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W i l l i a m J. LeMay, D i r e c t o r 
O i l Conservation D i v i s i o n 
New Mexico Department of Energy, 
Minerals and Natural Resources 

State Land O f f i c e B u i l d i n g 
Santa Fe, New Mexico 87503 

Re: I n the Matter of the A p p l i c a t i o n of Benson-Montin-Greer 
D r i l l i n g Corp. f o r Amendment of Order R-8344 Which 
S t a t u t o r i l y U n i t i z e d the Canada O j i t o s U n i t , Rio A r r i b a 
County, New Mexico 

Dear Mr. LeMay: 

Enclosed i n t r i p l i c a t e i s the above-referenced a p p l i c a t i o n of 
Benson-Montin Greer D r i l l i n g Corp. Benson-Montin Greer D r i l l i n g 
Corp. r e s p e c t f u l l y requests t h a t t h i s matter be placed on the 
docket f o r the Examiner hearings scheduled on May 10, 1989. 

WFC:mlh 
Enclosures 
cc w/enclosures: Mr. A l b e r t R. Greer 

Benson-Montin-Greer D r i l l i n g Corp. 

OILCCNSthvMiiUH DIVISION 

W. Thomas K e l l a h i n , Esq. 



BEFORE THE 

OIL CONSERVATION DIVISION 

NEW MEXICO DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES 

IN THE MATTER OF THE APPLICATION OF 
BENSON-MONTIN-GREER DRILLING CORP. A — ? 

FOR AMENDMENT OF ORDER R-8344 WHICH 
STATUTORILY UNITIZED THE CANADA M • i: ̂ : ̂  . r r; , 
OJITOS UNIT, RIO ARRIBA COUNTY, ,* ' '~ 
NEW MEXICO. ' CASE NO. /4 7 ( 

APPLICATION 

COMES NOW BENSON-MONTIN-GREER DRILLING CORP., by and through 

i t s undersigned at t o r n e y s , and pursuant t o the p r o v i s i o n s of the 

St a t u t o r y U n i t i z a t i o n Act (§§ 70-7-1 through 70-7-21, N.M.S.A. 

[197 8 ] ) , hereby applies t o the New Mexico O i l Conservation D i v i s i o n 

f o r an Order Amending Order R-8344 t o include c e r t a i n a d d i t i o n a l 

lands located i n Rio A r r i b a County, New Mexico, and i n support of 

i t s a p p l i c a t i o n , s t a t e s : 

1. Benson-Montin-Greer D r i l l i n g Corp. i s the operator of the 

Canada O j i t o s Unit and i s engaged i n the business of producing and 

s e l l i n g o i l and gas i n New Mexico. 

2. On November 7, 1986, the Commission entered Order R-8344 

(Case 8952) which approved the a p p l i c a t i o n of Benson-Montin-Greer 

D r i l l i n g Corp. f o r s t a t u t o r y u n i t i z a t i o n of the Canada O j i t o s Unit 

Area covering 69,887.235 acres, more or less. 

3. S u f f i c i e n t r a t i f i c a t i o n s of the plan f o r u n i t operations 

having been obtained by Benson-Montin-Greer D r i l l i n g Corp. as 

requ i r e d by § 70-7-8 N.M.S.A. (1978), s t a t u t o r y u n i t i z a t i o n of the 
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Canada O j i t o s Unit became e f f e c t i v e at 7:00 a.m. on January 1, 

1989 . 

4. The a d d i t i o n a l acreage which Benson-Montin-Greer seeks 

t o i n clude i n t h i s s t a t u t o r y u n i t by t h i s a p p l i c a t i o n consists of 

the E/2 of S e c t i o n ^ , Township 25 North, Range 2 West, Rio A r r i b a 

County, New Mexico. I n c l u s i o n of t h i s acreage w i l l r e s u l t i n a 

Unit Area which w i l l c o n s i s t of approximately 69,887.235 acres, 

more or l e s s , of f e d e r a l , s t a t e and fee lands i n Rio A r r i b a County, 

New Mexico, ("Expanded Unit Area") and i s more p a r t i c u l a r l y 

described on E x h i b i t A attached hereto and incorporated herein by 

reference. Benson-Montin-Greer D r i l l i n g Corp. seeks an order 

pursuant t o the S t a t u t o r y U n i t i z a t i o n Act p r o v i d i n g f o r u n i t i z e d 

management, operation and f u r t h e r development of the Expanded Unit 

Area. 

5. The v e r t i c a l l i m i t s of the formation t o be included 

w i t h i n the proposed Expanded Unit Area means t h a t i n t e r v a l which 

i s commonly known as the Mancos formation which i s a continuous 

s t r a t i g r a p h i c i n t e r v a l o c c u r r i n g between the base of the Mesaverde 

formation and the top of the Graneros member and which i s the same 

formation t h a t was encountered between the logged depths of 6968 

f e e t and 7865 f e e t i n the Canada O j i t o s 0-9 Well ( p r e v i o u s l y the 

Bolack-Greer No. 1 Bolack) located 1080 f e e t from the South l i n e 

and 1920 f e e t from the East l i n e of Section 9, Township 26 North, 

Range 1 West, N.M.P.M., Rio A r r i b a County, New Mexico, as recorded 

on the Schlumberger I n d u c t i o n E l e c t r i c a l Log run on July 18, 1963. 
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6. The p o r t i o n of the r e s e r v o i r involved i n t h i s a p p l i c a t i o n 

has been reasonably defined by development. 

7. The type of operations being conducted i n t h i s u n i t i s 

pressure maintenance. 

8. Attached t o t h i s a p p l i c a t i o n as E x h i b i t B and 

incorporated h e r e i n by reference i s a copy of the proposed plan of 

u n i t i z a t i o n which Benson-Montin-Greer D r i l l i n g Corp. considers 

f a i r , reasonable and e q u i t a b l e . 

9. Attached t o t h i s a p p l i c a t i o n as E x h i b i t C and 

incorporated h e r e i n by reference i s a copy of the proposed 

operating plan covering the manner i n which the u n i t w i l l be 

supervised and managed and costs a l l o c a t e d and paid. 

10. Benson-Montin-Greer D r i l l i n g Corp. f u r t h e r s t a t e s : 

a. That the u n i t i z e d management, operation and f u r t h e r 

development of the Expanded Unit Area i n the Mancos formation i s 

reasonably necessary i n order t o e f f e c t i v e l y c a rry on pressure 

maintenance operations and t o s u b s t a n t i a l l y increase the u l t i m a t e 

recovery of o i l from the u n i t i z e d p o r t i o n t h ereof. 

b. The u n i t i z e d methods of operation a p p l i e d t o the 

Expanded Unit Area are f e a s i b l e , w i l l prevent waste and w i l l r e s u l t 

w i t h reasonable p r o b a b i l i t y i n the increased recovery of 

s u b s t a n t i a l l y more o i l from the u n i t i z e d p o r t i o n of the pool than 

would otherwise be recovered. 

c. That the estimated a d d i t i o n a l costs, i f any, of 

conducting such operations w i l l not exceed the estimated value of 

a d d i t i o n a l o i l so recovered plus reasonable p r o f i t . 
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d. That such u n i t i z a t i o n and adoption of u n i t i z e d 

methods of operation w i l l b e n e f i t the working i n t e r e s t owners and 

r o y a l t y owners of the o i l and gas r i g h t s w i t h i n the p o r t i o n of the 

pool d i r e c t l y a f f e c t e d . 

e. That Benson-Montin-Greer D r i l l i n g Corp., as 

operator, has made a good f a i t h e f f o r t t o secure v o l u n t a r y 

u n i t i z a t i o n w i t h i n the p o r t i o n of the pool a f f e c t e d by t h i s 

a p p l i c a t i o n . 

f . That the p a r t i c i p a t i o n formula contained i n the 

u n i t i z a t i o n agreement a l l o c a t e s the produced and saved u n i t i z e d 

hydrocarbons t o the separately owned t r a c t s i n the u n i t area on a 

f a i r , reasonable and eq u i t a b l e basis. 

11. Approval of the s t a t u t o r y u n i t i z a t i o n of the Expanded 

Unit Area f o r the Canada O j i t o s Unit i s i n the best i n t e r e s t of 

conservation, the prevention of waste and the p r o t e c t i o n of 

c o r r e l a t i v e r i g h t s . 

WHEREFORE, Benson-Montin-Greer D r i l l i n g Corp. r e s p e c t f u l l y 

requests t h a t t h i s a p p l i c a t i o n be set f o r hearing before a D i v i s i o n 

Examiner on May 10, 1989 and, a f t e r n o t i c e and hearing as r e q u i r e d 

by law and the r u l e s of the D i v i s i o n , the D i v i s i o n enter i t s Order 

g r a n t i n g t h i s a p p l i c a t i o n . 
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R e s p e c t f u l l y submitted, 

CAMPBELL & BLACK, P.A. 

WILLIAM F. CARR \ 
Post O f f i c e Box 2208 
Santa Fe, New Mexico 87504 
Telephone: (505) 988-4421 

ATTORNEYS FOR BENSON-MONTIN-
GREER DRILLING CORP. 
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CANADA OJITOS UNIT 
RIO ARRIBA COUNTY, NEW MEXICO 

EXPANDED UNIT AREA 

TOWNSHIP 24 NORTH, RANGE 1 EAST, N.M.P.M. 

Sections 6 and 7: A l l 
Section 8 W/2 
Section 17 W/2 
Section 18 A l l 
Section 19 N/2 
Section 20 NW/4 

TOWNSHIP 24 NORTH. RANGE 1 WEST, N.M.P.M. 

Sections 1 through 15: A l l 
Section 23: N/2 
Section 24: N/2 

TOWNSHIP 2 5 NORTH, RANGE 1 EAST, N.M.P.M. 

Sections 5 through 8: A l l 
Sections 17 through 20: A l l 
Section 29: W/2 
Sections 3 and 31: A l l 

TOWNSHIP 2 5 NORTH. RANGE 1 WEST, N.M.P.M. 

Sections 1 through 36: A l l 

TOWNSHIP 2 5 NORTH. RANGE 2 WEST. N. M P M. 

Section 12: E/2 

TOWNSHIP 26 NORTH, RANGE 1 EAST. N. M P M. 

Section 19: A l l 
Section 20: W/2 
Sections 25 through 32: A l l 

TOWNSHIP 2 6 NORTH. RANGE 1 WEST. N. M P M. 

Sections 1 through 36: A l l 

The "Un i t i z e d Formation" s h a l l mean t h a t subsurface p o r t i o n 
of the Unit Area known as the Mancos formation i n the i n t e r v a l t h a t 
was encountered between the logged depths of 6968 f e e t i n the 
Canada O j i t o s 0-9 Well ( p r e v i o u s l y the Bolack-Greer No. 1 Bolack) 
located 1080 f e e t from the South l i n e and 1920 f e e t from the East 
l i n e of Section 9, Township 26 North, Range 1 West, N.M.P.M., Rio 
A r r i b a County, New Mexico, as recorded on the Schlumberger 
I n d u c t i o n E l e c t r i c a l Log run on July 18, 1963. 
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UNIT AGREEMENT 

FOR THE DEVELOPMENT AND OPERATION 

OF THE 

CANADA OJITOS UNIT AREA f 
i E 111 V E 

COUNTY OF RIO ARRIBA UU 

STATE OF NEW MEXICO ^ ^ ' ' * 0 J 

m IJ. S. GEOLOGICAL SURVEY 
" u . RQSY/ELL, NEW MEXICO 

THIS AGREEMENT, entered i n t o as o f the f i r s t day o f 

A p r i l , 19 63 , by and between the p a r t i e s s u b s c r i b i n g , r a t i f y i n g , 

o r consent ing he re to , and here in r e f e r r e d to as the " p a r t i e s h e r e t o , " 

WITNESSETH: 

WHEREAS the p a r t i e s here to are the owners o f work ing , r o y a l t y , or o the r 

o i l and gas i n t e r e s t s in the u n i t area sub jec t to t h i s agreement; and 

WHEREAS the Mineral Leasing Act of February 25, 1920, 41 S t a t . 437, as 

amended, 30 U. S. C. Sees. 181 e t s e q . , au thor i zes Federal lessees and t h e i r 

r ep resen ta t i ves to u n i t e w i t h each o t h e r , o r j o i n t l y or separa te ly w i t h o t h e r s , 

in c o l l e c t i v e l y adopt ing and ope ra t i ng a coopera t ive or u n i t p lan o f development 

o r ope ra t i on o f any o i l o r gas pool , , f i e l d , o r l i k e area, o r any p a r t thereof 

f o r the purpose o f more p r o p e r l y conserv ing the natura l resources thereof 

whenever determined and c e r t i f i e d by the Secretary o f the I n t e r i o r to be 

necessary o r adv isab le i n the p u b l i c i n t e r e s t ; and 

WHEREAS the p a r t i e s here to ho ld s u f f i c i e n t i n t e r e s t s in the Canada O j i t o s 

U n i t Area cover ing the land h e r e i n a f t e r descr ibed to g ive reasonably e f f e c t i v e 

c o n t r o l o f opera t ions t h e r e i n ; and 

WHEREAS, i t i s the purpose o f the p a r t i e s hereto to conserve natura l 

resources, prevent waste, and secure o ther b e n e f i t s ob ta inab le through 

development and o p e r a t i o n o f the area sub jec t to t h i s agreement under the 

terms, c o n d i t i o n s , and l i m i t a t i o n s here in set f o r t h ; 

NOW, THEREFORE, in c o n s i d e r a t i o n o f the premises and the promises here in 

con ta i ned , the p a r t i e s here to commit to t h i s agreement t h e i r respec t i ve i n t e r e s t s 

in the be low-def inad u n i t a rea , and agree s e v e r a l l y among themselves as f o l l o w s : 

1 . ENABLING ACT AND REGULATIONS. The Mineral Leasing Act o f 

February 25, 1920, as amended, supra, and a l l v a l i d p e r t i n e n t r e g u l a t i o n s , 
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i n c l u d i n g o p e r a t i n g and u n i t p l a n r e g u l a t i o n s , h e r e t o f o r e i s s u e d t h e r e u n d e r o r 

v a l i d , p e r t i n e n t , and r e a s o n a b l e r e g u l a t i o n s h e r e a f t e r i s s u e d t h e r e u n d e r a r e 

a c c e p t e d and made a p a r t o f t h i s agreement as t o Federa l l a n d s , p r o v i d e d such 

r e g u l a t i o n s a r e . n o t i n c o n s i s t e n t w i t h t h e te rms o f t h i s ag reemen t ; and as t o 

n o n - F e d e r a l l a n d s , t h e o i l and gas o p e r a t i n g r e g u l a t i o n s i n e f f e c t as o f t he 

e f f e c t i v e d a t e h e r e o f g o v e r n i n g d r i l l i n g and p r o d u c i n g o p e r a t i o n s , n o t 

i n c o n s i s t e n t w i t h t h e te rms h e r e o f o r t h e laws o f t h e S t a t e i n w h i c h t h e 

n o n - F e d e r a l l a n d i s l o c a t e d , a r e he reby a c c e p t e d and made a p a r t o f t h i s 

a g r e e m e n t . 

2 . UNIT AREA. The a r e a s p e c i f i e d on t h e map a t t a c h e d h e r e t o marked 

e x h i b i t A i s h e r e b y d e s i g n a t e d and r e c o g n i z e d as c o n s t i t u t i n g t h e u n i t a r e a , 

c o n t a i n i n g 3 5 , 8 2 9 . 8 4 a c r e s , more o r l e s s . 

F x h i b i t A shows, i n a d d i t i o n t o t h e boundary o f t he u n i t a r e a , t he 

b o u n d a r i e s and i d e n t i t y o f t r a c t s and l e a s e s i n s a i d a rea to the e x t e n t known 

t o t h e U n i t O p e r a t o r . E x h i b i t B a t t a c h e d h e r e t o i s a schedu le showing to 

t h e e x t e n t known t o the U n i t O p e r a t o r the a c r e a g e , p e r c e n t a g e , and k i n d o f 

o w n e r s h i p o f o i l and gas i n t e r e s t s i n a l l l a n d i n t h e u n i t a r e a . However, 

n o t h i n g h e r e i n o r i n s a i d s c h e d u l e o r map s h a l l be c o n s t r u e d as a r e p r e s e n t a t i o n 

by any p a r t y h e r e t o as t o t he o w n e r s h i p o f any i n t e r e s t o t h e r t h a n such i n t e r e s t 

o r i n t e r e s t s as a r e shown In s a i d map o r s c h e d u l e as owned by such p a r t y . 

E x h i b i t s A and B s h a l l be r e v i s e d by t he U n i t O p e r a t o r whenever changes i n t he 

u n i t a rea r e n d e r such r e v i s i o n n e c e s s a r y , o r when r e q u e s t e d by the O i l and 

Gas S u p e r v i s o r , h e r e i n a f t e r r e f e r r e d t o as " S u p e r v i s o r " and n o t l e s s than s i x 

c o p i e s o f t he r e v i s e d e x h i b i t s s h a l l be f i l e d w i t h t he S u p e r v i s o r . 

The a b o v e - d e s c r i b e d u n i t a rea s h a l l when p r a c t i c a b l e be expanded to i n c l u d e 

t h e r e i n any a d d i t i o n a l t r a c t o r t r a c t s r e g a r d e d as r e a s o n a b l y n e c e s s a r y o r 

a d v i s a b l e f o r t he pu rposes o f t h i s a g r e e m e n t , o r s h a l l be c o n t r a c t e d ' to e x c l u d e 

l a n d s n o t w i t h i n any p a r t i c i p a t i n g a rea whenever such e x p a n s i o n o r c o n t r a c t i o n 

i s n e c e s s a r y o r a d v i s a b l e t o c o n f o r m w i t h the purposes o f t h i s ag reemen t . Such 

e x p a n s i o n o r c o n t r a c t i o n s h a l l be e f f e c t e d i n the f o l l o w i n g manner : 

( a ) U n i t O p e r a t o r , on i t s own m o t i o n o r on demand o f the D i r e c t o r o f t he 

G e o l o g i c a l S u r v e y , h e r e i n a f t e r r e f e r r e d to as " D i r e c t o r , " a f t e r p r e l i m i n a r y 

c o n c u r r e n c e by the D i r e c t o r , s h a l l p r e p a r e a n o t i c e o f p roposed e x p a n s i o n o r 

c o n t r a c t i o n d e s c r i b i n g t h e c o n t e m p l a t e d changes i n the b o u n d a r i e s o f t he u n i t 

a r e a , the reasons t h e r e f o r , and the p roposed e f f e c t i v e ' d a t e thereof , p r e f e r a b l y 
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the f i r s t day of a month subsequent to the date of notice. 

(b) Said notice shall be delivered to the Supervisor, and copies thereof 

mailed to the last known address of each working interest owner, lessee, and 

lessor whose interests are affected, advising that 30 days will be allowed for 

submission to the Unit Operator of any objections. 

(c) Upon expiration of the 30-day period provided in the preceding item 

(b) hereof, Unit Operator shall f i l e with the Supervisor evidence of mailing of 

the notice of expansion or contraction and a copy of any objections thereto 

which have been filed with the Unit Operator, together with an application in 

sufficient number, for approval of such expansion or contraction and with 

appropriate joinders. 

(d) After due consideration of all pertinent information, the expansion 

or contraction shall, upon approval by the Director, become effective as of the 

date prescribed in the notice thereof. 

(e) All legal subdivisions of unitized lands (!~e~, kO acres by 

Government survey or i t s nearest l o t or tract equivalent in instances of 

irregular surveys, however, unusually large lots or tracts shall be considered 

in multiples of kO acres, or the nearest aliquot equivalent thereof, for the 

purpose of elimination under this subsection), no parts of which are e n t i t l e d 

to be in a pa r t i c i p a t i n g area within 5 years af t e r the f i r s t day of the month 

following the e f f e c t i v e date of the f i r s t i n i t i a l participating area established 

under this unit agreement, shall be eliminated automatically from this agree

ment, ef f e c t i v e as of the f i r s t day thereafter, and such lands shall no longer 

be a part of the u n i t area and shall no longer be subject to this agreement, 

unless at the expiration of said 5-year period d i l i g e n t d r i l l i n g operations 

are in progress on unitized lands not e n t i t l e d to participation, in which event 

a l l such lands shall remain subject hereto for so long as such d r i l l i n g 

operations are continued d i l i g e n t l y , with not more than 90 days' time 

elapsing between the completion of one such well and the commencement of the 

next such w e l l , except that the time allowed between such wells shall not 

expire e a r l i e r than 30 days a f t e r the expiration of any period of time during 

which d r i l l i n g operations are prevented by a matter beyond the reasonable 

control of unit operator as set forth in the section hereof e n t i t l e d 

"Unavoidable Delay"; provided that a l l legal subdivisions of lands not in a 

par t i c i p a t i n g area and not e n t i t l e d to become participating under the 
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a p p l i c a b l e p r o v i s i o n s o f t h i s agreement w i t h i n 10 years a f t e r sa id f i r s t day o f 

the month f o l l o w i n g the e f f e c t i v e date o f sa id f i r s t i n i t i a l p a r t i c i p a t i n g area 

s h a l l be e l i m i n a t e d as above s p e c i f i e d . Determinat ion o f c r e d i t a b l e "Unavoidable 

Delay" t ime sha l l be made by u n i t opera to r and sub jec t to approval o f the 

D i r e c t o r . The u n i t opera to r s h a l l , w i t h i n 90 days a f t e r the e f f e c t i v e date o f 

any e l i m i n a t i o n hereunder, descr ibe the area so e l im ina ted to the s a t i s f a c t i o n 

o f the D i r e c t o r and prompt ly n o t i f y a l l p a r t i e s in i n t e r e s t . 

I f c o n d i t i o n s war ran t ex tens ion o f the 10-year per iod s p e c i f i e d in t h i s 

subsect ion 2 ( e ) , a s i n g l e ex tens ion o f not to exceed 2 years may be 

accomplished by consent o f the owners o f 90% o f the cu r ren t u n i t i z e d working 

i n t e r e s t s and 60% o f the cu r ren t , u n i t i z e d basic r o y a l t y i n t e r e s t s (exc lus i ve 

o f the bas ic r o y a l t y i n t e r e s t s o f the Un i ted S t a t e s ) , on a t o t a l -

n o n p a r t i c i p a t i n g - a c r e a g e b a s i s , r e s p e c t i v e l y , w i t h approval o f the D i r e c t o r , 

prov ided such ex tens ion a p p l i c a t i o n i s submit ted to the D i rec to r not l a t e r 

than 60 days p r i o r to the e x p i r a t i o n o f sa id 10-year—period. 

Any expansion o f the u n i t area pursuant to t h i s sec t ion which embraces 

lands t h e r e t o f o r e e l i m i n a t e d pursuant to t h i s subsect ion 2(e) sha l l not be 

cons idered automat ic commitment or recommitment o f such lands. 

3. UNITIZED LAND AND UNITIZED SUBSTANCES. A l l land committed to t h i s 

agreement sha l l c o n s t i t u t e land r e f e r r e d to here in as " u n i t i z e d land" or " l a n d 

sub jec t to t h i s agreement." A l l o i l and gas in any and a l l format ions o f the 

u n i t i z e d land are u n i t i z e d under the terms o f t h i s agreement and here in are 

c a l l e d " u n i t i z e d substances. " 

4 . UNIT OPERATOR. Bolack-Greer , I n c . , i s hereby designated as Un i t 

Operator and by s igna tu re hereto as Un i t Operator agrees and consents to accept 

the du t i es and o b l i g a t i o n s o f U n i t Operator f o r the d iscovery , development, and 

p roduc t ion o f u n i t i z e d substances as herein provided. Whenever reference i s made 

here in to the U n i t Operator , such reference means the Un i t Opera to r .ac t i ng in that 

capac i t y and not as an owner o f i n t e r e s t in unitized substances, and the term "working 

i n t e r e s t owner" when used here in sha l l inc lude o r re fe r to Un i t Operator as the 

owner o f a working i n t e r e s t when such an i n t e r e s t is owned by i t . 

5 . RESIGNATION OR REMOVAL OF UNIT OPERATOR. Uni t Operator sha l l have the 

r i g h t to res ign at any t ime p r i o r to the es tab l ishment of a p a r t i c i p a t i n g area 

o r areashereunder, but such r e s i g n a t i o n sha l l not become e f f e c t i v e so as to 

re lease U n i t Operator from the du t i es and o b l i g a t i o n s o f Un i t Operator and 
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terminate Unit Operator's rights as such for a period of 6 months after notice 

of intention to resign has been served by Unit Operator on all working interest 

owners and the Director, and until a l l wells then drilled hereunder are placed 

in a satisfactory condition for suspension or abandonment whichever is required 

by the Supervisor, unless a new Unit Operator shall have been selected and 

approved and shall have taken over and assumed the duties and obligations of 

Unit Operator prior to the expiration of said period. 

Unit Operator shall have the right to resign in like manner and subject 

to like limitations as above provided at any time a participating area 

established hereunder is in existence, but, in all instances of resignation or 

removal, until a successor unit operator is selected and approved as hereinafter 

provided, the working interest owners shall be j o i n t l y responsible for 

performance of the duties of unit operator, and shall not later than 30 days 

before such resignation or removal becomes effective appoint a common agent 

to represent them in any action to be taken hereunder. 

The resignation of Unit Operator shall not release Unit Operator from 

any l i a b i l i t y for any default by i t hereunder occurring prior to the effective 

date of i t s resignation. 

The Unit Operator may, upon default or failure in the performance of i t s 

duties or obligations hereunder, be subject to removal by_the same percentage 

vote of the owners of working interests determined in like manner as herein 

provided for the selection of a new Unit Operator. Such removal shall be 

effective upon notice thereof to the Director. 

The resignation or removal of Unit Operator under this agreement shall 

not terminate i t s right, t i t l e , or interest as the owner of a working interest 

or other interest in unitized substances, but upon the resignation or removal 

of Unit Operator becoming effective, such Unit Operator shall deliver 

possession of al l equipment, materials, and appurtenances used in conducting 

the unit operations and owned by the working interest owners to the new duly 

qualified successor Unit Operator or to the owners thereof i f no such new Unit 

Operator is elected, to be used for the purpose of conducting unit operations 

hereunder. . Nothing herein shall be construed as authorizing removal of any 

material, equipment and appurtenances needed for the preservation of any wells. 

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

or its resignation as Unit Operator or shall be removed as hereinabove 

5 
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' provided, Or a change of Unit Operator is negotiated by working interest 

owners, the owners of the working interests in the participating area or 

areas according to their respective acreage interests in such participating 

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

owners of the working interests according to their respective acreage 

Interests in a l l unitized land, shall by majority vote select a successor Unit 

Operator: Provided, That, i f a majority but less than 75 per cent of the 

working interests qualified to vote are owned by one party to this agreement, a 

concurring vote of one or more additional working interest owners shall be 

required to select a new operator. Such selection shall not become effective 

until 

(a) a Unit Operator so selected shall accept in writing the duties and 

responsibilities of Unit Operator, and 

(b) the selection shall have been f i l e d with the Supervisor, l f no 

successor Unit Operator is selected and qualified as-herein provided, the 

Director at his election may declare this unit agreement terminated. 

7. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT. I f the Unit 

Operator is not the sole owner of working interests, costs and expenses 

incurred by Unit Operator in conducting unit operations hereunder shall be 

•>. paid and apportioned among and borne by the owners of working interests, all 

in accordance with the agreement or agreements entered into by and between the 

Unit Operator and the owners of working interests, whether one or more, 

separately or collectively. Any agreement or agreements entered into between 

the working interest owners and the Unit Operator as provided in this section, 

whether one or more, are herein referred to as the "unit operating agreement." 

Such unit operating agreement shall also provide the manner in which the 

working interest owners shall be entitled to receive their respective pro

portionate and allocated share of the benefits accruing hereto in conformity 

with their underlying operating agreements, leases, or other independent 

contracts, and such other rights and obligations as between Unit Operator and 

the working interest owners as may be agreed upon by Unit Operator and the 

working interest owners; however, no such unit operating agreement shall be 

deemed either to modify any of the terms and conditions of this unit agreement 

or to relieve the Unit Operator of any right or obligation established under 

this unit agreement, and in case of any inconsistency or conflict between the 
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unit agreement and the unit operating agreement, this unit agreement shall 

prevail. Three true copies of any unit operating agreement executed pursuant 

to this section should be f i l e d with the Supervisor, prior to approval of this 

uni t agreement. 

8. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Except as otherwise 

specifically provided herein, the exclusive right, privilege, and duty of 

exercising any and a l l rights of the parties hereto which are necessary or 

convenient for prospecting for, producing, storing, allocating, and distributing 

the unitized substances are hereby delegated to and shall be exercised by the 

Unit Operator as herein provided. Acceptable evidence of t i t l e to said rights 

shall be deposited with said Unit Operator and, together with this agreement, 

shall constitute and define the rights, privileges, and obligations of Unit 

Operator. Nothing herein, however, shall be construed to transfer t i t l e to 

any land or to any lease or operating agreement, i t being understood that under 

this agreement the Unit Operator, in its capacity as Unit Operator, shall 

exercise the rights of possession and use vested in the parties hereto only 

for the purposes herein specified. 

9. DRILLING TO DISCOVERY. Within 6 months after the effective date 

hereof, the Unit Operator shall begin to d r i l l an adequate test well at a 
# 

location approved by the Supervisor, unless on such effective date a well is 

being drilled conformably with the terms hereof, and thereafter continue such 

d r i l l i n g diligently until the Gallup or Dakota formation has been tested or 

until at a lesser depth unitized substances shall be discovered which can be 

produced in paying quantities (to-wit: quantities sufficient to repay the 

costs of d r i l l i n g , and producing operations, with a reasonable profit) or the 

Unit Operator shall at any time establish to the satisfaction of the Supervisor 

that further d r i l l i n g of said well would be unwarranted or impracticable, pro

vided, however, that Unit Operator shall not in any event be required to d r i l l 

said v/ell to a depth in excess of 7̂ 50 feet for the Gallup and 9000 feet for 

the Dakota. Until the discovery of a deposit of unitized substances capable 

of being produced in paying quantities, the Unit Operator shall continue d r i l l 

ing diligently one v/ell at a time, allowing not more than 6 months betv/een the 

completion of one well and the beginning of the next well, until a well capable 

of producing unitized substances in paying quantities is completed to the sat

isfaction of said Supervisor or until i t is reasonably proved that the unitized 
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land is incapable of producing unitized substances in paying quantities in the 

formations d r i l l e d hereunder. Nothi ng i n. t h i s section shall be deemed to l i m i t 

the r i g h t of the Unit Operator to resign as provided in Section 5 hereof, or as 

requiring Unit Operator to commence or continue any d r i l l i n g during the period 

pending such resignation becoming effective in order to comply with tha require

ments of th i s section. The Director may modify the d r i l l i n g requirements of 

this section by granting reasonable extensions of time when, in his opinion, 

such action is warranted. 

Upon f a i l u r e to comply with the d r i l l i n g provisions of this section, the 

Director may, af t e r reasonable notice to the Unit Operator, and each working 

interest owner, lessee, and lessor at th e i r l a s t known addresses, declare t h i s 

u n i t agreement terminated. 

Notwithstanding anything'in this Unit Agreement to the contrary except 

Section 25 (Unavoidable Delay), the Unit Operator shall d r i l l three wells, namely, 

two wells to test the Gallup formation and one well to test the Dakota 

formation. The Unit Operator may select the order of d r i l l i n g said three wells. 

At the Operator's election, one of the wells to test the Gallup formation may 

be s a t i s f i e d by the deepening of an abandoned well in the SE£ of Section 9, 

Township 26 North, Range 1 West. The f i r s t well shall be commenced not less 

than six months a f t e r approval of this unit agreement, and the subsequent 

obligation wells must be commenced not lat e r than six months after completion 

of the preceding w e l l , regardless of whether i t is a producer or a dry hole. 

Any unit well commenced after October 1, 1962, w i l l count towards satisfying 

the three-well program even i f approval of the unit agreement is at a later 

date. The only extension of time the Director may grant for meeting the 

c r i t i c a l dates in th i s paragraph shall be based upon severe weather or other 

conditions beyond the control of the Unit Operator, and shall be limited to 

a single extension of not more than three months for each well after the f i r s t . 

Nevertheless, in the event d r i l l i n g of any of said three wells has not been 

commenced timely, this unit agreement shall automatically terminate effective 

the f i r s t day of the month following the default. 

10. PLAN OF FURTHER DEVELOPMENT AND OPERATION. Within 6 months aft e r 

completion of a well capable of producing unitized substances in paying 

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

an acceptable plan of development and operation for the unitized land which, 

8 
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when approved by the Supervisor, shall constitute the further drilling and 

operating obligations of the Unit Operator under this agreement for the period 

specified therein. Thereafter, from time, to time before the expiration of any 

existing plan, the Unit Operator shall submit for the approval of the 

Supervisor a plan for an additional specified period for the development and 

operation of the unitized land. 

Any plan submitted pursuant to this section shall provide for the 

exploration of the unitized area and for the di1igent dri11ing necessary for 

determination of the area or areas thereof capable of producing unitized 

substances in paying quantities in each and every productive formation and 

shall be as complete and adequate as the Supervisor may determine to be 

necessary for timely development and proper conservation of the oil and gas 

resources of the unitized area and shall 

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

and the proposed order and time for such drilling; and 

(b) to the extent practicable specify the operating practices 

regarded as necessary and advisable for proper conservation of natural 

resources. 

Separate plans may be submitted for separate productive zones, subject to 

the approval of the Supervisor. 

Plans shall be modified or supplemented when necessary to meet changed 

conditions or to protect the interests of all parties to this agreement. 

Reasonable diligence shall be exercised in complying with the obligations 

of the approved plan of development. The Supervisor is authorized to grant 

a reasonable extension of the 6-month period herein prescribed for sub

mission of an i n i t i a l plan of development where such action is j u s t i f i e d 

because of unusual conditions or circumstances. After completion hereunder 

of a well capable of producing any unitized substance in paying quantities, 

no further wells, except such as may be necessary to afford protection 

against operations not under this agreement or such as may be specifically 

approved by the Supervisor, shall be dri l l e d except in accordance with a 

plan of development approved as herein provided. 

11. PARTICIPATION AFTER DISCOVERY. Upon completion of a well capable of 

producing unitized substances in paying quantities or as soon thereafter as 

required by the Supervisor, the Unit Operator shall submit for approval by 
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the Director a schedule, based on subdivisions of the public-land survey or 

aliquot parts thereof, of a l l unitized land then regarded as reasonably proved 

to be productive of unitized substances in paying quantities; a l l lands in said 

schedule on approval of the Director to constitute a participating area, 

effective as of the date of completion of such well or the effective date of 

the unit agreement, whichever is later. The acreages of both Federal and non-

Federal lands shall be based upon appropriate computations from the courses and 

distances shown on the last approved public-land survey as of the effective 

date of the i n i t i a l participating area. Said schedule also shall set forth 

the percentage of unitized substances to be allocated as herein provided to 

each unitized tract in the participating area so established, and shall govern 

the allocation of production from and after the date the participating area 

becomes effective. A separate participating area shall be established in like 

manner for each separate pool or deposit of unitized substances or for any group 

thereof produced as a single pool or zone, and any two or more participating 

areas so established may be combined into one with the consent of the owners 

of a l l working interests in the lands within the participating areas so to be 

combined, on approval .of the Director. The participating area or areas so 

established shall be revised from time to time, subject to like approval, when

ever such action appears proper as a result of further dcilling operations or 

otherwise to incl ude additlonal land then regarded as reasonably proved to be 

productive in paying quantities^, or to exclude land then regarded asj reasonabl y 

proved not to be productive in paying quantities and the percentage of 

allocation shall also be revised accordingly. The effective date of any revision 

shall be the f i r s t of the month in which is obtained the knowledge or information 

on which such revision is predicated, provided, however, that a more appropriate 

effective date may be used i f j u s t i f i e d by the Unit Operator and approved by 

the Director. No land shall be excluded from a participating area on account 

of depletion of the unitized substances. 

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

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

quantities; buti regardless of any revision of the participating area, nothing 

herein contained shall be construed as requiring any retroactive adjustment 

for production obtained prior to the effective date of the revision of the 

participating area. 

10 
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In the absence of agreement at any time between the Unit Operator and the 

Director as to the proper definition or redefinition of a participating area, 

or until a participating area has, or areas have, been established as provided 

herein, the portion of all payments affected thereby may be impounded in a 

manner mutually acceptable to the owners of working interests, except 

royalties due the United States, which shall be determined by the Supervisor 

and the amount thereof deposited, as directed by the Supervisor, to be held as 

unearned money until a participating area is finally approved and then applied 

as earned or returned in accordance with a determination of the sum due as 

Federal royalty on the basis of such approved participating area. 

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

that a well drilled under this agreement Is not capable of production in 

paying quantities and inclusion of the land on which it is situated in a 

participating area is unwarranted, production from such well shall, for the 

purposes of settlement among all parties other than working interest owners, 

be allocated to the land on which the well is located—ro long as such land is 

not within a participating area established for the pool or deposit from which 

such production is obtained. Settlement for working interest benefits from-

such a well shall be made as provided in the unit operating agreement. 

12, ALLOCATION OF PRODUCTION. All unitized substances produced from each 

participating area established under this agreement, except any part thereof 

used in conformity with good operating practices within the unitized area for 

d r i l l i n g , operating, camp and other production or development purposes, for 

repressuring or recycling in accordance with a plan of development approved by 

the Supervisor, or unavoidably lost, shall be deemed to be produced equally on 

an acreage basis from the several tracts of unitized land of the participating 

area established for such production and, for the purpose of determining any 

benefits accruing under this agreement, each such tract of unitized land shall 

have allocated to i t such percentage of said production as the number of acres 

of such tract included in said participating area bears to the total acres of 

unitized land in said participating area, except that allocation of production 

hereunder for purposes other than for settlement of the royalty, overriding 

royalty, or payment out of production obligations of the respective working 

interest owners, shall be on the basis prescribed in the unit operating 

agreement whether In conformity with the basis of allocation herein set forth 

1 1 
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cr otherwise/. I t is hereby agreed that production of unitized substances from 

a participating area shall be allocated as provided herein regardless of whether 

any wells are d r i l l e d on any particular part or tract of said participating 

area. I f any gas produced from one participating area is used for repressuring 

or recycling purposes in another participating area, the f i r s t gas withdrawn 

from such last-mentioned participating area for sale during the l i f e of this 

agreement shall be considered to be the gas so transferred until an amount 

equal to that transferred shall be so produced for sale and such gas shall be 

allocated to the participating area from which i n i t i a l l y produced as constituted 

at the time of such final production. 

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

Any party hereto owning or controlling the working interest in any unitized 

land having thereon a regular well location may with the approval of the 

Supervisor, at such party's sole risk, costs, and expense, d r i l l a well to 

test any formation for which a participating area has not been established or 

to test any formation for which a participating area has been established i f 

such location is not within said participating area, unless wrthin 90 days of 

receipt of notice from said party of his intention to d r i l l the well the Unit 

Operator elects and commences to d r i l l such a well in like manner as other 

wells are d r i l l e d by the Unit Operator under this agreement. 

I f any well d r i l l e d as aforesaid by a working interest owner results in 

production such that the land upon which I t is situated may properly be 

included in a participating area, such participating area shall be established 

or enlarged as provided in this agreement and the wel 1 shall thereafter be 

operated by the Unit Operator in accordance with the terms of this agreement 

and the unit operating agreement. 

If any well d r i l l e d as aforesaid by a working interest owner obtains 

production in quantities insufficient to j u s t i f y the inclusion in a p a r t i c i 

pating area of the land upon which such well is situated, such well may be 

operated and produced by the party d r i l l i n g the same subject to the conservation 

requirements of this agreement. The royalties in amount or value of production 

from any such well shall be paid as specified in the underlying lease and 

agreements affected. 

14. ROYALTY SETTLEMENT. The United States and any State and all royalty 

owners who, under existing contract, are entitled to take in kind a share of 

12 
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the substances now unitized hereunder produced from any tract, shall hereafter 

be entitled to the right to take in kind their share of the unitized substances 

allocated to such tract, and Unit Operator, or in case of the operation of a 

well by a working interest owner as herein in special cases provided for, such 

working interest owner, shall make deliveries of such royalty share taken in 

kind in conformity with the applicable contracts, laws, and regulations. 

Settlement for royalty interest not taken in kind shall be made by working 

interest owners responsible therefor under existing contracts, laws and 

regulations on or before the last day of each month for unitized substances 

produced during the preceding calendar month; provided, however, that nothing 

herein contained shall operate to relieve the lessees of any land from their 

respective lease obligations for the payment of any royalties due under their 

1 eases. 

If gas obtained from lands not subject to this agreement is introduced into 

any participating area hereunder, for use in repressuring, stimulation of 

production, or increasing ultimate recovery, which shall be in conformity with 

a plan f i r s t approved by the Supervisor, a like amount of gas, after settlement 

as herein provided for any gas transferred from any other participating area 

and with due allowance for loss or depletion from any cause, may be withdrawn 

from the formation into which the gas was introduced, royalty free as to dry 

gas, but not as to the products extracted therefrom; provided that such with

drawal shall be at such time as may be provided in the plan of operations or as 

may otherwise be consented to by the Supervisor as conforming to good 

petroleum engineering practice; and provided further, that such right of 

withdrawal shall terminate on the termination of this unit agreement. 

Royalty due the United States shall be computed as provided in the 

operating regulations and paid in value or delivered in kind as to all unitized 

substances on the basis of the amounts thereof allocated to unitized Federal 

land as provided herein at the rates specified in the respective Federal leases, 

or at such lower rate or rates as may be authorized by law or regulation; 

provided, that for leases on which the royalty rate depends on the daily 

average production per well, said average production shall be determined in 

accordance with the operating regulations as though each participating area 

were a single consolidated lease. 

15. RENTAL SETTLEMENT. Rental or minimum royalties due on leases 
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committed hereto shall be 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 or minimum royalty for lands of 

the United States subject to this agreement shall be paid at the rate specified 

in the respective leases from the United States unless such rental or minimum 

royalty is waived, suspended, or reduced by law or by approval of the Secretary 

or his duly authorized representative. 

With respect to any lease on non-Federal land containing provisions which 

would terminate such lease unless d r i l l i n g operations were within the time 

therein specified commenced upon the land covered thereby or rentals paid for 

the privilege of deferring such d r i l l i n g operations, the rentals required 

thereby shall, notwithstanding any other provision of this agreement, be deemed 

to accrue and become payable during the term thereof as extended by this 

agreement and until the required d r i l l i n g operations are commenced upon the 

land covered thereby or some portion of such land is included within a 

participating area. 

16. CONSERVATION. Operations hereunder and production of unitized 

substances shall be conducted to provide for the most economical and efficient 

recovery of said substances without waste, as defined by or pursuant to State 

or Federal law or regulation. 

17- DRAINAGE. Thc Unit Operator shall take appropriate and- adequate 

measures to prevent drainage of unitized substances from unitized land by wells 

on land not subject to this agreement, or, with prior consent of the Director, 

pursuant to applicable regulations pay a fa i r and reasonable compensatory 

royalty as determined by the Supervisor. 

18. LEASES AND CONTRACTS CONFORMED AND EXTENDED. The terms, conditions, 

and provisions of a l l leases, subleases, and other contracts relating to 

exploration, d r i l l i n g , development, or operation for oil or gas of lands 

committed to this agreement are hereby expressly modified and amended to the 

extent necessary to make the same conform to the provisions hereof, but other

wise to remain in f u l l force and effect; and the parties hereto hereby consent 

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

by his duly authorized representative, does hereby establish, alter, change, or 
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revoke the d r i l l i n g , producing, rental, minimum royalty, and royalty requirements 

of Federal leases committed hereto and the regulations in respect thereto to 

conform said requirements to the provisions of this agreement, and, without 

limiting the generality of the foregoing, all leases, subleases, and contracts 

are particularly modified in accordance with the following: 

(a) The development and operation of lands subject to this agreement 

under the terms hereof shall be deemed f u l l performance of al l obligations 

for development and operation with respect to each and every part or 

separately owned tract subject to this agreement, regardless of whether 

there is any development of any particular part or tract of the unit 

area, notwithstanding anything to the contrary in any lease, operating 

agreement or other contract'by and between the parties hereto, or their 

respective predecessors in interest, or any of them. 

(b) Drilling and producing operations performed hereunder opon any 

tract of unitized lands w i l l be accepted and deemed to be performed upon 

and for the benefit of each and every tract of unitized land, and no 

lease shall be deemed to expire by reason of failure to d r i l l or produce 

wells situated on the land therein embraced. 

(c) Suspension of d r i l l i n g or producing operations on all unitized 

lands pursuant to direction or consent of the Secretary or his duly 

authorized representative shall be deemed to constitute such suspension 

pursuant to such direction or consent as to each and every tract of 

unitized land. 

(d) Each lease, sublease or contract relating to the exploration, 

d r i l l i n g , development or operation for o i l or gas of lands other than 

those of the United States committed to this agreement, which, by its 

terms might expire prior to the termination of this agreement, is hereby 

extended beyond any such term so provided therein so that i t shall be 

continued in f u l l force and effect for and during the term of this 

agreement. 

(e) Any Federal lease for a fixed term of twenty (20) years or any 

renewal thereof or any part of such lease which is made subject to this 

agreement shall continue in force beyond the term provided therein until 

the termination hereof. Any other Federal lease committed hereto shall 

continue in force beyond the term so provided therein or by law as to 

15 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 

the land committed so long as such lease remains subject hereto, 

provided that production is had in paying quantities under this unit 

agreement prior to the expiration date of the term of such lease, or in 

the event actual d r i l l i n g operations are commenced on unitized land, in 

accordance with the provisions of this agreement, prior to the end of 

the primary term of such lease and are being diligently prosecuted at 

that time, such lease shall be extended for two years and so long 

thereafter as o i l or gas is produced in paying quantities in accordance 

with the provisions of the Mineral Leasing Act Revision of I960. 

(f) Each sublease or contract relating to the operation and 

development of unitized substances from lands of the United States 

committed to this agreement,- which by i t s terms would expire prior to 

the time at which the underlying lease, as extended by the immediately 

preceding paragraph, w i l l expire, is hereby extended beyond any such 

term so provided therein so that i t shall be continued in f u l l force 

and effect for and during the term of the underT-7-t-ng lease as such 

term is herein extended. 

(g) The segregation of any Federal lease committed to this agreement 

is governed by the following provision in the fourth paragraph of 

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

September 2, i960 (74 Stat. 781-784): "Any [Federal] ' lease heretofore 

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: 

Provi ded, however, That any such lease as to the nonunitized portion 

shall continue in force and effect for the term thereof but for not less 

than two years from the date of such segregation and so long thereafter 

as o i l or gas is produced in paying quantities." 

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

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

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

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

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

payment, such payment shall be prorated between the portions so segregated 

or hereafter committed to any such plan embracing lands that 
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in proportion to the acreage of the respective tracts. 

19. COVENANTS RUN WITH LAND. The covenants herein shall be construed 

to be covenants running with the land with respect to the interest of the parties 

hereto and their successors in interest until this agreement terminates, and any 

grant, transfer, or conveyance, of interest in land or leases subject hereto 

shall be and hereby is conditioned upon the assumption of all privileges and 

obligations hereunder by the grantee, transferee, or other successor in 

interest. No assignment or transfer of any working interest, royalty, or other 

interest subject hereto shall be binding upon Unit Operator until the f i r s t day 

of the calendar month after Unit Operator is furnished with the original, pho

tostatic, or certified copy of the instrument of transfer. 

20. EFFECTIVE DATE AND TERM. This agreement shall become effective upon 

approval by the Secretary or his duly authorized representative and shall 

terminate five (5) years from said effective date unless 

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

(b) i t is reasonably determined prior to the expiration of the fixed 

term of any extension thereof that the unitized land is incapable of 

production of unitized substances in paying quantities in the formations 

tested hereunder and after notice of intention to terminate the agreement 

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

at their last known addresses, the agreement is terminated with the 

approval of the Director, or 

(c) a valuable discovery of unitized substances has been made or 

accepted on unitized land during said i n i t i a l term or any extension 

thereof, in which event the agreement shall remain in effect for such 

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

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

land within any participating area established hereunder and, should 

production cease, so long thereafter as diligent operations are in 

progress for the restoration of production or discovery of new produc

tion and so long thereafter as the unitized substances so discovered 

can be produced as aforesaid, or 

(d) i t is terminated as heretofore provided in this agreement. 

This agreement may be terminated at any time by not less than 75 per centum, 

on an acreage basis, of the owners of working interests signatory hereto, 
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with the approval of the Director; notice of any such approval to be given 

by the Unit Operator to all parties hereto. . . 

21. RATE OF PROSPECTING, DEVELOPMENT, AND PRODUCTION. The Director is 

hereby vested with authority to alter or modify from time to time in his 

discretion the quantity and rate of production under this agreement when such 

quantity and rate is not fixed pursuant to Federal or State law or does not 

conform to any state-wide voluntary conservation or allocation program, which 

is established, recognized, and generally adhered to by the majority of 

operators in such State, such authority being hereby limited to alteration or 

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

to be served thereby to be stated in the order of alteration or modification. 

Without regard to the foregoing, the Director is also hereby vested with 

authority to alter or modify from time to time in his discretion the rate of •-• 

prospecting and development and the quantity and rate of production under this 

agreement when such alteration or modification is in the interest of attaining 

the conservation objectives stated in this agreement and is not in violation of 

any applicable Federal or State law. 

Powers in this section vested in the Director shall only be exercised 

after notice to Unit Operator and opportunity for hearing to be held not less 

than 15 days from notice. 

22. APPEARANCES. Unit Operator shall, after notice to other parties 

affected, have the right to appear for and on behalf of any and all interests 

affected hereby before the Department of the Interior and to appeal from orders 

issued under the regulations of said Department or to apply for relief from 

any of said regulations or in any proceedings relative to operations before 

the Department of the Interior or any other legally constituted authority; 

provided, however, that any other interested party shall also have the right 

at his own expense to be heard in any such proceeding. 

23. NOTICES. All notices, demands or statements required hereunder to 

be given or rendered to the parties hereto shall be deemed f u l l y given I f 

given In writing and personally delivered to the party or sent by postpaid 

registered mail, addressed to such party or parties at their respective 

addresses set forth in connection with the signatures hereto or to the r a t i f i 

cation or consent hereof or to such other address as any such party may have 

furnished in writing to party sending the notice, demand or statement. 
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2k. NO WAIVER OF CERTAIN RIGHTS. Nothing in this agreement contained 

shall be construed as a waiver by any party hereto of the right to assert any 

legal or constitutional right or defense as to the validity or invalidity of 

any law of the State wherein said unitized lands are located, or of the United 

States, or regulations issued thereunder in any way affecting such party, or 

as a waiver by any such party of any right beyond his or its authority to waive. 

25. UNAVOIDABLE DELAY. All obligations under this agreement requiring 

the Unit Operator to commence or continue drilling or to operate on or produce 

unitized substances from any of the lands covered by this agreement shall be 

suspended while, but only so long as, the Unit Operator despite the exercise 

of due care and diligence is prevented from complying with such obligations, in 

whole or in part, by strikes, acts of God, Federal, State, or municipal law 

or agencies, unavoidable accidents, uncontrollable delays in transportation, 

inab i l i t y to obtain necessary materials in open market, or other matters 

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

herein enumerated or not. 

26. NONDISCRIMINATION. I n~ connection with the performance of 

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

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

(26 F. R. 1977)» which are hereby incorporated by reference in this agreement. 

27- LOSS OF TITLE. In the event t i t l e to any tract of unitized land 

shall f a i l and the true owner cannot be induced to join in this unit agreement, 

such tract shall be automatically regarded as not committed hereto and there 

shall be such readjustment of future costs and benefits as may be required on 

account of the loss of such t i t l e . In the event of a dispute as to t i t l e as 

to any royalty, working interest, or other interests subject thereto, payment 

or delivery on account thereof may be withheld without l i a b i l i t y for interest 

until the dispute is fi n a l l y settled; provided, that, as to Federal land or 

leases, no payments of funds due the United States should be withheld, but 

such funds shall be deposited as directed by the Supervisor to be held as 

unearned money pending final settlement of the t i t l e dispute, and then applied 

as earned or returned in accordance with such final settlement. 

Unit Operator as such is relieved from any responsibility for any 

defect or failure of any t i t l e hereunder. 

28. NON-JOINDER AND SUBSEQUENT JOINDER. I f the owner of any substantial 
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interest in a tract within the unit area f a i l s or refuses to subscribe or 

consent to this agreement, the owner of the working interest in that tract 

may withdraw said tract from this agreement by written notice to the Director 

and the Unit Operator prior to the approval of this agreement by the Director. 

Any o i l or gas interests in lands within the unit area not committed hereto 

prior to submission of this agreement for final approval may thereafter be 

committed hereto by the owner or owners thereof subscribing or consenting to 

this agreement, and, i f the interest is a working interest, by the owner of 

such interest also subscribing to the unit operating agreement. After 

operations are commenced hereunder, the right of subsequent joinder, as 

provided in this section, by a working interest owner is subject to such 

requirements or approvals, i f any, pertaining to such joinder, as may be 

provided for in the unit operating agreement. After final approval hereof 

joinder by a non-working interest owner must be consented to in writing 

by the working interest owner committed hereto and responsible for the 

payment of any benefits that may accrue hereunder in behalf of such non-

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

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

ing working interest in order for the interest to be regarded as committed 

hereto. Joinder to the unit agreement by a working-interest owner, at any time 

must be accompanied by appropriate joinder to the unit operating agreement, i f 

more than one committed working-interest owner is involved, in order for the 

interest to be regarded as committed to this unit agreement. Except as may 

otherwise herein be provided subsequent joinders to this agreement shall 

be effective as of the f i r s t day of the month following the f i l i n g with the 

Supervisor of duly executed counterparts of all or any papers necessary to 

establish effective commitment of any tract to this agreement unless .objection 

to such joinder is duly made within 60 days by the Director. 

29. COUNTERPARTS. This agreement may be executed in any number of 

counterparts no one of which needs to be executed by all parties or may be 

rat i f i e d or consented to by separate instrument in writing specifically 

referring hereto and shall be binding upon all those parties who have executed 

such a counterpart, r a t i f i c a t i o n , or consent hereto with the same force and 

effect as i f all such parties had signed the same document and regardless of 

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

30. SURRENDER. Nothing in this agreement shall prohibit the exercise 

by any working interest owner of the right to surrender vested in such party 

in any lease, sub-lease, or operating agreement as to all or any part of the 

lands covered thereby, provided that each party who will or might acquire such 

working interest by such surrender or by forfeiture as hereafter set forth, is 

bound by the terms of this agreement. 

I f as a result of any such surrender, the working interest rights as to 

such lands become vested in any party other than the fee owner of the unitized 

substances, said party shall f o r f e i t such rights and no further benefits from 

operation hereunder as to said land shall accrue to such party, unless within 

ninety (90) days thereafter said party shall execute this agreement and the 

unit operating agreement as to the working interest acquired through such 

surrender, effective as though such land had remained continuously subject to 

this agreement and the unit operating agreement. And in the event such agree

ments are not so executed, the party next In the chain of t i t l e shall be and 

become the owner of such working interest at the end of such ninety (90) day 

period, with the same force and effect as though such working interest had 

been surrendered to such party. 

I f as the result of any such surrender or forfeiture the working interest 

rights as to such lands become vested in the fee owner of the unitized sub

stances, such owner may: 

(1) Execute this agreement and the unit operating agreement as a 

working interest owner, effective as though such land had remained 

continuously subject to this agreement and the unit operating agreement. 

(2) Again lease such lands but only under the condition that the 

holder of such lease shall within t h i r t y (3?) days after such lands are 

so leased execute this agreement and the unit operating agreement as to 

each participating area theretofore established hereunder, effective as 

though such land had remained continuously subject to this agreement and 

the unit operating agreement. 

(3) -Operate or provide for the operation of such land independently 

of this agreement as to any party thereof or any oil or gas deposits 

therein not then included within a participating area. 

I f the fee owner of the unitized substances does not execute this 
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agreement^and the unit operating agreement as a working interest owner or 

again lease such lands as above provided with respect to each existing p a r t i c i 

pating area, within six (6) months after any such surrender or forfeiture, 

such fee owner shall be deemed to have waived the right to execute the unit 

operating agreement or lease .such lands as to each such participating area, 

and to have agreed, in consideration for the compensation hereinafter provided, 

that operations hereunder as to any such participating area or areas shall not 

be affected by such surrender. 

For any period the working interest in any lands are not expressly 

committed to the unlt operating agreement as the result of any such surrender 

or forfeiture, the benefits and obligations of operations accruing to such 

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

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

respective participating working interest ownerships in any such participating 

area or areas, and such owners of working interests shal 1 compensate the fee 

owner of unitized substances in such lands by paying sums equal to the rentals, 

minimum royalties, and royal ties applicable to such lands under the lease in 

effect when the lands were unitized, as to such participating area or areas. 

Upon commitment of a working interest to this agreement and the unit 

operating agreement as provided in this section, an appropriate accounting 

and settlement shall be made, to reflect the retroactive effect of the 

commitment, for a l l benefits accruing to or payments and expenditures made or 

incurred on behalf of such surrendered working interest during the period 

between the date of surrender and the date of recommitment, and payment of any 

moneys found to be owing by such an accounting shall be made as between the 

parties then signatory to the unit operating agreement and this agreement 

within t h i r t y (30) days after the recommitment. The right to become a party 

to this agreement and the unit operating agreement as a working interest 

owner by reason of a surrender or forfeiture as provided in this section shall 

not be defeated by the nonexistence of a unit operating agreement and in the 

event no unit operating agreement is in existence and a mutually acceptable 

agreement between the proper parties thereto cannot be consummated, the 

Supervisor may prescribe such reasonable and equitable agreement as he deems 

warranted under the circumstances. 

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

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

working interest to the. party from whom obtained shall be subject to the same 

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

to surrender. 

31. TAXES. The working interest owners shall render and pay for their 

account and the account of the royalty owners all valid taxes on or measured 

by the unitized substances in and under or that may be produced, gathered and 

sold from the land subject to this contract after the effective date of this 

agreement, or upon the proceeds or net proceeds derived therefrom. The working 

interest owners on each tract shall and may charge the proper proportion of 

said taxes to the royalty owners having interests in said tract, and may 

currently retain and deduct sufficient of the unitized substances or derivative 

products, or net proceeds thereof from the allocated share of each royalty 

owner to secure reimbursement for the taxes so paid. No such taxes shall be 

charged to the United States or the State of New Mexico or to any lessor who 

has a contract with his lessee which requires the lessee to pay such taxes. 

32. NO PARTNERSHIP. I t is expressly agreed that the relation of the 

parties hereto is that of independent contractors and nothing in this agreement 

contained, expressed or implied, nor any operations conducted hereunder, shall 

create or be deemed to have created a partnership or association between the 

parties hereto or any of them. 

33. FOREST LAND STIPULATION. Notwithstanding any other terms and 

conditions contained in this agreement, all of the stipulations and conditions 

of the individual leases between the United States and its lessees or their 

successors or assignees embracing lands within the unit area included for the 

protection of lands or functions under the jurisdiction of the Secretary of 

Agriculture shall remain in f u l l force and effect the same as though this 

agreement had not been entered into, and no modification thereof is 

authorized except with the consent in writing of the Regional Forester, 

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

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

executed and have set opposite their respective names the date of execution. 



CANADA OJITOS UNIT AREA 

RIO ARRIBA COUNTY, NEW MEXICO 

UNIT OPERATOR 

ADDRESS: 

158 Petroleum Center Building 

Farmington, New Mexico 

STATE OF New Mexico ) 
: SS 

COUNTY OF San Juan ) 
(A 

The foregoing Unit Agreement was acknowledged before me this ? 1 

day of _ , 1963, by /g>w f~),< , the 

~J~X. , of Bol ack-G reer, Inc, a 

corporat ion, on behalf of said corporation. 

Notary Ptibl ic J 

My commission expires 
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CERTl FI CATION—DETERMINATION 

14-08-0001 85 26 
Pursuant to the authority vested in the Secretary of Interior, under 

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

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

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

A. Approve the attached agreement for the development and operation 

of the Canada Ojitos Unit Area, State of New Mexico. 

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

operation contemplated in the attached agreement is necessary and advisable 

in the public interest for the purpose of more properly conserving the 

natural resources. 

C. Certify and determine that the d r i l l i n g , producing, rental, 

minimum royalty, and royalty requirements of a l l Federal leases committed 

to said agreement are hereby established, altered, changed, or revoked to 

conform with the terms and conditions of this agreement. 

Dated 1 9 1953 

Acting Director, United States Geological Survey 

W JUDAISM 



AMENDMENT TO 

UNIT AGREEMENT 

CANADA OJITOS UNIT' AREA 

M \yj COUNTY OF RIO ARRIBA 

STATE OF NEW MEXICO 0; s. czaxsac-x *iur;.T£ \ 

THIS AMENDMENT made as of the 1st day of January, 1969, 

by the par t i e s who execute or r a t i f y ' t h i s amendment or a 

counterpart thereof. 

WHEREAS, the parties hereto have entered i n t o that c e r t a i n 

UNIT AGREEMENT FOR THE DEVELOPMENT AND OPERATION OF THE CANADA 

OJITOS UNIT AREA, COUNTY OF RIO ARRIBA/ STATE OF NEW MEXICO, 

dated as of the 1st day. of A p r i l , 1963, effe c t i v e June 19, 1963, 

the date approved by the United States Geological Survey, and 

designated Agreement No. 14-08-0001 8526, hereinafter referred 

t o as the "Unit Agreement"; and 

• WHEREAS, the par t i e s who execute a Rd-ratify t h i s amend

ment, or a counterpart hereof, desire to amend Sections 11 and 

12 of the Unit Agreement; 

NOW., THEREFORE, i n consideration of the mutual benefits 

r e s u l t i n g , IT IS AGREED, that Sections 11 and 12 of the Unit 

Agreement be, and the same are hereby, amended and revised as 

fo l l o w s : 

Section 11: 

On Page 10, Line 22 of the approved Unit 

Agreement, a f t e r the word "quantities" insert the 

phrase "or necessary to unit operations", and a f t e r 

the word "as" i n s e r t the phrase "unnecessary to .unit 

operations or". • N • 

On Page 10, Line 32 of the" approved Unit 

Agreement, a f t e r the word "quantities" insert the 

phrase "or necessary to unit operations". 

Section 12: 

On Page 12, Line 1 of the approved Unit 

Agreement, between the word "otherwise" and the period 

Insert the language "and the allocation of production 

W I T N E S S E T H 



to land added to a participating area on the basis 

of i t s importance to unit operations may be upon 

such equitable basis 3s may be approved by the 

Director". 

This amendment shall be' binding upon a l l the parties who 

execute or r a t i f y the same retroactively to the effective 

date hereof, even though - i t is not executed by a l l of the 

parties to the original Unit Agreement, and this amendment 

shall extend td and be binding upon their respective heirs, 

executors, administrators, successors and assigns. 

This amendment may be executed i n any number of counter

parts, no one of which needs to be executed by a l l parties, 

or may be r a t i f i e d or consented to by separate Instrument, 

i n writing, specifically referring hereto, and shall be binding 

upon a l l parties who hav^ executed such.a counterpart, 

r a t i f i c a t i o n or consent hereto with the same force and effect 

as I f a l l parties had signed the same document. 

IN WITNESS WHEREOF, the parties hereto have executed this 

amendment as of the day and year f i r s t above written, and have 

set opposite their names the date of such execution. 

DATE: BENSON-MONTIN-GREER DRILLING CORP. 

BY: 
President 

ATTEST: • . 

A-Prcv,d__£L£L.SiA-s9 
: " ATTEST: 



DATE: 

3-3 -£c( 
£?. H. Carpenter 

Albert R. Greer 

GREER ENTERPRISES LTD. 

BY: 
General Partner 

- . 3 7 — 

B i l l L. Harbert 

Jack London, Jr. 

MONTIN-HARBERT PIPELINE CONSTRUCTION-
CO. , <r-rNC~.— 

U , \—• 
BY: 

President 

ATTEST: 

A. C. Montin 

Wm. V. Montin 

Jessie Stanley-

V i r g i l L. Stoabs 



STATE OF NEV/-MEXICO 
SS. 

COUNTY OF SAN JUAN 

Acknowledged before me thisyy ' day of -.< ̂  •, s , , 1969, 
by ALBERT R. GREER. President of BENSON-MONTIN-GREER-'DRILLING 
CORP., on behalf of said corporation. 'y 

My Commission Expires : tfj^yf^**Js 
O r> /y <-, • ' ~/7 Notary Pub l i c 

STATE OF NEW MEXICO 
SS 

COUNTY-OF SAN JUAN 

Acknowledged before me this /ji^""Q a y 0 f ^uzs-csb , 1969, 
by TOM BOLACK. 

My Commission Expires: 

/& H i \ ^ 7 N o t a r y Public 

STATE OF NEW MEXICO 
SS 

COUNTY OF SAN JUAN 

Acknowledged before me this Jc day o f > ^ ^ t yr -,.^—1969, 
by JOHN R. ANDERSON. ^ ^ 

My Commission Expires 

l ) ' ^ * <3 Notary Public 

STATE CF NEW MEXICO 
SS. 

COUNTY OF SAN JUAN 

-7 n 
Acknowledged before me this .v-'-""" day of -^--r- 1969, 

by JOHN R. ANDERSON, President of AMCO, INC/f~on behalf of 
s-aid corporation. 

My Commission Expires: , , / f . / 

CU.^ y / / f 7' ^ Notary Public 
./7 

STATE OF TEXAS ) 

4 ) ss. 
COUNTY OF. / t o •<. ' • 

Acknowledged before me this j - --_ day of />n • • -, - / , I969, 
by F. H. CARPENTER. ~^ 

My Commission Expires: V . / X ,•/' , 

-̂'-"----'•-•-V-.-vT T->-̂y**T r̂ T^* T.*...'. „Notary, publiĉ .... 



STATE OF NEW MEXICO 

COUNTY OF SAN JUAN 
SS. 

Acknowledged before me t h l s A 7 ^ day of ^f^,.v..<^., , 1969. 
by ALBERT R. GREER, I n d i v i d u a l l y , and as General Partner of 
GREER ENTERPRISES, LTD., a Limited Partnership. 

My Commission Expires: 

STATE OF-jQSkAHOMA 

COUNTY OF OKLAHOMA 
S S . 

/Notary Public 

Acknowledged before me this / f 6/~day of S^-Z^ 
by BILL L . HARBERT. ^ ) ^ -

, 1969, 

My Commission Expires: 

Notary Public 

STATS OF OKLAHOMA 

COUNTY OF OKLAHOMA 
S S . 

Acknowledged before me t h i s 
by JACK LONDON, JR. 

- f - day of -rLJi~*.*~»f , 1969, 

My Commission Expires: 

Notary Public 

STATE OF OKLAHOMA 

COUNTY OF OKLAHOMA 
SS. 

Acknowledged before me this /7 ~ day of - f ^ u 
by WM. V. MONTIN, President of MO NTIN-HAR3ERT PIPELINE 
CONSTRUCTION CO., INC., on behalf of said corporation." 

, 1969, 

My Commission Expires 

Notary Public 

STATE OF OKLAHOMA 

COUNTY OF OKLAHOMA. 
SS. 

Acknowledged before me t h i s 
by A. C. MONTIN. 

day of . 1969, 

My Commission Expires / 

1 L 

tf 

Notary Public ' 



UNIT OPERATING AGREEMENT 

FOR THE DEVELOPMENT AND OPERATION OF THE 

CANADA OJITOS UNIT AREA, 

COUNTY OF RIO ARRIBA 

STATE OF NEW MEXICO 

This Unit Operating Agreement fcr the captioned unit comprises the following five divisions: 

I . THIS INTRODUCTORY PAGE 

I I . TA3L5 OF CONTENTS (2 pages'. 

I I I . THE BASIC AGREEMENT (36 articles of standard provisions) 
(3-M-G 19c6 secor.c revision) (Pases 1 zo 15) 

IV. OTHER PROVISIONS CONSISTING 0? THE FOLLOWING ARTICLES: 

37. No obligation to represent other parties before the Federal Energy Regulatory Commissio 

38. Subsequently Created Lease Burdens 

39. Treatment of Non-Committed Lands 

Uo. Superiority of Unit Operating Agreement 

Ul. Additional "other provisions", I f any 

41.1 Unpaid Unit "Costs" 
41.2 Restoration in Event of Overpayment for Production Nod Taken i a Kind 
41.3 Other Provisions regarding WISP: 

A. Costs (refers to Article 6.4) 
B. Correlative rights regarding WISP production (refers to Article 6.4 
C. Extinguishment of WISP provisions in event of secondary recovery 

or pressure maintenance (refers to Articles 25 and 6.4) 
41.4 No easing Point Election for Mancos-Wells (refers to Article 4) 
41.5 Recognition of I n f l a t i o n in Investment Adjustment (refers to A r t i c l e 13 

V. EXHIBITS AS FOLLOWS: 

Exhibit A - Identifying, i f apDlicable. variable provisions of Articles 6, 12. 25 and 
Exhibit U 

Part I - as to Article 6 (WISP) 

Part I I - as to Article 12.2(b) - exception wells 

Part I I I - as to Article 25.1 - Voting percent fcr secondary Recovery 

Part IV - As to Exhibit U - minimum sizes of tracts for d r i l l i n g blocks 

Exhibit 1 - Description of Unit Area (refers 2d to in f i r s t r e c i t a l ) 

Exhibit 2 - Accounting Procedure 'referred to in Sections l.U and l.lS) 

Exhibit 3 - I n i t i a l Test Veil ''referred to ln Sections 1.13, £.1, 3-1 and 3.2) 

Exhibit U - Part 1: D r i l l i n g cf Exploratory Wells 

Part 2: Attempted Completion, Deepening, Plugging Back and Abandonment 

Exhibit 5 - Insurance (referred to in Sections 16.2A, 16.23 and 16.2C) 

Exhibit 5 - Non-Discrininatior.: Executive Order 112^6 (30F.R. 12315), Section 202 

Other Exhibits, i f any 

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

'For purposes of identification this Unit Operating Agreement is given Code Number COUOA-3181 , which 
code number appears at the bottom of any page of the Unit Operating A.greement or i t s exnioits whicn require iden
t i f i c a t i o n of variables, or on which a change or modification from the printed form has been made. 

EXHIBIT C 



EXHIBIT A 

ATTACHED TO AND MADE A PART OF 
THAT CERTAIN AGREEMENT ENTITLED 

UNIT OPERATING AGREEMENT 
CANADA OJITOS UNIT 

RIO ARRIBA COUNTY, NEW MEXICO 

DATED MARCH 1, 1981 

This E x h i b i t A comprises 4 p a r t s , as f o l l o w s : 

PART I 

WORKING INTEREST SEGREGATED PRODUCTION 

The Working I n t e r e s t share of production taken from the f o l l o w i n g 
described w e l l s , i n s o f a r as such production i s from the formations 
set f o r t h below, i s segregated from the remainder of the U n i t i z e d 
Substances as provided, by the terms of Section 6.4 o f the Unit 
Operating Agreement. The "associated lands" as to each w e l l i s also 
l i s t e d below, and the r i g h t s and o b l i g a t i o n s accruing thereto are 
defined i n the Unit Operating Agreement, p a r t i c u l a r l y i n Section 6.4 
(and 14.2 as to v o t i n g c o n t r o l ) . 

WELT. LOCATION 

A l l Any l o c a t i o n 
w e l l s approved by 

duly c o n s t i t u e d 
a u t h o r i t i e s 

FORMATION 

A l l 
formations 
except the 
"Main 
Mancos"* 

ASSOCIATED 
LANDS 

A l l lands i n 
the Third 
Expansion Area 
which are: 
T-24N, R-J 
Sec. 5 
Sec. 6 
Sec. 7 
Sec. 8 
T-25N, R 
Sec. 
Sec, 
Sec, 
Sec, 
Sec, 
Sec. 
Sec, 
Sec, 

5 
6 
7 
8 

17 
18 
19 
20 

Sec. 29 
Sec, 
Sec. 

30 
31 

Sec. 32 
T-26N, R 
Sec. 
Sec. 
Sec. 
Sec. 
Sec. 17 
Sec. 18 
Sec. 19 
Sec. 20 
Sec. 29 
Sec. 30 
Sec. 31 
Sec. 32 

•1W 
A l l 
A l l 
A l l 
A l l 

•1W 
A l l 
A l l 
A l l 
A l l 
A l l 
A l l 
A l l 
A l l 
A l l 
A l l 
A l l 
A l l 

•1W 
W/2 
A l l 
A l l 
W/2 
W/2 
A l l 
A l l 
W/2 
A l l 
A l l 
A l l 
A l l 

WORKING 
INTEREST 
OWNER 

A l l Working 
I n t e r e s t 
Owners -
See attached 
l i s t 

* "Main Mancos" formation defined i n Special D e f i n i t i o n s , Page 1 of 
Agreement. 

COUOA-3181 
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PART I I 

EXPLORATORY WELLS TO WHICH THE EXCEPTION TERMS 
OF SECTION 12.2 (b) APPLY 

- NONE -

PART I I I 

VOTING PERCENTAGE REQUIRED FOR INSTITUTION OF 
PRESSURE MAINTENANCE OF SECONDARY RECOVERY 

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

PART IV 

MINIMUM SIZES OF TRACTS FOR DRILLING BLOCKS 

The minimum size of a tra c t forming a D r i l l i n g Block for an 
Exploratory Well (Paragraph 1 of Part I of Exhibit 4) shall be defined 
by the objective formation- to be d r i l l e d , as l i s t e d below. I f more 
than one of the objective formations l i s t e d below are the objective 
formations, the D r i l l i n g Block shall be no smaller than that shown 
for the formation with the largest size l i s t e d below. I f no objective 
formation i s l i s t e d below there is no requirement for minimum size 
D r i l l i n g Block for a well projected to that formation. 

A. Niobrara Member of the Mancos Formation: Four governmental 
sections, except for that part of the unit-area in Township 26 North, 
Range 1 West outside the pa r t i c i p a t i n g area in which the p a r t i c i p a t i n g 
area is joined on the west by half sections, i n which the d r i l l i n g 
block s h a l l comprise two sections and two half sections ( i . e . E/2 of 
Section 5, E/2 of Section 8, a l l of Section 6 and a l l of Section 7). 

EXHIBIT A 
COUOA-3181 PAGE 2 



COPAS — 1974 

Recommended by the 
Council o f Petroleum 
Accountants Societies of 
North America 

EXHIBIT " 2 " 

Attached to and made a part of _.J;Jmfc_JLe;rj;aIn._^ 
Unit Operating Agreement, Canada Oji tos_Unit A_rea, 

31°...A^.V.i3'^.3'9^P7'.i.. New" 'Mexico"" "dated" Harcn ± ~~" 198l 

A C C O U N T I N G P R O C E D U R E 
JOINT O P E R A T I O N S 

I . GENERAL PROVISIONS 

1. Definitions 
"Joint Property" shall mean the real and personal property subject to the agreement to which this Accounting 
Procedure is attached. 

"Joint Operations" shall mean all operations necessary or proper for the development, operation, protection and 
maintenance of the Joint Property. 
"Joint Account" shall mean the account showing the charges paid and credits received in the conduct of the Joint 
Operations and which are to be shared by the Parties. 

"Operator" shall mean the party designated to conduct the Joint Operations. 
"Non-Operators" shall mean the parties to this agreement other than the Operator. 
"Parties" shall mean Operator and Non-Operators. 
"First Level Supervisors" shall mean those employees whose primary function in Joint Operations is the direct 
supervision of other employees and/or contract labor directly employed on the Joint Property in a field operat
ing capacity. 
"Technical Employees" shall mean those employees having special and specific engineering, geological or other 
professional skills, and whose primary function in Joint Operations is the handling of specific operating condi
tions and problems for the benefit of the Joint Property. 

"Personal Expenses" shall mean travel and other reasonable reimbursable expenses of Operator's employees. 

"Material" shall mean personal property, equipment or supplies acquired or held for use on the Joint Property. 

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

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

3. Advances and Payments by Non-Operators 
Unless otherwise provided for in the agreement, the Operator may require the Non-Operators to advance their 
share of estimated cash outlay for the succeeding month's operation. Operator shall adjust each monthly billing 
to reflect advances received from the Non-Operators. 

Each Non-Operator shall pay its proportion of all bills within fifteen (15) days after receipt. If payment is not 
made within such time, the unpaid balance shall bear interest monthly at the rate of twelve percent (12%) per 
annum or the maximum contract rate permitted by the applicable usury laws in the state in which the Joint 
Property is located, whichever is the lesser, plus attorney's fees, court costs, and other costs in connection with 
the collection of unpaid amounts. 

4. Adjustments 

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

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

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

COUOA-3181 



I I . DIRECT CHARGES 

Operator shall charge the Joint Account wi th the following items: 

1. Rentals and Royalties 

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

2. Labor 

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

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

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

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

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

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

3. Employee Benefits 

Operator's current costs of established plans for employees' group life insurance, hospitalization, pension, re
tirement, stock purchase, th r i f t , bonus, and other benefit plans of a like nature, applicable to Operator's labor 
cost chargeable to the Joint Account under Paragraphs 2A and 2B of this Section I I shall be Operator's actual 

cost not to exceed twenty-six percent (26%) -
4. Material 

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

5. Transportation 

Transportation of employees and Material necessary for the Joint Operations but subject to the following l imita
tions: 

A. I f Material is moved to the Joint Property f rom the Operator's warehouse or other properties, no charge shall 
be made to the Joint Account for a distance greater than the distance from the nearest reliable supply store, 

. recognized barge terminal, or railway receiving point where like material is normally available, unless agreed 
to by the Parties. 

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

C. In the application of Subparagraphs A and B above, there shall be no equalization of actual gross trucking cost 
of 5200 or less excluding accessorial charges. 

6. Services 

The cost of contract services, equipment and utilities provided by outside sources, except services excluded by 
Paragraph 9 of Section I I and Paragraph 1. i i of Section I I I . The cost of professional consultant services and con
tract services of technical personnel directly engaged on the Joint Property i f such charges are excluded f rom the 
Overhead rates. The cost of professional consultant services or contract services of technical personnel not d i 
rectly engaged on the Joint Property shall not be charged to the Joint Account unless previously agreed to by 
the Parties. 

7. Equipment and Facilities Furnished by Operator 

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

• of the Joint Property. 

B. . In lieu of charges in Paragraph 7A above, Operator may elect to use average commercial rates prevailing in 
the immediate area of the Joint Property less 20c'c. For automotive equipment, Operator may elect to use rates 
published by the Petroleum Motor Transport Association. 

8. Damages and Losses to Joint Property 

A l l costs or expenses necessary for the repair or replacement of Joint Property made necessary because of dam
ages or losses incurred by fire, flood, storm, theft, accident, or other cause, except those resulting from Operator's 
gross negligence or w i l l f u l misconduct. Operator shail furnish Non-Operator written notice of damages or losses 
incurred as soon as practicable after a report thereof has been received by Operator. 

9. Legal Expense 

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

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

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

12. Other Expenditures 
Any other expenditure not covered or dealt with in the foregoing provisions of this Section I I , or in Section I I I , 
and which is incurred by the Operator in the necessary and proper conduct of the Joint Operations. 

HI. OVERHEAD 

1. Overhead - Drilling and Producing Operations 
i . As compensation for administrative, supervision, office services and warehousing costs, Operator shall charge 

drilling and producing operations on either: 
( X ) Fixed Rate Basis, Paragraph IA, or 
( ) Percentage Basis, Paragraph IB. 

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

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

A. Overhead - Fixed Rate Basis 

(1) Operator shall charge the Joint Account at the following rates per well per month: 
Drilling Well Rate % 1 , 5 1 7 . 0 0 : 

^Producing Well Rate $ 27/3 • 0 0 
compressor Operating hate $2/3.00 

(2) Application of Overhead - Fixed Rate Basis shall be as follows: 
(a) Drilling Well Rate 

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

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

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

(b) Producing Well Rates 
[1] An active well either produced or injected into for any portion of the month shall be considered 

as a one-well charge for the entire month. 
[2] Each active completion in a multi-completed well in which production is not commingled down 

hole shall be considered as a one-well charge providing each completion is considered a separate 
well by the governing regulatory authority. 

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

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

[5] Al l other inactive wells (including but not limited to inactive wells covered by unit allowable, 
lease allowable, transferred allowable, etc.) shall not qualify for an overhead charge. 

(6) An observation well shall be considered an active well. 
(3) The well rates shall be adjusted as of the first day of April each year following the effective date of the 

agreement to which this Accounting Procedure is attached. The adjustment shall be computed by multi
plying the rate currently in use by the percentage increase or decrease in the average weekly earnings of 
Crude Petroleum and Gas Production Workers for the last calendar year compared to the calendar yerr 
preceding as shown by the index of average weekly earnings of Crude Petroleum and Gas Fields Produc
tion Workers as published by the United States Department of Labor, Bureau of Labor Statistics, or the 
equivalent Canadian index as published by Statistics Canada, as applicable. The adjusted rates shall be 
the rates currently in use, plus or minus the computed adjustment. 
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B. Overhead - Percentage Basis 

(1) Operator shall charge the Joint Account at the following rates: 

(a) Development 

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

(b) Operating 
Percent ( % ) of the cost of Operating the Joint Property exclusive of costs provided 

under Paragraphs 1 and 9 of Section I I , all salvage credits, the value of injected substances purchased 
for secondary recovery and all taxes and assessments which are levied, assessed and paid upon the min
eral interest in and to the Joint Property. 

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

2. Overhead - Major Construction 

To compensate Operator for overhead costs incurred in the construction and installation of fixed assets, the ex
pansion of fixed assets, and any other project clearly discernible as a fixed asset required for the development and 
operation of the Joint Property, Operator shall either negotiate a rate prior to the beginning of construction, or shall 
charge the Joint Account for Overhead based on the following rates for any Major Construction project in excess 
o f $ 2 5 , 0 0 0 . 0 0 ; 

A. _ _ i L _ % of total costs i f such costs are more than $ 2 5 ) 0 0 0 . 0 0 but less than $ 1 0 0 , 0 0 0 . 0 0 p i u s 

B. 3 % of total costs in excess of $ 1 0 0 , 0 0 0 . 0 0 hut less than $1,000,000; plus 
c __JL__% of total costs in excess of $1,000,000. *To be negotiated i f applicable. 
Total cost shall mean the gross cost of any one project. For the purpose of this paragraph, the component parts 
of a single project shall not be treated separately and the cost of drilling and workover wells shall be excluded. 

3. Amendment of Rates 

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

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

Operator is responsible for Joint Account Material and shall make proper and timely charges and credits for all ma
terial movements affecting the Joint Property. Operator, shall provide all Material for use on the Joint Property; how
ever, at Operator's option, such Material may be supplied by the Non-Operator. Operator shall make timely disposition 
of idle and/or surplus Material, such disposal being made either through sale to Operator or Non-Operator, division in 
kind, or sale to outsiders. Operator may purchase, but shall be under no obligation to purchase, interest of Non-Opera
tors in surplus condition A or B Material. The disposal of surplus Controllable Material not purchased by the Opera
tor shall be agreed to by the Parties. 

1. Purchases 

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

2. Transfers and Dispositions 

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

A. New Material (Condition A) 

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

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

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

(b) Movement of 30,000 pounds or more shall be priced under provisions of tubular goods pricing in Para
graph 2A (1) of this Section IV. 

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

B. Good Used Material (Condition B) 
Material in sound and serviceable condition and suitable for reuse without reconditioning: 

(1) Material moved to the Joint Property 
(a) At seventy-five percent (759c) of current new price, as determined by Paragraph 2A of this Section IV. 

(2) Material moved from the Joint Property 
(a) At seventy-five percent (759c) of current new price, as determined by Paragraph 2A of this Section IV, 

if Material was originally charged to the Joint Account as new Material, or 
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(b) at sixty-five percent (659c) of current new price, as determined by Paragraph 2A of this Section 
IV, if Material was originally charged to the Joint Account as good used Material at seventy-five per
cent * 75 9c) of current new price. 

The cost of reconditioning, if any, shall be absorbed by the transferring property. 

C. Other Used Material (Condition C and D) 

(1) 'Condition C 

Material which is not in sound and serviceable condition and not suitable for its original function until 
after reconditioning shall be priced at f i f ty percent (509c) of current new price as determined by Para
graph 2A of this Section IV. The cost of reconditioning shall be charged to the receiving property, pro
vided Condition C value plus cost of reconditioning does not exceed Condition B value. 

(2) Condition D 
Al l other Material, including junk, shall be priced at a value commensurate with its use or at prevailing 
prices. Material no longer suitable for its original purpose but usable for some other purpose, shall be 
priced on a basis comparable with that of items normally used for such other purpose. Operator may dis
pose of Condition D Material under procedures normally utilized by the Operator without prior approval 
of Non-Operators. 

D. Obsolete Material 

Material which is serviceable and usable for its original function but condition and/or value of such Material 
is not equivalent to that which would justify a price as provided above may be specially priced as agreed to by 
the Parties. Such price should result in the Joint Account being charged with the value of the service ren
dered by such Material. 

E. Pricing Conditions 

(1) Loading and unloading costs may be charged to the Joint Account at the rate of fifteen cents (15g) per 
hundred weight on all tubular goods movements, in lieu of loading and unloading costs sustained, when 
actual hauling cost of such tubular goods are equalized under provisions of Paragraph 5 of Section I I . 

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

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

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

V. INVENTORIES 

The Operator shall maintain detailed records of Controllable Material. 

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

2. Reconciliation and Adjustment of Inventories 

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

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

4. Expense of Conducting Periodic Inventories 
The expense of conducting periodic Inventories shall not be charged to the Joint Account unless agreed to by the 
Parties. 
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EXHIBIT 3 

ATTACHED TO AND MADE A PART OF 
THAT CERTAIN AGREEMENT ENTITLED 

UNIT OPERATING AGREEMENT 
CANADA OJITOS UNIT AREA 

RIO ARRIBA COUNTY, NEW MEXICO 

DATED MARCH 1, 1981 

INITIAL TEST WELL 

The obligation well called for in Section 9 of the Unit Agreement 
s h a l l be considered as an i n i t i a l test well and shall be d r i l l e d at 
a l o c a t i o n approved i n conformance with the terms of the Unit 
Agreement and to the depth specified in said Section 9. The cost 
of d r i l l i n g t h i s obligation well shall be borne by the Parties. 
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EXHIBIT h 

TO UNIT OPERATING AGREEMENT 

PART 1 

DRILLING OF EXPLORATORY V/SLLS 

1. NOTICE OF PROPOSED DRILLING. Any Party desiring the d r i l l i n g of an Exploratory Well on land ln which i t 
owns a Committed Working Interest shall designate an area, herein called a proposed D r i l l i n g Block, comprising, 
unless established as to size under the provisions of A r t i c l e 39.1 or Section 8 of this Part 1 of Exhibit 4, 
an area not to exceed 5>760 acres which, on the basis of available geological information w i l l , i n i t s 
judgement, be proved productive by the d r i l l i n g of such well; provided, however, that minimum sizes of such 
D r i l l i n g Blocks may be established by the Parties by so designating (by objective formation) ln Exhibit A hereto. 
Unit Operator and each Party within the proposed D r i l l i n g Block shall be furnished with a plat and description 
of the area so designated, together with written notice of the location, objective formation, maximum depth, and 
estimated cost of the proposed well. Trie location of the proposed well shall conform to any applicable spacing 
pattern then existing or an authorized exception thereto. The proposed D r i l l i n g Block shall include no land in 
an established participating area for the objective-formation f o r the well to be d r i l l e d thereon nor any land 
wltnin an active, prvlously designated D r i l l i n g Block for such formation. 

2. EXCLUSION OF LAND FROM PROPOSED DRILLING BLOCK AND ESTABLISHMENT OF DRILLING BLOCK. Within t h i r t y days 
afte r receipt of notice of proposal to form a D r i l l i n g Block, any part of the land included in the proposed 
D r i l l i n g Block may be excluded therefrom at the Direction of the Parties therein; provided, however, that the 
authority to reduce the size of the block granted under the Direction of the Parties is limited ln that the 
reduced area must contain not less than 240 acres. In such event the proposed D r i l l i n g Block as reduced by the 
exclusion of such land shall be established as a D r i l l i n g Block. In the absence of any such Direction to reduce 
the size of the proposed D r i l l i n g Block, then at the expiration of said period, the proposed D r i l l i n g Block 
shall be established as the D r i l l i n g Block. The D r i l l i n g Block shall be considered active f o r ninety (90) days 
afte r the designation thereof and i f a well is commenced thereon within such period u n t i l either: 

A. The completion of the well, i f i t is completed otherwise than as a producer of unitized substances 
i n paying quantities, or 

B. The f i l i n g with the Director of a proposal f o r the establishment or revision of a participating 
area i f the d r i l l i n g of the well results ln the f i l i n g of such proposal. 

3. BASIS OF PARTICIPATION. Each Party within tne D r i l l i n g Block shall be entitled to participate in the 
Costs of the proposed well on an Acreage Basis, but shall be required to do so only i f i t n o t i f i e s the other 
Parties of i t s willingness so to participate as hereinafter i n this A r t i c l e provided. 

4. PRELIMINARY NOTICE TO JOIN IN DRILLING. Within ten days after the establishment of the D r i l l i n g Block 
each Party within such D r i l l i n g Block shall in writi n g advise a l l other Parties therein whether or net i t wishes 
to participate i n the D r i l l i n g of the proposed well. I f any Party f a i l s to give such advice within the 
prescribed time, i t shall be deemed to have elected not to participate i n D r i l l i n g such proposed well. I f a l l 
Parties within the D r i l l i n g Block so advise that they wish to participate therein, the Unit Operator shall 
D r i l l the proposed well f o r the account of a l l such Parties. 

5. NOTICE OF ELECTION TO DRILL. Unless a l l Parties within the D r i l l i n g Block agree to participate i n 
D r i l l i n g such well, tnen, within f i f t e e n days after the expiration of the ten day period last above provided 
i n Section 4, each Party within the D r i l l i n g Block then desiring to have the proposed well D r i l l e d , shall give 
to a l l other Parties therein written notice of i t s election to proceed with the D r i l l i n g of said well. 
Failure to give such notice shall be deemed an election not to participate l n D r i l l i n g the well. 

6. EFFECT OF ELECTION TO DRILL. I f one or more, but not a l l of the Parties, elect to proceed with the 
D r i l l i n g of the well, Unit Operator shall d r i l l the well for the account of such Party or Parties on an 
Acreage Basis among themselves who shall constitute the D r i l l i n g Party. 

Any Party within the D r i l l i n g Block who has not previously elected to participate in the proposed well 
may do so by written notice given to a l l other Parties within the D r i l l i n g Block at any time before operations 
f o r the D r i l l i n g cf tne well are commenced, ln which event such Party shall be included in the D r i l l i n g Party. 
However, such Farty shall be bound by any and a l l Directions and Approvals theretofore given by the D r i l l i n g 
Party concerning the D r i l l i n g of the well. 

7. RIGHTS AND OBLIGATIONS CF DRILLING PARTY AND NON-DRILLING PARTY. Whenever an Exploratory Well is d r i l l e d 
otnerwise than for the account of a i l Committed Working Interests within the D r i l l i n g Block, tne provisions 
cf Article 12 dealing with Rights and Obligations of D r i l l i n g Party and Non-Drilling Parties shall be applicable. 

8. REQUIRED DRILLING. I f an Exploratory Well i s Drilled as a required well in accordance with Section 10.43, 
the D r i l l i n g Block for such well shall consist of a l l forty-acre subdivisions and lots of the Public Land 
Survey of which more than one-half of the surface area is within a distance of 2,300 feet from the proposed 
bottom hole location of such well, but excluding therefrom a l l lands within a participating area theretofore 
established f o r tne pool or zone to which ihe well is to be Dr i l l e d ; provided, r.owever, i f the well be one 
resulting from "forced-pooling" as described in A r t i c l e 10.1 hereof, the D r i l l i n g Block shall be those lands 
ur.der the Committed Interests which appear within the spacing unit prescribed by tne subject order. 

I . COMPLETION ATTEMPT WHEN DRILLED. The attempted completion of an" v/ell when tne d r i l l i n g tnerecf reaches 
i t s projected depth, and zne Deepening or Plugging Back of any well not cc-pletei as a producer at i t s projected 
depth, sr.all be governed by the following provisions, except tnat cai.J provisions snail not apply to a p a r t i 
cular well i f every Party e n t i t l e d to tne notice provided for in Subdivision .-. hereof has consented to 
abandonment and plugging of such well: 

A. Notice by Unit Operator. After any well has reached iss projected depth and been tested, but 
before production" pipe nas been set therein, Unit Operator shall give notice thereof to each Party 
who participated in D r i l l i n g the well, and to each additional Party, i f any, who was e n t i t l e d to 

' • participate therein but elected not to do so. Each notice provided for in this section shall be 
given by telegraph or telephone. Also before abandoning a Development Well which has been Dr i l l e d 
to i t s projected depth but not completed as a producer, Unit Operator shall give notice thereof to 
each Party within the participating area involved. 

E. Right to Attempt Completion, Deeper, or Plug Back. Each Party wno participated in the D r i l l i n g of 
a well concerning which notice is giv-n in accordance with Subdivision A hereof may i n i t i a t e a 
proposal to attempt the completion of, or to Deepen or Plu~ Back sucn well; provided that, i n tne 
absence of such i n i t i a t i o n , any Party owning a Committed Working Interest in the tract (as iden t i f i e d 
in Exhibit-B to the Unit Agrear.ent) of land on which tne well is located may i n i t i a t e a proposal 
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4. CONFLICTS. I f c o n f l i c t i n g elections to attempt completion, Deepen, or Plug Back are made in accordance 
with the preceding provisions of Part 2 of this Exnibit 4, preference shall be given f i r s t to a completion 
attempt and then to Deepening. However, I f a completion attempt, a Deepening or Plugging Back does not 
result l n completion of the well as a producer, Unit Operator shall again give notice i n accordance with Sub
division A of Paragraph 1 of Part 2 of this Exhibit 4 before abandoning the well for plugging. 

5. DEEPENING OR PLUGGING BACK TO PARTICIPATING AREA. I f a well within the surface boundaries of a p a r t l c l -
patlng area is to be Deepened or Plugged Back to a pool or zone for which sucn participating area has been 
established, sue. nperatlon may be conducted only i f i t receives the Approval of the Parties within such 
partici p a t i n g are*, and upon such terms and conditions as may be specified i n such Approval. 

6. RIGHTS AND OBLIGATIONS OF DRILLING PARTY AND NON-DRILLING PARTIES. Whenever an attempt to complete a 
well is made, or a well i s Deepened or Plugged Back, otnerwise than for the account of a l l Parties entitled to 
participate therein, the provisions of Article 12 dealing with Rights and Obligations of D r i l l i n g Party and 
Non-Drilling Parties shall apply. 
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EXHIBIT 5 

ATTACHED TO AND MADE A PART OF 
THAT CERTAIN AGREEMENT ENTITLED 

UNIT OPERATING AGREEMENT 
CANADA OJITOS UNIT AREA 

RIO ARRIBA COUNTY, NEW MEXICO 

DATED MARCH 1, 1981 " 

INSURANCE 

In addition to the insurance coverage set out in A r t i c l e 16.2 
hereof, Unit Operator shall carry the following insurance for the 
benefit and protection of the j o i n t account: 

1. Primary Comprehensive General Public L i a b i l i t y Insurance 
with l i m i t s , (a) as to Bodily Inju r y of not less than One 
Hundred Thousand Dollars ($100,000.00) for each person and 
not less than Three Hundred Thousand Dollars ($300,000.00) 
for each occurrence, and (b) as to Property Damage of not 
less than One Hundred Thousand Dollars ($100,000.00) for 
each claim arising out of one occurrence and One Hundred 
Thousand Dollars ($100,000.00) for any number of claims 
arising out of one occurrence. 

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

3. A Five M i l l i o n Dollars ($5,000,000.00) single l i m i t Umbrella 
L i a b i l i t y Policy which s h a l l follow the primary coverages 
set out i n A r t i c l e 16.2 and Paragraphs 1 and 2 above, and 
c o n s t i t u t e excess p r o t e c t i o n as to primary l i m i t s per 
occurrence, but also shall extend to cover certain hazards 
not covered by the primary, subject to a returned deductible 
of Twenty-Five Thousand Dollars ($25,000.00), notably 
Underground Property Damage, Damage to Property of others 
i n care, custody and control of the operator. 

The premiums for a l l such insurance shall be charged to the j o i n t 
account. I t is understood and agreed thac Unit Operator shall not 
carry insurance covering loss by f i r e , windstorm, explosion or tornado 
to lease equipment or lease products, or any other insurance for the 
j o i n t account except by mutual agreement of the parties hereto. 
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EXHIBIT 6 

ATTACHED TO AND MADE A PART OF 
THAT CERTAIN AGREEMENT ENTITLED 

UNIT OPERATING AGREEMENT 
%. CANADA OJITOS UNIT AREA 

RIO ARRIBA COUNTY, NEW MEXICO 

DATED MARCH 1, 1981 

EQUAL OPPORTUNITY CLAUSE 

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

(1) The CONTRACTOR w i l l not discriminate against any employee or applicant for employment 
because of race, color, r e l i g i o n , sex or national o r i g i n . The CONTRACTOR w i l l take 
affirmative action to ensure that applicants are employed and that employees are treated 
during employment, without regard to their race, color, r e l i g i o n , sex, or national 
o r i g i n . Such action s h a l l include, but not be limited to the following: Employment, 
upgrading, demotion, or transfer, recruitment or recruitment advertising; layoff or 
termination; rates of pay or other forms of compensation; and selection for tra i n i n g , 
including apprenticeship. The CONTRACTOR agrees to post i n conspicuous places, available 
to employees and applicants for employment, notices to be provided by the contracting 
o f f i c e r setting f o r t h the provisions of this nondiscrimination clause. 

(2) The CONTRACTOR w i l l , i n a l l s o l i c i t a t i o n s or advertisements for employees placed by or 
on behalf of the CONTRACTOR, state that a l l q u a l i f i e d applicants w i l l receive 
consideration for employment without regard to race, color, r e l i g i o n , sex, or national 
or i g i n . 

(3) The CONTRACTOR w i l l send to each labor union or representative of workers with which he 
has a coll e c t i v e bargaining agreement or other contract or understanding, a notice to 
be provided by the agency contracting o f f i c e r , advising the labor union or workers' 
representative of the CONTRACTOR'S commitments under Section 202 of Executive Order 11246 
of September 24, 1965, and shall post copies of the notice in conspicuous places available 
to employees and applicants for employment. 

(4) The CONTRACTOR w i l l comply with a l l provisions of Executive Order 11246 of September 24, 
19--5, and of the rules, regulations, and relevant orders of the Secretary of Labor. 

(5) The CONTRACTOR w i l l furnish a l l information and reports required by Executive Order 11246 
of September 24, 1965, and by the rules, regulations, and orders of the Secretary of 
Labor, or pursuant thereto, and w i l l permit access to his books, records and accounts 
by the contracting agency and the Secretary of Labor ToT purposes of investigation to 
ascertain compliance with such rules, regulations, and orders. 

(6) In the event of the CONTRACTOR'S noncompliance with the nondiscrimination clauses of this 
Agreement or with any of such rules, regulations, or orders, t h i s Agreement may be 
cancelled, terminated or suspended i n whole or in part and the CONTRACTOR may be declared 
i n e l i g i b l e for further Government contracts i n accordance with procedures authorized in 
Executive Order 11246 of September 24, 1965, and such other sanctions may be imposed and 
remedies invoked as provided i n Executive Order 11246 of September 24, 1965, or by rule, 
regulation, or order of the Secretary of Labor, or as otherwise provided by law. 

(7) The CONTRACTOR w i l l include the provisions of paragraphs (1) through (7) i n every 
subcontract or purchase order unless exempted by rules, regulations, or orders of the 
Secretary of Labor issued pursuant to Section 204 of Executive Order 11246 of September 
24, 1965, so that such provisions w i l l be binding upon each subcontractor or vendor. 
The CONTRACTOR w i l l take such action with respect to any subcontract or purchase order 
as the contracting agency may direct as a means of enforcing such provisions including 
sanctions for noncompliance: Provided, however, that in the event the CONTRACTOR becomes 
involved i n , or is threatened with, l i t i g a t i o n with a subcontractor or vendor as a result 
of such direction by the contracting agency, the CONTRACTOR may request the United States 
to enter into such l i t i g a t i o n to protect the interests of the United States. 

B. I f required to do so by Federal law, regulation, or order, CONTRACTOR agrees that he sha l l : 

(1) F i l e with the Office of Federal Contract Compliance or agency designated by i t , a complete 
and accurate report on Standard Form 100 (EEO-1) within 30 days after the signing of this 
Agreement (unless such a report has been f i l e d in the last 12 months), and continue to 
f i l e such reports annually, on or before March 31st; 

(2) Develop and maintain a written affirmative action compliance program for each of i t s 
establishments in accordance with the regulations of the Secretary of Labor promulgated 
under Executive Order 11246, as amended. 
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(OTHER PROVISIONS) 

ARTICLE 41 

41.1 Unpaid Unit "Costs". I f any Working Interest Owner f a i l s 
to pay i t s share of Unit Costs within s i x t y (60) days after rendition 
of a statement therefor by Unit Operator, each Working Interest Owner 
agrees, upon request by Unit Operator, to pay i t s proportionate part 
of the unpaid share of Unit Costs of the defaulting Working Interest 
Owner. Working Interest Owners that pay the share of Unit Costs of 
a defaulting Working Interest Owner shall be reimbursed by Unit 
Operator for the amount so paid, plus any interest collected thereon, 
upon receipt by Unit Operator of any past due amount collected from 
the defaulting Working Interest Owner. Any Working Interest Owner 
so paying a defaulting Working Interest Owner's share of Unit Cost 
s h a l l , to obtain reimbursement thereof, be subrogated to the l i e n 
and other ri g h t s herein granted Unit Operator. 

41.2 Restoration In Event of Overpayment for Production Not 
Taken In Kind. Section 6.5 provides for the taking in kind of 
Production? and i n event of f a i l u r e to take i n kind, Section 6.6 
provides that Unit Operator may market the Production and account 
to the Owners therefor. Further with regard to Section 6.6, Unit 
Operator agrees to advise the Working Interest Owners of prices being 
received for Production and when s i g n i f i c a n t changes i n prices occur, 
and although any Working Interest Owner may at any time revoke the 
authority granted Unit Operator to market his share of Production, 
take in kind, and i n accordance-with Section 6.5 market i t : unless 
and u n t i l such a c t i o n i s taken Unit Operator may market the 
Production; and i n consideration of Unit _J2per a tor's marketing the 
Production and making d i s t r i b u t i o n of the proceeds to the Working 
Interest Owners, each of the Working Interest Owners agrees to 
indemnify and hold Unit Operator harmless from any and a l l claims, 
demands or cause of a c t i o n a r i s i n g by v i r t u e of i t s marketing 
Production and making such payments. 

I t is recognized that the price for which Production i s permitted 
to be sold may be subject to regulation by governmental authority. 
In the event such regulation does not permit retention of a l l of the 
price for which Production was sold, the Working Interest Owners 
severally agree to refund amounts i n excess of permitted levels, 
together with any applicable interest and penalties, promptly when 
required by Unit Operator; such refunds being treated as Costs under 
the meaning of A r t i c l e s 1.4 and 41.1 hereof. 

Should such refunds be required that are attr i b u t a b l e to royalty 
interests, overriding royalty interests, production payments and other 
similar interests (hereinafter called "lease burdens") and Unit 
Operator is unable to recover such refunds from the owners thereof; 
then any unrecovered refund accruing to a lease burden shall be 
treated as a Cost under the meaning of Art i c l e s 1.4 and 41.1 hereof 
chargeable to the affected Working Interest Owners in proportion to 
t h e i r Working Interests. Unit Operator shall continue to use such 
reasonable measures as deemed pr a c t i c a l - including withholding of 
proceeds of sale of Production attr-ibutable to the lease burden 
interest - to attempt to recover and cr e d i t to the accounts of the 
Working Interest Owners such outstanding refunds. 

In event l i t i g a t i o n is considered to protect the rights of the 
Working Interest Owners as to matters covered by t h i s A r t i c l e 41.2, 
Unit Operator may be authorized through the voting procedure of 
A r t i c l e 14 hereof, but not otherwise, to incur legal costs to protect 
the rights of the Working Interest Owners. 
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41.3 Other Provisions regarding V7ISP. 

A. Costs (reference A r t i c l e 6.4). Anything i n t h i s 
agreement to the contrary notwithstanding, a l l costs 
incurred i n d r i l l i n g , completion, plugging and other 
operations related to WISP production shall be paid by 
the parties e n t i t l e d to such segregated production as 
herein provided; and i n th i s regard the provisions of 
Exhibit 4, hereto, p a r t i c u l a r l y - paragraph 3 of Part I 
therein i s made subject to the terms of A r t i c l e s 6.4 and 
41.3. 

B. Correlative Rights (reference A r t i c l e 6.4). As 
between the parties to t h i s agreement, nothing herein s h a l l 
require the d r i l l i n g of any wells across a boundary between 
WISP lands and other unitized lands. Segregation of such 
production by the terms of A r t i c l e 6.4 i s deemed to in 
no way adversely affect the correlative rights of any party 
hereto, nor to e n t i t l e any party to p r o t e c t i o n from 
drainage. 

C. Extinguishment of WISP Production Provisions i n event 
of Secondary Recovery or Pressure Maintenance (refers 
to A r t i c l e 6.4 and A r t i c l e 25). In the event secondary 
recovery or pressure maintenance should be undertaken by 
the parties as provided in A r t i c l e 25, the provisions of 
A r t i c l e 6.4 pertaining to working interest segregated 
p r o d u c t i o n , as w e l l as any other p r o v i s i o n i n t h i s 
agreement concerning WISP, sha l l be of no further force 
and e f f e c t , i t being the intent of the parties that such 
segregated production provisions have no application to 
secondary recovery or pressure maintenance operations. 

41.4 No casing point election for Mancos wells (reference 
A r t i c l e 4) . Anything in t h i s agreement to the contrary 
nonwithstanding, unless through prior approval of the 
Parties, there shall be no "casing point election" accorded 
any party for wells projected to the Main Mancos formation; 
rather the Authority for Expenditure or Cost Estimate 
submitted for approval shall include costs of completion 
and equipping for production. "Non-Consent" privileges 
and penalty allowances shall be on a t o t a l well cost basis. 

41.5 Recognition of i n f l a t i o n i n investment adjustment 
(reference A r t i c l e 13). Any costs for materials, supplies 
or services used in an investment adjustment shall be that 
cost determined from current (as of the date of adjustment) 
costs, regardless of the date the cost was incurred or 
paid. 
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IN WITNESS WHEREOF, the parties hereto have executed t h i s 
agreement as of the day and year f i r s t above wri t t e n . 

UNIT OPERATOR AND WORKING INTEREST 
OWNER: 

BENSON-MONTIN-GREER DRILLING CORP. 
ATTEST: 

BY: 
Secretary Albert R. Greer, President 

STATE OF NEW MEXICO ) 
) SS 

COUNTY OF SAN JUAN ) 

The foregoing instrument was acknowledged before me thi s 
day of L 19 , by ALBERT R. GREER, President 
of BENSON-MONTIN-GREER DRILLING CORP., a corporation, on behalf of said 
corporation. 

SIGNATURE PAGE 
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UNIT OPERATING AGREEMENT 

CANADA OJITOS UNIT AREA 

RIO ARRIBA COUNTY, NEW MEXICO 

THIS AGREEMENT, made as of the f i r s t day of March, 1981, by and among 

the parties who execute or r a t i f y t h i s agreement or a counterpart 

hereof, 

WITNESSETH: 

WHEREAS, the Parties have committed their interests into that 

ce r t a i n UNIT AGREEMENT FOR THE DEVELOPMENT AND OPERATION OF THE CANADA 

OJITOS UNIT AREA, County of Rio Arriba, State of New Mexico, dated 

as of the 19th day of June, 1963, and hereinafter referred to as the 

"Unit Agreement", covering the lands described in Exhibit 1 hereto 

attached, which lands are referred to i n the Unit Agreement and i n 

th i s agreement as the "Unit Area" and which Unit Area may, by the 

terms of the Unit Agreement, be expanded or contracted, and lands 

i n the Unit Area sh a l l be the lands covered by thi s agreement, insofar 

as the o i l and gas leases thereunder are committed to the Unit 

Agreement by the Parties hereto; and 

WHEREAS, the Parties enter into t h i s agreement pursuant to 

Section 7 of the Unit Agreement; 

WHEREAS, the Parties currently are considering expanding the 

Unit Area, but whether or not i t i s expanded, the Parties nevertheless 

enter into t h i s Agreement; 

NOW THEREFORE, i n consideration of the mutual agreements herein 

set f o r t h , i t is agreed as follows: 

Construction of Regulatory Autnorities and Names. 

The authority of the Federal Power Commission, as i d e n t i f i e d 
herein, has been superseded by that of the Federal Energy 
Regulatory Commission, and wherever i n the f o l l o w i n g 
a r t i c l e s ( p a r t i c u l a r l y a r t i c l e 37) the words "Federal Power 
Commission" appear they shall be construed to mean "Federal 
Energy Regulatory Commission", or such other appropriate 
succeeding governmental authority; as is proper; 

Special D e f i n i t i o n s : 

Main Mancos formation: as used herein means those members 
of the Mancos formation from i t s top to the base of the 
Greenhorn member; and is equivalent to that stratigraphic 
i n t e r v a l shown on the Schlumberger e l e c t r i c log of the 
Canada Ojitos Unit No. 0-9 w e l l , located in the southeast 
quarter of Section 9, Township 26 North, Range 1 West, 
between the depths or 6155' and 8137"; such reference 
e l e c t r i c log being the Schlumberger Induction E l e c t r i c log 
run June 18, 1963 with well i d e n t i f i c a t i o n of "Bolack-Greer 
No. 1 Bolack" . 
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ARTICLE 1 

DEFINITIONS 

1.1(a) Unit Agreement Definitions. The definitions contained ln the Unit Agreement are adopted for a l l 
purposes of this a-feement" In addition, each term l i s t e d below shall have the meaning stated therefor, whenever 
used l n thi s agree'Tint. 

1.1(b) "Director" means the Director of the United States Geological Survey. In the instance of approval 
required by USGS, "Director" also means "Supervisor" i f the Supervisor has the authority to so act. 

1.1(c) "Supervisor" means the Supervisor of that division of the United States Geological Survey which has 
Jurisdiction over the Federal lands subject to this agreement. 

1.2 "Unit Operator." means BENSON-MONTIN-GREER DRILLING CORP. and i t s successors, as the Unit Operator 
designated l n accordance with the Unit Agreement, acting in that capacity and not as an owner of Working Interest. 

1.3 "Party" means a party to this agreement, including the Party actir.g as Unit Operator when acting as an 
owner of Working Interest. 

1.4 "Costs" means a l l costs and expenses incurred i n the development and operation of the Unit Area 
pursuant to this agreement or the Unit Agreement and a l l other expenses that are herein made chargeable as Costs, 
determined l n accordance with the accounting procedure set forth i n Exhibit 2 attached hereto, which shall govern 
i n a l l matters covered thereby, except that i n event of inconsistency betweer. said accounting procedure and t h i s 
agreement, this agreement shall control. 

1.5 "Committed Working Interest" means a Working Interest which "is shown on Exhibit B to the Unit Agreement 
as owned by a Party and which Is committed to the Unit Agreement. Whenever reference i s made to a Party " i n or 
"within" the Unit Area, a participating area, or other area designated pursuant to this agreement, such reference 
shall mean a Party owning a Committed Working Interest i n lands within such area. 

1.6 "Acreage Basis" when used to describe the basis of participation by the Parties within the Unit Area, 
a Participating area, or other area designated pursuant to this agreement in voting, Costs, or Production, means 
participation by each such party i n the proportion that the acreage of i t s Committed Working Interests i n such area 
bears to the t o t a l acreage of the Committed Working Interests of a l l such Parties therein. For the purposes of t h i s 
d e f i n i t i o n , (a) the acreage of the working interest i n a tract within the Unit Area shall be the acreage of such 
tract as set f o r t h i n Exhibit B to the Unit Agreement, and (b) i f there are two or more undivided working Interests 
i n a t r a c t , there shall be apportioned to each'such working interest that proportion of the acreage of the trac t 
that such working interest bears to the entire working interest in the tract . 

1.7(a) "Production" means a l l Unitized Substances produced and saved from the Unit Area except so much thereof 
as i s used i n the conduct of operations under the Unit Agreement and this agreement. 

1.7(b) "Working Interest Segregated Production" ("WISP") means that production belonging to the working 
interest from wells, formation and lands as more particularly described ln Article 6.4 and Exhibit A which i s 
segregated from unit "Production". 

1.8 "Lease Burdens" means the royalty reserved to the lessor in an o i l and gas lease, an overriding royalty 
a production payment and any similar burden, but does not include a carried working interest, a net p r o f i t s interest 
or any other interest which i s payable out of p r o f i t s . 

1.9 • " D r i l l i n g Party" means the Party or Parties obligated to bear the costs incurred i n D r i l l i n g , Deepening 
or Plugging Back a well i n accordance with this agreement at the commencement of such operation. 

1.10 "Non-prilling Party" means a Party who has had the optional right to participate in the D r i l l i n g , 
Deepening or Plugging Back of a well and who has elected not to participate therein. 

1.11 " D r i l l " means to perform a l l operations reasonably necessary and incident to the D r i l l i n g of a well, 
including preparation of roads ar.d d r i l l s i t e , testing, and, i f productive of Unitized Substances, completing and 
equipping for production, including flow lines, treaters, separators and tankage, or plugging and abandoning, i f dry. 

1.12 "Deepen or Plug Back" means to perform a l l operations reasonable necessary and incident to Deepening 
or Plugging Back a wall, testing, and, i f productive of Unitized Sabstances, completing or recampleting and 
equipping for production, including flow lines, treaters, separators and tankage, or plugging and abandoning, i f dry. 

1.13 " I n i t i a l Test Well" means a test well or obligation well specifically provided for i n Section 9 of the 
Unit Agreement and described i n Exhibit 3 attached hereto. 

1.14 "Subsequent Test Well" means a test well D r i l l e d after the D r i l l i n g cf the I n i t i a l Test Well or Wells, 
and before discovery oi Unitized Substances in paying quantities i n the Unit Area. 

1.15 "Development Well" means a well Drilled within a participating area and projected to the pool or zone 
for which the participating area was established. 

1.16 "Exploratory Well" means a well other than a Development Well Drilled after discovery of Unitized 
Substances in paying quantities i n the Unit Area. 

1.17 "Approval Of The Parties" or "Direction Of The Parties" mear.s an approval, authorization or direction 
which receives "the affirmative vote specified in Section l k . 2 o:' tne Parties entitled to vote on the giving cf such 
Approval or Direction. 

l.l S "Salvage Value" of a well means the value of the materials and equipment i n or appurtenant to the well 
determined in accordance with Exhibit 2, less the reasonable estimated Costs of salvaging the same and plugging the 
well. 

1.19 Each Party i s herein referred to by tne neuter pronoun " i t " . 

ARTICLE 2 

NO LIABILITY FOP. DRILLING, DEEPEN ING OR PLUGGING BACK WELLS WITHOUT CONSENT 

2.1 KO LIABILITY WITHOUT CONSENT. No party shall be li a b l e without i t s consent for any portion of the Costs 
of D r i l l i n g , Deepening or Plugging BaeK a well except as provided i n Section 10.4 with respect to Required Wells, 
and except as provided i n A r t i c l e 13 dealing with Investment Adjustment. Nothing herein shall be construed to 
relieve a. Party of any obligation assumed t y i t pursuant to Exhibit 3 to participate in the Costs of the I n i t i a l 
Test Well. 

ARTICLE 3 

INITIAL TEST WELL 

3.1 LOCATION. Unit Operator shall begin tc D r i l l the I n i t i a l Test Well within the time required by 
Section 9 of the Unit Agreement or any extension thereof at the location specified i n Exhibit 3 attached hereto. 

ILLEGIBLE 
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A\roqsaoTdxa XUB ao XJSH qsaq quanbasqns 'now qsaq XBqfquf XUB 'joaaaq X'£T uofqoas "T P3UTJSP SB ' J I 'yjav OMIJ, 
-VdlCIXHVd flHiaifiSgK 3HS dO T.VHJ, HOHJ ..gj.VCI 3/iII03̂ £3., -UaHSiJia V OKIAYH m ° VgdV OMIIVdIOIXHVd V KI KOISf.lDHI 
NI Dfiiimsza m»i AHGivaoodxs ao naw isai raanoasans 'TISA ISSL TVIIIKI HV aô  SNGisi/vOHd iviosds 2*9 

•SfSBE a3Baaov UB uo BaaB 2ufqBdfofqaBd 
qons -.qqf« ssfqJBd aq̂ . Xq pauwo aq xi^qs Baas 2uf qBdf of qaBd B JO uofqBaado ao quamdofaAap 

aqq qqfuofqoauuoo uf paafnbOB uaaq 3A3q qofqM pus sqsoo SB atqBa5aBqo sf qofqw j o qsoo aqq 
'XBUOsaad ao aaqqaqM 'Xqaadoad aaqqo PUB quamdfnba 'sfBfasqBn XIV 'Xqiadoad "D 

•paqnosxs uaaq qou pBq quaaiaaaSv qfun aqi PUB quaaaaaSB sfqq j f SB PUB 'uoaaaqq \ \3n E 
qSr.oaqq qCBjq qons raoaj paonpoad XxiBnqOB Jf SB suofqfpuoo axss aqq oq qoafqns PUB JSUUBC 
3TOS aqq uf ufaaaqq sqsaaaqui ao qsaaaqui Suf^aoj/, paqqfTaaoo SufABq safqaBd JO XqjBd aqq 
Xq pau«o aq XTBqs qoBaq qons XUB oq paqBooxXB sf qofqy. uofqonpoad qons jo uofqaod qBqj, 

•BaaB Suf qBdf of qons ufqqfM PUBX jo sqoBaq aqq oq quassaa2v qf'-jfi aqq qqfw aouBpaooos 
Uf paqBoofXB aq XXBqs BBJB 2ufqBdfOfqaBd B raoaj uofqonpoad XTV "uofqonpoad *g 

•paaanouf BJB sqsoo qons aaifq aqq jo SB paufmaaqap sfSBg aSsaaov UB UO BaaB SufqcdfOfq 
-JBd qons ufqqfw saqfjBd aqq Xq auaoq aq fl ^ u s paqsfxqBqsa sf BBJB 2ufqBdfofqJBd qons qofuw 
JOJ auoz JO x°°d XUB UIOJJ saouBqsqns pazfqfun j o uofqonpoad qqfM uofaoauuoo uf JO JOJ BBJB 
3ufqBdfofqjBd B JO uofqBJado PUB quamdofaAap aqq uf paaanouf sqsoo XXV "sqsoo 'V 

:(q)2"ST uofqoas JOJ qcaoxa PUB 
ua^Bq aq XB'J dSIM qofqy. moaj t7*9 uofqoas uf paqfjosap SXXSM JOJ qdaoxa PUB 'BBJB 2ufqsdfofqjBd Bufqxnsaj aqq jo j.aqBa 

aAfqoajjs,, aqq mojj quaaajjfp joaaaq X"£l uofqoas uf poufjsp SB uaqBG aAfqoajjs,, UB SBq qofqw BajB 2uf qBdf of qJBd 
aqq uf XT3« XJoqBJOfdxa jo XT3*1 ̂ saq XBf+fUf XUB oq SB qdeoxs pus '<08£ SufSSr-xd pue Sufuadaaa 'uofqafduico psqduiaqqv 
qqfK SufiBsp ij ifqfuxa jo z iJBd P"B 'sxiaft XaoqBJQTdxg uqfw 2UTTB9? f STSfuXS j c X qJBd 'sfxaK qus-ccTa/.sg qqff. 2uf 
-XBap g siofqay uf papfAOJd asf/uaqqo SB qdaoxa "V3HV BNIlVdIOIiHVd HIHilA dIHSaa;;;'iO CMV JJ-ISWHOIIaOddV I'9 

AiasdOHd cuv KoixonaoHd ao Koixisoasia ONV aiESHa>mc erv sxsco ao iics-isoiiHOddv 
9 aioiiav 

• qrjscaaaSv ^ f^ /1 SU+ U T papfAOJd SB paufqsico aq S.-ew SBBJB S'jfqBdxofqjBC SJOUI ao OAJ, 'ilOIlV'IIICSIJCO S -C 

•fBSodoad iBfqfUf UB JO BSBO auq uf SE smss aqq aq XXBqs oqajauq qoadsaa qqfK 
9j;r.psoo^d aqq pUB ' l - c uofqoac uf pspfAoad SB JSUUBIU aurcs aqq uf fBSOooad KSU B a2.B~.qfUT HEPS jc^BJSdc qf-:": 'aoq-a 

- j f C aqq Jlq psqoafaj sf -papfAOJd aAoqs SB 'joqBjado qfufi Xq pafTJ fBSOdoaa B j i •aCi03"<IIu A£ ilOIiOirad = 

•safqaBd aqq Xq passaaaxa sxaf/. snofJBA 
aqq sx^.'S'-TqOBJd SB XXJBSU SB 3u"qos i jaa fBSOdoad B aoqoajfG aqq q q f « a i f j TTBUS JoqBjado qfun uaqq 'XBSodc.-j qsJfJ 
svq j c uof-Sfu:qr.s aqq -:CJ.I SXBP Xq-iqq u f q q f « sa fq jBd aqq j o XB-A>ojdd>-- 8".3 saAfaoaa fBSodojd ou J I •fBSodc-d q s j f j 
aqq oq ap~i- sucfqo&Pqo aqq qur.oooB oquf Suf^Bq fBSodojd pas fAaj B qfv:q.r.- XTBqs joqBJSdQ afun ua'.:q Ba jy SufqBCfOfq 

-JB£ pascdejd sqq u fqqfw s a f i j 3 ; - auq j o f'EAOJddv aqq aAfaoaj qou sao- "B-cacjd aqq J T "IvSOdOcd CESTIASa 

•joqoajfG 
aqq ajojaq ssrsz aqq wauaj XB-J suofqoapqo aqq SufiiBi" XqjBd aqq usv'. 'BS-B f-;f qBdf Of qjBd pasodoad aqq ufqqf.". safq 

-JB" svq jc TBAcaacv aqq rs.'Taoaa fBSOdoad aqq 'suofqoafqo qons s^fe'-sp ' JI •TE"cdojd uons cq s"-sof.q~s?"Q uaqqfjy. 
safqjBd aaqqo XIB oq qf;;qr.s XBU; XqjBd XUB aqsp SufTfj pasodoaa aqq oq JCT.-d "IVEOdOHd OJ. SNOIiCjirHC Z'i 

•aofqou 
aqq uj p&fjfoads aqsp aqq uc p s f f j sq IXBqs XBSodojd qons uaqq 'BBJB 2ufqBdfofqjBd pascdoad sqq UfqqfM ssfqJBd 

sqq jo XBACJcdy sqq saAxsoaj xBS°doad aqq J I 'XBSodojd aqq uo uc.oqs aq qsnu: S u f f f j pasodojd jo aqBp au*. 'jcqoajfc 
aqq qqf.». S'jres aqq 3ufffJ saojaq sXBp Xquawq qsBOX qB XqjBd U.OBS oq SufqfJM Uf fBSOdoad aqq 2uTqqf';iqns Xq BSJB 3ufq 

-BdfOfqjBd B j o uofsfAaa JO qua'i-qsxxqBqsa aqq JOJ x = sodojd qoBa aqBfqfu-f XTBqs JoqBjado 3fun 'IVSOdOHd X'b 

svsav oanvdioiiava ao wonvaiiosNoo GEY KOICI/^O 'ujai-aisiiavisa 
& aioiiav 

"(£X PUB 2X saxofqjv 't; IfQfqxs jo x ̂ JBd Jo suuaqq aqq Xq 'axqBDfxddc j f 
'put) sua;-: XJoqBJOfdxa qqf« Sufxeap 6 axofqjy j o suofsfAOJd aqq japur. paflfaa aq XBUI sxxsw qons 'quauiaajSB j o aouasqe 
aqq uf qcqq 'j3/.3Koq 'papfAOJd JaajSB XXBqs safqjBd aqq SB suofqfpuoo pus s'juaq qons uo aq XTBqs "~ay, qsax quanfcasqns 
Xu^ ruffXf-ia jo sqsoo aq^ £l aiofqav j o suofsfAOJd quauiqsnfpv qua-iiqsa/.u: aqq oq qoapqns 'TIIHG 01 IKDIH X"f 

SM13K isai inanteasafiS 

17 aionav 
•(£T pus z l saxofqjv 't, qfqfqxa jo X qJBd j o sxjaq aqq Xq 'axqBOffddB j f 'PUB) sxi^H XjoqBJoxdxa qqfM Suff^;p 

£ BI ; ,f3-JY jo EUOfSfAGJd aqq japur. paxifJO sq XBUI SXX3« qons "quaaaaJ^B j o aouasqB aqq uf qBqq 'J3Aa«oq 'papf.'.:.j£ 
• 1 qfqfqxa pfBE uf pafjfoads suofqjodojd aqq uf pue jauuBu: aqq uf safqjBd sq^ Xq paJBqs aq xfBqs xiay. ^saj, XBfqfUl ; -

&UTTTVG J° sqsoo aqq £x siofqjv j o suofsfAOJd quauiqsnPpv quauiqsaAul aqq oq qoapqns '0NITIIHC1 dO SISOO S'£ 
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cipating area for the same formation, or formations, from which WISP i s taken from the subject well, the working 
interest owners in said "associated lands" shall not receive any portion of the production allocated to said lands 
from other wells within the participating area or be ent i t l e d to participate i n the costs and expenses of the par
tie s i n the participating area insofar as the subject well's "associated lands" are concerned. 

Any formations under the "associated lands" other than those id e n t i f i e d as ones from which WISP may be tzien £au 
be treated the same as other formations under other lands committed to the Unit Agreement and Unit Operating Agree
ment. 

6.5 TAKING IN KIND. Each Party shall currently as produced take in kind or separately dispose of i t s share 
of Production and pay Unit Operator for any extra expenditure necessitated thereby. Except as otherwise provided i n 
Section 15.5 dealing with Liens, each Party shall be entitl e d to receive directly payment for i t s proportionate share 
of the proceeds from the sale of i t s share of Production, and on a l l purchases or sales each Party shall execute any 
division order or contract of sale pertaining to i t s interest. Each Party taking i n kind or separately disposing of 
i t s share of production shall pay or arrange for the payment of, a l l taxes measured on production, including sever
ance, sales, gathering or similar taxes. 

6.6 FAILURE TO TAKE IN KIND. I f any Party f a i l s to take or dispose of i t s share of Production, Unit Operator 
shall have the righ t for such reasonable periods of time that are consistent with the minimum needs of the industry 
under the circumstances, but i n no event to exceed one year, and subject to revocation at w i l l by the Party owning 
same, to purchase for Unit Operator's account or s e l l to others such share at not less than the market price prevail
ing i n the area and not less than the price Unit Operator receives for i t s share of Production; subject to the right 
of such Party to exercise at any time i t s right to take in kind or separately dispose of i t s own share of Production 
not previously taken by Unit Operator or delivered to ethers pursuant to this A r t i c l e . Notwithstanding the fore
going, Operator shall not make a sale into interstate coaerce of any other Party's share of gas production without 
written consent from such party. 

6.7 SURPLUS MATERIALS AND EQUIPMENT. Materials and equipment acquired by the Parties, or any of them pur
suant to thi s agreement, may De classified as surplus by Unit Operator when deemed by i t to be no longer needed i n 
operations hereunder, by giving to each Party owning an interest therein written notice thereof. Such surplus mat
erials and equipment shall be disposed of as follows: 

A. Each Party owning an interest therein shall have the right to take in kind i t s 
share of surplus tubular goods and other surplus Items which are susceptible of division i n 
kind, by written notice given to Unit Operator within t h i r t y days after classification there
of as surplus, except that such right shall not apply to junk or to any item having a replace
ment cost less than one thousand dollars ($1,000.00). 

B. C-^rplus materials and equipment not divided i n kind (other than junk and any 
item having a replacement cost of less than one thousand dollars (1,000.00)) shall be sold 
to the highest bidder or bidders. 

C. Surplus materials and equipment not disposed of i n accordance with the preced
ing provisions of this section shall be disposed of by Unit Operator for the best prices 
obtainable. 

ARTICLE 7 

PLANS OF DEVELOPMENT 

7.1 WELLS AND PROJECTS INCLUDED. Each plan for the development and operation of the Unit Area which i s sub
mitted by Unit Operator to the Supervisor l n accordance with the Unit Agreeaent shall make provision only for such 
D r i l l i n g , Leepening and Plugging Back operations and such other projects m Unit Operator has beer, authorized to 
conduct by the Parties chargeable with the Costs incurred therein. 

7.2 NOTICE OF PROPOSED PLAN. At least ten days before submitting any such proposed plan to the Supervisor, 
Unit Operator shall give eacn r'arty written notice thereof, together with a copy of the proposed plan. 

7.3 NOTICE OF AFPROVAL OK DISAPPROVAL. I f and when a proposed plan has teen approved or disapprove; by the 
Supervisor, Unit Operator snaxi give written notice thereof to each Party. In the case of disapproval, Unit Opera
tor shall state in such notice the reasons therefor. 

7.4 AMENDMENTS. I f any Party or Parties shali have elected to proceed with D r i l l i n g , Deepening or Plugging 
Back operatior. in accordance with the provisions of this agreement, and such operation is not provided fcr i n the 
then current plan of development as approved by the Supervisor. Unit Operator shall either (a) request the Supervisor 
to f.pprore an amendment to such plan which v i l l provide for tha conduct of such operation, rv (b) request the" Super
visor to consent to such operation, i f his consent i s s u f f i c i e n t . 

7.5 CESSATION 0? OPERATIONS TETTER PLAN. I f any such plan as appr-ved by the Supervisor provides for the 
cessation of any D r i l l i n g or ether operations therein provided f c r on the happening of a contingency and i f such con
tingency occurs, Unit Operator shall promptly cease such D r i l l i n g or other operations and shall net incur any addi
t i o n a l Costs i n connection therewith unless and u n t i l such D r i l l i n g or other operations are again authorized"In accor
dance with this agreement by the Parties chargeable with such Costs. 

ARTICLE S 

DRILLING OF JZVELQPMSNT WEIIS 

8.1 PVBPOS? AND' PPXESOHl I t is tile purpose of this A r t i c l e to set forth the procedure for D r i l l i n g a Develop
ment well otherwise tnan oy the written consent of a l l Parties within the participating area involved. The D r i l l i r . -
of a Development Well pursuant tc the procedure herein set f o r t h shall, hcv:ever, be subject to such D r i l l i n g r e - ^ i " -
Ing the Approval cf the Parties, unless the D r i l l i n g of the proposed well is necessary to prevent the less of Ccrrii":-
ted Working Interest i n the t r a c t of land on which the proposed well Is to be T r i l l e d . Vote by any Party ir. favor 
of Approval of the D r i l l i n g of any such well s h ^ l l not ." however, be d'se-.e-" an election by 3uch Party to participate 
in the Costs thereof, but w i l l mean only that such Party considers the D r i l l i n g of the * e l i consistent with the or
dinary development cf the particIpatLn? &rea involved and his nc objection to she D r i l l i n g trereof. 

8.2 NOTICI ?R0?0-iFZ D?.ILIi:'i. Subject to the previsions of Section 5.1, any ' •••it>.ir. a p a r t i e s sting 
aree may propose tne Drill:.'-- or a Development Vei l therein by giving t r eac: of the other 7..:-ies within the Par
t i c i p a t i n g area written nc~. ee specifying the location, iepth end esti:..a.;si cost of the proposed well, w.-sish loca
tion" shall conform to any applicable spacing pattern t:-.cra~,ofore adopted cr thsr. being followed, cr an authorized 
exception thereto. 

8.3 RESPONSE TO NOTICE. Within t h i r t y days after receipt of such notice, each Farty within such participa
t i n g area shail advise a l l otner Parties therein, i n writing, whether or not I t wishes to participate In D r i l l i n g 
the~proposed well. I f a l l the Parties within such participating area so advise that they wish to"participate there
i n , the proposed well shall be D r i l l e d by Unit Operator for the account of a l l the Parties within the Particlpatir.-
area. I f any Party f a i l s to respond to such notice within said t h i r t y day period, i t shall be dee-ed to have elected 
not to participate i n D r i l l i n g the Proposed well. 

8.4 NOTICE OF ELECTION TC DRILL• Unless a l l Parties within the participating are^ igree td participate In 
response to saia notice, tne:; witiiin f i f t e e n days after expiration of said period of t h i r t y days, each Party within 
the participating area who then desires to participate in the D r i l l i n g cf the proposed well shall give to a l l other 
Parties within the participating area written notice of election to proceed with the D r i l l i n g of said well. Failure 
to give such notice shall be deemed an election not to participate in D r i l l i n g said well. 

8.5 EFFECT OF ELECTION TO DRILL. I f one or more, but not a l l of the Parties within the participating area 
so elect to proceea, Unit Operator shall D r i l l the well for the account of such Farty or Parties, who shall consti
tute the D r i l l i n g Party. 

8.6 SUBSEQUENT ELECTION. I f election to D r i l l the proposed well i s made, any party within the participating 
area who has not previously elected to participate therein may do so by written notice given to a l l other Parties 

Articles 7, 8 
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21 'XT '01 '6 eaxoxaJV 

eiuq ur •oqajau ft axoxux-t .io T aag- ux paux.iap BB XOOTCT SuTTTXjn sua UT X^JBJ HuTTTTjn-uo» 
qoBa j o aSreaao-f XXB 'saTafq-UBno SuxXBd ux Suronpoad j o axqsdBO qou Jaonpojd « UT sqxnsaj 
qoxq« XX»W XjoqBJOxdxa UB JO xxaw gsai quanbasqns « aq XiaM qoapqns aqq J I "a 

•B3JB SuxaBdxoxqaBd aqq ux 'uoxsnxoux aoj 
paxJT-XBnb Jo 'paqsxxa 'na/* aoaCqns aqq j o aurxiXJG aqa oa JQTJd 'qoTq* XqaBj 2UTTXTJG-UOM 

sqq j o a8BaaoB XUB apnTOUT aou saop qnq iTT3M qoapqns aqq -p 2uxiiTJg aqa j o ainsaj B SB 
BaaB Buxqi-dTOTqqBd aqq oa UQTaTPPB JOJ gaTJTTBnb qoxqM aSBBJOB aqq ux XaJBJ 2UTTTXJCI-UOJJ 

t qoBa j o aSBaaoB i x * 'BBJB 2uxqBdTOxqJ«d paqsxxqBqsa UB oq SSBSJOB j o uoxqxPP» UT sqxnsaj 
qoxq« Xisft XaoqBaoxdxa UB ao zx at\ asax quanbasqns e aq na*i qoafqns aqq J I *o 

"BaaB SuTqBdTOxqaBd SuTqinssa aqq ux 
XqaB" SuxxTT^a-uoN qoB3 j o 32B3JOB x i * 'BSJB Sur.qBd-.oT.qaBd B JO qusraqsxiqBqsa ux sqxnsaa 
qoxq* IXSW XaoqBaoxdxa UB JO xxafl gssj. quanbasqns B aq XX3M qoapqns aqq J I -g 

•BaaB SuxqBdxoxqjBd 2uxqins3J aqq ux XqjBd 2uxiXTJa-uoN UOBS JO SSBSJOB we 'B3JB 
SuxqBdxoxqaBd paqsxiqBqsa UB apxsux Haft quamdoxaAaa B aq xis» qoaPqns aqq j i -v 

:s«oxxoj SB pauxjap sx paqsxnbuxiaJ o s 

uoxqonpoad j o qunomB aqq UJ3AO3 'BaaB 2uxqBdxoxqJBd B UX uoxsnxoux j o quaAa aqq ux 'lixw qoxq« PUB 2X axofgav sxqq 
trf papxAoad SB paqsxnbuxiaJ s-re sqqSx-i qoxqM oq ua2B3J0B qoapqnsu aqj, *nsSB3J99 qoapqns u aqq UT qsajaqui 3ux~[J0rt 

paqqTnmioo aqq oq PUB UT P'JB I I S M Hons oq PUB ux qssjsqux SUXM-IOM pue sqq2TJ 2uxqBjado sqT jo U B XqjBd Suxxixaa 
oq 'psqsxdraoo sx IX3« qoaPqns aqq qoxq* UT qquosn aqq j o qsJTJ aqq aAxqoajjs 'psqsxnbuxisJ 3ABq oq panaap aq XT*1S 

XqjB<j SuxxXX^CI-uofi qoBa 'uxajaqq aqBdTOTqJBd oq paxqxaua saxqJBd TTB JO qimoooB aqq JQ.I UBqq asTwaaqqo paqaxdnoo 
ao 5tOB£ pa22nld 'pauadssc 'paxXXJa ST XX3« B usqM. • AiHVd OHliuaa-NON AS IS3HS1NI i o £N3KHSint>NITIH (B)2"2X 

•aXOxqJB sTqq j o suoxsTAOJd 2uxp330ons sqq Xq psujaAOS aq XXBqs 'uxaaaqq 
aqBdxoxqJBd oq paxqxaua saxqJBd XXB JO qunoooB aqq JOJ UBqq asT-«J3qqo paqaxdnoo JO HOBS pa23nxd 'pausdssa 'paiXTJQ 

sx qoxq« Xia« 13 J° aoadsaj ux XqjBd SuxTXTJa-uoN pUB XqJBd SurxiTJa sqg jo suoTqB2TTao PUB sqqSxJ sqq 'if qxqXUKi 
ux psuxBquoo 8JB SB 'XUB JT 'suoTSTAOjd quaqsxsuooux ao XjBjquoo qons oq qoapqns '3'IOII.HV £0 3d00S I'21 

iiavd oHiTnaa-MOK anv Aiavd ONITHHQ ao SNOiivonao cwv SIHOIH 

sx aioiiay 
•josjaq qjBd B apBQ pus 

psqoBqqB oqsjsq tf qTqfR^a j o 2 qJBd j o suoTSTAOjd aqq Xq paujaAo2 aq XXBqs '"jaonpojd B SB psqaxdaoo SB« qx qoxqw ux 
nmqBjqs aqq ux pauopuBqB xisw -̂ UB JO 3[0Bg 3ux22nxd Jo 2uxu3d3aa sqq pus xxs« 2uxonpojd B JO qus-rjopuBOB aqq 'jaonp 

-ojd B SB paqaxdraoo qou XXS« XUB JO 5[OBS 2ux33nxd ao 2uxuadasa 'uoxqax^o^ psqdmsqqB aqj, 'SHTiaaDOad X'XX 

UEMHoativHv cwv y.ova OKioanid 'ONiiiadaaa 'NOiiaidKoo aaidKaiiv 

xx aioiiHV 
'if ^Xqxuxa j o x aaBd qqx« aotrepjoooB ux joajaqq sqsoo aqq JBaq 

oq paqBSxxqo aq pX"io*i oqM saxqJBd JO XqjBd j o qunoooB aqq JO.: JoaBJadp qxun Xq paiXXJfl 
aq XXBqs qx *XX3W XjoqBJOxdxa UB sx XXS« paJTnfc3J sqa J I XXSW XaoqBJOXdxa -g 

—tro JpsiXXJa sx XXS« sqq qoxq« 
ux B3JB 2uxqBdxoxqJBd sqq uxqqx« ssxqJBd XXB j o qunoooB aqq JO.T JoqBjado axun Xq paxiXJO 
aq XXBqs qx ' l i a f l quauidoxaAaa B sx I I 3 K pajxnbsj sqq J I -XX3K qu3"iaox3Aaa 'V 

taXqBOXXddB sx suoTSTAOjd SUTMOXXOJ aqq jo jaAaqoxqw aapun XX3« paaxnb 
-aa sqq XXTJP XXBqs JoqBJ3do qTUfl 'axqBXTBAB sx saAXqBUJsqxB Suxo23Joj sqq j o auou J I "OEITIiaa 02KIfi'b2H If'OX 

•suoxsTAOJd sqT qqT« SOUBDJOOOB ux quatnaajSv qxun aqq j o uoxaBUT-uaq UT UTOP 
XXBqs saTqJBd aqq 'XXs.l asaj, qusnbasqns B SX Xis« psJxnbaj aqq J I •uoxqBUTmjaj, *o 

ao JaoqoaJTd sqg jo XBAOJddB aqq qqx* uoxqoBjquoo 
qons qoajja oq qjojja 3xqBU0SB3j 3>(Bn XXBqs JoqBJscc qxufl 'BSJV qxur. aqq jo uoTqoBJquoo Xq 
'XqxBUad aaqqo qnoqqx« 'papTOAB 3q XB~I XXS« suq jo 2uTXXTJa s^ JI -uoxqOBaquoo '3 

ao ssaxqaBd PXBS JO qunoooB 
sqq JOJ saxqXBXoa XaoqBsuad'-oo qons XBd XXBqs aoqBasdo qxufi •'•i7-0I uoxqoss ux pspXAoad SB pa 

-XXXJQ SJS« Xia-H sqa JX 'XXS« 2uxxxX'la "X paajnoux sqsoo sqi q3-Xi 3xqBs2jBqo aq pxno« oq« 
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instance i t i s recognized that oy terras of the Unit Agreement the subject well w i l l be oper
ated on a lease basis and i f part of the acreage in the D r i l l i n g Block i s under other lease(s), 
such other lease(s) may expire by th e i r own terms. There is no obligation on the D r i l l i n g 
Party to maintain such expiring lease(s) or to reassign the interests relinquished under 
then prior to the date of reversion as defined i n A r t i c l e 12.3 following. 

In the case of a Deepening or Plugging Back, i f a Non-Drilling Party owned an int e r 
est i n the well immediately p r i o r to the deepening or Plugging Back, the D r i l l i n g Party shall 
pay to such Non-Drilling Party i t s share the Salvage Value of the well, such payment to be 
made at the time the well i s taken over by the D r i l l i n g Party for Deepening or Plugging Back. 

12.2(b) EXCEPTION: Except as to required wells, the provisions of Paragraph 12.2(a) above, 12.3, 12.4 and 12.5 
below, do not appiy to any Exploratory Well described in Part 2 of Exhibit A. ( I f the provisions of this subsection 
are not applicable, there w i l l be no l i s t i n g under Part 2 of Exhibit A and the terms of this subsection are n u l l and 
void). 

In the event any such additional Exploratory Well is hereafter D r i l l e d by less than a l l the Farties hereto, then 
the D r i l l i n g Party shall d r i l l , complete, equip and operate such well or wells at i t s own risk and cost, ar.d the 
Non-Drilling Farty shall reimburse the D r i l l i n g Party for i t s share of such costs at a rate equivalent to the rate 
at which such Non-Drilling Party collects ar.d receives i t s respective share of the proceeds (after deducting Lease 
Eurdens and taxes) from sale of production from such we l l , and not otherwise. In no event shall there te any change 
in the ownership of the operating ri g h t s , or relinquishment of interest as provided in 12.2(a) above, to any such 
additional well by reason of the election of any Farty hereto not to participate i n the cost of D r i l l i n g thereof, 
and each such Non-Drilling Party shall retain his right to exercise the privileges of a working interest owner i n 
such well at a l l tines. 

12.2(c) INFORMATION PROVIDED RELINQUISHING PARTY. In the event a relinquishment of interest by a Non-Drilling 
Party occurs according to tne provisions of tni3 agreement as to any well and Production is had from such well, the 
Unit Operator, or other Party conducting the operation which resulted i n the relinquishment, shall furnish each Non-
D r i l l i n g Party upon i t s request a l l the information referred to i n Section 16.IG and in addition shall include the 
following: 

A. An itemized statement of the Costs of the operation i n which the Non-Drilling 
Party did not participate; and 

B. U n t i l reversion occurs, a monthly itemized statement of the costs incurred i n 
the operation of the said well, the quantity of Production therefrom, the amount of proceeds 
received from the sale of the same and the Lease Burdens paid with respect to Production. 

12.3 REVERSION OF RELINQUISHED INTEREST. I f the well i s completed as a producer of Unitized Substances, then 
the operating rignts and working interest i n the well and subject acreage relinquished as provided ln A r t i c l e 12.2 
above by a Non-Drilling Party shall revert to i t at such time as the D r i l l i n g Party realizes from the proceeds aft e r 
relinquishment of that portion of Production from the well (or from the proceeds after relinquishment of that por
t i o n of Production allocated to the subject acreage, i n event i t Is included i n a participating area ar.d timely work
ing interest participation results by operation of the provisions of A r t i c l e 6.2 and 13.1 herein) and after deduct
ing from such proceeds or market value a l l Lease Burdens and a l l taxes upon or measured by Production that aro pay
able up to such time on said portion of Production from such well, the t o t a l of the following: 

A. 100# of that portion of the Costs incurred i n operating the well after such 
relinquishment, and up to such time, that would have been charged to such Non-Drilling Party 
i f the well had been D r i l l e d , Deepened, Plugged Back or completed for the account of a l l 
Parties e n t i t l e d to participate therein. 

2. 300$ of that portion of the Costs incurred i n D r i l l i n g , Deepening, Plugging 
Back or completing the well that would have been charged to such Non-Drilling Party i f the 
well had been D r i l l e d , Deepened, Plugged Back or completed for the Account of a l l Parties 
en t i t l e d to participate therein. 

C. 3009S of tha±_n£>rtion of the Costs incurred i n equipping the well for produc
ti o n (including, but not limited to, costs of casing, tubing, stock tanks, separators, treaters, 
pumping equipment and piping) that would have been charged to such Non-Drilling Party i f the 
well had been D r i l l e d , Deepened, Plugged Back or completed for the account of a l l Parties 
en t i t l e d to participate therein. 

However, i f a Deepening or Plugging Back i s involved (1) any payment made to such Non-Drilling Party as i t s share 
of the Salvage Value of the well in accordance with Section 12.1 shall be added to a deemed part of the Costs incurr
ed i n operating the well, for the purpose of Subdivision A above, and (2) i f such Non-Drilling Party did not p a r t i c i 
pate i n the i n i t i a l D r i l l i n g of the w e l l , but the D r i l l i n g Party did participate therein, and i f the interest re
linquished by such Non-Drilling Party upon the i n i t i a l D r i l l i n g of the well had not reverted to i t before such Deep
ening or Plugging Back, then, for the purposes of Subdivision B above, there shall be added to and deemed part of the 
Costs incurred i n the Deepening or Plugging Back, the then unrecovered portion of the Costs incurred In the i n i t i a l 
D r i l l i n g of the well down to the pool or zone i n which such well i s completed as a producer. 

12.4 EFFECT OF REVERSION. From and after reversion to a Non-Drilling Party of i t s relinquished interest i n 
acreage, such Non-Drilling party shall share, on an Acreage Basis, i n the ownership of the well, the operating rights 
and working interest therein, the materials and equipment i n or pertaining to the well, the Production therefrom and 
the costs of operating the well, a l l i n accord with the terms of this Unit Operating Agreement. 

12.5 RIGHTS AND OBLIGATIONS OF DRILLING PARTY. The D r i l l i n g Party for whom a well i s D r i l l e d , Deepened, 
Plugged Back or completed shall pay and bear a l l Costs incurred therein, and shall own the well, the materials and 
equipment i n the well or pertaining thereto, and the production therefrom (or allocated to the acreage thereto as de
fined above) subject to reversion to each Non-Drilling Party of i t s relinquished interest i n the well. I f the well 
i s a Development Well, or results i n the establishment or enlargement of a participating area to include the well, 
then, u n t i l reversion to a Non-Drilling Party of i t s relinquished interest, the D r i l l i n g Party shall pay and bear 
(a) that portion of the costs incurred i n operating the well that otherwise would be chargeable to such Non-Drilling 
Party, and (b) a l l Lease Burdens that are payable i n respect of that portion of the Production from such well which 
i s allocated to the acreage of such Non-Drilling Party. I f the D r i l l i n g Party includes two or more Parties, the bur
dens imposed upon and the benefits accruing to the D r i l l i n g Party shall be shared by such Parties on an Acreage Basis 
among themselves. 

ARTICLE 13 

ADJUSTMENT ON ESTABLISHMENT OR CHANGE OF PARTICIPATING AREA 

13.1 WHEN ADJUSTMENT MADE. 

A. As to establishment of a new participating area or enlargement of an existing 
participating area occasioned oy tne D r i l l i n g of an i n i t i a l test well or the D r i l l i n g of an 
exploratory well, the adjustment i n accordance with the provisions of the succeeding sections 
oi t n i s A r t i c l e 13 shall be made as of the date the resulting area becomes effective i n accord
ance with the terms of the Unit Agreement, providing this effective date meets the Approval 
of the Parties of the resulting participating area. I f this effective date does % i o t receive 
the Approval of the Parties, then as to the working interests, the effective date as to estab
lishment or revision of a participating area resulting from inclusion of any particular I n i t i a l 
Test Well or any particular Exploratory Well within the resulting participating area shall be 
the f i r s t day of the month following the date at which the D r i l l i n g Party has recovered from 
the proceeds or market value of production from the subject I n i t i a l Test Well or Exploratory 
Well after deducting from such proceeds a l l Lease Burdens, o i l hauling or marketing costs, and 
payable up to such time on the production from such well: the t o t a l of the following: 

1. 100# of the operating Costs of the well from inception 
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such participating area. 

D. I f the charge provided for i n Subdivision C of this Section is equal to or 
greater than the credit therein provided for, no adjustment shall be made with sueh Party. 
However, i f the credit provided for i n said Subdivision C i s i n excess of the charge there
i n provided for, such excess shall be charged on an Acreage Basis against the Parties who 
remain i n the participating area af t e r such contraction, and shall be paid "by said Parties 
to Unit Operator upon receipt of invoices therefor. Such payments, when received by Unit 
Operator, shall be paid by i t to the Party owning such excluded interest. 

13-5 OWNERSHIP OF WELLS AND TANGIBLE PROPERTY. From and after the effective date of a Resulting Area, a l l 
useable wells witnln sucn Resulting Area and a l l tangible property serving such Resulting Area shall be owned by 
the Parties within such area on an Acreage Basis, except that (a) i n the case of tangible property serving a par
t i c i p a t i n g area or participating areas l n addition to the Resulting Area, only that undivided interest therein 
which i s proportionate to that portion of the value thereof which is included in the adjustment above provided for 
shall be owned by the Parties within the Resulting Area on an Acreage Basis, and (b) i f a Party within the Result
ing Area was a Non-Drilling Party for a well which i s a useable well within such Resulting Area on the effective 
date thereof, and i f the relinquished interest of such Non-Drilling Party in such well has not reverted to i t prior 
to such effective date, the D r i l l i n g Party for such well shall own the interest therein that would otherwise be owned 
by such Non-Drilling Party, u n t i l reversion to such Non-Drilling Party of i t s relinquished interest i n such well; a l l , 
however, subject to Section 13-1 

13.6 RELINQUISHED INTERESTS OF NON-DRILLING PARTIES. I f the interest relinquished by a Non-Drilling Party in 
a well which is a useaoie weii within a Resulting Area on the effective date thereof has not reverted to i t prior to 
such effective date then insofar, and only insofar, as relates to such well, the adjustments provided for i n Section 
13.3 shall be subject to the following provisions,wherein the sum of the intangible value of such well, plus the 

.value of the tangible property l n or pertaining thereto, is referred to as the "value" of such well: 

A. The D r i l l i n g Farty for such well shall be charged with that part of the value 
of the well that would otherwise be chargeable to such Non-Drilling Party in respect of 
(1) such Non-Drilling Party's Committed Working Interest or Interests in the participating 
area In which the well was D r i l l e d , as such participating area existed when the D r i l l i n g of 
the well was commenced, i f the well was Dri l l e d as a Development Well, or (2) the Committed 
Working Interest or Interests of such Non-Drilling Party which entitled i t to participate i n 
the D r i l l i n g , Deepening, Flugging Back, or Completion of the well, i f i t was D r i l l e d , Deepened, 
Plugged Back or Completed otherwise than as a Development Well. However, such Non-Drilling 
Party shall be charged with such part, i f any, of the-value of such well as i s chargeable to 
i t , i n accordance with Subdivisions A and B of Section 13.3 in respect of I t s Committed Work
ing Interests other than those referred to in (1) or (2) above. 

B. I f that part of the value of such well which would have been credited to such 
Non-Drilling Party, i f the well had been D r i l l e d , Deepened, Plugged 3ack or Completed for the 
account of a l l Parties enti t l e d to participate therein, exceeds the amount provided i n Sub
division A above to be charged against the D r i l l i n g Party, such excess shall be applied against 
the reimbursement to which the D r i l l i n g Party i s entitled out of Production that would other
wise accrue to such Non-Drilling Party. Any balance of such excess over the amount necessary 
to complete such reimbursement shall be credited to such Non-Drilling Party. 

13.7 NO LIABILITY FOR INVESTMENT ADJUSTMENT). Notwithstanding any provision i n this agreement to the contrary, 
no Party shall be l i a o i e , without i t s consent, for any investment adjustment charge under the provisions of Section 
13.3D or 13.4D, which charge i s i n excess of the Party's credits ander Ar t i c l e 13. In the event of establishment, 
enlargement or contraction of a Participating Area, the provisior:s of A r t i c l e 12 and other provisions related 
thereto shall be applicable to any investment adjustment to the same extent 1 except for the percentage of costs re
covered before reversion) that these provisions are applicable to a well d r i l l e d otherwise than for the account of 
a l l parties entitled to participate therein. Any Farty subject to such charge may elect not to pay i t i n cash. 
I f within 30 days after proposal for establishment, enlargement or contraction of Participating Area has been sub
mitted by Unit Operator in writi n g to the Working Interest owners involved, a Farty elects not -.0 participate ir. 
the investment adjustment applicable to the establishment, enlargement or contraction that Party shall be deemed 
a Non-Drilling Party, and shall be deemed as of the effective date of the resulting area i n connection with which 
such charge Is made to have relinquished the interest for which such charge i s made to the Party or Parties who 
would otherwise be e n t i t l e d to receive a credit under Section 13.3D or Section 13.4D, which l a t t e r Party or Par
ties shall be deemed the D r i l l i n g Party with respect to this relinquished Interest. The D r i l l i n g Party shall own 
the relinquished Interest u n t i l i t reverts to Non-Drilling Party pursuant to A r t i c l e 12, except that i t i s speci
f i c a l l y understood that the A r t i c l e 12.3B percentage for exercise of the Non-Drilling Option applicable to estab
lishment, enlargement or contraction of the Participating Area be 150#. 

ARTICLE 14 

SUPERVISION OF OPERATIONS 3Y PARTIES 

l k . l RIGHT OF SUPERVISION. Each operation conducted by Unit Operator under this agreeaent or the Unit Agree
ment shall be subject to supervision and control in accordance with the succeeding provisions of this a r t i c l e by the 
Parties who are chargeable with the Costs thereof. 

lU.2 VOTING CONTROL. In the supervision of an operation conducted by Unit Operator, the Parties chargeable 
with the Costs ci sucn operation shall have the right to vote thereon i n proportion to the i r respective obligations 
for such Costs. The Parties having the righ t to vote on any other matter shall vote thereon on an Acreage Basis 
after f i r s t excluding acreage from which Wisp (reference: A r t i c l e SA herein) is taken. Except as provided i n the 
Unit Agreement and except as otherwise specified herein (particular reference being made to Section 25.1, Consent 
Required to Commence Secondary Recovery and Pressure Maintenance; Section 27.1, Surrender or Release within Par
t i c i p a t i n g Area, and that portion of Part 2, Exhibit k relating to Abandonment of producing wells outside of a par
t i c i p a t i n g area), the affirmative vote of Parties having sixty-five percent (65-t) or more of the voting power on 
any matter which i s proper f.-r action by them shall be binding on a l l Parties entitled to vote thereon; provided, 
however that i f one Party vr.ing In the affirmative has si x t y - f i v e percent (DT") or more but less than seventy-five 
percent (75%) of the voting power, the affirmative vote of such Farty shall'not be binding on the Parties enti t l e d 
to vote thereon unless i t s vote i s supported by the affirmative vote cf a', l e t s - one additional party: and provided, 
however, that i f one Farty voting in the affirmative has seventy-five percent 75'%) or mor-j cf the voting power, 
such Party's vote shall prevail: and provided further, that i f or.e ;-srty votir.g i n ths ne." i-e or f a i l i n g to vote 
has more than t h i r t y - f i v e percent (35^) but less than f o r t y - f i v e percent {h?*,) of the votin- •,o-.;er, the affirma
t i v e vote of the Farties or a single Party (without support of another Party)' having a r::a,k : ;-y cf the voting power 
shsll be binding cn a l l Parties e n t i t l e d to vote unless there i s a negative vote of at least one additional Party: 
and provided further that i f one Party voting In the negative has more t'-.ar. f o r t y - f i v e percent ^5^) cf the voting 
power, his negative vote shall prevail. In the event only two Farties are entitled to vote, the vote cf the one 
with the greater Interest shall prevail. I f only one Party i s entitled to vote, such Party's vcte shall control. 
A Party f a i l i n g to vote shall not be deemed to have voted either l n the affirmative or negative. An Approval or 
Direction provided for in th i s agreement which receives the affirmative vote above specified shall be deer.ed given 
by and shall be binding on a l l Parties enti t l e d to vote thereon, except where the vote of a larger percentage i s 
specifically required. 

1̂ .3 MEETINGS. Any matter which is proper for consideration by the Parties or any of them, may be considered 
at a meeting hela for that purpose. A meeting may be called by Unit Operator at any time and a meeting shall be 
called by Unit Operator upon written request of any Party or Parties having ten percent 1x0%) or mere of the voting 
power cr. each matter to be considered at the meeting. At least ten days in advance of each meeting, Unit Operator 
shall give each Party e n t i t l e d to vote thereat written notice of the time, place and purpose of the meeting. Unit 
Operator's representative shall be chairman of such meetings. 

l h A ACTION WITHOUT MEETING. In l i s u of e .Iling a meeting Unit Operator may submit any matter which i s proper 
for consideration r.y the Parties, or any of them, Oy giving to each such Party written notice by mall or telegraph 
(or telephone confirmed In w r i t i n g not l a t e r than the next business day), describing i n adequate d e t a i l the matter 
so submitted. Each Party e n t i t l e d to vote on any matter so submitted shall communicate i t s vote thereon to Unit 
Operator by mail or telegrapr, (or telephone, confirmed in writi n g not later than the next business day), within such 
pferiod as may be designated in the notice given by Unit Operator (which period shall not be less than ten days nor 
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9T 'ST saioxgav 

aogBaado gxun guaAa qoxqi* tr* 'sagndsxp gx qoxq* uaxx V>ns XUB gdaoxa 'sqsoo qons j o gusmXBd 
aqg aoj paurtBTO aq Xwn qoxqM suaxx n»a j a a j j guamaaaS-e sxqg aapun suoxgBaado qgTJt uoxqoauuoo 

ux pasn Xgaadoad TT« pus sqsaaagui 2uxv>A paggxunnoo aqg daait pug 'axq-t/gd PUB anp uaq* pus 
SB Xxqdmoad aapunaaaq suoxgBaado ux paaonoux sgsoo IXB X«d *sgsoo j o quamXBd "a 

•qusmSpnp gsaq sax j o asxoaaxa aqg ux 'quBqaodurf suraap aoqBaado qxufi qoTM* aapunaaaq suoxgB 
-aado ux SuxsxaB saaggBUi XXB JO PSSTAPB maqq da ax PUB 'aapunaaaq uoxaBaado XUB Xq psqosjjB 

BaaB aqg uxqgx« ssxgaBd aqg qgX-» Xxaaaj gxnsuoo -saxgaBd qgxtt uoxgBgxnsuoo -3 

•uaaAoS XTBqs suoxgBinSaa ao SMBX qons ao guamaaaSv gT"fl ang JO suoxsxAoad aqg 
'suoxgBxn3aa ao SMBX qons ao guamaaaSv gxun au.g j o suoxsxAoad aqg pus suoxgoaaxa qons uaawg 

-aq goxxjuoo j o asBO ux JgusurasaSB sxqg og guxmsand saxgaBd aqg Xq suoxgoaaxa PUB (XBOOX 
ao egBgs 'xBaapaj aaqgaqM) suoxgBxnSaa XBguauiuaaAoS PUB SMBX axqBOXlddB XXB 'guamaaaSv 

gxun aqg j o suoxsx-Aoad aqg qgx« XxdmoQ "sguataaaaSv pus SMBI qgxft aouBXTdmoo -g 

•guamaaaSB sxuq JQ suoxsxAoad aqg qqx* 
aouBpaoooB ux Xxuo SXXBM J ° XXS« B spBg Snxd aouadaaa 'XXT^a -sxxaft SuxXTWa 'V 

:XIBqs aogBaado qxun 'aapunaaaq suoxgBaado j o gonpuoo aqg u i "saiina 0iai03dS T*9T 

sauna SiHoavaado nm 
9 i aioij,Hv 

"XBAoaddB ao guasuoo 'aoxgou qons aAxaoaa ao SAXS og paxqxgus 
saxgaBd aaqgo XT' og UBAXS USUM puv j x aogBaado gxun SB SuxgoB XgaBd aqg Xq USAXS Xxaadoad pasaap aq XXBqs XBAoaddB 

ao guasuoo 'aoxgou qons 'aogBaado gxun aqg og XBAoaddB ao guasuoo 'aoxgou B SAXS og XgaBd B sgxaaad ao ssaxr.bsa guac 
-aaaSB sxqg sasqM aouBgsux qoBa u i -aogBaado gxufl aqg gou aaa« gx JX SB aapunaaaq suoxaBSxxqo PUB sgqSxa stres aqg 

aABq XX«us aogBaado gxun SB SuxgoB XgaBd su.g 'gsaaagui Sux^aoft paggxnmoo jo asuwo UB sv "AJ/dVd SV SIKOIH S'SI 

•uoxgBJado qons j o qusuraousmmoo aqg og aoxad 'xxs* qons aoj esas psqBuSxssp asqqo ao 'BSJB SuxgBdxoxgaBd 
aqg uxqgx* saxgaBd aqg j o XBAoaddB aqg BAXSOSJ XXBqs maoj qons 'XgaBd Suxxxxaa aqg ssgngxgsuoo SUOXB aogBasdo gxun 

aqg aaaqn SSBO XUB UX gBqg gdaoxs 'uoxgBasdo qons ux paaanoux sgsoo sqg qgT* 3xqB3SaBqo ssxgaBd ao XgaBd sqg j o XBAoa 
-ddy aqg 63AXS03a qoxqM goBaguoo SuxxXTap j o maoj B UX qgaoj gas aaB suoxgxpuoo PUB suuag sxqBOXXddB aqg pUB paSaBqo 

sq og ssqsa sqq gBqg pspxAoad qusuidxr.bs pus sxoog UMO sgx j o SUBSUI Xq aogBaacp axufl Xo pagonpuoo sq XBJI aspunsasq 
pagonpuoo uoxgBaado 3[OBg SuxSSnxd ao Suxusdssa 'SuxXTTaa Xuv -lN3Ndinto3 OKITIiaa SiHOIVHadO IIKfi dO ZSfl 2. "SI 

•qgX«sasqg 3xqB38aBqo ssxgaBd ao XgaBd sqq Xq 
josasqg qusmXBd aqg aoj gx og axqsgdsooB Xgxanoss psqsxuamj sx aoqBasdo gxun ao apem sx gusmXBd SOUBAPB qons XT-gun 
pus sssxun uoxgBasdo qons souannnoo og pagBSxxqo aq gou XTUS gusmssaSB sxqg j o uoxsxAoad asqgo XUB Suxpusgsq+x^-gou 

PUB uoxqBJsdo xoBg SuxSSnxd JO Suxusdssa 'SuxxXT-ra aBxnoxqaBd B UX psaanoux sq oq sqsoo psqBar-qsa XBqoq aqq aoj Xqx 
-anoas ao quastXBd SOUBAPB qssnbaa XBUI aoqBaado gT-Ufl •saoni gou puB psaanoux sgsoo j o aaBqs sgBuoxgaodoad sgx XBd PUB 

aBsq XTBqs XgaBd qoB3 gBqg pus sqg og 'sqsoo PUB SSOUBAPB qons ussMqsq Xxqquom apBui aq XXBqs quasqsnfpB asdcad 'PXBd 
XXgun umuuB asd ()!OT) guaoaod usg j o sgBJ sqg gB gssaagux JBaq XXBqs aagjBsasqg puB 'joaaaqg SuxTT*^ aqg aaqjB SXBP 
(5X) uaagjTJ UTugT« aTQU-fod aq XT^qs SOXOAUX qons qoBS j o gunonre sqj, •qquom Suxpaoaad gxau aqg j o XBP (qqcs) qgaTa 

-U3*ig aqg gnoqB ao uo paggxmqns 3q XXBqs qguoui XUB aoj sgsoo psgBmxgss j o SOUBAPB ux gusmXBd aqg aoj aoxoAUX PUB gusa 
-sgBgs qons qoBa -josasqg saBqs sgx aoj SOXOAUX UB qgx<* aaqgaSog 'sqsop paqBmxgsa qons j o guamaqBgs p3zx=3qx Xxas 
-doad B j o XgaBd qons qoBS og uoxssxmqns Xq Xxuo pesxoasxs sq XBm gqSxa qTTqK 'qquoa XUB Suxanp psaanoux aq oq sqsoo 

jo gunomB pagBnrpgsa aqg j o saaBqs aAxgoadssa axaqq jo SOUBAPB UX gusmXBd qqx«sasqg sxqBsSaBqo ssxqaBd asqgo sqq moaj 
aAxaosa puB puBesp oq amxq og amxg moaj gqSxa sqg SABq XXBqs uoxgosxs sqx gB 'aoqBasdo gx^r. 'SEjaVAOV 9'£l 

•gxnBjsp qons XUB JO gunourB PUB aouagsxxs 
aqg Suxuaaouoo guamaqBqs s,aoqBaado gxun uo Xxaa oq psxgxgus sq XTBqs assBqoand qons qOB3 SpXBd xxgun =nuuB asd 

(JSOX) gusoasd uag j o agBJ aqg gB gssasqux snxd XqjBd qons Xq SUXUHO quno-re sqq oq dn 'uoxqonpoad JO saBqs s,XqaBd 
qons j o spssooad sqq josaaqq saasBqoand ao aasBqoand sqq moaj BAxaoaa pue qosxxoo oq qqSxa aqq aABq XTBqs aoqBJa 

-do qxun 'gT og axqBaSaBqo sgsoo j o guauL̂ Bd aqg ux XqJBd XUB Xq gxnBjap uodn 'uoxgxPPB ui "uaxx ̂ ons j o aansoxoaaoj 
gnoqgx« ao qqx« sssupsqqspux qons j o uoxgosxxoo soaojus og Xgxnbs ux ao MBX gB uoxgOB XUB Suxaq og gqSxa sqq SABq 
XXBqs aogBJsdo gX"fl "sasqq axqBXBd gsaasgux XUB qqx* asqgaSoq 'qx oq axqBaSaBqo sqsoo j o quamXBd aoj Xqxanoas SB 

'uoxqonpoad XXB ux qssasqux sqx PUB Xqaadoad aaqqo puB quaradxnba 'sxBxaaqBa pauMO Xxquxof XTB UX qsaaaqux sqx 'sqsa 
-aaqui Sux^aox psqqx~-"oo sqx uodn usxx B aoqBasdo qx "P. oq squsaS Xqsasq ssxqJBd asqqo sqq jo qoB3 'Hail S'ST 

•sxqxssod sxqBuosBaa SB Xxqdaoad SB saxqaBd asqqo sqq oq josasqq soxaou 
SAXS XXBqs aoqBaado gxun 'asr.BO qons XUB Xq paquaAaad sx suoxqBSxxqo sqx jo aouBUiojasd aaAauaqx -paqBaamua SAOOB 
asnBO XUB oq aBXX̂ Ts qou ac aaqqeu* 'aoqBaado qx ufl Xo jg u o : > puoXaq XxqBuosBaa asnBO aaqqo XUB ao 'SSBOOB JO sqqSxa 
XaBSsaosu uxBqqo oq XqxXTqBux 'TBOOX ao aqBqs 'XBaapaj aaqgaqM 'XqxaoqqnB XBquamuaaAoS j o aapao ao uoxqBxr.Saa Xc ao 
MBX Xq pasod"JX squxBaqsaa ao suoxqoxaqsaa 'Xmsua oxiqnd aqq jo sqoB 'saxgxaoqqnB XaBqxxT'*- -t° xx^xo JO sqoB 'uaurxaOR 
qgXM saouaasjjxp asqqo ao saiixaqs 'sguauiaxa aqg j o ucxgoB 'aaxj Xq paguaAaad sx josasqq souB'"ao.:jsd 'SB Suox OS XXUO 

PUB 'qBqq qusqxa aqq oq papuadsr.s sq XTBqs aapunaaaq aoqBaado qxufl. JO suoxqBSxiqo aqx ' Z d :aC'dOd tj'Sl 

•qqxBj pBq jo SSBO ux qdaoxa aspunaaaq suoxqBaaac j o aonouoo aqq ux ax Xq auop 
aq oq paqqx-o ao auop SuxqqXuB aoj Xqa-d aaqqo XUB oq axqBXX SQ gou XTBqs aoqBasdo gxvn 'tJLlUzMZI-'JLOll t'ST 

•aoqBaado qxufl Xq Xxaxos pauxuaaqsp aq xi^'-.s qua-".Cc-d-:a axaqq 
oq SuxqBxsa saaaqBui asqqo XXB PUB uoxaBSuaduico jo saqBa 'sanoq Sux^aOM axaqq PUB 'auoxB Joqeaac; q~u'; jo ssaXoxdsis 
aqq aq xx^qs aapunaaaq suoxqBaaac jo qor.puoo ux aoqBaado gxufi Xq paXoxdca sxBnpxAXpux XT: 'SZZJ.QZdsZ 

gxun sqq uo uoxgBJado XUB qax*1- uoxqoauuoo ux pasr. Xqaadoad asqqo XUB pue quauidxnbs 'sxBXasqB- XXB JO Xpcqsr.o 
-nxoxa aABq XTBqs aoqBaado gX'Jf: •acq-eaado qxuf: Xq paqor.puoo puB PSSBUBU; aq XTBqs quaoiaaaSB sx"a puB auauisaaa--' 

aqq Xq pazxaoqqr.B suoxgBaado XXB *qus-a-a3B sxqq ux aoj papxAoad suoxqBgx-XX sqg og goafqns 'TVdZiSC .'il 

SIHOIi: OtiV SdaXOd SiH0J,Vd3d0 I l l l f i 

Sx axoiiav 
•qua--aaa2B sxqq ao quauraaaSy gxun aqq Xq pazxaoqqr.B suoxaeaaco jo qor.p 

-uoo aqq oq saq^x3-1 aanqxpuaoxa ao aaqqB- qons sssxun sanqxpuadxa XUB szxacqqrve ao aaqq--,j: -'TUB US qoB oq •asx-'-aaqqo ao 
sqOA Xq 'saxqaBd sqq azxaoqqne oq pauiaap aq XTBqs qua-asaSB sxqq ux pauXBquoo Buxqqo;; "XjarC'dd SLiZl^fdlXR i'TjI 

•joaaaq 3 qxqxuxs u j uqaoj qas suoxsxAoad aqq qqx« BOUBDJOOOB UX apen aq XBUI 8AOC.B papxAoad SB 
saxqaBd sqg j o X'e-̂ oaddy aqg SuxAxaoaa aroqg UBqq aaqqo sqxpny "gxP̂ B aqq Xq paaaAOO poxaad aqq Suxanp paaar.oux sqsoo 

ux ssAxasuiaqq Suoure suoxgBdxoxg-TBd a/.xqoadsaa axsqq oq uoxqaodoad ux ssxgaed PXBS Xq PXBO aq XTBqs saouB^oxx^ qons 
fsaxqaBd PXBS j o XBAoaddv sqq Xq paux'-Jsqap aq XTB'JS aoqxpnB UB Suxqsxuanj Xqaed qoBa cq apru; aq oq SOUBKOXXS sqg PUB 
'saxgaBd PX'BS j o Xoxduia aqq ux saoqxpr.B Xq apBU aq XXBqs qXpnB qons •sqquou: xxs qoBa aouo UBqq usqjo aacu: sp-u; aq qou 

XXBqs qxp!"-B uons qBqq qdaoxa 'qxp~.B aqq Xq paaaAOO poxaad aqq Suxanp paaar.oux sgsoo aqq qgX« axqBaSaBq? (aoqBaado 
qxu;. SB SuxqOE XqaBd sqq UBqq aaqqo; saxqaBd sqq j o XBAoaady aqq saAxaoaa qxpr.B uor.s jo ZUX'̂ BUI aqq ga/auaq.v. aapunaaaq 
suoxgBaado cq SuxuxBqaad qunoooB jo s>;ooq PUB spaoosa s,aoqBaado gxun j o apBui sq XTBqs gxpnB uy 'SilOflV 9"77I 

•saaugjBd sqx j o XUB 
u3r.oaqq agoA XBUI dxqsasuqaBd B SX qoxqM XqjBd B pu- 'squapxsaad aoxA sqx jo XUB ao 'quapxssad sqx u.Sr.oaqq aqoA XBU; 
XqaBd aqBaodaoo XUB 'uoxqXPPB ui -aq Xeu: as-so aqq SB 'aAXqBquasaadaa aq-iUaaqxB ao aAxqBquasaadsa W J E ssqBuSxssp 

soxqou qons pspXAoad 'saxgaBd aaqqo x i B cq uaAx3 aoxgou usggxaM Xq suixg XUB gB pâ OAsa sq XBU: aAXiBqua-aacaa sqBuaaqxB 
ao aAXqBquasaadaa B JO uoxqBuSxsep qons Xuy • aAXqBquasaadaa sgx jo aouasqB aqg ux ̂ aBd qons aoj aqoA oq pazxaoqqr.B 

sx oqM aqeuaaqxB UB*-agBuSxssp XBUI puB 'XqaBd qons aoj sqOA oq pszxaoqgne SAXqBquasaacaa B aaB'-iSxssp XXBqs saxgaBd 
aaqqo XXB og aoxqou uaqgxaM Xq XqaBd qoBS 'quauiaaaSB sxqg JO uoxqnosxa aaqjB Xxqduioad "SSjMIVJJCasaadSH S*t(T 

"aqoA 
aqg j o gxnsaa pUB uoxqBXnqBq aqq SuxqBqs aoxqou uaqgxaM uoaaaqq aqoA og paxqxgus Xqaed qoBS oq 8AX3 TTBUS aoqBaado 

gX'-T: 'gx Xq U3AX2 aoxgou sqq ux paqBu3xssp pcxaad aqq jo uoxqBaxdxs sqq gB 'uaqg 'paaxntaa qou sx Suxqasu: B J I -ascd 
-and gBqg aoj psxXBO Suxgssui B gB Xxuo paaapxsuoo sq XTBqs asqqBui qons '£ • t/X uoxgoss qqx« souBpaoooB ux 2uxa33~i B aoj 
apBui sx gsanbaa 'aaggBm qons j o uoxssxuiqr.s aagjB SXBP usg uxqqx« JT gBqg 'asASMoq 'papxAoad '(sXsp Xgaxqg usqg aao-u 



1 ILLEGIBLE 
'•• may contest the disputed l i e n upon giving written notice thereof to the Parties affected 
.*• thereby. 

E. Records. Keep f u l l and accurate records of a l l Costs incurred, and cont r o l l -
able materials and equipment, which records, and receipts and vouchers i n support thereof, 

<! shall be available for inspection by authorized representatives of the other Parties at 
reasonable intervals during usual business hours at the office of Unit Operator. 

F. Access To Unit Area. Permit each of the other Parties, through I t s duly 
.7 authori*'d employees or agents, but at such Party's sole risk and expense, to have access 

to the Ur.it Area at a l l times to Inspect or to observe, and to the derrick f l o o r of each 
:-; well D r i l l e d or being D r i l l e d hereunder, for the purpose of observing operations conducted 
•4 hereunder and inspecting materials, equipment or other property used i n connection with 

operations under this agreement, and to have access at reasonable times to "non-privileged" 
Information and data i n the possession of Unit Operator concerning the Unit Area. 

;j: G. Non-Privileged Information. Furnish to each of the other Parties who makes 
?V timely written request tnerei'or (1) copies of Unit Operator's authorizations for expend-
; t u r e or itemizations of estimated expenditures i n excess of ten thousand dollars ($10,000.00), 

(2) copies of a l l d r i l l i n g reports, well logs, basic engineering data, tank tables, gauge 
reports and run tickets (3) reports of stock on hand at the f i r s t of each month, (4) re-
ports to governmental agencies, (5) monthly reports showing disposition i n deta i l of the 

•:'A volumes of o i l , condensate, water, associated gas, non-associated gas, other substances i f 
pertinent, as well as volumes of a l l substances Injected into Unitized formations, (6) true 
and legible copies of a l l e l e c t r i c a l logs, gamma ray logs, mud logs and other non-privileged 
well surveys, (7) samples of cores or cuttings taken from wells d r i l l e d hereunder, to be 

- j delivered at the well i n containers furnished by the Party requesting same, (8) copies of 
' \ i a l l production tests, bottom hole pressure and temperature surveys, reservoir f l u i d anal-

ysis, core analyses and any other "non-privileged" surveys or measurements conducted on 
said wells, and (9) such other and additional information or reports as may be required by 

4C, Direction of the Parties within the area affected. 

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

'!['•) H. Privileged Information. The Parties hereto, or any one or more of them or any 
association of which one or more of the Parties i s a member, may upon reasonable request 

' ", therefor and at i t s or t h e i r sole cost, risk and expense, including stand-by r i g time, be 
granted the r i g h t to obtain information in addition to that prescribed at the direction of 

;'A the Parties; such information to include, but not be restricted to, coring of certain form-
> ations, running of additional well logs, taking of bottom hole pressures and samples, con

ducting velocity surveys whether convential or continuous, i n any suitable well d r i l l e d 
V; hereunder and be entitl e d exclusively to the information thereby obtained. Neither the 
V- other provisions of t h i s A r t i c l e 16.1G and 16.1H nor any other provisions of this Unit Oper-

• ating Agreement shall e n t i t l e any non-participating Party to share ln the distribution of 
ij-: such privile.~9d logs and survey information. 

16.2 INSURANCE. 

A. Unit Operator's. Unit Operator shall comply with the Workmen's Compensation 
Law of the state i n wnich the unit lands are located. Unit Operator shall also maintain 
i n force at a l l times with respect to operations hereunder such other insurance, i f any, 
as may be required by law. In addition, Unit Operator shall maintain such other Insurance, 
i f any, as i s described i n Exhibit 5 hereto attached or as receives the Approval of the 
Parties from tiae to time. Unit Operator shall carry no other insurance for the benefit 
of the Parties except as above specified. Upon written request of any Party, Unit Opera
tor shall furnish evidence of insurance carried by i t with respect to operations hereunder. 

E. Contractor's. Unit Operator shall require a l l contractors engaged in opera
tions under thi s agreement to comply with the Workmen's Compensation Law of the State i n 
which the unit lands are located and to maintain such insurance as is required by Direction 
of the Parties. 

0. Automotive Equipment. In the event Automobile Public L i a b i l i t y Insurance i s 
specified in said ExhiDit p or suosequently receives the Approval of the Parties, no direct 
charge shall be made by Unit Operator for premiums paid f o r such insurance for Operator's 
f u l l y owned automotive equipment. 

16.3 N0N-DISCRIMIHATI0H. In connection with the performance of work under thi s agreement, the Unit Operator 
agrees not to discriminate against any employee or applicant for employment because of race, religion, color, or 
national or i g i n . The aforesaid provision shall include, but not be limited to, the following: employment, upgrad
ing, demotion, or transfer: recruitment or recruitment advertising, layoff or termination; rates of pay or other forms 
of compensation; and selection f o r training, including apprenticeship. The Unit Operator agrees tc post hereafter 
i n conspicuous places, available for employees and applicants for employment, notices to be provided by the contract
ing o f f i c e r setting fo r t h the provisions of the non-discrimination clause. 

The Unit Operator agrees to insert the foregoing provision i n a l l subcontracts hereunder, except subcontracts f o r 
standard commercial supplies or raw materials. 

Further with regard to non-discrimination, and i n connection with the perforr.s.: ce of work under this agreement, 
the Unit Operator agrees to comply with a l l of the provisions of Section 202 (1^ :: (7) Inclusive, of Executive 
Order 11246 (30 F.R. 12319), copy of which is enclosed herein (Exhibit 6) ar.d ^ d t a part hereof. 

16.k- DRILLING CO'iTRACTS. Each D r i l l i n g , Deepening or Plugging Back operation conducted hereunder, and not 
performed by Unit Operator with i t s own tools and equipment i n accordance with Section 15-7 dealing with Use of Unit 
Operator's D r i l l i n g Equipment, shall bo performed by a reputable d r i l l i n g contractor having suitable equipment and 
personnel under written contract between Unit Operator, and the contractor, at the most favorable rttes and on the 
most favorable terms and conditions bid by any such contractor after s o l i c i t i n g bids, i f bids are obtainable, but 
otherwise at rates and on terms and conditions receiving the Approval of the Parties. 

lfc.5 UNINSURED LOSSES. Any and a l l payments made by Unit Operator in the settlement or discharge of any l i a 
b i l i t y to t h l r a persons (whether or not reduced to Judgment) arising out of an operation conducted hereunder and not 
covered by insurance herein provided to be maintained by Unit Operator shall be charged as Costs and borne by the 
Party or Parties for whose account such operation was conducted. 

ARTICLE 17 

LIMITATIONS ON UNIT OPERATOR 

17.1 SPECIFIC LIMITATIONS. In the conduct of operations hereunder, Unit Operator shall not, without f i r s t ob
taining the Approval of tne Parties: 

A. Change In Operations. Make any substantial change i n tht ir.asic method of opera
tion of any weii, except i n the case of an emergency. 

B. Limit On Expenditures. Undertake any project reasonably estimated to require 
an expenditure i n excess of ten thousand dollars ($10,000.00); provided, however, that (1) Unit 
Operator i s authorized to make a l l usual and customary operating expenditures that are required 
in the normal course of producing operations, (2) whenever Unit Operator is authorized to conduct 

A r t i c l e 17 
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QX aioxgJV 

psggxunnoo og axgxg 'SuxxTTJG TBngoB og JOXJd 'Moxaq 09*91 ux papTAOJd SB gdaoxa -v 

•osiTiiaa 01 aoiHd sanii ao ivAoaddv 9"8T 
•gsajagux qor* SuxurtBXO XqJBd aqg j o asuadxa aqg gB PUB Xq psuuojjsd aq XTBqs qsajaqui 3UXJHOM. paggxannoo B Sux 

-oiaouoo squauiBJxnbBj axgfg qaam og pauuojjad sx SB ̂ JOM BAxqBjno qons "paSJBXua j o paqsxiqBgsa SB BBJB 3uxg«dxoxg 
-JBd qons j o uoxgBJado aqg ux pajjnoux sgsoo SB ps3jBqo aq XTBqs BBJB SuxgBdxoxgJBd B JO quauia3jBiua JO guaurqsxio.Bg 
-sa uodn saxgxg j o uoxgBUxnrexa ux pajjnoux sasuadxa XT' P"* apBffl sx uoxgBuxarexB axgTg qoxqM JOJ xiaM aqg 3uxiXTJC ux 

pajjnoux sgsoo SB paSJBqo aq XXBqs S -gi uoxgoas og guBnsjnd pagBuSxsap BBJB UB og ssxgxg JQ uoxaBUXurexa ux JogBJB 
-do gxun a'jg jo uoxgoajxp aqg gB pajjnoux sasuadxa xxv *JiH0M. sAiavano cwv KOiivuiKVxa a i i i i ao aSK3dXH S"9X 

"8X aioxgJV sxqg jo suoxsTAOJd aqg og 3UXPJOOOB axgxg aAOjddBsxp 
JO aAOJddB og gqSxJ aqg aABq XXBqs XgJBd qosa 'pagoaxa sx uoxgBuxurexa Bxgxg I«uoxgXPP^ Hons gou JO Jaqgaqx -pajxnb 
-aj jx 'asn sgx Joj sxBXJBgBB axgxg aonpojdaj og XJBSSBOBU aq XBUI qoxqM asuadxa XUB JBaq XXBqs XgjBd qons puB aures 
aqg mjojjad og Suxgoaxa XgjBd aqg jo asuadxa PUB gsoo axos 'aqg gB aq XXBqs gx 'pagoaxa sx uoxgBUXurexa axgxg XBUOxg 

-XPPB qons JI -jogBJBdo gxun paqsxujnj sxBXJagBu: XXB auxurexa og gu3xJ aqg BABU XXBqs g JO Q 'ez'fiT uoxgoas og guBns 
-jnd uoxgBUxnrexa axgxg JOJ SXBXJBgBtti paqsxujnj oqM XgjBd Xuy •H0IIVNIWVX3 31X11, IVNOIilGGV HOd NOIIdO ti'QX 

•saxgxg j o XBAOjddBSXP JO XBAOjdds j o 
sgjodaj JO suoxuxdo axgxg qons jo gdxaoaj JagjB SXBP uaaqjxj uxqgTM SuxgXJM ux JogBjado gxun asxApB XTBqs saxgJBd aqg 

JBgjBajaqg puB 'PSAXOAUX gsajagui 3UX>IJO.M paggxuraoo qoBa og axgxg au.g j o XBAOjddBSXP JO XBAOjddB JOJ uoxgBpuaimao 
-oaj uaggxJM qqx« uoxgBuxarexa axgxg aqg Suxujaouoo gjodaj B PUB suoxuxdo sxgxg j o saxdoo XgjBd qosa og gxaqns XXBqs 

jogBjado gxun 'XJOM aAxgBJno XJBSSSOSU XUB JOJ PBMOXXB uaaq SBq 'SXBP Xgjxqg Suxpaaoxa gou 'aurxg axqBUOSBBJ B PUB 
pagaxdcoo uaaq SBq uoxgBUxnrexa axgxg B jagj v 'paAxaoaj BJB Xaqg SB UOOS SB saxgJBd XXB og suoxuxdo axgxg j o saxdoo 

agnqxjgsxp XXBqs PUB sXaujoggB JO XaujoggB qons Xq Xxgduiojd pauxurexa aures aqg aABq og BSUBJJB XXBqs jogBJado gxun 
•saxgJBd aqg Xq paAOjddB sXaujoggB JO XaujoggB UB og sjadBd axgxg qons JBAXXap XTBUS jogBjado gxuf; 'paAxaoaJ uaaq 
SABq a JO 0 ££3*gi uoxgoas og guensjnd pajaAXiap SJadBd axgxg XXB jagjB Xxgdnojd •NOIlVKIWVXa a m i £"gl 

•paSjBXua JO paqsxiqBgsa SB 
BBJB SuxgedxoxgJBd qons uxqgx* 2uxXx spuBX au.g ux sgsajsgui SUXJIJOM. paggxuruioo sgx XXB og 
SuxgBxaJ BS'gi uoxgoas ux pagsxx XBT̂ agBra axgxg aqg XXB jogBjado gxun qsxujnj asuadxa UMO 
sgx gB XTgdcojd XTBUS XgjBd UOB9 'BBJB 3uxgBdxoxgJBd B JO guaoaSjBXua agi JO guaurqsxxqBgsa 

aqg uodn "eajy auxgBQ"foxgJBdV JO guauiasJBiua JO guatuqsxxqBgsa uo sjsa/Bd aigxi "a 

•sgsajagui ?uxi[Jow paggxaraioo SUMO gx qoxqM ux BBJB qons ux 
-qgXM spuBX Tie og SuxgBxaJ 'paqsxujnj XxsnoxAajd gou SS'gi uoxgoas UX pagsxx 
sxBXJagBui axgxg sqg qgXM jogBJado gxun qsxujnj gsanfcaj uodn PUB asuadxa UMO 
sgx gB XXBqs BBJB uoxgBu.xurexa axgxg qons XUB uxqgXM XgjBd qoBa 'Z 

•BSJB SuxgsdxoxgJBd sqg apxsgno BBJB uoxgBUXure 
-xa sxgxg B sgBuSxssp XBUI Xsqg gBqg papxAOJd SBBJB SuxgBdxoxg 

-jBd aqq j o saxgJBd aqg Xq 'saxqJBd Bqg j o XBAOJddv aqq paAxao 
-aj SBq qoxqM j o 3uxiXXJa sqq XTa;-i guacdoxsAsrj B og sy (q 

•jaqBajS sqq sx JSASqoxqM '^ooxa SuxiXXJG sqq JO 'SSJOB 
OSSS paaoxa qou ssop pagBuSxsap os BBJB aqg gBqg papxA 

-ojd f josjsqg SuxiTTJO auq Suxsodojd XqjBd a"" Xq 'XT3-". 
XjoqBJOxdxa UB JO XT3>1 gsaj, guanbasqns B oq sy (B 

•.pagBuSxsap aq TT'su.s BSJB 
uoxgBUxnrexa axgxg * pssodojd sx TT3M B JO 3uxXTT^3 aqg usqft *x 

' sYTaji guanoasqns JOd BJSQBd aigxi • 0 

•spuBX UBXPUI qons JOJ SOXJJO BSJB sqq puB XousSy UBXPUI aqg j o 
quspuaguXJBdns aqg j o aoxjjo aqg ux punoj saxjqua sqq SuxMoqs PBAXOAUX 
PUBX sqq JOJ sgjodsj sngBgs 'PBAXOAUX SJB spuex UBXPUI J I '9 

•agBgs qons j o 
spjooaj Bug ux punoj PBAXOAUX PUBX sqq oq SuxuxBgjad saxjqua aqq SUXMOUS 
agep quajjno j o sqjodaj snqBqs 'PBAXOAUX BJB spuex aqBqs J I •£ 

•paAXOAux sasBax XBJspaj aqg JOJ jagsxSsj XBXJBS 
aqg j o Xdoo paxjxgjao B OSXB PUB 'PBAXOAUX spuBX aqg JOJ quauiBSBUBH puBl j o 

neajng aqq jo aoxjjo PUBX goxJqsXP aqq ux punoj saxjqua aqq qqJOj Suxqqas 
aqBp quajjno j o sgjodaj snqeqs 'PBAXOAUX aJB spuex x^apaj J I "tf 

•uoxssassod 
sqx ux SBU XqjBd aqq qoxqM suoxuxdo axgXq XUB JO ssxdoo 'Z 

•joqBjado gxun og paqsxujnj XxsnoxAajd uasq qou 
aABq qoxqM P'JB 'uoxssassod sqx ux SBq Xqjed sqq qoxqM V2"gi uoxqosc ux 
pauoxqua- -joajaqq saxdoo oxqBqsoqoud JO 'sjadBd SSBBX XXV 'Z 

•aqBp quajjno oq 
paxjxgjso spjcoaa Xqunoo aqq uodr. pasBq axgxg jc sgoejqsqy *x 

'TTSi-1 gsaj, XBxqxui JOd SJaaBd axgxi -a 

• sqsa 
-Jsqu; 3uxi{JOV. paqqx-ruoo sqx oq SuxqBxaJ uoxssassod sqx ux SBq qx qoxqM sqOBJqqoo jsqqo pus 
suoxqdo JsquauiuSxsse 'sa-BSx TTB Jo ssxdoo oxqBqsoqoqd uqx« JoqBjado gxuf. usx'JJnj Xiqduiojd 
qsar.baj uodr. XXBqt- •qusuiasjSB sxqq Saxqnoaxa JaqjB 'XqjBd qoB3 "SJadBd SSBSX *y 

'GSHSiMar.d ae c i SHSdyd z i n x 2"gi 
•quauaajS-e EVJ; SuxaBUXuuai JO-SUXTTBO 

-UBC JO,: air.-vo B aq qou Xl̂ '-.s quaj;aqBqs snoauojja qons qnq 'gx axoxgJV sxqq jo sucxsxAC-ja 'aqq Xq r.s-jjs.'.oa aq XXBqs 
saxqjsd svq jo saxqxxxqXS'Jcdssj put sqq3xJ aqg 'paqBqs Xxqoajjooux sx dxqsJauMO qor.s XUB qrqq sdoxaAep qx J I 'quau: 

-aaj3y qxu;; aqq j o a qxqxq^h' ux qno qas qBqq sx eajy qxun aqg ux sqsajagui 3UTVJO.''; .10 dxusja'J»-.o sgx jaxxaq PUB eSpax 
-MOUM sqx jc qsaq aqq og gBqg saxqJBd Jaqqc XTB og squasaJdaj XgjBd qosa 'dlKSaaKMO d0 SKOIXViNaSEddSH T'gi 

gx STOIIHV 

•quauiaaj^B sxqq ux paxjxoads asxMJsqqo SB qdaoxa 'jogBJado qx'-rfi Xq apeu: aq oq guau: 
-aajSy qxun aqq ux papXAOJd suoxqBux^agap aqg j o XUB â BK • suoxqBuxuuaqaG '3 

'Xqjadojd oq aSBUrep JO jo ssox Joj JO 'suosJad jo qqBap 
jo oq Xjnfux JOJ (surftxo uoxgBsuaduioo S,'IOU3(JOK ueqg Jaqqo) UIXBTO XUB .10 quauiBxqgas aqq ux 
(OO'OOSS?) SJBXXCP pajpunq aAXJ Xquang jo ssaoxa ux XBd "suiXBXLi jo guauisxggss 'a 

• joqejado-gns XUB quxoddB JO joqejado 
qxun SB sqq3xJ sgx j o guauiqsxnbuxxoJ XBxgJBd XUB â ew • guauiqsxnouxxaH XBXgJBd '0 

•axqxssod XxqBuosBBJ SB 
Xxqd'i'ojd SB saxgJBd Jaqgo XTB oq USAXS aq XTBqs Xoua3jauia qor.s j o aoxqou qr.q 'Xqjsdojd JO 
SJXX j o uoxgoaqojd aqq JOJ XJBSSBOSU sq XBUI SB sajngxpuadxs sqBXpaurjix qons B^BUI XBU: joqBJa. 
-do qxun 'XouaSja'sa j o asBO ux (C) pue qqxMaAqg uoxgoauuoo ux saJr.qxpuadxa XJBSsaoau puB 
axqeuosBaj XTB 3>;BU: oq pazxJoqqnB 3q XXBqs joqBJsdC qxun 'guaiuaaj3B sxqg qgXM aouepjoooB 
ux 'goaf'OJd Jaqqo XUB aijBqjspur, oq JO 'uoxqBJBdo Jioeg SuxSSnxd J° Suxusdssa 'SuxiXXJO B 



Working Interests i n the t i t l e examination area must receive the Approval of the Parties: 

1. In the D r i l l i n g Block, as to Subsequent Test Wells and Explor
atory Wells j and 

2. In the participating area, as to Development Wells. 

B. Any Party Included i n the D r i l l i n g Party for a well for which t i t l e examina
tion i s made as above provided, who has disapproved t i t l e to a Committed Working Interest 
which has been examined i n connection with the D r i l l i n g of such well may withdraw from the 
D r i l l i n g Party by giving written notice of such withdrawal to a l l other Parties included 
i n the D r i l l i n g Party within f i f t e e n days after the recommendation of the Unit Operator 
on a t i t l e examination made i n connection with the D r i l l i n g of the well, and the D r i l l i n g 
of such well shall not be commenced u n t i l the expiration of said f i f t e e n day period. 

In the event any Party so withdraws, the proposed well shall not be d r i l l e d unless 
within f i f t e e n days after the giving of such notice of withdrawal, a Party or Parties inclu
ded in the D r i l l i n g Farty agrees i n wr i t i n g to bear that proportion of the Costs Incurred i n 
D r i l l i n g such well that would have been borne by the withdrawing Party; and the withdrawing 
Party shall become a Non-Drilling Party under the applicable provisions of Exhibit 4, and 
Articles 12 and 13 hereof. 

C. In the event Approval of the parties i s not obtained as i n this section other
wise provided, the D r i l l i n g Party may proceed with the D r i l l i n g of the well, but said D r i l l 
ing Party shall, by so proceeding, assume a l l risks attending the potential f a i l u r e of t i t l e 
to one or more of the tracts within the t i t l e examination area: particularly with regard to 
the consequences i f t i t l e to a tr a c t should f a i l and the true owner proves to be one who is not 
a Party to thi s Unit Operating Agreement. 

18.7 APPROVAL OF TITLES ON ESTABLISHMENT OR ENLARGEMENT OF A PARTICIPATING AREA. Within f i f t e e n days after 
the receipt of tne recommendation of the Unit Operator on t i t l e examination maae upon the establishment or enlarge
ment of a participating area, each Party within the participating area as established or enlarged shall n o t i f y 
each of the other Parties therein whether i t accepts or rejects t i t l e to each Committed Working Interest within such 
participating area as established or enlarged. Any Party rejecting t i t l e shall state the reasons therefor i n w r i t 
ing. 

I f t i t l e to a Committed Working Interest i s rejected by any Party by notice given as above provided, the Parties 
within the participating area as established or enlarged shall vote i n accordance with A r t i c l e 14 dealing with Super
vision of Operations by Parties, on the Approval of such t i t l e . I f , on such vote, the t i t l e receives the Approval 
of the Parties, such t i t l e shall be deemed Approve.d; i f not, i t shall be deemed disapproved. I f no Party has re
jected t i t l e to a Committed Working Interest by notice given as above provided, then t i t l e to such Interest shall 
be deemed Approved without vote of the Parties. 

No Committed Working Interest shall be ent i t l e d to participate i n the production of Unitized Substances from any 
participating area u n t i l t i t l e to such Committed Working Interest has received the Approval of the Parties within 
such participating area. 

Upcn Approval of the Parties of t i t l e to a Committed Working Interest within a participating area, such approval 
shall be binding on a l l Parties within the participating area and on a l l additional Parties whose tracts later are 
Included, by expansion, i n the participating area. 

18.8 EFFECT OF DISAPPROVAL OF TITLE ON ESTABLISHMENT OR ENLARG~~NT OF PARTICIPATING AREA. I f t i t l e to the 
Committed Working Interest i n a tract witnin a participating area i s disapproved as providec in Section 13.7, the 
Party claiming such Committed Working Interest may, within t h i r t y days after such disapproval, provide indemnity 
in such terms and i n such amount as receives the Approval of the Parties (other than the idemnifying Party) within 
such participating area, on an Acreage Basis among themselves. In the absence of such ldemnlty, the proceeds of the 
Production from such tract or of the Production allocated thereto (whichever i s the greater) to the extent a t t r i b u 
table to such Committed Working Interest, a f t e r deducting Lease Burdens payable thereon, shall be paid to Unit Op
erator and held i n suspense u n t i l t i t l e to such Committed Working Interest receives the Approval of the Parties with
in such participating area or u n t i l such time as such Committed Working Interest i s lost through t i t l e f a i l u r e ; pro
vided, however, that Unit Operator shall apply such proceeds in payment of Costs incurred i n the development or op
eration of such participating area to the extent chargeable i n respect of such Committed Working Interest. 

18.9 FAILURE OF TITLE TO COMMITTED WORKING INTEREST BEFORE APPROVAL. I f t i t l e to any Committed Working Inter
est shall f a i l i n wncle or in part prior to receiving tne Approval or tne Parties, tr-e Parties hereto who improper
ly claimed an interest In said land shall sustain the entire loss occasioned by £tc;. -''ilure of t i t l e , and do here
by expressly relieve and indemnify the Unit Operator and a l l other Parties from any ..: .. a l l l i a b i l i t y on account 
thereof. 

18.10 FAILURE OF TITLE TO CCM-'.ITTED WORKING INTEREST AFTER APPROVAL. I f t i t 1-5 to a Committed Working Interest 
which has receivec t:.e Approval of tr.e Farties uncer Section lt.OA(I) as to a D r i l l ! . S l o c k , or under Section 1C.7 
as to establishment cr enlargement of a participating area, f a i l s i n whole or in part then: 

1. The loss and any ensuing l i a b i l i t y shall be charged as a common loss of the 
Parties having interests i n the affected participating area or D r i l l i n g Block (including 
the Party whose Committed Working Interest has teen lost and Including the acreage of 
such Cc.-_mitted Working In t e r e s t ) ; and 

2. There shall be relinquished to the Party whose Committed Working Interest 
has beer, l o s t , such proportionate part of each of the other Committed Working Interests 
i n the lands within such affected participating area or D r i l l i n g Block, subject to a l i k e 
portion of their respective Lease burdens, as may be necessary to make the loss of such 
Committed Working Interest a j o i n t less of the parties •.•.iti.in such participating area or 
D r i l l i n g Block; and 

3. The relinquished portions of said Committed Ktrhir.g Interests shall be deed
ed owned by the Party receiving the sane, s-.ibject to a proportionate part of their res
pective Lease Burdens for a l l purposes of v:-,is A.greement. 

18.11 Q0i;5EP BY TRUE OWNER. I f t i t l e to a Committed Working Interest f a i l s In whole or in part, such Commited 
Workirg Interest snail no longer Ve subject to this Agreement and Unit Agreement. A true Owner of a "working Inter
est, t i t l e to which has f a i l e d , may j o i n i n this Agreement or enter upon a separate Operating Agreement with the 
Parties to this Agreeaent upon such terms and conditions as receive the approval of the Farties within the unit area; 
and subject to any valid claims by the true Owner. 

ARTICLE 19 

UNLEASED INTERESTS ILLEGIBLE 
Unless specifically provided under "other provisions" (following A r t i c l e 36) herein th i s Agreement is silent as 

to unleased interests. 

ARTICLE 20 

RENTALS AND LEASE BURDENS 

20.1 RENTALS. Each Party shall be obligated to pay any and a l l rentals and other sums (other than Lease Bur
dens) payable upon or i n respect of i t s Committed Working Interests, subject, however, to the right of each Party 
to surrender any of I t s Committed Working Interest i n accordance with A r t i c l e 27. Upon request, each Party shall 
furnish to Unit Operator satisfactory evidence of the making of such payments. However, no Party shall be l i a b l e to 
any other Party for unintentional f a i l u r e to make any such payments provided I t has acted i n good f a i t h . 

Articles 19, 20 
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tf3 'ZZ 'ZZ 'IS satoxgJV 

•quatnaBjSB sxqg jo suoistAOJd jaqgo XUB 2uxpuBgsqgi_Mgou na« 
qons SuxgBjado ux pajjnoux sqsoo SB pagBajg puB ixaM qons JOT. Xgj«d SuxiTXJa aqg Xq aujoq ptre oq paSjBqo aq xiBqs 
quanrajnsBara agBJBdas JOJ saxqxXTOBj qons jo sqsoo aqj, •axq'Bqxns usaap XBUI jogBjado gxun SB xxaM qons mojj paonpojd 
saouBqsqns pazxgxun aqg jo qusujajnsBam aqBJBdas JOJ saxqxiTOBJ jaqqo JO sauxx M°XJ 'aSB^UBq TBUOxqTPPS qons HBqs 
-UX XXBqs JoqBjado gxun uaqq 'saxqJBd aqg jo 1-eAOJ.ddy aqq aAxaoaj qou saop saxiTXTSBj X'auoxgTPPB SuxgBgTssaoau qno 
-qaXM lia* qons mojj uoxqonpojd aqq SuxjnsBant jo poqgam B 'XgjBd paqsajaqux XUB Xq qsanbaj jaqjB SXBP Xgjxqg uxqgx* 
'JX PUB BaJB SuxqBdxoxqJBd qons uxugT-M saxqJBd au.* XX* A'q SXSBS SSBBJOV UB UO pauMO qou sx anq BBJB SuxgBdxoxgJBd 

B ux papnxoux JO ux sx saouBqsqns pazxaxun. jo jaonpojd B SB paqaxdmoo xxa* B JI "JJiawaHnSVaW axVHVdas ftjZ 

aovAivs anv xMawaansvaw axvavaas 

tfS aioixav 
'atj'OX uoxqoas qqx* aouBpJOOOB ux xxaft pajxnbaa B SB pa 

-XXXJO aJBM XXSrt sm JT IISM qons jo sqsoo aqq JBaq oq pagBSxiqo aq pxr.OM oqM saxqJBd sqg Xq aujoq puB oq axqBaBjBqo 
aq XXBqs quanXBd qons "XgiBXoj XJOqBsuadcoo qons XBd XXBUS joqBjado gxun uaqq 'paxxxJa aa. -^BIE xxa« B qons qoxqM 
uodn qoBjq aqq ux qsajaqui SUX^JOM. paggxuiuioo B 9UXUMO XqjBd XUB Xq apBm qou sx saxqXBXoa XjoqBsuaduioo jo quacXBd 

PXOAB oq japjo ux XXXja oq uoxqoaxa UB PUB TTBM quauidoxaAag B usqa Jaqqo XTBK B TTXJQ oa ajnxTBj aqq CUOJJ sqxnsaj Xq 
-XBXOJ XjoqBSuadnoo JOJ puBmap aqq JI "TI3K. IHSWdOTaA3a V NVHI H3HX0 TTSft ¥ THHQ 01 3HnUVd HOd ONVKSa £'ZZ 

•BBJB SuxqBdxoxqJBd qons uxqqX* suoxqBjado ux pajjnoux sqsoo SB paSjBqo aq XXBqs quauiXBd qons "XgiBXoj Xjoq 
-Bsuadmoo qor.s XBd XXBqs joqBjado axun uaqq 'paxiXJp qou sx XXaw qons PUB TTaft' guauidoxaABg v XXXJQ oa aJnxXBj aqq 
UIOJJ sqxnsaj XqxBXoj XJoqBSuadmoo JOJ puBmap aqq JI "TI3fi INaWdOTSASa V TTIHa OX SHflUVa HOd 0NVK3a Z'ZZ 

•papXAOjd 
jaqjBUxajaq SB 'pUBursp aqq Xq paqoajjB XqjBd qoBa oq joajaqq aoxqou uaqqxJM 8AX9 XXBqs joqBjado axufl 'saxqi^O"1 

XjoqBsuadraoo jo quauiXBd aqq JOJ quamaajSy qxun aqq qqx« aouBpJOOOB ux apBm sx puBmap jaAauaqK. "aOIXOH X'ZZ 

SailTVAOa AHOIVSNadKOD 

Zz aioixav 
'saxgJBd JO Xq 

-jBd qons Xq aujoq PUB pXBd aq XXBqs qOBjq qons ux sqsajaqux paqqxmmooun jo SJBUMO aqq oq SuxruooB saxqxiTqBXI P"13 

squamXBd XXB 'quaraaajSy qxun aqq qqx« aouBpJOOOB ux qoBjq qons MBJpqqx* oq qqSxJ aqq asxojaxa oq SXTBJ XxXJBqun 
-XOA qoBjq B ux sqsajaqui SuxJiJOM. paqqxmuioo SUXUMO saxqJBd Jo XqjBd aqa JI "IVMVdGHXIri-NON AHVJJiiTlOA Z'ZZ 

•SXSBQ aSBBJOy UB uo 
B3JB SuxqBdxoxqJBd sqq uxqqx« saxqJBd XXB Xq pajBqs aq XXBqs ssaoxa qons tnaqq oq SuxnjooB 
XTXBnqoB squsuiXBd aqq jo ssaoxa ux ajB quaraBajSy qxufi aqa ux pauxof pBq Xaqq j x aoBjq qons 

ux sgsajagux paggxumiooun jo SJBUMO aqq oq anjooB pxnoM gsqg sguauiXBd sqq J I -g 

•paqBOOx sx qoBjq sqq qoxqM ux BBJB SuxqBdxoxqJBd aqq uxqgXM 
saxqJBd aqq Xq sxsBg OSBBJOV UB UO pajBqs PUB aujoq sq xi B U,s qusmssjSy qxun sqq pagr.oaxa 

Xaqg psq SJSUMO qons oq anjooB pxnow qBqq sguaaXBd aqq j o sssoxs ux aJB qBqq qoBJq qons ux 
sqsajaqux psqqxamooun jo SJSUWO sqq oq SBxqXTXqBXX PUB squsmXBd XXB PUB Xuy -y 

"~ — :XxddB XXBqs suoxsxAOjd qux 
-MOXXOJ sqq 'BBJB SuxqBdxoxqJBd B uxqqx« pspnxoux ST qoBJa qons JX P,JB CBPXAQjd SAOOB SB sBXaJBd Bug jc uoxqosjxa 
aqq SSAXSOSJ qoBjq B JO XB«Bjpqqx«-uou aqq JI 'SSIiaVd ao N0I103dIG XV IVAViOEilA NOii dC XOSdda SHX Z'ZZ 

•qusttJ 
-SSJSB sxqg psqnosxs aABq aoxqou qons j o SUXAXS aqq jo ataxq aqq qB oq« saxqJBd sqa jo uoxqoajxc sqq SSAXBOSJ qoBJq 

qons j o XB«Bjpqqx«-uou sqq SXBP usq j o poxJsd PXBS uxqqx« JX pssxojsxs sq qou XXBqs qqSxJ qons puB BBjy qxun sqq ux 
-qqX« ssxqJBd Jsqqo XXB oq aoxqou uaqqxJw JOXJQ SXBP usq qsBax gB JsqjB XTgur; pssxojsxs sq qou XXBqs qqSxJ qons qBqq 
'jBABKoq 'papXAOjd iquaraaajSy qxun aqq qqx« BOUBPJOOOB UX Bajy qxun aqq tacjj qoBJq qons MBjpqqxi oq qqSxJ aqq aABq 
XXBqs qoBjq qor.s ux sqsajaqui Sux̂ JOM paqgxcnaoo Suxu«o saxgJBd Jo XgjBd aqg •guacssjSy gxun sqg ux uxof og pssnjsj 
JO psxXBj usqg SBq Bajy gxun aqg uxqgxw gOBjq B ux gsajBgux XBXgusgsqns XUB JO JBUMO aqq J I ••Jiojjajaqg uoxgonpojd 
uo suBpjng SSBBI PUB SPUBX pazxgxun jo dxqsjauwo j o sngBgs aqg 'aSp3x«oui[ s,jogBJsdo gxur. jo gssq sqg og 'soxgou 
qons ux SuxXjxosds '3XXJ og uoxgusgux jo 2uxqXJ« ux XqjBd qoBa Xjxqou XXBUS jogBjado axun 'TBAOJddB XBguscgjBdaa 
XBUXJ JOJ quanssjSy qxun sqg SuxxXJ sJOjsq SXBP SAXJ ueqg sssx goK TVilVdGHXIX dO XK3ia KO iI0IXVXI/O;i I'23 

sissaaiNi eaxxiraooun anv sxovax ao IV/'WHOHIIW 
ZZ 310IXHV 

•guar.buxxap sanooaq XBg qons ajojsq XBC og BSOQOJC qou ssop 
qx qoxqM XBq XUB JO ssxqJBd aqg Xjxqou XXBqs qi "qsanbaj uodn saxqJBd sqg oa saxdoo qsxujnj XXBqs PUB gx Xq PXBQ sq 
05 papXAOjd SAOOB ssxBq XUB qqXM uoxqosuuoo ux MBX Xq pajxncsj sq XB3 SB squaa;aqBqE pUB sqjodaj • sujr.qsj qor.s SV.BSI 
XXBqs JoqBJSdQ qxuf; "joq-sjaco qxun Xq pXBd aq oq saxBg sqg og §i:TuT'Ba.tso qx Xq PSAXSOSJ squaa:aqBas XBq JO SBXASX 

'sguauissassB 'saoxqou jo saxdoo qqXM joqBjado qxun qsxuj'..j Xxqdsojd XIBUS XqjBd qoB3 'SKHfiliH ONV SSOIION ti'XS 

•qsajagux qor.s pauwo qx qoxq.'. SuxJnp poxJad axqBXBq aqq jo uoxqjod qBqq oq aqeiMTqJodojd sx 
qoxqM saxBa qor.s jo aSBquaojad aqq JBSO XXBqs qo?a qBqq os saxqJBd qor.s uaa«qaq psuoxqJoddB ac XIBUS sjr.000 UOXSJSASJ 

JO jajsuBjg qons qoxqM ux poxJad axqBXBq aqq JOJ paqjaAaj JO pajjajsuBJq qsajaqux aqq qs'JX=SB passasSB psuoxq-au: 
S.'.oqB ss::Bq aqq papXAOjd quauiaajSB sxqg ux SB qsajaqux paqsxnbuxxaj XUB JO UOXSJSASJ sqq jo quaAa aqq ux Jo -'XT5-"' 

Xu-a ux gus-cx'.ba ?UB sxexJsqBu; sqq ux Jo XTSK XUB UX qsajagux XUB JO JO qsajaqux S'-nyjov psaaxu-xu'cp XUB JO guav -JJSB 
sxua jo suoxsX-'-OJd sqq japun jsqqouB oq XqjBd auo Xq jajsuBJq B JO quaAa aqq uj 'SXS3dSX.'vI dO ESdS^VdX Z" 

'ssxqJBd qor.s og paSjBqo 3J3K saXBq qor.s SB suoxqjocojd a-.^s . _ ux 
sax+JBd aqq oq paqxpajo JO pXBd XTBqs SJSUJ-'.O qor.s JOJ pXBd saxBq XUB JO qur.oooe uo •suapjr.E asBsx i-'OJj u\ _ov.p 
-ep Xq JO qs-20 ux pa'JXBqqo jaqqaq.v. 'suapjus asBai jo SJSUMO UIOJJ squa-asjr.quixaj XXV 'PXBd BJB ssxBq uor.s qox'.-v. jo 
qoadssj u; JO qoxqM uodn (5? XBU; S^BO aqq SB) saouBqsqns pazxgxuf. JC sqsajaqui SUXSJO;.' paqqx'-"Jioo aqq ux dxqsjauMO 

JXsqg °g uoxqjodojd ux ssxqJBd aqq Xq aujoq PUB oq paSjBqo aq XTBqs joqBjado qxu.": Xq pxed ssxBq jaqqo XXV 'uxsjaqg 
sqsajaqux SAXqoadsaj jxsqq oq uoxqjodojd ux aurss aqq SUXUMO ssxqJBd aqq Xq aoioq PUB oq paSjBqo aq XXBqs japur.sjaq 
joqBjado qx1-"; Xq pxsq PUB pajxr.tOB Xqjadojd jaqqo PUB guBuidxnba 'sxBXJsqBn aodr. SSXBX "X;:2/J.'0IXd0ddV Z'ZZ 

•uxajoq 9'9 PUB 5-9 saxcxgJV ux papXAOjd XxiBOXJXOads ajou: SB upux< UX Sux̂ Bq,, Xg 
-Ji?d aqq Xc JO joqBjado qxur. Xq axqBXsd CJB sr.p usqM PUB SB pXBd aq XXBqs 'suapjng asBai jo JBUMO aqq Xq JO joajaqq 
sjsSBqojr.d JC jaseqojr.d sqq Xq axQBXBd qou BJB qoxqx BSJV gxun aqq UIOJJ paor.pojd saouBqsqns pazxaT'-Ti Xq pajr.SBaui JO 

uodn saxBq saxBS PUB SOUBJSABS Suxpnxoux (saxsg SUIOOUX UBqg jaqgo) saxBg XXB PUB XUB PUB 'japunajaq joqBjado gxun Xq 
pxaq puB paJxr.'coB Xqjadojd jaqqo JO 'qu&udxnba 'sxBXJagBui uodn JO (joajaqq JBUMO aqg Xq axa/eXBd aou BJB qoxqn susp 

-jng asBai uodr. PUB) sgsajagui aux^iJOH pogqxur/;oo aqg uodn axqBXBd saxBg UIBJOXBA PB XTB PUB Xuy 'iMSI-JLVd X'XS 

S3XVX 

xz aioixKV 
•XxddB XXBqs gsajaquj Sux^JOH paqqxuroioo og axgxi j o ajnxXBd qgX" S'-iXXBap OX'fiX uoxgoas j o suoxsXAXPqns 

jo suoxcxAOJd aqq BSJB SuxgBdxoxgJtd B uxqqXM PUBX SJOAOO qsox os gsajagui SUX>;JOK paqqxunuoo aqq JX 'JaAaMoq 'papxA 
-ojd SXqjBd qons Xq Xxajxgua auaoq aq XXBqs ssox qons 'aures aqg SUXUMO XqjBj auq Xq ap-Biu aq oa paDXAOJd aAoqB quaiuXBQ 
XUB S-̂ BUI oq ajr.xXBJ q3nojqq qsox sx gsajagui Sux^JOK paggxcaoo B J I 'xSSH3X!iI Ofil^dO/i GHXXIiv:00 30 SS01 £'05 

•uoxgonpojd qons j o ajsqs sgx jo goadsaj ux axqBXBd sqcajaqux JBTi'jrps 
PUB qsajagux paxJJBO 'qsajaqux sqxjojd qau XUB XBd oq paqBSxTV aq XXBqs XqjBd qons qoBa pus uo-gor.pojd qons j c 

qosdsaj ux BXQBXBd suapjng assai I I B XBd oq psqBSxTQ.0 ao. XXBqs BBJB SuxqBdxoxqJBd B uxq+XM pspr.xoux qou gr.q jsonp 
-ojd B SB paqaxdnoo XXB'* B UIOJJ uoxgonpojd aqq SAXaoaj oq psxqxgus saxi^Bd Jo XqjBd aqx "sqsajaqui paggx—ooun pure 
sqOBjj, j o XBMBJpuqxR qqx« SuxiBap ZZ aioxg^V ux papXAOjd SB gdsoxa 'joajaqg spaaooJd aqg JO uoxqonpojd qor.s j o goad 

-saj UT axqBXBd^gsajaqux JBiIurjs JCUB PUB sgsajagux paxJJBO 'sqsajaqux sqxjojd qau "suapjng aseai XXB P'JB XUB oq 
Suxr.joOB 'pux^ UX-JO qsBO ux jaqqsqM 'squaiuXBd XXB PUB XUB VJ&W. og pagBSxxqo aq XXBqs BBJB SuxqBGTQXgJBd B uxqgxw 
p-JBi j o goBjg B og pagBOoxiB uoxgonpojd aqq BAXBOSJ og paxgxgua saxgJBd JO XgjBd aqx 'SM30Hna asvai 2"0S 



24.2 SALVAGED MATERIALS. I f any materials and equipment are salvaged from a well completed as a producer 
aft e r being D r i l l e d , Deepened or Plugged Back otherwise than for the account of a l l the Parties enti t l e d to par
t i c i p a t e therein before reversion to the Non-Drilling Parties of their relinquished interests i n the well, the 
proceeds derived from sale thereof, or, • i f not sold, the Salvage value thereof, shall be treated l n the same manner 
as proceeds of Production from such well for the purpose of determining reversion to Non-Drilling Parties of t h e i r 
relinquished interests i n such well. 

ARTICLE 25 

% SECONDARY RECOVERY AND PRESSURE MAINTENANCE 

25.1 CONSENT REQUIRED. Unit Operator shall not undertake any program of secondary recovery or pressure main
tenance involving injection of gas, water or other substance by any method, whether now known or hereafter devised, 
without f i r s t obtaining the approval of the Parties of the Committed Working Interests i n the participating area 
affected by any such program; such approval to be determined by vote of the Committed Working Interests as defined 
l n A r t i c l e 14.2 hereof, unless a different voting requirement is agreed to by the Parties, i n which event i t w i l l 
be shown on Exhibit A hereto. After the Parties have voted to undertake a program of seconday recovery or pressure 
maintenance l n accordance with t h i s section, the conduct of such a program shall be subject to supervision by the 
Parties by vote as set for t h i n A r t i c l e 14.. 

25.2 ABOVE GROUND FACILITIES. This agreement shall not be deemed to require any Party to participate i n the 
construction or operation or any gasoline plant, sulphur recovery plant, dewaxing plant or other above ground fac
i l i t i e s to process or otherwise treat Production, other than such f a c i l i t i e s as may be required for treating Pro
duction I n ordinary lease operations and such f a c i l i t i e s as may be required i n the conduct of operations authorized 
under Section 25.1. 

ARTICLE 26 

TRANSFERS OF INTEREST 

26.1 SALS BY UNIT OPERATOR. I f Unit Operator sells a l l i t s Committed Working Interests, i t shall resign and 
a new Unit Operator shall be selected as provided i n the Unit Agreement. 

26.2 ASSUMPTION OF OBLIGATIONS. No transfer of any Committed Working Interests shall be effective unless the 
same i s made expressly subject to the Unit Agreement and thi s agreement and the transferee agrees i n writing to ass
ume and perform a l l obligations of the transferor under the Unit Agreement and t h i s agreement insofar as relates to 
the interest assigned, except that such assumption of obligations shall not be required i n case of a transfer by 
mortgage or deed of t r u s t as security f o r indebtedness. 

26.3 EFFECTIVE DATE. A transfer of Committed Working Interests shall not be effective as between the Par
ti e s u n t i l the f i r s t day of the month next following the delivery to Unit Operator of the original or a c e r t i f i e d 
copy of the instrument of transfer conforming to the requirements of Section 26.2. In no event shall a transfer 
of Committed Working Interests relieve the transferring Party of any obligations accrued hereunder pr i o r to said 
effective date, for which purpose any obligation assumed by the transferorto participate i n the D r i l l i n g , Deepening 
or Plugging Back of a well p r i o r to such effective date shall be deemed an accrued obligation. 

ARTICLE 27 

RELEASE FROM OBLIGATIONS AND SURRENDER 

27.1 SURRENl-jr OR RELEASE WITHIN PARTICIPATING AREA. A Committed Working Interest covering land within a 
participating area shail not be surrendered except with the consent of a l l Parties within such participating area. 
However, a Party who owns a Committed Working Interest i n land within a participating area and who i s not at the 
time committed to participate i n the D r i l l i n g , Deepening or Plugging Back of a well within such participating area 
may be relieved of further obligations of any particular Committed Working Interest or Interests with respect to such 
participating area as then constituted by executing and delivering to Unit Operator an assignment conveying to a l l • 
other Parties within such participating area the particular Committed Working Interest or Interests owned by such Party 
i n lands within the participating area, together with the specific interest of such Party's Committed Working Interest 
i n any and a l l wells, materials, equipment and other property applicable to such surrendered interest or interests. 

27.2 PROCEDURE ON SURRENDER OUTSIDE PARTICIPATING AREA. Whenever a Party desires to surrender i t s Commit
ted Working Interest i n any t r a c t which i s not within any participating area, such Party shall give to a l l other 
Parties written notice thereof describing such Committed Working Interest. The Parties receiving such notice, or 
any of them, shall have the r i g h t at t h e i r option to take from the Party desiring to surrender an assignment of 
such Committed Working Interest by giving to the Party desiring to surrender written notice of election so to do 
within t h i r t y days after receipt of the notice of the depire zz surrender. I f such election i s made as above pro
vided, the Party or Parties taking the assignment (which shall be taken by them in proportion to the acreage of t h e i r 
Committed Working Interests among themselves i n the Unit Are*/; shall pay to the assigning Party i t s share of the Sal
vage Value of any wells owned by the Parties and then locates on the land covered by such Committed Working Interest, 
which payment shall be made on receipt of the assignment. I f no Party elects to take such assignment within such 
t h i r t y day period, then the Party or Parties owning such Committed Working Interest may surrender the same i f surr
ender thereof can be made i n accordance with the Unit Agreement. 

27.3 ACCRUED OBLIGATIONS. A Party making an assignment or surrender l n accordance with Section 27.1 or 27.2 
shall not be relieved of i t s l i a b i l i t y for any obligation accrued hereunder at the time the assignment or surrender 
is made, or of obligation to bear i t s share of the Costs incurred i n any D r i l l i n g , Deepening or Flugging Back oper
ation i n which such Party has elected to Participate prior to the making of such assignment or surrender, except to 
the extent that the Party or Parties receiving such assignment shall assume, with the Approval of the Parties, any 
and a l l obligations of the assigning Party hereunder end under the Unit Agreement. 

ARTICLE 28 

SEVERAL, NOT JOINT LIABILITY 

23.1 LIABILITY. The l i a b i l i t y of the Farties hereunder shall be several and not j o i n t or collective. Each 
Party shall te responsible only for i t s obligations as herein set out. 

28.2 MO PARTNERSHIP CREATED. I t is not the intention of the Parties to create, nor shall this agreement or 
the Unit Agreement oe construea as creating a mining or other partnership cf association between the Parties, or to 
render them l i a b l e as partners or associates. 

28.3 ELECTION. Each of the Parties hereby elects to be excluded from the application of Subchapter K of 
Chapter 1 of Suotitle A of the Internal Revenue Code of 1954 or such portion or portions thereof as may be permit
ted or authorized by the Secretary of the Treasury of the United States or his delegate insofar as such Subchapter 
or any portion or portions thereof may be applicable to the Parties. I f any present inccme tax laws of the state 
or states i n which the Unit Acre i s located, contain or shall hereafter contain, provisions similar to those con
tained i n the Subchapter of the Internal Revenue Code of 1954 above referred to under which a similar election i s 
permitted, each of the^Parties hereby elects to be excluded from the application of such laws. Accordingly, each 
Party hereby authorised'and directs Unit Operator to execute such an election or elections on i t s behalf and f i l e 
the same with the proper administrative o f f i c e or arency. I f requested by Unit Operator, each Party agrees to ex
ecute and j o i n i n such instruments as are necessary to make such election effective. 

ARTICLE 29 

NOTICES 

29.1 GIVING AND RECEIPT. Except as otherwise specified herein, any notice, consent or statement herein pro
vided or permitted to be given by Unit Operator or a Party to the Parties shall be given i;. writing by United States 
mail or by telegraph, properly addressed to each Party to whom given, with postage or charges prepaid, or by del
ivery thereof i n person to the Party to whom given; however, i f delivered to a corporate Party, i t shall not be deem
ed given unless delivered personally to an executive off i c e r of such Party or to i t s representative designated pur
suant to Section 14.5 dealing with Representatives. A notice given under any provision hereof shall be deemed given 

•UNIT OPERATING AGREEMENT 
Articles 25, 26, 27, 28, 29 
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(OTHER PROVISIONS) 

ARTICLE 37 

NO OBLIGATION TO REPRESENT OTHER PARTIES 
B5F0RE FEDERAL P6WER CoWISSm 

37.1 NO OBLIGATION TO REPRESENT OTHER PARTIES BEFORE FEDERAL POWER COMMISSION. This agreement shall not be construed to 
provide that any Party Is obligated to represent any other Party hereto before the Federal Power Commission. 

(OTHER PROVISIONS) 

ARTICLE 38 

SUBSEQUENTLY CREATED LEASE BURDENS 

38.I SUBSEQUENTLY CREATED LEASE BURDENS. I f any working interest owner shall, subsequent to the execution of this agree
ment, create an overriding royalty, production payment, net profits interest, carried interest, or any other Interest out of 
i t s working interest (hereinafter called "subsequently created burden") such subsequently created burden shall be 
specifically made subject to a l l the terms and provisions of this agreement. I f the working interest owner from which such 
subsequently created Interest IS created becomes a Non-Drilling Party in an operation hereunder and as a result relinquishes 
interest in Production to the D r i l l i n g Party, then such Non-Drilling Party shall hold harmless the D r i l l i n g Party from any 
reduction in Production that might otherwise occur by virtue of the subsequently created burden, and the D r i l l i n g Party 
shall, u n t i l reversion of the relinquished interest occurs, receive such Production free and clear of any burdens other than 
those existing at the time the subject lands were committed to the Unit Agreement. 

Further, i f the working interest owner from which such subsequently created interest is created: 

(a) f a l l s to pay when due i t s share of costs and expenses chargeable hereunder, and i t s share of production 
accruing hereunder is insufficient to cover such costs and expenses, 

(b) elects to surrender a lease under Article 27 hereof, or 

(c) withdraws from this agreement as provided in Article 27, 

the subsequently created interest shall be chargeable with a pro rata portion of a l l costs ana expenses hereunder ln the 
same manner as i f such subsequently created interest were a working interest, and Operator shall have the right to enforce 
against such subsequently created interest the lien and a l l other rights granted in Article 15 hereof for the purpose of 
collecting costs and expenses chargeable to the subsequently created interest. 

(OTHER PROVISIONS) 

ARTICLE 39 

TREATMENT OF NON-COMMITTED LANDS 

39.1 POOLING, OR COMMUNITIZATION, OF UNIT LANDS WITH NON-UNIT LANDS. Subject to the terms of this Section 39.1, Unit 
Operator is empowered to pool, or communitize, lands committed to this Unit Operating Agreement with uncommitted lands 
for the purpose of providing a d r i l l i n g , or spacing, unit which conforms with the provisions of the appropriate order of 
the regulatory agency of the government of the state in which the lands are located. 

Insofar as Committed Working Interests of Unit lands are concerned, the procedure for Dr i l l i n g and the sharing of 
costs of a well d r i l l e d on such a pooled tract shall be as provided in this Unit Operating Agreement for the appropriate 
well classification (Subsequent Test Well or Exploratory Well, i f the lands be outside an established participating area; 
cr Development Well i f the Unit lands are within the boundary of an established participating area; or Required Well -
either development or exploratory - i f the Unit lands have been "force-pooled" by the state regulatory agency as the 
result of an application made by the owners of the non-unit lands); and the costs chargeable to the Committed Interests 
shall be that proportionate part of the well's costs allocated to the Committed Interests of Unit lands within the 
spacing unit. 

I f the D r i l l l n c cf a well is proposed on a tract of lard (either a Drilling- Slock i f for an Exploratory Well, or 
portion of a participating area i f for a Development Well) which is within an area covered by a spacing order of the 
state regulatory agency and a portion of the spacing unit as prescribed by such order covers ncn-committed lands as well 
S3 Committed Lands, then, upon the Direction of the D r i l l i n g Party, the Unit Operator w i l l : 

(a) seek the voluntary pooling of the subject lands within the spacing unit, 

or, f a l l i n g to secure voluntary pooling, 

(b) l f so directed by the D r i l l i n g Party, take proper action, including application to the appropriate 
governmental agency, to secure the forced-pooling" of the subject non-cor.-r.ltted lands; 

and 

(c) - prosecute, in accordance with the terms hereof, the Drilling of said well. 

The proportionate share of the Production allocated to the Committed Interests cf Unit lands shall te treated the 
same as that for any other Production of Unitized Substances and in accordance with the applicable previsions of this 
Unit Operating Agreement, but particularly with reference to Articles 6, 8, 9, 12, 13 ar.d Exhibit 4. 

39.2 TREATMENT OF UNCOMMITTED ROYALTY INTERESTS. Should the owner of a royalty interest, cr the owner of an over
riding royalty interest insofar as the override is less than i t s proportionate part of tne-eighth (l/8th) of leasehold 
interest, in a tract of land committed to the Unit Agreenent and Unit Operating .Agreen-er.t f a i l or refuse to execute or 
become bound by the Unit Agreement and as a result thereof the Lease Burdens of the Party entitled to receive the 
Production allocated to the tract or tracts of land affected are more than the Lease Eurier.s ccx.putea on the ca^is cf 
Production allocated thereto, Unit Operator, upon receipt of evidence thereof from tne Tarty affected, shall reimburse 
tnat Party for the f u l l amount of such excess Lease Burdens and shall treat tne sar.-.e as ar. operating cost; slrr.ila.rly, 
i f the Lease Eurden3 are less than the Lease Burdens computed on the basis of product!:.-, allocated thereto, such Party 
shall remit the difference to the Unit Operator for distribution to a i l Parties. 

(OTHER PROVISIONS) 

ARTICLE 40 

SUPERIORITY OF UNIT OPERATING AGREEMENT 

40.1 SUPERSEDENCE BY UNIT OPERATING AGREEMENT. Except for Committed Working Interests under lands and as to 
forr;.ations from which WISP (defineo in Section 6.4 and, i f applicable, described ir. Exhibit A) may be taken, this Unit 
Operating Agreement supersedes - or is superior to - any previously existing operating agreements covering the Working 
Interests committed hereto for so long as the subject Interests are committed to the Unit Agreement and Unit Operating 
Agreement. 

UNIT OPERATING AGREEMENT 
Articles 37, 32, 39, 40 
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