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UNIT AGREEMENT 
SOUTH HOBBS (GRAYBURG-SAN ANDRES) UNIT 

LEA COUNTY, NEW MEXICO 

THIS AGREEMENT, tittered Into as of tht first day of May l 
1974, by the parties who have signed the original of this Instrument a 2 
counterpart thereof, or other instrument agreeing to become a party 2 
hereto, 4 

WITNESSETH 5 

WHEREAS, 1n the Interest of the public welfare, to promote con- 6 
servatlon and Increase the ultimate recovery of Unitized Substances from 7 
the South Hobbs (Grayburg-San Andres) Field, In Lea County, New Mexico; 8 
and to protect the rights of the owners of Interests therein, 1t Is 9 
deemed necessary and desirable to enter Into this agreement to unitize 10 
the 011 and Gas Rights 1n and to the Unitized Formation in order to 11 
conduct Unit Operations as herein provided; 12 

WHEREAS, the Commissioner of Public Lands of the State of New 13 
Mexico 1s authorized by an Act of the Legislature (Section 3, Chapter 88. 14 
Laws of 1943, as amended by Section 1, Chapter 162, Laws of 1951, Chapter 7, 15 
Article 11, Section 39, New Mexico Statutes 1953 anno.) to consent to or 16 
approve this agreement on behalf of the State of New Mexico Insofar as 17 
1t covers and Includes lands and mineral interests of the State of New 18 
Mexico; and 19 

WHEREAS, the Commissioner of Public Lands of the State of New 20 
Mexico 1s authorized by an Act of the Legislature (Section 3, Chapter 88, 21 
Laws of 1943, as amended by Section 1, Chapter 162. Laws of 1951, Chapter 7, 22 
Article 11, Section 41, New Mexico Statutes 1953 anno.) to amend with 23 
the approval of the lessee any oil and gas lease embracing State lands 24 
so that the length of the term of said lease will coincide with the 25 
terms of this agreement; and 26 

WHEREAS, the 011 Conservation Commission of the State of New 27 
Mexico 1s authorized by law (Article 31, Chapter 65, Volume 9, Part 2, New 28 
Mexico Statutes 1953 anno.) to approve this agreement and the conser- 29 
vatlon provisions hereof: 30 

NOW, THEREFORE, 1n consideration of the premises and of the mutual 31 
agreements herein contained'. 1t Is agreed es follows: 32 
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ARTICLE 1 
DEFINITIONS 

As used In this agreement: 

1.1 Unit Area Is the land described by Tracts In Exhibit "B" and 
shown on Exhibit *A" as to which this agreement becomes effective or to 
which It may be extended as herein pro ided. 

1.2 Comalssionar is the Commissioner of Public Lands of the State 
of New Mexico. 

1.3 Conrnlsslon Is the 011 and Gas Conservation Commission of the 
State of New Mexico. 

K4 Unitized Formation is the subsurface portion of the Unit Area 
known as the Grayburg and San Andres formation of Permian age in the 
stratigraphic interval between the depths of 3,696 feet and 5,347 feet 
below the Kelly Bushing on the Borehole Compensated Sonic Log - Gamma 
Ray dated July 9, 1969, of the Shell Oil Company State "A* No. 7 located 
1,930 feet FNL and 660 feet FEL of Section 32-18S-38E, Lea County, Naw 
Mexico. 

1.5 Unitized Substances are all oil, gas, gaseous substances, 
sulphur contained 1n gas, condensate, distillate, and all associated and 
constituent liquid or llqueftable hydrocarbons other than Outside Sub
stances within or produced from the Unitized Formation. 

1.6 Working Interest is an Interest In Unitized Substances by 
virtue of a lease, operating agreement, fee title, or otherwise. In
cluding a carried interest, the owner of which interest 1s obligated to 
pay, either In cash or out of production or otherwise, a portion of the 
Unit Expense; however. Oil and Gas Rights that are free of lease or 
other Instrument creating a Working Interest shall be regarded as a 
Working Interest to the extent of seven-eighths (7/B) thereof and a 
Royalty Interest to the extent of the remaining one-eighth (1/8) thereof. 
A Royalty Interest created out of a Working Interest subsequent to the 
execution of this agreement by the owner of such Working Interest shall 
continue to be subject to such Working Interest burdens and obligations 
that are stated In this agreement and In the Unit Operating Agreement. 

1.7 Royalty Interest is a right to or an Interest In any portion 
of the Unitized Substances or proceeds thereof other than a Working 
Interest. 

2-
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1.8 Royalty Owner 1s a party hereto who owns a Royalty Interest. 1 

1.9 Working Interest Owner 1s a party hereto who owns a Working 2 
Interest. 3 

1.10 Tract 1s the land described as such and given a tract number 4 
In Exhibit""^ 5 

1.11 Unit Operating Agreement 1s the agreement entered Into by 6 
Working Interest Owners, having the same Effective Date as this agree- 7 
ment, entitled "Unit Operating Agreement, South Hobbs (Grayburg-San 8 
Andres) Unit, Lea County, New Mexico." 9 

1.12 Unit Operator 1s the Working Interest Owner designated by 10 
Working Interest Owners under the Unit Operating Agreement to conduct 11 
Unit Operations, acting as operator and not as a Working Interest Owner. 12 

1.13 Tract Participation 1s the percentage shown on Exhibit "C" 13 
for allocating Unitized Substances to a Tract. 14 

1.14 Unit Participation of a Working Interest Owner 1s the sun of 15 
the percentages obtained by multiplying the Working Interest of such 16 
Working Interest Owner In each Tract that qualifies for Inclusion within 17 
the Unit Area by the Tract Participation of such Tract. 18 

1.15 Outside Substances are substances purchased or otherwise 19 
obtained for a consideration by Working Interest Owners and Injected 20 
Into the Unitized Formation. 21 

1.16 011 and Gas Rights are the rights to explore, develop, and 22 
operate lanoT wTthTrTthe Unit Area for the production of Unitized 23 
Substances or to share 1n the production so obtained or the proceeds 24 
thereof. 25 

1.17 Unit Operations are all operations conducted pursuant to this 26 
agreement anTihe Unit Operating Agreement. 27 

1.18 Unit Equipment 1s all personal property, *ease and well 28 1 

equipment, plants, and other facilities end equipment taken over or 29 ; 
otherwise acquired for the joint account for use 1n Unit Operations. 30 i 

1.19 Unit Expense 1s ill costs, expense, or Indebtedness Incurred 31 I 
by WorMngTnTerest Owners or Unit Operator pursuant to this agreement 32 
and the Unit Operating Agreement for or on account of Unit Operations. 33 

i 

-3-
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1.20 Effective Date Is the time and date this agreement becomes 1 
effect1ve as provided in Sectlon 17.1. 2 

ARTICLE 2 
EXHIBITS 

2.1 Exhibits. The following exhibits, which are attached hereto, 3 
are Incorporated herein by reference: 4 

2.1.1 Exhibit "A* is a map that shows the boundary lines of 5 
the Unit Area and the Tracts therein. 6 

2.1.2 Exhibit T 1$ i schedule that describes each Tract In 7 
the Unit Area and percentage and kind of oil and gas Interest In each 8 
such Tract. 9 

2.1.3 Exhibit "C" 1s a schedule showing Individual Tract 10 
Descriptions and Tract Participations. n 

2.1.4 Exhibit "D" 1s a form of Indemnity Agreement required 12 
under the provisions of Section 9.1.3 hereof. 13 

2.2 Reference to Exhibits. When reference 1s made to an exhibit. 14 
1t 1s to the exhibit a; originally attached or, If revised, to the last 15 
revision. 1 6 

2.3 Exhibits Considered Correct. Exhibits "A," "B," and "C" shall 17 
be considered to bi, correct until revised as herein provided. w 

2.4 Correcting Errors. The shapes and descriptions of the respec- 19 
tive Tracts have been established by using the best Information available. 20 
If It subsequently appears that any Tract, because of diverse royalty or 21 
working Interest ownership on the Effective Date, should have been 22 
divided Into more than one Tract or that any mechanical miscalculation 23 
or clerical error has been made, Unit Operator, with the approval of the 24 
Working Interest Owners and the Commissioner, shall correct the mistake 25 
by revising the exhibits to conform to the facts. The revision shall 26 
not Include any revaluation of engineering or geological interpre- 27 
tatlons used 1n determining Tract Participation, Each such revision of 28 
an exhibit made prior to thirty (30) days after the Effective Date shall 29 
be effective as of the Effective Date. Each such revision thereafter 30 
made shall be effective at 7 A.M. on the first day of the calendar month 31 
next following the filing for record of the revised exhibit or on such 32 
other date as may be determined by Working Interest Owners and set forth 33 
In the revised exhibits. 34 

,4. 
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2.5 FnIng Revised Exhibits. If tn exhibit 1$ revised, Unit 1 
Operator shall execute an appropriate instrument with the revised 2 
exhibits attached and file two copies with the Comn1ss1oner and ont copy 3 
for record 1n Lea County, New Mexico. 4 

ARTICLE 3 
CREATION AND EFFECT OF UNIT 

3.1 011 and Gas Rights Unitized. All 011 and Gas Rights of Royalty 5 
Owners In and" to tne~lanas described 1n Exhibit "B" and all 011 and Gas 6 
Rights of Working Interest Owners 1n and to said lands are hereby un1- 7 
tlzed insofar as the respective Oil and Gas Rights pertain to the Unitized 8 
Formation so that Unit Operations may be conducted with respect to the 9 
Unitized Formation as 1f the Unit Area had been Included 1n a slngl* 10 
lease executed by all Royalty Owners, as lessors, 1n favor of all H 
Working Interest Owners, ;s lessees, and as If the lease contained all 12 
the provisions of this agreement. 13 

3.2 Personal Property Excepted. All lease and well equipment, 1* 
materials, and other facilities heretofore or hereafter placed by any of 15 
the Working Interest Owners on the lands covered hereby shall be deemed 15 
to be and shall remain personal property belonging to and may be removed 17 
by Working Interest Owners. The rights and Interests therein as among IB 
Working Interest Owners are set forth in the Unit Operating Agreement. 19 

3.3 Amendments of Leases and Other Agreements. The provisions of 20 
the various leases, agreements,~oTv1sion and transfer orders, or other 21 
Instruments pertaining to the respective Tracts or the production there- 22 
from, are amended to the extent necessary to make them conform to the 23 
provisions of this agreement, but otherwise shall remain In effect. 2 4 

3.4 Continuation of Lease and Term Interests. Unit Operations 25 
conducted on any part o7~the UnlOrea shall be considered with respect 26 
to leases or term mineral or royalty Interests as follows: 27 

3.4.1 Production from any part of the Unitized Formation, 28 
except for the purpose of determining payments to Royalty Owners, or 29 
other Unit Operations shall be considered as production from or op- 30 
eratlons upon each Tract; and such production or operations shall 31 
continue in effect each lease or term mineral or royalty Interest as to 32 
all lands and formations covered thereby just as if such operations were 33 
conducted on and as if a well were producing from each Tract. 34 

-5-
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3.4.2 Any lease embracing lands of the State of New Mexico I 
which 1s made subject to this agreement shall continue In force beyond 2 
the term provided therein as to the lands committed hereto until the 3 
termination hereof. 4 

3.4.3 Any lease embracing lands of the State of New Mexico 5 
having only a portion of Its land committed hereto shall be segregated 6 
as to that portion committed and that not committed, and the terms of 7 
such lease shall apply separately as to such segregated portions com- 8 
menclng as of the Effective Date hereof. Provided, hqwever, that, 9 
notwithstanding any of the provisions of this agreement to the contrary, 10 
such lease shall continue 1n full force and effect beyond the term 11 
provided therein as to all Unds embraced In such lea*e 1f oil or gas 1s 12 
or has heretofore been discovered In paying quantities on some part of 13 
the lands embraced In such lease committed to this agreement or so long 14 
as a portion of the Unitized Substances produced from the Unit Area Is, 15 
under the terms of this agreement, allocated to the portion of the lands 16 
covered by such 1ea»o committed to this agreement or, at any time during 17 
the term hereof, as to any lease that 1s valid and subsisting and upon 18 
which the lessee or the Unit Operator 1s then engaged In bona fide 19 
drilling, reworking, or Improved recovery operations on any part of the 20 
lands embraced 1n such lease, then the same as to all lands embraced 21 
therein should remain 1n full force and effect so long as such oper- 22 
atlons are diligently prosecuted; and 1f they result 1n the production 23 
of oil or gas, said lease shall continue 1n full force and effect as to 24 
all lands embraced therein, so long thereafter as oil or gas In paying 25 
quantities 1s.being produced from any portion of said lands. 26 

3.5 Titles Unaffected by Unitization. Nothing herein shall be 27 
construed to result in the transfer of title to 011 and Gas Rights by 28 
any party hereto to any other party or to Unit Operator. 29 

3.6 Injection Rights. Royalty Owners hereby grant Working Interest 30 
Owners the rlcht to inject into the Unitized Formations any substances 31 
1n whatever amounts Working Interest Owners deem expedient for Unit 32 
Operations, together with the right to drill, use, and maintain In- 33 
jectlon wells on the Unit Area and to use for Injection purposes any 34 
nonprodudng or abandoned walls or dry holes and any producing wells 35 
completed 1n the Unitized Formation. 36 

3.7 Development Obligation. Nothing herein shall relieve Working 37 
Interest Owners from any obligation to develop reasonably as a whole the 38 
lands and leases committed hereto. 39 

-8-
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ARTICLE 4 
PLAN OF OPERATIONS 

4.1 Unit Operator. Working Interest Owners are concurrently 
herewith entering into the Unit Operating Agreement, designating Amoco 
Production Company as the initial Unit Operator. Unit Operator shall 
have the exclusive right to conduct Unit Operations, which shall conform 
to the provisions of this agreement and the Unit Operating Agreement. 
If there 1s any conflict between such agreements, this agreement shall 
govern. 

4.2 Successor Unit Operator. Unit Operator may resign at any 
time. Upon the resignation or removal of a UnltJOperator, a successor 
Unit Operator shall be selected by Working Interest Owners. If the Unit 
Operator that 1s removed falls to vote or votes only to succeed Itself, 
the successor Unit Operator may be selected by the affirmative vote of 
at least seventy-five percent (75X) of the voting Interest remaining 
after excluding the voting interest of the Unit Operator that resigned 
or was removed. A Unit Operator so selected shall accept In writing the 
duties and responsibilities of Unit Operator and the selection and 
acceptance shall be subject to the approval of the Commissioner. If no 
Unit Operator Is selected as herein provided, the Commissioner at his 
election may declare this Unit Agreement terminated. In voting under 
this Section 4.2, each Working Interest Owner shall have a voting In
terest equal to its Unit Participation at the time of the vote. 

4.3 Method of Operation. To the end that the quantity of Unitized 
Substances ultimately recoverable may be increased and waste prevented. 
Working Interest Owners shall, with diligence and 1n accordance with 
good engineering and production practices, as soon as practicable after 
the Effective Date hereof, make necessary arrangements for commencement 
of Improved recovery operations in the Unitized Formation and the use or 
construction of necessary plants and facilities therefor, 1n order that 
such operations may be initiated within a reasonable time after such 
facilities are ready for operation. Unit Operator shall furnish the 
Commissioner a copy of the order of the Comnisslon approving the In
itiation of Improved recovery operations. 

4.4 Change of Method of Operation. Nothing herein shall prevent 
Working Interest Owners from discontinuing or changing 1n whole or 1n 
part any method of operation which, In their opinion, is no longer In 
accord with good engineering or production practices. Other methods of 
operation may be conducted or changes may be made by Working Interest 
Owners from time to time 1f determined by them to be feasible, necessary 
or desirable to increase the ultimate recovery of Unitized Substances. 
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Unit Operator shall keep the Commissioner Informed of any changes in any 1 
method of operation by furrishlng the Commissioner a copy of the order 2 

of the Commission authorizing such changes. 3 

ARTICLE 5 
TRACT PARTICIPATION 

5.1 Tract Participation. The Tract Participation of each Tract is 4 
shown 1n Exhibit*"C" and was determined and approved by the Working 5 
Interest Owners as follows: 6 

Tract Participation Percentage 7 

Phase I: 100 x A e 

Phase I I : 100 x (50X A • 25X B • 12.5S C • 12.5X 0) 9 

Phase I I I : 100 x (70* E • 7.5X A • 7.5X 0 • 7.5« F • 7.5X G) 1 0 

Where A • Ratio of the value of oil and ;-s production from each Tract 
to the summation of the value of oil and <•*$ production from 
all Tracts in the Unit Area during the period July 1, 1972. \% 
through June 30, 1973. ^ 

B • Ratio of original productive acres for each Tract to the 
summation of the original productive acres for all Tracts In 
the Unit Area. 

C • Ratio of the ultimate primary oil recovery from each Tract to 
the summation of the ultimate primary oil recovery from all 
Tracts 1n the Unit Area. 

-fi

ll 
12 

15 
16 
17 

18 
19 
20 

0 • Ratio of the cumulative oil production to July 1, 1973, from 21 
each tract to the summation of the cumulative oil production 22 
to July 1, 1973, for all tracts 1n the Unit Area. 23 

E • Ratio of the secondary oil reserves for each Tract to the 24 ' 
summation of the secondary oil reserves for all Tracts 1n the 25 
Unit Area. 26 

F • Ratio of the original oil-in-place for each Tract to the 27 
summation of original o!.-1n-place for al l Tracts 1n the Unit 28 
Area. 29 

G - Ratio of the redistributed primary oil reserves for each Tract 30 
to the summation of redistributed primary oil reserves for all 31 • 
Tracts In the Unit Area. 32 



BOOK 322 ns! '374 

The Tract Participations as shown In Exhibit "C" are accepted and 
approved by the parties hereto as being correct, fair and equitable. 

5.1.1 Phase I Tract Participation shall begin on the Effective 
Date of this agreement and continue until the first day of the month 
next following the date when the cumulative oil production from the 
Unitized Formation underlying all Tracts described in original Exhibit 
"B" attached hereto equals six million four hundred thousand (6,400,000) 
barrels as determined from the production reports (currently known as C-
115 reports) filed with the New Mexico 011 Conservation Commission. 
Phase II Tract Participation shall begin on the termination of Phase I 
and continue until the first day of the month next following the date 
when the cumulative oil production from the Unitized Formation under
lying all Tracts described in original Exhibit "B" attached hereto 
equals six million four hundred thousand (6,400,000) barrels from and 
after the termination date of Phase I, as determined from the production 
reports filed with the New Mexico 011 Conservation Commission. Phase 
III shall begin with the termination of Phase II and continue for the 
remainder of the term Of this agreement. The Unit Operator shall advise 
the Commissioner of changes In Tract Participation from Phase I to Phase II 
and from Phase II to Phase III on or before the effective date of each 
such change. 

5.1.2 In the event less than all Tracts as described 1n 
original Exhibit "B" attached hereto, are qualified for Inclusion In the 
Unit Area on the Effective Date hereof, the total number of barrels of 
oil to be produced before beginning Phase II and Phase III as designated 
1n Section 5.1.1 shall remain at 6,400,000 barrels, respectively; however, 
oil produced from all Tracts 1n the Unit Area as depicted on Exhibit "A" 
attached hereto, qualified and non-qualified, shall count toward each 
required total of 6,400,000 barrels of oil. 

5.2 Relative Tract Participations. If the Unit Area is enlarged 
or reduced, the revised Tract Participations of the Tracts remaining In 
the Unit Area which were within the Unit Area prior to the enlargement 
cr reduction shall remain in the same ratio one to another. 

ARTICLE 6 
ALLOCATION OF UNITIZED SUBSTANCES 

6.1 Allocation to Tracts. All Unitized Substances produced and 
saved shall be allocated to the several Tracts in accordance with the 
respective Tract Participations effective during the period that the 
Unitized Substances were produced. The amount of Unitized Substances 
allocated to each Tract, regardless of whether the amount 1s more or 

-9-
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less than the actual production of Unitized Substances from the well or 1 
wells, if any, on such Tract, shall be (*eemed for all purposes to have 2 
been produced from such Tract. 3 

6.2 Distribution Within Tracts. The Unitized Substances allocated 4 
to each Tract shall be distributed among, or accounted for to, the 5 
parties entitled to share in the production from such Tract in the same 6 
manner, in the same proportions, and upon the same conditions as they 7 
would have participated and shared in the production from such Tract, or 8 
1n the proceeds thereof, had this agreement not been entered into and 9 
with the same legal effect. If any Oil and Gas Rights in a Tract here- 10 
after become divided and owned in severalty as to different parts of the 11 
Tract, the owners of the divided interests in the absence of an agreement 12 
providing for a different division shall share in the Unitized Substances 13 
allocated to the Tract, or In the proceeds •hereof, In proportion to the 14 
surface acreage of their respective parts of the Tract. Any royalty or 15 
other payments which depend upon per well production or pipeline runs 16 
from a well or wells on a Tract shall, after the Effective Date, be 17 
determined by dividing the Unitized Substances allocated to the Tract by 18 
the number of wells located thereon which are completed In the Unitized 19 
Formation on the Effective Date; however, if any Tract has no well 20 
thereon completed in tne Unitized Formation on the Effective Date, the 21 
Tract shall for the purpose of this determination be deemed to have one 22 
such well thereon. 23 

6.3 Taking Unitized Substances in Kind. The Unitized Substances 24 
allocated to each Tract shall be dellveriTTn kind to the respective 25 
parties entitled thereto by virtue of the ownership of Oil and Gas 26 
Rights therein or by purchase from such owners. Such parties shall have 27 
the right to construct, maintain, and operate within the Unit Area all 28 
necessary facilities for that purpose, provided they are so constructed, 29 
maintained, and operated as not to interfere with Unit Operations. Any 30 
extra expenditures incurred by Unit Operator by reason of the delivery 31 
In kind of any portion of Unitized Substances shall be borne by the 32 
owner of such portion. If a Royalty Owner has the right to take In kind 33 
a share of Unitized Substances and fails to do so, the Working Interest 34 
Owner whose Working Interest is subject to such Royalty Interest shall 35 
be entitled to take in kind such share of Unitized Substances. 36 

6.4 Failure to Take in Kind. If any party fails to take in kind 37 
or separately dispose ofsuch party's share of Unitized Substances, Unit 38 
Operator shall have the right, but not the obligation, for the time 39 
being and subject to revocation at will by the party owning the share, 40 
to purchase or sell to others such share; however, ell contracts of sale *1 
by Unit Operator of any other party's share of Unitized Substances shall 42 
be only for such reasonable periods of time es are consistent with the *3 

minimum needs of the industry under the circumstances; but in no event 4 4 

-10-
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shall any such contract be for a period 1n excess of one year. The 1 
proceeds of the Unitized Substances so disposed of by Unit Operator 2 
shall be paid to the Working Interest Owners of each affected Tract or 3 
a party designated by such Working Interest Owners who shall distribute 4 
such proceeds to the parties entitled thereto. Notwithstanding the 5 
foregoing, Unit Operator shall not make a sale Into Interstate commerce 6 
of any other party's share of gas production without first giving such 7 
other party sixty (60) days' notice of such Intended sale. 8 

6.5 Responsibility for Royalty Settlements. Any party receiving 9 
1n kind or separately disposing of all or part of'the Unitized Substances 10 
allocated to any Tract shall be responsible for the payment of all 11 
royalties, overriding royalties, production payments, and all other 12 
payments chargeable against or payable out of such Unitized Substances 13 
and shall Indemnify all parties hereto. Including Unit Operator, against 14 
any liability for such payment. 15 

6.6 Royalty on Outside Substances. If any Outside Substances 16 
consisting of natural gases are Injected Into the Unitized Formation, 17 
seventy-five percent (75X) of any like substances contained 1n Unitized 18 
Substances subsequently produced and sold or used for other than Unit 19 
Operations, shall be deemed to be a part of the Outside Substance so 20 
Injected until the total volume deemed to be such Outside Substance 21 
equals the total volume of such Outside Substance so Injected. If any 22 
Outside Substance which prior to Injection 1s liquefied petroleum gas or 23 
other liquid hydrocarbons 1s Injected Into the Unitized Formation, ten 24 
percent (105) of all Unitized Substances produced and sold after one 25 
year from the time the Injection of such Outside Substance was commenced 26 
shall be deemed to be a part of the Outside Substance so injected until 27 
the total value of the production deemed to be such Outside Substance 28 
equals the total cost of the Outside Substance so Injected. Such ten 29 
percent (10%) of the Unitized Substances deemed to be Outside Substances ' 30 
will be 1n addition to that which Is being recovered for natural gases 31 
as hereinabove provided, 1f both liquefied petroleum gas or other liquid 33 
hydrocarbons and natural gasses are Injected. No payment shall be due 33 
or payable to Royalty Owners on substances produced from the Unitized 34 
Formation that are deemed to be Outside Substances. 35 

i ARTICLE 7 

Mi 
I! 

PRODUCTION AS OF THE EFFECTIVE DATE 

7.1 Oil or Liquid Hydrocarbons In Lease Tanks. Unit Operator 36 
shall gauge or otherwise determine the amount of merchantable oil or 37 
other liquid hydrocarbons produced from the Unitized Formation that Is 38 
1n lease and power-oil tanks as of 7 A.N. on the Effective Date. Oil or 39 
other liquid hydrocarbons In treating vessels, separation equipment, and 40 
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tanks below pipeline connections shall not be considered to be mer
chantable. Any merchantable oil or other liquid hydrocarbons that are a 
part of oil attributable to the prior allowable of the wells from which 
they were produced shall remain the property of the parties entitled 
thereto as If this agreement had not been entered Into. Any such 
merchantable oil dr other liquid hydrocarbons not promptly removed may 
be sold by Unit Operator for the account of the Working Interest Owners 
entitled thereto who sha'1 pay all royalty due therec.i under the pro
visions of applicable leases or other contracts. An. oil or liquid 
hydrocarbons in excess of that attributable to the prior allowable of 
the wells from which they were produced shall be regarded as Unitized 
Substances produced after the Effective Date. 

7.2 Overproduction. If, as of the Effective Date, any Tract Is 
overproduced with respect to the allowables of the wells on that Tract 
and if the amount pf overproduction has been sold or otherwise disposed 
of, such production shall be regarded as part of the Unitized Substances 
produced after the! Effective Date and shall be charged to such Tract as 
having been delivered to the parties entitled to Unitized Substances 
allocated to such Tract. 

ARTICLE 8 
USE OR LOSS OF UNITIZED SUBSTANCES 

8.1 Use of Unitized Substances. Working Interest Owners may use 
or consumed! tTzejd Substances for Unit Operations, Including but not 
limited to tha Injection thereof into the Unitized Formation. 

t 

8.2 Royalty {Payments. No royalty, overriding royalty, production, 
or other payments shall be payable on account of Unitized Substances 
used, lost, or consumed In Unit Operations. 

ARTICLE 9 
1 TRACTS TO BE INCLUDED IN UNIT 

9.1 Qualification of Tracts. On and after the Effective Data end 
until the enlargement or reduction thereof, the Unit Area shall be 
composed of the Tdbcts listed 1n Exhibit "8" that corner or nave a 
common boundary (Tacts separated only by a public highway end/or a 
railroad right-of*ay shall be considered to have a common boundary) and 
that otherwise qualify as follows: 

i 
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9.1.1 Each Tract as to which Working Interest Owners owning 1 

one hundred percent (100*) of the Working Interest have become parties 2 
to this agreement and as to which Royalty Owners owning seventy-five 3 
percent (755) or more of the Royalty Interest have become parties to 4 
this agreement; 5 

9.1.2 Each Tract as to which Working Interest Owners owning 6 
one hundred percent (100X) of the Working Interest have become parties 7 
to this agreement and as to which Royalty Owners owning less than 8 
seventy-five percent (75X) of the Royalty Interest have become parties 9 
to this agreement and as to which (a) Working Interest Owners owning 10 
seventy-five percent (751) or more of the Working Interest In such 11 
Tract, including the Working Interest Owner who operates the Tract, have 12 
joined 1n a request for the Inclusion of the Tract In the Unit Area and 13 
as to which (b) Working Interest Owners having seventy-five percent 14 
(75X) or more of the combined voting Interest In all Tracts that meet 15 
the requirements of Section 9.1.1 have voted In favor of the Inclusion 16 
of such Tract. For the purpose of this Section 9.1.2, the voting In- 17 
terest of a Working Interest Owner shall be equal to the ratio that Its 18 
Phase I Unit Participation attributable to Tracts that qualify under 19 
Section 9.1.1 bears to the total Phase I Unit Participation of all 20 
Working Interest Owners attributable to all Tracts that qualify under 21 
Section 9.1.1; 22 

9.1.3 Each Tract as to which Working Interest Owners owning 23 
less than one-hundred percent (100X) of the Working Interest have become 24 
parties to this agreement, regardless of the percentage of Royalty 25 
Interest therein that 1s committed hereto, and as to which (a) one or 26 
more of the Working Interest Owners 1n such Tract who have become 27 
parties to this agreement, one of which must be the operator of such 28 
Tract, have joined 1n a request for Inclusion of such Tract 1n the Unit 29 
Area and have executed and delivered, or have obligated themselves to 30 
execute and deliver, an Indemnity agreement Identical In form to the 31 
agreement attached hereto as Exhibit "0" indemnifying and agreeing to 32 
hold harmless all other Working Interest Owners in the Unit Area, their 33 
successors, and assigns, against all claims and demands that may be 34 
made by the owners of Work'ntj Interests In such Tract who are not 35 
parties to this agreement md which arise out of the Inclusion of the 36 
Tract 1n the Unit Area; and as to which (b) Working Interest Owners 37 
having seventy-five percent (75S) or more of the combined voting 1n- 38 
terest 1n all Tracts that meet the requirements of Sections 9.1.1 and 39 
9.1.2 have voted 1n favor of the Inclusion of such Tract and to accept 40 
the Indemnity agreement. For the purpose of this Section 9.1.3, the 41 
voting Interest of each Working Interest Owner shall be equal to the 42 
ratio that its Phase I Unit Participation attributable to Tracts that 43 
qualify under Sections 9.1.1 and 9.1.2 bears to the total Phase I Unit 4 4 
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Participation o 
that qualify un 
a Tract In the 
attributed to tl 
Tract, had they 
Agreement, shal 
Interests 1n su 
have executed 1 

9.2 Comal 
ment by a party 
party as of the 
before the Effec 
any interest in 
as may be negotl 
interest and UF 
formerly commitl 
committed by tr 
as provided in 

9.3 Acqui! 
bound by this ac 
Included within 
shall, upon appi 
agreement; shall" 
to said Tract; 
shall also be si 

all Working Interest Owners attributable to all Tracts 
ir Sections 9.1.1 and 9.1.2. Upon the inclusion of such 
It Area, the Unit Participation that would have been 
nonsubscriblng owners of Working Interest in such 
•come parties to this agreement and the Unit Operating 
be attributed In proportion to thei.- respective Working 
Tract to the Working Interest Owners in the Tract who 

lemnlty agreements. 

tnt of Interests to Unit. The execution of this agree-
thall commit all Interests owned or controlled by such a 
ite of execution and additional Interests acquired 
tive Oate. After the Effective Oate, the commitment of 
[ny Tract within the Unit Area shall be upon such terms 
[ted by Working Interest Owners and the owner of such 
approval of the Commissioner, provided, however, any 
Interest as to which title has failed may oe re-

rightful owners on its former basis of participation 
[ction 10.1 hereof. 

Itlon of Uncommitted Interests. In the event any party 
eement acquires ar. uncommitted Interest in any Tract 
he Unit Area, such Interest upon being so acquired, 
ival by the Working Interest Owners, be subject to this 
receive its share of the Unit Participation allocated 
fd, where the interest acquired is a Working Interest, 
ject to the Unit Operating Agreement. 

9.4 Revlsiln of Exhibits. If any of the Tracts described in 
Exhibit "B" falllto qualify for inclusion 1n the Unit Area, Unit Operator 
shall recompute lhe Tract Participation of each of the qualifying Tracts, 
using the orlginll basis of computation, and shall revise Exhibits "A," 
"B" and "C" acccjdlngly. Such revised exhibits shall be effective as of 
7 A.M. on the Effective Oate. 

1 
2 
3 
4 
5 
6 
7 
8 

g 
10 
11 
12 
13 
14 
15 
16 
17 
18 

19 
20 
21 
22 
23 
24 
25 

26 
27 
28 
29 
30 
31 

10.1 Removal 
sufficient Workil 
agreement to mee| 
title of any par 
Area effective a| 
which the failur 

ARTICLE 10 
TITLES 

of Tract from Unit Area. If a Tract ceases to have 
fTnterest Owners ©rTCyalty Owners committed to this 
the conditions of Article f because of failure of 
hereto, such Tract shall be removed from the Unit 
of 7 A.N. on the first day of the calendar month in 
of title 1s finally determined unless within ninety 

32 
33 
34 
35 
36 
37 

i 
ti 
t > 
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(90) days after the date of final determination of the failure of title, 1 
the Tract qualifies under'a Section of Article 9. 2 

10.2 Revision of Exhibits. If a Tract Is removed from the Unit 3 
Area because of failure of title, Unit Operator, subject to Section 5.2, 4 
shall recompute the Tract Participation of each of the Tracts remaining 5 
1n the Unit Area and shall revise Exhibits "A," "B," and "C" accordingly. 6 
The revised exhibits shall be effective as of 7 A.M. on the first day of 7 
the calendar month In which such failure of title 1s finally determined. 8 

10.3 Working Interest Titles. If title to a Working Interest 9 
falls, the rights and obligations of Working Interest Owners by reason 10 
of the failure of title shall be governed by the Unit Operating Agreement. H 

10.4 Royalty Interest Titles. If title to a Royalty Interest falls 12 
but the Tract to which It relates 1s not removed from the Unit Area, the 13 
party whose title failed shall not be entitled to share hereunder with 14 
respect to such Interest. 15 

10.5 Production Where Title Is In Dispute. If the title or right 16 
of any party claiming the right to receive 1n kind all or any portion of 17 
the Unitized Substances allocated to a Tract 1s In dispute. Unit Operator IB 
at the direction of the Working Interest Owners shall either: 19 

(a) Require that the party to whom such Unitized Substances 20 
are delivered or to whom the proceeds thereof are paid furnish security 21 
for the proper accounting therefor to the rightful owners 1f the title 22 
or right of such party falls 1n whole or In part; or 23 

(b) Withhold and market the portion of Unitized Substances 24 
with respect to which title or right Is 1n dispute and Impound the 25 
proceeds thereof until such time as the title or right thereto 1s v 26 
established by a final judgment of a court of competent jurisdiction or 27 
otherwise to the satisfaction of Working Interest Owners, whereupon the 28 
proceeds so Impounded shall be paid to the party Hmtfully entitled 29 
thereto. 30 

(c) Notwithstanding any provisions contained herein to the 31 
contrary, no payments of funds due the State of New Mexico shall be 32 
withheld; but such funds shall be deposited as directed by the Com- 33 
mlssloner to be held as unearned money pending final settlement of the 34 
title dispute and then applied as earned or returned In accordance with 35 
such final settlement. 36 
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rights to lands 
Royalty Interest 
Unit Equipment 
valorem taxes or 
owner and Worklr 
taxes are not p 
with approval 
or expiration 
redeem such rtgr 
Any such payment 
If possible, 
Substances 
defray the cost! 
credited to 

their rights am 
right to use as 
may be reasonab 
Unitized Substart es 
construed as 1 
camp site or a 
processing. 

11.2 Use o 
hereby granted̂  
except water 
Owner. 

frt 

11.3 Surfatfc 
owners for dama Fs 

i 
10.6 Payment of Taxes to Protect Title. The owner of surface 

'ith~in~the Unit Area or severed mineral Interests or 
in such lands or lands outside the Unit Area on which 
located is responsible for the payment ef any ad 

all such rights, Interests, or property unless such 
Interest Owners otherwise agree. If any ad valorem 

d by or for such owner when due, Unit Operator may, 
oil working Interest Owners, at any time prior to tax sale, 
o<|period of redemption ifter tax sale, pay the tax to 

s, Interests, or property and discharge the tax lien, 
shall be an Item of Unit Expense. Unit Operator shall, 

wltlhold from any proceeds derived from the sale of Unitized 
otherfise due any delinquent taxpayer an amount sufficient to 

of such payment or redemption, such withholding to be 
Working Interest Owners. 

ARTICLE 11 
EASEMENTS OR USE OF SURFACE 

11.1 Grant %f Easements. The parties hereto, to the extent of 
interests, hereby grant to Working Interest Owners the 
uch of the surface of the land within the Unit Area as 
necessary for Unit Operations and the removal of 
from the Unit Area; hovever, nothing herein shall be 

Ing or otherwise conveying to Working interest Owners a 
ant site for water Injection, gas Injection, or gas 

Water. Working Interest Owners shall have and are 
use of water from the Unit Area for Unit Operations, 

any well, lake, pond, or Irrigation ditch of a Royalty 

Damages. Working Interest Owners shall pay the 
to growing crops,'timber, fences. Improvements, and 

strictures on t i Unit Area that resalt from Unit Operations. 

ARTICLE 12 
ENLARGEMENTS OF UNIT AREA 

12.1 Enlariwents of Unit Area. The Unit Area may be enlarged from 
time to time to Include acreage reasonably proved to be productive upon 

•16-

Hi. ' 



MDK 322 MSS 382 
such terms as may be determined by Working Interest Owners and upon 
approval by the Corrmlssloner, Including, but not limited to, the following 

12.1.1 The acreage shall qualify under a Section of Article 9. 

12.1.2 The participation to be allocated to the acreage shall 
be fair and reasonable, considering all available Information, and as 
applicable, subject to the provisions of Section 5.1.1, the number of 
barrels of oil shall be revised that determine the duration of Phase I 
and Phase II of Unit Participation. 

12.1.3 There will be no retroactive allocation or adjustment 
of Unit Expense or of Interests In the Unitized Substances produced or 
proceeds thereof; however, this limitation shall not prevent an adjust
ment of Investment by reason of the enlargement. 

12.2 Determination of Tract Participation. Unit Operator, subject 
to Section 5.2, shall determine the Tract Participation of each Tract 
within the Unit Area as enlarged and shall revise Exhibits "A," "B," and 
"C" accordingly. 

12.3 Effective Date. The effective date of any enlargement of the 
Unit Area shall be 7 A.M. on the first day of the calendar month following 
compliance with conditions for enlargement as specified by Working 
Interest Owners and filing for record of revised Exhibits "A," "B," 
and "C 1n Lea County, New Mexico. If the Unit Area 1s enlarged during 
Phase I or Phase II, the Instrument for recording revised Exhibits "A," 
MB," and "C" shall state the revised number of barrels of oil that shall 
determine the duration of the remainder of Phase I and Phase II, as 
applicable. 

ARTICLE 13 
TRANSFER OF TITLE - PARTITION 

13.1 Transfer of Title. Any conveyance of all or any part of any 
Interest owned byany party hereto with respect to any Tract shall be 
made expressly subject to this agreement. No change of title shall be 
binding upon Unit Operator or upon any party hereto other than the party 
so transferring until 7 A.M. on the first day of the calendar month next 
succeeding the date of receipt by Unit Operator of a photocopy, or a 
certified copy, of the recorded Instrument evidencing such change In 
ownership. 

13.2 Waiver of Rights to Partition. Each party hereto agrees that, 
during the existence or this agreement, It will not resort to any 
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action to partition the Unitized Fonaation or the Unit Equipment and to 
that extent waives 9w benefits of all laws authorizing such partition. 

r ARTICLE 14 
RELATIONSHIP OF PARTIES 

14.1 No Partner ship. The duties, obligations, and liabilities of 
the parties hereto 
tive. This agreement 
strued to create, ar 
duty, obligation, or 
parties hereto. Each 
Its own obligations 

ntended to be several and not joint or collee
ls not Intended to create, and shall not be con-

association or trust or to impose a partnership 
liability with regard to any one or more of the 
party hereto shall be Individually responsible for 

is herein provided. 

14.2 No Joint 
tended to provide. 
Indirectly, for any 

14.3 

Njeflnlng or Marketing. This agreement is not 1n-
shall not be construed to provide, directly or 

loint refining or marketing o* Unitized Substances. 

Owners Free of Costs. This agreement Is not intended 
not be construed to Impose, upon any Royalty Owner 

Royalty OM 
to impose, and snail 
any obligation to pap Unit Expense unless such Royalty Owner 1s other
wise so obligated. 

14.4 Informatlci to Royalty Owners. Each Royalty Owner shall be 
entitled to all Information In possession of Unit Operator to which such 
Royalty Owner 1s entitled by an existing agreement with any Working 
Interest Owner. 

! ARTICLE IS 
LAWS ANO REGULATIONS 

1S.1 Laws and Regulations. This agreement shall be subject to all 
applicable federal", state, end municipal laws, rules, regulations, and 
orders. 

3 
4 
5 
6 
7 
8 
9 

10 
11 
12 

13 
14 
15 
16 

17 
18 
19 
20 

21 
22 
23 

ARTICLE 16 
FORCE MAJEURE 

16.1 Force Majeure. All obligations Imposed by this pgrearns nt on 
each party, except forthe payment.of money, shall be suspended while 
compliance Is prevented, in whole or In part, by • labor dispute, fire, 

24 
25 
26 
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war, civil disturbance, act of God; by federal, state, or Municipal 
laws; by any rule, regulation, or order of a governmental agency; by 
Inability to secure materials; or by any other cause or causes, whether 
similar or dissimilar, beyond reasonable control of the party. No party 
shall be required against Its will to adjust or settle any labor dispute. 
Neither this agreement nor any lease or other Instrument subject hereto 
shall be terminated by reason of suspense of Unit Operations due to any 
one or more of the causes set forth in this Article. 

1 
2 
3 
4 
5 
6 
7 
8 

ARTICLE 17 
EFFECTIVE DATE 

17.1 Effective Date. This agreement shall become binding upon each 9 
party as of the date such party signs the instrument by which 1t becomes 10 
a party hereto and, unless sooner terminated as provided in Section 17.2, 11 
shall become effective no later than 7 A.M. on the first day of the 12 
second calendar month next following: 13 

(a) The qualification In accordance with Article 9 of Tracts 14 
representing not less than eighty percent (80S) of Phase I participation 15 
in the Unit Area as shown on Exhibit "C" attached hereto; without limiting 16 
the foregoing, in the event that the above 1s not accomplished by June 1, 17 
1975, the Working Interest Owners shall have the right to form a unit of 18 
lesser areal extent than that Outlined on the original Exhibit "A," pro- 19 
vided that the Tracts 1n such unit shall meet the qualification of 20 
Article 9 and provided further that approval to form such partial unit 21 
1s given by the Working Interest Owners In the Tracts proposed for in- 22 
elusion 1n such partial unit who are committed to this Agreement, such 23 
approval to be given by a vote of Working Interest Owners owning eighty 24 
percent (80%) or more of the Phase I voting Interest in such partial 25 
unit as shown In Exhibit "C". 26 

(b) The approval of this agreement by the Commission and 27 
Commissioner; and 28 

(c) The filing of at least one counterpart of this agreement 29 
for record in Lea County, New Mexico. 30 

17.2 Ipso Facto Termination. If the requirements of Section 17.1 31 
are not accomplished on or before June 1, 1975, this agreement shall 32 
ipso facto terminate on that date (hereinafter called "termination 33 
date") and thereafter be of no further effect, unless prior thereto 34 
Working Interest Owners of at least sixty-five percent (65S) of Phase I 35 
Unit Participation have became parties to this agreement and Working 36 

J 
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Interest Owners owning sixty-five (655) or more of that percent have i 
decided to extend the termination date for a period not to exceed one 2 
year. If the termination date 1s so extended and the requirements of 3 
Section 17.1 are not accomplished on or before the extended termination 4 
date, this agreement shall Ipso facto terminate on the extended ter- 5 
miration date and thereafter be of no further effect. For the purpose 6 
of this section, Unit Participation shall be calculated on the basis of 7 
Phase I Tract Participations shown on the original Exhibit "C\ B 

17.3 Certificate of Effectiveness. Unit Operator shall file for 9 
record 1n Lea County, New Mexico, a certificate stating the Effective 10 
Date. 

ARTICLE 18 
TERM 

18.1 Term. The term of this agreement shall be for the time that 12 
Unitized Substances are produced in paying quantities or other Unit 13 
Operations are conducted without a cessation of more than ninety (90) 14 
consecutive days, unless sooner terminated by Working Interest Owners In 15 
the manner herein provided. 1 6 

18.2 Termination by Working Interest Owners. Jhis agreement may be 17 
terminated by approval of the Commissioner and by Working Interest in 
Owners owning s1xty-f1ve (65X) or more of the Unit Participation then in 19 
effect whenever such Working Interest Owners determine that Unit Operations 20 
are no longer profitable or feasible. 21 

18.3 Effect of Termination. Upon termination of this agreement, 22 
the further development and operation of the Unitized Formation as a 23 
unit shall be abandoned; and Unit Operations shall cease. Each oil and 24 
gas lease and other agreement covering lands within the Unit Area shall 25 
remain In force for sixty (60) days after the date on which this agreement 26 
terminates and for such other period as is provided by the lease or 27 
ether agreement. 28 

18.4 Salvaging Equipment upon Termination. If not otherwise 29 
eranted by the leases or other Instruments affecting each Tract, Royalty 30 
Owners hereby grant Working Interest Owners a period of six (6) months 31 
after the date of termination of this agreement within which to salvage 3? 
and remove Unit Equipment. 33 

18.5 Certificate of Termination. Upon termination of this agreement. 34 
Unit Operator shall file for record In Lea County, New Mexico, a certificate 35 
declaring that this agreement has terminated and its termination date. 36 
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ARTICLE 19 
EXECUTION 

19.1 Original. Counterpart, or Other Instrument. An owner of 011 1 
end Gas Rights may become a party to this agreement by signing the orig- 2 
Inal of this Instrument, a counterpart thereof, or other Instrument 3 
agreeing to become a party hereto. The signing of any such Instrument 4 
shall have the same effect as 1f all parties had signed the same Instrument. 5 

19.2 Joinder 1n Dual Capacity. Execution as herein provided by any 6 
party as either a Working Interest Owner or a Royalty Owner shall commit 7 
all Interests owned or controlled by such party. 8 

ARTICLE 20 
GENERAL 

20.1 Amendments Affecting Working Interest Owners. Amendments 9 
hereto relating wholly to Working Interest Owners may be made 1f signed 10 
by all Working Interest Owners. 11 

20.2 Action by Working Interest Owners. Except as otherwise pro- 12 
vided 1n this agreement, any action or approval required by Working 13 
Interest Owners hereunder shall be In accordance with the provisions of 14 
the Unit Operating Agreement. 15 

20.3 Lien and Security. Interest. Unit Operator and Working Interest 15 
Owners shall have a Hen upon and a security interest 1n the Interests 17 
of each other 1n the Unit Area as provided 1n the Unit Operating Agreement. 18 

20.4 Non-discrimination. In connection with the performance of 19 
work under this agreement, Unit Operator agrees to comply with all the 20 
provisions of Subsections (1) through (7) of Section 202, Executive 21 
Order 11246 of September 24, 1965, as amended by Executive Order 11375 22 
of October 13, 1967, and as subsequently amended, which are hereby 23 
incorporated by reference in this agreement. 24 

ARTICLE 21 
SUCCESSORS ANO ASSIGNS 

21.1 Successors and Assigns. This agreement shall extend to, be 25 
binding upon, and Inure to the benefit of the parties hereto and their 26 
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respective heirs, devisees; legal representatives, successors, and 
assigns, and shall constitute a covenant running with the lands, leases, 
and Interests covered hereby. 

IN WITNESS WHEREOF the parties hereto have executed this agreement 
on the dates opposite their respective signatures. 

THE STATE OF TEXAS I 

COUNTY OF HARRIS | 

BEFORE HE, the undersigned authority, on this day personally 
appeared JOHN W. PHENICIE , known to me to be the person 
who executed the foregoing Instrument as Attorney-in-Fact for AMOCO 
PRODUCTION COMPANY, and acknowledged to me that he executed the same for 
the purposes and consideration therein expressed, as the act and deed of 
said corporation, and In the capacity therein stated. 

GIVEN UNDER MY HAND AND SEAL OF OFFICE this 

Date: JUN 2 1 1974 

unty, Texas 
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EXHIBIT "C" 

TO 
UNIT AGREEMENT 

SOUTH HOBBS (GRAYBURG-SAN ANDRES) UNIT 
• LEA COUNTY. NEW MEXICO 

Tract 
No. Description 

Tract Participation - 1 

Phase I Phase II Phase III 

TOWNSHIP 

1 Section 33: 

TOWNSHIP 

SE/4 SE/4 

19 SOUTH. RANGE 38 EAST 

2.15837 1.60863 2.09710 
• 

2 Section 4: 

Section 5: 
Section 9: 
Section 10: 

Section IE: 

NW/4, E/2 SW/4. 
SE/4 
SW/4 
E/2 NW/4. NE/4 
W/2 NW/4, S/2 
SW/4 
N/2 NW/4, SW/4 
NW/4 

26.12872 25.11866 30.56335 

3 Section 8: N/2 SE/4 .00000 .V0325 .00650 

4 Section 6: NW/4 1.40521 1.57193 .68854 

5 
Section 6: N/2 NE/4. 

SE/4 NE/4 
3.75878 3.12589 1.16496 

6 Section 6: SW/4 NE/4 .41381 .47722 .32394 

7 Section 8: N/2 NW/4 .43397 .67067 .25226 

8 Section S: W/2 SE/4 1.46091 1.68780 1.57486 

9 Section 8: W/2 NE/4 .72690 .89555 .28652 

10 Section 16: NE/4 NE/4 .08284 .25690 .04660 

TOWNSHIP 18 SOUTH. RANGE 38 EAST 

11 Se:t1on 34: NW/4 NW/4 2.66758 1.89310 2.13625 

12 Section 34: SW/4 NW/4 £.07967 1.65055 2.52500 

13 Section 34: NE/4 NW/4 2.41042 1.75577 1.26814 

C-l 



Tract 
No. 

14 

Oe* rlptlon 

TOWNSHIP 18 SO TH. RANGE 38 EAST 

Section 34 

ML* 322 MCE 403 

Tract Participation - I 

SE/4 NW/4 

Phase I 

1.32946 

Phase II 

1.24827 

Phase III 

1.82891 

IS Section 34 SW/4 7.35405 6.04818 7.88115 

TOWNSHIP 19 SOI IK. RANGE 38 EAST 

16 . Section 5 NW/4 7.29832 5.76380 5.47440 

17 Section 5 NE/4 4.76117 4.̂ 9863 5.37857 

18 Section 4 NE/4 5.96554 5.43484 8.30632 

19 Section 3 NW/4 4.31108 4.17761 4.55077 

20 Section 3 NE/4 1.29555 2.22167 1.18436 

21 Section 3 S/2 6.99465 6.80727 6.47467 

22 Section 5 E/2 SC/4 4.50908 4.09088 3.24119 
Section 4 W/2 SW/4 

4.09088 3.24119 

23 Section 6 E/2 SE/4 .94765 1.04832 .33810 

24 Section 6 W/2 SE/4 .71729 .79481 .29124 

25 Section 8 NE/4 NE/4 .17176 .35734 .28631 

26 Section 8 SE/4 NE/4 .27769 .37911 .20638 

27 Section 9 NW/4 NW/4 .28327 .57000 .51738 

28 Section 9 SW/4 NW/4 .14554 .30451 .23639 

29 Section 10 E/2 NW/4 .91599 1.38285 2.58811 

30 Section 10 N/2 NE/4 1.25956 1.27253 .75697 

31 Section 10 S/2 NE/4 2.50174 1.92804 1.07076 

32 Section 10 N/2 SE/4 .77928 1.14829 1.05516 

33 Section 10 N/2 SW/4 .94037 1.34872 1.39262 

C-2 
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Tract 
No. Description 

34 Section 10 S/2 SE/4 

35 Section 9 N/2 SE/4 

36 Section 9 N/2 SW/4 

37 Section 9 S/2 SE/4 

3fl Section 15 NW/4 NE/4 

39 Section 15 NE/4 NE/4 

40 Section 15 S/2 NE/4 

41 Section 15 SE/4 NW/4 

42 Section 15 NE/4 SW/4 

43 Section 15 NW/4 SW/4 

44 Section 15 S/2 SW/4 

45 Section 15 NW/4 SE/4 

46 Section 15 NE/4 SE/4 

47 Section 15 SE/4 SE/4 

48 Section 15 SW/4 SE/4 

49 Section 11 SE/4 SW/4 

50 Section 14 W/2 NW/4 

* 

Tract Participation - 1 

Phase I Phase II Phase III 

1.13253 1.46476 .86368 

.48790' 1.00567 .69290 

.24400 .53460 .19921 

.3356. .68777 ,25844 

.00000 .50165 .30377 

.27258 .37900 .24859 

.00000 .57569 .27038 

.22209 .49063 .27071 

.17083 .32575 .33192 

.00000 .20825 .05478 

.16749 .51016 .18048 

.43170 .56744 .25109 

.04882 .24463 .02666 

.00000 .11627 .00379 

.00000 .21080 .02053 

.00000 .06759 .01977 

.00000 .16775 .00952 

100.00000* 100.000001 100.000001 

C-3 
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EXHIBIT "D-

ATTACHED |0 AND MADE A PART OF THE UNIT AGREEMENT 
SOUTI, HOBBS (GRAYBURG-SAN ANDRES) UNIT 

LEA COUNTY. NEW MEXICO 

INDEMNITY AGREEMENT 

WHEREAS, Sectl 
South Hobbs (Graybui 
May 1, 1974, prov 1 del 
therein stated a Tra 
Area nay be Included! 
Tract as specified 1 
the Unit Area and exi 
and deliver, an Indi 

WHEREAS, Tract 
Tract; and 

9.1.3 of an agreement entitled "Unit Agreement, 
|-San Andres) Unit, Lea County, New Mexico," dated 
that under certain circumstances and conditions 

It that fails to qualify for Inclusion in the Unit 
|lf the requisite Working Interest Owners In the 
said Section request the inclusion of the Tract in 

|cute and deliver, or obligate themselves to execute 
iIty agreement; and 

, described in the Unit Agreement is such a 

WHEREAS, the undersigned are owners of Working Interest 1n such 
Tract and have becomi parties to the Unit Agreement and the Unit Operating 
Agreement and desire It he inclusion of the Tract in the Unit Area; 

NOW THEREFORE, 
meeting the other re< 
Agreement anil its 1i 
request the Incl us 1< 
together with other 
and deliver, or who 
indemnity agreements, 
Interest Owners In t> 
by said Section to 
arising hereunder si 
Interest Owners in tl 
agreements in the pi 
Tract bears to the 
Working Interest in 

consideration of and conditioned upon said Tract 
jlrements of the aforesaid Section of the Unit 
lusion in the Unit Area the undersigned hereby 
of the above Tract in the Unit Area and agree, 
iters of Working Interest 1n the Tract who execute 
aligate themselves to execute and deliver, like 
to indemnify and hold harmless all other Working 
Unit Area against all claims and demands required 
the subject of such indemnity. Any liability 
|1 be bome by the undersigned and other Working 
Tract who are committed to like Indemnity 
artion that the Working Interest of each 1n the 
il Working Interest therein of all the owners of 
Tract committed to such Indemnity agreement. 

This Indemnity slall become void with respect ty, all claims, and 
demands based upon occurrences subsequent to the time whfn the conditions 
are met that would hale Initially qualified such Tract for Inclusion In 
the Unit Area wlthout|this indemnity. 

This agreement slall be binding upon and Inure to the benefit of 
the heirs, devisees, legal representatives, successors, and assigns of 
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the respective parties Initially bound or benefited by the provisions 
hereof. 

IN WITNESS WHEREOF, each of the undersigned has executed this 
Instrument on the data opposite Its signature. 





•Section 

1.1 

.2.1 
'2.1 : i 
2.1.2 
2.1.3 

-£.1.4 

-Z3 

.3.1 

3.2." 

1312:3 
^ . 2.4 
3-2.5 
3.-2.6 

3*2.8 
3 3 .9 
3.2.10 
3-1.11 
as .32 
3 .5 M3 
3:2 .14 

-4.1 

iOIJTri HOBBS (GRAYBUKC -SAH jAHDHES) JN.l 

LEA rwiY. rpyitfTlcr 

i: 

TABLE CONTIIHTS 

Confirmation of Krrrt .'Atn,?£,3neitt 

ARTICLE -2 

5^ ^ J*£T 

E x h i b i t s . . . , . „ * 

Exhibit ME" 
Exhibit "F" 

^$Ektifbi£ 
«'^e^krlon^of fxhibats , , ... , v 

£»er-A14 Supt-rrvtsion., , ^ , 
- Specific Authority and Duties' ' 
Method -of 4)pe!ration 

Appearance Before a *Court 4>r fteg diatom iSgfimar; „ 

anverrtofies , < ! ' ^ ' ^ f & ^ r 3̂ 

/Assignments to 2teewi£tfies»t f , & 

fHAXNER ,0F £X13lCOTi£ Safel^SEW 

designation j j f 'RepT ŝentelrWer. 



4J 

8.1 

Vomg .Procedure . 
Vet nq Interest \ 
Vet; ^ R e q u i r e d ~ ' ^ 
\zf- t • •••ti • : - iamati-er :in 

Viorkinc interest -iwiiens 
Pol:: votes 

• ARTiCLE 
INDIVIDUAL PIGH-S )i: WRKIWi3;iir EFEIH" WHEKS -

Res; rvatlcri of f- s 
Specific Riohts 
Ace:ss to Unit »r 
Reports 

•MTICLE ô - ' 
vUNIT XJRERATDR . 

Uni" Operetcr 
Resignation or N 

.Successor •. 
va! ana Sen.? t. on 'of .a 

•: ̂ cius'3-ve '"Right-tc- ;<)perate;^$fr4/ 
:.WorkmanHke Xomuzt , , / . 
Liens and Encumbrance^"'- " : ' r --'̂  
iEmp]o,yees -- • -
Records"' ' ' 
Reports xt tana f.c Interest i£hwitir:, ; 

Engineering v̂and SeoIoc|1cal IrifornvitTon" : 

Expenditures ' v:--- \4->^ ' •' : ; ' * ; ? • 
•Wells "Drilled-by In i t "Operator ' ^ A ^ ; ~r ' 
13order Agreement;; ; - rl ', - 4 

T A X F : S 

,,.;AduVal»rein'̂ a'xe 
"'fltneriraxes 

v^TJELE 3 : 
-3NSURA!4Gt 

Insurance 

. ILLEGIBLE! 



ADJUSTMENT Or * ^ " ~'. • 

H j Personal roper ty TaK?..- •= \-
l r i l . 1 Wel Is 
1, i ,2 Well and Leaae £ qui DOST;: 
1' 1 3 Records . 
v ' { Inventory and Evaluation ?t*'-sonal i-r<:>;rcv 
- , i Irvestment Adjustisant 
• ,'3,1 I n i t i a l Acjustircnt cf IT'esfctientr. 
- > 3]v Readjustment of Inves unar:s 
- General F - c l l i + i ' s 

•• £ Ownership of-Personal Pr>i:erty •• *- -t : 

Operating Condition c~ -*s1 

ARTICLE V, 
•UNIT EXPENSE 

• ; : . • ! B a s i s C- ^ i T u - : r ^ : - t ~ - . S : - ' 5 

i i .2 Budgets 
•11."3 ' -Advance. Silling? 
i i -a Commingling of funds 
1 - i" c : -iLienviUKl .Security ^Interrst of unit -upif a:or 

.and ihe Working intercs f-Owners 
e Unpaid l i n i t €xpense 

- 1.7 ;Uncowri££ed Royal ty 
• i ,8 Rentals 

ART! CLE 12 
.HON-UKITIZED {•ORHATIOHi 

; 2 " l ^Right^to Operate 

ARTICLE -3 
' IT ..E5 

- i Warranty arid i?«demrnty 
1-aHure'^ecause cf Unit -Ooerations 

=ART1(1£ :14 -. 
LIABILITY, CLAIMS, AW) S11I1S 

14.1 .Individual L iab i l i t y 
14.2 Settlement: 

ARTICLE IS 
•LAVISfAMCrREGULATiON-

15.1 internal Revenue?rovl ior ; 



Section 

1-5.1 

-17.1 

-18.1 
,18.2 

19.1 
19.2 

20.1 
20.1.1 
.20.1.2 
20.'1.3 
£0.7.4 
"20.1.5 

21.1 

v.22.1 

ARTICLE 16 . . . 
NOTICES . ., 

Notices 

ARTICLE 17 

WITHDRAWAL OF WORKING, INTEREST. OWNER 

Withdrawal , * 
ARTICLE 18 
ABANDONMENT OF WELLS 

Rights of Former -Owners 
Plugging 

ARTICLE D ~^^»*v«* *- * r J#r% 
trj-tta Mf£4bATE'44ND >̂  w 

Effective Oate -
Term 

Page 
No. 

14 

14 

14 
15 

.15 

„ C ^ ^ f f f ^ N T O F OPERATIONS ^ , , 4 . 

, Termination -

,; |Risbt to.^perate * " \ tPf%Jp^%>#uJP$| 
Sal v a g i n a l i s " • v # * ^, J l S * 

.. . Cost of Âbandonment 
Distribution of Assets 

J4IRT1CI£ 51 . . 
SCEOfnON 

Original, Counterpart, or Other Instrument 

ARTICLE 22 
SUCCESSORS AND ASSIGNS 

Successors and .Assigns 

'̂ EXHIBIT **E" . -

•EXHIBIT MF" 

EXHIBIT "G" -

v » 

l 1 6 " 

16 

•36*0 



UNIT OPERATING AGREEMENT 
SOUTH HOBBS {GRAYBURG-SAN ANDRES) UNIT 

LEA COUNTY, NEW MEXICO 

THIS AGREEMENT, entered into as of the 1st day of May, 1974, 
by the parties who have signed the original of this instrument, a counter
part thereof, or other instrument agreeing to become a party hereto, 

• 7 WITNESSETH • _ .. . 

WHEREAS, the parties hereto as Working Interest Owners have 
execute*! as of the date hereof an agreement entitled "UnitAgreement, i 
South Hobbs (Grayburg-San Andres) Unit, Lea County, New Mexico,^.*erein 
referred to as "Unit Agreement," which, among other things, provides' 
•for a -separate .agreement to be entered into -by-Working lntet#st<^ers^: 

.to provide for Unit Operations as therein defined, '-'"".C\Zl--

NOW THEREFORE, in consideration of the mutual agreements herein 
•'set'-̂ Forth-, it^slagreea >as~ follows; " f̂ '** 

1 
2 
3 

5 
6 
7 
8 
9 

10 

11 
12 

.ARTICLE 1 . 
CONFIRMATION OF UNIT AGREEMENT 

1.1 Conf i rmation •of 4lriit- Aqreement. The iinH ^efeaent ̂ s 4 
hereby confirmed and by "reference made a part of this agreement, 4The f 

definitions in the Unit Agreement are adopted for aTl -̂ purposes yxf&bp; 
agreement. If there is-any conflict between the Unit *greeaentjana-\i 
this agreement, the Unit Agreement shall govern. *" * 

13 
14 
15 
16 
17 

ARTICLE 2 

2.1 Exhibits. The following exhibitsare incorporate|^eraiii 
by *ref erence: • 4 / ' r: " : . - ;'v*^;; 

2.1.1 : Exhibits "A," "B,* "C," and MD" of the Unit 
Agreement. :. . ' 

2.1.2 Exhibit %" attached hereto.̂  is acschedule 
showing the Working 3nterest^f^ch^orkliig ^ 
Tract, the portion gof 'leachi ^working3n1*ra^©wner%^it^aB$l^pa%«ii * 

-attributable to ieacnlstir^^^ ^ttieiUnit^ri:1c|^fclon^sseacn 
Working Interest Owner. Exhibit "E," or a revision thereof, shall not 
be conclusive as to the information therein, except ita»ayitews*dias 
•showing the Unit ̂ Participations of atorJcitig Inter^tiOwiieT^S^ 
of this agreement until shown to be in -error and revised Jas herein 
authorized. 

m 
19 
•20 
21 

,22 
23 
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2.1.3 Exhibit "F,"" attached hereto,"is the-Account-
mg Procedure applicable to Unit Operations. If there is any.conflict 
between this agreement and Exhibit "F^" this ̂ agreement-shaT3 -govern. 

2.1.4 Exhibit^"G," attached hereto,r^ntains insur
ance provisions applicable tFlJnTt^perations. ; . 

2.2 Revision *of Exhibits^ Whenever Exhibits iSA^^B," and 
'IC" are revised, Exhibit *'EH shall 3>e revised accord irigl̂ Sthdlbe ref fee- . 
tive as of the same tiate. Unit Operator„sha11,also Tesrise^ctiibit M'E" 
from time to time as required to conform to ĉhanges iti ̂ ownership f̂ which 
Unit Operator*haŝ been Tiotif iedVs provided ^riHhe 1Jnit Agreement. 

2.3 Reference to Exhibits.; ?When Preference isSrode îeî ein to 
an exhibit, I t is to the exhibit as origiiiaT%^tached<»n^r' ,l ,»yjsed,• 
to the last revision. * ' '"^ *" 



3 2 5 Disposition of Unit Equipment. The selling 
or otherwise disposing of any major item of surplus.Unit Equipment, £ 
if the current price of new equipment similar thereto is Five Thousand 3 
Dollars ($5,000) or more. ^ . . ... 

3 2 6 Appearance Before a Court or Regulatory Agency. 5 
The designation .of a representative to appear before.any court or regu- o 
tory agency in matters pertaining to Unit Operations;'however,:5uch 7 

JSlJnatlon shall not prevent any Working Interest Owner from*PP«r1ng § 
in person or from designating another representative 1n Us own^ehalf. 

10 
11 

3 2 7 Audits. The auditing of the accounts of.Unit 
Operator pertaining to Unit Operations hereunder; however, the audits >g 

shall: .- ; ' V , , . 
(a) Not be conducted more than once each :., »j 

year except upon tne resignation or removal of Unit Operator; and 

(b) Be made upon the approval of ttê >wner ,... J | 
or owners of a majority of Working Interest ̂ ther than ̂ h a t ^ ^ i ^ v i - - ^ 
Operator at the expense of all Working Interest Owners other^han Unit " 
Operator; or . _ 

(c) Be made at the expense of thoseiWorJtfns;» """Jo 
interest Owners -requesting such audit l ^ t S S ^ i S M ^ ^ ^ -
of Working Interest, other than that of ttait *Oper*tor<**w^^ .v.fA^g? 

(d) Be made u p m m t * e s s & h a n J ^ ^ ^ i ^ x ^ f ^ 
days' written notice to Unit Operator. " ^ . ^ o , 

3.2.8 Inventories. The taking of periodic iiweirtdriies " | | J 

under the terras.of Exhibit "F.b' . .., 

3-2.9, TPchnical Services. ^ S ^ ^ J L * ? . . .28 
charges to the joint account for ^ ^ E r w s ' 2 9 

Operator's technical personnel not covered by the overhead charges . 3 Q 

provided by Exhibit "F." . „ 
• - •" .• -5-1 

3 2.10 Assignments to Committees. The appointment 
of comnittees to'study any problems "in connection with Unit Operations. 

3.2;n -Removal Of Hlnit Operator. The reaoval^rfflftrfrt 
Operator and the selection -of a successor. , '. -^ v ^ \ ' ^ r ^ ^ L ^ \ ^ 4 

3.2.12 Enlarciement of the Unit Area. 3 5 

3.2.13 Adiusianent of Investments. The adjustments ; v-g7 

and readjustments of investments. . . . 

3?.14 Termination. The termination of .the.Wtt * - . . 3 g 

Agreement. , s ..' ,. . ,., • • • 



ARTICLE 4 ' 
MANNER OF EXERCISING SUPERVISION 

4 1 Designation of Representatives. Each -Working ^Interest 
Owner shal 1 inform Unit Operator in writing of/the names zmd .addresses 
of the representatives arid alternates--whô lare authoreaea^snepresent 
and bind such Working Interest Owner with respect to Unit Operations. 
The representative-or-alternate may be .changed from tjmê tojtsme by 
written notice to Unit Operator. - . —Tt"- ' 2*' K 

4.2 Meetings, All meetings of Working Interest^ers shall 
be called by Unit Operator upon its owniwftion-or-at^Sie*eflt»st of two 
or more Working Interest Owners having a total Unit Participation of 
rot less than five percent {5%). No meting ^iall^.caT|etian Jess 
than fourteen (14) days' advance written'notice « ^ ^ £ M o r thejneet-
ing attached. Working Interest Owners <who attend the^ieetjng^ay amend 
items included in the agenda^nd may «ct<apon an ff?jdedJ|OT^r items 

n n T h e ^ 

•>' ̂ ^ V o t # # r o c e a u r e . ' ^ r ^ g ^ r ^ ^ - i ^ ^ l ^ ^ 
1 matters coming before them as follows: r ^ „ 

shall have a. 
m effect at 

presented ̂ IJjfcej^ 
t hairman^T^acnii*E 

or in the iintt 

4.3.3 Vote at 'Heetlng^y ttonatfr 
Owners. ^nyjWackiiig IntenestjOvmer **tp 

?maŷ v0teiion! 

. Ii'q'̂ nterest 
;sat:» meeting 

sentative ,of iUnit Operator^if f ^ - 0 ^ C B \ ^ ^ m ^ ^ f ; 

the meeting. V V ? ) , „ « * ? v - ^ f ^ v , 
4.3.4 Poll Votes-. ^ or* ing Interest^^^nay vote on 

and decide by letter or telegram any matter submitted StHt^ing to Work
ing Interest Owners. I f a meeting is not ^uesteda^rovid^d in Sec
tion 4.2 within seven (7') days a^J* 
Interest Owners* .the vote taken .by ̂ erwr ^ ^ S g M ^ ^ f X n 

1,1 A M m n ^ f w n t i n e tTnFsfKbP *!*»5lTl! tS JCrr3SilEn3VO.l. i r tS rI»U 

a l l 



ARTICLE 5 ' 
INDIVIDUAL RIGHTS OF WORKING INTEREST̂ OWNERS .< i;. 

5.1 Reservation of Rights. Working Interest Owners -severally 
reserve to themselves all their rights, except *as >otherwise^rovided iin this 
agreement and the Unit Agreement. 

5.2 Spedfic Rights; Each Marking Interest Owner shal1 have, 
among others, the following specific rights: 

5.2.1 Access to Unit Area. Access to the4Jnit#rea , 
az. all reasonable times to inspect Unit Operations, all wells, and the 
records and data pertaining thereto. ' * 

5.2.2 Reports.' The right to receive"fromDnitOperator, 
upon written request, copies of all reports to any governmental -agency., 
reports of crude --runs and ̂ stocks, 1 nventory reports, and aTJ tother 1 n-
formation T^r*a%^%o^n1lt#p^iJatfons: \?Thê cost «f^athe^?|Bi«fntl 3jur-
nishing information mot ordinarily furnished by Unit Pperatorjio a l l 
Working Inter^^)w»fers anaTl tbe charged to thefltorifl ng 2nte>^^mer I 
that requests the information. v 
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ARTICLE 6 
UNIT OPERATOR 

Tr 

— & 
6.1 Unit Operator. Amoco Production 'Company is --hereby "desig- 16 

natedas the initial 4*n1t<$perator,. ' '« \ < r , , -1-37; 

6.2 Res'i gnation or'ltaroval'and SelectlorT*oT *ali^OBgaoT^yHe' V ' ^ B V 
resignation or p̂enovaHof Unit -Operator and the selection af-a^aocessor - 19 
shall be governed *by the provisions^ the TJnit̂ Agr̂ ement.̂  5 ' ^ ^ ^ ' • -20 

1 

MTICLE*7 ^ ' ^ ' ^ * " ^ ^ m 

iS¥JTHQRITY AND rDUTIES JOT ^NlT OPERATOR 0 

7.1 , Exclusive.Right to Operate .Unit. Subject to theiprovjsions 
of this agreement and the instructions from Working. InterestSDwnerŝ MJnit 
Operator .shall have the exclusive right and be obligated to conduct ^Jnit 
Operations. , * ~ >\* ' * ( 

< -1 7.2;'jtortanan31ffe' IConduct. iJnit Operator ^ha!3^^iak^1t 
Operations ^^^^S^S^im^mMkeinarmer, asaroundw$»*W6uLty®&ixiri 

underUhe £ a i f e | i l M i l 8 ^ ^ 
suit -with Working interest Ôwners and keep them informed'of 'aTltoftfe 
which Unit Opergftfe^t^le^jclfee 30?>f£s i>est :3utigraent,-gconsiaers . 
important. "Unit Operator<«haTl mot 3>ê 4atae %)^kij|g.litter^3u|imers 
for damages, unless ^uch Haroages ̂ resul t if rom'^tS^rSss Tiegligenxii^r 
willful misconduct. <~ - - v^i--"- ,*«.«• i . 
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necessary ad valorem tax renditions and returns with the proper taxing 
authorities with respect to all property of each Working Interest Owner 
used or held by Unit Operator for Unit Operations. Unit Operator shall 
settle assessments arising therefrom. . All such ad valorem taxes shall 
be paid by Unit Operator and charged to the joint account; ̂ wwever, i f 
the interest of a Working Interest Owner is subject to a separately 
assessed overriding royalty interest,production payment, or other in-, 
terest in excess of a one-eighth (1/8) royalty, such Working Interest 
Owner shal1 notify Unit Operator of such interest prior to the Tend1tion 
date and shall be given credit for the reduction in taxes resulting 
therefrom. 

8.2 Other Taxes. Each Working Interest Owner shall'pay-or 
cause to be paid all production, severance, gathering, or other taxes 
imposed upon or with respect to the production or handling of itsmhnre 
of Unitized Substances. . 

.ARTICLE 9 
'INSURANCE 

9.1 Insurance. Unit Operator, with respect to Unit Operations, 
shall: - . . -^hv*&m^' 

...... ' ; • ' • • s J 

(a) Comply -with the Workmen's Compensation ̂ â wsi of thej.. 
State of New Mexico. * ' *'' " " ^^4"~> 

(b) * CarryCiqployer's Liability and other%as*|^^ne^\ 
quired by the laws of the State of New Mexico, and . -ifitfr&^fii*-

(c) Provide other insurance as set forth in.Exhibit *6i"^ 
j "ARTICLE 10 

ADJUSTMENT OF INVESTMENTS 

10.1 Personal Propertŷ Taken Over. Upon the Effect1v£!$a%e'i 
Working Interest Owners shall deliver to Unit Operator the following: 

10.1.1 Wells. All wells completed in the Unitl2ed 
Formation. 

10.1.2 Well aand .Lease -Equipment. The caslng^and Itafbing 
in each such ;wei3 -̂̂ thê ie.IIhead connections thereon^and «tl>**her3tease 
and opera ti ng :,^^ipmeni^^^4iia^ed fin the operation mf iucniyills^fhlch 
Working Interest Owners determine are necessary or desirable for conduct
ing Unit Operations. 

10.1.3 Records. A copy of all production and well ^ 
records for such wells. 



on 

1 0 .2 invenjorvlandj^^ 
Interest,0wners-sh?n. at Unit^pense.Jnventory;and ^ a l " ^ ^ p ° e t e r 

AS follows: 

Exhibit "E » If S e S again t"ny fiSSlng Interest Dwner 1s greater 
J n » i h . ^ ^or*i S interest ( ^ ^ h e ^ | - U i W , , 
:T,et charge shall be p a i d - in a " ^ ^ S H S r w S ^ r e ^ o W n e r . 

: lands relived by I t * ^ ^ t ^ l ^ ® | ^ l » * * r . , J 

the end of Phase I , the capital 1 " * f « « ^ ™ f ^ f t S ^ , ™ ^ ' 
i l e r s hereunder shall be readju^ed o n j ^ M i L l ^ ^ ^ S ^ e s 

initially taken over by lUnit Operator on the same tests *as that *asea 
wn^such personal , « ^ J ^ } ^ taten^ver.; , t 

•»" k. J " ? ^ C»4

 r f r ! 

2 \*5 
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(b) Value all other investment items (con
trollable and non-controllable materials and construction costs) acquired 
during Phase I Unit operations, including wellxasing subsequently pur
chased and installed on the .basis of cost to the joint-account. 

(c) Add values determined under (a) and (b) 
and deduct the value of all'items of investment retired prior to the -
effective date of Phase II Unit operations on the samebasis that such 
items were originally charged. 

Each Working Interest Owner shall be charged orxredited with the net 
cash amount necessary to effect such readjustment of the "P 1** 1 .™" 
vestment account, and such charges and credits shall t>e settled in,the 
same manner as the charges and credits referred to,4n Section 10.3.1. , 
Effective as of the end of Phase I I , the capital investment account 
shall be readjusted on the basis t)f the-Working Interest Owners - *J 
Phase ill 1 Uni t ?arMc4paa$^^ 
forth in this Section I Q A Z F ' * 

It0.4 General ractffftWT 'The acqu1s1^on#^«3»oseA,' .^;, 
warehouse stocks, lease houses, camps, facility systems,'and office / 
buildings necessary for Unit Operations shall - i»e^ | r «sotaat ionby . 
the owners thereof and Unit ̂ Operator, subject,to ^evapprovaTof/-.^t#y 
Working Interest Owners. " ' 

10.5 Ownership <of Personal Property arfTadTK£f es.^^cft . * 
Working Interest Owner, rindivirtually, shal3 ;by **r|^e-n^reof,^^n : ; 
undivided interest equal to-'its Unit Participation >3n^J**?*™ 
property and facilities'taken overor ôtherwise a c o ^ r e d ^ W t 
Operator pursuant to this agreement. * 

,. ' ,. "* . ~ Nfes^n^a&V1' 
10.6 Operating Condition of Wells. 'All wells deliveredto 

Unit .Operator An accordance^ith ^Section ^"4 j ^ ^ ^ P g M g B j * . . 
tc be 'in usable itttyslca'l Tonlitionlto ^produce'WrmW^mm^^^arTmr 
tion unless Oinlt Operator shall toveinade a ^epoff;#oJthe**g%^r **' 
Interest Owners within a -reasonable period offline ^not to « w f l ^ ' 
six months) setting forth those wells which are unusable together a*3th 
an estimate of costs to make such wells usable. O^^pprowl^JtorK-
ing Interest Owners, such wells shall be restored to usable f a w j ^ n 
by Unit Operator; and the former owners of such ^lls^hall . te J^abJe 
to the Working Interest Owners for 1 1quidated ^amajes fpr such,^e£tora-
tion nn an amount .measured -4>y the cost to restore«ach ̂ sticn «eil"not • 
to exceed Thirty thousand apWars «30>000) ̂ ri thjaijy ^cesstf^/jbelng 
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11.1 Basis of Charge to Working Interesi^ers. Unit; • 
Operator initially shall pay all Unit Expense. xtac%<#orkiT»ginterest 
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Owner shall reimburse Unit Operator for its share cf Unit Expense in 
proportion to the respective Unit Participations in effect at the 
time such expense was incurred. All charges, credits, and accounting 
for Unit Expense shall, be in accordance with Exhibit "F." 

11.2 Budgets. Before or as soon as practical after the Effec
tive Date, Unit Operator shall prepare a budget of estimated Unit Expense 
for the remainder of the calendar year and, on or before the_\firs't.day 
of August thereafter, shall prepare a budget for the ensuing calendar 
year. A budget shall .set forth the estimated Unit Expense by quarterly 
periods. Budgets shall be estimates only and shall be adjusted or cor
rected by Working Interest Owners and Unit Operator whenever an*adjust
ment or correction is proper. A copy of each budget and adjusted budget 
shall be furnished promptly to each Working Tnte-est Owner. 

11.3 Advance Billings. Unit Operator shai1 have the right,' 
without prejudiceA,tOj.other rights or remedies, to require Working In
terest Owners to advance their shares of estimated ^Tt^xpense^Sby,sub
mitting to'.Working Interest Owners on or before the fifteenth day of 
each month an itemized estimate thereof for the succeeding,monthith -
a request for payment in advance. Within fifteen {15) days after receipt 
of thevestimate, each Working Interest Owner shall pay to Unit-Operator 
its share of such estimate. Adjustments ̂ ta^n*esti|Bjb?d^nd actual^ 
Unit Expense shall be made by Unit Operator at the close^f^eadi calendar 
month, and the accounts of - Working .Interest .Owners sf^lKi«^usted V 
accordingly. ' \ * * - ^ y ^ ^ f m 

, 11̂ 4 vCommingling of funds.*-fonds^^^e^fea^^|^pVator-Vf 
under this "agreement need not be segregated or^injfcalhedlm^^as^^^^ 
separate fund, but may be commingled with its" o m ^ f m i l l i ? * ' ? ^ 

11.5 Lien and Security Interest of Unit "Opera W^naHfie ~ 
forking ..Interest Owners. .Each Working interest Owner grants to Unit 
Operator a l i en,upon • its *Oi 1 and *as *R*ghts *Ui «ach3^ct.^^la-geourity 
interest in its share of Unitized "Substances ftfhen'-c3trBxM,4miPta Hr̂ -
terest in all-Uriit^Equipment to secure payment -of lits slarcejofJUnit -
Expense, together with interest thereon'at the rate -of ten percent (10%) 
per annum, with the further provision that Unit Operator grants a like, 
lien to Working Interest Owners. To the'extent that '4)n1t Operator has 
a security interest under the Uniform Commercial Code of-'the^tate of 
New Mexico, Unit Operator shall be entitled to exercise the rights and 
remedies of a secured party under the Xode. The bringing «f a suit 
and the obtaining-of a judgment by Unit Operator'for'̂ ttteSecured in
debtedness sshal ,1 rnotKbe deemed an el ect1 onroffWBedles. pr-gĝ terwl se * 
affect the 1 ien rights or security "interest 4s security f̂&rT&nejpayment 
thereof. In addition, upon default by any Working Interest Owner in 
the payment of its share of Unit Expense, Unit Operator 'Shall have 
the right, without -prejudice to other fights or reaedies, to .collect 
from the purchaser the proceeds from thecale of :sucb ^orkingVtnterest 



Owner's share of Unitized Substances until the amount owed oy such ... 
Working Interest Owner, plus interest, has been paid. Each purchaser 
shall be entitled to rely upon Unit Operator's written statement con-^ 
cernlng the amount of-any default. The rights hereigranted the Unit 
Operator shall in like manner apply to the ether forking Interest Owners. 

11 6 Unpaid Unit Expense. If any Working Interest Owner >. 
fails to pay its share of Unit Expense within sixty (60) days after 
rendition of a statement therefor by Unit Operator, each Working .In
terest Owner agrees, upon.request by Unit Operator,.to pay itsjiro-^ 
cortionate part of the unpaid share of Unit Expense of the defaulting 
Working Interest Owner. Working Interest Owners that pay tne. share of 
Unit Expense of a defaulting Working Interest Owner shall te reimbursed 
by Unit Operator for the amount so paid, plus any interest collerted. -
thereon, upon receipt by Unit Operator of any past-due amount collected 
from or credited to the accountSofthe defaulting forking Interest;Owner. 
Any Workinq interest .^er^^^^^^ljg^ricing Interest Owner s 
"hare of Unit Expense ^ha^tf^b#in^n^ement^ereof, ibe-*ub-
rogated to the lien and otheririshts ^rein-s^n^ "nit Q&aam. 

11 7 Uncommitted Royalty. Should an owner of a Royalty In-
|-en»st in any Tract fail to .become a. party to the Unit Agreement and, 
as a-result thereof,the actual Royalty Interest payments withRespect 
to such Tract are more-orless>than the Royalty Interest payaents com-
puted.on the oasis^il^niMzed^bstances that are aT3oc^*o*uch 
Tract under the Unit Agreement, the difference shall *be borne*y ^ u r e 

to the ̂ nef i t -of i l o r k j ^ proportgn t o ^ ^ r e s p e c -
tive Unit Participations1^;B:he time t̂he Unitized Substam^terejro-. • 
ducedrawwever,' -the ^if^re'nce^M^rne-by or inure ^ J ^ ^ g * ; 
Working Interest Owners shall not exceed an amount computed onthe basis 
of one-eighth (1/8) of the difference between the Unitized Substances 
allocated to the Tract: and the Unitized Substances produced from the 
Tract. Such adjustments shall be made by charges and credi^ to the t 

joint account. " ' 

118 Rentals. The Working Interest Owners in each Tract shall 
pay all rentals, minimum royalty, advance rentals, or del ay/entais^ue_ 
under the 1 ease thereon and shall concurrently submit to the UnitOperatoi 
evidence of payment. 

ARTICLE 12 ' ~ -
NON-UNITIZED FORMATIONS [ 

12 l Right to ~0oerate. Any Working Interest Owner that now 
has or hereafter acquires the vrigh.t to drill for and Produce gas, 
or other minerals from a formation underlying the Unit Area other than 
the Unitized Formation shall iiave the right to do so notwithstanding 
this agreement or the Unit Agreement. In exercising the right, however, 



such .Working Interest Owner shall exercise care to prevent unreasonable 
interference with Unit Operations. No Working Interest Owner shall pro
duce Unitized Substances through any well drilled or operated by i t . I f 
any Working Interest Owner dr i l l s any well into or through the Unitized 
Formation, the Unitized Formation shall be protected in â manner satis
factory to Working Interest Owners so that the production of Unitized 
Substances wil l not be affected adversely. 
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. ARTICLE 13 
' ; TITLES • 

13.1 Warranty and Indemnity. "Each Working;Interest Owner 
represents and warrants that i t is the owner of the respective Working 
Interests set forth opposite i t s name in Exhibit "E" and agrees to in
demnify and hold harmless the:other Working Interest Owners from any 
loss ;due to, ;#aJlu£e* in whole^or.in part, of i ts t i t l e to'ahy such in
terest; €xc¥p£^fa^^ 
-howeyer̂ such. 
be limited "to:an ^ 
from the sale or receipt of Uni t i zed Substances a t t r l bufea ;'the in
terest as to which t i t l e failed. Each failure of t i t l e Will be deemed 
to be^effective, -insofar as tbis^gigeetDent is concerned, ̂ as-of 7 A.M. 
on the f i r s t day of the calendar month^n which-soc%^aiT6re~1svfinal!y 
determinedi'landf there shall obe no retroactive adjustment *of Unit "Expense 
or retroactive al location *of Unitized ̂ Sinbstances^r^tne ̂ feOceeds ̂ therefrom 
as a result of t i t l e failure, „ '• 

13*2 Failure Because of Unit Operations, f The'failure of t i t l e 
to any Working Interest in any Tract because of Unit ̂ Operations, includ
ing *non-product ion from such Tract, .shall not change the Unit Participa
tion of the Working Interest Owner whose t i t l e fa i led *fn relation to the 

ilnijt Participations of the other Working Interest Owners at the time of 
t h e ^ i t l e G l a r e s . <: >; -- - .» 
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•• " ARTICLE 14 
LIABILITY, CLAIMS, AND SUITS 

14.1 Individual Liabil i ty. The duties, obligations, and l i a b i l i 
ties of Working Interest Owners shall be several and not joint or collec
t ive; and nothing herein shalliever .be construed as creating a partnership 
of lany land, jo in t venture, association, or trustsemonglWorJcing Interest ' 
.Owners. , - ' > / * w I ^ 

*>: -
14.2 Settlements. Unit Operator may settle any'single damage • 

claim or suit involving Unit̂ Operations i f the-expenditure does not exceed 
Fi ve Thousand "Do! lars 4$5̂ 0O0.O0) and if the payment :1s ̂ in compl ete sett! e-
ment of such claim or suit. If the amount required fortsettlement exceeds 



the above amount, Working Interest Owners shall assume and take over the 
f rth^handling of the claim or suit, linlesŝ  
t Unit Ooerator All costs and expensedMndling, seU^ 
w se h^ginS'such^alm or sulJIbaMlb^^ : 
acclaim m a ^ 
t-r-st Owner is sued on account of any matter arising from Unit.Operations 
over 4 7h such Working Interest Owner individually has no control̂ ecause 
of the r ghts given Working Interest Owners *nd Unit Operator**f\s 
agrSent and the Unit Agreement, the Wooing Interest ^ ; ! ^ * f -
diately notify Unit Operator; and tne claimor suit^hall be^reatea^s 
any other claim or suit Involving Unit Operations. ^ - * 

ARTICLE 15 
LAWS AND REGULATIONS * * "** 

.visions herein^hat^ha^ghts and j iabi 1 it 1 es Pf ^ j ^ ^ H 
are iseveral and^dt^nt ^colle^lve W ; ^ ^ f j 5 j e J I ^ » L 
lions hereunder shall not constitute a partnership, if for f ^ ^ W ^ 
lax purposes this agreement and the operations ^ r e u n d e r ^ ^ a ^ as 

4^artnersh1Pa-then^ach *>f̂ the par t i e s^to^ec* 
^application oT*ll the provisions of 
title A, of the ^ e n i a K i ^ 
bv Section 761 -of the Code and the regu^al^ims^^swea^ni^™^.^ » 
Unit Operator is h e r e b y ^ a u t h o r i z e d ^ ^ ^ ^ ^ ^ ^ ^ W ^ ^ 
each of the parties *ei^^ucn*viden«^^^^^ 
quired by the Secretary of the Treasury . o f ^ ^ ^ M S i E ^ 
Internal Revenue Service, Including, specifically lart ^ o t : ^ « ^ E S " 
station., all of the returns, statements,¥and,the,4ata ^ M ^ ^ S S i t v 
Spoulat ions 1 761-2. Should there be any requirement thatf^^>arty 
K o ^ f S ^ election, each party ^toagrees^xecute 
^ucn^ocuraents^'^ft^ ^ u c ^ S D t n e r ^ t e n ^ | K f ^ ^ g ^ ^ ^ | ^ ^ ^ -
SFederal Internal-UtevenueJServicê r̂ as j p ^ e s ^ r y ^ ^ ^ B ^ n s 
election. tEach^artyhereto further ^gr^.^^f^ve any^^^^ ^ 
take any other action Inconsistent ^ t h " ^ ^ ! c ^ ^ J e f ^ S S * 
,any present or future income tax Jaws *f .the, state or 
the Unit Area is located or any future income tax law of ^«?»«tite* 
contain provisions similar to those in Subchapter K. ^apter ^a^mie A 
of the Internal *evenue>€ode of 1954. ^r^d^^e^m^m^O ' 



. ARTICLE 16 
NOTICES 

16 1 Notices. All notices required hereunder shall.be in writing 
and shall be deeiiTtb" have been .properly served whenjent brmall or tele
gram to the address of the representative of each Working.Interest Owner : 

as furnished to Unit Operator in accordance with Article 4. 

ARTICLE 17 
, . r WITHDRAWAI. OF WORKING INTEREST OWNER 

17 1 Withdrawal. A Working Interest Owner may .withdraw from 
this agreement provided the Royalty Interests against ̂  . 
Rightsdo not exceed twenty-five percen^ 25%) by ̂ m M n f ^ •" 
warranty of t i t l e , either express or implied, to the other forking in 
Z e s t Owners all its Oil ana £as lights., . e x c l u s ^ | ^ ^ - s t s > 
together ̂  i t s : ^ 
in Unit -Operations.: The instrument ?of 'transfer ̂ y ^ W e l ^ ^ J t o f f l n i t %,, 
Operator fo^ the transferees,; Such ..transfer f ^ ! I ̂ . ^ y e th {̂Work- , 
ing Interest Owner from any obligation o r ^ l 1 ^ ^ ^ ^ t f ^ ^ f f*°ns 

the date of delivery of the instrument of transfer. The interest trans 
ffrrefshall owned by the transferees in proportion to their respec
tive Unit^articipations then in effect.. Upon d e l ^ e r y ^ ^ ^ ^ ; -
ment of transfer, the acquiring parties in proportionate theRespective 
i i ^ ^ ^ m ^ M ^ *> the ^ t h d r a w i n g ^ r t y ^ n ^ ^ l 
to such withdrawing party's interest in the fair ? y * * $ J * f ^ ' 
j oi ntly owned Jsal^ageabl e equipment, ; i > ^ ! ^ ^ ^ ^ ^ ^ e ^ ^ 
share of the e^mated-cost of plugging .-Jand a o ^ c m l n g ^ i J ^ I W ^ - ; . 
being used^bf^t^for Unit Operations hereunder. ^ e t e r ^ n e * % ^ n g 
Interest Owners. In the event such withdrawing P ^ g ^ f ^ t in the 
aforesaid fair salvage value after deducting the^tTn^tea|C0Sttof -sa\- < 
vaglrig same is less than the withdrawing party's share of the estimated 
cost of plugging.and abandoning^aldwells then : b e i n j : ^ ^ r ^ d ^ f p r 

5nn opefatidns^then the mmmmmm^^^mm^^^^^ 
withdrawal, shall pay in cashtojthe 
interest a sum equal to the deficiency..- - After the .̂ ate of^T^very.oT ; 

I n f i n ^ r u m ^ 
be relieved from all further.obligations^^ 
der the Unit Agreement; and the fights'of such Working ^ t ^ f ^ e r 
hereunder and under the Unit Agreement shall cease insofar as they ex
isted by virtue of the interest transferred. r ' 

'A 

ARTICLE 16 v . 
ABANDONMENT OF itfELL'S 

18 1 Rights of Former Owners. If Working Interest Owners 
decide to permanently abandon anylweTT^ithin the Unlt^rea^rior to . 

. - 1 4 -

i 



termination of the Unit Agreement, Unit Operator.shall give written 
notice thereof to the Irforking Inte^ 
the well is located; and they shallJhave ;the option for a period of 
minety {90) days after.the, s e ^ notify Urii t 
Operator of their election' to takê bvef̂ arid xnm the well/ siillftin "ten " 
(10) days after the Working Interest Owners of the Tract have notified 
Unit Operator of their election to take-over the^well, they^hall fpay 
Unit Operator for credit to the joint account the -amount determined 
by -Working Interest Owners to be the net salvage Rvalue; of ̂ hel5casihg " 
and ecuipmentup to and including the^Ilhead.—T^ 
Owners of the Tract, by taking over the well;agree' to seal off the 
Unitized Formation and, upon abandonment, to plug the well in compli
ance vrith applicable laws and regulations. '- . " 

18.2 Plugging. If the Working Interest "Owners of a Tract do 
not elect to take over a wel 1 located within the Unit Area that 4s ;pro-
posed for âbamionmeiiit̂ iJn̂  the well in 
compliance with appllcaeie^aws^'^gnTalSons. - v ^ > ~ £ , . . 

1 
.2 
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.5 
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12 
13 
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16 
17 

ARTICLE 19 
. EFFECTIVE DATE AND TERM 

19.1 Effective Date. This agreement shall become .effective 
Kuhen theCUn1t̂ grseTOentd>ecoines effective. -, . , , * 

•...19.2 tf[vm&! This -agreement ̂ shalJ ̂ continue in effect so 3ono.. 
as the Unit Agreement *rema1hs in effect'and thereafter. ;untT3 ̂ «|)all 
Unit wells have -been plugged n̂dsabandbned or ^^^.(Cverto?Wdrk1ng , 
Interest Owners in accordance with Article 20, (bV all-Unit CqU-lpment 

and real property acquired for the.joint account^s^been disposed of 
by Unit Operator in accordance with instructions of Working interest 
.Owners, and (c) there :has been a .final -accounting 

' -ARTICLE 20 
ABANDONMENT OF OPERATIONS 

20.1 Termination, 
the following will.occur: 

Upon termination of the Unit Agreement, 

• 20.1.1 Oil and Gas flights. P̂11 -and €as^Rights„rin 
and to .each ssepanate tract shal 1 no longer t>e •affectedJ*y ihts^igree-
-ment; arui^ieias^ governed by the terms and 
prov' sions' of iSte'teases, ĉbrfcracts ,"" and -other InstnmwntsHaffectlng 
the separate Tracts. . „,» - , 

20.1.2 "^qht-te%)erater forking InterestlOwners of 
any Tract that desire to take over and continue to operate WT3s 'located 

18 
19 

20 
2 i 

'23 
.24 

' 25 
26 

27 
28 

.29 
30 
.31 
32 
33 

34 
35 
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thereon may do so by paying Unit Operator for credit to the joint account 
the net salvage value,aŝ determined by.Working Interest Owners, of the 
casing and equipment up to and -including the Wil head 1n and on the wells 
taken over and by,agreeing, upon abandonment,to plug each.well in com
pliance with applicable laws"-arid'regulations, - - ' ... 

20.1.3 Salvaging Wells. Unit Operator shall salvage as 
much of the casing and equipment, in or oh wells not taken over by Working 
Interest Owners of separate Tracts as can economically, and reasonably be 
sal yaged and :shall;̂ ause|theRwell s to bê plugged and abandoned;1n compl 1 -
ance with applicable vlaws and regulations, * i -V' 

20.1.4 f ost of Abandonment v/ r-The cost of ^abandonment of 
Unit Operations shall be Unit Expense. > , 

20.1.5 Distribution of̂ Assets.. Working Interest Owners 
shall share in the distribution of Unit Equipment, or the proceeds thereof, 
*in proportion to>the1r iJn1t^>ar£1cipations> > *% >. \ t „ 

1 
2 
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4 
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11 
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ARTICLE 21 
EXECUTION 

21.1 Original, Counterpart, or Other Instruments.̂ ftn̂ iawner cf 
a Working Interest̂ aay .becoine-a party to this agreement |ia«s1gn1ng the 
original of thls^instrument^'a^uni^art^^reolU or^^^^Bl^UBettt, 
agreeing to become ̂ a^arty 4»ej*eto. The signing -of any f sucbjnstrument 
shal 1 have the >a«eEffect ias^J all the parties*Uad-"3f̂  ^ 

•instrument. >̂  ̂  „•* i ' . * 
flthefcsaiae* 

ARTICLE 22 
SUCCESSORS AND ASSIGNS 

22.1 Successors .and Assigns. This agreeraen̂ shaTI ^tendlto;" ^ 
be binding upon,-and inure -to.the -benefit uf *-£he iparries ̂ erê to>and the 1 r, 
respective heirs,' devisees," legaVrepresentatives^successors, ând assigns 
and shall constitute a covenant running with the land, leases, and in
terests covered hereby. vv-, 

IN WITNESS WHEREOE. the parties^reto,have^exficuted this agree
ment on "the-dates -̂ oppositeJtfaeir .respect1ve':s1gnature^«' 



STATU OF TCXAS 

COUNTY OF HARRIS -.-/V: 

BEFORE ME, the undersigned authority, on this day wsonally appeared 
JOHN w. PHENICIE • . known to me to be the person 

whô executed the foregoing Instrument as ATTORNEY-IN-FACT of AMOCO PRO
DUCTION COMPANY, and acknowledged to me that he executed the same for 
the purpose and consideration therein expressed, as the act and deed of 
said corporation, and in the capacity therein stated. 

GIVEN UNDER MY HAND AND SEAL OF OFFICE this £ /-/day of w , e 

"j 974 • " * —^^umf 
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COPAS - 1962 

Retomoended by the 
Council of fetrolew 
Accountents Societies 
Of North Amerlc. 

EXHIBITT 

Attached to and Mde « part of ^ 1 ^ ^ ING AGREEMENT 
SOUTH HOBBS (GM'TCUt̂ SW^MWESi U S T T ^ 

L£A COu*TYT feu mitli 

ACCOUNTING PROCEDURE 
(JOIHT OPtRATlOXS) . 

I . SOtERAL PBDVISICIIts . , 

^ I n t f r o W shall «.».the.reel « d prson.1 ; PrWty;^«bJ«rt. ^' ^ f i i i ^ ^ t W.-»ich. thi. 'Accomlno P r ^ u r . " 

- ^ n M ^ . t l o n s " sh.ll mein .11 oper.tlons necess.ry £ proper >or ^ W w t t a . ^ t a ^ - l ^ - ; 

"Opwetor"*h*V"«!»n ,thetp«rty designated to conduct the Jolat Operetlons. . , 

are to be shared by the Parties. _ . ^ • .->-.:--•-'••., v.\v,, ••• ••>--• J v 

most recently njcowwuded by the Council of Petrotew AccomUnU Societies of *orth **Hc4. ^ , , . 

.is wt forth under Subpar.or.ph I E L — - f e « l o » « f » J .^'e- . * f « l ^ " s v i 

the nature thereof. ' t 

(Sh.ll be used for first t«o H) JWi «f tteltOptwitlon^ - / *" % * 'K' "'^^^ 

paid. • . 

r^FSTany such bills sh.ll aot pr^dlce ^ ^ ^ J Z ^ S ^ 

thereof; provided however. »U bills «*» statements «ndereoJo *«-Ope«t«rs ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ' ^ 

Property M provided for In Section VII. - * 

O o ^ r e t o r . upon notice In writing t . Operator .11 other non-Oper.tors. *ha>rhav. ^ S S S L ? « ^ ! L 2 8 T S 5 i i d 
. c c o ^ I n d rkirds relating to ( t e n a n t i n g tare-**- h r «of c*»i*d>r ^ " g . 1 * ^ ^ S f f i © * ^ 

^ ~ ^ ^ t ^ i t - ^ 
audits In « . n w which trill rturtt tea Jm4w»OTli»e« J « ^ t J»»rttor. 



SufcJect.tatlailtatiOBs hercl 

Delay or other rentals and royalt ieswhen . suci? r en ta l s ' i 

. x r . > \ t t . MKECT CHARGES 

rfter P ^ s c H t w ^ O p e r a t p r s i w n charge-the Jo in t Account with the fo ' owing Items 

royaltieskart c*1d by, Operator for the 3int Account of Uie 

* Jt 

fc V JafnKProperty r fi§?i technical employees-who-are temporarily assigned to and d i rec t ly employed on t n T 

> - ^ ^ - £ s e ^ l ^ d i sab i l i t y b e f i t s and other ei.sto-.r-, allowances ^ to t n e 

^ ^ P ^ W f o T s e l u ^ t ^ e ^ t t n T t ^ t h J " ? L J ° 1 n t * ™ " " ^ " ^ W * « ° f t M , Section H a n d 

•• ' o f the benefits » d I I I O M T H h > » 4 . m-JL<^j ». 2 i v -ect,on ( . | , not more than the same pro rata portion 
. ' W ^ e k i r n e d oTa ' J S Z ^ J ^ Z l l K I H I ^ 'ZL l M } 1 c M r ? e < * to t h e Cost under this Paragraph 2S 

t X f t e n * f t ' " * * B r C * * r i M ^ J S * i l ? 2 2 ^ ^ . b y oevenaaenteT author i ty which are applicable to 

3. 

i " ^ < £ Z _ 2 F ^ ' " v ^ ^ - H ^ s t n n m e a m c a w ^ i n Q r t t y w h i c h are applies: 
I t J e S S t ^ V g n b l 1 0 ^ th*-Jo« j» f r A t xuw t under Paragraphs 2A and » of this 

* * g « f ^ J * 2 f o ^ t h * Joint* Acwcnt. under 
wawts^ei«ptfls»s1ftlw es»i3!oyi>e» ire^rehAarsed/'WHter Operator's usual practice 

Employee: Benefits- • 

- „ tot**: c f soc* c 
Jo in t Account under Paragra 

„ * t w J * r , ^ o r c h a s 

' A. 

;«?f»n»ls. ._ 
« n t a n # l 

TeoufrwJ 

nfhrr m „ iT , r .S i t M i n i y r a r a * rospitmmion. pension, retlrswat, 
o S n S T H J l i ^ f . ! * * W t e B a t u t T » - JPP^cable to Operator's labor cost* provided 

t S ? ^ H r t e M S M t ( 1 S S > , o f O r a t o r ' s labor costs chargeaolt to t>« 
and <» o f th is Section I I and Paragraph 1 of Section H I . • • 

- - u\<M.' - -> T " s , 
! f ^ ^ ^ 2 , ! ^ j ! S ? j 2 / r ? , ? r t i % l S ? f " * * r ^ * * reasonably pract ical and 

i f . r . ^ T * soctMbterte l shal> be purchased fo r or transferred tp the Joint 
irate u te ; and the a c c u s a t i o n of Surplus stocks shal l be avoided 

..•JE'.., .A--, ' . •••'•V'-IV. . J • 

T r £ t a H V r T ( r » ^ e T t e " H ^ ^ Oper»£<ons but sabject to the following l imi tat ions 
' - i i d ^ ^ W fa^r;,™-?l2< i n i . f ^ 0 P * ^ t ^ ^ Op tn to r ' z narthouse or other propert ies, no charge shall be 

( l o K n u i i " " - ; u ' , S ' - W " 0«™J«. I I i . ~ i™n N . o»u of 

Services 
AT 

B. 

ces . ' • . • : i . . i 

S s ^ f o t T t ^ r a ^ ^ ^ ^ services covered by Paragraph 8 

- t J ^ ? J " r ^ 1 ^ equl rwnt and f a c i l i t i e s f,»rn1shed by Operator as provided in Paragraph 5 of Section IV. 

Oaaagjis ana losses to Joint Property 

; l o s ^ s ^ u r r £ ^ P w " e r t * ^ a u s e of da^ges. or 
i C T l h r v i j S - w t e w ' t f i c ^ ^ « ° t h e r M U S e ' t 0 * • Mtent . the t the A a J ^ or less 
» C m - ^ a t 6 r T w V ? « e n o t l c n r ^ W * * J ' " r t o f Operator shall furnish 
b / O ^ a t o r ° f : « ~ 9 " or losses^ftcurred as soon as practicable a f te r a report thereof has been received 

Legal Expense--. 
A l l costs and'e 

t l ? * J Z l l i ? J Z £ attorneys' .fees., court casts. 
n s ^ e c S s ^ ^ t ^ ^ " ^ -=f.1«..r1s,p, by reason of the Joint 0 ^ . 

attorneys 1* agreed, to by Opera tor-and Non-Operators. • : • .• 

or sat is fact ion of.-any: such l i t i g a t i o n or 
lega.1 s t i f f o r other reei i lar ly eaployed 
Section I I I ) , except by: agreement wi th hon-

unless the eatployawjnt o f such 

Taxes •'. . ,• -

Q ^ % 1 r f f i l o ^ ^ ^ ' ' • W y . the operation there-
^ - . T . . P T ^ t * * : - " * 4 * * ' * * • 9 f * r * * » the benef i t of the Parties. . 

F-2 

ILLEGIBLE 



M T . ' V J ? ? for ihsyraec* r*c«rt^*d tu M carr ied: on-the Joiat. Wtwertaft-fer tht 'proyiCttoB sf t n * p » r f 

CJ.h.: • w m . . i v * r « ' . rt-.r,S':-v..v •" ' r • - -
i-v .•'!si;"s.\pt«feitS!«. wst covered or ti 'n th* 'c rr~. % atn of tilts s- * I . o « et .» w 
titU: i Ir . farrtd by ctei-Of-fir-stor for j e s t q g a M proper contact tfefrJojtnt 3p*at1««f . , 

' : H I . moisEcroflatsEs-••• - ' •: 
..lvunr - c i i i r j? the Jo in t Aece»t - far fn> « . -stave* « « r by vs*. 6* t» aVfla-atfen ' f t t * i ««is» wt*>- pitt*. s f i«ed 
t t fcr .ji::sfy4t5io»'0«firtHK.-i; sodriiltri . * - - -'Sttjo. CAS>*<~I. »> *<• f rovnwd fOr 1 -f «•/•« 2. «w •> * tn-s 
.•ti :•;» . tM tv ;«iiin-iaf, i;V. th;-*t i ff sa u - JlmW t t * f*x«d s o>t4M fo r iis *> 4 f J f i Se- on U , a* 
i u - u - ; i t t : ! » : " ;" .- - -

f. 'i-.T.q SKJU.L T 1 » J! 

:' j Psriorsph. T i <' 3- <*U » d ls t i t » * s« « s «tx*» M I * •« v . « : M j w » t ' r» ci»-,rh»«i alas «ar*~ 
' : ' " ' ] • ) • . 

Pirafrspb' 4 { rm» HwJ f -t« » .« r -' 
..!>.•• • . ... .v; '• •] . • - . : 

i;1s\.'ii.:t Ejt|«W«-' ••• ••A.'"1 . ' •.' " I " " - " 
SJtr. v ? r "sKaTr ihs r r J t!h*i>8 * f r * -» « h- * s>r»/<at« pir*«e« ***• w l « r res*,Ma*« t ^ M t M t t ' t l . O p e r a t o r ' * produc
t s Si<tsHr't«iA9it' o i N * . ««•»<»$. tittsfe'itt " I ^ I «t lwi ; ynkfH t 1 t o S * f f t l m 0 p 9 * & t * r t o tiaatsawesr•••-. -
.jot;- t i ns * r * 4 , wtinsr t*>~ 1* not ( U * ) >'««*-*^f * - - H ^ n - f ' S , « r * » wro- ra* i 68 ! *1w : 8f* t t e cost s f aaiiit3i1n<»§ 
jo-rl p-:ri'.1ro t B W i c t ' O i » f f1c* tEH-^t st Owmtor 'H _ .....L_ ' " „ . o f f ice 
i ce 81 cr near t _ _ _ T«r * " L m ^ t r m l t i » f f t ce Tf^acat<on 

: '}» 8»»t w t c a t i t r y - i i l ^ e f f l i i a fTf arvTj. »eiiat*>tnee ?or t » * <iwi»«5*eRce ©F,'^. i t i^»--i i tS'crfb«^'S#t<c*» • w t ' t t ! 
>-et;. ' ry CJSBS, IscimSSns ^ » i s f i « i - f i d ; ? * ; « ! f o r eaaslffyet* 1 f'reewfrei».use«t"1n ce»*s«:fup.arftt' e ^ a r s t l w r t ' t k e 
j - i i v ••rtiwr-tf and other pw5MWtt«« tr. ts» » • « e f f tn i t i a f »r*«. tke «••»$« »f.. less i - f « » * • • « f r o » , such f a c i l i t i e s 
sa,V the optton-efi '^aexctair^ft&lede <te?rac1»t#B»>f!tr.v«staieast:er•• a f»for «oatii1jr r e - t a j i * l t » . . « f . aepr*ciat*,w. 
Saeh eheraei' 'Sfcall-fee- a^w t t t oMt f ' t e * « • » ^ r t i l i i t " ; ' * « w « « en- «« 's i?aSt** iS I w i i s cew*i$t*?,t wflA O^gf t fer 's iceomf.ng 
f i - - ' *'**--. ". • ^ ! - ; ;~ ; - • ; ? . . • •"' :

: . ; \ •> , ^ . , 

<•• 1 - i tn i t fvo Overhegdj• " -; t.-,r>" • .-. • 1 • ; 
\ :>t" T.-> s 5 T f " c & r s « * f te? j i^ t r t t i i fS cverf. sed tu Dm-Stint Anxnast * t l is* f c j l i w f n j w t « t , i afclefc cfiarse s iaJ l a« in 
i f . - , i c'.s? i»s axjKBViCof * I1 « f f fe«s ef th« OpteWtY.not e w e r o * ^ p*r*fr*p^»t.ef-s i ts* S * t t 1 « H t , tnckid^hg-stiUries. 
v s j . m-J stpeU'CS pa rw ine t t ' t s i l j f t * * . ts sud»..«ff^te*» S«eh-eS*rsw ' J W I S a K f t d d f t t b o - to-tl»e sa la r ies , tasss and 
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EXHIBIT i!G ' 

ATTACHED TO AND MADE A PART. OF 

UNIT OPERATING AGREEMENT: : 
- : SOUTH'HOBBS (GRAYBURG-SAfl ANDRES) UNT" 
. . . LEA CQtlNTY, NEW MEXICO. 

I ft; S U R A N C •* E P R 0 V I.S I.-Q t 

Unit Operator shallxarry the following iterance wi t i respect ] 
tc operations OR. all. lends, sublet to this agreement • . 2 

(a|V Warknierv's. cc>mpeisgtiG^ insurance, inc sue ing employer's 3 
: lisbility.rinftces^ • r t 

:e of New Mexico. 

(b) * Comprehensive general l i a b i l i t y insurcce, excluding pro-

(d)'" Such- additional-Insurance' as may herea?+=r' be required by 

? a-.cts, with a single, combined .limit of. $500,000 each ccident f:>r bodily 
ir juries or death or property .̂ aRBge. ; ; ; J" ' 8 

' ' ct- • • • " . - ' : -
(c) Automobile public l i ab i l i ty and proper:;,/ damage insurance . 9 

v-th a -single ..combined limit a|5;$5O0s 000 each accident .for bodily .injuries . <(J 

oi death or property damage. 1 1 

• 12 
13 

All-insurance coverage.required hereby- shai. oe c-.mec at the. 
- int expense and for the benefit of the parties hereto, excect for the -
Premiums' for Automobile Publicf Liability and'.Property Damage.-.Insurance ̂  
cr Unit Operator's' fu11^ owned equipment, which sha" • "at te charged J; 
;. ectly to the joint account but will -'nstead be cc,»-ed b/ tre Hat-rate i<' 
c -«rqes assessed, the j-rt for use of su-h equipment-. -,nit Operaz-y wc" ;; 

n •: carry fire, winds torn-;, or explosion insurance ccc-;ng aoe^aiiens here- ~_-
i.eer. Unit Operator shall require its contractors cn subcont racto^_ work- ±: 

- - c;d performing services on lands committed heret. c: ccipl; wkh the :;' 
k;.-rfcnenls Compensation Laws ofttthe State of New Mexico and to carry other y> 
- -urance of the types specified above .ind in such amounts as the '!ni- c;: 

Ci era tor shall deem necessary.-' 

{ % k̂m L H LKM, -ikaM̂ ' i 't n M# Lam 
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UNIT AGREEMENT 
NORTH HOBBS (GRAYBURGSAN ANDRES) UNIT 

LEA COUNTY, NEW MEXICO 

THIS AGREEMENT, entered into as of the 1st day of July, 1978, by 
and between the parties subscribing, r a t i f y i n g or consenting hereto, and 
herein referred to as "parties hereto"; 

WITNESSETH; 

WHEREAS, the parties hereto are the owners of working, royalty or 
other o i l or gas interests i n the Unit Area subject to this Agreement; and 

WHEREAS, the Commissioner of Public Lands of the State of New 
Mexico is authorized by an Act of the Legislature (Sec. 1, Chap. 88, Laws 
1943 as amended by Sec. 1, Chap. 176, Laws 1961; Chap. 7, Art. 11, Sec. 39, 
N.M.S. 1953 Ann.) to consent to or approve this agreement on behalf of the 
State of New Mexico, insofar as i t covers and includes lands and mineral 
interests of the State of New Mexico; and 

WHEREAS, the Commissioner of Public Lands of the State of New 
Mexico i s authorized by an Act of the Legislature (Sec. 3, Chap. 88, Laws 
1943 as amended by Sec. 1, Chap. 162, Laws 1951; Chap. 7, Art. 11, Sec. 41, 
N.M.S. 1953 Ann.) to amend with the approval of the lessee, any o i l and gas 
lease embracing State lands so that the length of the term of said lease 
may coincide with the term of such unitized development and operation of 
State lands; and 

WHEREAS, the Oil Conservation Division of the Energy and Minerals 
Department of the State of New Mexico i s authorized by law (Chap. 65, Art. 
3 and Art. 14, N.M.S. 1953 Ann.) to approve this agreement and the conser
vation provisions hereof; and 

WHEREAS, the parties hereto hold sufficient interests in the 
North Hobbs (Grayburg-San Andres) Unit covering the land hereinafter described 
to give reasonably effective control of operations therein; and 

WHEREAS, i t is the purpose of the parties hereto to conserve nat
ural resources, to prevent waste and secure the other benefits obtainable 
through development and operation of the area subject to this Agreement 
under the terms, conditions and limitations herein set forth. 

NOW, THEREFORE, i n consideration of the premises and the promises 
herein contained, the parties hereto commit to this Agreement their re
spective interests i n the unitized formation of the below defined Unit 
Area, and agree severally among themselves as follows: 



- SECTION 1. ENABLING ACT AND REGULATIONS. The Mineral Leasing 
Act of February 25, 1920, as amended, supra, and a l l valid pertinent 
regulations, including operating and unit plan regulations, heretofore 
issued thereunder and valid, pertinent and reasonable regulations hereafter 
issued thereunder are accepted and made a part of this Agreement as to 
Federal lands, provided such regulations are not inconsistent with the 
terms of this Agreement; and as to non-Federal lands, the o i l and gas 
operating regulations in effect as of the effective date hereof governing 
drilling and producing operations, not inconsistent with the terms hereof 
or the laws of the State in which the non-Federal land is located, are 
hereby accepted and made a part of this Agreement. 

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

(a) "Unit Area" is defined as those lands described in Exhibit B 
and depicted on Exhibit A hereof, and such land is hereby designated and 
recognized as constituting the Unit Area, containing 10,649.53 acres, more 
or less, in Lea County, New Mexico. 

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

(c) "Division" is defined as the Oil Conservation Division of 
the Energy and Minerals Department of the State of New Mexico. 

(d) "Unitized Formation" shall mean that subsurface portion of 
the Unit Area known as the Grayburg-San Andres formation of Permian Age 
found in the interval between the stratigraphic depth of 3698 feet as 
measured on the Borehole Compensated Sonic-Gamma Ray Log run in the Shell 
Oil Company - State A-7 well on July 9, 1969, said well being located 1930 
feet FNL and 660 feet FEL of Section 32-T18S-R38E, Lea County, New Mexico, 
and the depth of 4500 feet beneath the surface. 

(e) "Unitized Substances" are a l l o i l , gas, gaseous substances, 
sulphur contained in gas, condensate, distillate and a l l associated and 
constituent liquid or liquefiable hydrocarbons within and produced from the 
Unitized Formation of the Unitized Land. 

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

(g) "Tract Participation" is defined as the percentage of partici
pation shown on Exhibit C for allocating Unitized Substances to a Tract 
under this Agreement, such percentages or participation being shown separately 
as to o i l and as to gas. 
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<h) "Unit Participation" i s the sum of the percentages obtained 
by multiplying the Working Interest of a Working Interest Owner i n each 
Tract by the Tract Participation of such Tract as to o i l . 

( i ) "Working Interest" i s the right to search for, produce and 
acquire Unitized Substances whether held as an incident of ownership of 
mineral fee simple t i t l e , under an o i l and gas lease, or otherwise held, 
which interest i s chargeable with and obligated to pay or bear, either i n 
cash or out of production, or otherwise, a l l or a portion of the cost of 
d r i l l i n g , developing and producing the Unitized Substances from the Unitized 
Formation and operations thereof hereunder. Provided that any Royalty 
Interest created out of a Working Interest subsequent to the execution of 
this Agreement by the owner of the working interest shall continue to be 
subject to such Working Interest burdens and obligations. 

( j ) "Working Interest Owner" i s any party hereto owning a Work
ing Interest, including a carried working interest owner, holding an 
interest i n Unitized Substances by virtue of a lease, operating agreement, 
fee t i t l e or otherwise. The owner of Oil and Gas Rights that are free of 
lease or other instrument creating a Working Interest i n another shall be 
regarded as a Working Interest Owner to the extent of seven-eighths (7/8) 
of his interest i n Unitized Substances, and as a Royalty Owner with respect 
to his remaining one-eighth (1/8) interest therein. 

(k) "Royalty Interest" or "Royalty" i s an interest, other than a 
Working Interest, having the right to receive a portion of the Unitized 
Substances or the proceeds thereof and includes the royalty interest 
reserved by the lessor by an o i l and gas lease and any overriding royalty 
interest, o i l payment interest, net p r o f i t contract, or any other payment 
or burden which does not carry with i t the right to search for and produce 
Unitized Substances. 

(1) "Royalty Owner" i s the owner of a Royalty Interest. 

(m) "Unit Operating Agreement" is the agreement entered into by 
and between the Unit Operator and the Working Interest Owners as provided 
in Section 9, i n f r a , and shall be styled "Unit Operating Agreement, North 
Hobbs (Grayburg-San Andres) Unit, Lea County, New Mexico". 

(n) "Oil and Gas Rights" i s the right to explore, develop and 
operate lands within the Unit Area for the production of Unitized Substances, 
or to share i n the production so obtained or the proceeds thereof. 

(o) "Outside Substances" are any substances obtained from any 
source other than the Unitized Formation and injected into the Unitized 
Formation. 
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(p) "Unit Manager" i s any person or corporation appointed by 
Working Interest Owners to perform the duties of Unit Operator until the 
selection and qualification of a successor Unit Operator as provided for in 
Section 7 hereof. 

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

(r) "Unit Operations" are any operations conducted pursuant to 
this Agreement and the Unit Operating Agreement. 

(s) "Unit Equipment" is a l l personal property, lease and well 
equipment, plants, and other facilities and equipment taken over or other
wise acquired for the joint account for use in Unit Operations. 

(t) "Unit Expense" i s a l l cost, expense, or indebtedness incurred 
pursuant to this Agreement and the Unit Operating Agreement for or on 
account of Unit Operations. 

(u) "Effective Date" i s the date this Agreement becomes effective 
as provided in Section 24. 

SECTION 3. EXHIBITS. Exhibit A attached hereto is a map showing 
the Unit Area and the boundaries and identity of tracts and leases in said 
Unit Area to the extent known to the Unit Operator. Exhibit B attached 
hereto is a schedule showing, to the extent known to the Unit Operator, the 
acreage comprising each Tract, percentages and kind of ownership of oil and 
gas interests in a l l land in the Unit Area. Exhibit C attached hereto 
shows the Tract Participation of each Tract in the Unit Area. However, 
nothing herein or in said schedule or map shall be construed as a representation 
by any party hereto as to the ownership of any interest other than such 
interest or interests as are shown in said map or schedule as owned by such 
party. Exhibit D attached hereto i s an appendix setting out certain federal 
contract provisions. Exhibits, A, B, and C shall be revised by the Unit 
Operator whenever changes in the Unit Area render such revision necessary 
and copies of such revision shall be filed with the Land Commissioner. 

SECTION 4. EXPANSION. The above described Unit Area may when 
practicable be expanded to include therein any additional lands regarded as 
reasonably necessary or advisable for the purposes of this Agreement. Such 
expansion shall be effected in the following manner: 

(a) The working interest owner or owners of lands desiring to 
bring such lands into this unit, shall f i l e an application therefor with 
Unit Operator requesting such admission. 
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(b) Unit Operator shall circulate a notice of the proposed ex
pansion to each Working Interest Owner i n the Unit Area and to each working 
interest owner i n the lands proposed to be included i n the unit, setting 
out the basis for admission, the Tract Participation to be assigned to each 
Tract i n the enlarged Unit Area and other pertinent data. After negotiation 
(at Working Interest Owner's meeting or through correspondence) i f at least 
three Working Interest Owners having i n the aggregate seventy-five percent 
(75%) Unit Participation then i n effect have agreed to inclusion of such 
lands i n the Unit Area, the Unit Operator shall: 

(1) After obtaining preliminary concurrence by the Land Commissioner 
and the Division, prepare a notice of proposed expansion describing the 
contemplated changes i n the boundaries of the Unit Area, the reason therefor, 
the basis for admission of the additional lands, the Tract Participation to 
be assigned thereto and the proposed effective date thereof; and 

(2) Mail or deliver copies of said notice to the Land Commissioner, 
each Working Interest Owner and Royalty Owner, and to the lessee and lessor 
whose interests are affected, advising such parties that t h i r t y (30) days 
w i l l be allowed for submission to the Unit Operator of any objection to 
such proposed expansion; and 

(3) Fi l e , upon the expiration of said t h i r t y (30) day period as 
set out i n (2) immediately above, with the Land Commissioner: (a) Evidence 
of mailing or delivering copies of said notice of expansion; (b) An appli
cation for approval of such expansion; (c) An instrument containing the 
appropriate joinders i n compliance with the participation requirements of 
Section 14, and Section 33, in f r a ; and (d) A copy of a l l objections received 
along with the Unit Operator's response thereto. 

The expansion shall, after due consideration of a l l pertinent 
information and approval by the Land Commissioner, become effective as of 
the date prescribed i n the notice thereof, preferably as of 7:00 a.m. of 
the f i r s t day of a month subsequent to the date of notice. The revised 
Tract Participation of the respective Tracts included within the Unit Area 
prior to such enlargement shall remain i n the same ratio one to another. 

SECTION 5. UNITIZED LAND. A l l land committed to this Agreement 
as to the Unitized Formation shall constitute land referred to herein as 
"Unitized Land" or "Land subject to this Agreement". Nothing herein shall 
be construed to unitize, pool, or i n any way affect the o i l , gas and other 
minerals contained i n or that may be produced from any formation other than 
the Unitized Formation as defined i n Section 2 (h) of this Agreement. 
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SECTION 6. UNIT OPERATOR. Shell Oil Company is hereby designated 
the Unit Operator, and by signing this instrument as Unit Operator agrees 
and consents to accept the duties and obligations of Unit Operator for the 
operation, development and production of Unitized Substances as herein 
provided. Whenever reference is made herein to the Unit Operator, such 
reference means the Unit Operator acting in that capacity and not as an 
owner of interests in Unitized Substances, when such interests are owned by 
i t , and the term "Working Interest Owner" when used herein shall include or 
refer to the Unit Operator as the owner of a Working Interest when such an 
interest is owned by i t . 

The interests of Working Interest Owners and the Unit Operator in 
the Unit Area shall be subject to a reciprocal lien and security interest 
to the extent provided in the Unit Operating Agreement. 

SECTION 7. RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit 
Operator shall have the right to resign at any time, but such resignation 
shall not become effective so as to release Unit Operator from the duties 
and obligations of Unit Operator and terminate Unit Operator's rights as 
such for a period of six (6) months after written notice of intention to 
resign has been given by Unit Operator to a l l Working Interest Owners and 
the Land Commissioner unless a new Unit Operator shall have taken over and 
assumed the duties and obligations of Unit Operator prior to the expiration 
of said period. The resignation or removal of Unit Operator shall not 
release Unit Operator from any li 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 or removal. 

The Unit Operator shall be subject to removal by Working Interest 
Owners having in the aggregate eighty percent (80%) or more Unit Partici
pation then in effect exclusive of the Working Interest Owner who is the 
Unit Operator. Such removal shall be effective upon notice thereof to the 
Land Commissioner. 

In a l l such instances of effective resignation or removal, until 
a successor to Unit Operator is selected and approved as hereinafter provided, 
the Working Interest Owners shall be jointly responsible for the performance 
of the duties of the Unit Operator and shall, not later than thirty (30) 
days before such resignation or removal become effective, appoint a Unit 
Manager to represent them in any action to be taken hereunder. 

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 a l l wells, equipment, books and records, materials, 
appurtenances and any other assets used in connection with the Unit Operations 
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and owned by the Working Interest Owners to the new duly qualified successor 
Unit Operator or to the Unit Manager i f no such new Unit Operator i s elected, 
to be used for the purpose of conducting Unit Operations hereunder. Nothing 
herein shall be construed as authorizing the removal of any material, 
equipment or appurtenances needed for the preservation of any wells. 
Nothing herein contained shall be construed to relieve or discharge any 
Unit Operator or Unit Manager who resigns or is removed hereunder from any 
l i a b i l i t y or duties accruing or performable by i t prior to the effective 
date of such resignation or removal. 

SECTION 8. SUCCESSOR UNIT OPERATOR. Whenever the Unit Operator 
shall tender i t s resignation as Unit Operator or shall be removed as herein
above provided, the Working Interest Owners shall select a successor Unit 
Operator as herein provided. Such selection shall not become effective 
u n t i l (a) a Unit Operator so selected shall accept i n writing the duties 
and responsibilities of Unit Operator, and (b) the selection shall have 
been approved by the Land Commissioner. I f no successor Unit Operator or 
Unit Manager i s selected and qualified as herein provided, the Land Com
missioner, at his election, may declare this Agreement terminated. 

In selecting a successor Unit Operator the affirmative vote of 
three or more Working Interest Owners having a t o t a l of sixty-five percent 
(65%) or more of the t o t a l Unit Participation then i n effect shall prevail; 
provided that i f any one Working Interest Owner has a Unit Participation of 
more than t h i r t y - f i v e percent (35%), i t s negative vote or failure to vote 
shall not be regarded as sufficient unless supported by the vote of one or 
more other Working Interest Owners having a t o t a l Unit Participation of at 
least five percent (5%). I f the Unit Operator who is removed votes only to 
succeed i t s e l f or f a i l s to vote, the successor Unit Operator may be selected 
by the affirmative vote o: he owners of at least seventy-five percent 
(75%) of the Unit Participation remaining after excluding the Unit P a r t i c i 
pation of Unit Operator so removed. 

SECTION 9. ACCOUNTING PROVISIONS AND UNIT AGREEMENT. Costs and 
expenses incurred by Unit Operator i n conducting Unit Operations hereunder 
shall be paid, apportioned among and borne by the Working Interest Owners 
in accordance with the Unit Operating Agreement. Such Unit Operating 
Agreement shall also provide the manner i n which the Working Interest 
Owners shall be entitled to receive their respective proportionate and 
allocated share of the benefits accruing hereto i n conformity with their 
underlying operating agreements, leases or other contracts and such other 
rights and obligations as between Unit Operator and the Working Interest 
Owners as may be agreed upon by the Unit Operator and the Working Interest 
Owners; however, no such Unit Operating Agreement shall be deemed either to 
modify any of the terms and conditions of this Agreement or to relieve the 
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Unit Operator of any right or obligation established under this Agreement, 
and in case of any inconsistency or conflict between this Agreement and 
the Unit Operating Agreement, this Agreement shall prevail. Copies of 
any Unit Operating Agreement executed pursuant to this Section shall be 
filed with the Land Commissioner. 

SECTION 10. 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 or for conducting other Unit 
Operations are hereby delegated to and shall be exercised by the Unit 
Operator as herein provided. Upon request, 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 i t s 
capacity as Unit Operator, shall exercise the rights of possession and use 
vested in the parties hereto only for the purposes herein specified. 

SECTION 11. PLAN OF OPERATIONS. I t is recognized and agreed by 
the parties hereto that a l l of the land subject to this Agreement is reason
ably proved to be productive of Unitized Substances and that the object and 
purpose of this Agreement is to formulate and to put into effect an en
hanced recovery project in order to effect additional recovery of Unitized 
Substances, prevent waste and conserve natural resources. The parties 
hereto agree that the Unit Operator may, subject to the consent and approval 
of a Plan of Operation by the Working Interest Owners, the Land Commissioner 
and the Division, inject into the Unitized Formation, through any well or 
wells completed therein, brine, water, air, gas, o i l , liquefied petroleum 
gases and any one or more other substances or combination of substances 
whether produced from the Unitized Land or not, and that the location of 
input wells and the rates of injection therein shall be governed by standards 
of good geologic and petroleum engineering practices and conservation 
methods. Subject to like approval the Plan of Operation may be revised as 
conditions may warrant. 

The i n i t i a l Plan of Operation shall be filed with the Land 
Commissioner and the Division concurrently with the filing of this Agree
ment for final approval. Said i n i t i a l Plan of Operation and a l l revisions 
thereof shall be as complete and adequate as the Land Commissioner and the 
Division may determine to be necessary for timely operation consistent 
herewith. Upon approval of this Agreement and the i n i t i a l plan by the Land 
Commissioner, said plan, and a l l subsequently approved plans shall constitute 
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the operating obligations of the Unit Operator under this Agreement for the 
period specified therein. Thereafter, from time to time before the expi
ration of any existing plan, the Unit Operator shall submit for l i k e 
approval a plan for an additional specified period of operation. After 
such operations are commenced, reasonable diligence shall be exercised by 
the Unit Operator i n complying with the obligations of the approved Plan of 
Operation. 

Notwithstanding anything to the contrary herein contained, should 
the Unit Operator f a i l to commence operation of an enhanced recovery project 
incorporating the injection of water within eighteen (18) months after the 
Effective Date of this Agreement, or any extension thereof approved by the 
Land Commissioner, this Agreement shall terminate automatically as of the 
date of default. 

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

Unit Operator shall have free use of water or brine or both from 
the Unitized Land for Unit Operations, except water from any well, lake, 
pond or i r r i g a t i o n ditch of a surface owner, unless approval for such use 
is granted by the surface owner. 

Unit Operator shall pay the party or parties entitled thereto for 
damages to growing crops, timber, fences, improvements and structures on 
the Unitized Land that result from Unit Operations. 

SECTION 13. TRACT PARTICIPATION. In Exhibit C attached hereto 
there are li s t e d and numbered the various Tracts within the Unit Area, and 
set forth opposite each Tract are figures which represent the Tract P a r t i c i 
pation, shown separately as to o i l and as to gas, during Phase I , Phase I I 
and Phase I I I of Unit Operations i f a l l Tracts i n the Unit Area qualify as 
provided herein. The Phase I , Phase I I and Phase I I I Tract Participations 
of each Tract as shown i n Exhibit C were determined i n accordance with the 
following formulas, using data heretofore approved by Working Interest 
Owners: 

TRACT PARTICIPATION: 

During Phase I : As to o i l : 20% A / 80% B 
As to gas: 20% C / 80% D 

-9-



During Phase I I : As to o i l : 
As to gas: 

100% B 
100% D 

During Phase I I I : As to o i l : 100% E 
As to gas: 100% E 

Where: A • Ratio of the quantity of 1976 oil production from each Tract 
to the total quantity of 1976 oil production from a l l Tracts 
within the Unit Area. 

B » Ratio of the quantity of remaining primary o i l reserves (as 
of 1/1/77) of each Tract to the total quantity of remaining 
primary o i l reserves (as of 1/1/77) of a l l Tracts within the 
Unit Area. 

C • Ratio of the volume of 1976 gas production from each Tract to 
the total volume of 1976 gas production from a l l Tracts within 
the Unit Area. 

D =» Ratio of the volume of remaining primary gas reserves (as of 
1/1/77) of each Tract to the total volume of remaining primary 
gas reserves (as of 1/1/77) of a l l Tracts within the Unit Area. 

E = Ratio of the quantity of secondary oil reserves of each Tract 
to the total quantity of secondary oil reserves of a l l Tracts 
within the Unit Area. 

Phase I shall begin on the Effective Date of this Agreement and continue until 
the f i r s t day of the calendar month next following the date on which the total 
number of barrels of o i l produced after said Effective Date from the Unitized 
Formation underlying a l l Tracts described in the original Exhibit B hereof 
equals 4,000,000 barrels as determined from the official production reports 
(currently known as C-115 reports) filed with the New Mexico Oil Conservation 
Commission or it s successor. Phase I I shall begin with the termination of 
Phase I and continue until the f i r s t day of the calendar month next following 
the date on which the total number of barrels of oil produced after January 1, 
1977, from the Unitized Formation underlying a l l Tracts described in the 
original Exhibit B hereof equals 38,071,683 barrels determined in the same 
manner as aforesaid. Phase I I I shall begin with the termination of Phase I I 
and continue for the remainder of the term of this Agreement. Unit Operator 
shall notify the Land Commissioner and a l l Working Interest Owners as to 
the date each phase change occurs. 

In the event less than a l l Tracts are qualified on the Effective Date 
hereof, the Tract Participations shall be calculated on the basis of a l l 
such qualified Tracts rather than a l l Tracts in the Unit Area. The total 
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number of barrels of o i l that shall determine the duration of Phase I shall 
remain at 4,000,000 barrels, and the t o t a l number of barrels of o i l that 
shall determine the duration of Phase I I shall remain at 38,071,683 barrels; 
however, o i l produced from a l l Tracts within the Unit Area, non-qualified 
Tracts as well as qualified Tracts, shall be counted for purposes of de
termining the production of said totals of 4,000,000 barrels as to Phase I 
and 38,071,683 barrels as to Phase I I . 

SECTION 14. TRACTS QUALIFIED FOR PARTICIPATION. On and after 
the Effective Date hereof the Tracts within the Unit Area which shall be 
entitled to participation i n the production of Unitized Substances shall be 
those Tracts more particularly described i n Exhibit B that corner or have a 
common boundary (Tracts separated only by a public highway or a railroad 
right of way shall be considered to have a common boundary), and that 
otherwise qualify as follows: 

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

(b) Each Tract as to which Working Interest Owners owning one 
hundred percent (100%) of the Working Interest have become parties to this 
Agreement, and as to which Royalty Owners owning less than seventy-five 
percent (75%) of the Royalty Interest have become parties to this Agreement, 
and as to which (1) Working Interest Owners, including the Working Interest 
Owner who operates the Tract, owning a t o t a l of seventy-five percent (75%) 
or more of the Working Interest in such Tract that is committed to this 
agreement have joined i n a request for qualification of such Tract, and as 
to which (2) Working Interest Owners having seventy-five percent (75%) or 
more of the combined Phase I I I Unit Participation i n a l l Tracts that meet 
the requirements of Section 14 (a) above have voted i n favor of the quali
fication of such Tract. 

(c) Each Tract as to which Working Interest Owners owning less 
than one hundred percent (100%) of the Working Interest have become parties 
to this Agreement, regardless of the percentage of Royalty Interest therein 
that is committed hereto; and as to which (1) one or more of the Working 
Interest Owners i n such Tract who have become parties to this Agreement, 
one of which must be the operator of such Tract, have joined i n a request 
for qualification of such Tract, and have executed and delivered, or obligated 
themselves to execute and deliver, an indemnity agreement identical i n form 
to the agreement attached to the Unit Operating Agreement as Exhibit H 
indemnifying and agreeing to hold harmless the other Working Interest 
Owners in the Unit Area, their successors and assigns, against a l l claims 
and demands that may be made by the owners of Working Interest i n such 
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Tract who are not parties to this Agreement, and which arise out of the 
qualification of such Tract; and as to which (2) Working Interest Owners 
having seventy-five percent (75%) or more of the Phase I I I Unit Partici
pation in a l l Tracts that meet the requirements of Section 14 (a) and 14(b) 
have voted in favor of the qualification of such Tract and to accept the 
indemnity agreement. Upon the qualification of such a Tract, the Tract 
Participations which would have been attributed to the non-subscribing 
owners of Working Interest in such Tract, had they become parties to this 
Agreement and the Unit Operating Agreement, shall be attributed to the 
Working Interest Owners in such Tract who have become parties to such 
agreements, and joined in the indemnity agreement, in proportion to their 
respective Working Interests in the Tract. 

If on the Effective Date of this Agreement there i s any Tract or 
Tracts which have not been effectively committed to or made subject to this 
Agreement by qualifying as above provided, then such Tract or Tracts shall 
not be entitled to participate hereunder. Unit Operator shall, when 
submitting this Agreement for final approval by the Land Commissioner, f i l e 
therewith a schedule of those Tracts which have been committed and made 
subject to this Agreement and are entitled to participate in Unitized 
Substances. Said schedule shall set forth opposite each such committed 
Tract the lease number or assignment number, the owner of record of the 
lease, and the percentage participation of such Tract which shall be 
computed according to the participation formula set out in Section 13 
(Tract Participation) above. This schedule of participation shall be Revised 
Exhibit C and upon approval thereof by the Land Commissioner shall become a 
part of this Agreement and shall govern the allocation of production of 
Unitized Substances until a new schedule is approved by the Land Commissioner. 

SECTION 15. ALLOCATION OF UNITIZED SUBSTANCES. All Unitized Sub
stances produced and saved (less, save and except any part of such Unitized 
Substances used in conformity with good operating practices on Unitized 
Land for drilling, operating, camp and other production or development 
purposes and for injection or unavoidable loss in accordance with a Plan of 
Operation approved by the Land Commissioner) shall be apportioned among and 
allocated to the qualified Tracts in accordance with the respective Tract 
Participations effective hereunder during the respective periods such 
Unitized Substances were produced, as set forth in the schedule of partici
pation in Exhibit C. The amount of Unitized Substances so allocated to 
each Tract, and only that amount, (regardless of whether i t be more or less 
than the amount of the actual production of Unitized Substances from the 
well or wells, i f any, on such Tract) shall, for a l l intents, uses and 
purposes, be deemed to have been produced from such Tract. 

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

No Tract committed to this Agreement and qualified for partici
pation as above provided shall be subsequently excluded from participation 
hereunder on account of depletion of Unitized Substances. 

If the Working Interest and/or the Royalty Interest in any Tract 
are divided with respect to separate parcels or portions of such Tract and 
owned now or hereafter in severalty by different persons, the Tract Partici
pation during Phase I , Phase I I and Phase I I I shall, in the absence of a 
recordable instrument executed by a l l owners and furnished to Unit Operator 
fixing the divisions of ownership, be divided among such parcels or portions 
in proportion to the number of surface acres in each. 

The Unitized Substances allocated to each Tract shall be delivered 
in kind to the respective Working Interest Owners and parties entitled 
thereto by virtue of the ownership of Oil and Gas Rights therein. Each Work
ing Interest Owner and the parties entitled thereto shall have the continuing 
right to receive such production in kind at a common point within the Unit 
Area and to se l l or dispose of the same as i t sees f i t . Each such party shall 
have the right to construct, maintain and operate a l l necessary facilities for 
that purpose on Unitized Land, provided the same are so constructed, maintained 
and operated as not to interfere with operations carried on pursuant hereto. 
Subject to Section 18 hereof, any extra expenditure incurred by Unit Operator 
by reason of the delivery in kind of any portion of the Unitized Substances 
shall be borne by the party responsible therefor under the controlling lease or 
contract. In the event any Working Interest Owner shall f a i l to take or other
wise adequately dispose of its proportionate share of the production from the 
Unitized Formation currently as and when produced, then so long as such 
condition continues, Unit Operator, for the account and at the expense of the 
Working Interest Owner of the Tract or Tracts concerned, and in order to avoid 
curtailing the operation of the Unit Area, may, but shall not be required to, 
se l l or otherwise dispose of such production to itself or to others on a day-
to-day basis, provided that a l l contracts of sale by the Unit Operator of any 
other party's share of Unitized Substances shall be only for such reasonable 
periods of time as are consistent with the minimum needs of the industry under 
the circumstances, but in no event shall any such contract be for a period in 
excess of one year, and at not less than the prevailing market price in the 
area for like production, and the account of such Working Interest Owner shall 
be charged therewith as having received such production. The net proceeds, i f 
any, of the Unitized Substances so disposed of by Unit Operator shall be paid 
to the Working Interest Owner of the Tract or Tracts concerned. Notwithstand
ing the foregoing, Unit Operator shall not make a sale into interstate commerce 
of any Working Interest Owner's share of gas production without first giving 
such Working Interest Owner sixty (60) days notice of such intended sale. 
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Any Working Interest Owner receiving in kind or separately dispos
ing of a l l or any part of the Unitized Substances allocated to any Tract, 
or receiving the proceeds therefrom i f the same is sold or purchased by 
Unit Operator, shall be responsible for the payment of a l l Royalty, over
riding royalty and production payments due thereon, and each such party 
shall hold each other Working Interest Owner harmless against a l l claims, 
demands and causes of action by owners of such Royalty, overriding royalty 
and production payments. 

I f , after the Effective Date of this Agreement, there i s any 
Tract or Tracts that are subsequently committed hereto, as provided in 
Section 4 (Expansion) hereof, or any Tract or Tracts within the Unit Area 
not committed hereto as of the Effective Date hereof but which are subse
quently committed hereto under the provisions of Section 14 (Tracts Quali
fied for Participation) and Section 33 (Nonjoinder and Subsequent Joinder), 
or i f any Tract is excluded from this Agreement as provided for in Section 
32 (Loss of Title), the schedule of participation as shown in Exhibit C, 
shall be revised by the Unit Operator; and the revised Exhibit C, upon 
approval by the Land Commissioner, shall govern the allocation of pro
duction on and after the effective date thereof until a revised schedule is 
approved as hereinabove provided. In any such revised Exhibit C, pursuant 
to this paragraph, the Tract Participation of the previously qualified 
Tracts shall remain in the same ratio one to the other. 

SECTION 16. FEA PRICING. I t i s anticipated that at the Effective 
Date hereof, crude o i l produced, saved and sold from the North Hobbs 
(Grayburg-San Andres) Unit will be subject to the rules and regulations of 
the Federal Energy Administration or i t s successor, herein referred to as 
"FEA". Such rules and regulations provide for the classification of crude 
oi l for pricing purposes as (a) Stripper Well Crude Oil, (b) Old Oil, and 
(c) Upper Tier Crude Oil. I t i s further anticipated that Unit Operator 
wi l l , in compliance with applicable FEA rules and regulations, prepare a 
unit-wide certification covering monthly crude o i l production from the 
unit, in which event i t will be necessary for Unit Operator to implement a 
method for the allocation of the unit certification among the Tracts compris
ing the unit. I t is the intention of the parties to this agreement that 
the interest owners in each Tract shall retain the regulatory benefits 
attributable to that Tract to the extent that the unit is legally permitted 
to retain such benefits. Under the FEA rules and regulations as of October 
1976, a unit certification i s allowed each month to include in the Upper 
Tier Crude Oil portion thereof, a constant number of barrels described by 
FEA rules and regulations as Imputed Upper Tier Crude Oil. The unit 
certification is further allowed each month to include in the Stripper Well 
Crude Oil portion thereof, a constant number of barrels described by FEA 
rules and regulations as Imputed Stripper Well Crude Oil. In view of the 
foregoing, and notwithstanding the provisions of Section 15 hereof, crude 
oi l produced, saved and sold from the unit shall be allocated as follows: 
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(a) Imputed Stripper Well Crude Oil. The firs t o i l produced, 
saved and sold each month up to a quantity equal to the unit's Imputed 
Stripper Well Crude Oil shall be allocated to Tracts contributing Imputed 
Stripper Well Crude Oil to the unit certification in proportion to their 
contributions of such Imputed Stripper Well Crude Oil. Should any Tract in 
any month be allocated out of unit production in accordance with i t s Tract 
Participation as set forth in this agreement, a total number of barrels of 
oi l that is less than the Imputed Stripper Well Crude Oil that such Tract 
has contributed to the unit certification, then such Tract's allocation of 
Imputed Stripper Well Crude Oil shall be reduced by the amount that the 
Imputed Stripper Crude Oil exceeds the amount of oil to be allocated in 
accordance with its Tract Participation. The amount in excess of i t s Tract 
Participation shall be termed Excess Imputed Stripper Well Crude Oil. The 
total Excess Imputed Stripper Well Crude Oil of a l l Tracts shall be allo
cated to a l l Tracts, including Tracts which have not contributed Imputed 
Stripper Well Crude Oil to the unit certification, in proportion to the 
quantities that the unit production allocated to a Tract by i t s Tract 
Participation exceeds the quantity of Imputed Stripper Well Crude Oil 
allocated to such Tract. 

(b) Imputed Upper Tier Crude Oil. Oil produced, saved, and sold 
each month from the unit after a quantity of oil equal to the Imputed 
Stripper Well Crude Oil is produced, saved and sold, up to a quantity equal 
to the Imputed Upper Tier Crude Oil, shall be allocated to those Tracts 
contributing Imputed Upper Tier Crude Oil to the unit certification in 
proportion to their contributions of such Imputed Upper Tier Crude Oil. 
Should any Tract in any month be allocated out of Unit production in 
accordance with i t s Tract Participation as set forth in this agreement, a 
total number of barrels of o i l that i s less than the sum of its Imputed 
Stripper Well Crude Oil, i t s Excess Imputed Stripper Well Crude Oil as 
provided in subparagraph (a) above, and i t s allocated Imputed Upper Tier 
Crude Oil, then such Tract's allocation of Imputed Upper Tier Crude Oil 
shall be reduced by the quantity that the sum of the Tract's Imputed 
Stripper Well Crude Oil, i t s Excess Imputed Stripper Crude Oil and i t s 
allocated Imputed Upper Tier Crude Oil exceeds the total quantity of oil to 
be allocated in accordance with its Tract Participation. The amount in 
excess of i t s Tract Participation shall be termed Excess Imputed Upper Tier 
Crude Oil. The total Excess Imputed Upper Tier Crude Oil of a l l Tracts 
shall be allocated to a l l Tracts, including Tracts which have not con
tributed Imputed Stripper Well Crude Oil and/or Imputed Upper Tier Crude 
Oil to the unit certification, in proportion to the quantities that the 
unit production allocated to a Tract by i t s Tract Participation exceeds the 
sum of the Imputed Stripper Well Crude, Excess Imputed Stripper Well Crude 
Oil and Imputed Upper Tier Crude Oil allocated to such Tract. 

(c) Upper Tier Crude Oil and Old Oil shall each be allocated to 
each Tract in proportion to the quantities that the unit production allocated 
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to a Tract by i t s Tract Participator exceeds the sum of the allocated 
Imputed Stripper Well Crude Oil, Excess Imputed Stripper Well Crude Oil, 
Imputed Upper Tier Crude Oil and Excess Imputed Upper Tier Crude Oil 
allocated to such Tract. 

The provisions of this Section 16 shall remain in effect only so 
long as necessary for the unit to comply with applicable laws, rules and 
regulations of appropriate governmental authorities. Should such laws, 
rules, and regulations hereafter change substantially so as to alter the 
basis for a certification of unit production as set forth above, then in 
such event a method of allocating the certification among the Tracts 
comprising the unit shall be implemented by Unit Operator which as nearly 
as possible achieves the above-stated intention hereof. In any event the 
provisions of this Section 16 shall automatically terminate in their 
entirety upon the production of 23,000,000 barrels of o i l after the Effective 
Date from the Unitized Formation underlying a l l Tracts described in the 
original Exhibit B hereof; thereafter a l l o i l produced, saved and sold from 
the unit shall, as to each and every category into which such production 
may then or thereafter be classified for pricing or other purposes, be 
allocated to a l l qualified Tracts in proportion to Tract Participation in 
accordance with the provisions of Section 15. The provisions of this 
section shall be deemed supplementary to the other provisions of this 
Agreement and the provisions of the Unit Operating Agreement so that nothing 
contained herein shall alter the terms of such agreements, including but 
not limited to the portions thereof dealing with Tract Participation, 
allocation of unit production, and allocation of investment and operating 
costs. 

SECTION 17. OUTSIDE SUBSTANCES. If gas obtained from any source 
other than the Unitized Formation i s introduced into the Unitized Formation 
for use in repressuring, stimulating of production or increasing ultimate 
recovery, which shall be in conformity with a Plan of Operation f i r s t 
approved by the Land Commissioner and the Division, a like amount of gas 
with appropriate deduction for loss or depletion from any cause may be 
withdrawn from unit wells completed in the Unitized Formation royalty free 
as to dry gas, but not royalty free as to the products extracted therefrom; 
provided that such withdrawal shall be at such time as may be provided in 
the approved Plan of Operation or as otherwise may be consented to or 
prescribed by the Land Commissioner and the Division as conforming to good 
petroleum engineering practices and provided further that such right of 
withdrawal shall terminate on the termination date of this Agreement. 

SECTION 18. ROYALTY SETTLEMENT. Any and a l l Royalty Owners who, 
under an existing contract, are entitled to take in kind a share of the 
substances produced from any Tract unitized hereunder, shall continue to be 
entitled to such right to take in kind their share of the Unitized Substances 
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allocated to such Tract, and Unit Operator shall make deliveries of such 
Royalty share taken i n kind i n conformity with the applicable contracts, 
laws and regulations. Settlement for Royalty not taken i n kind shall be 
made by Working Interest Owners responsible therefor under existing con
tracts, laws and regulations on or before the last day of each month for 
Unitized Substances produced during the preceding calendar month; provided, 
however, that nothing herein contained shall operate to relieve the lessees 
of any land from their respective lease obligations for the payment of any 
Royalty due under their leases, except that such Royalty shall be computed 
on Unitized Substances as allocated to each Tract i n accordance with the 
terms of this Agreement. With respect to Federal leases committed hereto 
on which the royalty rate depends upon the daily average production per 
well, such average production shall be determined i n accordance with the 
operating regulations pertaining to Federal leases as though the committed 
Tracts were included i n a single consolidated lease. 

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

A l l Royalty due the State of New Mexico and the United States of 
America and the other Royalty Owners hereunder shall be computed and paid 
on the basis of a l l Unitized Substances allocated to the respective Tract 
or Tracts committed hereto, i n l i e u of actual production from such Tract or 
Tracts. 

Each Royalty Owner (other than the State of New Mexico and the 
United States of America) that executes this Agreement represents and 
warrants that i t i s the owner of a Royalty Interest in a Tract or Tracts 
within the Unit Area as i t s interest is indicated i n Exhibit B attached 
hereto. I f any Royalty Interest i n a Tract or Tracts should be lost by 
t i t l e f a i lure or otherwise i n whole or i n part, during the term of this 
Agreement, then the Royalty Interest of the party representing himself to 
be the owner hereof shall be reduced proportionately and the interests of 
a l l parties shall be adjusted accordingly. 

SECTION 19. RENTAL SETTLEMENT. Rentals or minimum Royalties due 
on leases committed hereto shall be paid by Working Interest Owners responsi
ble therefor under existing contracts, laws and regulations provided that 
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nothing herein contained shall operate to relieve the lessees of any land 
from their respective lease obligations for the payment of any rental or 
minimum Royalty in lieu thereof, due under their leases. Rental for lands 
of the State of New Mexico subject to this Agreement shall be paid at the 
rate specified in the respective leases from the State of New Mexico. 
Rental or minimum Royalty for lands of the United States of America subject 
to this Agreement shall be paid at the rate specified in the respective 
leases from the United States of America, unless such rental or minimum 
Royalty is waived, suspended or reduced by law or by approval of the 
Secretary or his duly authorized representative. 

SECTION 20. CONSERVATION. Operations hereunder and production 
of Unitized Substances shall be conducted to provide for the most economical 
and efficient recovery of said substances without waste, as defined by or 
pursuant to Federal and State laws and regulations. 

SECTION 21. DRAINAGE. The Unit Operator shall take appropriate 
and adequate measures to prevent drainage of Unitized Substances from 
Unitized Land by wells on land not subject to this Agreement. 

The Unit Operator, upon approval by the Working Interest Owners 
and the Land Commissioner, i s hereby empowered to enter into a border line 
agreement or agreements with working interest owners of adjoining lands not 
subject to this Agreement with respect to operation in the border area for 
the maximum economic recovery, conservation purposes and proper protection 
of the parties and interest affected. 

SECTION 22. LEASES AND CONTRACTS CONFORMED AND EXTENDED. The 
terms, conditions and provisions of a l l leases, subleases and other contracts 
relating to exploration, drilling, development or operation for o i l or gas 
on lands committed to this Agreement are hereby expressly modified and 
amended to the extent necessary to make the same conform to the provisions 
hereof, but otherwise to remain in f u l l force and effect, and the parties 
hereto hereby consent that the Land Commissioner and the Secretary of the 
Interior of the United States of America (hereinafter referred to as 
"Secretary"), respectively, shall and by their approval hereof, or by the 
approval hereof by their duly authorized representatives, do hereby establish, 
alter, change or revoke the drilling, producing, rental, minimum Royalty 
and Royalty requirements of State and Federal leases committed hereto and 
the regulations in respect thereto to conform said requirements to the pro
visions of this Agreement. 

Without limiting the generality of the foregoing, a l l 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 ful l performance of a l l 
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obligations for development and operation with respect to each part or 
separately owned Tract subject to this Agreement, regardless of whether 
there i s any development of any particular part or Tract of the Unit Area, 
notwithstanding anything to the contrary i n any lease, operating agreement 
or other contract by and between the parties hereto, or their respective 
predecessors i n interest, or any of them. 

(b) D r i l l i n g , producing or enhanced recovery operations performed 
hereunder shall be deemed to be performed upon and for the benefit of each 
Tract, and no lease shall be deemed to expire by reason of failure to 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 a l l 
unitized lands pursuant to direction or consent of the Land Commissioner 
and the Secretary, or their duly authorized representatives, shall be 
deemed to constitute such suspension pursuant to such direction or consent 
as to each Tract of Unitized Lands. 

(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 and gas which by i t s terms might 
expire prior to the termination of this Agreement, i s hereby extended 
beyond any such term so provided therein, so that i t shall be continued i n 
f u l l force and effect for and during the term of this Agreement. 

(e) Any lease embracing lands of the State of New Mexico which 
is made subject to this Agreement shall continue i n force beyond the term 
provided therein as to the lands committed hereto u n t i l the termination 
hereof. 

(f ) Any lease embracing lands of the State of New Mexico having 
only a portion of i t s land committed hereto shall be segregated as to that 
portion committed and that not committed, and the terms of such lease shall 
apply separately to such segregated portions commencing as of the Effective 
Date hereof. Provided, however, that notwithstanding any of the provisions 
of this Agreement to the contrary, such lease shall continue i n f u l l force 
and effect beyond the term provided therein as to a l l lands embraced i n 
such lease i f o i l or gas i s , or has heretofore been discovered i n paying 
quantities on some part of the lands embraced in such lease committed to 
this Agreement or, so long as a portion of the Unitized Substances produced 
from the Unit Area i s , under the terms of this Agreement, allocated to the 
portion of the lands covered by such lease committed to this Agreement, or, 
at any time during the term hereof, as to any lease that is then valid and 
subsisting and upon which the lessee or the Unit Operator is then engaged 
in bona fide d r i l l i n g , reworking, or improved recovery operations on any 
part of the lands embraced in such lease, then the same as to a l l lands 
embraced therein shall remain i n f u l l force and effect so long as such 
operations are d i l i g e n t l y prosecuted, and i f they result i n the production 
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of o i l or gas, said lease shall continue in fu l l force and effect as to 
a l l of the lands embraced therein, so long thereafter as oil or gas in 
paying quantities is being produced from any portion of said lands. 

(g) The segregation of any Federal lease committed to this 
Agreement is governed by the following provision in the fourth paragraph 
of Section 17 (j) of the Mineral Leasing Act, as amended by the Act of 
September 2, 1960, (74 Stat. 781-784): "Any (Federal) lease heretofore 
or hereafter committed to any such (unit) plan embracing lands that are 
in part within and in part outside of the area covered by any such plan 
shall be segregated into separate leases as to the lands committed and 
the lands not committed as of the effective date of unitization; provided, 
however, that any such lease as to the non-unitized portion shall continue 
in force and effect for the term thereof but for not less than two years 
from the date of such segregation and so long thereafter as oil or gas 
is produced in paying quantities." 

SECTION 23. COVENANTS RUN WITH LAND. The covenants herein 
shall be construed to be covenants running with the land with respect to 
the interests 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 a l l privileges and obligations hereunder 
by the grantee, transferee or other successor in interest. No assignment 
or transfer of any Working 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, or acceptable photostatic or 
certified copy of the recorded instrument of transfer; and no assignment 
or transfer of any Royalty Interest subject hereto shall be binding upon 
the Working Interest Owner responsible therefor until the f i r s t day of 
the calendar month after said Working Interest Owner i s furnished with 
the original or acceptable photostatic or certified copy of the recorded 
instrument of transfer. 

SECTION 24. EFFECTIVE DATE AND TERM. This Agreement shall 
become binding upon each party who executes or ratifies i t as of the 
date of execution or ratification by such party and shall become effective 
on the f i r s t day of the calendar month next following the approval of 
this Agreement by the Land Commissioner and the Division, and the filing 
by Unit Operator of this Agreement or notice thereof for record in the 
office of the County Clerk of Lea County, New Mexico. Unit Operator 
shall not f i l e this Agreement or notice thereof for record, and hence 
this Agreement shall not become effective, unless such filing i s approved 
by Working Interest Owners owning a combined Phase I I I Unit Participation 
of at least eighty percent (80%) as to a l l Tracts then qualified under 
the provisions of Section 14. 

If this Agreement does not become effective on or before January 1, 
1980, i t shall ipso facto expire on said date (hereinafter called "expiration 
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date") and thereafter be of no further force or effect, unless prior thereto 
this Agreement has been executed or r a t i f i e d by Working Interest Owners 
owning a combined Phase I I I Unit Participation of at least seventy-five percent 
(75%), and the owners of at least seventy-five percent (75%) of such Working 
Interest committed to this Agreement have decided to extend said expiration 
date for a period not to exceed one year (hereinafter called "extended 
expiration date"). I f said expiration date is so extended and this Agreement 
does not become effective on or before said extended expiration date, i t 
shall ipso facto expire on said extended expiration date and thereafter be 
of no further force or effect. 

Unit Operator shall, within t h i r t y (30) days after the Effective 
Date of this Agreement, f i l e for record i n the office of the County Clerk 
of Lea County, New Mexico, a ce r t i f i c a t e to the effect that this Agreement 
has become effective i n accordance with i t s terms and stating the Effective 
Date. 

The term of this Agreement shall be for and during the time that 
Unitized Substances are produced from the Unitized Land and so long there
after as d r i l l i n g , reworking or other operations (including enhanced recovery 
operations) are prosecuted thereon without cessation of more than ninety 
(90) consecutive days unless sooner terminated as herein provided. 

This Agreement may be terminated with the approval of the Land 
Commissioner by Working Interest Owners owning eighty percent (80%) or more 
of the Unit Participation then i n effect whenever such Working Interest 
Owners determine that Unit Operations are no longer profitable or i n the 
Interest of conservation. Upon approval, such termination shall be 
effective as of the f i r s t day of the month after said Working Interest 
Owners' determination. Notice of any such termination shall be f i l e d by 
Unit Operator i n the office of the County Clerk of Lea County, New Mexico, 
within t h i r t y (30) days of the effective date of termination. 

Upon termination of this Agreement, the parties hereto shall be 
governed by the terms and provisions of the leases and contracts affecting 
the separate Tracts just as i f this Agreement had never been entered into. 

I f not otherwise provided by the leases unitized under this 
Agreement, Royalty Owners hereby grant Working Interest Owners a period of 
six months after termination of this Agreement i n which to salvage, s e l l , 
distribute or otherwise dispose of the personal property and f a c i l i t i e s 
used i n connection with Unit Operations. 

SECTION 25. RATE OF PRODUCTION AND DISPOSAL THEREOF. A l l 
production and the disposal thereof shall be i n conformity with allocations 
and quotas made or fixed by any duly authorized person or regulatory body 
under any Federal or State statute. 
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SECTION 26. NONDISCRIMINATION. Unit Operator in connection with 
the performance of work under this Agreement relating to leases of the 
United States agrees to comply with the provisions of Exhibit D attached 
hereto and made a part hereof. 

SECTION 27. APPEARANCES. Unless a different representative is 
designated by working Interest Owners, Unit Operator shall have the right 
to appear for or on behalf of any interests affected hereby before the Land 
Commissioner, the Department of the Interior of the United States of 
America, and the Division, and to appeal from any order issued under the 
rules and regulations of the Land Commissioner, the Department or the 
Division, or to apply for relief from any of said rules and regulations or 
in any proceedings relative to operations before the Land Commissioner, the 
Department or the Division or any other legally constituted authority; 
provided, however, that any other interested party shall also have the 
right at his or i t s own expense to be heard in any such proceeding. 

SECTION 28. NOTICES. All notices, demands, objections or statements 
required hereunder to be given or rendered to the parties hereto shall be 
deemed fully given i f made in writing and personally delivered to the party 
or parties or sent by postpaid certified or registered mail, addressed to 
such party or parties at their respective addresses set forth in connection 
with the signatures hereto or to the ratification or consent hereof or to 
such other address as any such party or parties may have furnished in 
writing to the party sending the notice, demand or statement. 

SECTION 29. NO WAIVER OF CERTAIN RIGHTS. Nothing in this Agree
ment 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 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; provided, however, each party hereto covenants that i t 
wil l not resort to any action to partition the Unitized Land or the Unit 
Equipment. 

SECTION 30. EQUIPMENT AND FACILITIES NOT FIXTURES ATTACHED TO 
REALTY. Each Working Interest Owner has heretofore placed and used on its 
Tract or Tracts committed to this Agreement various well and lease equip
ment and other property, equipment and fac i l i t i e s . I t is also recognized 
that additional equipment and facilities may hereafter be placed and used 
upon the Unitized Land as now or hereafter constituted. Therefore, for a l l 
purposes of this Agreement a l l such equipment shall be considered to be 
personal property and not fixtures attached to realty. Accordingly, a l l 
such well and lease equipment and personal property is hereby severed from 
the mineral estates affected by this Agreement, and i t is agreed that a l l 
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such equipment and personal property shall be and remain personal property 
of the Working Interest Owners for a l l purposes and the rights and interests 
therein as among Working Interest Owners shall be as set forth i n the Unit 
Operating Agreement. 

SECTION 31. UNAVOIDABLE DELAY. A l l obligations under this 
Agreement requiring the Unit Operator to commence or continue enhanced 
recovery operations or to operate on or produce Unitized Substances from 
any of the lands covered by this Agreement shall be suspended while, but 
only so long as, the Unit Operator, despite the exercise of due care and 
diligence, is prevented from complying with such obligations, i n whole or 
in part, by strikes, acts of God, Federal, State or municipal law or 
agency, unavoidable accident, uncontrollable delays i n transportation, 
i n a b i l i t y to obtain necessary materials i n open market, or other matters 
beyond the reasonable control of the Unit Operator whether similar to 
matters herein enumerated or not. 

SECTION 32. LOSS OF TITLE. In the event t i t l e to any Tract of 
Unitized Land shall f a i l so as to render the Tract inoperable under this 
Agreement and the true owner cannot be induced to j o i n this Agreement, such 
Tract shall be automatically regarded as not committed hereto as of the 
f i r s t day of the calendar month i n which the fa i l u r e of t i t l e i s determined 
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 interest subject 
hereto, payment or delivery on account thereof may be withheld without 
l i a b i l i t y or interest u n t i l the dispute is f i n a l l y settled; provided, that 
as to State or Federal land or leases, no payments of funds due the State 
of New Mexico or the United Sates of America shall be withheld, but such 
funds shall be deposited as directed by the Land Commissioner and/or the 
Oil and Gas Supervisor of the United States Geological Survey (hereinafter 
referred to as "Supervisor"), as the case may be, to be held as unearned 
money pending f i n a l settlement of the t i t l e dispute, and then applied as 
earned or returned i n accordance with such f i n a l settlement. 

Unit Operator as such is relieved from any responsibility for any 
defeat or failure of any t i t l e hereunder. 

SECTION 33. NONJOINDER AND SUBSEQUENT JOINDER. Joinder by any 
Royalty Owner, at any time, must be accompanied by appropriate joinder of 
the corresponding Working Interest Owner i n order for the interest of such 
Royalty Owner to be regarded as effectively committed. Joinder to this 
Agreement by a Working Interest Owner, at any time, must be accompanied by 
appropriate joinder to the Unit Operating Agreement in order for such 
interest to be regarded as effectively committed to this Agreement. 

Any o i l or gas interest i n the Unitized Formation not committed 
hereto prior to submission of this Agreement to the Land Commissioner for 
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final approval may thereafter be committed hereto upon compliance with the 
applicable provisions of this Section and of Section 14 (Tracts Qualified 
for Participation) hereof, at any time up to the Effective Date hereof on 
the same basis of participation as provided in said Section 14, by the 
owner or owners thereof subscribing, ratifying, or consenting in writing to 
this Agreement and, i f the interest i s a Working Interest, by the owner of 
such interest subscribing also to the Unit Operating Agreement. 

It i s understood and agreed, however, that from and after the 
Effective Date hereof the right of subsequent joinder as provided in this 
Section shall be subject to such requirements or approvals and on such 
basis and effective as of such date as may be agreed upon by Working Interest 
Owners owning not less than sixty-five percent (65%) of the Unit Partici
pation then in effect, and approved by the Land Commissioner. Such subse
quent joinder by a proposed Working Interest Owner must be evidenced by his 
execution or ratification of this Agreement and the Unit Operating Agree
ment and, where State or Federal land i s involved, such joinder must be 
approved by the Land Commissioner or Supervisor. Such joinder by a proposed 
Royalty Owner must be evidenced by his execution, ratification or consent 
of this Agreement and must be consented to in writing by the Working Interest 
Owner responsible for the payment of any benefits that may accrue hereunder 
in behalf of such proposed Royalty Owner. Except as may be otherwise 
herein provided, subsequent joinder to this Agreement shall be effective as 
of the fi r s t day of the month following the filing with the Land Commissioner 
of duly executed counterparts of any and a l l documents necessary to establish 
effective commitment of any Tract or interest to this Agreement, unless 
objection to such joinder by the Land Commissioner is duly made within 
sixty (60) days after such filing. 

SECTION 34. COUNTERPARTS. This Agreement may be executed in any 
number of counterparts, no one of which needs to be executed by a l l parties 
and may be ratified or consented to by separate instrument in writing, 
specifically referring hereto, and shall be binding upon a l l those parties 
who have executed such a counterpart, ratification or consent hereto with 
the same force and effect as i f a l l parties had signed the same document, 
and regardless of whether or not i t is executed by a l l other parties owning 
or claiming an interest in the land within the above described Unit Area. 

SECTION 35. JOINDER IN DUAL CAPACITY. Execution as herein 
provided by any party as either a Working Interest Owner or a Royalty Owner 
shall commit a l l interests owned or controlled by such party; provided, 
that i f the party is the owner of a Working Interest, he must also execute 
the Unit Operating Agreement. 

SECTION 36. TAXES. Each party hereto shall, for its own account, 
render and pay its share of any taxes levied against or measured by the 
amount or value of the Unitized Substances produced from the Unitized Land; 
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provided, however, that i f i t is required or i f i t be determined that the 
Unit Operator or the several Working Interest Owners must pay or advance 
said taxes for the account of the parties hereto, i t is hereby expressly 
agreed that the parties so paying or advancing said taxes shall be reimbursed 
therefor by the parties hereto, including Royalty Owners, who may be responsi
ble for the taxes on their respective allocated share of said Unitized 
Substances. No taxes shall be charged to the United States or to the State 
of New Mexico, nor to any lessor who has a contract with a lessee which 
requires his lessee to pay such taxes. 

SECTION 37. NO PARTNERSHIP. The duties, obligations and l i a 
b i l i t i e s of the parties hereto are intended to be several and not joint or 
collective. This Agreement is not intended to create, and shall not be 
construed to create, an association or trust, or to impose a partnership 
duty, obligation or liability with regard to any one or more of the parties 
hereto. Each party hereto shall be individually responsible for it s own 
obligations as herein provided. 

SECTION 38. PRODUCTION AS OF THE EFFECTIVE DATE. Unit Operator 
shall make a proper and timely gauge of a l l lease storage tanks (excluding 
separation and treating equipment) within the Unitized Area in order to 
ascertain the amount of merchantable o i l above the pipe line connection in 
such tanks as of the Effective Date hereof. All such oil which has then 
been produced in accordance with established allowables shall be and remain 
the property of the Working Interest Owner entitled thereto, the same as i f 
the unit had not been formed; and the responsible Working Interest Owner 
shall promptly remove said o i l from the Unitized Land. Any such o i l not so 
removed shall be sold by Unit Operator for the account of such Working 
Interest Owners, subject to the payment of a l l Royalty to Royalty Owners 
under the terms hereof. The o i l that is in excess of the prior allowable 
of the wells from which i t was produced shall be regarded as Unitized 
Substances produced after Effective Date hereof. 

I f , as of the Effective Date hereof, any Tract is overproduced 
with respect to the allowable of the wells on that Tract and the amount of 
over-production has been sold or otherwise disposed of, such over-production 
shall be regarded as a part of the Unitized Substances produced after the 
Effective Date hereof and shall be charged to such Tract as having been 
delivered to the parties entitled to Unitized Substances allocated to such 
Tract. 

SECTION 39. STATUTORY UNITIZATION. If and when Working Interest 
Owners owning at least seventy-five percent (75%) of the Phase I, Phase I I 
and Phase I I I Unit Participation and Royalty Owners owning at least seventy-
five percent (75%) of the Phase I , Phase I I and Phase I I I Royalty Interest 
have become parties to this Agreement or have approved this Agreement in 
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writing and such Working Interest Owners have also become parties to the 
Unit Operating Agreement, Unit Operator may make application to the Division 
for statutory unitization of the uncommitted interests pursuant to the 
Statutory Unitization Act (Chap. 65, Art. 14, N.M.S. 1953 Ann.). If such 
application is made and statutory unitization i s approved by the Division, 
then effective as of the date of the Division's order approving statutory 
unitization, this Agreement and/or the Unit Operating Agreement shall 
automatically be revised and/or amended in accordance with the following: 

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

"SECTION 14. TRACTS QUALIFIED FOR PARTICIPATION. On and 
after the Effective Date hereof, a l l Tracts within the Unit Area shall be 
entitled to participation in the production of Unitized Substances." 

(2) Section 24 of this Agreement shall be revised by substituting 
for the f i r s t three paragraphs of said section the following: 

"SECTION 24. EFFECTIVE DATE AND TERM. This Agreement shall 
become effective on the f i r s t day of the calendar month next following the 
effective date of the Division's order approving statutory unitization upon 
the terms and conditions of this Agreement, as amended (if any amendment is 
necessary) to conform to the Division's order; approval of this Agreement, 
as so amended, by the Land Commissioner; and the filing by Unit Operator of 
this Agreement or notice thereof for record in the office of the County 
Clerk of Lea County, New Mexico. Unit Operator shall not f i l e this Agreement 
or notice thereof for record, and hence this Agreement shall not become 
effective, unless within ninety (90) days after the date a l l other pre
requisites for effectiveness of this Agreement have been satisfied, such 
filing i s approved by Working Interest Owners owning a combined Phase I I I 
Unit Participation of at least sixty-five percent (65%) as to a l l Tracts 
within the Unit Area. 

"Unit Operator shall, within thirty (30) days after the 
Effective Date of this Agreement, f i l e for record in the office of the 
County Clerk of Lea County, New Mexico, a certificate to the effect that 
this Agreement has become effective in accordance with i t s terms, therein 
identifying the Division's order approving statutory unitization and 
stating the Effective Date." 

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

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

Ca) I f any amendment of this Agreement has the effect of reducing 
any Royalty Owner's participation i n the production of Unitized Substances, 
such Royalty Owner shall not be deemed to have hereby approved the amended 
agreement without the necessity of further approval i n writing by said 
Royalty Owner; and 

(b) I f any amendment of this Agreement and/or the Unit Operating 
Agreement has the effect of reducing any Working Interest Owner's p a r t i c i 
pation in the production of Unitized Substances or increasing such Working 
Interest Owner's share of Unit Expense, such Working Interest Owner shall 
not be deemed to have hereby approved the amended agreements without the 
necessity of further approval i n writing by said Working Interest Owner. 

IN WITNESS WHEREOF, the parties hereto have caused this Agreement 
to be executed and have set opposite their respective names the date of 
execution. 

Date: M 3L tint 

STATE OF TEXAS 

COUNTY OF HARRIS 

SHELL OIL COMPANY 
Unit Operato» and Working Iifterest Owner 

APPROVED 
Attorney i n Fact 

ROBERT L. AVARY 
P. 0. Box 991 

Houston, Texas 77001 

of 
Attorney i n 
of said corporation 

The foregoing instrument was acknowledged before me this day 
/ j u i ^ l i - , 1978, by ROBERT L AVARY , 
n Fact f<yr SHELL OIL COMPANY, a Delaware corporation, on behalf 

My Commission expires: r 

BELINDA ROEBER ^j^jdUi^dbUC^ 
Notary Public in and for Harris County, Texas C — 

MW rnmmkcion F>mrP. I„I» 7i iq?̂  Notary Public i n and f o r 
Harris County, Texas 
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EXHIBIT C 
ATTACHED TO UNIT AGREEMENT 

NORTH HOBBS (GRAYBURG-SAN ANDRES) UNIT 
LEA COUNTY, NEW MEXICO 

TRACT PARTICIPATION 

Tract 
No. 

Phase I 
Tract Participation 

Oil Gas 
Phase I I 

Oil Gas 
Phase I I I 

Oil Gas 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10A 
10B 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33A 
33B 
34 
35 
36 
37 
38 
39 
40 

0.04166 
0.04372 
0.03122 
0.11473 
0.05364 
0.05157 
0.33855 
0.00000 
0.26552 
0.04139 
0.00000 
0.00000 
0.02525 
0.08746 
0.17327 
0.38534 
0.17539 
0.02662 
0.00853 
0.46388 
0.00082 
0.02651 
0.00000 
0.06415 
2.13208 
0.38428 
0.73038 
4.99981 
1.55912 
0.71513 
0.33636 
4.47471 
3.19363 
0.14618 
0.09081 
0.02065 
0.09228 
0.01133 
0.12986 
0.00209 
0.03247 
0.29448 

0.00929 
0.08878 
0.03430 
0.35014 
0.16616 
0.04476 
0.86416 
0.00000 
0.85119 
0.02411 
0.00000 
0.00000 
0.01680 
0.42917 
0.14273 
0.10378 
0.20016 
0.21697 
0.01565 
0.84657 
0.00000 
0.02649 
0.00000 
0.14318 
2.55190 
0.49151 
1.66052 
6.08021 
3.04417 
0.53634 
0.22798 
1.84752 
0.95292 
0.74487 
0.36334 
0.08343 
0.10744 
0.00022 
0.22612 
0.00000 
0.03270 
0.19819 

0.03449 
0.03496 
0.02643 
0.10166 
0.03382 
0.03087 
0.28554 
0.00000 
0.20781 
0.03640 
0.00000 
0.00000 
0.02093 
0.08048 
0.17730 
0.40126 
0.16097 
0.02300 
0.00013 
0.44274 
0.00000 
0.02300 
0.00000 
0.05085 
2.18100 
0.34282 
0.65783 
4.72987 
1.44073 
0.61650 
0.32699 
4.52936 
2.97689 
0.13607 
0.08239 
0.00990 
0.07279 
0.00688 
0.10695 
0.00000 
0.02415 
0.32197 

0.00764 
0.07047 
0.02884 
0.30838 
0.10370 
0.02715 
0.74135 
0.00000 
0.63155 
0.02107 
0.00000 
0.00000 
0.01383 
0.39277 
0.01745 
0.06477 
0.18270 
0.18628 
0.00140 
0.97367 
0.00000 
0.02283 
0.00000 
0.11264 
2.79399 
0.39731 
1.95237 
6.64223 
3.44263 
0.37304 
0.17396 
1.85495 
0.68503 
0.68822 
0.32777 
0.03948 
0.08411 
0.00013 
0.18492 
0.00000 
0.02412 
0.19398 

0.13978 
0.20696 
0.08361 
0.29162 
0.19769 
1.35192 
2.37454 
2.11560 
1.29435 
0.03576 
0.00504 
0.07277 
0.10735 
0.03529 
0.01819 
0.03134 
0.17130 
0.13047 
0.19617 
0.39268 
0.04338 
0.08569 
0.09207 
0.13035 
0.93009 
1.37055 
2.93591 
3.68081 
2.98865 
1.11779 
0.71532 
2.18451 
1.39212 
0.45033 
0.16981 
0.23908 
0.34319 
0.03147 
0.38811 
0.08529 
0.17221 
0.44016 

0.13978 
0.20696 
0.08361 
0.29162 
0.19769 
1.35192 
2.37454 
2.11560 
1.29435 
0.03576 
0.00504 
0.07277 
0.10735 
0.03529 
0.01819 
0.03134 
0.17130 
0.13047 
0.19617 
0.39268 
0.04338 
0.08569 
0.09207 
0.13035 
0.93009 
1.37055 
2.93591 
3.68081 
2.98865 
1.11779 
0.71532 
2.18451 
1:39212 
0.45033 
0.16981 
0.23908 
0.34319 
0.03147 
0.38811 
0.08529 
0.17221 
0.44016 



EXHIBIT C (CONT'D) 

Tract Participation 
Tract Phase I Phase I I Phase I I I 
No. 

41 
42 
43 
44 
45 
46 
47 r 
48 
49 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60A 
60B 
61A 
61B 
62 
63 
64 
65 
66 
67 
68 
69 
70 
71 
72 
73 
74 
75A 
75B 
76 
77 
78 
79 
80 
81 
82 
83 

Oil 

0.07122 
3.15134 
0.66554 
3.36952 
3.64803 
1.83355 
3.37645 
0.59298 
1.37425 
0.10528 
2.01126 
0.87710 
2.75083 
2.07685 
2.25105 
2.29333 
2.91562 
4.16481 
6.45317 
0.00000 
0.12511 
1.19303 
1.06871 
1.15101 
1.15287 
0.34355 
0.37764 
2.28031 
2.17917 
0.96616 
1.84129 
4.69790 
1.47100 
0.91041 
2.09767 
3.40184 
0.64903 
0.95673 
2.34959 
1.22093 
0.22719 
2.40938 
0.92642 
0.14029 
0.11572 
0.00000 

Gas 

0.10996 
1.54441 
2.24437 
2.34840 
5.02853 
1.44175 
2.81163 
0.67176 
2.13844 
0.20806 
3.66274 
1.36727 
0.69483 
1.66517 
0.82559 
0.86934 
1.58446 
3.27379 
2.42299 
0.00000 
0.20973 
0.63995 
0.35937 
0.54376 
0.73483 
0.18078 
0.10272 
0.55014 
4.86684 
1.17272 
3.13857 
10.71660 
2.42416 
1.42477 
3.87053 
2.08463 
2.04432 
0.94199 
0.78709 
0.44131 
0.32052 
2.20153 
1.33618 
0.18401 
0.08569 
0.00000 

Oil 

0.06099 
3.09110 
0.49553 
3.41061 
3.75614 
1.86777 
3.25911 
0.59347 
1.32399 
0.09598 
2.10178 
0.86847 
2.95624 
2.28579 
2.43208 
2.52115 
2.97071 
4.73239 
6.70337 
0.00000 
0.10695 
1.22347 
1.06806 
1.17464 
1.17515 
0.31251 
0.37040 
2.47569 
2.11608 
0.84228 
1.80030 
4.50257 
1.45514 
0.83110 
1.86731 
3.62040 
0.75492 
0.94712 
2.36589 
1.17282 
0.19658 
2.30652 
0.82805 
0.11442 
0.10923 
0.00000 

Gas 

0.09355 
0.98477 
1.65710 
2.43179 
5.47228 
1.44663 
2.40472 
0.77563 
2.01128 
0.15187 
4.19663 
1.15993 
0.79733 
1.41654 
0.68204 
0.78810 
1.46117 
3.32535 
1.71870 
0.00000 
0.17812 
0.69663 
0.34590 
0.58368 
0.57763 
0.04725 
0.05957 
0.56246 
5.31231 
1.04205 
3.72411 
12.36430 
2.76787 
1.54778 
4.01469 
1.60923 
2.40868 
0.84174 
0.87467 
0.38108 
0.18989 
1.71149 
1.18726 
0.14900 
0.08047 
0.00000 

Oil 

0.26713 
1.16515 
0.98320 
1.86735 
2.83435 
1.98935 
6.10957 
0.42645 
1.40956 
0.23925 
2.84880 
1.23597 
2.50776 
1.09210 
0.24963 
0.10685 
3.07756 
1.68555 
0.33242 
0.00022 
0.00636 
0.09076 
0.01963 
0.11411 
0.31108 
0.01466 
0.01661 
0.37923 
3.40765 
2.48452 
2.49011 
7.98097 
2.04430 
2.56349 
3.47646 
3.75733 
2.09583 
2.00533 
2.52494 
0.70944 
0.43429 
1.96469 
0.67264 
0.60098 
0.11949 
0.04756 

Gas 

0.26713 
1.16515 
0.98320 
1.86735 
2.83435 
1.98935 
6.10957 
0.42645 
1.40956 
0.23925 
2.84880 
1.23597 
2.50776 
1.09210 
0.24963 
0.10685 
3.07756 
1.68555 
0.33242 
0.00022 
0.00636 
0.09076 
0.01963 
0.11411 
0.31108 
0.01466 
0.01661 
0.37923 
3.40765 
2.48452 
2.49011 
7.98097 
2.04430 
2.56349 
3.47646 
3.75733 
2.09583 
2.00533 
2.52494 
0.70944 
0.43429 
1.96469 
0.67264 
0.60098 
0.11949 
0.04756 

100.00000 100.00000 100.00000 100.00000 100.00000 100.00000 
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EXHIBIT D 
mt-470-i la-TD 
BnaaOICa. AffENDIX 

"FEDERAL CONTRACT PROVISIONS" 

The foliWng pccrraiocM arc iaearaocaced ia the agrtetacnt to which out Appendix a attached and dull tx applicable to ch* perries 
ih*rtii**n if aad to the acttac eueb. agreement a a tttbeoatract or purchase order under a fttdarii contrmct tu>d ioclutttoo of such pravwona a re-
i|nirid under ippticable Executive Orders or Governmtmt Procurement Regiiiacioas: 

EQUAL OrTORTONITY CLAUSE 
(Executive Ordtcr 11244) 

(A) Contractor it m r i of aad to rally mfocmed of Contractor1! reepocinrrilinei antler Executive Order 11244 and ahall file compli-
aaca ream aa required by Secoon 203 of Executive Ordor 1124* and citherwise coco ply with tht requtrt meats of auch order. 

(B) Contractor ahaU be bonad by and acme* co tho foUsmng provmioaa aa ron rained ia Secuoti 202 of Extensive Order 11246, to 
arte 

"(1) Tho Contractor will aot dnCTatinate spinet any employee oc applicant for emptor meat because of race, color, 
inllgiin, ax oc 0100011 origin. Tho Contractor wtB tab* effiriiiarxve actioa to ensure chat applicant! ar* employed, aad due 
cvxtjtoyeejt ace trotted daring imptn iotoiu. •Irlintic regard to their roc*, color, religion, tea at national origin. Suoh action ahall 
tocbidi. bat not be United co the tottowinf: mptoytaowt, upgrading, dernocioo. or craaa&r. rncrtociaeru ac recruioaeat adver-
twsne. Uvo/T nr its wsasll mof pny ae npW heme of r « - [ » . . r i , . .mA H r t - l ~ — ~ - f l .^t- | .fj—ri—.fciy. 
Tho Conttrotror agree* to pott in fnaapicuial placrt. available to cmpioyeee and applicant* foe employment, nntaoti to bo pro-
vtdad by the contracting officer totcatf torch cb* ptmilisini of tbat nnnrfltrrlialaoriiin daaee. 

"(2| TlwCoottroctarwtlLiaoaoo^ 
ttooo chat a Tanftorl •panrtnti will receive rnniidtrtria* ear emploimwt without regard eo net, ctMoc, reiepon, tax, or 
na lineal origin. 

"(3) The Contractor wal send to each labor union or rinrteamiliia a f workers wtth which he hat a coUectire bargain
ing aevaeenent or other contract or iinilia*ii*rlsng, a acttjee. to be prtrtitlod by th* agency contracting officer, advtfag tho labor 
aaaaa or westers' roeraoonroriio of tht Concractor'i rniaotbotoett under Sacnoo 202 of Eiecucree Ordor 1124* of Septem
ber 24, 1965. aad shall poet copses of the notice tn consctcuou. piecee amenable to employes* and appticaata for employment, 

-<4) The Contractor will comply with sfl ytuiiaicen of Ijtactattm Ortke- Wo, 11244 of September 24,1965, tad of the 
rait*, nnalatinni, aad toloioar urdori of dot Secretary of Labor. 

"(S) Toe Contractor will faraam tfl iafoc^^ 11246 of September 24, 
1H5. aad by th* rake, ritjoltrloai, and olden of cb* Souomt of Labor, ar purmanr thereto, and wal permit accrue to bit 
boefca, records, and accounts by cb* taauntllng agency aad tho taeraiety of Labot tor pntpoani of liiMstlgiliu* toaatmrtain 
rnaplltari with inch roles, itnolirinm, and order*. 

"(6) 111 lilt II tal II filit rnnmiin'i imai implimi iiiib iht iiiinilbiiinintliii* iltmii nf lliii i iiaiitu in ee * i la n j 
of mch natea, remilsiinna, or oraera, thai cuntricl may be ranriltod, mariaoioil. or mnjinrli l at whtita oc a cw arid trie Coa-
tnctor may be rlerlararl btamaW* for ruithar Cuinomenl roniracti ta irrnrrlion with munoduiot aatliotiond in Executive 
Ckner No. 11246 of September 24,1965, tad each other areatxiona may be impoeed and rerrmdiea invoked at pravirled ta Sxac 
ucara Order No. 11246 of September 24,196J, or by rule, rtfuiaoona, or order of the Secretary of Labor, or aa ocherwiae pro-
need by law. 

"(7) Th* Contractor will ragaude the proiiainni of Paranrtpha (1) dtrangb (7) in every mbcontract or rarthite order 
uttleaa atempted by reiea, rnpiltrioai a* ordara of ch* Secretary of Labor ieaned poramaae co Secoon 204 of Executive Order 
No. 11244 of September 24,1943. to that each pi otirinai will be Hading anna each nibctniuai tne or i an dot. Th* Contractor 
witt take action with rapect Co aay aabcontract or tmrchaae order aa the mill ai ling aarncy amy direct aa a tattei of tmforc-
iag tmch praemiam tjartarHag aitrimi tar acmcompliaace; provided. hoeMal, chat in ch* event th* Contractor becomer 
uivoared ia, or ia ehtitrietil warn, lirtgirtn* wkh a mhrnnlTicrnr ar i tetltir at a raatk of aach direction by the contraccmf 
ayaacy, cb* Cnarrotier may re team tba United Seatea ta eater into nach llrtgaiinn ca protect ch* mtareata of lb* Uruted 
Scatea.* 

(C) Contractor rarrtftai that rtejegaiad mnHriee an not oad wifi net be raaintarAed or provided cor Contractor's imployeea at aay of 
Oiawocaor*! lattlnahninirn chat inch tmalnptm at* not and wiQ nat be uninillail to peifmrn their jaivkn at aay locatioc tinder Cetntractar*! 
conxroi where •nr*g*~ l forflirato are raaaaxained, and, that Contractor a aware of aad uameracaada that aay breach of tht foregoing u a violation 
of th* laaei Opportunity dauae of rl regime Order 11244. at tnrfnrlarl aba** ia peranrapri (»L "5igjnrarerl ta l̂lirita" aa ofd herein mimi aay 
vMabag iiniaai. work at***, mat roonat aad ••aaniinaa, reatauraara and other eatjagareea, rmae ^c^H. locker rooreaaad other itoraga or drareiiig 
at***, paiUng iota, dranUng friaartbri, lecreaooa or tanarroinraaat area*. mai|iniltrina aad hnuabig avdlooat emtond tor tmalcrr*** which am 
lagrtgitiil by cttnncit tU*uar» or are in fact aatoegated oa cb* bnaa af rata, deed, toinr. or ntriarial origin, becaaa* of habit, local caacom oc ctthnt-

UTTLlZATtOW OF MTMOHJTY BUSXTIBSg EKTHIIPIUSES 
(41 C m 1-L03) 

(A) It a che policy of th* gu mini chat iiiaimiry batiaaa* lalet yihn ehafl hare the ateriranm practicable opyirmraty to pnetict, 
pat* ta the pirtViriainn of governrnenr contracta 

(B) The Contractor agreea to OM hie beet ef&rta to carry oat thai poocy iu the award of hit aubconcraca Co the fullett txtent coo-
nattm warn the efficient partormaace of tttft contract. Ai otod la chit roarrttir, am tana *>ttuoiU| Bntaim Banrpnm" awaaa * hnrinrai, at leaae 
SO perceat of which at owned by onmority group laemberi or, in cat* of publicly iiantil bnaraeeati, at atott 31 percent of rhe acock of which ii 
creraad by nunority group awmbera. For the purpoam of thia o^fmttioo, aunocity group taemberi are ^•«groea, SpeaixhHpeakmg Araerican peraonr, 
il l i fain ntboiiiali. rteinrlran fnilaini. ftmoiii ta ITiHiaoi. aad Annrirtn nlanra, Clinimliiii auy rery oa wrinea maroaaatatioat by tubcoo. 
aacmri retarding their Racat aa nunomy biitiam eaeerpraea ea lan of aa iarlitiartim iiaanlgatiiin. ^ 

MPtOIUTY BUSINESS PfTBRPRlSBS SUBCCir̂ fTTCACTTNG PROGRAM 
(41CFR 1-1.13) (Applicable to cootracta which amy exceed 1300,000 in value) 

(A) Th* Contractor agreea co eatabuah and conduct a arognun which will enable aunocity butinoai eaterpriata (aa defined in the clauee 
entarlad ""tinrirtTf of Minority Baameat Briiec prima") co ba coaaidered fairly aa nihronrracton and nippiien under thia contract. In chit connec-
tjaaa, the Cn"inrtifr dull — 

11) Deaigaac* a liaiaon officer who will idminiater th* Contractor's minority bunnesj entrrpruai program. 

(2) Provide adtrjiiaTr and oanely conatacxacion of the potenrulirwi of known minority business enterprises in all 
nntdtaKsr-bnyn rUnrioni 

(3) Atouro that known minoruy bosinesa enterprises will have an equitable opportunity to compete for subcontracts, 
panimlnrly by aitangiiig soiicieariotu, time for the preparation of bids, quantities, spexifirarirmi. and dtiivery schedults co aa 
to farilitare the parririperion of tnmoeny butiiicsa enterprise*. 
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(4) M*inris* recordt shewing (i) muiethiica arhich have been adopted co comply erich che policies tec forth in this 
rhose, av-had ing the trabUehmcat of a sonrce bee of ssinnmi buarntss rattrrpriact, (h) awarda to minority business enterprises 
on the tource bet, ind (bi) specific efforts co idtartjfy ind sward contracts ra mmm icy buiiw se teici prints, 

(5) Include the Oriltrtrion of Ininority xWeinees Enterpnecs rlinn tn subcontracts which offer lubttancial minority 
bvaatmt* *at*rertt*a aobconl t ei' ting onwntrsinjrjee* 

(4) Conparart with dt* Cossrracring Officer ia any studies and surveys of tbe Contractor's eunonty taiam rate* 
•riot* aracedatai and pcacticas that ch* Omrrarriag Officer may from daw Co ante conduct. 

(7) Stmrmt rwriodir leporu of mWonlracting ta known minority raiiauii cn mi* Lacs with respect co die records 
i«sailed to in subparagraph (4), above, m mch form aad oioeatr aad at tosh eaa* (not more often than quarterly) aa the Coo-
erecting Officer amy prescribe. 

(B) Hat Contractor fiareher agrees te bum, in tap en hr ran trier hereunder which may exceed S500.000, provisions which ahall eon. 
tonu atatwtanriaHy ta the lngiiiga of that cjaiam, ttrhmmg that paragraph (BL, aad to notify tha Contracting Offkcr of the aamcs of auch aib-

LISTTNG OF EMPLOYMENT OiTOPtCS 
(41 CF*. S 0-150) 

(A) Th* caatracter, eo provide special rm phial ta the emptVoynaent of rnmHfiad fl he bard relarsns and veterans af the Vietnam era, 
accrue* that nl mitabk empioymemt opeabup of the ecei tractor whieb (rite at the tba* of du î erncion of dd* contract and those which occur dar
ing th* parfarmanrt of thia rtm tract, larmrlhsg those aet p ltd by thia contract aad Inrlndiag thorn otxmriug at aa cacahltahmcnt of th* 
caatroeanr eoatr rbaa the eaa whaiei* th* cowrract it oesag pirfnrmaa bat iichirlsng that* of independently apart tad cceporacc afiaiatca, ahall 
ba tfletid tor lasting at an apnrtspriam local office of the Stare im piny tin r aervice ivatam wheeean the nnsriing utmri and co provide each mparts 
to nacb local eeBcc ilgalitiag employment n|iininnj and haa* at amy be maultedi Presided, that if the contracta for lata than H 0.000 or if it is 
with a Staai ar total p m n n l du iipatca tec furth at anmanamt (C) and (0) of thai ctaaae are not reaeured. 

(•) la»8aaj ot lasplnymail nptrunp with the implniiannc atwrat* tyteam potmanc to thia donta ahall be —do at ieatt ceacantatly 
widt tbe a*e of any ocber rarrnirmaat service occitoit aad ahal iawulm tbe normal oam t̂aoae arhirh srrarh co the psaciag of a bona fid* job offer, 

(th* ungual* of tamtrale of vatvaant and aaa^atotaaa. Tha hadag of tniptoi ia«ai aenoaaga doea aet t«*»at* tba hiring of aay pstiicatnT 
tea any pntrltalnT group af Jab tpalli mat, md aetadaa, bawda it intended to rerltu* oat Conrrarror from any raquittntnri ia any 

i Order* or rignlarlnat tigatding aondlactpnhaaatm ia «aaaWyenmx. 

(O Th* leporta rmparod by pnmgrapb (A) of thia clauae snail include, awe not be Haaetad to, periodic repora which ahall be tHed ae 
stoat nettlili with the sppr aieiali Usealofoce er, abui th* r nam rmr Imi aaaee than on* *ntabcmaaa*nc in a State, mrich cha central office of that 
Stat* smplnymmt mrvtn Such reports abaS hadieat* for each waabianaamae (1) cb* ulltnfaet af hilhliliult who wet* bared liming th* ripening 
parted, (2) du anmbnr of thate hired who wee* thanlirl i iiiraei, aad (3) the miabor who war* anniltuHii vaeeraaa of th* Vietaam era. Th* 
ceamiiai mnttatbmk a tapoet withia 30 tUyaaimt tjrnend of eachrt^ar^ perfremaswrt a made on thai contract. Tha con, 
rtactor aball mamtata LUUWI erf tht rtpora submitted usual th* cxairanon of 1 year after final piyi.nl under ch* lunrrntl. dmiag winch time they 
mall be nam* satllihli, aaaa renjaoa. tot exaaamaatoa bp aay arachartaad repras*atararee of th* ccmQ̂ ataag officer at ef tha Satretari of Labor. 

(D) Wbansisr the cewtractor BlLQmai cceaetaexaatrr bound to the Ibrieg prnslmoaiof rbi* rheaal, he aball sawn* the « • pio | mini anv 
vic* syatem ia each Stat* abstain h» hao —•thlhhiaawi ef the aaaa* mrl Inrtrina of each toch eacabainmaaat ja the State. At long to the turrmnr 
it tunniiiuiBf bound to thaee psoviaiusit and ba* ao tdil*od cha State iinrim thnm biaaaatd oe adama tba Stoat system of ooootiiiiini taieuracta. 
The caaaaactat may advart du State tymama whaa it it ao aaaaa; hoaad by dot eeaaaax taam*. 

(B) Thai caaaaa does not aapiy to ta* thrmg of em|ilii) sitnl npiamp wvttch occur and ac* filled oavmde of cat 50 Stacea, the flblrirt 
emiemch. ISaatao Bico, Oneaa. and du Vfcgia Idando. 

(F) Thio caeaeo daao aoc armey ta oewaump wetaeb du eeaamcoat prnpntet to flu from waaua hit own rarga»iiariti* or to fin c 
i mdirinrial ampin |ai mbnii hiring tsrina>ima*i. Trn%errirnaoa doea aoc apply ta a particalar e 

lot ifoiranri eaaad* ef hit own etaejdaaaaia at f g i n i n ealne anaaaaaooat tot that t 

(C) At ueed ta dot caaaaat 

(1) "AH t 

.Thial 
. Ir does not awlode npinsnga wbieb eh* i 

1 *» a i 
> ttrirahl* fat letting, i*il*ilbig eaek • J~-t t~* wbera the neada of the Sovacaastmc cannot 

lattcmibly be ocherwite mppiasd, wham tttling wouid be coaatn1 te noiinnol tatataqr, ot where du requMimnat of bating 
vrausd utbeiwia* not be tor the boot snrarmt of du C 

(2) "Apareuriini office af the State oeiplopteoat avrtrice ijel*ia»maena thelocat offlc* of du Perleraajrare national 
I of pvJlck empln>iiuni office* vrith aaaieaed roaaaaalmaT for lining tha era* where the empioyment openmg a to be 

BBmj, avttadiBg th* Dhariet of Crdumbm, Gaeav, footta Kica, and du Vbgae Idoadt. 

(3) "Opiabitji whath th* emmrrnr ptoprum co fin ftota asaaaa hi* own ntaaaartrinii'* auaat oiepteyastat ontmaip 
tor whkh ae rnnearlacirinn aril ba gjraa te {vaaeat nararll the LOSsttss.loi'i nipniialine (avdadbvg aay ailvjacca, mbndlariii, 
aad th* parent i *aip*alai) aad tachsdeeany opaniapvrhich the uniliaicor umtniaii te fill trom regnlariy aawhotherl "nail" 

' to 69 pctraaaac to • crarmmary aad traditional employentinion 
i umtdiittnaml npiningl fat which na eaaanVitadea wal ba given to petaons outside of a special 

• us upon te fiB from usnoa hatta, which ia pert of du cuattimtry 
tad * f r H ~ i l hiring rohrieiiihip which exiata biniiai th* oemtracroc tad H|»iuiiiiiiin of hie twplnitiii 

(3) •Mtihintl veteran' meaaa a pteaon cascaded ta daabfliry i nmpeamriiin aadnr laws adininiamrvd by th* Veterans' 
ndmiwhrrttion tot cUcabiliey rued at 30 net nnaiia at taote, or* nation whom tinhatgi ot rtitm trom active duty wee tot 
a diaebility incurred or aggrevaced in Uae of duty. 

(4) Veteran of th* Vietnam era* means a pocoaa (1) who (i) anted oa active duty Cot a period of more thaa UO 
day*, aay part of vtbacb ocenrrad altar Aaguac S, 1944, aad waa amcbargad er relmmd chert from with other then a db> 
hemorabte discharge, or (b) waa discharged or tilmid team active duly tor alike iiianmoil eUtabtltty if aay part of auch 
catty was performed after August 5,1944, aad (2) who wa* ta dathatgad or rriinid wierdn th* 4B roonrhs preceding hu appli. 
cation tor eatetvyaumc covered under thia part. 
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UNIT OPERATING AGREEMENT 
NORTH HOBBS (GRAYBURG-SAN ANDRES) UNIT 

LEA COUNTY, NEW MEXICO 

THIS AGREEMENT, entered into as of the 1st day of July, 1978, by 
the parties who have signed the original of this instrument, a counterpart 
thereof, or other instrument agreeing to be bound by the provisions hereof; 

WITNESSETH: 

WHEREAS, the parties hereto as Working Interest Owners have executed, 
as of the date hereof, an agreement entitled "Unit Agreement, North 
Hobbs (Grayburg-San Andres) Unit, Lea County, New Mexico", herein referred 
to as "Unit Agreement", which among other things, provides for a separate 
agreement to be entered into by Working Interest Owners to provide for 
the development and operation of the Unit Area as therein defined; 

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

ARTICLE 1 
CONFIRMATION OF UNIT AGREEMENT 

1.1 Confirmation of Unit Agreement. The Unit Agreement is hereby 
confirmed and by reference made a part of this agreement. The definitions 
in the Unit Agreement are adopted for a l l purposes of this agreement. 
If there is any conflict between the Unit Agreement and this agreement, 
the Unit Agreement shall govern. 

1.2 Additional Definitions. For the purpose of this agreement, the 
following terms and expressions as used herein shall mean: 

(a) "Investment Participation" shall mean the sum of .58 
Phase I I Unit Participation and .42 Phase I I I Unit Participation. 

(b) "Investment Readjustment Date" shall mean the date of 
termination of Phase I I or January 1, 1991, whichever is the earlier date." 

ARTICLE 2 
EXHIBITS 

2.1 Exhibits. The following exhibits are incorporated herein by 
reference: 

2.1.1 Exhibits A, B, C and D of the Unit Agreement. 



I 

2.1.2 Exhibit E, attached hereto, i s a schedule showing the 
Tract Participation, the Unit Participation, and the Investment 
Participation of each Working Interest Owner. Exhibit E, or a 
revision thereof, shall not be conclusive as to the information 
therein, except i t may be used as showing the Unit Participations 
of Working Interest Owners for purposes of this agreement u n t i l 
shown to be i n error or revised as herein authorized. 

2.1.3 Exhibit F, attached hereto, i s the Accounting Procedure 
applicable to Unit Operations. I f there i s any co n f l i c t between 
this agreement and Exhibit F, this agreement shall govern. 

2.1.4 Exhibit G, attached hereto, contains insurance provisions 
applicable to Unit Operations. 

2.1.5 Exhibit H, attached hereto, i s a form of Indemnity Agree
ment required under the provisions of Section 9.1.3 of the Unit Agreement. 

2.2 Revision of Exhibits. Whenever Exhibits A, B or C are revised, 
Exhibit E shall be revised accordingly and be effective as of the same date. 
Unit Operator shall also revise Exhibit E from time to time as required 
to conform to changes i n ownership of which Unit Operator has been not i f i e d 
as provided i n the Unit Agreement. 

2.3 Reference to Exhibits. When reference i s made herein to an exhibit, 
i t i s to the exhibit as or i g i n a l l y attached, or, i f revised, to the last r e v i 
sion. 

ARTICLE 3 
SUPERVISION OF OPERATIONS BY WORKING INTEREST OWNERS 

3.1 Overall Supervision. Working Interest Owners shall exercise over
a l l supervision and control of a l l matters pertaining to Unit Operations 
pursuant to this agreement and the Unit Agreement. In the exercise of such 
authority, each Working Interest Owner shall act solely i n i t s own behalf i n 
the capacity of an individual owner and not on behalf of the owners as an 
entirety. 

3.2 Specific Authorities and Duties. The matters with respect to which 
the Working Interest Owners shall decide and take action shall include, but 
not be limited to, the following: 

3.2.1 Method of Operation. The method of operation, including 
any type of pressure maintenance, enhanced recovery, or other recovery 
program to be employed. 

3.2.2 D r i l l i n g of Wells. The d r i l l i n g of any well whether for 
production of Unitized Substances, for use as an injection well, or 
for other purposes. 



3.2.3 Abandonment and Change of Status of Wells. The abandonment 
of any well or change of status of any well by converting such well for 
use as an injector or for any purpose other than production of Unitized 
Substances. 

3.2.4. Expenditures. The making of any single expenditure in 
excess of twenty-five thousand dollars ($25,000); provided that, approval 
by Working Interest Owners of the drilling, reworking, deepening, or 
plugging back of any well shall include approval of a l l necessary 
expenditures required therefor, and for completing, testing, and 
equipping the well, including necessary flow lines, separators, and 
lease tankage. 

3.2.5 Disposition of Unit Equipment. The selling or otherwise 
disposing of any major item of surplus Unit Equipment, i f the 
l i s t price of new equipment similar thereto is seven thousand five 
hundred dollars ($7,500) or more. 

3.2.6. Appearance Before a Court or Regulatory Agency. The desig
nating of a representative to appear before any court or regulatory 
agency in matters pertaining to Unit Operations; provided, however, 
that Unit Operator shall act as such representative in the absence of 
the designation of a different representative by Working Interest 
Owners, and provided, further, that such designation shall not prevent 
any Working Interest Owner from appearing in person or from designating 
another representative in it s own behalf. 

3.2.7 Audits. The auditing of the accounts of Unit Operator 
pertaining to Unit Operations hereunder; however, the audits shall 

(a) not be conducted more than once each year except 
upon the resignation or removal of Unit Operator, and 

(b) be made upon approval of the owner or owners of a 
majority of Working Interest other than that of Unit Operator, 
at the expense of a l l Working Interest Owners other than Unit 
Operator, or 

(c) be made at the expense of those Working Interest 
Owners requesting such audit, i f owners of less than a majority 
of Working Interest, other than that of Unit Operator, request 
such an audit, and 

(d) be made upon not less than thirty (30) days' written 
notice to Unit Operator. 

3.2.8 Inventories. The taking of periodic inventories under the 
terms of Exhibit F. 
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3.2.9 Technical Services. The authorizing of charges to the 
joint account for services by consultants or Unit Operator's technical 
personnel not covered by the overhead charges provided by Exhibit F. 

3.2.10 Assignments to Committees. The appointment of committees 
to study any problems in connection with Unit Operations. 

3.2.11 The removal of Unit Operator and the selection of a 
successor. 

3.2.12 The enlargement of the Unit Area. 

3.2.13 The adjustment and readjustment of investments. 

3.2.14 The termination of the Unit Agreement. 

ARTICLE 4 
MANNER OF EXERCISING SUPERVISION 

4.1 Designation of Representatives. Each Working Interest Owner shall 
inform Unit Operator in writing of the names and addresses of the representa
tive and alternate who are authorized to represent and bind such Working 
Interest Owner with respect to Unit Operations. The representative or 
alternate may be changed from time to time by written notice to Unit Operator. 

4.2 Meetings. All meetings of Working Interest Owners shall be 
called by Unit Operator upon i t s own motion or at the request of two (2) or 
more Working Interest Owners having a total voting interest of not less 
than ten percent (10%). No meeting shall be called on less than fourteen 
(14) days' advance written notice, with agenda for the meeting attached. 
Working Interest Owners who attend the meeting may amend items included in 
the agenda and may act upon an amended item or other items presented at the 
meeting; provided, however, that no expenditure or commitment for expenditure 
may be authorized unless i t i s Included in the agenda attached to the notice 
of the meeting. The representative of Unit Operator shall be chairman of 
each meeting. The parties hereto may reduce the notice requirement to not less 
than three (3) days and may waive the requirement for an attached agenda by 
consent of Working Interest Owners having a combined voting interest not 
less than that required for an affirmative vote under the provision of 
Section 4.3.2. 

4.3 Voting Procedure. Working Interest Owners shall decide a l l 
matters coming before them as follows: 

4.3.1 Voting Interest. Each Working Interest Owner shall have a 
voting interest equal to i t s Phase I I Unit Participation during Phase I 
and Phase I I and equal to i t s Phase I I I Unit Participation during 
Phase I I I , depending upon which phase i s in effect at the time the 
vote i s taken. 



4.3.2 Vote Required. Unless otherwise provided herein or in 
the Unit Agreement, Working Interest Owners shall determine a l l 
matters by the affirmative vote of Working Interest Owners have a 
combined voting interest of at least sixty-five percent (65%); 
however, should any one Working Interest Owner have more than 
thirty-five percent (35%) voting interest, i t s negative vote or 
failure to vote shall not defeat a motion, and such motion shall 
pass i f approved by Working Interest Owners having a majority 
voting interest, unless one or more Working Interest Owners having a 
combined voting interest of at least five percent (5%) likewise vote 
against the motion or f a i l to vote. 

4.3.3 Vote at Meeting by Nonattending Working Interest Owner. 
Any Working Interest Owner who i s not represented at a meeting may 
vote by letter or telegram addressed to the representative of the 
Unit Operator i f i t s vote i s received prior to the vote on the item. 

4.3.4 Poll Votes. Working Interest Owners may vote on and decide, 
by letter or telegram, any matter submitted in writing to Working 
Interest Owners. If no meeting i s requested, as provided in Section 
4.2, within seven (7) days after a written proposal is sent to Working 
Interest Owners, the vote taken by letter or telegram shall become 
final. Unit Operator will give prompt noice of the results of such 
voting to a l l Working Interest Owners. 

ARTICLE 5 
INDIVIDUAL RIGHTS OF WORKING INTEREST OWNERS 

5.1 Reservation of Rights. Working Interest Owners severally reserve 
to themselves a l l their rights, except as otherwise provided in this 
agreement and the Unit Agreement. 

5.2 Specific Rights. Each Working Interest Owner shall have, among 
others, the following specific rights: 

5.2.1 Access to Unit Area. Access to the Unit Area at a l l 
reasonable times to inspect Unit Operations, a l l wells, and the 
records and data pertaining thereto. 

5.2.2 Reports. The right to receive from Unit Operator, upon 
written request, copies of a l l reports to any governmental agency, 
reports of crude o i l runs and stocks, inventory reports, and a l l 
other information pertaining to Unit Operations. The cost of 
gathering and furnishing information not ordinarily furnished by Unit 
Operator to a l l Working Interest Owners shall be charged to the 
Working Interest Owner that requires the information. 
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ARTICLE 6 
UNIT OPERATOR 

6.1 Unit Operator. Shell Oil Company is hereby designated as the 
Unit Operator. 

6.2 Resignation or Removal and Selection of Successor. The re
signation or removal of Unit Operator and the selection of a successor 
shall be governed by the provisions of the Unit Agreement. 

ARTICLE 7 
AUTHORITIES AND DUTIES OF UNIT OPERATOR 

7.1 Exclusive Right to Operate Unit. Subject to the provisions of this 
agreement and to instructions from Working Interest Owners, Unit Operator shall 
have the exclusive right and be obligated to conduct Unit Operations. 

7.2 Workmanlike Conduct. Unit Operator shall conduct Unit Operations 
in a good and workmanlike manner as would a prudent operator under the same 
or similar circumstances. Unit Operator shall freely consult with Working 
Interest Owners and keep them Informed of a l l matters which Unit Operator, 
in the exercise of i t s best judgment, considers important. Unit Operator 
shall not be liable to Working Interest Owners for damages, unless such 
damages result from i t s gross negligence or willful misconduct. 

7.3 Liens and Encumbrances. Unit Operator shall endeavor to keep the 
lands, leases and Unit Equipment in the Unit Area free from a l l liens and 
encumbrances occasioned by Unit Operations, except the lien and security 
interest of Unit Operator granted hereunder. 

7.4 Employees. The number of employees used by Unit Operator in con
ducting Unit Operations, their selection, hours of labor, and compensation 
shall be determined by Unit Operator. Such employees shall be the employees 
of Unit Operator. 

7.5 Records. Unit Operator shall keep correct books, accounts, and 
records of Unit Operations. 

7.6 Reports to Working Interest Owners. Unit Operator shall furnish 
to Working Interest Owners quarterly reports of Unit Operations or reports at 
such less-frequent intervals as may be approved by Working Interest Owners. 

7.7 Reports to Governmental Authorities. Unit Operator shall make a l l 
reports to governmental authorities that i t has the duty to make as Unit 
Operator. 

7.8 Engineering and Geological information. Unit Operator shall furnish 
to a Working Interest Owner, upon written request, a copy of a l l logs and 
other engineering and geological data pertaining to wells drilled for Unit 
Operations. 
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7.9 Expenditures. Unit Operator is authorized to make single expendi
tures not in excess of twenty-five thousand dollars ($25,000) without prior 
approval of Working Interest Owners; provided that any capital expenditure in 
excess of five thousand dollars ($5,000) wil l be described in an informational 
authority for expenditure furnished to Working Interest Owners, except 
individual Working Interest Owners declining to receive such information. If 
an emergency occurs, Unit Operator may immediately make or incur such expendi
tures as in i t s opinion are required to deal with the emergency. Unit Operator 
shall report to Working Interest Owners, as promptly as possible, the nature of 
the emergency and the action taken. 

7.10 Wells Drilled by Unit Operator. All wells drilled by Unit 
Operator shall be on a competitive bid basis. Unit Operator may employ its 
own tools and equipment under terms and conditions approved by Working Interest 
Owners. 

7.11 Border Agreements. Unit Operator may, after approval by Working 
Interest Owners, enter into border agreements with respect to lands adjacent 
to the Unit Area for the purpose of coordinating operations. 

ARTICLE 8 
TAXES 

8.1 Ad Valorem Taxes. Beginning with the f i r s t calendar year commencing 
after the Effective Date hereof, Unit Operator shall make and f i l e a l l neces
sary ad valorem tax renditions and returns with the proper taxing authorities 
with respect to a l l property of each Working Interest Owner used or held by 
Unit Operator for Unit Operations. Unit Operator shall settle assessments 
arising therefrom. All such ad valorem taxes shall be paid by Unit Operator 
and charged to the joint account; however, i f the interest of a Working 
Interest Owner i s subject to a separately assessed overriding royalty inter
est, production payment, or other interest in excess of a one-eighth (1/8) 
royalty, such Working Interest Owner shall notify Unit Operator of such 
interest prior to the rendition date and shall be given credit for the 
reduction in taxes paid resulting therefrom. 

8.2 Other Taxes. Each Working Interest Owner shall pay or cause to 
be paid a l l production, severance, gathering, and other taxes imposed upon 
or with respect to the production or handling of i t s share of Unitized 
Substances. 

ARTICLE 9 
INSURANCE 

9.1 Insurance. Unit Operator, with respect to Unit Operations, shall: 

9.1.1 Comply with the Workmen's Compensation Law of the State of 
New Mexico. 
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9.1.2 Provide employers' l i a b i l i t y insurance with a limit 
of $100,000. 

9.1.3. Provide other insurance as set forth in Exhibit G. 

ARTICLE 10 
ADJUSTMENT OF INVESTMENTS 

10.1 Personal Property Taken Over. Upon the Effective Date hereof, 
Working Interest Owners shall deliver to Unit Operator the following: 

10.1.1 Wells and Casing. All wells completed in the Unitized 
Formation, together with a l l casing therein. 

10.1.2 Well and Lease Equipment. The tubing in each such well, 
the wellhead connections thereon, and a l l other well, lease and 
operating equipment used in the operation of such wells which Working 
Interest Owners determine i s necessary or desirable for conducting 
Unit Operations. Working Interest Owners shall make such 
determination as soon as practicable after the Effective Date hereof, 
and a l l of such property that i s determined to be surplus shall be 
returned as promptly as possible to the Working Interest Owners who 
delivered same to Unit Operator. Property determined by Working 
Interest Owners to be surplus shall not be considered to have been 
taken over under this agreement. 

10.1.3 Condition of Wells. All wells, including the casing 
therein, shall be delivered to Unit Operator in reasonably good physical 
condition capable of being used for Unit Operations. I f within one 
hundred and eighty (180) days after the Effective Date hereof (a) any 
such well is determined by the Working Interest Owners not to have 
been in reasonably good physical condition on said Effective Date, or 
(b) any casing failure or leak is discovered by Unit Operator in any 
such well, whether such casing failure or leak developed before or 
after the Effective Date hereof, the Working Interest Owner who 
contributed such well shall be liable to the other Working Interest 
Owners for liquidated damages in an amount, measured by the cost to 
Working Interest Owners of repairing such well or drilling a replace
ment well, not to exceed fifty thousand dollars ($50,000), provided 
that any amount in excess of fifty thousand dollars ($50,000) shall be 
treated aa any other item of Unit Expense and charged to the joint 
account. 

10.1.4 Records. A copy of a l l production and well records that 
pertain to such wells. 

10.2 Inventory and Evaluation of Personal Property. Working Interest 
Owners shall at Unit Expense inventory and evaluate the personal property 
taken over under Section 10.1.2, except flowlines, and shall inventory the 
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casing taken over under Section 10.1.1, but casing shall be given no value. 
Such inventories shall include and be limited to those items of equipment 
indicated to be controllable in the most recent edition of the "Materials 
Classification Manual" prepared by the Council of Petroleum Accountants 
Societies of North America, except that, upon determination of Working 
Interest Owners, items considered noncontroliable may be included in the 
inventory in order to insure a more equitable adjustment of investment. All 
noncontrollable items of well and lease equipment installed within the Unit 
Area that are required in Unit Operations, although excluded from the 
inventories, shall nevertheless be taken over by the Unit Operator. Immedi
ately following completion of such inventory, the material and equipment 
taken over under Section 10.1.2 shall be priced at a realistic value as 
determined by the Working Interest Owners, which pricing shall be performed 
under the supervision of, by the personnel of, and in the offices of the Unit 
Operator, with other Working Interest Owners furnishing such additional pric
ing help as may be available and necessary. 

10.3 Investment Adjustment. Upon approval by Working Interest Owners 
of the inventory and evaluation, investments shall be adjusted as follows: 

10.3.1 I n i t i a l Adjustment of Investments. Each Working Interest 
Owner shall be credited with the value, as determined in accordance 
with Section 10.2 above, of its interest in a l l personal property 
taken over by Unit Operator under Section 10.1.2 and charged with 
an amount equal to that obtained by multiplying the total value of 
a l l such personal property taken over by Unit Operator under Section 
10.1.2 by such Working Interest Owner's Investment Participation, 
as shown on Exhibit E. If the charge against any Working Interest 
Owner is greater than the amount credited to such Working Interest 
Owner, the resulting net charge shall be paid and in a l l other 
respects be treated as any other item of Unit Expense chargeable against 
such Working Interest Owner. If the credit to any Working Interest 
Owner is greater than the amount charged against such Working 
Interest Owner, the resulting net credit shall be paid to such 
Working Interest Owner by Unit Operator out of funds received by i t 
in settlement of the net charges described above. 

10.3.2 Readjustments of Investments. Effective as of the Invest
ment Readjustment Date, the investment account of the Working Interest 
Owners hereunder shall be readjusted on the basis of their respective 
Phase I I I Unit Participations, as shown on Exhibit E. For the 
purposes of such readjustment, each Working Interest Owner shall be 
(1) credited for i t s interest in the adjusted value of a l l personal 
property and facilities taken over or otherwise acquired by the Unit 
Operator pursuant to this agreement prior to the Investment Readjustment 
Date, and (2) charged with an amount equal to that obtained by multi
plying the same adjusted value of personal property and facilities by 
such Working Interest Owner's Phase I I I Unit Participation. The 
adjusted value of a l l personal property and facilities for the purposes 
of this Section 10.3.2 shall be determined as follows: 
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(a) Value personal property and fac i l i t i e s i n i t i a l l y 
taken over by Unit Operator on the same basis as that used when 
such personal property and fac i l i t i e s were taken over. 

(b) Value a l l other investment items (controllable and 
noncontrollable materials and construction costs) acquired prior 
to the Investment Readjustment Date, including well casing 
subsequently purchased and installed, injection v e i l conversion 
costs, and tank battery consolidation costs, on the basis of cost 
to the joint account. 

(c) Add (a) and (b) together and deduct the value of a l l 
items of investment retired prior to the Investment Readjustment 
Date on the same basis that such items were originally charged. 

Each Working Interest Owner shall be charged or credited with the net cash 
amount necessary to effect such readjustment of the investment account, and 
such charges and credits shall be settled in the same manner as the charges 
and credits referred to in Section 10.3.1. 

10.4 General Facilities and Abandoned Installations. The 
acquisition of warehouses, warehouse stocks, lease houses, camps, 
facility systems, and office buildings necessary for Unit Operations 
shall be by negotiation by the owners thereof and Unit Operator, subject 
to the approval of Working Interest Owners. There shall be no adjustment 
for lease roads or appurtenances thereto. 

10.5 Exchange of Interest in and Ownership of Personal Property and 
Facilities. Each Working Interest Owner hereby exchanges, and agrees to 
exchange, i t s interest in a l l of the personal property and facilities 
described in Section 10.1.2 above for i t s proportionate interest, as shown 
for Investment Participation on Exhibit E during the time prior to the 
Investment Readjustment Date and as shown for Phase I I I Unit Participation 
on Exhibit E from and after the Investment Readjustment Date in a l l such 
personal property and fac i l i t i e s described in Section 10.1.2. Each Working 
Interest Owner, individually, shall by virtue hereof own an undivided interest 
in a l l personal property and facilities taken over or otherwise acquired by 
Unit Operator pursuant to this agreement. ; 

ARTICLE 11 
UNIT EXPENSE 

„, 11.1 Basis of Charge to Working Interest Owners. Unit Operator 
ini t i a l l y shall pay a l l Unit Expense. Each Working Interest Owner shall 
reimburse Unit Operator for i t s share of Unit Expense on the basis provided 
in Sections 11.1.1 and 11.1.2 below. All charges, credits, and accounting 
for Unit Expense shall be in accordance with Exhibit F. 
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11.1.1. Operating Expense. Operating expense shall be shared 
and borne by Working Interest Owners in proportion to Phase I , Phase 
I I or Phase I I I Unit Participation, whichever phase is in effect at 
the time such expense was incurred. 

11.1.2. Investment Cost. The cost of investment items (as 
described in Section 10.3.2 (b) above) incurred prior to the Investment 
Readjustment Date shall be shared and bome by Working Interest Owners 
ln proportion to Investment Participation. The cost of such investment 
items incurred after the Investment Readjustment Date shall be shared 
and borne by Working Interest Owners in proportion to Phase I I I Unit 
Participation. 

11.2 Budgets. Before or as soon as practical after the Effective Date 
hereof, Unit Operator shall prepare a budget of estimated Unit Expense for 
the remainder of the calendar year, and, on or before the f i r s t day of each 
August thereafter, shall prepare such a budget for the ensuing calendar 
year. A budget shall set forth the estimated Unit Expense by quarterly 
periods. Budgets shall be estimates only, and shall be adjusted or corrected 
by Working Interest Owners and Unit Operator whenever an adjustment or 
correction is proper. A copy of each budget and adjusted budget shall 
promptly be furnished to each Working Interest Owner. 

11.3 Advance Billings. Unit Operator shall have the right, without 
prejudice to other rights or remedies, to require Working Interest Owners 
to advance their respective shares of estimated Unit Expense by submitting 
to Working Interest Owners, on or before the 15th day of any month, an 
itemized estimate thereof for the succeeding month, with a request for pay
ment in advance. Within fifteen (15) days thereafter, each Working Interest 
Owner shall pay to Unit Operator its share of such estimate. Adjustments 
between estimated and actual Unit Expense shall be made by Unit Operator 
at the close of each calendar month, and the accounts of Working Interest 
Owners shall be adjusted accordingly. 

11.4 Commingling of Funds. Funds received by Unit Operator under this 
agreement need not be segregated or maintained by i t as a separate fund, but 
may be commingled with i t s own funds. 

11.5 Liens and Security Interest of Unit Operator. Each Working 
Interest Owner grants to Unit Operator and Unit Operator shall have as to 
each Working Interest Owner a lien upon i t s Oil and Gas Rights in each 
Tract, and a security interest in i t s share of Unitized Substances when 
extracted, and its interest in a l l Unit Equipment, to secure payment of i t s 
share of Unit Expense, together with interest thereon at the rate of twelve 
percent (12%) per annum or the maximum contract rate permitted by applicable 
usury laws, whichever is the lesser; provided, however, that notwithstand
ing anything in this agreement to the contrary, said lien shall not be 
enforceable by foreclosure and sale of the Oil and Gas Rights of any 
Working Interest Owner which i s not a signatory party to this agreement. 
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To the extent that Unit Operator has a security interest under the Uniform 
Commercial Code of the State of New Mexico, Unit Operator shall be entitled 
to exercise the rights and remedies of a secured party under the Code. The 
bringing of a suit and the obtaining of judgment by Unit Operator for the 
secured indebtedness shall not be deemed an election of remedies or otherwise 
affect the lien rights or security interest as security for the payment 
thereof. In addition, upon default by any Working Interest Owner in the 
payment of i t s share of Unit Expense, Unit Operator shall have the right, 
without prejudice to other rights or remedies, to collect from the purchaser 
the proceeds from the sale of such Working Interest Owner's share of Unitized 
Substances until the amount owed by such Working Interest Owner, plus 
interest as aforesaid, has been paid. Each purchaser shall be entitled to 
rely upon Unit Operator's written statement concerning the amount of any 
default. Unit Operator hereby grants to the other Working Interest Owners 
a similar lien upon a l l of Unit Operator's right, t i t l e and interest as a 
Working Interest Owner hereunder as security for payment of any and a l l 
amounts that may become due and owing hereunder by Unit Operator to any of 
such other Working Interest Owners. 

11.6 Unpaid Unit Expense. I f any Working Interest Owner fails to pay 
its share of Unit Expense within sixty (60) days after rendition of a 
statement therefor by Unit Operator, each Working Interest Owner which is a 
signatory party to this agreement shall, upon request by Unit Operator, 
pay i t s proportionate part of the unpaid share of Unit Expense of the 
non-paying Working Interest Owner. Working Interest Owners that pay the 
share of Unit Expense of a non-paying Working Interest Owner shall be 
reimbursed by the Unit Operator for the amount so paid, plus any interest 
collected thereon, upon receipt by Unit Operator of any past due amount 
collected from or otherwise received for the account of the non-paying Working 
Interest Owner. Each Working Interest Owner so paying a non-paying Working 
Interest Owner's share of Unit Expense shall be subrogated to the lien and 
other rights herein granted Unit Operator, and each such Working Interest 
Owner, in proportion to the amounts so paid and not reimbursed, shall have and 
be entitled to exercise the voting interest of the non-paying Working Interest 
Owner. 

11.7 Carved-out Interest. If any Working Interest Owner shall, after 
becoming bound by this agreement, create an overriding royalty, production 
payment, net proceeds interest, carried interest, or any other interest out 

; of i t s Working Interest, such carved-out.interest shall be subject to the 
| terms and provisions of this agreemeat, specifically including, but without 
' limitation, Section 11.5 hereof entitled "Lien and Security Interest of 
Unit Operator". I f the Working Interest Owner creating such carved-out 

'interest (a) f a i l s to pay any Unit Expense chargeable to such Working 
! Interest Owner under this agreement, and the production of Unitized 
; Substances accruing to the credit of such Working Interest Owner is 
insufficient for that purpose, or (b) withdraws from this agreement under 
the terms and provisions of Article 17 hereof, the carved-out interest 
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shall be chargeable with a pro rata portion of a l l Unit Expense incurred 
hereunder, the same as though such carved-out interest were a Working Interest, 
and Unit Operator shall have the right to enforce against such carved-
out interest the lien and a l l other rights granted in Section 11.5 for the 
purpose of collecting the Unit Expense chargeable to the carved-out 
interest. 

11.8 Uncommitted Royalty. Should an owner of a Royalty Interest in 
any Tract f a i l to become a party to the Unit Agreement, and, as a result 
thereof, the actual Royalty Interest payments with respect to such Tract 
are more or less than the Royalty Interest payments computed on the basis 
of the Unitized Substances that are allocated to such Tract under the Unit 
Agreement, the difference shall be borne by or inure to the benefit of 
Working Interest Owners, in proportion to their respective Unit Partici
pations at the time the Unitized Substances were produced; however, the 
difference to be borne by or inure to the benefit of Working Interest 
Owners shall not exceed an amount computed on the basis of one-eighth (1/8) 
of the difference between the Unitized Substances allocated to the Tract 
and the Unitized Substances produced from the Tract. Such adjustments 
shall be made by charges and credits to the joint account. 

11.9 Rentals. The Working Interest Owners in each Tract shall pay and 
bear a l l rentals, minimum royalty, advance rentals or delay rentals due 
under the lease thereon and shall concurrently submit to the Unit Operator 
evidence of payment. 

ARTICLE 12 
NONUNITIZED FORMATIONS 

12.1 Right to Operate. Any Working Interest Owner that now has or 
hereafter acquires the right to d r i l l for and produce o i l , gas, or other 
minerals, from a formation underlying the Unit Area other than the Unitized 
Formation, shall have the right to do so notwithstanding this agreement or 
the Unit Agreement. In exercising the right, however, the Working Interest 
Owner shall exercise care to prevent unreasonable interference with Unit 
Operations. No Working Interest Owner shall produce Unitized Substances 
through any well drilled or operated by i t . I f any Working Interest Owner 
dr i l l s any well into or through the Unitized Formation, the Unitized Forma
tion shall be protected in a manner satisfactory to Working Interest Owners 
so that production of Unitized Substances will not be adversely affected. 

12.2 Multiple Completions. No well now or hereafter completed in 
the Unitized Formation shall ever be completed as a multiple completion 
with the Unitized Formation and any other formation unless such multiple 
completion and the subsequent handling of the multiple completion is 
approved by Working Interest Owners in accordance with the voting procedure 
set out in Section 4.3.2 of this agreement. 
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ARTICLE 13 
TITLES 

13.1 Warranty and Indemnity. Each Working Interest Owner represents 
and warrants that i t i s the owner of the respective Working Interests set 
forth opposite i t s name in Exhibit B, and agrees to indemnify and hold 
harmless the other Working Interest Owners from any loss due to failure, in 
whole or in part, of i t s t i t l e to any such interest, except failure of 
t i t l e arising because of Unit Operations; however, such indemnity and any 
lia b i l i t y for breach of warranty shall be limited to an amount equal to the 
net value that has been received from the sale or receipt of Unitized 
Substances attributed to the interest as to which t i t l e failed. Each 
failure of t i t l e w i l l be deemed to be effective, insofar as this agreement 
is concerned, as of 7:00 a.m. on the f i r s t day of the calendar month in 
which such failure i s finally determined, and there shall be no retroactive 
adjustment of Unit Expense, or retroactive allocation of Unitized Substances 
or the proceeds therefrom, as a result of a t i t l e failure. 

13.2 Failure Because of Unit Operations. The failure of t i t l e to any 
Working Interest in any Tract because of Unit Operations, including non-
production from such Tract, shall not change the Unit Participation of the 
Working Interest Owner whose t i t l e failed in relation to the Unit Partici
pation of the other Working Interest Owners at the time of the t i t l e failure. 

ARTICLE 14 
LIABILITY, CLAIMS, AND SUITS 

14.1 Individual Liability. The duties, obligations, and l i a b i l i t i e s 
of Working Interest Owners shall be several and not joint or collective; and 
nothing herein contained shall ever be construed as creating a partnership 
of any kind, joint venture, association, or trust among Working Interest 
Owners. 

14.2 Settlements. Unit Operator may settle any single damage claim or 
suit involving Unit Operations i f the expenditure does not exceed seven 
thousand five hundred dollars ($7,500.00) and i f the payment i s ln complete 
settlement of such claim or suit. I f the amount required for settlement 
exceeds the above specified amount, Working Interest Owners shall assume 
and take over the further handling of the claim or suit unless such 

I authority i s expressly delegated to Uni^ Operator. All costs and expense 
of handling, settling, or otherwise discharging such claim or suit shall be 
an item of Unit Expense. I f a claim is made against any Working Interest 
Owner or i f any Working Interest Owner i s sued on account of any matter 
arising from Unit Operations over which such Working Interest Owner 
individually has no control because of the rights given Working Interest 
Owners and Unit Operator by this agreement and the Unit Agreement, the 
Working Interest Owner shall ixnnediately notify the Unit Operator, and the 
claim or suit shall be treated as any other claim or suit involving Unit 
Operations. 
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ARTICLE 15 
INTERNAL REVENUE PROVISION 

15.1 Internal Revenue Provision. Notwithstanding any provisions 
herein that the rights and l i a b i l i t i e s of the parties hereunder are several 
and not joint or collective, or that this agreement and operations here
under shall not constitute a partnership, i f for Federal income tax purposes 
this agreement and the operations hereunder are regarded as a partnership, 
then each of the parties hereto elects to be excluded from the application 
of a l l of the provisions of Subchapter K, Chapter 1, Subtitle A, of the 
Internal Revenue Code of 1954, as permitted and authorized by Section 761 
of the Code and the regulations promulgated hereunder. Each party hereto 
agrees not to give any notices or take any other action inconsistent with 
the election made hereby. I f any present or future income tax laws of the 
state or states in which the Unit Area i s located, or any future income tax 
law of the United States, contain provisions similar to those in Subchapter 
R, Chapter 1, Subtitle A, of the Internal Revenue Code of 1954, under which 
an election similar to that provided by Section 761 of the Code is permitted, 
each of the parties agree to make such election as may be permitted or 
required by such laws. In making this election, each of the parties states 
that the income derived by such party from the operations under this agree
ment can be adequately determined without the computation of partnership 
taxable income. 

ARTICLE 16 
NOTICES 

16.1 Notices. All notices required hereunder shall be in writing and 
shall be deemed to have been properly served when sent by mail or telegram 
to the address of the representative of each Working Interest Owner as 
furnished to Unit Operator in accordance with Article 4. 

ARTICLE 17 
WITHDRAWAL OF WORKING INTEREST OWNER 

17.1 Withdrawal. A Working Interest Owner may withdraw from this 
Agreement by transferring, without warranty of t i t l e either express or 
Implied, to the Working Interest Owners who do not desire to withdraw a l l 
i t s Oil and Gas Rights, exclusive of Royalty Interests, together with i t s 
interest in a l l Unit Equipment and in a l l wells used in Unit Operations, 
provided that such transfer shall not relieve such Working Interest Owner 
from any obligation or liability incurred prior to the f i r s t day of the 
month following receipt by Unit Operator of such transfer, and further 
provided that each of the non-transferring Working Interest Owners shall have 
the option to acquire a transferred interest and shall indicate such election 
by notifying the Unit Operator in writing within thirty (30) days of notice 
of withdrawal. The delivery of the transfer shall be made to Unit Operator 
for the transferees. The transferred interest shall be owned by the 
transferees in proportion to their respective Unit Participations. The 
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transferees, in proportion to the respective interests so acquired, shall 
pay the transferor for i t s interest in Unit Equipment, the salvage value 
thereof less i t s share of the estimated cost of salvaging same and of 
plugging and abandoning a l l wells then being used or held for Unit Opera
tions, as determined by Working Interest Owners. In the event such with
drawing owner*8 interest in the aforesaid salvage value i s less than such 
owner's share of such estimated costs, the withdrawing owner, as a condition 
precedent to withdrawal, shall pay the Unit Operator, for the benefit of 
Working Interest Owners succeeding to i t s interest, a sum equal to the 
deficiency. Within sixty (60) days after receiving delivery of the transfer, 
Unit Operator shall render a final statement to the withdrawing owner for 
i t s share of Unit Expense, including any deficiency in salvage value as 
determined by Working Interest Owners, incurred as of the f i r s t day of the 
month following the date of receipt of the transfer. Provided a l l Unit 
Expense, including any deficiency hereunder, due from the withdrawing owner 
has been paid in f u l l within thirty (30) days after the rendering of such 
final statement by the Unit Operator, withdrawing owner shall be relieved 
from a l l further obligations and l i a b i l i t i e s hereunder and under the Unit 
Agreement, and the rights of the withdrawing Working Interest Owner hereunder 
and under the Unit Agreement shall cease insofar as they existed by virtue 
of the interest transferred. 

17.2 Limitation on Withdrawal. Notwithstanding anything set forth in 
Section 17.1, Working Interest Owners may refuse to permit the withdrawal 
of a Working Interest Owner i f i t s Working Interest is burdened by any 
royalties, overriding royalties, production payments, net proceeds interest, 
carried interest, or any other interest created out of the Working Interest 
in excess of one-eighth (1/8) lessor's royalty, unless other Working 
Interest Owners willing to accept the assignment agree to accept the 
Working Interest subject to such burdens. 

ARTICLE 18 
ABANDONMENT OF WELLS 

18.1 Rights of Former Owners. I f Working Interest Owners decide to 
abandon permanently any well within the Unit Area prior to termination of 
the Unit Agreement, Unit Operator shall give written notice thereof to the 
Working Interest Owners of the Tract on which the well i s located, and they 
shall have the option for a period of ninety (90) days after the sending of 
such notice to notify Unit Operator in writing of their election to take 
over and own the well. Within thirty (30) days after the Working Interest 
Owners of the Tract have notified Unit Operator of their election to take 
over the well, they shall pay Unit Operator, for credit to the joint 
account, the amount estimated by Working Interest Owners to be the net 
salvage value, as determined by Working Interest Owners, of the casing and 
equipment ln and on the well up to and including the wellhead equipment, 
except the casing therein i f contributed by such Working Interest Owners 
under Section 10.1.1. The Working Interest Owners of the Tract, by taking 
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over the well, agree to seal off effectively and protect the Unitized 
Formation, and upon abandonment to plug the well in compliance with applicable 
laws and regulations. 

18.2 Plugging. I f the Working Interest Owners of a Tract do not elect 
to take over a well located within the Unit Area that is proposed for 
abandonment, Unit Operator shall at Unit Expense plug and abandon the well 
in compliance with applicable laws and regulations. 

ARTICLE 19 
EFFECTIVE DATE AND TERM 

19.1 Effective Date. This agreement shall become effective when the 
Unit Agreement becomes effective. 

19.2 Term. This agreement shall continue in effect so long as the 
Unit Agreement remains in effect, and thereafter until (a) a l l unit wells 
have been plugged and abandoned or turned over to Working Interest Owners 
in accordance with Article 20, (b) a l l Unit Equipment and real property 
acquired for the joint account have been disposed of by Unit Operator in 
accordance with instructions of Working Interest Owners, and (c) there has 
been a final accounting. 

ARTICLE 20 
ABANDONMENT OF OPERATIONS 

20.1 Termination. Upon termination of the Unit Agreement, the follow
ing will occur: 

20.1.1 Oil and Gas Rights. Oil and Gas Rights in and to each 
separate Tract shall no longer be affected by this agreement, and 
thereafter the parties shall be governed by the terms and provisions 
of the leases, contracts, and other instruments affecting the separate 
Tracts. 

20.1.2 Right to Operate. Working Interest Owners of any Tract 
that desire to take over and continue to operate wells located thereon 
may do so by paying Unit Operator, for credit to the joint account, the 
amount estimated by Working Interest Owners to be the net salvage 
value, as determined by Working Interest Owners, of the casing and 
equipment up to and including the wellhead equipment in and on the 
wells taken over, except the casing therein i f contributed by such 
Working Interest Owners under Section 10.1.1, and by agreeing to plug 
properly each well at such time as i t is abandoned.. 

20.1.3 Salvaging Wells: Unit Operator shall salvage as much of 
the casing and equipment in or on wells not taken over by Working 
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Interest Owners of-separate Tracts as can economically and reasonably 
be salvaged, and shall cause the wells to be plugged and abandoned i n 
compliance with applicable laws and regulations. 

20.1.4 Cost of Abandonment. The cost of abandonment of Unit 
Operations shall be Unit Expense. 

20.1.5 Distribution of Assets. Working Interest Owners shall 
share i n the distribution of Unit Equipment, or the proceeds thereof, 
i n the same proportion as then applicable to the sharing of investment 
costs. 

21.1 Original, Counterpart, or Other Instrument. An owner of a 
Working Interest may become a party to this agreement by signing the o r i g i 
nal of this instrument, a counterpart thereof, or other instrument agreeing 
to be bound by the provisions hereof. The signing of any such Instrument 
shall have the same effect as i f a l l the parties had signed the same 
instrument. 

22.1 Successors and Assigns. This agreement shall extend to, be 
binding upon, and inure to the benefit of the parties hereto and their 
respective heirs, devisees, legal representatives, successors, and assigns, 
and shall constitute a covenant running with the lands, leases, and interest 
covered hereby. 

IN WITNESS WHEREOF, the parties hereto have executed this agreement on 
the dates opposite their respective signatures. 

ARTICLE 21 
EXECUTION 

ARTICLE 22 
SUCCESSORS AND ASSIGNS 

SHELL OIL COMPANY 
Unit Opera-icy^ and Working Interest Owner 

1- '• 

ftPFlOVED 
Attorney i n Fact 
ROBERT L. AVARY / 

Address: P. 0. Box 991 ' 
Houston, Texas 77001 

By: 
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STATE OF TEXAS ) 
) 

COUNTY OF HARRIS ) 

day of 
The foregoing instrument was acknowledged before me this "3/ 

1978, by ROBERT L AVARY 
a Delaware corporation, 

.oregoing 

• t ^ o r ^ E 

5-r-

Attorney i n Fact <£or SHELL OIL COMPANY, 
behalf of said corporation. 

My Commission expires: 

BELINDA ROEBER 
Notary PuU.c in ana tot ,u„ ; S ; o u -w . T,.,. 

My Commission Expire j U | y ^ J w J 

on 

Notary Public i n and for 
Harris County, Texas 
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EXHIBIT F 
Attached to «ad made a part ot UNIT OPERATING AGREEMENT 

North Hobbs (Gravburg-San Andrea) Unit 
tea County. New Mexico 

ACCOUNTING PROCEDURE 
JOINT OPERATIONS 

L GZNXBAL ITO VISIONS 
L Penalties*) 

"Joint Proves ii" shall maaa tha real and personal prouotij subject to tba agreement ts which thii Accounting 
Procedure ia attached. 
"Joint Crpttrationi" ahall aaaa ill oparatlaaa mrniry er proper for tha clevelopcaent. operation, protection and 
maintenance of tha Joint Property. 
"Joist Account" shall mean tha account showing tha charges paid aad credit* received ia the conduct of tha Joint 
Operations and which are to be abated by the Parties. 
"Operator" shall ateaa the party designated ta tanttaet the Joint Operations. 
"NctvOperators" shall mean tha parties to thia agreement other thaa tha Operator. 
"Parties" shall aaaa Operator aad Ncta-Operators. 
"First Level Supervisors'* shall aaaa thoaa imployeas whose primary Auction in Joint Operations is thexfaBar, 
supervision of other employees and/or contract labor dir*etly eapleyed oo the Joint ftopaur ia a field operat
ing: tapaetty. 
•"Technical Employ***" shall aaaa those «Bployaaa having special aad specifie erigiaeeriag, geolot&eai or other 
profwtrifrnal skills, aad whose primary function ia Joint Operations is the ^ A U ^ of specifie operating mai
dens and problems (or the benefit of the Joint Property. 
"Personal ILxpea***" shall aaaa travel aad other reeamable reimbursable expanses of Operator's tanploytres. 
"Material" shall mean personal property, equipment or supplies acquired or held (or use on tha Joint Property. 
"Ccmtrollahle Material" shall mean Material which at tha time is ao classified In the Material Oasstflcation 
aa moat recently reotamended by th* Cotmcil of Petroleum Accountants Societies of North America. 

2. Stefeaoat aad Bluiags 
Operator shall bill Non-Operators oa or before the last day ot each month tor their proportionate share of the 
Joint Account (or the preceding month. Such bills win be accompanied by ru laments which identify the author
ity (or expenditure, leaae or facility, aad all charge* aad credits, summarized by appropriate -IT-**—i-n- of in
vestment and expense except that items of Coatrallable Material sad 'i*' charts* and credits shall be sep
arately identified and roily described ia detail. 

J. Adveaees aad Payments by Mea Operator* 
Unless otherwise provided for ia the agreement, the Operator may require the Non-Operators to advance their 
share of estimated cash outlay (or the succeeding month's operation. Operator shall adjust each monthly billing 
to reflect advances received from the Non-Operators. 
Xaeh Non-Operator shall pay its proportion of all bills within fifteen (IS) days after receipt. If payment is not 
made within such time, the unpaid balance shall bear interest monthly at tha rate of twelve percent (12%) per 
annum or the miTimiim contract rate perrnirted by the applicable usury law* in the state in which the Joint 
Piuttonj is located, whichever is tbe lesser, plus ittorney't fees, court casts, aad other costs in connection with 
the collection of unpaid amounts. 

4. Adjustment* 
Payment of any such bills shall not prejudice the right of aay Non-O pert tor to protest or question the eorreet-
ttes* thereof; provided, however, all bills and statements rendered to Non-Operators by Operator during any 
-il-—«•- year shall conclusively ba presumed ur be true aad correct after twenty-four (24) months following 
the end of aay such ft lender year, unless within the said twenty-four (24) month period a Non-Operator takes 
written exception thereto aad 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 (rom a physical inventory of OmtroUabie Material as provided for ia Section V. 

5. Audits 
A. Non-Opera tor. upon notice in writing to Operator aad all other Non-Operators, shall have the right to audit Ope
rator's accounts and records relating to tha 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 (or the taking of written exception to and the adjustments of accounts as provided (or ia Paragraph 4 of this 
Section L 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 s of inconvenience to the Opera
tor. Operator shall beer no portion of the Non-Operators' audit cost incurred under this paragraph unless agreed 
to by the Operator. 

t. Approval by N en-Oyer* tees 
Where an approval or other agreement of the Parties or Non-Operators is expressly required under other sec
tions of tbis Accounting Procedure and if the agreement to which this Aeeoumint; 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. 



IL DIRECT CHARGES 
Operator shell cfaarg. tha Joist Account with tho following items-
i . taatala aad Jseralttes 

L m m n a M M * B d royalties paid by Cparator tor tha Joint Operations, 
t. I aaar 

A. (1) Salariaa aad wage* of Clperator'i fiald employees dlreetlv — _ . . . , 
of Joint Opanttu t a T ^ . t m i ex^ensTT °" * • J o B * P l O D W t T » coaduet 

(3) Salariaa/of Tirst Level Sttpsrslauu ia tha fiald. 
( , > e ^ ^ ^ £ * i £ i ^ ^ 

• - - ^ w ^ ' S i S ? : 
S E T : SS-STi J r a - j a x s W a ^ T V a r t E 

D. 

3, 

i ^ r a ^ l i o T t o i . ^ . ^ • * » » « " « • caart-abl. to tho Joint Account undar 

Operator'* cnrraat costs of astshllihad plans for entployees' grotto Ufa ~—— V » ^ » . H . . M ~ . , 
***aeat, stock purchase, thrift, bonus, and otaer boaemi*«a*^ 

cost not w .xceed twenty par cant <»%), or percent rooot recently racosredad by r S T c o w c J l o f 
4. Material ratrolaum Accountants Societies) of North Aawrlca. 

i t c t^ l t i^ Only 

Trert*r«rtation oi employees and Material necessary for the Joint Cr>eratiocs but subject to the followta, liralta-

A. tt Material is moved ta the Joint Property from the Operator's warehouse or other properties, no <mar» 
bo road* to the Joint Account for a distance greater than tsm disuncefrrto t j I ^ J ^ 

pTbTtafparaS " " " " ^ ™ " **** " ^ ^ " ^ ^ ^ ^ S a g r ^ 

^ ^ r ^ ^ ^ l f ^ . ^ i ^ ^ t ! £ ^ ' ^ ' , * o t h * r ««*•«• ao charge shall be made to the 
Joint Account far a distance greater thaa the entrance ta the nearest reliable suoolv store, Tttam^Zt K . S ! 
ttmteaj. or railway rearing point unless agreed to by the ParZ^Nolaarge s h T b e ^ T t S ^ o l n ^ ! 
count for moving Material to other properties belonging to Operator, uaiaiMigreed^^^Pwr^ 

C i ? ̂ r ! » * i ? i ^ U ! l 1

0 f J ?
U b , ? ^ f ! ? 1 ? A * ° a a "»re shall be no equalization of actual groes truciani cost of 1300 or lees *—'•""«! ~ . — c h a r g e s , ^ m«^ns 

The cost of eceitract services, equipment aad utilities provided by outside sources, exeeet services «eh«<.*ri h. 
Paragraph > of section II and Parapaph 1. a of S e o t i o a m ^ o t a R T p r S e ^ ^ 
Mat,sarjicsa of technical persoaart directly engaged on the Joint Prooerty i f luohehSg^SSexeS rrom^ 
° " T h « , d " J * » • «?* o f^«a ioaa l consultant serviess or contract services ofUehatotl ̂ ersonael̂ ot di! 
rectlyjogaged oa the Joiat Property shall not be charged to the Joint Account u n l e s s ^ e X i i l y ^ W " by 

t aad recilitlet rernislMd by Operater 

*" ^ ! f , ^ t h • ^ 1 A c e ? u l t t o r * O p m t o r *°.u>Patt»t aad facilities at rata* earn-
meosurate with easts of ownership and operation. Such rates shall include costs of maintenance, repairs, other 
operatiac expanse, irourance. taxes, depreciation, and interest on invectment not to exca^^p^Tcent (8%) 
TthHtot P^SerrT ^ « - • » « - • » « « currently prevailing ia t h T i m a S . m 

1*. In lieu of charge* ia Paragraph TA above. Operator may elect to use average commercial rates orevailine in 
^ t a w ? T w * , ! k " ^ J r f J"* *2? * P n 2 * r t y » * • •utomotlve equipment. Operator may elect ttu^tes published by the Petroleum Motor Transport Association. 

a. Deaaeges end Leaae* te Jaiat Preperty 
AU costs or expenses necessary tor the repair or replacement of Joiat Property made necessary because of dam. 
ages or losses incurred by fire, flood, storm, theft, accident, or other cause, except those restating from Oarraur's 
groes negligence or willful misconduct. Operator shall furnish Non-Operator written notice of damases oTtosae* 
incurred aa soon as practicable after a report thereof has been received by Operator. ——» 
Legal Ex pease 
Expense of handling, investigating and settling litigation or daims. discharging of liens, payment of judgments 
* ° f * f ° u n " f*~i <"' 3 * u i , m t n , °' etaart* irwirred in or resulting from operations under the agreement or 
rtecassary to protect or recover the Joint Property, except that no charge for services of Operator's legal staff 
or tees or expense of outside attorneys shall be made unless previously agreed to by the Parties. All other legal 
expense is considered to be covered by the overhead provisions of Section OT unless otherwise a creed to bv the 
Parties, except is provided in Section I. Paragraph 3. 



i: 
It. Teaaa 

AH taxes of every kind sad nature assessed or levied upon or ia connection with the Joint Property, the opera-
ttoe thereof, or the production therefrom, aad which taxes have been paid by the Operator for the benefit of the 
Pertia*, 

Net premiums paid for insurance required ta be carried for tht Joint Operations for the prelection of the Par
ties, la the eeeat Joiat Operations are conducted ia a state ia which Operator rosy act as self-insurer for Work
men's CaatBeaaatioa and/or Employers Liability under the respective rate's laws. Operator may, at its election, 
uatteda tbe rtak under its self-insurance program aad ia that event, Operator shall include a charge at Operator's 
cost aot to exceed manual rates. 

VL Other txiaesjrarii 
Aay ether expenditure aot covered or dealt with ia tha foregoing provisions of this Section H, or ia Section m, 
and which ia incurred by tha Operator ia the necessary aad proper conduct of the Joiat Operations. 

Ttf OVsTXHa*AD 

L Aa cnmnnettina far utimnlenA. mar^n^r. **f<~ » - ~ i . » . ^ - t ^ , , n -hsrfe 
drilling sad pmiliwiiisj operations oa either: 

( X ) fixed Bate Basta, Paragraph IA, or 
( ) Percentage Bass*, Paragraph IB. 

Unless otherwise agreed ta by tha Parties, such charge shaH ba in lieu of coats aad expense* of all offices 
and salaries or wages plus applicable burdena and expenses of all personnel, except those directly chargeable 
under Paragraph ZA. Section IL The coat aad expense of serriea* from outside sources in connection with 
matters of taxstinn, traffic, accounting or matters before cr involving governmental agencies shall ba considered 
a* incruded ia the Overhead rates provided for in tha above selected Paragraph of this Section m unless such 
coat aad expense are agreed ta by tba Parties aa a direct charge to the Joiat Account. 

li. Tba salaries, wages aad Peceonal t manses of Technical Tmplnvoa* and/or tha coat of professional consultant 
aervicea aad contract services of tactmlral personnel directly employed ea the Joiat Property shall ( X) shall 
aet ( ) ba covered by the Overheed rates. 

A. Overhead - fixed Rata Beaut 
(1) Operator shall charge the Joint'Account at the following rates per weU per month: 

Drilling WeU Rata « ;pn 
Producing WeU Rato « i^s 

(2) Application of Overhead - fixed Bate Basis shall ba aa follows: 
(a) Drilling Well Bate 

[1] Charges for onahore drilling wells shall begin oa tha data the well ia spudded aad terminate an 
the data tba drilling er completion rig is rales sort, whichever ia later, except that no charge ahall 
be made during suspension of drilling operations for fifteen (IS) or more consecutive days. 

[2] Charges for offshore drilling wells shall begin on tha data when drilling or completion equipment 
arrives on Iocs ooo and terminate on the date the drilling or i nnipfcetlffi equipment moves off Iocs* 
ace or rig ia released, whichever occurs first, except that ao charge shall be made during suspen
sion of drilling operations for fifteen (IS) or more consecutive days 

[3] Charges for wells undergoing say type of walkover or recompletiaa for a period of five (S) con
secutive day* or mare shall ba made at the drilling well rate. Such charges shall be applied for 
the period from date woihover operation*, with rig, commence through date of rig release, except 
that aa charge shall be made during suspension ef operanon* for fifteen (13) or more consecutive 
days. 

(b) Producing Well Bates 
[1] Aa active well either produced or injected into for aay portion of the month shall be considered 

as a one-well charge for tbe entire month. 
[37 Xach active completion in a multi-completed well in which production ia not commingled down 

hole shall be considered as a one-well charge providing each completion ia considered a separate 
well by tbe governing regulatory authority. 

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

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

[3] All other inactive well* (including but not limited to inactive wells covered by unit allowable, 
leas* allowable, transferred allowable, etc) ahall not qualify for aa overhead charge. 

(3) The well rates shall be adjusted as of the first day of Apru*«*alM***i tfuHaaafropderxntfaBt̂  
IglWer* niBbli.au i»i*wiiaegidtjixa*lama>attaibesa The adjustment shall be computed by multi
plying the rate currently ia use by th* percentage increase or decrease in the average weekly earnings of 
Crude Petroleum and. Gas Production Workers for the last calendar year compared to the calendar year 
preceding as shown by th* index of average weekly eernings of Crude Petroleum and Ca* Field* 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 spplicsbie. The adjusted rates shall be 
the rates currently in use, plus or minus the computed adjustment. 
* of che year 1978 and each year thereafter. 



t. .. 
B. Ov*rh**ii - Percentage Basil 

(1) Operator shall charge tba Joiat Account at tba) following ratas: 
(a) Dstilnpumii 

.—Percent ( %) of tba cost of Development at tha Joint Property exclusive of casts 
Provxla4 UBOJOT Paragraph « 

(b) Opsratiag { 
rwoaat ( %) of th* coat of Operating tha Joiat Property exclusive of costs proridad 

under Paragraphs 1 and S of Section H. all salrage credits, the value of injected substance* purehaasd 
*~ '• "t T r iM il* 1—r nr* iTrrrmenti Trhirh sr* l*n*rt. ineiisd nrH nW ltrrnn the ma<-
eral in tar est in and to the Joint Property. 

(3) Appilration of Overhead - Percentage Basis shall be as follows: 
for tha purpose of detarmmiag charges on a percentage basis under Paragraph IB of this Section ITL de-
T*)np«n«nt iln'1 Inrhirto all mors tn mnnerrtnn irtth drilling raffliniin. deepening m IIII laiueillsi unci* ; 

- tkaaa aa aay or all watt* involving the ua* at drilling crew and acjuiaaatnt; alao,,«re&minary expenditures 
fisroeaary ia preparation for drilling and expenditures incurred ia ananrtoning when the well Is not conv- j 
parted a* • pnniUB*r, and original east of enrtsrruction or inetallariori of fixed assets, the «-rir««'ni of fixed 1 

aaeeta aad aay other project clearly diacernible as a fixed asset, except Major Conatroction aa deuMd ia I 
Paragraph 2 of tma Section m. All other oosts shall be coraaaarad aa Oparatina, j 

To nemjionsat* Operator far mihiaii costs ineuxred in the rarittnietton and tiwr*U*rloii of fixed assets, the ex- i 
prnMrm of fixed aists, aad aay other project dearly discernible as a fixed asset required for the development aad I 
• piwrtnw nf t h . Jo int P i m u M H . Op—atnf H a l l i H I » w f i t h n . - . > . p r i » t~ * K - fc^tw,, ~ . — ^ - • r ^ ^ - ^ t r l [ i 
charge the Joint Aceouat for Overhead based on the following rates far aay Major Cooauucuon project in excess 
aft 25,000 : t 
A. 3 sc. «g total costs if auch coat* are more man » 25. 000 hw laa* thaa * 100.000 • plus 
& 3 «- of total oast* in exose* of a 100.000 vm* lass than $UWa,000; pha 
C 2 *• of total costs ia exosa* of $U0OC,0OO. 
Total cot shall raaan the grose coat of any aae project. For the purpose of thi* paragraph, the oofnponont part* 
of a atagn project shall not be treated aeparateiy and the coat of drilling aad •uiaosoi wells ahall be rr*A»*)~\ 

The Overhead rate* provided for la thi* gectiou nt may he amended from time ta tana only by mutual agreement ! 
between the Parties hereto if, ia practice, the rate* are found to be insnfflriTit or txc party*. 

rv. PRICING or JOINT ACCOUNT MATERIAL PURCHASES, TRANSTZRS AMD DISPOSITIONS 
Operator ia rcsprmrlhle for Joint Aceouat Material and shaH make proper aad timely charges and credits for all ma
terial movements affecting the Joint Property. Operator shall provide all Material for use os the Joint Property; how. 
ever, at Operator's option, such Material may be supplied by tha Non-Operator. Operator shall make timely disposition 
of idle and/or surplus M*t*rtai. such disposal baiag made either through sale to Operator or Non-Operator, division ia 
kind, or sale to outsiders. Operator may purchase, but shall be under ao obligation to purchase, iaterest of Non-Opera
tors in surplus condition A or B Material. The disposal of surplus Controllabla Material not purchased by the Opera
tor shall be agreed to by the Parties. 

L Pnrthesei 
Material purchased shall be charted at th* price paid by Operator after rtodiicttan ef all discounts received. In case 
of Material found ta be defective or returned to sender far any other reason, credit shall bo pasaed to the Joint 
Account when «dlM*tmant haa bean received by the Operator. 

Material furnished ta the Joiat Property and Malarial transferred from th* Joint Pi oper ty or disposed of by th* 
Operator, unless otherwise agreed to by the Parties, shall be priced on the following bases exclusive of cash dis-
•aunts: 
A. New Material (Condition A) 

(1) Tubular goods, except Un* pipe, shall be priced at th* current new price in effect on date of movement oa a 
maximum carload or barge load weight basis, regardless of quantity transferred, equalised to the lowest 
published price to-b. railway receiving point er recognized barge terminal nearest tha Joiat Property 
where such Material is normally available. 

(2) Ua* Pipe 
(a) Movement of less thaa 30,000 pounds shall be priced at th* current new price, in effect at date of 

movement, a* listed by a reliable supply store nearest the Joint Ptopetty where euch Material is nor
mally available: 

(b) Movement of 30,000 pounds or mere shell 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 s reliable 
supply store or lo.b. railway receiving point nearest the Joint Property where such Material ia normally 
available. 

B. Good Used Material (Condition B) 
Material la sound aad serviceable condition aad suitable for reus* without reconditioning: 
(1) Material moved to the Joiat Property 

(a) At seventy-five percent (7351) of current new price, as determined by Paragraph 2A of this Section 17. 
(2) Material moved from the Joint Piupom 

(a) At seventy-five percent (73C) of current new price, as determined by Paragraph IA of this Section rv. 
if Material waa originally charged to the Joint Account as new Material, or 



(b) tt sixty-Ova percent (4a 91) of current new price, u determined by Paragraph 2A of thia Section 
TV. if Material was orifinally charted to th* Joint Account as rood used Material at seventy-fir* par. 
cont (75%) ot current now price. 

Tba coat of reconditioning, if any, shall ba abaorbed by the transferring property. 
C Other Uaed Material (Condition C and D) 

(l) Condition C 
Material which is not ia sound and serviceable condition and aot suitable for its original function until 
after rwjrsvntiocung shall be priced at fifty percent (90%) of current new price ss determined by Para
graph 2A of taia Section ry. The cast of reconditioning shall be charged to the receiving property, pro
vided Condition C value plus cost of reconditioning doe* not exceed Condition B value. 

(3) Condition D 
AB other Material, including junk, shaH be priced at a value aommensurate with its use or at prevailing 
price*. Material, ao longer suitable for its original purpose but usable for some other purpose, shall be 

• priced oa a basis cccflperable with that of item* namnlly used for such other purpose. Operator may dis-
-pee* ef Conditinn O Material under procedures normally utilised by the Operator without prior approval 
of Non-Op*ratora. 

a Obeaieto Material 
Material which ia wrrloasbl* and usable for Its original function but rowttlrloa and/or value of such Material 
la aot equivalent ta that which would justify a price as provided above may be specially priced aa agreed to by 
the Parties. Such price should result in the Joist Account being charged with the value of the service ren
dered by such Material. 

E, Pricing Conditions 
(1) Tooting and unloading costs may be charged to the Joint Account at the rat* of fifteen cents (lag) per 

hundred weight on all tubular goods movements, in lieu of 1 netting aad unloading coats sustained, when 
actual hauling east of such tubular good* ar* equalized under pitrristoni of Paragraph S of Section IL 

(2) Material involving erection costs shall be charged at applicable percentage of th* current knccked-down 
price of aaw Material. 

3, PrsailiiBi Mc** 
Whenever Material is aot readily obtainable at pwhllthed or listed prices because of national emerreaoea, strikes 
or other unusual cause* ova* which the Operator baa no control, the Operator may charge the Joint Account for the 
required Material at th* Operator's actual coat incurred ia providing such Material, in making it wi table for use, 
and in moving it to the Joiat Property; provided notice ia writing ia furaished to Non-Operators of tha proposed 
charge prior to billing Non-Operator* for such Material. Each Non-Operator shall have th* right, by so electing and 
notifying Operator within tan days after receiving notice from Operator, to furnish ia land all or part of his share 
of such Material suitable for use and acceptable to Operator. 

4. Warranty ef Material farsdebed by Operator 
Operator does not wart aut th* Material furnished. Ia eaa* of detective Msferlsl, credit shall aot b* passed to the 
Joint Account until adjustment haa been received by Operator trom tbe manufacturer* or their agents. 

V. INVENTORIES 
The Operator shall maintain detailed record* of Controllable Material. 

L Perieai* Isrresrteriee, Notice and Reaceaeatattan 
At reasonable intervals. Inventories shall be taken by Operator of the Joiat Account Controllable Material 
Written notice of intention to take inventory shall be given by Operator *t least thirty (30) days before any inven
tory is to begin so that Non-Operators may be npicaauud when aay inventory is taken. Failure of Non-Operators 
to be represented st aa inventory shall mad Non-Operator* to accept the inventory taken by Operator. 

2. BesearlUsrlen aad Adjestmeat of Inventories 
Reconciliation of a physical inventory with th* Joint Account shall be made, aad a list of overage* aad shortages 
shall be furnished to th* Non-Operators within six months following the taking of th* inventory. Inventory ad
justments shall be mad* by Operator with tha Joint Account for over ages and shortages, but Operator shall be 
held accountable only for shortages due to lack of reasonable dill genre 

X Special laveatertas 
Special Inventories may be taken whenever there is aay sal* or change of interest in the Joint Property. It shall 
be the duty of the party selling to notify all other Parties ss quickly as possible after the transfer of interest takes 
place. Ia such cases, both the seller aad th* purchaser shall be governed by such inventory. 

4. Espoeso ef Coo dottier PeriedU Inventories 
The expense of conducting periodic Inventories shall not be charged to th* Joiat Account unless sgreed to by the 
Parties. 





EXHIBIT G 
ATTACHED TO UNIT OPERATING AGREEMENT 
NORTH HOBBS (GRAYBURG-SAN ANDRES) UNIT 

LEA COUNTY, NEW MEXICO 

INSURANCE PROVISIONS 

Unit Operator shall carry the following insurance with respect to 
Unit Operations: 

(1) Public l i a b i l i t y and property damage insurance with l i m i t s 
of $100,000.00 for injuries to or death of one person and 
$300,000.00 for injuries or deaths i n one accident, and 
$100,000.00 for property damage i n one accident. 

(2) Automobile public l i a b i l i t y and property damage insurance 
with l i m i t s of $100,000.00 for injuries to or death of one 
person and $300,000.00 for injuries or deaths i n one accident, 
and $100,000.00 for property damage i n one accident. 

A l l insurance coverage required hereby shall be carried at the j o i n t 
expense and for the benefit of the Working Interest Owners. Premiums for 
automobile public l i a b i l i t y and property damage insurance on Unit Operator's 
f u l l y owned equipment shall not be charged directly to the j o i n t account, 
but w i l l be covered by the f l a t rate charge assessed for the use of such 
equipment. Unit Operator w i l l not carry f i r e , windstorm or explosion 
insurance covering Unit Operations or Unit Equipment. 

Contractors and sub-contractors w i l l be required to carry insurance 
of the same types as hereinabove specified and i n such amounts as deemed 
necessary by Unit Operator. 

I f under the laws of the State i n which operations are conducted 
Operator is authorized to be a self-insurer as to workmen's compensation 
and/or employers' l i a b i l i t y , Operator may elect to be a self-insurer under 
such laws and i n such event Operator shall charge to the j o i n t account, i n 
lieu of any premiums for such insurance, a premium equivalent limited to 
amounts determined by applying manual insurance rates to the payroll. 

I f the parties hereto or any of them shall insure their respective 
risks beyond the specific l i m i t s of insurance required hereunder to be 
carried by the Unit Operator, the benefits of such insurance shall inure 
to the parties procuring and maintaining the same, respectively, and the 
cost of such insurance shall be borne by such parties, respectively, 
without reimbursement one from the other and without entering into any 
accounting hereunder. 





EXHIBIT H 

ATTACHED TO UNIT OPERATING AGREEMENT 
NORTH HOBBS (GRAYBURG-SAN ANDRES) UNIT 

LEA COUNTY, NEW MEXICO 

INDEMNITY AGREEMENT 

WHEREAS, Section 14(c) of an agreement entitled "Unit Agreement, 
North Hobbs (Grayburg-San Andres) Unit, Lea County, New Mexico," dated 
June 1, 1978, provides that under certain circumstances and conditions 
therein stated a Tract that f a i l s to qualify under Section 14(a) or Section 
14(b) may be qualified under said Section 14(c) i f the requisite Working 
Interest Owners i n the Tract as specified i n said Section 14(c) request the 
qualification of the Tract and execute and deliver, or obligate themselves 
to execute and deliver, an indemnity agreement; and 

WHEREAS, Tract , described i n the Unit Agreement is such 
a Tract; and 

WHEREAS, the undersigned are owners of Working Interest i n such 
Tract and have become parties to the Unit Agreement and the Unit Operating 
Agreement and desire the qualification of the Tract under said Section 14(c): 

NOW THEREFORE, i n consideration of and conditioned upon said Tract 
meeting the other requirements of said Section 14(c) of the Unit Agreement 
and i t s being qualified under said Section 14(c), the undersigned hereby 
request the qualification of said Tract under said Section 14(c) and agree, 
together with other owners of Working Interest i n the Tract who execute and 
deliver, or who obligate themselves to execute and deliver, l i k e indemnity 
agreements, to indemnify and hold harmless a l l other Working Interest Owners 
in the Unit Area against a l l claims and demands required by said Section 
14(c) to be the subject of such indemnity. Any l i a b i l i t y arising hereunder 
shall be borne by the undersigned and other Working Interest Owners i n the 
Tract who are committed to l i k e indemnity agreements i n the proportion that 
the Working Interest of each i n the Tract bears to the t o t a l Working Interest 
therein of a l l the owners of Working Interest i n the Tract committed to such 
indemnity agreement. 

This indemnity shall become void with respect to a l l claims and 
demands based upon occurrences subsequent to any time that conditions are 
such that said Tract would be qualified under the provisions of said Unit 
Agreement without this indemnity. 

This agreement shall be binding upon and inure to the benefit of 
the heirs, devisees, legal representatives, successors, and assigns of the 
respective parties i n i t i a l l y bound or benefited by the provisions hereof. 

IN WITNESS WHEREOF, each of the undersigned has executed this 
instrument on the date opposite i t s signature. 
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Recommended by the 
Cni Council of Petroleum 
OUI. TULIA r«ioi Accountant! Societies of 

North America 

EXHIBIT F 

Attached to and made a part of UNIT OPERATING AGREEMENT 
Nor th Hobbs (Grayburg-San Andres) U n i t 

Lea County, New Mexico 

ACCOUNTING PROCEDURE 
JOINT OPERATIONS 

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 thexbbexx 
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 th'? 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 wi l l 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. I f 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 year shall conclusively be presumed to be true and correct after twenty-four (24) months following 
the end of any such calendar year, unless within the said twenty-four (24) month period a Non-Operator takes 
written exception thereto and makes claim on Operator for adjustment. No adjustment favorable to Operator shall 
be made unless i t 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 wi l l 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 Procedufe 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 ail Non-Opera
tors. 
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H DIRECT CHARGES 

Operator shall charge the Joint Account with 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^ a n d r e i a t e d expenses 

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

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

B. Operator's cost of holiday, vacation, sickness and disability benefits and other customary allowances paid to 
employees whose salaries and wages are-chargeable to the Joint Account under Paragraph 2A of this Section 
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 LL If percentage assessment is used, the rate shall be based on the Operator's cost experience. 

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

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

3. Employee Benefits 

Operator's current costs of established plans for employees' group life insurance, hospitalization, pension, re
tirement, stock purchase, thrift, bonus, and other benefit plans of a like nature, applicable to Operator's labor 
cost chargeable to the Joint Account under Paragraphs 2A and 2B of this Section I I shall be Operator's actual 
cost not to exceed twenty per cent (20%), or percent most r e c e n t l y recommended by the Counc i l o f 

4. Material Petroleum Accountants Soc i e t i e s o f N o r t h Amer ica . 

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

5. Transportation 

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

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

B. If surplus Material is moved to Operator's warehouse or other storage point, no charge shall be made to the 
Joint Account for a distance greater than the distance to the nearest reliable supply store, recognized barge 
terminal, or railway receiving point 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 $200 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 IH. The cost of professional consultant services and con
tract services of technical personnel directly engaged on the Joint Property if such charges are excluded from the 
Overhead rates. The cost of professional 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. Operator shall charge the Joint Account for.use of Operator owned equipment and facilities at rates com

mensurate with costs of ownership and operation. Such rates shall include costs of maintenance, repairs, other 
operating expense, insurance, taxes, depreciation, and interest on investment not to exceed eight per cent (8%) 
per annum. Such rates shall not exceed average commercial rates currently prevailing in the immediate area 
of the Joint Property. 

B. . In iieu of charges in Paragraph 7A above, Operator may elect to use average commercial rates prevailing in 
the immediate area of the Joint Property less 20%. For automotive equipment, Operator may elect to use rates 
published by the Petroleum Motor Transport Association. 

8. Damages and Losses to Joint Property 
Al 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 wil l ful misconduct. Operator shail furnish Non-Operator written notice of damages or losses 
incurredras 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. 



10. Taxes 

A l l taxes of every kind and nature assessed or levied upon or in connection with the Joint Property, the opera
tion thereof, or the 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 U, or in Section LTI, 
and which is incurred by the Operator in the necessary and proper conduct of the Joint Operations. 

DX OVERHEAD 

Overhead - Drilling and Producing Operations 

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

( X ) Fixed Rate Basis, Paragraph LA, 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 LT. 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 ( X) 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 $ 2311 
Producing Well Rate $_LfL5 

(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 terrninate 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
uon 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, 
r lease allowable, transferred allowable, etc.) shall not qualify for an overhead charge. 

(3) The well rates shall be adjusted as of the first day of Apri l £H^3}sera:x&r]&a»xr^^^ 
a^«mSfWX«3<»3ridrat to^^ 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 year 
preceding as shown by the index of average weekly earnings of Crude Petroleum and Gas Fields Produc
tion Workers as published by the United States Department of Labor, Bureau of Labor Statistics, or the 
equivalent Canadian index as published by Statistics Canada, as applicable. The adjusted rates shall be 
the rates currently in use, plus or minus the computed adjustment. 

* of the year 1978 and each year thereafter. 
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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 H 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 n , 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 m , 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 dex.ned in 
Paragraph 2 of this Section m . 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 
of s 25.000 : 
A. 1 _ % 0 f tota] costs if S U ch costs are more than S 25.000 but less than s 100,000 -
B. 3 _ % of total costs in excess of s 100,000 hut less than $1,000,000; plus 
C. 2 _ % of total costs in excess of $1,000,000. 

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 Bates 

The Overhead rates provided for in this Section HI 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 of by the 
Operator, unless otherwise agreed to by the Parties, shall be priced on the following bases exclusive of cash dis
counts: 

A. New Material (Condition A) 

(1) Tubular goods, except line pipe, shall be priced at the current new price in effect on date of movement on a 
maximum 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. Goocf 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 (75% ) 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 (75% ) 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 (65%) of current new price, as determined by Paragraph 2A of this Section 
IV, i f Material was originally charged to the Joint Account as good used Material at seventy-five per
cent (75%) 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) 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 t y percent (50%) of current new price as determined by Para
graph 2A of this Section TV. 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 

A l 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 (15 al) 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 n . 

(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 
piace. 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. 

r 



W. R. Humphries 
COMMISSIONER 

Advisory Board 
George Clark 
Chairman 

Kristin ConniH 
Vice Chairman 

Meivin Cordova 
Joe Kelly 

Robert Portillos 
Nancy Lynch Vigil 

Rex Wilson 

State of lXexv IMCTQ-CO 

Commissioner of Public Lands 

CZ "Z> 7/ 

A p r i l 2 4 , 1 9 9 0 

Amoco Production Company 
P.O. Box 3092 
Houston, Texas 77253 

ATTN: M. D. C a s t l e b e r r y 

RE: South Hobbs (GSA) U n i t 
1990 Plan of Development 

Gentlemen: 

The Commissioner of P u b l i c Lands has t h i s date approved the 1990 
Plan of Development f o r t h e South Hobbs GSA U n i t . Our approval 
i s s u b j e c t t o l i k e approval by a l l o t h e r a p p r o p r i a t e agencies. 

The p o s s i b i l i t y of drainage by w e l l s o u t s i d e of th e U n i t Area and 
the need f o r f u r t h e r development of th e U n i t may e x i s t . You w i l l 
be contacted a t a l a t e r date r e g a r d i n g these p o s s i b i l i t i e s . 

Enclosed i s an approved copy of t h e 1990 Plan of Development f o r 
your f i l e s . I f we may be of f u r t h e r h e l p , please do not h e s i t a t e 
t o c o n t a c t t h i s o f f i c e a t (505) 827-5746. 

Very t r u l y yours, 

W.R. HUMPHRIES, 
COMMISSIONER OF PUBLIC LANDS 

BY: fl 
FLOYD 0. PRANDO, D i r e c t o r 
O i l and Gas D i v i s i o n 
(505) 827-5746 

cc: OCD - Santa Fe, New Mexico 
BLM 
Uni t Correspondence F i l e 
U n i t P.O.D. F i l e 

WRH/F0P/SMH 

•P.O. Vo^ 1148 Santa fe, 9&{ 87504-1148 1505) 827-5760 



Amoco Production Company 
Hous ton Region 
501 WestLake Park Bou levard 
Pose Off ice Box 3 0 9 2 
Ho i .s io i. Texos 7 7 2 5 3 

J. R. Barnett 
Division Production 
Manager 

August 8, 1984 

File: JLW-416-3463 

Re: Phase III Effective Date 
South Hobbs (Grayburg-San Andres) Unit 
Lea County, NM 

Commissioner of Public Lands 
Director, Oil and Gas Division 
P. 0. Box 1140 
Santa Fe, NM 87501 

Attn: Mr. Jim Baca 

Gentlemen: 

Please refer to our previous correspondence of July 25, 1984, 
File: JLW-416-2819, advising that the South Hobbs (Grayburg-San 
Andres) Unit would enter Phase I I I , August 1, 1984. Production 
from the unit and other qualified tracts did not reach 12,800,000 
barrels as anticipated but will during August; therefore, Phase 
III will become effective September 1, 1984. 

Yours very truly, 

BBU/mab 

cc: Mr. Joe Ramey, Director 
New Mexico Oil Conservation Division 
Box 2088 
Santa Fe, NM 87501 



E. D. Newman 
Division Operations 
Superintendent 

oiVisior ~- iNoi-r-ivA I iOii 
Amoco Pro^/CT»n-Gompany 
Houston Region 
500 Jefferson Building 
Post Office Box 3092 
Houston, Texas 77001 
West Texas-Eastern 
New Mexico Division 

flay 15, 1981 

F i l e : GDD(2)-416-2217 

Re: Phase Change 
South Hobbs (Grayburg San Andres) Unit 
Lea County, New Mexico 

Commisxsioner of Public Lands 
Attn: Vlr. Ray D. Graham 
Director^ of Oil and Gas Division 
P. 0. Bo\lU8 
Santa Fe, NM 87501 

Gentlemen: 

This is to advise that production from the South Hobbs (Grayburg-San 
Andres) Unit reached 6,400,000 barrels during the month of August, 1980. 
Therefore in accordance with the Unit Agreement, Phase I I became effective 
September 1, 1980. We would appreciate your updating your records 
accordingly. We regret this oversight for not notifying you sooner. 

Yours very truly, 

WJW/jmc 
753/F 

cc: Joe D. Ramey, Director 
NMOCD 
Box 2088 
Santa Fe, MM 87501 



ENERGY AND MINERALS DEPARTMENT 
OIL CONSERVATION DIVISION 

STATE OF NEW MEXICO 

LARRY KEHOE 

BRUCE KING 

SECfiETARY 

POST OFFICE BOX 2088 
STATE LAND OFFICE BUILDING 
SANTA FE. NEW MEXICO 87501 

(505) B27-2434 

April 24, 1980 

Amoco Production Company 
P. 0. Box 68 
Hobbs, New Mexico 88240 

Attention: Mr. S. J. Okerson 

Administrative Order PMX-83 

Gentlemen: 

Reference is made to your letter dated April 3, 1980, requesting 
certain extensions to the project area for your pressure maintenance 
project in the South Hobbs GSA Unit, Hobbs Pool, Lea County, New Mexico. 

Pursuant to the authority granted me by Rule 10 of Order No. 
R-4934, the Amoco South Hobbs Grayburg-San Andres Pressure Maintenance 
Project Area is hereby expanded to include the SW/4 NE/4 and SE/4 
of Section 6, Township 19 South, Range 38 East, NMPM, Lea County, 
New Mexico. 

JDR/DSN/g 

cc: Oil Conservation Division 
Box 1980 
Hobbs, New Mexico 

State Land Office 
Santa Fe, New Mexico 



State of New Mexico 

JIM BACA 
COMMISSIONER 

Commissioner 
SANTA FT, NEW MEXICO 87504-1146 
Express Mail Delivery Uaet 
310 Old Santa Fe Trail 

P.O. SOX 1148 

November 30, 1984 

Amoco Production Company 
P. 0. Box 3092 
Houston, Texas 77253 

Santa Fe, New Mexico 67^01 

Re: South Hobbs Gb/Sa Unit 
Approval for enlargement 
Lea County, New Mexico 

ATTENTION: Mr. D. L. Hood 

Gentlemen: 

This o f f i c e i s i n receipt of your application f o r approval f o r enlarge
ment of the South Hobbs (Grayburg - San Andres) Unit Area to include the 
W/2SE/4 of Section 5-19S-38E, Lea County, New Mexico. 

The Commissioner of Public Lands has t h i s date approved the enlargement 
of the South Hobbs Unit Area to include the W/2SE/4 of Section 5-19S-38E 
as per A r t i c l e 12 of said u n i t agreement. The e f f e c t i v e date of the enlarge
ment i s December 1, 1984. 

I f we may be of furt h e r help please do not hesitate to c a l l on us. 

Very t r u l y yours, 

JIM BACA 
COMMISS-D 

FLOYD 0. PRANDO, Ass 
Oi l and Gas Division 
AC 505/827-5744 

JB/FOP/pm 
encIs. 
cc: OCD-Santa Fe, New Mexico^ 
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Amoco Production Company 
500 Jefferson Building 
P.O. Box 3092 
Houston, Texas 77001 

E. E. Morris 
Division Engineer 

October 31, 1974 

F i l e : DRC-986.51NM-3503 

Re: Request fo r Hearing 
Hobbs Pool 

Mr. A. L. Porter, J r . , (3) 
Secretary-Director 
New Mexico O i l Conservation Commission 
P. 0. Box 2088 
Santa Fe, New Mexico 87501 

Dear S i r : 

Amoco P r o d u c t i o n Company r e s p e c t frilly r e q u e s t s * hpaHnrf. 
pe scheduled f o r the approval of the South Hobbs ffirayr>m~g 
San Andres) Unit^ Lea County. New Mexico r and for apprnval 
ot a pressure maintenance project.Amoco w i l l f urther 
request approval of 45 water i n j e c t i o n service wells, 
provisions f o r administrative approval of additional injec 
t i o n wells i n the pro j e c t , approval of a project area and 
provisions f o r transfer of allowable w i t h i n the project 
area. 

Attached i s a map of the Hobbs Field including the names 
of interested parties showing the u n i t o u t l i n e and the 
location of the proposed i n i t i a l i n j e c t i o n wells. A 
tabulation showing the name and location of the i n i t i a l 
i n j e c t i o n wells and a copy of the Unit Agreement i s also 
attached. 

Amoco Production Company r e s p e c t f u l l y requests th a t t h i s 
matter be heard at the Examiner Hearing scheduled f o r 
November 26, 1974. 

Yours very t r u l y , 

Attachments 
DOCKET MAILED 

DRC:as 



A T W O O D , M A L O N E , MANN S« C O O T E R 
L A W Y E R S 

C H A R L E S F. M A L O N E 
R U S S E L L D. M A N N 
P A U L A . C O O T E R 
B O B F. T U R N E R 

J E F F D. A T W O O D [ T e e 3 - I 9 6 0 ] R O B E R T A . J O H N S O N 

R O S S L . M A L O N E [1910 -197 .4 ] J O H N W , B A S S E T T 
R O B E R T E. S A B I N 
R U F U S E . T H O M P S O N 

P. O . D R A W E R 7 0 0 

S E C U R I T Y N A T I O N A L B A N K B U I L D I N G R A L P H D . S H A M A S 

R O S W E L L , NEW MEXICO 8 8 2 0 1 

[ 5 0 5 ] 6 2 2 - 6 2 2 1 

November 20, 1974 

Mr. A. L. Porter, J r . , Director 
O i l Conservation Commission 
State Land Office Building 
Santa Fe, New Mexico 87105 

RE: Examiner Hearing November 26, 1974 
Case No. 5371 
Case No. 5372 

Dear Mr. Porter: 

In behalf of Amoco Production Company, I would appre
ciate your f i l i n g the enclosed Entrys of Appearance by our f i r m , 
i n each of the two cases c i t e d above, f o r the applicant. 

Thank you and wi t h regards, 

Very t r u l y yours, 

CFM:sgs Charles F. Malone 
Enclosures 

cc: Guy Buell, Esquire 
Dean J. Capp, Esquire 



BEFORE THE OIL CONSERVATION COMMISSION 

STATE OF NEW MEXICO 

IN THE MATTER OF THE APPLICATION ) 
OF AMOCO PRODUCTION COMPANY FOR ) 
APPROVAL OF PRESSURE MAINTENANCE ) 
PROJECT, SOUTH HOBBS UNIT, GRAY- ) 
BURG AND SAN ANDRES FORMATIONS, } 
ON LANDS IN TOWNSHIP 19 SOUTH, ) 
RANGE 38 EAST, LEA COUNTY, NEW ) 
MEXICO, AND FOR SPECIAL RULES ) 
INCLUDING ADMINISTRATIVE PROCEDURES. Case No. 5372 

Roswell, New Mexico, hereby enter t h e i r appearance herein 

f o r the Applicant, Amoco Production Company with Guy Buell, 

Esquire, of Houston, Texas. 

ENTRY OF APPEARANCE 

The undersigned Atwood, Malone, Mann & Cooter of 

ATWOOD, MALONE, MANN & COOTER 

Attorneys f o r Amoco Production 
Company 
P. 0. Drawer 700 
Roswell, New Mexico 88201 



BEFORE THE OIL CONSERVATION COMMISSION 

STATE OF NEW MEXICO 

IN THE MATTER OF THE APPLICATION 
OF AMOCO PRODUCTION COMPANY FOR 
APPROVAL OF ITS SOUTH HOBBS UNIT 
AGREEMENT, COVERING LANDS IN TOWN
SHIPS 18 and 19 SOUTH, RANGE 38 
EAST, LEA COUNTY, NEW MEXICO. Case No. 5371 

ENTRY OF APPEARANCE 

The undersigned Atwood, Malone, Mann & Cooter of 

Roswell, New Mexico, hereby enter t h e i r appearance h e r e i n 

f o r the A p p l i c a n t , Amoco Production Company w i t h Guy B u e l l , 

Esquire, o f Houston, Texas. 

ATWOOD, MALONE, MANN & COOTER 

Attorneys f o r Amoco Production 
Company 
P. 0. Drawer 700 
Roswell, New Mexico 88201 



PHIL R. LUCERO 
COMMISSIONER 

State of NewMexico 

Commissioner of RJUic Lands 
March 26, 1973 

505-827-2748 „ 

• MAR I <) 197S l y 

cJ~SvAT!ON COMM-

P. O. BOX 1148 
SANTA FE, NEW MEXICO 87501 

Amoco Production Company j , ./ 
500 Jefferaon Building " ' 
P. 0. Box 3092 
Houston, Texas 77001 

Ra: Initial Plan of Operation 
South Hobbs (Grayburg-San Andres) Unit 
Lea County, Naw Mexico 

ATTENTION: Hr. Carl J. Christensen 

Gentlemen: 

This will acknowledge receipt of your letter dated March 7, 1975, 
together with your Initial Plan of Operation and a list of well names and 
numbers for the South Hobbs (Grayburg-San Andrea) unit, Lea County, New 
Mexico. 

The Conniesloner of Public Land* haa this date approved your Initial 
Plan of Operation and accepta your list of well names and numbers. 

We ere retaining the only copy submitted for our files. 

Very truly yours, 

PHIL R. LUCERO 

COMMISSIONER OF PUBLIC LANDS 

BY: 
BAY D. GRAHAM, Director 
Oil and Oas Division 

PRL/RDG/s 
cc: OCC-Santa Pe, New Mexico 



O I L . C O N S E R V A T I O N C O M M I S S I O N 

STATE OF NEW MEXICO 
P. 0. BOX 2088 - SANTA FE 

87501 

December 5, 1974 

I . R TRUJILLO 
CHAIRMAN 

LAND COMMISSIONER 
ALEX J. ARMIJO 

MEMBER 

STATE GEOLOGIST 
A. L. PORTER, JR. 

SECRETARY - DIRECTOR 

Mr. Guy Buell 
Amoco Production Company 
Post Office Box 3092 
Houston, Texas 77001 

Re: CASE NO. 3 J / X 

ORDER NO. R-4924 

Applicant: 

Amoco Production Company 

Dear S i r : 

Enclosed herewith are two copies of the above-referenced 
Commission order recently entered i n the subject case. 

Very t r u l y yours, 

A. L. PORTER, Jr. 
Secretary-Director 

/ 

ALP/ir 

Copy of order also sent t o : 

Hobbs OCC x 

Artesia OCC 
Aztec OCC ' 

Other Unit Division - State Land Office 



AMOCO 
21 Amoco Production Company 

500 Jefferson Building 
• P.O. Box 3092 
.Houston, Texas 77001 

Bruce A. Landis, Jr. 
Division Unitization 
Superintendent 

June 17, 1977 

File: BAL-416-2357 

Re: South Hobbs (Grayburg - San Andres) Unit 
Lea County, New Mexico 

New Mexico Oil Conservation Commission 
Box 2088 
Santa Fe, NM 

Gentlemen: 

The first enlargement of the South Hobbs (Grayburg - San Andres) Unit, 
Lea County, New Mexico, to include Tracts 6, 7, 23 and 24 will be 
effective July 1, 1977. Enclosed for your records are copies of First 
Revision to Exhibit "A" and Second Revision to Exhibits "B" and "C." 
Also enclosed are copies of ratifications from interest owners in the 
affected tracts. 

Yours very truly, 

O r 

RA/gh 
5/0696 

Enclosures 
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THIRD REVISION 

Tract 
No. 

3 

4 

5 

6 

7 

10 

11 

12 

15 

EXHIBIT "C" 
TO 

UNIT AGREEMENT 
SOUTH HOBBS (GRAYBURG-SAN ANDRES) UNIT 

LEA COUNTY, NEW MEXICO 

Description 

TOWNSHIP 18 SOUTH, RANGE 38 EAST 

Section 33: SE/4 SE/4 

TOWNSHIP 19 SOUTH, RANGE 38 EAST 

Section 4: 

Section 5: 
Section 9: 
Section 10: 

Section 15: 

Section 8 

Section 6 

Section 6 

Section 6: 

Section 8: 

Section 16: 

NW/4, E/2 SW/4. 
SE/4 
SW/4 
E/2 NW/4, NE/4 
W/2 NW/4, S/2 
SW/4 
N/2 NW/4, SW/4 
NW/4 

N/2 SE/4 

NW/4 

N/2 NE/4, 
SE/4 NE/4 

SW/4 NE/4 

N/2 NW/4 

NE/4 NE/4 

TOWNSHIP 18 SOUTH, RANGE 38 EAST 

Section 34 

Section 34 

Section 34 

NW/4 NW/4 

SW/4 NW/4 

SW/4 

Tract Participation - % 

Phase I 

2.29437 

27.77515 

.00000 

1.49375 

3.99563 

.43989 

.46131 

.08805 

2.83567 

2.21072 

7.81744 

Phase I I 

1.70130 

26.59355 

.11114 

1.67072 

3.31023 

.50471 

.70853 

.27566 

2.00174 

1.74457 

6.39330 

Phase I I I 

2.20204 

32.12389 

.00684 

.72778 

1.23879 

.34038 

.26590 

.04943 

2.25186 

2.65339 

8.28097 

C-l 





Tract Participation - % 
Tract 
No. Description Phase I Phase I I Phase I I I 

TOWNSHIP 19 SOUTH, RANGE 38 EAST 

16 Section 5: NW/4 7.75821 6.09578 5.76487 

17 Section 5: NE/4 5.06118 5.07112 5.65843 

18 Section 4: NE/4 6.34143 5.74359 8.71958 

19 Section 3: NW/4 4.58273 4.41936 4.78985 

20 Section 3: NE/4 1.37718 2.35585 1.25069 

21 Section 3: S/2 7.43540 7.21067 6.81973 

22 Section 5: 
Section 4: 

E/2 SE/4 
W/2 SW/4 

4.79321 4.33004 3.41646 

23 Section 6: E/2 SE/4 1.00757 1.10909 .35654 

24 Section 6: W/2 SE/4 .76249 .84082 .30746 

25 Section 8: NE/4 NE/4 .18258 .38118 .30151 

26 Section 8: SE/4 NE/4 .29519 .40460 .21736 

27 Section 9: NW/4 NW/4 .30112 .60409 .54589 

28 Section 9: SW/4 NW/4 .15471 .32582 .24839 

29 Section 10: E/2 NW/4 .97371 1.46414 2.72089 

30 Section 10: N/2 NE/4 1.33892 1.35109 .80364 

31 Section 10: S/2 NE/4 2.65938 2.04395 1.13459 

32 Section 10: N/2 SE/4 .82839 1.21820 1.11129 

33 Section 10: N/2 SW/4 .99962 1.42864 1.46500 

34 Section 10: S/2 SE/4 1.20389 1.55111 .91140 

35 Section 9: N/2 SE/4 .51865 1.06733 .73110 

36 Section 9: N/2 SW/4 .25937 .57264 .20972 

37 Section 9: S/2 SE/4 .35680 .73420 .27319 

38 Section 15: NW/4 NE/4 .00000 .53087 .32028 

39 Section 15: NE/4 NE/4 .28976 .40445 .26371 

40 Section 15: S/2 NE/4 .00000 .61493 .28449 





Tract 
No. Description 

41 Section 15 SE/4 NW/4 

42 Section 15 : NE/4 SW/4 

43 Section 15 : NW/4 SW/4 

44 Section 15 : S/2 SW/4 

45 Section 15 : NW/4 SE/4 

46 Section 15 : NE/4 SE/4 

47 Section 15 : SE/4 SE/4 

48 Section 15 : SW/4 SE/4 

49 Section 11 : SW/4 SW/4 

50 Section 14 : W/2 NW/4 

SRD.fjc 
ER/712 

Tract Participation - % 

Phase I Phase I I Phase I I I 

.23608 .52078 .28578 

.18160 .34816 .34872 

.ooooo .22430 .05770 

.17804 .54721 .19021 

.45890 .60236 .26552 

.05191 .26262 .02827 

.00000 .12526 .00403 

.00000 .22698 .02177 

.00000 .07271 .02068 

.00000 .18061 .00999 

100.00000% 100.00000% 100.00000% 

C-3 





FIRST ENLARGEMENT 
RATIFICATION OF AGREEMENTS ENTITLED 

"UNIT AGREEMENT" AND "UNIT OPERATING AGREEMENT" 
SOUTH HOBBS (GRAYBURG-SAN ANDRES) UNIT 

LEA COUNTY. MEW,HEXLCQ 

KNOW ALL MEN BY THESE PRESENTS: 

WHEREAS THI; UNDERSIGNED OWNER OF ROYALTY INTEREST HEREBY ACKNOWLEDGES RECEIPT OF THAT CERTAIN INSTRUMENT ENTITLED "UNIT AGREE
MENT, SOUTH HOBBS (GRAYBURG-SAN ANDRES) UNIT, LEA COUNTY, NEW MEXICO," DATED MAY 1, 1971, RECORDED IN VOLUME ̂ ?2, PAGES 362-W6, 
OF THE MlSCElLANEOUS RECORDS OF LEA COUNTY, NEW MEXICO, HEREINAFTER REFERRED TO AS THE UNIT AGREEMENT; A "CERTIFICATE OF EFFEC
TIVENESS FOR UNIT AGREEMENT AND FIRST REVISION OF EXHIBITS 'A,' 'B,' AND 'C; ATTACHED THERETO AND RECORDED IN VOLUME 52*, PAGES 
M55-W6, OF THE MISCELLANEOUS RECORDS OF LEA COUNTY, NEW MEXICO; A "CERTIFICATE OF EFFECTIVENESS FOR FIRST REVISION OF EXHIBIT 
'A' AND SECOND REVISION OF EXHIBITS 'B' AND 'C ATTACHED TO UNIT AGREEMENT" AND RECORDED IN VOLUME V5, PAGE 129, OF THE MISCEL
LANEOUS RECOROS OF LEA COUNTY, NEW MEXICO; AND A COPY OF SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND 
"VL AND THE UNDERSIGNED OWNER OF WORKING INTEREST HEREBY ACKNOWLEDGES RECEIPT OF SAID UNIT AGREEMENT, A COPY OF "UNIT OPERATING 
AGREEMENT, SOUTH HOBBS (GRAYBURG-SAN ANDRES) UNIT, LEA COUNTY, NEW MEXICO," HEREINAFTER REFERRED TO AS UNIT OPERATING AGREEMENT, 
COPIES OF SAID CERTIFICATES OF EFFECTIVENESS, AND COPIES OF SAID SECOND REVISION OF EXHIBIT "A" AND THIRD PEVISIONS OF EXHIBITS 
*B" AND "C"; AND 

WHEREAS SAID SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND "C" TO SAID UNIT AGREEMENT IDENTIFY TRACTS 
NOS. 6, 7, 23, AND 21 WHICH MAY BE INCLUDED IN THE UNIT AREA COVERED BY SAID UNIT AGREEMENT AS A RESULT OF THE ENLARGEMENT OF 
THE UNIT AREA, DEPENDING UPON WHETHER SUCH TRACTS QUALIFY FOR INCLUSION THEREIN AS PROVIDED IN ARTICLE 12 OF SAID UNIT AGREEMENT, 
AND SAID SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS *B" AND "C" ALSO IDENTIFY ALL OF THE TRACTS IN THE 
EXISTING UNIT AREA; AND 

» 
WHEREAS EACH OF THE UNDERSIGNED REPRESENTS THAT IT IS AN OWNER OF A ROYALTY INTEREST, OR WORKING INTEREST OR INTERESTS, AS 
THOSE TERMS ARE DEFINED IN SAID UNIT AGREEMENT IN ONE OR MORE OF TRACTS 6, 7, 23, OR 21 AS IDENTIFIED BY SAID EXHIBITS; AND 

WHEREAS, THE UNDERSIGNED OWNER OF A ROYALTY INTEREST, BEING FAMILIAR WITH THE CONTENTS THEREOF, DESIRES TO RATIFY AND CONFIRM 
SAID UNIT AGREEMENT AND SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND "C AND THE UNDERSIGNED OWNER OF 
A WORKING INTEREST OR BOTH ROYALTY AND WORKING INTERESTS, BEING FAMILIAR WITH THE CONTENTS THEREOF, DESIRES TO RATIFY AND CONFIRM 
SAID UNIT AGRELMENT, SAID UNIT OPERATING AGREEMENT, AND SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND "C"J 

NOW THEREFORE, EACH OF THE UNDERSIGNED DOES HEREBY RATIFY AND CONFIRM SAID UNIT AGREEMENT AND SAID REVISED EXHIBITS OR SAID UNIT 
AGREEMENT AND UNIT OPERATING AGREEMENT AND REVISED EXHIBITS DEPENDENT ON THE TYPE OF INTEREST OR INTERESTS OWNED. 

IN WITNESS WHEREOF, EACH OF THE UNDERSIGNED PARTIES HAVE EXECUTED THIS INSTRUMENT ON THE DATE SET FORTH OPPOSITE ITS SIGNATURE. 

DATE 

DATE 

.MtornejMp„£act_ 
INDIVIDUAL AND MARRIED-PERSONS' ACKNOWLEDGMENT 

THE STATE OF 

COUNTY OF 

BEFORE ME, THE UNDERSIGNED, A NOTARY PUBLIC IN AND FOR SAID COUNTY AND STATE, ON THIS DAY PFRSONALLY APPEAREP 
. KNOWN TO ME TO BE THE PERSON(s) WHOSE NAME(s) IS (ARE) SUBSCRIBED TO THE 

NSTRUMENT, AND ACKNOWLEDGED TO Mc THAT _HE_ EXECUTED THE SAME FOR THE PURPOSES AND CONSIDERATION THEREIN EXPRESSED. 
________ DAY OF . , A.D, 19 , 

FOREGOING 

GIVEN UNDER MY HAND AMD SEAL OF OFFICE, THIS THE 

NOTARY PUBLIC IN AND FOR 

COUNTY, 

- r e x a s CORPORATE AND TRUST ACKNOWLEDGMENT THE STATE OF 
COUNTY OF H a r r i s . 

BEFORE- ME. THE. UNDERSIGNED, A NOTARY PUBLIC IN AND FOR SAID COUNTY AND STATE, ON THIS DAY PERSONALLY APPEARED 
< KNOWN TO ME TO BE THE PERSON WHO EXECUTED THE FOREGOING INSTRUMENT AS Attorney 

,irV Fact —' OF Amnrn PrnHnrtinn Pnmpa 
XLy , AND ACKNOWLEDGED TO ME THAT HE EXECUTED THE 

SAME FOR THE PURPOSES AND CONSIDERATION THEREIN EXPRESSED AS THE ACT AND DEED OF SAID PC, V-pClV-a 11 (111 AND IN THE 
CAPACITY THEREIN STATED. ' ~tL 
GIVEN UNDER MY HANB AND SEAL OF OFFICE, THIS THE / 5" ^ DAY OF April , A.D. 19 TL 

PUBLIC IN AND FOR 

COUNTY, Texas DOROTHY £ MIDDLETON 





FIRST ENLARGEMENT 
RATIFICATION OF AGREEMENTS ENTITLED 

"UNIT AGREEMENT" AND "UNIT OPERATING AGREEMENT" 
SOUTH HOBBS (GRAYBURG-SAN ANDRES) UNIT 

I FA COUNTY. NEW MEXICO 

KNOW ALL MEN BY THESE PRESENTS: 

WHEREAS THE UNDERSIGNED OWNER OF ROYALTY INTEREST HEREBY ACKNOWLEDGES RECEIPT OF THAT CERTAIN INSTRUMENT ENTITLED "UNIT AGREE
MENT, SOUTH HOBBS (GRAYBURG-SAN ANDRES) UNIT, LEA COUNTY, NEW MEXICO," DATED MAY 1, 1971, RECORDED IN VOLUME 3?2, PAGES 362-106, 
OF THE MlSCElLANEOUS RECORDS OF LEA COUNTY, NEW MEXICO, HEREINAFTER REFERRED TO AS THE UNIT AGREEMENT; A "CERTIFICATE OF EFFEC
TIVENESS FOR UNIT AGREEMENT AND FIRST REVISION OF EXHIBITS 'A,' 'B,' AND 'C; ATTACHED THERETO AND RECORDED IN VOLUME 321, PAGES 
135-136, OF THE MISCELLANEOUS RECORDS OF LEA COUNTY, NEW MEXICO; A "CERTIFICATE OF EFFECTIVENESS FOR FIRST REVISION OF EXHIBIT 
'A' AND SECOND REVISION OF EXHIBITS 'B' AND 'C ATTACHED TO UNIT AGREEMENT" AND RECORDED IN VOLUME 325, PAGE 129, OF THE MISCEL
LANEOUS RECOROS OF LEA COUNTY, NEW MEXICO; AND A COPY OF SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND 
"C"; AND THE UNDERSIGNED OWNER OF WORKING INTEREST HEREBY ACKNOWLEDGES RECEIPT OF SAID UNIT AGREEMENT, A COPY OF "UNIT OPERATING 
AGREEMENT, SOUTH HOBBS (GRAYBURG-SAN ANDRES) UNIT, LEA COUNTY, NEW MEXICO," HEREINAFTER REFERRED TO AS UNIT OPERATING AGREEMENT, 
COPIES OF SAID CERTIFICATES OF EFFECTIVENESS, AND COPIES OF SAID SECOND REVISION OF EXHIBIT "A" AND THIRD PEVISIONS OF EXHIBITS 
"B" AND "C"I AND 

WHEREAS SAID SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND "C" TO SAID HNIT AGREEMENT IDENTIFY TRACTS 
NOS. 6, 7, 23, AND 21 WHICH MAY BE INCLUDED IN THE UNIT AREA COVERED BY SAID UNIT AGREEMENT AS A RESULT OF THE ENLARGEMENT OF 
THE UNIT AREA, DEPENDING UPON WHETHER SUCH TRACTS QUALIFY FOR INCLUSION THEREIN AS PROVIDED IN ARTICLE 12 OF SAID UNIT AGREEMENT, 
AND SAID SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND *C" ALSO IDENTIFY ALL OF THE TRACTS IN THE 
EXISTING UNIT AREA; AND 

» 
WHEREAS EACH OF THE UNDERSIGNED REPRESENTS THAT IT IS AN OWNER OF A ROYALTY INTEREST, OR WORKING INTEREST OR INTERESTS, AS 

THOSE TERMS ARE DEFINED IN SAID UNIT AGREEMENT IN ONE OR MORE OF TRACTS 6, 7, 23, OR 21 AS IDENTIFIED BY SAID EXHIBITS; AND 

WHEREAS, THE UNDERSIGNED OWNER OF A ROYALTY INTEREST, BEING FAMILIAR WITH THE CONTENTS THEREOF, DESIRES TO-RAT I FY AND CONFIRM 

SAID UNIT AGREEMENT AND SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND "C" AND THE UNDERSIGNED OWNER OF 
A WORKING INTEREST OR BOTH ROYALTY AND WORKING INTERESTS, BEING FAMILIAR WITH THE CONTENTS THEREOF, DESIRES TO RATIFY AND CONFIRM 
SAID UNIT AGREEMENT, SAID UNIT OPERATING AGREEMENT, AND SECOND PEVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND "C" 
NOW THEREFORE, EACH OF THE UNDERSIGNED DOES HEREBY RATIFY AND CONFIRM SAID UNIT AGREEMENT AND SAID REVISED EXHIBITS OR SAID UNIT 
AGREEMENT AND UNIT OPERATING AGREEMENT AND REVISED EXHIBITS DEPENDENT ON THE TYPE OF INTEREST OR INTERESTS OWNED. 

IN WITNESS WHEREOF, EACH OF THE UNDERSIGNED PARTIES HAVE EXECUTED THIS INSTRUMENT ON THE DATE SET FORTH OPPOSITE ITS SIGNATURE. 

DATE A p r i l 20, 1977 PARTNERSHIP PROPERTIES CO. 

DATE By 
-JoHn--R—-Hazlefc_V--AttOEney==.Xn=5EaGt 

IJ INDIVIDUAL AND MARRIED-PERSONS' ACKNOWLEDGMENT 

THE STATE OF 

COUNTY OF 

BEFORE ME, THE UNDERSIGNED, A NOTARY PUBLIC IN AND FOR SAID COUNTY AND STATE, ON THIS DAY PERSONALLY APPEAREP 
KNOWN TO ME TO BE THE PERSON(S) WHOSE NAME(S) IS (ARE) SUBSCRIBED TO THE 

FOREGOING INSTRUMENT, AND ACKNOWLEDGED TO ME THAT _HE_ EXECUTED THE SAME FOR THE PURPOSES AND CONSIDERATION THEREIN EXPRESSED. 
GIVEN UNDER MY HAND AND SEAL OF OFFICE, THIS THE DAY OF A.D. 19___ , 

NOTARY PUBLIC IN AND FOR 
COUNTY, 

THE STATE OF 
COUNTY OF 

Colorado 
Denver 

CORPORATE AND TRUST ACKNOWLEDGMENT 

BEFORE ME. THE UNDERSIGNED, A NOTARY PUBLIC IN AND FOR SAID COUNTY AND STATE, ON THIS DAY PERSONALLY APPEARED . J o h n 
Rf .~ H a ^ j L e t t KNOWN TO rlE TO BE THE PERSON W.H0 EXECUTED THE FOREGOING INSTRUMENT AS J 5 J _ ± j j x n e v 
y l n F a c t OF P a r t n e r s h i p P r o p e r t i e s .QOx^m^^r , p ME THAT HE EXECUTED THE 
SAME FOF< THE PURPOSES AND CONSIDERATION THEREIN EXPRESSED AS THE ACT AND DEED OF SAID p a r t n e r s h l R w n [ N T H E 

CAPACITY THEREIN STATED. 
GIVEN UNDER MY HAND AND SEAL OF OFFICE, THIS THE 2 O t h DAY OF A p r i l A i D i 1 9 7 7 

f ) NOTARY PUBLIC INLAND FOR 
COUNTY, 

My Commission expires Feb. IS, 1931 





FIRST ENLARGEMENT 
RATIFICATION OF AGREEMENTS ENTITLED 

"UNIT AGREEMENT" AND "UNIT OPERATING AGREEMENT" 
SOUTH HOBBS (GRAYBURG-SAN ANDRES) UNIT 

I FA COUNTY. NEW MFXICO 

KNOW ALL MEN BY THESE PRESENTS: 

WHEREAS THE UNDERSIGNED OWNER OF ROYALTY INTEREST HEREBY ACKNOWLEDGES RECEIPT OF THAT CERTAIN INSTRUMENT ENTITLED "UNIT AGREE
MENT, SOUTH HOBBS (GRAYBURG-SAN ANDRES) UNIT, LEA COUNTY, NEW MEXICO," DATED MAY 1, 1974, RECORDED IN VOLUME 3?2, PAGES 3G2-106, 
OF THE MlSCElLANEOUS RECORDS OF LEA COUNTY, NEW MEXICO, HEREINAFTER REFERRED TO AS THE UNIT AGREEMENT; A "CERTIFICATE OF EFFEC
TIVENESS FOR UNIT AGREEMENT AND FIRST REVISION OF EXHIBITS 'A,' 'B,' AND 'C; ATTACHED THERETO AND RECORDED IN VOLUME 52*, PAGES 
135-136, OF THE MISCELLANEOUS RECORDS OF LEA COUNTY, NEW MEXICO; A "CERTIFICATE OF EFFECTIVENESS FOR FIRST REVISION OF EXHIBIT 
'A' AND SECOND REVISION OF EXHIBITS 'B' AND 'C ATTACHED TO UNIT AGREEMENT" AND RECORDED IN VOLUME 325, PAGE 129, OF THE MISCEL
LANEOUS RECORDS or LEA COUNTY, NEW MEXICO; AND A COPY OF SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND 
"C"; AND THE UNDERSIGNED OWNER OF WORKING INTEREST HEREBY ACKNOWLEDGES RECEIPT OF SAID UNIT AGREEMENT, A COPY OF "UNIT OPERATING 
AGREEMENT, SOUTH HOBBS (GRAYBURG-SAN ANDRES) UNIT, LEA COUNTY, NEW MEXICO," HEREINAFTER REFERRED TO AS UNIT OPERATING AGREEMENT, 
COPIES OF SAID CERTIFICATES OF EFFECTIVENESS, AND COPIES OF SAID SECOND REVISION OF EXHIBIT "A" AND THIRD PEVISIONS OF EXHIBITS 
"B" AND "C"; AND 

WHEREAS SAID SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND "C" TO SAID "NIT AGREEMENT IDENTIFY TRACTS 
NOS. 6, 7, 23, AND 21 WHICH MAY BE INCLUDED IN THE UNIT AREA COVERED BY SAID UNIT AGREEMENT AS A RESULT OF THE ENLARGEMENT OF 
THE UNIT AREA, DEPENDING UPON WHETHER SUCH TRACTS QUALIFY FOR INCLUSION THEREIN AS PROVIDED IN ARTICLE 12 OF SAID UNIT AGREEMENT, 
AND SAID SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND "C" ALSO IDENTIFY ALL OF THE TRACTS IN THE 
EXISTING UNIT AREA; AND 

WHEREAS EACH OF THE UNDERSIGNED REPRESENTS THAT IT IS AN OWNER OF A ROYALTY INTEREST, OR WORKING INTEREST OR INTERESTS, AS 
THOSE TERMS ARE DEFINED IN SAID UNIT AGREEMENT IN ONE OR MORE OF TRACTS 6, 7, 23, OR 21 AS IDENTIFIED BY SAID EXHIBITS; AND 

WHEREAS, THE UNDERSIGNED OWNER OF A ROYALTY INTEREST, BEING FAMILIAR WITH THE CONTENTS THEREOF, DESIRES TO.RATIFY AND CONFIRM 
SAID UNIT AGREEMENT AND SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND "C" AND THE UNDERSIGNED OWNER OF 
A WORKING INTEREST OR BOTH ROYALTY AND WORKING INTERESTS, BEING FAMILIAR WITH THE CONTENTS THEREOF, DESIRES TO RATIFY AND CONFIRM 
SAID UNIT AGREEMENT, SAID UNIT OPERATING AGREEMENT, AND SECOND PEVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND "C"j 

NOW THEREFORE, EACH OF THE UNDERSIGNED DOES HEREBY RATIFY AND CONFIRM SAID UNIT AGREEMENT AND SAID REVISED EXHIBITS OR SAID UNIT 
AGREEMENT- AND UNIT OPERATING AGREEMENT AND REVISED EXHIBITS DEPENDENT ON THE TYPE OF INTEREST OR INTERESTS OWNED. 

IN WHNESS WHEREOF, EACH OF THE UNDERSIGNED PARTIES HAVE EXECUTED THIS INSTRUMENT ON THE DATE SET FORTH OPPOSITE ITS SIGNATURE. 

The F i r s t National Bank of Fort Worth, Trustee 

DATE April? 19, 1977 f o r t t i e Neville G. Penrose Revocable Trust 

ATTEjST',yfj :

: "?Z755 ( ^ ~ ^ / / ' ' 

" T ^ s t Officer ( ) . . 

INDIVIDUAL AND MARRIED-PERSONS' ACKNOWLEDGMENT 

THE STATE OF 

COUNTY OF 

nccnpc MC _ 
KNOWN TO ME TO BE THE PERSON(S) WHOSE NAME(s) IS (ARE) SUBSCRIBED TO THE 

FOREGOING INSTRUMENT, AND ACKNOWLEDGED TO ME THAT _HE_ EXECUTED THE SAME FOR THE PURPOSES AND CONSIDERATION THEREIN EXPRESSED. 

GIVEN UNDER MY HAND AMD SEAL OF OFFICE, THIS THE DAY OF A.D. 19 

NOTARY PUBLIC IN AND FOR 
_ COUNTY, 

THE STATE Or 

COUNTY OF _ 

T e x a s TF AND TRUST ACKNOWLEDGMENT 

Tarrant 

BEFORE ME. THE UNDERSIGNED, A NOTARY PUBLIC IN AND FOR SAID COUNTY AND STATE, ON THIS DAY PERSONALLY APPEARED 
— J e r J _ y _ E s k e W , KNOWN TO ME TO BE THE PERSON WHO EXECUTED THE FOREGOING INSTRUMFNT A s V l c e P r e s i d e n t & 

- T r u s t O f £ l e e r — OF The First National Bank of Fort Worth, AND ACKNOWLEDGED TO ME THAT HE EXECUTED THE 
SAME FOR THE'.PURPOSES AND CONSIDERATION THEREIN EXPRESSED AS THE ACT AND DEED OF SAIP Bank AND IN THE 
CAPACITY THEREIN STATEDv 
GIVEN UNDER MY HAND AND -SEAL OF OFFICE, THIS THE lQth DAY OF April A.D, 19 XL 

'.ne Gotcher, Notary Public 
..-.Tarrant CcL'nfv, Texas': 

,. • ' -Was, October 15, 

NOTARY PUBLIC IN AND FOR 
T a r r a n t COUNTY, T e x a s 

1977 





FIRST ENLARGEMENT 
RATIFICATION OF AGREEMENTS ENTITLED 

"UNIT AGREEMENT" AND "UNIT OPERATING AGREEMENT" 
SOUTH HOBBS (GRAYBURG-SAN ANDRES) UNIT 

LEA COUNTY. NEW MEXICO 

KNOW ALL MEN BY THESE PRESENTS: 

WHEREAS THE UNDERSIGNED OWNER OF ROYALTY INTEREST HEREBY ACKNOWLEDGES RECEIPT OF THAT CERTAIN INSTRUMENT ENTITLED "UNIT AGREE
MENT, SOUTH HOBBS (GRAYBURG-SAN ANDRES) UNIT, LEA COUNTY, NEW MEXICO," DATED MAY 1, 1971, RECORDED IN VOLUME 3?2, PAGES 3P2-106, 
OF THE MlSCElLANEOUS RECORDS OF LEA COUNTY, NEW MEXICO, HEREINAFTER REFERRED TO AS THE UNIT AGREEMENT; A "CERTIFICATE OF EFFEC
TIVENESS FOR UNIT AGREEMENT AND FIRST REVISION OF EXHIBITS 'A,' 'B,' AND 'C; ATTACHED THERETO AND RECORDED IN VOLUME 321, PAGES 
1135-136, OF THE MISCELLANEOUS RECORDS OF LEA COUNTY, NEW MEXICO; A "CERTIFICATE OF EFFECTIVENESS FOR FIRST REVISION OF EXHIBIT 
'A' AND SECOND REVISION OF EXHIBITS 'B' AND 'C ATTACHED TO UNIT AGREEMENT" AND RECORDED IN VOLUME 3?S, PAGE 1?9, OF THE MISCEL
LANEOUS RECORM OF LEA COUNTY, NEW MEXICO; AND A COPY OF SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND 
"C"; AND THE UNDERSIGNED OWNER OF WORKING INTEREST HEREBY ACKNOWLEDGES RECEIPT OF SAID UNIT AGREEMENT, A COPY OF "UNIT DPERAT1N6 
AGREEMENT, SOUTH HOBBS (GRAYBURG-SAN ANDRES) UNIT, LEA COUNTY, NEW MEXICO," HEREINAFTER REFERRED TO AS UNIT OPERATING AGREEMENT, 
COPIES OF SAID CERTIFICATES OF EFFECTIVENESS, AND COPIES OF SAID SECOND REVISION OF EXHIBIT "A" AND THIRD PEVISIONS OF EXHIBITS 

"B" AND *C") AND 

WHEREAS SAID SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND "C" TO SAID UNIT AGREEMENT IDENTIFY TRACTS 
NOS. 6, 7, 23. AND 21 WHICH MAY BE INCLUDED IN THE UNIT AREA COVERED BY SAID UNIT AGREEMENT AS A RESULT OF THE ENLARGEMENT OF 
THE UNIT AREA, DEPENDING UPON WHETHER SUCH TRACTS QUALIFY FOR INCLUSION THEREIN AS PROVIDED IN ARTICLE 12 OF SAID UNIT AGREEMENT, 
AND SAID SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND "C" ALSO IDENTIFY ALL OF THE TRACTS IN THE 
EXISTING UNIT AREA; AND 

WHEREAS EACH OF THE UNDERSIGNED REPRESENTS THAT IT IS AN OWNER OF A ROYALTY INTEREST, OR WORKING INTEREST OR INTERESTS, AS 
THOSE TERMS ARE DEFINED IN SAID UNIT AGREEMENT IN ONE OR MORE OF TRACTS 6, 7, 23, OR 21 AS IDENTIFIED BY SAID EXHIBITS; AND 

WHEREAS, THE UNDERSIGNED OWNER OF A ROYALTY INTEREST, BEING FAMILIAR WITH THE CONTENTS THEREOF, DESIRES TO•RATIFY AND CONFIRM 
SAID UNIT AGREEMENT AND SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND "C" AND THE UNDERSIGNED OWNER OF 
A WORKING INTEREST OR BOTH ROYALTY AND WORKING INTERESTS, BEING FAMILIAR WITH THE CONTENTS THEREOF, DESIRES TO RATIFY AND CONFIRM 
SAID UNIT AGREEMENT, SAID UNIT OPERATING AGREEMENT, AND SECOND PEVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND "C" 

NOW THEREFORE, EACH OF THE UNDERSIGNED DOES HEREBY RATIFY AND CONFIRM SAID UNIT AGREEMENT AND SAID REVISED EXHIBITS OR SAID UNIT 
AGREEMENT AND UNIT OPERATING AGREEMENT AND REVISED EXHIBITS DEPENDENT ON THE TYPE OF INTEREST OR INTERESTS OWNED. 

IN WITNESS WHEREOF, EACH OF THE UNDERSIGNED PARTIES HAVE EXECUTED THIS INSTRUMENT ON THE DATE SET FORTH OPPOSITE ITS SIGNATURE. 

COUNTY OF __Z/9 £JEJ___ 

BEFORE ME^THE UNMRSIGNED, A NOTARY PUBLIC IN AND FOR SAID COUNTY AND STATE, ON THIS DAY PFRSONALLY APPEARED 

Zt-f I F ) . Lt *°j C - j J £ j , £ y , KNOWN TO ME TO BE THE PERSON W WHOSE NAMEW IS r*f*$ SUBSCRIBED TO THE 
FOREGOING INSTRUMENT, AND ACKNOWLEDGED TO ME THAT _HE EXECUTE!) THE SAME FOR THE PURPOSES AND CONSIDERATION THFREIN EXPRFSSED, 
GIVEN UNDER MY HAND AND SEAL OF OFFICE, THIS THE / DAY OF J 4 / J O # i ? < i . A.D. 19 "7 J . 

THE STATE OF 
COUNTY OF 

CORPORATE AND TRUST ACKNOWLEDGMENT 

BEFORE ME. THE UHOERSIGNED, A NOTARY PUBLIC IN AND FOR SAID COUNTY AND STATE, ON THIS DAY PERSONALLY APPEARED 
. . , KNOWN TO ME TO BE THE PERSON WHO EXECUTED THE FOREGOING INSTRUMFNT AS 

OF _ , AND ACKNOWLEDGED TO ME THAT HE EXECUTED THE 
SAME FOR THE PURPOSES AND CONSIDERATION THEREIN EXPRESSED AS THE ACT AND DEED OF SAID AND IN THE 
CAPACITY THEREIN STATED. 
GIVEN UNDER MY HAND AND SEAL OF OFFICE, THIS THE . DAY OF A.D. 19 

NOTARY PUBLIC IN AND FOR 
COUNTY, 





FIRST ENLARGEMENT 
RATIFICATION OF AGREEMENTS ENTITLED 

•UNIT AGREEMENT* AND "UNIT OPERATING AGREEMENT" 
SOUTH HOBBS (GRAYBURG-SAN ANDRES) UNIT 

LEA COUNTY. NEW MFX1CO 

KNOW ALL MEN BY THESE PRESENTS: 

WHEREAS THE UNDERSIGNED OWNER OF ROYALTY INTEREST HEREBY ACKNOWLEDGES RECEIPT OF THAT CERTAIN INSTRUMENT ENTITLED "UNIT AGREE
MENT, SOUTH HOBBS (GRAYBURG-SAN ANDRES) UNIT, LEA COUNTY, NEW MEXICO," DATED MAY 1, 1974, RECORDED IN VOLUME 372, PAGES 362-406, 
OF THE MISCELLANEOUS RECORDS OF LEA COUNTY, NEW MEXICO, HEREINAFTER REFERRED TO AS THE UNIT AGREEMENT; A "CERTIFICATE OF EFFEC
TIVENESS FOR UNIT AGREEMENT AND FIRST REVISION OF EXHIBITS 'A,' 'B,' AND 'C; ATTACHED THERETO AND RECORDED IN VOLUME 324, PAGES 
435-436, OF THE MISCELLANEOUS RECORDS OF LEA COUNTY, NEW MEXICO; A "CERTIFICATE OF EFFECTIVENESS FOR FIRST REVISION OF EXHIBIT 
'A' AND SECOND REVISION OF EXHIBITS 'B' AND 'C ATTACHED TO UNIT AGREEMENT" AND RECORDED IN VOLUME 325, PAGE 179, OF THE MISCEL
LANEOUS RECORDS OF LEA COUNTY, NEW MEXICO; AND A COPY OF SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND 
"C"; AND THE UNDERSIGNED OWNER OF WORKING INTEREST HEREBY ACKNOWLEDGES RECEIPT OF SAID UNIT AGREEMENT, A COPY OF "UNIT OPERATING 
AGREEMENT, SOUTH HOBBS (GRAYBURG-SAN ANDRES) UNIT, LEA COUNTY, NEW MEXICO," HEREINAFTER REFERRED TO AS UNIT OPERATING AGREEMENT, 
COPIES OF SAID CERTIFICATES OF EFFECTIVENESS, AND COPIES OF SAID SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS 
"B" AND "C"; AND 

WHEREAS SAID SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS *B" AND "C" TO SAID UNIT AGREEMENT IDENTIFY TRACTS 
NOS. 6, 7, 23, AND 24 WHICH HAY BE INCLUDED IN THE UNIT AREA COVERED BY SAID UNIT AGREEMENT AS A RESULT OF THE ENLARGEMENT OF 
THE UNIT AREA, DEPENDING UPON WHETHER SUCH TRACTS OUALIFY FOR INCLUSION THEREIN AS PROVIDED IN ARTICLE 12.OF SAID UNIT AGREEMENT, 
AND SAID SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND "C" ALSO IDENTIFY ALL OF THE TRACTS IN THE 
EXISTING UNIT AREA; AND 

WHEREAS EACH OF THE UNDERSIGNED REPRESENTS THAT IT IS AN OWNER OF A ROYALTY INTEREST, OR WORKING INTEREST OR INTERESTS, AS 

THOSE TERMS ARE DEFINED IN SAID UNIT AGREEMENT IN ONE OR MORE OF TRACTS 6, 7, 23, OR 24 AS IDENTIFIED BY SAID EXHIBITS; AND 

WHEREAS, lilE UNDERSIGNED OWNER OF A ROYALTY INTEREST, BEING FAMILIAR WITH THE CONTENTS THEREOF, DESIRES TO RATIFY AND CONFIRM 

SAID UNIT AGREEMENT AND SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND "C* AND THE UNDERSIGNED OWNER OF 
A WORKING INTEREST OR BOTH ROYALTY AND WORKING INTERESTS, BEING FAMILIAR WITH THE CONTENTS THEREOF, DESIRES TO RATIFY AND CONFIRM 
SAID UNIT AGREEMENT, SAID UNIT OPERATING AGREEMENT, AND SECOND PEVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS *B* AND "C"; 
NOW THEREFORE, EACH OF THE UNDERSIGNED DOES HEREBY RATIFY AND CONFIRM SAID UNIT AGREEMENT AND SAID REVISED EXHIBITS OR SAID UNIT 
AGREEMENT AND UNIT OPERATING AGREEMENT AND REVISED EXHIBITS DEPENDENT ON THE TYPE OF INTEREST OR INTERESTS OWNED. 

IN WITNESS WHEREOF, EACH OF THE UNDERSIGNED PARTIES HAVE EXECUTED THIS INSTRUMENT ON THE DATE SET FORTH OPPOSITE ITS SIGNATURE. 

C I T I E S S E R V I C E O I L COMPANY 

Date May 31, 1977 B y

M M ^ . / t ^ | , ^ 
' •_ _Wjuey__u_.:__.HiM.Attorney- in- Fa< 

S T A T E O F OKLAHOMA) 
) SS 

COUNTY OF TULSA ) 

On th is 31st day of May , 1977, before me personal ly appeared Wiley C. 
H i l l , to me known to be the person who executed the foregoing ins t rument as 
A t t o r n e y - i n - F a c t i n behalf of Ci t ies Service O i l Company, a Delaware corpora
t i on , and acknowledged that he executed the same as the f r e e act and deed of 
said Cit ies Service O i l Company. 

M y Commiss ion Exp i re s : 
ill as ^flQ Evelyn M. Schultz Notary^bblic Evelyn M. ffchultz Nntarv ; 

NOTARY PUBLIC IN AND FOR 
COUNTY, 



t ! 



FIRST ENLARGEMENT 
RATIFICATION OF AGREEMENTS ENTITLED 

"UNIT AGREEMENT" AND "UNIT OPERATING AGREEMENT" 
SOUTH HOBBS (GRAYBURG-SAN ANDRES) UNIT 

LEA COUNTY. NEW MEXICO 

KNOW ALL MEN BY THESE PRESENTS: 

WHEREAS THE UNDERSIGNED OWNER OF ROYALTY INTEREST HEREBY ACKNOWLEDGES RECEIPT OF THAT CERTAIN INSTRUMENT ENTITLED "UNIT AGREE
MENT, SOUTH HOBBS (GRAYBURG-SAN ANDRES) UNIT, LEA COUNTY, NEW MEXICO," DATED MAY 1, 1971, RECORDED IN VOLUME 3?2, PAGES 362-406, 
OF THE MlSCElLANEOUS RECORDS OF LEA COUNTY, NEW MEXICO, HEREINAFTER REFERRED TO AS THE UNIT AGREEMENT; A "CERTIFICATE OF EFFEC
TIVENESS FOR UNIT AGREEMENT AND FIRST REVISION OF EXHIBITS 'A,' 'B,' AND 'C; ATTACHED THERETO AND RECORDED IN VOLUME 524, PAGES 
435-436, OF THE MISCELLANEOUS RECORDS OF LEA COUNTY, NEW MEXICO; A "CERTIFICATE OF EFFECTIVENESS FOR FIRST REVISION OF EXHIBIT 
'A' AND SECOND REVISION OF EXHIBITS 'B' AND 'C ATTACHED TO UNIT AGREEMENT" AND RECORDED IN VOLUME 325, PAGE 129, OF THE MISCEL
LANEOUS RECOROS OF LEA COUNTY, NEW MEXICO; AND A COPY OF SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND 
"C"; AND THE UNDERSIGNED OWNER OF WORKING INTEREST HEREBY ACKNOWLEDGES RECEIPT OF SAID UNIT AGREEMENT, A COPY OF "UNIT OPERATING 
AGREEMENT, SOUTH HOBBS (GRAYBURG-SAN ANDRES) UNIT, LEA COUNTY, NEW MEXICO," HEREINAFTER REFERRED TO AS UNIT OPERATING AGREEMENT, 
COPIES OF SAID CERTIFICATES OF EFFECTIVENESS, AND COPIES OF SAID SECOND REVISION OF EXHIBIT "A" AND THIRD PEVISIONS OF EXHIBITS 
"B" AND "C"i AND 

WHEREAS SAID SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND "C" TO SAID "NIT AGREEMENT IDENTIFY TRACTS 
Nos, 6, 7, 23, AND 24 WHICH MAY BE INCLUDED IN THE UNIT AREA COVERED BY SAID UNIT AGREEMENT AS A RESULT OF THE ENLARGEMENT OF 
THE UNIT AREA, DEPENDING UPON WHETHER SUCH TRACTS QUALIFY FOR INCLUSION THEREIN AS PROVIDED IN ARTICLE 17 OF SAID UNIT AGREEMENT, 
AND SAID SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND "C" ALSO IDENTIFY ALL OF THE TRACTS IN THE 
EXISTING UNIT AREA; AND 

« 

WHEREAS EACH OF THE UNDERSIGNED REPRESENTS THAT IT IS AN OWNER OF A ROYALTY INTEREST, OR WORKING INTEREST OR INTERESTS, AS 
THOSE TERMS ARE DEFINED IN SAID UNIT AGREEMENT IN ONE OR MORE OF TRACTS 6, 7, 23, OR 24 AS IDENTIFIED BY SAID EXHIBITS; AND 

WHEREAS, THE UNDERSIGNED OWNER OF A ROYALTY INTEREST, BEING FAMILIAR WITH THE CONTENTS THEREOF, DESIRES TO RATIFY AND CONFIRM 
SAID UNIT AGREEMENT AND SECOND REVISION OF EXHIBIT "A* AND THIRD REVISIONS OF EXHIBITS "B" AND *C" AND THE UNDERSIGNED OWNER OF 
A WORKING INTEREST OR BOTH ROYALTY AND WORKING INTERESTS, BEING FAMILIAR WITH THE CONTENTS THEREOF, DESIRES TO RATIFY AND CONFIRM 

SAID UNIT AGRECMENT, SAID UNIT OPERATING AGREEMENT, AND SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND "C"J 

NOW THEREFORE, EACH OF THE UNDERSIGNED DOES HEREBY RATIFY AND CONFIRM SAID UNIT AGREEMENT AND SAID REVISED EXHIBITS OR SAID UNIT 
AGREEMENT AND UNIT OPERATING AGREEMENT AND REVISED EXHIBITS DEPENDENT ON THE TYPE OF INTEREST OR INTERESTS OWNED, 

IN WITNESS WHEREOF, EACH OF THE UNDERSIGNED PARTIES HAVE EXECUTED THIS INSTRUMENT ON THE DATE SET FORTH OPPOSITE ITS SIGNATURE. 

DATE 
rr •> JEANNETTE ELWOOD CLIFT GEORGE, INDIVIDUALLY 

DATE 

-TEXAS 
V HARRIS 

INDIVIDUAL AND MARRIED-PERSONS' ACKNOWLEDGMENT 

.'.THE STATE" 'Of'.: 

COUNT̂f OF 

BEFCREi ME,' THE UJIDERS-GNED, A NOTARY PUBLIC IN AND FOR SAID COUNTY AND STATE, ON THIS DAY PFRSONALLY APPEARED 

JEANNETTE 
ELWOOD C L I F T GEORGE, INDV. . KNOWN TO ME TO BE THE PERSON(S) WHOSE NAME(S) IS (ARE) SUBSCRIBED TO THE 
FOREGOING-INSTRUMENT; AND ACKNOWLEDGED TO Mc THAT _HE_ EXEQUJED THE SAME FOR THE PURPOSES ANP CONSIDERATION THFftEIN EXPRESSED, 
6JVEN UNDER.?1Y HAND AND SEAL OF OFFICE, THIS THE ^CgjS DAY O F ^ /JUNE A.D, 19 77 

NOTARY PUBLIC IN AND FOR 
HARRIS COUNTY, TEXAS 

THE STATE OF 

COUNTY OF 

CORPORATE A ISD TRUST ACXNQWLED6KEN' 

BEFORE ME, THE UNDERSIGNED, A NOTARY PUBLIC IN AND FOR SAID COUNTY AND STATE, ON THIS DAY PERSONALLY APPEARED 
. , KNOWN TO ME TO BE THE PERSON WHO EXECUTED THE FOREGOING INSTRUMENT AS 

OF , AND ACKNOWLEDGED TO ME THAT HE EXECUTED THE 
SAME FOR THE PURPOSES AND CONSIDERATION THEREIN EXPRESSED AS THE ACT AND DEED OF SAID AND IN THE 
CAPACITY THEREIN STATED, 
GIVEN UNDER MY HAND AND SEAL OF OFFICE, THIS THE DAY OF A.D. 19 

NOTARY PUBLIC IN AND FOR 
COUNTY, 





FIRST ENLARGEMENT 
RATIFICATION OF AGREEMENTS ENTITLED 

"UNIT AGREEMENT" AND "UNIT OPERATING AGREEMENT* 
SOUTH HOBBS (GRAYBURG-SAN ANDRES) UNIT 

LEA COUNTY. NEW MEXICO 

KNOW ALL MEN BY THESE PRESENTS: 

WHEREAS THE UNDERSIGNED OWNER OF ROYALTY INTEREST HEREBY ACKNOWLEDGES RECEIPT OF THAT CERTAIN INSTRUMENT ENTITLED "UNIT AGREE
MENT, SOUTH HOBBS (GRAYBURG-SAN ANDRES) UNIT, LEA COUNTY, NEW MEXICO," DATED MAY 1, 1974, RECORDED IN VOLUME 3?2, PAGES 367-40B, 
OF THE MISCELLANEOUS RECORDS OF LEA COUNTY, NEW MEXICO, HEREINAFTER REFERRED TO AS THE UNIT AGREEMENT; A "CERTIFICATE OF EFFEC
TIVENESS FOR UNIT AGREEMENT AND FIRST REVISION OF EXHIBITS 'A,' 'B,' AND 'C; ATTACHED THERETO AND RECORDED IN VOLUME 524, PAGES 
435-436, OF THE MISCELLANEOUS RECORDS OF LEA COUNTY, NEW MEXICO; A "CERTIFICATE OF EFFECTIVENESS FOR FIRST REVISION OF EXHIBIT 
'A' AND SECOND REVISION OF EXHIBITS 'B' AND 'C ATTACHED TO UNIT AGREEMENT" AND RECORDED IN VOLUME 325, PAGE 129, OF THE MISCEL
LANEOUS RECORDS OF LEA COUNTY, NEW MEXICO; AND A COPY OF SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND 
"C"; AND THE UNDERSIGNED OWNER OF WORKING INTEREST HEREBY ACKNOWLEDGES RECEIPT OF SAID UNIT AGREEMENT, A COPY OF "UNIT OPERATING 
AGREEMENT, SOUTH HOBBS (GRAYBURG-SAN ANDRES) UNIT, LEA COUNTY, NEW MEXICO," HEREINAFTER REFERRED TO AS UNIT OPERATING AGREEMENT, 
COPIES OF SAID CERTIFICATES OF EFFECTIVENESS, AND COPIES OF SAID SECOND REVISION OF EXHIBIT "A" AND THIRD PEVISIONS OF EXHIBITS 
"B" AND "C"; AND 

WHEREAS SAID SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND "C" TO SAID "NIT AGREEMENT IDENTIFY TRACTS 
Nos. 6, 7, 23, AND 24 WHICH MAY BE INCLUDED IN THE UNIT AREA COVERED BY SAID UNIT AGREEMENT AS A RESULT OF THE ENLARGEMENT OF 
THE UNIT AREA, DEPENDING UPON WHETHER SUCH TRACTS QUALIFY FOR INCLUSION THEREIN AS PROVIDED IN ARTICLE 12 OF SAID UNIT AGREEMENT, 
AND SAID SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND "C" ALSO IDENTIFY ALL OF THE TRACTS IN THE 
EXISTING UNIT AREA; AND 

WHEREAS EACH OF THE UNDERSIGNED REPRESENTS THAT IT IS AS OWNER OF A ROYALTY INTEREST, OR WORKING INTEREST OR INTERESTS, AS 
THOSE TERMS ARE DEFINED IN SAID UNIT AGREEMENT IN ONE OR MORE OF TRACTS 6, 7, 23, OR 24 AS IDENTIFIED BY SAID EXHIBITS; AND 

WHEREAS, THE UNDERSIGNED OWNER OF A ROYALTY INTEREST, BEING FAMILIAR WITH THE CONTENTS THEREOF, DESIRES TO RATIFY AND CONFIRM 
SAID UNIT AGREEMENT AND SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND "C" AND THE UNDERSIGNED OWNER OF 
A WORKING INTEREST OR BOTH ROYALTY AND WORKING INTERESTS, BEING FAMILIAR WITH THE CONTENTS THEREOF, DESIRES TO RATIFY AND CONFIRM 

SAID UNIT AGREEMENT, SAID UNIT OPERATING AGREEMENT, AND SECOND PEVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND "C"j 

NOW THEREFORE, EACH OF THE UNDERSIGNED DOES HEREBY RATIFY AND CONFIRM SAID UNIT AGREEMENT AND SAID REVISED EXHIBITS OR SAID UNIT 
AGREEMENT AND UNIT OPERATING AGREEMENT AND REVISED EXHIBITS DEPENDENT ON THE TYPE OF INTEREST OR INTERESTS OWNED. 

IN WITNESS WHEREOF, EACH OF THE UNDERSIGNED PARTIES HAVE EXECUTED THIS INSTRUMENT ON THE DATE SET FORTH OPPOSITE ITS SIGNATURE, 

DATE 

DATE 

INDIVIDUAL AND MARRIED-PERSONS' ACKNOWLEDGMENT ' 

THE STATE OF FLORIDA 
COUNTY OF INDIAN RIVER , '..".*.'.'.'.' -

BEFORE ME, THE UNDERSIGNED, A NOTARY PUBLIC IN AND FOR SAID COUNTY AND STATE, ON THIS PAY PFRSONALLY APPEA^ • '.''*'" **'-. 
Hugh C o r r i q a n . I l l , KNOWN TO ME TO BE THE PERSON(s) WHOSE NAME(s) IS (ARE) SUBSCRIBED T-f) I H ^ \ V'J 

FOREGOING INSTRUMENT, AND ACKNOWLEDGED TO ME THAT _HE_ EXECUTED THE SAME FOR THE PURPOSES AND CONSIDERATION THFREl»i EXPRRSSSDv • 

GIVEN UNDER MY HAND AND SEAL OF OFFICE, THIS THE 19th A DAY OF April _, A.D. 19 77 :' .r - . " , \ 

NOTARY PUBLIC IN AND FOR ' •-. ' • ' 
Indian River COUNTY. Florida -. - , . 
My--GofflF^i&s-ie>ft-E^p4F&s-:---^^y--2^-V-ja78 

T11[. C T„ T C n c CORPORATE AND TRUST ACKNOWLEDGMENT 
Tilt STATE OF 
COUNTY OF 

BEFORE ME, THE UNDERSIGNED, A NOTARY PUBLIC IN AND FOR SAID COUNTY AND STATE, ON THIS DAY PERSONALLY APPEARED 
, KNOWN TO ME TO BE THE PERSON WHO EXECUTED THE FOREGOING INSTRUMENT AS _ 

OF , AND ACKNOWLEDGED TO ME THAT HE EXECUTED THE 
SAME FOR THE PURPOSES AND CONSIDERATION THEREIN EXPRESSED AS THE ACT AND DEED OF SAID AND IN THE 
CAPACITY THEREIN STATED. 
GIVEN UNDER MY HAND AND SEAL OF OFFICE, THIS THE DAY OF , A.D. 19 

NOTARY PUBLIC IN AND FOR 

COUNTY, 





FIRST ENLARGEMENT 
RATIFICATION OF AGREEMENTS ENTITLED 

•UNIT AGREEMENT" AND "UNIT OPERATING AGREEMENT" 
SOUTH HOBBS (GRAYBURG-SAN ANDRES) UNIT 

I FA COUNTY, NEW MEXICO 

KNOW ALL MEN BY THESE PRESENTS: 

WHEREAS THE UNDERSIGNED OWNER OF ROYALTY INTEREST HEREBY ACKNOWLEDGES RECEIPT OF THAT CERTAIN INSTRUMENT ENTITLED "UNIT AGREE
MENT, SOUTH HOBBS (GRAYBURG-SAN ANDRES) UNIT, LEA COUNTY, NEW MEXICO," DATED MAY 1, 1974, RECORDED IN VOLUME 372, PAGES 362-406, 
OF THE MISCELLANEOUS RECORDS OF LEA COUNTY, NEW MEXICO, HEREINAFTER REFERRED TO AS THE UNIT AGREEMENT; A "CERTIFICATE OF EFFEC
TIVENESS FOR UNIT AGREEMENT AND FIRST REVISION OF EXHIBITS 'A,' 'B,' AND 'C; ATTACHED THERETO AND RECORDED IN VOLUME 324, PAGES 
435-436, OF THE MISCELLANEOUS RECORDS OF LEA COUNTY, NEW MEXICO; A "CERTIFICATE OF EFFECTIVENESS FOR FIRST REVISION OF EXHIBIT 
'A' AND SECOND REVISION OF EXHIBITS 'B' AND 'C ATTACHED TO UNIT AGREEMENT" AND RECORDED IN VOLUME 325, PAGE 179, OF THE MISCEL
LANEOUS RECORDS OF LEA COUNTY, NEW MEXICO; AND A COPY OF SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS *B" AND 
"C"; AND THE UNDERSIGNED OWNER OF WORKING INTEREST HEREBY ACKNOWLEDGES RECEIPT OF SAID UNIT AGREEMENT, A COPY OF "UNIT OPERATING 
AGREEMENT, SOUTH HOBBS (GRAYBURG-SAN ANDRES) UNIT, LEA COUNTY, NEW MEXICO," HEREINAFTER REFERRED TO AS UNIT OPERATING AGREEMENT, 
COPIES OF SAID CERTIFICATES OF EFFECTIVENESS, AND COPIES OF SAID SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS 
"B" AND "C"; AND 

WHEREAS SAID SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND "C" TO SAID UNIT AGREEMENT IDENTIFY TRACTS 
NOS. 6, 7, 23, AND 24 WHICH MAY BE INCLUDED IN THE UNIT AREA COVERED BY SAID UNIT AGREEMENT AS A RESULT OF THE ENLARGEMENT OF 
THE UNIT AREA, DEPENDING UPON WHETHER SUCH TRACTS QUALIFY FOR INCLUSION THEREIN AS PROVIDED IN ARTICLE 17.OF SAID UNIT AGREEMENT, 
AND SAID SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND "C" ALSO IDENTIFY ALL OF THE TRACTS IN THE 
EXISTING UNIT AREA; AND 

WHEREAS EACH OF THE UNDERSIGNED REPRESENTS THAT IT IS AN OWNER OF A ROYALTY INTEREST, OR WORKING INTEREST OR INTERESTS, AS 
THOSE TERMS ARE DEFINED IN SAID UNIT AGREEMENT IN ONE OR MORE OF TRACTS 6, 7, 73, OR 24 AS IDENTIFIED BY SAID EXHIBITS; AND 

WHEREAS, IHE UNDERSIGNED OWNER OF A ROYALTY INTEREST, BEING FAMILIAR WITH THE CONTENTS THEREOF, DESIRES TO RATIFY AND CONFIRM 
SAID UNIT AGREEMENT AND SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND "C" AND THE UNDERSIGNED OWNER OF 
A WORKING INTEREST OR BOTH ROYALTY AND WORKING INTERESTS, BEING FAMILIAR WITH THE CONTENTS THEREOF, DESIRES TO RATIFY AND CONFIRM 

SAID UNIT AGREEMENT, SAID UNIT OPERATING AGREEMENT, AND SECOND PEVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS *B" AND "C"; 

NOW THEREFORE, EACH OF THE UNDERSIGNED DOES HEREBY RATIFY AND CONFIRM SAID UNIT AGREEMENT AND SAID REVISED EXHIHITS OR SAID UNIT 
AGREEMENT AND UNIT OPERATING AGREEMENT AND REVISED EXHIBITS DEPENDENT ON THE TYPE OF INTEREST OR INTERESTS OWNED, 

IH WITNESS WHEREOF, EACH OF THE UNDERSIGNED PARTIES HAVE EXECUTED THIS INSTRUMENT ON THE DATE SET FORTH OPPOSITE ITS SIGNATURE. 

THE STATE 

COUNTY 

INDIVIDUAL AND MARRIED-PERSONS' ACKNOWLEDGMENT 

BEFOREtfgV YHE/<U(DERSIGNED/ A NOTARY PUBLIC IN AND FOR SAID COUNTY AND STATE, ON THIS DAY PERSONALLY APPEARF!*' ~- ]~] ~ 
• *** \ i V, .fl.TlTl' t\JQ' v ' KNOWN TO HE TO BE THE PERSON(S) WHOSE NAME(S) IS (ARE) SURSCSISED'TO THV ^ 

FORB^OIKG INSTRUMENT, ANO ACKNOWLEDGED TO ME THAT _HE EXECUTED THE SAME^OR THE PURPOSES AND CONSIDERATION. THFJ?EIN"E-X?l?ESSeb'. 

GIVES UNDER MY HAND AND SEAL OF OFFICE, THIS THE *t> q k _ ., DAY n F X ^ M / y n A.D. 1 9 1 * 1 ip . 

HTVTARY PUBBIC IN AXD{EOR 

KAJJJJS-COUNTY, 

THE STATt OF 

COUNTY OF 

3 CORPORATE AND TTOST ACKNOWLEDGMENT̂  

BEFORE ME, THE UNDERSIGNED, A NOTARY PUBLIC IN AND FOR SAID COUNTY AND STATE, ON THIS DAY PERSONALLY APPEARED 
, KNOWN TO ME TO BE THE PERSON WHO EXECUTED THE FOREGOING INSTRUMENT AS 

OF , AND ACKNOWLEDGED TO ME THAT HE EXECUTED THE 
SAME FOR THE PURPOSES AND CONSIDERATION THEREIN EXPRESSED AS THE ACT AND DEED OF SAID AND IN THE 
CAPACITY THEREIN STATED, 
GIVEN UNDER MY HAND AND SEAL OF OFFICE, THIS THE DAY OF A.D. 19 

NOTARY PUBLIC IN AND FOR 
COUNTY, 





FIRST ENLARGEMENT 
RATIFICATION OF AGREEMENTS ENTITLED 

'UNIT AGREEMENT" AND "UNIT OPERATING AGREEMENT" 
SOUTH HOBBS (GRAYBURG-SAN ANDRES) UNIT 

LEA COUNTY. NEW MEXICO 

KNOW ALL MEN BY THESE PRESENTS: 

WHEREAS THE UNDERSIGNED OWNER OF ROYALTY INTEREST HEREBY ACKNOWLEDGES RECEIPT OF THAT CERTAIN INSTRUMENT ENTITLED "UNIT AGREE
MENT, SOUTH HOBBS (GRAYBURG-SAN ANDRES) UNIT, LEA COUNTY, NEW MEXICO," DATED MAY 1, 1974, RECORDED IN VOLUME 372, PAGES 362-406, 
OF THE MISCELLANEOUS RECORDS OF LEA COUNTY, NEW MEXICO, HEREINAFTER REFERRED TO AS THE UNIT AGREEMENT; A "CERTIFICATE OF EFFEC
TIVENESS FOR UNIT AGREEMENT AND FIRST REVISION OF EXHIBITS 'A,' 'B,' AND 'C; ATTACHED THERETO AND RECORDED IN VOLUME 324, PAGES 
435-436, OF THE MISCELLANEOUS RECORDS OF LEA COUNTY, NEW MEXICO; A "CERTIFICATE OF EFFECTIVENESS FOR FIRST REVISION OF EXHIBIT 
'A' AND SECOND REVISION OF EXHIBITS 'B' AND 'C ATTACHED TO UNIT AGREEMENT* AND RECORDED IN VOLUME 325, PAGE 179, OF THE MISCEL
LANEOUS RECORDS OF LEA COUNTY, NEW MEXICO; AND A COPY OF SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS *B" AND 
"C"; AND THE UNDERSIGNED OWNER OF WORKING INTEREST HEREBY ACKNOWLEDGES RECEIPT OF SAID UNIT AGREEMENT, A COPY OF "UNIT OPERATING 
AGREEMENT, SOUTH HOBBS (GRAYBURG-SAN ANDRES) UNIT, LEA COUNTY, NEW MEXICO," HEREINAFTER REFERRED TO AS UNIT OPERATING AGREEMENT, 
COPIES OF SAID CERTIFICATES OF EFFECTIVENESS, AND COPIES OF SAID SECOND REVISION OF EXHIBIT "A* AND THIRD REVISIONS OF EXHIBITS 
"B" AND *C"; AND 

WHEREAS SAID SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND "C* TO SAID UNIT AGREEMENT IDENTIFY TRACTS 
Nos. 6, 7, 23, AND 24 WHICH MAY BE INCLUDED IN THE UNIT AREA COVERED BY SAID UNIT AGREEMENT AS A RESULT OF THE ENLARGEMENT OF 
THE UNIT AREA, DEPENDING UPON WHETHER SUCH TRACTS QUALIFY FOR INCLUSION THEREIN AS PROVIDED IN ARTICLE 12-OF SAID UNIT AGREEMENT, 
AND SAID SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND "C" ALSO IDENTIFY ALL OF THE TRACTS IN THE 
EXISTING UNIT AREA; AND 

* 
WHEREAS EACH OF THE UNDERSIGNED REPRESENTS THAT IT IS AN OWNER OF A ROYALTY INTEREST, OR WORKING INTEREST OR INTERESTS, AS 
THOSE TERMS ARE DEFINED IN SAID UNIT AGREEMENT IN ONE OR MORE OF TRACTS 6, 7, 73, OR 24 AS IDENTIFIED BY SAID EXHIBITS; AND 

WHEREAS, TilE UNDERSIGNED OWNER OF A ROYALTY INTEREST, BEING FAMILIAR WITH THE CONTENTS THEREOF, DESIRES TO RATIFY AND CONFIRM 
SAID UNIT AGREEMENT AND SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND "C" AND THE UNDERSIGNED OWNER OF 
A WORKING INTEREST OR BOTH ROYALTY AND WORKING INTERESTS, BEING FAMILIAR WITH THE CONTENTS THEREOF, DESIRES TO RATIFY AND CONFIRM 

SAID UNIT AGREEMENT, SAID UNIT OPERATING AGREEMENT, AND SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND "C"J 

NOW THEREFORE, EACH OF THE UNDERSIGNED DOES HEREBY RATIFY AND CONFIRM SAID UNIT AGREEMENT AND SAID REVISED EXHIBITS OR SAID UNIT 
AGREEMENT AND UNIT OPERATING AGREEMENT AND REVISED EXHIBITS DEPENDENT ON THE TYPE OF INTEREST OR INTERESTS OWNED. 

IN WITNESS WHEREOF, EACH OF THE UNDERSIGNED PARTIES HAVE EXECUTED THIS INSTRUMENT ON THE DATE SET FORTH OPPOSITE ITS SIGNATURE. 

INDIVIDUAL AND MARRIED-PERSONS' ACKNOWLEDGMENT 

THE STATE OF NEW MEXICO 
CGUNTY.-.OF. LEA 

„M£A THE UNDERSIGNED, A NOTARY PUBLIC IN AND FOR SAID COUNTY AND STATE, ON THIS DAY PERSONALLY APPEAREP 
V" CLARA FOWLER ' KNOWN TO ME TO BE THE PERSONCJ) WHOSE NAME&S) IS (SSfrj SUBSCRIBED TO THE 

' . \ OOFF̂ 'X'MINSTRUMENT, AND ACKNOWLEDGED TO ME THAT SHE_ EXECUTED THE SAME FOR THE PURPOSES AND CONSIDERATION THFRE1N EXPRESSED. 

GIVEN UNWR HY HAND AND SEAL OF OFFICE, THIS THE 6 t h DAY OF M a y , A.D. 19 7 7 . 

\ M y ^ Commission E x p i r e s : 
\ ; ^ a r : c h ; ^ 4 , 1979 • ROTARY PUBLICAN ^ M e x i c Q 

THE STATE OF CORPORATE AND TRUST ACKNOWLEDGMENT 

COUNTY OF 

BEFORE ML. THE UNDERSIGNED, A NOTARY PUBLIC IN AND FOR SAID COUNTY AND STATE, ON THIS DAY PERSONALLY APPEARED 

, KNOWN TO ME TO BE THE PERSON WHO EXECUTED THE FOREGOING INSTRUMENT AS 

_ . OF , AND ACKNOWLEDGED TO ME THAT HE EXECUTED THE 
SAME FOR THE PURPOSES AND CONSIDERATION THEREIN EXPRESSED AS THE ACT AND DEED OF SAID AND IN THE 
CAPACITY THEREIN STATED. 
GIVEN UNDER MY HAND AND SEAL OF OFFICE, THIS THE DAY OF , A.D. 19 

NOTARY PUBLIC IN AND FOR 
COUNTY 





FIRST ENLARGEMENT 
RATIFICATION OF AGREEMENTS ENTITLED 

"UNIT AGREEMENT" AND "UNIT OPERATING AGREEMENT" 
SOUTH HOBBS (GRAYBURG-SAN ANDRES) UNIT 

LEA COUNTY. NFW MEXICO 

KNOW ALL MEN BY THESE PRESENTS: 

WHEREAS THE UNDERSIGNED OWNER OF ROYALTY INTEREST HEREBY ACKNOWLEDGES RECEIPT OF THAT CERTAIN INSTRUMENT ENTITLED "UNIT AGREE
MENT, SOUTH HOBBS (GRAYBURG-SAN ANDRES) UNIT, LEA COUNTY, NEW MEXICO," DATED MAY 1, 1974, RECORDED IN VOLUME 3?2, PAGES 362-406, 
OF THE MlSCElLANEOUS RECORDS OF LEA COUNTY, NEW MEXICO, HEREINAFTER REFERRED TO AS THE UNIT AGREEMENT; A "CERTIFICATE OF EFFEC
TIVENESS FOR UNIT AGREEMENT AND FIRST REVISION OF EXHIBITS 'A,' 'B,' AND 'C; ATTACHED THERETO AND RECORDED IN VOLUME 32&, PAGES 
435-436, OF THE MISCELLANEOUS RECORDS OF LEA COUNTY, NEW MEXICO; A "CERTIFICATE OF EFFECTIVENESS FOR FIRST REVISION OF EXHIBIT 
'A' AND SECOND REVISION OF EXHIBITS 'B' AND 'C ATTACHED TO UNIT AGREEMENT" AND RECORDED IN VOLUME 325, PAGE 1?9, OF THE MISCEL
LANEOUS RECORDS OF LEA COUNTY, NEW MEXICO; AND A COPY OF SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND 

"C"; AND THE UNDERSIGNED OWNER OF WORKING INTEREST HEREBY ACKNOWLEDGES RECEIPT OF SAID UNIT AGREEMENT, A COPY OF "UNIT 0PERATIN6 
AGREEMENT, SOUTH HOBBS (GRAYBURG-SAN ANDRES) UNIT, LEA COUNTY, NEW MEXICO," HEREINAFTER REFERRED TO AS UNIT OPERATING AGREEMENT, 
COPIES OF SAID CERTIFICATES OF EFFECTIVENESS, AND COPIES OF SAID SECOND REVISION OF EXHIBIT "A" AND THIRD PEVISIONS OF EXHIBITS 
"B" AND "C"; AND 

WHEREAS SAID SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND "C" TO SAID UNIT AGREEMENT IDENTIFY TRACTS 
Nos. 6, 7, 23, AND 24 WHICH MAY BE INCLUDED IN THE UNIT AREA COVERED BY SAID UNIT AGREEMENT AS A RESULT OF THE ENLARGEMENT OF 
THE UNIT AREA, DEPENDING UPON WHETHER SUCH TRACTS QUALIFY FOR INCLUSION THEREIN AS PROVIDED IN ARTICLE 12 OF SAID UNIT AGREEMENT, 
AND SAID SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND "C" ALSO IDENTIFY ALL OF THE TRACTS IN THE 
EXISTING UNIT AREA; AND 

WHEREAS EACH OF THE UNDERSIGNED REPRESENTS THAT IT IS AR OWNER OF A ROYALTY INTEREST, OR WORKING INTEREST OR INTERESTS, AS 

THOSE TERMS ARE DEFINED IN SAID UNIT AGREEMENT IN ONE OR MORE OF TRACTS 6, 7, 23, OR 24 AS IDENTIFIED BY SAID EXHIBITS; AND 

WHEREAS, THE UNDERSIGNED OWNER OF A ROYALTY INTEREST, BEING FAMILIAR WITH THE CONTENTS THEREOF, DESIRES TO RATIFY AND CONFIRM 

SAID UNIT AGREEMENT AND SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND "C" AND THE UNDERSIGNED OWNER OF 
A WORKING INTEREST OR BOTH ROYALTY AND WORKING INTERESTS, BEING FAMILIAR WITH THE CONTENTS THEREOF, DESIRES TO RATIFY AND CONFIRM 
SAID UNIT AGREEMENT, SAID UNIT OPERATING AGREEMENT, AND SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND "C"J 
NOW THEREFORE, EACH OF THE UNDERSIGNED DOES HEREBY RATIFY AND CONFIRM SAID UNIT AGREEMENT AND SAID REVISED EXHIBITS OR SAID UNIT 
AGREEMENT AND UNIT OPERATING AGREEMENT AND REVISED EXHIBITS DEPENDENT ON THE TYPE OF INTEREST OR INTERESTS OWNED. 

IN WITNESS WHEREOF, EACH OF THE UNDERSIGNED PARTIES HAVE EXECUTED THIS INSTRUMENT ON THE DATE SET FORJH OPPOSITE ITS SIGNATURE. 

DATE 

INDIVIDUAL AND MARRIED-PERSONS' ACKNOWLEDGMENT 

THE STATE OF TEXAS 

COUNTY OF MIDLAND 

Fact fo r GULF OELTCORPC 
behalf of said Corporation. 

My commission expires: 

Notary Public in 
Midland County, 

NOTARY PUBLIC IN AND FOR 
COUNTY, 





FIRST ENLARGEMENT 
RATIFICATION OF AGREEMENTS ENTITLED 

"UNIT AGREEMENT" AND "UNIT OPERATING AGREEMENT" 
SOUTH HOBBS (GRAYBURG-SAN ANDRES) UNIT 

LEA COUNTY. NEW MEXICO 

KNOW ALL MEN BY THESE PRESENTS: 

WHEREAS THE UNDERSIGNED OWNER OF ROYALTY INTEREST HEREBY ACKNOWLEDGES RECEIPT OF THAT CERTAIN INSTRUMENT ENTITLED "UNIT AGREE
MENT, SOUTH HOBBS (GRAYBURG-SAN ANDRES) UNIT, LEA COUNTY, NEW MEXICO," DATED MAY 1, 1974, RECORDED IN VOLUME 3?2, PAGES 362-406, 
OF THE MLSCELLANEOUS RECORDS OF LEA COUNTY, NEW MEXICO, HEREINAFTER REFERRED TO AS THE UNIT AGREEMENT; A "CERTIFICATE OF EFFEC
TIVENESS FOR UNIT AGREEMENT AND FIRST REVISION OF EXHIBITS 'A,' 'B,' AND 'C; ATTACHED THERETO AND RECORDED IN VOLUME 52*, PAGES 
435-436, OF THE MISCELLANEOUS RECORDS OF LEA COUNTY, NEW MEXICO; A "CERTIFICATE OF EFFECTIVENESS FOR FIRST REVISION OF EXHIBIT 
'A' AND SECOND REVISION OF EXHIBITS 'B' AND 'C ATTACHED TO UNIT AGREEMENT" AND RECORDED IN VOLUME 325, PAGE 129, OF THE MISCEL
LANEOUS RECORDS OF LEA COUNTY, NEW MEXICO; AND A COPY OF SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND 
"C"; AND THE UNDERSIGNED OWNER OF WORKING INTEREST HEREBY ACKNOWLEDGES RECEIPT OF SAID UNIT AGREEMENT, A COPY OF "UNIT OPERATING 
AGREEHENT, SOUTH HOBBS (GRAYBURG-SAN ANDRES) UNIT, LEA COUNTY, NEW MEXICO," HEREINAFTER REFERRED TO AS UNIT OPERATING AGREEMENT, 
COPIES OF SAID CERTIFICATES OF EFFECTIVENESS, AND COPIES OF SAID SECOND REVISION OF EXHIBIT "A" AND THIRD PEVISIONS OF EXHIBITS 
"B" AND "C"; AND 

WHEREAS SAID SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND "C" TO SAID UNIT AGREEMENT IDENTIFY TRACTS 
Nos. 6, 7, 23, AND 24 WHICH MAY BE INCLUDED IN THE UNIT AREA COVERED BY SAID UNIT AGREEMENT AS A RESULT OF THE ENLARGEMENT OF 
THE UNIT AREA, DEPENDING UPON WHETHER SUCH TRACTS QUALIFY FOR INCLUSION THEREIN AS PROVIDED IN ARTICLE 12 OF SAID UNIT AGREEMENT, 
AND SAID SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND "C" ALSO IDENTIFY ALL OF THE TRACTS IN THE 
EXISTING UNIT AREA; AND 

* 
WHEREAS EACH OF THE UNDERSIGNED REPRESENTS THAT IT IS AN OWNER OF A ROYALTY INTEREST, OR WORKING INTEREST OR INTERESTS, AS 

THOSE TERMS ARE DEFINED IN SAID UNIT AGREEMENT IN ONE OR MORE OF TRACTS 6, 7, 23, OR 24 AS IDENTIFIED BY SAID EXHIBITS; AND 

WHEREAS, THE UNDERSIGNED OWNER OF A ROYALTY INTEREST, BEING FAMILIAR WITH THE CONTENTS THEREOF, DESIRES TO RATIFY AND CONFIRM 

SAID UNIT AGREEMENT AND SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND "C" AND THE UNDERSIGNED OWNER OF 
A WORKING INTEREST OR BOTH ROYALTY AND WORKING INTERESTS, BEING FAMILIAR WITH THE CONTENTS THEREOF, DESIRES TO RATIFY AND CONFIRM 
SAID UNIT AGREEMENT, SAID UNIT OPERATING AGREEMENT, AND SECOND PEVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND "C* 
NOW THEREFORE, EACH OF THE UNDERSIGNED DOES HEREBY RATIFY AND CONFIRM SAID UNIT AGREEMENT AND SAID REVISED EXHIBITS OR SAID UNIT 
AGREEMENT AI)D UNIT OPERATING AGREEMENT AND REVISED EXHIBITS DEPENDENT ON THE TYPE OF INTEREST OR INTERESTS OWNED, 

IH WITNESS WHEREOF, EACH OF THE UNDERSIGNED PARTIES HAVE EXECUTED THIS INSTRUMENT ON THE DATE SET FORTH OPPOSITE ITS SIGNATURE. 

DATE _ 

DATE 

- ..• ̂  ' INDIVIDUAL AND MARRIED-PERSONS' ACKNOWLEDGMENT 

, THE STATE ,0F . . 

COUNTY, OT " . ' I - • 

BEFORE ME, THE UNDERSIGNED, A NOTARY PUBLIC IN AND FOR SAID COUNTY AND STATE, ON THIS DAY PFRSONALLY APPEARED 
. KNOWN TO ME TO BE THE PERSON(S) WHOSE NAME(S) IS (ARE) SUBSCRIBED TO THE 

FOREGOING INSTRUMENT, AND ACKNOWLEDGED TO ME THAT _HE_ EXECUTED THE SAME FOR THE PURPOSES AND CONSIDERATION IHFREIN EXPRFSSED. 
GIVEN UNDER MY HAND AND SEAL OF OFFICE, THIS THE DAY OF ._, A.D. 19 

NOTARY PUBLIC IN ANP FOR 

. COUNTY, . 

Tilt STATE OF 

COUNTY OF 

OKLAHOMA 

"TULSA 

CORPORATE AN'D TRUST ACKNOWLEDGMENT 

BEFORE ME, THE UNDERSIGNED, A NOTARY PUBLIC IN AND FOR SAID COUNTY AND STATE, ON THIS DAY PERSONALLY APPEARED 
0_ fij-TOt-hpr- S i m p s o n , KNOWN TO ME TO BE THE PERSON WHO EXECUTED THE FOREGOING INSTRUMENT AS 

P r e s i d e n t . , ' OF T h e H o m e - S t a k e O i l & Gas C o m R ^ ^ A C K N 0 W | F n F F n T 0 H E T H A T H E EXECUTED THE 

SAME FOR THE PURPOSES AND CONSIDERATION THEREIN EXPRESSED AS THE ACT AND DEED OF SAID 
CAPACITY THEREIN STATED. ' " 
GIVEN UNDER MY HAND AND SEAL OF OFFICE, THIS THE / £ DAY OF 

AND IN THE 

A.D. 19 77 

^- NOTARY PUBLIC IN AND FOR 
V U A ^ COUNTY, (^4> y , 

-7 - JV 





FIRST ENLARGEMENT 
RATIFICATION OF AGREEMENTS ENTITLED 

"UNIT AGREEMENT" AND "UNIT OPERATING AGREEMENT" 
SOUTH HOBBS (GRAYBURG-SAN ANDRES) UNIT 

LEA COUNTY. NEW MEXICO 

KNOW ALL MEN BY THESE PRESENTS: 

WHEREAS THE UNDERSIGNED OWNER OF ROYALTY INTEREST HEREBY ACKNOWLEDGES RECEIPT OF THAT CERTAIN INSTRUMENT ENTITLED "UNIT AGREE
MENT, SOUTH HOBBS (GRAYBURG-SAN ANDRES) UNIT, LEA COUNTY, NEW MEXICO," DATED MAY 1, 1971, RECORDED IN VOLUME 372, PAGES 3G2-406, 
OF THE MlSCElLANEOUS RECORDS OF LEA COUNTY, NEW MEXICO, HEREINAFTER REFERRED TO AS THE UNIT AGREEMENT; A "CERTIFICATE OF EFFEC
TIVENESS FOR UNIT AGREEMENT AND FIRST REVISION OF EXHIBITS 'A,' 'B,' AND 'C; ATTACHED THERETO AND RECORDED IN VOLUME 324, PAGES 
435-436, OF THE MISCELLANEOUS RECORDS OF LEA COUNTY, NEW MEXICO; A "CERTIFICATE OF EFFECTIVENESS FOR FIRST REVISION OF EXHIBIT 
'A' AND SECOND REVISION OF EXHIBITS 'B' AND 'C ATTACHED TO UNIT AGREEMENT" AND RECORDED IN VOLUME 52S, PAGE 129, OF THE MISCEL
LANEOUS RECOHOS OF LEA COUNTY, NEW MEXICO; AND A COPY OF SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS *B" AND 
"C"; AND THE UNDERSIGNED OWNER OF WORKING INTEREST HEREBY ACKNOWLEDGES RECEIPT OF SAID UNIT AGREEMENT, A COPY OF "UNIT 0PERATIN6 
AGREEMENT, SOUTH HOBBS (GRAYBURG-SAN ANDRES) UNIT, LEA COUNTY, NEW MEXICO," HEREINAFTER REFERRED TO AS UNIT OPERATING AGREEMENT* 
COPIES OF SAID CERTIFICATES OF EFFECTIVENESS, AND COPIES OF SAID SECOND REVISION OF EXHIBIT "A" AND THIRD PEVISIONS OF EXHIBITS 

"B" AND "C"; AND 

WHEREAS SAID SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND "C" TO SAID UNIT AGREEMENT IDENTIFY TRACTS 
Nos. 6, 7, 23, AND 24 WHICH MAY BE INCLUDED IN THE UNIT AREA COVERED BY SAID UNIT AGREEMENT AS A RESULT OF THE ENLARGEMENT OF 
THE UNIT AREA, DEPENDING UPON WHETHER SUCH TRACTS QUALIFY FOR INCLUSION THEREIN AS PROVIDED IN ARTICLE 12 OF SAID UNIT AGREEMENT, 
AND SAID SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND "C" ALSO IDENTIFY ALL OF THE TRACTS IN THE 
EXISTING UNIT AREA; AND 

WHEREAS EACH OF THE UNDERSIGNED REPRESENTS THAT IT IS t\% OWNER OF A ROYALTY INTEREST, OR WORKING INTEREST OR INTERESTS, AS 
THOSE TERMS ARE DEFINED IN SAID UNIT AGREEMENT IN ONE OR MORE OF TRACTS 6, 7, 23, OR 24 AS IDENTIFIED BY SAID EXHIBITS; AND 

WHEREAS, THE UNDERSIGNED OWNER OF A ROYALTY INTEREST, BEING FAMILIAR WITH THE CONTENTS THEREOF, DESIRES TO RATIFY AND CONFIRM 
SAID UNIT AGREEMENT AND SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND "C" AND THE UNDERSIGNED OWNER OF 
A WORKING INTEREST OR BOTH ROYALTY AND WORKING INTERESTS, BEING FAMILIAR WITH THE CONTENTS THEREOF, DESIRES TO RATIFY AND CONFIRM 

SAID UNIT AGREEMENT, SAID UNIT OPERATING AGREEMENT, AND SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND "C" 

NOW THEREFORE, EACH OF THE UNDERSIGNED DOES HEREBY RATIFY AND CONFIRM SAID UNIT AGREEMENT AND SAID REVISED EXHIBITS OR SAID UNIT 
AGREEMENT AND UNIT OPERATING AGREEMENT AND REVISED EXHIBITS DEPENDENT ON THE TYPE OF INTEREST OR INTERESTS OWNED. 

IN WITNESS WHEREOF,'ÊCH OF THE UNDERSIGNED PARTIES HAVE EXECUTED THIS INSTRUMENT ON THE DATE SET FORTH OPPOSITE ITS SIGNATURE. 

DATE I I 

' •'"J 1 INDIVIDUAL AND MARRIED-PERSONS'ACKNOWLEDGMENT 

THE STATE OF 

COUNTY OF 

BEFORE ME, THE UNDERSIGNED, A NOTARY PUBLIC IN AND FOR SAID COUNTY AND STATE, ON THIS DAY PERSONALLY APPEARED 

. , . KNOWN TO ME TO BE THE PERSON(s) WHOSE NAME(s) IS (ARE) SUBSCRIBED TO THE 
FOREGOING INSTRUMENT, AND ACKNOWLEDGED TO ME THAT _HE_ EXECUTED THE SAME FOR THE PURPOSES AND CONSIDERATION THFREIN EXPRESSED, 
GIVFN UNDER MY HAND AND SEAL OF OFFICE, THIS THE DAY OF A.D, 19 . 

NOTARY Pu3Lic IN AND FOR 
COUNTY, 

THE STATE OF 

COUNTY OF 

OKLAHOMA 

TULSA 

CORPORATE AND TRUST ACKNOWLEDGMENT 

BEFORE ME, THE UNDERSIGNED, A NOTARY PUBLIC IN AND FOR SAID COUNTY AND STATE, ON THIS DAY PERSONALLY APPEARED 
Q» S t r o t n e r Simpson KNOWN TO MS TO BE THE PERSON WHO EXECUTED THE FOREGOING INSTRUMENT AS 

R e s i d e n t OF The HomR-Stake R o y a l t y Corporatnio«Nowi rnr.pn TO ME THAT HE EXECUTED THE 
SAME-FOR THE PURPOSES AND CONSIDERATION THEREIN EXPRESSED AS THE ACT AND DEED nF_JAID AND IN THE 
CAPAC ITY THERE IN STATED, 
GIVEN UNDER MY HAND AND SEAL OF OFFICE, THIS THE /JP A.D. 19 r 7 

NOTARY PUBLIC IN AND FOR 

V - ^ ^ I — E n i i H T V . 





FIRST ENLARGEMENT 
RATIFICATION OF AGREEMENTS ENTITLED 

"UNIT AGREEMENT" AND "UNIT OPERATING AGREEMENT" 
SOUTH HOBBS (GRAYBURG-SAN ANDRES) UNIT 

I FA COUNTY. NFW MEXICO 

KNOW ALL MEN BY THESE PRESENTS; 

WHEREAS THE UNDERSIGNED OWNER OF ROYALTY INTEREST HEREBY ACKNOWLEDGES RECEIPT OF THAT CERTAIN INSTRUMENT ENTITLED "UNIT AGREE
MENT, SOUTH HOBBS (GRAYBURG-SAN ANDRES) UNIT, LEA COUNTY, NEW MEXICO," DATED MAY 1, 1974, RECORDED IN VOLUME 372, PAGES 362-406, 

OF THE MlSCElLANEOUS RECORDS OF LEA COUNTY, NEW MEXICO, HEREINAFTER REFERRED TO AS THE UNIT AGREEMENT; A "CERTIFICATE OF EFFEC
TIVENESS FOR UNIT AGREEMENT AND FIRST REVISION OF EXHIBITS 'A,' 'B,' AND 'C; ATTACHED THERETO AND RECORDED IN VOLUME 32", PAGES 

435-436, OF THE MISCELLANEOUS RECORDS OF LEA COUNTY, NEW MEXICO; A "CERTIFICATE OF EFFECTIVENESS FOR FIRST REVISION OF EXHIBIT 

'A' AND SECOND REVISION OF EXHIBITS 'B' AND 'C ATTACHED TO UNIT AGREEMENT" AND RECORDED IN VOLUME 325, PAGE 179, OF THE MISCEL

LANEOUS RECORDS OF LEA COUNTY, NEW MEXICO; AND A COPY OF SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS *B* AND 

"C"; AND THE VNDERSIGNED OWNER OF WORKING INTEREST HEREBY ACKNOWLEDGES RECEIPT OF SAID UNIT AGREEMENT, A COPY OF "UNIT OPERATING 

AGREEMENT, SOUTH HOBBS (GRAYBURG-SAN ANDRES) UNIT, LEA COUNTY, NEW MEXICO," HEREINAFTER REFERREO TO AS UNIT OPERATING AGREEMENT, 

COPIES OF SAID CERTIFICATES OF EFFECTIVENESS, AND COPIES OF SAID SECOND REVISION OF EXHIBIT "A" AND THIRD PEVISIONS OF EXHIBITS 

"B" AND "C"; AND 

WHEREAS SAID SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND "C" TO SAID UNIT AGREEMENT IDENTIFY TRACTS 
NOS. 6, 7, 23, AND 24 WHICH MAY BE INCLUDED IN THE UNIT AREA COVERED BY SAID UNIT AGREEMENT AS A RESULT OF THE ENLARGEMENT OF 
THE UNIT AREA, DEPENDING UPON WHETHER SUCH TRACTS QUALIFY FOR INCLUSION THEREIN AS PROVIDED IN ARTICLE 12 OF SAID UNIT AGREEMENT, 
AND SAID SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND "C" ALSO IDENTIFY ALL OF THE TRACTS IN THE 
EXISTING UNIT AREA; AND 

WHEREAS EACH OF THE UNDERSIGNED REPRESENTS THAT IT IS AV OWNER OF A ROYALTY INTEREST, OR WORKING INTEREST OR INTERESTS, AS 

THOSE TERMS ARE DEFINED IN SAID UNIT AGREEMENT IN ONE OR MORE OF TRACTS 6, 7, 23, OR 24 AS IDENTIFIED BY SAID EXHIBITS; AND 

WHEREAS, THE UNDERSIGNED OWNER OF A ROYALTY INTEREST, BEING FAMILIAR WITH THE CONTENTS THEREOF, DESIRES TO RATIFY AND CONFIRM 

SAID UNIT AGREEMENT AND SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND "C" AND THE UNDERSIGNED OWNER OF 

A WORKING INTEREST OR BOTH ROYALTY AND WORKING INTERESTS, BEING FAMILIAR WITH THE CONTENTS THEREOF, DESIRES TO RATIFY AND CONFIRM 

SAID UNIT AGREEMENT, SAID UNIT OPERATING AGREEMENT, AND SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B* AND "CJ 

NOW THEREFORE, EACH OF THE UNDERSIGNED DOES HEREBY RATIFY AND CONFIRM SAID (INIT AGREEMENT AND SAID REVISED EXHIBITS OR SAID UNIT 

AGREEMENT AND UNIT OPERATING AGREEMENT AND REVISED EXHIBITS DEPENDENT ON THE TYPE OF INTEREST OR INTERESTS OWNED. 

IN WITNESS WHEREOF, ,EACH OF THE UNDERSIGNED PARTIES HAVE EXECUTED THIS INSTRUMENT ON THE DATE SET FORTH OPPOSITE ITS SIGNATURE, 

ATTEST- IMPERIAL OI>~GflMPANY 

DATE ~ _ ± I H 1 few X^Wy" 
Mary Ann Mauk 

DATE 
Secretary-
Treasurer 

President 

INDIVIDUAL AND MARRIED-PERSONS' ACKNOWLEDGMENT 

THE STATE OF 

COUNTY OF 

BEFORE ME, THE UNDERSIGNED, A NOTARY PUBLIC IN AND FOR SAID COUNTY AND STATE, ON THIS DAY PFRSONALLY APPEARED 

KNOWN TO ME TO BE THE PERSON(S) WHOSE NAME(S) IS (ARE) SUBSCRIBED TO THE 

FOREGOING INSTRUMENT, AND ACKNOWLEDGED TO ME THAT _HE_ EXECUTED THE SAME FOR THE PURPOSES AND CONSIDERATION THFREIN EXPRESSED. 
GIVEN UNDER MY HAND AND SEAL OF OFFICE,, THIS THE DAY OF . A.D. 19 

NOTARY PUBLIC IN AND FOR 
COUNTY, 

Tilt STATE OF TEXAS CORPORATE AND TRUST ACKNOWLEDGMENT 

COUNTY OF HARRIS 

BEFORE ME. THE UNDERSIGNED, A NOTARY PUBLIC IN AND FOR SAID COUNTY AND STATE, ON THIS DAY PERSONALLY APPEARED - . • 

EJJjLS _Rlidy_ , KNOWN TO ME TO BE THE PERSON WHO EXECUTED THE FOREGOING INSTRUMFNT AS • ' 
P r e s i d e n t . — . OF T m p e r i a ] O i 1—Company , A N D ACKNOWLEDGED TO.ME THAT HE EXECUTED THE 

SAME FOR THE PURPOSES AND CONSIDERATION THEREIN EXPRESSED AS THE ACT AND DEED OF SAID C O r p O r a t l O n A m , „ T 4 E 

CAPACITY THEREIN STATED. 7 7 t h A n r - I l - 7 7 

GIVEN UNDER MY HAND AND SEAL OF OFFICE, THIS THE ^' L" DAY OFJ/P , A.D.~]° J 

My commission expires: 
Charl e n e I n g r a i n NOTARY PUBLIC IN W FOR 

/ y^ /nt f • Harris COUNTY, Texas 





FIRST ENLARGEMENT 
RATIFICATION OF AGREEMENTS ENTITLED 

"UNIT AGREEMENT" AND "UNIT OPERATING AGREEMENT" 
SOUTH HOBBS (GRAYBURG-SAN ANDRES) UNIT 

I FA COUNTY. NEW MEXICO 

KNOW ALL MEN BY THESE PRESENTS: 

WHEREAS THE UNDERSIGNED OWNER OF ROYALTY INTEREST HEREBY ACKNOWLEDGES RECEIPT OF THAT CERTAIN INSTRUMENT ENTITLED "UNIT AGREE
MENT, SOUTH HOBBS (GRAYBURG-SAN ANDRES) UNIT, LEA COUNTY, NEW MEXICO," DATED MAY 1, 1971, RECORDED IN VOLUME 3?2, PAGES 3G2-406, 
OF THE MlSCElLANEOUS RECORDS OF LEA COUNTY, NEW MEXICO, HEREINAFTER REFERRED TO AS THE UNIT AGREEMENT; A "CERTIFICATE OF EFFEC
TIVENESS FOR UNIT AGREEMENT AND FIRST REVISION OF EXHIBITS 'A,' 'B,' AND 'C; ATTACHED THERETO AND RECORDED IN VOLUME SV t PAGES 
435-436, OF THE MISCELLANEOUS RECORDS OF LEA COUNTY, NEW MEXICO; A "CERTIFICATE OF EFFECTIVENESS FOR FIRST REVISION OF EXHIBIT 
'A' AND SECOND REVISION OF EXHIBITS 'B' AND 'C ATTACHED TO UNIT AGREEMENT" AND RECORDED IN VOLUME 375, PAGE 1?9, OF THE MISCEL
LANEOUS RECOROS OF LEA COUNTY, NEW MEXICO; AND A COPY OF SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND 
"C"; AND THE UNDERSIGNED OWNER OF WORKING INTEREST HEREBY ACKNOWLEDGES RECEIPT OF SAID UNIT AGREEMENT, A COPY OF "UNIT OPERATING 
AGREEMENT, SOUTH HOBBS (GRAYBURG-SAN ANDRES) UNIT, LEA COUNTY, NEW MEXICO," HEREINAFTER REFERRED TO AS UNIT OPERATING AGREEMENT, 
COPIES OF SAID CERTIFICATES OF EFFECTIVENESS, AND COPIES OF SAID SECOND REVISION OF EXHIBIT "A" AND THIRD PEVISIONS OF EXHIBITS 
"B" AND "C"; AND 

WHEREAS SAID SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND "C" TO SAID "NIT AGREEMENT IDENTIFY TRACTS 
Nos. 6, 7, 23, AND 24 WHICH MAY BE INCLUDED IN THE UNIT AREA COVERED BY SAID UNIT AGREEMENT AS A RESULT OF THE ENLARGEMENT OF 
THE UNIT AREA, DEPENDING UPON WHETHER SUCH TRACTS QUALIFY FOR INCLUSION THEREIN AS PROVIDED IN ARTICLE 12 OF SAID UNIT AGREEMENT, 
AND SAID SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND "C" ALSO IDENTIFY ALL OF THE TRACTS IN THE 
EXISTING UNIT AREA; AND 

WHEREAS EACH OF THE UNDERSIGNED REPRESENTS THAT IT IS W OWNER OF A ROYALTY INTEREST, OR WORKING INTEREST OR INTERESTS, AS 

THOSE TERMS ARE DEFINED IN SAID UNIT AGREEMENT IN ONE OR MORE OF TRACTS 6, 7, 23, OR 24 AS IDENTIFIED BY SAID EXHIBITS; AND 

WHEREAS, THE UNDERSIGNED OWNER OF A ROYALTY INTEREST, BEING FAMILIAR WITH THE CONTENTS THEREOF, DESIRES TO RATIFY AND CONFIRM 

SAID UNIT AGREEMENT AND SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND "C" AND THE UNDERSIGNED OWNER OF 
A WORKING INTEREST OR BOTH ROYALTY AND WORKING INTERESTS, BEING FAMILIAR WITH THE CONTENTS THEREOF, DESIRES TO RATIFY AND CONFIRM 
SAID UNIT AGREEMENT, SAID UNIT OPERATING AGREEMENT, AND SECOND PEVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND "C 
NOW THEREFORE, EACH OF THE UNDERSIGNED DOES HEREBY RATIFY AND CONFIRM SAID UNIT AGREEMENT AND SAID REVISED EXHIBITS OR SAID UNIT 
AGREEMENT AND UNIT OPERATING AGREEMENT AND REVISED EXHIBITS DEPENDENT ON THE TYPE OF INTEREST OR INTERESTS OWNED. 

IN WITNESS WHEREOF, EACH OF THE UNDERSIGNED PARTIES HAVE EXECUTED THIS INSTRUMENT ON THE DATE SET FORTH OPPOSITE ITS SIGNATURE. 

DATE 

ty £bfCf 
INDIVIDUAL AND ilARRIED-PERSONS' ACKNOWLEDGMENT 

THE STATE OF 

COUNTY OF T u l s a 
Oklahoma 

BEFORE ME, THE UNDERSIGNED, A NOTARY PUBLIC IN AND FOR SAID COUNTY AND STATE, ON THIS DAY PFRSONALLY APPEAREP D3V3-^ . 

James. Trustee 
, KNOWN TO ME TO BE THE PERSON(s) WHOSE NAME(s) IS (ARE) SUBSCRIBED' TO THE." -\ ,• 

FOREGOING INSTRUMENT, AND ACKNOWLEDGED TO ME THAT _HE_ EXECUTED THE SAME FOR THE PURPOSES AND CONSIDERATION THFREIN EXPRESSED. 
GIVEN UNDER MY HAND AND SEAL OF OFFICE, THIS THE 1 8 DAY OF A p r i l AJ). 19 7 7 

My Com. Expires: 2/25/80 
NOTARY PUBLIC IN AND FOR • 

_ COUNTY, S ta te of Oklahoma-

THE STATE OF CORPORATE AND TRUST ACKNOWLEDGMENT 

COUNTY OF .__ 

BEFORE ME, THE UNDERSIGNED, A NOTARY PUBLIC IN AND FOR SAID COUNTY AND STATE, ON THIS DAY PERSONALLY APPEARED 
. . . KNOWN TO ME TO BE THE PERSON WHO EXECUTED THE FOREGOING INSTRUMENT AS _ 

. OF , AND ACKNOWLEDGED TO ME THAT HE EXECUTED THE 
SAME FOR THE PURPOSES AND CONSIDERATION THEREIN EXPRESSED AS THE ACT AND DEED OF SAID AND IN THE 
CAPACITY THEREIN STATED. 
GIVEN UNDER MY HAND AND SEAL OF OFFICE, THIS THE . DAY OF , A.D. 19 

NOTARY PUBLIC IN AND FOR 





FIRST ENLARGEMENT 
RATIFICATION OF AGREEMENTS ENTITLED 

"UNIT AGREEMENT" AND "UNIT OPERATING AGREEMENT" 
SOUTH HOBBS (GRAYBURG-SAN ANDRES) UNIT 

I FA COUNTY. NEW MFXICO 

KNOW ALL MEN BY THESE PRESENTS: 

WHEREAS THE UNDERSIGNED OWNER OF ROYALTY INTEREST HEREBY ACKNOWLEDGES RECEIPT OF THAT CERTAIN INSTRUMENT ENTITLED "UNIT AGREE
MENT, SOUTH HOBBS (GRAYBURG-SAN ANDRES) UNIT, LEA COUNTY, NEW MEXICO," DATED MAY 1, 1971, RECORDED IN VOLUME 372, PAGES 3B2-406, 
OF THE MlSCElLANEOUS RECORDS OF LEA COUNTY, NEW MEXICO, HEREINAFTER REFERRED TO AS THE UNIT AGREEMENT; A "CERTIFICATE OF EFFEC
TIVENESS FOR UNIT AGREEMENT AND FIRST REVISION OF EXHIBITS 'A,' 'B,' AND 'C; ATTACHED THERETO AND RECORDED IN VOLUME 32", PAGES 
435-436, OF THE MISCELLANEOUS RECORDS OF LEA COUNTY, NEW MEXICO; A "CERTIFICATE OF EFFECTIVENESS FOR FIRST REVISION OF EXHIBIT 
'A' AND SECOND REVISION OF EXHIBITS 'B' AND 'C ATTACHED TO UNIT AGREEMENT" AND RECORDED IN VOLUME 325, PAGE 129, OF THE MISCEL
LANEOUS RECORDS OF LEA COUNTY, NEW MEXICO; AND A COPY OF SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS *B" AND 
"C"; AND THE UNDERSIGNED OWNER OF WORKING INTEREST HEREBY ACKNOWLEDGES RECEIPT OF SAID UNIT AGREEMENT, A COPY OF "UNIT OPERATING 
AGREEMENT, SOUTH HOBBS (GRAYBURG-SAN ANDRES) UNIT, LEA COUNTY, NEW MEXICO," HEREINAFTER REFERRED TO AS UNIT OPERATING AGREEMENT, 
COPIES OF SAID CERTIFICATES OF EFFECTIVENESS, AND COPIES OF SAID SECOND REVISION OF EXHIBIT "A" AND THIRD PEVISIONS OF EXHIBITS 
"B" AND "C"; AND 

WHEREAS SAID SECOND REVISION OF EXHIBIT "A" AND THIRD, REVISIONS OF EXHIBITS "B" AND "C" TO SAID UNIT AGREEMENT IDENTIFY TRACTS 
Nos, 6, 7, 23, AND 24 WHICH MAY BE INCLUDED IN THE UNIT AREA COVERED BY SAID UNIT AGREEMENT AS A RESULT OF THE ENLARGEMENT OF 
THE UNIT AREA, DEPENDING UPON WHETHER SUCH TRACTS QUALIFY FOR INCLUSION THEREIN AS PROVIDED IN ARTICLE 12 OF SAID UNIT AGREEMENT, 
AND SAID SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS *B" AND "C" ALSO IDENTIFY ALL OF THE TRACTS IN THE 
EXISTING UNIT AREA; AND 

WHEREAS EACH OF THE UNDERSIGNED REPRESENTS THAT IT IS Â  OWNER OF A ROYALTY INTEREST, OR WORKING INTEREST OR INTERESTS, AS 
THOSE TERMS ARE DEFINED IN SAID UNIT AGREEMENT IN ONE OR MORE OF TRACTS 6, 7, 73, OR 24 AS IDENTIFIED BY SAID EXHIBITS; AND 

WHEREAS, THE UNDERSIGNED OWNER OF A ROYALTY INTEREST, BEING FAMILIAR WITH THE CONTENTS THEREOF, DESIRES TO RATIFY AND CONFIRM 
SAID UNIT AGREEMENT AND SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND "C" AND THE UNDERSIGNED OWNER OF 
A WORKING INTEREST OR BOTH ROYALTY AND WORKING INTERESTS, BEING FAMILIAR WITH THE CONTENTS THEREOF, DESIRES TO RATIFY AND CONFIRM 
SAID UNIT AGREEMENT, SAID UNIT OPERATING AGREEMENT, AND SECOND PEVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B* AND "C" 

JjOW'TyER̂ FORE, EACH OF THE UNDERSIGNED DOES HEREBY RATIFY AND CONFIRM SAID UNIT AGREEMENT AND SAID REVISED EXHIBITS OR SAID UNIT 
'.•AGREEMENT'AND. UNIT OPERATING AGREEMENT AND REVISED EXHIBITS DEPENDENT ON THE TYPE OF INTEREST OR INTERESTS OWNED, 

^CTN'WrTllESS WHEREOF, EACH OF THE UNDERSIGNED PARTIES HAVE EXECUTED THIS INSTRUMENT ON THE DATE SET FORTH OPPOSITE JTS SIGNATURE, 

DATE ' ATTEST: April 22, 1977 ^ . *A A? AA'/', 
- I 

DATE {I^JHSCU ' President of LASCA. INC. 
- i-.-..-.-Xe^riia-JIL.^hjerts^..^ecretary. 

INDIVIDUAL AND MARRIED-PERSONS' ACKNOWLEDGMENT 

THE STATE OF 

COUNTY OF 

BEFORE ME, THE UNDERSIGNED, A NOTARY PUBLIC IN AND FOR SAID COUNTY AND STATE, ON THIS DAY PFRSONALLY APPEARED 
KNOWN TO ME TO BE THE PERSON(S) WHOSE NAME(S) IS (ARE) SUBSCRIBED TO THE 

FOREGOING INSTRUMENT, AND ACKNOWLEDGED TO ME THAT _HE_ EXECUTED THE SAME FOR THE PURPOSES AND CONSIDERATION THFREIN EXPRESSED. 

GIVEN UNDER MY HAND AND SEAL OF OFFICE, THIS THE DAY OF . A.D. 19 

NOTARY PUBLIC IN AND FOR 
. COUNTY, _____ 

THE STATE OF •:' Texas 

COUNTY OF _ T a r r a n t 

CORPORATE AND TRUST ACKNOWLEDGMENT 

BEFORE ME, THE UNDERSIGNED, A NOTARY PUBLIC IN AND FOR SAID COUNTY AND STATE, ON THIS DAY PERSONALLY APPEARED . 
- W i l l i a m B. Watson KNOWN TO ME TO BE THE PERSON WHO EXECUTED THE FOREGOING INSTRUMENT AS 

Pre s i de_fc_; OF I.asr.a, I n c . , AND ACKNOWLEDGED TO ME THAT HE EXECUTED THE 
SAME FOR THE.PURPOSES AND CONSIDERATION THEREIN EXPRESSED AS THE ACT AND DEED OF SAID T.agra., T n r . AND IN THE 
CAPACITY THEREIN STATED. 

GIVEN UNDER MY UAND AND SEAL OF OFFICE, THIS THE 22 DAY OF _ A p r i l A.D, 19 77 

2____ 
, NOTARY PUBLIC/IN AND FOR 

• Tgrrrant.CouW, _. 





FIRST ENLARGEMENT 
RATIFICATION OF AGREEMENTS ENTITLED 

"UNIT AGREEMENT" AND "UNIT OPERATING AGREEMENT" 
SOUTH HOBBS (GRAYBURG-SAN ANDRES) UNIT 

LEA COUNTY. NEW, MEXICO 

KNOW ALL MEN BY THESE PRESENTS: 

WHEREAS THE UNDERSIGNED OWNER OF ROYALTY INTEREST HEREBY ACKNOWLEDGES RECEIPT OF THAT CERTAIN INSTRUMENT ENTITLED "UNIT AGREE
MENT, SOUTH HOBBS (GRAYBURG-SAN ANDRES) UNIT, LEA COUNTY, NEW MEXICO," DATED MAY 1, 1974, RECORDED IN VOLUME 3?2, PAGES 362-406, 
OF THE MISCELLANEOUS RECORDS OF LEA COUNTY, NEW MEXICO, HEREINAFTER REFERRED TO AS THE UNIT AGREEMENT; A "CERTIFICATE OF EFFEC
TIVENESS FOR UNIT AGREEMENT AND FIRST REVISION OF EXHIBITS 'A,' 'B,' AND 'C; ATTACHED THERETO AND RECORDED IN VOLUME 32", PAGES 
435-436, OF THE MISCELLANEOUS RECORDS OF LEA COUNTY, NEW MEXICO; A "CERTIFICATE OF EFFECTIVENESS FOR FIRST REVISION OF EXHIBIT 
'A' AND SECOND REVISION OF EXHIBITS 'B' AND 'C ATTACHED TO UNIT AGREEMENT* AND RECORDED IN VOLUME 325, PAGE 179, OF THE MISCEL
LANEOUS RECORDS OF LEA COUNTY, NEW MEXICO; AND A COPY OF SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS *B" AND 
"C"; AND THE UNDERSIGNED OWNER OF WORKING INTEREST HEREBY ACKNOWLEDGES RECEIPT OF SAID UNIT AGREEMENT, A COPY OF "UNIT OPERATING 
AGREEMENT, SOUTH HOBBS (GRAYBURG-SAN ANDRES) UNIT, LEA COUNTY, NEW MEXICO," HEREINAFTER REFERRED TO AS UNIT OPERATING AGREEMENT, 
COPIES OF SAID CERTIFICATES OF EFFECTIVENESS, AND COPIES OF SAID SECOND REVISION OF EXHIBIT "A* AND THIRD PEVISIONS OF EXHIBITS 
"B" AND "C"; AND 

WHEREAS SAID SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND "C" TO SAID "NIT AGREEMENT IDENTIFY TRACTS 
Nos. 6, 7, 23, AND 24 WHICH MAY BE INCLUDED IN THE UNIT AREA COVERED BY SAID UNIT AGREEMENT AS A RESULT OF THE ENLARGEMENT OF 
THE UNIT AREA, DEPENDING UPON WHETHER SUCH TRACTS QUALIFY FOR INCLUSION THEREIN AS PROVIDED IN ARTICLE 17 OF SAID UNIT AGREEMENT, 
AND SAID SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND "C" ALSO IDENTIFY ALL OF THE TRACTS IN THE 
EXISTING UNIT AREA; AND 

WHEREAS EACH OF THE UNDERSIGNED REPRESENTS THAT IT IS AN OWNER OF A ROYALTY INTEREST, OR WORKING INTEREST OR INTERESTS, AS 

THOSE TERMS ARE DEFINED IN SAID UNIT AGREEMENT IN ONE OR MORE OF TRACTS 6, 7, 23, OR 24 AS IDENTIFIED BY SAID EXHIBITS; AND 

WHEREAS, THE UNDERSIGNED OWNER OF A ROYALTY INTEREST, BEING FAMILIAR WITH THE CONTENTS THEREOF, DESIRES TO RATIFY AND CONFIRM 

SAID UNIT AGREEMENT AND SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND "C" AND THE UNDERSIGNED OWNER OF 
A WORKING INTEREST OR BOTH ROYALTY AND WORKING INTERESTS, BEING FAMILIAR WITH THE CONTENTS THEREOF, DESIRES TO RATIFY AND CONFIRM 
SAID UNIT AGREEMENT', SAID UNIT OPERATING AGREEMENT, AND SECOND PEVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND "C" 
NOW THEREFORE, EACH OF THE UNDERSIGNED DOES HEREBY RATIFY AND CONFIRM SAID UNIT AGREEMENT AND SAID REVISED EXHIBITS OR SAID UNIT 
AGREEMENT AND UNIT OPERATING AGREEMENT AND REVISED EXHIBITS DEPENDENT ON THE TYPE OF INTEREST OR INTERESTS OWNED. 

IN WITNESS WHEREOF, EACH OF THE UNDERSIGNED PARTIES HAVE EXECUTED THIS INSTRUMENT ON THE DATE SET FORTH OPPOSITE ITS SIGNATURE. 

DATE . 

THE STATE OF 

COUNTY OF 

INDIVIDUAL AND MARRIED-PERSONS' ACKNOWLEDGMENT 

BEFOREjME, THE UNDERSIGNED, A NOTARY PUBLIC IN AND FOR SAID COUNTY AND STATE, ON THIS DAY PFRSONALLY APPEAREI* ________ 
/ V i L ( j f i?A y ^ KNOWN TO ME TO BE THE PERSON(S) WHOSE NAME(S) IS (ARE) SUBSCRIBED TO THE 

ING INSTRUffiNT, FOREGOING INSTRUMENT, AND ACKNOWLEDGED TO ME THAT _HE_ EXECUTED TOE 
GIVEN UNDER MY HAND AND SEAL OF OFFICE, THIS THE DAY O, 

FOR THE PURPOSES AND CONSIDERATION LHFREIN EXPRESSED, 
^ _ _ _ _ A.D. 19 / f , 

NOTARY PUBLIC IN AND FOR 
COUNTY, 

THE STATE OF 

COUNTy OF 

CORPORATE AND TRUST ACKNOWLEDGMENT 

'BEFORE ME, THE UNDERSIGNED, A NOTARY PUBLIC IN AND FOR SAID COUNTY AND STATE, ON THIS DAY PERSONALLY APPEARED 
: _ _ , KNOWN TO ME TO BE THE PERSON WHO EXECUTED THE FOREGOING INSTRUMENT AS 

— _ OF , AND ACKNOWLEDGED TO ME THAT HE EXECUTED THE 
SAME FOR THE PURPOSES AND CONSIDERATION THEREIN EXPRESSED AS THE ACT AND DEED OF SAID AND IN THE 
CAPACITY THEREIN STATED. 
GIVEN UNDER MY HAND AND SEAL OF OFFICE, THIS THE DAY OF A.D. 19 

NOTARY PUBLIC IN AND FOR 
COUNTY, ______ 





FIRST ENLARGEMENT 
RATIFICATION OF AGREEMENTS ENTITLED 

"UNIT AGREEMENT" AND "UNIT OPERATING AGREEMENT" 
SOUTH HOBBS (GRAYBURG-SAN ANDRES) UNIT 

I FA COUNTY. NEW MEXICO 

KNOW ALL MEN BY THESE PRESENTS: 

WHEREAS THE UNDERSIGNED OWNER OF ROYALTY INTEREST HEREBY ACKNOWLEDGES RECEIPT OF THAT CERTAIN INSTRUMENT ENTITLED "UNIT AGREE
MENT, SOUTH HOBBS (GRAYBURG-SAN ANDRES) UNIT, LEA COUNTY, NEW MEXICO," DATED MAY 1, 1971, RECORDED IN VOLUME 3?2, PAGES 362-406, 

OF THE MlSCElLANEOUS RECORDS OF LEA COUNTY, NEW MEXICO, HEREINAFTER REFERRED TO AS THE UNIT AGREEMENT; A "CERTIFICATE OF EFFEC
TIVENESS FOR UNIT AGREEMENT AND FIRST REVISION OF EXHIBITS 'A,' 'B,' AND 'C; ATTACHED THERETO AND RECORDED IN VOLUME 52*» PAGES 

435-436, OF THE MISCELLANEOUS RECORDS OF LEA COUNTY, NEW MEXICO; A "CERTIFICATE OF EFFECTIVENESS FOR FIRST REVISION OF EXHIBIT 

'A' AND SECOND REVISION OF EXHIBITS 'B' AND 'C ATTACHED TO UNIT AGREEMENT" AND RECORDED IN VOLUME 325, PAGE 129, OF THE MISCEL

LANEOUS RECORM OF LEA COUNTY, NEW MEXICO; AND A COPY OF SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND 

"C"; AND THE UNDERSIGNED OWNER OF WORKING INTEREST HEREBY ACKNOWLEDGES RECEIPT OF SAID UNIT AGREEMENT, A COPY OF "UNIT OPERATING 

AGREEMENT, SOUTH HOBBS (GRAYBURG-SAN ANDRES) UNIT, LEA COUNTY, NEW MEXICO," HEREINAFTER REFERRED TO AS UNIT OPERATING AGREEMENT, 

COPIES OF SAID CERTIFICATES OF EFFECTIVENESS, AND COPIES OF SAID SECOND REVISION OF EXHIBIT "A" AND THIRD PEVISIONS OF EXHIBITS 

"B" AND "C"; AND 

WHEREAS SAID SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND "C" TO SAID UNIT AGREEMENT IDENTIFY TRACTS 
NOS. 6, 7, 23. AND 24 WHICH MAY BE INCLUDED IN THE UNIT AREA COVERED BY SAID UNIT AGREEMENT AS A RESULT OF THE ENLARGEMENT OF 
THE UNIT AREA, DEPENDING UPON WHETHER SUCH TRACTS QUALIFY FOR INCLUSION THEREIN AS PROVIDED IN ARTICLE 12 OF SAID UNIT AGREEMENT, 
AND SAID SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND "C" ALSO IDENTIFY ALL OF THE TRACTS IN THE 
EXISTING UNIT AREA; AND 

* 
WHEREAS EACH OF THE UNDERSIGNED REPRESENTS THAT IT IS AN OWNER OF A ROYALTY INTEREST, OR WORKING INTEREST OR INTERESTS, AS 

THOSE TERMS ARE DEFINED IN SAID UNIT AGREEMENT IN ONE OR MORE OF TRACTS 6, 7, 23, OR 24 AS IDENTIFIED BY SAID EXHIBITS; AND 

WHEREAS, THE UNDERSIGNED OWNER OF A ROYALTY INTEREST, BEING FAMILIAR WITH THE CONTENTS THEREOF, DESIRES TO RATIFY AND CONFIRM 

SAID UNIT AGREEMENT AND SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND "C" AND THE UNDERSIGNED OWNER OF 

A WORKING INTEREST OR BOTH ROYALTY AND WORKING INTERESTS, BEING FAMILIAR WITH THE CONTENTS THEREOF, DESIRES TO RATIFY AND CONFIRM 

SAID UNIT AGREEMENT, SAID UNIT OPERATING AGREEMENT, AND SECOND PEVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND "C" 

NOW THEREFORE, EACH OF THE UNDERSIGNED DOES HEREBY RATIFY AND CONFIRM SAID UNIT AGREEMENT AND SAID REVISED EXHIBITS OR SAID UNIT 

AGREEMENT AND UNIT OPERATING AGREEMENT AND REVISED EXHIBITS DEPENDENT ON THE TYPE OF INTEREST OR INTERESTS OWNED. 

IN WITNESS WHEREOF, EACH OF THE UNDERSIGNED PARTIES HAVE EXECUTED THIS INSTRUMENT ON THE DATE SET FORTH OPPOSITE ITS SIGNATURE, 

DATE 4 - L Q - 77 

DATE 

E s t a t e o f E.A. O b e r i n g , deceased 

— > / y ^ c ^ c _ 
By: Helen Bailey Obezang, Executri: 

INDIVIDUAL AND MARRIED-PERSONS' ACKNOWLEDGMENT 

THE STATE OF OKLAHOMA 

COUNTY OF J . OKLAHOMA 

BEFORE'.ME, THE.UNDERSIGNED, A^NOTARY PUBLIC IN AND FOR SAID COUNTY AND STATE, ON THIS DAY PERSONALLY APPEAREP 
H e l e n B a i l e y O b e r i n g ; , KNOWN TO ME TO BE THE PERSONS) WHOSE NAME(S) 15. (ARE) SUBSCRIBED TO THE 

FOREGOING INSTRUMENT, AND ACKNOWLEDGED TO ME THAT&J_ EXECUTED THE SAME FOR THE .PJJRPOSES AND CONSIDERATION THFREIN EXPRESSED. 

GIVEN' UNDER MY HAND AND SEAL OF OFFICE, THIS THE d o t t l DAY OF A p r i l A.D. 19 T T 

\-.V-„ "i .-' v ^ , 

NOTARY PUBLIC IN AND FOR • 
O k l a h o m a COUNTY. O k l a h n m a 

THE STATE OF CORPORATE AND TRUST ACKNOWLEDGMENT 

COUNTY OF 

BEFORE ME. THE UNDERSIGNED, A NOTARY PUBLIC IN AND FOR SAID COUNTY AND STATE, ON THIS DAY PERSONALLY APPEARED 

, KNOWN TO ME TO BE THE PERSON WHO EXECUTED THE FOREGOING INSTRUMENT AS 

OF , AND ACKNOWLEDGED TO ME THAT HE EXECUTED THE 
SAME FOR THE PURPOSES AND CONSIDERATION THEREIN EXPRESSED AS THE ACT AND DEED OF SAID AND IN THE 
CAPACITY THEREIN STATED. 

GIVEN UNDER MY HAND AND SEAL OF OFFICE, THIS THE DAY OF , A.D. 19 

NOTARY PUBLIC IN AND FOR 

COUNTY, . 





FIRST ENLARGEMENT 
RATIFICATION OF AGREEMENTS ENTITLED 

"UNIT AGREEMENT" AND "UNIT OPERATING AGREEMENT" 
SOUTH HOBBS (GRAYBURG-SAN ANDRES) UNIT 

I FA COUNTY. NEW MEXICO 

KNOW ALL MEN BY THESE PRESENTS: 

WHEREAS THE UNDERSIGNED OWNER OF ROYALTY INTEREST HEREBY ACKNOWLEDGES RECEIPT OF THAT CERTAIN INSTRUMENT ENTITLED "UNIT AGREE
MENT, SOUTH HOBBS (GRAYBURG-SAN ANDRES) UNIT, LEA COUNTY, NEW MEXICO," DATED MAY 1, 1974, RECORDED IN VOLUME 372, PAGES 362-406, 

OF THE MISCELLANEOUS RECORDS OF LEA COUNTY, NEW MEXICO, HEREINAFTER REFERRED TO AS THE UNIT AGREEMENT; A "CERTIFICATE OF EFFEC

TIVENESS FOR UNIT AGREEHENT AND FIRST REVISION OF EXHIBITS 'A,' 'B,' AND 'C; ATTACHED THERETO AND RECORDED IN VOLUME 324, PAGES 

435-436, OF THE MISCELLANEOUS RECORDS OF LEA COUNTY, NEW MEXICO; A "CERTIFICATE OF EFFECTIVENESS FOR FIRST REVISION OF EXHIBIT 

'A' AND SECOND REVISION OF EXHIBITS 'B' AND 'C ATTACHED TO UNIT AGREEMENT" AND RECORDED IN VOLUME 325, PAGE 129, OF THE MISCEL

LANEOUS RECORDS OF LEA COUNTY, NEW MEXICO; AND A COPY OF SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS *B" AND 

"C"J AND THE UNDERSIGNED OWNER OF WORKING INTEREST HEREBY ACKNOWLEDGES RECEIPT OF SAID UNIT AGREEMENT, A COPY OF "UNIT OPERATING 

AGREEMENT, SOUTH HOBBS (GRAYBURG-SAN ANDRES) UNIT, LEA COUNTY, NEW MEXICO," HEREINAFTER REFERRED TO AS UNIT OPERATING AGREEMENT, 

COPIES OF SAID CERTIFICATES OF EFFECTIVENESS, AND COPIES OF SAID SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS 

"B" AND "C"; AND 

WHEREAS SAID SECOND REVISION OF EXHIBIT "A" AND THIRD REVISION OF EXHIBITS "B" AND "C" TO SAID UNIT AGREEMENT IDENTIFY TRACTS 
NOS. 6, 7, 23, AND 24 WHICH MAY BE INCLUDED IN THE UNIT AREA COVERED BY SAID UNIT AGREEMENT AS A RESULT OF THE ENLARGEMENT OF 
THE UNIT AREA, DEPENDING UPON WHETHER SUCH TRACTS OUALIFY FOR INCLUSION THEREIN AS PROVIDED IN ARTICLE 12.OF SAID UNIT AGREEMENT, 
AND SAID SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF.EXHIBITS "B" AND "C" ALSO IDENTIFY ALL OF THE TRACTS IN THE 
EXISTING UNIT AREA; AND 

WHEREAS EACH OF THE UNDERSIGNED REPRESENTS THAT IT IS AN OWNER OF A ROYALTY INTEREST, OR WORKING INTEREST OR INTERESTS, AS 

THOSE TERMS ARE DEFINED IN SAID UNIT AGREEMENT IN ONE OR MORE OF TRACTS 6, 7, 73, OR 24 AS IDENTIFIED BY SAID EXHIBITS; AND 

WHEREAS, IHE UNDERSIGNED OWNER OF A ROYALTY INTEREST, BEING FAMILIAR WITH THE CONTENTS THEREOF, DESIRES TO RATIFY AND CONFIRM 

SAID UNIT AGREEMENT AND SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND "C" AND THE UNDERSIGNED OWNER OF 

A WORKING INTEREST OR BOTH ROYALTY AND WORKING INTERESTS, BEING FAMILIAR WITH THE CONTENTS THEREOF, DESIRES TO RATIFY AND CONFIRM 

SAID UNIT AGREEMENT, SAID UNIT OPERATING AGREEMENT, AND SECOND PEVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B* AND "C"J 

NOW THEREFORE, EACH OF THE UNDERSIGNED DOES HEREBY RATIFY AND CONFIRM SAID UNIT AGREEMENT AND SAID REVISED EXHIBITS OR SAID UNIT 

AGREEMENT AND UNIT OPERATING AGREEMENT AND REVISED EXHIBITS DEPENDENT ON THE TYRE OF INTEREST OR INTERESTS OWNED. 

HIS /INSTRUMENT IN WITNESS WHEREOF, EACH OF THE UNDERSIGNED PARTIES HAVE EXECUTED THI ON THE DATE SET F0RTX OPPOSITE ITS SIGNATURE. 

XI , 1 \ V 

J o r i j . Reynolds 13-6094614 

INDIVIDUAL AND MARRIED-PERSONS' ACKNOWLEDGMENT 

THE STATE OF N e w Y o r k 
COUNTY OF N e w Y o r k 

BEFORE Mt, THE UNDERSIGNED, A NOTARY PUBLIC IN AND FOR SAID COUNTY AND STATE, ON THIS DAY PFRSONALLY APPEAREP 
Tr>T-in •T',. R e y n o l d s KNOWN TO ME TO BE THE PERSON(S) WHOSE NAME(S) IS (ARE) SUBSCRIBED TO THE 
FOREGOING INSTRUMENT, AND ACKNOWLEDGED TO ME THAT HE_ EXECUTED THE SAME FOR THE PURPOSES AND CONSIOERATJpN THFREIN EXPRESSED, 
GfVEN UNDER MY HAND AND SEAL OF OFFICE, THIS THE 6 t h D 4 y 0 F M a y , A.D, 19 7 7 

' • frr.T _. S;J 
t - >.U. Oi-:-.--

' QuaSfrd ir. I.:.-* 
'fcaunuslon Expires 

11 ;vAN 

: y, KVII York 

7ir.< Cv.'nty 
:„_i.ii I'X 1373 

/ NOTARY PUBLIC IN AND FOR , 

0"<.--:- H-BOUNTY. J____J____ 

THE STATE OF 

COUNTY OF 

CORPORATE AND TRUST ACKNOWLEDGMENT 

BEFORE ME. THE UNDERSIGNED, A NOTARY PUBLIC IN AND FOR SAID COUNTY AND STATE, ON THIS DAY PERSONALLY APPEARED 

. < KNOWN TO ME TO BE THE PERSON WHO EXECUTED THE FOREGOING INSTRUMENT AS 

OF , AND ACKNOWLEDGED TO ME THAT HE EXECUTED THE 

SAME FOP THE PURPOSES AND CONSIDERATION THEREIN EXPRESSED AS THE ACT AND DEED nF SAID AND IN THE 

CAPACITY THEREIN STATED. 

GIVEN UNOER MY HAND AND SEAL OF OFFICE, THIS THE DAY OF A.D. 19 

NOTARY PUBLIC IN AND FOR 

COUNTY, 





FIRST ENLARGEMENT 
RATIFICATION OF AGREEMENTS ENTITLED 

"UNIT AGREEMENT" AND "UNIT OPERATING AGREEMENT" 
SOUTH HOBBS (GRAYBURG-SAN ANDRES) UNIT 

LEA COUNTY. NEW MFXICO 

KNOW ALL MEN BY THESE PRESENTS: 

WHEREAS THE UNDERSIGNED OWNER OF ROYALTY INTEREST HEREBY ACKNOWLEDGES RECEIPT OF THAT CERTAIN INSTRUMENT ENTITLED "UNIT AGREE
MENT, SOUTH HOBBS (GRAYBURG-SAN ANDRES) UNIT, LEA COUNTY, NEW MEXICO," DATED MAY 1, 1974, RECORDED IN VOLUME 322, PAGES 362-406, 
OF THE MISCELLANEOUS RECORDS OF'LEA COUNTY, NEW MEXICO, HEREINAFTER REFERRED TO AS THE UNIT AGREEMENT; A "CERTIFICATE OF EFFEC
TIVENESS FOR UNIT AGREEMENT AND FIRST REVISION OF EXHIBITS 'A,' 'B,' AND 'C; ATTACHED THERETO AND RECORDED IN VOLUME 324, PAGES 
435-436, OF THE MISCELLANEOUS RECORDS OF LEA COUNTY, NEW MEXICO; A "CERTIFICATE OF EFFECTIVENESS FOR FIRST REVISION OF EXHIBIT 
'A' AND SECOND REVISION OF EXHIBITS 'B' AND 'C ATTACHED TO UNIT AGREEMENT" AND RECORDED IN VOLUME 325, PAGE 179, OF THE MISCEL
LANEOUS RECORDS OF LEA COUNTY, NEW MEXICO; AND A COPY OF SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND 
"C"; AND THE UNDERSIGNED OWNER OF WORKING INTEREST HEREBY ACKNOWLEDGES RECEIPT OF SAID UNIT AGREEMENT, A COPY OF "UNIT OPERATING 
AGREEMENT, SOUTH HOBBS (GRAYBURG-SAN ANDRES) UNIT, LEA COUNTY, NEW MEXICO," HEREINAFTER REFERRED TO AS UNIT OPERATING AGREEMENT, 
COPIES OF SAID CERTIFICATES OF EFFECTIVENESS, AND COPIES OF SAID SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS 
"B" AND "C"; AND 

WHEREAS SAID SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND "C" TO SAID UNIT AGREEMENT IDENTIFY TRACTS 
Nos. 6, 7, 23, AND 24 WHICH MAY BE INCLUDED IN THE UNIT AREA COVERED BY SAID UNIT AGREEMENT AS A RESULT OF THE ENLARGEMENT OF 
THE UNIT AREA, DEPENDING UPON WHETHER SUCH TRACTS QUALIFY FOR INCLUSION THEREIN AS PROVIDED IN ARTICLE 17.OF SAID UNIT AGREEMENT, 
AND SAID SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND "C" ALSO IDENTIFY ALL OF THE TRACTS IN THE 
EXISTING UNIT AREA; AND % 

WHEREAS EACH OF THE UNDERSIGNED REPRESENTS THAT IT IS AN OWNER OF A ROYALTY INTEREST, OR WORKING INTEREST OR INTERESTS, AS 
THOSE TERMS ARE DEFINED IN SAID UNIT AGREEMENT IN ONE OR MORE OF TRACTS 6, 7, 23, OR 24 AS IDENTIFIED BY SAID EXHIBITS; AND 

WHEREAS, THE UNDERSIGNED OWNER OF A ROYALTY INTEREST, BEING FAMILIAR WITH THE CONTENTS THEREOF, DESIRES TO RATIFY AND CONFIRM 
SAID UNIT AGREEMENT AND SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND "C" AND THE UNDERSIGNED OWNER OF 
A WORKING INTEREST OR BOTH ROYALTY AND WORKING INTERESTS, BEING FAMILIAR WITH THE CONTENTS THEREOF, DESIRES TO RATIFY AND CONFIRM 
SAID UNIT AGREEMENT, SAID UNIT OPERATING AGREEMENT, AND SECOND PEVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND *C*J 

NOW THEREFORE, EACH OF THE UNDERSIGNED DOES HEREBY RATIFY AND CONFIRM SAID UNIT AGREEMENT AND SAID REVISED EXHIBITS OR SAID UNIT 
AGREEMENT AND UNIT OPERATING AGREEMENT AND REVISED EXHIBITS DEPENDENT ON THE TYPE OF INTEREST OR INTERESTS OWNED. 

IN WITNESS WHEREOF, EACH OF THE UNDERSIGNED PARTIES HAVE EXECUTED THIS INSTRUMENT ON THE DATE SET FORTH OPPOSITE ITS SIGNATURE. 

4^ ^J2&\£,JL&^ ''r^^rfr^' 
INDIVIDUAL AND MARRIED-PERSONS' ACKNOWLEDGMENT 

THE STATE OF Tf><\$ 
COUNTY OF. PASO 

-BEFORE ME, TH'Ê UNDERSIGNED, A NOTARY PUBLIC IN AND FOR SAID COUNTY AND STATE, ON THIS DAY PFRSONALLY APPEAREP 
F/g g a : &*•(- C / /V g - KNOWN TO ME TO BE THE PERSON(s) WHOSE NAME(s) IS (ARE) SUBSCRIBED TO THE 
FOREGOING INSTRUMENT, AND ACKNOWLEDGED TO ME THAT _HE_ EXECUTED THE SAME FOR THE PURPOSES AND CONSIDERATION THFREIN EXPRESSED. 
GIVEN UNDER MY HAND AND SEAL OF OFFICE, THIS THE . DAY OF T.< • A.D, 19 V 7 . 

NOTARY PUBLIC IN AND FOR 

f- i /- y*-<>-:: COUNTY, y 

TU- CTATC nc CORPORATE AND TRUST ACKNOWLEDGMENT THt STATt OF 

COUNTY OF 

BEFORE ME. THE UNDERSIGNED, A NOTARY PUBLIC IN AND FOR SAID COUNTY AND STATE, ON THIS DAY PERSONALLY APPEARED 
, KNOWN TO ME TO BE THE PERSON WHO EXECUTED THE FOREGOING INSTRUMENT AS 

OF , AND ACKNOWLEDGED TO ME THAT HE EXECUTED THE 
SAME FOR THE PURPOSES AND CONSIDERATION THEREIN EXPRESSED AS THE ACT AND DEED OF SAID AND IN THE 
CAPACITY THEREIN STATED. 
GIVEN UNDER MY HAND AND SEAL OF OFFICE, THIS THE DAY OF , A.D. 19 

NOTARY PUBLIC IN AND FOR 

COUNTY, 





FIRST ENLARGEMENT 
RATIFICATION OF AGREEMENTS ENTITLED 

"UNIT AGREEMENT" AND "UNIT OPERATING AGREEMENT" 
SOUTH HOBBS (GRAYBURG-SAN ANDRES) UNIT 

I FA COUNTY. NEW MEXICO 
* 

KNOW ALL MEN BY THESE PRESENTS: 

WHEREAS THE UNDERSIGNED OWNER OF ROYALTY INTEREST HEREBY ACKNOWLEDGES RECEIPT OF THAT CERTAIN INSTRUMENT ENTITLED "UNIT AGREE
MENT, SOUTH HOBBS (GRAYBURG-SAN ANDRES) UNIT, LEA COUNTY, NEW MEXICO," DATED MAY 1, 1974, RECORDED IN VOLUME 3?2, PAGES 3P2-40S, 
OF THE MlSCElLANEOUS RECORDS OF LEA COUNTY, NEW MEXICO, HEREINAFTER REFERRED TO AS THE UNIT AGREEMENT; A "CERTIFICATE OF EFFEC
TIVENESS FOR UNIT AGREEMENT AND FIRST REVISION OF EXHIBITS 'A,' 'B,' AND 'C; ATTACHED THERETO AND RECORDED IN VOLUME 32", PAGES 
435-436, OF THE MISCELLANEOUS RECORDS OF LEA COUNTY, NEW MEXICO; A "CERTIFICATE OF EFFECTIVENESS FOR FIRST REVISION OF EXHIBIT 
'A' AND SECOND REVISION OF EXHIBITS 'B' AND 'C ATTACHED TO UNIT AGREEMENT" AND RECORDED IN VOLUME 325, PAGE 129, OF THE MISCEL
LANEOUS RECORDS OF LEA COUNTY, NEW MEXICO; AND A COPY OF SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND 
"C"; AND THE UNDERSIGNED OWNER OF WORKING INTEREST HEREBY ACKNOWLEDGES RECEIPT OF SAID UNIT AGREEMENT, A COPY OF "UNIT OPERATING 
AGREEMENT, SOUTH HOBBS (GRAYBURG-SAN ANDRES) UNIT, LEA COUNTY, NEW MEXICO," HEREINAFTER REFERRED TO AS UNIT OPERATING AGREEMENT, 
COPIES OF SAID CERTIFICATES OF EFFECTIVENESS, AND COPIES OF SAID SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS 
"B" AND "C"; AND 

WHEREAS SAID SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND "C* TO SAID UNIT AGREEMENT IDENTIFY TRACTS 
Nos. 6, 7, 23, AND 24 WHICH MAY BE INCLUDED IN THE UNIT AREA COVERED BY SAID UNIT AGREEMENT AS A RESULT OF THE ENLARGEMENT OF 
THE UNIT AREA, DEPENDING UPON WHETHER SUCH TRACTS QUALIFY FOR INCLUSION THEREIN AS PROVIDED IN ARTICLE 12 OF SAID UNIT AGREEMENT, 
AND SAID SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND "C" ALSO IDENTIFY ALL OF THE TRACTS IN THE 
EXISTING UNIT AREA; AND 

\ 
WHEREAS EACH OF THE UNDERSIGNED REPRESENTS THAT IT IS AN OWNER OF A ROYALTY INTEREST, OR WORKING INTEREST OR INTERESTS, AS 

THOSE TERMS ARE DEFINED IN SAID UNIT AGREEMENT IN ONE OR MORE OF TRACTS 6, 7, 23, OR 24 AS IDENTIFIED BY SAID EXHIBITS; AND 

WHEREAS, THE UNDERSIGNED OWNER OF A ROYALTY INTEREST, BEING FAMILIAR WITH THE CONTENTS THEREOF, DESIRES TO RATIFY AND CONFIRM 

SAID UNIT AGREEMENT AND SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND "C" AND THE UNDERSIGNED OWNER OF 
A WORKING INTEREST OR BOTH ROYALTY AND WORKING INTERESTS, BEING FAMILIAR WITH THE CONTENTS THEREOF, DESIRES TO RATIFY AND CONFIRM 
SAID UNIT AGREEMENT, SAID UNIT OPERATING AGREEMENT, AND SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND "C"; 
NOW THEREFORE, EACH OF THE UNDERSIGNED DOES HEREBY RATIFY AND CONFIRM SAID UNIT AGREEMENT AND SAID REVISED EXHIBITS OR SAID UNIT 
AGREEMENT!AUB-UNIT OPERATING AGREEMENT AND REVISED EXHIBITS DEPENDENT ON THE TYPE OF INTEREST OR INTERESTS OWNED. 

•.) - ° * L . 
ESŜ T̂HFFIEQFI EACH OF THE UNDERSIGNED^RTIES HAVE EXECUTED THIS INSTRUMENT ON THE DATE SET FORTH OPPOSITE ITS SIGNATURE. 

1L^>^ ^L^C OXfca 
Paul G. Snrtttie, Asst. Secretary A. J . $houp, J r / ^ r i c e President 

DATE April 27/1977 April 27, 1977 

, Jrf.^ice 

• 5 ;j j *; • • INDIVIDUAL AND MARRIED-PERSONS' ACKNOWLEDGMENT 

THE STATE' OF __ . 

COUNTY OF 

BEFORE ME, THE UNDERSIGNED, A NOTARY PUBLIC IN AND FOR SAID COUNTY AND STATE, ON THIS DAY PERSONALLY APPEARED 
KNOWN TO ME TO BE THE PERSON(S) WHOSE NAME(s) IS (ARE) SUBSCRIBED TO THE 

FOREGOING INSTRUMENT, AND ACKNOWLEDGED TO ME THAT _HE_ EXECUTED THE SAME FOR THE PURPOSES AND CONSIDERATION THFREIN EXPRESSED, 

GIVEN UNDER MY HAND AND SEAL OF OFFICE, THIS THE DAY OF . A.D. 19 , 

NOTARY PUBLIC IN AND FOR 
COUNTY, 

THE STATE OF _ TeXdS CORPORATE AND TRUST ACKNOWLEDGMENT 

COUNTY OF Dallas 

BEFOSf ME- THEcJWWfAIGNEI>i«A NOTARY PUBLIC IN AND FOR SAID COUNTY AND STATE, ON THIS DAY PERSONALLY APPEARED ... 
r. "* - j ~ " O U P » KNOWN TO ME__ BE THE PERSON WHO EXECUTED THE FOREGOING INSTRUMENT AS * * C t i 

P r e s i d e n t — „ Sabiffe P roduc t i on Company , A N D A C K N 0 „ L E D G E D T 0 ME THAT HE EXECUTED THE 
SAME FOR THE PURPOSES AND CONSIDERATION THEREIN EXPRESSED AS THE ACT AND DEED OF SAID C O r p O r a t j O n AND IN THE 
CAPACITY THEREIN STATED. 
GIVEN UNDER MY HAND AND SEAL OF OFFICE, THIS THE c t DAY OF rtpn I , fl.p, jg 

^ Bobbie Freeman 
.NOTARY PUBLIC IN .AND FOR 

Dallas C o U N T Y j Texas 
My Commission expires June 1, 1977 





FIRST ENLARGEMENT 
RATIFICATION OF AGREEMENTS ENTITLED 

"UNIT AGREEMENT" AND "UNIT OPERATING AGREEMENT" 
SOUTH HOBBS (GRAYBURG-SAN ANDRES) UNIT 

LEA COUNTY. NEW MEXICO 
* 

KNOW ALL MEN BY THESE PRESENTS: 

WHEREAS THE UNDERSIGNED OWNER OF ROYALTY INTEREST HEREBY ACKNOWLEDGES RECEIPT OF THAT CERTAIN INSTRUMENT ENTITLED "UNIT AGREE
MENT, SOUTH HOBBS (GRAYBURG-SAN ANDRES) UNIT, LEA COUNTY, NEW MEXICO," DATED MAY 1, 1974, RECORDED IN VOLUME 3?2, PAGES 3G2-406, 
OF THE MlSCElLANEOUS RECORDS OF LEA COUNTY, NEW MEXICO, HEREINAFTER REFERRED TO AS THE UNIT AGREEMENT; A "CERTIFICATE OF EFFEC
TIVENESS FOR UNIT AGREEMENT AND FIRST REVISION OF EXHIBITS 'A,' 'B,' AND 'C; ATTACHED THERETO AND RECORDED IN VOLUME 32*, PAGES 
435-436, OF THE MISCELLANEOUS RECORDS OF LEA COUNTY, NEW MEXICO; A "CERTIFICATE OF EFFECTIVENESS FOR FIRST REVISION OF EXHIBIT 
'A' AND SECOND REVISION OF EXHIBITS 'B' AND 'C ATTACHED TO UNIT AGREEMENT" AND RECORDED IN VOLUME 325, PAGE 129, OF THE MISCEL
LANEOUS RECORDS OF LEA COUNTY, NEW MEXICO; AND A COPY OF SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B* AND 
"C"; AND THE UNDERSIGNED OWNER OF WORKING INTEREST HEREBY ACKNOWLEDGES RECEIPT OF SAID UNIT AGREEMENT, A COPY OF "UNIT OPERATINS 
AGREEMENT, SOUTH HOBBS (GRAYBURG-SAN ANDRES) UNIT, LEA COUNTY, NEW MEXICO," HEREINAFTER REFERRED TO AS UNIT OPERATING AGREEMENT, 
COPIES OF SAID CERTIFICATES OF EFFECTIVENESS, AND COPIES OF SAID SECOND REVISION OF EXHIBIT "A" AND THIRD PEVISIONS OF EXHIBITS 
"B" AND "C"; AND 

WHEREAS SAID SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND "C" TO SAID "NIT AGREEMENT IDENTIFY TRACTS 
Nos. 6, 7, 23, AND 24 WHICH MAY BE INCLUDED IN THE UNIT AREA COVERED BY SAID UNIT AGREEMENT AS A RESULT OF THE ENLARGEMENT OF 
THE UNIT AREA, DEPENDING UPON WHETHER SUCH TRACTS QUALIFY FOR INCLUSION THEREIN AS PROVIDED IN ARTICLE 12 OF SAID UNIT AGREEMENT, 
AND SAID SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND *C" ALSO IDENTIFY ALL OF THE TRACTS IN THE 
EXISTING UNIT AREA; AND 

* 
WHEREAS EACH OF THE UNDERSIGNED REPRESENTS THAT IT IS AN OWNER OF A ROYALTY INTEREST, OR WORKING INTEREST OR INTERESTS, AS 

THOSE TERMS ARE DEFINED IN SAID UNIT AGREEMENT IN ONE OR MORE OF TRACTS 6, 7, 23, OR 24 AS IDENTIFIED BY SAID EXHIBITS; AND 

WHEREAS, THE UNDERSIGNED OWNER OF A ROYALTY INTEREST, BEING FAMILIAR WITH THE CONTENTS THEREOF, DESIRES TO RATIFY AND CONFIRM 

SAID UNIT AGREEMENT AND SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND "C" AND THE UNDERSIGNED OWNER OF 
A WORKING INTEREST OR BOTH ROYALTY AND WORKING INTERESTS, BEING FAMILIAR WITH THE CONTENTS THEREOF, DESIRES TO RATIFY AND CONFIRM 
SAID UNIT AGREEMENT, SAID UNIT OPERATING AGREEMENT, AND SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND "C 
NOW THEREFORE, EACH OF THE UNDERSIGNED DOES HEREBY RATIFY AND CONFIRM SAID UNIT AGREEMENT AND SAID REVISED EXHIBITS OR SAID UNIT 
AGREEMENT AND UNIT OPERATING AGREEMENT AND REVISED EXHIBITS DEPENDENT ON THE TYPE OF INTEREST OR INTERESTS OWNED, 

IN WITNESS WHEREOF, EACH OF THE UNDERSIGNED PARTIES HAVE EXECUTED THIS INSTRUMENT ON T>ftT DATE SET FORTH OPPOSITE ITS SIGNATURE. 

DATE > W , V / P . / f 7 7 

DATE 

INDIVIDUAL AND MARRIED-PERSONS' ACKNOWLEDGMENT 

THE STATE OF 

COUNTY OF 

BEFORE ME, THÊ NDERSIGNED, A NOTARY PUBLIC IN AND FOR SAID COUNTY AND STATE, ON THIS DAY PFRSONALLY APPEAREP 
/V/^zl , KNOWN TO ME TO BE THE PERSON(S) WHOSE NAME(S) IS (ARE) SUBSCRIBED TO THE 

FOREGOING INSTRUMENT, AND ACKNOWLEDGED TO ME THAT JHE_ EXEC41/ED THE SAME FOR >HE PURPOSES AND CONSIDERATION THFREIN EXPRESSED\ 
GI VFN UNDER MY HAND AND SEAL OF OFFICE, THIS THE /' P ^ DAY CT / J ATJ <JjJ A.D. 19 7 7 . •'' 

THE STATE OF 

COUNTY OF 

PUBLIC IN AND̂ FOR r - •-. -. 
at-Qy Sta^-bfeglogtoat r_T__. 

^CommLssicui.Expires.Ju 29^1977 
Bonded b, A U ^ , 9 ^ S A U ^ y ^ C ^ ^ _ D 6 ^ . . 

BEFORE ME, THE UNDERSIGNED, A NOTARY PUBLIC IN AND FOR SAID COUNTY AND STATE, ON THIS DAY PERSONALLY APPEARED 
, KNOWN TO ME TO BE THE PERSON WHO EXECUTED THE FOREGOING INSTRUMENT AS _ 

OF , AND ACKNOWLEDGED TO ME THAT HE EXECUTED THE 
SAME FOR THE PURPOSES AND CONSIDERATION THEREIN EXPRESSED AS THE ACT AND DEED OF SAID AND IN THE 
CAPACITY THEREIN STATED. 
GIVEN UNDER MY HAND AND SEAL OF OFFICE, THIS THE DAY OF , A.D. 19 

NOTARY PUBLIC IN AND FOR 
COUNTY, _______ 





FIRST ENLARGEMENT 
RATIFICATION OF AGREEMENTS ENTITLED 

-UNIT AGREEMENT" AND "UNIT OPERATING AGREEMENT" 
SOUTH HOBPS (GRAYBURG-SAN ANDRES) UNIT 

I FA COUNTY. NFW MEXICO 

KNOW ALL MEN BY THESE PRESENTS: 

WHEREAS THE UNDERSIGNED OWNER OF ROYALTY INTEREST HEREBY ACKNOWLEDGES RECEIPT OF THAT CERTAIN INSTRUMENT ENTITLED "UNIT AGREE
MENT, SOUTH HOBBS (GRAYBURG-SAN ANDRES) UNIT, LEA COUNTY, NEW MEXICO," DATED MAY 1, 1974, RECORDED IN VOLUME 372, PAGES 362-406, 
OF THE MlSCElLANEOUS RECORDS OF LEA COUNTY, NEW MEXICO, HEREINAFTER REFERRED TO AS THE UNIT AGREEMENT; A "CERTIFICATE OF EFFEC
TIVENESS FOR UNIT AGREEMENT AND FIRST REVISION OF EXHIBITS 'A,' 'B,' AND 'C; ATTACHED THERETO AND RECORDED IN VOLUME 52", PAGES 
435-436, OF THE MISCELLANEOUS RECORDS OF LEA COUNTY, NEW MEXICO; A "CERTIFICATE OF EFFECTIVENESS FOR FIRST REVISION OF EXHIBIT 
'A' AND SECOND REVISION OF EXHIBITS 'B' AND 'C ATTACHED TO UNIT AGREEMENT" AND RECORDED IH VOLUME 325, PAGE 129, OF THE MISCEL
LANEOUS RECORDS OF LEA COUNTY, NEW MEXICO; AND A COPY OF SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS *B" AND 

"C"j AND THE UNDERSIGNED OWNER OF WORKING INTEREST HEREBY ACKNOWLEDGES RECEIPT OF SAID IfolT AGREEMENT, A COPY OF "UNIT OPERATING 

AGREEMENT, SOUTH HOBBS (GRAYBURG-SAN ANDRES) UNIT, LEA COUNTY, NEW MEXICO," HEREINAFTER REFERRED TO AS UNIT OPERATING AGREEMENT, 
COPIES OF SAID CERTIFICATES OF EFFECTIVENESS, AND COPIES OF SAID SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS 

"B" AND "C"> AND — — ' i ' 

WHEREAS SAID SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND "C" TO SAID UNIT AGREEMENT IDENTIFY TRACTS 
NOS. 6, 7, 23, AND 24 WHICH MAY BE INCLUDED IN THE UNIT AREA COVERED BY SAID UNIT AGREEMENT AS A RESULT OF THE ENLARGEMENT OF 
THE UNIT AREA, DEPENDING UPON WHETHER SUCH TRACTS QUALIFY FOR INCLUSION THEREIN AS PROVIDED IN ARTICLE 12 OF SAID UNIT AGREEMENT, 
AND SAID SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND "C" ALSO IDENTIFY ALL OF THE TRACTS IN THE 
EXISTING UNIT AREA; AND 

WHEREAS EACH OF THE UNDERSIGNED REPRESENTS THAT IT IS AN OWNER OF A ROYALTY INTEREST, OR WORKING INTEREST OR INTERESTS, AS 

THOSE TERMS ARE DEFINED IN SAID UNIT AGREEMENT IN ONE OR MORE OF TRACTS 6, 7, 73, OR 24 AS IDENTIFIED BY SAID EXHIBITS; AND 

WHEREAS, THE UNDERSIGNED OWNER OF A ROYALTY INTEREST, BEING FAMILIAR WITH THE CONTENTS THEREOF, DESIRES TO RATIFY AND CONFIRM 

SAID UNIT AGREEMENT AND SECOND REVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND "C" AND THE UNDERSIGNED OWNER OF 
A WORKING INTEREST OR BOTH ROYALTY AND WORKING INTERESTS, BEING FAMILIAR WITH THE CONTENTS THEREOF, DESIRES TO RATIFY AND CONFIRM 
SAID UNIT AGRECMENT, SAID UNIT OPERATING AGREEMENT, AND SECOND PEVISION OF EXHIBIT "A" AND THIRD REVISIONS OF EXHIBITS "B" AND "C"j 
NOW THEREFORE, EACH OF THE UNDERSIGNED DOES HEREBY RATIFY AND CONFIRM SAID UNIT AGREEMENT AND SAID REVISED EXHIBITS OR SAID UNIT 
AGREEMENT AND UNIT OPERATING AGREEMENT AND REVISED EXHIBITS DEPENDENT ON THE TYPE OF INTEREST OR INTERESTS OWNED. 

IN WITNESS WHEREOF, EACH OF THE UNDERSIGNED PARTIES HAVE EXECUTED THIS INSTRUMENT ON THE DATE SET FORTH OPPOSITE ITS SIGNATURE. 

INDIVIDUAL AW) MARRIED-PERSONS' ACKNOWLEDGMENT 

THE STATE OF T e x a s * 

COUNTY OF Tarrant '"A S. U <IJ 

BEFORE ME, THE UNDERSIGNED, A NOTARY PUBLIC IN AND FOR SAID COUNTY AND STATE, ON THIS DAY PERSONALLY APPEARET Mrs v.. Elaine-' 
—L»—WalKer , KNOWN TO ME TO BE THE PERSON(S) WHOSE NAME(S) IS (ARE) SUBSCRIBED"TO TH_\ "V "- v~ 
FOREGOING INSTRUMENT, AND ACKNOWLEDGED TO ME THATSLHE EXECUTED THE SAME FOR THE PURPOSES AND CONSIDERATION THFREIN EXPRESSED". 

GIVEN UNDER MY EAND AND SEAL CF OFFICE, THIS THE ~ " - -- - - • 
! EXECUTED THE SAME FOR THE PURPOSES AND CONSIDERATION TH>S 

21st . DAY OF A p r x l A.D. i9._7.7_U 

N̂OTARY PUBLIC IN AND FOR ."' 

T a r r a n t COUNTY, Texas . •' -V 

THE STATE OF CORPORATE AND TRUST ACKNOWLEDGMENT 

COUNTY OF 

BEFORE ME, THE UNDERSIGNED, A NOTARY PUBLIC IN AND FOR SAID COUNTY AND STATE, ON THIS DAY PERSONALLY APPEARED 
, KNOWN TO ME TO BE THE PERSON WHO EXECUTED THE FOREGOING INSTRUMENT AS _ 

OF . AND ACKNOWLEDGED TO ME THAT HE EXECUTED THE 
SAME FOR THE PURPOSES AND CONSIDERATION THEREIN EXPRESSED AS THE ACT AND DEED OF SAID AND IN THE 
CAPACITY THEREIN STATED. 
GIVEN UNDER MY HAND AND SEAL OF OFFICE, THIS THE DAY OF , A.D. 19 

NOTARY PUBLIC IN AND FOR 
COUNTY, 





State cf N e w A4exico TELEPHONE 
505-827-2748 

jj DEC I * V ) ? 4 M '' 

Commissioner cf Public U K T ^ H C o ^ 
A L E X J . A R M I J O 

COMMISSIONER 

December 11, 1974 

Amoco Production Company 
500 Jefferson Building 
P. 0. Box 3092 
Houston, Texas 77001 

A 

P . O . BOX 1 1 4 8 

SANTA F E , NEW MEXICO 

Re: South Hobbs (Grayburg*-ian Andres) Unit 
Lea County, New Mexico 

ATTENTION: Mr. Bruce A. Landis, Jr. 

Gentlemen: 

The Commissioner of Public Lands has t h i s date approved your 
South Hobbs (Grayburg-San Andres) Unit, Lea County, New Mexico. The 
ef f e c t i v e date to be as of January 1, 1975. 

Enclosed are eight (8) Cer t i f i c a t e s of approval. 

Please submit your I n i t i a l Plan of Operation as w e l l as the 
designation of w e l l names and numbers, also, revised Exhibits showing 
a l l the Working Interest Owners as we l l as committment of the t r a c t s 
which you expect to q u a l i f y be January 1, 1975. 

y i ' ROMULO'U. MARTINEZ, / 
/ Assistant Director 

O i l and Gas Division 

AJA/RUM/s 
encls. 
cc: OCC- Santa Fe, New Mexico 





AMOCO Amoco Production Company 11 500 Jefferson Building 
P.O. Box 3092 
Houston, Texas 77001 

Bruce A. Landis, Jr. 
Division Unitization 
Superintendent 

January 20, 1975 

File: BAL-416-293 

Re: South Hobbs (Grayburg-San Andres) Unit 
Lea County, New Mexico 

Mr. I . R. Trujillo, Chairman 
State of New Mexico 
Oil Conservation Commission 
Santa Fe, New Mexico 

Dear Mr. Trujillo: 

In compliance with Order No. R-4924, Case 5371, specifically paragraph 3, 
second part of the order, attached are an executed original of the 
Unit Agreement and Certificate of Effectiveness for the South Hobbs 
(Grayburg-San Andres) Unit. 

The Unit with Amoco Production Company as Operator became effective 
January 1, 1975. 

Yours very truly, 

BRF/jh 
5/576 

/ 

Attachment 





CERTIFICATE OF EFFECTIVENESS 
FOR 

UNIT AGREEMENT AND FIRST REVISION OF 
EXHIBITS "A", "B" AND "C" ATTACHED TO 

UNIT AGREEMENT 
SOUTH HOBBS (GRAYBURG-SAN ANDRES) UNIT 

LEA COUNTY, NEW MEXICO 

STATE OF NEW MEXICO \ 
COUNTY OF LEA { 

KNOW ALL MEN BY THESE PRESENTS: 

WHEREAS, Amoco Production Company has been designated as Unit 

Operator of the South Hobbs (Grayburg-San Andres) Unit pursuant to the 

agreement entitled "Unit Agreement, South Hobbs (Grayburg-San Andres) 

Unit, Lea County, New Mexico," dated the first day of May, 1974, herein

after referred to as "Unit Agreement"; and 

WHEREAS, Article 17 of the Unit Agreement provides the manner of 

determining when the agreement shall become effective and for filing of 

record in Lea County, New Mexico, a certificate by Unit Operator setting 

forth the facts in this regard. 

NOW, THEREFORE, Amoco Production Company, as Unit Operator, hereby 

certifies as follows: 

1. Tracts representing 100% of the Unit Area as described in the 

First Revision to Exhibit B and depicted on the First Revision to Exhibit C 

to the Unit Agreement have qualified for inclusion in the Unit Area 

pursuant to the provisions of Article 9 of the Unit Agreement. 

2. The Unit Agreement was approved by the Oil Conservation Commission 

of the State of New Mexico on December 3, 1974, Case No. 5371, Order 

No. R-4924, and the New Mexico State Land Office, Commissioner of Public 

Lands, on December 11, 1974. 

3. A counterpart of the Unit Agreement was filed for record on 

December 12, 1974, and was recorded on December 12, 1974, in the Deed 

Records of Lea County, New Mexico, in Volume 322, Page 362-406. 



4. That i t has, in compliance with the provisions of Article 2, 

and Article 9 of the Unit Agreement, revised Exhibits "A", "B" and "C" 

to the Unit Agreement, and that true and correct copies of said Exhibits "A", 

"B" and "C", as so revised, are attached hereto and made by reference a 

part hereof. 

5. That the Unit Agreement became effective on January 1, 1975, 

at 7:00 a.m., and said Revised Exhibits "A", "B" and "C" attached hereto 

are effective as of the effective date of the Unit Agreement. 

IN WITNESS WHEREOF, AMOCO PRODUCTION COMPANY, acting in its capacity 

as Unit Operator, has on this ) ST —- day of January, 1975, executed 

this instrument. 

AMOCO PRODUCTION COMPANY 

Its Attorney-in-Fact 

THE STATE OF TEXAS \ 

COUNTY OF HARRIS { 

BEFORE ME, the undersigned authority, on this day personally 
appeared JOHN W. PHENIClS , known to me to be the 
person whose name is subscribed to the foregoing instrument as Attorney-
in-Fact for Amoco Production Company, a corporation, and acknowledged to 
me that he executed the same as the act of such corporation, for the 
purposes and consideration therein expressed, and in the capacity 
therein stated. 

pGIVEN UNDER MY HAND AND SEAL OF OFFICE, this / & - day of 
s.1 rx/rm <ti.^M 

Notary Publ 
Harris County/ Texas 

ic /in and for / 

N-_>. : - ; DOROTHY E. MlDDLETCflM 

M . N f * a , y P u b ' i c f " and for Harris county, Texas 
. '' ™y Commission Exp i res . . . . ^ . - / r . i? !^ 
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FIRST REVISION 

EXHIBIT HCH 

TO 
UNIT AGREEMENT 

SOUTH HOBBS (GRAYBURG-SAN ANDRES) UNIT 
LEA COUNTY, NEW MEXICO 

Tract Participation - % 
Tract 
No. Description Phase I Phase II Phase III 

TOWNSHIP 18 SOUTH, RANGE 38 EAST 

1 Section 33: 

TOWNSHIP 19 SOUTH, 

SE/4 SE/4 

RANGE 38 EAST 

2.35734 1.75687 2.23037 

2 Section 4: 

Section 5: 
Section 9: 
Section 10: 

Section 15: 

NW/4, E/2 SW/4, 
SE/4 
SW/4 
E/2 NW/4, NE/4 
W/2 NW/4, S/2 
SW/4 
N/2 NW/4, SW/4 
NW/4 

28.53746 27.46222 32.53720 

3 Section 8: N/2 SE/4 .00000 .11477 .00693 

4 Section 6: NW/4 1.53475 1.72529 .73714 

5 Section 6: N/2 NE/4, 
SE/4 NE/4 4.10529 3.41836 1.25473 

10 Section 16: 

TOWNSHIP 18 SOUTH, 

NE/4 NE/4 

RANGE 38 EAST 

.09047 .28467 .05006 

11 Section 34: NW/4 NW/4 2.91350 2.06713 2.28083 

12 Section 34: SW/4 NW/4 2.27139 1.80156 2.68753 

15 Section 34 

TOWNSHIP 19 SOUTH, 

SW/4 

RANGE 38 EAST 

8.03200 6.60214 8.38751 

16 Section 5 NW/4 7.97114 6.29490 5.83904 

17 Section 5 NE/4 5.20009 5.23677 5.73123 

18 Section 4 NE/4 6.51548 5.93120 8.83177 

19 Section 3 NW/4 4.70851 4.56372 4.85148 

20 Section 3 NE/4 1.41498 2.43280 1.26678 

C-l 



I let 

TOW 

Tract Participation - % 

j Se 

j Se 

I s 
I 

j Se 

j Sei 
I : 

: Sei 

\ Se 

I Se 

! Se 

\ Se 

i Sei 

I Se, 

| Se 

! Se 

Se 

Se 

Se 

Se 

Se 

Se 

Se 

Se 

Sei 

IIP 

Description 

19 SOUTH, RANGE 38 EAST 

ion 

on 

ion 

on 

Ion 

on 

lion 

ion 

ion 

ion 

on 

ion 

|on 
j 

ji on 

ion 

Son 

ion 

ion 

ion 

ion 

ion 

ion 

ion 

on 

Phase I Phase II Phase III 

3 S/2 7.63947 7.44620 6.90748 

5 E/2 SE/4 4.92476 4.47148 3.46042 

8 NE/4 NE/4 .18759 .39363 .30539 

8 SE/4 NE/4 .30329 .41782 .22016 

9 SW/4 NW/4 .30938 .62382 .55291 

9 SW/4 NW/4 .15896 .33646 .25158 

10 E/2 NW/4 1.00043 1.51197 2.75590 

10 N/2 NE/4 1.37567 1.39522 .81398 

10 S/2 NE/4 2.73237 2.11071 1.14919 

10 N/2 SE/4 .85113 1.25799 1.12559 

10 N/2 SW/4 1.02706 1.47531 1.48385 

10 S/2 SE/4 1.23693 1.60178 .92313 

9 N/2 SE/4 .53288 1.10219 .74051 

9 N/2 SW/4 .26649 .59134 .21242 

9 S/2 SE/4 .36659 .75818 .27670 

15 NW/4 NE/4 .00000 .54821 .32440 

15 NE/4 NE/4 .29771 .41766 .26710 

15 S/2 NE/4 .00000 .63502 .28815 

15 SE/4 NW/4 .24256 .53779 .28946 

15 NE/4 SW/4 .18658 .35953 .35321 

15 NW/4 SW/4 .00000 .23163 .05844 

15 NW/4 SE/4 .18293 .56508 .19266 

15 NW/4 SE/4 .47149 .62204 .26894 

15 NE/4 SE/4 .05333 .27120 .02863 

C-2 



Tract 

No. Description 

TOWNSHIP 18 SOUTH, RANGE 38 EAST 

47 Section 15 SE/4 SE/4 

48 Section 15 SW/4 SE/4 

49 Section 11 SE/4 SW/4 

50 Section 14 W/2 NW/4 

Tract Participation - % 

Phase I Phase II Phase III 

.00000 .12935 .00408 

.00000 .23439 .02205 

.00000 .07509 .02095 

.00000 .18651 .01012 

100.00000% 100.00000% 100.00000% 

RMA/jw 
360-219 
(LR) 





AMOCO] Amoco Production Company 
III 500 Jefferson Building 

P.O. Box 3092 
Houston. Texas 77001 

Bruce A. Landis, Jr. 
Division Unitization 
Superintendent 

March 3, 1975 

File: BAL-416-826 

Re: South Hobbs (Grayburg-San Andres) Unit 
Lea County, New Mexico 

Mr. I . R. Trujillo, Chairman 
State of New Mexico 
Oil Conservation Commission 
Santa Fe, NM 

Dear Mr. Trujillo: 

Reference is made to our letter dated January 20, 1975, File: BAL-416-
293, transmitting in compliance with Order No. R-4924 the Unit Agreement 
with First Revision to Exhibit "A," "B," and "C," and the Certificate of 
Effectiveness for the subject unit which became effective January 1, 
1975. 

Attached are First Revision to Exhibit "A" and Second Revision to Exhibits 
"B" and "C" to Unit Agreement, along with Certificate of Effectiveness 
dated February 24, 1975; all instruments are now being filed for record 
in Lea County, New Mexico. 

Yours very truly, 

BRF:db 
1/2194 

Attachments 



CERTIFICATE OF EFFECTIVENESS 
FOR 

FIRST REVISION OF EXHIBIT "A" 
AND SECOND REVISION OF EXHIBITS "B" AND "C" 

ATTACHED TO UNIT AGREEMENT 
SOUTH HOBBS (GRAYBURG-SAN ANDRES) UNIT 

LEA COUNTY, NEW MEXICO 

STATE OF NEW MEXICO) 
) KNOW ALL MEN BY THESE PRESENTS: 

COUNTY OF LEA ) 

WHEREAS Amoco Production Company has been designated as Unit Oper

ator of the South Hobbs (Grayburg-San Andres) Unit pursuant to the agreement 

entitled "Unit Agreement, South Hobbs (Grayburg-San Andres) Unit, Lea County, 

New Mexico," dated the first day of May 1974, hereinafter referred to as 

"Unit Agreement"; 

WHEREAS Article 2 of the Unit Agreement provides, among other things, 

that, should there be any mechanical miscalculation or mechanical error in the 

exhibits attached thereto, Unit Operator may correct the mistake or mistakes 

by revising the exhibits to conform to the facts; and 

WHEREAS Article 2 of the Unit Agreement provides that, if an exhibit 

is revised, Unit Operator shall execute an appropriate instrument with the re

vised exhibits attached and file two copies with the Commissioner and one 

copy for record in Lea County, New Mexico; 

THEREFORE, Amoco Production Company, as Unit Operator of the said 

South Hobbs (Grayburg-San Andres) Unit, pursuant to the authority hereinabove 

recited, does hereby revise said Exhibits "A," "B," and "C" in the particulars 

hereinafter provided. 

1. Exhibit "A" of the Unit Agreement is hereby revised by substitu

ting the plat attached to this instrument marked "First Revision, Exhibit 'A' 

to Unit Agreement" for the plat designated as Exhibit "A," this plat reflecting 

the unit outline and title as of the effective date. 

2. Exhibit "B" of the Unit Agreement is hereby revised by substitu

ting the attached "Second Revision, Exhibit 'B,'" for the "First Revision, 

Exhibit 'B,'" which designates a sliding-scale overriding royalty for Tract 20, 

corrects mechanical errors shown for overriding royalty ownership under Tract 

36 and for Working Interest ownership under Tracts 36, 43, and 44 which affects 

only the overriding royalty owner and those Working Interest Owners making up 

the ownership under the aforementioned tracts and does not in any way change 

the participation values for Tracts 36, 43, and 44 or for any other tract in 

the aforementioned Unit. 



3. Exhibit "C" of the Unit Agreement is hereby revised by substitu

ting the attached "Second Revision, Exhibit 'C,'" for the "First Revision, 

Exhibit 'C,'" which corrects a mechanical error for the descriptions shown of 

Tracts 22, 27, 44, and 49 and in no way alters or affects the descriptions of 

any other tract or unit boundary as of the effective date as shown on Exhibit 

"A" attached. 

Except as revised hereby, said Exhibits "A," "B," and "C" of the Unit 

Agreement shall remain as shown. 

NOW, THEREFORE, Amoco Production Company, as Unit Operator, hereby 

certifies as follows: 

1. That it has, in compliance with the provisions of Article 2, re

vised Exhibits "A," "B," and "C" to the Unit Agreement and that true and cor

rect copies of said Exhibits "A," "B" and "C" as so revised are attached hereto 

and made by reference a part hereof. 

2. That the Unit Agreement became effective on January 1, 1975, at 

7 A.M. and said First Revision to Exhibit "A" and Second Revision to Exhibit 

"C" attached hereto are effective as of the effective date of the Unit Agreement. 

3. That in accordance with Article 2 of the Unit Agreement, the 

Second Revision to Exhibit "B" is and shall be effective at 7 A.M. on the first 

day of the calendar month next following the filing for record of the revised 

exhibit. 

IN WITNESS WHEREOF, Amoco Production Company, acting in its capacity 

as Unit Operator, has on this 3 y J* day of February 1975 executed this 

instrument. 

APPROVLD j 

THE STATE OF TEXAS) 
COUNTY OF HARRIS ) 

BEFORE ME, the undersigned authority, on this day personally appeared 
JOHN W. PHENlciF » known to me to be the person who executed the 

foregoing instrument as Attorney in Fact for AMOCO PRODUCTION COMPANY, and ac
knowledged to me that he executed the same for the purposes and consideration 
;the.cê '>x,pressed as the act and deed of said corporation and in the capacity 
there tn.'stated. 

'<:>-. J 
•32IVEN UNDER MY HAND AND SEAL OF OFFICE this £ V^y day of February 

:-•-<-/ ; 3 V.ftORptHX E. MIDDLETON . 
Notary PwWte rrt and for Harris County, fefctt " 1 ~ H o ^ d ^ PuBi \ . 

My Commission E x p i r e s . . . . * . - . / - . J ^ , H a r H s County , TexaS 

-2-
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SECOND REVISION 

EXHIBIT "C" 
TO 

UNIT AGREEMENT 
SOUTH HOBBS (GRAYBURG-SAN ANDRES) UNIT 

LEA COUNTY, NEW MEXICO 

Tract Participation - % 
Tract 
No. Description Phase I Phase I I Phase I I I 

TOWNSHIP 18 SOUTH, RANGE 38 EAST 

1 Section 

TOWNSHIP 

33: 

19 SOUTH, 

SE/4 SE/4 

RANGE 38 EAST 

2.35734 1.75687 2.23037 

2 Section 

Section 
Section 
Section 

Section 

4: 

5: 
9: 
10: 

15: 

NW/4, E/2 SW/4, 
SE/4 
SW/4 
E/2 NW/4, NE/4 
W/2 NW/4, S/2 
SW/4 
N/2 NW/4, SW/4 
NW/4 

28.53746 27.46222 32.53720 

3 Section 8: N/2 SE/4 .00000 .11477 .00693 

4 Section 6: NW/4 1.53475 1.72529 .73714 

5 Section 6: N/2 NE/4, 
SE/4 NE/4 4.10529 3.41836 1.25473 

10 Section 

TOWNSHIP 

16: 

18 SOUTH, 

NE/4 NE/4 

RANGE 38 EAST 

.09047 .28467 .05006 

11 Section 34: NW/4 NW/4 2.91350 2.06713 2.28083 

12 Section 34: SW/4 NW/4 2.27139 1.80156 2.68753 

15 Section 

TOWNSHIP 

34 

19 SOUTH, 

SW/4 

RANGE 38 EAST 

8.03200 6.60214 8.38751 

16 Section 5 NW/4 7.97114 6.29490 5.83904 

17 Section 5 NE/4 5.20009 5.23677 5.73123 

18 Section 4 NE/4 6.51548 5.93120 8.83177 

19 Section 3 NW/4 4.70851 4.56372 4.85148 

20 Section 3 NE/4 1.41498 2.43280 1.26678 

C-l 



Ijract 

21 

2\Z 

2| 5 

2|5 

2|7 

213 

2|9 

3|D 

3|) 

ii 

3 j 3 

3|T 

3| 5 

315 

317 

313 

2\9 

4b 

T 

s« 
st 

Sd 

Sl 

Sj 

s< 

s< 

Sf 

s< 

S( 

s« 

s< 
S( 

sd 

Sf 

s< 

4|5 

sd 

s« 

s* 

s« 

Description 

HIP 19 SOUTH, RANGE 38 EAST 

ion 3 

ion 5 
ion 4 

ion 8 

ion 8 

ion 9 

ion 9 

ion 10 

ion 10 

ion 10 

ion 10 

ion 10 

ion 10 

ion 9 

ion 9 

ion 9 

ion 15 

ion 15 

ion 15 

ion 15 

ion 1;> 

ion 15 

ion 15 

ion 15 

ion 15 

S/2 

E/2 SE/4 
W/2 SW/4 

NE/4 NE/4 

SE/4 NE/4 

NW/4 NW/4 

SW/4 NW/4 

E/2 NW/4 

N/2 NE/4 

S/2 NE/4 

N/2 SE/4 

N/2 SW/4 

S/2 SE/4 

N/2 SE/4 

N/2 SW/4 

S/2 SE/4 

NW/4 NE/4 

NE/4 NE/4 

S/2 NE/4 

SE/4 NW/4 

NE/4 SW/4 

NW/4 SW/4 

S/2 SW/4 

NW/4 SE/4 

NE/4 SE/4 

Tract Participation - % 

Phase I 

7.63947 

4.92476 

.18759 

.30329 

.30938 

.15896 

1.00043 

1.37567 

2.73237 

.85113 

1.02706 

1.23693 

.53288 

.26649 

.36659 

.00000 

.29771 

.00000 

.24256 

.18658 

.00000 

.18293 

.47149 

.05333 

Phase I I 

7.44620 

4.47148 

.39363 

.41782 

.62382 

.33646 

1.51197 

1.39522 

2.11071 

1.25799 

1.47531 

1.60178 

1.10219 

.59134 

.75818 

.54821 

.41766 

.63502 

.53779 

.35953 

.23163 

.56508 

.62204 

.27120 

Phase I I I 

6.90748 

3.46042 

.30539 

.22016 

.55291 

.25158 

2.75590 

.81398 

1.14919 

1 12559 

1.48385 

.92313 

.74051 

.21242 

.27670 

32440 

.26710 

.28815 

.28946 

.35321 

.05844 

.19266 

.26894 

.02863 
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Tract Participation - % 
Tract 
No. Description Phase I Phase I I Phase I I I 

TOWNSHIP 18 SOUTH, RANGE 38 EAST 

47 Section 15 SE/4 SE/4 .00000 .12935 .00408 

48 Section 15 SW/4 SE/4 .00000 .23439 .02205 

49 Section 11 SW/4 SW/4 .00000 .07509 .02095 

50 Section 14 W/2 NW/4 .00000 .18651 .01012 

100.00000% 100.00000% 100.00000% 
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