STATE OF NEvv MEXICO

ENERGY ano MINERALS DEPARTMENT

OIL CONSERVATION DIVISION

May 17, 1982

BRUCE KING

POST OFFICE BOX 2088
GOVERNOR STATE LAND OFFICE BUILDING
LARRY KEHOE SANTA FE, NEW MEXICO B7501
SECRETARY [506) 827-2434

Amoco Production Company
P. 0. Box 3092
Houston, Texas 77001

Attention: Mr. Chris L. Raper

Re: E1 Alto Grande Unit
Acreement

Gentlemen:

Reference is made to your letter dated April 26,
1982, wherein you requested this office's approval for
the amendment of the E1 Alto Grarde Unit Agreement to
change the initial well drilling obligation from the
Devonian formation or 15,100 feet, whichever is lesser,
to 50 feet into the Barnett shale or 14,100 feet, which-
ever is lesser.,

It is our understanding that this requested change
results from additional seismic data which shows the
original target formation to be 700 feet deeper than
originally thought and to featur: no structural relief.
Further, that the Minerals Manag:@:ment Service has
already concurred in your reques:.

The New Mexico 0il Conservation Division hereby
approves the amendment of the subject unit agreement as
described above.

Very truly yours,

JOE D. RAMEY,
Division DJirector
JDR/DSN/dr

cc: Minerals Managment Service
v/ Case 7310



Amoco Production Company (USA)

500 Jefferson Building
P.0O. Box 3092
Houston, Texas 77001

April 16, 1982

Re: EA 51775
E1 Alto Grande Federal Unit
Lea County, New Mexico

New Mexico 0il Conservation Division
P. 0. Box 2088
Santa Fe, NM 87501

Attention: Mr. Dan Nutter

Gentlemen:

Enclosed for your file, please find the Minerals Management Service
approval to amend the depth of the Initial well required in Section 9 of
the E1 Alto Grande Unit Agreement dated August 25, 1981. Please provide
Amoco your written approval of this change at your earliest convenience.

If you have any questions in this regard or we may be of any assistance,
please advise.

Yours very truly,

(s 7 M

Chris L. Raper
Land Department

CLR/jev o
985/K
Enclosure "y
cc: GIf 0i1 Corporation w/attachment. ;:; e

P. 0. Box 1150 o

Midland, TX 79702
Attention: Mr. Mark Parker

Wexpro Company w/attachment
P. 0. Box 11070

Salt Lake City, UT 84147
Attention: Mr. Craig Frisbee

Mountain Fuel Supply Company w/attachment
P. 0. Box 11368

Salt Lake City, UT 84139

Attention: Mr. N. L. Witte



United States Department of the Interior
OFFICE OF THE SECRETARY

Minerals Manajement Service
South Central Region
P. O. Box 26124
Albuquerque, Neww Mexico 871256

Amoco Production Campany
Attention: Chris Raper
P. 0. Box 3092

Houston, Texas 77001

Gentlamen:

This office received a request by lettar dated March 22, 1982, and by
telegram on March 29, 1982, to amend tne depth of the initial test
well as stated in Section 9 of the El Alto Grande Unit Agreement,

No. 14-08-0001-19568, effective August 25, 1981.

The terms of the unit agreement call f£or the initial well to test the
Devonian formation or to be drilled to 15,100 feet, whichever is the
lesser. Your request states that mechanical difficulties encountered
in the El Alto Grande Unit Well No. 1 ilictated that additional seismic
be shot and directional surveys be run. After evaluating the new data,
the Devonian formation was estimated t> be approximately 700 feet
lower than anticipated and is flat with no structure. Because of this
new information, you are requesting our approval to drill 50 feet into
the Barnett shale or to a depth of 14,100 feet, whichever is shallower.

Under Section 9 of the unit agreement, the terms of the initial test
well may be amended if the unit operator establishes to the satisfaction
of the Deputy that the drilling of sail well would be unwarranted or
impracticable. Your request to cease drilling the El Alto Grande Unit
Well No. 1 in the Barnett shale or 14,100 feet is hereby approved.

Sincerely yours,

; < .
ol AR R -'\//L‘/Z"T‘\\
</ Gene F. Daniel
Deputy Minerals Manager
0Oil and Gas



Amoco Production Company (USA)

500 Jefferson Building
P.O. Box 3092
Houston, Texas 77001

October 23, 1981

Re: EA 51,775

E1 Alto Grande Federal Unit
Lea County, New Mexico

0i1 Conservation Division PR
State of New Mexico : A
P. 0. Box 2088 7 «
State Land Office s

Santa Fe, NM 87501

Attention: Mr. Ernie Padea

Gentlemen:

As a follow-up to my letter of August 28, 1981, in which I provided you
a fully executed E1 Alto Grande Unit Agreement, enclosed for your files
please find:

(1) A copy of Mr. James W. Shelton's letter granting approval
and setting out the effective date of the subject unit.

(2) Certification Determination.

(3) Copy of the Unit Operating Agreement.
If any additional information is needed or required, please advise.
Yours very truly,

AMOCO PRODUCTION COMPANY

(s 7 Mg
Chris L. Raper

Land Department

CLR/dq
648/A

Enclosures



United States Department of the Interior

GEOLOGICAL SURVEY
South Central Region
P. O. Box 26124
Albuquerque, New Mexico 87125

Amoco Production Campany
Attention: Chris L. Raper
P. O. Box 3092

Houston, Texas 77001

Gentlemen:

An approved copy of the El Alto Granda2 unit agreement, Lea County,
New Mexico is enclosed. Such agreement has been assigned No. 14-08-
0001-19568 and is effective August 25, 1981, the same date as ap-
proved.

You are requested to furnish all interested principles with appropri-
ate evidence of this approval.

Sincerely yours,

A D . ey
;L¢W¢¢44K5Ziaé£§F“

> Genz F. Daniel
Deputy Conservation Manager
0il and Gas

Enclosure -

RECEIVED
%mm"mn
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CERTIFICATION DETERMINATION

Pursuant to the authority vested ir the Secretary of the Interior,
the act approved February, 1920, 41 Stat. 437, as amended, 30 U.S.C.
secs. 181, et seq., and delegated to the Deputy Conservation Managers
of the United States Geological Survey, I do heréby:

A. . Approve the attached agreement for the development and

operation of the El1 Alto Srande

Unit Area, State of New Mexico

B. Certify and determine that the unit plan of development and
operation contemplated in the attached agreement is necessary and
advisable in the public interest for the purpose of more properly
conserving the natural resources.

C. Certify and determine that the drilling, producing, rental,
minimun royalty, and royalty requirements of all Federal leases
cormitted to said agreement are hereby established, altered, chapged,

or revoked to conforh~with the terns and conditions of this égreement.

orta s €. ;?Szgéééié%:i}—_—‘—

/o s//Depuy Conservation Manager, 011 and Gas
United State Geological Survey

AUG 2 5 1881
Dated

14-09-0001-19568

Contract Number
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OPERATING AGREEMENT
1 Alto Grande Federal

Exploratory Unit
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OPERATING AGREEMENT
THIS AGREEMENT, entered into by and between___AMOCO PRODUCTION COMPANY

. hercinafter designated and
referred to as "Operator™. and the signatory party or parties other than Operator. sometimes hercinafter
referred to individually herein as “Non-Operator™, anc collectively as “Non-Operators”,

WITNESSETH:

WHEREAS. the parties to this agreement are owners of oil and gas leases and or oil and gas in-
terests in the land identified in Exhibit ~“A™. and the parties hereto have reached an agreement 1o ~xplore
and develop these lcases and or oil and gas interests for the production of oil and gas to the cxtient and
as hereinafter provided: :

~ NOW, THEREFORE, it is agreed as follows:

ARTICLE 1L
DEFINITIONS

As used in this agreemeni. the following words and terms shall have the mcanings here aseribed
10 them:

A. The torm “oil and pas™ shall mean oil. gas. casinghead gas. gas condensute, and all other liquid
or pascous hydrocarbons and other marketable substances produced therewith. unless an intent to
limit the inclusiveness of this term is specifically stated.

B. The terms oil and gas lcase”, “lease” and “leaschold” shall mceun the oil and gus leuses cove
ering tracts of Jand lying within the Contract Area which are owned by the parties to this agreement.

C. The term “oil and gas interests” shall mear unleased fec and minecral interests in tracts of
land lying within the Contract Area which are ov'ned by parties to this agreement.

D. The term “Contract Area” shall mean all of the lands, oil and gas leaschold interests and oil
and gas interests intended 10 be developed and operated for oil and gas purposcs under this agreemoent.
Such lands. oil and fgas leasehold interests and oil ard gas intercsts arc described in Exhibit “A™.

E. The term “drilling unit” shall mean the Unit Area as defined in the Unit Agreement

dated February 1, 1981 for the development &nd operation of the E1 Alto Grande Unit Area.

a drilli::g unit shall be the drilling unit as established by the pattern of drilling in thc Contract Area
or as fixed by express agreement of the Drilling Parties.

F. The term “drillsite” shall mean the oil and gas lease or interest on which a proposed wcll is to
be located. .

G. The terms “Drilling Party” and “Consenting Party” shall mean a party who agrees 16 join in
and pay its share of the cost of any operation conducted under the provisions of this agrcement

H. The torms “Non-Drilling Party™ and “Non-Conscenting Party™ shall meun a party who cleets
nol 1o participate in a proposed operation.

I. Reti.‘.erm "Unit Agreement” shall mean the unit agreement for the E1 Alto Grande

Unless the context otherwise clearly indicates. words used in the singular include the plural. the
plural includes the singular. and the neuter gender includes the masculinc and the feminine.

ARTICLE 11
EXHIBITS

The following exhibits, as indicated below ard attached hereto, are incorporated in and made &
part hereo!: "A-1" Lease Schedule
@ A. Exhibit “A”,/shall include the following information:
(1) Identification of lands subject to agreement,
(2) Restrictions, if any. as to depths or formations,
(3) Percentages or fractional interests of parties to this agreement.
(4) Oil and gas leases and, or oil and gas interests subject to this agreement.
(5) Addresses of parties fer notice purposes.
. Exhibit “B", Form of Lease. ’
. Exhibit “C"”, Accounting Procedure.
. Exhibit ~D”, Insurance.
. Exhibit “E”. Gas Balancing Agreement.
. Exhibit “F", Non-Discrimination and Certification of Non-Segregated Facilitics.

LIBHEN
MmMOOW

If any provision of any exhibit, except Exhibtit ~“E”, is inconsistent with any provision cvontained
in the body of this agreement, the provisions in the body of this agreement shall prevail.
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ARTICLE I
INTERESTS OF PARTIES

A. Oil and Gas Interests:

If any party owns an unleased 0il and gas interest in the Contract Area. that interest' shall be
treated for the purpose of this agreement and during the term hereof as if it were s leased interest
under the form of oil and gas lease attached as Exhibit “B”. As (o such interest. the owner shall re-
ceive rovalty on production as prescribed in the form of oil and gas lease attached hereto as Exhibit
“B". Such party shall. however, be subject to all of the provisions of this agreement relating 1o lessecs.
to the extent that it owns the lessee interest.

B. [Interest of Parties in Costs and Production:

Exhibit “A" lists all of the parties and their respective percentage or fractional interests under this
agreement. Unless chunged by other provisions. all costs and liabilities incurred in operations under
this agreement shall be borne and paid. and all equipment and matenal acquired in operations on the
Contract Area shall be owned by the parties as their :nterests are shown in Exhibii “A". A} produc-
tion of oil and gas from the Contract Area. subject to the payment of lessor’'s royaltics ahick—audill_bs
borpe—bir—the Joint Account shall also be owned by the parties in the same manner during the term
hereof. provided. however. this shall not be deemed an assignment or cross-assignment of interests cov-
ered hereby.

ARTICLE IV.
TITLES

A. Title Examination:

Title examination shall be made on the drillsite «f any proposed well prior to commencement of
drilling operations or. if the Drilling Parties so request, title examination shall be made on the leases
and or oil and gas interests included, or planned to be included. in the drilling unit around such well.
The opinion will include the ownership of the working interest. minerals. royalty. overriding royalty
and production payments under the applicable leases. At the time a well is proposed. each party con-
tributing leases and or oil and gas interests 1o the drilisite, or to be included in such drilling unit. shall
furnish to Operator all abstracts (including Federal Lease Status Reports). title opinions, titlc papers
and curative material in its possession free of charge. All such information not in the possession of or
made available to Operator by the parties. but necessary for the examination of title. shall be obtaincd
by Operator. Operator shall cause title to be examined by attorneys on its staff or by outside attorneys.
Copies of all title opinions shall be furnished to each party hereto. The cost incurred by Operator in
this title program shall be borne as follows:

Costs of abstracts, fees paid outside attorneys, and costs incurred by
Operator in procuring curative materials to satisfy requirements of the
examining attorney (including brokers' per diem and expenses, costs of repro-
duction, etc., but excluding costs of services rendered by Operator's personnel)
shall be charged to the joint account, but no such charge shall be made for
services of Operator's own attorneys in examination of title. All title
examination other than as provided for hereinabove (i.e., division order and
shut-in gas royalty opinions, etc.) shall be made by Operator, and there shall
be no charge therefor to the joint account. (The cost of such opinions shall
be considered part of Operator's administrative overhead.)

Each party shall be responsible for securing guralive matter and pooling amendments or agreements
required in connection with leases or oil and gas interests contributed by such party. The Operator shall be
responsible for the preparation and recording of Pocling Designations or Declarations as well as the
conduct of hearings before Governmental Agencies lor the securing of spacing or pooling orders. This
shall not prevent any party from appearing on its own behalf at any such hearing.

No well shall be drilled on the Contract Ares until after (1) the title to the drillsite or drilling unit
has been examined as above provided, and (2) the title has been approved by the examining attorney or
title has been accepted by all of the parties who are to participate in the drilling of the well.

B. Loss of Title:

1. Failure of Title: Should any oil and gas interest or lease, or interest therein, be lost through
failure of title, which loss results in a reduction of .nterest from that shown o= E~hibit “A", this agree-
ment, nevertheless, shall continue in force as to all remaining oil and gas leases and interests, and

(2) The party whose oil and gas lease or interest is affected by the title failure shall bear alone
the entire loss and it shall not be entitled to recover from Operator or the other parties any development
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or operating costs which it may have theretofore paid. but there shall be no monectary liability on its
par! 10 the other parties hereto for drilling, develop:nent, operating or other similar costs by reason of
such title failure. and

{(b) There shall be no retroactive adjustment of expenses incurred or revenues received from the
operation of the interest which has been Jost, but the interests of the parties shall be revised on an acre-
age basis, as of the time it is determined finally tha. title failure has occurred. so that the intcrest of
the party whose lease or interest is affected by the title failure will thereafter be reduced in the Contract
Area by the amount of the interest lost. and

(c) f the proportionate interest of the other parties hereto in any producing well theretofore drilled
on the Contract Area is increased by reason of the title failure. the party whose title has failed shall
receive the proceeds attributable 10 the increase in such interests (less costs and burdens attributablc
thereto) until it has been reimbursed for unrecovered costs paid by it in connection with such well;
.M N

< (d). Should any person not a party 1o this agreement, who is determincd 10 be the owner of uny in-
terest in the title which has failed. pay in any manner any part of the cost of operation. development,
or equipment, such amount shall be paid 10 the party or parties who bore the costs which are so refund-
ed. and -

(e) Any liability 10 account to & third party for prior production of oi} and- gas which arises by
reason of title failure shall be borne by the party or parties in the same proportions in which they shared
in such prior production; and

(f) No charge shall be made to the joint accourt for lega! expenses. fees or salarics. in connection
with the defense of the interest claimed by any party hereto, it being the intcntion of the parties
hereto that each shall defend title to its interest and bear all expenses in connection therewith.

2. Loss by Non-Pavment or Erronecus Payment of Amount Due: If, through mistake or oversight,
any rental, shut-in well payment, minimum royalt) or royalty payment, is not paid or is crroncously
paid. and as a result a Jease or interest therein terminates, there shall be no monctary liability against
the party who failed to make such payment. Unless the party who failed to make the required payment
secures & new lease covering the same interest within ninety (80) days from thc discovery of the fail-
ure to make proper payment, which acquisition will not be subject to Article VIILLB.. the interests of
the parties shall be revised on an acreage basis. effective as of the date of termination of the leasc in-
volved, and the party who failed to make proper piyment will no longer be credited with an interest in
the Contract Area on account of ownership of the leise or intercst which has terminated. In the cvent
the party who failed to make the required paymer:- shall not have been fully rcimbursed. at the time of
the loss, {from the proceeds of the sale of oi]l and gas attributable to the lost intcrest, calculated on an
acreage basis, for the development and operating costs theretofore paid on account of such interest. it
shall be reimbursed for unrecovered actual costs lheretofore paid by it (but not for its sharce of the
cost of any dry hole previously drilled or wells previously abandoned) from so much of the following
as is necessary to effect reimbursement:

(a) Proceeds of oil and gas. less operating expenses, theretofore accrued to the credit of the lost
interest, on an acreage basis. up to the amount of unrecovered costs;

{b) Proceeds, less operating expenses, thereafter accrued attributable to the lost interest on an
acreage basis, of that portion of oil and gas thereafter produced and marketed (cexcluding production
from any wells thereafter drilled) which, in the absence of such lease termination, would bc attributable
to the lost interest on an acreage basis, up to the amount of unrecovered costs, the proceeds of said
portion of the oil and gas to be contributed by the other parties in proportion to their respective in-
terests; and

{c) Any monies, up to the amount of unrecovered costs, that may be paid by any party who is, or
becomes, the owner of the interest lost, for the privilege of participating in the Contract Arca or be-
coming a party to this agreement.

3. Other Losses: All, losses incurred, other than those set forth in Articles IV.B.l1. and IV.B.2.
above, shall not be considered failure of title but skall be joint losses and shall be bornc by all parties
in proportion to their interests. There shall be no 1eadjustment of interests in the remaining portion of
the Contract Area.

e ’

ARTICLE V.
OPEF.ATOR

A. DESIGNATION AND RESPONSIBILITIES Ol OPERATOR:

AMOCO PRODUCTION COMPANY shall be the

Operator of the Contract Area, and shall conduct and direct and have full contro! of all operations on
the Contract Area as permitted and required by, and within the limits of, this agrecment. It shall con-
duct all such operations in a good and workmanlike manner, but it shall have no liability as Operator
to the other parties for losses sustained or liabilitics incurred, except such as may result from gross
negligence or willful misconduct.
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B. Resignation er Removal of Operator and Seleciion of Successor:

thereof 10 Non-Operators. If Operator terminates its legal existence. no longer owns an interesyf the
Contract Arca. or is no longer capable of serving as Operator. it shall ccasc 1o be Opcerator out any
action by Non-Operator, except the sclection of a successor. Operator may be remov if it fails or
refuses to carry out its duties hereunder. or becomes insolvent. bankrupt or ix cd in r'occivcrship.
by the affirmative vote of two (2) or more Non-Orerators owning a majorig~fnicrest based on owner-
ship as shown on Exhibit “A™, and not on the numter of parties remaipifg after cxcluding the voting
interest of Operator. Such resignation or removal shall not beco cffective until 7:00 o'clock A.M
on the first day of the calendar monih following the expiratio ninety (90) days after the giving of
notice of resignation by Operator or action by the Nen-O tors to remove Opcerator. unless a successol
Opcrator has been sclected and assumes the duties of @Poerator at an carlicr date. Opcrator, after ¢ffect-
ivg 'date of resignation or removal. shall be bou » the terms hercof as a Non-Opcrator. A chanpe of
u corporate name or structure of Opecrutorof transfer of Operator's interest 10 any single subsidiary.
parent or successor corporation shall be the basiz for removal of Operator.

2. Selection of Successo
crator shall te selected

perator: Upon the resignation or removal of Operator. a successor Op-
¢ the Parties. The successor Operator shall be selected from the parties owning
an interest in the Gdhtract Area at the time such successor Operator is sclected. If the Operator that
is removed fajle”1o vole or voles only 1o succeed itsclf. the successor Operaton shall be selected by the

e~ volte of two (2) or more partics owning a majority interest based on ownership as shown
“A”, and not on the number of parties remaining after excluding the voting interest of the
yoved.

C. Employveses:

The number of emplovees used by Operator in conducting operations hercunder. their sclection,
and the hours of lal and the compensation for services performed. shall bc determined by Opcrator.
and all such employec: shall be the employees of Operator.

D. Drilling Contracts:

All wells drilled on the Contract Arca shall be drilled on a competitive contract basis at the usual
rates prevailing in the area. If it so desires. Operator may employ its own tools and equipment in the
drilling of wells. but its charges therefor shall not e«ceed the prevailing rates in the arca and the rate
of such charges shall be agreed upon by the parties in writing before drilling operations arce com-
menced. and such work shall be performed by Operator under the same terms and conditions as are
customary and usual in the area in contracts of independent contractors who arc doing work of u sim-
ilar nature,

ARTICLE V1.
DRILLING AND DEVELOPMENT

A.  Initial Well:

On or before the__31st day of August . 1981 |, Operator shall commence the drill-

ing of a well for oil and gas at the following location: NW/4 of Section 19, T-22-S, R-34-E,
Lea County, New Mexico.

and shall thereafter continue the drilling of the well with due diligence to a subsurface depth
of approximate 15,100' or a depth sufficient to test the Devonian formation,
whichever is lesser in the opinion of the Operator.

anjcal or otherwis

C

unless granite or other practically impenetrable substance or condition in the hrgﬁ'. pwhnm renders
further drilling impractical. is encountered at a lesier depth. or unless all parties agree to complete. or
abandon the well at a lesser depth.

Opcrator shall make reasonable tests of all formations cencountered during drilling which give in-
dication of containing oil and gas in quantities sulficient to test, unless this agrcement shall be limited
in its application 1 a specific formation or formations, in which event Opcrator shall be requircd to
test only the formation or formations to which this agreement may apply.

If, in Operator’s judgment, the well will not produce oil or gas in payving quantitics, and it wishes

to plug and abandon the well as a dry hole. it shall first secure the cor-2i o) all parties and shall
plug and abandon same as provided in Article V1.E.1. hereof.

-4
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B. Subsequent Operations:

1. Proposed Operations: Should any partv hereto desire to drill any well on the Contract Area
other than the well provided for in Article VI.A.. or to rework. deepen or plug back a dry hole drilled
at the joint expense of all parties or a well jointly owned by all the parties and not then producing
in paying quantities, the party desiring to drill. rework. deepen or plug back such a well shall give the
other parties written notice of the proposed operation. specifying the work to be performed. the loca-
tion. proposed depth. objective formation and thc estimated cost of the operation. The parties receiv-
ing such a notice shall have thirty (30) days after receipt of the notice within which to notify the
parties wishing to do the work whether they elect to participate in the cost of the proposed operation.
If a drilling rig is on location. notice of proposal to rework. plug back or drill deeper may be given
by telephone and the response period shall be limited to forty-eight (48) hours. exclusive of Saturdayv,
Sunday or legal holidays. Failure of a party receiving such notice o reply within the period above fixed
shall constitute an election by that party not to participate in the cost of the proposed operation. Any
notice or response given by telephone shall be promptl:' confirmed in writing.

2. Operations by Less than All Parties: If any party receiving such noticc as provided in Article
V1.B.1. or VIE.]. elecis not to participate in the prorosed operation. then. in order to be cntitled to
the benefits of this article. the party or parties giving the notice and such other parties as shall elect
lo participate in the operation shall. within sixty (60) days after the expiration of the notice period of
thirty (30) davs (or as promptly as possible after the expiration of the forty-eight (48) hour period
where the drilling rig is on Jocation. as the case may be) actually commence work on the proposed
operation and complete it with due diligence. Operatcr shall perform all work for the account of the
Consenting Parties: provided, however, if no drilling 1ig or other equipment is on location. and if Op-
erator is a Non-Consenting Party, the Consenting Parties shall either: (a) request Operator to perform
the work required by such proposed operation for the account of the Consenting Parties, or (b) desig-
nate one (1) of the Consenting Parties as Operator 1o perform such work. Consenting Parties, when
conducting operations on the Contract Area pursuant to this Article V1.B.2., shall comply with all terms
and conditions of this agreement.

If less than all parties approve any proposed operation, the proposing party. immediately after the
expiration of the applicable notice period. shall advise the Consenting Parties of (a) the tota) interest
of the parties approving such operation. and (b) its recommendation as to whether the Consenting Par-
ties should proceed with the operation as proposed. Each Consenting Party. within forty-eight (48)
hours (exclusive of Saturday, Sunday or legal holiclays) after receipt of such notice, shall advise the
proposing party of its desire to (a) limit participation to such party's interest as shown on Exhibit “A",
or (b) carry its proportionate part of Non-Consenting Parties’ interest. Thc proposing party. at its
election, may withdraw such proposal if there is insuificient participation, and shall promptly notify
all parties of such decision. .

The entirc cost and risk of conducting such operations shall be borne by the Consenting Parties in
the proportions they have elected to bear same unde: the terms of the preceding paragraph. Consenting
Parties shall keep the leasehold estates involved in such operations free and clcar of all liens and
encumbrances of every kind created by or arising from the operations of the Consenting Parties. If such
an operation results in a dry hole, the Consenting Parties shall plug and abandon the well at their sole
cost, risk and expense. If any well drilled. reworked, deepened or plugged back under the provisions
of this Article results in & producer of oil and ‘or gas in paying quantities, the Consenting Parties shall
complete and equip he well to produce at their sole cost and risk, and the well shall then be turned
over to Operator and shall be operated by it at the expense and for the account of the Consenting Parties.
Upon commencement of operations for the drilling, reworking. deepening or plugging back of any such
well by Consenting Parties in accordance with the provisions of this Article, each Non-Consenting Party
shall be deemed to have relinquished to Consenting Parties, and the Consenting Parties shall own and
be entitled to receive, in proportion to their respective interests, all of such Non-Consenting Party’s
interest in the well and share of production therefrom until the proceeds of the sale of such share.
calculated a{ the well, or market valut thereof if such share is not sold (after deducting production
taxes, A’Jﬁ ‘,’Wriﬁﬁ&i 5&5’{ and other interesis existing on the effective date hereof, payable out of
or measured by the production from such well accruing with respect to such interest until it meverts)
shall equal the total of the following:

(a) 100% of each such Non-Consenting Party's share of the cost of any newly acquired surface
equipment beyond the wellhead connections (incluling, but not limited to, stock tanks, separators.
treaters, pumping equipment and piping). plus 100% of each such Non-Consenting Party’s share of the
cost of operation of the well commencing with first production and continuing until cach such Non-
Consenting Party's relinquished interest shall revert fo it under other provisions of this Article, it being
agreed that each Non-Consenting Party’s share of such costs and equipment will be that interest which
would have been chargeable {0 each Non-Consenting Party had it participated in the well from the be-
ginning of the operation; and

(b) 300 % of that portion of the costs and expenses of drilling reworking, deepening or plugging
back, testing and completing. after deducting any cash contributions received under Article VIIL.C., and
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300 & of that portion of the cost of newly acquired equipment in the well (1o and including the well-
head connections). which would have been chargeabie 10 such Non-Consenting Party if it had partici-
pated therein.

Gas production attributable to any Non - Consenting Party's relinquished interest upon such Party's

election. shall be sold to its purchaser. if available. under the terms of its existing gas sales con-
tract. Such Non - Consenting Party shall direct it purchaser 1o remit the procceds veccivable from
such sale direct to the Consenting Parties until thr amounts provided for in this Article arc recov-
ered from the Non - Consenting Party’s relinquished interest. If such Non - Consenting Par(y has not
contracted for sale of its gas at the time such gas is available for dclivery, or has not made the ¢lece-
tion as provided above. the Consenting Parties shall own and be ontitled to receive and scll suck Non-
Consenting Party’'s share of gas as hereinabove provided during the recoupment period.
During the period of time Consenting Parties ar: entitled 10 reccive Non-Consenting Party's shaie
of product{on. or the proceeds l.heref) om. Cor.xs‘en'ti-rfg ﬂ?& ﬁ% faallqt?c %gs?o é}?lc f(.n’ .1h.i"DU.\'mt‘nl Of.
all production. severance. gathering and othcer tax-i/and al rovally. dverPiding royvally and other
burdens applicable to Non-Consenting Party’s shar: of production.

In the case of any reworking. plugging back or deeper drilling operation. the Consenting Partics shall
be permitied 1o use, free of cost. all casing. tubing ard other equipment in the well. but the ownership of
all such equipment shall remain unchanged: and upon abandonment of a well after such reworking,
plugging back or deeper drilling. the Consenting Farties shall account for all such cquipment to the
owners thereof., with each party receiving its prorortionate part in kind or in value. less cost of
salvage.

Within sixty (60) davs after the completion of any operation under this Article. the party con-
ducting the operations for the Consenting Parties shall furnish each Non-Consenting Party with an in-
ventory of the equipment in and connected to the well. and an itemized statement of the cost of dritling,
deepening. plugging back. testing. completing. and equipping thc well for production. or. at ils option,
the operating party, in lieu of an itemized statement of such costs of operation. may submit a detailed
statement of monthlv billings. Each month thereafter. during the time the Consenting Parties are being
reimbursed as provided above. the Party conducting the operations for the Consenting Parties shall furn-
ish the Non-Consenting Parties with an itemized siatement of all costs and liabilitics incurred in the
operation of the well. together with a statement of 1the guantity of oil and gas produced from it and the
amount of proceeds realized from the sale of the wel’s working interest production during the preceding
month. In determining the quantity of oil and gas produced during any month. Consenting Partices
shall use industry accepted methods such as. but not limilted to. metering or periodic well tests Any
amount realized frorn the sale or other disposition o eéuipmem newly acquired in conncction with any
such operation which would have been owned by @ Non-Consenting Party had it participated therein
shall be credited against the total unreturned costs of the work donc and of the ecquipment purchused,
in determining when the interest of such Non-Consenting Party shall revert ta o1 ax above provided:
and if there is a credit balance, it shall be paid to such Non-Conscnting party.

If and when the Consenting Parties recover from a Non-Consenting Party's relinquished interest
the amounts provided for above, the relinquished interests of such Non-Conscnting Party shall aute-
matically revert to it. and. from and after such reversion, such Non-Conscnting Party shall own the same
interest in such well, the material and equipment in or pertaining thereto, and thc production there-
from as such Non-Consenting Party would have been entitled to had it participated in the drilhng,
reworking, deepening or plugging back of said well. Thereafter. such Non-Consenting Party shall be
charged with and shall pay its proportionate part ¢f the further costs of the opcration of said wcll In
accordance with the terms of this agreement and the Accounting Procedure, attached hereto.

Notwithstanding the provisions of this Article VI.B.2.. it is agreed that without the mutua) consent
of all parties, no wells shall be completed in or produced from a source of supply from which a well
Jocated elsewhere on the Contract Area is producing, unless such well conforms to the then-cxisting
well spacing pattern for such source of supply.

The provisions of this Article shall have no application whatsoever to the drilling of the initial
well described in Article V1.A. except (a) when Ciption 2. Article VIL.D.1.. has been selected. or 1b)
to the reworking, cleepening and plugging back of such initial well. if such well is or thercafter shall
prove to be a dry hole or non-commercial well, aft:r having been drilied to the depth specified in Articie
VIA.

C. Right te Take Production in Kind:

Each party shall have the right to take in kind or separately dispose of its proportionate sharc of
all oil and pas produced from the Contract Area. exclusive of production which may be used in de-
velopment and producing operations and in preparing and Licating on for marketing purposes and
production unavoidably lost. Any extra expenditure incurred in the taking in kind or scparate dispo-
sition by any party of its proportionate share of the production shall be borne by such party. Any
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party taking its share of production in kind shall be required to pay for only jts proportionate share
of such part of Operator's surface facilities which it uses.

Each party shall execute such division orders and contracts as may be necessary for the sole of its
interest in production from the Contract Area. and. except as provided in Articic VILB., shall be entitled
10 reccive payment direct from the purchaser thereo! for its share of all production.

In the cvent any party shall fail to make the arrangements necessary to take in kind or separately
dispose of its proportionate share of the oil and gas produced from the Contract Arca. Opcerator shall have
the right. subject to the revocation at will by the party owning it. but not the obligation. to purchase such
oil and gas or sell ji to others at any time and frora time to time. for the account of the non-takine
party at the best pricc obtainable in the area for such production. Any such purchuase or sale by Op-
crator shall be subject always to the right of the owner of the production to excrcise at any time its
right to take in kinc. or separately disposc of. its share of all oil and gas not previously delivered 1o a
purchaser. Any purchase or sale by Opcrator of any other party's share of oil and gas shall be only for
such rcasonable periods of time as arc consistent with the minimum needs of thc industry under the
particular circumstances. but in no event for a period in excess of one (1) vear. Notwithstanding the
forepoing. Operator shall not make a sule. including: one into interstate commerce. of any other partv's
share of guas production without first giving such ether party thirty (30) days notice af such intended
salc.

In the event one or more parties’ separate disposition of its share of the zas causes split-strcam de-
liveries to separate pipelines and or deliveries which on a dav-to-day basis for any rcason are not
exactly equal 1o a party’s respective proportionat> share of total gas sales 1o be allocated (o it the
balancing or accounting between the respective acrounts of the parties shall be in accordance with
any Gas Balancing Agreement between the parties hereto. whether such Agreement is attached as
Exhibit “E". or is a separate Agreement.

D. Access to Contra:t Area and Information:

Each party shall have access to the Contract Area at all reasonable times. at its sole risk to inspect
or observe operations. and shall have access at reasonable times to information pertaining to the de-
velopment or operation thereof. including Operato! s books and records relating thereto. Opcerator. upon
request. shall furnish each of the other parties with copies of all forms or reports filed with povern-
mental agencics. daily drilling reports. well Jogs, ank tables. daily gauge und run tickets and reports
of stock on hand at the first of each month. and shall make available samples of any corex o cuttings
tsken from anv well drilled on the Contract Area. The cost of gathering and furnishing information to
Non-Operator. other than that specified above, shall Pe,charged to the Non-Opcrator that requests the
information. :

E. . Abandonment of Wells:

1. Abandonment of Drv Holes: Except for any well drilled pursuant to Articic VI.B.2.. any well
which has been drilled under the terms of this agreement and is proposed to be completed as a dry hole
shall not be plugged and abandoned without the consent of all parties. Should Operator. after diligent
cffort, be unable to contact any party. or should any party fail to reply within forty-cight (48) hours
(exclusive of Saturday. Sunday or Jegal holidays) sfter receipt of notice of the proposal to plug and
abandon such well, such party shall be deemed to have consented to the proposed abandonment. All
such wells shall be plugged and abandoned in accordance with applicable regulations and at the cost,
risk and expensc of the parties who participated in the cost of drilling of such well. Any party who ob-
jects 10 the plugging and abandoning such well shall have the right to take over the well and conduct
further operations in search of oil and or gas subject to the provisions of Article V1.B.

2. Abandonment of Wells that have Produced: Except for any well which has been drilled or re-
worked pursuant to Article VI.B.2. hereof for which the Consenting Parties have not been fully reim-
bursed as therein provided. any well which has beren completed as a producer shall not be plugeged and
abandoned without the consent of all parties. If all parties consent to such abandonment. the well shall
be plugged and abandoned in actordance with applicable regulations and at the cost. risk and expense
of all the parties hereto. If. within thirty (30) days after receipt of notice of the proposcd abandonment
of such well. all parties do not agree to the abaniionment of any well, those wishing to continue its op-
cration shall tender 1o each of the other parties its proportionate sharve of the value of the well's salvable
material and equipment. determined in accordance with the provisions of Exhibit ~C*, lexs the estimated
cost of salvaging and the estimated cost of plugjing and abandoning. Each abandoning party xhall
assign to the non-abandoning parties, without warranty, express or implied. as to titlc or as to quantity.
quality, or fitness for use of the equipment and 1naterial. all of its interest in the well and related equip-
ment. together with its interest in the leasehold »state as to. but only as to. the interval or intervals of the
formation or forrnations then open to production If the interest of the abandoning party is or includces
an oil and gas interest. such party shall execute and deliver to the non-akrondoniug party or parties an
oil and gas lease, limited to the interval or intervals of the formatior. or formations then open to produc-
tion, for a term of one year and so long thereafter as oil and or gas is produced from the interval or inter-
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vals of the formation or formations covered thereby. such jease to be on thc form attached as Exhibit
“B". Thc assignments or leases so limited shall encompass the “drilling unit™ upon which the well is
Jocated. The payments by. and the assignments or leases to. the assignees shall be in a ratio based upon
the relationship of their respective percentages of participation in’the Contract Arca 10 the agarcgate of
ihe percentages of participation in the Contract Area of all assignees. There shall be no readjustment
of intcrest in the remuining portion of the Contract Area.

Thercafter. abandoning parties shall have no further responsibility. liability. or interest in the op-
cration of or production from the wcll in the interval or intervals then open other than the rovalties
retained in any Jeasc made under the terms of this Article. Upon request. Opcrator shall continue to
opcratc the assigned well for the account of the non-abandoning parties at the rates and charpes con-
templated by this agreement. plus any additional cost and charges which may arise as the result of
the xeparate owncrship of the assigned well. .

ARTICLE VI
EXPENDITURES AND LIABILITY OF PARTIES

A. Liability of Partics:

The liabilitv of the parties shall be several. not joint or collective. Each party shall be 1esponsible
only for its obligations. and shall be liable only for its proportionate sharve of the costs of developing
and operating the Contract Area. Accordingly. the liers granted among the partics in Article VILB. aie
given to secure only the debtis of each severally. It is rot the intention of the parties ta ¢reate. nor shall
this agreement be construed as ereating. a mining or other partnership or association. or to render the
partics Jiable as partners.

B. Liens and Payment Defaults:

Each Non-Operator grants to Operator a lien upon its oil and gas rights in the Contract Arca. and a
security interest in its share of oil and or gas when extracted and its interest in all equipment. to secure
payment of its sharc of expense. together with interest thercon at the rate provided in the Accounting
Procedurce attached hereto as Exhibit “C”. To the extent that Operator has a security interest under the
Uniform Commercial Code of the State, Operator shall be entitled to exercise the rights and remedies
of a2 secured party under the Code. The bringing of & suit and the obtaining of judgment by Opcrator
for the secured indebtedness shall not be deemed an relection of remedies o1 otherwise affect the lien
rights or security interest as security for thc paymen' thereof. In addition. upon default by any Non-
Opcrator in the payment of its share of expense, Opcrator shall have the right. without prejudice to
other rights or remedies, to collect from the purchaser the proceeds from the sale of such Non-Operator’s
sharce of oil and or gas until the amount owed by such Non-Operator. plus interest has been paid. Each
purchasecr shall be entitled to rely upon Operator's writ.en statement concerning the amount of any de-
fault. Operator grants a like lien and sccurity interest to the Non-Operators to seeure pavment of Op-
crator’s proportionate share of expensc.

If anv party fails or is unable to pay its share of expensc within sixty (60) days after rendition of
a statement therefor by Operator. the non-defaulting parties, including Operator. shall. upon request by
Opcrator. pay the unpaid amount in the proportion that the interest of cach such party beuars to the in-
terest of all such parties. Each party so paving its share of the unpaid amount shall. to ubtain reimburse-
ment thereof. be subrogated to the security rights deicribed in the forcgoing paragraph.

C. Payments and Accounting:

Except as herein otherwise specifically provided. Ciperator shall promptly pay and discharge expenses
incurred in the development and operation of the Contract Arca pursuant to this agreement and shall
charge cach of the parties hereto with their respective proportionate shares upon the expense basis pro-
vided in the Accounting Procedure attached hereto as Exhibit <C”. Opcrator shall keep an accurate
record of the joint account hereunder. showing expenses incurred and charges and credits made and
received.

Operator, at its election. shall have the right from time to time to demand and reccive from the
other parties payment in advance of their respective ihares of the estimated amount of the expense 1o
be incurred in operations hereunder during the next sucrecding month. which right may be excrcised only
bv submission 1o each such party of an itemized statement of such estimated cxpense. together with
an invoice for its share thereof. Each such statement and invoice for the payment in advanece of csti-
mated expense shall be submitted on or before the 20th day of the next preceding month. Each party
shall pay to Operator its proportionate sharce of such estimate within fifteen (15) duys after such os-
timatc and invoice is received. If any party fails to pay its sharc of said estimate within said time, the
amount due shall bear interest as provided in Exhibvit “C™ until paid. Proper adjustment shall be
made monthly between advances and actual expense lo the end that cach suvi: shall bear and pay its
proportionate share of actual expenses incurred. and no more.
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D. Limitation of Expenditures:

1. Drill or Deepen: Without the consent of all parties, no well shall be drilled or deepened, ex-
cept any well drilled or deepened pursuant to the provisions of Article V1.B.2. of this Agreement, it being
understood that the consent to the drilling or deepering shall include:

[D Option No. 1: All necessary expenditures for the drilling er deepening. testing, completing and
equipping of the well, including necessary tankage and/or surface facilities.

0 Option No._2: All necessary expenditures for the drilling or deepening and testing of the well. When
such well hes reached its authorized depth, and all tests have been completed, Operator ghall give im-
mediate notice to the Non-Operators who have the righ! to participate in the completion costs. The parties
receiving such notice shall have forty-eight (48) hours (exclusive of Saturday, Sunday and legal holi-
days) in which to elect to participate in the setting of casing and the completion attempt. Such election,
when made, shall include consent to all necessary expenditures for the completing and equipping of such
well, including necessary tankage and/or surface favilities. Failure of any party receiving such notice
10 reply within the period above fixed shall constitute an election by that party not 1o participate in
the cost of the completion attempt. If one or more, but less than all of the parties, elect to set pipe and
to attempt a completion, the provisions of Article V1.13.2. hereof (the phrase “reworking, deepening or
plugging back™ as contained in Article VI.B.2. ghall be deemed to include “compléting") shall apply to
the operations thereafter conducted by less than all parties.

2. Rework or Plug Back: Without the consent of all parties, no well shall be reworked or plugged
back except a well reworked or plugged back pursuant to the provisions of Article V1.B.2. of this agree-
ment, it being understood that the consent 10 the revorking or plugging back of a well shall include
consent to all necessary expenditures in conducting such operations and completing and equipping of
s3id well, including necessary tankage and/or suriace facilities.

3. Other Operations: Operator shall not undertake any single project reasonably estimated to require
an expenditure in excess of_Iwenty-Five Thousand Dollars ($_25,000.00 )
except in connection with a well, the drilling, reworlking, deepening, completing, recompleting, or plug-
ging back of which has been previously authorized by or pursuant to this agreement; provided, how-
ever, that, in case of explosion, fire, flood or other sudden emergency, whether of the same or different
nature, Operator may take such steps and incur su:h expenses as in its opinion are required to deal with
the emergency to safeguard life and property but Operator, as promptly as possible, shall report the emer-
gency to the other parties. If Operator prepare; “Authority for Expenditures” for its own use,
Operator, upon request, shall furnish copies of its “Authority for Expenditures” for any single project
costing in excess of Twenty-Fi ve Thousang Dollars ($25,000.00 .

y oo

E  Royalties, Overriding Royalties and Other Paymenis:'

Each party shall pay ‘or deliver, or cause to be paid or delivered, all royalties to the extent of
the usual 1/8th royalty __ due on its share of production and shall hold the other parties free
from any liability therefor. If the interest of any party in any oil and gas Jease covered by this agree-
ment is subject to any royalty, overriding royalty, production payment, or other charge over and above
the aforesaid royaliy, such party shall assume ancd alone bear all such obligations and shall account
for or cause to be nccounted for, such interest to the owners thereof.

No party shall ever be responsible, on any price basis higher than the price received by such party,
to any other party's lessor or royalty owner; and il any such other party’s lessor or royalty owner should
demand and receive settlements on a higher price basis, the party contributing such lease ghall bear the
royalty burden insofar as such higher price is concerned. .

F. Rentals, Shut-in Well Payments and Minimum Royalties: -
Rentals, shut-in well payments and minimum royalties which may be required under the terms of
any lease shall be paid by the party or parties whe subjected such lease to this agreement st its G their
expense. In the event two or more parties own and have contributed interests in the same lusex‘\o this
agreement, such parties may designate one of such parties to make said payments for and on behdl! of all
such parties. Any party may request, and shall be entitled to receive, proper evidence of all nﬁ\.pay-
ments. In the event of fallure to make proper payment of any rental, shut-in well payment or nfynmum
royalty through mistake or oversight where such payment is required to eonunue i.he lene % Force,

VB2

Operator shall notify Non-Operator of the articipated completion of a shut-in gas ‘oréejhut-
ting in or return to production of a producing gas well, at Jeast five (5) days (excludmg\snunaay,Sun-
day and holidays), or at the esrliest opportunity permitted by circumstances, prior to Sotion,—
but assumes no lLiability for failure to do so0. In the event of failure by Operator {to a» Botify- Nan--.!
Operator, the 1oss of any lease contributed bereto by Non-Operator for failure to make timely payments |
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of any shut-in well payment shall be borne jointly by the parties hereto under the provisions of Article
IV.B3.

G. Taxes:

Beginning with the first calendar year after the effective date hereof, Operator shall render for ad
valorem taxation al! property subject to this agreement which by law should be rendered for such
taxes, and it shall pay all such taxes assessed thereon before they become delingquent. Prior to the ren-
dition date, each Non-Operator shall furnish Operator information as to burdens (to include, but not be
limited to, royalties overriding royalties and producticn payments) on leases and oil and gas interests con-
tributed by such Non-Operator. If the assessed valuation of any leasehold estate is reduced by reason of its
being subject to outstanding excess royalties, overriding royalties or production payments, the reduction in
ad valorem taxes resulting therefrom shall inure to the benefit of the owner or owners of such leasehold
estate, and Operator shall adjust the charge to such owner or owners so as to reflect the benefit of such
reduction. Operator shall bill other parties for their proportionate share of all tax payments in the man-
ner provided in Exhibit “C”.

If Operator considers any tax assessment improper, Operator may, at its discretion, protest within
the time and manner prescribed by law, and prosecute the protest to a final determination, unless all
parties agree to abandon the protest prior to final determination. During the pendency of administrative
or judicial proceedings, Operator may elect to pay, under protest, all such taxes and any interest and
penalty. When any such protested assessment shall have been finally determined, Operator shall pay
the tax for the joint account, together with any interest and penalty accrued, and the total cost shall then
be assessed against the parties, and be paid by them, as provided in Exhibit “C".

Each party shall pay or cause to be paid all production, severance, gathering and other taxes im-
posed upon or with respect to the production or handling of such party’s share of oil and/or gas pro-
duced under the ferms of this agreement.

H. Insurance:

At all times while operations are conducted hereunder, Operator shall comply with the Workmen's
Compensation Law of the State where the operations are being conducted; provided, however, that Op-
erator may be a self-insurer for liability under said compensation laws in which event the only charge
that shall be made to the joint account shall be an amount equivalent to the premium which would have
been paid had such insurance been obtained. Operator shall also carry or provide insurance for the
benefit of the joint account of the parties as outlined in Exhibit “D”, attached to and made a part hereof.
Operator shall require all contractors engaged in work on or for the Contract Area to comply with the
Workmen's Compensation Law of the State where the operations are being conducted and to maintain
such other insurance as Operator may require.

In the event Automobile Public Liability Insurance is specified in said Exhibit D", or subsequently
receives the approval of the parties, no direct charge shall be made by Operator for premiums paid for
such insurance for QOperator's fully owned automotive equipment.

ARTICLE VIL
ACQUISITION, MAINTENANCE OR TRANSFER OF INTEREST

A. Surrender of Leases:

The leases covered by this agreement, insofar as they embrace acreage in the Contract Area, shall
not be surrendered in whole or in part unless all parties consent thereto.

However, should any party desire to surrender its interest in any lease or in any portion thereof, and
other parties do not agree or consent thereto, the party desiring to surrender shall assign, without express
or implied warranty of title, all of its interest in such lease, or portion thereof, and any well, material and
equipment which may be located thereon and any rights in production thereafter secured, to the parties
not desiring to surrender it. If the interest of the assigning party includes an oil and gas interest, the as-
signing party shall execute and deliver to the party or parties not desiring to surrender an oil and gas
lease covering such oil and gas interest for a ierm »f one year and so long thereafter as oil and, or gas
is produced from the land covered thereby, such lease to be on the form attached hereto as Exhibit “B".
Upon such assignment, the assigning party shall be relieved from all obligations thereafter accruing.
but not theretofore accrued, with respect to the acreage assigned and the operation of any well thereon,
and the assigning party shall have no further interest in the lease assigned and its equipment and pro-
duction other than the royalties retained in any lease made under the terms of this Article. The parties
assignee shall pay to the party assignor the reasonable salvage value of the latter’s interest in any wells
and equipment on the assigned acreage. The valte of all material shall be determined in accordance
with the provisions of Exhibit “C”, less the estimiuted cost of salvaging and the estimated cost of plug-
ging and abandoning. If the assignment is in favor of more than one party, the assigned interest shall

-10 -
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be shared by the parties assignee in the proportions that the interest of each bears 1o the interest of all
partics assignee.

Any assignment or surrender made uncer this provision shall not reduce or change the assignor's or
surrendering partics’ inlerest. as it was immediately before the assignment. in the balance of the Contract
Area: and the acrecage assigned or surrendered. and subsequent operations therecon. shall not thercafter
be subject to the terms and provisions of this agreement.

B. Renewal or Extension of Leases:

If any party secures a renewal of any oil and gas lease subject to this Agreement. all other parties
shall be notified promptly. and shall have the right (or a period of thirty (30) duys following reccipt
of 'such notice in which 10 elect 1o participate in the ownership of the renewal Jeuse. insofar as such
Jease affects Jands within the Contract Arca, by paying 10 the party who acquired it their severa) proper
proportionate shares of the acquisition cest allocated to that part of such lease within the Contract Area,
which shall be in proportion to the interests held at that time by the parties in the Contract Arca.

1f some, but less than all. of the paities elect 10 participate in the purchase of a2 renewal lcase, it
shall be owned by the parties who elect to participate thercin. in a ratio based upon the relationship of
their respective percentage of participation in the Contract Area to the aggregate ol the pereentages
of participation in the Contract Area of all parties paiticipating in the purchase of such rencewal leasc.
Any renewal Jease in which less than all parties elect to participate shall not be subject 1o this agreement.

Each party who participates in the purchase of a renewal lease shall be given an assignment of its
proportionate interest therein by the acquiring party.

The provisions of this Article shall apply to renvwal leases whether they arc for the entire interest
covered by the expirng lease or cover only a portion cf its area or an interest thercin. Any renewal Jease
taken before the expi: .lion of its predecessor lease. or laken or contracted for within six (6) months after
the expiration of the existing lease shall be subject tc this provision: but any leasc taken or contracted
for more than six (6) months after the expiration of an existing lease shall not be decmed a renewal
Jease and shall not be subject 1o the provisions of th:s agreement.

The provisions in this Article shal]l apply also and in like rmanner to cxtiensions of oil and gas
leases.

C. Acreage or Cash Contributions:
)

While this agreement is in force. if any party coniracts for a contribution of cash toward the drilling
of a well or any othcr operation on the Contract Area. such contribution shall be paid to the party who
conducted the drilling or other operation and shall be applied by i1 against the cost of such drilling or
otheor operation. If the contribution be in the form of acreage. the party to whom the contribution is
made shall promptly tender an assignment of the acreage. without warranty of title, to the Duilling
Parties in the proportions said Drilling Parties shared the cost of drilling the well. If all purtics hereto
arc Drilling Parties and accept such tender, such acrcage shall become a part of the Contract Arca and
be governed by the provisions of this agreement. If less than all parties hercto are Drilling Parties and
accepi such tender. such acreage shall not become a part of the Contract Area. Each party shall prompt-
ly notify all other parties of all acreage or money contributions it may obtain in support of any well or
any other operation on the Contract Area.

If any party contracts for any consideration relat.ng to disposition of such party's sharc of substances
produced hereunder. such consideration shall not be deemed a contribution as contemplated in this
Article VIII.C.

D. Subsequently Created Interest:

Notwithstanding the provisions of Article VIILI. and VII1.G. if any party hercto shall. subsequent
10 execution of this agreement, create an overriding royalty. production payment, or net procceds inter-
est. which such interests are hereinafter referred to as “subsequently created interest™. such subsegquenlly
created interest shall be specifically made subject tc all of the terms and provisions of this agrcement. as
follows:

1. If non-consent operations are conducted pursuant 1o any provision of this agrecment, and the
party conducting such operations becomes entitled to receive the production attributable to the interest
out of which the subsequently created interest is derived. such party shall reccive same free and clear
of such subsequently created interest. The party creating same shall bear and pay all such subsequently
created interests and shall indemnify and hold the o her parties hereto free and harmless from any und
all liability resulting therefrom.

ell=
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1 2. If the owner of the interest from which the subsequently created interest is derived (1) fails to
2 poy. when duc. its share of expenses chargeable hereunder. or (2) elects to abandon a well under pro-
3 visions of Article VILE. hereof. or (3) elects to surrenier a lease under provisions of Article VIILA.
4 hercof. the subsequently created interest shall be cha:reable with the pro rata portion of all expenses
5 hercunder in the same manner as if such inierest werc a working interest. For purposes of collecting
6 such chargeablc expenses. the pariy or parties who 1eceive assipnments as a result of (2) or (3) abave
7 =hall have the right 1o enforce all provisions of Articie VII.B. hereof against such subsequently created
8 interest.
9
10 E. Maintenance of Uniform Interest:
11
12 For the purposc of maintaining uniformity of ownership in the oil and gas leaschold interests
13 covercd by this agreement. and no'withstanding any other provisions to the contrary. no party shall
14  sell cncumber. transfer or make other disposition of its interest in the leases embraced within the Con-
15 tract Area and jn wells. equipmen: and production unless such disposition covers cither:
16
17 1. the contire interest of the party in all leases and equipment and production: or
18 . .
18 2. an equal undivided interest in all leases and cquipment and production in the Contract Arca
20 '
21 Every such sale. encumbrance. transfer or other cisposition made by any partv shall be made ex-
22  pressly subject to this agrecment. and shall be made without prejudice to the right of 1he othe pinties.
23
24 I1. at any time the interest of any party is divided among and owned by four or mole co-owners,
25 _ Operator. at its discretion, may require such co-owncrs o appoint a single trustee or agent with full
26 authority to reccive notices. approve expenditures. receive billings for and approve and pay such pariyv's
7 share of the joint expenses. and to deal generally with, and with power to bind. the co-owners ol such
28 party's interests within the scope of the operations embraced in thisx agreement: however, alt such
29 co-owners shall have " right to enter into and exccule all contracts or agreements for the dispoaition
30 of their respective shares of the oil and gas producec from the Contract Arca and they shall have the
31  right 1o receive, separately. payment of the sale proceeds hereof.
32
33 F. Waiver of Right to Partition:
34
35 If permitted by the laws of the state or states in which the property covered hereby is jocated. cach

36 parly hereto owning an undivided interest in the Contract Area waives any and all rights it may h:m
37 1o partition and have set aside to it in severalty its undivided inierest therein.

38 y o
40
41 Should any party desire to sell all or any part of its interests under this apreemoent, rights and

42 inlerests in the Contract Area. it shall promptly give written notice 1o the othgy, ies, with full infor-
43 mation concerning its proposed sale. which shall include the name an ross of the prospective pur-
44 chaser (who must be ready. willing and able to purchase). chasc price. and all other terms of
45 the offer. The other parties shall then have an opty; rior right. for a period of ten (10) dovs after
46 receipt of the notice. to purchase on the sam s and conditions the intcrest which the other party
47 proposes to sell: and. if this option 1 is exerc:sed. the purchasing parties shall shore the pur-
48 chased interest in the pro #oRs that the interest o each bears to the total interest of all purchasing
49 parties. However, shall be no preferential right o purchase in thosc cascs where any party wishes
50 10 morigagev€”interests. or to dispose of its interests by merger. reorganization. consolidation. or salc
T substantially all of its assets to a subsidiary or parent company or to a subsidiary of u parent

53‘ .
54 ) ARTICLE IX.
85 INTERNAL REVENUE CODE ELECTION
$6 . \
7 This agreement is not intended to crecate. and shall not be construed 1o create, a relationship of part-

58 ncrship or an association for profit between or amcng the parties hereto. Notwithstanding any pro-
59 visions herein that the rights and liabilitics hereunder are several and not joint or collective. ar that thix
80 agreement and operations hereunder shall not constitute a partnership. if. for Federal income tax pur-
61 poses. this agreement and the operations hereunder are regarded as a partnership. cach porty hereby
62 affected elects to be excluded from the application «f all of the provisions of Subchapter “K”. Chapter
63 1. Subtitic A", of the Internal Revenue Code of 19%4. 85 permitted and authorized by Scetion 761 of
64 the Code and the regulations promulgated thereunder. Operator is authorized and directed 1o execute on
65 behalf of each party hereby affected such evidence of this election as may be required by the Sceretary
66 of the Treasury of the United States or thc Frderal Internal Revenue Service, including specifically, but

7  not by way of limitation. all of the returns. statements. and the data required hy Federal Regulo-
68 tions 1.761. Should there be any requircment that cach party hireby affecied give further evidence of
69 this election. each such party shall execute such doruments and furnish such other evidence as may be
%0 required by the Federal Internal Revenue Servicc or as may be necessary to evidence this clection. No

-l?a
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such party shall give any notices or take any other action inconsistent with the election made hereby.
If any present or future income tax Jaws of the state or states in which the Contract Area is located or
any future income tax laws of the United States confain provisions similar to those in Subchapter “K",
Chapter ], Subtitle “A", of the Internal Revenue Cocle of 1954, under which an election similar to that
provided by Section 761 of the Code is permitted, each party hereby affected shall make such election as
may be permitied or required by such Jaws. In makirg the foregoing election, each such party states that
the income derived by such party from Operations hereunder can be adequately delermined without the
computation of partnership taxable income.

ARTICLE X.
" CLAIMS AND LAWSUITS

- Operalor may settle any single damage claim or suit arising from operations hereunder if the ex-
penditure does not exceed Ten Thousand Dollars
¢s_10,000,00 ) and if the payment is in complete settlement of such claim or suit. 1f the amount
required for settlement exceeds the above amount, ihe parties hereio shall assume’ and take over the
further handling of the claim or suit, unless such suthority is delegated to Operator. All costs and ex-
pense of handling, settling, or otherwise discharging such claim or suit shall be at the joint expense
of the parties. If a claim is made against any party or if any party is sued on account of any matter
arising from operations hereunder over which such individual has no control because of the rights given
Operator by this agreement, the party shall immediately notify Operator, and the claim or suit shall .
be treated as any other claim or suit involving operutions hereunder.

ARTICILE XI.
FORCE MAJEURE

If any party is rendered unable, wholly or in part, by force majeure to carry out its obligations
under this agreement, other than the obligation to mike money payments, that party shall give to all
other parties prompt writien notice of the force majeure with reasonably full particulars concerning it;
thereupon, the obligations of the party giving the nntice, so far as they are affected by the force majeure,
shall be suspended during, but no longer than, the econtinuance of the force majeure. The affected party
shall use all reasonable diligence 1o remove the force majeure situation as quickly as practicable.

The requirement that any force majeure shall be remedied with all reasonable dispaich shall not
require the seitlement of strikes, Jockouts. or other Jabor difficulty by the party involved, contrary fo its
wishes; how all such difficulties shall be handled shall be entirely within the discretion of the party
concerned.

The term “force majeure™, as here employed, shall mean an act of God, strike, lockout, or other
industria) disturbance, act of the public enemy, war, blockade, public riot, lightning, fire, storm. flood,
explosion, governmental actlion, governmental delay, restraint or inaction, unavailability of equipment,
and any other cause, whether of the kind specificilly enumerated above or otherwise, which is not
reasonably within the control of the party claiming suspension.

ARTICLE XIL
NOTICES

All-notices authorized or required between the parties, and required by any of the provisions of

this agreement. unless otherwise specifically provided, shall be given in writing by United States mail

or Western Union 'lelegram, postage or charges prepaid, or by teletype, and addressed to the party to
whom the notice is given at the addresses listed on Exhibit “A™. The originating notice given under any
provision hereof shall be deemed given only when received by the party 1o whom such netice is directed,
and the time for such party {o give any notice in response thereto shall run from the date the originat-
ing notice is received. The second or any responsive notice shall be deemed given when deposited in
the United States mail or with the Western Union Telegraph Company, with postage or charges prepaid,
or when sent by teletype. Each party shall have the right to change its address at any time, and from
time 1o time, by giving writlen notice hereof to all other parties.

ARTICLE XIIL.
TCRM OF AGREEMENT
SEE ARTICLE XV B.
terests subjected hereto for the period of time selected below: provided. hox\ ever. no rcrcio shall
ever be construed as having any right, title or irterest in or to any le 1] and gas interest con-
tributed by any other party beyond the term of this agr

[0 Option No. 1: So Jong e oil and gas leases subject to this agreement remain or are con-
tinued in for any parl of the Contract Ar\'a, uhether by production, exiens:on rene\\ al or other-
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2 wunder any provision of this agreement, results in production this
3 agreement shall continue in {orce 80 long as any such well or wells produce, or

4 tion, and for an additiona} period of days from cessation of uction; provided, however,
8§ if, prior to the expiration of suth additional period, one o) of the parties hereto are engaged in
$ drilling or reworking a well or wells hereunder, thi Teernent shall continue in force until such op-
9 erations have been completed and §f pr jon results therefrom, this agreement shall continue in
8 force as provided herein. In nl the well described in Article V1A, or any subseguent well
® drilled hereunder, in & dry hole, and no other we!l is producing, or capadle of producing oil ,
10 and/or ™ the Contract Area, this agreement shall terminate unless drilling or reworking opera-
1) j = ey from-the-dete—of-rbandenment—of-said-wells

12

13 It is agrecd, however, that the termination of this agre:ment shall not relieve any party hereto from
1€ any liadbility which has accrued or attached prior to the dute of such termination.

15. .

6 i : . ARTICLE XIV.

17 ’ COMPLIANCE WITH LAWS AND REGULATIONS

s -

19 A. Laws, Regulations and Orders:

20 :

" 23 - This agreement shall be subject to the conservation laws of the state in which the committed

22 acreage is Jocated, 10 the valid rules, regulations, and orders of any duly constituted regulatory body of
23  said state; and to all other applicable federal, state, and locil laws, ordinances, rules, regulations, and

24 orders.

28 .

2% -

27 B Governing Law: . .
28 - The essential validity of this agreement and all matters pertaining thereto, including, but not lim-

20 -ited 10. matters of performance, non-performance, breach, remedies, procedures, rights. duties and in-
30 terpretation or consiruction, shall be governed and determined by the law of the state in which the
31 Contract Ares is Jocated. 11 the Contract Ares §s in two or more states, the Jaw of the state where most
32 of the land in the Contract Area is Jocated shall govern.

A _ .

M C ARTICLE XV'..

T : OTHER PROVISIONS
36

37 A. Interpretations Of Regulations of Governmzntal Regulatory Acencies:

38 - ' '

¥ Non-Operators agree to {ndemnify and hold Operator harmless from any and
40 811 Yosses, damages, injuries, claims and causes of action arising out of, in-
41 cident to or resulting directly or indirectly from Operator’'s interpretation
42 or application of rules, rulings, regulations or orders of the Department of
«3 Energy or predecessor agencies(or other governmental regulatory agencies) to
«¢ the extent Operator’s {nterpretatfon or application of such rules, rulings,

«s regulations or orders were made in good faith. Non-Operators further agree to
‘o6 reimburse Operator for their proportionate share of any amounts Operator may
<7 be required to refund, rebate or pay as a result of an incorrect interpretation
« Or application of the above noted rules, rulings, regulations or orders,

« together with the Kon-Operators’ proportionate part of interest and penalties
5o Owing by Operator as a result of such fncorrect interpretation or application
sy ©F such rules, rulings, regulations or orders.

s2 .. :
53 B, Term of Agreement
§¢ . This agreement shall remaio in force for a period of one (1) year from and

55 after the effective date of the Unit Agreement, and as long theresfter as the

56 Unit Agreement is in effect. In the event of termination of the Unit Agreement

51 for any reason as to all or any part of the land now or hereafter included in the

58 Unit Area, this agreement ghall continue in full force and effect with respect to

89 any land as to which the Unit Agreement terminates which {s included in any drill-

60 ing unit or proration unit for any unabandoned well which has been drilled or

¢) commenced pursuant to this agreement, and as long thereafter as oil and gas, or

g2 either of them, is produced from the Unit Area, or any part theieof, or as long as .
¢3 Producing, drilling or reworking operations are conducted thereon with no cessation

¢4 of more than sixty (60) consecutive days, or as long as any lease committed to the

¢s Unit remains in effect by the payment of shut-in gas royalties on a gas well situated
¢¢ UPon the Unit Area or any portion thereof. This agreement shall constitute a covenant
P running with the committed interests and shall be binding upon and fnure to the bene-
P fit of the parties hereto, their successors and assigns. In the event of the termi-

¢p nation of the Unit Agreement as to part of the land included in such Unit Agreement,

the lands remaining subject to the Unit Agreement will also remain subject to this

Operating Agreement. 14
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1 C. Reguired well
2 For the purpose of this article a well shall be deemed a required well &f the
3 drilling thereof is required by the final order of an authorized representative of
" 4 the Department of Interior. Such an order shall be deemed final upon expiration

g of the time allowed for appeal therefrom without the commencement of appropriate

¢ appeal proceedings or, 1f such proceedings are commenced with said time, upon the
7 final disposition of the appeal. Whenever Unit Operator receives any such order,
g it shall promptly mnail a copy thereof to each of the other parties; if any such

p order is appealed, the party appealing shall give prompt written notice thereof to
30 each of the other parties, and upon final disposition of the appeal, ‘Unit Operator
11 shall give each of the other parties prompt written notice of the result thereof.
12 :
13 Any party desiring to drill, or participate in the drilling
.14 shall give to Unit Operator written notice thereof within thirt
15 the order requiring such well becomes final or within such less
¢ 3¢ required by such order. If such notice is given within said pe
37 shall drill the reguired well for the account of the party or parties giving such
3s Dotice,. who shall hear all costs incurred therein; the rights and obligations of

of, a required well’

19 Such party or parties with respect to the ownership of such well, the operating

20 Tights therein, the available production therefrom and the bearing of costs incurred
q; therein shall be the same as if the well had been drilled for ghe account of such
9 PaTty or parties under Article VI B (2), “Additional Wells".

:: If no party elects to drill a required well within the period allowed for such
28 élection, and if any of the following alternatives are available, the first such
28 alternative which is avialable shall be followed:

27 1. 1If compensatory royalties may be paid in lieu of drilling the well

28 and if payment thereof is authorized by the parties within said

29 period, Unit Operator shall pay such compensatory royalties; or

30 2. If the drilling of the well may be avoided, without other penalty,

3 contraction of the Unit Area through exclusion of lands not then

a within a participating area, Unit Operator shall make reasonable

:: effort to effect such contraction with approval of the Director; or

35 3. If unitized substances have not theretofore been discovered in pay-

38 ing quantities with the Unit Area, the parties shall join in term-

37 ination of the Unit Agreement in accordance with its provisions.

38 :

30 If none of the foregoing alternatives are available, Unit Operator shall drill

4o the required well for the account of all the parties, each of whom shall bear that
43 Percentage of all costs incurred therein which is equal to itsg participating interest.

@ D. Compensatory Royalties
Whenever demand is made in accordance with the Unit Agreement for the drilling of

a well for the protection of the Unit Area from drainage, or for the payment of com-:

8 pensatory royalties in lieu thereof, Unit Operator shall give|written notice thereof

37 to each party. 1f payment of such compensatory royalties is approved by the parties,

%" Unit Operator shall make payment hereof. All payments so made by Unit Operator shall

2 e charged as costs and borne by the parties in proportion to| their respective parti-

@ cipating interests. If payment of compersatory royalties is not approved by the

80 parties, then the rights and obligations of the parties shall be governed by Article
VX C. )

82

83 E. Miscellaneous ‘ :

54 In the event of conflict between the Unit Agreement and this Unit Operating Agree-

ssment. the terms and conditions of the Unit Agreement shall control,

68

87
58
s9
60
)]
62
]
64
es
L
67
es
69
70

l4a
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ARTICLE XV1.
MISCELLANEOLUS

This agreecment shall be binding upon and shall inure to the benefit of the parties herelo and to their

respective heirs, devisees, legal representatives. successors and assigns.

This instrument may be executed in any number of counterparts, each of which shall be considered

an original for all purposes.

IN WITNESS WHEREOF. this agreement shall e effective as of 1st day of February .

1981 _

OPERATOR

AMOCO PRODUCTION

compny (R

— . B : y 4;"/7(

S: orn

NON-OPERATORS

Gulf 0il Corporat

By:

Ey-1n-fac

ion

Its:

Mountain Fuel Sup

By:

ply Company

Its:

- 15 -




EXHIBIT "A"

(Attached to and made a part of the E1 Alto Grande Federal Unit Operating
Agreement dated February 1, 1981)

Contract Area:

Shall include all rights and deptrs from the surface of the earth to
base of the geologic formation known as the Devonian in the following
described lands:

Township 22 Soutk, Range 34 East
Sections 18, 19, 30, W/2 29

Township 22 Soutl, Range 33 East
Sections 25: E/¢

Interests of the parties: Acres Working Interest

Amoco Production Company 1303.36 58.7173%

Gulf 0il1 Corporation 596.36 26.8665%

Mountain Fuel Supply Company 320.00 14.4162%

Open Federal 315,72 * = emmeee--
2535.44  100.0000%

* By Letter Agreement dated September 23, 1981 Amoco agreed to purchase a
lease covering this tract and as previously agreed upon by the Unit parti-
cipants that the acquisition cost and interest attributable to this lease
will be shared in the above stated working interest percentages.

Notice to parties to this contract shall be given at the following
address.

Amoco Production Company (Operator)
P. 0. Box 3092
Houston, Texas 77001

Attn: Chris L. Raper
Mountain Fuel Supply Company
P. 0. Box 11368

Salt Lake City, UT 84139
Attn: Mr. R. G. Pittam
Guif 0il1 Corporation

P. 0. Box 1150

Midland, Texas 79702

Attn: Mr. Dave Messer
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EXHIBIT "B
(Attached to and made a part of Operating Agrmement)

UNLEASED OIL AND GAS INTERESTS

1f it develops that any interest owned and contributed by a party
hereto is an unleased interest in the oii and gas rights, then such unleased
interest shall be treated for all purposes of this agreement as if it were a
term (for the term of this Operating Agreemen:) oil and gas lease covering such
unleased interest on a form providing for the usual and customary one-eighth
royalty and containing the usual and customary "lesser interest clause". This
agreement shall in no way affect the right of the owner of any such unleased
interest to receive an amount or share of production equivalent to the royalty
which would be payable if such unleased inter2st were subject to an oil and gas
lease as provided in the preceding sentence. Where any provision of this agree-
ment shall operate to require an assignment from any party contributing an
unleased mineral interest, such provision shall be construed (insofar as such
unleased mineral interest is concerned) as rejuiring instead the execution and
delivery by such party of an oil and gas lease, for a primary term of one year
from the date of its delivery and so long thereafter or as oil or gas is produced,
which lease shall reserve unto the Lessor a one-eighth royalty and contain the
usual "lesser interest clause'.
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EXHIBIT * ¢

Attached 1o and made a of the Joint Operating Agreement
dated Feb;-uar;y 1, ’1.5‘81. .

ACCOUNTING PROCEDURE
JOINT OPERATIONS

L. GENERAL PROVISIONS

..
. .
t

. Definitions

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

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

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

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

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

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

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

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

Statement and Billings

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

Advances and Payments by Non-Operators

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

Each Non-Operator shali pay its proportion of all bills within fifteen (15) days after receipt. If payment is not
made within such time, the unpaid balance shall bear interost monthly at the rate of twelve percent (12% ) per
annum or the maximum contract rate permitied by the applicable usury laws in the state in which the Joint
Property is located, whichever is the lesser, plus attorney's fees, court costs, and other costs in connection with
the collection of unpaid amounts.

Adjustments

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

Audits

A. Non-Operator, upon notice in writing to Operator and all other Non-Operators, shall have the right to audit Ope-
rator's accounts and records relating to the Joint Account for any calendar year within the twenty-four (24) month
period following the end of such calendar year; provided, however, the making of an audit shall not extend lhe
time for the taking of written exception to and the adjustments of accounts as provided for in Paragraph 4 of this
Section 1. Where there are two or more Non-Operators, the Non-Operators shall make every reasonable effort to
conduct joint or simultaneous audits in & manner which will result in & minimum of inconvenience 1o the Opera-
tor. Operator shall bear no portion of the Non-Operators’ audit cost incurred under this paragraph unless agreed
to by the Operator.

Approval by Non-Operators

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

tors.
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1. DIRECT CHARGLS

Operator shall charge the Joint Account with the following jtems:
3. Rentals and Royalties

Leasce rentsls and royalties paid by Operator for the Joint Opérmttom.
2. Laber -

A. (1) Salaries and wages of Operator's field employees directly employed on the Joi .
of Joint Operations. y employed on the Joint Property in the conduct

(2) Salaries of Firet-evel Supervisors in the field. Beloy District Superintendent

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

B. Operator's cost of holiday, vacation, sickness and disability bencfits and other customar Jow i
employces whore salaries ‘md wages are chargeable to the Joint Account under Parun;h.lu o.lnfhei’s ps:,edu::
). Soch costs under this Paiagraph 2B may be charged on a “when and as paid basis™ or by “percentage as-
sessificnt” on the amount of salaries and wages chargeable to the Joint Account under Paragraph 2A of this
Section 11. If percentage assessment is used, the rate shall be based on the Operator's cost experience.

€. Expenditures or contributions made pursuant to assessments imposed by governmental authori i
: . - \§ h
n?ph‘c!nble to Operator's cosis chargesble 10 the Joint Acrount under Paragraphs 2A and 2B ﬁ: 'th::hs:crf
tion II.

D. Persona) Expenses of those employees whose salaries and wages are chargead) Joi
Paragraph 24 of this on 11, [ { geable to the Jm‘nt Account under

3. Employee Benefits

Operator's current costs of established plans for employees' group life insurance, hospitalizatio i -
tirement, stock purchase, thrift, bonus, and other benefit plans of a like nature, lelicpable wlgﬁe?:&:l’:nin?or
cost chargeable 1o the Joint Account under Paragraphs 2A ard 2B of this Section II shall be Operstor's actual
cost not 1o exceed HRBQOPECAOCIOTXK twenty-six per cent (26%) or per cent most recently

. RESIrended by the Council of Petroleum Accountants Societies.

Materisl purchased or furnished by Operator for use on the Joint Property as provided under Se'ct' v

such Materia) shall be purchased for or transferred 1o the Joint Property as may be required for h::vedia.teozz
sand is reasonsbly practical and consistent with efficient and economical operations. The accumulation of sur-
plus stocks shall be avoided.

5. Transperiation

Trunsporistion of vmployees and Material necessary for the Joint Operstions but subject 1o the following limita-
tions:

A. I Material is moved to the Joint Property from the Operater's warehouse or other properties, no charge shall
be madc 1o the Joint Account for o distance greater than the distance from the nearest reliable supply store
vecognized barge termiral, or railway receiving point where like material is normally available, unjess ureeci
to by the Parties. *

B. If surplus Matcria! is moved to Operator's warehouse or wther storage point, no charge shall be made to the
Joint Account for a distance greater than the distance 1o the nearest reliable supply store, recognized barge
terminal, or vailway receiving point unicss agreed 10 by the Parties. No charge shall be made to the Joint Ac-
count for moving Material to other properties belonging 1> 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.

8. Serviees

The cost of coniract services, equipment and utilities provided by outside sources, except services excluded by
Paragraph B of Section 11 and Paragraph 1. ii of Section 1II. 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 cust of professional consuliant services or contract services of technical personnel not di-
u-cug engapged on the Joint Property shall not be charged (o the Joint Account unless previously agreed to by
the Parties.

7. Equipment and Facilities Furnished by Operater

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 (o 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.. 1o iieu of charges in Paragraph 7A above, Operator may elect 10 use average commercial rates prevailing in
the immediate ares of the Joint Property less 204%:. For automotive equipment, Operator may elect 10 use rates
published by the Petivleum Motor Transport Association.

8. Damages and Losses to Joint Property

All costs or oxpenses necessary for the repaiv or replacement of Joint Property made necessary because of dam-
ages or Josses incusted by fire, flood, storm, theft, accident, or other cause, except those resulting from Operator's
gross negligence o willful misconduct. Operator shall furnish Non-Operator written notice of damages or losses
incurred as soon as practicable afier a report thereof has been received by Operator.

9. Legal Expense
Expense of handling, investigating and setiling litigation or claims, distharging of liens, payment of judgments
and amounts paid {or seitlement of elaims incurred in or resulling from operations under the agreement or
necessury 10 protect or recover the Joint Property, except that no charge for services of Operator’s legal staff
or fees or expense of oulside 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 111 unless otherwise agreed to by the
Parties, excepl as provided in Section 1, Paragraph 3.

-
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Taxes

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

Insurance

Net premiums paid for insurance required to be carried for the Joint Operations for the protection of the Par-
ties. In the event Joint Operations are conducted in a state in which Operator may act as sel{-insurer for Work-
men's Comp_ensation 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 i clude a charge at Operator's
cost not to exceed manusl rates.

Other Expenditures

Any other ex?enditure not covered or dealt with in the forejoing provisions of this Section II, or in Section III,
and which is incurred by the Operator in the necessary and proper conduct of the Joint Operations.

1. 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 1A, or
( ) Percentage Basis, Paragraph 1B.
Unless otherwise agreed to by the Parties, such charge shall be in lieu of costs and expenses of all offices
and salaries or wages plus applicable burdens and expenses of all personnel, except those directly chargeable
under Paragraph 2A, Section II. The cost and expense of services from outside sources in connection with
matters of taxation, traffic, accounting or matters before or involving governmental agencies shall be considered
8s included in the Overhead rates provided for in the above selected Paragraph of this Section III unless such
cost and expense are agreed to by the Parties as a direct churge to the Joint Account.
ii. The salaries, wages and Personal Expenses of Technical Employees and/or the cost of professional consultant
services and contract services of technical personnel directly employed on the Joint Property shall ( ) shall
not (X ) 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 $_4640
Producing Well Rate $_444

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

(a) Drilling Well Rate .
[1) Charges for onshore drilling wells shall begin on the date the well is spudded and terminate on

the date the drilling or completion rig is released, whichever is later, except that no charge shall
be made during suspension of drilling operations for fifteen (15) or more consecutive days.

[2] Charges for offshore drilling wells shall begin on the date when drilling or completion equipment
arrives on location and terminate on the date the drilling or completion equipment .noves off Joca-
tion or rig is released, whichever occurs {irst, excep! 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

[3] An active well either produced or injected inio 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 wsell 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 gus 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 putlet.

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

[5] AR other inactive wells (including but not limited ‘to inactive wells covered by unit allowable,
Jease allowable, transferred allowable, etc.) shall not qualify for an overhead charge.

(3) The well rates shall be adjusted as of the first day of April each year following the effective date of the
agreement to which this Accounting Procedure is atta:hed. 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.

iy
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B. Overhead - Percentage Baiis v
(1) Operator shall charge the Joint Account at the following rates:
(a) Development

—— _ __Percent ( %) of the cost of Development of the Joint Property exclusi
provided under Puragraph 9 of Section 11 and all salvage credits. pery usive of costs

(b) Operating
——— _Percent (%) of the cost of Operating the Joint Property exclusive of costs provided
under Paragraphs 1 and 9 of Section II, all salvage credits, the value of injected substances psrch;sed

for secondary recovery and all taxes and assessments which are levied, assessed and paid upon the min-
eral interest in and to the Joint Property.
(2) Application of Overhead - Percentage Basis shall be as follows:
For the purpose of determining charges on a percentage basis under Paragraph 1B of this Section III. de-
velopment shall include ali costs in connection with drilling, redrilling, deepening or any remedia} o;;era-
tions on any or all wells involving the use of drilling crew and equipment; also, preliminary expenditures
necessary in preparstion 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 ce. ned in
Paragraph 2 of this Section III. All 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 $_25,000——°

A _ g __%of total costs if such costs are more than 8____25.,.090__but less than $__10C,000 ; plus
B. % of total costs in excess of $___ 100,000 __but 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 Rates

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

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

Operator is responsible for Joint Account Material and shall make proper and timely charges and credits for all ma-
terial movements affecting the Joint Property. Operator shall provide all Material for use on the Joint Property; how-
ever, at Operator’s option, such Material may be supplied by the Non-Operator. Operator shall make timely disposition
of idle and/or surplus Material, such disposal being made either through sale to Operator or Non-Operator, division in
kind, or sale to outsiders. Operator may purchase, but shall be under no obligation to purchase, interest of Non-Opera-
tors in surplus condition A or B Material. The disposal of surplus Controllable Material not purchased by the Opera-
tor shall be agreed to by the Parties. .

1. Purchases
Material purchased shall be chiarged 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 an;y 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 Materia! (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.0.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 {.0.b. railway receiving point nearest the Joint Property where such Material is normally
available.

B. Good Used Material (Condition B)
Material in sound and serviceable condition and suitable fo1 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 (655 ) of current new price, as determined by Paragraph 2A of this Section
IV, if Material was originally charged to the Joirt 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) Condition C
Material which is not in sound and serviceable condition and not suitable for its original function until
after recondilioning shall be priced at fifty 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

All other Material, including junk, shall be priced 5! 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 normully used for such other purpose. Operator may dis-
pose of Condition D Material under procedures normilly 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 pruovided above may be specially priced as agreed to by

the Parties. Such price ghould resuit in the Joint Account being charged with the value of the service ren-
dered by such Material.

E. Pricing Conditions

(1) Loading and unloading costs may be charged to the Joint Account at the rate of fifteen cents (15¢) per
hundred weight on all tubular goods movements, in lieu of Joading and unloading costs sustained, when
actual hauling cost of such tubular goods are equalized under provisions of Paragraph § of Section 11.

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

Premium Prices

" Whenever Material is not readily obtainable at published or listed prices because of national emergencies, strikes

or other unusual causes over which the Operator has no contrn], 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 Join! 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 ter: days after receiving notice from Operator, to furnish in kind all or part of his share
of such Material suitable for use and acceptable 10 Operator.

Warranty of Material Furnished by Operator

Operator does not warrant the Material furnished. In case of defective Material, credit shall not be passed to the
Joint Account unti] 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 1o take inventory shall be given by Operator at least thirty (30) days before any inven-
tory is 10 begin 50 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 accep! the inventory taken by Operator.

Reconciliation and Adjustment of Inventories

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

Special Inventories

Specia) 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
plsce. In such cases, both the seller and the purchaser shall bi: governed by such inventory.

Expense of Conducting Periodic Inventories

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

HiE




EXHIBIT "D"

INSURANCE :
Operator shall carry for the henefit and protection of the
parties hereto, Workmen's Compensation und Employers Liability {nsurance
with 1imits of $500,000 for each occurrence in accordance with state,
provincial, and federal laws including Longshoremen's and Harbor Workers'
;ompensation Act and as extended to Outer Continental Shelf Operations
.;nd other maritime laws, as applicable. If under the laws of the Juris-
diction in which operations are conducted Operator is authorized to be
a self-insurer as to workmen's compensation or employers' Tiability.
Operator may elect to be a self-insurer under such laws and in such
event Operator shall charge to the joirt account, in 1ieu of any premi-
ums for such insurance, a premium equivalent limited to amounts deter-

mined by applying manual ihsurance rates to the payroll.

The Operator shall not be retquired to carry any other insurance
for the joint account. The liability, if any, of the parties hereto in
damages for claims growing out of personal fnjury to or death of third
persons or injury or destruction of property of third parties resulting
from the operation and development of the_premises covered hereby shall
be borne by the parties hereto in the proportions of their respective
interests in the production therefrom; and each party individually may
acquire such insurance as it deems proper io protect itself against such
claims. Operator shall require all third party contractﬁrs performing
work in or on the premises covered hereby to carry such insurance and in

such amounts as Operator shall deem necessary.



CER/YIUS

EXHIBIT “g"
(Consisting of 2 Pages)

GAS STORAGE AND BALANCING AGREEMENT

(Attached to and made a part of the Operating Agreement)

The parties to the Operating Agreement to which this agreement is attached
are the owners of certain gas rights underiying the Contract Area covered
by such agreement, and the ownership of ea:h party is set forth in;
Exhibit “A" to said Operating Agreement.

The terms of the Operating Agreement provide each such party with the
right to take its share of gas produced from the Contract Area and
market the same. In the event any such party is not at any time taking
or marketing its share of such gas or has contracted to sell its share
thereof to a purchaser which does not at any time while said agreement
is in effect take the full share of gas attributable to the interest of
s:ch contracting party, then this agreement shall automatically become
effective.

During the period or periods when any parily has no market for its share
of gas produced from any proration or spacing unit within the Contract
Area, or its purchaser does not take its full share of gas produced from
such proration or spacing unit mentioned above, the other parties shall
be entitled to produce each month one hundred percent of the allowable
gas production assigned to such proration or spacing unit by the State
regulatory body having jurisdiction and shall be entitled to take and
deliver to its or their purchaser or purchasers all of such gas production.
A1l the parties shall share in and own the liquid hydrocarbons recovered
from such gas by lease equipment in accordance with their respective
interests and subject to the Operating Agreement to which this agreement
is attached, by the party or parties taking such gas shall own all of
the gas delivered to its or their purchaser or purchasers.

On a cumulative basis, each such party not taking or marketing its full
share of the gas produced shall be credited with gas in storage equal to
its full share of the gas produced under this agreement, less its share
of gas used in lease operations, vented or lost, and less that portion
such party took or delivered to its purchaser. The Operator under said
Operating Agreement will establish and maintain currently a gas account
to show the gas balance which exists between all the parties and will
furnish each of these parties a monthly statement showing the total
quantity of gas produced, the amount used in lease operations, vented or
lost, the total quantity of liquid hydrocarbons recovered therefrom, and
the monthly and cumulative over and under account of each party.

At any and all times while gas is being produced from the Contract Area,
each party will make settlement with the respective royalty owners to
whom said party is accountable, just as if each party were taking or
delivering to a purchaser fts share, and its share only, of such gas
production exclusfve of gas used in lease operations, vented or lost.
Each party agrees to indemnify and hold each and every other party
harmless from any and all claims for rcyalty payments asserted by royalty
owners to whom each indemnifying party is accountable. The term “"royalty
owner" shall include owners of royalty, overriding royalties, production
payments and similar interests.



Page 2
Exhibit E
(GAS STORAGE AND BALANCING AGREEMENT)

After written notice to the operator, each party at any time may begin
taking or delivering to its purchaser its full share of the gas produced
from a proration or spacing unit under which it has gas in storage, less
such party's share of gas used in operztions, vented or lost. In add-
ftion to such share, each party, inclucing the Operator, until it has
recovered fts ?as in storage and balanced the gas account as to 1ts
{nterest, shall be entitled to take or deliver to its purchaser a share
of gas determined by multiplying fifty percent (50%) of the interest in
-.the current gus production of the party or parties without gas fn storage
by a fraction, the numerator of which is the interest in the proration
or spacing unit of such party with gas in storage and the denominator of
which is the total percentage interest in such proration or spacing unit
of l;l parties with gas in storage currently taking or delivering to a
purchaser, :

Each party producing and taking or delivering gas to fts purchaser shall
pay any and all production taxes due on such gas.

Nothing herein contained shall be construed as denying any party the
right, from time to time, to produce und take or deliver to s purchaser
its full share of the allowable gas production to meet the deliver-
ability tests required by its purchaser.

In the event production of gas from a proration or spacing unit s
permanently discontinued before the gas account is balanced, settiement
will be made between the underproduced and overproduced parties. In
making such settiement, the underproduced party or parties will be paid
a sum of money by the overproduced party or parties attributable to the
overproducton which safd overproducec party received, less applicable
taxes theretofore paid, at the applicable price defined below for the
latest delivery of a volume of gas equal to that for which settlement is
made. For gas sold in interstate commerce, the price basis shall be the
rate collected, from time to time, which 1s not subject to possible
refund, as provided by the Federal Energy Regulatory Commission or any
successor agency pursuant to final order or settlement applicable to the
gas sold from such well, plus any additional collected amount which §s
not ultimately required by said Commissfon to be refunded, such addit-
fonal collected amount to be accounted for at such time as final deter-
mination is made with respect thereto.

Nothing herein contatined shall change or affect the obligations of eaci:
party to bear and pay its proportionate share of all costs, expenses.
and liabilities as provided in the (perating Agreement.

This agreement shall constitute a separate agreement as to each pro-
ration or spacing unit within the Contract Area and shall become effective
fn accordance with its terms and shall remain in force and effect as

Tong as the Operating Agreement to which 1t fs attached remains in
effect, and shall inure to the benefit of and be binding upon the parties
hereto, their heirs, successors, legal representatives and assigns. By
the terms "proration unit® or ®spacing unit® {s meant the area or portion
of the Contract Area fixed for the drilling of one well by applicable
field rules, or in the absence thereof, with statewide rules and regu-
Tations of the State regulatory body having jurisdiction.
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on, Texas 77001

October 30, 1981

Re: EA 51,775
E1 Alto Grande Federal Unit 73/ 0

Lea County, New Mexico

The State of New Mexico
0i1 Conservation Division
State Land Office

P. 0. Box 2083

Santa Fe, NM 87501

Attention: Mr. Joe Ramey
Gentlemen:

Enclosed for your file please find a copy of Mr. James W. Shelton's
letter dated August 25, 1981 granting *inal approval and the Certifica-
tion Determination for the E1 Alto Grande Federal Exploratory Unit. Our
files now indicate we have provided you copies of all the necessary
documents for the subject unit. We would appreciate if you would review
your files in this regard and advise o any additional information which
is needed.

[f you have any questions or we may be of any assistance, please advise.
Yours very truly,

Clocs Mo/

Chris L. Raper
Land Department

CLR/1cg
683/V
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United States Department of the

GEOLOGICAL SURVEY oy

South Centrzl Region U

P. O. Box 26124 ‘
Albuquerque, New Mexico 87125

Amoco Production Coampany
Attention: Chris L. Raper
P. O. Box 3092

Houston, Texas 77001

Gentlemen:

An approved copy of the El Alto Grancle unit agreement, Lea County,
New Mexico is enclosed. Such agreement has been assigned No. 14-08-
0001-19568 and is effective August 25, 1981, the same date as ap-
proved.

You are requested to furnish all interested principles with appropri-
ate evidence of this approval.

Sincerely yours,

.,; ) / . /b_r
\,C)d")’“ éd {,1,/ . %ﬁk\[ (o
7, Gene F. Daniel
Deputy Conservation Manager
0i. and Gas

Enclosure

RECEIVED
ENMD LAND NOUSTON

tor 34,98




CERTIFICATION DETERMINATION

Pursuant to the authority vested in the Secretary of the Interior,
the act approved February, 1920, 41 Stat. 437, as amended, 30 U.S.C.
secs. 181, et seq., and delegated to the Deputy Conservation Managers
of the United States Geological Survey, I do heréby:

A. Approve the attached agreement for the development and

operation of the E1 Alto ‘rande

Unit Area, State of New Mexico

B. Certify and deternine that the unit plan of developrment and
operation contemplated in the attached agreement is necessary and
advisable in the public interest for the purpose of more properly
conserving the natural resources.

C. Certify and deterpine that the drilling, producing, rental,
minimum royalty, and royalty requirements of all Federal leases
committed to said agreement are hereby established, altered, changed,

or revoked to conforh with the terms and conditions of this agreement.

<T—‘y(ﬁqnga,/'CZ/lg?ﬁzzéégiﬁ;:EF—___‘

/o s//Deputy Conservation Manager, 0il and Gas
United State Geological Survey

AUG 2 5 181
Dated

14-08-0001-19568
Contract humber




AUG 31 1981

&L CONSERVATION DiviSION
SANTA FE

August 28, 19

Re: EA51771
E1 Alto Grande Federal Unit
Lea County, New Mexico

0i1 Conservation Division
P. 0. Box 2088

State Land Office

Santa Fe, NM 87501

Attention: Mr. Ernie Padea

Gentlemen:

Amoco Production Company (USA)

500 Jefferson Building
P.O. Box 3092
Houston, Texas 77001

Pursuant to Mr. Ramey's letter of August 7, 1981, enclosed please find
a fully executed E1 Alto Grande Unit Agreement as requested.

If you have any questions or if we may be of further assistance, please

advise.

Yours very truly,

Chris L. Raper
Land Department

CLR/jy1
880/4



SLLRVATION DIVISION

ON

CERTIFICATION DETERMINATION

Pursuant to the authority vested in the Secretary of the interior,
the act approved February, 1920, 41 Stat. 437, as amended, 30 U.S.C.
secs. 181, et seq., and delegated to the Deputy Conservation Managers
of the United States Geological Survey, I do hereby: |

A. Approve the attached agreemant for the development and

operation of the E1 Alto Crande

Unit Area, State of Naw Mexico

B. Certify and determine that the unit plan of development and
operation contemplated in the attached agreement is necessary and
advisable in the public interest for the purpose of more properly
conserving the natural resources.

C. Certify and determine that the drilling, producing, rental,
minimum royalty, and royalty requirements of all Federal Teases
cormitted to said agreement are hereby established, altered, changed,

or revoked to ccnforh with the terms and conditions of this agreement.

Deputy Conservation Manager, 0il and Gas
United State Geological Survey

Dated

Contract Number

CR/gh
LR3/B1



UNIT AGREEMENT

EL ALTO GRANDE UNIT AREA

LEA COUNTY, NEW MEXICO
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UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION
OF THE
EL ALTO GRANDE UNIT AREA
COUNTY OF LEA
STATE OF NEW MEXICO
NO.

THIS AGREEMENT entered into as of the 1lst day of February, 1981 by
and between the parties subscribing, ratifying or consenting hereto, and
herein referred to as the "parties hereto".

* WITNESSETH:

WHEREAS, the parties hereto are the owners of working, royalty, or
other 0il and gas interests in the unit area subject to this agreement;
and

WHEREAS, the Mineral Leasing Act of February 25, 1920, 41 Stat. 437,
as amended, 30 U.S.C. Secs. iél et seq., authorizes Federal lessees and
their representatives to unite with each other, or jointly or separately
with others, in collectively adopting ard operating a cooperative or
unit plan of development or operations c¢f any oil or gas pool, field, or
like area, or any part thereof for the purpose of more properly conserv-
ing the natural resources thereof whenever determined and certified by
the Secretary of the Interior to be necessary or advisable in the public
interest; and

WHEREAS, the parties hereto hold sufficient interests in the E1 Alto
Grande Unit Area covering the land hereinafter described to give reason-
ably effective control of operations therein; and

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

NOW, THEREFORE, in consideration of the premises and the promises
herein contained, the parties hereto commit to this agreement their
respective interests in the below-defined unit area, and agree severally

among themselves as follows:



1. ENABLING ACT AND REGULATIONS. The Mineral Leasing Act of
February 25, 1920, as amended, supra, and all valid pertinent regulations,
including operating and unit plan regulations, heretofore issued thereunder

or valid, pertinent and reasonable regulations hereafter issued thereunder
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are accepted and made a part of this agreement as to Federal lands,
provided such regulations are nof inconsistent with the terms of this
agreement. ‘ | \

’ 2. UNiT AREA. The area specified on the map attached hereto
marked Exhibit "A" is hereby designated and recognized as conStituting
the unit area, containing 2,535.44 acres, more or less.

Exhibit "A" shows, in addition to the boundary of the unit area,
the boundaries and identity of tracts and leases in said area to the
extent known to the Unit Operator. Exhibit "B" attached hereto is a
schedule showing to the extent known to the Unit Operator the acreage,
percentage, and kind of ownership of oil and gas interests in all land
in the unit area. However, nothing herein or in said schedule or map
shall be construed as a representation by any party hereto as to the
ownership of any interest other than such interest or interests as are
shown in said map or schedule as owned by such party. Exhibits "A" and
"B" shall be revised by the Unit Operator whenever changes in the unit
area render such revision necessary, or when requested by the Deputy
Conservation Manager, 0i1 and Gas, hereinafter referred to as "Deputy",
and not less than five copies of the revised exhibits shall be filed
with the Deputy.

The above-described unit area shall when practicable be expanded to
include therein any additional lands or shall be contracted to exclude
lands whenever such expansion or contraction is deemed to be necessary
or advisable to conform with the purposes of this agreement. Such
expansion or contraction shall be effected in the following manner:

a) Unit Operator, on its own motion or on demand of the

Director of the Geological Survey, nereinafter referred to as

"Director", shall prepare a notice of proposed expansion or

contraction describing the contemplated changes in the boundaries

of the unit area, the reasons therefore, and the proposed effec-
tive date thereof, preferably the first day of a month subseqguent

to the date of notice.
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b) Said notice shall be delivered to the Deputy and copies
thereof mailed to the last known acdress of each working interegt
owner, lessee, and lessor whose interests are affected, advising
that 30 days will be allowed for submission to the Unit Operator
of any objections.

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

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

e) A1l legal subdivisions of lands (i.e., 40 acres by
Government survey or its nearest 1ot or tract equivalent; in
instances of irregular surveys unusually large lots or tracts shall
be considered in multiples of 40 acres or the nearest aliquot
equivalent thereof), no parts of which are entitled to be in a
participating area on or before the fifth anniversary of the
effective date of the first initial participating area established
under this unit agreement, shall be eliminated automatically from
this agreement, effective as of said fifth anniversary, and such
lands shall no longer be a part of the unit area and shall no
longer be subject to this agreement, unless diligent drilling
operations are in progress on unitized lands not entitled to
participation on said fifth anniversary, in which event all such
lands shall remain subject hereto so long as such drilling opera-
tions are continued diligently with not more than 90 days' time
elapsing between the completion of one well and the commencement of
the next well. A1l legal subdivicions of lands not entitled to be
in a participating area within 10 years after the effective date of
the first initial participating area approved under this government
shall be automatically eliminated from this agreement as of .said

tenth anniversary. A1l lands proved productive by diligent drilling

-3-
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operations after the aforésaid 5-year period shall become partici-

pating in the same manner as durjng said 5-year period. However,

when such diligent drilling operations cease, all nonparticipating
lands shall be automatically eliminated effective as of the 91st
day thereafter. The Unit Operator shall, within 90 dgys aftér the
effective date of any elimination hefeunder,,describe the area so
eliminated to the satisfaction of the Deputy, and promptly notify
all parties fn interest.

If conditions warrant extention of the 10-year period specified in
this subsection 2(e), a single extention of not to exceed 2 years may be
accomplished by consent of the owners of 90% of the working interests in
the current nonparticipating unitized lands and the owners of 60% of the
basic royalty interests (exclusive of the basic royalty interests of the

United States) in nonparticipating unitized lands with approval of the

Director, provided such extension application is submitted to the Director

not later than 60 days prior to the expiration of said ten-year period.

Any expansion of the unit area pursuant to this section which

_embraces lands theretofore eliminated pursuant to this subsection 2(c)

shall not be considered automatic commitment or recommitment of such

lands.

3.  UNITIZED LANDS AND UNITIZED SUBSTANCES. A11 lands committed
to this agreement shall constitute land referred to herein as "unitized
land" or "land subject to this agreement". Al11 o0il and gas in any and
all formations of the unitized land are unitized under the terms of this
agreement and herein are called "unitized substances".

4. UNIT OPERATOR. AMOCO PRODUCTION COMPANY is hereby designated

as Unit Operator and by signature hereto as Unit Operator agrees and
consents to accept the duties and obligations of Unit Operator for the
discovery, development and production of unitized substances as herein
provided. Whenever reference is made herein to the Unit Operator, such
reference means the Unit Operator acting in that capacity and not as an
owner of interest in unitized substances, and the term "working interest
owner" when used herein shall include or refer to Unit Operator as the

owner of a working interest when such an interest is owned by it.

s
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5.  RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit Operator sﬁa11
have the right to resign at any time prior to the establishment of a
participating area or areas hereunder, but such resignation shall not
become effective so as to release Unit Operator from the duties and
obligations of.Unit Operator and te;minate Unit Operator's rights as
such for a period of ¢ months after notice of intention to resign has
been served by Unit Operator on all working interest owners and the
Deputy, and until all wells then drilled hereunder are placed in a
satisfactory condition for suspension or abandonment whicﬁever is
required by the Deputy unless a new Unit Operator shall have been
selected and approved and shall have taken over and assumed the duties
and obligations of Unit Operator prior to the expiration of said period.

Unit Operator shall have the right to resign in like manner and
subject to 1ike limitations as above provided at any time a participating
area established hereunder is in existence, but, in all instances of
resignation or removal, until a successor Unit Operator is selected and
approved as hereinafter provided, the working interest owners shall be
jointly responsible for performance of the duties of Unit Operator, and
shall, not later than 30 days before such resignation or removal becomes
effective, appoint a common agent to represent them in any action to be
taken hereunder.

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

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

The resignation or removal of Unit Operator under this agreement
shall not terminate its right, title or interest as the owner of &
working interest or other interest in unitized substances, but upon the
resignation or removal of Unit Operator becoming effective, such Unit
Operator shall deliver possession of all wells, equipment, materials and
appurtenances used in conducting the unit operations to the new‘ﬂU?&

qualified successor Unit Operator or to the common agent, if no such new

-5-
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“Unit Operator is elected, to be used for the purpose of conducting unit

.operations hereunder. Nothing herein shall be construed as authorizing
removal of any material, equipment and appurtenances needed for the
preservation of any wells.

6.  SUCCESSOR UNIT OPERATOR. Whenever the Unit Operator shall
tender his or its resignation as Unit Operator or shall be removed as
hereinabove provided, or a change of Unit Operator is negotiated by
working interest owners, the owners of the working interests in the
participating area or areas according toc their respective acreage inter-
ests in such participating area or areas, or, until a participating area
shall have been established, the owners of ihe working interests according
to their respective acreage interests in all unitized iand, shall by
majority vote select a successor Unit Operator: Provided, That, if a
majority but less than 75 percent of the working interests qualified to
vote are owned by one party to this agreement, a concurring vote of one
or more additiona1 working interest owners shall be required to select a
new operator. Such selection shall not become effective until

a) a Unit Operator so selected shall accept in writing the
duties and responsibilities of Unit Operator, and ‘
b)  the selection shall have been approved by the Deputy.

If no successor Uhit Operator is selected and qualified as herein
provided, the Director may declare this unit agreement terminated.

7.  ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT. If the
Unit Operator is not the sole owner of working interest, costs and
expenses incurred by Unit Operator in conducting unit operations here-
under shall be paid and apportioned among and borne by the owners of
working interests, all in accordance with the agreement or agreements
entered into by and between the Unit Operator and the owners of working
interests, whether one or more, separately or collectively. Any agree-
ment or agreements entered into between the working interest owners and
the Unit Operator as provided in this section, whether one or more, are
herein referred to as the "unit operating agreement". Such unit operat-
ing agreement shall also provide the manner in which the working interest
owners shall be entitled to receive the'r respective proportionate and
allocated share of the benefits accruing hereto in conformity with their

underlying operating agreements, leases or other independent contracts,

-6-
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and such other rights and obligations as between Unit Operator and the
working interest owners as may be agregd upon by Unit Operator and the
working interest owners; however, no such unit operating agreement shall
be deemed either to modify-any of the terms and conditions of this unit
agreement or to relieve the Unit Operator of any right or obligation
estaclished under this unit agreement, and in case of any inconsistency
or conflict between this unit agreement and the unit operating agreement,
this unit agreemeni shall govern. Three true copies of any unit operating
agreement executed pursuant to this section should be filed with the
Deputy prior to approval of this unit agreement.

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

9. DRILLING TO DISCOVERY. Within 6 months after the effective
date hereof, the Unit Operator shall begin to drill an adequate test
well at a location approved by the Deputy, unless on such effective date
a well is being drilled conformably with the terms hereof, and thereafter
continue such drilling diligently until the Devonian formation has been
tested or until at a lesser depth unitized substances shall be discovered
which can be produced in paying quantities (to-wit: quantities sufficient
to repay the costs of drilling, completing, and producing operations,
with a reasonable profit) or the Unit Operator shall at any time establish
to the satic<faction of the Deputy that further drilling of said well
would be unwarranted or impracticable, provided, however, that Unit

Operator shall not in any event be required to drill said well to a

_7-
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depth in excess of 15,100 feet. ' Until the discovery of a deposit of

unitized substances capable of being produced in paying quantities, the

Unit Operator shall continue drilling one well at a time, allowing not
more than 6 months between the completion of one well and the beginning
of the next well, until a well capable of prnducing unitized substances
in payfng quanit*ties is completed to the satisfaétion of said Deputy, or
unFiI it is reasonab1y proved that the unitized Iaﬁd is incapable of
producing unitized substances in paying quantities in the formations
drilled hereunder. Nothing in this section shall be deemed to 1imit the
right of the Unit Operator to resign as provided in Section 5 hereof, or
as requiring Unit Operator to commence or continue any drilling during
the period pending such resignation becoming effective in order to
comply with the requirements of this section. The Deputy may modify the
drilling requirements of this section by granting reasonable extensions
of time when, in his opinion, such actinn is warranted. Upoh failure to
commence any well provided for in this section within the time allowed,
including any extension of time granted by the Deputy, this agreement
will automatically terminate; upon failure to continue drilling dili-
gently any well commenced hereunder, the Deputy may, after 15 days
notice to the Unit Operator, declare this unit agreement terminated.

10.‘ PLAN OF FURTHER DEVELOPMENT AND OPERATION. Within 6 months
after completion of a well capable of producing unitized substances in
paying quantities, the Unit Operator shall submit for the approval of
the Deputy an acceptable plan of development and operation for the
unitized land which, when approved by the Deputy, shall constitute the
further drilling and operating obligations of the Unit Operator under
this agreement for the period specified therein. Thereafter, from time
to time before the expiration of any existing plan, the Unit Operator
shall submit for the approval of the Deputy a plan for an additional
specified period for the development ard operation of the unitized land.

Any plan submitted pursuant to this section shall provide for the
exploration of the Unitized area and fcr the diligent drilling necessary
for determination of the area or areas thereof capable of producing

unitized substances in paying quantities in each and every productive

e



formation and shall be as complete and adequate as the Deputy may deter-
mine to be necessary for timely development and proper conservation sf
the o0il and gas resources of the unitized area and shall:
a) specify the number and locations of any wells to be
drilled and the proposed order and time for such dri]]%ng; and
b) to the exteat practicable, specify the operating prac-
tices regarded as necessary and advisable for proper conservation
of natural reéources.
Separate plans may be submitted for separate productive zones, subject
to the approval of the Deputy.

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

11. PARTICIPATION AFTER DISCOVERY. Upon completion of a well
capable of producing unitized substances in paying quantities or as soon
thereafter as required by the Deputy, the Unit Operator shall submit for
approval by the Deputy a schedule, based on subdivisions of the public
land survey or aliquot parts thereof, of all land then regarded as
reasonably proved to be productive in paying quantities; all lands in
said schedule on approval of the Deputy to constitute a participating
area, effective as of the date of completion of such well or the effec-
tive date of this unit agreement, whichever is later. The acreages of
both Federal and non-Federal lands shall be based upon appropriate
computations from the courses and distances shown on the last approved

public land survey as of the effective date of each initial participating
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area. Said schedule shall also Set forth the percentage of unitized
substances to be allocated as herein provided to each tract in the
participating area so established, and shall govern the allocation of
production commencing with the effective date of the participating area.
A separate participating area shall be established for each separafe
pool or deposit of unitized substances or. for any group thereof which is
proeduced as a single pool or zone, and any two or more participating
areas so established may be combined into one, on approval of the Deputy.
When production from two or more participating areas, so established, is
subsequently found to be from a common pool or deposit said participating
areas shall be combined into one effective as of such appropriate date

as may be approved or prescribed by the Deputy. The pérticipating area

‘or areas so established shall be revised from time to time, subject to

1like approval, to include additional land then regarded as reasonably
proved to be productive in paying quantities or necessary for unit
operationé, or to exclude land then regarded as reasonably proved not to
be productive in paying quanéities and the schedule of allocation percen-
tages shall be revised accordingly. The effective date of any revision
shall be the first day of the month in which is obtained the know]edgé
or information on which such revision is predicated, provided, however,
that a more appropriate effectfve date may be used if justified by the
Unit Operator and approved by the Deputy. No land shall be excluded
from a participating area on account of depletion of the unitized
substances, except that any participating area established under the
provisions of this unit agreement shall terminate automatically whenever
all completions in the formation on which the participating area is
based are abandoned.

It is the intent of this section that a participating area shall
represent the area known or reasonably estimated to be productive in
paying quantities, but, regardless of any revision of the participating
area, nothing herein contained shall be construed as requiring any
retroactive adjustment for production obtained prior to the effective
date of the revision of the participating area.

In the absence of agreement at any time between the Unit Operator
and the Deputy as to the proper definition or redefinition of a:

participating area, or until a participating area has, or areas have,

-10-
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been established as provided herein, the portion of all payments
affected thereby shall be impounded in a manner mutually acceptable tb
the owners of working interests and the Deputy. Royalties due the
United States shall be determined by the Deputy and the amount thereof
shall be deposited, as directed by the Deputy, to be held as unearned
money until a participating area is finally approved and ther'applied as
earned or returned in accordance with a defermination of the sum due as
Federal royalty on the basis of such approved participating area.

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

12. ALLOCATION OF PRODUCTION. A11 unitized substances produced
from each participating area established under this agreement, except
any part thereof used in conformity with good operating practices within
the unitized area for dilling, operating, camp and other production or
development purposes, for repressuriné or recycling in accordance with a
plan of development approved by the Deputy, or unavoidably lost, shall
be deemed to be produced equally on anracreage basis from the several
tracts of unitized land of the participating area established for such
production and, for the purpose of determining any benefits accruing
under this agreement, each such tract of unitized land shall have
allocated to it such percentage of said production as the number of
acres of such tract included in said participating area bears to the
total acres of unitized land in said participating area, except that
allocation of production hereunder for purposes other than for settle-
ment of the royalty, overriding royalty, or payment out of production
obligations of the respective working interest owners, shall be on the
basis prescribed in the unit operating agreement whether in confgrmjty

with the basis of allocation herein set forth or otherwise. It is
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“hereby agreed that production of unitized substances from a partici-

pating area shall be allocated as provided herein regardless of whether
any wells are drilled on any particular part or tract of said partici-
pating area. If any gas produced from one participating area is used
for repressuring or recycling purposes in another participating area,
the first gas withdrawn from such last mentioned participating area for
sale during the life of this agreement shall be considered to be the gas
so transferred until an amount equal to that transferred shall be so
produced for sale and such gas shall be allocated to the participating
area from which initially producéd as stch area was last defined at the
time of such final production.

13. DEVELOPMENT OR OPERATION OF NCUN-PARTICIPATING LAND OR FORMATION.
Any party hereto owning or controlling the working interest in any
unitized land having thereon a regular well location may with the approval
of the Deputy as to Federal land at such party's sole risk, cost and
expense, drill a well to test any formation for which a participating
area has not been estab]isheé or to test any formation for which a
participating area has been established if such location is not withip
said participating area, unless within 90 days of receipt of notice from
said party of his intention to drill the well the Unit Operator elects
and commences to drill-such a well in like manner as other wells are
drilled by the Unit Operator under this agreement.

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

If any well drilled as aforesaid by a working interest owner obtains
production in quantities insufficient to justify the inclusion of the
land upon which such well is situated in a participating area, such well
may be operated and produced by the party drilling the same subject to
the conservation requirements of this agreement. The royalties in
amount or value of production from any such well shall be paid as speci-

”

fied in the underlying lease and agreement affected.
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14. ROYALTY SETTLEMENT. The United States and any State and ény
royalty owner who is entitled to take ir kind a share of the substances
now unitized hereunder shall hereafter te entitled to the right to take
in kind its share of the unitized substances, and the Unit Operator, or
the working interest owner in case $f the operation of a wei] by a
working interest owner as herein provided for in special cases, shali
make deliveries of such royalty share taken in kind in conformity with
the applicable confracts, laws and regulations. Settlement for royalty
interest not taken in kind shall be made by working interést owners
responsible therefore under existing contracts, laws and regulations, or
by the Unit Operator, on or before the ‘ast day of each month for unitized
substances produced during the preceding calendar month; provided,
however, that nothing herein contained shall operate to relieve the
lessees of any land from their respective lease obligations for the
payment of any royalties due under their leases.

If gas obtained from lands not subject to this agreement is intro-
duced into any pafticipating'area hereunder, for use in repressuring,
stimulation of production, or increasing ultimate recovery, in conform-
ity with a plan of operations approved by the Deputy, a 1ike amount of
gas, after settlement as herein provided for any gas transferred from
any other participating area and with appropriate deduction for loss
from any cause, may be withdrawn from the formation in which the gas is
introduced, royalty free as to dry gas, but not as to any products which
may be extracted therefrom; provided that such withdrawal shall be at
such time as may be provided in the approval plan of operations or as
may otherwise be consented to by the Deputy as conforming to good
petroleum engineering practice; and provided further, that such right of
withdrawal shall terminate on the termination of this unit agreement.

Royalty due the United States shall be computed as provided in the
operating regu]atibns and paid in value or delivered in kind as to all
unitized substances on the basis of the amounts thereof allocated to
unitized Federal land as provided herein at the rate specified in the
respective Federal leases, or at such lower rate or rates as may be
authorized by law or regulation; provided, that for leases on which the

royalty rate depends on the daily average production per well, said
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average production shall be determined in accordance with the operating
.regu1ations as though each participating area were a single consolidated
lease.

15. RENTAL SETTLEMENT. Rental or minimum royalties due on leases
committed hereto shall be paid by working interest owners responsible
therefor under existing -contracts, laws and reguiations, provided that
no;hing herejn contained shall operate to.re]ieve tﬁe lessees of any
land from their respective lease obligations for the payment of any
rental or minimum royalty due under their leases. Rental or minimum
royalty for lands of the United States subject to this agreement shall
be paid at the rate specified in the respective leases from the United
States unless such rental or minimum royalty is waived, suspended or
reduced by law or by approval of the Secretary or his duly authorized
representative.

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

17. DRAINAGE. The Unit Operator shall take such measures as the
Deputy deems appropriate and adequate to prevent drainage of unitized
substancés from unitizéd land by wells on Tand not subject to this
agreement.

18. LEASES AND CONTRACTS CONFORMED AND EXTENDED. The terms,
conditions and provisions of all leases, subleases and other contracts
relating to expioration, drilling, development or operations for oil or
gas on lands committed to this agreement are hereby expressly modified
and amended to the extent necessary to make the same conform to the
provision hereof, but otherwise to remain in full force and effect; and
the parties hereto hereby consent that the Secretary shall by his approval
hereof, or by the approval hereof by hic duly authorized representative,

does hereby establish, alter, change or revoke the drilling, producing,

rental, minimum royalty and royalty requirements of Federal leases committed

hereto and the regulations in respect thereto to conform said requirements

to the provisions of this agreement, and, without 1imiting the generality
of the foregoing, all leases, subleases. and contracts are particularly

modified in accordance with the following:
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a) The development and operation of lands subject to this
agreement under the terms hereof shall be deemed full performance
of all obligations for development and operation with respect to
each and every separately owned tract subject to this agreement,
regard]es§ of whether there is any development of any particular
tract of the unit area.

~b) Drilling and producing operations performed hereunder
upon any tract of unitized land wi'll be accepted and deemed to be
performed upon and for the benefit of each and every tract of
unitized land, and no lease shall be deemed to expire by reason of
failure to drill or produce wells situated on the land therein
embraced.

c) Suspension of drilling or producing operations on all
unitized lands pursuant to direction or consent of the Secretary or
his duly authorized representatives shall be deemed to constitute
such suspension pursuant to such direction or consent as to each
and every tract of unitized Tland. A suspension of drilling or
producing operations'limited to specified lands shall be applicable
only to such lands.’

d) Each lease, sublease or contract relating to the explora-
tion, drilling, development or operation for o0il or gas of lands
other than those of the United States committed to this agreement,
which, by its terms might expire prior to the termination of this
agreement, is hereby extended beyord any such term so provided
therein so that it shall be continued in full force and effect for
and during the term of this agreement.

e) Any Federal lease for a fixed term of twenty (20) years
or any renewal thereof or any part of such lease which is made
subject to this agreement shall cortinue in force beyond the term
provided therein until the termination hereof. Any other Federal
lease committed hereto shall contirue in force beyond the term so
provided therein or by law as to the land committed so long as such
lease remains subject hereto, provided that production is had in
paying quantities under this unit sgreement prior to the expiration
date of the term of such lease, or in the event actual driilﬁag

operations are commenced on unitized lands, in accordance with the
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provisions of this agreement, prior to the end of the primary term
of such lease and are being diligently prosecuted at that time,
such lease shall be extended for two years and so long thereafter
as oil or gas is produced in paying quantities in accordance with
the provisions of the Mineral Leasing Act Revision of 1960.

~f) Each sublease or contract_re]ating to the operation and
development of unitized substances from lands of the United States
committed to this agreement, which by its terms would expire prior
to the time at which the underlying lease, as extended by the
immediately preceding paragraph, will expire, is hereby extended
beyond any such term so provided there{n so that it shall be con-
tinued in full force and effeét for and during thé term of the
underlying lease as such term is herein extended.

g) The segregation of any Federal lease committed to this
agreement is governed by the following provisions in thé fourth
paragraph of Sec. 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,tge
area covered by any such plan shall be segregated into separate
]eaées as to the lands committed and the lands not committed as of

the effective date of unitization: Provided, however, That any

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

h) Any lease, other than a Federal lease, having only a
portion of its lands committed hereto shall be segregated as to the
portion committed and the portion not committed, and the provisions
of such lease shall apply separately to such segregated portions
commencing as of the effective date hereof. In the event any such
lease provides for a lump sum rental payment, such payment shall be
prorated between the portions so segregated in proportion to the

acreage of the respective tracts.
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19. COVENANTS RUN WITH LAND. The covenants herein shall be cén-
strued to be covenants running with the land with respect to the interest
of the parties hereto and their successors in interest until this agree-
ment terminates, and any grant, transfer, or conveyance of interest in
land or leases‘subject hereto shall.be and hereby is conditioned upon
the assumption of all privileges and obligations hereunder by the grantee,
transferee or other successor in interest. No assignment or transfer of
any working interest, royalty, or other interest subject hereto shall be
binding upon Unit Operator until the first day of the caléndar month
after Unit Operator is furnished with the original, photostatic, or
certified copy of the instrument of transfer.

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

a) such date of expiration is extended by the Director, or
b) it is reasonably determined prior to the expiration of

the fixed term or any extension thereof that the unitized land is

incapable of production of unitized substances in paying quantities

in the formations tested hereunder and after notice of intention to
terminate the agreement on such ground is given by the Unit Operator
to all parties in interest at their last known addresses, the
agreement is terminated with the approval of the Deputy, or

c) a valuable discovery of unitized substances has been made
or accepted on unitized land during said initial term or any exten-
sion thereof, in which event the ajreement shall remain in effect
for such term and so long as unitized substances can be produced in
quantities sufficient to pay for the cost of producing same from
wells on unitized land within any participating area established
hereunder and, should production cease, so long thereafter as
diligent operations are in progress for the restoration of produc-
tion or discovery of new production and so long thereafter as
unitized substances so discovered can be produced as aforesaid, or

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

per centum, on an acreage basis, of the working interest owners
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signatory hereto, with the approva® of the Deputy; notice of any

such approval to be given by the Unit Operator to all parties

hereto. i

21. RATE OF PROSPECTING, DEVELOPMENT AND PRODUCTION. The Director
is hereby vested with authority to alter or modify from time to time in
his discretion the quantity and rate of production under this agreement
when such quantity and rate is not fixed pursuant to Federal or State
law or does not conform to any statewide voluntary conservation or
allocation program, which is established, recognized and generally
adhered to by the majority of operators in such State, such authority
being hereby limited to alteration or modification in the public inter-
est, the purpose thereof and the public interest to be served thereby to
be stated in the order of alteration or modification. Without regard to
the foregoing, the Director is also hereby vested with authority to
alter or modify from time to time in his discretion the rate of pros-
pecting and development and the quantity and rate of production under
this agreement when such alteration or modification is in the interest
of attaining the conservation objectives stated in this agreement and-is
not in violation of any appiicable Federal or State law.

Powers in this section vested in the Director shall only be exer-
cised after notice to Unit Operator and opportunity for hearing to be
held not less than 15 days from notice.

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

23. NOTICES. A1l notices, demands or statements required here-
under to be given or rendered to the parties hereto shall be deemed
fully given if given in writing and personally delivered to the party or

sent by postpaid registered or certified mail, addressed to such party
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or pa: .ies ai 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 may have furnished in writing to
party sending the notice, demand or statement. )

24. NO WAIVER OF CERTAIN RIGHTS. Nothing in this agreement con-
tained shall be corstrued as a waiver by any party hereto of the right
to assert any legal or constitutional right or defense as to the validity
or invalidity of any law of the State wherein said unitized lands are
located, or of the United States, or regulations issued thereunder in
any way affecting such party, or as a waiver by any such party of any
right beyond his or its authority to waive.

25. UNAVOIDABLE DELAY. ~ A1l obligations under this agreement
requiring the Unit Operator to commence or continue drilling or to
operate on or produce unitized substances from any of the lands covered
by this agreement shall be suspended while the Unit Operator, despite
the exercise of due care and diligence, is prevented from complying with
such obligations, in whole o% in party, by strikes, acts of God, Federal,
State or municipal law or agencies, unavoidable accidents, uncontrollable
delays in transportation, inability to obtain necessary materials in
open market, or other matters beyond the reasonable control of the Unit
Operator whether similar to matters herein enumerated or not. No unit
obligation which is suspended under this section shall become due less
than thirty (30) days after it has been determined that the suspension
is no longer applicable. Determination of creditable "Unavoidable
Delay" time shall be made by the Unit Operator subject to approval of
the Deputy.

26. NONDISCRIMINATION. In connection with the performance of work
under this agreement, the operator agrees to comply with all of the
provisions of Section 202 (1) to (7) inclusive of Executive Order 11246
(30 F. R. 12319), as amended, which are hereby incorporated by reference
in this agreement.

27. LOSS OF TITLE. In the event title to any tract of unitized
land shall fail and the true owner cannot be induced to join in this
unit agreement, such tract shall be automatically regarded as not com-
mitted hereto and there shall be such readjustment of future cogté and

benefits as may be required on account of the loss of such title. 1In
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the event of a dispute as to title to any royalty, working interest or
other interests-subject thereto, payment or delivery on account thereof
may be withheld without liability for interest until the dispute is
finally settled; provided, that, as to Federal land or leases, no pay-
ments of funds due the United States shculd be withheld, but such funds
shall be deposited as directed by the Deputy to 5e_he1d as unearned
money pending final settlement of the title dispute, and then applied as
earned or returned in accordance with such final settlement.

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

28. NON-JOINDER AND SUBSEQUENT JOINDER. 1If the owner of any
substantial interest in a tract within the unit area fails or refuses to
subscribe or consent to this agreement, the owner of the working inter-
est in that tract may withdraw said tract from this agreement by written
notice delivered to the Deputy and the Unit Operator prior tb the approval
of this agreement by the Deputy. Any o1 or gas interests in lands
within the unit area not committed hereto prior to submission of this
agreement for final approval may therearter be committed hereto by the
owner or owners thereof subscribing or consenting to this agreement,
and, if the interest is a working interest, by the owner of such interest
also subgcribing to the unit operating agreement. After operations are
commenced hereunder, the right of subsequent joinder, as provided in this
section, by a working interest owner is subject to such requirements or
approvals, if any, pertaining to such joinder, as may be provided for in
the unit operating agreement. After final approval hereof, joinder by a
non-working interest owner must be consa2nted to in writing by the working
interest owner committed hereto and res>onsible for the payment of any
benefits that may accrue hereunder in behalf of such non-working interest.
A non-working interest may not be committed to this unit agreement unless
the corresponding working interest is committed hereto. Joinder to the
unit agreement by a working interest owner, at any time, must be accom-
panied by appropriate joinder to the unit operating agreement, if more
than one committed working interest owner is involved, in order for the
irterest to be regarded as committed to this unit agreement. Except as
may otherwise herein be provided, subsequent joinders to this abréément

shall be effective as of the first day of the month following the filing
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with the Deputy of duly executed counterparts of all or any papers
necessary to establish effective commitment of any tract to this agrée-
ment unless objection to such joinder is5 duly made within 60 days by the
Deputy.

29. COUN;ERPARTS. This agreement may be executed in any number of
counterparts no one of which needs to be executed by all parties or may
be ratif%ed or consented to by separate instrument in writing specificaT]y
referring hereto and shall be binding upon all those parties who have
executed such a counterpart, ratification, or consent hereto with the
same force and effect as if all such parties had signed the same document
and regardless of whether or not it is executed by all other parties
owning or claiming an interest in the lands within the above described
unit area.

30. NO PARTNERSHIP. It is expressly agreed that the relation of
the parties hereto is that of independent contractors and nothing in
this agreement contained, exgressed or implied, nor any operations
conducted hereunder, shall create or be deemed to have created a part-

nership or association between the parties hereto or any of them.
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IN WITNESS WHEREOF, the parties hereto have caused this agreement

to be executed and have set opposite their respective names the date of

execution.
UNIT OPERATOR AND WORKING INTEREST OWNER
AMOCC PRODUCTION COMPANY _GpQ
DATE: '
ADDRESS: P. 0. Box 3092 __~/////’\
BY:;{”/%E?ﬁgii;,a/ 45’<’t’1s‘:;L-)
Houston, TX Attorhey-in-Fact i (|AM T. HALE
WORKING INTEREST OWNERS
GULF OIL EXPLORATION AND PRODUCTION COMPANY
DATE: BY:

ADDRESS: P. 0. Box 1150
Midland, Texas 79701

MOUNTAIN FUEL SUPPLY COMPANY

DATE: ’ BY:

ADDRESS: P. 0. Box 11368
Salt Lake City, UT 84139

THE STATE OF TEXAS 8
COUNTY OF HARRIS ]

, 194/ , by __ WILLIAMT HALE
as At€orney-in-Fact on behalf of AMOCO PRODUCTION COMPANY.

2 The foregoing instrument was acknowledged before me this é/%ay of

’ -
My Commission Expires: 4
Notary/Public in and for .
Harris County, TexasES "
Y B. BARN
Notary PS&::S l;: Harris County, ‘;e;(as
My Commission Expires ’,'Q-" ............... "
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CONSENT AND RATIFICATION
UNIT AGREEMENT AND UNIT OPERATING AGREEMENT FOR THE
DEVELOPMENT AND OPERATION OF THE EL ALTO GRANDE UNIT
Consisting of Sections 18, 19, 30 and the W/2
of Section 29, T-22-S, R-34-E, and the E/2 of
Section 25, T-22-S, R-33-f, Lea County, New
Mexico.

The undersigned (whether one or more) hereby acknowledge receipt of
a copy of each of the captioned agreements dated February 1, 1981 covering
Sections 18, 19, 30 and the W/2 of Section 29, T-22-S, R-34-E, and the
E/2 of Section 25, T-22-S, R-33-E, Lea County, New Mexico, and acknowledge
that they have read the same and are femiliar with the terms and conditions
thereof.

X The undersigned also being owners of the working interest, leasehold,
royalty, or other interest in the lands or minerals embraced in the
unitized area, as indicated on the schedule attached to said Unit Agreement
as Exhibit "B", do hereby consent to and ratify all of the terms and
provisions of the said Unit and Operating Agreement, exactly the same as
if the undersigned had executed the original of each of said Agreements
or counterparts thereof.

IN WITNESS THEREOF, this instrumert is executed by the undersigned
as of the date set forth in their respective acknowledgements.

GULF OIL COURPORATION
e

. _7r”£\ 7 .~
Date: [te, wst /f,/'f’cf’/ By: . T et i T vv/
Title: ' 7
Address: ﬁ oS5 /1S O )
Zaihiand, > A A6 vey-v- Fat
9 i LT
MOUNTAIN FUEL SUPPLY
Date: By:
Title:
Address:
THE STATE Oﬁ,ééfigéyf }

/’:',’ g
COUNTY OF AA// A/ L rs {‘ i

_The foregoing instrument was ackncwledged before me this 5’2? day

of LA g AT 7‘ > 19 ZK by _G_R‘ .EF_]ZH{_’ /¢7Lﬁfﬂley-/’\’ -
Vﬁf GULF OIL CORPORATION,zg'_‘é]“ ;"ﬁ”»gy/uamm corporation,
on behalf of said corporation. i’

o L rd
.. S S e T e . .
My Commission Expires: L LGP e

D. Aok AN IS Jpand for
1l far th See Ty ille

My Commisston Expires M

THE STATE OF {
COUNTY OF {

The foregoing instrument was ackncwledged before me this _ day
of oF FOURTATN RUEL §U§PE¥, a "~ orporation,

on behalf of said corporation.

My Commission Expires:

Notary Public in and for

CR/1cg
ER671/d



CONSENT AND RATIFICATION
UNIT AGREEMENT AND UNIT OPERATING AGREEMENT FOR THE
DEVELOPMENT AND OPERATION OF THE EL ALTO GRANDE UNIT
Consisting of Sections 18, 19, 30 and the W/2
of Section 29, T-22-S, R-34-E, and the E/2 of
Section 25, T-22-S, R-33-E, Lea County, New
Mexico.

The undersigned (whether one or rnore) hereby acknowledge receipt of
a copy of each of the captioned agreements dated February 1, 1981 covering
Sections 18, 19, 30 and the W/2 of Section 29, T-22-S, R-34-E, and the
E/2 of Section 25, T-22-S, R-33-E, Lea County, New Mexico, and acknowledge
that they have read the same and are tamiliar with the terms and conditions
thereof.

The undersigned also being owners of the working interest, leasehold,
royalty, or other interest in the lands or minerals embraced in the
unitized area, as indicated on the schedulle attached to said Unit Agreement
as Exhibit "B", do hereby consent to and ratify all of the terms and
provisions of the said Unit and Operating Agreement, exactly the same as
if the undersigned had executed the original of each of said Agreements
or counterparts thereof.

IN WITNESS THEREOF, this instrument is executed by the undersigned
as of the date set forth in their respective acknowledgements.

GULF OIL CORPORATION

Date: By.

Title:
Address:

MOUNTAIN FUEL SUPPLY

Date: August 20, 1981 By:

John Crawford / SN

Address: P. 0. Box 11368 { Executive VicePresident ™~
Salt Lake City, Utah
84139
THE STATE OF i
COUNTY OF {
The foregoing instrument was acknowledged before me this day
of » 19 __, by ; R
of GULF OIL CORPORATION, a ‘ corporation,

on behalf of said corporation.

My Commission Expires:

Notary Public in and for

THE STATE OF _ uTAH i
COUNTY OF SALT LAKE {

The foregoing instrument was acknowledged before me this _20th day
of AUGUST » 19 81, by John Crawford » _Executive Vice
President0f MOUNTAIN FUEL SUPPLY, a _  yj¢ah corporation,

on behalf of said corporation.

e /- /// 7

—\ . - M

My Commission Expires: l Ve ot L
A - Notary Public in and for
oLz

CR/1cg

(ol aVatin X T
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EXHIBIT A"

EL ALTO GRANDE UNIT AGREEMENT

LEA COUNTY NEWMEXICO
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2219.72 Ac.
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2535.44 Acres

TRACT NUMBER

FEDERAL LEASES

NM-1744]
NM-14334
NM- (8512
NM-12846

87.548 %
12.452 %
100.000 %



EXHIBIT "B"
EL_ALTO GRANDE UNIT AREA
T-22-S, R-34-E, AND T-22-S, R-33-E, N.M.P.M.
LEA COUNTY, NEW MEXICO

SERIAL NO. & o<mancHzm ROYALTY WORKING

TRACT NUMBER EXPIRATION BASIC ROYALTY & PRODUCTION PAYMENT INTEREST
NO. DESCRIPTION OF LAND ACRES  DATE OF LEASES  OWNERSHIP % LESSEE OF RECORD OWNERSHIP & % & PERCENTAGE
Township 22 South, Range 34 East
1 Section 18: Lots 1, 2, E/2 NW/4, NE/4
Section 19: Lots 1, 2, E/2 NW/4, SW/4
NE/4
Section 29: W/2
Section 30: Lots 1-4, E/2 W/2, NE/4 1303.36 NM-17441 USA 12.5% Amoco Production Pat H. Ladner, et ux 4% Amoco: 100%
2~-1-83 Company
Township 22 South, Range 34 East
2 Section 18: Lots 3, 4, E/2 SW/4, SE/4
Section 19: E/2 NE/4, NW/4 NE/4 436 34 NM-14334 ISA 12 5% Gulf Qi1 Exp. & DN Fitzgerald, et ux 5% Gulf: 100%
9-1-81 Prod. Co.
Township 22 South, Range 34 East
3 Section 19: Lots 3, 4, E/2 SW/4, SE/4 315.72 Open-USA
Township 22 South, Range 33 East
4 Section 25: NE/4
Township 22 South, Range 34 East
Section 30: SE/4 320.00 NM-18512 USA 12.5% Mountain Fuel None MFSC: 100%
6-1-83 Supply Company
5 Township 22 South, Range 33 East
Section 25: SE/4 160.00 NM-12846 USA 12.5% Gulf 0il Exp. & John J. Turner, et ux 3% Gulf: 100%
1-1-81 Prod. Co.
. Extended by Operations
TOTAL: 5 TRACTS - 2535.44
CEDR/1p

ER/726/F-1



ATWOOD, MALONE, MANN & %ﬂwjaﬂ

A PROFESSIONAL ASSOCIATION

LAWYERS »‘UL 24 1981
T D moon Leesoed) OIL COINSERVATION DIVISION
. SANTA. FE,

SECURITY NATIONAL BANK BUILDING

ROSWELL NEW MEXICO 88201
[sos] erz2-s221

July 22, 1981

Mr. Joe Ramey
Secretary-Director

0il Conservation Commission
P. 0. Box 2088

Santa Fe, New Mexico 87501

CHARLES F. MALONE
RUSSELL D. MANN
PAUL A.COOQOTER
808 F. TURNER
JOHN W. BASSETT
ROBERT E. SABIN
BRIAN W. COPPLE

STEVEN L.BELL
WILLIAM P LYNCH
RODNEY M SCHUMACHER

RE: Examiner Hearing - Wednesday, July 27, 1981

Causes Nos. 7310 and 7311

Dear Mr. Ramey:

We would appreciate your filing the enclosed Entries
of Appearance for Amoco Producticn Company in Causes Nos. 7310

and 7311.
Your assistance in this matter is appreciated.
Very truly yours,
A &) A S -
R D. "Mann
RDM/1le
Encs.

cc: C. A. Mote, Esqg.



BEFORE THE OIL CONSERVATION COMMISSION

STATE OI' NEW MEXICO

IN TEE MATTER OF THE APPLICATION )
OF AMOCO PRODUCTION COMPANY FOR )
A UNIT AGREEMENT, LEA COUNTY, )
NEW MEXICO. )

NO. 7310

ENTRY OF APPEARANCE

The undersigned hereby enter their appearance on
behalf of Amoco Production Company with C. A. Mote and James

M. 2Appelt of Houstcn, Texas.

ATKOOD, Mﬁ?ONE, MANN & COOTER, P.A.
i

By ] M7/ ;z;:}zszixtxq,——~—»

¢ P70, Drawer 700
Roswell, New Mexico 88201



