





United States Department of the Interior

GEOLOGICAL SURVEY

Draver 1857
Roswell, New Mexico 38201

December 20, 1973

} KJla «

o “.., _\gLH_- ’,IQ'QEr—\
Cities Service 0il Company “ \
800 Vaughn Building \‘ Lo 261973 |
Midland, Texas 79701 L\; oAy

N oNSERVATlON <eNIL
Attention: €. Robert Crawford ou < Santa Fe

-

Three approved copies of the Azotea Mesa unit agreement, Eddy Couaty,

New Mexico, with Cities Service 0il Company as operator, are encloaed
Such agreement has been assigned No. 14-08-0001-15809 and is effective
Recembar I0, 1575, the same date as approved.

You are requested to furnish the ew Mexico 0il Conservation Commission

and all other iatreregted principals with apprcpriate evidence of this
approval.

Sincerely yours,

CARL C. ZRAYHILL

cwcbing Avea OL] and Sas Supervisox
ce:

~NMOCC, Santa Ye (ltr only)

Com. Pub. Lands, Santa Fe (ltr only)
Area Geolboaciat, Reawell (1tr only)
Artesia (w/cy appln)

JFSims :ds




ALEX J. ARMLJO
COMMISSIONER

30 5.3253;“

P. O. Box 1148
SANTA FE, NEW MEXICO

Citiea Service 0il Coempany
F. 0. Box 1919
Midland, Temss 79701

Re: TERMIMATION OF
Asotes Masa Umit
Kddy County, New Mexico

Gent lewan:

In reply to vour letter of Jupe 4, 1974, plssse be auvised tuat

the Commissioner of Public Landa has this date given his approvmsi un

the Termimsiicn of tha Azates Mass Unit, Eddy County, New Maxico, however, |
in the future we request that you foliow the terms of tha Unft Agreament
in requasting approvel of terminstion from the Commissioner of Public
1andn

----- a0

The effective date of the termination ts be pay 30, 1

Plaase votify all laterested parties of this action.

Vayy fruedy youry,

BAY D, GRAHAM, Dd;ac0s
CLl end Gae pepavin &
Arsienssa
s HSCG=Negell, o lar e, »
GCC= Bauta Fe, iov Moviog o0




ALEX J. ARMIJO

COMMISSIONER

o

P. 0, mox t148
SANTA FE, NEw MEXxICO

Gentlexen:
mu—u.munmmm:uumcmm
Asotes Nuosa Unit, kddy Couaty, New Maxico, subject to 1ike approvsl
by the Unired Seae SSoiegicai Survey,
Eaclosed are five (3) Certificates of apprewel,
Plesse advise this office whan the United States Geological
Smyhﬂnmm‘mtumzmu’ﬁuﬁmuammmn
#ed ascertain the effectiva dats_

Your filing fse in the sSwmount of Nimety ($90.00) Doliaxs has been
received,

Very truly yours,

RAY D, GRABAM, Dirmeeny
041 end Gags Division

AJA/RDG /s

encls,

ccy USCSeRoswell, Hoy Maxicn
OLCe3ante ¥o, New Hexico -




T Unit Name AZOTEA MESA UNIT (EXPLORATORY)
Operator Cities Service 0il Company

County Eddy County
DATE OCC CASE NO. 509 EFFECTIVE “TOTAL

_APPROVED __  OCC ORDER NO. R-4661 DATE ACREAGE STATE FEDERAL INDIAN-FEE CLAUS

Comnissioner November 16, 1973 12-20-73 5,685,69 640.00 5,045,.69 =0 Yes
: 12-18-73 :

/‘\y *

, ' UNIT AREA

TOWNSHIP 23 South, Range 24 East, NMPM

Sections &4 through 9: all S : , e O o

Sections 16 through 18: All : o .o - ,/v BRI S
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Unit Name AZOTEA MES

A UNIT (EXPI.DRATORY) 0

o Service 0il Company

&,

Operator __fCi.ties
County Eddy County
-—"""—'_Tr" sememEEE T 0T
PASE NO. 0 EFKECY iVEG TOTAL SEGREWN
JM-R'4661 DATE ACREAGE STATE FENERAL | IMDIAN-FEE CLAUSE TERM .
ler 16, 1973 12-20-73 5,685.69 640.00 5,04}5.69 -0~ Yes S yrse.
East M
ALl ‘ REP o
ALl . ’(Q EDEIVED
. e r\/:\v .
" A M | JUN 1 ¢ 1974

e X .
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~ i ; ) ’o -~
1, C. C.

ARTESIA, OFFICE




Unit Name AZOTEA MESA UNIT (EXPLORATORY)

|

Operator Cities Sexvice 0il Company
County Eddy County <" é(( |
~/ W /
DATE OCC CASE NO. 509 EFFECTIVE TOTAL - SEGRE
APPROVED QCC ORDER NQ. R-4661 DATE ACREAGE STATE FEDERAL INDIAN-FEE CLA
Commissioner November 16, 1973 12-20~73 5,685.69 640,00 5,045,.69 0= Ti
12-18-73
* UNIT AREA

TOWNSHIF 23 South, Range 24 East, NMPM

Sections & through 9: Al

I

[

Sections 16 through 18: Al




Unit Name AZOTEA MESA UNIT (EXFLORATORY)
Operator Cities Service 0il Company

@eCC

- e

|
!
!

County . Eddy County < N (,({ '

ESE NO. Judae EFFECTIVE ~ ~ TOTAL SECREGCATION

RDER_NO . R-4661 DATE ACREAGE STATE FEDERAL INDIAN-FEE CLAUSE - TERM
r 16, 1973 12-20~73 5,685.69 640,00 5,045,69

Q- Yes ’ S yrs. '




Azotea Mesa Unit (Exploratory)

Unit Name
Operator Cities Service 0il Company
County Eddy
STATE LEASE _ INSTI- RATIFLED ACREAGE
TRACT NO. - NO. TUTION SEC. TWP. RGE. SUBSECTION DATE ACRES NO'I;“_“ v oot
RATIFLED LES
19 L-4224~-1 C.Se. 16 238 24E SE/&, S/25W/4, NE/4SW/4 11-9-73 280.00 El Paso Natug
Cities Servig

20 L-7035 C.S. 16 235 24E N/2, NW/4SW/4 11-16=-73 360.00




Unit Name Azotea Mesa Unit (Exploratory)

Operator Cities Service 0il Company

County Eddy
B INSTI- RATIFIED ACREAGE
“ TUTION SEC. TWP. RGE. SUBSECTION DATE ACRES NOT
_ RATIFIED LESSEE
124-1 C.S. 16 238 24E SE/4, S/25W/4, NE[4SW/4 11-9-73 280.00 El Paso Natural Gas Co.
)35 C.S. 16 23s 24E N/2, NW/4SW/4 11-16-73 360.00 Cities Service 0il Co.

o
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CITIES SERVICE OIL COMPANY 500 Vaughn Building
Midland, Texas 79701
$ Teleplione: 915 684-7131
‘ December 26, 1973

State of New Mexico . S D e
The 0i1 Conservation Commi ssjop P ‘
P. o. Box 2088

Santa Fe, New Mexico 87501

Re: Ib%lg;fgfz, Azotea Mesy Unit 0 T%@ERP\{?E |
(

-24-E

Eddy County, New Mexico f 98 1573 t
" (0i1 Conservation Commi ssion Order #R-46611m DEC 28 15
e

Gentlemen : OIL CONSERVATION COMM
LN T e
Your offjce approved the Subject unj¢ by Order #R-4661 Ot Novemhear

14
e -~
In connectiop with thie Ordei, we enclocs the foliowin items:
F4

573.

e

>

1. Xerox COPy of letter from the New Mexico State Lang Office i
dated Decemher 18, 1973, advising that the Azotea Megy Unit
Was approved op December 18, 1973.

2. Certificate of Approval from the Commissioner of Public Lands
of the State of New Mexico,

3. ZXerox COpy of 4 letter from the Uni tag States Geological Survey

dateqd Decemhor 2G, 1973, advising that the Azoteg Mesa Unit was
appraoved op December 20, 1973,

5. Executed, Original Copy of the Unit Agreement, Pursuant to
Paragraph 3, Page 2, of the above mentioned Order,

Dalport 0i1 Corporation, Working Interest Owner op Tract 16, was the only
Working Interest Cwmer involved that did not execute the Unit Agreement,

Yours Cruly,
CITizs SERVICE ory, CoMPANY

CIUA

C. Robert Crawfor
Landman

CRCbd
Enclosureg
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TELEPHONE
505-827'2748

p. 0. BOX 1148
SANTA FE, NEW MEXICO

pecember 18, 1973

ALEX J. AR
COMMISSIONER

Cities Service 0il Company

800 Vaughn Building

Midland, Texas 79701
Onit

Re: Azotea Mesa
New Mexico

Eddy CountY,

ATTENTION: Mre c. Robert Crawford
Gentlemen?
The Commissioner of Public 1ands has this date approved your
New Mexico, subject to iike approva

Azotea Mesa unit, Eddy County,
by the United States Geological Surveyes

Enclosed are five (5) Certificates of approval.
ited States Geological

Please advise this office when the Un
roved this unit so that we may finish processing the unit

gyrvey has 2pP
the effective date.

aud ascertain
Your f£iling fee i nety ($90.0C} Dolla
received. )
W
AT Very truly yours, 3
\a7 /& 2 AL
RAY D.’ GRAHAM, Director
0il and Gas Division
AJA/RDG/s
encls.
cc: USGS»Roswell, New Mexico
" New Mexico

oCcC-Santa Fe,




NEW MEXICO STATE LAND OFFICE

CERTIFICATE OF APPROVAL

COMMISSIONER OF PUBLIC LANDS, STATE OF NEW MEXICO

AZOTER MESA UNIT
EDDY COUNTY, NEW MEXICO

There having been presented to the undersigned Commissioner of Public
Lands of the State of New Mexico for examination, the attached Agreement
for the development and operation of acreage which is described within
the attached Agreement, dated October i5, 1973 , which said
Agreement has been executed by parties owning and holding oil and gas
leases and royalty interests in and under the property descrihed and up-
on examination ¢f 3zid Agreement, the Commissioner finds:

(a) That such agreement will tend to promote the conservation
of oil and gas and the better utilization of reservoir
energy in said area.

(b) That under the proposed agreement, the State of New Mexico
will receive its fair share of the recoverable o0il or gas
in place under its lands in the area.

(¢) That each beneficiary Institution of the State of New
Mexico will receive its fair and equitable share of the
recoverable o0il and gas under its lands within the area.

(d) That such agreement is in other respects for the best
interests of the state, with respect to state lands.

NOW, THEREFORE, by virtue of the authority conferred upon me under
Secticns 7-11-39, 7-11-40, 7-11-41, 7-11-47, and 7-11-48, New Mexico
Statutes Annotated, 1953 Compilation, I, the undersigned Commissioner
of Public Lands of the State of New Mexico, do hereby consent to and
approve the said Agreement, however, such consent and approval being
limited and restricted to such lands within the Unit Area, which are
effectively comnitted to the Unit Agreement as of this date, and, further,
that leases insofar as the lands covered thereby committed to this Unit
Agreement shall be and the same are hereby amended to conform with the terms
of such Unit Agreement, and said leases shall remain in full force and ef-
fect in aceeodznce with the terms and conditions of said Agreement. This
approval is subject to all of the provisions and requirements of the afore-
said statutes.

IN WITNESS WHEREOF, this Certificate of Approval is executed, with seal
affixed, this 18th, . day of December ,» 19 73

[ /?\M

Vi

COMMISS IORER[OF RUBLIC LA@

of the State of New Mexic




United States Department of the Interior

GEOLOGICAL SURVEY

Drawer 1857 )
Roswell. New Mawi~pn #2203

fit =P

December 20, 1973

P
S

, Cities Service Oil Company ;7 ; f
5 : 800 Vaughn Building \f”}
- ’ : Midland, Texas 79701 -

Three approved copies of the Azotea Mesa unit agreement, Eddy County,
New Mexico, with Cities Service Oil Company as operator, are enclosed.
Such agreement has been assigned No. 14-08-0001-13809 and is effective
December 20, 1973, the same date as approved.

You are requesied to furnish che New M2xico 0il Conservation Commission
and all other jinterested principals with appropriate evidence of this
approval.

Sincerely yours,

; | éz‘%é’%&( -

P CARL G, TRAYWICK L~
i , Acting Area 0il and Gas Supervisor

V.o } )
IR R R
S
IRy S

Ciitzs Corvice Gl
Ssullwesicra Reg,
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A

At W M e et bt

CERTIFICATION-~DETERMINATION

Pursuant to the authority vestéd in the Sectetary of Imterior,
under the sct approved February 25, 1920, 41 Stat, 437, as amended,
30 U. s. C, secs., 181, et seq., and delegated to the Ares Oil and Gas
Supervisors of the Geological Survey, I do hereby:

A, Approve the attached agreement for the development and

operation of the Azotea Mesa 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
conaserving the natural resources. '

C. Certify and determine that the drilling, producing,
rental, minimum royaity, and royalty requirements of all Federal
leases conmitted to sald agreement are hereby established, altered,
changed, or revcked to conform with the terms and conditiona of this

agreement.

Dated December 20, 1973 .

Contract Numbar __14-08-0001-13509
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UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION
OF THE
AZOTEA MESA UNIT AREA
COUNTY OF LDDY
STATE OF NEW MEXICO

NO.

THIS AGREEMENT, entered into as of the 15th day of Octgber
19 73 , by and between the partiles suybscribing, ratifying, or conseanting
hereto, and herein referred to as the "parties hereto,"

WITNESSETH:

WHEREAS the partiles hereto are the owners of working, royalty, or other
5il and gas intc

WHEREAS the Mineral Leasing Act of February 25, 1920, 41 Stat. 437, as
amended, 30 U. S. C. Secs. i81 et seq., authorizes Federal lessees and their
representatives to unite with each other, or jointly cr separately wi;h oth-
ers, in collectively adopting and operating a cooperative or umit plan of
development or operation of any oil or gas pool, field, or like area, or any
part thereof for the purpose of more properly conserving the natural re-
gources thereof whenever determined and certified by the Secretary of the
Interior to be necessary or advisable In the public interest; and

WHEREAS, the Commissioner of Public Lands of the State of New Mexico is
authorized by an Act of the Legislature (Sec. 7-11-39 N.M., Statutes 1953 An-
notated) to consent to or approve this agreement on behalf of the Statc of
New Mexico, Insofar as it covers and Includes lands and mineral interests
of the Statc of New Mexlico; and

WHEREAS, the 011 Conservation Commigslon of the State of hew Hexico is
authorized by an Act of the Legislature (Article 3, Chapter 65, Voi. 9, Part
2, 1953 Stuiutes) to approve this agreement and the conservation provisions
hereof; and

WHEREAS the parties hereto hold sufficlent Interesgts in the Azotea Mesa

Unit Area covering the land hereinafter described to give reiasonably of foec-
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34

tive control of operations therein; and

WHEREAS {t is the purpose of the parties hereto to conserve natural re-
sources, prevent waste, and secure other benefits obtalnable through devel-
opment and operation of the area subject to this agreement under the terms,
conditions, and limitations hereln set forth:

NOW, THEREFORE, in consideration of the premises and the promises here-
in contained, the parties hereto commit to this agreement their respective

interests in ﬁhe below-defined unit area, and agree severally among them-
selves 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 thercunder or
valid, pertinent, and reasonable regulations hereafter issued thereunder are
accepted and made a part of this agreement as to Federal lands, provided such
regulations are not inconsistent with the terms of this agreement; and as to
non-Federal lands, the oil and gas operating regulations in effect as of the
effective date hereof governing drilling and producing operations, not incon-
sistent with the terms hereof or the laws of the Staie in which the non-
Federal land is located, are hereby accepted and made a part of this agree-
ment.

2. UNIT AREA. Thc area specified on the map attached hereto marked
Exhibit A is hereby designated and recognized as constituting the unit area,
containing 5,685.69 acres, more or less,

Exhibit A shows, 1in addition to the boundary of ¢t
houndaries and identity of tracts and leascs 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 acrecage, percentage, and kind of own-

i ership of o1l and gas interests in all land in the unit area. However,
nothing hercin or in sald schedule or map shall be construed as a representa-
tion by any party hereto as to the ownership ol aay Intcerest other than such

interest or interests as are shown in said map cr schedule as owned by such
party. Exhibits A and B shall be revised by the Unit Operator whencver
changes in the unit area render such revision necessary, or when requested

by the 011 and Gas Supervisor, hereinafter referred to as "Supervisor," or

a2
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when requested by the Commissioner of Public Lands of the State of New iexico,
hereilnafter referred to as "Commissicner,'" and not less than five copies of
the revised exhibits shall be filed with the Supervisor, and two cbpies
thereof shall be filed with the Commissioner, and one copy with the New
Mexico 0il Conservation Commission, herelnafter referred to as '"Commission."

The above-described unit arca shall when practicable be cxpanded to
iiaclude 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 contrac-
tion shall be effecied i the fcllewing manner:

(a) Unit Operator, on 1ts own motion or on demand of the Director
of the Geological Survey, hereinafter referred to as "Director,'" or on de-
mand of the Commissioner, after preliminary concurrence by the Director and
the Commissioner, shall prepare a notice of proposed expansion or contraction
describing the contemplated changes in the boundaries of the unit area, the
reasons therefor, and the proposed effectlve date thereof, preferably the
first day of a month subsequent to the date of notlce.

{b) Said notice shall be delivered to the Supervisor, the Commis-
sioner and the Commission and copies thereof mailed to the last known address

[

zch working iuterest owner, lessee, and lessor whose interests are af-

)
{4

fected, advising that 30 days will be allowed for submission to the Unit Op-
erator of any objections.

(c) VUpon expiration of the 30-day period provided in the preceding
item (b) hereof, Unlt Operator shall file with the Supervisor, the Commis-
sioner and the Commission evidence of malling of the notice of expansion or
contraction and a copy of any objections thercto which have been filed with
the Unit Operator, together with ar application in sufficient aumber,or
approval of such expanslou or contraction and with appropriate joinders.

(d) After due consideratlion of all pertinent information, the ex-
pansion or contraction shail, upon approval by the Supervagor, the Commis-
sloner and the Commlission, beccme effectlive as of the date prescribed in the
notice thereof.

(e) All legal subdivislons of lands {i.c., 40 acres by Govcrament

survey or its unearest lot or tract equivalent; in (nstances of irregular
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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 Initlal participating area established under
this unit agreement, shall be eliminated automatically from this agreement,
effective as of saild fifth anniversary, and such lands shall no longer be a
part of the unit area and shall no longer be subject to this agreement, un-
less diligent drilling operations are 1n progress on unitized lands not en-
titled to participation on said fifth anniversary, in which event all such
lands shall remain subject hereto so long as such drilling operations are
continued diligently, with not more than 90 days' time elapsing between the
completion of one well and the commencement of the next well. All legal
subaivigsions of lands not entitled tc be In a participating area within 10
years after the effective date of the first initial participating arca ap-
proved under this agreement shall be automatically eliminated from this
agreement as of said tenth anniversary. All lands proved productive by
diligent drilling operations after the aforesald 5-year period shall become
participating in the same maancr as during said S5-year period. However,
when such diiigeni drilling cperations cease, all nonparticipating lands
shall be automatically eliminated effective as of the 9lst day thereafter.
The Unit Operator shall, within 90 days after the effective date of any elim-
ination hereunder, describe the area so eliminated to the satisfaction of
the Supeirvisor and the Commissioner, and promptly notify all parties in in-
terest.,

If conditicns warrant extension of the 10-year period specified in
this subsection 2(e), a single cxtension of not to exceed 2 years may be
accomplished by consent of the owners of 907 of the working interests in
the current nonparticipating unitlized lands 2nd the owners of 607 of the
basic royalty Interests (exclusive of the basle royalty interests of the

United States) 1in nonparvticipating unitized lands with approval of the

il Diractor and Commissioner, provided such cxtension application Is submittod

to the Director and Commiss‘oner not later than 60 days prior to the cxpira-
tion of said 10-year period.

Any expansion of the unit arca pursuant to this sccetlon whilch cem-
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braces lands theretofore eliminated pursuwant to this subsection 2(e) shall
not be considered automatic commitment or recommitment of such lands.

3. UNITIZED LAND AND UNITIZED SUBSTANCES. All land committed to this
agreement shall constitute land referred to herein as "unitized land" or
"land subject to this agreement.'" All oil 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, UNLT OPERATOR. Cities Service Uil Company is liereby designatced as
Init Operator and by signature hereto as Unit Operator agrees and consents
to accept the duties and obligations cf Unit Operator for the discovery,
development and production of unitized substances as herein provided. When-
ever 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 I{nterest is owned by it.

S. RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit Operator shall have
the right to resign at any time prior to the establishment of a participating
dita vi arcas acioeunder, but such resignation shall not become effective so
as to release Unit Operator from the duties and obligations of Unit Operator
and terminate Unit Operator's rights as such for a period of 6 months after
notice of intention to recign has been served by Unit Operator on all work-
and until all wells then drilled herecunder are placed In a satisfactory con-
dition for suspension or abandonment, whichever is required bf‘the Supervisor

as to Federal lands and by the Commission as to State and privately owned

iands, unless a new Unit Operator shall have been selected and approved and

| ehall have taken over and assumed the duties and onllgations of Unit Operator

prior to the explration of sald period.

Unit Operator shall have the right to resign in llke manner and
subject to like limitations as above provided at any time a participating
area established hereunder is in existence, but, in all Iinstances of resigna-

tion or removal, until a successor Unit Operator is szlected and approved as

hereinafter provided, the working interest owners shall be jointly rcsponsih107
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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 Qperator shall not release Unit Operator
from any liability for any default by it hereunder occurring prior to the
effective date of 1ts vesignation.

The Unit Operator may, upon default or failure in the performance
of its dutles or obligations hereunder, be subject to removal by the same
percentage vote of the owners of working interests as herein provided for the
gelection of a new Unit Operator. Such removal shall be effeciive upon no-
tice thereof to the Supervisor and the CommissiGiici.

Thé resignation 6r removal of Unit QOperator under thils agreement
shall not terminate its right, title or interest as the owner of a working
interest or other interest in unitized substances, but upon the resignation
or removal of Unit Operator becoming effective, such Unit Operator shall de-
liver possession cf 211 wells, equipment, materials and appurtenances used
in conducting the unit operations to the new duly qualified successor Unit
Operator or to the common agent, if no such new Unit Operator is elected, to
be used for the purpose of conducting unii cpcrations hereunder. Nothing
herein shall be comstrued as authorizing removal of any wmaterial, equiprent
and appurtenances needed for the preservation of any wells.

6. SUCCESSOR UNIT OPERATOR. Whenever the Unit Operator shall tender
his or its resignation of Unit Operator or shall be removed as hereinabove
provided, or a change of Unit Operator is negotiated by working iInterest
owners, the owners of the working interests 1In the participating area or
areas according to their respective acreage interests in such participaiing
area or areas, or, until a participating arca shall have been established,
the owners oi the working interests according to their respective acreage in-
terests i{n all unitized land, shall by majority vote sclect a successor Unit
Operator: Provided; That, {f a majority but less than 75 percent of the
working interests qualified to vote are owned by one party to this aprecement,
a concurring vote of one or morc additlonal working intcrest owners shall be

required to select a new operator. Such sclection shall aot become erfectfve

funtil:
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(a) a Unit Operator so selected shall accept in writing the dutiecs

and responsibilities of Unit QOperatar, and

{b) the seclection shall have been approved by the Supervisor and

Commissioner.

If no successor Unit Operator is selected and qualified as hercin
provided, the Director and Commissioner at their election may declare this
unit agreement terminated,

7. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMUENT. If the Unit
Operator is not the sole owner of working interest, costs and expenses in~
curred by Unit Operator in conducting unit operations hercunder shall be paid
ana apptrtioned among and borne by the owners of working interests, all in
accordance with the agireement or agreements cntered into by and between the
Unit Operator ard the owners of working interests, whether one or more, sepa-
rately or collectively. Any agreement or agreements entered into between the
working interest owners and the Unit Operator as provided in this section,
whether one or more, are herein referred to as the "unit operating zgreement."
Such unit operating agreement shall also provide the manuer in which the work-
Ing interest owners shall be entitled to receive thelr respective proportion-
ate and allocated share of the benefits accrulng hereto in conformity with
tlielr underlying onerating agreements, leases or other independent contracts,
and such other rights and obligations as between Unit Operator and the worxk-
ing interest owners; however, no such unit operating agreement sihail b decomed
either o wodify any of the terms and conditions of this unit agreement or to
relieve the Unit Operator of any right or obligation established under this
unit agreement, and in case of any inconsisiency or conflict between this
unit agreement and the unit operating agreement, this unit agreement shall
govarn, Three true copies of any unit operating agreement executed pursuant
to this sectlion should be [iled with the Supervisor and two true copies with
the Commissioner and one true copy with the Commisslon, prlor to approval of
this unit agreement.

B. RIGHTS AND OBLIGATIONS OF UNJT OPERATOR. LExcept as otherwise spe-
cifically provided herein, the exclusive right, privilcge, ana duty of exer-
clsing any and all rights of the parties hereto which are necessary or con-

venient for progpecting for, producing, storiny, allocating, and distributing
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the unltized substances are hereby delegated to and shall be exercised by the |
Unit Operator as hereln provided. Acceptable evidence of title to said rightsi
shall be deposited with said Unit Operator and, together with this agreement,
shall constitute and define the rights, privileges, and obllgations of Unit ;
Operator. HNothin herein, however, shall be construed to transfer title to

any land or to any lease or operating agreement, it being understood that un-
der this agreement the Unit Operator, in its capacity as Unit Operator, shall
exercise the rights of possession and use vested In the parties hercto only
for the purposes herein specified.

2. DRILLING TO DISCOVERY. Within 6 months after the eifective date
hereof, the Unit Operator shall begin to drill an adcguate test well at a
location approved by the Supervisor, if on Federal land, or by the Commission-
er if on State land, or by the Commission if on fee laud, unless on such ef- i
fective date a well is being drilled conformably with the terms hereof, and

thereafter continue such drilling diligently until the Morrow formation has

been tested or until at a lesser depth unitized substances shall be discovered;
i
which can be produced in paying quantities (to-wit: quantities sufficient io i

repay the cosis of drilling, completing, and producing cperations, with a
reasoneble profit) or the Unit COperator shall at any time establish to the
satisfaction of the Supcrvisor if located on Federal lands, or the Commis-

.
L

sivacr 1f located on State lands, or the Commission if located on fec lands,

e et ¢ o e ot o et g it

that further drilling of said well would be unwairanted or impracticable,

provided, however, that Unit Operator shall not in any event be required to
drill said well to a depth in excess of 10,800 fect. Until the discovery of
a deposit of unitized substances capable of being produced in paying guanti-

ties, 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 producing unitized substances fn

paylng quantitlics is completed to the satisfaction of sald Supervisor if on

Federal land, or the Commissioner if on State land, or the Commission if on

fee land, or until it is reasonably proved that the unltized land is Lncapa-~

ble of producing unitized substances in paying quantities in the formatious g
drilled hereunder Nothing in this section shall be deemed to limit the |

right of the Unit Operator to resign as provided In Scection 5 hereof, or as
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requiring Unit Operator Lo commence or continue any drilling during the
period pending esuch resignation becoming effective in order fo comply with
the requirements of this section, The Supervisor and Commissioner may modify
the drilling requirements of this section by granting reasonable extensions
of time when, in their opinion, such action is warranted. Upon failure to
commence any well provided for in tiils scction within the time allowed, in-
cluding any extension of time granted by the Supervisor and the Commissioner,
this agreement will automatically terminate; upon failure to continue drill-
ing diligently any well commenced hereunder, the Supervisor and Commissioner
may, after i3 days' noticc te the Unit Operator, declare this unit agreement
terminated.

10. PLAN OF FURTHER DEVELOPMENYT AND OPERATION. Within 6 months after
completion of a well capable of producing unitized substances in paying quan-
tities, the Unit Operator shall submit for the approval of the Supervisor and
the Commisasioner an acceptable plan of development and operation for the unit-
ized land which, when approved by the Supervisor and the Commissioner, shall
constitute the further drilling and operating obligations of the Unit Operator
under this agreement for the period specified therein. Thereaiter, from time

to time before the expiration oi auy existing plan, the Ilnit (Operator shall

b )

submit for the approval of the Supervisor and the Commissioner a pian ior an

additional specified pericd for the development and operation of the unitized

Any plaun submitted pursuvant ro this section shall provide for the
exploration of the unitized area and for the diligent drilling necessary iox
determination of the area or areas thereof capable of producing unitized sub-

stances in paying quantitles in each and every productive formation and shali

be as complete and adequate as the Supervisor, the Commisslioner and Commission

may determine to be necessary for tlwely development and proper counservation
of the o1l and gas resources of the unitized arca and shatl:
(a) specify the number and locations of any wells 1o be drilled
and the proposed order and time for such drilling; and
(b) to the extent practicable, speclfy the operating practices
regarded as necessary and advisable for proper conservation of

natural resources.
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Separate plans may be submitted for separace productive zoncs, subject to
the approval of the Supervisor, the Commissioner and the Commission.

Plans shall be modified or supplemented when necessary to meet
changed conditions or to protect the interests of all parties to this agree-
ment. Reasonable diligence shall be exercised in complying with the oblliga-
tions of the approved plan of development. The Supervisor and Commissioner
are authorized to grant a reasonable extension of the 6-month period herein
preecribed for submission of an initial plan of development where such action
is juetified because of unusual conditions or circumstances. After comple-
tion hereunder of a well capable of producing any unitized substances in pay-
ing quantities, no further wells, except such as may be necessary to afford
protection against operations not under this agreement and such as may be
specifically approved by the Supervisor and the Commissioner, 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 produciang unitized substances 1n paying quauniitics cr a2s soon thereafter

as required by the Supervisor and Commissioner, the Unit Operator shall sub-

. aubdiviszions of the pnblic 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 Supervisor and Commissioner to con-
stitute a participating area, effective as of the date of completinn of such
well or the effective date of this unit agreement, whichever is latii. The
acreages of boih Tederal and non-Federal lands shall be based upon appropri-
ate computatlous from the courses and distances shown on 1e last approved
public land survey as of the effective date of cach initial participating
area, Sald schedule shall also set forth the percentage of unitized sub-
stances to be allocated as herein provided to cach tract in the participating
area sc established, and shall govern the allocation of production commenc-
ing with the effective date of the partlclpating area. A separale partici-
pating area shall be established for cach separate pool or deposit of unit-
ized substances or for any group thereof which I¢ produced as a single pool
or zone, and any two or more particlpating areas so cstablished miy be com-

bined Into one, on approval of the Supervisor and Commissloner. When pro-

-10-
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duction from two or more participating areas, so established, is shbséquently
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 Supervisor and Commissioner. The participating area

or areas so established shall be revised [rom time to time, subject to like
approval, to include additional land then regarded as reasomnably proved to

be productive in paying quantities or necessary for unit operations, or to
exclude land then ;egarded as reasonably proved not to be productive in pay-
ing quantities and the schedule of allocation percentages shall be revised
accordLugly. The cffective date of any revision shall be the first day of
the month In which i1s obtained the knowledge or information on which such
revision is predicated, provided, however, that a more appropriate effective
date may be used if justified by the Unit Operator and approved by the Super-
visor and Commissioner. No land shall be excluded from a participating area
on account of depletion of the unitized substances, except that any partici-
pating area established uader the provisions of this unit agreement shall
terminate automatically whenever all compietions in the formation on which
the participating area is based are abandoned.

It is the iutent 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, noth-
ing herein contained shall be construed as requiring any retroactive adjust-
meui fur producticn chtalned nrinr ro the ceffective date of the revision of
the participating area.

In the absence of agreement at any time between the Unit Operator
and the Supervisor aund Commissioner as to the proper deflnition or redefini-
tion of a participating area, or until a participating area has, or areas
have, been established as provided hevein, tho portlon of all payments af-
fected thereby shall be impounded {n a manner mutually acceptable to the own-
ers of working interests and the Supervisor and Commissloner. Royaltiecs duce

the United States and the State of New Mexlco, which shall be determined by

the Supervisor for Federal land and the Commissioner for State land and the
amount thereof shall be deposited, as dirvccted by the Supervisor and Comnls-
gloner respectlvely, to be held as unearnced money unt Il o particlpating area

-11-
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is finally approved and then applied as earned or returned in accordance with

i
|
;
1
i
1

a determination of the sum due as Federal and State royalty on the basis of
such approved particlpating area.

Whenever it is determined, subject to the approval of the Supervisor
as to wells drilled on Federal land and of the Commissioner as to wells
drilled on State land, that a well drilled under this agreement iLs not capable
of production in paying quantities and inclusion of the land on which it is
situated in a participating area 1Is unwarranted, production from such well
shall, for the purposes of settlement of all parties other than working in-
tereat ownera, be allocated to the land con which the well is
such land is already within the participatiné area #stablished 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
opérating agreement.

12. ALLOCATION OF PRODUCTION. All unitized substances produced from
each participating area established under this agreement, except any part
thereof used in conformity with good operating practices within the unitized
area for drillir;, operating, camp and other production or development pur-
puses, for repressuring or recycling in accordance with a pian of deveiop-
went approved by the Supervisor and Commissioner, or unavoidably lost, shall
be deemed to be produced equally on an acreage basis from the several tracts
of unitized land of the participating area =stablished for such production
and, for the purpose of determining any benefits accruing under this agree-
ment, each such tract of unitized land shall have allocated to it such per-
centage of said production as the number of acres of such tract included in

sald participating area bears to the total acres of unitized land in said

participating area, except that allocation of production hereunder for pur-

poses other than for settlement of the royalty, overriding royalty, or pay- |

ment out of productlon obligations ol the respective worklng Interest owners,

shall be on the basis prescribed In the unlt operating agrecment waeilicr in |
|
conformity with the basls of allocatlon herein sct Torth or otherwlise, 1L iy } )

hereby agreed that production of unitized subslances from a participating uruni
|
ghall be allocated as provided hercin regardless of whether any wells are |

i

Arilled on any particuvlar part or tract of sald particlpating arca. 1f any
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gas produced from one participating area is used for repressuring or recycling

purposes In another participating area, the first gas withdrawn from such

last mentioneé 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 produced as such area was last
defined at the time of such final production.

N OF NON-TARTICIPATING LAND OR FORMATIONS.

Any party hereto owning or controlling the working interest in any unitized :
land having thereon a regular well location may with the approval of the
Supervisor as to Federal land, the Commissioner as to State land and the Com-
mission as to privately owned land, at such barty's'sole risk, cost and ex-
pense, drill a well to test any formation for which a participating area has
not been established or to test any formation for which a participating area
he§ been established if such location 1s not within said particip;ting area,
unless within 90 days of receipt of notice from said party of his irtention

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 owﬁer 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 therealter be
operated by the Unit Operator in accordance with the terms of this agreement
and the unit operating agreement.

If any well drilled as aforesald by a working interest owner obtains
production in quantities insufficient to justify the inclusion of the land
upon which such well i{s situated In a participating arca, such well may be
operated and produced by the party drilling the same subject to the conser-
vation requirements of this agreement. The royaltles {n amount or valuc of

production from any such well shall be pald as specificed in the underiyling

lease and agrcements affected. ;
3

t

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

i

owner who 1s entitled to take in kind a sharc of the substances now unitized
|

i

i
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hereunder shall hereafter be entitled to the right to take in kind its share
of the unitized substances, and the Unlit Operator, or the working interest
owner In case of the operation of a well by a working interest owner as here-
In nrovided for in special cases, shall make deliverles of such royalty share
taken in kind in conformity with the applicable contracts, laws and regula-
tions. Settlement for royalty interest not taken in kind shall be made by
working interest ownerez responsible therefor under existing contracts, laws
and regulations, or by the Unit Operator, on or before the last day of each
month for unitized substances produced during the preceding calendar month;
provided, however, that nothing herein contained shall operate to relieve the
lessees of any land from thelr respective lease obligations for the payment
of any royalties due under thelr leases.

if gas obtained from lands not subject to this agreement is intro-
duced into an§ participating area hereunder, for use in repressuring, stimu-
lation of production, or increasing ultimate recovery, in conformity with a
plan of operations approved by the Supervisor, the Commissioner, and Commis-
glen, a like amount of gas, after settlement as herein provided for any gas
transferred from any other participating area and with appropriate deduction
for lcgs from any cause, may be withdrawn from the formation in which the
gas is introduced, royalty fr2e as to dry gas, but not as to any products
which may be extracted therefrom; provided that such withdrawal shall bhe at
such time as may be provided in the approved plan of cperations or as may
otherwise be consented to by ithwe Supecvisor, the T~ ‘isgicner a2nd Commission
as confurming to good petroleum engineering practice; and provided further,
that such right of withdrawal shall terminate on the termination of this unit
agreement.,

Royalty due the United States shall be computed as provided in the
operating regulations wnd paid in value or delivered in kind as to all unic-

{ized substances on the basis of the amounts thercof allocated to unitized

. Federal land as provided hercin at the rate specilied 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 oo
the average production per well, sald average production shall be determined

in accordance with the operating regulations as though eech participatlog
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States subject to this agieewcat shall he paild at the rate specified in the

area were a single consolidated lease. {
Royalty due on account of State lands shall be computed and paid
on the basis of all unitized substances allocated to such lands,

15. RENTAL SETTLEMENT. Rental or minimum royalties due on leases com-
mitted hereto shall be paid by working interest owners responsible therefor
under existing contracts, laws and'regulations, provided that nothing herecin
contained shall operate to relieve the lessees of any land from their re-
spective lease obligations for the payment of any rental or minimum royalty
due under their leases. Rental or mimimum royalty for lands of the United
!
respective leases from the United States unless such rental or mimimum royalty!
is walved, suspended or reduced by law or by approval of the Secretary or his
duly authorized representative.

Rentals on State of New Mexico lands subject to this agreement shall
be paid at the rates specified in the respective leases.

With respect to any lease on non-Federal land containing provisions
vhich would terminate such lease unless drilling operations are commenced
upon the land covered thereby within the time therein specified or rentals are
paid for the privilege of defterring such d:iiling cperations. the rentals re-
quired thereby shall, notwithstanding any cther provisions of this agreement,
be deemed to accrue and become payable during the term thereof as extended by
this agreement and until the required drilling operations are commenced upon
the land covered thereby or until some portion of such land is included with-~
in a participating area.

16. CONSERVATION. Operations hereunder and production of unitized sub-
etances 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. DRAINAGLE. The Unit Operator shall take such measures as the Super-

visor and Commissioner deem appropriate and adequate to prevent dralnage of i
unitized substances from unitized land by wells on land not subject to Uhis i
agreement.

13, LEASES AND CONVRACTS CONFORMED AND EXTENDED. The terms, conditions,

and provisions of all leases, subleascs and other conlracts relating to ex-
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ploration, drilling, development or operations for oil or gas on lands com-
mitted to this agreement are hereby expressly modified and amended to the ex-
tent necessary to make the same conform to ;he provisions hereof, but other-~
wise to remain in full force and effect; anc the parties hereto hereby con-
sent that the Secretary as to Federal leases and the Commissioner as to State
leases shall and each by his approval hereof, or by the approval hereof by
thelr duly authorized representatives, do hereby establish, alter, change or
revoke the drilling, producing, rental, minimum royalty and royalty require-
ments of Federal and State leases committed lereto and the regulations in re-

gpect thereto to conform sald requirements to the provisions of this aprec-—

)

ment, and, without limiting the generallty of thc fo

r{

cgoing, all leascs, sub-
leases, and contracts are particularly modlfied in accordance with the fol-
lowing:
{(a) The development and operation of lands subject to this agree-
ment under the terms herecf shall be deemed full performance of all
obligations for development and coperation with respect to each and
every separately owned tract subject to this agreement, regardless
of whether there is any development of any particular tract of the
unlt area.
(b) Drllllhg and producing operations performed hereunder upon
any tract of unitized land will be accepted and deemed to be per-
formed upon and for the benefit of each and every tract of unitized
land, a.d 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 and Commis-—
sioner or their duly authorized representatives shall be deemed to
constitute such guspenslon pursuant to such directlon or consent
as to cach and every lract of unitized land., A suspenslon of drill-
ing or producing operatfons llmfted Lo speciflcd Tands shall be ap-
plicable only to such lands.
(d) Each lease, subleasc or contract relating to the exploration,
drilling, development or operation for oll or gas of lands otaer

than those of the United States or Stiate of New Mexlco commit teed
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to this agreement, which, by its terms might explre prior to the
termination of this agreement, is hereby extended beyond any such
term so provided therein so that it shall be continued in full
force and effect for and during the term of this agreement,

(e) Any Federal lease for a fixed term of twenty (20) years or any
renewal thereof or any part of such lease which is made subject to
this agreement shall continue in force beyond the term provided
therein until the termination hereof. Any other Federal lease com-
mitted hereto shall continue in force beéyond the term so provided
therein or by law as to the land committed so long as such lease re-
mains subject hereto, provided that production is had in paying
quantities under this unit agreement prior to the expiration date
of the term of such lease, or in the event actual drilling opera-
tions are commenced or. unitized lands, in accordance with the pro-
visions of thils 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 ail

]

or gas 1lg produeced in paying quantities in accordance with the pro-
visions »f the Mineral Leasing Act Revision of 1960.

(f) Each sublease or contract relating to the opuraticn and devel-
opment of unitized substances from lands off the United Staies com-
mitted to this agreement, which by its terms would expire prior to
ihe time at vhich the underlying lease, as extended by the immcdi-
ately preceding paragraph, will exnire, is hereby extended Leyond
any such term so provided therein so that i% shall be continued in
full force and effect for and during the term of the underlying
lease as such term is herein extended,

(g) Any lease cmbracling lands of the State of New Mexico which Is
made subject to this agreement, shall contlnue in force beyond the
term provided therein ag to the lands commlitted hercto until vhe
terminaticn hereof, subject to the provisions of subscction (¢) of
Section 2 and subsection (1) of this Secction 18,

(h} The segregation of any Vederal lease comitted to this agree-

ment ls governed by the followling provisons in the fourth paragraph
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of Sec. 17(j) of the Hineral Leasing Act, as amended by the Act of
September 2, 1960 (74 Stat. 781-784): "Any (Foderal) lease hereto-
fore or hercafter commited to any such (unit) plan embraciug lands
that are in part within and in part outside of the area covered by
any such plan shall be segregated Into separate leases as to the
lands committed and the lands not committed as of the effective date

of unitizatican: 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 seg-
regation and so long thereafter as oll or gas is produced in paying
quantities."

(1) Any lease embracing lands of the State of New Mexico 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; provided, how-
ever, notwithstanding any of the provisions of this agreement tc the
contrary, any lease embracing lands of the State of New Mexico hav-
ing only a portion of its lands committed hereto shall continue in
full force and effect beyond the term provided therein as to all
lands embraced in such lease, if o0il or gas is discovered aud is
capable of being produced in paying quantities from some part of
the lands embraced in such lease at the expiration of the secondary
term of such leases or {f, at the expiration of the secondary term,
the lessee or Unilt Operator is then engaged in bona fide drilling
or reworking operations on some part of the iands embraced in such
leage, the same, as to all lands embraced therein, shall remain in
full force and effect so loeg as such operations are being diligent-

ly prosecuted, and if they result in the production of ofl or gas,

gald leasc shall contlnue In full Torce and effect as te all of Lthe
lands embraced therein, so long thereafter as oll or gas In paylng
quantities is being produced from any portion of sald lands.

(1) Any lease, other than a Fedcral leasc, having only a portion of

its lands committed hereto shall be secgregated as to the portion
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1 committed and the portion not committed, and the provisions of such 1
2 lease shall apply scparately to such segregated portions commencing 1 2
3 as of the effective date hereof. In the event any such lease pro- 5 3
4 vides for a lump sum rental payment, such payuent shall be prorated E 4
5 between the portions so segregated in proportion to the acreage of i 5
6 the respective tracts. i 6
7 19. COVENANTS RUN WITH LAND. The covenants herein shall be construed E 7
8 to be covenants running with the land with respect to the interest of the ; 8
9 parties hereto and thelr successors in interest until this agreement termi- | a9
10 nates, and any grant, transfer, or conveyance of interest in land or leases ; 10
11 subject hereto shall be and hereby is conditioned upon the assumption of all é 11
12 privileges and obligations hereunder by the grantee, transferee or other suc- L 12
13 cessor In interest. No assignment or transfer of any working interest, roy- ; 13
14 alty, or other interest subject hereto shall be binding upon Unit Operator E 14
> 15 until the first day of the calendar month after Unit Operator is furnished i 15
16 with the original, photostatic, or certified copy of the instrument »f trans- ' 16
17 ier. i7
18 ! 20. EFFECTIVE DATE AND TERM. This agreement shall become i ffective upon 18
19 approval by the Secretary and Commissioner, or their duly auihorized repre- ' 19
20 sentatives and shall L:rminate five (5) years from said effective date unless:| 20
21 (a) such date of expiration is extended bv the Director and Commis- 21
22 sioner, or 22

73 (b) it 1s reasonably determined prior to the expiration of the fixed, 23 l
24 term or any extension thereof that the unitized land is incapable of E 24
25 sroduction of unitized substances in paying quantities in the forma- E 25
26 tions tested hereunder and after notice of intention te terminate E 26
27 the agreement on such ground is given by the Unit Operator to all ; 27
28 parties in Interest at their last known addresses, che agrecment fs E 28
’ 29 terminated with the approval of the Supervisor and the Commissioner, ! 29
30 or b0
31 {c) a valuable discovery of unitlzed substances hayg been made or Y
32 accepted on unitized land during sald Inltial term oi any cxtenslon f 37
33 thereof, In which event the agrcement shall remain in effect for such 13
34 term and so long as unitized substances can be produced in qunntiticsf 34
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sufficlent to pay for the cost of produqing same from wells on unit-
ized land within any participating area established hereunder and,
should production cease, so long thereafter as diligent operations
are In progress for the restoration of production or discovery of
new production and so long thereafter as unitized substances so dis-
covered 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 signatory hereto, with
the approval of the Supervisor and Commissioner; notice of any such approval
to be given by the Unit Operator to all parties hereto.

21. RATE OF PROSPECTING, DEVELOPMENT AND PRODUCTION. The Director is
hereby vested with authority to alter or quify from time to time in his dis-
cretion 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
18 established, rgcognized and generally adhered to by the majority of opera-
tors in such State, such authority being hereby limited to alteraticn cor mcdi
fication in the public {nterest, thee purpose thereot 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 discretionm the rate of
prospecting and development and the quantity and rate of production under
this agreement when such altevation or wodlfication is in the Iatcerest of at-
taining the conservatlon objectives stated in this agreement and is nol in
violation of any applicable Federal or State law; provided, further, that no
guch alteration or modification shall be effective as to any land of the State
of New Mexico, as to the rate ol prospecting and developing In the absence of
the specific written approval thereol by the Commissioner and as to any lands
cf the State of New Mexlco or privately owned lands subject to this agrcement

as to the quantity and rate of production in the absence of specilic written

| approval thereof by the Commission,

Powers In this section vested in the bircctor shall only be exer-

cised after noclce to Untt Operator and opportunlty for hearing to be beld
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not less than 15 days {rom notice.

22, CONFLICT OF SUPERVISION. Neither the Unit Operator nor the working
interest owners nor auny of them shall be subject to any forfeiture, termina- :
tion or expiration of any rights hereunder or under any leases or contracts i
subject hereto, or to any penalty or liablllity on account of delay or failure §
in whole or in part to comply with any applicable provision thereof to the 5
extent that the Unit Operator, wcrking interest owners or any of them are hin—i
dered, delayed or prevented from complying therewlth by reason of failure of !
the Unit Operator to obtain in the exercise of due diligence, the concurrence
of proper representatives of the United States and proper representatives of

the State of New Mexico in and about any matters or things concerning which it

is required herein that such concurrence be obtalned. The parties hereto, in-

cluding the Commission, agree that all powetrs and authority vested in the Com-

|
|
{
mission in and by any provisions of this agreement are vested in the Commis- ,
sion and shall be exercised by it pursuant to the provisions of the laws of I
the State of New Mexlco and subject in any case to appeal or judicial review %
as may now or hereafter be provided by the laws of the State of New Mexico.

23, APPEARANCES. Unit Operator

Al
1tax

, after notice to other parties af-

14
[

(49

fected, have the righr tov appear for

-
L&

cn behalf of any and all interests

L3

atfected hereby before the Department of the Interior, the Commissioner of
Public Lands of the State of NMew Mexico and the New Mexico 0il Conservation
Commission and to appeal from orders issued under the regulations of said
Department, the Commission or Commissioner or to apply for relief from any of
sald regulations or in any procecdingc relative ro operations before the De--
partment of the Interfor, the Commissioner, or Commission, or any other legal-!

ly constituted authority; provided, hewever, that anv other interested party

shall also have the ripght at his own cxpense to be heard in any such proceed- |
ing.
24. NOLICES. All notlices, demands or statements reguived herceunder bo

be given or rendered to the parties hereto shall be deemed fully glven If

given in writing and personally delivered to the party or senc by postpaid
registered or certified mail, addressed to such party or parties at their
regspective addresses set forth In connectlon with the signatures heretn or

to the ratification or consent hercol or Lo such other address as any such

=21 -
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party may have furnished in writing to party sending the notice, demanc or
statement,

25. NO WAIVER OF CERTAIN RIGHTS. Nothing in this agreement contained
shall be construed as a waiver by any party hereto of the right to assert
any legal or constitutional right or defense as to the validity or invalidity

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

United States, or regulations issued thereunder in any way affecting such par-|

ty, or as a walver by any such party of any right beyond his or its authority
to waive,

26, UNAVOIDABLE DELAY. All obligations under this agreemeut requiring
the Unit Operator to commence or continue drilling or to operate on or pro-
duce 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 or
in part, by sérikes, acts of God, Federal, State or munlcipal law or agencies,
unavoidable accidents, uncontrollable delays in transportation, inatility to
obtain necessary materials in open market, or other matters beyond the rea-

sonable control of the Unit Operator whether similar to matters herein enu-

y werated or mor. 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 "Unavoid-
able Delay" time shall be made by the Unit Operator subject to approval of the
Supervisor and Commissioner.

27. NONDISCRIMINATION. 1Iu couasotion with rhe performance of work under
this agreement, the Unit Operator agrees to comply with all of the provisions
of section 202 (1) to (7) inclusive of Fxecutive Order 11246 (30 F.R. 12319),
which are hereby Incorporated vy tefercunce in this agreement,

28, LOSS OF TTTLE. In the event title teo any tract of unitized land
shall fail and the true owner cannot be induced to join in this unit agree-
ment, such tract shall be automatically regarded as not committed hercto and
there shall be such readjustment of future cests and benefits as may be re-
quired on account of the loss of such title, Un the cvent of a dispute as
to title to any royalty, workling interest or other Interests subject thereto,

payment or delivery on account thercofl may be withiield without Jiability for

-22-
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interest unti] the dispute is finally settled; provided, that, as to Federal f

and State land or leases, no payments of funds due the United States or State E
of New Mexlico should be withheld, but such funds of the United States shall ;
be deposited as directed by the Sgpervisor and such funds of the State of New i
Mexico shall be deposited as directed by the Commissioner to be held as un- |
earned 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 1Is relieved from any responsibility for any
defect or fallure of any title hereunder.

29. NON-JOINDER AND SUBSEQUENT JOINDER. 1If the owner of any substantial
intereat in a tract within the unit area falls or refuses to subscribe or con-
sent to thisg agreement, the owner of the working interest in that tract may
withdraw saild tract from this agreement by written noxlce delivered to the
Supervisor and the Commissioner and the Unit Operator prior to the approval
of this agreement by the Supervisor and Commissioner. Any oil or gas inter-
ests 1n lands within the unit area not committed hereto prior to subnission
of this agreement for final approval may thereafter be committed hereto by
the owner or owners thereof subscribing or consenting to this agreement, and,
1f the interest 1s a working interest, by the owner of such interest also sub-
scribing 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 1s subject to such reqyirements or approvals, if
any, pertaining to such joinder, as may ke provided for in the unit operating
agreement. After fipnal approval hereol, jolnder by a non-woerking intercst
owner must be consented to In writing by the working interest owner committed

hereto and responsible for the payment sI any benefits that may accrue here-

under 1n behalf of such non-working interest. A non-working Intcrest may not

be committed to this unit agreement unlegs the corresponding working interest
is committed hereto. Jolnder to the unit agreement by a working intercst |

!
owner, at any time, must be accompanied by appropriate jolnder to the unit I

operating agrecment, Iif more than one committed worklng Intercst owner is in-

volved, 1in order for the interest to be regarded as committed to this unit ;
agreement. Except as may otherwise herein be provided, subsecquent joinders ;

i
to this agreement shall Le effective as of the (irst day of the month follow- ;
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ing the filing with the Supcrvisor and the Commissioner of duly executed
counterparts of all or any papers necessary to establish effective commitment
of any tract to this agreement unless objection to such joinder is duly made
within 60 days by the Supervisor. provided, however, that as to State lands
all subsequent joinders must be approved by the Commissioner,

30. SURFACE AND ENVIRONMENTAL PROTECTLON STIPULATIONS. Nothing In this
agreement shall modify any speclal Federal-lease stipulations relating to
surface and environmental protection, attached to and made a part of Uil and
Gas Leases covering lands within the Unit Area.

31. SURFACE MANAGEMENT STIPULATION. Nothing in this agreement shall
modify any special Federal-lezse stipulations relating to surface management,
attached to and made a part of 01l and Gas Leases covcring lands within the
Unit Area.

32, COUNTERPARTS. This agreement may be executed in any number of
counterparts no one of which needs to be executed by all parties or may be
ratified or consented to by separate instrument in writing specifically re-
ferring hereto and shall be binding upon all those parties who have cxeciuied
such a counterpart, ratification, or consent hereto with the same force and

effect as if all such parties had signed the same document gnd regardless of

whether or not it is executed by all other parties owning or claiming an in-

teregt in the lands within the above described unit area.

33. SURRENDER. HNothing in this agreement shall prohibit the exercise
by any working interest owner of the right to surrender vested in such party
by any lease, sublease, or operating agreement &s to ail or any part of the
lands covered thereby, provided that each party who will or might acquire
such working interest by such surrender or by forfeiture as hereafter set
forth, is bound by the terms of this agreement.

If as a result of any such surrender the working interest rights as
to such lands become vested in any party other than the fee owner of the
unitized substances, sald party may forfeit such rights and further beneflits
from operatlon hercunder as to satd ifand to the party next in the chain of

title who shall be and become the owner of such worklng interest,

¢

i
1f as the result ol any such surrender or forfeiture working interest’
rights become vested in the fee owner of the unitized substances, soch owner
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may:

(1) Accept those working interest rights subject to this agreement

and the unit operating agreement; or

(2) Lease the portion of such land as is included in a participating

area established hereunder subject to this agreement and the unit

operating agreement; or

(3) Provide for the independent operation of any part of such land

that are not then included within a participating area established

hereunder.

If the tee owner oi the unitizcd substances does not accept the
working interest rights subject to this agreement and the unit operating
agreement or lease such lands as above provided within six (6) months after
the surrendered or forfeited working interest rights become vested in the fee
owner, the benefits and obligations of operations accruing to such lands un-
der this agreement and the unit operating agreement shall be shared by the
remaining owners of unitized working interests in accordance with their re-
spective working interest ownerships, and such owners of working interests
shall compensate the fee Gwner of unitized substances in such lands by pay-
ing sums equal to the rentals, minimum royalties, and royalties applicable
to such lands under the lease in effect when the lands wcre unitized,

An appropriate accounting and settlement shall be made for all bene-
fits accruing to or payments and expenditures made or incurred on behalf of
such surrendered or forfelted working interest subsequent to the date of
surrender or torfeiture, and paymcut ¢f any monevs found to be owing by such
an accounting shall be made as between the parties within thir+y (30) days.
In the event no unit operating agreement is in existence and a mutually ac-
cepiable agreement between the proper parties thereto cannot be consummated,
the Supervisor may prescribe such rcasonable and equitable agrcement as he
deems warranted under the circumstances,

The exercise of any right vested in a werking interest owner Lo re-
assign such working interest to the party from whom obtained shall be subject
to the same conditions as set forth in this scction in regard to the crer-
cise of a right to surrender,

34, TAXES. The working interest owners shall render and pay for their
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account and the account of the royalty owners all valid taxes on or measured
by the uni{tized substances I[n and under or that may be produced, gathered
and 8nold from the land subject to thils contract after the effective date of
this agreement, or upon the proceeds or net pr;ceeds derived therefrom. The
working interest owners on each tract shall and may charge the proéer pro-
portion of sald taxes to the royalty owners having interests in said tract,
and may currently retain and deduct sufficlent of the unitized substances or
derivative products, or net proceeds thereof from the allocated share of each
royalty owner to secure reimbursement for the taxes so paid. No such taxes
shall be charged to the United States or the State of New Mexico or to any
lessor who has a contract with his lessee which requires the lessee to pay
such taxes,

35. NO PARTNERSHIP, 1t is expreassly agreed that the relation of the
parties hereto is that of independent contractors and nothing ir this agree-
ment contained, expressed or implied, nor any operations conducted hereunder,
shall create or be deemed to have created a partnership or association be-
tween the pvarties hereto or any of them.

IN WITNESS WHEREOF, the parties hereto have caused Liiis agreement
to be executed and have set opposite their respective names the date of exe-

cution.
CITIES SERVICE QIL COMPANY

By

(Date) ' Attorney-in-Fact

Address: P. 0., Box 300
Tulsa, Oklahoma 74102

UNIT OPLRATOR

ALLTED CHEMICAL CORPORNTHON
1300 Wilco Bullding
Midland, Texas 79701

ACLANTIC RICHFIELD COMPANY
P. 0, Box 1610
Midland, Texag 79701

DALPORT OTL CORPORNITON
3471 First National Bank Building
pDallas, Texas 75202
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EL PASO NATURAL GAS COMPANY
1800 Wilco Building
Midland, Texas 79701

FLUOR OIL AND GAS CORPORATION
615 Midland Tower Building
Midland, Texas 79701

GETTY OIL COMPANY
1000 vaughn Building
Midland, Texas 79701

GULF OIL COMPANY
P. 0. Box 1150
Midland, Texas 79701

J. M. HUBER CORPORATION
1900 Wilco Buildiug
Midland, Texas 79701

MR. G. DEE WILLTAMSON
P. 0. Box 2206
Roswell, New Mexico 882C1

THE WISER OIL COMPANY
110 Gihls Tower Last
Midland, Texas 79701

WORKING INTEREST OWNERS

STATE OF OKLAHGMA )
) SS
COUNTY OF TULSA )

On this day of

nnnnnnn 31y ~rmnnarad
pCrSlliGasy Gpplaild

ro me known to be the person who

__, 1973, before me

PR

e i b R ARy etk

executed the foregoing instrument as Attorne,-in-Fact in behalf of CITIES
SERVICE OII, COMPANY, a Delaware corporation, and acknowledged timt he exe-

cuted the same as the free act and deed of said Cities Scrvice 0il Company.

Y )’l.il_r'y— Public
My Commission Expires:

-27 -
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Description of Land

Number
of Acres Date of Lease Ownership

Serial Xo.

and Exp.

Basic Royalitiy
Percentage Lessee of Record

EXHIBIT B

Azotea Mesa Unit
T-23-8, R-24-F

Eddy County, New Mexico

ORR and Percentage

Working Interest anc

A

Section 9: XNE/4, XW/4

SE/4

Section 4: Lots 1, 2,

3, 4, S/2 X/2

Section 5: Lots 1, 2,

3, 4, S/2 N/2

Section 6: Lots 1, 2,

$/2 NE/4, SE/4
Section 8: NW/&4 NW/4

Section 9: NE/&4 SE/4

Section 7: SE/4 NE/4,

SE/4

Section 6: Lots 3, 4,

S, 6, 7, SE/4 NW/4,
E/2 su/4

Section 7: NE/&4 NE/4

E/2 SW/4

Section 7: Tots 3, 4,

Sectizn 18: Lot 1, E/2

W/Z, £/2

Section 17: All

o
o~
)

200.00

.84

.00

.00

.01

.00

.80

.52

.00

NM-0487566
12/31/73

NM-0553776
5/30/74

NM-0554199
7/31/74

NM-0556282
2/28/75

MM-0557138
5/31/75
NM-0557140
5/31/75
NM-0558260
10/31/75

N:-0560246
6/30/76

NM-0560247
6/30/76

12.

12.

12.

12.

12.

12.

[o
D

5%

w
o

W
>

%)
>

.57

.57

Atlantic Richfield
Company

Allied Chemical
Corooration

The Wiser 0il
Company

Atlantic Richfield
Company

Getty 0il Company

Getty 0il Company

J. M. Huber Corpo-
ration

Cities Service 0il
Company

Cities Service 0il
Company

Exhibit B
Page 1

David FTagerness -

Thomas Allen -

None

R. €. Paterson -

Jack Grvmberg and
Jean Burke -

Gayle Hubbard -

Clara MMurphy -
0lin Featherstone II -
4500/ac. out of 3%7%

Gilbert Catanach, Frank
Santana, Dalio Martinez

and E. J. Tloersheim -
Esdras tlartley -

J. M, Dunbar -
Victor Huggins -
Judith Holcomb -

w
o~

Atlantic Richfield C

Allied Chemical Corp{
tion

The Wiser 0il Compan

Atlantic Richfield ¢

Getty 0il Company

Getty 0il Company

J. M. Huber Corporat]y

Cities Service 0il <

Cities Service 0il -}




EXHIBIT B
Azotea Mesa Unit
T-23-S, R-24-F
- Eddv County, Wew Mexico
Serial No.

Number and Exp. Basic Royalty
.and  of Acres Date of Lease Ownership  Percentage lessee of Record _ ORR and Percentage Working Interest and Percentage
NW/4 200.00  NM-0487566 LSA 12.5% Atlantic Richfield David Fagerness - 2% Atlantic Richfield Company 1007
12/31/73 Company
1, 2, 993.84  NM-0553776 r'Sa 12.5% Allied Chemical Thomas Allen - 57 Allied Chemical Corpora-  100%
5/30/74 Corvoration tion
1, 2,
i, 2,
XW/4
SE/4 49.00  NM-0554199 Usa 12.5%2  The Wiser 0il None The Wiser 0il Company 100%
; 7/31/74 Company
|
NE/4, 200.00 NM-0556282 USA 12.5%  Atlauntic Richfield R. . Paterson - 3% Atlantic Richtield Company 100%
i 2/28/75 Company
3, 4. 296.01  NM-0557138 USA 12.5%  Getty 0il Company Jack Grvaberg and Getty 0il Company 1007
/4, 5/31/75 Jean Burke - 57
gNE/4 40.00 NM-0557140 USA 12.5% Getty 0il Company Gayle Hubbard - 5% etry 0Oii Cowmpauy 1007
i 5/31/75
;3, 4, 148.80  NM-0558260 Usa 12.5%2 J. M. Huber Corpo- Clara Murphy - 3% J. M. Huber Corporation 100%
b 10/31/75 ration O0lin Featherstone II -
) $500/ac. out of 3%
)1, E/2 514.52  NM-0560246 USA 12.5% Cities Service 0il Gilbert Catanach, Frank Cities Service 0il Company 100%
r 6/30/76 Company Santana, Dalio Martinez
[ and E. J. Floersheim - 27
r Esdras Hartley - 3%
640.00 NM-0560247 USA 12.5% Cities Service (il .7, M. Dunbar - 1% Cities Service 0il Company 100%
) 6/30/76 Company Victor Huggins - 27
Judith Holcomb - 2%

Exhibit B
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YL/715/73

rev.

Tract

NO.

Number
Description of Land

Serial No.

Basic Rovalty
of Acres Date of Lease Ownership

Percentage

Lessee of Record

ARR and Percentage

Working Interest

10.

11.

12.

13.

14,

15.

16.

19.

20,

Section 7: Lot 2 34.28
Section 8: S/2, NE/4, 680.00
S/2 NW/4, NE/4 NW/4

Section 9: S/2 SE/4

Section 7: W/2 XNE/4&, 160,00
E/2 XW/4

Section 7: Lot 1 34.20
Section 5: SW/4 SW/4 40,00
Section 9: W/2 320.00
Section 5: SE/4, N/2 280.09
SW/4, SE/4 SW/4

Section 4: §/2 320.00

Section 18: Lots 2, 3, 104,04
and 4

TOTAL FEDERAL LANDS

Section 16: SE/4, S/2 280.00
SW/h, NE/4 SW/4

Section 16: N/2, NW/4 360.00
SW/4

TOTAL STAYE LANDS TTB40.00

TOTAL LANDS 5,535,069

5,045.69

and Exp.
NM-0560248 USA
6/30/76
NM-2020 USA
4/30/77
NM-3276 USA
9/30/77
NM-7058 USA
7/31/78
NM-11458 UsA
3/31/80
NM-11798 USA
5/31/80
NM-15288 USA
3/31/82
NM-15288-A USA
3/31/82
NM-18285 USA
4/30/83
L-4224-1 State
2/17/80
L-7035 State
2/15/82

12.5%

12.5%

12.5%

12.5%

12.5%

Getty 0il Companyv

Cities Service 0il
Company

Getty 011 Company

Getty 0il Company

G. Dee Williamson

Gulf 0il Corpora-

tion

Dalport 0il Cor-
poration

El Paso Natural
Gas Company

Fluor 0il and Gas
Corporation

El Paso Yatural
Gas Company

Cities Service Qil
Company

Exhibit B
Page 2

Kirhy Petroleum Company

<7
e

S. R. Hall - 2747
Thomas Allen - 3-1/4%
A. Landsdale - 5%
Louise Safarik - 5%
None

Thomas Allen - 57

None

Dalport 0il Corporation

None

The Wiser 0il Company -

None

Getty 0il Company

Cities Service 0il

Getty 0il Company

Getty 0il Company

G. Dee Williamson

Gulf 0il Corporati

1
Dalport 0il Corpor:

El Paso Natural Ga
pany

Fluor 0il and Gas
ration

E1 Paso Natural (=
Company

Cities Service 0i-




Serial No.

o Number and Exp. Basic Rovalty
‘Land  of Acres Date of Lease Ownership Percentage Lessee of Record ORR and Percentage Working Interest and Percentage
4 34,28 NM-0560248 USA 12.5% Getiy O0il Company Kirby Petroleum Company 5/ Getty 0il Cempany 100%
6/30/76
NE/4, 680.00 NM-2020 LsA 12.5% Cities Service 0il S. R. Hall - 3/4% Cities Service 0il Company 100%
m/4 4130177 Company Thomas Allen - 3-1/4%
E/4
E/4, 160.00 NM-3276 USA 12.5% Getty 0il Company A. Landsdale - 5% Getty 0il Company 100%
9/30/77
)
. 34,20 NM-7058 USA 12.5% Getty 0il Company Louise Safarik - 5% Getty 0il Company 100%
7/31/78
SW/4 40.00 NM-11458 USA 12.5% G. Dee Williamson None G. Dee Williamson 1G0%
3/31/80
320.00 NM-11798 usa 12.5% Gulf 0il Corpora~  Thomas Allen - 5% Gulf 0il Corporation 1007%
5/31/80 tion
N/2 280.00  NM-1528°2 UsA 12.5%  Dalport 0il Cor- None Dalport 0il Corporztion 100%
3/3i/8z2 poration
320.00  NM-15288-4 UsA 12.52 El1 Paso Natural Dalport 0il Corporation 5% Fl1 Paso Natural Gas Com-— 100%
' 3/31/82 Gas Company pany
C 2, 3, 104.04 NM-i8285 Uusa 12.5% Fluor 0il and Gas Yone Fluor 0il and Gas Corpo- 100%
4/30/83 Corporation ration
NDS 5,045.69
% S/2 280,00  L-4224-) State 12.5%2 El Paso Natural The Wiser 0il Company - 5% El Paso Watural Gas 1007
‘ 2/17/80 Gas Company Company
CNW/4 360.00 L-7035 State 12.5% Cities Service 0il YNene Cities Service 0il Company 100%
! 2/15/82 Company
B "640.00
5,685:55 Exhibit B
Page 2




CONSENT AND RATIFICATION
AZOTEA MESA UNIT AGREEMENT
EMBRACING LANDS IN EDDY COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge receipt of a
copy of the Unit Agreement for the Development and Operation of the Azotea Mesa
Unit Area dated October 15, 1973, embracing lands situated in Eddy County, New
Mexien, and acknowledge that they have read the same and are familiar with the
terms and conditions thereof.

The undersigned also being the owners of the working interest, leade-
hold, royalty or other interest in the lands or minerazls embraced in said unit
area, as indicated on the schedule attached to said Unit Agreement as Exhibi:
"B," do hereby consent to and ratify all of the terms and provisions of the said
Unit Agreement, exactly the same as if the undersigned had executed the original
of the sald Unit Agreement or a counterpart thereof.

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

ATTEST : CITIES SERVICE Off COMPARY

Address:

orney-in-Fact

STATE OF Oklahonie )

COUNTY OF TULSA )

On this —éy'{% day of Z ZQ‘ tonfad A_s , 1973, before me
Mark F. Payton

personally appeared » to me known to be the person who exe-
cuted the foregoing irnstrument as Attorney-in-Fact in behalf of
CiTIES SERVIGE GiL Lumdainy , a @ o {2 rsrry be 4 corporation, and acknowledged

AN

that he executed the same as the free act and deed of said GIlIES SE&YICE GiL CORFN

. 2 d
" Evelyn I%c!mltz &otary P%lic

My Commission Expires:

JUL 25 1976
STATE OF )
) S8
COUNTY OF )
On this the day of , 1973, personally
appeared , to me personally known, who belng by me
duly sworn did say that he is the President of

) , and that the seal affixed to the foregoing instrument is the

corporate seal of saild corporation, and that said instrument was signed and sealed

in behalf of saild corporation by authority of its Board of Dircctors, and sald
acknowledges sald lnstrument to be the free act and

deed of saild corporation.
IN WITNESS WHEREOF, 1 nave hereunto set my hand and affixed my official
seal the day and year in this certificate above written.

Notary Publi{c
My Commission Expires:

Tract No,
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STATE OF )

COUNTY OF )

On this day of , 1573, before
me personally appeared , to me known to be the per-
son described in and who executed the foregoing instrument, and acknowledged that
he executed the same as his free act and deed.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my official
seal the day and year in this certificate above written. ’

Notary Public
My Commission Expires:




AR e e e e

COVSE“T AND RATIFICATION
AZOTEA MESA LNIT ACRISMENT
EMBRACING LANDS [N EDDY COUNTY, NEW MEXICO

The undersigned (whether one or wore) hereby acknowledge receipt of a
copy of tha Unlt Agreement for the Developsent and Cperation ol the Azotea Mesa
Uait Area dated October 15, 19773, embracing lands situated in Eddy County, New
Mexico, aund aclnowledge that they have read the same and are familiar with the
terms and conditions thereof,

The undersigned also being the owners of the working interost, lease-
hold, royalty or other lncerest in the landa or mlunerals embraced in safd unic
area, as Indicated on the schedule attached to sald Unit Agreerent as Exhibit
"B," dn hereby consent tc and ratify all of the terms and provisions of the sald
Unit Agreement, exactly the same as 1f the undersigned had executed thz original
of the sald Unit Agreement or a counterpart thereof.

IN WITNESS WHERECF, this instrument 1s executed by the undersigned as
of the date set forth in thelr respective acknowledgments.
ALLIE CAL COZRORATION

ATTEST:

ney—iﬂ«Fact
(FoY Power of Attorney see File NM 0558400
which authority is still in effect)

Address: P.0. Box 2120, Houston, Texas 77001

STATE OF TEXAS )
’ ) SS
COUNTY OF HARRIS )
On this 7% A4 day of October - ", 1973, before me

personally appeared KUGEK W. STUNLSURMER |, to me Ynovm to be the person who exe-
cuted the foregoilng instrument as Attorney-in-Fact iIn behalf of ALLIED CHEMICAL

CORPORATION , a New York corporation,. and acknowledged
that he executed the same as the free act and dead of said Corporation

4?{161( & 7%& k/%w//(az £ %%

Notary Public

My Gormission Expires:
' LINDA LOU HARRISON

L%//((é ‘4 A Netary Pubiiz in and lor Harris County, Texas
74 g My Commission Expires June 1, 19

STATE GF )
) S8
COUNTY OF )
On this the day of . , 1973, personally
appeared } , Lo me personally known, who heing by me
duly sworn did suy taat he 1s the ~  President of

, and that the seal affixed to the foregoing Instrument is the
corporate scal of sald corporation, and that sald Ingtrument was signed and sealed

in hehalf of said corporation by authority of lts Board of Dlrectors, and sald
acknowledges sald lastrument to ve the free act and

deed of said corporation, ‘
I¥ WITNESS WHEREOF, I have herennto get ny hand ard affixed my offirill

seal the day and yezar in th’s certificate above written.

Notary Public

¥y Commissicn Explres:

Tract No.




CONSENT AND RATIFICATION
AZOTEA MESA UNIT AGREEMENT
EMBRACING LANDS IN EDDY COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge receipt of a
copy of the Unit Agreement for the Development and Operation of the Azotea Mesa
Unit Area dated October 15, 1973, embracing lands situated in Eddy County, New
Mexico, and acknowledge that they have read the same and are familiar with the
terms and conditions thereof,

The undersigned also being the owners of the working interest, lease~
hold, royalty or other interest in the lands or minerals embraced in said unit
area, as indicated on the schedule attached to said Unit Agreement as Exhibic
"B," do hereby consent to and ratify all of the terms and provisions of the said
Unit Agreement, exactly the same as 1f the undersigned had executed the original
of the said Unit Agreement or a counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned as
of the date et forth in their respective acknowledgments.

APt EL PASO NATURAL GAS COMPANY
-
— (/,o
Address: _ P. 0. Box 1492 BY: ’{UJ‘. lfﬂ o .
El Paso, lexas 79978 Attorney-in-Fact K7, :ga,:,‘m

%GC

STATE OF TEXAS )
’ ) 8§

COUNTY OF EL PASO

) .
/
on this 2 day of , 1973, before me
ed .

personally appear . W. BITTICK .o me known to be the person who exe~
cuted the foregoing instrument as Attorney-in-Fact in behalf of FL PASQO NATURAL
GAS COMPANY , a Delaware corporation, and acknowledged

that he executed the same as the free act and deed of saild EL PASQO NATURAL

GAS COMPANY .
’ ; g Notary Public

My Commission Expires:

ELO!SE BUSSE

Nodary Bublle vo | i oopt—rsoe punty, Toxas
My Commission Expires June 1, 1975
STATE OF )
) SS

COUNTY OF )

On this the day of , 1973, personally
appeared , to me personally known, who being by me
duly sworn did say that he 1is the President of

, and that the seal affixed to the foregoing instrument 1is the
corporate seal of saild corporation, and that said instrument was signed and s=aled
in behalf of said corporation by authority of {ts Board of Dlrectors, and sald

acknowledges said instrument to be the free act and

deed of said corporation,
IN WITNESS WHEREQOF, I have hercunto set my hand and affixed my official
seal the day and year in this certificate above written.

Notary Public
My Commission Expires:

Tract Nq.
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STATE OF

)
) 38
COUNTY OF )

—

On this o
me personally appeared
son described in and ]
he executed the same

» 1873, before
» to me known to be the per-

+ and acknowledged that

My Commigsion Expires:

Notary Public




CONSENT AND RATIFICATION
AZOTEA MESA UNIT AGREEMENT
EMBRACING LANDS IN EDDY COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge receipt of a
copy of the Unit Agreement for the Development and Operation of the Azotea Mesa
Unit Area dated October 15, 1973, embracing lands situated in Eddy County, New
Mexico, and acknowledge that they have read the same and are familiar with the
terms and conditions thereof.

The undersigned also being the owners of the working interest, lease-
hold, royalty or other interest in the lands or minerals embraced in said unit
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 Agreement, exactly the same as if the undersigned had executed the original
of the gaid Unit Agreement or a counterpart thereof.

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

ATrEST: I:"._A :.;: ‘;.L,‘J el

Address:  GEITY 074 conoy B, s %Z«_ééﬂv—\

Y. 0, [
. FEHomey:in-F o
Lol np RIVASNISS |
STATE OF _ ~ J,~Ya < )
’ ) SS
COUNTY OF ,h[m,e)s - )

On this jﬁé& day of _ Fwns ot » 1973, before me
personally appeared CLYDE WII%BE&&# , to me known to be the person who exe-
cuted the foregoing instrument as Attorney-in-Fact in behalf of

GETTY OIL_ COMPANY . a ;22(/2“'342 corporation, and acknowledged
that he executed the same as the free act and deed of said
GETTY 0IL COMPANY _ .

Lrtsat

ﬁotd&y Public

My Commission Expiras:

- MARGARET B. RUSSELL
Notary Public In and far Hardis Ccunty, Texaa.
My commisslon expires June 1, .5_7‘\5‘

STATE OF )
) SS
COUNTY OF )
On this the day of , 1973, personally
appeared , to me personally known, who being by me
duly sworn did say that he i3 the President of

, and that the seal affixed to the foregoing Instrument is the
corporate seal of sald corporation, and that sald instrument was signed and seaied
in behalf of said corporation by authority of Lts Board of Drectors, and sald

acknowledges sald instrument to be the free ast ana

deed of said corporation,
IN WITNESS WHEREOP, I have hereunto get my hand and affixed my ofricial
seal the day and year in this certificate above written,

Notary Public
My Commission Expires:

Tract Nq. ,




STATE OF )

’ } 88
COUNTY OF )

On this day of , 1973, before
me personally appeared , to me known to be the per-

son described in and who executed the foregoing instrument, and acknowledged that
he executed the same as his free act and deed.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my official
seal the day and year in this certificate sbove written. ’

Notary Public
My Commission Expires:




CONSENT AND RATIFICATION
AZOTEA MESA UNIT AGREEMENT
EMBRACING LANDS IN EDDY COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge receipt of a
copy of the Unit Agreement for the Development and Operation of the Azotea Mesa
Unit Area dated October 15, 1973, embracing lands situated in Eddy County, New
Mexico, and acknowledge that they have read the same and are familiar with the
terms and.conditions thereof.

The undersigned also being the owners of the working interest, lease-
hold, royalty or other interest in the lands or minerals embraced in said unit
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 Agreerment, exactly the same as if the undersigned had executed the original
of the gsaid Unit Agreement or a counterpart thereof.

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

ATTEST:
ATIANTIC RICHFIELD COMPANY
Address: P. 0. Box 1610 By : , i
Midland, Texas 79701 Attorney-in-Fact -
FORM suafrnuc: =:
’11}»3\ 2
Y. \@(’P E‘
STATE OF TEXAS ) t
- i ) SS
COUNTY OF MIDIAND )

On this é;Jg‘é day of 422¢1x<>7o1A¢¢/L// , 1973, before me
personally appeared , to me known to be the person who exe-
cuted the foregoing instrument as Attorney-in-Fact in behalf of Atlantic
R1°hfield Company , a Pennsylvania corporation, and acknowledged

. that h; executed the same as the free act and deed of said CA}44zu»2414§4ﬁn/

7
Wz/
’ Nctary Public

My Commiesion Expires:

STATE OF )
) 8S
- COUNTY OF )
On this the day of s 1973, personally
appeared , to me personally kilown, who being by me
duly sworn did say that he is the President of

, and that the seal affixed to the foregoeing instrument i3 the
corporate seal of said corporation, and that sald instrument was sigred and sealed
in behalf of said corporation by authority of its Board of Dircctors, and sald

acknowledges salsd instrument to be the free act and

deed of sald corporation,
IN WITNESS WHEREOF, 1 have hercunto set my hand and affixed my offirial
seal the day and year in this certificate above written.

Notary Public
My Commission Expires:

Tract No, /o7 /




STATE OF

COUNTY OF )
Oon this duy of , 1973, before
, to me known to be the per-—
oregoing Instrument, and acknowledged that

ne peraonally appeared
son described in and who executed the f
he executed the same 88 nis free act and deed.
IN WITNESS WHEREOF, 1 have hereunto set mwy hand and affi
ate above written.

geal the d4ay and year in this
Notary Public

L My Commission Expires:

.________..——-—-""""—_

xed my official

PURIRRIE PR




CONSENT AND RATIFICATION
AZOTEA MESA UNIT AGREEMENT
EMBRACING LANDS IN EDDY COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge receipt of a
copy of the Unit Agreement for the Development and Operation of the Azotea Mesa
Unit Area dated October 15, 1973, embracing lands situated in Eddy County, New
Mexico, and acknowledge that they have read the same and are familiar with the
terms and conditions thereof.

The undersigned also being the owners of the working interest, lease-
hold, royalty or other interest in the lands or minerals embraced in said unit
area, as indicaied om the schedulc attachsd to s2id Unit Asraement as Exhibit
"B," do hereby consent to and ratify all of the terms and provisions of the said
Unit Agreement, exactly the same as if the undersigned had executed the original
of the said Unit Agreement or a counterpart thereof.

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

ATTEST: GULF OIL CORPORATION

7

Assistart Secretary 0 \)\3 % E§ N .
Address: P, O, Box 1150 -~ . '
Midland, Texas 79701 Attorney im\Fact

APPROVED AS A o
TO FORM ONLY

¥ o
vareQ.042-7.
STATE OF TEXAS ) ; . C. C. HAIRSTON Ny 0

ATTORNEY LV
COUNTY OF MIDLAND )

On this _ |2 day of e ewdern , 1973, beforc me

personally appeared R_EHOPKINS _; to me known to be the person who exe-
cuted the foregoing instrument as Attorney-in-Fact in behalf of _GULF OIL
CORPORATION , a Pennsylvania corporation,. and acknowiedged

that he executed the same as the free act and deed of saild GULF OIL
CORPORATION .

~N * o -

: k 3 ‘Notary Public
vl T

My Comuission Expires:

K*:

STATE OF )
) SS
COUNTY OF )
On this the day of » 1973, personally
appeared T , to me personally known, who being by nme
duly sworn did say that he is the President of

, and that the seal affired to the foregoing ingtrument is the
corporate seal of said corperation, and that sald instrument was signed and sealed
in behalf of said corporation by authority of its Board of Dircctors, and sald

acknowledges sald instrument to be the free act and

deed of said corporation.
IN WITNESS WHEREOF, I have hercunto set my hand and affixed my offir-ial
seal the day and year in this certificate above written,

Notary Public
My Commission Expires:

Tract VNo.




CONSENT AND RATIFICATION
AZOTEA MESA UNIT AGREEMENT
EMBRACING LANDS IN EDDY COUNTY, NEW MEXICO

The undersigned (whether one or mcre) hereby acknowledge receipt of a
copy of the Unit Agreement for the Development and Operation of the Azotea Mesa
Unit Area dated October 15, 1973, embracing lands situated in Eddy County, New
Mexico, and acknowledge that they have read the same and are familiar with the
terms and conditions thereof.

The undersigned also being the owners of the working interest, lease-
hold, royalty or other interest in the lands or minerals embraced in said unit
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 sald
Unit Agreement, exactly the same as 1f the undersigned had executed the original
of the said Unit Agreement or a countarpart thereof,

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

AY
Thomas G. Baker 4 ‘\
2ss't. Vice - President

STATE OF )
’ ) ss
COUNTY OF )

On this day of ... 1973, before me
scrocenelly appeared , to me known to be the person who exe-
cuted the foregoing instrument as Attorney-in-Fact {n behalf of

, a corporation, and acknowledged

that he executed the same a9 the free ac .nd deed of said

My Commission Expires:

STATE OF TEXAS )
) SS
couNTY oF HARRIS )
. 2 '{1 //) Moyt e, S S 1
On this tha D¢ ~—~  day of /CJ,ﬂéaQM//L¢a ; y, 1873, personally
appeared Trnowas G. Berer , to me personally known, who being by ac
duly sworn did say that he is the ' 7 .Vii: President of J. Y. HUZIR CORPORATICN

, and that the seal afflxed to the foregoing {nstrument is the
corporate seal of said corporation, and that sald instrument was signed and sealed
in behalf of sald corporation by authority of its Board of Dircctors, and sald

Thomas G. Baker acknowledges sald instrument to be the free act and
deed of sald corporation
IN WITNESS WHEREOF, I have hercunto set my hand and affixed my official
seal the day and year in this certificate above written. /x - :

) //. g ///

¥ Notary Public

My Commission Eﬁ?ires:
SARA ). RICH

Bty Babits inoand for Horeis Cortv, Toxas

e T
=3 0

. - "
T TS T

T

Tract No, ,{;

‘MVMW e ¥




STATE OF )

’ ) 8S
COUNTY OF )

On thia day of , 1973, before
me personally appeared » to me known to be the per-

son described in and who executed the foregoing ingtrument, and acknowledged that
he executed the same as his free act and deed.

IN WITNESS WHEREOF, I have hereunto set my harnd and affixed amy official
seal the day and year in this certificate above written. ’

Notary Public

My Commission Expires:




CONSENT AND RATIFICATION
AZOTEA MESA UNIT AGREEMENT
EMBRACING LANDS IN EDDY COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge receipt of a
copy of the Unit Agreement for the Development and Operation of the Azotea Mesa
Unit Area dated October 15, 1973, embracing lands situated in Eddy County, New
Mexico, and acknowledge that they have read the same and sre familiar with the
terms and conditions thereof.

The undersigned also being the owners of the working interest, lease-
hold, royalty or other interest in the lands or minerals embraced in said unit
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 Agreement. exactly the same as if the undersigned had executed the original
of the saild Unit Agreement or a counterpart thereof.

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

ATTEST: , Fluor Oil and Gas Corporation
A
8 Seoretary terak, vice ersiSEQt
Address: 615 Midiand Tower BEuilding

STATE OF )
i ) Sss
COUNTY OF )

On this day of ' , 1973, before me
personally appeared , to me known to be the person who exe-
cuted the foregoing inetrument as Attorney-in-Fact in behalf of

: , & corporation, and acknowledged

that he executed the same as the free act and deed of said

Notary Public
My Commission Expires:

STATE OF Texas )
) SS
COUNTY OF vidland )
On this the 23rd day of November , 1973, personally
appeared Leroy Esterak , to me personally known, who being by we

duly sworn did say that he 1is the Vice President of Fluor 0il gnd Gas Corporation
, and that the seal affixed to the foregoing Instrument is the
corporate seal of said corporation, and that saild instrument was signed and sealed
in behalf of saild corporatlon by authority of fts Board of Dircctors, and sald
leroy Esterak acknowledges said instrument to be the free act and
deed of said corporation,
IN WITNESS WHEREOP, I have hereunto set my hand and affixed my official
seal the day and year in this certificate above written.

St

T.L,waxre Notary Public
My Cormission Expires:
6-1-75
Tract No. 18
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CONSENT AND RATIFICATION
AZOTEA MESA UNIT AGREEMENT
EMBRACING LANDS IN EDDY COUNTY, NEW MEXICO

The undersigned (whether one or mere) hereby acknowledge receipt of a
copy of the Unit Agreement for the Development and Operation of the Azotea Mesa
Unit Area dated October 15, 1973, embracing lands situated in Eddy County, New
Mexico, and acknowledge that they have read the same and are familiar with the
terns and conditions thereof.

The undersigned also being the owners of the working interest, lease-
hold, royalty or other interest in the lands or minerals embraced in said unit
area, as indicated on the schedule attached to said Unit Agreement as Exhibit
'B," do hereby consent to ard ratify all of the terms and provisions of the sald
Unit Agreement, exactly the same as if the undersigned had executed the original
of the said Unit Agreement or a counterpart thereof.

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

ATTEST: TRE WISER OIL COMPANY

D

Address: . L
P.0. Box 192
Sistersville, W.Va, 2617%
STATE OF )
’ ) SS
CO'NTY OF )

On this day of , 1973, before me
persenellv apnpeared , to me known to be the person who exe-
cuted the foregoing instrumeni as Attorney-in-Fact in behalf of

, @ corporation, and acknowledged

‘that he executed the same as tic free acf and dead of said

Notary Public
My Commission Expires:

STATE OF WEST VIRGINIA )
) SS
COUNTY OF TYLER )
On this the ~/X~2 day of oc7oGER __, 1973, personally
appearad John C, Wright , to me personally known, who being by me
duly aworn did say that he is the President of The Wis.r Oil Company

, and that the seal afffxed to the foregoing Ingtrument is the
corporate seal of sald corporation, and that sald instrument was signed and sealed
in behalf of ssid corporation by authorlty of {ts Board of Directors, and sald

John C. er acknowledges said {nstrument to be the free act and
deed of gaid corporation.
IN WITNESS WHEREOF, I have hereunto set my hand and affixed my official
geal the day and year in this certificate above written. ) -

-

L 7
YA
S ' /"'rj.-,-, <

Notary Public

My Commission Explres:

Tract Noy.




STATE OF )

' ) 88
COUNTY OF )

On this day of » 1973, before
me personally appeared , to me known to be the per-

son described in and who executed the foregoing instrument, and acknowledged that
he executed the same as his free act and deed.

IN WITNESS WHEREOF, 1 have hereunto set my hand and affixed my official
seal the day and year in this certificate above written. ’

Notarv Public
My Commisaion Expires:




CONSENT AND RATIFICATION
AZOTEA MESA UNIT AGREEMENT
EMBRACING LANDS IN EDDY COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge receipt of a
ceopy of the Unit Agreement for the Development and Operation of the Azotea Mesa
Unit Area dated October 15, 1973, embracing lands situated in Eddy County, New
Mexico, and acknowledge that they have read the same and are familiar with the
terms and conditions thereof.

The undersigned also being the owners of the working interest, lease-
hold, royalty or other interest in the lands or minerals embraced in said unit
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 Agreement, exactly the same as if the undersigned had executed the original
of the said Unit Agreement or a counterpart thereof.

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

4 /K(x /%/;émm

ATTEST:
Address:
STATE OF )
’ ) SS
COUNTY OF )

On this day of , 1973, before me
perscnally appeared , to me known to be the person who exe-
cuted the foregoing insirument as Attorney-in-Fact in behalf of

, a corporation,. and acknowledged

that he executed the same as the free act and deed of said

Notary Public
My Commission Expires:

STATE OF )
) S8
COUNTY OF Y
On this the day of . , 1973, personally
appeared - , to me personally known, who being by me
duly sworn did say that he is the President of

, and that the seal aifixed to the foregoing ingtrument is the
corporate seal of said corporation, and that said fnstrument was signed and sealed
in behalf of sald corporation by authorlty of 1ts Board of Dircctora, and sald
_acknowledges sald instrument to be the free act and

deed of saild corporation,
IN WITNESS WHEREOF, I have hercunto set my hand and affixed my official
seal the day and year in this certificate above written.

Notary Public
My Commission Expirea:




STATE OF New Maxico )

) 88
COUNTY OF Chaves )
On this 2204  day of October

me perscnally appeared

» 1973, before
¥illianson » to me known to be the per-

the foregoing instrument, and acknowledged that

IN WITNESS WHEREOF, I ha

R ve hereunto get my hand and affixed ny
seal the day and year in this cert

ificate above written,

Notary Public
My Commission Expires:

—January 31, 1977

official




i

i

a R R o SN S 6 K e SATIEL KM SHATE RS SATRR Yt
IR S P P B [ S

E‘_‘!"' '_i":‘ (-,rw q-: {‘rv \.-w) . ,~1‘ -rr.“

t

(IN THE MATIER OF THE HEANING

HCRLLED BY TV OI“ P“‘O““”\TTOP
Jn

[COMMTESTOY 02 NSy MEXIOH
THE RIRPOCR NF AONSTDRATIN

L‘J"\‘\

[a Rl
Lot

Ay
2 N0,

Orcer »o.

Iln ppr

s A

FOR APPROVRL OF THE RZOTEA MESA
AGRY

LICATIAN AT OTTTRS SERUTCT AT, COMPANY
UNTT

SEMENT, EDDY COUNTY, NEW MEXICO

I8 40 p AN P
i CRDER % THE COMMISSIUN

BY THE COMMISSION:

This cause came on for heariny at ¢ a.n. on Octoter 31, 1S
Santa Fe, Naw Mexico, before Exarminer Richard 1. Stamets

NCW, on this day of Movember
quorum Seing present, Eavmq considerad the testimony, the reco
the recommendations of the Examiner, and heing fully advised
premises,

FINDS:

|
! (1) That due public notice bhaving bzsn given as ranudired
lithe Commission has jurisdiction of this cause and the subjact m
I thereof .
{
{2) That the arplicant, Citigs Seryice 21l Ceommany, &eooks
of Bgzotea Mesa lnit Agreoement covering 5785,59 acres, mone
of State and Federal lands described an vollows:
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after be, wested in <o Tonmission to sanewvise and rhftvﬁ? npavaticons
for tha exploration and deovelorment of =ny lands comritted & the unit

and reoduction of 03l 0 g3s thecefran,

(3) That the unit operator shall file with thaz Ogunmis a-on an
axecuted original ov evecuted counterpart of tha unit arveem:nt within
37 days after tha effecvive date therzof; that in the ovent of sub-
sequant joinder by any warvty or exransion or contraction of the unit
area, the unit op2rator shall file with the Tommission within 37 days
i-the“eaftev counternants nF tha undt agrazrant eceflacidin

Lia

. 3 . Yelnr RPN
oot subDvarin-

ftion of those dnterests having joined or ravified.
%f {4) That this ovder shall beaoww off .oative uron the approval of

.of Wew bexieo and the Dirvactor of tha United States Ceclogical Sucvey;
‘that this order shall terminate ipso facto upon the ternination of
~said unit agreewent; and that the 1ast unit orerator shall notify tha

jCommission immediatzly in weitiny of such termination.
)

said unii a‘rcew“zt by the Commissionsry o7 Publiec lands fo» vhe Ltate

: ;
,of such further order= as the Commission may desm nacessavy.
I
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DOKE at Santa Fe, WNew iexico, on the day and year hervainabove
desiqnated.
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¢ L R TRUJILLO
OI1L CONSERVATION COMMISION

CHAIRMAN
STATE OF NEW MEXICO , LAND c‘;"“'”'“:;"
P. 0. BOX 2088 - SANTA FE ALE:"(E;“EMMR
sol STATE GEOLOGIST
A.L.PORTER, JR.
Bovember 16, 1973 SECRETARY - DIRECTOR
-
Re: CASE NoO. 35094 and 509s
Nr. Tom Kellahin ORDER NO. -
Kellahin & Fox » —RB=4662 - R-4661
Attorneys at Law Applicant:
Post Office Box 1769

Santa Pe, New Nexico Cities Sarvice 0il Company

Verywtruly yours,

A. L. PORTER, Jr |
Secretary—Director

ALP/ir

Copy of order also sent to:

Hobbs occ -4
i _
Artesia ocCc

Aztec Oocc T
—_—

Other Unit Division - State Land Office

—_—

—————————
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CERTIFICATION - DETERMINATION

Pursuant to the authority vested In the Secretary of Interior, under the act
appioved February 25, 1920, 41 Stait. 437, as amended, 30 U. S. C. secs. 181,
et seq., and delegated to the 0il and Gas Supervisors of the Geological Sur-
vey (33 F.R. 5812), I do hereby:
A. Approve the attached agreement for the development and
operation of the Azotea Mesa Unit Area, State of New
Mexico.
B. Certify and determinge that the unlt 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 rs=sources.
C. Certify and determine that the drilling, produ:ing, rental,
minimum royalty, and royalty requiremeunts of all Federal
leasé committed to sald agreement are hereby established,
altered, changed, or revoked to Zonform with the terms

and conditions of this agreemeuni,

Dated:

Regional 01l and Gas'SupéEQisor
U. S. Geological Survey

Contract No.

5099
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UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION
OF THE
AZ0TEA MESA UNIT AREA
COUNTY OF EDDY
STATE OF NEW MEXICO

NO.

THIS AGREEMENT, entered into as of the ]5th day of October
19 73 » 0y and between the parties subscribing, ratifying, or consenting
hereto, and herein referred to as the "parties hereto,"

WITNESSETH:

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

WHEREAS the Mineral Leasing Act of February 25, 1920, 41 Stat. 437, as
amended, 30 U. S. C. Secs. 181 et seq., antharizes Federal lessees and their
representatives to unite with each other, or jointly or separately with oth-
ers, In collectively adopting and operating a cooperative or unit plan of
development or operation of any oil or gas pool. field, or like area, or any
part thereof for the purpose of more properly conserving the natural re-.
gsources thereof whenever determined and certified by the Secretary of the
Interior to be necessary or advisable in the public interest; and

WHEREAS, the Commissioner of Public Lands of the State of New llexico is
authorized by an Act of the Legisleture (Sec. 7-11-39 N.M, Statutes 1953 An-
notated) to consent to or approve this agreement on behalf of the State of
New Mexico, insofar as it covers and Ilncludes lands and mineral interests
of the State of New Mexico; and

WHEREAS, the 011 Conservation Commlgsion of Lhe Svate of New Hexico s
authorized by an Act of the Legislature (Article 3, Chapter 65, Vol. 9, Part

2, 1953 &t

~ e \ + -
<y e v ] -

~e
(e Riares

H
)
)

this agreemciit and tlic conscivation provisions
hereof; and
WHEREAS the partles hereto hold sufficient intcrests In the Azotea Mesa

Unit Area covering the land hereinafter described to give reasonably offee--
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tive control of operations therein; and

WHEREAS [t is the purpose of the parties hereto to conserve natural re-
sources, prevent waste, and secure other benefits obtainzble through devel-
opment and operation of the area subject to this agreement under the terms,
conditions, and limitations herein set forcth:

NOW, THEREFORE, In consideration of the premises and the promises here-
in contained, the parties hereto commit to this agreement their respective
interests in the below~defined unit area, and agree severally among them-
selves 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 thercunder or
valid, pertinent, and reasonable regulations hereafter issued thereunder are
accepted and made a part of this agreement as to Federal lands, provided such
regulations are not inconsistent with the terms of this aygreement; and as to
non-Federal lands, the oil and gas operating regulations in effect us of the
effective date hereof governing drilling and producing operations, not incon-
sistent with the terms hereof or the laws of the State in which the non-
Fedoral land is loczted, are hereby accepted and made a part of this agree-
ment.

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 5,685.69 acres, more or less,

Exhibit A shows, 1in addition to ihe boundary of the unit area, the
boundaries and identity cf tracts and leases in said area to the extent known
to the Unit Operator. Exhibit B attached lereto is a schedule showing to the

axtent known to the Unit Operator the acreage, percentage, and kind of own-

i ership of oil and gas 1nterests in all land in the unit area. However,

nothing herein or 1in said schedule or map siall be constirued as a representa-
tion by any party hereto as to the ownership of any Interest other than sucl
interest or {nterests as are shown in said map or schedute as owned by such
party. Exhibits A and B shall be revised by the Unit Operator whencever
changes in the unit area render such revision necessary, or when requested

by the 011 and Gas Supervisor, hereinaf:ier referved to as '"Supervisor,” or

4P
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when requested by the Commissioner of Public Lands of the State of New HeXiCO,.

hereinafter referred to as "Commissioner," and not less than five copies of
the revised exhibits shall be filed witi the Supervisor, and two copies
thereof shall he filed with the Commlssioner, and one copy with the New
Mexico 011 Conservation Commission, herelnafter referred to as "Commission."

The above-described unit arca 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 necessarv or advisable
to conform with the purposes of this agreement. Such expansion or contrac-
tion shall be effected in the following manner:

(a) Unit Operator, on its own motion or on demand of the Director
of the Geological Survey, hereinafter referred to as "Director,™ or on de-
mand of the Commissicner, after preliminary concurrence by the Director and
the Commissioner, shall prepare a notice of proposed expansion or contraction
describing the contemplated changes in the boundaries of the unit area, the
reasons therefor, and the proposed effective date thereof, preierably the
first day of a month subsequent to the date of notice.

(b) Said notice shall be delivered to the Supervisor, the Commis-
gioner and the Commission and coples thereof mailed to the last known address

of each working interest owner, lessee, and lessor whose interests are af-

| fected, advising that 30 days will be allowed for submission to the Unit Op-

erator of any objectioms.

(c) Upon expiration of the 30-day period provided in the preceding
item (b) heveof, Unit Operator shall file with the Supervisor, the Commis-
sioner and the Commisslion evidence of mailing of the notice of expansion or
contraction and a copy of any objections thercto which have been filed with
the Unit Operator, together with an application in sufficient number,or
appreval of such expansion or contraction and with appropriate joinders.

{d) After due consi{deration of all pertinent information, tile ex-
pansion or contraction shall, uoon approval by the Supcrvisor, the Commlis-
sioner and the Commlission, become cffective as of the date prescribed in the
notice thereof,

{(e) All legal subdivisions of lands (i.e., 40 acres by Government

Burvey or its nearest lot or tract equivalent; in instunces of irregular
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surveys, unusually large lots or tracts shall be considered in multiples of
40 acres or the necarest aliquot equivalent thereof), no parts of which are
entitled to be in a parricipating area on or before the fifth anniversary of
the effective date of the first initial participating area established under
this unit agreement, shall Lc eliminated automatically from this agreement,
effective as of sald fifth anniversary, and such lénds shall no %onger be a
part of the unit area and shall no longer be subject to this agreement, un-
less diligent drilling operations are In progress on unitlzed lands not en-
titled to participation on said fifih anniversary, in which event all such
lands shall remain subject hereto so long as such drilling operations are
continued diligently, with not more than 90 days' time elapsing between the
completion of one well and the commencement of the next well., All legal
subdivisions of lands not entitled to be in a participating area within 10
years after the 2ffective date of the first initial participating areca ap-
proved under this agreement shall be automatically ellminated from this
agreement as of said tenth anniversary. All lands proved productive by
diligent drilling operations after the aforesaid 5-year period shall become
participating in the same manner as during said 5-year period. However,
when such diligent drilling operations cease, all nonparticipating lands

shall be automatically eliminated effective as of the 9lst day thereafter.

The Unit Operator shall, within 90 days after the effeciive date of any elim-

ination hereunder, describe the area so eliminated to the satisfaction of
the Supervisor and the Commissioner, and promptly notify all parties in in-
terest.

If conditions warrant extenslon of the 10-year period specified in
this subsection 2(e), a single extension of not to excead 2 years may be
accomplished by consent of the owners of 907 of the working interests in
the current nonparticipating unitized lands and the owners of 607 of the
basic royalty interests (exclusive of the basic royalty interests of e
United States) in nomparticipating unltized lands with approval of the
Director and Commissioner, provided such extension application is submiticed
to the Director and Commissioner not later than 60 days pricr to Lhe cxpira-
tion of sald 10-year periocd.

Any expansion of tnc unit arca pursuant to this gectlon which cn-
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braces lands theretofore eliminated pursuant to this subsection 2(e) shall
not be considered automatic commitment or recommitment of such lands.

3. UNITIZED LAND AND UNITIZED SUBSTANCES. All land committed to this
agreement shall constitute land referred to herein as "unitized land" or
"land subject to this agreement." All oil 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. Cities Service 0il1 Company is hereby desiénaéed 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. When-~
ever reference 1s 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 subsﬁances, and the term "workirg interest owner" when used herein
shali include or refer to Unit Operator as the owner of a working int:crest
when euch an interest is owned by it.

5. RESIGNATION OR REMOVAL OF UNIT OPERATCR. Unit Operator shall 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 effeciive so
as to release Unit Operator from the duties and obligations of Unit Operator
and terminate Unit Operator's rights as such for a period of 6 months after
notice of intention to resign has been served by Unit Operator on all work-
ing interest ownere and the Supervisor, the Commissioner and the Commission,
and until all wells then drilled hereunder are placed in a satisfactory con-
dition f£or suspension or abandonment, whichever is required by the Supervisor
as to Federal lands and by the Commission as to State and privately owned
lands, unless a new Unit Operator shall have been selected and approved and
shall have taken over and assumed the dutles and obligations of Unit Opcrator
prior to the expiration of said period.

Unit Operator shall have the right to resign in llke muinner and
subject to like limitations as above provided at any time a participating
area established hereunder is in existence, but, in all instances of resigna-

ticn otr removal, until a successor Unilt Opetator is selected and approved as

herelnafter provided, the workinz interest owners shall be jolntly rcsponsibloj
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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 provided for the
selection of a new Unit Operator. Such removal shall be effective upon no-
tice thereof to the Supervisor and the Commissioner,

Thé resignation or removal cf Unit Operator under this agreement
shall not terminate its right, title or interest as the owner of a working
interest or other interest in unitized substances, but upon the resignation
or removal of Unit Operatcr becoming effective, such Unit Operator shall de-
liver possession of all wells, equipment, materials and appurtenances used
in conducting the w.it operations to the new duly qualified successor Unit
Operator or to the common agent, if no such new Unit Operator is elected, to
be used for the purpose of conducting unit operations hereunder. Nothing
hereir shall be construed as authorizing removal of any material, equipment
and appurtenances needed for the preservation of any welis,

6. SUCCESSOR UNIT OPERATOR, Whenever the Unit Operator shall tender
his or its resignation of 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 to their respective acreage interests in such participating
area or areas, or, untii a participating area shall have been established,
the owners of the working Interests according to their respective acreage in-
terests in all unitized land, shall by majority vote sclect a successor Unit
Operator: Provided; That, If a majorlty but less than 75 percent of the
working interests qualified to vote are owned by one party to this agrecment,
a concurring vote of one or more addlttonal working inlerest owners shall be
required to select a new operator. Such selcection shall not become cffect fve

until:
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(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 Supervisor and

Commissioner.

If nd auccessorFUnit Operator is selected and qualified as hercin
provided, the Director and Commissioner at their election may declare this
unit agreement terminated.

7. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT., If the Unit
Operator is not the sole owner of working interest, costs and expenses in-
curred by Unit Operator in conducting unit operations hercunder sihall be paid
and apportioned among and borne by the owners of working interests, all in
accordance with the agreement or agreements centered into by and between the
Uanit Operator and the owners of working interests, whether one or more, sepa-
rately or collectively. Any agreement or agreements entered into between the

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

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

ing interest owners shall be entitled to receive their respective proportion-
atz and allocated share of the benefits accrulng hereto in conformity with
their underlving operating agreements, leases or other independent contracts,

and such other rights and obligations as between Unit Operator and the work-

ing interest owmers; however, no such unit operating agrecment shall be deemed

either to modify any of the terms and conditions of this unit agreement or to
relieve the Unit Operator of any vigint or obligation established under this
unit agreement, and Iin case of any inconsistency ov conflict between this
unit agreement and the unit operatiung agreeuent, this unit agreement shall
govern. Three true copies of any unit operating agreement exccuted pursuant
to this section should be [iled with the Supervisor and two truce copies with
thie Comnissioner and one true copy with the Commisslon, prilor Lo approvial of
this unit agreement.

8. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Except as otherwise spe-
cifically provided herein, the exclusive right, privilege, and duty of ezer-
~1ging any and all rights of the parties lLiereto which arce necessary or con-

venlent for prospecting [or, producing, storing, allocating, and distributing
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the nuitized substances are hereby delegated to and shall be exercised by the
Unit Operator as herein provided. Acceptable evidence of title to salid rightsi
shall be deposited with said Unit Operator and, together with this agreement,
shall constitute and define the rights, privileges, and obligzations of Unit E
Operator. HNothin herein, however, shall be construed to transfer title to

any land or to any lease or operating agreement, it being understood that un-
der this agreement the Uunit Operator, in its capacity as Unit Operator, shall
exercise the rights of possession and use vested in the parties hercto oniy
for the purposes herein specified.

9. DRILLING 10 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 Supervisor, if on Federal land, or by the Commission-
er if on State land, or by the Commicsion if on fee land, unless on such ef- i
fective date a well is being drilled conformably with the terms hereof, and

thereafter continue such drilling diligently until the Morrow 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 cosés of drilling, completing, and producing operations, with a ;
reasonabie profii} or the Uuii Operaivr shall at any time estatlish to the
satisfaction of the Supervisor if lccatad on Federal lands, or the Commis- {
sioner if located on State lands, or the Commission if located on fee lands,
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 depth in excess of 10,800 feet. Until the discovery of
a deposit of unitized substances capable of being produced in paying quanti-
ties, the Unit Operator shall continue drilling ore well at a time, allowing
not mora than 6 months between the completion of one well and the beginning
of the next well, until a well capable of producing unltlzed substances in

paylng quantities is completed to the satislaction oi sald Supervisor if on
Federal land, or the Commissioner If on State land, ar the Commission If on
fee land, or until 1t is reasonably proved that the unitized land is Lucapa- i
ble of producing unitized substances 1In paying quantities in the formations ;

drilled hereunder. Nothing in this section shall be deemed to limit the i

right of the Unit Operator to resign as provided in Sectlon 5 hercof, or as '
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requiring Unlt Operator to commence or continue any drilling during the

period pending such resignation becoming eff{ective in order to comply with
the requirements of thid section. The Supervisor and Commissioner may modify
the drilling requirements of this section by granting reasonable extensions
of time when, in their opinion, such action is warranted. Upon failure to
commence any well provided for in tiils section within the time allowed, in-
cluding any extension of time granted by the Supervisor and the Commissioner,
this agreemert will automatically terminate; upon faillure to continue drill-
ing diiigently any well commenced hereunder, the Supervisor and Commissioner
may, after 15 days' notice to the Unit Operator, declare this unit agreement
terminated.

10. PLAN OF FURTHER DEVELOPMENT AND OPERATION. Within 6 months gfter
completion of a well capable of producing unitized substances in paying gquan-

tities, the Unit Operator shall submit for the approval of the Supervisor and

the Commissioner an acceptable plan of development and operation for the unit-

ized land which, when approved by the Supervisor and the Commissioner, 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 exlsting plan, the Unit Operator shall
submit for the approval of the Supervisor and the Commissioner a plan for an
additional gspecified period for the development and operation of the unitized
land.

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

stances in paying quantities in each and every productive formatien nad shall
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be as complete and adequate as the Supervisor, the Commissloner and Commission

may determine to be necessary for tlmely development and proper counservalion
of the oil and gas resources of the unitlzed arca and shall:
(a) specify the number and locations of any wells to be drilled
and the proposed order and time for such drilling; and
(b) to the extent practicable, specify the operating practices
regarded as necessary and advisable for proper conservation of

natural resources,
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Separate plans may be submitted for separate productive zones, subject to
the approval of the Supervisor, the Commissioner and the Commission.

Plans shall be modified or supplemented when necessary to meet
changed conditions or to protect the interests of all parties to this agrece-
ment. Reasonable diligence shall be exercised in complying with the obliga-
tions of the approved plan of development. The Supervisor and Commissioner
are authorized to grant a reasonable extension of the 6-month period herezin
prescribed for.submission of an initial plan of development where such action
is justified because of unusual conditions or circumstances. After comple-
tion hereunder of a well capable of producing any unitized substances in pay-
ing quantities, no further wells, except such as may be necessary to afford
protection against operations not under this agreement and such as way be
specifically ;pproved by the Supervisor and the Commissioner, 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 Supervisor and Commissioner, the Unit Operator shall sub-
mit for approval by the Supervisor and Commissioncr a schedule, based on
subdivisions of the public land survey or aliquot parts thereof, of all land
then regarded as roeascaably proved to be productive in paying quantities; all
lands in saild schedule on approval of the Supervisor and Commissioner to con-
stitute a participating area, effective as of the date of completion of such
well or the effective date of this unit agreement, whichever is later. The
acreages of both Federal and non-Federal lands shall be based upon appropri-
ate computatlions from the courses and dlstances shown on the last approved
public land survey as of the cffective date of cach initial particlpating
area. Sald schedule shall also set forth the percentage of unitized sub-
stances to be allocated as herein provlided to cach tract in the participating
area so established, and shall gover: the allocation of production commenc-
ing with the effective date of the partlclpating arca. A scparate partici-
pating area shall be established for cach separate pool or deposit of unit-
ized substances or for any group thercol which is produced as a single pool
or zone, and any two or more particlipatlng arecas so cstablished may be con-

bined into one, on approval of the Supervisor and Commissloner. When pro-
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duction frem two or more pafticlpating areas, so established, is sﬂbsequently
found to be from a common pool or deposit, said participating areas shall be
combined into one effective as ot such appropriate date as may be approved

or prescribed by the Supervisor and Commissioner. The participating area

or areas so established shall be revised from time to time, subject to like
approval, to include additional land then regarded as reasonably .proved to

be productive in paying quantities or necessary for unit operations, or to
exclude land then ;egarded as reasonably proved not to be productive in pay-
ing quantities and the schedule of allocation percentages shall be revised
accordiqgly. The effective date of any revision shall be the first day of
the month in which is cbtained the knowledge or information on which such
revision I8 predicated, provided, however, that a more appropriate effective
date may be used if justified by the Unit Operator and approved by the Super-
vigor and Commissioner. No land shall be excluded from a participating area
on account of depletion of the unitized substances, except that any partici-
pating 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 = participating area shall
represent the area known or reasonably estimated to be productive in paying
quantities, but, repardless of any revision of the participating area, noih-
ing herein contained shall be construed as requiring any retroactive adjust-
ment 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 Supervisor and Cummissioner as to the proper definition or redefini-
tion of a particlpating area, or until a participating area has, or arcas
have, been established as provided herein, the portion of all payments af-
fected thereby shall be lmpounded in a manner mutually accépiable to the cwn-
ers of working Interests and the Supervisor and Comnissioner. Royalties duc

the United States and the State of New lexico, which shall be determined by

the Supervisor for Federal land and the Commissfoner for State land and the

amount thereof shall be deposited, as dirccted by the Supervisor and Commls-

sfoner regpectively, to be held as uncarned moncy untll o participating aren
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i1s finally approved and then applied as earned or returned in accordance with
a determination of the sum due as Federal and State royalty on the basis of
such approved participating area.

Whenever it i{s determined, subject to the approval of the Supervisor
as to wells drilled on Fedeval land and of the Commissioner as to wells
drilled on State land, that a well drilled under this agreement s not capable
of production in paying quantities and inclusion of the land on which it is
gituvated 1in a partlcipating area 1s unwarranted, production from such well
shall, for the purposes of settlement of all parties other than working in-
terest owners, be allocated to the land on which the well is located unless
such land is already within the participatiﬁg area éstablished for the pool
or deposit from which such production 1s obtalned. Settlement for working
interest benefits from such a well shall be made as provided in the unit
opérating agreement.

12. ALLOCATION OF PRODUCTION. All unitized substances produced f{rom
each participating area established under this agreement, except any part
thereof used in conformity with good operating practices within the unitized
area for drilling, operating, camp and other production or development pur-
poses, for repressuring or recycling in accordance with a plan of develop-
ment approved by the Supervisor and Commissioner, or unavoidably‘lost, shall
be deemed to be produced equally on an acreage basis from the several tracts
of unitized land of the participating area established for such production
and, for the purpose of determining any benefits accruing under this agree-
ment, each such tract of unitized land shall have allocated to it such per-
centage of said production as the number ot acres of such tract included in
sald participating area bears to the total acres of unitized land iu said
parcizipating area, except that allocation of production hercunder for pur-
poses other than for gettlement of the royalty, overriding royalty, or pay-
ment out of production obligations of the respective working interesl owners,
shall be on the basis prescribed In the unlt operating agrcement wielhicr in
conformity with the basisc of altocatlon hercin ser forrh or otherwise.  TU s
hereby agreed that production of unltized substances from a participating arca
ghall be allocated as provided hercin regardless of whether any wells arc

drilled on any particular part or tract of said participating arca., Il any
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gas produced from one participating area is used for rcpressuring or recyclingi

purposes In another participating area, the first gas withdrawn from such }
last mentioneé 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 allccated to
the participating area from which initially produced as such area was last
defined at the time of such final production.

13. DEVELOPMENT OR OPERATION OF NON~PARTICIPATING LAND OR FORMATIONS.
Any party hereto owning or controlling the working interest in any unitized !
land having thereon a regular well location may with the approval of the
Supervisor as to Federal land, the Commissioner as to State land and the Com-
mission as to privately owned land, at such farty's'sole risk, cost and ex-
pense, drill a well to test any formation for which a partic¢ipating area has
not been established or to test any formation for which a participating area
ha; been established 1f such location is not within said participating area,
unless within 90 days of recelipt of notice from said party of his Iintention
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 {s situated in a participating arca, such well may be
operated and produced by the party drilling the same subject to the conser-
vation requirements of this agreement, The royaltles [n amount or valuc of

production from any such well shall be pald as specified In the underlylng

leagse and agreements affected.
14. ROYALTY SETTLEMENT. The United States and any State and any royalty

owner who 1s entitled to take in kind a share of the gsubstances now unitized
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hereunder shall hereafter be 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 of the operation of a well by a working interest owner as here-
in provided for in special cases, shall make deliveries of such royalty share
taken in kind in conformity with the applicable contracts, laws and regula-
tions. Settlement for royalty interest not taken in kind shall be made by
working interest owners responsible therefor under existing contracts, laws
and regulations, or by the Unit Operator, on or before the last day of each
month for unitized substances produced during the preceding calendar month;
provided, however, that nothing herein contained shall operate to relieve the
lessees of any land from thelr respective lcase 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 participating area hereunder, for use in repressuring, stimu-
lation of production, or increasing ultimate recovery, in conformity with a
plan of operations approved by the Supervisor, the Commissioner, and Commis~-
gion, a like amount of gzas, after settlement as herein prévided 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 18 iIntroduced, 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 approved plan of operations or as may
otherwise be consented to by the Supervisor, the Commissioner and Commission
as conforming to good petroleum engineering practice; and provided fturther,
that such right of withdrawal shall terminate on the termination of this mnit
agreement,

Royalty due the United States shall be computed as provided in the
operating regulations and pald in value or delivered In kind as to all unit-
ized substances on the basls of the amounts Lhereof 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 average production per well, sald average production shall be detcermined

in accordance with the operating regulations as though each participatlng
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i area were a single consolidated lease. f 1

2 Royalty due on account of State lands shall be computed and paid 2

3 on the basis of all unitized substances allocated to such lands. 3

4 15. RENTAL SETTLEMENT. Rental or minimum royalties due on leases com- 4

5 mitted hereto shall be paid by working interest owners responsible therefor 5

6 under existing contracts, laws and‘regulations, provided that nothing herein 6

7 contained shall operate to relieve the lessees of any land from their re- 7

8 spective lease obligations for the payment of any rental or minimum royalty 8

9 due under their leases. Rental or mimimum royalty for lands of the United 9

10 States subject to this agreement shall be paid at the rate specified in the 10

11 respective leases from the United States unless such rental or mimimum royalty{ 11

: 12 is waived, suspended or reduced by law or by approval of the Secretary or his 12
; 13 duly authorized representative. 13
% 14 Rentals on State of New Mexico lands subject to this agreement shall 14
é 15 be paid at the rates specified In the respective leases, t5
1 16 With respect to any lease on non-Federal land containing provisions 16
17 which would terminate such lease unless drilling operations are commenced 17

18 upén the land covered thereby within the time therein specified or rentals are 18
19 paid for the privilege of deferring such drilling operations, the rentals re- 19

20 quired thereby shall, notwithstanding any other provisions of this agreement, 20G

21 be deemed to accrue and become payable during the term thereof as extended by | 21
. : 22 this agreement and until the required drllling operations are commerced upon 22
23 the land covered thereby or until some portion of such land is included with- | 23
24 in a participating area. 2
25 } . -.{SERVATION. Operations hereunder and rrocuction of unitized sub- 25
26 stanceas shall be conducted to provide for the most economical and efficient 26
27 recovery of said substances without waste, as defined by or pursuant to State | 27
28 or Federal laws or regulations. 28
29 17. DRAINAGT. The Unit Operator shall take such measures as U : Super- | 29
30 visor and Commissioner dcem appropriate and adequate to prevent dralfnage ol 1 50
31 unitized substances from unlitized land by wells on land not subject to this 3 41
]
32 agreemeant, 3 37
33 18. LEASES AND CONTRACTS CONFORMED AND EXUENUED. The terms, conditions, ; 33
J4 and provisions of all leases, subleases and other contracts reiating to ex- E 14
~15- ,
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ploration, drilling, development or operations for oil or gas on lands com-
mitted to this agreement are hereby expressly modified and amended to the ex-—
tent necessary to make the same conform to Fhe provisions hereof, but other-
wise to remain in full force and effect; anc the parties hereto hereby con-
sent that the Secretary as to Federal leases and the Commissicner as to State
leases shall and each by his approval hercof, or by the approval hereof by
itieir duly authorized representatives, do hereby establish, alter, change or
revoke the drilling, producing, rental, minimum royalty and royalty require-
ments of Federal and State leases committed hereto and the regulations in re-
spect thereto to conform said requirements to thc provisions of this agree-
ment, and, without limiting the generality of the foregoing, all leascs, sub-
leases, and contracts are particularly modified in accordance with the fol-
lowing:

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

ment under the terms hereof snall be deemed full performance of all

obligations for development and operation with respect to each and

every separately owned tract subject to this agreement, regardless

of whether there is any development of any particular tract of the

unit area.

(b) Drilliﬁg and producing operations performed hereurder upon

any traci of unitized land will be accepted and deemed to be per-

formed upon and for the benefit of =2ach and every tract of unitized

iand, and uo lease shall be deomed to oxpire by reason of failure

to drill or produce wells situated on the land thercin embraced.

(c) Suspension of drillimg or producing operations on all unitized

lands pursuant to direction or consent of the Secretary and Commis-

sioner or thelr duly authorized representatives shall be deemed to

constitute such suspenslon pursuant to such dircction or consent

ag to each and every tract of unitlzed land., A suspenslen of drili-

ing or producing operations llnlted to speelflcd Fands shall be ap-

plicable only to such lands.

{d) Each lease, subleasc or contract rclatlog to the exploration,

drilling, development or operation for oil or gas of lands other

than those of the United States or State of New Mexico committesd
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to this agrecment, which, by its terms might expire prior to the
termination of this agreement, is hereby extended beyond any such
term so provided therein so that it shall be continued in full
force and effect for and during the term of this agreement,

(e} Any Federal lease for a fixed term of twenty (20) years or any
renewal thereof or any part of such lease which is made subject to
this agreement shall continue 1n Inrce beyond thé term provided
therein until the termination tereof. Any other Federal lease com-
mitted hereto shall continue in force beyond the term so provided
therein or by law as to the land committed so long as such lease re-
mains subject hereto, provided that production is had in paying
quantities under this unit agreement prior to the expiration date
of the term of such lease, or in the event actual drilling opera-
tions are commenced on unitized lands, In accordance with the pro-
visions of this agreement, prior to the end ofAthe 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 pro-
visionz ¢f the Mineral Leasing Act Revision of 1960.

(f) Each sublease or contract relating to the operation and devel-
opment of unitized substances from lands off the United States com-
mitted to this agreement, which by 1ts terms would expire prior to
the time at which the underlying lease, as extended by the immedi-
ately preceding paragraph, will expire, is hereby extended beyond
any such term so provided therein so that it shall be continued in
full force and effect for and during the term of the underlying
lease as such term is herein extended,

(g) Any lease embracing lands of the State of New Mexico which is
made subject to thils agreement, shall continue in force beyend the
term provided thereln as to the lands committed hercto until the
termination hereof, subject to the piovisions of subsectian (e) of
Sectlon 2 and subsection (1) of this Section 18.

(h}) The segregation of any Federal Jease committed to this agrece-

ment is governed by the following provisons in Lhe fourth paragraph
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of Sec. 17(j) of the Mineral Leasing Act, as amended by the Act of
September 2, 1960 (74 Stat. 781-784): ™Any (Fcederal) lcase hercto-
fore or hereafter commited to any such {unit) plan embracing lands
that are in part within and in part outside of the area coverecd by
any such plan shall be segregated into separate leases as to the
lands committed and the lands not committed as of the effective date

of unitization: Provided, however, That any such lease as to the

nonunitized portion shall continue in force and effect for the term
thereof but for not less than two years from the date of such seg-
regation and so long thereafter as oll or gas is produced in paying
quantities.”

(1) Any lease embracing lands of the State ol New Mexico 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; providad, how-
ever, notwithstanding any of the provisions of this agreement to the
contrary, any lease embracing lands of the State of New Mexico hav-
ing only a portion of its lands committed hereto shall continue in
full force and effect beyond the term provided therein as to all
lands embraced in such lease, if oil or gas is discovered and is
capable of being produced in paylng quantities from some part of

the lands embraced in such lease at the expiration of the secondary
term 0f such lease; or if, at che expiraiion of the secondary term,
the lessee or Unit Operator is then engaged in bona fide drilling

or reworking operations on some part of the lands embraced in such
lease, the same, as to all lands embraced therein, shall remain in
full force and effect so long as such operations arc being diligent-
ly prosecuted, and I they result in the production of oll or gas,
gaid lease shall contlnue In full force and eiffect s to all of ihe
lands embraced thereln, so long thercafter as oll or gas In paylag
quantities is belng produced from any portlon of sald lands.

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

1ts lands committed hereto shall be segpregated as to the portion
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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 pro-
vides for a lump sum rental paymen&, such payment shall be prorated
between the portions so segregated in proportion to the acreage of
the respective tracts,

19. COVENANTS RUN WITH LAND. The covenants herein shall be construed
to be covenants running with the land with respect to the interest of the
parties hereto and their successors in interest until this agreement termi-
nates, and any grant, transfer, or conveyance of interest in land or leases

subject hereto shall be and hereby 1s conditioned upoa the assumption of 21l

privileges and cbligations hereunder by the grantee, transferee or other suc-

cessor 1n Interest. No agssignment or transfer of ary working interest, roy-
alty, or other Interest subject hereto shall be binding upon Unit Operator

until the first day of the calendar month after Unit Operator 1s furnished

with the original, photostatic, or certified copy of the instrument of trans- {

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

approval by the Secretary and Commissloner, or their duly authorized repre-

sentatives and shall terminate five (5) years from said effective date unless:

(a) such date of expiration is extended by the Director and Commis-

sloner, or

term or any extension thereof that the unitized laud is incapable of

production of unitized substances in paying quantities in the forma-

tions tested hereunder and after notice of intention to terminate
the agreement on such ground 1s given by the Unit Operator to all
parties in iInterest at their last known addresses, the agrecment is
terminated with the approval of the Supervisos and the Commissioner,
or

(¢) a valuable discovery of unltlzed substances hag bheen made or

accepted on unitized land during saild Inltial term or any crzlensiocn

]

{v> 1+ ic reasonably determined prior to the expiration of the fixed |

|
|
i
!
]

|
[
)
J
|
|
i
i

thereof, In which event the agrcement shall remain in effect for such’

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

19~

10

P
(=

13

14

15

16

17

18

19

20

22

23

24

5

26

27

28

29

10

37

33

14




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

sufflcient iv pay for the cost of produging same from wells on unit-
ized land within any participating area established hereunder and,
should production cease, so long thereafter as diligent operations
are in progress for the restoration of production or discovery of
new production and so long thercafter as unitized substances so dis-
covered can be produced as aforesaid, or
(d) 1t 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 signatory hereto, with
the approval of the Supervisor and Commissioner; notice of any such approval
to be given by the Unit Operator to all Lartles hereto.

21. RATE OF PROSPECTING, DEVELUPMENT AND PRODUCTION. The Director is
hereby vested with authority to alter or quify from time to time in his dis-
cretion 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 statewlde voluntary conservation or allocation prograr, which
is estzblished, rgcogniZed and generally adhered to by the majority of opera-
tors in such State, such authority being heieby limited to alteration or modi-
fication in the public interest, thee 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 1s also hereby vested with
authority to alter cor modify from time to time in his discretion the rate of
prospecting and development and the quantity and rate oi prouduciici under
this agreement when such alteration or modification is in the interest of at-
taining the conservation objectives stated jin this agreement and is not in
violation of any applicable Federal or State law; provided, further, that no
such alteration or modification shall be effective as to any land of the State
of New Mexico, as to the rate ol prospecting and developing in the absence of
the specific written approval thereof by the Commissioner and as to any lands
of thé State of New Mexlco ar privately owned lands subject to this agreement
as to the quantity and rate of production In the absence of specific written
approval thereof by the Commission.

Powers in this section vedgted (n the Blrcector shall only be oxer-

cised after notice to Unit Operator and opportunity for hearing toe be held
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not less than 15 days from notice.

22. CONFLICT OF SUPERVISION., HNeither the Unilt Operator nor the working
interest owners nor any of them shall be subject to any forfeiture, termina-
tlon or expilration of any rights hereunder or under any leases or contracts
subject hereto, or to any penalty or liability on account of delay or failure
in whole or in part to comply with any applicable provision thereof to the
extent that the Unit Operator, working interest owners or any of them are hin-
dered, delayed or prevented from complying therewith by reason of failure of
the Unit Operator toc obtain in the exercise of due diligence, the concurrence
of proper represeuntatives of the United States and proper representatives of
the State of New Mexico in and abhout any matters or things concerning which it
is required herein that such concurrence be obtained. The parties hereto, in-
cluding the Commission, agree that all powefs and authority vested in the Com-
mission In and by any provisions of this agreement are vested in the Commis-
silon and shall be exercised by it pursuant to the provisions of the laws of
the State of New Mexico and subject in any case to appeal or judicizl review
as may now or hereafter be provided by ihie lsws of the State of New Mexico.

23. APPEARANCES. Unit Operator shall, after notice to other parties af-
fected, have the right to appear for and on behalf of any and all interests
affected hereby before the Department of the Iuteiicr, the Commissioner of
Public Lands of the State of New Mexico and the New Mexico 0il Conservation
Commission and to appeai Irom ordeis issuecd under the regulations of said
Department. the Commission or Commissioner or to ~nply for relief from any of

sald regulations or in any proceedings relative to operations before the De-

partment of the Interfor, the Commissioner, or Commission, or any other legal-!

1y coustituted authority; provided, however, that any other interested party
shall also have the rlght at his own cxpense to be heard in any such proceesd-
ing.

24, NOTICES. All notlces, demands or statements required hereunder to
be given or rendered to the partles 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 or parties at thelr

respective addresses set forth In connecllon with the signatures hercto or

to the ratification or conaent hercofl or Lo such other address as any such
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party may have furnished in writing to party sending the notice, demand or
statcment, ;

25. NO WAIVER OF CERTAIN R{GHTS. Nothing in this agreement contained !
shall be construed as a walver 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 thercunder in any way affecting such par-|
ty, or as a waiver by any such party of any right beyond his or its authority
to waive.

26. UNAVOIDABLE DELAY. All obligations under this agreement requirlog
the Unit Operator to commence or continue drilling or to operate on or pro-
duce unitized substances from any of the lands covered by this agreement
shall be suspended while the Unit Operator, desplte the exercise 2f due care
and diligence; is prevented from complying with such ohligations, in whole or

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

sonable control of the Unit Operator whether similar to matters herein enu-
merated or not, No unit obligation which is suspended under this section
chzll beceme due less than thirty (30) days after it has beern determined that
the suspension is no longer applicable. Determination of creditable 'Unavoid-
able Delay" time shall be made by the Unit uperator suvjeci tu appiroval of the
Supervigor and Commissioner.

27. NONDISCRIMINATION. In connection with the performance of weork under
thls agreement, the Unit Operator agrees to comply with all of the provisicns
of section 202 (1) to (7) inclusive of Executive Order 11246 (30 F,R, 12319},

which are hereby incorporated by reference in this agreement.

28, LOSS OF TITLE. In the cvent title to any tract of unitized land !
ghall fail and the true owner canaot be induced to join in this unit agree-
ment, such tract shall be autom~tically recgarded as rot committed hercto and
there shall be such readjustment of future costs and beneflts as may be re-
quired on account of the loss of such title. [In the cvent of a dispute o

to title to any royalty, working Intercst or olher interests subject thereto,

payment or delivery or account thereol may be withheld withoul liablTity for
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interest until the dispute 1s finally settled; provided, that, as to Fcderal
and State land or leases, no payments of funds due the United States or State
of New Mexico should be withheld, but such funds of the United States shall
be deposited as directed by the Supervisor anu such funds of the State of New
Mexicc shall be deposited as directed by the Commissioner to be held as un-
earned 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
defert nr failure of any title hereunder.

29. NON~JOINDER AND SUBSEQUENT JOINDER. If the owner of any substantial
interest in a tract within the unit area fails or refuses to subscribe or con~
sent to this agreement, the owner of the working interest in that tract may
rithdraw sald tract from this agreement by written notice delivered to the
Suvervisor and the Commissioner and the Unit Operator prior tc the approval
of this agreement by the Supervisor and Commissioner. Any oil or gas inter-
ests in lends within the unit area not committed hereto prior to submission
of this agreement for final approval may thereafter be committed hereto by
the owner or owners therecf subscribing or consenting to this agreement, and,
if the interest 1s a working interest, by the owner of such interest also sub-

seribing to the unit operatliiy agrecment. After operations are commenced

a working interest owner is subject to such rquirements 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 intcrest
owner must be consented to In writing by the working interest owner committed
hereto and responsible for the payment of any benefits that may accrue hero-
under in behalf of such non-working interest. A non-working interest may not
be committed to this unit agreemeni unless the corresponding working Interest
is committed hereto. Jolnder to the unit agreement by a working intercst
owner, at any time, must be accompanlied by appropriate jolnder to the unit
operating agreement, if more than one commlitted working lntercsat owner is in-
volved, in order for th2 interest to be regarded as commltted to this unit
agreement, IExcept as may otherwlse hercln be provided, subsequent jolnders

to this agreement shall be effective as of the first day of the month follow-
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ing the flling with the Supervisor and the Commissioner of duly executed
counterparts of all or any papers necessary to establish effective commitment
of any tract to this agreement unless objection to such joinder is duly made
within 60 days by the Supervisor, provided, however, that as to State lands
all subsequent joinders must be approved by the Commissioner.

30. SURFACE AND ENVIRONMENTAL PROTECTION STIPULATIONS. Nothing in this
agreement shall modify any special Federal-lease stipulations relating to
surface and environmental protection, attached to and made a part of 0il and
Gas Leases Eovering lands within the Unit Area.

31. SURFACE MANAGEMENT STIFULATTON. Nothing in this agreement shall
modify any special Federal-lease stipulatlons relating to surface management,
attached to und made a part of 0i1 and Gas Leases covering lands within the
Unit Area,

32, COUNTERPARTS. This agreement may be executed in any number of
counterparcs uu uud 2f which needs to be executed by all parties or may be
ratified or consented to by separate instrument in writing specificzclly re-
ferring 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 noi it iz executed by all other parties owning or claiming an in-
tereat in the lands within the above described unit area.

33. SURRENDER. Nothing in this agreement shall prohibit the exercise
by any workiug interest owner of the rlght to surrender vested in such party
by any lease, sublease, or operating agreement as iv all cr sny part of the
lands covered thereby, provided that each party who will or might acquire
such working interest by such surrender or by forfeiturc as heveafter set
forth, is bound by the terms of this agreement,

I1f as a result of any such surrcader the working interest rights as
to such lands become vested in any party other than the fee owner of the
unitized substances, sald party may forfelt such rights and further benefits
from operation hereunder as to said land to the party next in the chain of

title who shall be and become the owner of such working interest.

If as the result of any such sur, der or forfelturce working interest

rights become vested in the fec owner of the woltized substances, sach owner
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(1) Accept those working interest rights subject to this agrcement

and the unit operating agreemert; or

(2) Lease the portion of such land as is included in a participating

area established hereunder subject to this agreement and the unit

' operating agreement; or

(3) Provide for the independent operation of any part of such land

that are not then included within a participating area est:zblished

hereunder.

If the fee owner of the unitized substances does not accept the
working iintevest rights suhiect to thic agreement and the :

L
143 ~

it operating
agreement or lease such lands as above provided within six (6) months after
the surrendered or forfelted working interest rights become vested in the fee
owner, the benefits and obligations of operations accruing to such lands un-
der this agreement and the unit operatine acreement shall he chared hu the
remdining owners of unitized working interests in accordance with their re-
spective working interest ownerships, and such owners of working interests
shall compensate the fee owner of unitized substances in such lands by pay-
ing sums equal to the rentals, minimum royalties, and royalties applicable

to suchh lands under the liease in effect when the lands were unitized.

An appropriate accounting and settlement shall be made for all beae-
fits accruing to or payments and expenditures made or 1ncurfed on behalf of
such surrendered or forfelted working interest subsequent to the date of
surrender or forfeiture, and payment of any moneys found to be owing by such
an accounting shall be made as between the parties within thirty (30) days.
In the event no unit operating agrcement is in existence and a mutually ac-
ceptable agreement between the proper parties thereto cannot be cunsummated,
the Supervisor may prescribe such recasonable and equitable agrcement as he
deems warranted under the circumstances,

The exercise of any right vested in a working interest owner to re-
assign such working interest to the party from whom obtained shall bhe subject
to the same conditions a3 set forth in this section In regard to the cxer-
cise of a ;ight to surrender.

34, TAXES. The working Interest owners shall render and pay for their
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account and the account of the royalty owners all valid taxes on or measurad
by the unitized substances in and under or that may be produced, gathered
and sold from the land subject to this contract after the eifective date of
this agreement, or upon the proceeds or net pr;ceeds derived therefrom. ‘the
working interest owners on each tract shall and may charge the proéer pro-
portion of said taxes to the royalty owners having interests in said tract,
and may currently retain and deduct sufficient of the unitized substances or
derivative products, or net proceeds thereof from the allocated share of each
royalty owner to secure reimbursement for the taxes so paid. No such taxes
shall be charged to the United States or the State of New Mexico or to any
lessor who has a contract with his lessee which requires the lessee to pay
such taxes.

35. NO PARTNERSHIP. It is expressly apreed that the relation of the
parties hereto is that of independent contractors and nothing in this agree-
ment contained, expressed or implied, nor any operations conducted hereuuder,
shall create or be deemed to have created a partnership or association be-
tween the parties hereto or any of them.

IN WITNESS WHEREOF, the parties hereto have caused this agreement
5

to be cxecuted and have set opposite their respective names the date of exe-

cution,.

CITIRS SERVICLE OIL COMPANY

By
(Date) ’ Attorney—-in-Fact

Address: P. O. Box 300
Tulsa, Oklahoma 74102

UNIT OPERATGR

ALLTED CHEMICAL CORPORATIONM
1300 Wil-e Bullding
Midland, texas 79701

ATLANTIC RIGCHFTELD COMPANY
P. 0. Box 1610
Mldland, Taexas 79701

DALPORT OTL CORPORATION

3471 First National Bank Building
trallas, Texas 75202
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STATE OF OKLAIOMA )
) SS
COUNTY OF TULSA )
On this

personally appeaied

EL PASO NATURAL CGAS COMPANY
600 Building of the Southwest
Midland, Texas 79701

FLUOR OIL & GAS CORPORATION
615 Midland Tower Building
Midland, Texas 79701

GLTTY OIL COMPANY
1000 Vaughn Building
Midland, Texas 79701

GULF OIL COMPANY
P. 0. Box 1150
Midland, Texas 79701

J. M. HUBER CORPORATION
1900 Wilco Building
Midland, Texas 79701

MR. G. DEE WILLIAMSON
P. N, Rox 2206
Roswell, New Mexico 88201

THE WISER OIL COMPANY
110 Gihls Tower East
Midland, Texas 79701

WORKING INTEREST OWNERS

1973, before me

, o mc known to be the person who

executed the foregoing lnstrument as Attorney-in-~Fact in behalf of CITIES

SERVICE OIL COMPANY, a Delaware corporation, and acknowledged thac he exe-

cuted the same ag the free act aad dced of sald Citles Service 011 Company.

My Commission lxpires:

~27-

i — o — o 1 i A - A e it -+ At =




R-24 - E

59 85 211575 6’13370 3595 J[39 46 213934

rs‘sl 399/

Y3522 <1309 J13687 2Vsse 1

N N wisk N
HuBER ATLANTIC @ se o
corp. RICHFIELD
NM-0858260 KM-0556282 |
s 44 o

5 4
ALLIED CHEIMICAL
™ |
voo A 1 W L ! TN W 1 1 !
@ NM-0883776
GETYY OIL
(3¢ 06 @
NM-055TN38
D\ £ PASD
5 DALPORT O
>/ L__.1 n NU - 15288-A
; 3 7-‘ G. DAL N (5288
A (-1 ]
T ) (i7)
/43 \ / .
2] L 8 5 |
SETTY
. mo
(73%3 GETTY OIL @ ATLANTIC
| SULF RICHMFIELD
= w-3276 CITIES SERVICE NM-0437366 2 3
amrr @ NM- 11798
NM- 2020 @

é) @ ! cnrul.‘zsz:zzonvncz
(3¢ 52 |8 |7
% %
L- 7038
T4 80 7 CITIES SERVICE CITIES SERVICE /
o & o NM-0360248 NM-0560247
vt E @ /// e 4
&/
///':;::‘:
5
R-24 - E
L1 Federal Land

State

Tract Nu

Land

mber

EXHIBIT "A"

AZOTEA MESA UNIT

Eddy County, New Mexico

Scale 2"

= 1 Mile




Serial No.

EXHIBIT B
Azotea desa Unit
T-23-S, R-24-E
Eddy County, New Mexico

Tract Number and Exp. Basic Rovalty )
No. Description of Land of Acres Date of Lease Ownership Percentage Lessee of Record ORR and Percentage Working Interest sl
1. Section 9: NE/4, NW/4 200.00 NM-0487566 USA 12.5% Atlantic Richfield David Fagerness - 23  Atlantic Ricenfield O
SE/4 12/31/73 Company
2. Sewvidiow Z: Lotz 1) 2 Qa2 /4% NM-_NS517 74 TQA 12.5% Allied Chemical C. R. Price - 5% Allied Chemical Cer:
3, 4, S/2 X/2 5/30/74 Corporation tion
Section 5: Lots 1, 2,
3, 4, S/2 X/2
Section 6: Lots 1, 2,
S$/2 NE/4, SE/4
Section 8: NW/4 XW/4
3. Section 9: NE/4 SE/4 40.00 NM-0554199 USA 12.5% The Wiser 0il None The Wiser 0il Compar
7/31/74 Company
4. Section 7: SE/4 NE/4, 200.00 M{-0556282 CSA 12.5% Atlantic Richfield R. C. Patterson - 37 Atlantic Richfielé
SE/4 2/28/15 Company
5. Section 6: Lots 3, 4, 296.01 NM-0557138 USA 12.5% Getty 011 Company Jack Grynberg and Getty 0il Company
5, 6, 7, SE/4 NW/4, 5/31/75 Jean Burke - 5%
E/2 SW/4
6. Section 7: NE/4 NE/4 40.00 NM-0557140 USA 12.5% Getty 0il Company Gayle Hubbard - 5% Getty 0il Company
5/31/75
7. Section 7: Lots 3, 4, 148.80 NM-0558260 USA 12.5% J. M. Huber Corpo-~ Clara Murphy - 3% J. M. Huber Corpora
E/2 SW/4 16/31/75 ration Olir Featherstone II -
$500/ac. out of 3%%
8. Section 18: Lot I, Ef2 514.52 NM-0560246 USA 12.5%  Cities Jervice 0il Gilbert Catanach, Frank Cities Service 0il
W/2, E/2 6/30/76 Company Santana, Dalio Martinez
and E. J. Floersheim - 2%
Esdras Hartley - 3%
9, Section 17: All 640,00 NM-0560247 USA 12.5% Cities Service 0il J. M. Dunbar - 17 Cities Service 0il
6/30/76 Company Victor Higgins - Ly
Judith Holcomb - 3%
Exhibit B
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Serial No.

EXHIBIT B
Azotea dMesa Unit
T-23-S, R-24-E
Eddy County, New Mexico

Number and Exp. Basic Rovalty
Land of Acres Date of Lease Ownership Percentage Lessee of Record ORR and Percentage Working Interest anl Tercentage
NW/4 200.00 NM-0487566 USA 12.5%7 Atlantic Richfield David Yagerness ~ Atlantic Richfield Cozpanvy 1005
12/31/73 Company
i, 2, 993.84 NM-0553776 UsA 12.52 Allied Chemical C. R. Price - Aliied Chemical Ccrpera- 100%
5/30/74 Cornnrarion rimn
1, 2,
i, 2,
xw/4
SE/&4 40,00 NM-0554199% TSA 12.5% The Wiser 0il None The Wiser 0il Company 100%
‘ 7/31/74 Company
NE/4, 200.00 N-0556282 USA 12.5% Atlantic Richfield R. C. Patterson - Atlantic Richfield Company 100%
2/28/175 Company
i3, 4, 296.01 N{-0557138 LSA 12.5% Getty 0il Company  Jack Grynberg and Getty 0il Company 100%
i/4, 5/31/75 Jean Burke -
NE/& 40,00 NM-0557140 USA 12.5%  Getty 0il Company Gayle Hubbard - Getty 0i1 Company 1007
) 5/31/75
B, 4, 148.80 NM-0558260 USA 12.5%2 J. M. Huber Corpo- Clara Murphy - J. M. Huber Corporation 1007
i0/31/75 ration Olin Featherstone II -
$500/ac. out of 3%%
1, Ef2 514.52 WM-0560246 USA 12.5% Cities Service 0il Gilbert Catanach, Frank Cities Service 0il Company 1007
6/30/76 Company Santana, Dalio Martinez
i and E. J. Floersheim -
Esdras Hartley -
640.00 NM-0560247 USA 12.5% Cities Service 0il J. ¥, Dunbar - Z Cities Service 0il Company 100%
6/30/76 Company Victor Higgins - YA
Judith Holcomb - 7
Exhibit B

Page 1




Serial No.

Tract Number and Exp. Basic Royalty
No. Description of Land of Acres Date of Lease Ownership Percentage Lessee of Record ORR and Percentage Working Interest an
10, Section 7: Lot 2 34,28 NM-0560248 USa 12.5% Getty 0il Company Kirby Petroleum Company 5% Getty 0il Company
6/30/76
11. Section 8: §/2, NE/4, 680,00 N1-2020 USA 12.5% Cities Service 0il Franklin oore - 1% Cities Service Qil
S/2 NW/4, NE/4& XW/4 4130777 Company Thomas Allen - 4%
Section 9: S/2 SE/4
12. Section 7: W/2 NE/4, 160.00 N-3276 USA 12.5% Gettv 0il Company A, Tandodale — 2% Geiiy Uil Guuwpany
E/2 nw/4 5/536/77
13. Section 7: Lot 1 34,20 N-7058 USA 12.5% Getty 0il Company Louise Safarik - 3% Getty 0il Companv
7/31/78
14. Section 5: SW/4 SW/4 40.00 W2-11458 USA 12.5% G. Dee Williamson None G. Dee Williamson
3/31/80
15. Section 9: W/2 320.00 \M-11798 rsA 12.5%  Gulf 0il Corpora- Thomas Allen - 57 Gulf 0il Corporatic
5/31/80 L on
16. Section 5: SE/4, N/2 280.00 X\M-15288 LSA 12.5%  Dalport 0il Cor- None Dalport 0il Corpora
SW/4, SE/4 SW/4 3/31/82 poration
17. Sectiomn 4: §/2 320.00 NM-15288-A USA 12.5Z E1 Paso Natural Dalport 0il Corporation 5% E1 Paso Natural Gas
3/31/82 Gas Company pany
18. Section 18: Lots 2, 3, 184,04  LN-18285 UsA 12.5%  Fluor 0il & Gas None Fluor 0il & Gas Cor
and 4 4/30/83 Corporation tion
TOTAL FEDERAL LAXNDS -5,045.69
19. Section 16: SE/4, S/2 280.00 L-4224-1 State 12.5%  E1 Paso Watural Yone El Paso Natural Gas
SW/4, NE/4 SW/4 2/17/80 Gas Company Company
20. Section l6: N/2, NW/4 360.00 L-7035 State 12.5%2 Cities Service 0il None Cities Servic 0il
SW/4 2/15/82 Company
TOTAL STATE LANDS 640.00
TOTAL LANDS 5,685.69
Exhibit B
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Serial No.

‘ Number and Exp. Basic Royalty
ind of -Acres Date of Lease Ownership Percentage Lessee of Record ORR and Percentage Working Interest and Fercentage
34.28 M-0560248 USA 12.5% Getty 0il Company Kirby Petroleum Company 5% Getty 0il Company 1007
6/30/76
E/4, 680.60  N:1-2020 USA 12.5%  Cities Service 0il Franklin lNoore - 1% Cities Service il Cozpany 1007
/4 4/30/77 Company Thomas Allen - 4%
/4
/4, 160.00 NM-3276 USA 12.5% Getty 0il Company A. Landsdale - 5% Getty 0il Company 100%
9/30/77
34.20 ~NM=7058 UsA 12.5%  Getty 0il Company Louise Safarik - 3% Getty 0il Company 1007
1735176
w/é 40.00 N:-11458 CsA 12.5%2 G. Dee Williamson None G. Dee Williamson 1300%
3/31/80
320.00 \¥-11798 USA 12, 5% Gulf 0il Corpora- Thomas Allen - 5% Gulf 0il Corporation 1007
i 5/31/80 tion
N/2 280.00 wM-15288 USA 12.5% Dalport 0il Cor- None Dalport 0ii Corporation 100%
3/31/82 poration
320.00 NM-15288-A USA 12.52 E1 Paso Natural Dalport 0il Corporation 57 E1 Paso Natural Gas Com- 100%
) 3/31/82 Gas Company pany
‘2, 3, 104,04  NM-~18285 USA 12.5% Fluor 0il & Gas None Fluor 0il & Gas Corpora- 100%
4/30/83 Corporation tion
%US 5,045,065
P 5/2 280.00 L-4225-1 State 12.5% El Paso Natural None E1l Paso Natural Gas 100%
| 2/17/80 Gas Company Company
; NW/4 360.00 L-7035 State 12.5% Cities Service 0il None Cities Service 0il Company 100Z
i 2/15/82 Company
'S 640.00
5,685.69
Exhibit B
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OPERATING AGREEMENT
THIS AGREEMENT. entered inta this  _13th  day of October ~ .19 77 | belween

5

CITIES SERVICE OIL COMPANY

hercafter designated as “Operator”, and the signatory parties other than Operator,

WITNESSETH, THA'T:

WHEREAS, the parties to this agreement are owners of gl and gas leases covering and, af so indicated,
unleased mineral interests in the tracts of Jand described in Exhibit “A", and all putlies have reached an
agreement 1o explore and develop these leases and interests for otd and gox o the extent and ws hereinadie
provided;

NOW, THEREFORE, it is agreed as follows:

i. DEFINITIONS
As used in this aprecment, the {allowing words and terms suall have the meaninggs here aseribed to
them.

(1) The words “party” and “parties” shall alwayr mean a party, or parties, to this agreement. Under Sec-
tion 2. A., the words "party" or "partics" shall mean only those partleipating
in the drilling »1° the proposed well.

(2) The pérties to this agreement shall always be refenied to as “it” or “they”, whetber the parties be cor-
porate bodies, partnerships, associaltons, vr persons real.

(3) The term “oil and gas" shall include oil, pas. casinghead gas, pas condensate, and all other liquid or gase-
ous hydrocarbons, unless an intent to limit the inclusiveness of this term is specifically stated.

{4) The term “oil and gas interests” shall mean unleased fee and mineral intevests in tracts of lund dying
within the Unit Arca which are owned by partices to this apreement.

(5) The term “Unit Area” shall refer to and include all of the lunds. ol and gas leasehold interests and ail
and gas interests intended to be developed and operated for oil and pas purposes under this agreement.
Such lands, oil and gas Jeaschold interests and oil and pas interests are deseribed in Exhibit “A™,

{6) The term “drilling unit” shall mean the zrea fixed for the diilling of oie weii {or iLlw area wiich
is necessary Lo chlain a tall allowable [or such wnll) under an order or rulc of any
state or federg! bedy having authority.  If a drilhing unit is not fixed by uny such rute or order, a driiiing
unit shall be the drilling unit as established by the pattern of deilling a0 the Unit Area or as fixed by ex-
press agreement of the parties.

(7} Al exhibits attached to this agreement are made a part of the contract as fully as though copied in full
in the contract.

(8) The words ‘cquipment” and "materials’ as used here are synonymons and shall mean and include all

0il field on

nnline awmed
e

ies and peorssnul propeity acquiced {or use n ike Unit Area.

{7)Unless othervise apreed upon by (he parties participating in a well, "Drillsite”
shall wean the lease and/or oil and gas interests underlylng the projposcd will
insofar as they ure wilhin the drilling wnit.

2. TITLE EXAMINATION, LLOSS OF LEASES AND OIL AND GAS INTERESTS

A. Title FExaminatlon:

Each party hereto ahiall, as to tis conlvibution and npon vequest, farnish cach other party with certi-
‘led or photostatic copirs of all Vitle papers and opinfona fn ile posaraston.

There ahall be ro --.alnatlon of title ta leases, or Lo oll sad gao Intereats, except, that title ‘-
the drillsite shall L examlned on & complete abatract record by Operator's  atborney, and the t{tle Lo Lhe
irillsite must be approved by the vxamining Allorney, or accepted by all jartica. A copy of ‘b examining
attorney's opinion shall be aenl to  cach party trmaedistely after the opinion I written, anil, waleo each
party shall be given, as they are wriltten, a copy of a) subnequent avpplemenial attorney's reports. A gond

faith =ffort to satisfy the examining atorney's requirementrs nhall tr made by the parly or partiss ning
the drillsite.

If title to the propoged drillsite {8 not approved Ly the cxaminlng attorney or the lease la not ac-
ceptable for a malerial reuscu, and all partics do not mccept the tltle, the parties shall aslect & new
drillsite for the first cxploratory well; provided, if the parties are unable Lo agree upon another drill-
site, this agreement shall, in that case. come to an end and all parties ahall then forfeit their rights and
be relieved of obligations hrreunder. If a new drillsite ia selerted, titlc ahall bs axamined, and Litle
shall be approved or accepted or relected in like manner sa provided ebove concerning the drillsite first
selected. If title to the second chofce drillsite is not approved or mccepted, other drillsftes shall he
successively selected mand title exemined, unti) a drillsite 1a chosen Lo vhich Litle {8 approved or accepted
or until tire partiee fall tn s=lect another drillefte. As in the case of the drillsite firs! selected, 8o

—_1—
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aleco with successive chinleces it the time cowes that the parties have not upproved  Litle and are unable ¢
agrce upon an allernate dyilloite, the contrast shndl, {n that coase and at that dice, vcome to an erd and ail
parties shall forfeit their rights ad be velieved of obligations under tnic con‘yart.

No well other thun the firat tent shall be drsdled o the Untt avers oot D nfier (1) the title 14 the
drillsitc has been examined by an ut: vasy tor one ot the prrtieiynt iy jartics, and (2) the title has heen
approved by the examining attorncy - the title hus teen aceapted by all of the partien who are Lo partisi-

pate in the drilling of the well.

The examining attorncy under :i.is Scetion 2. A., may Accept 1103 papers and annther nqualiffed et-
torney's opinion ar the opinion calive tor abowve rather than contuci a nepeaatc Litle examinatlon.
B. Fallure of Title:
Should any oil and gas lease, or interest therein, be lost through failure of title, this agreement shall,
nevertheless, continue in force as to all remaining leases and interests, aﬁd
(1) The party whose 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 ihe other parties any development or operating costs
which it may bave theretofore paid, but there shalt be no monetary liability on its part to the other par-
ties hereto by reason of such title failure; and
(2) There shall be no retroactive adjustment of expenses incurred or revenues reccived from the operation
of the interest which has been lost, but the interests of the parties shall be revised on an acreage basis,
as of the time it is determined finally that title failurc has occurred, so that the interest of the party
whose lease or interest is affected by the title failure will thereafter e reduced in the Unif Area by the
amount of the interest lost; and
(3) If the proportionate interests of the other parties hereto in any producing well theretofore drilled on
the Unit Area is increased by reason of the title failure, the party whose title has failed shall receive
the proceeds attributable to the increase in such interests (less operating costs attrihntahle thoratn)
until it has been reimbursed for unrecovered costs paid by it in connection with such well; and
(4) Should any person not a party to this agreement, who is delermined to be the owner of any interest in
the title which has failed, pay in any manner any part of the cost of operation, development, or equip-
ment, previously paid under this agreement, such araount shall be proportionately paid to the party or
parties herels who in the first instance paid the costs which are so refunded; and
(5) Any liability to account to a third party for prior production of oil and gas which arises by reason of title

failure shall be borne by the party whose title failed, or if more than one then by the
parties whose title failed, in the same proportions in which they shared in such
prior production.

C. Loss oi Leuses for Causes Other Than Title Fellure:

If any lease or interest subject to this agreement be lost througl'm failure to develop or because express
or implied covenants have not been performed, or if any lease bé permitted to expire at the end of its primary
term and not be renewed or extended, or if any lease or interest therein is lost due to the fact that the produc-
tion therefrom is shut in by reason of lack of market, the loss shall not be considered a failure of title and all
such losses shall be joint losses and shalil be borne by all parties in proportion to their interests and there shall

be no readjustment of interests in the Unit Area. (Joint loss only as tc losses occuring after
the effective date hereof by reason ol acts performed, or not performed, after said
date. )

3. UNLEASED OIL AND GAS INTERESTS
It any party owns an unleased oil and gas interest in the Unit Arca, that interest shall be treated for the
purpose of this agreement as if it were a leased interest under the form of oil and gas lease attached as “Exhi-
bit "D" and for the primary term therein stated. As to such interests, the owner shall receive royalty on produc-
tion as prescribed in the form of oil and gas lease attached hercto as Exhioit D', Such party shall, however,
be subject to all of the provisions of this agreement relating to lessees, to the extent that it owns the lessec

interest. (See Section 30 A.)
4. INTERESTS OF PARTIES

Exhibit A" lists all of the partles, and their respective percentage or fractional interests under this
agreement. Unless changed by other provisions, all costs and ilabilities incurred in operations under this con-
tract shall be borne and paid, and all equipment and meterial acquired in operations on the Unit Area shall be
owned, by the parties as their interests are given in Exhibit “A". All production of oil and gas from the Unit
Area, subject to the payment of lessor's royaliies, shall also be owned by the parlies in the same manner,

—
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Ir eny intorest in an oil and ras lease coverod by this goroement Is our

an overridiyy royalty, production penicnt, or other chaw over and alor. the sual
onc-cighth (1/) royaily, the party contributing that  fatevest o She teaces chall
assume and alone benr all such ~xeess bligetions @l shacl ascoace Do v 8

owners bthercol out ol fto share of €he wornimg: tnlorern prodoe s Tonn of the Tols Ay e,

5. OPERATOR OF UNIT

_CITIES SERVICE QLL COMPANY shall be the Operator of
the Unit Area. and shal! conduct and direct and have full control of all operations on the Unit Area as per-
mitted and required by, and within the limits of, this ageeement. 1t shedl conduet all such operations in a good

and workmanlike manner, but it shall have no lLability as Operator to the other partics for losses sustained,
or liabilities incurred, except such as may result from gross negligence or from breach of the provisions of

this agreement.
$. EMPLOYEES

The number of employees and their selection, and the hours of labor and the compensation for services
performed, shall be determined by Operator.  All employers shall be the employces of Operator.

1. TEST WELL

Subject to Scetion © hercol, and as soon as  prachicublo ) Uperabor shatLocomm-
once the drillimg ol a well for il and jras in Lhe tollowing Location:

290 2240
4880 feet from the south line and @8 feet
from the west line of Section 8, Township 23
South, Range 24 East, Eddy County, New Mexico,

and shall thereafter continuc the drilling of the weil with due diligence 10 5 depth sufficient fo
test the Morrow formatdon or to & dopih of 1G,0uu teet, whichever is the lesser,

unless granite or other practicatly impenetrable substance is encountered at a lesser depth or undess ail parties
agree to complete the well at o lesser depth.

Operator shall make rewsonable tests of sl formations encountered during drilling which give indica-
tion of containing oil and gas in quantities sufficient to test, unless this agreement shali be linited in its ap-
plicatien to u specific formation or formations, in which event Operatar shall be required to test only the
formation or formations to which this agreement may apply.

If in Operatoi’s judgment the well will pot produce e or gas in paying qt‘mntilitu\, and it wishes o
plug and abandon the test as a dry hole, it shall first secure the consent of ull purties to the plugging, and the

well shall then be plugged and abandoned as promptly ax possible.

8. COSTS AND EXPENSES
Except as herein otherwise specifically provided, Operator shall promptly pay and discharge all costs
and expenses incurred in the development and operation of the: Unit Arca puisuani to this agreement and shall
charge each of the partics hereto with their respactive proportionate shares upon the cost and expense basis
provided in the Accounting Procedure attached hereto and marked Exhibit “C”. 1f any provision of Ex-
hibit “C” should be inconsistent with any provision contained in the body of this agreement, the provisions in

the body of this agreement shall prevail.

Operator, at its election, shall have the right from time to time to demund and receive from the other
parties payment in advance of their respective shures of the estimated amount of the costs to be incurred in
operations hereunder during the next succeeding month, which right may be exereised only by submission to
each such party of an itemized stalement of such estimated costs, together with an invoice for its share there-
of. Each such statement and invoics for the payment in advance of estimated costs shall be submitted on or
before the 20th day of the next preceding month. Each parly shall pay 1o Operator its proportionate share of
such estimate within fifteen (15) days after such estimate and invoeice is received. If any parly fails to pay its
.share of said estimate within said time, the amount due shall bear interest et the rate of twelve  percent
(12%) per annum or such maximum rate as permitted by law, whichever is the lessor,
until paid, Proper adjustment shall be mede monthly between advances and actual coat, to the end

that each party shall bear and pay its proportionate share of actual costs incurred, and no more.
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2. OPFRATOR'S LIEN

Opertor s goven o st and preferced len on the interest oi cach party covered Ly the contiact, and
meach partty's nterest i ool and pas produced and the praceeds fyons e sale ihe e U wer gy
cach party's Inlevest io mateeiald wud coguipment to Soeae the payme st 5ol 50
duc fyom cuch such party to operutor,

ln the event any party fails to pav any smeunt owngg by i u Operador oas oty share ot such vo e gl
expense or such advance estimate within the time dimnted for payment thereol, Operator, without prejudize to
other existing remedics. 15 authorized. af jts election to coffect from the purchaser or purchasers of oo .
the procecds aceruing 1o the working interest or interests i the Unit Aren of the dehingquent peoty g to the
amount owing by such party. and cach purchaser of oil or gus is suthovized to rely upon Operator’. tdeme!
as to the amount owing by such party.

In the event of the neglect or failure of any non-aperating narty to promptly pay its praportionate part
of the cost and expense of development and operation when due, the other non-aperating parties and Operator,
within thirty (30) days after the rendition of statements therefor by Operator, shall proportionately contiibnte
to the payment of such delinquent indebtedness aad the non-operaling parties so contributiog shall he entitled
to the same lien rights as are granted to Operator in this seetion. Upan the payvment by such delinguent or
defaulting party to Operator of any amount or amounts on such delinguent indebtedness, ov upon any recovery
on behulf of the non-ogerating partics under the Hen conferred above, the amount or amounts o paid or re-
covered shall be distributed and paid by Operator to the other non-operating parties and Operator propor -
lionately in accordance with the contributions theretofore made by them.

10. TERM OF AGREEMENT

This agreement shall remain in fall foree wand offeel for as long s any of the oit and gos leases subjected
ty this nuveement remain or are continued in foree as 1o any part of the Unit Ares, whether by production, ex-
tension, renewal or otherwise; provided, however, that in the eveni ihe first woll drilled hereunder resulis in

a dry hole and no other well is producing oil or gas in paying quantities from the Unit Arca, then al the end
of ninety (80) days after abandonment of the first test well, this apreement shall terminate unless one or
more of the paities are ihen cagaged in drilling a well or wells pursuant to Section 12 hercof, or all parties
have agreed to drill an additional well or wells under this agreement, in which event this agreement shall con-
tine in force until such well or wells shall have been drilled and completed If production resoits there-

from this agreement shall continue in force thereafter as il said first test well had been yproductive in paying

quantities, but i produc » paving quantities does not resdlt thevelrom this agreement shall terminate
at the end of ninety (80) days after abandonment of such well or webls, It is agreed, however, that the term-
ination of this agreement shall not relieve any party hereto from any labidity which has acerued ar altached
prior 1o the date of such termination. Subject to Scction 30, Paragraph 1. 11,
11. LIMITATION OXN EAFENDITIRES

Without the conseni af all parties: (ay No well shall be drifled on the Unit Area except any well ex-
pressly provided for in this agreement and except any well drilled pursuant to the provisions of Section 19
of this agreement, it being understomd that the consent to the deilling of a well shall include consent to all
necessary expenditures in the drilling, lesting, completing, and equipping of the welly including necessary
tankage: (b) No well shall be reworked, plugged back or deepened except o well reworked, pluuged bhack or
deepened pursuant to the provisions of Section 12 of this apreement, it being understood that the consent to
the reworking, plugging back or decpening of a well shafl include consent to all necessary expenditues n
conducting stich operations and completing and cquipping of said well to produce, including pecessary tank -
are; (¢) Operator shall not undertake any single project reasonubly estimated o require an expendituse 1n
excess of Ten Thousand Dollars ( _210,000,00

cexcept in connection with o well the drilling, reworking, deepening, or plugging back of which has been pre-

viously authorized by or pursusnt to this agreeinent:; provided, however, that in case of explosion, fire, flond,
or otiner sudden emergency, whether of the same or different nature, Operator may tuke such steps and incu:
such expenses as in ils opinion arve required to deal with the cinerpency and Lo safeguard Nfe and poperty,
but Operator shall, as promptly as possible, report the cmergency to the other putties. Operator shadl, upon
reques!, furnish copies of its “Authority for Expenditures”™ for any single project costing in eyv-

cess of $ 5,000,000 _, and for any l:sscr amounts when prepared for Uporalor'e own ise.

—



12. OPERATIONS BY LESS THAN ALL PARTIES *

If all the parties cannot mutually agree upon the drilling of any well on the Unit Area other than the
test well provided for in Section 7, or upon the reworking, deepening or plugging back of a dry hole drilled
at the joint expense of all parties or a well jointly owned by all the parties and nol then producing in paying
quantities on the Unit Area, any party or parties wishing to dritl, rework, decpen av plug back such a well?
may give the other partivs written notice of the proposed operatlion, specifying the work to be performed,
the locution, propored depth, objective formation and the estimated cost of the operation.  The partics receiv-
ing such a notice shall have thirty (30) days (except as to reworking, plugging back or dritling (i(.‘l'p('r, where
a drilling rig is on location, the period shall be limited to forty-cight (48) hours exclusive of Saturday or Sun-
day) after rece’ipt of the notice within which to nolify the parties wishing to do the work whether they elect
to participate in the ccst of the proposed operation. Failure of a party receiving such a notice to so reply to
it within the period above fixed shall constitute an election by that party not to particibate in the cost of the
proposed operation.

If any party receiving such a notice elects not to participate in the proposed operation (such party or
parties being hercafter referred to as “Non-Consenting Party™), then in order to be entitled to the benefits
of this section, the party or parties giving the nolice and such other parties as shall elect t¢ participate in the
aperation (all such parties being hereafter referred to as the “Consenting Parlies™) shall, within thirty (30)
days -after the expiration of the rnotice period of thirty (30) days (or as promptly as possible after the expir-
ation of the 48-hour period where the drilling rig is on location, as the case may be) actually commence work

on the proposed operation and complele it with due diligence.

The entire cost and risk of conducting such opcerations shall be borne by the Consenting Parties in the
cropontivis thal their respective interests as shown in Exhibit A" bear to the total interests of all Consenting
Partics. Consenting Parties shall keep the leasehold estates involved in such operations free and clear of all
liens and cncumbrzxnces of every kind created by or arising from the operatisns of the Cunsenting Parties. If
such an operation results in a dry hole, the Consenting Parlies shull 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
section results in a producer of oil and/or gas in paying quantities, the Consenting Parties shall complete and
equip the well to produce at their sclz cost and risk, aiid e weil shali then be turned over to Operator and
shall be operated by it et the expence 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 section, each Non-Consenting Party chall be deemed to have relin-
guished iv Couscnting Parties, and the Consenting Parlies shall own and be entitled to reccive, in proportion
to their respective interests, all of such Non-Consenting Party’s interest in the well, its leaschold operating
rights, and share of production therefrom until the procceds or market velue thereofl (after deducting pro-
duction taxes, royalty, overriding royalty and other interests payable out of or measured by the production

frorm such well accruing with respect to such iaterest until it reverts) shall equal the total of the following:

{A) 1009 of each such Non-Consenling Parly's share of the cost of any newly acquired surface equipment
beyond the welthead conneclions {including, but notl limited to, stock \anks, separators, treaters,
pumping equipment and piping), plus 1065 of caca 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 to it under other provisions of this section, it being agreed that
rach Non-Consenting Party’s share of such costs and equipment will bhe that interest which would have
been chargeable to each Non-Consenting Party had it participasted in the we" from the begirning of

the operation; and

(B) 300% ot that portion of the costs and expenses of drilling, reworking, decpening or plugging back,
testing and completing, after deducting any cash contributions received under Section 24, and 1007
of that portion of the cost of newly acquired equipment in the well (ta and including the wellhead
connections}), which would have been chargeable to such Non-Consenting Party if il had participated

therein.

ASubject to Section 30, Paragraphs Iooand L by
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In the case of any reworking, plugging back or deeper didhisge operation the Carcentine Pantaes shall
be permitted to use, free of cost, all casing, tubing and other cagmprment in the well, but the owner hap of ol
such equipment shall vemain unchanged; and apon abaoadatencist of o well after el teworkiog, plugrimg
back or deeper drilting, the Consenting Parties shall aecount for all such equpmient ta the pwner e,

with each party receiving its proporticnale part in kind or in valuce.

Within sixty (60) days after the completion of any operation under this section, the party conducting
the operations for the Consenting Parvties shall Tuemish cach Non-Consenting Party with ae inventory of
the equipment i and connected to the well, and an itemeed stidement of e cost ol diilhig, devpenay
phugging back, testing, completing, ad equipping the well for production: or, al its oplion, the aperating
party. in licu of an itemized stitement of such costy of operation, may subinil a detailed stitenment of wanthly
billings. Fach month thereafter, duriing the time the Consenting Partics are being reimburad  as provided
above, the Consenting Pactiecs shall Tuvuish the Non-Consenting Parties with an itemized  statement of all
costs and labilities incurred in the operation of the well, topether with o statement of the quantity of il
and gas produced fram it and the amount of proceeds veadized from the ~ale of the well's werking interest
production during the preceding month,  Any amount realized from the sale or other disposition of equip-
ment newly acquired in connection wilh any such operation which wonll have been owned by o Non-Can-
senting Party had it participated thevein shall be eredited Lo veimlurcoement in Lthe Same manney as
production is credited, in determining when the interest of such Non-Consenting Party shall revert

to it as above provided; if there is a credit batance it shall be paid to such Non-Consenting Party.

It and when the Consenting Parties recover from a Non-Consenting Pacty’s relinquished interest the
amounts provided {er above, the relinquisned inictesis of sl Naon Coosenting Party shall automatically
revert 1o it and from and afler such reversion such Non-Consenling Party shal' own the some islerest in such
well, the operating rights and working interest therein, the materid and equipment in or pertaining thereto,
and the production ihercirom ax such Non-Consenting Puarty would have ewned had it paa ticipated an the
drilling, reworking. deepening or phngging back of said well Theveafter, xuch Non-Consenting Purty shall b
charged with and shall pay its proportionate part of the further costs of the opievation of said well in accord-

ance with the terms of this agreement and the accounting procedure schedule, Exhibit “C7, alluched hereto.
4

Notwithstanding the provisions of this Section 12, it is mpreed thot without the mutunl consent of all
pariies, no wells shall be completed in or produced from u source of supply from which a well located else-
where on the Unit Area is producing, unless such well conforms o the then-existing will spaeing? pdttern
for such source of supply.

The provisions of this section shall have no application whalsocver Lo the diidling of e mitial st
well on the Unit Area, butl shall apply to the reworking, deepening, or plugping back of e ootial ot well
after it has been drilled to the depth specified in Scction 7, 0§ it is, or thereafter shall goove to be o diy
hole or non-commerciai well, and to all other wells drilted, reworked, decpened, or plupgped back, o pro-
posed to be drilled, reworked, deepened, or plugped back, upon the Umt Area subsequent to the dodhing of

the initial test well.

3. RIGHT TO TAKE PRODUCTION IN KIND

Each parly shall take in kind or separately dispose of it ppopoitionate ~hiae of all ol and g pra
duced from the Uait Arca. exclusive of production which may be usedd i development and jrodacing oper -
ations and in preparing and treating oil for marketing Urposes uul production unavordably lost Fach pasty,
except as may otherwise be provided in ixhibit "E . .
saall pay or deliver, or cause 1o be paid or delivered, all royaltivs, overviding royaltic., o1 other payiments
duc on its share of such praduction, and shull hold the other parties froe from any liability therefor Any
extra expenditure incurred in the luking in kind or sepacute hsposilionn by any pealy ol ite proporboniah

share of the production shall be borne by such party.

Fach party shall exccutle all division orders and contiact. ol ~ale pertammng to b mtere 4 b
tion from the Unit Arca, and shuall be entitled W receive pavment direel from the ganchacr o poaeho o

thereof for its share of all production.




In the event any parly shall fail to make the mrangements necessary to take in kind or scparately
dispose of its proportionate share of the o0il and pas produced from the Unit Area, Operator shall have the
right, subject to revocation at will by the party owning it, but not the obligation, to purchase such oil and
gas or sell it to others for the time being, at not less than the market price prevailing in the area, which
shall in no event be less than the price which Operator receives for its porticn of the oil and gas produced
from the Unit Area. Any such purchase or sale by Qperator shall be subject always to the right of the
owner of the production to excercise at any time i right to take in kind, or separately dispose of, its share of
all oil and gax not previously delivered to u purchaser.  Notwithstanding the foregoing, Operator shall not
make a sale into interstate commiercee af any other party's share of gas production without first giving such
other party sixty (60) davx notice oi such intended sale, 0il well and gas well gas productinn

shall be governed by Gas Storage and Balanclng Aprecment, attached hereto as Exhibit
“E . "

14. ACCESS TO UNIT AREA

Each party shall have access to the Unit Area at all reasonable times, ot its sole risk, to inspect or
observe operations, and shall have acceess at veasonable times to information pertaining to the development
or operation thereof, including Qperator’s books and records relating thereto.  Opcerator shall, upon request,
turnish each of the other E.urlios with copies of all drilling reports, well logs, tank tables, daily pauge and
run tickets and reports of stock on hand at the fust of cach month, and shall make available samples of any

cores or cuttings taken from any well drilled an the Uit Arvea,

P .
15, DRULING CONTRATUTS

All wells drilled on the Unit Arca shall be drilled on a competitive contract hasis at the usual rates
prevailing in the arca. Operator, if it so desires, may employ its own tools and equipment in the drilling
of wells, but its charges therefor shall not exceed the prevailing rates in the ficid, and the rate of such
charges shall be agreed upon by the parties in writing before drilling operations are commenced, and such
work shall be performed by Opcrator under the same terms and conditions as shall be customary and usuai

in the field in contracts of independent contractors who are diing work of a similar nature.

16. ABANDONMENT OF WELLS

No well, other than any well which has been drilled or reworked pursuant to Section 12 hereof for
which the Consinting Parties have not been fully reimbursed as therein provided, which has heen coin-
pieicd us u producei sha plugeed and shandoned withant the cansent of all parties; provided, however,
if all parties do not agree to the abandonment of any well, those wishing to continue its operation shall tender
to each of the other parties ils proportionate shave of the value of the well’s salvable material and equip-
ment, determined in accordance with the provisions of Exhibit “C” less the estimated cost of salvaging and
the estimated cost of plugping and abandoning.  Each abandening party shall then assign to the non-
abandoning parties, without warranty, express or implicd, as Lo title or as to quantily, qualily, or fitness for use
of the equipment and material, all of its interest in the well and its equipment, together with its interest in
the leasehold estaic as to, bul only as to. the interval or intervals of the formition or formalions then open
io production. The assignments se limited shall encompass the “deilling unit” upon which the well is lecated.
The payments by, and the assignmoents to, the assignees shall be in @ ratio based upon the relationship of
their respcective percentapes of participalion in the Unit Area to the aggregate of the percentayes of partici-
pation in the Unit Area of all assignees. There shall be no readjustinent of interest in the remaining partion
of the Unit Arca.

After the assignment, the assignors shall have no further responsibility. liability, or inlerest in the
operation of or production from the wwell in the interval or intervals then open.  {Tpon request of the assignees,
Operator shall continue to operate the assigned well for the account of the non-abandoning parties at the
rates and charges contemplated by this agreement, plus any additional vost and charges which may arise as

the resull of the separate ownership of the assipned well
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17. DELAY RENTALS AND SHUT-IN WELIL PAYMENTS

Delay rentals and shat-in well payments which may be required under the terms of any lease shall be
paid by the party who has subjected such lease to this agreement, at its own expense. Proof of ecach payiment
shall be piven to Operator at least ten (10) days prior to the rental or shut-in well payment duate. Operator
shall furnish similar proof to all other parties concerning payments it makes in connection with its leases. Any
party may reguest, and shall be entitled to receive, proper cvidencee of all such payments.  Tf, through mistake
ar oversight, any delay rental or shut-in well payment is not paid or is erroncously paid, and as 4 result a lease
or interest therein ferminates, there shall be no moncetary liability against the party who failed to make such
payment.  Unless the party who lailed to pay a rental or shut-in well payment secures a new lease covering the
same interest within ninety (90) days from the discovery of the failure to make preper payment, the inlerests
of the parties shall be revired on an acreage basis effectlive as of the date of termination of the lease involved,
and the party who failed to make proper payment will no longer be credited with an interest in the Unit Area
on account of the ownership of the lease which has terminated. In the event the party who failed to pay the
rental or the shut-in well payment shalt not have been fully reimbursed, al the time of the loss, from the pro-
ceeds of the sale of oil and pas attributable to the lost interest, calculated on an acreage basis, for the develap-
ment and operating costs theretofore paid on account of such interest, it shall be reimbursed for unrecovered
actual costs theretofore paid by it (but not for its share of the cost of any dry hole previously drilled or wells
previously abandoned) from so much of the following as is necessary 1o effect reimbursement:

(1) proceeds of oil and gas, less operating expenses, therctofore acaued 1o the eredit of the lost interest, on

-an acreage basis, up to the amount of unrecovered costs;

(2} proceads, less operating expenses thereafter incurred attributable to the lost interest on an acreage
havic af that navtion af ail and gac thereafter nroduced and macketed (exceluding nroduction. from any
wells thercafter drilled) which would, in the absence of such le se termination, be attributable to the
tost interest on an acreage basis, up to the amount of utirecovered costs, the proceeds of said portion of
the oil and gas te be conlributed by the other partics in proportion to thelr respective interests; and

(3) any moneys, up to the amount of um'ccovm';:d costs, that may be pimid by any partly who is, or becomes,
the owner of the interest lost, for the privilege of participating in the Unit Arca or becoming a purty to

this contract.

Operalor she)l promptly nolity cach other party of any weil shut in (ond the
reason thercfore) or placcd on production; however, therc chail be no Liebility (Cor
inadvertent failurc to give said notice.

18. PREFERENTIAL RIGHT TO PURCHASE

Should any party desire to seil all or any pari of its interests under this contract, or its rights and in-
terests in the Unii Area, it shall promptily give writlen notice to the other partics, with full information con-
cerning its proposed sale, which shall include the name and address of the prosoective purchaser (who must
be ready, willing and able to purchase), the purchase price, and all other terms of the offer. The other parties
shall then have an optional prior right, for a period of ten (10) days after receipt of the notice, to purchase
on the same terms and conditions the interest which the other party proposes to sell; and, if this optional right
is exercised, the purchasing parties shall share the purchased interest in the proportions that the interest of
cach bears to the total interest of all purchasing partics. However, there shall be no preferential right to pur-
chase in those cases where any party wishes Lo mortgage its irterests, or to dispose of ity interests hy merpoer,
rcorganization, consolidation, or sale of all of its asscts, or o sale or transfer of its interests to a subsidianry o
parent company, or subsidiary of a parent company, o1 to any compuny in which any one puity owns o ma
jority of the stock.

Should a sale be made by Opcerator of its rights and inlerests, the other parties shall have the piphit
within sixty (60) days after the date of such sale, by majority vote in interest, to seleet o new Operataor. H
a new Operator is not so sclected, the transferee of the present Operator shall assume the duties of and act as
Operator. In cither case, the retiring Operator shall continue to scrve as Operator, and discharge its duties
in that capacity under this agreement, until its successor Operaler is seleeted and begins to function, hut the
present Operator shall not be obligated to continue the periormance of its dutics for more than 120 gay« aites

the sale of its rights and interests has been completed,
P
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19. MAINTENANCE OF UNIT OWNERSHIP

For the puipose of manntaining uniformity of ownership in the oil and pas Jeasehold interests covered by
this contract, and notwithstanding any olther provisions to the contrary, wo party shall sell, encumber, transter
or make other disposition of its interest in the leases embraced within the Umt Area and i wells, equipiment

aad production unless such dispoxition covers either:
(1) the entive intevest of the pacty inall leases and equipment and production: ov
(2) an cqual undivided interest in all leares and ceguipment and production in the Unit Aren

Frery such sale, cncumbrunee, trangfer or other dispoxition made by any party shall be wade expressly

subject to this agreement, and shall be made withoutl prejudice to the riphts of the other partics

If at any time the wtecest of any party is divided amoung qand owned by four or more co-owners, Opera-
tor may, at its diserction, require such co-owners to appoint o sinpghe trustee or agent with full anthority to re-
ceive notices, approve expendilures, receive billings for and approve and pay such party’s sline of the joint
expenses, and 1o deal generally with, and with power to bind, the vo-owners of such purty’s interests within
the scope of the operations embraced in this contract; however, all sach co-owners shall enter into and execute
all coniracts or apreements for the disposition of their respective shares of the oil and gas produced from the

‘Unit Area and they shall have the righl to veceive, sepavately, payment of the sale procecds thereof.

20. RESIGNATION OF OPERATOR

Operator may resiga tfrom its duties and abdigations o Operatar ol any tine apon written notice <f not

fess than ninety (90) dayvs given to ol other parties.  In s ease, o)l parlics 1o this contraet shall seleet by

majority vate in interest, not in numbers, o new Operator who shadl assume the responsibilities and dutics, aod
have the rights, preseribed for Operator by this agreement. The retiving Operitor shall deliver Lo its suecessor
all records and information necessary ta the disciunue by the new Operator of s duties and ohligitions
21. LIABILITY OF PARTIES

The hability of the parties sha™ be several, not joint or collective.  Each narty shadl e penmes il
only foi its obtigaiions, and shall be fabke saly for His proportionade share of the costs of developing and
operating the Unit Arca.  Accordingly, the licn granted by cach partly 1o Operator in Section 9 is pgiven Lo se-
cure only the debts of cach severatly, Ttis not the intention of the parties to create, nor shatl this agreement

be construed as creafing, a mining or other partnership or association, or to render them liable as partners.

22. RENEWAL OR EXTENSION OF LEASES

If any party sceures o renewal of any oil and gas lease subieet o this conting L vach and ail o1 the other

partics shall be notified promptiy, and shall have the right to participalde in the owncership of the renewal lease
by paying to the party who acquirved it their several proper proportionate shaves of the acguisition cost, which

shiedl be in proportion to the interests held al that time by the parties i the Unit Area,

It some, but less than all, of the parties elect to purtictpate i the parchase of o rencewid Tease, 1t shall
be owned by the pioties who eleet to participote therein, i a ratio based upon the relattonship of (her respee-
Live percentage of participation in the unit area to the apgiepate of The pereentapes ol participation o the anit

arest of all parties pavticipating in the purchase of such venewid lease. Any denewad Sease s which Yess than

adl the parties elect to participate shall not be subject 1o this avrecrnent

Each pevty who pucticipates in the purchase of o0 cenewal lease shall be piven an assignment of 1t pro-
portionate interest therein by the nequiring party.

The provisions ol this scection shall apply to rencwal leases whetheo thes are for the entine anteret

covercd by the expirmp lease or cover only a portion of its arca o an anterest thercin, Aoy renewal e

taken before the expration of iy predecessor lease, o takes ot conteacted tor withm sax (6) mnnths after

the expiration ot the existing lease shall be subjecl o s novision . bt g b taken or cantiacied by

mare than six (6) moanths alter the expiration of an exeting dease Chidl not be decmed o rencwnl en oo

shiadl not be subject to e provi-ions of this seclion

o
lie proveaons my the section shall apply also and i Bke manner to extenaons ol o aned g den s,




23. SURRENDER OF LEASES

The leuses covered by this agreement, in so far as they embrace aercage in the Unit Area, shall not be

surrendered in whole o in part unless all parties consent.

However, should any party desive ta surrender its inferest in any leuse or in any portion thercof, and
other parties not agree or consent, the parly desiring 1o surrender shall assign, withoul express or implied
warranty of title, all of its interest in such lease, or portion thercof, and any well, material and equipment
which may be located thercon and any vights in production thereafter secured, to the parties not desiring to
surrender it.  Upon such assignment, the assigning party shall be relicved from all obligations thereatter e -
cruing, but not theretofore acerued. with respeet to the acreage assigned and the operal ~ of any well there-
on, @nd the asstening party shall have no further interest in the leave assigned and its equipment and production.
The parties assigtee shall pay to the party assignor the reasanable sadvage value of the latter's interest in any
wells and cquipment on the assigned acreage. determined in aceordance with the provisions of  Exhibit ©C™,
less the estimaied cost of salvaging and the estimated cost of plugging and abandoning. 1 the assignment is in
favor of more than one party, the assipned interest shall be shared by the parties assignee in the propoytion:

that the interest of cach bears to the interest of all partics assignee, Yl Ascipument shall o no
evenl cover any lands oul Side Lo Unil fven aeloss Assionor and Asoyones wabanlly
arrrz2c thereto.

Auny ussignment or surrender nede under this provision shall not reduce or chunge the assignors’ oF sur-
rendering pacties’ interest, as it was immediately before the assignmen?, in the balance of the Unit Area; and
the acreage assigned or survendered, and subsequent operations thereon, shall not thereafter be subject to the

terms and provisions of this agreement.

24. ACREAGE OR CASH CONTRIBUTIONS

If any party receives while this agreement is in foree o contribution of cash toward the drldling of o
well or any other operation on the Unit Avea, such contribution shall e paid to the parly who conducted the
drilling or other gperation and shall be applicd by il agaiest the cost of such drilling or olher oaperation.  1f
ihe contribution be in the form of sevcage, Hie pariy o whom ihe contribution is made shall promptly execute
an assignment of the acreage, without warranly of Ltle, to &) parties to this agreement in proportion o their

intorocts in the TTnit A

o4 Y
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Uial tane, and suceh acreage shatl become a part of the Unit Arven and be governed
by all the provisions of this contract. Each party shatl promptly notify all other parties of all acreage or

money contributions it may obtain in sapport of any well or any other operation on the Unit Arca.

25. PROVISION CONCERNING TAXATION

Each of the parties hereto eleels, imndec the anthority of Scelion 761 (a) of the Internal Revenue Code of
1954, to be excluded from the application of ol of ', provisions of Subchapter K of Chapter 1 of Subtitle A of
the Interral Revenue Code of 1954, I the incomie lax laws of the stale or stales in whio b the property covered
hereby is tocated contain, or may hercalter contain, provisions similar to those contained in the Subcehapter of
the Internal Revenue Code of 1954 above veferred to under which o similar elechion ts pernmitied, cache of the
partics agrees that such eleetion shall be exeveiced. Fach poty authorizes and diveets the Operitor to excente
such an clection or clections onats behall and to fite the cledtion with the proper povermnental otfice o

agency. I ovequested by the Qperator so to do, cach naly apree. o execuate and Join o cuch an electinn

Operator hall cender for ad valorem laxation all property sobjeet to this aprecment  which by law
shouid be returned forv saceh Gexes, and it shall pay afl soach Gixen ansened theyeon Hhefore ahey became dely-
quent.  Operator shall bill o)) other parties for their proporfionate Share ol all tax payments in She manner

provided in Exhibit "C”.

If any tax assessment is considered unreasonable by Operador, it may at its discretion protest cuch valua -
tion within the tme and manner presectbed by law, and 0L nay ol TLs dicerction proaseciitoe, or
not prosccute, thoe protest to a tinal determinulion. When any such protested vadoation Shil)
have been finally determined, Operator shall pay the assessment for the joint aceount, together wilh interest ansd
penally acerued, and the lotal cost shall then be assessed apainst the parties, and be paid by them, as provi led

i Exhibit "C”.
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26. INSURANCE

AL all times while operations are condueted herennder, Operiator shall comply  with  the Workmen's
Compensation Law of the State where the operations arc biang conducted. Operator shall also cariy ot pra-
vide insurance for the benefit of the joint account of the parties as may be outlined in Exhilnt @57 attached
to and made a part hercof. Operator shall vequive all contractors engaged in work on or tor the Unit Arci
to comply with the Workmenr's Compensation Law of the Siate where the eperilions we being conducted and
to maintain such olher insurance as Opevator may require.

In the event Automabile Public Liability Insurimee is specilied mosaid Exhibit ©870 or subsequently re-
ceives the approval of the partics, no direct churge shall be made by Operator for premiums paid for such in-

surance for operator's [ully owned automotive cquipment.
27. CLAIMS AND LAWSUITS

If any party to this condract is sued on an alleped cause of action arising out of apcrations on the Unit
Area, or on an alleged cause of action involving title (o any lease ar oif and gas interest subjected to 1this coan-
tract, it shall give prompt written notice of the suid Lo the Operator and all other parties,

The defense of lawsuits sholl be under the ceneral divection of o commitlee of liwyers representing the
partics, with Operator's atlorney ais Chairman.  Suits may be settled during ditigation only with the joint eon-
sent of all parties. No charge shall be made for serviees performed by the staff allorneys for any of the
parties, but otherwise all expenses incurred in the defense of suits, together with the amount paid to discharge
any final judgment, shall be considered costs of operation andd shall be charged to and paid by all parties in
proportion to their then interests in the Unit Avea.  Attorneys, other than staff atlorneys fer the parties, shatl
be emploved in Inwsuiis involving Unit Arca operadions only with the consent of all parties; if outside counsel
is employed, their fees and expenses shall be consideved Unit Area expense and shall be paid by Operator and
charged to all of the parties in proportion to their then interests in the Unit Area. The provivions of  this
paragraph shall not be applied in any instance where the loss which may result from the suit is treated as an
individual less rather than a joint loss under prior provisions of this agreement, and all such suits shall be
handled by and be the sale respensibility of the party or parties concerned.

Damage claims caused by and arising oul of operations on the Unit Arca, conducted for the joint ac-
count of all parties, shall be handled by Operator and its attorneys, the settfement of elaims of this kind shall
be within the discretion of Operator so long e the amount pard i settlement of any onee el doc o not exered

thirty-five hundrec ($3500.00) dollars and, il settled, the sums paid in scLtlement
shall he charged as expense to and be paid by all parties in proportion to their in-
terests in the Unit Area.

28. FORCE MAJEURE

If any party is rendered unable, wholly or in part, by foree majenre o carcy out ats obligations nnder
this agreement, other than the obligidion te make money puyments, thal parly shall give to all sther parties
prompt written notice of the farce majenre with reasonably full particulars concerning it; thercupon,  the
obligations of the party giving the notice, so far as they ave alfected Ly the force majenre, shall be susprended
during, but no longer than, the continuance of the force majeure. "The affected party shall we all possible
diligence to remove the farce majeure as quickly as possibie,

The requirement that any foree majeure shail be remedied with ol reasonable dispateh shadl not require
the settlement of strikes, lockouls, vr other abor difficully by He party involved rontrary o b washe how
all sueh difficutties shall b handled shal) be entivrely wiathin Hye ds obion of the posly copecined

The term “force magjeure” as here emploved shall m-an an et of God, Aode Jockont o othier inda Yiial
disturbance, act of the public enemy, war, blockade, pubiic ciol, Hehtnine, lire, stanm, flood explotion, gy
crnmental resiraint, unavailability of cquipment, and any other cause-whether of the kind speafically emam-

crated above or otherwise, which is not reasonably within the conlrol of the party claiming suspension
2%9. NOTICES

All notices authorized or required hetween the partics, and vequived by any of the provisions of thys
agreement, shatl, unless otherwise specifieally provided, be gven in writing by United States matf or Wedern

Union Telegram, postage or charges prepaid, and addicesed to the paely 1o whomn e notice b pven ot thye
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addresses listed on Exhibit "A". The originating notice to be given under any provision hereof shall be deemed
given only when received by the party to whoin such notice is directed and the time for such party to give any
notice in response thereto shall run from the date the originating notice is received. The second or any re-
sponsive notice shall be deemed given when deposited in the Uiiited States mail or with the Western Union
Telegraph Company, with postage or charges prepaid. Each party shall have the right to change its address

at any time, and from time to time, by giving written notice thercof to all other parties.

30. OTHER CONDITIONS, IF ANY, ARE:

A. Unleased o0il and gas interests shall be subject to the terms and provisions
of this Agreement only for the term set out in Exhibit "D".

If the assigning party or parties under any applicable Section in this Agree-
ment shall be the owner or owners of an unleased oil and gas interest, such party
or parties shmll execute an oil and gas lease in lieu of an Assignment as therein
provided, using in so doing, the form of lease attaeched hereto ae Exhibit "D" which
lease shall be for a primary term of One {1) year from the date of execution thereof
and so long thereafter as oil or gas or either of them is produced from said land
by the Leassee in paying quantities.

B. Title feilure or loss of & leasc or unlecased oll and gas interest, shall
not relieve any perty from paying its proportionate share of the cost of (13 drill-
! 1n§, testing, completing and equipping or plugging and abandoning the test well, or

(2) operations then being conducted on & well in the Unit Area, provided it  Thsas
previously egreed to participate in said test well or operations.

P ’ C. Notwithstanding anything lherein to the contrary, it any working interest
owner shall, subsequent to execution of this agreement, crecate an overriding royalty,
production payment, uet proceeds interest, carried interesi, o any othicr interest
out if its working interest (herein called 'subsequently created interest"), such
subsequently created interest shall be specifically made subject to all of the terms
and provisions of this agreement. 1f the working interest owner from which such sub-
sequently created interest is created (a) fails to pay, when due, its share of costs
and expenses chargeable hereunder, and its share ot production a-~cruing hereunder is

‘ insufficient to cover such costs and exrenses, or (b) elects to go non-consent under

! Section 12., or (c) elects teo abandon a well under Section 16. hereoi, elecis to sur-—

: render a leasge under Section 24. hereof., or otherwise withdraws from this agreement,

the subsequently created interest shalli be chargeable with a pro-rata porticn of 211

costs and expenses hereunder in the same manner as if such subsequently created in-

terests were a working interest, and Operatcr shall have the right to enforce against
such subsequently created interests the lien and all other rights granted in Sectiun

9. hereof for the purpose of collecting costs and expenscs chargeable to subsequently

created interests,

D. Getty Oil Company (herelnafter referred to In chis subparagraph D. as "Getty')
and Atlantic Richfield Company (herelnafter referred to in this subparagraph D. as
“"Arco") have elected not to participate In the drilling of the test well provided for
In Section 7. and, in lieu of actual particlipation, agrce lo relinquish to the parties
participating In the costs of the test well (herctnafter referrved to in this subpara-
graph D. as "drilling party"” or "drilling parties"}, ln Uk proportion as set forth In
Column 4 of Exhibit "A," all of thelr worklng Intcrest in the drilliing avit Jor the
test well, subject to the further provlsions ol subparagraph D., Sectlon 30,

(1) The test well shall be commenced as provided in Scetlon 7. and shall be
drilled at the sole cost, risk and expensc ol the drilling parties to the depth as
specified 1n said Section 7. or to a depth at which production of oil or gas In pay-
ing quantitles is encountered, whichever 1is the lLesser depth.

(2) In the event the test well is completed clther as a dry hole or if the
tesc well 1s lost for any reason prlor to being «drilled to contract depth, the drill-
ing parties are granted the right to commence a substitute well or welis for any well
which has been either completed as a dry hole or Is lost withln thirty (30) days fram

completion or cessation of operations in the »rlor well, Any substitate well drilled
hereunder shall be drilled subject to the same terms and condltions as provided dor
the test well and shall be completed In a reasonable Uime from the date of comnenee-
ment.
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(3) Upon completion of the test well, or any substitute well therefor, as
a well capable of produclng oil and/or gas in paylng quantities, Getty and Arco each
shall assign to the drilling parties in the propertions set forth in Column &4 of FEx-
hibit "A" an undivided one-half (1/2) interest in the leases contributed hereto by
Getty and Arcoc and Getty and Arco each shall also in the same aforesaild proportions
relinquish to the drilling parties all of their interest in the drilling unit for
sald well and the drilling partles shall be deemed to own said interests subject to
the reservation of a net overriding royalty of an undivided 10.738107 reserved by
Cetty and an undivided 7.60906% reserved by Arco of onc-sixteenth (1/16) of the pro-
duction from the test well with the right to eclect, as hereinafter provided, either
to retain the overriding royalty or convert Lo a working interest.

(4) Each drilling party shall furnish Getty and Arco notices and well in-
formation as provided in this agreement and a monthly itemized statement of the cost
of operations, quality and quantity of oll, casinghead gas, gas, condensate and/or
distillate and other minerals produced from the test well. Each drilling party shall
promptly notify Getty and Arco when the value of all oil, casinghead gas,* gas, dis-
tillate and/or condensate and other minerals produced and saved from the test well
(together with the proceeds of the sale of any material and equipment from the saild
well) less royalty, overriding royalty and Getty's and Arco's overriding royalty, e-
quals one hundred percent (100%) of such drilling party's share of the total cost and
expense of drilling, testing, completing and equipping the test well {including one
hundred percent (100%Z) of the cost of operations incurred up to the time such value
equals the total cost). Such notice shall be furnished to Getty and Arco at the ad-
dressesa reflected in Exhibit "A" and each shall have the option, to be exercised with-
in thirty (30) days from receipt of said votice, either to convert the overriding roy-
alty to a working interest in the percentage as set forth in Columm 6 of Exhibit A"
or recali: thie overrlidine rovalty,

{5) 1f Getty and/or Arco convert to a working interesl, the drilling parties
shall release to each of the sald parties who have elected to convert to a working in-
terest an undivided fifty percent (50Z) of the sald partles' original relinquished in-
terest in the drilling unit for the test well and in ihe test well and thereafter the
interests of the parties in the test well and unlt thecefor shall be in the pcrcent-
ages as set forth in Columm § of Exhibit "A." and the overriding royalty shall be ter-
minated. Tie eifecctive date of the release of working interest and the terminaciou of
overriding royalty shall be the date that the value ot productlon from the test weil
equals the total cost of the test well as herein provided. (For the purpose of com-
puting the day in which the value of production equals said total cost, the overriding
royalty payable to Getty and Arco and the working intereest income, together with all
costs and expenses shall be calculated on a dally basis for the actual month in which
the saild value equals the said total cost. Said cnst and expenses, including the over-
riding royalty payable to Getty and Arco and/or the working lnterest income, shall be
apportioned on a daily basis for sald month and the costs, expenses and revenue shall
be adjusted to the day suv calculated). In rhe event elther Getty and/or'Arco do not
elect to convert to a working Interest, the party or partles not electing shail assipn
their remaining one-half (1/2) interest in the drilling unit to the driliiog partles,
and the drilling parties shall own the lInterest of the non-electinyg party or partles
in the test well,

E. 1In the event the drilllng parties fall to commence or complete the test well,
ot any substitute well, the only llability for sucht fallurce will be the loss of rilght
to recelve an assignment from Getty and/or Arco.

I'. Notwithetanding the provislons of Sccllens 7, 1] and 12 or any other proviaslon
contained herein to the contrary, censent to Che driffing of any well shall nut be
deemed to be consent to the setiing of casing and a completlon attempl, Aller wny
well drilled pursuant to this agreement has reached the depth previously apreced upon
by the parties, all testing and logging has heen completed and before conductlng any
further operations, Operator shall give lmmedlate notlce to all of the other parties
hereto. The parties receiving such notice shaii have forty clght (4R) hours (exclu-
sive of Saturdays, Sundays or Jegal holidays) in whlch to elect whether or not they

desire to set casing and particlpate in a completfon attempt. Fallure of the party

receiving such notice Lo reply withln the sald forty-clght (48) hour period shall con-

stitute an electlon by that party not Lo partlclpate In the cost of Lhe completfon al-

tempt. If all parties cleet to plug and abandon the well, Operator shall pluy and

abandon the same at the expense of all partles. If onc or more, bol leas than aid,
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of the parties elcct to set caslng and attempt a completion, all such operations
shall be conducted subject to all of the terms and provislons of Section ]2,

G. In the performance of thils agreement, Operator agrees to comply fully with
the nondiscrimination provisions of Section 202 (1) to (7) inclusive of Executive
Order 11246, as amended, and included as Exhibit "F," which ls attached hereto and
made a part hereof. Operator further agrees to comply with the provisions of Execu-
tive Order 11701, which is incorporated herein by reference.

H. The parties hereto have concurrently herewith entered Into that certain Unit
Agreement For the Development and Operation of the Azotea Mesa Unit Area, (hereinafter
referred to as "Unit Agreement'") dated the same date hereof, covering the Unlt Area
under this agreement. The following provisions are added under this subparagraph H.
of Section 30 to provide for operations consistent with the terms of the Unit Agree-
ment and, in the event of a conflict between the foregoing provisions of this agree-
ment and the following provisions, the latter shall control.

1. DEFINITIONS - The definitlons contained in the Uait Agrecment are hereby
adopted for all purposes of this agrecment.

2. TEST WELL ~ The test well provided for hereln Is the "iInltlal test well™
under the Unit Agreement and said test well shall be drilled, tested, completed (in-
cluding plugging and abandonment, 1f a dry hole) and cquipped at the sole cost, rlsk
and expense of the parties referred to as the drillinp partles 1n Paragraph D.

3. DRILLING UNTTS AND PARTICIPATING AREA - All drilling units for the Unlt
Area shall conform to the rules and regulations of the ‘01l Conservation Commission of
the State of New Mexico. The establishment of participating area under the Unit Agree-
ment shall, subiect to approval by the Supervisor, conform to the State Rules in that
each participating area shall comnsist of the drlilling unit for the inltial producing
well thereon and each enlargement of such participating area shall include any subsge-
quent producing well or wells and the drilling unit or units therefor.

4, PAYMENT OF ROYALTIES, OVERRIDING ROYALTIES AND OTHER BURDENS - Royalties,
overriding royalties and other burdens payable under interests committed to the Unit
Area shall be paild on a participating area basis as provided in the Unit Agreement.

5. SUBSEQUENT TEST WELL - If the test well 18 not completed as 2 well capa-
ble of producing unitized substances, as delined In Article $. of the Unit Agreement,
the drilling of any subsequent test well ghall be on such terms as the parties may
agree; provided, however, in the absence of Agrcement, such well (or wells) may be
drilled by Operator for the account of any party (or partles) hereto who have agreed
to drill z subsequent test well under the provisions of Section 12, hereof.

€. DEVELOPMENT OR EXPLORATORY WELLS - If the Supervisor has approved the
driiling of a wcll or wells as proposed under Articles 10. and 13. of the Unit Agree-—
ment, Operator ashall drill such well for the account of the parties hereto svhizet to
the following:

(a) Any party hereto may propose the drilling of a well on a drilling
unit by giving to each of the other parties written notice specifying the location,
depth and estimated cost of the proposed well, which locatlon shall conform to the
applicable spacing pattern heretofore adopted.

(b) Within thilrty (30) days after recelpt ol such notlce, each party
shall advise all cther parties in wrillng, whether or not L wlshes te partlceipate
in drilling the proposed well., TIf all partics so advlse lhat they wlish Lo parlicl-
pate therein, the proposed well shall be drilled by Operator for the account of all
the parties, If any party falla to respond Lo such notlec within sald thirty (30))
day period, it shall be deemed to have elccted not to particlpate In drillling the
proposed well.

(c) Unless all partles agrece to partlcipate In respense to sald notice,
then within fifteen (15) days after expiration of safd period of thirty (30) days,
each party who then desires to have the proposed well drilled shall give to all other
partles written notice of clection to proceed with the drilling of sald well, [Fail-
ure to glve such notlce shall be deemed¢ an clectlon not to particlpate in drilling
said well,
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(d) If one or more, but not all of the parties so eclect to proceed,
Operator shall drill the well for the account of such party or parties under the pro-
visions of Section 12,

7. (a) REQUIRED WELLS - A well shall be deemed a Required Well if the
drilling thereof 1s required by the final order of an authorized representative of
the Departuent of Interior. Such an order shall be deemed final upon expiration of
the time allowed for appeal therefrom without the commencement of appropriate appeal
proceedings or, if such proceedings are commenced within said time, upon the flnal
disposition of the appeal. Whenever Operator receives any such order, it shall
promptly mail a copy therof to each of the other partles; i{f any such order is ap-
pealed, the party appealing shall give prompt written notice thereof to each of the
other parties, and upon final disposition of thc appeal, Operator shall give each of
the other parties prompt written notice of the result thereof.

(b) ELECTION TO DRILL - Any party desiring to drill, or participate in
the drilling of, a required well shall give to Operator written notice thereof within
thirty (30) days after the order requiring such well becomes final or withia such
lesser time as may be required by such order. If such notice is given within saig
period, Operator shall drill the required well for the account of the party or parties
owning interests in the drilling unit under the provisions of Section 12.

(c) ALTERNATIVE TO DRILLING - If no party elects to drill a required
well within the period allowed for such election, and if any of the following alter-
natives is available, the first such alternative which 1ls available shall be followed:

(1) COMPENSATORY ROYALTIES - I compensatory royaltics may be pald
in lieu of drilling the well and 1f payment thereofl recelves, within said period, the
approval of the parties who would be chargeable with the costs incurred in ilrilling

the well, 1f the well were drilled, Operator shall pay such ccompensatory royalties
for the account of said parties; or

{(2) CONTRACTION - If the drilling of the well may be avoided, with-

i < A ala R O, T ] §
out other Penner; by ‘:".‘!‘.tractiﬁ‘:‘_ Cf thc Unlt Arca, OpCratUL ohull WUARC L Cadulitav e !:r’

fort to effect such contraction with the approval of the Director; or

(3) TERMINATION -~ If the requirad well is a subsequent test well,
the parties ghall join in termination of the Unit Agreement In accordance with its
provisions. '

{d) REQUIRED DRILLING - If none of the foregoing alternatives is avail-
able, Operator shall drill the reguired well for the account of the parties who are

ohlicatad +o hear the
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iereof in accordaance wiiih thiis agreement.
8. ESTABLISHMENT, REVISION AND CONSOLIDATSON OF PARTICIPATING AREAS -

(a) PROPOSAL -~ Operator shall Initiatc each proposal for the establish-
ment or revision of a participating area by submitting the proposal in writing to
each party before filing same with the Director, The date of proposed filing must be
shown on the proposal. 1If the proposal receives the apprcval of the partiles wlthin
the proposed participating area, then such proposal shall be filed on the date specl-
fied in the notice,.

{b) ORJECTIONS TQ PRUPOSAL - Prior to the proposed f1llng date any
party may submit to all other parties written objections to such proposal. If, de-
spite such objections, the proposal recelves the approval of the partles within the
proposed participating area, then the party making the objectlions may renew the same
before the Director.

(c) REVISED PROPOSAL - If the proposal does not receifve the npproval
of the parties within the proposed participating area, then Operator shall submit o

revised proposal takiag Into account the objections mide to the {irst proposal., If
no proposal receives rthe approval of the partics wlthin Chirty (30) days Trom the
submigsion of the first propasal, then Operator shall (1le with the Dlirector o pro-
posal reflecting as nearly as practicable the varfous views cxpregsced by the pariles,

(d) REJECTION BY DIRECTOR ~ 11 o proposal [lled by Operator, an above




provided, is rejected by the Director, Operator shall initiate a new proposal in the
same manner as provided above, and the procedurc with respect thereto shall be the
same as in the case of an initial proposal,

(e) CONSOLIDATION - Two or more participating arcas may be combined as
provided in the Unit Agreement.

9. PLANS OF DEVELOPMENT -

(a) WELLS AND PROJECTS INCLUDED - Lach plan for the develepment and
operation of the Unit Area which is submitted by Operator to the Supervisor in ac-
cordance with the Unit Agreement shall make provision only for such drilling, deep-
ening and plugging back operations and such other projects as Operator has bcen
authorized to conduct by the parties owning a working interest in a drilling unit
i ’ and chargeable with the costs incurred.

(b) NOTICE OF PROPOSED PLAN - At least ten (10) days before submitting
any such proposed plan to the Supervisor, Operator shall give each party written no-
tice thereof, together with a copy of the proposed plan.

(c) NOTICE OF APPROVAIL OR DISAPPROVAL - 1f and when a proposed plan
has been approved or disapproved by the Supervisor, Operator shall give prompt
written notice thereof ‘to each party. In the case of disapproval, Operator shall

i state in such notice the reasons therefor.

. (d) AMENDMENTS - If any party or partles shall have eiccred Lo proceed

P ‘ with drilling, deepening or plugging back operation in accordance with the provisions
of this agreement, and such operation is not provided for in the then current plan of

: development as approved by the Supervisor, Operator shall elther (a) reqguest the Su-

BT pervisor to approve an amendment to such plarn which wlll provide for the conduct of

: such operation, or {b) roguest the Superviaor to consent to such operation, if his
consent 1is sufficient.

(e) CESSATION OF OPERATIONS UNDER PLAN - If any such plan as approved
by the Sunervisor provides for the cessation of any drilling or other operations
therein provided for on the happening of a contingency and ii such coutingeacy oc-
curs, Operator shall promptly cease such drilling or other operations and shall not
incur any additional costs in connection therewith unless and until such drilling
or other operations are again authorized in accordance with this agreement by the
parties owning working interest in the drilling unit and chargeable with such costs.

™

10. COMPENSATORY ROYALTIES -

{(a) NOTICE - Whenever demand 1Is made in accordance with the Unit Agree-
ment for the payment of compensatory royalties, Operator shall give written notice
thereof to each party affected by the demand.

(b) TAILURE TO DRILI, A DEVELOPMENT WELL - [f che demand for compensa-—
} tory royalty results from the failure to drill a development well and sucii well is
not drilled, then Operator shall pay such compensatory royalty. Such payment will
be charged to the account of the parties ownlng Intcrests subject to such demand as
costs Incurred In operations within the drililng unit for such well,

11. ITERM - Notwlithstanding the provisions of Scction {0. hereof, the term of
this agreement shall be the same as the term of the Unit Agreement and shall terminate
concurrently therewlth; provided, however, the termination of this agrcement shall not
operate to relieve any party ol any obllgation then accrued elther hercunder or under
the Unit Agreement.

12,  RATIFICATION AND .JOINDER -~
{a) PRIOR 10 1HE COMMENCEMENT OF OPERATIONS - Prior Lo the commencement
of operations under the Unlt Apreenmcnt, all owners of working interests In the inil

Arca who have jolned in the Unlt Agrcement shall be privileped Lo exccute or ratliy
thls agreement.

(b)  AFTER COMMENCEMENT OF OPERATIONS - Alter commencement of operation:s
under the Unit Agrcement, any working Interest (n land within the Unlt Arcein whict is

-6~
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not then committed hereto may be committed to this agreement and to the Unit Agreement
upon . ich reasonable terms and conditions as may receive the approval of the parties.

This agreement may be signed in counterpart, and shall be binding upon the par-
ties and upon their heirs, successors, representatives and assigns, upon execution
of all parties, and shall be effective as of the date first hereinabove written;
provided, however, this agreement shall not become binding or effective unless it
is executed by all parties and returned to Operator within ninety (90) days after
sald date unless such time 1s extended by agreement of all parties.
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; , ATTEST:
i N By
Secretary
ATTEST:
14
i By
: 3 Secretary
EW
P i ATTEST:
? By
: Secretary
b i ATTEST :
] f B
: ; Yy
P Secretary
i
i
{ ATTEST:
!
: By _
} Secretary
ATTEST:
By _
Secretary

CITIES SERVICE OIL COMPANY

By

Attorney-in-Fact

OPERATOR

ALLTED CHEMICAL CORPORATION

By

President

EL PASO NATURAL GAS COMPANY

By

President
GETTY OII. COMPANY
By

President
ATLANTIC RICHFIELD COMPANY
By

President

GULT OIL CORPORATION

By

L Presldent

J. M. HUBER CORPORATION

By L
N Preglident

e ST i E il




ATTEST: FLUOR OIL & CAS CORPORATION
By By
Secretary President
ATTEST: THE WISER OIL COMPANY
' t
{ i By By
- ; Secretary President
G. DEE WILLIAMSON an Individual
o i
j NON-OPERATORS

STATE OF OKLAHOMA )
) S8
COUNTY OF TULSA )

On this day of , 1973, before me

persoaail; appeared , to me known to be the person who exe-

cuted the foregoing instrument as Attorney-in~TFact in behalf ol CITIES SERVICE OIL
COMPANY, a Delaware corporation, and acknowledged that he executed the same as the

free act and deed of said Cities Service 01l Company.

Notary Public

My Commission Expires:




e g =,

STATE OF )
) SS
COUNTY OF )
On this the day of s 19 .
before me personally appeared , to'me person-
ally known, who belng by me duly sworn did say that he is the President of

, and that the seal affixed to the

foregoing instrument is the corporate seal of sald corporation, and that said instru-
ment was signed and sealed in behalf of said corporation by authority of its Board of
Directors, and said acknowledges said instrument to
be the free act and deed of sald corporation.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my official
seal the day and year in this certificate above written.

Notary Public
My Commission Expires:

STATE OF )
) SS
COUNTY OF )

On this day of , 19 , before me
personally appeared , to me known to be the person who
executed the foregoing instrument as Attorney-in-Fact in behalf oi

y @ Corporation, and acknowledged

that he executed the same as \‘he free act and deed of said

Notary Public
My Commission Expires:

STATE OF

N N
w
wn

COUNTY OF

On this day of . » 19, beflore
me personally appeared G. DEE WILLIAMSON, to me known to be the person described in
and who executed the foregoing instrument, and acknowledged that he executed the same

28 his free act and deed.

IN WITNESS WHEREOF, I have hereunto sct my hand and affixed my official
seal the day and year in this certificate above written.

Notary Public

My Commission Explres:

(ATTACH ADDITTONAL ACKNOWLEDGMENTS AS NEEDED)




(1)

(2)

-

October 15 s

EXHIBIT "A" - Attached to and made a part of Operaiilng Agreement dated

, between CITIES SERVICE OIL

COMPANY, as Operator, and ALLIED CHEMICAL CORPORATION, et al, as Non-

Operators.

LANDS SUBJECT TO CONTRACT (Unit Area):

Unit Area A - All of Section 4, the N/2 and SW/4 SW/4 of Section
5 and all of Sections 6, 8, 9, 16, 17 and 18, Town-
ship 23 South, Range 24 East, Eddy County, New Mexico.

Unit Area B - All of Section 7, Township 23 South, Range 24 East,

Eddy County, New Mexico.

ADDRESSES OF PARTIES TO WHICH NOTICES SHOULD BE SENT:

Allied Chemical Corporation
1300 Wilco Building
Midland, Texas 79701

Attn: Mr. Don F. Dow

Atlantic Richfield Company
P. O. Box 1610
Midland, Texas 79701

Attn: Mr. M, James Walker

Cities Service 0il Company
P. 0. Box 300
Tulea, Oklahoma 74102
Attn: Manager, Land Department

El Paso Natural Gas Company
600 Bullding of tne Southwest
Midiand, Texas 79701

Attn: Mr., R. D. Janssen

Filuor 011 & Gas Corporation
615 Midland Tower Building
Midland, Texas 79701

Attn: Mr, C. L. Ware

Exhibiv "A"

Page )
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Getty 01l Company
1000 Vaughn Building
Midland, Texas 79701

Attn: Mr. James B. Davis

Gulf 0il Company
P, 0. Box 1150
Midland, Texas 79701
Attn: Mr. Robert L. Grifflith

J. M. Huvber Corporation
1900 Wilco Building
Midland, Texas 79701

Attn: Mr. G, S. Cromwell

Mr. G. Dee Williamson
P. 0. Box 2206

" Roswell, New Mexico 88201

ine Wiser OL1 Company
110 Gihls Tower East
Midland, Texas 79701
Attn: Mr. William R. Larsen
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(3 CONTRIBUTIONS AND INTERESTS OF PARTIES UNDER AGREEMENT :

Working Interest Owmers

Cities Service 0il Company
Allied Chemical Corporation
El Paso Natural Gas Company
Getty 0il Company

Atlantic Richfield Company
Gulf 0il Corporation

J. M. Huber Corporation
Fluor 0il & Gas Corporation
The Wiser 0il Company

G. Dee Williamscn

Columm 1

Column 2

Original Interest

Acres

2,194.52
993.8¢4
600.00
564 .49
400.00
320.00

-J-
104.04

40.00

40.00

5,256.89

Percentage
41.74559%

18.90547%
11.41359%
10.73810%
7.60206%
6.08725%
-0-
1.97912%

.76091%

.76391%

100.0000C%

Columm 3

Column &

Initial>Test Well
Before Payout

Page 2

__Aacres Percentage
2,687.62 51.12571%
1,217.15 23.15348%
734.82 13.97819%
-0- -0-
-0~ -0-
391.90 7.455G4%
-0~ ~0-
127.42 2.42382%
48,99 .93188%
48.99 _.93188%
5,256.89 100,00000%
Exhibit "A"

Column 5

Column 6

Initial Test Well After
Payout and All Subsequent
Wells in Unit Area A

Acres

2,441.07
1,105.49
667.41
282.24

200.00

355.935
-0=
115.73

44,50

44.50

5,256.89

Percentage
46.43563%
21.02
12,69590%

5.36895%
3.80453%
£.77113%
-0~
2.20149%

.84651%

.846517

100.,00000%




INTERESTS OF PARTIES UNDER AGREEMENT:

Column 1 Column 2 Colum 3 Colum 4 Column 5 Colum 6 Column 7 Colum 8
Initial Test Well After
Original Interest Initial Test Well Payout and All Subsequent tnit Arca B
Before Payout Wells in Unit Area A (Section 7)
Acres Percentage Acres Percentage Acres Percentage _ Acres Percentage
y 2,194.52 41,74559% 2,687.62 51.12571% 2,441.07 46.43563% 217.54 35.24171%
on 993.34 18.90547% 1,217.15 23,153487% 1,105.49 21.02935% 98.52 15.96034%
ny ) 600.00 11.41359% 734.82 13.978197% 667.41 12.69590% 59.48 9.563582%
564,49 10.73810% -0- -0- 282.24 5.36895% 25.15 4.07433%
y 400.00 7.60906% -0- ~0- 200.00 3.80453% 17.82 2.88686%
320.00 6.08725% 391.90 7.45504% 355.95 6.77113% 31.72 5.13867%
-0- -0- -0~ -0~ -0- -0~ 148.80 24.10576%
ion 104.04 1.979127 127.42 2.,42382% 115,73 2,201497% 10.31 1.67023%
40.00 . 760917 1 48.99 .93188% 44,50 . 846517 3.97 .64314%
40.00 .760917 48.99 .93188% 44.50 .846517% __3.97 .643147
5,256.89 100.00000% 5,256.89 100.00000% 5,256 .89 100.00000% 617.238 100.00000%
Exhibit "A"

Page 2
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EXHIBIT "B"

Attached to and made a part of Operating Agrcement dated
October 15 » 19 73 , between CITIES SERVICE OIL COMPANY, as
Operator, and ALLIED CHEMICAL CORPORATION, et al, as Non-Operators.

INSURANCE

Operator shall also purchase or provide for the benefit of the

parties hereto:

Type ~f Coverage Liabllity Limits of Not Less Than

(a) Employers' Liability and - $100,000 each accident
extenzlon of Workmen's .
Compensstion and Employers'

Liability to -over wmarine
operations where applicable,

(b) Comprehensive General Bodily Injury $100, 000 each person
Liability (excluding under- 300,000 each accident
grourd property damage but Property Damage 100,000 each accident
including operation of water-
craft where applicable).

(c¢) Comprehensive Automobile Bodily Injury $100,000 each person
Liability 300,000 earh accident
Property Damage 100, 000 each accident

It is further understood and agreed that the Operator is not a
warrantor of the fiuancial responsibility of the insurer with whom such insur-
ance is carried, and that except for willful negligence, Operator shall not be
liable to Non-operator for any loss suffered on account of the insufficiency

or of insurer with whom carried. Operator shall not

a
r
®
4]
4]

of the insuranc
ko liahle to Non-operator for any loss accruing by reason of Operator’'s inabil-
ity to procure or maintain the insurance above mentioned. Operator agrees that
if at any time during the life of this agreement it is unable to obtain or
maintain such insurance, it shall immediately notify Non-operatoer in writing

of such fact.




COPAS --- 1962

Rezommended by the
Councit ay Petrotesm

EXHIBIT "¢ N Rmenea et !
Altached to and mude a part of Operating Agreement dated
October 15 , 1973, between CITIES SERVICE OIL

COMPANY, as Operator, and ALLIED CHEMICAL CORPORATION, et
.al, as Non-Operators.

ACCOUNTING PROCEDURE

‘(JOINT OPERATIONS)

I. GENERAL PROVISIONS

1. Deflnitions
“*Joint Property' shall mean the veal und personal property subject 1o the agreement to which this “Accounting Pro-
cedure” s attached.
“Joint Operations” shall mean all operation: necessary or proper for the developiment, operation, protection and
maintenance of the Joint Property.
“Operator” shall mean the party desipnated to condaet the Joint Operations,
“Non-Opcerators” shall mean the nonoperating paties, whether one or more,
“Joint Account” shall mean the account showing the charges und eredils aceruing because of the Joint Operations
and which are to be shared by the Parties.
“Parties” shall mean Operator and Non-Operators,
“Material” shall mean personal property, cquipment or supplies acquired or held for use on the Jaint Property.
“Contrallable Material shall mean muterial which at the time is so classified in the Materia) Classitication Manual
as most recently recemimnended by the Council of Petraleuin Accountants Societies of North America.

2. Conflict with Agreement
In the evont of a ventlict between the provisions of this Acenunting Procedure and the provisions of the agree-
ment to which this Accounting Procedure is attached, the provisions of the agreement shall control

1. Statemants ndem(ngs

Operator shall bill Non-Operators on or b( fore the dast day of cach month for their proportionate share of costs and

cxpenses, for theé preceding mionth. Such Lills witl be accompanied by statements reflecting the total charges

and credits as set forth under Subporvagraph C below:

A. Statement in detai) of all charges and credits to the Joint Account.

B, Statemoent of ali charpes and credits to the Joint Account, summarized by .npproprlato classifications indicative
of the nature thercof.

C. Statement of all charges and credits to the Joint Acconnt summarized by appropriate classifications indicalive
of the nature thereof. except that items of Controllable Materiz! and unisiudal ¢harges and credits shall be detailed.

5. Payment and Advinces by Nan-Operators '
Each Non-Qperater shill pay its propovtion of all such bills within fifteen (15) days after receipi thu&of If pay-
ment'is not made within such time, the unpaid balance shall bear interest at the rate of twelve percent (127%)
per annum or such maximum rate as permitted by law, whichever is the lesser, until paid.

6. Adjusiments
Parment of tny such bills shall not prejudice the ripht of any Non-Operators to protest or question the correctness
thereof: provided however, all bills and statements vendered to Non-QOpervatars by Operator during any calendar
vear shall conelusively be presumed to be true and correet after twenty-four (24) months following the end of any
such calendar year. unless within the said twenty-four (24) month pericd a Non-Operator takes written excep-
tion thereto and makes claim on Opecator for adjustment.  No adjustment favorabhle to Operator shall be made
unless it is made within the same preseribed period. The provisions of ihis paragraph shall not preveni adjust-
ments resuliing {rom ¢ physical inventory of the Joint Property as provided for in Section VII.

7. Audits
A Non-Operator. upon notice in writing to Operator and all other Non-Opcerators, shall have the right to audit
Operator's accounts and records relating to the accounting herecunder for any calendar year within the twenty -four
(24) month peried following the end of such calendar year; provided however. the making of an audit shall not ex-
tend the time for the taking of written exception to atd the adjustment of accounts as provided for in Paragraph
6 of thix Section 1. Where there are two or more Non-Operators, the Non-Operators shall make every reasonable
offort to conduct joint or simultancous audits in a4 muanner which will reseIt in a minimum of inconvenicence to
the Qperator.

II. DIRECT CHARGES
Subject to Hmitations herelnafter preseribed, Operator shall charge the Joint Aceount with the following items:

1. Rentals und Royaltics
Detay or other rentals and royalties when sueh ventals and rovaltios are paid by Operator for the Joint Aceount
of the Parties.

2. Labor

A, Salarvies and wages of Operator’s employees directly engaged on the Joint Property in the conduct of the Joint
Opcrations, and salaries or wages of technical employees who are lemporarily assigned to and directly
cmployed on the Joint Property.

B. Operator’s cost of holiday. vuacaiion, sickness and disability benefits and other customary allowances paid to the
employees whose salavies and wages are chargeable to the Joint Aceount under Paragraph 2A of this Section i
and Paragraph 1 of Section 11I; except that in the case of these employees only a pro rata portion of whose
salaries and wages are chargeable to the Joint Account under Paragraph 1 of Scction I, not mori than the same
pro rata portion of the benefits and allownnens herebn privided for shadl be chavged o the Joint Account. Cost
under ibis Paragraph 2B may be charged on a “when and as patd basis™ or by “percentage assessiment’” on the
amount of salarics and wages chargeable to the Joint Account under Daragraph 2A of this Section I and Para-
graph 1 of Seetion L If pereeniage assessment is nsed, the rate shall be baved on the Operator's cost experionce.

C. Expenditures or contributions made pursiant to as essmonts imposed by povernmental authorits which are ap-
plicable to Operatar's labor cost of salavies and wages chargeable to the Jaint Account under Paragraphe 2A
and 2B of this Section I and Paragraph | of Scctinn L

D. Reasonabie personul expenses nf those employees whase salunies and wages are chargteable to the Joint Acconnt
under Paragraph 2A of this Section 1T and for which expenees the employees ave teitnhursed under Operator's
usual practice,




3. Employce Benefits

Operator’s current cost of established plans for emplovees' proup life insurance, hospitalization, pension, retire-
ment, stock purchase, thrift, bonus, and other benefit plans of a ke nature, applicable to Operator’s labor cost: pro-
vided however, the total of such charges shall not exceed fifiean parceat (15%) of Operatar's lubar covts charprable
fe the Joint Account under Paragraphs 2A and 2B of this Section I and Parvugraph 1 of Section HI

4. Meaterial
Material purchased or furnished by Operator for use on the Joint Property. So fmr as it is reasonably practi-
val snd consistent with effictent and ceonomcal operation, only such Material shall be purchased for or transferred
ta the Joint Property as may be requived for imnediate use. and the accumulation of surplus stacks shall be avaided.

5. Transportation

Transportation of cimploveds and Material necessavy for the Joamnt Qperations but subject to the follawing lunitations:

A I Material is moved o the Joint Property from the Operidor’s warchouse or other propertics, no charge shall
be made to the Joint Account for o distance preater than the distapee from the nearest reliable supply store or
railway reeciving point where hke matevial is available, except by apreement with Non-Operators.

B If surplus Material is moved to Operator’™s wurchouss ar other storage point, no charge shatl be made to the

Joint Account for a distauce greater than the distance to the veavest reliable supply store orv railway receiving
point, except by apreement with Nen-Operators. No chiorge shalt be made to Joint Account for moving Material
o other propertios belonging to Operiator, except by agrecment with Non-Operators.
Co Inothe application of subparagraphs A and B abovee,
. of £100 or less.
6. Scrvices
A The costé? fontract services and utilitiss procured frons sutside solices other than services covered by Para-
graph 8 of this Scetion 1 andd Parvacwcaph 2 of -Section 11
R Use tiud xervice of cquipment and facibities furnished by Opeiator as provided in Paragraph 5 of Seetion 1V,
7. Damages and Losses (o Joint Property
All costx or expenses necessary for the repair or replacement of Joint Property made necessary biecause of damages
0 torser incurred by five, flood, storm, theft, accident, or any other cause, except to the extent that the damage or
dogs cauld htve been aveided through the exeveise of veasanable diligence on the part of Operator. Qperator shall
furnish Non-Operators writien notice of damages or tosses incorred as soon as practicable after a report thereof
has been received by Operator.
8. Legnl Expense
All¢ostx and expenses af handline:, irvestizating and setthng Bigation ar elaims arisine by reason of the Joint
Qperations o neceasnry to protevt b vecover the Joint Property, including, but not limited to. attarneys’ lees,
court costx, cost of investigation or prociving evidence and amounts paid in settlement or sutisfuction of any
such litigation ov elaims: pravided. (a) no charge shall be made for the services of Operator's legal staff or ather reg-
ulariy employved personnel (such services being considered 1o be Admimistrative Overhead under Section I1I), ex-
cept by agreement with Non-Operators. and (b) ao charge shall be made for the fecs and expenses of outside at-
torieys intess the employment of sueh attornevs is agreed to by Operator and Non-Operators,
9. Taxes

there shadl be no cqualization of actual mross trucking costs

1

v Al tavesof every kind and nature assessed or levied upon or in connection with the Joint Property. the operation

thereof. or the production therefrom and which taxes have been paid by the Qperator for the benefit of the Parties.
. - Insurniice  Premiums
Premiums paid for insurance iequired to be carried on the Joint Property for the protection of the Parties.
1t. Othier Expenditares
Any other expenditure not covered or dealt with in the forcgoing provisions of this Section II. or in Section 111,
and which is incurved by the Operatar far the necessary and proper conduct of the Joint Qperations.

{II. INDIRECT CHARGES
Opcerator may charge the Joint Account for indireet costs either by use of an alocation of district expense items plus a
fixed rile for admimstrative overhead. and plus the warehousing charges. all as pravided for in Pavagraphs 1. 2, and 3 of

this Section 111 OR by combining all three of said itoms under the fixed tate provided for in Paragraph 4 of this Section
Hi us indicated next below:

PERATOR SHALL CHARCE THE JOINT ACCOUNT UNDER THE TERMS OF:
[ Paragraphs 1, 2 and 3. (Allocation ol district expense plus fised rate for administrative overhead plus
o -warehousing.) -
; % - Paragraph 4. (Combined fixed rate)
1. Distrit Expense ™ ° ~ o

Cwages and expenses of Operator’s
production superintendent and other employees serving the Jom' Propeity and other properties af the Operator in
the same egerating-arca. whase time is not allocated directly to the properties, and a pro rata portion of the cost of
maintaining and operating a production office known as Operator’s

office lovated at or near {or & comparable office if location changed). and neces-
sary sub-officea (if any). maintained for the convenience of the above-deseribed office, and all necessary ecamps.
including housinz facilities for emplovees of reguired. used 1 connection with the operations of the Joint Property
and other preperties in the same operating avea, The expense of, less any revenue frem. such Facilities may, at the
oplion of Qpevator. include depreciation of investmwnt oo a fair monthly rvental in lieu of depreciation. Such

chiavges shall be apportioned to al! properties served on xome cquitable basis consistent with Operator's accounting
practice.

2. Administrative Overhend
Operator shall charge administrative overhead to the Jomnt Account at the following rates, which eharge shell he in
licu of the cott and expenxe of ol offives of the Operator Bt covered by Paragroph 1 of this Section 1L including
salarvies, wages and expenses of pueisonnel assigned to such offices, Such charges shall bein addition 1o the salaries,

wages and expenses of emplovees of Opecator aathorized to be charged as dereel charges as provided i ioagraphs
2 and 8 of Section 11

WELL BASIS (RATE PER WELL PER MONTH)

PRQDUCING WELL RATE
DRILLING WILL RATE

GraNg Wil R (Use Current Producing Dcpth)
te Totel Dapth) All Wells
Well Depth Each Well First Five 3 Next Five Qver Ten

The cost and expense of serviees from outsyde sources in connvetion with gpatters of taxation, traffie, ac ounting, or
matiers tefore o ivalving povernmental agecctes shall be constdered as ncbaded i the overhead vates provided for in

this Pavagraph 2 of Sectton UL alezs stieh cost and expenee are potend upon between Operator and Non-Operators,
as a direct chavee to the Joint Acconnt




Operator’s Fully Owned Warehouse Operating and Maintenance Expense
{Degcribe (ully the agreed procedure to be foliowed by the Operator.)

i NONE

Combined Fixed Rates
Operator <kall charge the Joint Acecount for the services covered by Paragraph 1, 2 and 3 of this Section III, the

following fixed por well rates:
: WELL BASIS (RATE PER WELL PER MONTH)

Sind fixed rate (shall) (REKRXXY) mclude salavies and expenses of production foremen,

3.

Production
Drilling Wells All Wells—~All Depths
$1,460 $205

Application of Administrative Overhead or Combined Fixed Rates

The following limitations, instructions and charges shall apply in the application of the per well rates as provided
under either Paragraph 2 or i*avagraph 4 of this Section Ul

Charges for drilling wells shall begin on the date cach well s spudded and terminate va the date the drilling or
completion rig is refeased. whichever is later, except that ne charge shall Be made durving the suspension of
drilling eperations for fifteen (15) or more consecutive days.

B. The status of wells shall be as follows:

(1) Producing gas wells, injection wells for recavery operations, water sunpply wells utidized for water flonding
operations and salt water disposal wells shall be considered the same ax producing wells.

{2) Wells permanently shut down but on which plugging aperations are deferred shall be dropped trony the
well schedule ot the time the shutdown is effected. When such o well s plugged o charpe shatl e made
it the producing well rutes.

(3} Wells being plugged back. drilled decper, converted to a souree or input well, or which are underpoing any
type of workover that requires the use of a drilling or warkaver rig shall be considered the same as drilling
wetlls.

(4) Temporarily shut-down wells. which are not produced or worked upon for a period of o full calendar month,
shall not be included in the weil schedule, provided however, wells shut in by governmental regilatory
body shall be included in the well schedule only in the event the allowable production is tiansferced 1o some
other well ur wells on the Joint Prapertv. In the event of a unit allowable, all wells capable of producing
will be counted in determining the charge.

(8} Gas wells shall be included in the well schedule if directly connected to a permanent salc: outlet even
though temporarily shut in due to overproduction or failure of purchaser Lo take the sllowaed praduction.
Wells completed in multiple hovizons, in which the production is not commingled down hole, shall be con-
sidered as a producing well for cach separately producing horizan.

C. The well rates shall apply to the totat number of welis being drilled or operated under the agrec-
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ment to which this Accounting Procedure is attached, irrespective of individual leases.

D. The well rates shall be adjusted on the first day of April of ¢ach year following the cffective date of the agron-
ment to which this Accounting Procedure is attached. The adjustment shall be computed by multiplying the
rate currently in use by the percentage increase or deerease in ine average weekly earnings of Crude Petroleum
and Gas Production Workers far the last calendar year compared to the preceding calendar year as shown by
“The Index of Average Weekly Earnings of Crude Petroleum and Gas Production Warkers” as published by the
United States Department of Labor. Bureau of Labor Statistics. The adjusted rates shall be the rates currently
in use, plus or minus the vomputed adjustment.

For the conxiruction of compressor plants, water stations, secontkny recavery systems, salt water disposal facili-

ties. and other such projects, as distinguished from the maore usual deilling and producing aperations, (Operaiar

m addition te the Administrative Overhead or Combined Fixed Rutes provided for in Paragraph 2 and 4 of this

Section 11, shall charge the Juint Account with an additional overhead charge as follows:

A. Total coust less than $25,000, no charge.

B. Total cost more than $25.000 but fess than $i00.000, . 3  of intal cost.

C. Total cost of $100.000 or more,. 3 . of the first £100,000 plus .2 ¢, of all over $100.000 of tital cost.

Total cost shall mean the total gross cost of any one project. For the purpose of this Paragraph the camponent parts

of a single project shall not be treated stpataiely and the cogt of dritiing wells shall be excluded.

The speeific rates provided fo: in this Section 11 may be amended from tinie to time by mutual agreement between

the Purties hereta if, in praclice, the rates are found o be insufficient or excessive.

IV. BASIS OF CHARGES TO JOIMNT ACCOUNT

Subject to the further provisions of this Section IV, Operator will procure xll Material and services for the Joint Prop-
erty. At the Operator's option, Nun-Operator may supply Matlerial or services f(oc the Joint Property.

i

Purchases

Material purchased and service procured shall be charged at the price paid by Operator after deduction of all dis-

counts actually received.

Material furnished from Operator's Warchouse or Gther Properiies

A. New Material (Condition “A™)

(1) Tubular goods, two inch (2) und over, shull be priced on Eastern Mill base (i. . Youngstown, (hio; Lorain,

Uhio; and Indiana Harbor, Indiana) vn a minimum curload busis effective at date of muvernnent ond oo, b,
ratllway receiving point nearest the Joint Proncits, regardivss of quantity. In cquabized houbing chirpes,
Operator is permitted to include ten cents (10c) per hundred-woight on all tubalar goods furpished from
his stacks in lieu of loading and unloading costs sustained.

(2) Other Material shall be priced at the current reglacement cost of the same kind of Material. effective at date
of movement and f. 0. b. the supply store or vailway receiving point nearest the Joint Property where
Matcrinl of the csame kind is available.

(3) The Joint Account shall not be credited with cash discounts applicable o prices piovided for in this Para-
graph 2 of Section IV.

B. Used Material (Condition “B" and "C")

(1) Material in sound and serviceable condition and suitable for reuse without reconditioning, shall pe classified
as Condition “'B” and priced at seventy-five per cent (75 ) of the current price of new Material.

(2) Material which cannot be classitied as Condition “B” but which,

(a) After reconditioning will te further servicesble for crigmal function as gond secondhand Materia)
(Condition “B"), or

(b) Is serviceable for originai function but substantially not switeble for reconditioning. shall be classifi-
ed as Condition "C” and priced at fifty per ceat (5077 ) of current new price,

{(3) Obsolete Material or Material which cannot be classified as Condition “B” or Cond‘ion “C" shall be priced
at & value commensurate with its use.  Material no longer suitable for ats original purpose hut usable for

3
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some other purpose, shall be priced on a basis comparable with that of items normally used for such other
purpose.
{4) Material involving erection costs shall be charged at applicoble percentage of the current knocked-down
pric» of new Material
3. Premium Prices
Whenever Material is not readily obtainable at prices specified in Paragraphs 1 and 2 of this Section IV hecause of
national emergencies. strikes or other unusual causes over which the Operatar has no control, the Operator may
churge the Joint Aceount for the requived Material at the Operator's actual east incurred in procuring such Material,
in making it suitable for use. and m moving 1 to the Joint Property, provided, that notice in writing i
furniched to Non-Opetators of the propused charpe priot to billing Non-Operators for such Material . Each Non-
Dperator shall have the right, by so electing and notifying Operator within 10 days after receiving notice from
Opevatar, to turpish in kind all or part of hig share of such Matenal sutable for use and acceptable to Operator.
4. Warranty of Material Furnished by Operator
Opetator does not warrant the Material furnished. In case of defective Materiual, credit <hall not he passed to the
Jamt Account until adjustment has been received by Operator from the manufacturers or their agents.
5. Fquioment and Facilities Furnished by Operator
A Opevator shall charge the Joint Account for use of equipment and facilities at rates commensurate with cost of
ownershup and operation. Such rates shall include cost of maintenance. repairs, other operating cxpense, in-
sarance, tuxes, depreciation and intevest on investment naot to exceed six per cent (67,) per annum, provided
..o sugh tates shall not excedd thuse currently prevailing in the immediate arca within which the Joint Property is
located Rateq for automotive equiptaent shall generally be in line with the schedule of rates adopted by the
Petroleurn Motor Transpoit Assuciaiion, or somé other .cw.,-uu.! graanization, as recommeded uniforin charges
against Juint Property operations. Rates for labaratory servives shall nat oxme:l those curvently prevailing if
perfurmed by outside service laboratories, Rates for {rucks, tracters and well service units may include wages
and cxpenses of nperator.
B. Whenever tequested, Opetrator shall inform Non-Operators in advance of the rates it proposes 1u ~harge.
C. Rutes shall be revised aud adjusted from time to time when found to be either excessive or innufficient.

V. DISPOSAL OF MATERIAL
The Operator may purchase, but shall be under no obligation to purchase, interest of Mon-Operators in surplus Condi-
tion “A™ or "B Material. The dispasit on of surplus Controllable Material, not purchased by Operator, shall be subject
to wreement betwoen Qperator and Non-Operators, provided Operator shall dispose of normal accumulations of junk
and ~crap Material either by transier or sale from the Joint Property.
1. Material Purchased by the Operator or Non-Operators

Maierial purchased by either the Operator or Non-Operators shall be credited by the Operator to the Joint Account

“for the manth in which the Material is removed Ly the purchaser.

. 2. Division in Kind -

' Division of Material in kind. if made between Operator and Non-Operators, shall be in proportion to the respective
interests in such Material. The Parties will thereupon be charged individually with the value of the Material re-
ceived or receivat!>. Proper credits shall be made by the Operator in the monthly statement of operations.

3. Sales to Outsiders
Sales-to outsiders of Material from the Joint Property shall be credited by Operator to the Joint Account at the net
amount cotlected by Operator from vendee. Any claim by vendee related to such sale shall be charged back to the
Joint-Account if and when paid by Operator.

V1. BASIS OF PRICING MATERIAL TRANSFERRED FROM JOINT ACCCUNT
Materia! purchased by either Operator or Non-Operators or divided in kind, unless otherwise agreed tc hetween
“;:e.'.-..-: and Non-Operatars shall be priced on the following basis:
1. New Price Defined -
New price as used in this Sextion VI shull be the price specified for New Maierial in Section 1V.
2. New Materia) :
New Material (Conditinn "A)Y hoinu new Waterial procured for ihe joini Properly but never used, at one hundred
poer cen® (100¢.) of current new price (plus sales tax if any).
3. Good Ured Materia!
Good used Material (Condition “B”), being used Material in sound and serviceable condition, suitable for reuse
wilhout reconditioning:
A. At seventy-five per cent {75 ) of current new price if Material was charged to Joint Account as new, or
B. At sixty-five per cent (8577) of current new price if Material was originally charged to the Joint Account as
secondnand ul sévénly-five porcent {75807) of new price
4. Other Used Material
Used Material (Condition "C™), at fifty per cent (509 ) of current new price, being used Material which:
A. 74 not in sound and serviceable condition but suitable for reuse after reconditioning, or
B. Is serviceable for original function but not suitable for reconditioning.
5. Bad-Order Materlal
Material (Condition "D"), no longer suitable for its original purpose without excessive repair cost but usable for
some other purpoese at a price comparable with that of items normally used for such other purpose.
6. Junk Materlal
Junk Material (Condition "E"), being obsolete and scrap Material, al prevailing prices
7. Temporarily Used Material
When the usc of Material is temporary and its service to the Joint Property does not justify the reduction in price as
provided for in Paragraph 3 B of this Scetion VI, such Material shall be priced on a basis that will leave a net charge
to the Joint Account consistent with the value of the service rendered. -

VII. INVENTORIES
The Operatur shall muntain detuiled records of Material generally considered controliable hy the Industry.
1. Perindic Inventorles, Notice and Representalion
&t veasonable intervals, tnventories shall be taken by Operator of the Joint Account Matertal, which shall inciude
all such Material ax is ordinucily considered controllable. Written notice of intention to take inventory shall be
given by Operator at least thirty (30) days before any inventory is to hegin so that Non-Operators may be repre-
sented when any inventory is taken. Failure of Non-Operators to be represented at an inventory shall bind Non-
Opervators to aceept the inventory takea by Operator, who shall in that event furnish Non-Operators with a copy
thereof.
2. Reconclliation and Adjustment of Inventories
Reconciliation of inventory with charges to the Joint Account shall he made, and a list of overages and shortages
shall be jointly determined by Operator and Non-Operators. Inventory adjustments shall be rnade by Operator
with the Joint Account for overages and shortages, but Operator shall be heid accountable to Non-QOperator only
for shortages due te lack of reasonable diligence.
J. Special Inventories
Special inventories may be taken whenever there is any sale or change of interest in the Joint Property. [t shall be
the duly of {he party selling to notify all other Parties as quickly as possible after the iransfer of interest takes
place. In such vases. both the seller and the purchase:s shall be governed by such inventory
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EXHIBIT "D" - Attached to and made a part of Operating Agreement dated
October 15 . , 19 73 s
between CLTIES SERVICE OIL COMPANY, a3 Operator, and
ALLIED CHEMICAL CORPORATION, et al, as Non-Operators.

;
; (NO UNLEASED MINERAL INTEREST BEING CONTRIBUTED)
1
:
3
¥
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EXHIBIT "E" - Attached to and made a part of Operating Agreement dated
October 10 .y B 1%, between CITIES
SERVICE OTL COMI’ANY, as Opcerator, aud ALLTED CHIEMICAL CORPORATION,
et al, as Non-Operators.

CAS STORAGE AND BALANCING AGREFMENT

The parties to the Operatlng Agrecment to which thls gas storage agree-
ment ls attached own the working {nterest in the gas rights underlying the Unit
ATed covered Ly such agreemeni in decordance with the percentuges of pariicipation
as set forth in Exhibit "A" to the Operating Apreement. ‘

In accordarce with the terms of the OUperating Agreement, each party there-
to has the right to take its share of gas produced from the Unit Area and market the
same. In the event any of the parties hereto is not at any time taking or marketing
its share of gas or has contracted to seii its share of gas produced from the Unitc ' 7
Area to a purchaser which is unable at any time while this.agreement 1s in effect to
take the share of gas attributable to the Intcrest of such party, the terms of this
storage agreement shall automatically become effective.

During the period or pericds when any party hereto Ls not taking or market-
ing its share of gas produced from the Unit Area, or its purchaser Is unable to take
its share of gas produced from the Unit Arca, the other parties shall be entitled to
produce each month one hundred percent (100%) of the allowable gas production as-
signed to such Unit by the New Mexico 0il Conservation Commission and shall be en-
titled to take and deliver to its or thelr purchaser all of such gas production;
however, nc party shall be entitled to take or deliver to a purchaser gas production

‘ ‘ in excess of three hundred percent (300%Z) of its currcnt share of the volumes cap-
: able of belng delivered or of the allowable gas production if assigned thereto by
the New Mexico 0il Conservation Commission unless that party has gas in storage.

i All parties hereto shall share in and own the liquid hydrocarbons recovered from
gsuch gas by lease equipment in accordance with their respective interests and sub-
ject to the Operating Agreement t3 which this gas storage agreement is attached,
but the party or parties taking such gas shall own all of the gas delivered to its
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ot their purchaser. Un aun accumuiative basis, €ach pariy ool taxiug OF mATRelilng
its share of the gas produced shall be credited with gas in storage equal to 1its
gshare of the gas produced under this agreement, less its share of gas used in lease

operations, vented or lost.

Each party takiug gas shall furnish the Operator a monthly statement of
gas taken. The statement shall show the volume and value of gas utilized (other
than for unit operations), the volume of gas sold and the proceeds therefrom, the
production taxes due on such gas, and the basic royalty due on such gas. ("Basic
royalty" as used herein shall mean the usual one-eighth (1/8) royalty and "excess
royalty" as used herein shall mean any royalty in excess of the usual one-eighth
(1/%; but net including overriding royalty, production payment, or similar iater-
est.) Each party shall pay or make arrangements to have the basic royalty attrib-
utable to the production it receives paid to the Operator. The Operator will make
settlement with royalty owners for basic royalty and excess royalty. Each party
having an interest burdened with an excess royalty shall reimburse Operator for
such excess royalty upon being invoiced therefor. Fach party having an interest
vurdened with any overriding royalty, production payment, or similar interest shall
be responsible for the payment of such overriding rovalty, production payment, or
similar interest., Each party taking wzas shall pay or cause to be pald all produc-
tion taxes due on the gas taken. The Operator will maintain a current account of
the gas balance between the parties and will furnish all parties a monthly state-
ment showing the total quantity of pas taken and/or sold by each party and the

monthly accumulative over and under delivered of each party. Lach party takianz
i gas agrees to hold cach other party harmless from any and all claims for bLasic
royalty asserted by royalty owners on such gas,

After nutice to the Operator, any party at any time may begin taking or
delivering tec its purchaser its share of the gas produced {rom the Unit Area. In
asdition to its sture, eich partv, including the Upcrator, until it bhins cocovered
its gos in storage and balenced the pas account as to its laterest, shall e en-
titlec Lo take or deliver to a purchaser a velume of gas equal to {ifty percent

(507) of the oversroduced party or parties' share of gas produced frem the Unit
Area.  If two or sore sartices are entitled to Cifoey pereont (307) of the oo o=
duced party or parties’ snare ot s produced, they stall divide such FiYiy per-
cent (5304) in accordance with their poreentage of participation in the Unit.

Should production of gas be discentinued before the was account {s bal-
anced, a ~onetory setrlonent will be cade bhetween the underprodinced and overproons
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parties. In making such settlement, each overproduced party shall remit to the
Operator an wwunt of money that such purty received for its overproduction, less
royalty and taxes therctofore paid, such amount being at the price hereinafter de-
fined for its last sales and for a volume of gas equal to (ts overproduction. As
to gas sold in interstate commerce, the price basis shall be the rate collected,
whichi is not subject to possible refund, as provided by the Federal Power Cemmis-
sion pursuant to final order or settlement applicable to the gas sold, plus any
addirional collected amount which is not ultimately required by saild Commission

ty be refunded, such additional collected amount to be accounted for at such time
as final determinatlon is made with respect  thereto. The Operator shall distribute
the total of such amounts among the underproduced parties in the proportion that
the underproduction of each bears to the underproduction of all parties.

Nothing herein shall be coustrued to deny any party the right, from tinme
to time, to produce and take or deliver to its purchaser the full well etream {ur a
period not to exceed seventy~two (77) hours io meet the deliverability test required
by Liis purchaser. Each party shall, at all times, use its best efforts to regulate
its takes and deliveries from said Unit so that said Unit will not be shut in for
overproducing the allowable or for cancellation of allowable because of underpro-
ducing the allowable assigned thereto by the state regulatory body.

The provisions of this agreement shall be applied to each well and/or
formztion completion as if each well or formation completion were a separate well
and covered by a separate but identical gas storage and balancing agreement and
shall be and remain in force znd effect for a term concurrent with the term of the
Unit COperating Agreement between the parties.

This agreement shall become effective in accordance with its terms and
- shall remain ir force and effect as long as the Operating Agreement to which it is
attached remains in effect, and shall inure to the benefit of and be binding upon
the parties hereto, their successors, legal represcntacives and assigns.
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EXHIBIT "F" - Attached to and made a part of Operating Agreement dated
October 15 , 19 73 |, between CGITIES
SERVICE OIL COMPANY, as Operator, and ALLIED CHEMICAL CORPORATION,
et al, as Non-Operators.

EQUAL EMPLOYMENT OPPORTUNITY PROVISION

During the performance of this contract, the Operator agrees as follows:

1. The Operator will not discriminate against any employee or applicant
for employment because of race, color, religion, sex or national origin. The Opera-
tor will take affirmative action to ensure that applicants are employed, and that
employees are treated during employment, without regard to their race, color, re-
ligion, sex or national origin. Such action shall include, but not be limited to
the following: Employment, upgrading, demotion, or transfer, recruitment or re-
cruitment advertising: lavoff or termination: rates cof pay uce other forms of com-
pensation; and selection for training, including apprenticeship. The Operator a-
grees to post in conspicuous places, available to employees and applicants for em-
ploynment notices to be provided for the contracting officer setting forth the pro-
visions of this non-discrimination clause.

2., The Operator will, 1a all solicitations or advertisements for employees
placed by or on behalf of the Operator, state that all qualified applicants will re-
celve consideration for employment without regard to race, color, religion, sex or
national origin.

3. The Operator will send to cach labor union or representative of workers
with which it has a collective bargaining agrcement or other contract or understand-
ing, a notice to be provided by the agency contractinpg officer, advising the labor
union or workers' representative of the Operator's commitments under Sectlon 202 of
Executive Order 11246 of September 24, 1965, and shall post copies of the notice in
conspicuous places available to employees and applicants for employment.

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

5. The Operator will furnish all information and rcports required by
Executive Order 11246 of September 24, 1965, and by the rules, regulations, and
orders of the Secretary of Labor, or pursuant thereto, and will permit access to
its books, records, and accounts by the contracting agency and the Secretary of
Labor for purposes of investigation to ascertain compliance with such rules, regu-
lations, and orders.

6. In the event of Operator's non-compliance with the non-discrimination
clauses of this contract or with any of such rules, regulations, or orders, this
contract may be cancelled, terminated or suspended in whole or In part and the Op-
erator may he declared ineligible for further Government contracts in accordance
with procedures authorized in Executive Order 11246 of September 24, 1965, and such
other sanctions may be imposed and remedies iInvoked as provided in Executive Order
11246 of September 24, 1965, or by rules, regulations, or order of the Secretary of
Labor, or as othervise provided by law.

7. The Operator will Include the provisions of paragraphs (1) through

{7) 1n every subcontract or purchase order untess cxempled by rules, regulatlons,
or ordera of the Secretary of Laboi fssucd pursuanl te Secetfon 204 of frecat{vee
Order 11246 of September 24, 1965, so that such provislons wltl be biondIng upon
each subcontractor or vendor. The Operator wlll take such actlon wlth respeet to
any suhcontract or purchase order as the contracting agency may dlrect ag i means
of enforcing such provislons including sanctions for non-compliancce: Provided,

however, that in the event the Operator becomes involved In, or Is threatenced wlth,

litigation with a subcontractor or vendor as a result of such dlrection by the con-

tracting agency, the Operator may request the Unlted States to cnter into such Hitl-
gation to protect the Interests of the United States,

Operator acknewledges that it may be required to file Standard Form 100
(EEO-1) promulgated jointly by the Off{ice of TVederal Contract Compliance, the lqual
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EXHIBIT "F"
Page Two

Employment Opportunity Commission and Plans for Progress with Joint Reporting Com-
mittee, Federal Depot, Jeffersonville, Indiana, within thirty (30) davs of the

date of contract award if such report has not been filed for the current year and
otherwise comply with or file such other compliance reports as may be required under
Executive Order 11246, as amended and Rules and Regulations adopted thereunder.

Operator further acknowledges that it may be required to develop a writ-
ten affirmative action compliance program as required by the Rules and Regulations
approved by the Secretary of Labor under authority of Executive Order 11246 and
supply Non-Operators with a copy of such program if they so request.

CERTIFICATION OF NON-SEGREGATED FACILITIES

Operator assures Non-Operators that it does not and will not malntain or
provide for its employees any segregated facllltles at any of its establishments,
and that it dves not and will not permit 1its cmployees to perform thelr services
at any location, under its control, wherc segregated (acilitles are mainlalned.

For this purpose, it is understood that the phrase "segregated facillties" Includes
facilities which are in fact segregated on a basis of race, color, religion, or
national origin, because of habit, local custom or otherwise., It is further under-
stood and agreed that maintaining or providing segregated facilities for its em-
ployees or permitting its employees to perform theilr services at any location under
its control where segregated facilities are maintained 1s a violation of the equal
opportunity clause required by Executive Urder 1i246 of September 24, 1965.

Operator further understands and agrees that a breach of the assurance
herein contained subjects it to the provisions of the Order at 41 CFR Chapter 60
of the Secretary of Labor dated May 21, 1968, and the provisions of the equal op-
portunity clause enumerated in contracts between the United States of America and
Non-Operators.

Whoever knowingly and willfully makes any false, fictitious or fraudulent
representation may be liable to criminal prosecution under 18 U.S.C g 1001.

i
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Tract

No.

Cose S5O7F

Description of Land

Number

of Acres Date of Lease Ownership

Serial No. .

and Exp.

EXHIBIT B
Azotea desa Unit
T-23-8, R~Z4-E
Eddy County, New riexico

Basic Royalty

Percentage Lessee of Record

ORR and Percentage

Working Int

Section 9: NE/4, NW/4
SE/&4

Section 4: Lots 1, 2,
3, 4, S/2 X/2

Section 5: Lots 1, 2,
3, 4, S/2 X/2
Section 6: Lots 1, 2,
S/2 NE/4, SE/4
Section 8: NW/4 XW/&4

Section 9: NE/4 SE/4
Section 7: SE/4 NE/4,
SE/4

Section 6: Lots 3, 4,
5, 6, 7, SE/4 YW/4.
E/2 SW/4 1

Section 7: NE/4 NE/4

Section 7: Lots 3, 4,
E/2 su/4

Section 18: Lot 1, E/2
W/z, Ef2

Section 17: All

200.00

993.384

40,00

200.00

296.01

40.069

148.80

514,52

640,00

NM-0487566
12/31/73

NM-0553776
5/30/74

NM-0554199
7/31/74

NM-0556282
2/28/75

N:{-0557138
5/31/75
NM-0557140
5/31/75
NM~055824C

in/31/75

M1-0560246
6/30/76

NM-0560247
6/30/76

USA

USA

USA

USA

USA

USA

USA

USA

USA

12.5% Atlantic Richfield
Company
12.5Z Allied Chemical
Corporation
12.5% The Wiser 0il
Company
12.5% Atlantic Richfield
Company
12.5% Getty 011 Company
12,5% Getty 0il Company
12.5% J. M. Huber Corpo-
ration
12.5% Cities Service 011
Company
12.5% Cities Service 011
Company
Exhibit B

Page 1

David Fagerness -

Thomas Allen -

Yone

R. C. Paterson -

Jack Grynberg and
Jean Burke -

Gayle Hubbard -

Clara Murphy -
0lin Featherstone 1T -
$500/ac. out of 3%%

Gilbert Catanach, Frank
Santana, Dalio Martinez
and E, J. Floersheim -

Esdras Hartley -

J. ¥. Dunbar -
Victor Huggins -
Judith Holcomb -

5Z

3z

2%

3%

12
27
2%

Atlantic Ri

The Wiser
Atlantic Ri

Getty 0il C

Getty 011 C

J. M. HBuber

Cities Serv

Cities Serv




EXHIBIT B
hw 7f Azotea MNesa Unit
T-23-S, R-24-E
4 Eddy County, XNew iexico
Serial No.
Number and Exp. Basic Royalty
hd of Acres Date of Lease Ownership Percentage Lessee of Record ORR and Percentage Working Interest and ferceantage
F/A 200,00 NM-0487566 USA 12.5% Atlantic Richfield David Tagerness - 2%, Atlantic Richfield Coapany 1007,
12/31/73 Company
2, 993.84 NM-0553776 USA 12.5%2 Allied Chemical Thomas Allen - 57 Allied Chemical Cerpeora-— 100%
5/30/74 Corporation T tion
2,
2,
/4
i/ 4 40.00 NM-0554199 USA 12.5% The Wiser 0il None The Wiser 0il Company 1007
7/31/74 Company
b/4, 200.00 NM-0556282 GSA 12.5Z Atlantic Richfield R. C. Paterson - 3% Atlantic Richfield Company 100Z
2/28/7= Company
, &, 296.01 N1-0557138 USA 12.5% Getty 0il Company  Jack Grynberg and Getty 0il Company 100%
b, 5/31/75 Jean Burke - 5%
E/& 40.00 NM-0557140 USA 12.5% Getty Oil Company Gayle Hubbard - 57 Getty 0il Company 100%
J 5/31/75
. &, 148.80 NM-0558260 USA 12.52 J. M. Huber Corpo- Clara Murphy - 32 J. M. Huber Corporation 1007
' i0/31/75 ration Olin Featherstone II ~
; $500/ac. out of 3%%
» Ef2 514.52 NM-0560246 USA 12.5% Citijes Service 0il Gilbert Catanach, Frank Cities Service 01l Company 1002
’ 6/30/76 Company Santana, Dalic Martinez
and E. J. Floersheim - 2%
Esdras Hartley - 3%
640,00 NM-0560247 USA 12.5% Cities Service 0il J., M. Dumbar - 1Z Cities Service 0il Company 100%
6/30/76 - Company Victor Huggins - 2%
Judith Holcomb - 2%
Exhibit B
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Tract
No.

Number
Description of Land

Serial No.
and Exp.

Basic Royalty

ORR and Percentaze

10.

11.

12,

13.

14-

15.

16.

17.

18.

19.

20.

Section 7: Lot 2 34.28
Section 8: S/2, NE/4, 680.00
S/2 XW/4, NE/4& XW/4

Section 9: S/2 SE/4

Section 7: W/2 NE/4, 160.00
E/2 NW/4

Section 7: Lot 1 34.20
Section 5: SW/4& SW/4 40,00
Section 9: W/2 320,00
Section S: SE/4, N/2 280.00
SW/4, SE/4 SW/&

Section 4: S/2 320.00
Section 18: Lots 2, 3, 104,04

and 4

TOTAL FEDERAL LAXNDS -5,045.69

Section 16: SE/4, S/2 280.00
SW/4, NE/4 SW/4

Section 16: N/2, NW/4 360.00
SW/4

TOTAL STATE LANDS 640.00
TOTAL LANDS 5,685.69

NM-0560248

6/30/76
N1-2020
4/30/177
n-3276
9/30/77

NM-7058
7/31/78

\¢-11798
5/31/80

NM-15288
3/31/82

NM-15288-A
3/31/82

NM-18285
4/30/83

L-4224-1
2/17/80

L-7035
2/15/82

of Acres Date of Lease Ownership

- USA

USA

USA
UsA
USA
UsA
USA
Usa

USA

State

State

Percentage _Lessee of Record

12.5%

12.5%

12.5%

12.5%

12.5%

12.5%

12.5%

12.5%

12,57

12.5%

12.5%

Rctkingﬁlné

Getty 0il Company

Cities Service 0il

Company

Getty 0il Company

Getty 0Oil Company

G. Dee Williamson

Gulf 01l Corpora-

tion

Dalport 0il Cor-~

poration

El Paso Natural

Gas Company

Fluor 01l & Gas

Corporation

E1 Paso Natural

Gas Company

Cities Service 0il

Company

Exhibit B
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Kirby Petroleum Company 3%

Franklin Moore - L p
Thomas Allen - > ek
cx. < lahl
A. Landsdale - 53

Louise Safarik -

w
P

None

Thomas Allen - " 5%

None

Dalport 0il Corporation 5%
None
The Wiser 0il Co. S%
Yone

Getty 0il Q

Cities Se

Getty U1l G
Getty 011 ¢
G. Dee Wil‘
Gulf 0il Co
Dalport 0il
El Paso Na |

pany

Fluor 011l &
tion

El Paso Nat
Company

Citiles Serv




Serial No.
Number and Exp. Basic Rovalty
d of -Acres Date of Lease Ownership Percentage Lessee of Record ORR and Percentage Working Interest and Fercentage
34.28 NM-0560248 USA 12.5% Getty 011 Company Kirby Petroleum Company 3% Getty 0il Company 1307
6/30/76
E/4, 680.00 N1-2020 USA 12.5% Cities Service 0il Franklin Moore - 1% Cities Service ©il Cozpany 100%
/4 4/30/77 Company Thomas Allen - = 4
/4 TR, X :.L’I, =00
/4, 160.00 NM-3276 Usa 12.57 Getty 0il Company A. Landsdale - 5% Getty 0il Company 1007
9/30/77
34,20 NM-7058 USA 12.5% Getty 0il Company  Louise Safarik - 5% Getty 0il Company 100%
7/31/78
W/ 4 40.00 NM-11458 USA 12.5% G. Dee Williamson None G. Dee Williamson 100
3/31/80 :
320.00 \M-11798 UsA 12,.5% Gulf 0il Corpora-  Thomas Allen -~ " 535 CGulf 0il Corporation 1007
5/31/80 tion
N/2 280.00 NM-15288 USA 12.5%  Daiport 011 Cor- None Dalport 0il Corporation 1002
3/31/82 poration
320.00 NM-15288-A UsA 12.52 E1 Paso Natural Dalport 0il Corporation 5% El Paso Natural Gas Com~ 1002
3/31/82 Gas Company pany
2, 3, 104.04  NM~18285 USA 12 .5% Fluor 011 & Gas None Fluor 0il & Gas Corpora- 100Z
| 4130183 Corporation tion
DS .5,045.69
s/2 280.00 L-4224-1 State iz.5% E1l Paso Natural The Wiser 0il Co. 5% El1 Paso Natural Gas 1002
2/17780 Gas Company —  Company
NW/4 360.00 L-7035 State 12.3% Cities Service 0il None Cities Service 0il Company 100%
; 2/15/82 Company
b 640.00
5,685.69
Exhibit B
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(3) CONTRIBUTIONS AND INTERESTS OF PARTIES UNDER AGREEMENT:
Colum 1 Column 2 Columh 3 Colum & Columm 5 Column 6 Columm 7
Initial Test Well After
Original Interest Initial Test Well Payout and All Subsequent v
Before Payout Wells in Unit Area A _ (
Working Interest Owners _ Acres Percentage Acres Percentage Acres Pgrcentage - _Acres
Cities Service 0il Company 2,194.52 41.74559% 2,687.62 51,12571% 2,441,07 46.43563% 217.54
Allied Chemical Corporation 993.84 18.905477% 1,217.15 23,15348% 1,105.49 _ 21.02935% 98.52
El Paso Natural Gas Company ' 600.00 11.413597% 734.82 13.97819% 667.41 12.69590% 59.48
Getty 0il Company 564,49 10.738102 -0- -0~ - 282.24 5.36895% 25.15
Atlantic Richfield C?mpany 400.00 7.60906% -0- -0- 200.00 3.80453% . 17.82
Gulf 0il Corporation 320,00 §.08725% 391.90 7.45504% 355.95 6.77113% 31.72
J. M. Huber Corporation -0- -0- -0- -0- -0~ -0~ 148.80
Fluor 0il & Gas Corporation 104.04 1.979127% 127.42 2.423827% 115,73 2.20149% iG.31
The Wiser 0il Company 40.00 .76091% 148,99 .93188% 44,50 .846512% 3.97
G. Dee Williamson ’ 40,00 .760912 ___48.99 .93188% 44,50 +84651% _"3.97
{ 5,256.89 100.00000% 5,256.89 100.00000% 5,256,.89 100.000002 617.28
|

Exhibit "A"
Page 2




- 50”
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Column 1 Column 2

Original Interest

_ Acres Percentage
z,194.52 §1.74559%
P 993.84 18.905477%
v ’ 600.00 11.41359%
564 .49 10.73810%
y 400.00 7.60906%
320.00 6.08725%

-0- -0-
on 104.04 1.97912%
40.00 .76091%
l ) 40.00 . 760912
L 5,256.89 100.00000%

r
!
»

Column 3 Column 4

Initial Test Well
Before Payout

Acres Percentage
2,687.62 51.12571%
1,217.15 23,15348%

734.82 13.97819%

-0~ -0-

-0- -0~
391,90 7.45504%

-0~ -0
127.42 2,477
'748.99 .93188%
48.99 .93188%
5,256.89 100.00000%

Exhibit "A"
Page 2

Colwm 5 Column 6

Initial Test Well After

Payout and All Subsequent
Wells in Unit Area A

Acres Percentage
2,441.07 46.43563%
1,105.49 21.029357

667.41 12.69590%

282.24 5.36895%

200.00 3.80453%

355.95 6.77113%

-0- -Q-

115.73 2.20149%

44.50 .84651%

44,50 .84651%

5,256 .89 100.00000%

Column 7

Columm 8

Uait Area B
(Section 7)

Acres

217.54
98,52
59.48
25.15
17.82
31.72

148.80
10.31

3,97

~3.97

617.28

Percentage

35.241717%
15.960347%
9.635827%
4,074337%
2.88686%
5.138677%
24.10576%
1.67023%

.64314%

643147

100.000002
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Examiner Hearing - Wednesday - October 31, 1973 Dogket No. 31-73

CASE 5096:

o

o g
Py

CASE 5097:

RIS A

CASE 5073:

-3

Application of H. L. Browm, Jr. for a non-standard gas proration unit
and unorthodox gas well location, Eddy County, New Mexico. Applicant,
in the above-styled cause, seeks approval for a 320-acre non~standard
gas proration unit comprising the SE/4 of Seciion 15 amnd the E/2 RE/4,
SW/4 NE/4, and NE/4 SE/4 of Sectiom 22, all in Township 17 South,
Range 29 East, Grayburg-Morrow Gas Pool, Eddy County, New Mexico, to
be dedicated to a well tc be drilled zt an uncrtheodox goe well laca-
tion 330 feet from the South and East lines of said Section 15.

Application of Dorchester Exploration Company for pool creation and
special pool rules, Eddy County, New Mexico. Applicant, in the above-
styled cause, seeks the creation of a new gas pool for Wolfcamp produc-
tion for its well located in Unit F of Section 35, Township 19 South,
Range 28 East, and the promulgation of special rules therefor including.
a prcvision for 320-acre spacing and standard 320-acre well locationms.

(Continued and Readvertised)

S v———— e

————

Application of Belco Petroleum Corporation for a non-standard gas
proration unit and unorthodox gas well location, Lea County, New Mexico.
Applicant, in the above-styled cause, seeks approval for a 320-acre
non-standard gas proration unit comprising the E/2 SW/4 and SE/4 of
Section 30 and the N/2 NE/4 of Section 31, all in Township 20 South,
Range 33 East, South Salt Lake Field, Lea County, New Mexico, to be
dedicated to a well to be drilled at an unorthodox location 650 feet
from the South line and 1300 feet from the East line of said Section 30.




Docket No. 31-73

DOCKET: EXAMINER HEARING - WEDNESDAY - OCTOBER 31, 1973

9 A.M. - OIL CONSERVATION COMMISSION CONFERENCE ROOM,
STATE LAND OFFICE BUILDING - SANTA FE. NEW MEXICO

The following cases will be heard before Richard L. Stamets, Examiner, or Daniel S.
Nutter, Alternate Examiner:

CASE 5076: (Continued from the October 17, 1973, Examiner Hearing)

Application of David Fasken for an unorthodox gas well location, Eddy
County, New Mexico. Applicant, in the above-styled cause, seeks
authority to drill a well at an unorthodox location 1980 feet from
the North line and 660 feet from the West line of Section 7, Township
18 South, Range 26 East, West Atoka-Morrow Gas Pool, Eddv County,

New Mexico, the N/2 of said Sectlon 7 to be dedicated to the well.

CASE 5086: Application of Skelly 0il Company for a unit agreement, Lea County,
New Mexico. Applicant, in the above-styled cause, seeks approval for
the Myers Langlie-Mattix Unit Area comprising 9924 acres, more or less,
of Federal, State, and Fee lands in Townships 23 and 24 South, Ranges
36 and 37 East, Lea County, New Mexico.

CASE 5087: Application of Skelly 0il Company for a waterflood project, Lea County,
New Mexico. Applicant, in the above-styled cause, seeks authority to
institute a waterflood project in its Myers Langlie-Mattiyx Unit Area,
Langlie-Mattix Pool, Lea County, New Mexico, by the injection of
water into the Queen formation through 84 injection wells in said
unit area.

CASE 5088: Application of Amini 0il Company for compulsory pooling, Lea County, New
Mexico. Applicant, in the above-styled cause, seeks an order pooling
all mineral iuterests from the surface of the ground down to and
including the Pennsylvanian formation underlying the S/2 of Section

1
22, Teowmchip 20 Scuth, Range 33 East, Scuth Szlt Lake-Merrow Cas Peel,

Lea County, New Mexico, to be dedicated to a well to be drilled at a
standard location in Unit N of said Section 32. Also to be considered
will be the cost of drilling and completing said well and the allocation
of such costs, as well as actual operating costs and charges for super-
vision. Also to be considered is the designation of applicant as
operator of the well and a charge for risk involved in drilling said
well.

CASE 5089: (This case will be dismissed)

Application of Coquina 0il Corporation for anm unorthodox oil well loca-
tion, Lea County, New Mexico. Applicant, in the above-styled causn,
seeks authority to drill its proposed Cities Service State Well No. 3,
at an unorthodox location 1325 feet from the South line and 660 feet
from the East line of Section 27, Township 14 South, Range 34 East,
High Plains-Pennsylvanian Pool, Lea County, New Mexico.




CASE 5090:

CASE 5091:

CASE 5092:

CASE 5093:

; .
‘ 4& 5094:
! &

. CASE 5095:

Examiner Hearing - Wednesday - October 31, 1973 Docket No., 31-73

-2-

Application of Atlantic Richfield Company for lease commingling, Lea
County, New Mexico. Applicant, in the above-styled cause, seeks an
exception to Commission Rule 309-A to permit the commingling of
unitized and non-unitized production within applicant's Seven Rivers-
Queen Unit Area, Langlie-Mattix Pool, Lea County, New Mexico.

Application of Superior 0il Company for compulsory pooling, Eddy Countyv,
New Mexico. Applicant, in the above-styled cause, seeks an order pooling
all mineral interests underlying the E/2 of Section 2, Township 18
South, Range 25 East, West Atoka-Morrow Gas Pool, Eddy County, New
Mexice, to be dedicatad to a3 well pregently beoing drilled at a point
2080 feet Irom the South line and 660 feet from the East line of said
Section 2. Also to be considered will be the cost of drilling and
completing said well and the allocation of such costs, as well as actual
operating costs and charges for supervision. Also to be considered is
the designation of applicant as operator of the well and a charge for
risk involved in drilling said well.

Application of Gulf 0il Corporation for compulsory pooling, Lea County,
New Mexico. Applicant, in the above-styled cause, seeks an order
pooling all mineral interests from the base of the Wolfcamp formation

to the base of the Morrow formation underlying the E/2 of Section 9,
Township 16 South, Range 35 East, Townsend-Morrow Gas Pool, Lea County,
New Mexico, to be dedicated to its Hulda Townsend Well No. 2 located in
Unit I of said Section 9. Also to be considered will be the present
value of said well and the cost of deepening and completing same and

the allocation of such values and costs, as well as actual operating
costs and charges for supervision. Also to be considered is the designa-
tion of applicant as operator of the well and a charge for risk involved
in deepening said well.

Application of Morris R. Antweil for compulsory pooling, Eddy County,
New Mexico. Applicant, in the above-styled cause, seeks an order
pooling all wiieral interests underlying the N/2 of Section 17, Town-
ship 22 South, Range 27 East, South Carlsbal Field, Eddy County, New
Mexico, to be dedicated to a well to be driiled at a standard ilocation
in Unit B of said Section 17. Also to be considered will be the cost

of drilling and completing said well and the allocation oi such costs,
as well as actual operating costs and charges for supervicion. Also

to be considered is the designation of applicant as operator of the well
and a charge for risk involved in driiling said well.

Application of Cities Service 01l Company for a unit agreement, Eddy
County, New Mexico. Applicant, in the zbove-styled cause, seeks approval
of the Azotea Mesa Unit Area comprising 5686 acres, more or less, of
Federal and State lands in Township 23 South, Range 24 East, Eddy County,
New Mexico.

Application of Cities Service 0il Company for a unit agreement, Eddy
County, New Mexico. Applicant, in the above-styled cause, seeks
approval of the Loafer Draw Unit Area comprising 5844 acres, more or
less, of Federal, Fee, and State lands in Township 21 Scuth, Ranges 21
and 22 East, Eddy County, New Mexico.
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3 CONTRIBUTIONS AND INTERESTS OF PARTIES UNDER AGREEMENT :

Colum 1 Column 2 Column 3 Colum 4 Colum 5 _Column 6 _ Column
Initial Test Well After
Original Interest Initial Test Well Payout and All Subsequent
Before Payout Wells in Unit Area A :
Working Interest Owners Acres Percentage Acres ~ Percentage Acres Percentage _ Acxes
Cities Service 0il Company 2,194,52 41.74559% 2,687.62 51.12571% 2,441.07 46.,43563% 217.54 4
i Allied Chemical Corporation 993.84 18.90547% 1,217.15 23.15348% 1,105.49 21.02935% 98.52
% El1 Paso Natural Gas Company ' 690.00 11.41359% 734.82 13.97819% 667.41 12.69590% 59.48
Getty Gil Company 564 .49 10.73810% ~0- -0- 282.24 5.3689%5% 25.15
Atlantic Richfield Company 400.00 7.60906% ~-0- -0- 200.00 3.80453% 17.82
Gulf 0il Corporation 320.00 6.08725% 391.90 7.455047 355.95 6.77113% 31.72
J. M. Huber Corporation -0- -0- -0- -0~ -0- -0- 148.80
Fluor Oil & Gas Corporation 104.04 1.97912% 127.42 2.423827 115.73 2.20149% 10.31
The Wiser 0il Company 40.00 .760917% 48,99 .93188% 44,50 .84651% 3.97
G. Dee Williamson __40.00 L76091% 48.99 .931887% 44 .50 .846517%
5,256,.89 100.00000% 5,256.89 100.00000% 5,256.89 100.00000%
: ;‘s Exhibit "A”
Ef: Page 2




' Colum 1 Column 2 Colum 3 Column 4 Columm 5 Column 6 Colurm 7 =~ . _Columm 8
Initial Test Well After
Original Interest Initial Test Well Payout and All Subsequent Unit Area B
Before Payout Wells in Unit Area A (Section 7)
Acres Pexcentage Acres _ Percentage Acres Percentags ' Acres Percentage
: ‘2,194.52 41.74559% 2,687.62 51.12571% 2,441.07 46.43563% 217.54 35.24171%
' 993.84 18.90547% 1,217.15 23,15348% 1,103.49 21.02935% 98.52 15.96034%
690.00 11.41359% 734 .82 13.97819% 667.41 12.69590% 59.48 9.63582%
564 .49 10.73810% -0- -0- 282.24 5.36895% 25.15 4,07433%
400.00 7.609067 -0~ -0~ 200.00 3.80453% 17.82 2.88686%
f 320.00 6.08725% 391.90 7.455047 ‘ 355.95 6.77113Z 31.72 5.138677%
; -0- -0~ -0~ -0- -0- -0- 148.80 24.10576%
104.04 1.979127% 127.42 2.423827% 115.73 2.2014%% 10,31 1.67023%
| 40,00 ,760917% 48,99 .931887% 44.50 .846517% 3.97 643147
% 40.00 .76091% 48.99 .93138% %4.50 .846517% "3.97 643147
|
5,256.89 100.G0000% 5,256.89 100,00090% 5,256,89 100.00000% 617.28 100.00000%

ERESTS OF PARTIES UNDER AGREEMENT :

Exhibit "A"
Page 2



Tract

No.

Description of Land

Number

of Acres Date of Lease Ownership

and Exp.

FXHIBIT B

Azctea Mesa Unit
T~23-S, R-24-E

Eddy

Basic Royalty

Percentage

County, New iiexico

Lessee of Record

Section 9: NE/4, NW/4
SkE/4

Section 4: Lots 1, 2,
3, 4, S/2 X/2
Section 5: Lots 1, 2,
3, 4, 8/2 X/2
Section 6: Lots 1, 2,
S/2 NE/4, SE/4
Section 8: NW/4 XW/4

Section 9: NE/4 SE/4
Section 7: SE/4 NE/4,
SE/4

Section 6: Lots 3, 4,
s, 6, 7, SE/4 \W/4,
E/2 SW/4 .

Section 7: NE/4 NE/4

Section 7: lots 3, 4,
E/2 SW/4

Section 18: Lot 1, E/2
w/2, E/2

Section 17: All

200.00

993.84

40.00

200.00

296.01

40.00

148.80

514.52

640.00

NM-0487566
12/31/73

NM-0553776
5/30/74

NM-0554199
7/31/74

NM-0556282
2/28/75

N:{-0557138
5/31/75
NM-0557140
5/31/75
NM-0558260
10/31/75

Ni{~0560246
6/30/76

NM—~0560247
6/30/76

USA

usa

USA

USA

Usa

USA

USA

USA

12.5%

12.57

12.5%

-
[\
)

L
B

12.5%

12.5%

12.5%

12.5%

12.5%

Atlantic Richfield
Company

Allied Chermical
Corporation

The Wiser 0il
Company

Atlantic Richfield
Company

Getty 0il Company

Getty 0il Company

J. M. Huber Corpo-
ration

Cities Service 911
Comypany

Citles Service 0il
Company

Exhibit B

Page 1

ORR and Percentage

David Fagerness -

Thomas Allen -

L

None The Wiser 0Oi

R. C. Paterson - 3% Atlantic Ric

Jack Grynberg and - Getty 01l Co!

Jean Burke - 5%
Gayle Hubbard - 5% Getty 0il Cor
Clara Murphy - 32 J. M. Huber

0lin Featherstone II -

$500/ac. out of 3%%
Gilbert Catanach, Frank Cities Servi
Santana, Dalio Martinez

and E. J. Floersheim - 2%
Esdras Hartley - 3z
J. M. Dunbar - 1% § Cities Servi
Victor Huggins - 27
Judith Holcomb - 2%




EXHIBIT B

Azotea Mesa Unit
T-23-8, R-24~E
Eddy County, New lMexico
Serial No.

P O

17/

2en 4
Number and Exp. BRasie Rovalty - vﬁl
vd of Acres Date of Lease Ownership Percentage Lessee c¢f Record ORR and Percentage Korklng Intere~~ 3nd fercentage
/4 200 00 NM-048756% Uss 12.5%2  Atlauntic Ricifield David Tagerness - 2%  Atlantic-Richfield Conpany 1000
' 12/31/73 Company e ~ :
2, 993.84 NM-0553776 USA 12.5%2 Allied Chemical Thomas Allen - 5%/ Allied Chemical Cecrpera- 100::
| 5/30/74 Corporation tion
2,
2,
‘4
4 . 40.00 NM-0554199 USA 12.5% The Wiser 0il None The Wiser 0il Company 1007
! 7/31/74 Company
G, 200.00 NM-0556282 USA 12.5% Atlantic Richfield R. C. Paterson - 3% Atlantic Richfield Cempany 1007
2/28/175 Company
4, 296.01 N:H{-0557138 USA 12.5% Getty 0il Company Jack Grynherg and - Getty 0il Company 100%
! 5/31/75 Jean Burke - 5%
'4 40,00 NM-0557140 USA 12.5% Getty 0il Company Gayle Hubbard - 5% Getty 0il Company 100%
} 5/31/75
}
4, 148,80 NM-0558260 USA 12.5% J. M. Huber Corpo- Clara Murphy - 3%Z J. M. Buber Corporation 1007
| i0/31/175 ration Olin Featherstone II -
’ $500/ac. out of 3%%
/2 514.52  N-0560246 usa 12.5% Cities Service 04! Gilbert Catanach, Frank Cities Service 0il Company 100X
‘ 6/30/76 Company Santana, Dalio Martinez
and E. J. Floersheim - 2%
Esdras Hartley - 3%
640.00 NM-0560247 USA 12.5% Cities Service 0il J. M. Dunbar - 1% § Cities Service 0il Company 100%
6/30/76 Company Victor Huggins - 29
Judith Holcomb -~ 27
Exhibit B
Page 1

e




Serial No.

Tract Number and Exp. Basic Povalty . .
No. Description of Land of Acres Date of Lease Ownership Percentage Lessee of Record ORR and Percentage Working Inte
10. Section 7: Lot 2 34.28 NM~-0560248 - USA 12.5%2 Getty 0il Company Kirby Petroleum Company 5% Getty 0il Ce
6/30/76
11. Section 8: S§/2, NE/4, 680.0C  N:H-2020 USA 12.5% Cities Service 0il Franklin Yoore - 15 _Cities Servi
S/2 /4, NE/L YN/4 4/30/77 Company Thomas Allen - 3 -‘.
Section 9: S/2 SE/4 K M.[/ ”ﬁ
12. Section 7: W/2 NE/4, 160.00 \NM-3276 USA 12.5% Getty 0il Company A. Landsdale -~ 5% Getty 0il Co
E/2 NW/4 9/30/77
13, Section 7: Lot 1 34,20 W-7058 USA 12.5%  Getty 0il Company Louise Safarik - 5% Getty 011 Co
7/31/78
14. Section 5: SW/4 SW/4 40.00 W1-11458 USA 12.5% G. Dee Williamson None G. Dee Willi
3/31/80
15, Section 9: W/2 320.00 XM-11798 UsA 12.5% Gulf 0il Corpora- Thomas Allen - 5%z Gulf 0il Cor
5/31/80 : tion
16. Section 5: SEf&4, N/2 280.00 XM-15288 U3A iZ2.5%  malport 041 Cor- None Dalport 0il
SW/4, SE/4 SW/4& 3/31/82 poration
17. Sectiom 4: 5/2 320.00 \M-15288-A USA 12.54 E1 Paso Natural Dalport 0il Corporation 5% E1 Paso Natu
3/31/82 Gas Company pany
18. Section 18: Lots 2, 3, 104.04  NM-18285 USA 12.5%2  Fluor 0il & Gas None Fluor Oil &
and 4 4/30/83 Corporation tiom
TOTAL FEDERAL LANDS  -5,045.69
18 Section 16: SE/4, S/2 280,00 L-4224-1 State 12.5%2 El1 Paso Natural The Wiser 0il Co, El Paso Natu
SW/4, NE/4 SW/4 2/17/80 Gas Company Compan¥y
20. Section 16: N/2, NW/4 360.00 L~7035 State 12,5% Cities Service 0il1 Nomne Cities Servi
SW/4 2/15/82 Company
TOTAL STATE LANDS 640,00
TOTAL LANDS 5,685.69
Exhibit B

Page 2




.

Serial No.

Number and Exp. Basic Rovalty
__of Acres Date of Lease Owmership Percentage Lessee of Record ORR and Percentage Working Interest and Tercentage
34,28 NM-0560248 -USA 12,52 Getty 0il Company Kirby Petroleum Companv 3% Getty 0il Company 100%
6/30/76
) 680.00 N1-2020 USA 12.,5% Cities Service 0il Franklin }oore - 1% _Cities Service 0il Cozpany 100°%
4/30/77 Company Thomas Allen - 3” “.
SR Nell AL
160.00 NM-3276 UsaA 12.5% Getty 0il Company  A. tandsdale - 5% Getty 0il Company 100%
| 9/30/77
34.20 WM-7058 USA 12.5% Getty Oil Company Louise Safarik - 5% Getty 0il Company 100%
7/31/78
; 40.00 NM-11458 USA 12.5% G. Dee Williamson None G. Dee Williamson 1005
‘ 3/31/80
? 320.00 XM-11798 USA 12,52 Gulf 0il Corpora-  Thomas Allen - 5% Gulf 0il Corporation 1007
5/31/80 iion
286.00 N\M-15288 USA 12.5% Dalport Cil Cor- None Dalport 0il Corporation 100%
3/31/82 poration
| 320.00 NM-15288-A USA 12.5% E1 Paso Natural Dalport 011 Corporation 5% El Paso Natural Gas Com~  100%
; 3/31/82 Gas Company pany
?, 104,04  NM-18285 USA 12.5% Fluor Oil & Gas None Fluor 011 & Gas Corpora- 100
| 4/30/83 Corporation ticn
. 5,045.69
2 28C.00 L-4224-~1 State 12.5%2 El Paso Natural The Wiser 0il Co. El Paso Natural Gas 100%
, 2/17780 Gas Company Company
b 360.00 L-7035 State 12.5%4 Cities Service 0il \onme Cities Service 011 Company 100Z
' 2/15/82 Company
640.00
5,685.59
Exhibit B
Page 2




BEFOREK THE

OIL CONSERVATION COMMISSION OF NEW MEXLICO

, (,:;;«':c'rg', :;‘ o ny
IN THE MATTER OF THE APPLICATION

OF CITIES SERVICE OIL COMPANY FOR o
APPROVAL OF A UNIT AGREEMENT el <L
EDDY COUNTY, NEW MEXICO S , < .
fod ~
“w I/ A\ (,{
< 5"

APPLICATION =T

COMES NOW CITIES SERVICE OIL COMPANY and applies to
the 011 Conservation Commission of New Mexico for approval
of the Azotea Mesa Unit Agreement, Eddy County, New Mexico,

and in support thereof would show the Commission:

1. Applicant proposes the formation of the Azotea
Mesa Unit as an exploratory unit. The proposed unit will

consist of 5,685.69 acres, consisting of 5,045.69 acres

")

= ~ e . e~ -~
S ana s acres or 1li.<20

or 88.74 per cent Federal

7

P
afiel

(5

¢

ver cent State of New [exico lands.
2. Lands to be included in the unit are more speci-
fically described as follows:

TOWNSHTP 22 SOUTH, RANGE 24 EAST, N.M.P.M., EDDY COUNTY

Section 4 - All
Section 5 - All
Section 6 - All
Section 7 - A1l
Seetion 8 - All
Section 9 -~ All

Section 16 - All

Section 17 - All

Section 18 - All

3. Applicant proposes an initial test well to be
drilled to a depth of approximately 10,800 feet or suffi-
cient depth to test the Morrow formation, said well to be

located 1980 feet from the South line, and 1980 feet from

the West line of Section 8, Township 23 South, Range 24 iast.




4. The proposed unit, as an exploratory unit, is ln

the interests of conservation, will prevent waste, and the

correlative rights of all owners affected will be protected.

WHEREFORE applicant requests that this application
be set for hearing before the Commission or the Commission's
duly appointed examiner, and that after notice and hearing
as required by law, the Commission enter its order approving

the Azotea Mesa Unit Agreement.

Respectfully submitted,
CITIES SERVICE OIL COMPANY

By \ W . P<ML£LML~;
KELLAHIN & FOX
P. O. Box 1769
Santa Fe, New Mexico 87501

ATTORNEYS FOR APPLICANT




BEFORE THE
OIL CONSERVATION COMMISSION OF NEW MEXICO

IN THE MATTER OF THE APPLICATION

OF CITIES SERVICE OIL COMPANY FOR -, &
APPROVAL OF A UNIT AGREEMENT GO gl

EDDY COUNTY, NEW MEXICO

APPLICATION

COMES NOW CITIES SERVICE OIL COMPANY and applies to
the 0il Conservation Commission of New Mexico for approval
of the Azotea Mesa Unit Agreement, Eddy County, New Mexico,

and in support thereof would show the Commission:

1. Applicant proposes the formation of the Azotea
Mesa Unit as an exploratory unit. The proposeﬁ univ will
consist of 5,685.69 acres, consisting of 5,045.69 acres
or 88.74 per cent Federal lands and 640 acres or 11.26
per cent State of New Mexico lands.

2. Lands to be included in the unit are more speci-
fically described as follows:

TOWNSHIP 23 SOUTH, RANGE 24 EAST, N.M.P.M., EDDY COUNTY

Section 4 -~ All
Section 5 - All
Section 6 -~ All
Section 7 - All
Section 8 -~ All
Section 9 -~ All

Section 16 - All
Section 17 ~ All
Section 18 - All
3. Applicant proposes an 1nitlal test well to be
drilled to a depth of approximately 10,800 feet or suffi- i

cient depth to test the Morrow formation, said well to be

located 1980 feet from the South line, and 1980 feet from

the West line of Section 8, Township 23 South, Range 24 East.




4, The proposed unit, as an exploratory unit, is in
thie interests of conservation, will prevent waste, and the

correlative rights of all owners affected will be protected.

WHEREFORE applicant requests that this application
be sst for hearing before the Commission or the Commission's
duly appointed examiner, and that arterinotice and hearing
as required by law, the Commission enter its order approving

the Azotea Mesa Unit Agreement.

Respect fully submitted,
. . CITIES SERVICE OIL COMPANY

By .| -
JAELLAHIN & FOX
. 0. Box 1769 -

Y Santa Fe, New Mexico 87501
ATTORNEYS FOR APPLICANT |




BEFORE THE
OIL CONSERVATION COMMISSION OF NEW MEXICO

IN THE MATTER OF THE APPLICATION (// 5™

—~ o
OF CITIES SERVICE OIL COMPANY FOR T DO

APPROVAL OF A UNIT AGREEMENT
EDDY COUNTY, NEW MEXICO

APPLICATION

COMES NOW CITIES SERVICE OIL COMPANY and applies to
the 011 Conservation Commission of New Mexico for approval

of the Azotea Mesa Unit Agreement, Eddy County, New Mexico,

‘and 1in support thereof would show the Commission:

1. Applicant proposes the formation of the Azotea

Mesa Unit as an exploratory unit. The proposed unit will

 -consist of 5,685.69 acres, consisting of 5,045.69 acres

or 88.74 per cent Federal lands and 640 acres or 11.26

per cent State of New Mexlco lands.

2. Lands to be included in the unit are more speci-

fically described as follows:

TOWNSHIP 23 SOUTH, RANGE 24 EAST, N.M.P.M., EDDY COUNTY

Section 4 - All
Section 5 - All
Section 6 ~ All
Section 7 - All
Section & ~ All
Section 9 -~ All
Section 16 - All
Section 17 - All
Section 18 -~ All

3. Applicant proposes an initial test well to be )
drilled to a depth of approximately 10,800 feet or suffi-
cient depth to test the Morrow formaticn, said well to be

located 1980 feet from the South line, and 1980 feet from

the West line of Section 8, Township 23 South, Range 24 East.




L. The proposed unit, as an exploratory unit, is in

the interests of conservation, will prevent waste, and the

correlative rights of all owners affected will be protected.

WHEREFORE applicant requests that this application
be set for hearing bzfore the Commission or the Commission's
duly appointed examiner, and that after notice and hearing
as required by law, the Commission enter its order approving
the Azptea Mesa Unit Agreement. -

Respectfully submitted,
~ CITIES SERVICE OIL COMPANY

1 - o ELLAHIN & FOX
, ! ' o o . 0. Box 1769 - _
' - . o Santa Fe, New Mexico 87501
ATTORNEYS FOR APPLICANT . -




dfx,o%clf’é |

BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
COMMISSION OF NEW MEXICO FOR
THE PURPOSE OF CONSIDERING:

CASE No. 5094

Order No. R—j/ﬁ_é_/

APPLICATION OF CITIES SERVICE OIL COMP
FOR APPROVAL OF THE AZOTEA MESA
UNIT AGREEMENT, EDDY 3 COUNTY, NEW MEXICO.

ORDER OF TEE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 o'clock a.m. on

October 31 , 19673, at Santa Fe, New Mexico, before Examiner
Richard L. Stamets .

NOW, on this day of November , 1983 , the Commission,
a quorum being present, having considered the testimony, the record,
and the recommendations of the Examiner, and being fully advised
in the premises,

FINDS:
(1) That due public notice having been given as required by
law, the Commission has jurisdiction of this canse and the subject

matter thereof.

(2) That the applicant, Cities Service 0il Company

’

sceks approval of the _ Azotea Mesa Unit Agreement
Stateﬁnd

covering 5585‘7 acres, more or less, of Federal lands
MR XK

described as follows:

EDDY  COUNTY, NEW MEXICO
TOWNSHIP 23 SOUTH , RANGE _24 EAST , NMPM

Ses Viome 'y’:rvu/ AN N /?//
50:-"00;‘73 /6 r‘réyé /r’ ﬂ//




"1

(3) That approval of the proposed unit agreement should
promote the prevention of waste and the protection of correlative
rights within the unit area.

IT IS THEREFORE ORDERED:

(1) That the Azctea Mesa Unit Agreement
is hereby approved.

(2) That the plan contained in said unit agreement for the
development and operation of the unit area is hereby approved in
principle as a proper conservation measure; provided, however,
that rotwithstanding any of the provisions contained in said unit
agreement, this approval shall not be considered as waiving or
relinquishing, in any manner, any right, duty, or obligation which
is now, or may herthter be, vested in the Commission to supervise
and control operations for the exploration and developmer.> of any
lands committed to the unit and production of o0il or gas therefrom.

(3) That the unit operator shall file with the Commission
an executed original or executed counterpart of the unit agreement
within 30 days after the effective date thereof; that in the event
of subsequent joinder by any party or expansion or contraction of
the unit area, the unit operator shall file with the Commission
within 30 days thereafter counterparts of the unit agreement

reflecting the subscription of those interests having joined or
ratified.

(4) That this order shall become effective upon the approval
of said unit agreement by the Commissi-ner of Public Lands for the
State of New Mexico and the Director of the United States Geologi-
cal Survey; that this order shall terminate ipso facto upon the
termination of said unit agresement; and that the last unit opera-
tor shall notify the Commission immedia%ely in writing of such
termination.

(5) That jurisdiction of this cause is retained for the

entry of such further orders as the Commission may deem necessary.

DONE at Santa Fe, New Mexico, on the day and year herein-
above designated.
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BEFORE THE
NEW MEXIco OI1, CONSERVATION COMMISSTION
OIl, CONSERVATION COMMISSION CONFERENCE ROOM
STATE LAND OFFICE BUILDING
SANTA FE, NEW MEXIco
Wednesday, October 3L, 1973

___~__.__,_______~.*___________‘__~.

IN THE MATTER oF.

Case No, 5094

County, New Mexico. Azotea Moo
Unit or Township 23 South, Range
24 East, Eddy County, Naw Mexico.
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L.

Would you please state briefly what your educational
background is and employment experience?

I have a BA deqgree in History and LLB from the
University of Texas Law School. I have been emploved
by Cities Service since 1967, have been located in the
Midland Office for the past three and one~half vears.
Have ycu had any previouc experience in organizing

ring and producing to writing Unit Agreements?

And have you had previous experience in Eddy County, WNew
Mexico?
Yes.

MR. KELLAHIN: e submit the witness's
qualifications.,

MR. STAMETS: The witness is qualified.
Would you please refer to what has been marked as
Applicant's Exhibit Mumber 1, your Unit Agreement, and
would you state briefly what that exhibit is?
This is the Federal Unit Agreement for the 2Azotea 'lesa
Federal Unit. This is a 1969 reprint of the proposed
form which the USGS has recommended he used for Federal
Units.
¥il) vou please refer to what has heen marked as
Applicant 's Tixhibit Tumber 2 and identify it, olease?

This is the "nerating Aqreement “Model 610 Form which has
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O

been modified for Cities Service's use as an Operating
Agreement covering the Azotea Mesa Unit area.

Would you please refer now to what has been marked as

Exhibit Number 3 and identify this, please?

Yes, thig is Exhibit A to the Unit Agreement. Thisg is

a plat of the unit area, the Azotea Mesa Unit area.

Range 24 East, being 3ections 4, 5, 6, 7, 8,9, 16, 17,
and 18. On this plat Section 16 is designated as state
land. The rest of the acreage is Federzl land,

Does vour proposed unit area contain anv fee land?

No, sir.

You have described the tracts. Now, what area of
ownership do vou have siagned up or ratified to vour
agreement?

Tract 16 is uncommitted to the unit. This is the
Dalport Oil tract in the South Half of Section 5

Tract 15, They are uncommitted. Getty 0il Company
which owns Tracts 5, 10, 12, and 13 have agreed by their
local office to farm out to the unit. lHowever, they are
still seekinqg final management approval, actual
percentage fiqures on this,

What are the percentadge figures for Dalport 0il?

Dalport owns 4.9,

And Getty n11?
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Getty owns 9.9,

Are there any other participants that have not ratified
the agreement?

They have not ratified in writing, however, all of the
other participants have agreed orally toc the agreement.
Hawve you obtained the minimum approval of the USGS for
this particular unit?

Yes, 8ir, by letter of September 18, 1973 the USGS did
preliminarily approve this agreement.

And for this unit what is the unitized formation?

The Morrcw formation.

In your Operating Agreement now that has been identified
as Exhibit 2, would you please indicate €for me who has
been designated as operator of the unit?

Cities Service 0il Company.

If you will refer to what has been marked as Applicant's
Exhibit Number 4, please describe what this exhibit
containg?

Exhibit B to the Unit Agreement lists all of the tracts,
all of the acreage to be considered to the unit area.

It lists the number of acres in each tract, the gerial
number Aand date of exniration, the rovalty ownership,
the vercent of rovalty, the leases of record, and the

overriding royalty owners and their percent thereof

and the working interest and their percent,
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And it indicates the participation percentage, does it
not?

No, sir, not on Exhibit B I don't believe.

That is the next exhibit. I'm sorry. On your Exhibit
B now, are there any additions or corrections to this
exhibit?

Yes, sir, there are several corrections which we have
made which are not contained.

Let's refer to those corrections if you would, please.
Okay, sir. On vour FEvhibit B, the section on Tract
Number 2, Thomas Allen, éhould be shown as having an
overriding royalty of five percent there,.

Five percent?

Yes. On Tract Number 9 the overriding royalty owners

are J. M. Dunbar one percent, Victor Huggins two

percent, Judith Holcolm two percent.

MR. STAMETS: Now, you are referring to the Exhibit

B that is in the Unit Agreement, not Exhibit B which 1is
your Exhibit 47

Exhibit 4 is the corrected attachment to the Uanit
Agreement?

Right. Also on Tract 1! we have had a sale of that
override. On Tract 11, S. R. Hall owns three-quarters

of a percent. 7Thomas Allen now owns three and one-

quarter percent,
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MR. STAMETS: S. R. Hall owns how much?
Three-quarters of one percent.

MR. STAMETS: And Thomas Allen owns three and one-
quarter.
Are there any cther additions or corrections?
Yes, sir. On Tract Number 19 the cverridinrg rovalty
owner is the Weiser 0il Company, five percent.
Are those all the corrections on your Exhibit B?
Yes, sir.
Wonld vou now, pnlease, refer to what nhas been marksd
as Applicant's Exhibit Number S anéd identify that for
us, please?
Yes, sir. This ig Page 2 of Exhibit A to the Azotea
Mesa Operating Agreement, Page 2 of this agreement
showing the consideration and interest of the wvart
under the agreement. It sets out the formula for which
the working interest owners will bhear the gost and also
receive the revenue from the wells drilled on this unit.
Are there any additions or corrections to that exhibit?
No, sir, I believe this exhibit is correct as oresented.
Wlould you please state briefly for me what will be the
pattern of develooment or where will vou locate your
first proposed well?
The initial test well will be located in Section 8 on

Tract Murbher 11.
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Just a moment.
Section 8, Tract Number 1l. The location as listed in
the Unit Agreement was 1,990 from the West line and
1,980 from the south line. That has been changed
slightly and it will now be located 2,280 from the West
line, 1,780 from the South line. That is still a legal
location.

MR. STAMETS: 1,780 and 2,280?
Yes, sir.
Have these additions and corractions to the Operating
Agreement and the Unit Agreement been agreed to by all
the participants?
The location has been agreed to. The changes in the
overriding royalty owners are just a matter of record.
in your opinion will the approval of this application
result in the prevention of waste and the protection of
relative rights?
Yesg, sir.

MR. KELLAHIN: Phe Bxaminer, please, we move the
introduction of avplicant’s rxhibits 1 through 5.

MR. STAMETS: Without objection, these exhibits
will be admitted into evidence.

(Whereunon, Fyhibits 1 through 5 were offered and

admitted.)

MR, KELLAHTN: That concludes our examination.
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MR. STAMETS: MAre there any questicns of Mr.
Crawford? If not, he may be excused. Do you have
anything further to offer in this case?

MR. KELLAHIN: No.

MR. STAMETS: Take the case under advisement.

(Whereupon, the case was concluded.)

* % kX & &

I, PEGGY COLLAROS, a Court Reporter, in and for
the County of Bernalillo, State of New Mexico, do hereby
certify that the foregoing and attached Transcript of
Hear he fore the New Mexico 0il Conservation Commission
was reported by me; and that the same is a true and correct

record of the said proceedings to the best of my knowledge,

skill and ability.
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i BEFORE THE
NEW MEXICO OIL CONSERVATION COMMISSION
OIL CONSERVATION COMMISSION CONFERENCE ROOM
STATE LAND OFFICE BUILDING
SANTA FE, NEW MEXICO
Wedneaday, Octobar 31. 1873

IN THE MATTER OF:

Application of Cities Service 0il
Company for a unit agreement, Eddy
County, New Mexico. Azotea Mesa
Unit cf Township 23 South, Range
24 East¢, Eddy County, New Mexico.

Case No. 5094

VP Vgl Nkl Wl P P P asP P

BEFORE : RICHARD L. STAMETS,
Examiner

TRANSCRIPT OF EXAMINER HEARING
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MR, STAMETS: Back on the record. We will call
Number 5094.

MR. DERRYBERRY: Application of Cities Service 0il
Company for a Unit Agreement, Eddy County, New Mexico.

MR, STAMETS: Call for appearances.

MR. KELLAHIN: Tom Kellahin of Kellahin and Fex,
Santa Fe, New Mexico appearing on behalf of the Applicant
Cities Service 0il Company and I have one witness to be
sworn.

MR. STAMETS: Any other appearances in this case?

{(No response.)

MR, STAMETS: Witness, stand and be sworn, please.

ROBERT CRAWFORD,

a witness, having been first duly sworn according to law,

DIRECT EXAMINATION

BY MR, KELLAHIN:

Q Would you please state y»sur name, by whom you are
employed, and in what capacity?

A Robert Crawford., I am employed by Cities Service 0il
Company, capacity of land man.

Q Have you previously testified before this Commission
and had your qualifications accepted aa a mstter of
record?

No, sir.
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Would you please state briefly what your educational
background is and employment experience?

I have a BA degree in History and LLB  from the
University of Texas Law School. I have been employed
by Cities Service since 1967, have hasn located in the
Midland Office for ths past thrss aind one~half years.
Have you had any previous experience in organizing

and preparing and preoducing to writing Unit Agreements?
Yes, sir.

And have you had previsuvs gxperience in Eddy County, New

MR. KELLAHIN: We submit the witnese’'s
gualifications,

Mi., STAMETS: The witness is qualified.
Yould vou please refer to what has bean marked as

Applicant's Exhibit Number 1, your Unit Agreement, and

 would you state briefly what that exhibit is?

This is tha Federal Unit Agreement for the Azotea Mesa
Federal Unit., This i3 a 1969 reprint of the propcsed
form which the USGS has reccmmended be used for Federal
Units,

Will you please raefer to what has been marked as
Appilicantis Exhibit Numbeyr 2 and identify it, pleasey

This is the Operating Agreement Model $10 Foym which has
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been modified for Cities Service's use as an Operating

Acreement covering the Azotea Mesa Unit area.
Would you please refer now to what has been marked as

Exhibit Number 3 and identify this, please?

Yes, this is Exhibit A to the Unit Agreement. This is

a plat of the unit area, the Azotea Mesa Unit area.

This encompasses nine sections in Township 23 South,

Range 24 East, being Sections 4, 5, 6, 7, 8,9, 16, 17,

and 18, On this plat Section 16 is designated as state

land. The rest of the acreage is Federal land.
Does your proposed unit area contain any fee land?
No, sir.

You have described the tracts. Now, what area of

ownershin do von have eigned up or r
agreement?

Tract 16 is uncommitted to the unit. This is the
Dalport Oil tract in the South Half of Section 5

Tract 16, They are uncommitted. Getty Oil Cempany

which owns Tracts 5, 10, 12, and 13 have agreed by their

local office tc farm out to the unit., However, they are

still seeking final management approval, actual
percentage figures on this,

wWhat are the percentage figures for Dalport 0il?
Dalport owinge 4.9.

And Getty 0117
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Getty owns 9.9.

Are there any other participants that have not ratifiead
the agreement?

They have not ratified in writing, however, all of the
other participants have agreed orally to the agreement.
Have you obtained the minimum approval of the USGS for
this particular unit?

Yes, sir, by letter of September 18, 1973 the USGS did
preiiminariiy approve this agreement.

And for this unit what is the unitized formation?

The Morrow formation,

In your Operating Agreement now that has been identifled
ag Exhibit 2, would you piease indicate for me who has
been designated as operator of tha unit?

Cities Servi:e 0il Company.

If you will refer to what has been marked as Applicant’s
Exhibit Number 4, please desciibe what this exhibit
contains?

Exhibit B to the Unit Agreement lists all of the tracts,
all of the acreage to be considered to ths unit area.

It lists the number of acres in each tract, the serial
number and date of expiration, the rovalty ownership,
the percent of royalty, the leases of record, and the

overriding royalty owners and their percent gherenf

and the working interest and their percent.
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That is the next exhibit. I'm serry. On vour Exhibit
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exhibit?
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Mumber 2, Thomas Allen, should be shown a3 having an
overriding rovalty of five percont there.
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MK. STAMETS: S. R. Hall owns how much?
Three-quarters of one percent.

MR. STAMETS: And Thomas Allen owns three and one-
quarter.
Are there any other additions or corrections?
Yes, sir. On Tract Number 19 the overriding royalty
owner is the Weiser Cil Company, five percent.
Are those all the qorrections on your Exhibit B?
Yes, sir.
Would you now, please, refer to what has been marked
as Applicant’'s Exhibit Number 5 and identify that for
us, please?
Yes, sir. This is Page 2 of Exhibit A to the Azotea
Mesa Operating Agreement, Page 2 of this agreement
showing the congideration and interest of the part
under the agreement. It sets out the formula for which
the working interest owners will bear the cost and also
receive the revenue from the wells drilled on this unit.
Are there any additions or corrections to that exhibit?
No, sir, I believe this exhibit is correct as presented,
Would you please state briefly for me what wili be the
pattern of develovmant or where will vou locate your
first proposed well?
The initial test well will be located in Saction = o=

Tract Numbhayr 11,
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Section 8, Tract Number 1l. The location as listed in
the Unit Agreement was 1,990 from the West line and
1,980 from the South line. That has been changed
slightly and it will now be located 2,280 from the West
line, 1,780 from the South line. That is still a legal
location.

MR. STAMEYTS: 1,/80 ana 22,2807
Yes, sir.
Have these additions and correctioqs to the Operating
Agreement and the Unit Agreement bean agreesd to by all
the participants?
The location has been agreed to. The changes in the
overriding royalty owners are just a matter of record.
In your opinion will the approval of this appiication
result in the prevention of waste ana the protection of
relative »ights?
Yes, sir,

MR. RELLAHIN: The Examiner, please, we move the
introducticn of Applicant's Exhibits 1 through 5,

MR, STAMETS: Without objection, these exhibits
will be admitted into evidence.

(Whereupon, Fxhibits 1 through 5 were offered and

admitted.)

MR, KELLAHIN: That concludes our exaqiination.
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M¥R. STAMETS: Ars thsre

Crawford? If not, he may be

anything further to offer in
MR. KELLAHIN: No,

MR. STAMETS:

excused., Do you have

this case?

Take the case under advisement.

(Whereupon, the case was concluded.)
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I, PEGGY COLLAROS, a Court Reporter, in and for

the County of Bernalillo, State of New Mexico, do hereby

certify that the foregeing and attached Transcript of

Hearing before the New Mexico 0il Conservation Commission

was reported by me; and that the same is a trva and correct

record of the said proceedings to the best of my knowledge,

skill and ability.
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P Unit Name AZOTEA MESA UNIT (EXPLORATORY)
SRR Operator Cities Service Oil Company
i County Eddy County
| | o
DATE OCC CASE NOo. 5094 EFFECTIV TOTAL
APPROVED OCC ORDER NO, R-4661 DATE ACREAGE STATE FEDERAL INDIAN-FEE
Commissioner November 16, 1973 12-20-73 5,685.69 640,00 5,045.69 ~0-
12-18-73 :
UNIT AREA
TOWNSHIP 23 South, Range 24 East, NMPM
Sections & through 9: - All ’ : .
Sections 16 through 18: All : o . - /‘O




Unit Name  AZOTEA MESA UNIT (EXPLORATORY) @C C/
Operator Cities Service 0il Company
County Eddy County
OCC CASE [0, 509 EFFECTIVE TOTAT, SEGREGATION
OCC_ORDER NO. R-4661 DATE ACREAGE STATE FEDERAL INDIAN-FEE CLAUSE TERM
November 16, 1973 12-20-73 . 5,685.69 640,00 5,045.69 -0- Yes 5 yrs.
e 24 East, NMPM
| All L
8: All - :,:\//
) S Y
- - -',.‘\ .
TGN oY
F _/"ﬁ"»il"; A,o
oS ’
s
‘ M
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Unit Name

Azotea Mesa Unit (Exploratory)

Operator Cities Service 0il Company _
County Eddy
STATE LEASE  INSTI- RATIFIED ACREAGE
TRACT NO. NO. TUTION SEC., TWP, RGE, SUBSECTION DATE ACRES NOT
RATIFIED
19 L-4224-1  C.S. 16 235 24E SE/4, S/2SW/4, NEJ4SW/4 11-9-73 280,00 El Pasc
20 L-7035 C.S. 16 235 24E N/2, NW/4SW/4 11-16-73 360.00 Cities
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Unit Name

Azotea Mesa Unit (Exploratory)

Operator Cities Service 0il Company
County Eddy
ST1- RATIFIED ACREAGE
TION SEC. TWP. RGE, SUBSECTION DATE ACRES NOT
RATIFIED LESSEE
LS. 16 238 24E SE/4, S/2SW/4, NE/4SW/4 11-9-73 280.00 El Paso Natural Gas Co.
LS. 16 238 24E N/2, Wi/4SW/4 11-16-73 360,00 Cities Service 01l Co.




