CASE 2939; Application of TEXACO
; for approval of the SQUARE LAKE 31
UNIT 2-REEMENT, Eddy County, N.Mex.
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EDDY COUNTY, NEW MEXICO
Stese of New MeXlco
011 Conservation Commission

P. 0. Box 2088 A;;j e AR
Santa Fe, New Mexico 87501 L ///'ﬂﬁ,;
- 'd .'-'f

ion: Mr. A. L. Porter, Jr.
Gentlemen:
The 0il Conservation Commission approved, on Necember 6,

1963, Texaco's Unit Agreement for the subject unit by Crder No.

R-2608 and Texaco's application for a waterflood project in this
unit by Order No. R-P6090.

This letter is to advise you that the Square Lake "31"
Unit will be terminated effective January 1, 1971.

Texaco Inc, will continue operating the following wells
which were originally owned by Texaco:

A. N, Etz-Federal NCT-1
Well No. 1 - Unit L, Section 31-T16S-R30E(TA*
211 No., 2 - Unit M, Section 31-T16S-R30E(TA*

A, N, Etz-Federal NCT-2
Well No. 3 - Unit G, Section 31-T1i6S-R3I0E(Prod*)

Well No. 4 - Unit H, Section 31-T16S-R30E({SWDW¥)
*Current Well Status

All other wells in this unit will be plugged and aban-
doned and the leases will revert to the original owners,

Yours very truly,

Darrell Smith
Division Maneager

By/
T 7. tallmig e
Assistant Divisior~¥Mahager

CHF/vr

ce: USGS - Roswell
NMOCC - Hobbs
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| PRODUCING Derars MENT ~ T .3 TEXACO I1NG,

I UNITED STATES : Y . O. BOX 3109

; MIDLAND DIVISION . L= MIDLANKD, TEXAS 70701

\ .

December 18, 1970

177157 - Square Lake 31 Unit
Eddy County, New Mexico

0il Conservation Commission
SraTte 4L N&W riexico

P. 0. Box 2088
Santa Fe, New Mexico

Gentlemen:

We enclose for your records, copy of letter dated December 10, 1970,
from the United States Department of the Interior, Bureau of Land Management,
advising of the termination of the Square Lake 31 Unit, Eddy County, New Mexico
effective January 1, 1971, and further advising as to the term of the leases

affected.
Yours very truly,
; E. H. Watkins
i Division Landman
! i
| A Soesd.
By L/(Z: rd W’-
W. R. Dowdy y
WRD: er
enclosure
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Umted States Department of the Interio

BUREAU OF LAND MANAGEMENT Nﬂ 04393 et al.
DIVISION OF LANDS & MINERALS 01l & Gas
PROGRAM MANAGEMENT & LAND OFFICE 4.70a
P. 0. Box 1449 A ,//Z;
Santa Fe, New Mexico 87501 o
. CF 1T
December 10, 1970 /
DECISION
Lessees: (See below) : 0il1 and Gas i

. t
.

Leases Extended ]

. The Square Lake 31 Unit Agreement No. 14-08-0001-85¢

-a vva -1 v(:cn uc;uu.uuhcu
effective January 1, 1971. 1In accordance with the regulations Title 43
CFR Subpart 3107.5, the following o0il and gas leases shall continue in
effect for their original term or for two vears after tormin-ticg

or the unit agreement, whichever is the longer and so long thereafter as
oll or gas 13 produced in paying quantities:

et i, Lttt

Serial No. Leage Date Lessee
NM 04393 April 1, 1951 Depco, Inc.
NM 04712 December 1, 1951 John H. Trigg

M 08529 April 1, 1953 Texaco Inc.

/Pred E. Pnd*llln

Branch of 0il and Gas
Distribution

Regiong)l 0il & Gas Supvr. (6)
USGS, Rcaswell, NM
Acccunta
Docket -~ Rsy =
Branch of Gil and Gas .
Square Lake 31 Unit (3)
Unit Operator - Texaco Inc.
: P, O. Box 3109
Midland, TX :79701
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DEARNLEY-MEIER REPORTING Sk

ALBUQUEROUE, N, ™.

SANYA X, N, M.
PHONE 983.397¢

FARMIINGTON, W, W,

PHONE 32%.71182

PHONE 243.0691

BEFORE THE

NEW MEXICO OXL CONSERVATION COMMISSION

Santa Pe, New Mexico
November 20, 1963

EXAMINER HEARING

- - - W SN en B W W @ W A Wb E W W e W W W W V= = -
IN THE MATTER OP:

Application of Texaco, Inc. for a unit

agreement, Eddy County, New Mexico.
K.

=

Application of Texaco, Inc., for a waterflo

ﬂ\‘r‘\"‘lﬁf\%_ Eddv CToiiint v
Droi=ci., Y CounLy

. Now Meyico.

BEFORE: DANIEL S. NUTTER, EXAMINER

TRANSCRIPT OF HEARING

st Mt et N et Vit Nt BJ\JVVV\-IV
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PAGE 2

Phone 243-6091

Albuguerque, New Mexico

BEFORE THE
NEW MEXICO OIL CONSERVATION COMMISGSION
Santa Fe, New Mexico
Novembey 20, 1963

EXAMINER HEARING

IN THE MATTER OF:

Application of Texaco, Inc. for a unit
agreement, Eddy County, New Mexico;

&
Application of Texaco, Inc. for a water-
flood project, Eddy County, New Mexico.

CASE NO. _293° &
.
2240

h S e’ et e et Nt e '

BEFORE: DANIEL S. NUPTTER, EXAMINER

TRANSCRIPT OF BEARING

MR. NUTTER: Tke heaxring will come o oxrder, please.
We will call first Case 2939 and Case 2940.

MR. DURRETT: Application of Texaco, Inc. for a unit
agreement, Eddy County, New Mexico, and application of Texaco, Inc.
for a waterflood project, Eddy County, New Mexico.

MR. WHITE: Charles White of Santa Fe, New Mexico,
app=aring on behalf of the applicant. We have one witness to be

sworn.
{Witness sworn)

MR. WHITE: 1f the Examiner please, for the sake of the
hearing and saving of time, we would like to move that Cases 2939

and 2940 be consolidated for the purposes of the hearing.

@
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DEARNLEY, MEIER, WILKINS and CROWNOVER

General Court Reporting Service

Phone 243-0601

Albuquerque, New Mexico

Building

(‘h
armms

Suite 1120

Q Are you familiar with the applications in Cases 2939 and
29407

a Yes, sir, I am.

9 ¥Will you briefly state what Texaco is seeking by the
applications?

A As initial unit operator, Texaco seeks approval of the
Sguare Lake 31 Unit Agreement, seeks approval to initiate another
flood activity in the proposed unit; third, approval to convert six
wells to water injection.

L Q ill vyou refer to what hasheen marked Exhibit One, and

PAGE 3

MR. NUTTER: Cases 3¢ and 40 will be consolidated for

hearing purposes.

D. 11, WILLIAMS,
called as a witness herein, having been first duly svérn, was
examined and testified as follows:

DIRECT EXAMINATION

BY MR. WHITE:

Q Mr. wWilliams, will you state your name, full name, for

the record?

A Don M. Williams.
0] And by whom and in what capacity are you employed?
A Employed by Texaco, Inc., District Petroleum Engineer in

Hobbs, New Mexico.

®

.
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ER, WILKINS and CROWNOVER

General Court Reporting Service

Suite 1120 Simms Building

DEARNLEY, M1}

Phone 243-6601

Albuguerque, New Mexico

PAGE 4

explain the exhibat, plcase?

A Exhibit One is a plat which shows the proposed unit a;. ...
¢nd the immediate area surrounding the unit. The unit is outlined
by a hash line and contains some 480 acres more or less, consisting
of the Southeast Quartexr, the Scuth Half of the Northeast Quartern
the Southwest Quarter ana iLhe BEast Half of the Northwest Quarter ofi

Section 31, Township 16 South, Range 30 East, Eddy County, New

Mexico.
G All right.
A The plat alsc shows the names of the current operators

of tracts within the unit, and it shows ofiset leases and operatorﬁ

) Does the plat show the producing wells within the unit,
the proposed injection wells?

A Yes, sir, it does. It shows 11 producing wells, which
are completed, an average depth of approximately 3700. The six
wells which are proposed for conversion to water injection are
indicated on iLhe plat by diagonal arrows and are further indicated

by red circles around the wells.

Q Is the unit a portion of Square Lake ~rayburg-San Andres
Pool?

A2 Yes, it is.

Q wWould the proposed pattern be the normal five-spot, and

if so, wouldyou give the location of the injection wells?

A Yes, sir. Conversion of the six indicated wells to watex

Linjection will provide five-spot injection pattern. Locations of

J

®
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DEARNLEY, MEIER, WILKINS and CROWNOVER

PAGE 5

P’zone 243-{’ 1691

Albuquerque, New Mexico

these proposed in 35 are as folfows: One in the South-
east of the Southeast; one in the Northwest of the Southeast; third
in the Southeast of the Northeast; fourth in the Southeast of the
Southwest; another in the Northwest of the Southwesi: and the 6th
well in the Southeast of the Naorthusst Guarvier, ail in Section 31.
Q Now, will you refer to Exhibit Number Two. Exhibit Numbd
Two is what?

A Exhibit Number Two is a copy of the unit agreement, or the

development and operation of the Square Lake 31 Unit area.

Q Is this a standard unit agreement?

A Yes, sir, it is.

Q Usual API form?

A Yes, sir.

Q Has the USGS tentatively approved the unit agreement?
A Yes. USGS Roswell office Lias indicated tentative

approval of the unit agreement, and at the present time, the unit
agreement is in the USGS office in Washington DC for approvai.

Q Does the unit agreement embrace all Federal lands?

A Yes. All c.. (1€ area within the proposed unit boundary
is Federal .and and the owner of the basic royalty on all tracts
is cne United States.

Q What percent of overriding royalty interest owners have

signed up?

2 211 cof the overriding royalty interest and all of the

working interests have signed the agreement.

&
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PAGE ©
Q Then, you will have one hundred percent participation? |
A Yes, sir. With the signature of the USGS, we will have
100 percent participation,
Q Now, will you refer to what has been marked Exhibit
Three, and give the history of the production?
A Exhibit Three 1is a graph showing production performance

curves for the area, comprising the Square Lake 31 Unit.

Specifically shown on this qraph are curives SLCWAIng numba

FEE 445815

nf walle
c wellgs

, menthly cil preduction, monthly water production, gas-

b

0il ratio, and accumulative o©il production. All of these curves
covering by months the time interval from May, 1258, which was

the month in which first production was cbtained in the unit area,
through August of 1963.

Q Dhoes this exhibit show these wells are producing in the
stripper stage?

2 Yes. The curves show that peak oil production was
obtained in April, 1959, when production from the 11 wells in the
unit area was approximately 11,400 barrels of oil per month, and
that production has declined tc monthly pfoduction of approximately]
500 barrels of oil per month. From all of the wells in the unit
area, that is. Currently, then, this is an average of less than
two barrels of oil pcr well per day,

o) Will you now refer to and explain Exhibit Four?

A Exhibit Four is a plat showing the unit area outlined in

It

vellow, the proposed injection wells circled in red, and all wells

®
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PAGE 7

in the unit area and within one mile in each direction from the
unit area.

0] Does it alsoc show the water injection wells in the Square
Lake Salsich wWaterrlood?

A Yes, sir. This plat shows circled in green existing
water injection wells in Section 36, adjacent to the unit area to
the west. These are existing in the Square Lake Salsich Waterflood.

Q This proposed waterflood project is being conducted
with the cooperation of the operators of the Salsich Waterflood?

A Yes, sir. Preliminary arrangements have been made and
agreement obtained to cooperatively waterflood along the common
line between the proposed Square Lake 31 Unit and the Salsich
property to the west. It is planned to accomplish this cooperative
injection by conversion of wells circled in red in Section 36. The
injection pattern will mesh and will be continuous on the
cooperating tracts.

Q What comments do you care to make in regard to the wells
cireied in red +o the Sonth oFf the unit?

A Operators of the properties offsetting the proposed
Square Lake 31 Unit to the South are currently completing negotiat-
ions to develop a uniltized or & ccoperative waterflood program on
their lease, which will enable cooperative injection with the
pattern shown by wells circled in red.

Q Do you have any completion data on ybur injection wells?

A Yes, sir. These data are shown on Exhibit Five.

®
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[$] V1l you explain ixhibil Five, please?
A rszhiibit Five is o tabulation of data on the following
propesed injection wells identified by current operator and lease.

L. C. Holder, et al Decal Federal Number One; A. C. Holder,et al

Decal Federal Number Three; John H. Trigg Federal Well Nuvmber Two--31;

John H. Trigg Federal Well Number Three-3l; Texaco, Inc. et al
Federal Well Number One, and Texaco, Inc. et al Federal NCT2 Well
Number Four. For each of these wells, is shown total depth,

completinn interval

oMY size and depth set for all casing strings

and number of sax of cement used on all casing strings.

Q How do you intend to inject the water?

A Injection will be down tubing; each injection well will
be equipped for water injection by installing 2 3/8ths OD tubing
and a packer with the packer to be set immedictely akeve the top

of the casing perxforation. The tubing casing annulus in each
g P g g

inijaction well will be filled with fluid containing a corosion

C

inhibitor. Also, the inside of the injection tubing will be plasti
coated to prevent corosiocn.,

0 In your opinion, will there be any communication with
any other zones or formaticns?

A In my opinion, the injection wells will be so equipped
as to eliminate communication of injecticn- - of injected water
to any other =zones.

o) What will be your source of supply for water?

A It is planned to obtain water for injection by purchasing

Y

®




DEARNLEY, MEIER, WILKINS and CROWNOVER

General Court Reporting Service

Suite 1120 Simms Building

PAGE ©

Phone 243-6091

Albuquerque, New Mexico

water from Caprock Water Company, a cormercial water cowmpany.

') will that be fresh water?

E This water is brackish water produced From shallow wells|
Q vhat 1s your planned rate of injoection?

A It is planned to initially inject 300 barrels of water

pexr day per injection well, or a total of 1800 barrels of watev

pexr day for the six total injection wells in the unit area. Initid

d to exceed 1000 wnoundg ner

square inch, but equipment will be designed to hardle injection

at a maximuin pressure of 2200 pound per sguare inch, if needed.
o) Vhat do you estimate your secondary recovery to be?

A It is c¢stimated that total o0il recovered from water flood

ing will equal the total amount of o0il produced by primary recovery

G ¥Will you now refer to Exhibit Six, and explain that,
please?
A Exhibit Six consists of five separate radio activity

lcgs, one each on five of the six proposed injection wells. Those
wells logged are the Texaco-Etz Federal NCT1 well Number One; the
Texaco-Etz Federal NCT2 Well Number Four; the John H. Trigg Federal
E Well Number 2-31; the A. C. Holder, et al, Decal Federal Well
Nunber One, and the A. C. Holder, et al, Decal Federxal Number Three

Q You have no log for the Trigg Number Three?

A No, sir.{ A log was not run and therefore, not available
on the John H. Trigg Federal E Number 3-31. On each of the logs

in each - - Exhibit Five, a completion interval is marked in red.

1
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PAGE 1O

0 Do these Cxniblts truéiiwéHﬁmﬁorrectiy“ ~ Are these
exhibitcs true and correct to the best ofyour knowledge and belief?
A Yes, sir, they arc.
0O At this time we offer the exhibits.
MR. NUTTER: Texaco's Exhibits One through Six will be
adnitted in evidence.
MR. WHITE: That concludes our testimony on direct.
MR. NUTTER: Are there any questions of this witness?
MR. IRBY: Would you tell me the location of the watex
source well?
A Mr. Irby, I do not have the exact location of this water

source well. Pardon me. I have some information that identifies

the well by name, if I can locate it here. Just one nminute, please

It is my understanding that the Caprock Water source well that
would supply water to this project is known as their Watson Watex

Supply iell, in Section Two. Now, I don't have the township or

range. I understand that thisg ic located some distance west of the

unit arca, and T helieve it is the same sourcce that is currently
supplying the Salsich watexrflood to the west of the proposed unit.
MR. IRBY: Can you give m2 an approximate distance now

far west of the unit area?

a It is being delivered to the Salsich properties,that woulld

be approximately one mile west of this unic area. I assume that
line will be extended to this proposed unit.

MR. IRBY: Well, can vyou get that and mail it to me?

®©
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I\ Yes, sir, I certainly can.
MR. IRBY: And will?
A That will be the exact location of the water source well,
or wells?
MR. IRBY: Yes.

A Yes, sir. We will mail that to you.

.

MKk. IRBY: Thank you. That is all I have, HMr. Nutter.

MR. NUTTER: Mr. Williams, I notice in the unit agree-
ment on Page Two, that the area is described as being Lots Two
and Three in the East Half of the West Half and all of the East
Half of the Section 31, being 553 acres, yet the plat and the
application is for 480 acres, leaving out the Featherstone Eight,
North Half of the Northeast. Is that in the unit or not?

A No, sir, it is not in the unit. The area shown in
Exhibit A of the unit agreement and in Exhibit B of the unit
agreement describes correctly the area within the unit boundary.

MR. NUTTER: Well, will the unit agreement then be
amended here in Section Two, Paragraph A, where it is incorrectly
described?

A I was not aware of this discrepancy here. I presume,
Mr. Examiner, that if it is re-uired to obtain approval of all
parties, it would be amendced.

MR. NUTTER: It would appear that that portion of it is

incorrect, if Exhibits A & B are correct.

A Yes, sir. It would appear that there is a discrepancy

=

) (o
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here in the written portion in Scction Two, and the Exhibits A & BJ

T am sure that the area showi in Exhibits A & B do properly descrile

i the unit.
/
. MR. NUTTER: Another thing I was wondering about, Mr.
Ty
é% Williams, on Decal Wells, it appears that both of those injecticen
“ S
|44 :2 vwells have three zones of perforations, and the other wells have
— N
" gg g only one. WWill you inject into all three of those zones on the
-
- Eg Q| Decal wells?
< o a Yes, sir. we intend to inject into all zones open in the
e ] D .U
&
.g 2 :gwell.
2
. b
" “ }? ] ‘s MR. NUTTER: How many wells, of the prcducing wells,
L ? z
- EE $ g produce from these extra two sets of perforations that the Decal
KR F
ti ﬁ Y|wells have?
sd U‘
3 3 .
t Ei g = A I don't have the exact completion data on all of the
S~ w
=S [+
E producing wells. I believe that a number of the producing wells
, k: .

have those intervals open, but I am not cexrtain as to exact number.

’

Y, MEIER

MR. NUTTER: Then, you estimate -hat your secondary

r
-
f

recovery will ke approximately equal to the primary?
A Yes, sir, we do,.
MR. NUTTER: Total primary for the area is about 150,000

barrels?

Suite 1120 Simms Building

e A That is approximately correct, yes, sir.
MR. NUTTER: Are there i -y other cuestions? ¥You may be

excused. Do you hove anything further in thiswse, Mr. White?

MR WHITE. That concludes our testimonv.

L. L L
DEARNLI
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MR. NUDTER: Does anyone have anytiing theoey wish to offe

~

Toke the cagses under advisconent .

 k % Kk %

STATE OF Nkl MuBXICQO

> =

COUNTY OF BERNALIILO

I, ROY D. WILKINS, Notary Public in and for the County of
Bernalillo, State of New Mexico, do hoxchy cortify that the fore-

Lo

[

going and attached Transcript of Hearir

031l Conservation Commission was reported by me, and that the same

1s a true and correct record of the said proceedings, to the

~ o~
&5¢C

Q

of my knowledge, skill, and ability.

WITNESS nmy Hand and Seal of Office, this 23rd day of

/éQ&NMJz ——,

NOT Y PUBLIC

December, 1663.

My Commission Expixes: 1 do hereby certify that the feregoling 23

a complete record of the procos. ,.v_-‘; ."2
the Examiner hesring of Cisy: o. £ 7. 737 .&&FFY
heard by e on.... AR e - L iy &3

September 6, 1967.

Braminer

Lt
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NEW MEXICO OIL CONSERVATION COMMISSION

EXAMINER HEARING

SANTA FE . NEW MEXXICO
REGISTER
HEARING DATE NOVEMBER 20, 1963 TIME: 9 aM,
NAME : j1  REPRESENTING : _ LOCATION:
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NEW MEXICO OIL CONSERVATION COMMISSION

EXAMINER HEARING

SANTA FE . NEW MEXICO
REGISTER
HEARING DATR NOVEMBER Z{}, 1963 TIME: 9 A.M.
NAME: A REFRESENTING: T _ LOCATION:
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Hovember 21, 1963

SQUARE LAKE 31 UNIT ;
Eddy County, New Mexico 1

D

New Mexico 2il Conservation Commiesinn 4 L(:
Te Us BOX B71 ’
Santa Fe, New Mexico

Attention: Mr. Daniel S, Nutter
Dear Mr. Nutter:

We wish to submit the following informétiOif:oncggping
a point that was brought out during the hearing of Cases No. 2939 2na
2940 on Novomber 20, 1963. Specifically, this involved the difference
in the description of the "Unit Area" as shown in Paragraph (a),
Section 2 on Page 2 and the description as shown on Exhibit "A" and
Exhibit "B", all parts of the UNIT AGRELCMENT FOR THE DEVELOPMENT AND
OFERATION OF THE SQUARE LAKE 31 UNIT AREA, COUNTY OF EDDY, STATE OF
NEW MEXICO, this Agrecement having been submitted as Applicant's hear-~
ing Exhibit No, 2, Please be advised that the description as shown
in Paragraph (a), Section 2, on Page 2 will be changed to agree with
the description as indicated on Exhibits "A" and "B" of the Unit
Agreement, As stated in the hearing testimony, the irue and correct
description of the Unit Area is that shown on Exhibit "A" and Exhibit
"B" of the Unit Agreement and also shown on Applicant's hearing Exhibits
No. 1 and L,

The final execution copv of the Unit Agreement which
will be filed with the 0il Conservation Commission will contain the
appropriate Unit Area description in the aforementioned Section z
s &5 to agree with the description in Exhibits "A" and "B" of the
Agreement, We hope that this will be satisfactory and respectfully
request that you advise if additional information is needed,

Yours very truly,

/) . n R ‘-/’/’ v
N-M- Ui ey
D. #¥. Williams
District Engineer
DiW<bh
CC: DBM



DOMESTIC PRCDUCING DEPARTMENT JERNCO

T E X AC O

1 N C.

PETROLEUM DPRODUCTS

P. 0. BOX 3:%

MIDLAND DIVISION

A N IR i e R P T T L

e e A LAY

TS . S S ——————
—

MIDLAND, TEXAS

January 2, 1964

New Mexico 011l Conservation Commission
P. 0. Box 871
Santa Fe, New Mexico

Attn: Mr. A, L. Porter, Jr.

Gentlemen:

In compliance with Order No. R-2608 dated
December 6, 1963, Texaco Inc. as operator of the Square ILake 31
Unit is hereby submitfing a copy of the executed unit agreement
for the develcpment and operation of the Sqguare Lake 31 Unit,
Eddy County, New Mexico.

This unit will become effective at 7:00 a. m..
January 1, 1964, and as of that date Texaco Inc. will assume
operation of the unit., Also attached for your information
is a copy of the Certification of Effectiveness and Notice
of Square Lake 31 Unit, Eddy County, New Mexico. If additicnal
information 1s desired concerning this matter, plesase do not
hesitate f£o advise.

Yours very truly,

~ 2727
C. R. Black
Division Proration Engineer

CRB-MM
Attach.




CERTIFICATE OF LTFELCTIVENESS AND NOTICE OF
SOUARF IAK? ?1 ”\]T'T‘ DNV mrmmaTvy ATTLY e \v-rCO

3 0N —— R A AL EE I LR L B )

TO WHQM IT MAY COICERN:

KU I g
NOTICE TS HEREBY GIVLU that a Unlt and Uglé Ooeratlno Agrecment
were entered into on the first day of May , 1963, for the operatlon
and deveclopment of the Square Lake 31 Unit Arca, cmbracing the follow-
ing described land situated in Eddy County, ilew Mexico:

T-ls-si R-3O'—E, No .‘ Po ”.

Section 31: Lots 3, 4, E/2 W/2, S/2 NE/u,
SE/4, containing 473,53 acres,
more or less,

"PURSUANT to said Unit Agreement the following is stated:

(a). The Unit Agreement and Unit Operating Agreement
have been executed or ratified by 100% of the working
interest owners and the Unit Agreement has been executed
or ratified by 100% of the royalty interest owners in
the unit area,

(b). The Unit Agreement has been approved by the act-
ing Director of the United States Geological Survey, a
duly authorized representative of the Secretary of the
Interior of the United States of America and also an-
proved by the New Mexico 0il Conservation Commission.

NOTICE IS HEREBY FURTHER GIVEN that the effective date of the
Square Lake 31 Unit will be January 1, 1964, and the unit will re-
main in effect as long as unitized substances are produced in paying
quantities from the unit area or operations are prosecuted thereon.

NOTICE IS HEREBY FURTHER GIVEN that a copy of said Unit Agree-
ment is on file in the office of the New Mexico 0il Conservation
Commission, Santa Fe, New Mexico and c0p1es of the Unit Agreement
and the Unit Operatlng Agreement are on flle ln Texaco's Midland

Division Gffice Midland, Texas, and in the office of the Supervisor

of the United States Geological Survey at Roswell, New Mexico,
reference to which may be had for all of the terms and conditions
of said Unit and Unit Operating Agreements.

This instrument is filed in accordance with the Square Lake 31
Unit Agreement by Texaco Inc., Unit Operator, and filed for the pur-
pose of giving notice to all parties dealing with any of the lands
committed to sald Unit and Unit Operating Agreements of the existence
of said instruments and the contents thereof.

IN WITNESS WHEREOF, this notice is given the Zzil; day of

o on 1089

P e BT WA s U 3 Suvve

\ Approved as to: TEXACO Inc.
: . | Terns _}_2{ %
i

By
Form - ‘ Atté?héy-ln-Fqgk

: “ i
; "“fff)"l”ﬂﬁl
! S |
L s. ‘,\"\‘/l 4‘ )
: T L
‘ The fere 01ﬂg\ln~trument was acknowledged before,ne tHls 4221
day of . Kliormdiael o 1963, by Leas "
Attorney-1IY- YELSF 1;;X§¢° Inc., a Delaware Corporation, on beralf
of saiad corporat;cn\ TR

LA ‘ e P UDLIN
My Commission Explres- 0 N "ma_ucﬂﬁqw p. i 1ALV
(\ j Gt Rotary Public in and for Mialand
: r:4\\.44f_/,;.3 “ounty, Texas.

VSTATE;é,]F NEW MEXICO, County of Eddy, ss. I hersby certify that this instrument was filed for record on'the
2344, day of.... 7Yt tmmdsat , A D, 16.62. az-_/gz.z?..g....o'ciock.....v{o.. ..... ., and duly racorded in
Book.../ é& - Page...3.3.g.. of the Records of QL ¥ yea w.....of said county. .
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UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION OF THE
SQUARE LAKE 31 UNIT AREA
EDDY COUNTY. NEW MEXKIC

N AUS [}

r

THIS AGREEMENT, entered into as of the lst day of May, 1963,
by and between the parties subscribing, ratifying or consenting
hereto, and herein referred to as "parties heretc",

WIINESSETH: That,

WHEREAS, the parties hereto are the owners of working, royalty
or other oil or gas interests in the Unit subject to this Agreement;
and

WHEREAS, the 0il Conservation Commission of the State of New
Mexico is authorized by law (Chap. 72, Laws of 1935, as amended by
Chap. 193, Laws of 1937, Chap. 166, Laws of 1841, and Chap. 168,

Laws of 1949) to approve this Agreement, and the conservation pro=-
visions hereof; and

WHEREAS, the Mineral Leasing Act of February 25, 13820, (41 Stat.
437, as amended, 30 U.S.C. Sections 181 et seq.) authorizes Federal
lessees and their representatives +c unite wiih eacn other or jointly
or separately with others in collectively adopting and operating a
co-operative 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 resources thereof whenever de-
termined and certified by the Secretary of the Interior to be neces-
sary or advisable in the public interest; and

WHEREAS, the parties hereto hold sufficient interests in the
SQUARE LAKE 31 UNIT AREA covering the land hereinafter desceribed to
give reasorably effective control of operation thereinj and

WHEREAS, it is the purpose of the parties hereto, to enable in-
stitution and consummation of secondary recovery operations, ccnserve
natural resources, prevent waste and secure the other benefits ob;
tainable through development and operation of the area subject to

this Agreement under the terms, conditions and limitations herein

- set forth.
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NOW THEREFORE, in consideration of the premises and the promises
herein contained, the parties hereto commit to this Agreement their
entire respective interests in the below defined Unit Area, and

SECTION 1. ENABLING ACT AND REGULATIONS: The Mineral Leas-

ing Act of February 25, 1920, as amended, supra, and all valid,
pertinent regulations, including operating and unit plan regula-
tions, heretofore issued thereunder and valid, pertinent and reason-
able regulations hereatter issued thereunder are accepted and made
a part of this Agreement as to Federal lands, provided such regula-
tions are not inconsistent with the terms of this Agreementj and as
to non-Federal iands, the oil and gas operating regulations in
effect as of the effeoctive date hereof governing drilling and pro-
ducing operations, not inconsistent with the terms hereof or the
laws of the State in which the non-Federal land is located, are
hereby accepted and made a part of this Agreement.

SECTIUN 2, UNIT AREA AND DEFINITIONS: For the purpose of this

Agreement, the following terms and expressions as used herein shall
mean:

(2) "Unit Area" is defined as thase lands specified on
Exhibit "A™ hereof, and such land is hereby designated and recognized
as constituting the Unit Area; the lands described in said Exhibit
"A" are described as follows, to-wit:

Township 16 South, Range 30 East, New Mexico Principal Meridian

Section 31: Lots 3, 4, E/2 W/2, S/2 NE/4, SE/U

containing 473,53 acres, more or less, in Eddy County,
New Mexico.

(b)) "Commission" is defined as the 0il Conservation Coma
mission of the State of New Mexico.

(c) "Director" is defined as the Director of the United
States Geological Survey,

(d) "Secretary" is defined as the Secretary of the Interior
of the United States of America.

(e) '"Department" is defined as the Department of the
Interior of the United States of America.

(f) "Supervisor" is defined as the 3upervisor, Branch of
0il and Gas Operations of the United States Geological Survey.

g) "Premier Sand-Grayburg Formation" is defined and chall

»
etcfore estabiished underground reservoir, the top of
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which is found at 2387 feet, and the base of which is found at 27u$S
feet, on the Gamma Ray Log of TEXACO Inc.; Etz Federal (NCT-l) le&zse,
Well No. 1, located in the NW/4 SW/4 of Section 31, T-16-S, R-30-E,
insofar as the same lies within the Unit Area.

{n) "Unitized Formation" is defined as the portion of the
Premier Sand-Grayburg Formation effectively committed to this Agree=-
ment,

(i) "Unitized Substances" is defined as and shall mean
all oil, gas, gaseous substances, sulphur contained in gas, con=-
densate, distillate and all associated and constituent liquids or
liquefiable hydrocarbons within or produced from the Unitized Formation.

(i) "Working In-erest" is defined as the right to search
for, produce and acquire Univized Substances whether held as an
incident of ownership of mineral fee simple title, under an oil and
gas lease, or otherwise held.

(k) "Working Interest Owner" is defined as and shall mean
any party hereto owning a Working Interest, including a carried worke
ing interest owner, holding an interest in Unitized Substances by
virtue of a lease, operating agreement, fee title or otherwise,
which interest is chargeable with and obligated to pay or bear,
either in cash or out of prcduction, or otherwise, all or a portion
of the cost of drilling, developing and producing the Unitized Sub-
stance from the Unitized Formation and operating thereof hereunder,

(1) "Royalty Interest" or "Royalty" is defined as an in-
terest other than a Working Interest in or right to receive a por-
tion of the Unitized Substances or the proceeds thereof and inciudes
the royalty interest reserved by the lessor by an oil and gas lease
and any overriding royalty interest, o0il payment interest,net pro-
fit contracts, or any other payment or burden which does not carry
with it the right to search for and produce Unitized Substances.

(m) "Royalty Owner" is dcfised as and shall mean the owner
of a Royalty Interest.

(n) "Unit Operating Agreement" is defined as and shall
mean any agreement or agreementc {(whether one or more) entered into
(separately or collectively) by and between the Unit QOperator and
the Working Interest Owners as provided in Section 10, infra, and
shall be styled "Unit Operating Agreement, Square Lake 31 Unit,
Eddy Ceunty, New Mexico".

(o) "Paying Quantities” is defined as production of
Unitized Substances in quantities sufficient to pay for the cost of
producing same from wells on the unitized land.

(p) "“Unit Manager" is defined as the person or corpora-
tion appointed by the Working Inter&st Owners to perform the duties
of the Unit Operator until the selection and qualification of a
succeseor Unit Operator as provided for in Section 9 hereof.

(q) "Cumulative 0il Production" is defined as that cum-
ive volume of o0il produced and saved from each tract to April 1,
, insofar as such production was reported to the Commission.

ulat
1962
(r) "Current 0il Production" is defined as that oil pro-

duced and saved during the period from October 1, 1961 to April 1,
1962 from each tract.

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

e}
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SECTION 3, EXHIBITS: Exhibit "A" attached hersto is a map

showing, to the extent known to the Unit Qperator, the Unit Area and

8,
rt
H

the boundaries and identity o acts and leases 1in said Unit Area.,

Exhibit "B" attached hereto is a schedule showing, to the extent
known to the Unit Operator, the acreage comprising each tract, per-
centage ownership of each Working Interest Owner in each tract, and
the percentage of participation each tract has in the Unit Area.
However, nothing herein or in said schedule or map shall be con=
strued as a representation by any party hereto as to the ownership
of any interest other than such interest or interests as are shown
in said map or scheduie as owned by such party. Exhibits "A" and
"B" shall be revised by the Unit Operator whenever changes render
such revision necessary, and not less than six copies theresnf shall
be filed with the Supervisor.

SECTION 4. EXPANSION: The above described Unit Area may when
practicable be expanded to include therein any additional tract or
tracts regarded as reasonably necessary or advisable for the pur-
poses of this Agreement to conform with the purposes of this Agree-
ment. Such expansion shall be effected in the following manner:

(a) The Working Interest Cwner or owners of a tract or
tracts desiring to bring such tract or tracts into this Unit. shalil
file an application therefor with Unit Operator requesting such
adnission.

(b) Unit Operator shall circulate a notice to each Work-
ing Interest Owner of the proposed expansion, setting out the basis
for admission, the unit participation to be assigned to such tract
or tracts, and other pertinent data. After negotiation (at Working
Interest. Owners' meeting or otherwise)if 90 percent of the Working
Interest Owners on the basis of unit participation have agreed to
such tract cr tracts being brought into the Unit, then Unit Operator
shalls

(1) Prepare a notice of proposed expansion desecrib-
ing the contemplated changes in the boundaries of the Unit Area,
the reason therefor, the basis for admission of the additional tract
or tracts, the unit participation to be assigned thereto and the
proposed effective date thereof, preferably the first day of the
month subsequent to the date of notice; and

(2) Deliver copies of said notice to the Director,
and each working Interest Owner (mailing copy of such notice to
the last known addrests of each such Working Interest Qwner) and
to the lessee and lessor whose interests are proposed to be com-
mitted, advising such parties that thirty (30) days will be allowed
for submission to the Unit Operator of any objection to such pro=-
posed expansion; and
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(3) File, upon the expiration of said thirty (30)
day Eeriod as set out in (2)immediately above and provided that ob-
jections of not more than 10 percent of the Working Interest Owners
have been filed thereto, with the Director the following: (a) Com-
prehensive statement as to mailina such notice of expansion: (b)
An application for such expans;on, and (¢) An instrument containing
the appropriate ]01nders 1n compliance with the participation re-

eIt ! n nF o
M - r\—auvtlt\a Cf Q ”“10:‘: 1,', .sau.a.ao

The expansion shall, after due consideration of all pertinent

nformation and uron approval by the Director

n el |
of the date pi'escribed in the notice thereof or on such other date
as set by the Director in the order or instrument approving such
expansion,

SECTION S. CONTRACTION: When practicable, the Ulnit Area shall

be contracted to exclude land not effectively committed to this Unit
Agreement whenever such contraction is necessary or advisable to
conform with the purposes of this Agreement. Such contraction should
be effected in the following manner:

(a) Unit Operator, with concurrence of at least 80 per-
cent of the Working Interest Owrers, on the basis of unit participa-
tion, and with preliminary concurrence of the Director, shall prepare
@ notice of contraction describing the contemplated changes in the
boundaries of the Unit Ar:«:, the reasons therefor, and the propossad
effective date thereof, preferably the first day of a month subse-
quent to the date of notice.

(b) Said notice shall be delivered to the Supervisor, and
copies thereof mailed to the last known address of each Working
Interest Owner, lessee, and Royalty Owner whose interests are affect-
ed, aavising that 30 dave will be allowed for submission to the Unit
Operator of any objectlonso

(¢) Upon expiration of the 30 day period provided in the
preceding item (b) hereof, Unit Operator shall file with the Super-
visor, a comprehensive statement as to mailing of the notice of
contraction and a copy ©f any objections thereto which have been
filed with the Unit Operator, together with an application in suf-
ficient number, for approval of such contraction.

(d) After due consideration of all pertinent information,
the contraction, upon approval by the Direcor, shall become effec-
tive as of the date prescribed in the notice thereof.

SECTION 6. UNITIZED LANDS AND UNITIZED SUBSTANCES: All oil

and gas, including gaseous substances, sulphur contained in gas,
condensate,'distillate, and all associated and constituent liquids
or liquefiable hydrocarbons, in the hereinabove described lands,
committed to this agreement, as to the Premieir Sand-Grayburg fcr-

mation, together with pertinent surface rights, are unitized under

~5-
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the terms of this agreement and herein are called "unitized sub-
stances™, and said lands shall constitute lands referred to herein
as "unitized lands"or "lands subject to this agreement".

SECTION 7. UNIT OPERATOR: TEXACO Inc., a Delaware corporation,

is hereby designated as Unit Operator, and by signing this instru-
ment as Unit Operator it agrces and consents to accept the duties
and obligations of Unit Operator for the operation, development

and production of Unitized Substances as herein provided, Whenever
reference is made herein tn the Unit Operator, such reference means
the Unit Operator acting in that capacity and not as an owner of
interests in Unitized Substances, and the term "Working Interest
Owner" when used herein shall include or refer to Unit Operator as
the owner of a Working Interest when such an interest is owned by
it,

SECTION 8. RESIGNATION OR REMOVAL OF UNIT OPERATOR: Unit -

Operator shall have the right to resign at any time, but such
resignation shall not beccme effective 80 as to release Unit

Operator from the duties and obligations of Unit Operator and

terminate Unit Operator's »rischts a5 such for a periecd of six (6)
months after written notice of intention to resign had been given

by Unit Opérator to all Working Interest Owners and the Director,
unless a new Unit Operator shall have taken over and assumed the
duties and obligations of Unit Operator prior to the expiratioen
of said period.

The Unit Operator may, upon default or failure in the per-
formance of its dnties or obligations hereunder, be subject to re-
moval by 75 percent of the committed Working Interest Owners (on

the basis of Unit participation) exclusive of the Working Interest

'Oﬁnér'ﬁhé is the Unit Operator. Such removal shall be effective

upon notice thereof to the Director.
In all such instances of resignation or removal, until a
successor to Unit Operator is selected and approved as hereinafter

provided, the Working Interest Owners shall be jointly responsible

B




for the performance of tie duties of the Unit Operator and shall,
not later than thirty (30) days before such resignation or removal
becomes effective, appoint a Unit Manager to represent them in any
acticn (0 be taken hereunder.

The resignation or removal of Unit Operator under this Agree-
ment shall not terminate its right, title or interect as the owner
of a Working TInterest or other interest in Unitized Substances, but
upon the resignation or removal of Unit Operator becoming effective,
such Unit Operator shall deliver possession of all equipment, books,
and records, materials, appurtenances and any other assets, used in
conducting the Unit operations and owned by the Working Interest
Owners {(including any and all data and information which it might
have gained or assembled by reason of its coperation of the Unit
Area) to the new duly qualified successc~ Unit Operator or to the
Unit Manager if no such new Unit Operator is elected, to be used
for the purpose of conducting Unit operations hereunder. Nothing
herein shall be construed as authorizing removal of any material,
equipment and appurtenancss needed for the preservation of any wells,
Nothing herein contained shall be construed to relieve or discharge
any Unit Operator whe resigns or is removed hereunder for any lia-
bility or duties accruing or performable by it prior to the effec-
tive date of such resignaticon or remcoval.

SECTION 8. GSUCCESSOR UNIT OPERATOR: UWhenever the Unit Opera-

tor shall tender its resignation as Unit Operator or shall be removed
as herveinabove provided, the Working Interest Owners shall by affirma-
tive vote of at least 55 percent of their voting interests, based
upon the percentages of participation assigned to tracts in the Unit
Area, select a successor Unit Operator, provided, however, that should
any Working Interest Owner own a voting interest of more than 45
percent, the vote of said party shafll not serve to disapprove the
selection of a new Unit Operator approved by 80 percent or more of

the voting interests of the remaining Working Interest Owners, and

provided further that the Unit Operator shall not vote to succeed

-7



himself. Such selection shall not become effective until (a) a
Unit Operator so selected shall accept in writing the duties and

responsibilities of Unit Operator, and (b) the selection shall

have heen filed with the Su

TF wn
e

2 T om .
pervaicer Nno successor Unit Uperator

b o

or Unit Manager is selected and qualified as herein provided, the
Director, at his election, may declare this Agreement terminated.

SECTION 10, ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT:

Costs and expenses incurred by Unjt Operator in conducting Unit
operations hereunder shall be paid, apportioned among and borne

by the Working Interest Owners in accordance with the Unit Operat-
ing Agreement. Such Unit Operating Agreemeﬁt shall also provide the
manner in which the Working Interest Owners shall be eﬁ%itled to
receive their respective proportionate and allocated share of the
benefits accruing hereto in ceonformity with their underlying operat-
ing agreements, leases or other independent contracts and such othen
rights and obligations as between Unit Operator and the Working
Interest Owners as may be agreed upon by the Unit Cperator and the
Working Interest Owners; however, no such Unit Operating Agreement
shall be deemed either to modify any of the terms and conditions of
this Unit Agreement or to relieve the Unit Operator of any right or
obligation established under this Agreement, and in case of any
inconsistency or conflict betweén this Agreement and the Unit Operat-
ing Agreement, this Agreement shall prevail. Three true copies of
any Unit Operating Agreement executed pursuant to this Section shall
be filed with the Superviso», prior to approval of this Agreement,
and thereafter promptly after any revicicn ¢or amendment.

L 2N

SECTION 11. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR: Except

‘as otherwise specifically provided herein; the exclusive right,

privilege and duty of exercising any and all rights of the parties
hereto which are necessary or convenient for prospecting for, produc-
ing, storing, allocating and distributing the Unitized Substances
are hereby delegated to and shall be exercised by the Unit Operator

as herein provided. rAcceptable evidence of title to said rights
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shall be deposited with said Unit Operator, and together with this
Agreement, she'll constitute and define the rights, privileges and
obligations of Unit Operator. Nothing herein, however, shall be
conetrued to transfer title to any land or to any lease or operating
agreement; it being understood that under this Agreement the Unit
Operator, in its capacity as Unit Operator, shall exercise the
rights of possession and use vested in the parties hereto only for
the purposes herein specified.

SECTION 12. PLAN OF OPERATIONS: It is recognized and agreed

by the partier hereto that all of the land subject to this Agree-
ment is reasonably proved to be productive of Unitized Substances

in paying quantities and that the object and purpose of this Agreo-~
ment is to formulate and to put into effect a secondary recovery
project in order to effect additional recovery of Unitized Subs=
stances, prevent waste and conserve natural resources, The parties
hereto agree that the Unit Operator may, subject to the consent and
approval of a plan of operation by the Working Interest Owners and
the Supervisor, inject into the Unitized Formation, through any

well or wells completed therein, brine, water, air, gas, <il. lique=~
fied petroleum gas, and any other suustance or a combination of any
of said substances, whether produced from the Unit Area or not, and
that the location of input wells and the rates of injection therein
and the rate of production shall be governed by standards of good
geologic and petroleum engineering practices and conservation methods.
After commencement of secondary operations, Unit Operator shall fur-
nish the Supervisor monthly, injection and production reports for
each well in the Unit. The Working Interest Owners and the Supervisor,
shall be furnished periodical reports on the progress of the plan

of operation and any revisions or changes theretoj; provided however,
that any major revisions of the plan of operation invelving a basic
deviation from the initial plan of opération shall be subject to

the consent and approval of the Working Interest Owners and the

Supervisor. -
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The initial plan of operation shall be filed with the Supervi-
sor concurrently with the filing of this Unit Agreement for final
approval. Said initial plan of operation and all revisions thereof
shall De as complete and adequate as The Supervisor may determine
to be necessary for timely operation consistent herewith, Reasonable
diligence shall be exercised in complying with the obligations of
the anrroved nlan of operation.

Notwithstanding anything to the contrary herein contained, the
Unit Operator shall commence secondary recovery operations on the
Unit Area within six (6) months after the effective date of this
Agreement, or any extension thereof approved by the Director, or
this Agreement shall terminate automatically, in which latter event
Unit Operator shall notify all interested parties, After such opera-
tions are commenced, Unit Operator shall carry on such operations
as would a reasonably prudent operator under the same or similar
circumstances.

SECTION 13. TRACT PARTICIPATION: In Exhibit “B" attached here-

to, there are listcd and numbered the various tracts within the Unit
Area and set forth opposite each tract is a figure which represents
the percentage of participation allocated to eash tract in the Unit
Area calculated on 100 percent tract commitment. The participétion

perceantage of each tract was determined as follows:

Participation
Fercentage of = 92% (Tract Cumulative 0il Production)
Each Tract o - TOn3t EArea Adjusted Cumulative Uil Production)

plus 8% (Tract Current 0il Production)
(Unit Area Currenf 01l Produ~tion)

However, if the Unit Agreement is approved with less than 100 per-
cent tract commitment, said participation percentagé shall be revised
to fit the commitment status as of the effective date hereof, and
thereafter, as needed pursuant to Section 15 (Allocation of Unitized

Substances).

-10-
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SECTION 14, TRACTS QUALIFIED FOR UNIT PARTICIPATION: On and

o

r-3
P 3

i

er the effective date hereof the tracts within the Unit Area which

shall be entitled to participation in the production of Unitized

[72]

ubstances therefrom shall be those tracts within the Unit Area and
more particularly described in said Exhibit "B" that are qualified

as follows:

(2) Each and all of those tracts as to which Working In-
terest Owners owning 103% of the Working Interest in said tract and
Royalty Owners owning 100% of the Royalty Interest in said tract
have subscribed, ratified or consented to this Agreement; and

(b) Each and all of those tracts as to which Working In-
terest Owners owning nct lese than 95% of the Working Interest there-
in and Royalty Owners owning not less than 75% of the Royalty Interest
therein have executed this Agreement, and in which the Working In-
terest Owners in said tract who have executed this Agreement have
agreed to indemnify and hold harmless all other parties hereto, in
a manner satisfactorv to 85% of the Working Interest Owners qualified
under (a), against any and all claims and demands that may be made
by the nonjoining Working Interest Owners or Royalty Owners, or both,
on account of the commitment and joinder of such tract to the Unit
Agreement, and operation thereof under such conditions on the basis
herein provided, and as to which 85% of the Working Interest Owners
qualified under (a), exclusive of the Working Interest Owner sub-s
mitting such tract, have approved the commitment of such tract to
this Unit Agreement.

If, on the effective date of this Agreement, there is any tract
or tracts which have not been effectively committed to or made sub=-
ject to this Agreement by qualifying as above provided, then such
tract or tracis shall not be entitled to participate hereunder. Unit
Operator shall, when submitting this Agreement for final approval
by Director, file therewith or as soon thereafter as practicable,

a schedule of those tracts which have been committed and made sub-
ject to this Agreement and are entitled to participate in the pro-

duction fram the Unit Area hereunder. Said schedule shall set

- forth opposite each suzh committed tract the lease number or assigne-

ment number, the owner of record of the lease, and the percentages
of participation of such tract which shall be computed according

to the participation formula set out in Section 13 (Tract Partici-
pation) above. This schedule of participation shall be a part of
Exhibit "B" and upon approval by the Supervisor shall become a part
of this Agreement ané shall govern the allocation of productiecn of

Unitized Substances until a new schedule is approved by the Supsprvi-
P Yy P
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SECTION 15. ALLOCATION OF UNITIZED SUBSTANCES: All Unitized

Substances produced and saved (less; save and except any part of

such Unitized Substances used in conformity with good operating
practices on unitized land for drilling, operating, camp, and other
nroduction or development purposes and for pressure maintenance or
unavoidable loss) shall be apportioned among and allocated to the
committed tracts within the Unit Area in accordance with the res-
pective tract participation effective hereunder during the respective
periods such Unitized Substances were produced, as set forth in the
schedules of participation in-Exhibit "B". The amount of Unitized
Substances so allocated to each tract, and only that amount, (regard-
less of whether it be more or less than the amount of the actual
production of Unitized Substances from the well or wells, if any,

on such tract) shall, for all intents, uses and purposes, be decemed
to have been produced from such tract.

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

No tract committed to this Agreement and qualified for participa-
tion as above provided shall be‘subsequently excluded from participa-
tion hereunder on account of depletion of Unitized Substances and
nothing herein contained shall be cornistrued as requiring any retro-
active adjustment for production obtained prior tc the effective
date of the joinder of any tract,

If the Working Interest and the Royalty Interest in any tract
are divided with respect to separate parcels or portions of such
tract and owned severally by different persons, the percentage par-
ticipation assigned to such tract shall, in the absence of a record-

ables instrument executed Ly all owners ond furniched to Unit Operator

-12-
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fixing the divisicns of ownership, be divided among such parcels
or portions in proportion to the number of surface acres in each,
The Unitized Substances allocated to each tract shall be de-
liverad 1 kind to the respective Working Interest Owners and
parties enrtitled thereto by virtue of the ownership of oil and
gas rights therein or by purchase from such owners, Each working
Interest Owner and the parties entitled thereto shall have the
continuing right to receive such production in kind at a common
point within the Unit Area and to sell or dispose of the same as
it sees fit., Each such party shall have the right to construct,
maintain and operate all necessary facilities for that purpose
on unitized land, provided the same are so constructed, maintained
and operated as not to interfere with operations carried on pur-
surant hereto. Subject tc Section 16 hereof, any extra expenditure
incurred by Unit Operator by reason of the delivery in kind of any
portion of the Unitized Substances rhall be borne by the party
receiving the same in kind. In the event any party hereto shall
fail to take or otherwise adequately dispose of its proporticnate
share of the production from the Unit Area currently as and when
produced, then so long as such conditions continue, Unit Operator,
for the account and at the expense of such party and in order to
avoid curtailing the operation of the Unit Area, may sell or other-
wise dispose of such production to itself or o*hers on a day-to-day
basis at not less than ‘the prevailing market price in the area for
like production, and the account of such party shall be charged
therewit

» 2as having received such production. The net prccecds,

"R

a
]
(
b
™

if any, of the Unitized Substances so disposed of by Unit Operator
shall be paid to the party entitled thereto.

Any party receiving in kind or separately disposing of all or
any part of the Unitized Substances allccated to any tract, or re-
ceiving the proceeds therefrom if the same is sold or purchased by
Unit Operator, shall be responsible for the payment of all Royalty

on the lease or leases and tracts contributed by it and received
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into the Unit, and each such party shall hold each other party here-
to narmless against all claims, demands and causes of action for
such Royalty on the lease or leases and tracts contributed by it
ized land.

If, after the effective date of this Agreement, there is any
tract or tracts that are subsequently committed hereto, as provided
in Section 4% (Expansion) hereof, or any tract or tracts within the
Unit Area not committed hereto as of the effective date hereof but
which are subsequently committed hereto under the provisions of
Section 31 (Nonjoinder and Subsequent Joinder), or if any tract is
excluded from the Unit Area as provided for in Section 30 (Loss of
Title), the schedules of participation as shown in Exhibit "B",
subject to Section 13 (Tract Participation) or Section 31 (Nonjoinder
and Subsequent Joinder), whichever is appropriate, shall be revised
by the Unit Operator and distributed to the Working Interest Owners,
the Supervisor, and the Director to show the new percentages of par-
ticipation of all the then effectively committed tracisj and the
revised schedules, upon approval by the Supervisor or the Director,
shall govern 311 the allacatisn of production frum and aiter the
effective date thereof until a new schedule is so approved. In any
such new schedule, the Tract Participation of the previously qualiw
fied tracts shall remain in the same ratio one to the other.

SECTION 16, ROYALTY SETTLEMENT: The United States of America

and all Royalty Owners who, under an existing contract, are entitled

to take in kind a shares of the substances produced from any tract
unitized hereunder, shall continue to be entitled to such right to
take in kind their share of the Unitized Substances allocated to such
tract, and Unit Operator shall make deliveries of such Royalty share
taken in kind in conformity with the applicable contracts, laws and
regulations. Settlement for Royalty Interest not taken in kind

shall be made by Working Interest Owners responsibtlie therefor under

existing contracts, laws and regulations, on or before the last day
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of each month for Unitized Substances produced during the preceeding

calendar month; provided, however, that nothing herein contained
shall operate to relieve the lessees of any land from their respec-
tive lease obligations for tha paymecnt of any Royalty due under their
leases, except that such Royalty shall be computed in accordance
with the terms of this Unit Agreement.

If gas obtained from lands not subject to this Agreemant i3
introduced into the Unitized Formation, for use in repressuring,
stimulation of prcduction or increasing ultimate recoveryv in con-
formity with a plan approved pursuant to Section 12 (Plan of
Operations), a like amount of gas, less appropriate deductions for
loss from any cause, may be withdrawn from the Unitized Formation,
Royalty free as to dry gas but not as to the products extracted
therefrom; provideqd such withdrawal shall be pursuant to such con-
ditions aund formulas as may be prescribed or approved by the Super-
visor and provided further that such right of withdrawal shall
terminate as of tie effective date of termination of the Unit Agree-
ment, If liquefie! petroleum gases obtained from lands or formations
not subject to thi: agreement be injected into the unitized land for
the purpose of increasing ultimate recovery, which shall be in con-
formance with a plan first approved by the Supervisor, part or all
of such liquefied petroleum gases may be withdrawn royalty free
pursuart to such conditions and formulas as may be prescribed or
approved by the Supervisor.

Royalty due the United States of America and the other Royalty
Owners hereunder shall be computed and paid on the basis of all Uni=

tized Substances allocated to the respective tract or tracts com-

mitted hereto, in lieu of actual production from such tract or tracts.

Each Royalty Owner (other than the United States oi America)
that executes this Agreement represents and warrants that it is the
owner of a Royalty Interest in a tract or tracts within the Unit
Area as its interest appears in Exhibit "B" attached hereto. If

any Royalty Interest in a tract or tracts should be lost by title




failure or otherwise in whole or in part, during the term of this
Agreement, then the Royalty Interest of the party representing him-
self to be the owner thereof shall be reduced proportionately and
the interest of all partiess ghall be adjusted accordingly,

SECTION 17. RENTAL SETTLEMENT: Rentals or minimum royalties

due on leases committed hereto shall be paid by Working Interest
Ow.iers responsible therefor under existing contracts, laws and
reguiations, provided that nothing herein contained shall operate
to relieve the lessees of any land from their respective lease
obligations for the payment of auny rentals or minimum royalty in
lieu thereof, due under their leases. Rental or minimum royalty
fpr lands of the United States of America subject to this Agree-
ment shall be paid at the rate specifiad in the respective leases
from the United States of America, unless rental or minimum royalty
is waived, suspended, or reduced by law or by approval of the Sec-
retary or his duly authorized representative.

N: Operations hereunder and production

E e e L I S )

of Unitized Substances shall be conducted to provide for the most

as defined by or pursuant to Federal and State laws and regulations.
SECTION 19. DRAINAGE: The Unit Operator shall take appropriate

and adequate measures to prevent drainage of Unitized Substances

from unitized land by wells on land not subject to this Agreement

or, with consent of the Director, pursuant to applicable rggulations,

pay a fair and reasonable compensatory royalty as determined by the

Supervisor.

SECTION 20, LEASES AND CONTRACTS CONFORMED AND EXTENDED: The

terms; conditions and provisions of all leases, subleases and other
contracts relating to exploration, drilling,development or opera-
tion for oil or gas on lands committed to this Agreement are hereby
expressly modified and amended to the extent necessary to make the
same conform to the provisions hereof, but otherwise to remain in

full force and effect, and the parties hereto hereby consent that
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the Secretary by his

2

pproval hercof, or by the approval hereof by
his duly authorized representatives, does hereby establish, alter,
change or revoke the drilling, producing, rental, minimum royalty
and royalty requirements of Federal leases committad
regulations in respect thereto to conform said requirements to the
provisions of this Agreement,

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

(a) The development and operation of landc subject to
thic Agreement under the terms hereof shall be deemed full perfor-
mance of all obligations for development and operation with respect
tc each and every part or separately owned tract subject to this
Agreement, regardless of whether there is any development of any
particular part or tract of the Unit Area,; notwithstanding anything
to the contr-ry in any lease, operating agreement or other contract
by and between the parties hereto, or their respective predecessors
in interest, or any of them.

(b) Drilling, producing or secondary recovery operations
performed hereunder upon any tract of unitized lands shall pe ac-
cepted and deemed to be performed upon and for the benefit of each
and every tract of unitized land, and no lease shall be deemed to
expire by reason of failure to drill or produce wells situated on
land therein embraced.

{c) Suspension of drilling or producing operations on
all unitized lands pursuant to directicn or consent ol the Secretary
or his duly authorized representative, shall be deemed to constitute
such suspension pursuant to such direction or consent as to each
and every tract of unitized lands.

(d) Each non-Federal lease, sublease, or contract relating
to the exploration, drilling, development or operation for oil and
gas which by its terms might expire prior to the termination of this
Agreement, is hereby extended beyond any such term so provided there-
in, 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
nrovided therein until the tédrmination hereof, Any other Federal
lease ~ommitted hereto shall continue in force beyond the term so
provided therein or by law as to the committed land so long as such
land remains committed hereto, or in the event actual drilling
operations are commenced on unitized land, in accordance with the
provisions of this Agreement, prior to the end of the primary term
of such lease and are being diligently prosecuted at that time,
such lease shall be extended for two years and so long thereafyer
as oil or gas is produced in paying quantities in accordance with
the provisions of the Mineral Leasing Act Revision of 1960.

(f) Each sublease or contract relating to the operation
and deveiopment of unitized substances from lands of the United
States committed to this agreement, which by 1ts terms Qould ex-
pirc prior to the time at which the underlying lease, as extended

P -
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by the immediately preceeding paragraph will expire, is hereby ex-
tended beyond any such term so prov1ded thereln 50 that it shall be

LUHL.LH“CQ .LH LU..L.L LUL ce uuu C.L.l.l:L.\. LUL quu qu .I.Ils Lllt: term 01. Ine
underlying lease as such term 1s hereln extended.

(g) The segregation of any Federal lease committed to this
Agreement is governed by the following provision in the fourth para-
graph of Section 17 (i) of the Mineral Leasing Act as amended bv the
Act of September 2, 1960, (74 Stat. 781, 784): "Any [Federall] lease
hereafter committed to any such plan [unlt] embracing lands that are
in part within and in part outside of the area covered by any such
plan shall be segregated into separate leases as to the lands com-
mitted and the lands not committed as of the effective date of
unitization: Provided, however, That any such lease as to the non-
unitized portion shall continue in force and effect for the term

=t ..,.Ac \\ 1t :A.\ .‘,.4- 1,-»,. -o-\-.-.n e ..Qs-ﬁn an... o-\-.,-. A-¢A -r .......\.. ~ae.
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regatlon and so long thereafter as oil or gas 1is produced in pay=-
ing quantities",

SECTION 21. CORRECTION OF ERRORS: It is hereby agreed by all

parties to this agreement that Unit Operator is empowered to correct
any mathematical or clerical errors which may exist in the pertinent
exhibits to this agreement; provided, however, that correction of

any error other than mathematical or clerical shall be made by Unit

Operator only after first having obtained approval of Working Interest

Owners, and the Supervisor.

SECTINN 22. COVENANTS RUN WITH LAND:» The covenants herein

shall be construed to be covenants running with the land with res=-
rect to the interest of the parties hzretn and their successors in

interest until this Agreement terminates, and any grant, transfer

or conveyance of interest in land or leases subject hereto shall be

and hereby is conditioned upon the assumption of all privileges and
obligations hereunder by the grantee, fransferee or other successor \
in interest., No assignment or transfer of any Working Interest
subject hereto shall be binding upon Unit Operator until the first
day of the calendar month after Unit Operator is furnished with the
original, or acceptable photostatic or certified copy, of the re-
corded instrument of transfer; and no assignment or trénsfer of

any Royalty Interest subject hereto shall be binding upon the Work-
ing Interest Owner responsible therefor until the first day of the
calendar month after said Working Interest Owner is furnished with
the original, or acceptable photostatic or certified copy, of the

recorded instrument of transfer. -
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SECTION 23. ELTFFECTIVE DATE AND TERM: This agreement shall be-

come binding upon each party who executes or ratifies it as of the
date of execution or ratification by such party and shall become ef-
fective as of 7:00 o'clock a.m. of the first day of the month next
following:

(a) The execution or ratification of this Agreement and
the Unit Operating Agreement by Working Interest Owners owning a
combined unit part1c1patlon of at least 95 percent, and the execu-
tion or wratifiscatizsn of this ggreument by Royaity Owners owning a
combined interest of at least 75 percent of the Royalty Interest,
in said Unit Area; and

(b} The approval of this Agreement by the Secretary or
his duly authorized representative.,

(c) The filing for record in Eddy County, New Mexico,
of a certificate tc the effect that provision (a) and (b) of this
section have been complied with and stating further the effective
date and the location of the governmental agency officcs where
coplies of this agreement arc filed,

If (a), (b) and (¢) above are not accomplished on or be=-
fore January 1, 1964, this Agreement shall ipso facto expire on said
date (hevanaffnﬂ n=llcd “expiraiion date”) and thereafter be of
no further force or offect, unless prior thereto this Agreement has
been executed or ratified by Working Interest Owneprs owning a com-
bined unit participation of at least ninety (90%) percent, and the
Working Interest Owners owning a combined unit part1c1patlon of at
least ninety (90%) percent committed to this Agreement have decided
to extend said expiration date for a period not to exceed six (6)
months (hereinafter called "extended expiraticn date"), If said
expiration date is so extended and (a); (b) and (¢) are not ac-
complished on or before said extended expiration date, this agree-
ment shall ipso facto expire on said extended expiration date and
thereafter be of no further force and effect. Tor the purpose of
this Section, ownership shall be computed on the basis of unit
participation as determined from Exhibit "C" attached to the Unit
Operating Agreement,

The‘term of this Agreement shall be for and during the time
that Unitized Substances are produced in paying quantitiés from the
Unit Area and as long thereafter as drilling, reworking or other
operations (including secondary recovery operations) are prosecuted
thereon without cessation of more than ninety (90) consecutive days,
unless rooner terminated by Working Interest Owners in the manner
hereinafter provided.

This Agreement may be terminated with the approval of the

Director by Working Interest Owners owning ninety (90%) percent

unit participaticn whenever such Working 1 rest Owners determine
that Unit operatione are nc longer profitable, feasible or in the
interest of conservation, Notice of any such termination shall be

given by Unit Operator to all parties hereton.
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Upon termination of this Agreement, the further dJdevelopment and
operation of the Unit Area as a Unit shall be abandoned, Unit opera-
tio:rs shall cease, and thereafter the parties hereto shall be governed
by the terms and provisions of the leases and contracts affecting
the separate tracts.

If not otherwise covered by the leases unitized under this
Agreement, Royalty Owners hereby grant Working Interest Cwners a
period of six (6) months after termination of this Agreement in which
to salvage, sell, distribute or otherwiée dispose of the personal
property and facilities used in connection with Unit operations,

SECTION 24, RATE OF PROSPECTING, DEVELOPMENT AND PRODUCTION:

All production and the disposal thereof shall be in cenformity with
allocations and quotas made or fixed by any duly authoriz<d person
or regulatory body under any Federal or State statute., The Director
is hereby vested with authority toc alter or modify from time to time,
at his discretion, the rate of prospecting and development and with=
in the limits made or fixed by the Commission to alter or modify
the quantity and rate of productibn under this Agreement, such
authority being hereby limited to alteration or modification in the
public interest, the purpose thereof and the publi: interest to be
served thereby to be stated in the order of alteration or modifica-
tion,

Powers in this Section vested in the Director shall only be
exercised after notice to Unit Operator and opportunity for hearing
to be held not less than fifteen days from notice.

SECTION 25. NONDISCRIMINATION: In connection with the per=-

formance of work under this agreement, the operator agrees to comply
with all of the provisions of Section 301(1) to (7} inclusive, of
Executive Ori'er 10925 (26 F.R. 1377), which are hereby incorporated
by reference in this agreement.

SECTION 26. APPEARANCES: Unit Operator shali have the right

to appear for or on behalf of any and all interests affected hereby

N
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before the Department, and the Commission and to appeal from any
order issued under the rules and regulations of the Department, or
the Commission, or to apply for relief from any of said rules and
regulations or in any proceadings relative to operations before

the Department, or the Commission, or any other legally constituted
authority; provided, however, that any other interested party shall

also have the right at his or its own expenses to be heard in any
such proceeding.

SECTION 27. NOTICES: All notices, demands, objections or
statements required hereunder to be given or rendered to the parties
hereto shall be deemed fully given if made in writing and personally
delivered to the party or parties or sent by postpaid certified mail,
addressed to such party or parties at their respective addresses
set forth in connection with the signatures hereto or to the ratifi-
cation or consent hereof or to such other address as any such party
or parties may have furnished in writing to the parcty sending thc

notice, demand or statement.

SECTION 28, NO WAIVER OF CERTAIN RIGHTS: Nothing in this

Agreement'gontgined 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 rules or regulations
issued thereunder in any way affecting such party, or as a waiver
by any such party of any right beyond his or its authority to waive.

SECTION 29. UNAVOIDABLE DELAY: All obligations under this

Agreement requiring the Unit Operator to commence or continue second-
ary recovery operations or to operate on or produce Unitized Sub=-
stances from any of the lands covered by this Agreement shall be
suspended while, but only so long as the Unit Operator despite the
exercise of due care and diligence, is prevented from complying

with such obligations, in whole or in part, by strikes, acts of God,
Federal, State or municipal law or agency, unavoidable accident, un-

controllable delays in transportation, inability to obtain r=cessary
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materials in open market, or other matters beyond the reasonable
control of the Unit Operator whether similar to matters herein en-

umerated or not.

SECION 30, LOSS OF TITLE: In the event title to any tract of
unitized land shall fail so as to render the tract inoperable under

this Agreement and the true owner cannot be induced to join this

net
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Unit Agreement, such tract ghall be automatically wegardzd
ccmmitted hereto and there shall be such readjustment of future costs
and benefits as may be required on account of the loss of such title,
fn the event of a dispute as to title as to any Royalty, Working In-
terest or other interest subject thereto, payment or delivery on
account thereof may be withheld without liability or interest until
the dispute is finally settled; provided, that as :o Federal land
or leases, no payments of funds due the United States of America
shall be withheld, but such funds zhall be deposited as directed by
the Supervisor, to be held as unearned mcney pending final settlement
of the title dispute, and then applied as earned or returned in
accordance with such final settlement.

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

SECTION 31. NONJOINDER AND SUBSEQUENT JOINDER: If the owner

of any substantial interest in a tract within the Unit Area fails
or refuses to subscribe, ratify, or consent in writing to this Agree-
ment, the Working Interest Owner ih that tract who has executed or
ratified this Agreement may withdraw said tract from this Agreement
by written notice to the Director, and Unit Operator prior to the
effective date of this Agreement, Joinder by any Royalty Owner,

at any time, must be accompanied by appropriate joinder of the cor-
responding Working Interest Owner in order for the interest of such
Royalty Owner to be regarded as effectively committed. Joinder to
the Unit Agreement by a Working Interest Owner, at any time, must
be accompanied by appropriate joinder to the Unit Operating Agree-
ment in order for such interest to be regarded as effectivcly com-

mitted to this Unit Agreement.
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or gas interest in the Ynitized Formations underlying
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the Unit Area not committed hereto prior to submission of this Agreement
to the Director for final approval may thereafter be committed here-
to upon compliance with the applicable provisions of this Section
and of Section 14 (Tracts Qualified for Unit Participation) hereof,
l at any time up to the effective date hereof and for a period to
and including six {6) months thereafter, on the same basis of par-
ticipation as provided in said Section 14, by the owner or owners
Agreement and, if the interest is a Working Interest, by the owner
of such interest subscribing also to the Unit Operating Agreement.
It is understood and agreed, however, that from and after six
(6) months from the effective date hereof the right of subsequent
joinder as provided in this Section shall be subject to such require-
ments or approvals and on such basis as may be agreed upon by ninety
(90%) percent of the Working Interest Owners (based upon the per-
centages of participation in the Unit Arez), GSuch joinder by a
proposed Working Interest Owner must be evidenced by his execution
or ratification of this Agreement and the Unit Operating Agreement,

Such joinder by a proposed Royalty Owner must be evidenced by his

execution, ratification or consent of this Agreement and must be
consented to in writing by the Working Interest Owner respcnsible
for the payment of any benefits that may accrue hereunder in behalf
of such proposed Royalty Owner. Except as may be otherwise‘herein
provided, subsequent 3cinder to this Agreement shall be effective
at 7:00 a.m., as of the first day of the month following the filing
with the Supervisor of duly executed counterparts of any and all
documents necessary to establish effective commitment of any tract
or interest to this Agreement, unless objecticn to such joinder by
the Director is duly made within sixty (60) days after such filing.

SECTION 32. COUNTERPARTS: This Agreement may be executed in

any number of counterparts, no one of which needs to be executed by
all parties and may be ratified or consented to by separate instru=-

ment in writing specifically referring hereto, and shall be binding




upon all those parties who have executed such a counterpart, ratifie
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cation or consent hereto with the same force and affecct s
parties had signed the same document, and regardless of whether or
not it is executed by all other parties owning or claiming an in-
terest in the lands within the above described Unit Area.

SECTION 33. TAXES: Each party hereto shall, for its own
account, render and pay its share of any taxes levied against or

measured by the amount or value of the Unitized Substances produced

-y

rom Thé unitized land; provided, however, that if it is required
or if it be determined that the Unit Opeator or the several Working
Interest Owners must pay or advance said taxes for the account of
the parties hereto, it is hereby expressly agreed that the parties
so paying or advancing said taxes shall be reimbursed therefor by
the parties hereto, including Royalty Owners, who may be responsible
for the taxes on their respective allocated share of said Unitized
Substances. No such taxes shall be charged to *he United States

nor to any lessor who has a contract with a lessee which requires
his lessee to pay such taxes.

SECTION 34, CONFLICT OF SUFERVISION: Neither the Unit Operator

nor the Working Interest Owners, nor any of them, shall be subject
to any forfeiture, termination or expiration 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 provisions thereof to the extent that the
said Unit Operator or the Working Interest Owners, or any of them,
are hindered, 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 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 obtained. The parties hereto and the Com-

mission agree that all powers and authority vested in the Commission
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in and by any provisions of this Agreemert are vested in the Com-
mission and shall be exercised by it pursuant to the provisions
of the iaws of the State of New Mexico 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,

SECTION 35. BORDER AGREEMENTS: Subject to the approval of

the Supervisor , the Unit Operator, with concurrence =f zixzty
(60%) percent of the Working Interest Owners, based upon the per-
centages of participation in the Unit Area, may enter into a border
protection agreement or agreements with the Working Interest Owners
of adjacent lands along the boundaries of the Unit Area with res-
pect to the operations in the border area for the maximum ultimate
recovery, conservation purposes and proper protection of tlre parties

and interests,

SECTION 36. NO PARTNERSHIP: It is expressly agreed that tha

relation of the parties hereto is that of independent contractors
and nothing is uis_Agreement contained, expressed or implied, or
any operations conducted hereunder, shall create or be deemed to
create a partnership or association between the parties hereto or

any of thenm,

SECTION 37. OIL IN LEASE TANKAGE ON EFFECTIVE DATE; Unit

Operator shall make a proper and timely gauge of all lease and
other tanks within the Unit Area in order to ascertain the amount
of merchantable oil in such tanks, above the pipe line connections,
as of 7:00 a.m., on the effective date hereof, All such oil as is

a part of the prior allowable of the well or wells from which the
same was produced shall be and remain the property of the Working
Interest Owners entitled thereto the same as if the Unit had :»t
been formed, and suchﬂWorking Interest Owners shall promptly remove
said oil from the Unit Area., Any such oil not so removed may he

sold by the Unit Operator for the account of such Working Interest

11

Owners, subject to the payment of all Royalty to Royalty Owners
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2 provisions of the applicable lease or leases and




allowable of the well or wells from wn

| i be regarde

| : after the effective date hereof. 1If, as of the

Unitized S
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equipment,

placed by

interests

of , any tract js overproduced with respect 1o

Owners (subject to the provisions of Section 12).

other contracts. All such oil and gas as {s in excess of the prior

& which the same was produced shall

4 and treated the same &5 Unitized Substances produced

effective date herec-

the allowable of the

well or wells on that tract and the amount of such overproduction

% has been sold or otherwise disposed of y such over production shall
: 1e magarded and included as a part of the Unitized Substances pro-
;3 duced after the effective date hereof and the amount thereus charged
§ to such tract as having been delivered to the persons entitled to

ubstances allocated to such tract.

ON 38. PERSONAL PROPERTY EXCEPTED: All lease and well

materials, and other facilities heretofore or heveafter

any of the Working Interest Owners on the lands subject

to this Agreement shall be deemed to be and shall remain personal

v be removed by the Working Interest

property belonging to and may a

The rights and

therein as among Working Interest Owners are covered by

the Unit Operating Agreement.
IN WITNESS WHEREOF , the parties hereto have caused this Agree=

i ment to be executed and have set opposite their respective names

the date of execution.

APPROVED AS TO TEXACO Inc. -
Terms 4SW 7 - ’
Date: ﬁbnn-—_‘;@ﬁ“b By /’(///// .
: _ L Attorney-ln-Faé?:) i
) Addresss  p_ C. Box 3109
3 Midland . Texd S
UNIT OPERATOR AND WORKING INTEREST
"QWNER. '
Date: JOHN H. TRIGG

P

Addresss

~-28=
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: Date:
Date: &7-L=2
Date: £ 2/-63

Date: 8 —"k’(e E

Date:

Date: f—z‘ Zg:

1 vate:__J.2.- 62
]
Date:
W¥W,, ' o - -277

A, C. HOLDER%

WORKING INTEREST OWNERS.

A. M. ARNSTEIN

Addresss

LESTER STON

i,

4 Uhdoll, 4 (locdon/
Addresss &s L// ¢

Ye Do PAVTESON

/Mf{;’;——» .

Addressvcﬂ w. !Eif!l:é! éZ 62/#_’

__Jﬁﬁ;;{ﬁpud IR

Addresst 13,

Y

X

0. J. HOLDER

Addressg

B, D, CHAFFIN

s

Address:ve . i Clo,ds ,Xf&'_”:”gw .

C’»/L(’f-o_ 17‘ ~

Al g,,nz‘-v} o
p

M. G. CROSSLAND

~OLEN F. FEATHERSTONE

Address:
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Date:

ATTEST:

cecretary

Date:

A, N. ETZ

Address?

DEKALB AGRICULTURAL ASSOCIATION
By

Addresss

_ ROYALTY INTEREST OWNERS
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STATE OF TEXAS i
¥
COUNTY OF MIDLAND LB
- ,The foregoxng instrument was acknowledged before ne
this .5’ 2l day of “i./... s 1863, by /.0

Attorney-in-Fact for~ M EXACO LInC. y & Delaware corporat:.on, on
behalf of said corporation.

i

. \\'_J B2 e s v “‘a‘),; ._ /
My Ccmmn,ssxon Expu'es - ¢ Ca, AT s
S MNATY ! rongier Rotary. Pu BIlc in and ror Midiand.
J a2l County, Texas.
STATE OF k
i
COUNTY OF ]
The foregoing instrument was acknowledged before me
this day of v 1963, by John H., Trigg.

My Commission Expires:

Notary Pubiic 1in and for

County, .
STATE OF ]
|
COUNTY aOF ]
The foregou\g 1nstrument was acknowledged before me
this day of » 1963, by A, M. Arnstein,

My Commissinn Expires:

Notary Public in and for
County, .

STATE OF MNew Mexico

O ¥ WO

COUNTY OF Len
The foregoing instrument was acknowledged before me

this ,?‘A'— L day of ££$ pu s y 1963, by Lester Alston, and
Ms ée/ 2. /9/&‘)"04/, hrs wi Fe.

T County, 2. 7774

My Commission Expires: é 44
. otaryciﬁsflc 1gn ané %% Zz Z
__Q_@zz L2762

SIATE OF 7/XAS §
. ]
_COUNTY OF /litDEAND g
he foreg instrument was acknowledged before me
day of :. y 1963, by D. D. Patteson.
My Ccmmission Expires: «')}/{K/zunu/{,%ff;«w. B
7 P //_, _ Notary Publig in and Ior Alcsirisx
/ — = T ~  County, AP~ o
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. My ,_Commlssz.on Expires:

L e [ . i S
. .
B . 3
. ‘ '

STATE OF New Mexirco

L}
COUNTY OF Le# ;
) d.‘!’T .2 foregoing instrument was acknowledged before me
this 2 day of ,ﬁmgz‘ ’ 1963 sby A. C. Holder, #w?

Ruby £ Holder, his wife.
My Commission Expires: /

\;zm /Z /?47 i CountYQ <9 S99 /0 ° e

STATE OF

0
%
COUNTY OF §

The forego:mg instrument was acknowledged before me
this day of ° y 1963, by 0. J. Holder.

My Commission Expires:

Notary Public 1n and for
County, .

STATE OF Jew Mexico
COUNTY OF L ¢4 g

é,';I‘he foregolng 1nstr~ument was acknowledged before me

" this 4 day of ,yu,yz(.rf y 1963, by B. D. Chaffin,

Nermas Tesw Chaffw, his wife.
My Commission Expires:

- ’ o/ g&/ 252
_ ) Notary puaplic in ana for ‘;i.zﬂ
W‘_ County,’ _ 0. Z200er.

STATE OF ANew Metsco

§
|
COUNTY OF Les §

?,The foregoing instrument was acknowledged before me
this day of e @ e ST y 1963, by M. G. Crossland,

a2yd Zar L. C'rad’.r/ﬂzyo,’ his wife.

My Commission Expires:

._94@.{‘7/7: 1967 County,’ ‘2 Z2re

STATE OF /}/ew Mex reo ¥
!
COUNTY OF Le

o/T he foregoing instrument was acknowledged before me
2 day of é&i: gasZ y 1963, by C. C. Yearwood,sw~sd

fe.r.r £ yenrwood, d his wife.

M/Z/?A 4

=30~
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AND UNIT OPERATING AGREEME

INIYMN ANDITMT

RATIFICATION AND JOINDER
AR

= miees A
ARE LAKE 31 UNIT AGRERMENT
"ty
IR

The undersigned (whether one or more) hereby acknowledge receint
of a copy of the Unit Agreement for the Development and Operation of
the Square Lake 31 Unit Area embracing lands situated in Lddy County,
New Mexico, and a copy of the Unit Operating Agreement for the Develop-
ment and Operation of the Square Lake 31 Unit Area, Eddy County, New
Mexico, which said agreements are dated the 1lst day of May, 1963, and

asknowledge that they have read the same and are familiar with the

y

terms and conditions thereof. The undersigned &ilsc bezing the owners

of a leasehold, royalty or other interest in and to the lands or
minerals embraced in said Unit Area, as indicated orn the schedule
attached to said Unit Agreement as Exhibit."B". do hereby expressly

join said Unit and do hereby commit all of their said interest to the
Square Lake 31 Unit Agreement and Unit Operating Agreement, and do
hereby consent thereto and ratify all of the terms and provisions
thereof, exactly the same as if the undersigned had erecuted the
original of said Unit Agreement and Unit Operating Agreement or countera
parts thereocf,

IN WITNESS WHEREOF, this instrument is executed by the undersigned
as §f the,date’set forth in their respective ackpnowled ements;'
((Lm([ &Jﬁ)&lﬂ%lﬂdk LU Mo
7?@%&5#61— igkL54£RU(&I&¥ aaa. (& 00, ) ‘/ﬁﬂ/w;azz;;

STATE OF

PO PO I

COUNTY OF

The foregoing instrument was acknowledged before me this
day of s 1963, by ‘ N
for sy & corporation,

My Commission Expires:

Notary rublic

STATE OF NEW YORK 2
14
COUNTY OF NEW YORK |1

' The foregoing instrument was acknowledged before me this /< ‘< day

of August y 1963, by A. M. Arnstein & Adele M. ArnSTCIN, his wife
.. P I ° - , N
My Commission Explres: O, ‘ ]
‘ : . =T r—~— >7 N LA .
EDWARD DREITLEIN Notary Fublic

Notnry Public, Stata of New York
Na AUAO00450
Qualificd Iz Naweny Conniry
Certificate filed in New York Coudty
Commission Expires March 30, 1964
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RATIFICATION AND JOINDER
SQUARE LAKE 31 UNIT AGREEMENT
AND UNIT OPERATING AGREEMENT
The undersigned (whether one or more) hereby acknowledge receipt

of a copy of the Unit Agreement for the Development and Operation of
the Square Lake 31 Unit Area embracing lands situated in Eddy County,
New Mexico, and a copy of the Unit Operating Agreement for the Develop-
ment and Operation of the Square Lake 31 Unit Area, Eddy County, New
Mexico, which said agreements are dated the 1lst day of Mav. 1963. and
acknowledge that they have read the same and are familiar with the
terms and conditions thereof. The undersigned also being the owners
of a leasehold, royalty or other interest in and to the lands or
minerals embraced in said Unit Area, as indicated on the schedule
attached to said Unit Agreement as Exhibit "B", dc hereby expressly
join said Unit and do hereby commit all of their said interest to the
Square Lake 31 Unit Agreement and Unit Operating Agreement, and dz
hereby consent thereto and ratify all of the terms and provisions
thereof, exactly the same as if the undersigned had executed the

t+ and Unit Operating Agreement or counter=-

> *
of said Un

L]
origina Unit Agreemen

12l
parts thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned

/

'-77§,L1?£Lc&/q(? &:L/;/éidicg,/

as of the date set forth in their respectiv?/aqé§owledgements,.

rn- -

STATE OF X
_ X
COUNTY OF ¥
The foregoing instrument was acknowledged before me this
day of y» 1963, by . N
for » & corporation,

OR behall of said corporation.

My Commission Expires:

Notary Public

STATE OF NEW MEXICO ¥
¥
COUNTY OF  SANTA FE X

The foregoing instrument was acknowledged before me this 5th day
v°f August s 1863, byO, J. Holder and Mildred C. loldor, his wife

My Commission Expires: ) |
Neaclive. S AlenlU

B - g ) - 194 |
'Nﬂﬁmmﬁﬂmig“50¢zmlﬁﬁ “Notary Public
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‘of Auvg st , 1963, by

A ST . . - .
" - N S G S N

RATIFICATICN AND JOINDER
SQUARE LAKE 31 UNIT AGREEMENT

The undersigned (whether one or more) hereby acknowiedre receipt
of a copy of the Unit Agreement for the Development and Operation of
the Square Lake 31 Unit Area embracing lands situated in Eddy County,
New Mexico, which said agreement is dated the 1st day of May, 1963,
and acknowledge that they have read the same and are famili=z: ith the
terme 2an? ~zrnlitaions thereof. The undersigned also being the owners
of a royalty or other interest in and to the lands or minerals embraced
in said Unit Area, as indicated on the schedule attached to said Unit
Agreement aé Exhibit "B", do hereby expressly join said unit and do
hereby commit all of their said interest to the Square.Lake.3l Unit
Agreement and do hereby consent thereio and ratify all of the terms
and provisions thereof, exactly the same as if the undersigned had
executed the original of said Unif Agreement or counterparts thefeofo

IN WITNESS WHEREOF, this instrument is executed by the undersigned

as of the date set forth in their respective acknowledgements
| //7//%2:’

STATE OF I
X
COUNTY OF ]
The foregoxng instrument was acknowledged before me this
day Of [ 1950’ by - s
) for y & corporation,

on behairl of sald corporation.

My Commission Expires:

Notary Public

STATE OF (}f/n[é rnvif X
COUNTY OF .Los /%f"/"—"

The foregoing instrument was acknowledged before me this 220f‘day

. N,
My Commission Expires: % i/ 2; :”
4,57, c7 otary 1c -

/Ay ’ /zyﬁf
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‘day of Seytis éed/ _ , 1963, by qG

‘of , 1963, by

RATIFICATION AND JOINDER v
SQUARE LAKE 31 UNIT AGREEMENT '

The undersigned (whether one or more) hereby acknowledge receipt
of a copy of the Unit Agreement for the Development and Operation of
the Square Lake 31 Unit Area embracing lands situated in Eddy County,
New Mexico, which said agreement is dated the 1lst day of May, 1963,
and acknowledge that they have read the same and are familizr with the
terms and conditions thereof, The undersizncd aiso being the owners
of 2 gyaity or other interest in and to the lands or minerals embraced
in said Unit Area, as indicated on the schedule attached to said Unit
Agreement és Exhibit "B", do hereby expressly join said unit and do
hereby cammit all of their said interest to the Squaré Lake 31 Unit
Agreement and do hereby consent thereto and ratify all of the terms
and provisions thereof, exactly the same as if the undersigned had
executed the original of said Unit Agreement or counterparts thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersignéd

as of the date set forth in their respective acknowledgements.

ATTEST: s DﬁﬁAL&_AQ&IQH%%HBALnA§§S¢+IX£*~
2’?(2* 4 il BY. C @ Lt las |
Secretary yice President

’”M—

STATE OF #Q412q~¢¢d ¥
i
COUNTY OF ,3%%?9&4« i

I's
3N L

et

The foregoing instrument was acknow edgi?/before me this ‘,Rv
v L ] 3

& AUan 2t bt

My Commission Expires:

d
112 Lo %‘E%ﬁ"‘k/

STATE OF

i
¥
COUNTY OF X

The foregoing instrument was acknowledged before me this day

My Commission Expives:

Notary Public
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RATIFICATION AND JOINDER N, g.x {.« h
SQUARE LAKE 31 UNIT AGREEMENT e “O¢"
AND UNIT OPERATING AGREEMENT
The undersigned (whether one or'more) hereby acknowledse peceipt
of a copy of the Unit Agreement for the Development and Operation of
the Square Lake 31 Unit Area embracing lands situated in Eddy County,
New Mexicoy and a copy of the Unit Operating Agreement for the Develop
ment and Operation of the Square Lake 31 Unit Area, Eddy County, New
Mexico, which said agreemants are dated the lst day of May, 1963, and
acknowledge that they have read the same and are rfamiliar with tThe
terms and conditions -thereof. The undersigned also being the owner§
of a leésehold; royalty or other interest in and to the lands or
minerals ‘embraced in said Unit Area, as indicated on the schedule
attached o said Unit Agreement as Exhibit "B", do hereby expressly
join said Unit and do hereby commit all of their said interest to the
Sﬁuare Lake'al-qhit Agreement and Unit Operating Agreement, &nd do
hereby consent thereto and ratify ail of the terms and provisions

thereof, exactly the same as if the undersigned had executed the

original of said Unit Agreement and Unit Cperating Agreement
o parts thereof, , ‘ _
IN WITNESS WHEREGP, thie instrument is executed by the qndersigned
as of the date aet forth in their respectlve acknowledgementsa
| N [0 ///
G s N A Y
, . ‘ , e
, STATE OF I
H . ‘ .
*  COUNTY OF i
The foregoxng instrument was acknowledged before me this
day of _» 1863, by 'y
“for 3 & corporation,
. 'on beha of said corporation,
My Commission Expires:
: ‘ Notary Public
| STATE OF 415//
'COUNTY OF 3%144z222au4"

going instrument was acknoqledged befé? Afzx(fday
[%/ .1953’ by w 4‘/4&’ - .
,i f . N, Patteson. P

M sion Expires; /1%r’ )
’ (0, - [ L/Ot&¢/h~/ ’ééi/ A

l‘ \ fé 2 [' e’ 3 . : NoTary rublic




RATIFICATION AND JOINDER
SQUARE LAKE 31 UNIT AGREEMENT
AND UNIT OPERATING AGREEMENT
The undersigned (whether cne or.more) hereby acknowledge receipt
of a copy of the Unit Agreement for the Development and Operation of
the Square Lake 31 Unit Area embracing lands situated in Eddy County,
\ New Mexicoy and a coepy of the Unit Operating Agreement for tha Develop~
ment and Operation of the Square lLake 21 Uil{ Area, Eddy County, New
Mexico, which sald agreements are dated the lst day of May, 1963, and
acknowledge that they have read the same and are familiar with the
terms and conditions thereof. The undersigned also being the ownere
of a leasehold; royalty or other interest in and to the lands on
minerals embraced in said Unit Area, as inqicated on the schedule
attached to said Unit Agreement as Exhibit “B", do hereby expressly
join said Unit and do hereby commit all of their said interest to the

Squape Lake 31 U_i Agrecement and Unit Operating Agreement, and do

hereby consent thereto and ratify all of thc terms and provisicns
thaereof, exactly the same as if the undersigned had exccuted the
original of said Unit Agreement and Unit Operating Agreement or counter~

parts thereof.

v o A P AT R VA TR A 07

@ IN WITNESS WHEREOF, this instrument is executed by the undersigned

as of the date set forth in their respectlv nowledgements

,4/;:> //%7 LA///ﬁ }77— _ , /(Nﬁ,/J/f <T’zZ;LAa (7

~ 5

% , PARLINE V. TRIGG ’ ‘ JOHN H. TRICG
STATE OF I
? H
COUNTY OF i
The foregoing instrument was acknowledged before me this
day of y 1863, by 9
‘for y & corporation,

on benall of sald‘ccrporéff"h.

My Commission Expires:

Notary Public

STATE OF NEW MEXICO i
. ) i
COUNTY OF CHAVES 1

The foregoing i{nstrument was acknowledged before me this 2:&7 Aree
of SEPTEMBER » 1863. bv DrAUTINT V. TRLIGG AND JOHN E, TRICC 4
o - wife and husband,

|
i My Commission Expires: : /// ye
| X . y ’ . k/é; /y '/1/,71,‘/:/,;

February 13, 1966 ota“y Publlc )
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EXHIBIT

:m:

SCHEDULE SHOWING THE PERCENTAGE AND KIND OF OWNERSHIP

Square Lake 31 Unit Area, Eddy County, New Mexico, T-16-S, R-35.F
Serial Neo. & Basic rovalty Overriding Working Percent par-
Descrintion ho. of exp. date of ownership ¢ Lessee of Reovalry ¢ Interest ¢ ticivation of
of land Acres lease Dercentage record percentage percentage tract in unit
Federal Land
Sec. 3:
T-16-S,R=30T
Lots 3,4,5/2 153.53 NM-08529 U. S, -~ &12 Texaco Inc. A. N, Erz 5% Texaco Inc, 31.52513
NE/& EBF 100%
E/2 W/2 160,00 NM-0u712 U. S. - a1l John E. Trigg None John H, Trigg 29.15136
ER? 100%
SE/4 160,00 NM-0u323 Ve ¢ = 411 DeKalb Agric., Dekalb Agrie, A, M, Arastein 39.02381
EBP Assoc, Assoc., 12-1/2% 20%
Lester Alston
15%
D. D, Patteson
3,76%
A, C, Holder
41.8%
0. J, Holder
3.75%
B, D. Chaffin
3%
M, G. Crossland
3%
C. C, Yearwood
104
J Tederal tracts comprising 1o%al Unit ares of TITLI acres 100,00000%

S s e e ey




2 EXH1BIT "B"

' RECAPITULATION OF UNIT PARTICIPATION

Lester Alston 5.85353
1 A. M. Arnstein 7.,80470
B. D. Chaffin 1.17070 (5)
M. G. Crossland 1.17670 (5)
r A. C. Holder 16.,19476
0. J. Holder 1.46338
[ D. D. Patteson 1.46338
Texaco Inc, 31,62513
{ John H. Trigg 29.35136 '
C. C, Yearwood 3,90235
Total 100.00000%




CERTIFICATION - DETERMINATION

14-08-0001 856 8

Pursuant to the authority vested in the Secretary of
the Interior, under the act approved February 25, 1820,
41 Stat, 437, as amended, 30 U,S5.C. Secs, 181, et :7-To
and delegated to the Dlrector of the Geological Survey
pursuant to Departmental Order No. 2365 of October 8,
1947, I do hereby:

A. Approve the attached agreement for the develcpment
and operation of the Squars lake 21 Unit Ares, Eddy County,
State of New Mexico.

B, Certify and determine that the unit plan of develope
ment and operaticn contemplated in the attached agreesment is
necessary and advisable in the public interest for the pur-
pose of more properly conserving the natural resources,

_ C. Cert1fy and determine that the drllllng. producing,
rental, minimum royalty, and royalty requirements of all
Federal leases committed to said agreement are hereby es=
tablished, altered, changed, or revoked to conform with the
terms and conditions of this agreement.,

’ ~ .
_)MHTNGAﬁlpeqfop, Eni%ea Séages Eeologlcal Survey

Datea DEC 3 - 88
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UNIT AGREEMENT
FOR THE DEVELOPMENT AND CPERATION OF THE
SQUARE LAKE 31 UNIT AREA
EDDY COUNTY, NEW MEXICO

THIS AGREEMENT, entered into as of the 1lst day of May, 1963,
by and between the parties subscribing, ratifying or consenting
hereto, and herein referred to as "parties hereto",

WITNESSETH: That,

WHEREAS, the parties hereto are the owners of working, royalty
or other oil or gas interests in the Unit subject to this Agreement;
and

WHEREAS, the 0il Conservation Commission of the State of New
Mexico is authorized by law (Chap. 72, Laws of 1935, as amended by
Chap. 193, Laws of 1937, Chap. 166, Laws of 1941, and Chap. 168,
Laws of 1949) to approve this Agreement, and the conservation pro-
visions hereof; and‘

WHEREAS, the Mi February 25, 13920, (41 Stat.
437, as amended, 30 U.S.C. Sections 181 et seq.) authorizes Federal
lessees and their representatives to unite with each other or jointly
or separately with others in collectively adopting and operating a
co-operative 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 resources thereof whenever de-
termined and certified by the Secretary of the Interior to be neces=~
sary or advisable in thé public interest; and

WHEREAS, the parties hereto hold sufficient interests in the
SQUARE LAKE 31 UNIT AREA covering the land hereinafter described to
give reasonably effective control of operation thereinj; and

WHEREAS, it is the purpose of the parties hereto, to enable in=-
stitution and consummation of secondary recovery operations, conserve

natural resources, prevent waste and secure the other benefits ob-

tainable through development and operation of the area subject to

A —an

» - ® ., - - . L . ® P
£ AFrocment under tnie termws,., condltlons and iimitations necexn

set Irorthn.




NOW THEREFORE, in consideration of the premises and the promises
herein contained, the parties hereto commit to this Agreement their
entire respective interests in the below defined Unit Area, and
agrec severally among themselves as follows:

SECTION 1. ENABLING ACT AND REGULATIONS: The Mineral Leas=

ing Act of February 25, 1920, as amended, supra, and all valid,
pertinent regulations, including operating and unit plan regula-
tions, heretofore issued thereunder and valid, pertinent and reason-
able regulations hereafter issued thereunder are accepted and made
a part of this Agreement as to Federal lands, provided such regulae
tions 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 pro-
ducing operations, not inconsistent with the terms hereof or the
laws of the State in which the non-Federal land is located, are
hereby accepted and made a part of this Agreement.

ATTAN 5 TIAT T
v d LS A &

1 A
n &L o i £\

REA AND DEFINITIQNS: For the purpose of this

Agreement, the follcving terms and expressions as used herein shall

(a) "Unit Area" ‘s defined as thase lands specified on
Exhibit "A" hereof, and suc land is hereby designated and recognized
as constituting the Unit Areca; the lands described in said Exhibit
"A" are described as follows, to-wit:

Township 16 South, Range 30 East, New Mexico Principal Meridian

Section 31: Lots 3, 4, E/2 W/2, E/2

containing 553.53 acres, more or less, in Eddy County,
New Mexico.

{b) "Commission" is defined as the (il Conszrvation Come
mission of the State of New Mexico.

(c) "Director" is defined as the Director of the United
States Geological Survev,

(d) "Secretary" is defined as the Secretary of the Interior
of the United States of America.

(e) "Department" is defined as the Department of the
Interior of the United States of America.

(f) "Supervisor" is defined as the Supervisor, Branch of
0il and Gas Operations of the United States Geological Survey,

(g) "Premier Sand-Grayburg Formation" is defined and shall
mean that heretofore established underground reservoir, the top of

~

- g -

-



which is found at 2387 feet, and the base of which is found at 2745
feet, on the Gamma Ray Log of TEXACO Inc.; Etz Federal (NCT- 1) lease,
Well No. 1, located in the NW/4% SW/4 of Sectionrn 31, T-16-S, R-30-E,
insofar as the same lies within the Unit Area.

(h) "Unitized Formation" is defined as the portlon of the
Premier Sand-Grayburg Formation effectively committed to this Agree-
ment,

(i) "Unitized Substances" is defined as and shall mean
all oil, gas, gasecus substances, sulphur contained in gas, con=
densate, distillate and all associated and constituent liquids or
liquefiable hydrocarbons within or produced from the Unitized Formation.

(j) "WO“king Inter‘est" iS def'ihaﬂ an ‘:‘“; &-LEHL -co Seax\ch
for. pradnss =22 Lucguire Unitized Substances whether held as an
incident of ownershlp of mineral fee simple title, under an oil and
gas lease, or otherwise held.

(k) "Working Interest Owner" is defined as and shall mean
any party hereto owning a Working Interest, including a carried work=-
ing interest owner, holding an interest in Unitized Substances by
virtue of a lease, operating agreement, fee title or otherwise,
which interest is chargeable with and obligated to pay or bear,
either in cash or out of production, or otherwise, all or a portion
of the cost of drilling, developing and producing the Unitized Sub=~
stance from the Unitized Formation and operating thereof hereunder.

(1) "Royalty Interest" or "Royalty" is defined as an in=
terest other than a Working Interest in or right to receive a pecr-
tion of the Unitized Substances or the proceeds thereof and includes
the royalty interest reserved by the lessor by an o0il and gas lease
and any overriding royalty interest, o0il payment interest,net piro=-
fit contracts, or any other payment or burden which does not carry
with it the right to search for and produce Unitized Substances.,

(m) "Royalty Owner" is defined as and shall mean the owner
of a Royalty Interest,

(n) "Unit Operating Agreement” is defined as and shall
mean any agreement or agreements (whether one or more) entered into
(separately or collectively) by and between the Unit Operator and
the Working Interest Owners as provided in Section 10, infra, and
shall be styled “Unit Operating Agreement, Square Lake 31 Unit,
Eddy County, New Mexico".

(o) "Paying Quantities" is definec. as production of
Unitized Substances in quantities sufficient to pay for the cost of
producing same from wells on the unitized land.

(p) "Unit Manager" is 2c<fined as the person or corpora-
tion appointed by the Working Interest Owners to perform the duties
of the Unit Operator until the selection and qualification of a
successor Unit Operator as provided for in Section 9 hereof.

(g) "Cumulative 0il Production” is defined as that cum-
ulative volume of o0il produced and saved from each tract to April 1,
1962, insofar as such production was reported to the Commission.

(r) "Current 0il Production” is defined as that oil pro-
duced and saved during the pericd from October 1, 1961 to April 1,
1962 from each tract.

(s) "Tract" means each parcel of land described as such
and given a Tract number in Exhibit "B".
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SECTION 3, EXHIBITS: Exhibit "A" attached hereto is a map
showing, to the extent known to the Unit Operator, the Unit Area and
the boundaries and identity of tracts and leases in said Unit Area.
Exhibit "B" attached hereto is a schedule showing, to the extent
known to the Unit Operator, the acresge comprising each tract, per-
centage ownership of each Working Interest Owner in each tract, and
the percentage of participation each tract has in the Unit Area.
Hicwever, noihilng herein or 1in said schedule or map shall be con=-
strued as a representation by any party hereto as to the ownership
of any interest other than such interest or interests as are shown
in said map or schedule as owned by such party. Exhibits "A" and
"B" shall be revised by the Unit Operator whenever changes render
such revision necessary, and not less than six copies thereof shall
be filed with the Supervisor.

SECTION 4, EXPANSION: The above described Unit Area may when
practicable be expanded to include therein any additional tract or
tracts regarded as reasonably necessary or advisablie for the pur-
poses of this Agreement to conform with the purposes of this Agree-
ment. Such expansion shall be effected in the following manner:

(a) The Working Interest Owner or owners of a tract or
tracts desiring to bring such tract or traects into this Unit, shall
file an application therefor with Unit Operator requesting such
admission.

(b) Unit Operator shall circulate a notice to each Work-
ing Interest Owner of the proposed expansion, setting out the basis
for admiscsion, the unit participation to be assigned to such tract
or tracts, and other pertinent data. After negotiation (at Working
Interest. Owners' meeting or otherwise)if 90 percent of the Working
Interest Owners on the basis of unit participation have agreed to
such tract or tracts being brought into the Unit, then IInit Operator
shall:

(1) Prepare a notice of proposed expansion describ-
ing the contemplated changes in the boundaries of the Unit Area,
the reason therefor, the basis for admission of the additional tract
or tracts, the unit participation to be assigned thereto and the
proposed effective date thereof, preferably the first day of the
month subsequent to the date of notice; and

(2) Deliver copies of said notice to the Director,
and each working Interest Owner (mailing copy of such notice to
the last known addresk of each such Working Interest Owner) and
to the lessee and lessor whose interests are proposed to be com=-
mitted, advising such parties that thirty (30) days will be allowed

for submissdion to the Unit Operator of any objection to such pro-
posed expansionj and
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(3) File, upon the expiration of said¢ thirty (30)
day period as set out in (2) immediately above and provided that ob-
jecticns of not more than 10 percent of the Working Interest Owriers
have been filed thereto, with the Director the following: (a) Com-
prehensive statement as to mailing such notice of expansion; (b)

An aprlication for such expansion; and (¢) An instrument containing
the appropriate joinders in compliance with the participation re-
quirements of Section 14, infra.

The expansion shall, after due consideration of all pertinent

-information and upon approval by the D'rector, bacome eifective as

of the date prescribed in the notice thereof or on such othar datse
as set by the Director in the order or instrument approving such
expansion.

SECTION 5. CONTRACTION: When practicable, the Unit Area shall

be contracted to exclude land nov effectively committed to this Unit
Agreement whenever such contraction is necessary or advisable to
conform with the purposes of this Agreement. Such contraction should
be effected in the following manner:

(a) Unit Operator, with concurrence of at ieast 80 per-
cent of the Working Interest Owners, on the basis of unit participa-
tion, and with preliminary concurrence of the Director, shall prepare
a notice of contraction describing +he contemplated changes in the
boundaries of the Unit Area, the reasons therefor, and the proposed
effective date thereof, preferably the first day of a month gubse-
quent to the date of notice.

{b) Said notice shall be delivered to the Supervisor, and
coplies thereof mailed to the last known address of each Working
Interest Owner, lessee, and Royalty Owner whose interests are affect-
ed, advising that 30 days will be allowed for submission to the Unit
Operator of any objections,

(c) Upon expiration of the 30 day period provided in the
preceding item (b) hereof, Unit Operator shall file with the Super=-
visor, a comprehensive statement as to mailing of the notice of
contraction and 2 copy of any objections thereto which have been
filed with the Unit Operator, together with an application in suf-
ficient number, for approval of such contraction.

(d) After due consideration of all pertinent information,
the contraction, upon approval by the Direcor, shall become effec-
tive as of the date prescribed in the notice thereof,

SECTION 6. UNITIZED LANDS AND UNITIZELC SUBSTANCES: All oil

~and gas, including gaseous substances, sulphur contained in gas,

condensate, distillate, and all associated and constituent liquids
or liquefiable hydrocarbons, in the hereinabove described lands,
committed to this agreement, as to the Premier Sand-Grayburg for-

mation, together with pertinent surface rights, are unitized under
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the terms of this agreement and herein are called "unitized sub=
stances", and said lands shall constitute lands referred to herein
as "unitized lands" or "lands subject to this agreement",

SECTION 7. UNIT OPERATCR: TEXACO Inc,, a Delaware corporation,

is hereby designated as Unit Operator, and by signing this instru-
ment as Unit Operator it agrees and consents to accept the duties
and obligations of Unit Operator for the operatisn, Jdzvelopment

and production of Unitized Substances as herein provided. Whenever
reference is made herein to the Unit Operator, such reference means
the Unit Operatcr acting in that capacity and not as an owner of
interests in Unitized Substances, and the term "Working Interest
Owner" when used herein shall include or refer to Unit Operator as
the owner of a Working Interest when such an interest is owned by
it,

SECTION 8., RESIGNATION OR REMOVAL OF UNIT OPERATOR: Unit -

Operator shall have the right to resign at any time; but such
resignation shall not become effective so as to release Unit
Operctor from the duties and obligations of Unit Operator and
terminate Unit Operator's rights as such for a period cf six (6)
months after written notice of intention to resign hat been given
by Unit Operator to all Working Interest Owners and the Director,
unless a new Unit Operator shall have taken over and assumed the
duties and obligations of Unit Operator prior to the expiration
of said period.

The Unit Operator may, upon default or failure in the per-
formance of its duties or obligations hereunder, be subject to re-
moval by 75 percent of the committed Working Interest Owners {(on
the basis of Unit participation) exclusive of the Working Interest
Owner who is the Unit Operator. Such removal shall be effective
upon notice thereof to the Director.

In all such instances of resignation or removal, until a
successor o Unit Operator is selected and approved as hereinafter

provided, the Working Interest Owners shall be jointly responsible

P




for the performance of the duties of the Unit Operator and shall,
not later than thirty (30} days before such resignation or removal
becomes effective, appoint a Unit Manager to represent them in any
action to be taken hereunder,

The resignation or removal of Unit Operator under this Agree-
ment shall not terminate its right, title or interest as the owner
of 2 Wonkine Tnterest or other interest in Unitized Substances, but
upon the resignation or removal of Unit Operator becoming effective,
such Unit Operator shall deliver possession of all equipment, books,
and records, materials, appurtenances and any other assets, used in
conducting the Unit operations and owned by the Working Interest
Owners (including any and all data and information which it might
have gained or assembled by reason of its operation of the Unit
Area) to the new duly qualified successor Unit Operator or to the
Unit Manager if no such new Unit Operator is elected, to be used
for the purpose of conducting Unit operations hereunder. Nothing
herein shall be construed as authorizing removal of any material,
equipment and appurtenances needed for the preservation of any wells,
Nothing herein contained shall be construed to relieve or discharge
any Unit Operator who resigns or is removed hereunder for any lia-
bility or duties accruing or performable by it prior to the effec-

tive date of such resignation or removal,

SECTION 9. SUCCESSOR UNIT OPERATOR; Whenever the Unit Opera-
tor shall tender its resignation as Unit Operator or shall be removed
as hereinabove provided, the Working Interest Owners shall by affirma-
tive vote of at least 55 percent of their voting interests, based
upon the percentages of participation assigned to tracts in the Unit
Area, select a successor Unit Operator, provided, however, that should
any Working Interest Owner own a voting interest of more than 45
percent, the vote of said party sh@fll not serve to disapprove the
selection of a new Unit Operator approved by 80 percent or more of
the voting interests of the remaining Working Interest Oﬁners, and

provided further that the Unit Operator shall not vote to succeed
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himself., Such selection shall rnot become effective until (a) a
Unit Operator so selected shall accept in writing the duties and
responsibilities of Unit Operator, and (b) the éelecﬁion shall

have been filed with the Supervisor. If no»éuccessor Unit Operator
or Unit Manager is selected and qualified as herein provided, the
Director, at his election; may declare this Agreement terminated.

SFCTTON 10. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT:

Costs and expenses incurred by Unit Operator in conducting Unit
operations hereunder shall be paid, apportioned among and borne

by the Working Interest Owners in accordance with the Unit Operat-
ing Agreement., Such Unit Operating Agreemeﬁt shall also provide the
manner in which the Working Interest Owners shall be enkitled to
receive their respective proportionate and allocated share of the
benefits accruing hereto in conformity with their underlying operat-
ing agreements, leases or other independent contracts and such other
rights and obligations as between Unit Operator and the Working
Interest Ow.iers as may be agreed upon by the Unit Operator and the
Working Interest Owners; however, no such Unit Operating Agreement
shall be deemed either to modify any of the terms and conditions of
this Unit Agreement or to relieve ithe Unit Operator of any right or
obligation establisl<? under this Agreement, and in case of any
inconsistency or conflict between this Agreement and the Unit Operat-
ing Agreement, this Agreement shall prevail, Three true copies of
any Unit Operating Agrcement executed pursuant to this Section shall
be filed with the Supervisor, prior to approval of this Agreement,
and thereafter promptly after any revision or amendment.

SECTION 11. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR: Except

~ as otherwise specifically provided herein; the exclusive right,

privilege and duty of exercising any and all rights of the parties
hereto which are necessary or convenient for prospecting for, produc-
ing, storing, allocating and distributing the Unitized Substances
are hereby delegated to and shall be exercised by the Unit Operator

as herein provided. Acceptable evidence of title to said rights
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shall be deposited with said Unit Operator, and together with this
Agreement, shall constitute and define the rights, privileges and
obligations of Unit Operator. Nothing herein, however, shall be
construed to transfer title to any land or to any lease or opecrating
agreement, it being understood that under this Agreement the Unit
Operator, in its capacity as Unit Operator, shall exercise the

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

SECTION 12. PLAN OF OPERATIONS: It is recognized and agreed

by the parties hereto that all of the land subject to this Agree-
ment is reasonably proved to be productive of Unitized Substances
in paying quantities and that the object and purpose of this Agree-
ment is to formulate and to put into effect a secondary recovery
project in order to effect additional recovery of Unitized Sube
stances, prevent waste and conserve natural recources., The parties
hereto agree that the Unit Cperator may, subject to the consent and
lJan of op the Wo
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eration by

~

approval of a

ye)

the Superviscr, inject into the Unitized Formation, through any

well or wells completed therein, brine, water, air, gas, oil, lique-
fied petroleum gas, and any other substance or a combination oi any

of said substances, whether produced from the Unit Area or not, and
that the location of input wells and the rater of injection therein
and the rate of prcduction shall be governed by standards of good
geologic and petroleum engineering practices and conservation methods,
After commencement of secondary operations, Unit Operator shall fur-
nish the Supervisor monthly, injection and production reports for

each well in the Unit. The Working Interest Owners and the Supervisor,

shall be furnicshed pericdical reports on the progress of the plan

uy h potel
of operation and any revisions or changes thereto; provided however,
that any major revisions of the plan of operation involving a basic
deviation from the initial plan of operation shall be subject to

the consent and approval of the Working Interest Owners and the

Supervisor.




The initial plan of operation shall be filed with the Supervie
sor concurrently with the filing of this Unit Agreement for final
approval. Said initial plan of operation and all revisions thereof
shall be as complete and adequate as the Supervisor may determine
to be necessary for timely operation consistent herewith, Reasonable
diligence shall be exercised in complying with the obligations of
the approved plan of operation,

NMotwithstanding anyihing Lo ihe contrary herein contained, the
Unit Operator shall commence secondary recovery operations on the
Unit Area tithin six (6) months after the effective date of this
Agreement, or any extension thereof app.soved by the Director, or
this Agreement shall terminate automatically, in which latter event
Unit Operator shall notify all interested parties. After such opera-
tions are commenced, Unit Operator shall carry on such operations
as would a reasonably prudent operator under the same or similar

circumstances,

SECTION 13, TRACT PARTICIPATION: 1In Exhibit "B" attached here-

to, there are listed and numbered the various tracts within the Unit
Area and set forth opposite each tract is a figure which represents
he percentage of participation allocated to each tract in the Unit
Area calculated on 100 pe cent tract commitment. The participétion

percentage of each tract was determined as follows:

Participation
Percentage of = 92% (Tract Cumulative 0il Production)
Each Tract o {Unit Area Adjusted Cumulative U1l Production)

pius 8% (Tract Current 0il Production)
lUnlE Area current 01l rroduction)

However, if the Unit Agreement is apprecved with less than 100 per-
cent tract comiitment, said participation percentage shall be revised
to fit the commitment status as of the effective date hereof, and
thereafter, as needed pursuant to Section 15 (Allocation of Unitized

Substances).
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SECTION 14. TRACTS QUALIFIED FOR UNIT PARTICIPATION: On and

after the effective date hereof the tracts within the Unit Area which
shall be entitled to participation in the production of Unitized
Substances therefrom shall be those tracts within the Unit Area and
more particularly described in said Exhibit "B" that are qualified

as follows:

(a) Each and all of those tracts as to which Workiug ii-
terest Owners owning 100% of the Working Interest in said tract and
Royalty Owners owning 100% of the Royalty Interest in said tract
have subscribed, ratified or consented to this Agreement; and

(b) Each and all of those tracts as to which Working In-
terest Owners owning not less than 95% of the Working Interest there-
in and Royalty Owners owning not less than 75% of the Royalty Interest
therein have executed this Agreement, and in which the Working In-
terest Owners in said tract who have executed this Agreement have
agreed to indemnify and hold harmless all other parties hereto, in
a2 manner satisfactory to 85% of the Working Interest Owners qualified
under (a), against any and all claims and demands that may be made
by the nonjoining Working Interest Owners or Royalty Owners, or both,
on account of the commitment and joinder of such tract to the Unit
Agreement, and operation thereof under such conditions on the basis
herein provided, and as to which 85% of the Working Intercst QOuwners
qualified under (a), exciusive of thc Weorking Interest Owner sube

mitting such tract, have approved the commitment of such tract to
this Unit Agreement.

If, on the effective date of this Agreement, there is any tract
or tracts which have not been effectively committed to or made sub=
ject to this Agreement by qualifying as above provided, ther =uch
tract or tracts shall not be entitled to participate hereund<y. Unit
Operator shall, when submitting this Agreement for final approval
by Director, file therewith or as soon thereafter as practicable,

a schedule of those tracts which have been committed and made sub-
ject to this Agreement and are entitled to participate in the pro-
duction from the Unit Area hereunder. Said schedule shall set
forth opposite each such committed tract the lease number or assigne
ment number, the owner of record of the lease, and the percentages
of participation of such tract which shall be computed according

to the participation formula set out in Section 13 (Tract Partici=-
pation) above. This schedule of participation shall be a part of
Exhibit "B" and upon approval by the Supervisor shall become a part
of this Agreement and shall govern the allocation of production of
Unitized Substances until a new schedule is approved by the Supervi-
sor ¢ the Director. N
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SECTION 15. ALLOCATION OF UNITIZED SUBSTANCES; All Unitized

Substances produced and saved (less, save and except any part cf

such Unitized Substances used in conformity with good operating

"3

ractices on unitized land for drilling, operating, camp, and other
production or development purposes and for pressure maintenance or
unavoidable loss) shall be apportioned among and allocated to the
comniiied iracis witihin Lie Unit Area in aceoidauts with ths Dsos-
pective tract participation effective hereunder during the respective
periods such Unitized Substances were produced, as set forth in the
schedules of participation in Exhibit "B"., The amount of Unitized
Substances so allocated to each tract, and only that amount, (regard-
less of whether it be more or less than the amount of the actual
~sroduction of Unitized Substances from the well or wells, if any,

on such tract) shall, for all intents, uses and purposes, be deemed

to have been produced from such tract.

..
The Unitized Substances alleccated to sach +r

tributed among, or accounted for to the parties executing, consenting
to or ratifying this Agreement entitled to share in the production
from such tract in the same manner, in the same proportions, and upon
the same conditions, as they would have participated and shared in
the production from such tracts, or in the proceeds thereof, had
this Agreement not been entered into; and with the same legal force
and effect.

No tract committed to this Agreement and qualified for participa—
tion as above provided shall be-subsequently excluded from participa;
tion hereunder on account of depletion of Unitized Substances and
nothing herein contained shall be construed as requiring any retro-
active adjustment for production obtained prior to the effective
date of the juinder of any tract.

If the Working Interest and the Royalty Interest in any tract
are divided with respect to separate parcels or porticns of such
tract and owned severally by different persons, the percentage par-
ticipation assigned to such tract shzll, in the absence of a record-

. - y A .
shla inetrmimant avanuted 'hy a2all ~Aumnmers and furnished to Unit Oper‘ator‘
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fixing the divisions of cwnership, be divided among such parcels
or portions in proportion to the number of surface acres in each.
The Unitized Substances allocated to each tract shall be de-
livered in kind to the respective Working Interest Owners and
parties entitled thereto by virtue of the ownership of oil and
gas rights therein or by purchase from such owners, Each working
Interest Owner and the parties entitled theretoc shall have the
continuing right to receive such production in kind at a common
point within the Unit Area and to sell or dispose of the same as
it sees fit. Each such party shall have the right to construct,
maintain and operate all necessary facilities for that purpose
on unitized land, provided the same are so constructed, maintained
and operated as not to interfere with operations carried on pur-
surant hereto. Subject to Section 16 hereof, any extra expenditure
incurred by Unit Operator by reason of the delivery in kind of any
portion of the Unitized Substances shall be borne by the
receiving the same in kind. In the event any party hereto shall
fail to take or otherwise adequately dispose of its proportionate
share of the production from the Unit Area currently as and when
produced, then so long as such conditions continue, Unit Operator,
for the account and at the expense of such party and in order to
avoid curtailing the operation of the Unit Area, may sell or other-
wise dispose of such production to itself or others on a day-to-day
basis at not less than the prevailing market price in the area for
like production, and the account of such party shall be charged

therewith as having received such production. The net proceeds,

}.l

f any, of the Unitized Substances so disposed of by Unit Operator
shall be paid to the party entitled thereto,

Any party receiving in kind or separately disposing of all or
any part of the Unitized Substances allocated to any tract, or re=
ceiving the proceeds therefrom if the same is s»21ld or purchased by
Unit Operator, shall be responsible for the payment of ail Royalty

on the lease or leas~s and tracts contributed by it and received
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into the Unit, and each such party shall hold each other party here-
to harmless against ail claims, demands and causes of action for
such Royalty on the lease or leases and tracts contributed by it

and received into the unitized land.

If, after the effective date of this Agreement, there is any
tract or tracts that are subsequently committed hereto, as provided
in Section 4 (Expansion) hereof, or any tract or tracts within the
Unit Area not committed hereto as of the effective date hereof but
which are subsequently committed hereto under the provisions of
Section 31 (Nonjoinder and Subsequent Joinder), or if any tract is
excluded from the Unit Area as provided for in Section 30 (Loss of
Title), the schedules of participation as shown in Exhibit "B",
subject to Section 13 (Tract Participation) or Section 31 (Nonjoinder
and Subsequent Joinder), whichever is appropriate, shall be revised
by the Unit Operator and distributed to the Working Interest COwners,
the Supervisor, and the Director to show the new percentages of par-

ticipation of all the then effectively committed tracts; and the

[€2]

revised schedules, upon approval by thc Supcrvicsr or the Director,
shall govern all the allccation of production from and after the

effective date thereof until a new schedule is so approved. In any
such new schedule, the Tract Participation of the previously quali-

fied tracts shall remain in the same ratio one to the other.

SECTION 16, ROYALTY SETTLEMENT: Ihe United States of America

and all Royalty Owners who, under an existing contract, are entitled

to take in kind a share of the substances produced from any tract
unitized hereunder, shall continue to be entitled to such right to
take in kind their share of the Unitized Substances allocated to such
tract, and Unit Operator shall make deliveries of such Royalty share
taken in kind in conformity with the applicable contracts, laws and
regulations. Settlement for Royalty Interest not taken in kind

shall be made by Working Interest Owners responsible therefor under

existing contracts, laws and regulations, on or before the last day




of each month for Unitized Substances produced during the preceeding
calendar month; provided, however, that nothing herein contained
shall operate to relieve the lessees of any land from their respec-
tive lease obligations for the payment of any Royalty due under their
leases, except that such Royalty shall be computed in accordance

with the terms of this Unit Agreement.

If gas obtained from lands not subject to this Agreement is
introduced into the Unitized Formation, for use in repressuring,
stimulation of production or increasing ultimate recovery in con-
fcrmity with a plan approved pursuant to Section 12 (Plan of
Operations), a like amount of gas, less appropriate deductions for
loss from any cause, may be withdrawn from the Unitized Yormation,
Royalty free as to dry gas but not as to the products extracted
therefrom; provided such withdrawal shall be pursuant to such con-
ditions and formulas as mnay be prescribed or approved by the Super-
visor and provided further that such right of withdrawal shall
terminate as of the effective date of termination of the Unit Agree-
ment. If liquefied petroleum gases obtained from lands or formations
not subject to this agreement be injected into the unitized land for
the purpose of increasing ultimate recovery, which shall be in con=-
formance with a plan first approved by the Supervisor, part or all
of such liquefied petroleum gases may be withdrawn royalty free
pursuant to such conditions and formulas as may be prescribed or
approved by the Supervisor.,

Royalty due the United States of America and the other Royalty
Owners hereunder shall be computed and paid on the basis of all Uni=
tized Substances allocated to the respective tract or tracts com-
mitted hereto, in lieu of actual production from such tract or tracts,

Each Royalty Owner (other than the United States of America)
that executes this Agreement represents and warrants that it is the
owner of 2 Royalty Interest in a tract cr» tracts within the Unit
Area as its interest appears in Exhibit "B" attached hereto. If

any Royalty Interest in a tract or tracts should be lost by title




faiiure or otherwise in whole or in part, during the term of this
Agreement, then tlie Royalty Interest of the party representing him-
self to be the owner thereof shall be reduced proportionately and
the interest of all parties ghall be adjusted accordingly.

SECTION 17. RENTAL SETTLEMENT: Rentals or minimum royalties

due on ieases committed hereto shall be paid by Working Interest
Owners responsible therefor under existing contracts, laws and
regulations, provided that nothing herein contained shall operate
to relieve the lessees of any land froq their respective lease
obligations for the payment of any rentals or minimum royalty in
lieu thereof, due under their leases. Rental or minimum royalty
for lands of the United States of America subject to this Agree-
ment shall be paid at the rate specified in the respective leases
from the United States of America, unless rental or minimum réyalty
is waived, suspended, or reduced bv law or by approval of the Sec-
retary or his duly authorized representative.

SECTION 18, 'CONSERVATION: »Qperations hereunder and prcdustion

of Unitized Substances shall be conducted to provide for the most
economical and efficient recovery of said substances without waste,
as defined by or pursuant to Federal and State laws and regulations.
SECTION 19, DRAINAGE: The Unit Operator shall take appropriate
and adequate measurec +tc prevent dralinage of Unitized Substances
from unitized land by wells on land rot subject to this Agreement
or, with consent of the Director, pursuant to applicable rggulations,
pay a fair and reasonable compensatory royalty as determined by the
Supervisor.

SECTION 20, LEASES AND CONTRACTS CONFORMED AND EXTENDED: The

terms, conditions and provisions of all leases, subleases and other
contracts relating to ex rillingydevelopment or opera-

tion for ©il or gas on lands committed to this Agreement are hereby
expressly modified and amended to the extent necessary to make the

same conform to the provisions hereof, but otherwise to remain in

£::717 Frirmo =anA ACf
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the Secretary by his approval hereof, or by the approval hereof by
his duly authorized representatives, does hereby establish, siter,
change or revoke the drilling, producing, rental, minimum proyalty
and royalty requirements of Federal leases committed hereto and the
regulations in respect thereto to conform said requirements to the
provisions of this Agreement.

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

with the following:

(a) The development and operation of lands subject to
this Agreement under the terms hereof shall be deemed full perfor-
mance of all obligations for development and operation with respect
to each and every part or separately owned tract subject to this
Agreement, regardless of whether there is any development of any
particular part or tract of the Unit Area, notwithstanding anything
to the contrary in any 1ease, operating agreement or other contract
by and between the parties hereto, or their respective predecessors
in interest, or any of them.

(b) Drilling, producing or secondary recovery operations
erformed hereunder upon any tract of unitized lands shall be ac-
epted and deemed to be performed upon and for the benefit of each
and every tract of unitized land, and r.o lease shall be deemed to
expire by reason of failure to drill or produce wells situated on
land therein embraced.

{c) Suspension of drilling or producing operations on
all unitized lands pursuant to direction or consent of the Secretary
or his culy authorized representative. shall be deemed to constitute
such suspension pursuant to such direction or consent as to each
and every tract of unitized lands.

(d) Each non-Federal lease, sublease, or contract relating
to the exploration, drilling, development or operation for oil and
gas which by its terms might expire prior to the termination of this
Agreement, 1s hereby extended beyond any such term so provided there=-
in, so that it shall be continued in full force and effect for and
during the term of this Agreement,

(e} Apy 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 tédrmination hereof, Any other Federal
lease committed hereto shall continue in force beyond the term so
provided therein or by law as to the committed land so long as such
land remains committed hereto, or in the event actual drilling
operations ara commenced on unitized land, in accordance with the
provisions of this Agreement, prior to the end of the prlmary term
of such lease and are being d111gent1y prosecuted at that tlme,
such lease shall be extended for two years and so long thereafter
as oil or gas is produced in paylrg quantltles in accordance with
the provisions of the Mineral Leasing Act Revision of 1960,

(f) Each sublease or contract relating to the operation
and development of unitized substances from lands of the United
States committed to this agreement, which by its terms would ex-
pire prior to the time at which the underlying lease, as extended
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by the immediately preceeding paragraph, will expire, is hereby ex-
tended 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) The segregation of any Federal lease committed to this
Agreement is governed by tiie following provision in the fourth para-
graph of Section 17 (j) of the Mineral Leasing Act as amended by the
Act of September 2, 1960, (74 Stat. 781, 784): "Any [Federal] lease
hereafter committed to any such plan [unit)] embracing lands that are
in part within and in part outside of the area covered by any such
plan shall be segregated into separate leases as to the lands com-
mitted and the lands not committed as of the effective date of
unitization: Provided, however, That any such lease as to the non=-
unitized portion shall continue in force and effect for the term
thereof but for not less than two years from the date of such seg-
regation and so long thereafter as oil or gas is produced in pay=-
ing quantities".

SECTION 21. CORRECTION OF ERRORS: It is hereby agreed by all

parties to this agreement that Unit COperator is empowered to correct
any mathematical or clerical errars which may exist in the pertinent
exhibits to this agreement; provided, however, that correction of

any error other than mathematical or clerical shall be made by Unit
Operator only after first having obtained approval of Working interest
Owners; and the Supervisor,

SECTION 22. COVENANTS RUN WITH LAND2. The covenants herein

shall be construed to be covenants running with the land with res-
pect to the interest of the parties hereto and their successors in
interest until this Agreement terminates, and any grant, transfer
or conveyance of interest in land or leases subjecf hereto shall be
and hereby is conditioned upon the assumption of all privileges and
obligations hereunder by the grantee, transferee or other successor
in interest. No assignment or transfer of any Working Interest
sub’=ct heretc shall be binding upon Unit Operator until the first
day of the calendar month after Unit Operator is furnished with the
original, or acceptable photostatic or certified copy, of the re-
corded instrument of transfer; and no assignment or trénsfer of

any Royalty Interest subject hereto shall be binding upon the Work-

f the

*

ing Interest Owner responsibie therefor until the first day
calendar month after said Working Interest Owner is furnished with
the original, or acceptable photostatic or certified copy, of the

recorded instrument of transfer,
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SECTION 23. EFFECTIVE DATE AND TERM: This agreement shall be-

come binding upon each party who executes or ratifies it as of the
date of execution or ratification by such party and shall become ef-
fective as of 7:00 o'clock a.m., of the first davy of the month next
following:

(a) The execution or ratification of this Agreement and
the Unit Operating Agreement by Working Interest Owrers owning a
combined unit participation of at least 95 percent, and the execu-
ticn or ratification ¢f this agreement by Royalty Owners owning a
combined interest of at least 75 percent of the Royalty Interest,
in said Unit Areaj; and

(1) The approval of this Agreement by the Secretary or
his duly authorized representative.

(¢) The filing for recora in Eddy County, New Mexico,
of a certificate to the effect that provision (a) and (b) of this
section have been complied with and stating further the effective
date and the location of the governmental agency offices where
copies of this agreement are filed,

If (a), (b) and (c) above are not accomplished on or be=-
fore January 1, 1964, this Agreement shall ipso facto expire on said
date (hereinafter called “expiration date") and thereafter be of
no further force or effect, unless pricr thereto this Agreement has
been executed or ratified by Working Interest Owners owning a com-
bined unit participation of at least ninety (90%) percent, and the
Working Interest Owners owning a combined unit participation of at
least ninety (90%) percent committed to this Agreement have decided
to extend said expiration date for a period not to exceed six (6)
months (hereinafter called "extended expiration date")., If said
expiration date is so extended and (a), (b) and (¢) are not ac-
complished on or before said extended expiration date, this agree-
ment shall ipso facto expire on said extended expiration date and
thereafter h=2 of no furnther force and effect. For the purpose of
this Section, ownership shall be computed on the basis of unit
participation as determined from Exhibit "C" attached to the Unit
Operating Agreement.

The term of this Agreement shall be for and during the time
that Unitized Substances are produced in paying quantities from the
Unit Area and as long thereafter as drilling, reworking or other
operations (including secondary recovery operations) are prosecuted
thereon without cessation of more than ninety (90) consecutive days,
unless sooner terminated by Working Interest Owners in the manner
hereinaf ter provided.

This Agreement may be terminated with the approval of the
Director by Working Interest Owaners owning ninety (90%) percent -
unit partinipation whenever such Working Interest Owners determine
that Unit operations are no longer profitable, feasible or in the
interest of conservation. Notice of any such termination shall be
zivin by unit uperator to all parties hereto.
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Upon termination of this Agreement, the further development and
operation of the Unit Area as a Unit shall be abandoned, Unit opera-
tions shall cease, and thereafter the parties hereto shall be governed
by the terms and provisions of the leases and contracts affecting
the separate tracts.

If not otherwise covered by the leases unitized under this
Agreement, Royalty Owners hereby grant Working Interest Owners a
period of six (6) months after termination of this Agreement In which
to salvage, sell, auaistribute or otherwiée dispose of the personal
property and facilities used in connection with Unit operations.,

SECTION 24. RATE OF PROSPECTING, DEVELOPMENT AND PRODUCTION:

All production and the disposal thereof shall be in conformity with
allocations and quotas made or fixed by aiy duly authorized person
or regulatory body under any Federal or State statute., The Director
is hereby vested with authority to alter or modify from time to time,
at his discretion, the rate of prospecting and development and with=
in the limits made or fixed by ‘he Commission to alter or modify
the quantity and rate of production under this Agreement, such
authority being hereby limited to alteration or modification in the
public interest, the purpose thereof and the public interest to be
Sserved thereby to be stated in the order of alteration or modifica-
tion,

Powers in this Section vested in the Director shall only be
exercised after notice to Unit Operator and cpportunity for hearing
to be Leld not less than fifteen days from notice,

SECTION 25. NONDISCRIMINATION: In connection with the per=

formance of work under this agreement, the operator agrees toc comply
with all of the provisions of Section 301(1)-to (7) inclusive, of
Executive Order 10925 (26 F.,R., 1977), which are hereby incorporated
by reference in this agreement,

SECTION 26, APPEARANCES: Unit Operator shall have the right

to appear for or on behalf of any and all interests affected hereby
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before the Department, and the Commission and to appeal from any

order issued under the rules and regulations of the Department, or

the Commission, or to apply for relief from any of said rules and

regulations or in any proceedings relative to operations before

the Department, or the Commission, or any other legally constituted
| authority; provided, however, that any other interested party shall
also have the right at his or its own expenses to be heard in any
such proceeding.,

SEC<ION 27, NOTICES: All notices, demands, objections cr
stater.ents required hereunder to be given or rendered to the parties
hereto shall be deemed fully given if made in writing and personally
delivered to the party or parties or sent by postpaid certified mail,
addressed to such party or parties at tl.ieir respective addresses
set forth in connection with the signatures hereto or to the ratifi=-
cation or consent hereof or to such other address as any such party
or parties may have furnished in writing to the party sending the
notice, demand or statement,

SECTION 28. NO WAIVER OF CERTAIN RIGHTS: Nothing in this
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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 rules or regulations
issued thereunder in any way affecting such party, or as a waiver
by any such party of any right beyond his or its authority to waive,

SECTION 29, UNAVOIDABLE DELAY: All obligations under this

Agreement requiring the Unit Operator tc¢ commence or continue second-
ary recovery operations or to operate on or produce Unitjized Sub=-
stances from any of the lands covered by this Agreement shall be
suspended while, but only so long as the Unit Operator despite the
exercise of due care and diligence, is prevented from complying

with such obligations, in whole or in part, by strikes, acts of God,
Federal, State or municipal law or agency, unavoidable accident,kun-

controllable delays in transportation, inability to obtain necessary
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materials in open market, or other matters beyond the reasonable
control of the Unit Operator whether similar to matters herein en-

umerated or not.

SECTION 30, LOSS OF TITLE: In the event title to any tract of
unitized land shall fail so as to render the tract inﬁperable under
this Agreement and the true owner cannct be induced to join this
Unit Agreement,; such tract shall be automatically regarded as not
committed hereto and there shall be such readjustment of future costs
and benefits as may be required on account of the loss of such title,
In the event of a dispute as to title as tc any Royalty, Working In-
terest or other interest subject thereto, payment or delivery on
account thereof may be withheld without liability or interest until
the dispute is finally settled; provided, that as to Federal land
or leases, no payments of funds due th2 United States of America

shall be withheld, but such funds shall be deposited as directed by

"the Supervisor, to be held as unearned money pending final settlement

of the title dispute, and then applied as earned or returned in
accordance with such final settlement.

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

SECTION 31. NONJOINDER AND SUBSEQUENT JOINDER: If the owner

of any substantial interest in a tract within the Unit Area fails
or refuses to subscribe, ratify, or consent in writing to this Agree-
» the Working Interest Owner iﬁ that tract who has executed or
ratified this Agreement may withdraw said tract from this Agreement
by written notice to the Director, and Unit Operator prior to the
effective date of this Agreement. Joinder by any Royalty Owner,

at any time, must be accompanied by appropriate joinder of the cor-
responding Working Interest Owner in order for the interest of such
Royalty Owner to be regarded as effectively committed. Joinder to
the Unit Agreement by a Working Intercst Owner, at any time, must
be accompanied by appropriate joinder to the Unit Operating Agree-
ment in order for such inivrest to be regarded as effectively com-
mitted to this Unit Agreement.

w22~
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Any oil or gas interest in the Unitized Formations underlying

the Unit Area not committed hereto prior to submissien of this Agreement

to the Director for final approval may thereafter he committed here-
to upon compliance witn the applicable provisions of this Section
and of Section 14 (Tracts Qualified for Unit Participation) hereof,
at any time up to the effective date hereof and for a period to
and including six (6) months thereafter, on the same basis of par-
ticipation as provided in said Section 1%, by the owner or owners
thereof subseribing, ratifying, or consenting in writing to this
Agreement and, if the interest is a Working Interest, by the owner
of such interest subscribing also to the Unit Operating Agreement.
It is understood and agreed, however, that from and after six
(6) months from the effective date hereof the right of subsequent
joinder as provided in this Section shall be subject to such require-
ments or approvals and on such basis as may be agreed upon by ninety
(90%) percent of the Working Interest Owners (based upon the per-
centages of participation in the Unit Area). Such joinder by a
proposed Working Interest Owner must be evidenced by his execution
or ratification of this Agreement and the Unit Operating Agreement.
Such joinder by a proposed Royalty Owner must be evidenced by his
execution, ratification or consent of this Agreement and must be
consented to in writing by the Working Interest Owner responsible
for the payment of any benefits that may accrue hereunder in behalf
of such proposed Royalty Owner. Except as may be otherwise‘herein
provided, subsequent joindgr to this Agreement shall be effective
at 7:00 a.m. as of the first day of the mcnth following the filing
with the Supervisor of duly executed counterparts of any and all
documents necessary to establish effective commitment of any tract
or interest to this Agreement, unless objection to such joinder by
the Director is duly made within sixty (60) days after suchvfiling°

SECTION 32. COUNTERPARTS: This Agreement may be executed in

any number of counterparts,; no one of which needs to be executed by
all parties 2and may be ratified or consented to by separate instru-

ment in writing specifically referring hereto, and shall be bindine

-23-




upon all those parties who have executed such a counterpart, ratifi.
cation or consent hereto with the same force and effect as if all
parties had signed the same document, and regardless of whether or
not it is executed by all other parties owning or claiming an in-
terest in the lands within the above described Unit Area.

SECTION 33. TAXES: Each party hereto shall; for its own

account, render and pay its share of any taxes levied against or

measured by the amount or value of the Unitized Substances produced

from the unitized land; provided, however, that if it is required
or if it be determined that the Unit Opeator or the several Working
Interest Owners must pay or advance said taxes for the account of
the parties hereto, it is hereby expressly agreed that the parties
s0 paying or advancing said taxes shall be reimbursed therefor by
the parties hereto, including Royalty Owners, who may be responsible
for the taxes on their respective allocated share of said Unitized
Substances, No such taxes shall be charged to the United States

nor to any iessor who has a cortract with a lessee which requires
his lessee to pay such taxes.

SECTION 34, CONFLICT OF SUPERVISION: Neither the Unit Operator

nor the Working Interest Owners, nor any of them, shall be subject
to any forfeiture, termination or expiration 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 provisions thereof to the extent that the
said Unit Operator or the Working Interest Owners, or any of them,
are hindered, delayed or prevented from complying therewith by reason
of failure o¢f 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
shbcut any matters or things concerning which it is required herein
that such concurrence be cbtained. The parties hereto and the Com-

mission agree that all powers and authority vested in the Commission
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in and by any provisions of this Agreement are vested in the Com-
mission 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 judicial review as may now or hereafter be provided by
the laws of the State of New Mexico.

SECTION 35, BORDER AGREEMENTS: Subject 1o the approval of

the Supervisor , the Unit Operator, with concurrence of sixty
(60%) percent of the Working Interest Owners, based upon the per-
centages of participation in the Unit Area, may enter into a border
protection agreement or agreements with the Working Interest Owners
of adjacent lands along the boundaries of the Unit Area with res-
pect to the operations in the border area for the maximum ultimate
recovery, conservation purposes and proper protection of the parties
and interests.

SECTION 36, NO PARTNERSHIP: It is expressly agreed that the

relation of the parties hereto is that of independent contractars
and nothing in this Agreement contained, expressed or implied, or
any operations conducted hereunder, chall create or be deemed to
create a partnership or association between the partiés hereto or
any of them.,

SECTION 37. OIL IN LEASE TANKAGE ON EFFECTIVE DATE:; Unit

Operator shall make a proper and timely gauge of all lease and
other tanks within the Unit Area in order to ascertain the amount
of merchantable oil ip such tanks, above the pipe line connections,
as of 7:00 a.m, on the effective date hereof. All such oil as is
a paert of the prior allowable of the well or wells from which the
same was produced shall be and remain the property of the Working
Interest Owners entitled thereto the same as if the Unit had not
been formed, and suchNWOrking Interest Owners shall promptly remove
said oil from the Unit Area. Any such oil ﬁot so removed may be
sold by the Unit Operator for the account of such Working Interest
Owners, subject to the payment of all Royalty to Royalty Owners

under the terms and provisions of the applicable lease or leases and
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other contracts, All 3uch oil and gas as is in excess of the prior
allowable of the well or wells from which the same was produced shall
be regarded and treated the same as Unitized Substances produced
after the effective date hereof., If, as of the effective date here=
of, any tract is overproduced with respect to the allowable of the
well or wells on that tract and the amount of such overproduction
has been sold or otherwise disposed of, such over production shall
be regarded and included as a part of the Unitized Substances pro-
duced after the effective date hereof and the amount thereof charged
to such tract as having been delivered to the persons entitled to
Unitized Substances allocated to such tract.

SECTION 38, PERSONAL PROPERTY EXCEPTED: All lease and well

equipment, materials, and other facilities heretofore or hereafter
placed by any <f the Working Interest Owners on the lands subject
to this Agreement shall be deemed to be and shall remain personal
property belonging to and may be removed by the Working Interest

Cwners (subject to the provisions of Section 12)., The rights and

- _ interests therein as among Working Interest Owners are covered by
the Unit Operéting Agreement. .

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

TEXACO Inc.

Date: By

Attorney=-in-ract

Address: P..0. Box 3108

—Midland, Texas oo
UNIT GPERATOR AND WORKING INTEREST
' OWNER,

Date: JOHN H., TRIGG

Address:
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Date:

Date:

Date:

Date:

Date:

Date:

_ Date:

»»?ate:

Date:

-27 -

A. M. ARNSTEIN

Address;

LESTER ALSTON

Address:?

D. D. PATTESON

Address:

A, C. HOLDER

Address:

0. J. HOLDER

Address:

B, D. CHAFFIN

Address:

M. G. CROSSLAND

Address:

C. C. YEARWOOD

Address:

OLEN F. FEATHERSTONE

AUUresSS?

-

WORKING INTEREST OWNERS,



A, N. ETZ

Date: -

| _ Addresss

ATTEST: DEKALB AGRICULTURAL ASSOCIATION ’
By

cecretary
Address:

Date:

_ ROYALTY INTEREST OWNERS
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STATE OF TEXAS i
i
COUNTY OF MIDLAND I
The foregoing instrument was acknowledged before me
this day of , 1863, by . %
Attorney-in-Fact for rexaco Inc., a Delaware corporation, on
behalf of said corporation.

My Commission Expires:
otary Public in &nd Tor Midlan

County, Texas.

STATE OF i
§
COUNTY OF i
The foregoing instrument was acknowledged before me
this day of s 1963, by John H. Trigg.

My Commission Expires:

Notary Public in and for

County, o
STATE OF |
§
COUNTY OF 4
The foregoing instrument was acknowledged before me
this day of o o y 1963, by A. M. Arnstein,
i My Commissinn Expires:
4 Notary Publlic 1n and for
County, o
STATE OF |
¥
COUNTY OF i
The foregeocing instrument was acknowledged before me
this ~ day of y 1363, by Lester Alston.

My Commission Expires:

Notary Pubiic in and for

A ——————

, " "County, o
STATE OF ¢
|
'COUNTY OF ;
The foregoing instrument was acknowledged before me
" this " day of = y 1963, by D. D. Patteson.
My Commission Expires: -
o Notary rublic in and Tor
~ . - County, s
~29-
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STATE OF i
4
COUNTY OF |
The foregoing instrument was acknowledged before me
this day of y 1963,by A. C. Holder.

My Commission Expires:

NoEary, Public in and Tor

County, o
STATE OF g
]
COUNTY OF ¥
The foregoing instrument was acknowledged before me
this day of y 1963, by 0. J. Holder,

My Commissicn Expires:

Notary Public 1n and for

Possmto:
COUNTY, o

STATE OF P
§
COUNTY OF ]
The foregoing instrument was acknowledged before me
- this _ day of " y 1963, by B, D, Chaffin.
My Commicsicon Expires: s
Notary pPublic in and for g
County, o
STATE OF ¥
|
COUNTY OF ¥
The foregoing instrument was acknowledged before me
this day of y 1963, by M. G, Crossland.

My Commission Expires:

Notary Public in and for

County, s
STATE OF §
|
COUNTY Ot I
The foregoing instrument was acknowledged before me
- this __ day of ' s 1963, by C. C. Yearwood.

My Commission Expires:

Notary Public in and ror
County, o




STATE oF §
i
COUNTY OF i

The foregoing instrument was acknow

this day of » 1963,

ledged before pe
by Olen F, Featherstone,

My Commission Expires;

otary ic 1in an or
County,

STATE OF i
’ i
COUNTY oF ¥

. The foregoing instrument wasg acknowledged before me
this day of

. 1963, by A. N, Etz,

My Commission Expires;

Notary Publie 1n and Tor
County, °
STATE OF §
i
COUNTY oOF i
The foregoing instrument was acknowledged before me
this day of 7" ‘ y 1963, by )
' Tor Yeralb Agricultural Assoczatlon, on
'Seﬁﬁzf of saiq associlation, ) ’

My Commission—Expires:

Notary Public in and Tor
County, )

¢
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EXHIBIT "B"

SCHEDULE SHOWING THE PERCENTAGE AND XIND OF

OWNERSHIP

uare Lake 31 Unit Area, Eddy County,; New Mexico, T-16-S, R-30-L
y ’ ’

Serial No. & Basic rovalty Overriding Working Percent par-
Tract Descrirtion Xo. of exp. date of ownership & Lessee of Reovalty & Interest £ ticipation of
Number of land Acres lease percentage record percentage percentage tract in unit
Federa! Lland
Sec. 31
T~16-S,RK-30~F
3 Lots 3,4,5/2 152,53 NM-08528 U, s. - All Texeco Inc, A. N, Etz 5% Texaco Inc, 31.62513
NE/& EBF 100%
2 E/2 W/2 160,00 NM-0u712 J. S. - ALl Jokn H. Trigg Norie John H, Trigg 29.35136
EBP 100%
1 SE/u4 160.00 IMM=-0u43982 Ue Se - All DeKelb Agric. DeKalb Agric, A, M. Arnstein 39,02351
EBP Assoc, Assoc, 12-1/2% 20%
Lester Alston
15%
D. D, Patteson
3,75%
A, C, Holder
Wl.5%
0. J. Holder
3.75%
B, D. Chaffin
3%
M, G, Crossland
3%
C. C. Yearwood
10%
T Yederal {racts comprising to.a. unit area of ¥73.35 acres 100.00000%
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EXHIBIT

RECAPITULATION OF UNIT PARTICIPATION

Lester Alston
: M. Arnstein

Chaffin
Crossland

A

B. D

M. 6

A. C. Holder
0. J

D, D.

3

exa2co Inc.,
John H. Trigg

C. C., Yearwood

Total

5.85353
7.80470
1.17070
1.17070
16.19476
1.46228
l.46338
31.62513
29.35136

3.90238

(S)
(S)

100.00000%




CERTIFICATION - DETERMINATION

Pursuant to the authority vested in the Secretary of
the Interior, under the act approved February 25, 1920,
41 Stat, 437, as amended, 30 U,S.C., Secs., 181, et seq.,
and delegated to the Director of the Geological Survey
pursuant to Departmental Order No. 2365 of October 8,
1947, I do hereby:

A. Approve the attached agreement for the development
and operation of the Square Lake 31 Unit Area, Eddy County,
State of New Mexico.

B. Certify and determine that the unit plan of develop-
ment and operation contemplated in the attached agreement is
necessary and advisable in the public interest for the pur-
pose of more properly conserving the natural resources,

C. Certify and determine that the drilling, producing,
rental, minimum royalty, and royalty requirements of all
Federal leases committed to sald agreement are hereby es=
tablished, altered, changed, or revoked to conform with the
terms and condi*ions of this agreement.

Dated




74
9929
T I X A C O qu

1 ™W C,

PETROLEUM PRODUVCTS e L ooe
M SRS )

DOMESTIC PRODUCING DEPARTMENT ;.',_,' "U' / o P. 0. 30X 2109
.~ .
MIDLAND DIVIBION r“ 1 0 alDLAND. TEXAS

November 4, 1963

Mr. D, S. Nutter

New Mexlico 01l Consevvaticn Commlissilon
P. 0. Box 871

Santa Fe, New Mexilco

Dear Dan:

Reference is made to my celephone ccnversation of
November 1 concerning the hearing for the proposed Square Lake 31
Unilt, Square lLake (Grayburg-San Andres) Pool, Eddy County,
New Mexico.

As requested by you, attached are three copies of
the letter formally recommending that this matter be set
for hearing. Thank you for your personal ccnsideration in
setting this matter on the first avallasble docket.

Yours very truly,

Lot

C. R. Black
Divislon Proration Engireer

CRB-MM
Attach.
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PETRGLEUN PRODUC TS {
DOMESTIC PRODUCING DEPARTMENT TeRco / P. O. BOX 3100
MIDLAND DIVISION MIDLAND, TEXAS
November 4, 19063 / '

New Mexico 01l Conservaticn Commission
P. 0. Box 871

Santa Fe, New Mexico ;

Attn: Mr. A, L. Porter, Jr. 5

Gentlemen: H
/

H
Texaco Inc. as the initial operator of the proposed

Square Lake 31 Unit, Square Lake (Grayburg—Sanfﬁdres) Pcol,

Eddy County, New Mexico, respectfully requestg-€hiat a hearing

be scheduled to consider its application for (1) approval of -
. the Square Lake 31 Unit Agreement, (2) approval to initiate
“watérflooding activities in the Square Lake (Grayburg-San Andres)

Pool, and (3) approval to convert six wells to injzction to

form a normel five-spot pattern for waterflcod operations. 1In

support of our agpplication we wish o state the following facts:

1. The proposed Square lLake 31 Unit is a portion
of the Square Lake (Grayburg-San Andres) Pool,
Eddy County, New Mexico.

N

Currently there are eleven wells in the proposed
unit area producing from this reservoir at an
approximate depth of 2700'.

3. Thc area sought to be designated as the Square
Lalr: 31 Unit comprises 480 acres, more or less,
situated in Eddy County, New Mexico and which
is more particularly described as follows:

Township 16 South, Range 30 East
New Mexico Principal Meridian

Sec. 31: S/2, S/2 NE/4, &/2 NW/4

4., The proposed pattern will be a normal five-
spot and will consist of six injection wells.

5, The proposed wells to be converted tc
injection are as follows:




NMOCC -2 Novemier 4,

Company Lease and Well No, Unit S. T. R.
A. C. Holder et al DeKalb-Fed. No. 1 P 31-16-30
A. C., Holder et al DeKalb-Fed. No. 3 J 31-16-30
Texaco Inc. A. N. Etz-Fed, NCT-1 No. 1 L 31—16—30
Texacc Inc. A, N, Etz-Fed. NCT-2 No. 4§ H 31-16-30
J. H. Trigg "31-E" No. 2 N 31-16-30
J. H. Trigg "31-E" No. 3 Iy 31-15-30

Attached is a plat of the Square Lake 31 Unit with the
boundary of the Unit shown by the hatched 1line. The proposed
injection wells are snown circled in red. It is respectfully
requested that the subject application bte set on the [irst
avallable hearing docket.

Yours very truly,
- L9
éflif'/qzz_t’/

C. R. Black
Division Proraticn Engineer

M

Cas-MM

AttTach.

1

Qy

Z

03
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DOMESTIC PRODUCING DEPARTMENT P. O. BOX 109
MIDLAND DIVISION MIDLAND, TEXAS

November 4, 1963

Fecw Nexico Q011 Conservation Commission
P. 0. Box 871
Santa Pe, New Mexico

Attn: Mr. A, L. Porter, Jr.
Gentlemen:

Texaco Inc. as the initlial operator of the proposed
Square Lake 31 Unit, Square Lake (Grayburgz-San Andres) Pool,
Eddy County, New Mexico, respectfully requests that a hearing
be scheduled to consider its application for (1) approval of
the Square Lake 31 Unit /greement, (2) approval to initiate
watverflooding activities in the Square lake (Grayburg-San Andres)
Pool, and (3) approval to convert six wells to injection to
form a normal five-spot pattern for waterflood operations. In
support of our application we wish to state the following facts:

1. The proposed Square Lake 31 Unit is a portioan
of the Square Lake (Grayburg-San Andres) Pool,
EdqQy County, New Mexico.

2. Currently there are eleven wells in the proposed
unit area producing from this reservoir at an
approximate depth of 2700t.,

3. The area sought to be designsted as the Sqguare
Lake 31 Unit comprises 480 acres, more or less,
situated in Eddy County, New Mexico and which
is more particularly descridbed as follows:

Township 16 South, Rarge 30 East
New Mexicc Principal Meridian

Sec. 31: S/2, $/2 WE/4, E/2 Nu/i

4. The proposeé pattein will be a ncrmal five-
spot and will consist of six injectior wells.

5. The proposed wells to be ccnverted to
injection are &s follows:




NMOCC

Company

A, C, Holder et al
A, €, Holder et al
Texaco Inc.
Texaco Inc.
J. H. Trigg
J. B, Trigg

Lease and Well No,

DeKalb-Fed. No.
DeKalb-PFed. No,
A. No Etz-hd.
A. N, E¢cz-Red,.
"31-E" No. 2
"31-E" No. 3

1

3
NCT-1 No,
NCT-2 No.

1
4

Unit

Novembe.

S. T. R,

FEI ey

31-16-~30
31-16-30
31-16-30
31-16-30
31-16-30
31-16-3¢

Attached is a plat of the SqQuare Lake 31 Unit with the
boundary of the Unit shown by the hatched line,

injection wallas are shown circled in red.

The proposed
It 18 respectfully

requested that the subject applicaticn be set on the first
available hearing dockat.

CRB-MM
Attassh.

Youres very truly,

NSl

C. R.

Black

Division Proration Engineer
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Docket No. 34-63

DOCKET: EXAMINER HEARING - WEDNESDAY - NOVEMBER 20, 1963

%:00 A, M. - CIL CONSERVATION COMMISSION CONFERENCE ROOM,
STATE LAtD OFFICE BUILDING - SANTA FE, NEW MEXICO

The following cases will be nheard before Daniel S. Nutter, Examiner, or
%iyis A. Utz, Alternate Examiner:

’/EASE 2S29; Application of Texaco Inc. for a urnit agreement, Eddy County,
New Mexico. Applicant, in the above-styled cause, seeks
approval of the Square Lake 31 Unit Area comprising 480 acres,
more or less, of Federal land in Section 31, Township 16 South,
Range 30 East, Eddy County, New Mexico.

CASE 2940: Application of Texaco Inc. for a waterflood project, Eddy
County, New Mexico. Applicant, in the above-styled cause,
seeks authority to institute a waterflood project in the
Square Lake Pool, Eddy County, New Mexico, by the injection
of water into the Premier Sand through six wells located in
Section 31, Township 16 South, Range 30 East.

CASE 2941: Application of Texaco Inc. for a triple completion, Lea County,
New Mexico. Applicant, in the above-styled cause, seeks
approval of the triple completion (tubingless) of its L. R.
Kershaw Well No. 9, located in Unit B of Section 13, Township
20 South, Range 37 East, Lea County, New Mexico, to produce
oil from the Skaggs Glorieta and East Weir Blinebry Pools and
gas from the Weir Tubb Gas Pool through parallel strings of
2 7/8 inch casing cemented in a comaon well bore.

CASE 2942 Application of Sunray DX 0il Coupary for the creation cof a

new oil pool ard for special tewpcrary pool rules, Lea Ccunty,
New Mexico. Applicant, in the above-styled cause, seeks the
creation of a rew Bough "C" 0il Pool for its New Mexico State
"AO" Well Ne. 1, located in Unit M of Section 15, Township 10
South, Range 34 East, Lea County, Few Mexico, and the estab-
lishment of temporary pool rules therefor, including a pro-
vision for l160-acre proration units and for fixed well locations.

CASE 2943: Application of Culf 0Oil Corporation to combine two existing
¢gas pools, Lea County, New Mexico. Applicant, in the above-
styled cause, seeks the consolidation of the Monument-Ellen-
burger and Monument-McKee Gas Pools, Lea County, New Mexico,
into a single pool to be operated and prorated under the
existing rules for the Monument-McKee Pool.
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Docket No.

CASE 2944:

34-63

Application of Socony Mobil 0il Company for an unorthodox
location, Lea County, New Mexico. Applicant, in the above-
styled cause, seeks approval of an unorthodox location for
a proposed triple completion in the Vacuum-Devonian, Vacuum-
Wolfcamp and North Vacuum—-Abo Pools, Lea County, New Mexico,
said well to e drilled at a point 600 feet East of the

center of the NW/4 SW/4 of Section 36, Township 17 South,
Range 34 East.

0il Conservation Commission

ir/
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BEFCRE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICC

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
COMMISSION OF NEW MEXICO FOR
THE PURPOSE OF CONSIDERING:

CASE No. 2939

Oxrdsar No. R- (e

APPLICATION OF TEXACO INC. FOR
APPROVAL OF THE SQUARE LAKE 31
UNIT AGREEMENT, EDDY COUNTY,
NEW MEXICO.

e

e
ORbEﬁfg;'THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 o'clock a.m. on
November 20, 1963

, at santa Fe, New Mexico, before Daniel S. Nutter ,

Examiner duly appointed by the 0il Conservation Commission of New
Mexico, hereinafter referred to as the "Commission," in accordance
with Rule 1214 of the Commission KRules ané Regqulations.
. d).al.e-fn. &‘J\-‘/

NOW, on this day of Newewmk®r , 1963 , the Commission,
a quorum being present, having considered the application, the
evidence adduced, and the recommendations of the Examiner,
Paniel S. Nuctter . 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 cause and the subject
matter thereof.

(2) That the applicant, Texaco Inc., seeks approval of the
Square Lake 31 Unit Agreement covering 480 acres, more orxr less, of
Federal land in Section 31, Township 16 South, Range 30 East, NMPM,
Eddy County, New Mexico.

(3) That approval of the proposed Square Lake 31 Unit Agree-
ment will in principle tend to promote the conservation of oil and

gas and the prevention of waste.

IT IS THEREFORE ORDERED:

(1) That the Square Lake 21 Unit Agreement is hereby approved.
(2) That the plan under which the unit area shall be opexr-

ated shall be embraced in the form of a unit agreement for the
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CASE No. 2939

development and operation of the Square Lake 31 Unit area, and
such plan shall be known as the Square Lake 31 Unit Agreement
Plan.

(3) That the Square Lake 31 Unit Agreement Plan is hereby
approved in principle as a proper conservation measure; provided,
however, that notwithstanding 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 hereafter be, vested in the 0il
Conservation Commission of New Mexico by law relative to the
supervision and control of operations for the exploration and
development of any lands committzd to the Square Lake 31 Unit,
or relative to thé production of oil or gas tlerefrom.

(4) (a) That the unit area shall be:

NEW MEXICO PRINCIPAL MERIDIAN

EDDY COUNTY, NEW MEXICO

TOWNSHIP 16 SOUTH, RANGE 3G EAST

Section 31: s/2 NE/4, SE/4, E/2 NW/4
and SW/4

containing 480 acres, more or less.

() That the unit area may be enlarged or contracted
as provided in said plan; provided, however, that administrative
approval for expansion or contraction of the unit area must also

be obtained from the Secretary-Director of the Commission.

{(5) That the unit operator shall file with the Commission
an executed original or executed counterpart of the Square Lake
31 Unit Agreement within 30 days after the effective date thereof.
In the event of suhsequent 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 thnse interests having

joined or ratified.

(6) That this order shall become effective upon the approvi

of said unit agreement by the Director of the United States Geoloq-

ical Survey, and shall terminate ipso facto upon the termination

1
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CASE No. 2939
of said unit agreement. The last unit operator shall notify the
Commission immediately in writing of such termination.

(7) 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.




GOVERNDR
JACK M. CAMPBELL
OHAIRMAN

State of Wk Sexics

LAND COMMIBBIDNER STATI SEDLDSIST
A L. POWYER

£ B JOMNNNY WALKER . M,

MEMOER SEDRETARY + DIRECTOR
A O 90X 8N

SANTA FE

December 6, 1963

Re: Case Mo. 2939

Mr. Charlie White Order Mo._R-2608
Gilbert, White & Gilbert Applicant:
Attornoys at Law

Box 787 TEXACO INC.

Sants e, New Mexico
- DeaT SiTs

Baclosed hot‘vu:h are two copies of the above-referenced
Commigsion oxrder recently entered in the sudject cass.

truly yours,

A. L. PORTER, Jr.
Sacretary-Director

iz/
Carbon oopy of oxder also sen( tos

Artsalia OCC___x
Astee 0OCC
OTHER
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W recommendatiors for an order in the above numbered casss are 2s follovis:
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BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

N THE NATTER OF THE RUEARING
LLED BY THE OIL CONSERVATION
OMMISSION OF NEW MEXICO FOR
PURPOSE OF CONSIDERING:

CASE No. 2939
Order Mo. R-2608

APPLICATICN OF TEXACO INC,
FOR APPROVAL OF THE SQUARB
LAKE 31 UNIT AGREEMENRT, EDDY
COUNTY, NEW MEXICO.

CRDER OF THE COMMISSION

BY THE COMMISSIONt

This cause came on for hezring at 9 o'clock a.m. on
Novamber 20, 1963, at santa Fe, New Mexico, befors Daniel 3. Rutter,
Bxaminexr duly appointed by the 0il Conservation Commission of New
Mexico, hereinafter refsrred to as the “Commission,® in accnrdzac
with Rule 1214 of the Commission kules and Ragulations.

MO¥W, on this 6th day of Dbecexiber, 1963, the Commission,
a quorum heiny present, having considered the application, the
evidence adduced, and the recommandations of the Examiner,
Dzhiel 3. Mutter, and being fully advised in the premisaes,

FINDSs

(i) That due public notice having been given as required by
law, the Commission has jurisdiction of this cause and the subject
matter thexeof. '

(2) That the applicant, Texaco Inc., seeks approval of the
Square Lake 31 Unit Agreemeat covexing 480 acres, more or less, of
Federal land in section 31, Township 16 south, Range 30 Bast, NMPM,
Bddy County, New Maxico.

(3) That approval of the proposed Square Lake 31 Unit Agres
ment will in principle tead to prowmote the conservation of oil and
gas and the prevention of waste.

2T 15 THEREFORE ORLERED:

(1) That the Square Lake 31 uUnit Agreement 1s herxeby
approvad.

{(2) That the plan under whick the unit area shall be Oper-
atad shall be embraced in the form of a unit agreement for the
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development and operation of the squarc Lake 31 Unic Area, and
such plan shall be known as the Square Lake 31 Unit Agreement
Plan.

{(3) That tha Square Lake 31 Unit Agreement Plan is hexedy
approved in principle as a proper conservation measure; provided,
however, that notwithstanding any of the provisions contained in
said unit agreement, this approval shall not ba considexed as
waiving or relirquishing, in axy manner, any right, duty, or
obligation which is now, or may hereafter be, vested in the 0il
Conservatiocn Commisrion of New Mexico by law relative to the
supervision and control of operztions for the exploration and
devaslomment of any lands committed to the Square Lake 31 Unit,
or relative to the production of oil or gas therefrom.

{(4) {(a) That the uvnit area shall bes

NEW MEXICC PRIRCIDAY. MRRIDIAN

EDDY COUNTY, NKEBEW MEXICO
TOWMSHIP 16 SOUTH, RANGE 30 EAST
section 31: S/2 MB/4, SE/4, E/2 ¥W/4
and sW/4

containing 480 acrss, more or lesa.

(p) That ths unit area may be anlargad or contracted
as provided in said plant provided, howaver, that administrative
approval for expansion or contraction of the unit area msust also
be obtained from the Secretary-Director of the Commission.

(5) That the unit operator shall file with the Commission
an executaed original or axecuted counterpart of the sSquare Lake
31 vnit Agreement within 30 daye after the effective date thereof.
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 withir 30 days thereafter counterparts of the unit
agreamant reflacting the subacription of those interests having
Joined or ratified.

{6) That this order shall become effective upon the approva
of said unit acreement by the Directoxr of tha United sStates Gaclog
cal suxvey, and shall terminate ipeo facto upon the termination of

isald uait agrcement. The last unit operator shall notify the Com-

migssion ixmadiately in writing of such termination.

(7) That jurisdiction of this cause is retained foxr the
entry of such further oxrders as the Commission may deem neces-
sary.
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\‘ DOME at santa Fe, Haew Mexico, on the day and year herein- \
1 above desigrated.
l

oIL COUSERVATIOH COMMISSIOR

e o

i STATR OF NEW MEXICO
%
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.. L! rorTER, JF.. mr & Secrecazry
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