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Unit Name RANGER LAKE UNIT (WATERFLOOD)

Q

Operator  PHILLIPS:PETROLEUM COMPANY
9-1-64 . 2
County LEA : NHV mmw
DATE S OCC CASE NO. 3088 EFFECTIVE  TOTAL R SEGREGATION
APPROVED 7 OCC ORDER NO.R-2751 DATE . ACREAGE - .~ STATE FEDERAL INDIAN-FEE ~ CLAUSE - TERM
Commissioner: OoCC: 7-29-64 9-1-64 2440.00 2440.00 S -0- -0- Yes so long as.
8-28-64 | N : : o , ; |
UNIT AREA
SOUTH, RANGE 34 EAST, NEW MEXICO PRINCIPAL MERIDIAN

K TOWNSHIP 12
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Unit Name _RANGER LAKE UNIT (WATERFLOOD)

Operator _ pHILLIPS P ,
County LEA
STATE LEASE  INSTI- N RATIFIED ACREAGE
TRACT NO.  NO. TUTION SEC. TWP. RGE, - SUBSECTION DATE ACRES .  NOT
| | : RATIFIY LESSEE
1 e-1027-2 7 c.s. 14 12s  34E E/2SE/4 . 4~6~64 JCSEPH I. O'NEIL
, ‘ . o : 4-1-64 80.00 : GREAT WESTERN DRILLI!
. COMPANY
* 2a E-2793-17 Cc.S. = 23 125 34E NW/4 _ 3-2-64  160.00 PHILLIPS PET. CO.
E-9718 < c.s. 23 125 34E NE/4 3-2-64 160.00 PHILLIPS PET. CO.
E-9718 c.s. 24 125 348 W/ 2NW/4 . 3-2-64 80.00 PHILLIPS PET. CO.
'E-906-17 C.s. 26 125 34E . ALL - 8-24-64  640.00  JOSEPH E. SEAGRAM &
A - SONS
'B-1233-1“ C.8., 25 125 34E . N/2NW/4 3-2-64 80.00 PHILLIPS PET. CO.
E-1233-4 # C.S. 25 125 34E . .s/2nW/a  3-2-64 80.00 | | PHILLIPS PET. CO.

* 2B CB-1027-1 7 c€.s. 23 125 34E . 8/2 3-2-64  320.00  PHILLIPS PET. CO.
5 . E-2576 £ C.S. 27 125 ' 34E | NE/4 7-16-64  160.00 GETTY OIL COMPANY
6 E-2490 © C.S. 27 12 348 SE/4,SE/4SW/4 - 8-25-64 200.00 HUMBLE OIL & REFININC

. . , . . : . . COMPANY
8 E-8956 7 C.S. 34  125. 34E . E/2 5-28-64 . 320.00 PAN AMERICAN PET.
v _ o . CORPORATION
9 - E-7554 ¢ C.S. 35 125 34E = NW/4 3-23-64  160.00 AMERADA PET. CORP,

* Hnmnﬂm 2A - 2B - PRODUCTION is to be ALLOCATED to the WEST RANGER UNIT
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PHILLIPS PETROLEUM COMPANY ||} A% - 5 137 |
@ ODESSA, TEXAS 79760 L L‘_ e Aad )

PHILLIPS BUILOING, FOURTH & WASHINGTON OIL CORS (\\{ﬁ} }OF% (.’)H';‘
Santa fe

EXPLORATION & PRODUCTION CEPARTMENT

February 28, 1973
Reversion to Operation Under West Ranger
Unit Agreement Following Termination of .
Ranger Lake Unit Agreement, Lea County,
New Mexico

-File: W2-¥d-128-73 \

State of New Mexico (2) L ) § £
Conmissioner of Public Lands AL
P. 0. Box 1148 ﬂ _

Santa Fe, New Mexico 87501

Attention: Mr. Ray D. Graham, Director
01l and Gas Department

Gentlemén H

The West Ranger Unit Area comprising the following described lands was wiltized
by Agreement, dated March 15, 1956, approved by the Commissioner of Public Lands
of the State of New Mexico by Certificate of Approval, dated May 2, 1956

New Mexico Principal Meridien, New Mexico, T-12-S, R-34-F, Leas County, N.M.

Sections 23 and 26: All
Section 24: W/2 NW/4
Section 25: NwW/i

These and other lands were subsequently included in the Ranger Lake Unit which
wag approved by the Commissioner of Public Lands of the State of New Mexico on
August 28, 1964, and vwhich became effective September 1, 1964.

By Certificate of Termination, wiich has been approved by the Commissioner of
Public Lands of the State of New Mexico and the New Mexico 0il Conservation Com-
~ miseion, the Ranger T.gkc Unit Agreement will be terminated effective April 1,
1973. Article 22 of ‘ilie Ranger Lake Unit Agreement provides, in part, that upon
termination the parties thereto shall be governed by the terms and provisions of
leases and contracts affecting the separate tracts. Accordingly, operation of
those lands which comprise the above-described West Ranger Unit Area shall revert
to the West Ranger Unit Agreement and Unit Operating Agreement effsctive April 1,
1973. Phillipe Petroleum Company is opsrator of the West Rangar Unit.

Very truly yours,
PHILLIPS PETROIEUM COMPANY

Z A

JWMidva F. F. Lovering,
Southwestern Dist¥ct

cetr New Maxico 041l Conservation Cormissioni
- Attention: Mr. A. L. Porter, Jr.

Texas Pacific 0il Company
Attention: Mr. L. B. Jeffers
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OlL CONSERVATION COMMISSION
| P. O. BOX 2088
SANTA FE, NEW MEXICO 87801

February 9, 1973 AN /fy

Mr. G. W. Bd'amrdl )
Phillips Petroleum Company
Phillips Building

Fourth and Washington
Odessa, Texas 79760

Re: Termination of Unit Agreement
Renger Lake Unit, Lea County,
New Mexico.

Dear My, REdwards:

By your letter dated February 6, 1973, you state that as unit
operator, you are in compliance with the terms set forth in Article
22 of the Ranger Lake Unit Agreement and request Commission approval
of the Certificate of Termination. In accordance with said Article
22, the New Mexico 01l Conservation Commission hereby approves the
Termination of the Ranger Lake Unit to become effective April 1, 1973.

Two approved coplas of the Certificate of Termination are returned
herewith.

) Very truly yours,

A. L. PORTER, Jr.
Secratary-Director

 ALP/JEK/og

cc{‘ Coamiégidner of Public Lands
Santa Fe, New Mexico




ALEX . ARMISO . FPebruery 2, 1973
COMMISSIONER ‘

Commissioner of Rblic Lands

P. 0. BOX 1148

Fhillips Petroleum Company
Phillips Building Forth & washi.ngton
Odesss, Texas 79760

Be: Termination of Unit Agresmont,
Renger Lake Unit, Lea County,

Bew Mexico :
File: W2+Bd«65+73
ATTENTION: HMr, G, H.‘Bdturds
Gentlaven:

We are im receipt of your Termindation Instrumsnts for the Rangar
Lake Uni¢, Les County, New Mexico, as pax Axticle 22 of tha Unit Agiree~
ment, The Commissionsr of Pudblic Lsnds has chis date given approval to
your termination., The effective date to be as of April 1, 1973,

We sre handing six (6) coples of the Certificate of Tarmination to
the 041 Conservation Commission reaquasting them to foxward two (2) copies
to you. Two copies to bs returned to the Commissionar of Fublic unda snd
tvo copies must be retained by the 041 Consorvation Commission.

Please advise this ofiice the current producing status of vells, by
tracts, showing welle to be returned to former operators for continued
operations apd wells to be plugged and abandoned upon approval of term=
inatfox of the unit. .

Very truly yours,
BAY D, GRAHAM, Director

041 and Cas Department
AJA/RDG/ e

ec! 0CC=Sgnta Fe, New Mexico /

“‘so“ws-azr-&;z 4!L“‘"a -

SANTA FE, NEW MEXICO
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: P CLIVED
PRILLIPS
PHILLIPS PETROLEUM COMPANY Feo 8 103 T3

PHILLIPS BUILDING, FOURTH & WASHINGTON
) ) STATE ¢ 4 5
EXPLORATION & PRODUCTION DEPARTMENT . SANTA Fé £ i H

February 6, 1973

Termination of Unif Agreement
Ranger lake Unit, lea County, -
New Mexdco

File: W2-Ed-65-73

State of New Mexico (2)
Commissioner of Public Lands+”
P. 0. Box 1148

AN

Santa Fe, New Mexico 87501 ' o
sonta o, | ECERGEN
Attentin: Mr, Ray D. Graham, Director "’/w;‘--'-i*-“ AR i
0il and Gas Department i FEB © - 1673 !l
: ' : - i
New Mexico 0il Conservation Commission (2) L_: A
State Land Office Building OlL CONSERVATION COMM
P. 0. Box 2088 ; Santa Fe
Santa Fe, New Mexico 87501 ' Fap

Attention: Mr. A. L. Porter 5 Jr.
Sscretary-Director

Gentlemen: .

The 01l Gonservation Commission of the State of New Mexico, under date of .
July 29, 1964, issued its Order No. 2751 approving the Hanger Lake Unit
Agreement.

The Comdssicner of Public Lands of the State of New Mexico, under date of
-August 28, 196k, issued a Certificate of Approval of the Unit Agreement for
development and operation of the Ranger Lake Unit Area, Lea County, New Mexico,

The Ranger Lake Unit Agreement became effective on September 1, 1964. Article
22 of the Unit Agreement provides that the term of the 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
operaticns (including secondary recovery) are prosecuted thereon without cessa-
tion of more than ninety (90) consecutive days, unless sooner terminated by
Working Interest Owners of ninety percent (90%) unit participation whenever

such Working Interest Owners determine that unit operations are no longer prof- -
itable, feasible, or in the interest of conservation, with the approval of the
Commission and the Commissioner, and with notice of suech approval glven by Unit
Operator to all parties thereto.

More then sufficient approval (99.7 percent of the working interest ownership)
has been received to terminate the Unit Agreement and abandon unitized opera-

- tions of the Ranger Lake Unit in accordance with Article 22 of the Unit Agreement.




To: Commissioner of Public Lands
Attn: Mr. Ray D. Graham

New Mexico 01l Conservation Commission
Attn: Mr, A. L. Porter, Jr.

File: W2-Ed-65-73
Date: February 6, 1973
Page: 2

Therefore, enclosed are six coples of the Certificate of Termination, Ranger
Lake Unit, Lea County, New Mexico, which have been executed by Philliys Petro-
Yeum Company, as Unlt Operator, certifying that unit operations are nc longer
profitable, feasible, or in_thée interest of conservation and that the Unit
Agreement shall be terminated on April 1, 1973.

It is requested that this Certificate of Terminatlon be executed by both the
Commissioner of Public Lands and in behalf of the New'Mexico 0il Conserva-
tion Commission, and that two executed copies be returned to me, Please con-

tact me, or Mr. J. w. Maharg cf this office, if additional information is
desired.

Your early attention to this request will be appreciated.

Very truly yours,
PHILLIPS PETROLEUM COMPANY

Iffdndis

G. W. Edwards, Chairman
Working Interest Owners Committee

JWM:dva
Attachments
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STATE OF NEW MEXICO | '\\( ] R R

g , ; li FEB - 1873 }{J CEIVED

| " COUNTY OF LEA 1 L F Ny
( : Ot CONSERVATIOH COMM €8 1035y "3
P . Santa Fo ~ SiAT
CERTIFICATE OF TERMINATION o SATATE, Ny
i ,

RANGER IAKE UNTT

LEA COUNTY, NEW MEXICO

; " WHEREAS, Phillips Petroleum Company, a Delaware Corporation, duly
: authorized to do business in the State of New Mexico, nd with its principal
5 office in Bartlesville, Oklahoma, has bsen duly design-ted as Unit Operator
pursuant to the Agreement entitled "Unit Agreement, Raiger Lake Unit, Lea
County, New Mexico", hereinafter referred té as "Unit .greement”, a counter-
part of which was filed for resord on March 9, 1964, i: Book 215, Page 63 of
the 01l and Gas Lease Records of lea County, New Mexic.:; and

R RN 7

WHEREAS, Article 22 of the Unit Agreement pr.wvides that the t.erm of
the Agreement shall be for and during the time that Un tized Substancet are
/ produced in paying quantities from the Unit Area and as long thereafter as
drilling, re'-arking, or other operations (including secondary recovery) are
prosecu1ed thereon without cessation of more than ninety (90) consecutive
days, unless sooner terminated by Working Interest Owners of ninety percent
(90%) unit participation whenever such Working Interest Owners determine that
vnit operations are no longer profitable, feasible, or in the interest of
conservation, with the approval of the Commission and the Commissioner, and
with notice of such approval given by Unit Operator to all parties thereto;

and

i WHEREAS, said Article 22 further ‘provides that upon termination
kéf' ; of the Agreement, the further development and operation of the Unit Area as
a unit shall be abandonéd, unit operations shall cease, and thereafter the
parties thereto shall be governed by the terms and provisions of the leases
and contracts affecting the separate tracts just as if the Agreeunent had
never been entered into, and

WHEREAS, sald Article 22 further prov1des that if not otherwise
covered by the leases unitized under the A%reement Royalty Owmers grant
Working Interest Owners a period of three (3) months after termination of
the Agreement in which to salvage, sell, distribute, or otherwlise dispose of
the personal yproperty and facilities uqed in connection with unit operations.

NOW, THEREFORE, Phillips Petroleum Company, as Unit. Operator, does
hereby'certify that WOrking Interest Owners of ninety nine and seven tenths
. percent (99. 7%) unit participation have determined that unit operations are
‘no longer profitable, feasible, or in the interest of conservation, and
: further have determined that the Unit Agreement shall be terminated on
April 1, 1973 .

A AT
NSRS St e
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IN WITNESS WHEREOF, this instrument is executed as of the 6t}3__/day
of February ,» 1973 .

PHILLIPS PETROLEUM COMPANY
ATTEST:

/( W o »

A
11
Attorney—in—Fao_t .
STATE OF TEXAS }
COUNTY ﬂF ECTOR §
» Before me , the undersigned authority, on this day personally appeared

F. F. lovering s known to me to be the person who executed the foregoing"
instrument &s Attorney—in-Fa‘ct of Phillips Petroleum Company and acknowledged to
me that he executed the ‘same for the purposes and consideration therein expressed;
as the act and deed of said corporation and in the capacity therein stated.
" Given under my hand and seal of office this _6th _ day of Februg_rx ,
19 73 .
My commission expires: M ﬂ/ W,n/ ‘Dorothy V. Anderson
uné 1, 1973 » Notary Public in and for

Ector County, Texas

IN WITNESS WHEREOF, this Certificate of Termination is executed as of
this F&& day of,zg&ﬂgjy_-, 1923.

A

V

Commissionfr d Public (Lghds
of the State of New Mexico

WITNFSS REOF, this Certificate of Termination is executed as of
this 2 day of , 1923 .

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

Secretary-Director 4
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. ; N . S1R}
TATE OF A T
STATE OF NEW MEXICO } i CEB - 19 /!i -
ey y e, .
K } —— S
COUNTY OF LEA ! OIL CONSERVATIGH COMM Fep § 0 33 M
Santz Feo ) 73
STai o
CERTIFICATE OF TERMINATION - SANTAFE,

RANGER IAKE UNIT

IEA COUNTY, NEW MEXICO

WHEREAS, Phillips Petroleum Company, a Delaware Corporation, duly
authorized to .do business in the State of New Mexico, -ind with its principal
office in Bartlesville, Oklahoma, has been duly design-ted as Unit Operator
pursuant to the Agreement entitled "Unit Agreement, Raiger Lake Unit, lea
County, New Mexico", hereinafter referred to as "Unit .greement", a counter-—
part of which was filed for record on March 9, 1964, i: Book 215, Page 63 of
the 011 and Gas lLease Records of Lea Countv, New Mexic:; and

WHEREAS, Article 22 of the Unit Agreement pr-wides that the term of
the Agreement ehall be for and during the time that Un tized Substconces are
produced in paying quantities from the Unit Area and as long thereafter as
drilling, reworking, or other operations (includlng secondar recovery) are ¢
prosecuted thereon without cessation of more than ninety (90 g consecutive
days, unless sooner-terminated by Working Interest Owners of ninety percent
(90%) unit participation whenever such Working Interest Owners determine that
unit operations are no longer profitable, . feasible, or in the interest of
conservation, with the approval of the Commission and the Commissioner, and
with notice of such approval given by Unit Operator to all parties thereto;
and

 WHEREAS, said Article 22 further provides that upon termination
of the Agreement, the further development and operation of the Unit Area as
a unit shall be abandoned, unit operations shall cease, and thereafter the
parties thereto shall be governed by the terms and provisions of the leases
and contracts affecting the separate tracts Jjust as if the Agreement had
never been entered into; and

'WHEREAS, said Article 22 further provides that if not otherwise
covered by the leases unitized under the A%reement Royalty Owners grant
Working Interest Owners a period of three (3) months after termination of
the Agreement in which to salvage, sell, distribute, or otherwise dispose of
the personal property and facilities used in connection with unit operations.

NOW, THEREFORE, Phillips Petroleum Company, as Unit Operator, does ’
hereby certify that Working Interest Owners of ninety nine and seven tenths
percent (99.7%) unit participation have determined that unit operations are
no longer profitable, feasible, or in the interest of conservation, and
further have determined that the Unit Agreement shall be terminated on

April 1, 1973 :




IN WITNESS WHEREOF, this instrument is executed as of the _6th _ day

of February , 19 73 .

PHILLIPS,PETROLEUM COMPANY
ATTEST:

STATE OF TEXAS

Attorney-in-Fact

COUNTY OF ECTOR }

Before me, the undersigned authority, on this day personally appeared
F. F. lovering ,» known to me to be the person who executed the foregoing
instrument as Attomey—-in-—Fact of Phillips Petroleum Company and acknowledged to
me that he executed the same for the purposes and consideration therein expressed;
as the act and deed of said corporation and in the capacity thersin stated.

i

: ]

| ; :

s | - |

| o Given under my hand and seal of office this _6th  day of February ,

! : 19.73 . T

.; N

,5: My commission expires: [ i Z/ (ALW Dorothy V. Arderson k
! /Notary“-Public in and for

_ | e 1, 1
1{ Jum? » 19 Ector County, Texas

IN WITNESS WHEREOF, this Certificate of Termination is executed as of

this Z&__ day ofm% 19232 .
dj/t/ < VL-L l;v\— '}Q

Comniasiorller\gf Public ;Lands
of the. Stite of New Mexico

WITNESS REQF, this Cer ficate of Termination is executed as of
this day of
STATE OF NEW MEXICO

OIL CONSERVATION COMMISSION

a7y

Secretary-Director ﬁ ~
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Examiner Hearing - July 22, 1964

CASE 3087:

/

///6ASE‘3088:

CASE 3089:

CASE_3090:

CASE 3091:

":.CASE 3092:

CASE 3093:

Application of William A. and Edward R. Hudson for an unorthodox
location, Eddy County, New Mexico. Applicants, in the above-styled
cause, seek authority to drill their Puckett MA" Well No. 26 at an
unorthodox location 1295 feet from the North and West lines of Sec-
tion 24, Township 17 South, Range 31 East, Eddy County, New Mexico.
Said well would be projected to the Paddock formation at approxi-
mately 5400 feet.

Application of Phillips Petroleum Company for a unit agreement, Lea County,
New Mexico. Applicant, in the above- styled cause, seeks approval of '

the Ranger Lake}Unit Area comprising 2,680 acres, more or less, of

State land in Township 12 South, Range 34 East, Lea County, New Mexico.

Application of Phillips Petroleum Company for a waterflood project,
Lea County, New Mexico. App11cant in the above-styléd cause; séeks

‘authority to institute a waterflood project in the Ranger Lake-Pennsyl-

vanian Pool in its Ranger Lake- Unit Area by the injectlon of water

into the Pennsylvanian formation through nine wells in Sections 14, 23,
24, 25, 26, 27, 34 and 35, Township 12 South, Range 34 East, Lea County;
New Mexico. '

Application of Tenneco 0il Company for salt vater disposal, San Juan- -
County, -New Mexico, Applicant,.in the above -styled cause, seeks au-
thority to dispose of produced salt water in the Plctured Cliffs for-
mation ‘through:its Callow Well No. 2 located in Unit B, Séction 33,

" Township 29 -North, Range 13 West, West Kutz-Pictured Cliffs Pool, San

Juan County, New Mexico.

Application of The British-American 0il Producing Company for.a dual
completion and:-pool commingling, Lea County, New ‘Mexico. Applicant,-
in the -above- styled cause, seeks approval of. the dual’ completlon (con-
ventional) of its North Wilson .Deep Unit Well No ‘1, located in Unit ©

-of Section 31; Township-20 South, Range- 36 East, Lea County, New Mexico,
© to produce o0i}l from. the Upper Bone Spring. formatlon and the Lower Bone

Spring formation through parallel strings of. tub1ng - Applicant further
Steks authority to commingle the production from said pools after
separately metering the Lower Bone Sprlng production.

:Applicatlon of The British- Amerlcan 011 ProduC1ng Company for the cre-

ation of & new oil pool and special pool rules, Lea County, New Mexico.
Applicant, in the above-styled cause, seeks the creation of a new oil

~pool for Upper Bone Spring-production for its North Wilson Deep Unit

Well No. 1, located in Unit O of Section 31, TOWnShlp 20 South, Range

36 East, Lea County, New Mexico, which well is perforated from 7888 to
7901 feet. Applicant further seeks the promulgatlon of special rules

for said pool, including a provision for 80-acre proration unit

Application of The British-American Oil'Producing Company for the cre-

ation of a new oil pool and special pool rules, Lea County, New Mexico.

Applicant, in the above-styled cause, seeks the creation of a new il
pool for Lower Bone :Spring production for its _North Wilson Deep Unit
Well No. 1, located in Unit O of Sectlon 31, Townsh1p 20 South, Range 36
East, Lea County, New Mexico, which well is perforated from 10,094 to
10,122 feet., Applicant further seeks the promulgatlon of special rules
for said pool, including a prov131on for 80-acre proration units.




- Docket No. 20-64’

DOCKET: EXAMINER HEARING - WEDNESDAY - JULY 22, 1964

9 & M. - OIL CONSERVATION COMMISSION CONFERENCE ROOM,
STATE LAND OFFICE BUILDING, SANTA FE, NEW MEXLGO

The folibwing cases will be heard before Daniel S. Nutter, Examiner, or Elvis A,
Utz, Alternate Examiner:

f CASE 3081: Application of Shell 01l Compatiy for a waterflood pro;ect Lea County,
! ' New Mexico, Applicant in the above- styled cause, seeks authority

to institute a waterflood project in the Langlie-Mattix Pool by the
i injection of water through four wells at unorthodox locations.in Sec-
! _ tion 21, Township 24 South, Range 37 East, Lea County, New Mexico.

CASE 3082: Application of Union Oil Company of California for salt water disposal,
Lea County, New Mexico. Applicant, in the above-styled cause, seeks
" authority to dispose of prpdiced salt water into the Devonian formation
; ' through perforations from 11,246 feet to 11,285 feet in its State-
i s T Gross Well No. 2 located in Unit L of Section 11, Township 12 South,
‘ Range 32 East, East Caprock Field, Lea County, New Mexico.

! CASE 3083: Applicat1on of General American Oil Company of Texas for a waterflood
o project, Eddy County, New Mexico. Applicant, in the above- -styled
i cause, seeks authority to institute a waterflood progect by the injec-
f , tion of water into the Premier Sand through twelve wells located in
N Sections 27, 28, 33 and 34, Township 17 South, Range 30 East, Eddy
R Countyy New Mexico. Certain of the aforesaid injection wells would
be drilled at unorthodox locations.

CASE _3084: Appllcatlon of Fair 0il Company for a buffer zone extension and. pool
redelineation, Eddy County, New Mexico. Applicant, in the above-styled
" cause, seeks an amendment of Order.No. R-2033 to extend thie waterflood
buffer zone authorized by said order to include the SE/4 NE/4 of Sec-
tion 36, Township 17 South, Range 29 FRast, Eddy County, New Mexico.
Applicant further seeks the extension of the Loco Hills Pool to include
said quarter-quarter section, and the assocfaced deletion of said acre-
age from the Grayburg-Jackson Pool.

‘

CASE 3085: Application of Humble 0il & Refining Company for two non-standard oil ﬁf:\ :
proration units, Lea County, New Mexico. Applicant, in the above- styled o
cause, seeks approval of two non-standard- 80-acre oil .proration units
in Section 7, Township 19 South, Range 35 East, Scharb Bone Springs
Pool, Lea County, New Mexico. The first’ unit would comprise the NW/4
NE/4 and the NE/4 NW/4 of Section 7 and be dedicated to applicant's
Alves Well No. 1 located in Unit B of said Section 7. The second unit
would comprise the SW/4 NE/4 and the SE/4 NW/4 of Section 7 and be de-
~dicated to applicant's Alves Well No. 2, which would be drilled in
Unit G of said Section 7.

CASE 3086: Application of Texaco Inc. for a waterflood project, Lea County, New
’ Mexicdd. Applicant, in the above-styled cause, seeks authority to
instityte a waterflood project in the Rhodes Yates 011 Pool by the in-
jection of water into the Yates and Seven Rivers formations through
two wells in Section 26, Township 26 South, Range 37 East, Lea County,
New Mexico.




QGOVERNOR Bt R g

JADK M. CAMPBELL
DHAIRHAN

Sinte of Hetw Saxico
®il Gonsexfrstion @ ommission
e

"
LAND coum-mam s BYATE aEoLOOIST

£ B JOHNNY WALKER ol AL :
MEMBER : SEORETARY * DIRECTOR

" - je:  Case ¥o. 3088 .

. Jason Kellahin rder R-2751
kellahin & FoX ° O o —
Attorneys at Law
post Office BOX 1769 ‘ . phillips petroleum Company
santa Fe. New Mexico : ' ‘

Applicants

pear Sixs

Enclosed herewith are two coples of the above-referenced
'_co-ulloa o:aqz'_:mnuy entered in the subject case. _ ‘

Vary troly youre,

Ao' Ilo ’Omﬂ. J:.
_m:starr-birocto:




BEFORE THE OIL CONSERVATION COHMIRSION
OF THE SYATR OF NEW MAaXICO

1IN THE MATIER OF U8 ARARING

- CALLED BY THE OIL CONSERVATION
COMMIBEION OF NEW MEXICO POR
THE PURPOSE OF CONGIDERING:

CAGE Ho. 3088
Order Ro. R-2751

APPLICATION OF PHILLIPE PETROLEUM
CONPARY FOR APPROVAL OF THE RARGER
LAKE UNIT AGREBEMENT, LEA COUNTY,
NE¥ MEXYCO. '

- This cause vame on for hearing at 2 o'clack a.m. on July 22,
1964, at Hanta ¥Fe, Few Mexico, bofore fSraminer bPaniel 2. Nutter,

RO, on this  29th cay of July, 19¢4, the Swewulssion, o
guorum being prasent, having considered the testisony, the record,
arnd ths reccomendations of the Sxaminar, and being fully asdvised
in the premisss, '

RASRE

(1) That due public notice having heen given agr requized by
lJaw, the Commiselon hae jurisdiction of this cause and the subject
matter thers»f. | '

(2) That the applicant, Phillips Petrolumm Company, coeeke
approval of the Ranger Lake Unit Agraemant covaring 2650 acres,
- more or lese, of Blate land in Townehip 12 Bouth, Rangs 4 Rast,
MiPM, Lea County, Mew Mexice.

(3) That approval of the proposed unit agresment sheuld
prosiote the prevantion of waste and the protection of correlaw
tive rights within the unit avea.

(1) That the Ranger-baka Unit Agraeuwent ig heraby approved.
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(2) That the plan contained in said unit agrsement for tho
devalopment andé operation of the unit area is hereby approved in
principieo ar a propar consexvation waasure; provided however,
that notwithstanding any of the provislons contained in sald unit
agreement, this approval shall not be considered as wailving ox
relirquishing, in any wanner, any right, duty, or obligation
which is now, or may hereafter be, vested in the Commiasion to
suparvise and control operatione for the exploration and develop~
went of any lande committed to the wnit and production of oil ox
g4s therefrom, ;

{3) That the unit area shall ba:

Sectlion 141 8/2 sn/a

Baction 22¢ B/2 88/4

Gauction 231 ALl

Beution 24 4/2 ¥/2

Boction 28 HNW/4

8ention 26:¢ All

SBaction 371 B/2 and SR/4 SW/4
Secticn 3ds B/Z ard B/2 nu/4
Baction 35 BK/4

contaluing 2680 acres, nore or lease.

{4) That the unit areées wmay be anlarged or contracted as

Cprovided in the unit agraeament; provided, nowever, that aduninig-

trative approval for oxpansgion or contraction of the upit ares
suot 8leo be chtained from the Secrstury-Director of the Cosmise
sion. .

(5] ‘That the unit spsrator shall file with the Coumission
an executed original oy sxecuted counkerpart of ths wnit agrees
want withia 30 days after the effective date thareof; that in the
svent of subseguent juinder by any party or expansion or ¢ontrkce
tisn of the unit area, the unit operator shall £ile with the
Copmliasion within 30 days thoreafter counterparts of tha unit
agremont reflacting the ﬁﬂhSC2iption of those intarsste havinq
jJoined or vatified.
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(¢) That thie ordsr shall hecvowms etfestiva upan the approval
of sald unit agroeexent Dy the Commisszionar of Publlic Iands for the
Statg of Rew Monieo; that thin ordex shdll tertwinate iReg fagke
wpon the teramiration of said unlt agreowmanty InG that the lant
wnit operator shall notify the Commission inmediately {3 writing
ot such texsination.

{7) ‘het Jurisdiction of thie cavte 18 retained for the
entey of such further orders as the Cumiscion may Jdeem Recede
saxy,

DOME at Ssnta Fo, MHew Moxico, on the day and yoar hereiu-
above Casignated.

BTAYE OF NB¥ BERICC
- OlL CCESBRVATI(H COHMIBRICH

JAZK ¥. CAREBELL, Chaimman
%. 5., YALFER, Nesber

A. Lo PORTER, Jr.; Heubey & fecretary
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BEFORE THE OIL CONSERVATION COMMISSION

OF NEW MEXICO

IN THE MATTER OF THE APPLICATION
OF PHILLIPS PETROLEUM COMPANY FOR o
APPROVAL OF THE RANGER ILAKE UNIT

AGREEMENT  EMBRACING 2,680 ACRES, y
a < MORE OR LESS, LOCATED IN TOWNSHIP ZX
i . 12 SOUTH, RANGE 34 EAST, N.M.P.M., 2 0,
o LEA COUNTY, NEW MEXICO. case No. _2"

APPLICATION

comes now Philiips Petroleum Company, a Delaware corporation

duly authorized tc do bgsiness in the State of New'Mexico, and
applieé to the Oil Consérvation Commission for approval of the
Ranger Lake Unit, ILea County, New Mexico, and the unit agree-
ment and unit operatirig agreement applicable to said unit area,
and in suppsrt thereof would shows:

1. The proposed unit area covered by said unit agreement
embraées 2,680 acres, more or less, and such additional lands
to which saidiagreement may be extended, as proGided therein, the
unit area being more particularly describéd as follows:

Township 128, Range 34E

Section 14: E/2 SE/4

Section 22: E/2 SE/4

Section 23: All JRYY Ry B
Section 24: W/2 NW/4 and W/2 SW/4
Section 25: Nw/4 :

Section 26: All

Section 27: E/2 and SE/4 SW/4
Section 34: E/2 and E/2 NW/4
Section 35: NW/4 ’

2. The formation to be unitized is commonly known as the
Ranger Lake zone of the Pennsylvanian formation, furthex identified
as the producing formation found in the Phillips Petroleum Com~
pany's Ranger Lake Unit No. 1 well located in the SE/4 SE/4,
Section 23, Township 12, South, Range 34 East, Lea County, New

‘Mexico, between the depths of 6,080 and 6,230 feefkgéﬂé¥VﬁvﬁiEbgvel.

L
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3. The lands embraced within the proposed unit area
consist of State lands.

4. ‘The unit agreement and unit operating agreement will
permitrthe producing area to be developed and operated in the -
interest of conservation and the prevention of waste of oil
and gas. Applicant Phillipé Petrxoleum Company is desiQﬁated as
unit operator/in said unit agreement and as such is givén
authority under the terms thereof to carry on all operations

neceSsary for the development and operation of the unit area

and the unitized formation for the production of oil and gas,

 subject to all applicable laws and regulations.

5. A copy of the unit agreement and unit operating
agreement for the development and operation of the Ranger Lake
Unit area is filed kerewith as Exhibit "1", and made a part
hereof. The Gnit'agreement is in’substénfially the same form
as agreements heretbfore”approvea by the New Mexico 0Oil Con-
sexvation Commission and the Commissioﬁer of Public"LandS, and_a
copy thereof has been submitted to the office of the Comhissioner
of Pﬁblic Lands for approval. Names of all interest owners in
the lands and formation unitized are shown in Exhibit "B" attached‘
to the said unit agreement. |
WHEREFORE, applicant requeststhat this matter be set for hear-
ing before the Commission's examiner, and that aftef notice and
‘hearing as required by law, the Commission enter its oxder
approving the Raﬁger Lake Unit, Lea County, New Mexico.

PHILLIPS PETROLEUM COMPANY

By<§§a45bﬂ,g.f(41w;4L;
son W. Kellahin
Kellahin & Fox
P. O. Box 1759
Santa Fe, New Mexico

-2



CARL W. JONES
P. 0. Box 791
Midland, Texas

J. V. PEACOCK
P. 0. Box 791
Midland, Texas

ATTORNEYS FOR APPLICANT
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DRAFT

BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

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

P CASE No. __ 3088
i \\\’ S Order No. R- 07/5/
\L/’

: ' APPLICATION OF PHILLIPS PETROLEUM COMPANY

FOR APPROVAL OF THE RANGER LAKE
UNIT AGREEMENT, LEA COUNTY, NEW MEXICO.

ORDER OF THE COMMISSION

BY THE COMMISSION:

. This cause came on for hearing at 9 o'clock a.m. on
July 22 , 1964 , at Santa Fe, New Mexico, before Examiner

| i Daniel S. Nutter .

- 'NOW, on this day of July , 1964_, the Commission,
a:quorum being present, having considered the testimony, the record,
and the recommendations of the Examiner, and being fully advised

in the premises,

Ty

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.
) ) -
Phillips Petroleum Company e

(2) That the applicant,

. .
seeks approval of the Ranger Lake ¢~ Unit Agreement
- 7 " State.
covering 2680 acres, more or less, of PSSR landd in
' . sexxck xR x
South . East
12 / o’ Range__ 3 — NMPM,'

Lea . County, New Mexico.

Township__

(3) That approval of the proposed unit agreement shquld
promote the prevention of waste and the protection of correla-

tive rights within the unit area.

IT IS THEREFORE ORDERED:

(1) That the - Ranger Lake : Unit Agreement

is hereby approved.

(2) That the plan contained in said unit agreement for the
development and operation of the unit area is hereby approved in
principle as a proper conservation measure; provided, however,
that notwithstanding any of the provisions contained in said unit

‘ ' B -agreement this approval shall not be considered as waiving or

relinquishing, in any manner, any right, duty, or obligation
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which is now, or may hereafter be, vested in the Commission to
supervise and control operations for the exploration and develop-
ment of any lands committed to the unit and production of o0il or
gas therefrom.

(3) That the unit area shall be:

NEW MEXICO PRINCIPAL MERIDIAN

LEA COUNTY, NEW MEXICO

TOWNSHIP 12 SOUTH, RANGE 34 EAST

Section 14: E/2 SE/4

Section 22: E/2 SE/4 » s -
Section:‘23: All ‘
Section 24: W/2 W/2

Section 25: NW/4

Section 26: All

Section 27: E/2 and SE/4 sW/4

Section 34: E/2 and E/2 NW/4

Section 35: NW/4

containing 2680 acres, more or less.

(4) That the unit area may be enlarged or contracted as
prov1ded in the unit agreement- provided, however, that adminis-
trative approval for expansion or contraction of the unit area
must also be obtalned from the Secretary—Dlrector of the Commis-
sion.

(5) That the unit operator shall file with the Commission

" an executed original or executed counterpart of the unit agree-
'Ament within 30 days after the effective date thereof; that in the’

event of subsequent jOlnder by any party or expan31on or contrac—
tion of the unit area, the unit operator shall file with the
Commission within 30 days thereafter counterparts of the unit
agreement reflectlng the subscription of those interests having
joined or ratified.-

(6) That this order shall become effective upon the approval
of sald un1t agreement by the Commissioner of Publlcf/ands for the

State of New Mexico aaé:tbc:Bineete:=e£¥tho=8nétoé=3¢ates=ﬁeeéagi-

=xF=srvey; that this order shall terminate ipso facto upon the

termifiation of sajd unit agreement; and that the last unit opera-
tor 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 neces-
sary. '

DONE at Santa Fe, New Mexico, on the day and year herein-
above designated.




DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N, M.

EANTA FE, M. M,

FANRMINGTOM, o, M,

PHONE

PHONE 983-3071

PHONE 243.6691

325.1182

‘BEFORE THE
NEW MEXICO OIL CONSERVATION COMMISSION
Santa Fe, New Mexlco

July 22, 1964

_EXAMINER ___ HEARING

IN THE MATTER OF:

Application of Ph:.ll:.ps Petroleun Company
for a unit agreement, Lea County, New
Mexico. Applicant, in the above-styled
cause, seeks approval of the Ranger Lake
Unit Area comprising 2,680 acres, more
or less, of State land in Township 12
South, Range 3l East, Lea County, New
Mexico.

Application of Phillips Petroleum Company
for a waterflood project, Lea County,

New Mexico.

T Nt N Nt N Mt Nt Nt il sl et it st

BEFORE : DANJEL S. NUTTER, Examiner.

TRANSCRIPT OF HEARING

e

~

-
Case Nq_(.«*/ 3088 .
C—"

Case No. _3089
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ALBUQUERQUE, N. M,

PHONE 243.6691 -

o
-a matter of reqord?

MR. NUTTER: Wo will call Case 3083,

‘MR. DURRETT: Application of Phillips Petroleum Company

| for a unit agresment, Lea County, Now Mexico.

MR. KELLAHIN¢ Jason Kellahin, Kellahin and Fox, Santa
Fe, representing the Applicant. We have one witness we would like
to have sworn. W
| {Witness sworn.)

M. He McCONNELL

célled as a witness, having been first duly sworn on oa%h, was
examined and testified as follows: “
- DIRECT EXAMINATION
BY MR. KELLAHIDN: -
Q. ‘Would you state your neme, plcase?
A M. H, McConnell.
| Q By whom are you emplcyed and in what position?
A “Phillips Petroleun Company as a pétroleum engineer,
'@ Mr, McComnell, have you ever testified before the 01l
Conservation Conmission of New Mexico and made your qualifications|
A Yes, I have. |
ST MR, KELLAHIN: Are the witness's Qpalificationq:aecgpt-
able? | ’ | B
MR. NUTTER: Yes, sir.
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ALBUQUCROUL, N. M.
PHONE 243.6691)

DEARNLEY-MEIER REPORTING SERVICE, Inc.

Q@  Mr. McConnell, are you familiar with the application of
- Phillips Potrolewn Compahy in Case 30387
o A’f Yes, sir,

MR. KELLAHIN: At this time I would like to move the
Commission that thié case bo consgolidated with Case 3039 in view
of the fact ona is a unit agreamenﬁ and the other covers a watef-
fléod project for the same unit.,

MR, NUTTER: We will néw call Case 3089,

MR. DURRETT: Application of Phillips Petroleum Company
foria wvaterflood project, Lea County, New Mexicqﬁ

MR. NUTTER: Is thers objection to the consolidation of
Cases 3088 and 3089 for purposes of hearing? The cases will be
consolidated,

Q {By Mr. Keliahin) Are you familiar with the applica-
tion of Phillips in Case 30897 |

A Yes, I am.

Q Would you state briefly to the Comumission Examiner what

48 nroposed by Phillips Petroleum Company in these two cases?

A We propose to unitize the reservoir that produces in thig

5rea, the Ranger Lake-Penn formation, and we propose to initiate

a water injection program to waterflood this reservoir and in-

- erease the recovery.

Q De you have a plat showing the area involved in this

~Z

N




DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERGUE, N. M.

PHONE 243 6691

T
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applicationT ‘

A Yos, 8ir.
(Whereupon, Applicant's Exhi=-|-
bit No. 1 was marked for
_ idantificapion.)
¥R, WUTTER: I McConnell, what office do you work oubt
of?

A I work out of the Fhillips office in Odessa.

Q {By Mr. Kellahin) Now, ceferring to what has been

marked as Exhibit No. 1, Mr. HcCOnnell, would you {dentify that

oxhibit and atate what 18 ghown on 147

A This exhitit shows Jease ownership in the area sur-
- younding the pvoposed Ranger Lake Unit. It shows coiored in in

yellow the proposed unit area, which 1s the entire producing rasors

yolr, and it shows all producing wolls and those wells with the

jarge circle around them a8 the proposed water jnjection wells.

Q In connection with the application, & copy of the unit
agreement and unit operating agreement was £11ed with the 01l
Conservation comnission, was it not?

A Yas, sir.

Q  Making reference to that exhiblt attached to the appli-

cation and in particular toO the unit area as ghown by Exhibit A,

has all of the area been committed to the unit?

A As of now it has not all boen committed to the uni®

=
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DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N, M.

PHONE 243.6691

PAGE 5

agrecment.

Q What éreas héve not been committed as to the working
interest we'rs referring to?

A Tract 3 has not been committed, which is in Section 22,
Tract 4 has not been committed in Section 24, and T;aéb 7 in
Section 34 has not beoen committed.

Q Mas the remainder of the tracts as shown on Exhibit A
been committed to the unit? |

A Yas, sir,

Q And all of the working interest owners havefggreed to
unitization?

A Yes, sir.

Q And have they agreed to the waterflood projectras Pro=
posed?

A Yas, they héve.

Q What 1s the #tatua ag to the royalty interest involved
in this unit?

A The royalty is ali owned by the State of New Mexico;

Q -‘ Has the form of unit been submitted to the’office of
the State Land Commissioner?

A Yos, it has.

Q Has avproval been given by the State Land Commiagsioner

as to the forie and content of the unit agreement?




- DEARNLEY-MEIER REPORTING SERVICE, Inc.

PHONE 243.6691.

ALBUQUERQUE,

PAGE 6

A Yes, sir, approval has been given in lotter form.

Q What is the situwation as to any overriding royalties?

A - A1)l overriding royalties have been committed to the
unit agreement, |

Q | Are all of tho lands involved in this unit state lands?

A _Yas. sir.

Q Ahd thera are no federal or fee lands involved?

A 'That's_correét.

Q  Does the unit agreement substantially give control of
the area for secondary reco%eﬁ& Purposes?

A | Yes, sir, it does.

Q In connection with the secondary recovery program, didr
you file with the application an exhibit showing the present
status of the wells which will be utilized for injection wells?t

A We did.

Q Are thoss wells as presently shown, will they be util-
ized in that fashion for water injection purposes?
| A Well, thess diagrama show the pregent gtatus of the
wells as they are shown in théycommission office in Hobbs. The
only deviation from this is that we will install a packer in each
well and inject through tublng under a packer in all cases.

MR. KELLAHIN: Off theé record.

(Whereupon, a discussion was held off the record.)
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s ' {Wheroupon, Applicant's Exhi¢
bit No. 2, pages 1 through
‘9, were marked for identi-
fication.)

Q Referring to what hés been marked as Exhibit 2, pages

1 through 9, are those the schematic diagrams of the present

et At A e g kb Bem i 3 b S e

status of the wells you just mentioned?
A’ Of our proposed injection wells,
Q What do you propose to do to these wells for injection
W poses? |
A  We will set a parmanent packer immediately above the
" injection formation which 1is now the production fbrumﬁion, and

set a string of tubing in the packer so that in all casos in-

PHONE 243.6691

jootion will be through a string of tubing and under a packer.

. ALBUGUERQUE, N. M.

Q Now, the exhibit reflects that there are two strir;gs of

MEIER REPORTING SERVICE, Inc.

tubing in some of the wells on which a Kobe pump is apparently

>
-

used, Only one string of tubing will bgrused in those wells?
A That's right, this parallel string of tubing will be

‘pulled out and only the large string will be run back in and set

'DEARNLEY

in the packer.
| Q Was this mamner of completion discussed by you with the

State Engineer?

A Yes, it was.

Q Did the State Engineer's Office, through Mr. Irby, agree

Lazg_xhig_nxgngggd manner of completioh?




ALBUQUERQUE, N. M,

DEARNLEY-MEIER REPORTING SERVICE, Inc.

PHONE 243.6691

Yos, sir.

They furnished a letter to the Commission to that effect

Yos.

o > o »

What will be the source of water to be used for injec-
tion?
It will be an Ogallala formation.

Are you buying the wator?

= o >

No, we develop our own Supply within the unit area.

You have permits from the State Engineer and have al-

o

ready developed the water supply?

That 18 correct.

What volumes will be injected in the unitéﬂr

We anticipate injecting 12,000 barrels per day.

Through the nine wells? -

R~ Y > >

Through the nine wells.
Q  Will the injecéion start immediately on all of the’wells4
is that your plan? x
A Thaﬁ’s the vlan,
Is ﬁgia area at a substantial stage of completion?
Yes, it's esgentially depleted now,. |
Would you say it is at the stripper stage?

Yes, sir, it is at the stripper stage.

>R S > A ]

Is there any primary recovery left in the ficld at the

&
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ALBUOUERQUE, N, M,
PHONE 243.669)

PAGE O

present time?

A Only an insigaificant aumount.
Q Do you have logs of each of the iﬁjection vells?
A I belleve we hava them right hexe,
MR, NUTYER: We have the logs, IS presumé they ara the
same logs.
A Sanie logs,.
MR, NUTYER: The fils is prdtty thick, I ﬁhink Wwe can
probably get slong without those.
Q@  {By Mr. Kellahin) Logs on all the wells have been sup-
vlied to the Commission, have they npt?
A Yes, sir.
NR; KELLAHIQ: At this time I would like to offer in
evidence Exhibits 1 and 2, |
MR, NUTTER: Ware you planning to offer the brochure
as an exhibli?
MR, KELLAHINg If the Commlssion desires.
MR, NUTTER: 1 Qould like to have this as an exhibit,
{Whereupon, Applicantts Exhibit
o, 3 was marked for identifi-
cation.)
Q Diveetlng your attention to what has besn marked as
Exhibit No. 3 in Case 3033, is that the form of unit agreemént

pronosed in this annlication?




DEARNLEY-MEIER REPORTfNGSERVICE, Inc.

ALBUOUERQUE, N. M.

PHONE 243.6689!

PAGE 10

" @vidence Exhibits 1, 2 and 3.

: tﬁe unit?

A Yea, it 1s,

Q Is that unit agreement subsﬁahﬁ;ally the same form that
has been approved in previous cases by thiﬁrcbmmission?

A Yes, it's the same form essentially.

MR. KELLAGIN: At this time I would 1like to offer in

MR. NUTTER: Applicant's Exhibits 1 through 3 will be
admitted in evidencs.

(vhereupon, Applicant!s Ex-

hibits 1, 2 and 3 wers of=-
fered and admitted in
evidence,)

MR. KELLAHIN: That's all I have on direct examinatiocn,

Mr. Nutter.
MR, NUTTER$ Are there any questions of Mr. McConnell?

CROSS EXAMINATION
BY MR. NUTTER:
Q I belleve you stated that Tracts 3, 4 and 7 had not been
committed?
A That's right.
Q  Tract No. 4 has one of the yroposed igf%gtidn wells on
it, Is this going to be converted to injection and operated inQ

dependently, or are you anticipating that the well will come into

A We expect that the well will come in, but it's not
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A Corract.

o Q Have you made any estimates as to what you'tll recover

as & result of the secondary effort?
A Yes, we estimate 3,210,000 barrels. This 18 the same

as the utlimate primary estimate.

Inc/l‘;

Q What is the participation formula under the wiit agree-

ment?
A It's a two-phase formula. I believe Phase 1 is half

the remaining primary --
Q Thié is it on pages 7 and 3, I presume, of the brochure?

S

A That'é right, The primary phase is fifty percent six

monthe' production for the first half of 1962 and fifty percent

ALBVQUERQUE, N, M.
PHONE 243.6691

remaining primary production subseguant to June the 30th, 1962,

vt oo e s roe s oy v

Now, if you look on the agreement there is a typographical error
there., It shows '63, that should be '62,
-Q "Thatfs on page 37

A Onmge S

DEARNLEY-MEIER REPORTING SER VICE;

Q And you do have tentative approval from tha Commissioner

of Public Lands of the unit agreement?

A Yes, sir.

Q  Mr. McConnell, will this tubing that will bé installed

in these walls be plastic coated?

l A Either plastic coated or cement coated.




DEARNLEY-MEIER REPORTING SERVICE, Inc.

N, M.

PHONE 243.6691

ALBUQUERQUE,

PAGE 13

MR. NUTTER: Any other questions of Mr. McConnell?

He may be excused.
(Witness excused,)

MR. NUTTER: Do you have anything further, Mr. Kellahin?

MR, KELLAHIN: Thatts all I have, Mr. Nutter.

MR. NUTTER: Doés anyons have anything they wish to
offer in Cases 3088 or 30897

" MR, DURRETT: , I would like to state for the record that -

we have received a letter from Mr. Frank Irby, the State Engineer®
0ffice, that was referred to in the'testimony.

MR, NUTTER: If there's nothing further in Cases'3088

and 3089 we'll take these cages under advigement.

e

$




DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUEROUE, N, M.

PHON?..243.6689!
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STATE OF NEW MEXICO ) «
COUNTY OF BERNALELO ; ° '

I, ADA DEARNLEY, Notary Public in and for the County of
Bernalillo, State of New Mexico, do hereby certify that the fore-
going and gttachgd Transcript of Hearing before the New Mexico Oil

conservation'Commission was reported by mej and that the same is

a true and correct record of the said proceedings, to the best

_ef ny knowledge, skill and ability.

Witnesa my Hand and Seal this 3rd day of August, 1954,

/iizé&zJ ch:Z«AmAQVvléﬂw'

. NOTARY FUBLIC

My Commission Expires:

Juhe 19; 1967.

I do herebv ﬂerfif‘v thpt the foregoing is
a co**p oL e T Lty nen s s Yo i

the ?I—'.r.‘ G Dunolng of b R .‘0"‘{0”
hearid by e i ... (taleg.. e | 39 6#.

————iae ey Ex.zainer
New !exico 011 Conselvatlon Conmission
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Nlgquorum being present, having considered the testimony, the record,

BEFORE THE OIL CONSERVATION COMMISSION.
OF THE STATE OF NBW MEXICO

IN THE MATTER OF THE HEARING

CALLED BY THE OXL CONSERVATION

COMMXES8ION OF NEW MEXICO FOR : ' =
THE PURPOSE OF CONSIDERING:

CASE No., 3088
Order No. R-2751

APPLICATION OF PHILLIPS PETROLEUM
GOMPANY FPOR APPROVAL OF THE RANGER
LAKE UNIT AGRERMENT, LEA COUNTY,
NEW MBXICO.

Q oF . 86

This cause came on for hearing at 9 o'clock a.m. on July 22,
1964. at Banta Pe, New Mexico, before Examiner Daniel 8. Nutter.

NOW, on this__ 29th day of July, ¢964, the Commission, a

and the recommendations of the Examiner, and baing fully advised
in the premises,

EXNDSs

(1) That due public notice having beén’given a8 raguired by
law, the Commiseion has jurisdiction of this cause and the subject

matter thereof,

{2) That the applicant, Fhillips Petroleum Company, seeks
approval of the Ranger Lake Unit Agreement covering 2680 acres,
more oxr less, of Btate land in Townsnlp 12 Bouth, Range 34 East,
NMPM, Lea County, New Mexico.

(3) That approval of the proposed unit agreement should
promote the prevention of waste and the protection of correla-
tive rights within the unit area.

IT 18 T ORE O ]

(1) fThat the Ranger Lake Unit Agreement is hi2reby approved.

o
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CABE No. 3088
Order Mo. R=2751

(2) That the plan contained in said unit agreement for the
development and opsration of the unit area is hereby approved in
principle ag a proper consexrvation measure; provided¢ however,
that notwithstanding any of the provisions contained in said unit

lagresment, this approval shall not be considered as waiving ox

relinquishing, in any manner, any right, duty, ox okligation
which is now, or may hereafter be, vested in the Commission to
supervise and control operations for the exploration and develop-
ment of any lands committed to the unit and pxoduction of oil or

gag therefrom,

(3) That the unit area shall be:

NEW MEXICO PRINCIPAL MERIDIAN

LEA COUNTY, NBW MEXICO
TOANSAIP 12 SOUTH, RANGE 34 EAST
.8ection 143 E/2 SR/4
‘8action 22: E/2 SE/4
Saction 23: All
Section 24: W/2 W/2
Section 25: NW/4
Section 26: All ‘
Saction 27: E/2 and BE/4 SW/4
Section 34s E/2 and EB/2 ¥W/4
Baction 353 NW/4

containing 2680 acres, more or less.

~ {(4) That the unit area may be énlarged or contracted as
provided in the unit agreement; provided, however, that adminisg-
trative approval for expansion or contraction of the unit area
must also be obtained from the Secretary~Director of the Commis-
sion.,

(5) That the unit operator shall file with the Commission
an executed original or executed counterpart of the unit agree-~
ment within 30 days after the effective date thereof; that in the
event of subsequent joinder by any party oxr expansion or contrac-
tion of the uvwnit area, the unit operator shall file with the
Commission within 30 days theéreaftexr countexparts of the unit
agreement reflecting the subscription of those interests having
joined or ratified.




_3-
CASE No. 3088
Ordexr No., R-2751

(6) That-.this order shall become effective upon the approva
of said unit agreement by the Commisslioner of Public Lands for the
State of New Mexico; that this order shall terminate jipso facto
upon the termination of said unit agreement; and that the last
{lunit 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 neces~
83axy.

- DONE at Santa Fea, New Mexico, on the day and year herein~
above designated.

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

i

K M. CAMPBELL, [Chairman

ZFMM.V

BB, WALKEL Member

QA |

A. L. PORTER, Jr.,/Member & Sacretary

esx/
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UNIT AGREEMENT

FOR_THE DEVELOPMENT AND OPERATION OF THE

RANGER LAKE UNIT
RANGER LAKE FIELD

LEA COUNTY, NEW MEXICO

NO.

THIS AGREEMENT, entered into as of the lst day of March, 1964, by and between
the parties subscribing, ratifying, or consenting hereto, and herein rererred to as
"parties hereto”,

WITNESSETH:

WHEREAS, the parties hereto are the owners of Working, Royalty, or other oil
or gas interests in the Unit Area subject to this Agreement; and '

WHEREAS, the' Commissioner of Public Lands of the State of New Mexico is
authorized by an Act of the Legislature (Section 3, Chapter 88, Laws 1943 as amended
by Section 1 of Chapter 162, Laws of 1951) to consent to or approve this Agreement
on behalf of the State of New Mexico, insofar as it covers and includes lands and
minerdl interests of the State of New Mexico; and

WHEREAS, ‘the Commissioner of- Public Lands of the State of New Mexivs is author-
ized by an Act of the Legislature (Section 1, Chapter 162, Laws of 1951) to amend with
the approval of the Lessee, any oil and gas lease embrac1ng State lands so that the
length of the term of said lease may coincide with the terms of the unitized develop-
ment and operation of State lands; and

WHER&AS the 0il Conservation Commission of the State of New Mexico is author-
ized by 1aw’(0hapter 72; Laws of 1935, as amended by Chapter 193, Laws of 1937,
Chapter 166, Laws of 1951, and Chapter 168, Laws of 1949) to approve this Agreement,
and the conservation provisions hereof; and

NHEREAS the parties hereto hold sufficient interests in the Unit Area subject
to this Agreement to give reasonable effective control of operation therein; and

WHEREAS, it is the purpose of the parties hereto, to enable institution and
consummation of decondary recovery operations, to conserve ‘natural resources, pre~
vent waste and secure the other beriefits obtainable through development and operation
of the Unit Area subject to this Agreement under the terms, conditions, and limitations
herein set forth.

NOW, THEREFORE, in consideration of the premises and promises herein contained,
the partios hereto commit to this Agreement their respective interests in the below
%efined Unit Area subject to thls Agreement, and agree severally among themselves as

ollows: v




1. DEFINITIONS:. For the purpose of this Agreement, the following terms and
expressions as used herein shall mean:

(a)
(b)

(e)

(d)

(e)

(£)

(2)
(n)

(1)

(3)

(k)

"Commission" is defined as the 0il Conservation Commission of the
State of New Mexico.

"Commissioner? is defined as the Commissioner of Public Lands of -
the State of New Mexico. .

"Paying Quantities" 1s defined as production of Unitized Substances -
in quantities sufficient to pay for the cost of producing same from

wells completed in the Unitized Formation.

#Productive Acreage" is defined as and shall mean the acreage
reasonably proven to be productive of Unitized Substances from
the Unitized Formation.

“"Remaining Primary Production" is defined as and shall be all oil
produced from the Unitized Formation from July 1, 1962, until 7:00
o'clock a.m. the first day of the calendar month after 477, 871
barrels of oil have been produced from the Unitized Formation.

The above Remaining Primary Production is predicated upon 100

. per cent commitment of the hereinabove described lands as .consti-

tuting the Unit Area, and shall be subject to correction to coincide
with the Remainlng Primary Production of the unitized portion of
the reservoir, in event of noncommitment of any tract.

"Royalty Interest” means a right to or interest in any portion of
the Unitized Substances or proceeds therecf other than Working
Interest.

"Royalty Owner! means a party hereto who owns a Royalty Interest.
"Secondary Froduction" is defined as and shall be all oil produced
from the Unitized Formation after the Remaining Primary Production
has been produced.

nitized Formation” is defined as and shall mean that heretofore

-established underground reservoir, underlying Unit Area and com-

monly known as the Ranger Lake zone of the Pennsylvanian Formation,
being further identified as the producing formation found in Phillips
Petroleum Company's Ranger Unit No. 1 well located in the SE/L SE/L,
Section 23-T125-R34E, Lea County, New Mexico between the depths of
6080 feet and 6230 feet below sea level.

"Unitized Substances" is defined as and shall mean all of the oil -
and gas contained in or produced from the Unitized Formation.

. "Unitized Land” or "land subject to this Agreement" is defined as
and shall mean those lands within the Unit Area which are commit-
ted to this Agreement.
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(1)

(m)

(n)

(o)

(p)

"Unit Manager" is defined as the person or corporation appointed by
the Working Interest Owners to perform the duties of the Unit Opera-
tor until the selection and qualification of a successor Unit Opera-
tor as provided for in Section 8 hereof.

"Unit Operating Agreement! is defined as and shall mean the Agree-
ment entered into (separately or collectively) by and between the
Unit Operator and the Working Interest Owners as provided in Sec-~
tion 9, entitled, "Unit Operating Agreement, Ranger lake Unit, lea
County, New Mexdco", or any amendment or supplement thereto.

Usable Well" is defined ‘as a well which has been drilled .in the
Unit Area to the depth of the Unitized Formation and has casing

in the hole in condition for use as either a producing well or

an injection well, and on which well there has been filed with the
State of New Mexlco, on or before the effective date of this Agree-
ment, & well record and Completion Report (Form C-105) or Request
for 0il Allowable (Form C~104) and which well has produced some oil
from the Unitized Formation and has had an allowable granted for it
by the 0il Conservation Commission of the State of New Mexico.

"Working Interest' means an interest in Unitized Substances by v1rtue
of a lease, operating agreement, fee title, or otherwise, including

a carried interest, 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, developlng, producing, and
operating the Unitized Formation. Any interest in Unitized Substances
which is a Working Interest as of the date the owner thersof executes
or ratifies this agreement shall thereafter be treated as a Working
Interest for all purposes of this agreement.

"Wbrking Interest Owner® means a party hereto who owns a Working
Interest. The owner -of oil and gas rights that are free of lease

or other instrument conveying the Working Interest to another shall
be regarded as a Working Interest Owner fo the extent of seven-eighths
(7/8) of his interest in Unitized Substances, and as a Royalty Owner
with respect to his remaining one-eighth (1/8) interest therein.

2. UNIT AREA_AND PARTICIPATION: The following described land is hereby desig-

nated and recognized as constituting the Unit Area as to which this Agreement becomes
effective, to wit:

NEW'MEXICO PRINCIPAL MERIDIAN, NEW MEXICO

T, 125, R. 34E

‘Section Ly: E/2 SE/) Section 27: E/2 and SE/L SW/
'22: E/2 SE/4 34: E/2 and E/2 NW/L
23: All - 35: NW/L
2k W/2 NW/l, & W/2 SW/L
25:  NW/L

26: Al




N

Situated in Lea County, New Mexico, containing 2,680 acres, more or less,’ !
and such additional lands to which this Agreement may be extended, all
as herein provided. . #

Exhibit "A" attached hereto is a map showlng the Unit Area and the bound-
aries and identity of tracts and leases in said Unit Area to the extent known to -
the Unit Operator. Exhibit "B® attached hereto is a schedule showing to the ertent
known to the Unit Operator the acreage comprising each tract, percentage ownership
of each Working Interest Owner in each tract, number of wells on each tract and the
percentages of participation, both primary and secondary, as well as the Remaining
Primary Production of each tract in the Unit Area. However, nothing herein or in
said schedule or map shall be construed as a representation by any party hereto v
&s to the ownership of any interest other than such interest or interests as are &
shown in said map or sciiedule as owned by such party. Exhibits "A" and "BY shall 5,
be revised by the Unit Operator whenever changes in the Unit Area render such re- c e
vision necessary, or when requested by the Commissioner. Two copies of such re- ‘
vision shall be filed with the Commissioner.

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 purposes of this Agreement. Such expansion shall be effected in the follow-~
ing manner:

(a) The owner or owners of the Working Interest in and to a tract or
tracts desiring to bring such tract or tracts into the Unit Area,
shall file an application therefor with Unit Operator requesting
such admission. '

Seh (b) Unit Operator shall circulate a notice to each Working 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 Work-
ing Interest Cwners' meeting or otherwise) if Working Interest
Owners having ninety per cent (90%) of the Working Interest in the
Unit Area agree to such tract or tracts being brought into the Unit
Area, then Unit Operator shall, after preliminary concurrence by
the Commissioner,

(1) Prepare a notice of proposed expansion describing the contem-
plated changes in the boundaries of the Unit Area, the reason
therefor, the basis for admission of the additional tract or
trdacts, the unit participation ©o be assigned thereto and the
proposed effective date thereof, preferably the first day of
& month subsequent to the day of notice; and

(2) Deliver copies of said notice to the Commissioner, each
Working Interest Owner (mailing copy of such notice to the
last known address of each such Working Interest Owner) and
to the lessee and lessor whose interests are affécted, ad-
vising such parti¥s that: thirty (30) days will be allowed
for submission to the Unit Operator of any objections to such
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proposed expansions; and

(3) File, upon the expiration of said thirty (30) day period as
set out in Item 2 immediately above, with the Commlssioner
the following: (a) evidence of mailing coples of said notice
- of expansion; (b) an application for such expansion; {c¢)
an instrument containing the appropriate joindérs in compliance
" with the particeipation requirement of Section 31, "Nonjoinder
and Subsequent Joinder!, infra, and {d) copy of any objections
received.

The expansion shall, after due consideration of all pertinent information and
upon approval by the Commissioner, become effective as of the date prescribed in the
notice thereof.

3. UNITIZED SUBSTANCES AND RIGHTS: All oil and gas in or that may be prod-
uced from the Unitized Formation underlying the lands subject to this Agreement,
together with the right to use the surface of said lands for the development and
operation of the Unitized Formation are unitized under the terms of this Agreement.
Nothing herein shall be construed to unitize, pool, or in any way affect the oil,
gas, and other minerals contained in or that may be produced from any formation
other than the Pennsylvaniin Formation, as above described.

4. UNIT OPERATOR: Phillips Petroleum Company, Bartlesville, Oklahoma, is
hereby designated as Unit Operator and by signing this instrument as Unit Operator
agrees and consents tc acoept the duties and obligations of Unit Operator for the
operation and developinent of the Unitized Formation for the production of Unitized
Substances as herein provided. Whenever reference is made herein to the Unit
Operator, such reference means the Unit Operator acting in that capacity and not
as an owner of interests in Unitized Substances and the term "Working Interest
Owner*, when used herein, shall include or refer to Unit Operator as the owner of
a Wbrklng Interest when such an interest is owned by it.

. 5. RESIGNATION OR‘REMOVAL OF UNIT OPERATOR: Unit Operator .shall have the
rlght to resign at any time, but such resignation shall not become effective so

 as to releases Unit Operator from the duties and obligations of Urndt Operator and

terminate Unit Operator!s rights as such for a period of six (6) months after notice
of intention to resign has besn served by Unit Operator on all Working Interest Owners
snd the Commissioner, and until all welle then subject hereto ere placed in a satis-
factory condition for suspension or abandonment, unless a new Unit Operator shall
have taken over and assumed the dities and obligations of Unit Operator prior to

the expiration of said pericd.

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

The Unit Operator may be subject to removal by eighty-five per gent (85%)
of the committed Working Interests on the basis of unit participation, in effect at
the time, exclusive of the Unit Operator. Such removal shall be effective upon
notics thereof to the Commissioner.



- dncurred- by Unit Operator, in conducting unit operations hereunder, shall be paid,
~apportiohed améng and borne by the Working Inteirest Owners in accordance ‘with the

Working Interest Owners as may be agreed upon by the Unit Operator and the Working

In all such instances of resignatlon or removal, until a successor Unit
Operator is selected and approved as hereinafter provided, the Working Ifnterest
Owners shall be jointly responsidble 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 c
to be taken hereunder.

The resignation or removal of Unit Operator, under this Agreement, shall
not terminate its right, title, or interest as the owner of a Working Interest or
other interest in Unitized Substances, but upon the resignation or removal of
Unit Operator becoming effective, such Unit Operator shall deliver possession of
all equipment, materials, appurtenances, and any other assets, used in conducting
the unit operations and owned by the Working Interest Owners to the new duly
qualified successor Unit Overator 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. . —

6. SUCCESSOR UNIT OPERATOR: Whenever the Unit Operator shall tender his or
its resignation as Unit Operator, or shall be removed as hereinabove provided,
the Working Interest Owners shall select a successor Unit Operator by a majority
of the Working Interests on the basis of unit partlcipation, provided no Unit
Operator who has been removeéd may vote for self succession. Such selection shall
not become effective until (a) a Unit Operator so selected shall accept, in
wrltlng, the duties and’ responsibilities of Unit Operator, and (b) the selection
shall have teen. apprOved by the Commissionsr. If.no successor Unit Operator or
Unit Manager is selected and qualified as herein provided, the Commissiocner, at
his election, may déclare this Un1t Agreement terminated.

'7: ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT: Costs and expenses

agreement. or agreements entered into ‘(separately or collectively) by and between
the Wbrking Interest Ownsrs. Such Unit Operating Agreement shall also provide the
manner in-which the Working Interest Owners shall be entitled to receive their
respective proportionate and allocated share of the benefits accruing hereto in
conformity with their underlying operating ‘agreements, leases, or other independent
contracts and such other rights and obligations as between Unit Operator and the

Interest Owners; however, no such Unit Operating Agreement shall be deemed either
to modify any of the terms and conditions of this Unit Agreement or to relieve the
Unit Operator of any right or obligation established under this Unit Agreement,

and in case of any inconsistency or conflict between the Unit Agreement and the
Unit Operating Agreement, this Unit Agreement shall prevail. Two true copies of
any Unit Operating Agreement executed pursuant to this section shall be filed with
the Commissioner prior to approvdal of this Agreement.

8. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR: Except as otherwise specifi-

oally provided herein, the exclusive right, privilege, and duty of exerecising
any and ‘all rights of the parties hereto which are necessary or convenient for
prospecting for, producing, storing, allocating, and distributing the Unitized
Substances, are hereby delegated to and shall be exercised by the Unit Operator
as herein provided.
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Acceptable evidence-of title to said rights shall be deposited with ssid Unit Opera-
tor, and together with this Agreement, shall constitute and define the rights,
privileges, and obligations of Unlt Operator. Nothing herein, however, shall be
construed to transfer title to any land or to any lease or operating agreement, it
being understood that under this Agreement, the Unit Operator, in its capacity es
Unit Operator, shall exercise the rights of possession and use vested in the parties
hereto only for the purposes herein specified,

9. PLAN OF OPERATIONS: It is recognized and agreed, by the parties hereto,
that all of the land spbjeet to this Agreement is reasonably proved to be productive
of Unitized Substances in paying quantities and that the object and purpose of this
Agreement is to formulate and to put into effect a secondary recovery project in
order to effect the ‘greatest recovery of Unitized Substances, prevent waste, and
conserve natural resources. The parties hereto agree that the Unit Operator may,
subject to the consent and approval of a plan of operation by the Working Interest
Owners and the Commissioner, inject into the Unitized Formation, through any well
or wells completed therein, brine, water, air, gas, oil, and any one eor more other
substances whether produced from the Unit Area or not, and that the location of
input wells and the rates of injeotion therein and the rate of production shall be
governed by standards of good geologic and petroleum engineering practices and con-

- gervation methods. Subject to like approval, the plan of operations may be revised

as conditions may warrant. The initisl plan of operation shall be filed with the

- Commissioner 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 Commissioner may determine to be necessary for timely operation
consistent herewith. Reasonable diligence shall be exercised in complying wlth
the obligations of the apvroved plan of operation.

. 10. TRACT PARTICIPATION: The primary and secondary Tract Participation of
each Tract.are shown on Exhibit B. The primary Tract Participation shall be the

* effective Tratt Participations until 7:00 A.M. the first day of the month following

the time when the total oil produced and saved from the Unitized Formation after
June 30, 1962 equals the total of the remaining primary oil attributable to all
Tracts in the Unit Area as shown on Exhibit B, which, if all the Tracts shown on
Exhibit B qualify for inclusion in.the Unit Area, amounts to four hundred seventy-
seven thousand eight hundred seventy-one (477,871) barrels. Thereafter, the second-
ary Tract Participations shall be the effective Tract Participations. .In the event
all of the Tracts shown on Exhibit B do not qualify for inclusion in the Unit Area,
the total amount of remaining primary oil to be produced from the Unitized Formation
before the secondary Tract Participations become effective shall be reduced by the
amount of the remaining primary oil attributable to the Tracts that do not qualify
as shown on Exhibit B, A

The primary and secondary Tract Participations shown in Exhibit B were
determined in accordance with the following formulas:

B

- (a) - Prifiary Participation Formula

Tract 01l Production for the six (6)
50% months prior to July, 1962
Sum of 01l Productién from all Tracts
in Unil Aree for the six months prior to July, 1962




plus

Tract Remaining Primary Oil Production
50% Subsequent to June 30, 19637~

Sum of Remaining Primary Oil Production

from all Tracts in Unit Area -

(b) Secondary Participation Formula

Tract Ultimate Primary Oil Production
Sum’ of Ultimate Primary 0il Production from all Tracts

If the Unit Area is enlarged or reduced the revised Tract Partlcipations
of the Tracts remaining in the Unit Area and whlch were within the Unit Area prior
to the enlargement or reduction shall remain in the same ratio one to another.

11. TRACTS QUALIFIED FOR UNIT PARTICIPATION: On and after the effective date
hereof and until the enlargement or reduction thereof, the Unit Area shall be
composed of the tracts listed in Exhibit “B" that corner or have a common bourdary
(Tracts separated only by a public highway or railroad right of way shall be con- -
sidered to have a cormmon boundary), and that otherwise qualify as follows:

(a) Each tract as to which Working Interest Owners owning-one hundred
per cent (100%) of the Working Interest in said tract have signed -
or ratified this Agreement and the Unit Operating Agreement and
as to which Royalty Owners owning one hundred per cent (100%) of
the Royalty Interest in salid tract have signed or ratified this
Agreement 3 and

(b) Each tract as to which Wbrking Interest Owners owning not less
than ninsty-five per cént (95%) of thé Working Interest in said
tract have signed or ratified this Agreement and the Unit Operating
Agreement and as to which Royalty Owners owning not less than
seventy-five per éent (75%) of the Royalty Interest in said tract
‘have signed or ratified this Agreement and in which the Working
Interest Owners in said tract who have 31gned or ratified this
Agreemerit and Unit Operating Agreement have agreed to indemnify and
hold harmless all other parties hereto, in a manner satisfactory
to the Working Interest Owners qualified under (a), against any or
all clains and demands that may be made by the nonjoining owners
of working or royalty interests on account of the inc¢lusion of such
tract in the Unit Area and the operation of the Unit Area on the
basis herein provided, and as to which eighty-five per cent (85%)
of the Working Interest Owners qualified under (a), exclusive of
the Working Interest Owner submitting such tract,; have approved
the inclusion of such tract in the Unit Ares,

If, on the effective date of this Agreement, there is any tract or tracts
which have not been effectively committed to or made subJect to this Agreement by
qualifying as above provided, then Such tract or tracts shall not be entitled to
participate hereunder. Unit Operator shall, when submitting this Agreement for
final approval by the Commissioner, file therewith a schedule of those tracts

At
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which have been committed and made subject to this Agreement and are entitled to
participate in the production from the Unit Area hereunder. Said schedule shall

set. forth opposite each such committed tract, the lease number, assignment number,
the owner of record and percentage parbiclpatlon of such tract which shall be comp-
uted according to the participation formula set out above. This schedule shall be-
come revised Exhibit "B" and upon approval thereof by the Commissioner, shall become
a part of this Agreement and shall govern the allocation of production of Unittzed
Substances until a new schedule is filed and approved by the Commissioner.

12. ALLOCATION OF UNITIZED SUBSTANCES: A1l Unitized Substances produced and
saved (less, save and except any part of such Unitized Substances used in conformity
with good operating practices within the Unit Area for drilling, operating, camp,
and other production or development purposes and for pressure maintenance or un-
avoidable loss) shall be apportioned among and allocated to the several tracts within
the Unit Area in accordance with the respective tract partlcipation effective here-
under during the respective periods such Unitized Substances were produced, as set
forth in Exhibit "B". The amount of Unitized Substances so allocated to each tract,
and only that amount, regardless of whether it be more or less than the amount of
the actual productlon ‘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 Subatances allocated to each tract shall be distributed among,
or accounted for to the parties executing, consenting to, or ratifying this Agree—
ment entitled to share in the production froi such tract in the same manner; in the
same proportions, and upon the same conditione 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.

Nothing herein contained shall be construed as retroactively affecting the
ownership of, or as requiring any retroactive adjustment for, production of oil
or gas obtained prior to the effective date of this Agreement, or prior %o the
effective date of the jJoinder of any tract, or the commitment of any interest herato.

Nb tract committed to this Agreement and qualified for particeipation as
above provided shall be subsequently excluded from participation hereunder on account
of the depletion of Unitized Substances.

hids any Wbrking Intérest or Royalty Interest in any tract is or becomes
divided and owned in'severalty as to different parts of the tract, the percentage
participation attributable to such interest, in the absence of recordable instru-
ment executed by the owners of the divided interest -and furnished to the Unit Opera-
tor providing for a different division, shall be divided among the separate owners in
proportion to the surface acres of their respective parts of the tracts.

The Unitized Substances allocated to each tract shall be delivered in kind
to the respective 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 thereto shall have the continuing right to receive such prod-
uction in kind at a common point within the Unit Area and to sell or dispose of *he
same as it sees fit. Such-party shall have the right to construct, maintain, and
operate within the Unit Area all necessary facilities for that purpose, provided
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the same are so constructed; maintained, and operated not to interfere with cnera-
tions carried on pursuant hereto. Subject to Section 14 hereof, Royalty Qettlement,
any extra expenditures incurred by Unit Operator by reason of the delivery in kind
of any portion of the Unitized Substances shall be borne by the party receiving the
same in kind. In the event any party heretc shall fail to take or otherwise adequ-
ately dispose of its proportionate share of the Unitized Substances from the Unit
Area currently as and when produced, then so long and only so long, as such condi~
tions continue, Unit Operator, for the account and at the expense of such party in
order to avoid curtailing the operation- of the Unit Area, may sell or itself purch-
ase such production on a day-to-day bas.s’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 the same. The proceeds, if any, of the Unit-
“ized Substances so disposed of by Unit Operator; shall be paid to the party entit.
led thereto, notwithstanding the foregoing Unit Operator shall not make a sale into
“interstate commerce of any other party's share of gas production without first
giving such other party sixty (60) days' notice of such intended sale.

Any party recelving in kind or separately dlsp031ng of all or any part
of the Unitized Substances allocated to any tract, or receiving the proceeds there-
from if the same is’sold or purchased by Unit Operator, shall be responsible for
the payment of all royalties, overriding royalties, oil payments, net profit con-
tracts, and all payments out of or burdens on the lease or leases and tracts cont-
ributed by it and received into the Unit Area and each such party shall hold each
other party hereto harmless against a)l claims, demands, and causes of action for
such royaltles, overriding royalties, oil payments, net profit contracts, and
other payments out of or burdens on the lease” or leases and tracts contributed by

it to the Unlt Area.

If, after the effective date of this Agreement, there is any tract or
tracts that are subsequently committed hereto, as above provided in Section 3,
Unit Area and Participation, or any tract or.tracts within the Unit Area not
effectively committed hereto as of the effective ddte hereof but which are sub-
sequently committed hereto under the provisions 6f Section 29, Nonjoinder and
Subsequent Joinder, or if any tract is excluded from the Unit Area as provided
for in Section 28, Loss of Title, the schedule of participation as shown in
Exhibit “B" shall be revised by the Working Interest Owners to show the new per-
centage participation of all of the then effectively committed tracts and the
revised Exhibit “B", upon approval by the Commissioner under Section 28, Loss of
Title, and Section 29, Nonjoinder and Subsequent Joinder, and upon applicatlon by
the Commissioner under Section 2, Unit Area and Participatlon, shall govern the
allocation of Unitized Substances from and after the éffective date thereof until

~ & new gchedule is so approved.

13. ROYALTY SETTLEMENT: The State of New Mexico and all Royalty Owners who,
under existing contract, are entitled to take in kind a share of the substances
now unitized hereunder produced from any tract, shall hereafter be entitled to
the right to take in kind their share of the Unitized Substances allocated to
such tract, and Unit Operator shall fiake 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, division ordersy:laws, and
regulations, on or before the last day of each month fof Unitized Substances prod-
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uced during the preceding calendar month; provided, however, that nothing herein
contained shall operate to relieve the lessees of any land from their respective
lease obligations for the payment of any royalties due under their leases, except
that such royalties shall be computed in accordance with the terms of this Unit
Agreement. .

If gas obtained from lands or formations not subject to this agreement
is introduced "into the Unitized Land for use in pressure malntenance, stimulation
of production, or increasing ultimate recovery, which shall be in conformity with
— a plan first approved by the Commissioner, a like amount of gas less appropriate
: deductions for loss from any cause may be withdrawn from the formation into which
the gas was introduced royalty free as to dry gas, but nct as to the products
extracted therefrom; prov1ded that such withdrawal shall,be pursuant to such
conditions and formulas as mey be prescribed or apprcved by the Commissioner as
conforming to good petroleum engineering practice; and, provided further that
such right of withdrawal shall terminate on the termination of this agreement.

—

i o ""If liquefied petroleum gases obtained from lands or formations not

: subject to this agreement be injected into the Unitized Land for the purpose

i of increasing ultimate recovery, which shall be in conformance with a plan first

| approved by the Commissioner, part or all of such liquefied petroleum gases, may

§ e be withdrawn royalty free pursuant to’ sucit ¢onditions and formulas as may be pres-
' cribed or approved by the Commissioner. ’

: . All royalties due the State of New Mexico and the other Royalty Owners
b : héereunder shall be computed and paid on the basis of all Unitized Substances allo-

- cated to the respective tract or tracts committed hereto, in lieu of actual prod-
' uction from such tract or tracts. , .

L Each Royalty Owner (other than-the State of New Mexico) that. executes

N L 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 in whole or in part, during the tem of this Agreement, then the
Royalty Interest of the party representing himself to be the owner thereof shall
be reduced proportionately and the interest ‘of all parties shall be ddjusted ac-
cordlngly

'14. OIL IN LEASE, TANKS ON EFFECTIVE DATE Unit™ Operator shall make a proper
and timely gauge ofall lease and other tanks within the Unit Area in order to
: ascertain the amount of ~nerchantable oil above the pipe line conneétion, in such
— tanks as of 7:00 ofelock a.m. on the effective date hereof.. All such o0il which
has been produced legally shall be and remain the property of ‘the Working Interest
o Owners entitled thereto the same as if the Unit ‘had not been formed; and such Work-
ing Interest Owners shall promptly remove said oil from the Unit Area Any such
0il not so removed shall be so0ld by 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 other contracts,

15. REPORTS: Unit Operator shall furnish the Commissioner, monthly, injection
and production reports for each well in the Unit Area, as well as periodical reports
of the development and operation of the Unit Area.
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16. RENTAL SETTLEMENT: Rentals or minimum royalties due on leases committed
hereto shall be paid by Working Interest Owners responsible therefor under exist-
ing contracts, laws, and regulations provided that nothing herein contained shall

operate to relieve the lessees of any land from their respective lease obligations

for the payment of any rental or minimum royalty in lieu thereof due under their
leases. -Rental for lands of the State of New Mexico, subject to this Agreement,
shall be paid at the rate specified in the respective leases from the State of
New Mexico.

17. CONSERVATION: Operations hereunder and production of Unitized Sub-
stances shall be conducted to provide for the irost economical and efficient
recovery of said substances without waste, as defined by or purauant to State
Laws or regulations.

18, DRAINAGE: The Unit Operator shall take approprlate and adequate measures
to prevent drainage of Unitized Substances from Unitized Formation by wells on land
not subject to this Agreement.

19, LEASES AND CONTRACTS CONFORMED AND EXTENDED: The terms, conditions, and
provisions of all leasesd, subleases,; Unit Agreements and other contracts relating
to exploration, drilling, development, or operation for oil or gas of lands comm-
itted 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 re-
main in full force and effect, and the parties hereto hereby consent that the
Commissioner shall, and by his approval hereof, or by the approval herecf by his duly
authorized reoresentatlve, ‘does hereby establlsh alter, change, or revoke the drill-
ing, producing, rental, minimum royalty, or royalty requirements of State leases
committed hereto and the regulations in respect thereto to conform said require-
ments to the provisions of this Agreement. Without limiting the generality of
the foregoing, all leases, subleases, and contracts are particularly medified in
accordance with the following: .

(a) The developmént and operation of lands subject to this Agieement
under the terms hereof shall be deemed full performance of all -
obligations for development and operation W.th respect to each
and every part or separately owned tract subject to this Agree-
ment, regardless of whether there is any development of any part-
icular ‘part or tract of the Unit Area, notwithstanding anything
to the contrary in any lease, operating agreement, or other con-
tract by and between the parties hereto, or their respective pre-
decessors in interest, or any of them. -

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

(¢) Suspension of drilling or producing operations on all unitized
lands pursuant to direction or consent of the Commissioner, or
his duly authorized representative, shall be deemed to consti-

pire




tute such suspensior. pursuant tc suck direction or consent as to
each and every tract of uniti.ed lands.

o (d) TFach lease, sublease, Unit Agreement, 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
therein, so that it shall be continued in full force and effect
for and during the term of this Agreement.

(e) Terminatipn of thls Agreement shall not affect any lease which,
: : pursuant to the terms thereof or any applicable laws, shall con-
i - tinue in force and ‘effect thereafter.

(f) Any lease embracing lands 6f the State-of New Mexico, which is
made subject to this Agreement, shall continue in force beyond

{ . "the term provided therein as to the lands committed hereto until

; : the termination hereof.

. (g} Any lease embracing lands f the State of New Mexico having only
) a portion of its lands committed hereto, shall be segregated as
b to the land committed and as to the land not committed.and the
5 terms of such leases shall apply separately as to such segregated
; Coesa , portions commencing as of the éeffective date hereof. Provided,
i : ’ however, that notwithstanding any of the provisions of this Agree-
ment to the contrary, such lease shall continue in full force and
ia ' effect beyond the term provided therein as to all lands embraced
: in such lease if oil or gas is, or has heretofors been, discovered
vt : in paying quantities on some part of the lands embraced in such
lease committed to this Agreement, or, so long as a portion of the
Unitized Substances produced from the Unit Area is, under the terms
- of this Agreement, allocated to the portion of the lands covered
by such lease committed to this Agreement or, at any time during
the term hereof, as to any lease that is then valid and subsisting
and upon which the lessee or the Unit Operator is then engaged in
bona fide drilling, reworking, or secondary recovery operations on
. cany part of the lands embraced in such lease, then the same as to
all lands embraced therein shall remain‘in full force and effect’
so long as such operations are diligently prosecuted, and if they
result in the production of oil or gas, .3aid lease shall continue
in full force and effect as to all of the lands embraced therein,
so long thereafter as oil or gas in paying quantitles s being
produced from any portion of said lands.

20. MATHEMATICAL ERRORS: It is hereby agreed by all parties %o this Agreement
that Unit Operator shall be empowered to correct any mathematical er?<ts which
might exist in the pertinent exhibits to this Agreement upon approval of the Comm-
issioner.

| 21. COVENANTS RUN WITH LAND: The covenants herein shall be construed to be
! o covenants running with the land with respect to the interest of the partles here-
»§ : to and their successors in interest until this Agreement terminates and any grant,
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transfer, or conveyance of interest in land or leases subject:hereto shall be énd

(2]

hereby is conditioned upon the assumption of all prlvileges and obligations here-
under by the grantee, transferee, or other successor in interest. No assignment

‘or transfer of any Working Interest subject hereto shall be binding upon Unit Opera- o

tor until the Tirst day of the calendar month after Unit Operator is furnished with
the original, photostatic, or certified copy of the instrument of transfer; and no
assignment or transfer of any Royalty Interest subject theretc shall be binding
upon the Working Interest -Owner responsible therefor until the first day of the
calendar month after said Working Interest Owner is furnished with the or1gina1
photostatlc, or certified copy of the instrument of transfer.

22, EFFECTIVE DATE AND TERM: This Agreement. shall become binding upon each

party who executes or ratifies it as of the date of execution or ratification by
such party and shall become effective as of 7:00 o'clock a.m. on the first day of e
the calendar month next following:

(a)

(v)

(e)

The execution or ratification of this Agreement and the Unit
Operating Agreement by Working Interest Owners owning & com-
bined unit participation of at least eighty-five per cent (85%),
and the execution or ratification of this Agreement by Royalty
Owners owning a combined interest of at least seventy-five per "
cent (75%).of the Royalty Interest in the lands described in

Section 3 of this Agreement;

The approval of this Agreement by the Commissioner and the
Commission;

The filing of at least one counterpart of this Agreement for
the record in the Records of Lea County, New Mexico, by Unit
Operator; and provided further, that if (a), (b), and (c) are
not accomplished on or before January 1, 1965, this Agreement
shall ipso facto terminate on said date (hereinafter called
tTermination date") and thereafter be of no further force or
effect, unless prior thereto this Agreement has been executed
or ratified by Working Interest Owners owning a combined unit
participation of at least ninety per cent (90%), and Working
Interest Owners owning a combined unit participation 6f at
least rinety per cent (90%) committed to this Agreement have
decided to extend said termination date for a period not to
exceed six (6) months. If said termination date is so ex-
tended and (a), (b), and (c) are rot accomplished on or before

aid extended termination date, this Agreement shall ipso facto
terminate on said exténded termination date and thereafter be
of no further force or efféct. For the purpose of this section,
ownership shall be computed on the basis of unit participation.
Unit Operator-shall, within thirty (30) days after the effective
date of this Agreement, file for the record in the office or
offices where & couriterpart of this Agreement is recorded, a
certificate to the effect that this Agreement has become ef-
fective according to its terms and stating further the effective
date.
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The term of this Agreement shall be for and during the time that Unit-
ized Substances are produced in paying quantities from the Unit Area and as long
thereafter as drilling, reworking, or other operations (including secondary re-
covery) are prossecuted thereon without cassation of more than ninety (90) con-
secutive days, vnless sooner terminated by Working Interest Owners in the manner -
hereinafter provided. This Agreement may be terminated by Working Interest Owmers
of ninety per cent (90%) unit participation whenever such Working Interest Ownsrs
determine that unit operations are no longer proiitsble, feasible, or in the in-
terest of conservation, with the approval of the Commission and the Commissiocner.
Notice of any such approval to be given by Unit Operator to all parties hereto.

Upon termination of this Agreement, the further development and operation

of the Unit Area as a unit shall be abandoned, unit operations:shall cease, and

thereafter the parties hereto shall be goverhed by the terms and provisions of
the leases and contracts affecting the separate tracts Just as if this Agreement
had never been entered into.

If not otherwise covered by the leasea unitiaed under this Agreement,
Royalty Ownei's hereby grant Working Interest Owners a period of three %3) months
after termination of this Agreement in which to salvage, sell, distribute, or
otherwise dispose of the personal property and facilities used in cohnection with

unit operations.

- 23." RATE OF PRODUCTION: All production and the disposal thereof shall be in
conformity with allocations and quotas made or fixed by the Commicsion and in con-
formity with all applicable laws and lawful regulations.

2l,. APPEARANCES: Unit Operator shall, after notice to the other parties
affected, have the right to appear.for or on behalf of any and all interests
affected hereby before the Commissioner of Public Lands, and the New Mexico 0il
Conservation Commission, and to appeal from order issued under the regulations
of said Commissioner, or Commission, or to apply for relief from any of said
regulations or in any proceedings relative to operations before the said Commis-
sioner, or Commission, or any other leégally.constituted authority, provided,
however, that any other interested party shall also have the right, at his own
expense, to be heard in any such proceedings.

25. NOTICES: All notices, demands, or statements required hereunder to be
given or rendered to the parties hereto shall bs deemed fully given, if given in
writing and personally delivered to the party or sent by postpaid registered mail,
addressed to such party or parties at their respective addresses set forth in con-
nection with the signatures hersto, or the ratification or consent hereof or to
such other address as any such party may have furnished in writing to party sending
the notice, demand, or statement. -

26. NO WAIVER OF CERTAIN RIGHTS: Nothing contained in this Agreement 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 1nvalid1ty of any law of
the State wherein said unitized lands are located, or of the United States, or
regulations issued thereunder in any way affecting such party, or as a waiver by
any such party of any right beyond his or its authority to waive.
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27. UNAVOIDABLE DELAY: All obligations under this Agreement requiring the
Unit Operator to commence or continue drilling or to operate on or produce Unit-
ized Substances from any of the lands covered by this Agreement shall be suspended
while, but only so long as the Unit Operator, despite the exercise of due care and
diligence is prevented from complying with such obligations, in whole or in part,
by strikes, acts of God, Federal, State, or municipal law or agencies, unavoidable
accident, uncontrollable delays in transportation, inability to obtain necessary
materials in opén market, or other matters bsyond the reasonable control of the
Unit Operator whether similar to matters herein enumerated or not.

28, LOSS OF TITLE: In the event title to any tract of unitized land shall
fail in whole or in part and the true owner cannot 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 bénefits as may be re-
ouired on account of the loss 6f such title. In the event_ of a dispute as to
title as to any Royalty, Working Interest, or other 1nterests subject thereto,
payment or delivery on account thereof may be withheld without liability for
interest until the dispute is finally settled; provided that as to State Land
or leases, no payments of funds due the State of New Mexico should be withheld,
but such funds shall be deposited as directed by the Commis§ioner of Public Lands
of the State of New Mexico, to be held as unearned money perding 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.

29, NONJOINDER AND: SUBSEQUENT JOINDER: If the owner of any substantial
interest in a tract within the Unit Area fails or refuses to subscribe or con-
sent in writing to this Agreemént, the Working Interest Owner in that tract who
has executed or-ratified this Agreement may withdraw said tract from this Agree—
ment bty written notice to tie Unit Opérator, or such tract may be included in the
Unit Area if the same can bs and is qualifiéd as provided in Section ‘11"hereof,
Tracts Qualified for Unit Participation. Such withdrawal as above provided, shall
without further action, also opsrate to withdraw all Royalty Interest in such tract
or tracts theretofore committed hereto. Joinder in the Unit Agreement by a Work-
ing Interest Ownér, at any time, must be accompanied by appropriate joinder to the
Unit Operating Agreement in order for the interast to be regarded as effectively
committed to this Unit Agreement.

Any oil or gas interest in the Unitized Formation in lands within the

Unit Area not committed hereto prior to submission of this Agreement to the Com-

missioner for final approval, may thereafter be committed hereto upon compliance -
with the applicable provisions of Section 1l hereof, at any time up to the ef-
fective date hereof and for a period of six (6) months thereafter, on the same
basis of participation as provided for in Section 11 by the owner or owners there-
of subscribing 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 after six (6) months from the
effective date hereof the right of subsequent joinder as provided in this section
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shall be subject to such requirements or approvals and on such basis as may be
agreed upon by ninety per cent (90%) of the Working Intereat Owners. Such joinder
by a Royalty Owner must be evidenced by his execution or ratification of this Unit
Agreement and must be consented to in writing by the Working Interest Owner respons-
ible for the payment of any benefits that may accrue hereunder in behalf of such
Royalty Owner. Except as may otherwise herein be provided, subsequent joinder to
this Agreement shall be affective at 7:00 o'clock a.m. as of the first day of %he
month following the filing with the Conmission and the Commissioner of duly executed
counterparts of all or any papers necessary to egtablish effective commitment of
any tract to this Agreement and approved by the Commissioner.

"~ 30. COUNTERPARTS: This Agreement may be executed in any number of counter-
parts, no one of which needs to be executed by all parties or may be ratified or
consented to by separate instrument in writing specifically referring hereto and
shall be binding upon all those parties who have executed such a counterpart,
ratification, or consent hereto with the same force and effect as if all parties
had signed the same document ard regardless of whether or not it is executed by
all other parties owning or claiming an interest in the lands within the above-

. described Unit Area.

31. 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 Unit Area; provided, however, that if it
is requirad or if it be determined that the ‘Unit Operator oFf the several Working
Interest Owners must pay or advance said taxes for the account of the parties
hereto, it is hereby éxpressly agreed that the parties so paying or advancing
said taxes shall be reimbursed therefor by the parties hersto, including Royalty
Owners, who may be responsible for the taxes on their: respective allocated share
of the Unitised Substances. No such taxes shall be charged to tihie State of New
Mexico or to any lessor who has a contract with his lessee which requires the
lessee to pay such taxes.

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

WORKING INTEREST OWNERS

. ' ‘Attest, if a Corporation or
Name ’ ~ Date Signed Witness, if an Individual

PHILLIPS PETROLEUM COMPANY ‘ ATTEST:
By By
_ Vice President ; - Asgistant Secretary
Address
‘INDIVIDUAL ‘ WITNESS:
Address

- 17 -
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STATE OF )
) ss CORPORATION ACKNOWLEDGEMENT -
COUNTY OF )
On this day of , 196k, before me appeared
‘ A , to me personally known, who being by me duly
sworn, did say that he is the of

» & corporation, and that the seal. affixed

to sald instrument is the corporate seal of said corporation, and that said instru-
ment was signed and sealed in behalf of said corporation by authority of its Board
of Directors, and said _. acknowledged said instru-

ment to be the free act and deed of salad corrorﬂfwon

Given under my hand and seal of office this __day of

1964.
My Commission Expires: ‘ Notary Public in and for said
. County and State
STATE OF ) . , ,
1 ) ss - INDIVIDUAL ACYNAWTRDGEMENT
COUNTY OF ) ’
The foregoing instrument was acknowledged before me this day
of ) ’ 1961}; by
My Commission Expires: ‘ Notary Public in and for said
County and State
STATE OF ) o
“ ) ss JOINT ACKNOWLEDGEMENT
COUNTY OF ) (Husband and Wife)
The foregoing instrument was acknowledged before me this day.
of . , 1964, by and ' s
his wife. ‘ _
My Commission Expires: Notary Public in and for said

County and State

-~ 18 -
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CERTIFICATE OF APPROVAL
BY COMMISSIONER OF PUBLIC LANDS, STATE OF NEW MEXICO,
OF UNIT AGREEMENT FOR DEVELOPHENT AND OPERATION OF THb
RANGER LAKE UNIT AREA, LEA COUNTY. NEW MEXICO

There has been presented to the undersigned Commissioner of Public Lands of
the State of New Mexico for examination, an agreement for the development and

. operation of the Ranger Lake Unit Area, Lea County, New Mexico, dated March 1,

1964, in which Phillips Petroleum Company is designated as Operator, and wnlch has
bYeen executed by various parties owning and holding oil and gas leases embracing

- lands within the Unit Area and upon examination of said Agreement, the Commlissioner

finds:

(a) That such agreement will tend to promote conservation of oil and
- ga8 and the better utilization of reservoir energy in said field;

(b) That under the operations proposed, the State will receive its
fair share of the recoverable oil or gas in place under its land
in the area affected;

(¢) That the agreement is in other respects for the best interests of
the State;

(d) That the agreement provides for the Unit operation of the field,
for allocation of production and sharing of proceeds from the
area covered by the agreement in accordance with a formula of the
participation as specified in the agreement regardless of the
particular tract from which production is obtained or proceeds
are derived and for ropressuring or secondary recovery operations.

NOW THEREFORE, by virtue of the authority conferred upon me by virtue of the
Laws of the State of New Mexico, I, the undersigned Commissioner of Public Lands of
the State of New Mexico, for the purpose of more properly conserving the oil and gas

‘resources of the State, do hereby consent to and approve the above referred tc Ranger
‘Lake Unit Agreement as to the lands of the State of New Mexico committec liereto, and

all oil and gas leases embracing lands of the State of New Mexico committed to sald
agreement shall ‘be and the same are hereby amended so that the prov1sions thereof
will conform to the provisions of said Unit Agreément and so that the length of the
secondary term of each such lease as to the lands within the Unit Area will be ex-
tended, insofar as is necessary, to coincide with the terms cf said Unit Agreement
and in the svent the term of said Unit Agreement shall be extended as provided there-

such extension shall also be effective to extend the term of each oil and gas
lease embracing lands of the State of New Mexico committed to said Unit Agreement
which would otherwise expire, so as to coinclde with the extended term of such Unit
Agreement.

"IN WITNESS WHEREOF, this Certificate of Approval is executed as of this
day of , 1964. -

Commissioner of Public lands of the
State of New Mexico

- 19 -
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EXHIBIT B TO UXIT AGREEMENT
RANGER 14XE UNIT
LEA CMMITY, XA MERICO

&-X-62
. Tract Participations Bbls. of
Tract - . Bonker = ¥ew Mexico | Uit Remaining
¥o. Leage Xane Qescription of land Acrey State lsase No. Basic Zcvalty Lessee of Zecord Overridinz Soyalty Quners ard Anourt Prizary S3200dary Primary 031
(a1 in Twp. LZS-R34E, - .
Lea Coonty, Yew Mexico .
1 State “I* Ef2 S5f4 Sec. W& a0 £.3027 10-20-45 12 & Vickers Pet. oo Aleo C1L & Tas Sc. L LSAX Srest Western Crilllng Co. SG.OUOG § )25 2,922 f
Hate of L3 N. C. Dragisic, Trustee L3550 Algooquin Invesizect Co. - 1.00000 £ 600454 :
2. T. Arderson ©.£0000 0.00363
Rickard 1. Baker 1.00000 0.00654
Edwins 5. Brokaw 2.5)333 001150 ;
Yalter Duncan . 735000 0.0356% _
J. Walter Duncar, Jr. 2.33057 0.01058
Yincept J. Duncan 4.0 001834
Ragmond T. Dancan 1.6£233 0.01672
G. Tilzer Landbeck 2,000 0.00508
Hurter S. ¥arstee 1,000 0.00454
K. E. Mephny 1.0000G 0.00454
Josepn I. G'Netll, Jr. 17.50001 0.08128
Est. cf Edward L. Shea 2.33333 0,0X060
Peter L. Shea 5 0.01151
: Total  J0OG.LUG G.13410
2-% W. Rarger Unit W/, Sec. 23 160 E-2793-1 7-11-L9 12 Y& " Caswell S. Kesl ! Paillips Fet. Co. -Oper. 57.69474 2361917 20.23323 197,790
'l Sec. 23 and 160 29118 21756 State of F.M. Prillips Pet. Co. Eva S. Keal Ect. P X% vy ] Texas Pacific Gil Co.
W/2 Wifs Sec. 2%, ¢ B0 938 1-17-56 Priliips Pet. Co. a Div. of Jos. E. : ’
of Sec. 26 640 E~906 5-2 =56 Puillips Pet. Co. Thos. Wiley Real III 0. L4571 Seagraz, & Sons, Inc. 42,1052 oL 24.82817
/2 ¥ifk Sec. 25 80° E-1233-1 5-2 -5 Zalph Xix Total 000000 4O T6T5 3520740
5/2 Wifh Sec. 5 o 1034 52 -56 _Balpe K &2 lgh Six . 28783
W. Ranger Unit Agrement dated March 15, 1y56, approved by K.¥. Coanfssiorer of Public Lends Kay 20 1956 . :
2-8 . Ranger Unit S/2 See. 23 30 E-1027-1 10-10-45- - i2 Y Z Vickers Pet. Co. John S, Wertx, J. A, Vickers Prillics Pet. Co. —Oper. §7.89474 9.66651 13.44142 95,550
State of - . - Helen Vickers Springer & Texas Pacific 0il Co.
Geo. Stallwitsz, Trustess of 3 Div. of Jos. E.
the J.a. Vickers Test. Trusts Seazran & Sons, Inc. 42,0526 0301 977556
& various Vickers Tr. Zstates 1G.Y3750 Total 100,600 :Z’ .E’E?v 2321700
Eva S. Keal Est. 0.43175
Thos Wiley Keal 111 0. 14351
Falph Kix G.2783
3 State - Ef2 SESA Sec. 22 80 E-L270-,  L-21-59 12 2 Axerican Tradirg & Yone ax. Tr. & Frod. Corg-Op. S0 LU 7 0.02970 /]
-59 State of KK, Prod, Corp. €abot Carben Tu. _56 00000 G C.02970
Tetal 00000 3 05940




ZXHIDIT B - Page 2

Tract Participations
Tract Xew Faxico {n Onit
¥o. Leass Kame Description of land State Leyye No, Basie ait, Lesses of Record Overridiny Boyalty Owners wnd Raount Working Interest Ovpers and Amount Privary Secondary

I State *24* Wf2 SWfi, Sec. 24 E-2357  1-10-59 12 1A% Gordon ¥. Cone oo Gordca ¥. Cooe, Oper. 12.50000 0.06525 0.35652
State of N.K. 0.34500 1.42610

NEf4, Sec. 27 12 Y% Getty 0il Co. &
State of ¥.X. Misslon Corp.

Bable State STfL & SE/5 S4/L Sac. 27 3-10-4% 12 /2% J. C. Barces 011 Co.  Humble 0il & Ref. Co.
tate of X.XK. Eumble 931 & Ref. €o.

State of New Mexico Ef2 W/4 Sec. 3!. : -8 E-1233-5 321047 2 Yx Ralph Xix Ealpd Kix & wife,
"cLx 7 State of N.M. Frarcis Nix

State of N.M. *az* ,Ef2 Sec. 3% E-89%5 t-19-55 12 1/2% Stanolind 0il & Gas Kore
E T State of X.K. Co. -now Pan American
Pet. Corp.
State WR - "A® Nifi, Sec, 35 . E-7554 ' L-17-53 12 VX H. C. Hood tone
. Assigned 7-15-54 State of K.M. .
Approved by N.M.
Comn. 7-26-54
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UNIT OPERATING AGREEMENT

RANGER LAKE UNIT

LEA COUNTY, NEW MEXICO

‘THIS AGREEMENT, entered into as of. the lst day of March, 1964, by the
parties who have signed the original of this instrument, & counterpart there-
of, or other instrument agreeing to be bound by the provisions hereof;

WITNESSETH:

WHEREAS, The parties hereto as Working Interest Owners have executed, as
of the date hereof an agreement entitled, "Unit Agreement, Ranger Lake Unlt,
Lea Gounty, New Mexico" herein referred to as "Unit Agreement", which, among
other things, provides fbr a separate agreement to be entered into by Working
Interest Owners to provide for the developnent and operation of the Unit Area
as therein defined;

NOW, THEREFORE, In consideration of the mutual agreements herein set forth,
it is agreed as follows:

ARTICLE 1
“CONFIRMATION OF UNIT AGREEMENT

1.1 Confirmation of Unit Agreement. The Unit Agreement is hereby con-
firmed and by reference made a part of this agreement. The definitions in the
Unit Agreement are adopted for a2ll purposes of this agreement, If there is any
.conflict between the Unit Agreement and this agreement, the Unit Agreement shall
govern.

ARTICLE 2
EXHIBITS ,i“ai
! 2.1 Exhibits. The following exhibits are incorporated hersin by reference:
2.1.1 Exhibits A and B of the Unit Agreement.

2.1.2 Exhibit C, attached hereto, which is a schedule showing ths
Working Interest of each WOrking ‘Interest Owner in each Tract, the percent-
age of total Unit Participation attributable to each such interest, andihe
total Unit Participation of each Working Interest Owner. Exhibit C, or a
revision thereof, shall not be conclusive as to the information therein,
except it may be used as showing the Unit Participations of the Working
Interest Owners for purposes of this agreement until shown to be in error
or is revised as herein authorized.




2.1.3 Exhibit D, attached hereto, ch is the Accoun*ing Procedure
applicable to Unit Operations. If there is any conflict between this sgree-
ment and Exhibit D, this agreement shall govern.

2.2 Revision of Exhibits. Whenever Exhibits A and B are revised, Exhibit
C shall be revised accordingly and ‘be effective as of the game date. Unit Operator
shall also revise Exhibit C from time to time as required to conform to changes in
ownership of which Unit Operator has been notified as provided in the Unit igree-
ment.

ARTICLE 3

SUPERVISION OF OPERATIONS BY WORKING INTEREST OWNERS
3.1 Overall Supervision. Working Interest Owners shall exercise overall
supervision and control of all mattérs perteining to Unit Operations pursuant to
this agreement and the Unit Agreement. In the exercise of such suthority, each
Working Interest Owner shall 2ot sclely in its own behalf in the capacity of an indi-
© vidval owner and not on behalt of the owners as an entirety.

3.2 Specific Authorities and Duties. The matters with respect to whioh
the Wbrkiﬁg Interest Owners shall decide and take action shall include, but not
be limi%ed to, the following:

3.2,1 Method of Operation. The method of operation, including
any type of pressure maintenance, secondary recovery, or other recovery
program to be employed.

3.2.2 Drilling of Wells. The drilling of any well whether for
production of Unitized Substances, for use as an injection well, or for
. other purposes related to unit operaticns.

3.2.3 :Well Recomplefion and Change of Status. The recompletion,
abandonment, or change of status of any well, or the use of any well for
injection or other purposes.

5 © 3.2,4 Expenditures. The making of any single expeniditure in excess
of Fifteen Thousand Dollars ($15 J000); provided that, approval by Vorking
Interest Owners of the drilling, rewvarking, deepening, or plugging back of

~ any well shall include approval of all necessary expenditures required there-
for, and for completing, testing, and equipping the same, including necessary
flow lines, separators, and lease tankage.

3.2.5 Disposition of Unit Equipment. The selling or otherw1se dis-
posing of any major item of surplus Unit Equipment, if the current list price
of new equipment similar thereto is Two Thousand Five Hundred Dollars ($2,500)
or more.

3.2.6 Appearance Before a Court or Regulatory Agency. The desig-

nating of a representative to appear before any court or regulatory agency
in matters pertaining to Unit Operations; provided that, such designation




shall not prevent any Working Interest Owner from appearing in person at its
own expense or from designating another representative in its own behalf.

3.2.7 Audits. The auditing of ‘the accounts of Unit.Operator'pertain—‘
ing to Unit Operations hereunder; provided that, the audits shall

(a) not pdzéonducted more than once each ysar except upon
the ‘resignation or removal of Unit Operator,

(b) be made at the expense of all Working Interest Owners
other than the Working Interest Owner designated as
Unit Operator unless such audit is conducted at the
specific instancé and request of the Unit Operator,
in which latter event the same shall be made at the
expenss of all Working Interest Owners including Work-
ing Interest Owner designated as Unit Operator, and

(¢) be made upon not less than thirty (30) day3’ written
notice to Unit Operator.

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

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

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

3.2.12 The enlargement of the Unit Area.

3.2.13 The adjustment and readjustment of investments.

3.2.1 'The’terminatioﬁ‘Bfﬂt§o4Uﬁit Agreement.

| ARTICIE 4,
MANNER OF EXERCISING SUPERVISION
L.l . Designation cf Reﬁresentatives‘ Each Working Iﬁferest Owner shall in

writing inform Unit Operator of the names and addresses of the representative and
alternate who are authorized to represent and bind such Working Interest Owner

with respect to Unit Operations. The representative or alternate may be changed
from time to time by written notice to Unit Operator,

4.2  Meetings. All meetings of Working Interest Owners shall be called by
Unit Operator upon its own motion or at the request of one or more Working Interest
Owners having a total Unit Secondary Participation of not less than ten per cent.
(10%). No meeting shall be called on less than fourteen (14) days' advance written




notice, with agenda for the meeting attached. Working Interest Owners who attend
the meeting shall not be prevented from amending items inocluded in the agenda or
from deciding the amended item or other items presented at the meeting. The repre-
sentative of Unit Operator shall be chairman of each meeting.

4.3 Votingﬁ?rocedure. Working Interest Owners shall decide all matters
coming before them as follows:

L.3.1 Voting Interest. Fach Working Interest Owmer ehall have a
voting interest equal to its Unit Secondary Participation.

4.3.2 Vote Required Generall* Unless otherwise provided herein
or in the Unit Agreement, all matters shall be decided by an affirmative
vote of sixty per cent (60%) or more voting interest; provided that, should
any orie Working Interest Owner have more than forty per cent (40%) voting

interest, its vote must be supported by the vote of two or more Working

%nte;est Owners having a corbined voting interest of at least ten per cent
- (10%).

4.3.3 Vote at Mseting by Nonattending Working Interest Owner. Any
Working Interest Owner who is not represented at a meeting may vote by letter
.or telegram addressed to the representative of the Unit Operator if its vote
.is received prior to the vote on the item. Such vote shall not be counted
with respect to any item on the agenda which is amended at the meeting.

4.3.4 Poll Votes. Working Interest Owners may vote on and decide,
by letter or telegram, any matter submitted in writing to Working Interest .
.. Cwners, if no meeting is requested, as provided in Section 4.2, within seven
" (7) days after the proposal is sent to Working Interest Owners.  Unit Operator
will give prompt notice of the rasults of the voting to all Wbrking Interest
Owners,

ARTICIE 5
INDIVIDUAL RIGHTS OF WORKING INTEREST OWNERS
5.1 Reservation of Rights. Working Interest Owners severally reserve %o

themselves all their rights, except as otherwise provided in this agreement and
the Unit Agreement.

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

5.2,1 Access to Unit Area. Access to the Unit Area at all;reesoneble
" times to inspect Unit Operations, all wells; and the records and data pertain-
ing thereto. ' :

5.2.2 Reports. Tho right to receive from Unit Operator, upon written
request, copies of all reports to any governmental agency, reports of crude
oil runs and stocks, inventory reports, and all other information vertaining
to Unit Operations. The cost of gathering and furnishing information not
ordinarily furnished by Unit Operator to all Working Interest Owners shall




‘be charged to the Working Interest Owner who requests the information.
ARTICIE 6
UNIT OPERATOR

6.1 Initial Unit Operator. Phillips Petroleum Company is hereby designated
as Unit Operator. .

6.2  Resignation or Reméval, Unit Operator may resign at any time. Working
Interest Owners may remove Unit Operator at any time by the affirmative vote of at
least eighty-five per cent (85%) of the voting interest remaining after excluding
the voting interest of Unit Operator. A Unit Operator that resigns or is removed
shall not be released from its obligations hereunder for a period of three (3) months
after the resignation or discharge, uhless a successor Unit Operator has taken over
Unit Operations prior to the expiration of such peried.

6.3 Selection of Successor. Upon the resignation or removal of a Unit
Operator, a successor Unit Operator shall be selected by Working Interest Owners.
If the Unit. Operator that is removed votes only to succeed itself, the successor
Unit Operator may be selected by the affirmative vote of at least eighty-five per
cent (85%) of the voting interest remaining after excluding the voting interest of
the Unit Operator that was removed.

ARTICLE 7
AUTHORITIES AND DUTIES OF UNIT OPERATOR
7.1 Exclusive Right to Opgrate Unit. Subject to the provisions of this

agreement and to instructions from Working Interest Owners, Unit Operator shall
have the exclusive right and be obligated to conduct Unit Operations.

7.2 Workmanlike Conduct.. Unit Operator shall conduct Unit Operations in
a good and workmanliké manner as would a prudent operator under the samé or similar
circumstances. Unit Operator shall freely consult with Working Interest Owners: and
keeép them informed of all matters which Unit Operator, in the exercise of its best
judgment, considers important. Unit Operator shall not be liable to Working Interest
Owners for damages, unless such demages result rrom its gross negligence or willful
migconduct, -

7.3 Liens and Encumbrances. Unit Operatbr shall endeavor to keep the lands
and leases in the Unit Area free from all liens and encumbrances occasioned by Unit
Operations, exXcept the lien of Unit Operator granted hereunder.

7 3 Employees. The number of employees used by Unit Operator in conducting
Unit Operations, their selection, hours of labor, and compensation shall be determined
by Unit Operator. Such employees shall be the employees of Unit-~ Operator.

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




7.6 Reports to Working Interest ers. Unit Operator shall furnish to
Working Interest Owners periodic reports of Unit Operations.

7.7 Reports to Governmental Authorities. Unit Operator shall make all s
reports to governmental authorities that it has the duty to inake as Unit Operator. .
7.8 Eggigeerigg and Geological Information. Unit Operator shall furnish o

to a Working Interest Owner, upon written request, a copy of the log and other
engineering and geological data pertaining to wells drilled for Unit Operations. ’

7.9 Expenditures. Unit Operator is authorized to make single expenditures
not in excess of Fifteen Thousand Dollars ($15,000) without prior approval of Working
Interest Owners. If an emergency oocurs, Unit Operator may immediately make or incur
such expenditures as in its opinion are required to deal with the emergency. Unit £
Operator shall report to Working Interest Owners, as promptly as possible, the nature
of the emergency and the action taken.

7.10 Wells Drilled by Unit Ogorato . All wells drilled by Unit Operetor
shall be at the usual rates prevailing in the area. Unit Operator may employ its
! own toole and equipment, but the charge therefor shall not exceed the prevailing
, rate in the area, and the work shall be performed by Unit Operator under the same o
terms and conditions as are usual in thoe area in contracts of independent contractors
doing work of & similar nature.

ARTICIE 8
TAXES

8.1 Ad Valorem Taxes. Unit Operator 'shall, beginning.in the first calendar

~ysar after the effective date of the unit, make and file all necessary ad valorem tax
renditions and returns with the proper taxing authorities covering all real and
personal property of sach Working Interest Ownsr used or held by Unit Opsrator in
Unit Operations. Unit Operator shall settle assesaments arising therefrom, -All such
ad valorem taxes shall be paid by Unit Operator and charged to the joint account; pro-
vided that, if the interest of a Working Interest Owner is subject to a separafg,y
assessed overriding royalty interest, production-payment, or other interest in excess
of a one-eighth (1/€) royalty, such Wbrking Interest Owner shall be given credit for
the reduction in taxes paid resulting therefrom.

8‘2 Other Taxes. Each Working Interest Owner shall pay or cause to be paid
all produotion, severance, gathering, and other taxes imposed upon or in respect of
tha production or handling of its share of Unitized Substances.

ARTICLE 9

INSURANCE

9;1 Insurance. Unit Operator shall with respect to Uni%;Operatioﬁé”"
purchase or provide for the benefit of the joint account protection comparable
to that afforded under standard form policies of insurance as follows:




9.1.1 Workmen'!s Compensation Insurance as required by the laws of
the State of New Mexico.

9.1.2 Empleyer's Liability Insurance with a limit of $25,000 for
any one employee. .

9.1.3 Public Ldability Insurance, both bodily injury and death,
with limits of not less than $100,000 as to any one person, and $200,000 as
~ to any one accident, and Property Damage Liability Insurdnce with a limit of
not less than $50, OOO per accident with the exception of the first $5,000

nroperty damage in any one accident.

9.1.4 Automobile Public Liability Insurance with bodily 1njury limits
of not less than $100,000 as to any one person and $200,000 as to any one
accident, and Automotive Property Damage Insurance with a limit of not less

-than $50,000 as to any one ac¢ident.

9.2 - Charges for Insurance and Losses. The premiums paid for insurance pro-
vided pursuant to Sections 9.1.1, 9.1.2 and-9.1.3 shall be charged to the joint ac-
count; provided that, if the Unit Operator elects to otherwise provide the eqnivalent
protection it may charge the joint account with an amount equal to the premium charges
&t the prevailing rates for the protection so provided. The charge for the protection
provided pursuant to Section 9.1.4 shall be included in the automotive rates charged
to the joint account pursusnt to Exhibit D

ARTICLE 10
ADJUSTMENT OF INVESTMENTS

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

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

10.1.2 Well and Lease Equipment,. The tubing in each such well, the
wellhead connections thereon, and all other lease and operating- equlpment that
is used in the operation of such wells which Working Interest Owners determine
is,necessary or desirable for conducting Unit Operations.

10.1. 3 Records. A copy of all production and well records that pertain
to such wells.

10.2 Inventory and Evaluation of Personal Property. Working Interest Owners
shall.at Unit Expense inventory and evaluate in accordance with the provisions of
Exhibit D the personal property teken over. Such inventories shall include and be
limited to those items of equipment normally considered controllable by operators
of oil and gas properties as indicited in the “Materials Classification Manual®,’

revised 1960, prepared by the Petiroleum Accountants Society of Oklahoma, except that

certain items normally considered non-controllable, such as sucker rods, Kobe tubing
of sizes less than two inches (2"), bottom hole pumps, and other items as agreed upon
by the Working Interest Owners may be included on the inventories in -order to insure




& more equitable adJustment of inve‘tments. A1l other non-controllable items of
lease and well equipment installed \dthin the Unit Area and required in unit dpera-
tions, although excluded from the 1fventor1es, shall nevertheless be taken over by
the Unit Operator. Casing shall be‘icluded in the inventory for record purposes
but shall be excluded from pricing and investment adjustment. '

10.3 Investment Adjustment. Upon approval by Working Interest Owners of
the inventory and evaluation, each Working Interest Owner shall be credited with
the value of its interest in all personal property taken over under Section 10,1.3,
and shall be charged with an amount equal to that obtained by multiplying the total S
value of &all personal property exclusive of casing taken over under Section 10.1.2
by such Working Interest Owner's Unit Secondary Participation. If the charge against
any Working Interest Owrer is greater than the amount credited to such Working Interest
Owner, the resulting net charge shall be an item of Unit Experise chargeable against
such Working Interest Owner. If the credit to any Working Interest Ownér is greater
than the amount'cnarged against such Working Interest Owner, the resulting net credit
shall be paid to such Working Interest Owner by Unit Operator out of funds received
by it in settlement of the net charges described above.

10.4 General Facilities. The acqulsition of warehouses, warshouse stccks,
lease houses, camps, facility systems, and office buildings necessary for Unit Opera=
tions shall be by negotiation by the owners thereof and Unit Operator, 3ubject to the
approval of Working Interest Owners.

10.5 Ownership of Personal Property and Facilities. Each Working Interest
Owner;individually, shall by virtue hereof own an undivided interest, equal to its
Unit Secondary Participation, in all personal property and facilities taken over or
‘otherwise acquired by Unit Operator pursuant to this agreeient.

'10.6 Adjustment for Nonusable Wells. A1l wells delivered to the Unit’ Operator
shall be in usable physical condition on the Effective Ddte. If any such well is
determined by the Working Interest Cuners t¢ Ye in nonusable physical condition, the
cost of placing such well in usable physical condition shall be charged to the Working
Interest Owners owning such well imnediately prior to the Effective Date. The amount
of such charge shall in all respects be traated as any other item of Unit Expense
chargeable against such Working Interest Owners.

ARTICLE 11
UNIT EXPENSE

il ~Basis of Charge to- Working Interest Owners. Unit Operator 1nit1ai¢y
shall pay and discharge all costs and expenses incurred in the development, opera-
tion and supervision of the Unit Area. Working Interest Owners shall reimbursé
Unit Operator for 'all such costs and expenses, in proportion to their respective
Unit Participation shown on Exhibit *C" in effect at the time said costs and expenses
were incurred, except that all charges, including installation costs, for equipment,
additions and enlargements of existing facilities, other than normal replacements,
shall be based on the Secondary Participation as shown in Exhibit "C*". It is spe-
cifically agreed that all charges relating to conversion of wells for 1nject10n
purposes, enlargement of lift equipment and construction of plant and plant facili-
ties shall be based on Secondary Participation as specified in Exhibit "C". AIlT




charges, credits and accounting for costs and expenses shall be in accordance with
Exhibit "D4.

11.2 Budgets. Before or as soon as practical after the effective date hereof,
Unit Operator shall prepare a budget of estimated Unit Expense for the remainder of
the calendar year, and, on or before the first day of each September thereafter, shall
prepare such a budget for the ensuing calendar year. A budget shall set forth the
estimatad Unit Expense by quarterly periods. Budgets shall be estimates only, and
shall be adjusted or corrected by Working Interest Owners and Unit Operator when-
ever an &djustment or correction is proper. A copy of each budget and adjusted
budget shall promptly be furnished to each Working Interest Owner.

11.3 Advance Billings. Unit: Operator shall have the right to require
Working Interest Owners to advance their respective shares of estimated Unit Expense
by submitting to Working Interest Owners, on or before the 15th day of any month,
an itemized estimate thereof for the succeeding month, with- a request for payment
in advance. Within fifteen (15) days after receipt thereof each Working Interest
Owner shall pay to Unit Operator its share of such estimate. Ad justments bstween
estimated and actual Unit Expense shall be made by Unit Operator at ‘the closs of
each calendar month, and the accounts of Working Interest Owners shall be adjusted

"accordingly.

11.4 Commingling of Funds. No funds received by Unit Operator.under this
agreement need be segregated or maintained by it as a separate fund, but may be
comningled with its own funds,

11.5 Lien of Unit Operator Each Working Interest Owner grants to Unit

Operator a lien upon its 011 and Gas Rights in Each Tract, its share of Unitized

Substances when produeced, and its interest in all Unit Equlpment as security for
payment of its share of Unit Expense,“together with intsérest thereou at the rate
of aix per cent (6%) per annum. Urnit Operator shall have the right to bring suit
to enforce collection of such indebtedness with or without seeking foreclosure of
the lien, In addition, upon default by any Working Interest Owner in the payment
of its share of Unit Expense, Unit Operator shall have the right to collect from
the purchager the proceeds from the sale of such Working Interest Owner's share of
Unitized Substances until the amount owed by such Working Interast, Owner, plus in-

- terest as aforesaid, has been paid. FEach purchaser shall be entitled to rely upon'

Unit Operator's written statement concerning the amount of any default.

11.6 Unpaid Unit Expense. If. any Wbrting Interest Owner- failg to pay ! its
share’ of Unit Expénse within sixty. {60) days after-rendition of a statement there-
for-by. Unit Uperator, each Wbrking Interest Owner agrees, upon request by Unit
Operator, to pay its proportionate part of the unpaid share of Unit Expense of the
defaulting Working Interest Owner. The Working Interest Owners that pay the share
of Unit Expense of a defaulting Working Interest Owner shdll be reimbursed by the
Unit Operator for the amount so paid, plus any interest collected thereon, upon
receipt by Unit Operator of any past due amount collected from the defaulting Work-
ing Interest Owner. Any Working Intérest Owner so paying a defaulting Working In-
terest Owner's share of Unit Expense shall be subrogated to the lien and rights
herein granted Unit Operator.




11.7 Uncommitted Royalty. Should an owner of a Royalty Interest in any
Tract fail to become a party to the Unit Agreement, and, as a result thereof,
the actual Royalty Interest payments with respect to such Tract are more or 1ess
than the Royalty Interest payments computed on the basis of the Unitized Substances
that are allocateéd to such Tract under the Unit Agreement, the difference shall be
borne by or inure to the benefit of Working Interest Owners, in proportion to their
respective applicable Unit Participations; howéver, thé differericé Lo be borns by
or inure to the benefit of Working Interest Owners shall rot exceed an améunt com-
puted on the basis of one eighth (1/8) of the difference between the Unitized Sub-
stances allocated to the Tract and the Unitized Substances produced from the Tract.
Such adjustments shall be made by charges and credits to the joint account.

ARTICLE 12
NON-UNITIZED FORMATIONS -

- 12,1 Right to Operate. Any Working Interest Owner that now has or here-
after acquires the right to drill for and producs oil, gas, or other minerals,

from other than the Unitized Formation, shall have the right to do so notwith- -
standing this agreement or the Unit Agreement. In exeér¢ising the right, howsver,
the Working Interest Owner shall exeré¢ise reasoriable precaution to prevent unréason-
‘able interference with Unit Operations. Ho Working Triterest, Owner shall produce
Unitized Substances through any well drilled or operated by it. If any Working
Interest Owneér drills any well into ofF through the Unitized Formation, the Unitized
Formation shall be protected in a manner satisfactory to Working Interest Ownérs
 so that the production of Unitized Substarnces will not adversely be affected.

: 12.2 Multiple Completions. No well shall be multiply conpleted to produce
from the Unitized Formation and any other formation within the Unit Area.

ARTICLE 13
TITLES

, 13.1 Warranty and Indemnity. Each Working Inteérest Owner represents arnd
warrants that it is the owner of the respective workirg interests get forth
opposite its name in Exhibit C, and héreby agrees to indemnify and hold haimless
the other Working Interest Owners from any loss due to failure, in whole or in
part, of its title to any such interest, except failuré of title arising out of
. Unit Operations; provided that; such indemnity shall be limited to an amount equal
to the riet value that has been received from the sale or receipt of Unitized Sub-
»gﬁgnnes,attributed to the interest as to which title failed. Each failure of
title will bé deemed to be éffective, iihsofar as this agreemént- is concerned; as
of the first day of the calendar month in which such failuré is finally determined,
arid there shall be no retroactive adjustment of Unit Expense, or retroactive
allocation of Unitized Substances or the proceeds therefrom, as a result of
title failure.

12.2 Failure Because of Unit Operations. The failure of title to any Work-
ing Interest in any Tract by reason of Unit Opcrations, inc¢luding non-production
from such Tract, shall not change the Unit Participation of the Working Interest
Owner whose title failed in relation to the Unit Participations of the other Wbrk—
ing Interest Owners at the time of the title failure.

LA
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ARTICLE lh

LIABILITY, CLAIMS, AND SUITS

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

14.2 Settlements. Unit Opsrator may settle any single damage claim or suit
involving Unit t Operations but not involving an expenditure in excess of Twenty-Five
Hundred Dollars €$2 500) provided the payment is in complete settlement of such
claim or suit. If the amount required for settlement exceeds the above specified
amount, Working Interest Owners shall assume and take over the further handling of
the claim or suit unless such authority is expressly delegated to Unit Operator.

All costs and expense of handling, settling, or otherwisce discharging such claim?or
suit shall be an item of Unit Expense. If a claim is made against any Working In-
terest Owner or if any Working Interest Owner is sued on account of any matter aris-
ing from Urnit Operations and over which such Working Interest Owner individually has
no control because of the rights given Working Interest Owners and Unit Operator by
this agreement and the Unit Agreement, the Working Interest Owner shall immediately
notify the Unit Operator, and the claim or suit shall be treated as any other claim
or suit involving Unit Operations.

ARTICLE 15
INTERNAL REVENUE PROVISION

15.1 Internal Revenue Provision. Each Working Interest Owner hereby elects
that it and the operations covered by this agreement be excluded from the application
- of Subchapter K-of Chapter 1 of Sub-title A of the Internal Revenue Code of 1954,

“or such portion thereof as the Secretary of the Treasury of the United States or his
delegate shall permit by election to be excluded therefrom. Unit Operator is hereby
authorized and directed to execute on behalf of each Working Interest Owner such

- additional or further evidence of the election as may be required by regulations
issued under said Subchapter K. Should the reguiations require each party to exsculs
such further evidence, each Working Interest Owner agrees to execute or- join in the
execution thereof. The election hereby made and the other provisions of this para-
graph shall apply in like manner to applicablg state laws, regulations, and rulings
now in effect or hereatter enacted that have an effect similar to the federal pro-
vislons referred to herein.

ARTICLE 16
v NOTICES -
16.1 Notices. All notices required hereunder shall be in writing and shall
be deemed to have been properly served when sent by mail or telegram to the address

of the representative of each Working Interest Owner as furnished to Unit Operator .
in accordance with Article 4,

- 11 ~




ARTICLE 17

WITHDRAWAL OF WORKING INTEREST CWNER

17.1 Withdrawal. A Working Interest Owner may withdraw from this agreement
by transferring, without warranty of title, either express or implied, to the
other Working Interest Owners who do not desire to withdraw, all its 0Oil and Gas
Rights together with its interest in all Unit Equipment and in all wells used in
Unit Operations. Such tranafer shall not relieve sald Working Interest Owner
from any obligation or liability incurred prior to the date of the delivery of
the transfer, which delivery may be made to Unit Operator as Agent for the transfer-
eas. The interest transferred shall be owned by the transferees in proportion to
their respective Unit Secondary Participations. The transferees shall not pay
transféror for its interest in Unit Equipment. After the date of delivery of the
transfer, the withdrawing Working Interest Owner shall be relieved from all further
obligations and liability hereunder and under the Unit Agreement, and the rights of
such Working Interest Owner hereunder and under the Unit Agreement shall cease inso-~
far as they existed by virtue of the interest transferred.

ARTICIE 18
ABANDONMENT OF WELLS

18.1 Rights of Former Owners. If Working Interest Owners decide to abandon
permanently any well within the Unit Area prior to termination of the Unit Agree-
_ment, Unit Operator shall give written notice thereof to the Working Interest Owners
of the Tract on which the well is located, and they shall. have the option for a
period of ninety (90) days after the- sending of such notice to notify Unit Operator
in writing of thsir election to take over and own the well. Within ten (10) daye .
after the Working Interest Owners of the Tract have notified Unit Operator of their
election tc.take over the well, they shall pay Unit Operator, for credit to the joint
account, the amount estimated by Working Interest Owners to be the net salvage value
of the casing and equipment in and on the well.

The Nbrklng Interest Owners of the Tract, by taking over the well, ‘agree to seal off .
effectivély and protect the Unitized Formation, and upon abandonment to plug the well
in.compliance with applicable laws and regulations. ‘

18.2 Plugging. If the Working Interest Owners of a Tract do not elect to
take over a well located thereon which is _proposed for abandomment, Unit Operator
shall plug and abandon the well in compliance with applicable laws and regulations.

ARTICLE 19

EFFECTIVE DATE AND TERM

19.1 Effective Date. This agreement shéll become effective on the date and
at the time that the Unit Agreement becomes effective.

.~ 19.2 Term. This agreement shall contlnue in effect so long as the Unit
Agreement remains in effect, and thereafter until (a) all unit wells have been




abandoned and plugged or turned over to Working Interest Owners in accordance with
Article 20, (b§ all Unit Equipment and real property acquired for the joint account
have been disposed of by Unit Operator in accordance with instructions of Working
Interest Owners, and (c) there has been a final accounting.

ARTICLE 20
ABANDONMENT OF OPERATIONS

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

20.1.1 0il and Gas Rights. 0il and Gas Rights in and to each separate
Tract shall no longer be affected by this agreement, and thereafter the parties:
shall be governed by the terms and provisions of the leases, contracts, and
other instruments affecting the separate Tracts.

20.1,2 Right to Operate. Working Interest Owners of any Tract that
desire to take over and continue to operate wells located thereon may do so
by paying Unit Operator, for credit to the joint account, the net salvage
‘value of the casing and equipment in and on the wells taken over, as estimated
by Working Interest Owners, and by agreeing to plug properly each well at such
time as it is abandonea.

20.1.3 Salvaging Wells. Unit Operator shall salvage as much of the
casing and equipment in or on wells not taken over by Working Interest Owners
of separate Tracts as can economically and reasonably be salvaged and shall
cause the wells to be plugged and abandoned properly.

20.1.4 Cost of Salvaging. Working Interest Owners shall share the
cost of salvaging, liquidation or other distribution of assets and properties
uged in Unit Operation in proportion to their respective Unit Secondary Par-
ticipations.

ARTICLE 21
EXECUTION

21.1 Original, Countegp;rt, or Other Instrument. A party may become a party
to this agreement by signing the original of this instrument, a counterpart thereof,
or other instrument agreeing to be bound by the provisions hereof. The signing of
any such instrument shall have the same effect as if all the parties had signed the
same instrument. '

ARTICIE 22
SUCCESSORS AND ASSIGNS

22.1 Successors and Assigns. The provisions hereof shall be covenants
running with the lands, leases, and interests covered hereby, and shall be binding
upon and inure to the benefit of the respective heirs, devisees, legal representa-
tives, successors, and assigns of the parties hereto.




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

WORKING INTEREST OWNERS

Attest, If a Corporation or
Name Date Signed Witness, If an Individual

PHILLIPS PETROLEUM COMPANY ATTEST:

By

Vice President ' ‘ By

Assistant Secretary

WITNESS:

o




STATE OF __ )
) ss CORPORATION ACKNOWLEDGMENT
COUNTY OF __ ) :
On thils day of - ~, 196k, pbefore me appeared
. -, toms peraona.lly known, who being by me duly
sworn, did say that he is the __ _ of

R : ' .y 8 corporation, and that the
seal affixed to sald 1nstrument is the corporate seal of said corporation, and that
said instrument was signed and sealed in pehalf of sald corporation by authority
of its Board of Directors, and sald acknowledged
said jnstrument to be the free act and Jeed of said corporation.

=
=

Given under my hand and seal of offic; this day of __ >
_ I o
My Commission Expires: Notary Public in and for said
, County and S_tgt.e
STATE OF __ _, ) .
; _ ) se JOINT ACKNQ\-[IEDGMENT
COUNTY OF __ ) (Husband and Wife)
The foregoing jnstrument was acknowledged pefore me this day of
, 1964, bY and T .
his wife.
My Commission Expires: , Notary Public in and for said

County and State

- 15 -




STATE OF )

) ss
COUNTY OF ). INDIVIDUAL ACKNOWLEDGMENT
The foregoing instrument was acknowledged pefore me this day”’ of
, 196k, by .
‘My Commisgsion Expires: Notary Public in and for said
County and State
STATE OF . ) _ ‘
A : , )} ss INDIVIDUAL ACKNOWLEDGMENT
COUNTY OF ' ,)
The foregoing jnstrument was acknowledged before me this day of
., 196L, by .
My Commiséion Expires: : Notary Public in and for sald
: County and State
STATE OF ) . R ——
) ss o INDIVIDUAL ACKNOWLEDGMENT
COUNTY OF ) oo
The foregoing jnstrument was acknowledged before me this - day of
, 1964, by ___ .
My Commission Expires: ; Notary Public in and for sald

County and State

- 16 -




Working Interest Owner

Algonquin Investment Co.
Ameradsa Petroleum Corp.

American Trad. & Prod. Co.

Anderson,. E. T.
Barnes, J. C..

Barnes, J. C., Jr.
Baker, Richard T.
Barton, Roy G. .
Brokaw, Edwina S.
Cabot Carbon Co.

Cone, Gordon M.

Coné, J. U., Trustee-
Duncan, Raymond T.
Durican, Vincent J..
Duncan, Walter .
Duncan; J. Walter, Jr.
Freeport .01l Co.

Getty Oil Co.

Great Western Drlg. Co.
Holmes, Howard P.
Iundbeck, G. Hilmer, Jr.
Marston, Hunter S.

SUMMARY OF WORKING INTEREST

EXHIBIT #CM

TO UNIT OPERATING AGREEMENT

RANGER LAKE UNIT

LEA COUNTY, NEW MEXICO

(WNERSHIP BY INDIVIDUALS AND COMPANIES

Percent RECHER RS
Tract Working Tract Per Cent
. No. Interest Primary

1 ~1.00000 0.70815

G 100.00000 7.96860
3 © 50.00000 - o

1 0.80000 0.70815

6 14.06250  2.64015

6 14,.06250  -2.6L015
1 1.00000 0.70815

b 6.25000  0.69000

1 2.53333- 0.70815
3 50.00000, 0

L 12.50000  0.69000

A 75.00000  0.69000
1 3.68233 0.70815

1 4,.03700  0.70815

1 7,85000  0.70815...
1 2,33067 0.70815
-6 25.00000. . 2.64015

5 50.00000  4.80040

1 50.00000  0.70815

6 12.50000  2.64015
1l 2.00000 0.70815

1 1.00000 0.70815

.",‘:'_,4: Lot

Worki’ng’ Interest Owners

% Participation-in Unit:

Participation

Secondary’ Primary
0.45410 0.00708

- 6.59690 7.96860
0.05940 . 0.
0.45410 0.00567
4.71810 0.37127
L.71810 0.37127
0.45410 0.00708
2.85220 0.04313
0.45410 0.01794
0.05940 - o .
2.85220 0.08625
2.85220 0.51750 -
0.45410 0.02608
0.45410 0.02859
0.45410 0.05559
0.45410 0.01650
4.71810 0.66005
5.80230 2.40020
0.45410 0.35408
4.71810 0.33002
0.45410 0.01416
0.45410 0.00708

_Sccondary

0.0045k
6.59690"
0’m36,.3« C
0.66348
0.00L54
0.01150




EXHIBIT “C"

Sunmary of Working Interest Ovnership
1s and Companies

By Individua

Ranger Lake Unit
Page 2..

Working Interest Owner

Mission Corporation
McVay, C. R.
Murphy; M. B¢

O'Neias, Joseph I., Jr.

Pan American Pet. Corp.
Phillips Petroleum Co.
Phillips Petroleum Co.
Ramsland, R. J. -
Shea, Edward L., Estate
Shea, Peter L. '

'Stafford, Carmon J.

Stillwagon, Geo. .
Stillwagon‘Trust., Geo.
Sunray DX 011. Co.

Texac¢o Inc. . ’ .
Texas Pacific 0il Co., a Div.

" “of Jos. E. Seagram & Sons, Inec.
Tekas.Pacific~Oil Co., a Div..

_ of Jos: E. Seagram & Sons,
Wynn, W. F.

Total

Percent
Tract Working Tract Per Cent Psrticipation -
No. Interest _ Primary Secondary
5 50,00000 1,.80040 5.80230
L 3.12500 0.69000 2.852207
1 1.00000 0.70815 0.45410
1 17.90001 0.70815 0.45410
8 100.00000 19.11920 17.41910
2=A 57.894Th 40.79675 35.20740
2-B  57.894Th 16.69670 23.21700
6 14.06250 2.64015 © 4.71810
1l 2.33333 - 0.70815 0.45110
1 2.53333  0.70815 0.45410 -
L 3.12500 0.69000 2.85220
6 3.12500 2.64015 4.71810
6 3.12500 2.64015 4.71810
7 50.00000 6.58005 3.67350
7 50.00000 6.58005 3.67350
2-A 1,2.10526 10.79675 35.20740
2-B 42.10526 16.69670 23.21700
6 114.06250 2.64015 L.71810

Working Interest Owners
¢ Participation in Unit

Primary

2.40020
0.02156
19.11920

23.61917 .
9.66651'

0.37127
0.01652
0.0179%
0.02156
0.08250
0.08250
3.29003

© 3.29002

17.17758

7.03019
_0.37127

100.00000

Secondary

2.90115
0.08913
0.0045h
0.08128
17.41910
$20.38323
13. 44142
0.66348
0.01060
0.01151
0.08913
0.14745
0.14745 -
1.83675
1.83675

14, 82017
9.77558

0.66348

'100.00000.
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Recommended by 1he
Council of Peiroleum

EXH‘BIT . D Y zcoit:;n:fnr;:'s‘:nchcs of

Attached to and made a part of .. LUNIT. OPERATING AGREEMENT
_Lea Gounty, New Mexico

ACCOUNTING PROCEDURE

(JOINT OPERATIONS)

I. GENERAL PROVISIONS

Definitions

“Joint Property” shall mean the real and personal property subject to the’ agreement to which this “Accotinting Pro-
cedure” is attached,

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

“Operator” shall mean the party designated to conduct the Joint Operations.
“Non-Operators” shall méan the nonoperaling parties, whether one or more.
“Joint Account” shall mean the account showing the charges and credits aceruing because of the Joint Operatlons
and which are to be shared by the Parties.

“Parties” shall mean Operator and Non-Operators.

“Material” shall mean personal property, equipment or suppiies acquired or held for use ‘on the Joint Proberty
“Controllable Material” shall mean material which at the time is so classified in the Material Classification i ;anual
as most recently recommended by the Council of Petroleum Accountants Societies of North America.

Conflict with Agreement
In the event of a conflict between the proviexons of this Accountmg Procedure and the provisions of the ugree-
ment to' which this Accounting Procedure is attached, the provisions of the agreement shall control

Collective Action by Non-Operators

Where an agreement or other action of Non-Operators is expressly required under this Accountmg Procedure

and if the agreement to which this Accounting Procedure is ‘attached contains ro contrary provisions in regard

thereto, the agreement or action of a majority in interest of the Non-Operators shall be controlling on all Non-

Operators.

Statements and Billings

Operator shall bill Non-Operators on or before the last day of each month for their proportionate share of costs and

expenses, for the preceding month. Such bills will be accompanied by statements reflecting the total charges

and credits as set forth under Subparagraph. . S ..below:

A, Statement in detail of all charges and credlts to the Jomt Account.

B. Statement of all charges and credits to the Joint Account summarized by appropriate classifications indicative
of the nature thereof.

. C. Statement of all charges and credits to the Joint Account summarized by appropriate classifications indicative

of the nature thereof, except that items of Controllable Material and unusual charges and credits shall be detailed.

Payment and Advances by Non-Operators

Each Non-Operator shall pay its proportion of all such bills within fifteen (15) days aiter recelpt thereof. If pay-
ment is not made within such time, the unpaid balance shall bear interest at the rate of six per cent (8% ) per
annum until paid.

Adjustments

Payment of‘any such bills shall not preJudlce the right of ainy Non-Operators to protest or question the correctness
thereof; provided however, all bills and statements rendered to Non-Operators by Operator during any calendar
year shall conclusively be presumed to be true and correct after twenty-four (24) moriths following thé end of any
such calendar year, unless within the said twenty-four (24) month period a Non-Operator takes written excep-
tion thereto and makes claim on Operator for adjustment. No’ adjustment favorable to Operator shall be made
unless it is made within the same prescribed period. The provisions of this par agraph shall not prevent adjust-
ments resulting from a physical inventory of the Joint Property as provided for in Section VII.

Audits

_A Non-~Qperator, upon notice in 'writing to Operator and all other Non-Operators, shall have the rlght to audit
‘Operator’s accounts and records relating to the accounting hereunder for any calendar year within the twenty-four
(24) ‘month period following the end of such calendar year: provided however, the making of an audit shall not ex-
tend the time for the taking of written exception to and the adjustment of accounts as provided for in Paragraph
6 of this Section I. Where there are two or more Non-Operators, the Non-Operators shall make every reasonable
effort to conduct joint or simuliancous audits in a manner which will result in a minimum of inconvenience fo
the Operator.

Il. DIRECT CHARGES
Subject to Jimitations herelnafter prescribed, Operator shall charge the Joinl Account with the following items:

1 —
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I

e

Rentals and Royalties

Delay or other rentals and royallies when such rentals and rovalties are paid by Operator for the Joint Aecount

of the Parties. »

Labor

A. Salaries and wages of Operator's emplovees directly cngazed on the Joint Property in the conduct of the Joint
Operations, and salarics or wages of technieal employees who are temporarily  assisgined to and  diveetly
cmployed on the Joint Property.

B. Operator’s cost of holiday. vacation, sickness and disability. benefitz and other customary allowanrvces paid to the
cmployces wliose salaries and wages are chargeable to the Joint-Accouni under Paragraph 22\ of thix Scction 11
and Paragraph 1 of Scction lII except that in the case of those employees only a pro rata portion of whose
salavies and wages are char ueable to the Joint Account under Paragranh 1 of Scction HE, not more than the same
pro rata portion of the benefits and allowances herein provided for shall be chai'ged to the Joim \umml Cost
under this Paragraph 2B may be charged on 6 “wien and as paid basis™ or by “percentage assessment™ on the
amount of salaries and wages chargeable to the Joint Account under Pavug aph 2A of this Scetion 11 wod Para-
graph 1 of Section 1. If pereentage assessment is used. the rate shall he baxed on e Operator's vost experience.

C. Expenditures orv cantributions made” pursuant to assessments imposed by governmental asthority s hich see ap-

* plicable to Operator’s Jabar cost of salaries and wages xh.ngv.nhh' to the Joint Aeeiam ander P codnphbs 20
and 2B of this Scction ! snd Paragraph 1 of Section {11, ) , ‘ ‘ :

Do Rewsomable personal expenzes of those chiployees whose salarios and wagey o & cgeetb o R VOTES
wider Pardgraph 2A of this Section §f and for which exprnszes the -mpl-n T FL vt
usuxl practice.

Ewmployce Benefits_
Ojicralor's current ‘cost of established plans for employces' group life insuvance; hospitahzation. pension, retire-
ment, stock purchase, thrift, bonus, and other benefit plans of a like nature, applicable to Operator's laboyr cost; pro-

vided however, the total of such charges shall not exceed ten percent (1040 ) of Operator’s labor costs chargeuable -

to the Joint Account under Paragraphs 2A and 2B of this Section II and Paragraph 1 of Scction III.
Materia)

‘Materiat puvchased or' fuinished by Operator forr use on tho Joint . Fnoperty So far as it is reasonably practi-

cal aind consisiént with efficient and cconomical operation, only such Material shall be purchased for or transferred

to the Joint Property as may be required for immediate use: and thic accumulation of surplus stocks shall be avoided.

Transportiation .

Transporiation of omployees and Material necossary for the Joint Opcmuons but \ubJOCl fo the following limitations:

A. If Material-is moved to the Joint Property from the Operator’s warchouse or other propertics, no charge shall
be 'made 1o the Joint Account for a distance greater than the distance from. the nearest reliable supply store or
railway rncewing point where like malerinl {s:available, except by agreement with Non-Operafors.

B. If surplu Material Is moved to Operator's warchouse or other storage point. no charge shall be rhade to tho
Joint Account for a distance greater than the distance to the neavest reliable supply store or railway receiving
point, except by agreement with Non-QOperators. No charge shall be made to Joint Account for moving Material
to other properties belonging to Operator, except by agreement with Non- Operators.

C. In the application of subpavagraphs A and B above, there shall be no cqualimuon of actual gross trucking costs
of $100 or loss, ; .

Services

A. The cost of contract servicc-\ and utilities procured from oufside sources other than scrviees covered by Para-
graph 8 of this Section II and Paragraph 2 of Section 1L

B. Use and service of equipment and facilities furnished by Operator as provided in Pm agraph 5 of Scetion IV.
Damnges and Losscs {o Jomt Property
All cosls or expenser necéssary for the repair or replacement.of Joint Ptoper‘!v made necessar v because of damages
or losses incurred by fire, flood, storm, theft, accident,or any othey cayse, except (o the extent thatl the damiage or
loss could have been avoided through the exercise of reasonable diligence on the part of Operator. Operatar shall
furnish Non-Operators written notice of damages or losses Incuryed as soon as pmchcab]o after a report thercof
has been rveceived by Operator. .
Legal Expense , :
All costs and expenses of handhm: investigating and settling litigation or claims arising by reason of the Joint
Operations or necessary 1o proteet oy recover the Joint Property. including. but not Jimited to, nt(o:nc\e fees,
court cogts. cost of investigation or procuriug evidence and amounts paid in seitlement or satisfaction of any
such litigation or claims; provided. (a) no charge shall be made for thoe services of Operuior’s fegal staff-ov other reg-
ulacly émployved personnel (such services Leing considered to be Administrative Overhead under Section 1II), ex-
copt by agreement with Non-Operators, and (b) no charge shall be made for the fees and expenses of outside at-
torneys unless the employment of such attarneys is agreed to by Operator and Non-Operators.

Taxes

AN taxes of every kind and nature assessed or levied upon or in conneetion with the Joint Property, the operation

therveof, or the ploduclmn therefron:, and which taxes have been paid by the Gperalor for the benefil of the Parties.

lusurance Promiums

Premiums paid for insurance lcquncd to be carrjed on the Joint Properiy for the prolection of the Parties.

Other Expenditures -

Any other O\pcndilmc not covered or dealt with in the foregoing provisions of this Section I, or in Section 1lI,

and which js incurred by the Operator for the necessary and proper conduct of the Joint Operations

I, INDIRECT CHARGES

Qperator may charge the Joint Account for indireet costs either by use of an allochtion of district expense items plus a

Yo




fixed rvate for administrative overhead. and plus the warehousing chayges. all as provided for in Paragraphs 1. 2. and 3 of
this Scetion 111 OR by combining all three of zaid items undet the fiwd rate provided for in Paragraph 4 of "‘" Secction
~— L as indicated nest below:

OPERATOR SHALL CHARGE THE JOINT ACCOUNT UNDER TNE'TEBMS OF:
5 Pavagraphs L, 2 and 3. (Allocation of district expense plus fixed rate for administrative overhead plus
- warchousing.) ;
XX Pavagraph 4. (Combined fixed rate)
1. District Expense '

Qperator shall chaige the Joint Accownt with @ pro rata portien of the salaries. wages atd expenses of Operator's
production superintendent and other cniployees serving the Jolnt Property and other properties of the Operator in
the same operating aven, whose time s not allocated dircctly to the properties, and a pxo rata portion of the cost of
maintainiing and operating a production office known as Oporator's
office located at or near {or n coniparable otrice if tocatlon changed). and neces-
sary subdofiices (if any), maintained for thn -eony enience’ of the above-described office, and all necessary camps,
ncluding housing facilities for employoes §f ieaiilred. used n connection with the operations of the Joint Property
and other propertles in the same operatlng aren. The expenso of, less any revenug from. such facilities may, at the
option of Operator, incliide depreciation of investment or a fair menthly rental in lieu of depnocmhon Such

charges shall be apportioned to all properties served on x~ome equitable basis conzistent with Operator's accounting
practice. .

' 2. Admlnillratlvo Overhead

OCperator shall charge administrative overhead to the Joint Accouut at the followlng rates, which charge shall be in
licu of the cost and expense of ‘all officea of the Operator not coveved by Paragraph ! of this Section III, including
salarvies, wages and expenses of personne} assigned to such offices, Such charges shall be in addition to the salaries,
wages and expenses of employees of Qperator-authorized to be chat ced as dlrect charges as provided in Paragraphs
; 2 anid 8 of Sectlon 1I.

WELL BAIIS (RATE PER WELL FER MONTH) -

, o , \4
o "8&'1.‘..'."1.2’:8&:‘.."%.5,»

N pa%}.m‘pﬂly; M\‘l - {Vsg T AR Walls

Wait Depth Bash Wall Pink Pive Nt Pive ver Yen

....................

..................................................

e The coat and ewpemo ot services from outslde vourcea ln connectlon \\lth mmers of taxation. trume. accountlng. or
matters before or lnvelying goveriimental agencles shall be considoved as included In the qverhead yates provided for in
thiz Paragraph 2 of Sectlon I, unless such cost and expense ave agreed upon between QOpevator and Non-Operatars
as a divect cliarge to the Jolnt Account.

3. Operator's Fully Owned Warehouse Operpting and Malntenance Fxpense
(Descrlbe rully the agreed procedure to bs followed by the Opemor )

4. Combined Fixed Betel
Qperator shall charge the Joint Account for the services covered by Paragraph 1, 2 and 2 of thiz Section 111, the
following fixed per well rvates:

WELL BASIS SBATE PER WELL PER MONTH)

PR ————

D'JCIN RATE
DMLHNO WIB' %‘l’l \Un rnnf g Depth)
(Usa Totgl Depth AN Welhy
‘ Well pop!h I Roch Wfll oy oy Pirsd Plve o b{g:e v - Qver Ten
... Al depths L0509 8.

o Said fixed rate (elsadk)} (shall not} include salaries and expenses of production faremen.

5. Applcation of Administrative Overhead pr Combined Fixed Rates
‘The foilowing Hinitations, instructions and charges shall apply in the application of the per well rates as provided
‘under either Paragraph 2 or Paragraph 4 of this Section Il:
A. Charges for drilling wells shall begin an the date each wel} is apudded ond terminate on the date the drilling or
corapletion rig 1s veleased, whichever 8 lgter, except thay no charge shall be made during the suspension of
- drmlng oporatlona for fiftcen (1%) pr more consecutive days.
B. "The status of wells shall be as follows:

(1) Pioducing gas wells, injection wells far recovery operations, water supply uolls uulizcd for water flooding
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operations and salt water disposai wetls shall be considered the same as producing wells. -

(2) Wells permanently shut down but on which plugging operations are deferred shall be dropped from the
well schedule at the time the shutdown is effected. When such a well is plugged a charge shall be made
at the producing well rates.

(3) Wells being plugged back, drilled deeper, converted to a source or input_well, or which are undergoing any
type of workover that requires the use of a drilling or workover rig shall be consxdered the same as drilling

- wells.

"(4) Temporarily shut-down wells, which are not produced or worked upon for a period of a full calendar month,
shall not be included in the well schedule, provided however, wells shut in by governmental rggulato_ry
body shall be included in the well schedule only in the event the allowable production is transferred to some
other well or wells on the Joint! Property. In the event of a unit allowable, all wells capable of producing
will be counted in determmmg the charge.

- (5) Gas wells shall be included in the well schedule if directly connected to a permanent sales outlet even
though temporanly shut in due to overproductlon or failure of purchaser to take the allowed production.

- (6) Wells completed in multiple horizons, in which the production is not commingled down hole, shall be con-
sidered as a producing well for each separately producing horizon.

¢. The well rates shall apply to the total number of wells being drilled or operated lmder the agreement to which
-this Accountmg Procedure is attached, irrespective of individual.leases.

D. The well rates shall be adjusted on the first day of April of each year followmg the effective date of the agree-
ment to which this Accounting Proé¢édure is attached. The adJustment shall be computed by multiplying the
rate curreiitly in use by the percéntage incresse or decrease in the average weekly earnings of Crude Petroleum
and Gas Production Workers for the last calendar year compared to the preceding calendar year as shown by
“The Index of Average Weekly Earnings of Crude Petroleum and Gas Production Workers" as published by the
United States Department of Labor, Bureau of Labor Siatistics. The adjusted rates shall be the rates currently
in use, plus or minus the computed adjustment.

8. For the construction of compressor plants, water stations, secondary recovery systems, salt water disposal facili-
ties, and other such projects, as distinguished from the more usual drilling and producmg operations, Operator
in addition to the Administrative Overhead or Combined Fixed Rates provided for in Paragraph 2 and 4 of this
Section III, shall charge the Joint Account with an additional overhead charge as follows:

A Total cost less than $25,000, no charge.

B. -Total cost more than $25, 000 but less than $100,000, __3.._% of total cost

C. Total' cost of $100,000 or more, 3% of the first $100,000 plus _1 ¢ of all over $100,000 of total cost.
Total cost shall mean the total gross cost of any one project. For the purpose of this Paragraph the component parts
of a single project shall not be treated separately and the cost of drilling: wells shall be excluded.

7. The specific rates provxded for in this Section III may be amended from time to time by mutual agreement between
the Parties hereto if, in practxce, the rates are found to be insufficient or excessive.

Iv. BASIS OF CHARGES TO JOINT ACCOUNT
SubJect to the ‘further provisions of this Section 1V, Operator will procure all Material and services for the Joint Prop-
erty. At-the Operator's option, Non-Operator may supply Material or services for the Joint Property.

1. Purchases '
Material purchased and service procured shall be charged at the prlce paid by Operator after deduction of all dis-
counts actually received. .

2. Material furnished from Operator s Warehouse or Other Properties
A. New Material (Condition “A™)

(1) Tubular goods, two inc¢h (2”) and over, shall be priced on Eastern Mill base’ Q. e Youngstown, Ohio; Lorain,
Ohio; and Indiana Harbor, Indiana) on a minimum carload basis effective at date of movement and f. o. b.
railway receiving peint nearest the Toint Property, regardless of quantity. In equalized hauling charges,
Operator is permltted to mclude ten cents (10c) per hundred- welght on all tubular goods furnished from
his stocks in lieu of loading ‘and unloadmg costs sustained.

(2) Other Material shall be priced at thi: nurrent replacement cost of the same kind of Materlal effective at date
of movement and f. o. b. the supply store or railway receiving point nearest the Joint Property where
Material of the same kind is available.

(3) The Joint Account shall not be credited with cash discounts applicable to prices provided for in this Para-
graph 2 of Section IV.

B. Used Material (Condition “B" and “C")
(1) Material in sound and serviceable condition and suitakle for reuse without reconditioning, shall be classified
- -as Condition “B* gnd’ priced at seventy-five per ceit (75%) of the current price of new Material.”

(2) Material which cannot be classified as Condition “B” but which,

(a) After reconditioning will be further serviceable for original function as good secondhand Material
(Condmon “B”), or

(b) scrviceable for original function buf substantially not suitable for recondltlomng, shall be classifi<
ed as Condition “C” and priced at fifty per ceat {50¢{ ) of current new price.

~(3) Obsolete Material or Material which cannot be classified as Condition “B” or Condition “C” shall be priced
at a value commensurate w:th its use. Material no longex suitable for its original purpose bul usable for

some other purpose, shall bc priced on a basis comparable wnth that of items normally uscd for such other
purpose.

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

3. Premium Prices
Whenever Material is not readily obtainable at prices specified in Paragraphs 1 and 2 of this Section 1V because of .
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national emergencics, strikes or other unusual causes over which the Operator has no control, the Operator may

charge the Joint Account for the required Material at the Operator's actual cost incurred in procuring such Matérial,

in making it suitable for use, and in moving it to the Joint Praperty, provided. that notlce in wiiting Is

furnished to Non-Operators of the proposed charge prior to billing Non.Operators for such Material. E ch Non-

Operator shall have the right, by-so clecting and notifjing Operator within 10 days after recelving notice from

Operator, to furnish in kind all or part of his share of such Material suitable for use and acceptable to Operator.,

Warranty of Material Furnished by Operator

Operator does not warrant the Materiat furnished. In case of defectlve Matenal credit shall not be passed to the

Joint Account until adjustment has been received by Operator from the manutfacturers or their agents.

Equipment and Facilities Furnished by Operator

A. Operator shall charge the Joint Account for Use of equipment and facilities at rates commensurate with cost of
ownership-and-operation. Such rates shall include cost of. maintenance, repairs, other operating expense, in-
surance, taxes, depreciation and interest on’investment not to exceed six per cent (6%) per annum, provxded
such rates'shall not exceed those currently. prevailing in the immediaie area within which the Joint Property is
located. Rates for automotive equipment shall generally be in line with {he schedule of rates adopted by the
Petroleum Motor Transport Association, or some other recognized organization, as recommeded uniform charges
against Joint Property operatlons Rates for laboratory services shall not exceed those currently prevailing if
performed by outside service laboratornes Rates for trucks, tractors and well service units may include wages
and expenses of operator.

B. Whenevyer requested, Operator shall inform Non-Operators in advance of the rates it proposes to charge.

C. Rates shall be revised and adjusted from time to time when found to be either excessive or insufficient.

Y. DISPOSAL OF MATEB!AL

The Operator may purchase, but shall be under no obligation to purchase, interest of Non-Operators in surplus Condi-
tion “A'" or “B" Materlal, The disposition of surplug Controllable Material, not purchased by Operator, shall be subject
to agreement between Operator and Non-Operators, provided Operator shall dispose o! normal accumulations of junk
and scrap Material either by transfer or sale from the Joint Property.

L

2‘

The

Materlal Purchased by the Operator or Non-QOperators

‘Material purchased by either the Operator or Non-Operators shall be credited by the Operator to the J oint Account

for the month in which the Material is removed by the purchaser,
Division in Kind

Division of Materlal in kind, if made between’ Operator and Non-Qperators, shall be in proportion to the respectlve
interests In such Material. The Parties will thereupon be chavged Individualiy with the value of the Material Te-

“celved or recelvable, Proper credits shall be made by the Operater in the monthly statement of operations

Sales to Qutsiders .

Sales to outsiders of Material from the Joint Property shall be credited by Operator to the Joint Account at the net
amount collected by Cperator from vendee. Any clajm by vendee related to such sale shall be charged back to the

Joint Account if and when paid by Operator. .

V1. BASIS OF PRICING MATERIAL TRnNSFERRED FROM JOINT ACCOUNT
Materlal purchased by either Operator or Non-Operatars or divided In kind, unless otherwise ngreed to between
Operator and Non-Operators shall be priced an the following basis:
New Price Defined .
New price as used in this Sectlon V1 shall be the prxce speclfied for New Material in Section IV.
New Materjal
New Material :(Condition "A”), oemg new Materlal procured for the Joint Property but never used, at one hundred
per cent (100%) of current new price (plus sales tax if any).
Good Used Materlal
Good used Material (Condition “B”), being used Material in sound and serviceable condition,  suitable for reuse
without reconditioning:
A, At seventy:five per cent (75%) of currént new prlce if Mntenal wes charged to Joint Account as new, or
B. At sixty-five per cent (65%) of current new price if Material wzs originglly charged io the Joint Account as
..secondhand at seveniy-five percent (73% ) of new price.

v Other Used Material

Used Material (Condition “C”), at fifty per cent (§0%) of current new price, belng used Material which:

A. Is not in sound and serviceable condition but suitable for reuse after reconditioning, or

B. Is serviceable for original function but not suitable for reconditioning.

Bad-Order Maierlal

Material (Condition “D'’), no longer suitable for its original pijrpose without excessive repalr cost but usable for
some other purpose at g price comparable with that of items normally used for such other purpose,

Junk Material

Junk Material (Condition “E"), being obsolete and serap Material at prevailing prices.

Temporarily Used Material

When the use of Materia) is temporary and its sérvice to the Joint Property does not justify the reduction in price as
provided for in Paragraph 3 B of this Section VI, such Material shall be priced on a basls that will leave a net charge
to the Joint Account consistent with the valus of the service rendered.

’ Vil. INVENTORIES ,
Operator shail maintain detailed records of Material generally considered controllable by the Industry,

. Pertodic Inventories, Notlce and Representation

At reasonable intervals, inventories shall be taken by Operator of the Joint Account Material, which, shall ‘include




all such Material as is ordinarlly considered controllable. W.aien notiee - . » . intion to tak. invenlory shait be
given by Operator at least thirty (30) days before any iaventory is to depo. o that Non-Ozerators may be repre-
sented when any inventory is taken,  Fsilure of Non-Operaiors to be reprasen:ed ot an inventory shall bind Non-
(')‘perat'ors to sccept the inventory taken by Operator, who shall in that event {urnith Non-Op2vators with a copy
thereof.

Reconcilintion and Adjusiment of Inventories ' _

Reconcilistion of inventory with charges to the Joint Account shall be made, and o list of overages and shortages
shall be jointly determined by Operator and Non-Operators. Inventory adjustments shall be made by Operator
with the Joint Account for oversges and shortages, but Operator shall be hald accountable to Non-Operator only
for shortages due to lack of ressonable diligence, _

Special Inventories _

Special inventozies may be taken whanever thare is any sale or change of interest In the Joint Property. It shall be
the dut;notthopaﬂy setling to notify all other Partiss as quickly as possible after the transfer of interest takes
placa, In such casce, both the seller and the purchaser shall be governed by such.invenicry, = .
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UNIT AGREEMENT

FOR THE DEVELOPMENT AND OPERATION OF THE

RANGER; LAKE UNIT
B

- RANGER LAKE FIELD

LEA COUNTY, NEW MEXICO

NO.

THIS AGREEMENT, entered into as of the lst day of March, 1964, by and between
the parties subscribing, ratifying, or consenting hereto, and herein reterred to as
iparties hereto!, ,

WITNESSET H'

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

WHEREAS, the Commissioner of Public Lands of the State ‘of New Mexico is
authorized by an Act of the Legislature (Section 3, Chapter 88, Laws 1943 as amended
by Section 1 of Chapter 162, Laws of" 1951) to consent to-or approve this Agreement
on behalf of the State of NeW'Mexico, insofar as it covers and includes lands and
mineral interests of the State of New Mexico; and

WHEREAS, the Commissioner of Public lLands of the State of New Mexico is author-
ized by an Act of the Legislature (Section 1, Chapter 162, Laws of 1951) to amend with
the approval of ‘the Lessee, any oil and gas lease embracing State lands so that the
iength of ths term of said lease may coincide with the terms of the unitized develop-
ment and operation of State lands; and

: WHEREAS, the 0il Conservation Commission of the State of New Mexico is author-
ized by law (Chapter 72, Laws of 1935, as amended by Chapter 193, Laws of 1937,
Chapter 166, Laws of 1951, and Chapter 168, Laws of 1949) to approve this Agreement,
and the conservation provisions hereof} and

WHEREAS, the partips hereto hold sufficient interests in the Unit Area subject
to this Agreement to give reasonable effective control of operation therein; and

WHEREAS, it is the purpose of the parties hereto, to enable institution and

consummation of secondary recovery operations, to conserve natural resources, pre-

vent waste and secure the other -benefits obtainable through development and operation

of the Unit Area subject to this Agreement under the terms, conditions, and limitations
herein set forth.

NOW, THEREFORE, in consideration of the premises and promises herein contained,
the parties hereto commit to this Agreement their respective interests in the below
%efined Unit Area subject to this Agreement, and agree severally among themselves as

ollows:




(a)

(b)

(e)

(d)

(e)

(£)

(g)
(h)

(3)

(k)

——

(1)

1. DEFINITIONS: For the purpose of this Agreement, the following terms and
expressions as used herein shall mean:

"Commission" is defined as the Oil Conservation Commission of the
State of New Mexico.

"Gomm1331oner" is defined as the Comm1331oner of -Public Lands of A .
the State of New Mexico.

"Paying Quantities” is defined as production of Unitized Substances
in quantities sufficient to pay for the cost of producing same from
wells completed in the Unitized Formation.

nProductive Acreage" is defined as and shall mean the acreage
reasonably proven to be productive of Unitized Substances from
the Unitized Formation,

URemaining Primary Production” is defined as and shall be all oil
produced from the Unitized Formation from July 1, 1962, until 7:00
otclock a.m. the first day of the calendar month after 477,871
barrels of oil have been produced from the Unitized Fonmation.

The above Remaining Primary Production is predicated upon 100

per cent commitment of the hereinabove ‘described lands as consti-
tuting the Unit Area, and shall be subject to correction to coincide
with the Remaining Primary Production of the unitized portion of
the reservoir, in event of noncommitment of any tract.

“"Royalty Interest" means a right to or interest in any'portion of
the Unitized Substances or proceeds thereof other than Hbrking
Interest.

YRoyalty Owner" means a party hereto who owns a Royalty Interest. E

‘#Secondary Production" is defined as and shall be all oil ﬁrOduced

from the Unitized Formation after the Remaining Primary Production
has been produced.

“Unitized Formation" is defined as and shall mean that heretofore
established underground reservoir, underlying Unit Area and com- v
monly known as the Ranger Lake zone of the Pennsylvanian Formation,

being further identified as the producing formation found in Phillips .
Petroleum Company's Ranger Unit No. 1 well located in the SE/L SE/L, .
Section 23-T125-R34E, Lea County, New Mexi~c Letween the depths of

. 6080 feet and 4230 fest bslow sea level.

"Unitized Substances"4is'defined as and shall mean all of the oil
and gas contained in or produced from the Unitized Formation.

"Unitized Land" or "land subject to this Agreement" is defined as

and shall mean those lands within the Unit Area which are commit-

ted to this Agreement.




(1) "Unit Manager! is defined as the person or corporation appointed by

the Working Interest Owners to perform the duties of the Unit Opera-

- tor until the selection and qualification of a successor Unit Opera-
tor as provided for in Section 8 hereof.

- (m) "Unit Operating Agreement" is defined as and shall mean the Agree-
' ment entered into (separately or collectively) by and between the

Unit Operator and the Working Interest Owners as provided in Sec-

tion 9, entitled, "Unit Operating Agreement, Ranger Lake Unit, Lea
County, New Mexico", or any amendment or supplemsent thereto.

(n) "Usable Well” is defined as a well which has been drilled in the
o : Unit Area to the depth of the Unitized Formation and has casing
in the hole in condition for use as either a producing well or
an injection well, and on which well) there has been filed with the
State of New Mexdco, on or before the effective date of this Agree-
ment, a well record and Completion Report (Form C-105) or -Request
for 0il Allowable (Form C-104) and which well has produced some oil
_ from the Unitized Formation and has had an allowable granted for it
3 . by the 0il Conservation Commission of the State of New Mexico.

(o) "Working Interest“ means an interest in Unitized Substances bj viftue
g : of a lease, operating agreement, fee title, or othefwise,.including
' : a carried -interest, which interest is chargeable with and obligated

‘ P "to pay or bear, either in cash or out of production or otherwise, all
' or a portion of the cost of drilling, developing, producing, and
4 ) operating the Unitized Formation. Any interest in Unitized Substances
T ‘which is a Working Interest as of the date the owner thereof executes
: g or ratifies this agreement shall thereafter be treated as a Working
! = Interest for all purposes of this agreement, :
7 (p) . "Working interest Owner" means a party hereto who owns a Working

Interest. - The owner of oll and gas rights that are free of lease

or other instrument conveying the Working Interest to another shall

o be regarded as a Working Interest Owner to the extent of seven-eighths
- (7/8) of his interest in Unitized Substances, and as a Royalty Owner

o with respect to his remaining one-eighth (1/8) interest therein.

2. UNIT AREA AND PARTICIPATION: The following described land is hereby desig-
nated and recognized as constituting the Unit Area as to which this Agreement becomes
effective, to wit: .

NEW MEXTCO PRINCIPAL MERIDIAN, NEW MEXICO
- T, 125, R. 34E

Section 14: E/2 SE/L Section 27: E/2 and SE/L SW/L
22: E/2 SE/i ‘ 34: E/2 and E/2 NW/L,
23: All 35: NW/h
2h:  W/2 NW/L & W/2 SW/L
25:  NW/L
- 26: Al




Situated in Lea County, New Mexico, containing 2,680 acres, more or less,
and such additional lands to which this Agreement may be extended, all
as herein provided. &

~ "Exhibit "A" attached hereto is a map showing the Unit Area and the bound-
aries and identity of tracts and leases in said Unit Area to the extent known o
-the Unit Operator. Exhibit "Bi" attached hereto.is a schedule showing to the extent
known to the Unit Operator the acreage comprising each tract, percentage ownership
of each Working Interest Owner in each tract, number of wells on each tract and the
percentages of participation, both primary and secondary, as well as the Remaining
Primary Production of each tract in the Unit Area. However, nothing herein or in
said schedule or map shall be construed as a representatlon by any party hereto
; as to the ownership of any interest other than such interest or intérests as are $ose
j s shown "in said map or schedule as owned by such party. Exhibits "A" and "B" shall
be revised by the Unit Operator whenever changes in the Unit Area render such re-
vision necessary, or when requested by the Commlssioner. Two copies of such re- -
vision shall be filed with the Commissioner.
| , The above described Unit Area may, when practicable, be expanded to include
therein any additional tract or tracts regarded as reasonably necessary or advisable o
‘ for the purposes of this Agreement. Such expansion shall be effected in the fcllow-
f ing manner:

2 (a) The owner or owners of the Working Interest in and to a tract or
; _ tracts desiring to bring such tract or tracts into the Unit Area,
ghall file an application therafor with Unit Operator requesting
i : , such admisgsion.

' : (v) Unit Operator shall circulate a notice to each Working Interest
Owner of the prOposed expansion, setting 6ut the basis for
admission, the unit participation to be assigned to such tract

or tracts, and other pertinent data. After negotiation (at Work-
ing Interest Owners! meeting or otherwise) if Working Interest
Owners having ninety per cent (90%) of the Working Interest in the
Unit Area agree to such tract or tracts beirg brought into the Unit
Area, then Unit Operator shall after preliminary concurrence by
the Commissioner,

(1) _Prepare a notice of proposed expansion describing the contem~
plated 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
a month subsequent to the day of notice; and

(2) Deliver copies of said notice to the Commissioner, each
Working Interest Owner (maillng copy of such notice to the
last known address of each such Working Interest Owner) and
to the lessee and lessor whose interests are affécted, ad-
vising such parti&s that. thirty (30) days will be allowed

g : : for submission to the Unit Operator of any objections to such
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proposed expansions; and

(3) File, upon the expiration of said thirty (30) day period as
set out in Item 2 immediately above, with the Commissioner
the following: .. {a) -evidence of mailing coplies of said notice
of expansion; (b) an application for such expansion, (e)
an instrument containing the appropriate joindérs in compliance
with the participation requirement of Section 31, "Nonjoinder
and Subsequent Joinder", 1nfra, and (d) copy of any objections
" received. :

The expangion shall, after due consideration of all pertinent information And
upon approvel by the Commissioner, become effective as of the date prescribed in the
notice thereof.

3. UNITIZED SUBSTANCES AND RIGHTS: All oil and gas’ in or that may be prod-
uced from the Unitized Formation underlying the lands subject to this Agreement,
together with the right to use the surface of said lands for the development and
operation of the Unitized Formation are unitized under the terms of this Agreement.
Nothing herein shall be construed to unitize, pool, or in any way affect the oil,
gas, and other minerals contained in or that may be produced from any formation
other than the Pennsylvanian Formation, as above described.

4. UNIT OPERATOR: Phillips Petroleum Company, Bartlesville, Oklahoma, is
hereby designated as Unit Operator and by:.signing this instrument as Unit Operator
agrees and consénts to accept the duties and obligations of Unit Operator for the
operation and development of the Unitized Formation for the production of Unitized
Substances as herein provided. Whenever ‘reference is made herein to the Unit
Operator, such reference means the Unit Operator acting in that capacity and not
as an owner of interests in Unitized Substances and the term "Working Intérest
Owner", when used herein, shall include or refer to Unit Operator as the owner of
a Wbrking Interest when such an interest is owned by it.

‘5.  RESIGNATION OR REMOVAL OF UNIT OPERATOR: Unit Operator shall have the
right to resign at any time, but such resignation shall not become effective so
as to release Unit Operator from the duties and obllgations of Unit Operator and
terminate Unit Operator's rights as such for a period of six (6) months after notice
of intention to resign has been served by Unit Operator on all Working Interest Owners
and ‘the Commissiorer, and until all wells then subject hereto are placed in a satis-
factory condition for suspension or abandqument, unless a neéw Unit Operator shall
have taken over and sssumed the duties and cobligations of Unit Operator prior to
the expiration of said period.

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

The Unit Operator may be subject to removal by eighty-five per gent (85%)
of the committed Working Interests on the basis of unit participation, in effect at
the time, exclusive of ihe Unit Operator. Such removal shall be effective upon
notice thereof to the Commissioner.
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In all such instances of resignation or removal, until a sucéessor Unit
Operator is selected and approved as hereinafter provided, the Working Interest
Owners shall be Jointly responsible for the performance of the duties of the Unit
Operator and shall, not later than thirty (30) days before such resignation or
removal 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 Agreement, shall
not terminate its right, title, or interest as the owner of a Working Intérest or
other interest in Unitized Substances, but upon the resigndtion or removal of
Unit Operator becoming effective, such Unit Operator shall deliver possession of
all equipment, materials, appurtenances, and ahy other assets, used in conducting
the unit operations and owned by the Working Interest Owners to the néw 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.

6. SUCCESSOR UNIT OPERATOR: Whenever the Unit Operator shall tender his oF
its resignation as Unit Operator, or shall be removed a5 hereinabove provided,
the Working Interest Owners shall select a sSuccessor Unit Operator by a majority
of the Working Interests on the basis of unit participation, providéd no Unit -
Operator who has been removed may vote for self succession. Such selection shall
not bacome effective until (a) a Unit Operator so selected shall accept; in
writing, the duties and responsibilities of Unit Operator, and (b) the selection
shall have been approved by'the Commissioner. If no successor Unit Operdtor or
Unit Manager is selected and qualified as herein provided, the Commissioner, at
his election, may'declare this Unlt Agreement termlnated

7. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT° Costs and expenses
incurred by Unit Operator, in-éenduiling unit operations hereunder, shall be paid
apportioned among and borne by the Working Interest Owners in accordance with the
agreement or agreements entered into \separately or colleéctively) by and between
the Working Interest Owners. Such Unit Operating Agreement shall also provide the
manner in which the Working Intérést Owneérs shall be entitled to receive their
respective proportlonate and allocated share of the benefits aceruirig hereto in
conformity with their underlying operatirig agreements, leasés, or other independent
contracts and such other rights and obligations as between Unit Operator and the
Working Interest Owners as may be ggreed upon by the Unit Operator and the Working
Interest Owners; however, no such Unit Opeérating Agreement shall be deemed either
to. modify any of the terms and conditions of this Unit Agreement cor-to relieve the
Unit Operator of any right or obligation’ ‘established under this Unit Agreement,
and in case of any inconsistency or conflict between the Unit Agreement and the

“Unit- “perating Agréement, this Unit Agreement shall prevail. Two true copies of

any Unit Operating Agreement executed pursuant to this section shall be filed with
the Commissioner prlop to approvdl of this Agreement.

8. RIGHTS AND OBLIGATIONS OF UNIT.OPERATOR: Except as otherwise specifi-
cally 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, produscing, storing,; allocating, and distributing the Unitized

Substances, are hereby delegated to and shall be exercised by the Unit Operator

as herein provided.

£-4



Acceptable evidence of title to said rights shall be deposited with said Unit Opera-
tor, and together with this Agreement, shall constitute and define the rights,
privileges, and obligations of Unit Operator. Nothing hereln, however, shall be
construed to transfer title to any land or to any lease or’ operatlng agreement, it
being understood that under this Agreement, the Unit Operator, in its capacity as
Unit Operator, shall exercise the rights of possession and use vested in the parties
hereto only for the purposes herein specified.

9. PLAN OF OPERATIONS It is recognlzed and agreed, by the parties hereto,
that all of the land subject to this Agreement is reasonably proved to be productive
of Unitized Substances in paying quantities and that the object and purpose of this
Agreement is to formulate and to put into effect a secondary recovery project in
order to effect the greatest recovery of Unitized Substances, prevent waste, and B
conserve natural resourcés. 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 Commissioner, inject into the Unitized Formation, through any well

or wells completed therein, brine, water, air, gas, oil, and any one or more other
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 con-
servation methods. Subject to- like approval, the plan of Operatlons may be revised
as conditions may warrant. The initial plan of operation shall be filed with the
Commissioner 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 Commissioner may determine to be necessary for timely operation
consistent herewith. Reasonable diligence shall be exercised in complying w*th
the obligations of the approved plan of operation, .

10. TRACT PARTICIPATION .The primary and secondary Tract Particlpatlon of
each Tract are shown on Exhibit B. The primary Tract Participation shall be the
effective Tract Participations until 7:00 A.M. the first day of the month fbllow1ng
the time when the total. oil produced and saved from the Unitized Formation after
June 30, 1962 equals the total of the remaining primary oil attributable %o all
Tracts in the Unit Area as shown on Exhibit B, which, if all the Tracts shown on
Exhibit B qualify for inclusion in the Unit Area, amounts +b four hundred seventy-
geven thousand eight hundred seventy;one (h77,871) barrels. Thereatter, the second-~
ary Tract Participations shall be the effective Tract Partlclpations In the event
all or the Tracts shown on Exhibit B do not qualify for inclusion in the Unit Area,
the total amount of remaining primary oil to be produced from the Unitized Formation
before the secondary Tract Participations become effective shall be reduced by the
amount- of the remaining primery oil attributable to the Tracts that do not qualify
as shown on Exhibit B,

The primary and secondary Tract Participations shown in Exhibit B were
determined in accordance with the following formulas:

(a) Primary Participation Formula

Tract Oil Production for the six (6)
50% months prior to July, 1962

Sum of 01l Production:from all Tracts

in Unit Arez for the six months prior to July, 1962




(b)

plus -

Tract Remaining Primary Oil Production

50% Subsequent to June 30, 3963 7L
Sum of Remaining Primary 0il Production
from all Tracts in Unit Area

Secondary Participation Formula

Tract Ultimate Primary Oil Production
Sum of Ultimate Primary 0il Production from all Tracts

'If the Unit Area is enlarged or reducéd, the revised Tract Participaﬁidns
of the Tracts remaining in the Unit Area and which were within the Unit Area prior
to the enlargement or reduction shall remain in the same ratio one to another.

11. TRAGTS QUALIFIED FOR_UNIT PARTICIPATION: On and after the effective date

hereof and until the enlargement or reduction thereof, the Unit Area shall be
composed of the tracts listed in Exhibit "B" that corner or have a common boundary
(Tracts separated only by a public highway or railroad right of way shall be con-
sidered to have a common boundary), and that otherwise qualify as follows:

(a)

(b)

Each tract as to which Working Interest Owners owning one hundred}
per cent (100%) of the Working Interest in said tract have signed
or ratified this Agreement and the Unit Operating Agreement and
as to which Royalty Owners owning one hundred per cent (100%) of
the Royalty Interest in said t.ract have signed or ratified this
Agreement.; and

Fach tract as to which Working Interest Owners’ ownlng not less

than ninety-five per cent®(95%) of the Working Interest in said
tract have signed or ratified this Agreement and the Unit Operating
Agreement and as to which Royalty Owners owning not less than
seventy-five per cent (75%) of the Royalty Interest in said tract
have signed or ratified this Agreement, and in which the Working
Interest Ouwners in said tract who have signed or ratified this
Agreement and Unit Operating Agréement have agreéed to indemnify and
hold harmleéss all other parties hereto, in a manner satisfactory
to the Working Interest Owners qualified under (a), against any or-
~all elaims and demands that may be made by the nonjoining owners

of working or royalty interests on acééunt of the inclusion of such
tract in the Unit Area and the operatlon of the Unit Area on the
basis herein provided, and as to whichxelghty~f1ve per cent (85%)
of the Working Interest Owners qualifiid vnder (a), exclusive of
the Working Interest Owner submitting such tract, have approved’
the inclusion of 'such tract in the Unit Ares.

If, on the effective date of this Agreement, there is any tract or tracts
which have not been effectively committed to or made subject to this Agrecment by
qualifying as above provided, then such tract or tracts shall not be entitled to
participate hereunder. Unit Operator shall, when submitting this Agreement for
final approval by the Commissioner, file therewith a schedule of those tracts

b
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which have been committed and made subject to this Agreement and are entitled to
participate in the production from the Uni® Area hereunder. Said schedule shall

set forth opposite each such committed tract, the lease number, assignment number,
the owner of record and percentage participation of such tract which shall be comp-
uted according to the participation formula set out above. This schedule shall be-
come revised Exhibit "B" and upon approval thereof by the Commissioner, shall become
a part of this Agreement and shall govern the allocation of production of Unitized
Substances until a new schedule is filed and approved by the Commiss1oner.

12. ALLOCATION OF UNITIZED SUBSTANCES A1l Unitlzed Substances produced and
saved (less, save and except any part of such Unitized Substances used in conformity
with good operating practices within the Unit Area for drilling, operating, camp,
and other production or develomment purposes and for pressure maintenance or un-
avoidable loss) shall be apportioned among and allocated to the several tracts within
the Unit Area in accordance with the respective tract participation effective here-
under during the respective periods such Unitized Substances were produced, as set
forth in Exhibit "B". The amount of Unitized Substances so allocated to each tract,
and only that amount, regardless of whether it be more or less than the amount of
the actual production of Unitiyed 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 allocated 16 each tract shall be dlstributed among ,
or accounted for to the parties executing, consenting to, or ratifying this Agree-
ment entitled to share in the production from suck 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 trac¢ts, or ir‘the proceeds thereof, had this

Agreement not been entered into, and with the same legal force and effect.

‘NHothing herein contained shall be construed as retroactively affecting the
ownership of, or as requiring any retroactive adjustment for, production or oil :
or gas obtained prior to the effective date of this Agreement, or prior to the
effective date of the joinder of any tract, or the commitment of any interest hereto.

No tract committed to this Agreement and quaiified for participation as
above provided shall be subsequently excluded from participation hereunder on account
of the depletion of Unitized Substances.

If any Working Interest or Royalty Interest in any tract is or becomes
divided and owned in severalty as to different parts of the tract, the percentage
participation attributable to such interest, in the absence of recordable instru-
ment executed by the owners of the divided interest and furnished to the Unit Opera-
tor providing for a different division; shall be divided among the separate owners in
proportion to the surface acres of their respective parts of the tracts.

The Unitized Substances allocated to each tract. shall be delivered in kind
to the respective 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 thereto shall have the continuing right to receive such pred-
uction in kind at a common point within the Unit Area and to sell or dispose of the
same as it sees fit. Such party shall have the right to construct, maintain, and
vperate within the Unit Area all necessary facilities for that purpose, provided




the same are so constructed, maintained, and operated not to interfere with opera-
tions carried on pursuant hereto. Subject to Section 14 hereof, Royalty Settlement,
any extra expenditures incurred by Unit Operator by reason of the delivery in kind
of any portion of the Unitized Substances ¢hall be borne by the party receiving the
same in kind. In the event any party hereto shall fail to take or otherwise adequ-
ately dispose of its proportionate share of the Unitized Substances from the Unit
Area currently as and when produced, then so long and only so.long, as such condi-
tions continue, Unit Operator, for the account and at the expense of such party in
order to avoid curtailing the operation of the Unit Area, may sell or itself purch-
ase such production on a ‘day~to-day basi.s 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 the same. The proceeds, if any, of the Unit-
ized Substances so disposed of by Unit ‘Operator, shall be paid to the party entit-
led thereto; notwithstanding the foregoing Unit Operator shall not make a sale into
interstate commerce of any other party's share of gas production without first
giving such other party sixty (60) days' notice of such intended sale.

Ary party receiving in k1nd or separately dlSpOSlng of all or-any part
of the Unitized Substances allocated to any tract, or receiving the proceeds there-
“from if the same is sold or purchased by Unit Operator, shall be responsible for
the payment of all royaltles, overriding royalties, oil payments, net profit con.-
tracts, and all payments out of or burdens on the lease or leases and tracts cont-
ributed by it and received-into the Unit Area and each such party shall hold each
other party hereto harmless against all claims, demands, and causes of action for
such royalties, overriding royalties, oil payments, net profit contracts, and
other payments out of or burdens on the lease or leases and tracts contributed by
it to the Unit Area.

If, after the effective date of this Agreement, there is any tract or.
tracts that are subsequently:committed hereto, as above provided in Section 3,
~ Unit Area and Participation, or any tract or tracts within the Unit Area not
effectively committed hereto as of the effective date hereof but which are sub-
sequently committed hereto under the provisions of Section 29, Nonjoinder and
Subsequent Joinder, or if any tract is excluded from the:Unit Area as provided
for in Section 28, Loss of Title, the schedule of participation as shown in
Ekhibit "B shall be revised by the Working Interest Owners to show the new per-
centage partlgipation of all of the then effectively committed tracts and the
revised Exhibit "B", upon approval by the Commissioner under Section 28, Loss of
Title, and Section 29, Nonjoinder and Subsequent Joinder, and upon appllcatlon by
the Commissioner under Section 2, Unit Area and Participation, shall govern the
~ allocation of Unitized Substances from and after the eéffective date thereof until
a new schedule is so approved.

13. ROYALTY SETTLEMENT: The State of New Mexico and all Royalty Owners who,
under existing contract, are entitled to take in kind a share of the substances
now unitized hereunder produced from any tract, shall hereafter be entitled to
the right to take in kind their share of the Unitized Substances allocated to
such tract, and Unit Operator 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, division orders, laws, and
regulations, on or before the last day of each month for Unitlzed Substances prod-
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uced during the preceding calendar month; provided, however, that nothing herein
contained shall operate to relieve the lessees of any land from their respective
lease obligations -for the payment of any royalties due under their leases, except
that such royalties shall be computed in accordance with the #@rms of this Unit
Agreement. -

If gas obtained from lands or formations not subject to’ ‘this agreexent.
is introduced into the Unitized Land for use in pressure maintenance, stimulation
of production, or increasing ultimate recovery, which shall be in conformity with
- a plan first approved by the Commissioner, a like amount of gas less appropriate
deductions for-loss from any ‘éause may be withdrawn from the formation into which
the gas was introduced, royalty free as to dry gas, but not as to.the products
i extracted therefrom; provided that such withdrawal shall be pursuant to such
I conditions and formulas as may be prescribed or approved by the Commissioner as
! conforming to good pet¥oleum engineering practice; and, provided further that
such right of withdrawal shall terminate on the termination of this agreement.

If liquefied petroleum gases obtained from lands or formations not
subaect to this agreement be injected into the Unitized Land for the purpose
of increasing ultimate recovery, which shall be in conformance with a plan first
approved by the Commissioner, part or all of such liquefied petrolenm gases, may
be withdrawn royalty free pursuant to such conditions and formulas as may be pres-
cribed or approved by the Conmissioner?

All royalties due the State of New Mexico and the other Royalty Owners
hereunder shall be computed and paid on the basis of all Unitized Substances allo~
. cated to the respsctive tract or, tracts committed hereto, in 11eu of actual prod-
uction from such tract or trac'of

Each Royalty Owner (other than the State of New Mexico) that executes
this Agreement, represents and warrants that it is the owner of a Royalty Intereést
in a tract or tracts within the Unit Area as its interest appedrs in Exhibit "BY,
attached hereto. If any Royalty Interest in a tract or tracts should be lost by
Do title failure in whole or in part, during the term of this Agreement, then the

Royalty Interest of the party Trepresenting himself to be the owner thereof shall

be reduced proportionately and the interest of all parties shall be adjusted ac-

cordingly.

14. OIL IN 1EASE TANKS 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 above the pipe line connection, in such
. tanks as of 7:00 o'clock a.m. on the effective date hereof. A1l such oil which
‘ has been produced legally shall bé and remain the: property of the Working Interest

' Ovners entitled thereto the same as if the Unit had not been formed; and such Work-
ing Interest Owners shall promptly remove said oil from the Unit Area. Any such
0il not so removed shall be sold by 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 othnr contracts.

15. REPORTS: Unit Operator shall furnish the Commissioner, monthly, 1njectlon
and production reports for each well in the Unit Area, as well as periodical reports
of the develomment and operation of the Unit Area.

- 11 -~




16, RENTAL SETTLEMENT: Rentals or minimum royalties due on leases committed -
hereto shall be paid by Working Interest Owners responsible therefor under exist-
ing contracts, laws, and regulations provided that nothing herein contained shall
operate to relieve the lessees of any land from their respective lease obligations -
for the payment of any rental or minimun royalty in lieu thereof due under their
leases. Rental for lands of the State of New Mexico, subject to this Agreement,
shall be paid at the rate specified in the respective leases from the State of
New Mexico.

17. CONSERVATION: Operations hereunder and production of Unitized Sub-
stances shall be conducted to provide for the most economical and efficient
recovery of -said substances without waste, as defined by or pursuant to State
Laws or regulations.

, lé. DRAINAGE: The Unit Operator shall take appropriate and adequate measures
to prevent drainage of Unitized Substances from Unitized Formation by wells on land
" not subject to this Agreement.

19. LEASES AND CONTRACTS ‘CONFORMED AND EXTENDED: The terms, conditions, and
provisions of all leases, subleases, Unit Agreements and other contracts relating
to exploration, drilling, develoyment, or operation for oil or gas of lands comm- -
itted 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 re-
main in full force and effect, and the parties hereto hereby consent. that “the
Commissioner shall, and by his approval hereof, or by the approval. hereof by hlsduly
authorized: reoresentatlve, ‘does hereby establish, alter, change, or revoke the drill-
5 ing, producing, rental, minimum royalty, or royalty requirements of State leases
! committed hereto and the regulations in respect thereto to conform said require-
] : ments to the provisions of this Agreement. Without limitlﬁg the generality of
the foregoing, all leases, subleases, and contracts are particularly modified in
accordance with the following:

(a) . The development and operdtion of lands subject to this Agreement
under the terms hereof shall be deemed full performance of all
obligations for development and operation %ith respect. to each
“and every part or separately owned tract subject to this Agree-
ment, regardless of whether there is any development of any part-
icular part or tract of the Unit Area, notwithstanding anything
to the contrary in any lease, operating agreement, or other con~
tract by and between the parties hereto, or their respective pre-
decessors in interest, or any of them. '

(v) Drilling, producing, or secondary recovery operations performed
hereunder upon any tract of unitized land will be accepted and
deemed to be performed upon and for the benefit of each and every

- tract of unitized land, and no lease shall be deemed to expire
by reason of failure to drill or produce wells situated on land
theréin embraced.

! (¢) Suspension of drilling or producing operations on all unitized
lands pursuant to direction or consent of the Commissioner, or
i his duly authorized representative, shall be deemed to consti-




(d)

(e)

(£)

(g)

tute such suspensior pursuant tc suck direction or consent as to
each and every tract of uniti.ed lands.

Each lease, sublease, Unit Agreement, 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
therein, so that it shall be continued in full force and effect
for and during the term of this Agreement.

Termination of this Agreement shall not affect any lease which,
pursuant to the terms thereof or any applicable laws, shall con-
tinue in force and effect thereafter.

Any lease embracing lands of the State of New Mexico, which is
made subject to this Agreement, shall continue in force beyond
the term provided therein as to the lands committed hereto until
the termination hereof.

Any lease embracing lands of thg.State of New Mexico having only
a portion of its lands committed hereto, shall be segregated as
to the land committed and as to the land not committed and the
terms of such leases shall apply separately as to such segregated
portions commencing as of the effective date hereof. "Provided,

‘however, that notwithstanding any of the provisions of this Agree—

ment to the contrary, such lease shall continue in full force and
effect beyond the term provided therein as to all lands embraced
in such lease if 0ll or gas is, or has heretofore been, discovered
in paying quantities on some part of the lands embraced in such
lease committed to this Agreement, or, so long as a portion of the
Unitized Substances produced from the Unit Area is, under the terms
of this Agreement, allocated to the portion of the lands covered
by such lease committed to this Agreement, or, at any time during
the term hereof, as to any lease that is then valid and subsisting
and upon which the lessee or the Unit Operator is then engaged in
bona fide drilling, reworking, or secondary recovery operations on
any part of the lands embraced in such lease, then the same as to
all lands embraced therein shall remain in full force and effect
so long.as such operations are diligently prosecuted, and if they
result in the production of 0il or gas, said lease shall continue
in full force and effect as to all of the lands embraced therein,

80 long thereafter as oil or gas in paying quantities is being

produced from any portion of said laids.

20. MATHEMATICAL ERRORS: It fg‘hereby'agreed by all parties %o this Agreement

that Unit Operator shall be empowered to correct any mathematical ers-vs which
might exdist in the pertinent exhibits to this Agreement upon approval of the Comm-

issioner.-

21. GOVENANTS RUN WITH LAND: The'égvenants herein shall be construed to be

covenants running with the land with respect to the interest of the parties here-
to and their successors in interest until this Agreement terminates and any grant,
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transfer, or conveyance of interest in land or leases subject hereto shall be and
hereby is conditioned upon the assumption of all prlvileges and obligations here-
under by the grantee, transferee, or other successor in interest. No assignment
or transfer of any Working Interest subject hereto shall be binding upon Unit Opera- -
tor until the first day of the calendar month after Unit Operator is furnished with

the original, photostatic, or certified copy of the instrument of transfer; and no
assignment or transfer of any Royalty Interest subjéct thereto shall be binding

upon the Working Interest Owner responsible therefor until the first day of the

calendar month after said Working Interest Owner is furnished with the original,
photostatic, or certified copy of the instrument of transfer.

22, FBFFECTIVE DATE AND TERM: This Agreement shall become binding upon each
party who executes or ratifies it as of the date of execution or ratification by
such party and shall become effective as of 7:00 o'clock a.m. on the first day of
the calendar month next following:

(a) The execution or ratification of this Agreement and the Unit
Operating Agreement by Working Interest Owners o.‘ing a com-
bined unit participation of at least wighty-five per cent (85%),
and the execution or ratificatlion of this Agreement by Royalty
Owners owning a combined interest of at least seventy-five per
cent (75%) of the Royalty Interest in the lands described in
Section 3 of this Agreement;

(b) The approval of this Agreement by the Commissioner and the
Comm1851on,

(¢) The filing of at least one counterpart of this Agreement for
the record in the Records of Lea County, New Mexico, by Unit-
Operator; and provided further, that if (a), (b), and (c) are
not sccomplished on or before January 1, 1965, this Agreement
shall ipso facto-terminate on said date (hereinafter called
tTermination date") and thereafter be of no further force or
effect, unless prior thereto this Agreement has been executed
‘or ratified by Working Interest Owners owning.a combined unit
participation of at least ninety per cent (90%), and Working

- Interest Owners owning & combined unit participation of at
least ninety per cent (90%) committed to this Agreement have
decided -to extend said termination date for a period not to
sxceed six (6) months. If said termination date is so ex-
tended and (a), (b), and (c) are not accomplished on or before
said extended termination date, this Agreement shall ipso facto
terminate on said extended termination date and thereafter be
of no further force or effect. For the purpose of this section,
ownership shall be computed on the basis of unit participation.
Unit Operator shall, within thirty (30) days after the effective
date of this Agreement, fils for the record in the office or
offices where a counterpart of this Agreement is recorded, a
certificate to the effect that this Agreement has become ef—
fective according to its terms and stating further the effective
date.
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The term of this Agreement shall be for and during the time that Unit-
ized Substances are produced in paying quantities from the Unit Area and as long
thereafter as drilling, reworking, or other operations (including secondary re-

covery) are prosecuted thereon without cessation of more than ninety (90) con-

secutive days, unless sooner terminated by Working Interest Owners in the manner
hereinafter provided. This Agreement may be terminated by Working Interest Owners
of ninety per cent (90%) unit participation whenever such Working Interest Cwners
determine that unit operations are no longer profitable, feasible, or in the in-
terest of conservation, with the approval of the Commission and the Commissioner.
Notice of any such approval to be given by Unit Operator to all parties hereto.

Upon termination of this Agreement, the further developnent and operation
of the Unit Ares as a unit shall be abandoned, unit operations shall cease, and
thereafter the parties hereto shall be governed by the terms and provisions of
the leases and contracts affecting the separate tracts just as if this Agreement
had never been entered into.

If not otherwise covered by the leases unitized under this Agreement,
Royalty Owners hereby grant Working Interest Owners a period of three %3) months
after tevmination of this Agreement in which to salvage, sell, distribute, or
otherwise dispose of the personal property and facilities used in connection with
unit operations.

23. RATE OF PRODUCTION: All production and the disposal thereof shall be in
conformity with allocations and quotas made or fixed by the Commission and in con-
formity with all applicable laws and lawful regulations.

24. APPEARANCES: Unit Operator shall, after notice to the other parties
affected, have the right to appear for or on behalf of any and all interests
affected hereby before the Commissioner of Public Lands, and the New Mexico 0il
Conservation Commission, and to appeal from order issued under the regulstions
of said Comnissioner, or Commission, or to apply for relief from any of said
regulations or in any proceedings relative to operations before the said Commils-
sioner, or Commission, or any other legally constituted authority, provided,
however, that any other interested party shall also have the rlght, at his own
vxpense; to be heard in any such proceedings.

25, NOTICES: All notices, demands, or statements required hereunder to be
given or rendered to the parties hereto shall be deemed fully given, 'if given in
writing and personally delivered to the party or sent by postpaid registered mail,
addressed to such party or parties at their respective addresses set forth in con-

- nection with the signatures hereto, or the ratification or consent hereof or to

such other address as any such party may have furnished in writing to party sending
the notice, demand, or statement.

26. NO WAIVER OF GERTAIN RIGHTS Nothing contained in. thls Agreement shall

be construed as a waiver by any party hereto of the right to assert any ‘legal cor
constitutional right or defense as to the validity or invalidity of any law of
the State wherein said unitized lands are located, or of the United States, or
regulations issued thereunder in any way affecting such party, or as a waiver by
any such party of any right beyond his or its authority to ‘waive.




27. UNAVOIDABLE DELAY: All obligations under this Agreement requiring the

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

ized Substances from any of the lands covered by this Agreement shall be suspended

while, but only so long as the Unit Operator, despite the exercise of due care and =
diligence is prevented from complying with such obligations, in whole or in part, o
by strikes, acts of God, Federal, State, or minicipal law or agencies, unavoidable
accident, uncontrollable delays in transportation, inability to obtain necessary oo
materials in open market, ‘or other matters beyond thé reasonable control of the

Unit Operator whether similar to matters herein enumerated or not.

28. LOSS OF TITLE: In the event title to any tract of unitized land shall
fail in whole or in part and the true owner cannot be induced to join this Unit
Agreement, such tract shall be automatically regarded as not committed héreto
and there shall be such readjustment of future costs and benefits as may be re- -
ouired on account of the loss of such title. In the event of a dispute as to
title as to any Royalty, Working Interest or othef interests subject thereto,
payment or delivery on account thereof may be withheld without liability for -
interest until the dispute is finally settled; provided that as to State Land

or leases, no payments of funds due the State ’of New Mexico should be withheld,
vut ‘such funds shall be deposited as directed by the Commissioner of Public Lands
of the State of New Mexico, 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 &s such is relieved from any respdnsibility for any defect
or failure of any title hereunder.

29. NONJOINDER AND SUBSEQUENT JOINDER: If the owner of any substantial
interest in a tract within the Unit Area fails or refuses to subscribe or con-.
sent in writing to this Agreement the Working Interest Owner in that tract who
has executed or ratified this Agreement may withdraw said tract from this Agree-
ment by written notice.to the Unit Operator, or such tract may be included in the
Unit Area if the same can be and is qualified as provided in Section 11 hereof,
—Tracts Quullfied for Unit Participation. Such withdrawal as above provided, shall
without further action, also operate to withdraw all Royalty Interest in such tract
or tracts theretofore committed hereto. Joinder in the Unit Agreement by a Woik-
ing ‘Interest Owner, at any time, must be accompanied by . appropriate joinder to the
Unit Operating Agreement in order for the interest to'be regarded as effectively
committed to this Unit Agreement. .

Any o0il or gas interest in the Unitized Formation in lands w1thin the
Unit Area not committed hereto prior to submission of this Agieement to the Com-~
missioner for final approval, may thereafter be committed hereto upon compliance
with the appllcable provisions of Section 11 hereof, at any time up to the ef-
fective dats hereof and for a period of 8ix (6) months thereafter, on the same
basis of participatlon as provided for in Section 11 by the owner or owners there-
of subscribing 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. e

It is understood and agreed, however, that after six (6) months from the
effective date heres>f, the right of subsequent joinder as provided in this section
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shall be subject to such requirements or approvals and on such basis as may be
agreed upon by ninety per cent (90%) of the Working Interest Owners. Such joinder
by a Royalty Owner must be evidenced by his execution or ratification of this Unit
Agreement and must be consented to in writing by the Working Interest Owner respons-

. ible for the payment of any benefits that may accrue hereunder in behalf of such

Royelty Owner. Except as may otherwise herein be provided, subsequent joinder to
this Agreement shall be affective at 7:00 o'clock a.m. as of the first day of “ae
month following the filing with the .Commission and the Commissioner of duly executed
counterparts of all or any papers necessary to establish effective commltment of
any tract to this Agreement and approved by the Commissioner.

30. COUNTERPARTS: This Agreement may be executed in any number of counter-
parts, no one of which needs to be executed by all parties or may be ratified or
consented to by separate instrument in writing specifically referring hereto and
shall be binding upon all those parties who have executed such a counterpart,
ratification, 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 interest in the lands within the above-
described Unit Area.

31. TAXES Each party hereto shall, for its own account, render and pay
its:share of an any taxes levied against or measured by the amount or value of the

‘Unitized Substances produced from the Unit Area; provided, however, that if it

is required or if it be dstermined that the Unit Operator or the several Working
Interest Owners must pay or advance sald 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 the Unitized Substances. No such taxes shall be charged to the State ol New
Mexico or to any lessor who has a contract with his lessee which requires the
lessee to pay such taxes.

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

WORKING INTEREST OWNERS
Attest, if a Corporation or

Nﬁﬁe Date Signed Witness, if an Individual
PHILLIPS PETROLEUM COMPANY ATTEST:
By _ - _— By - |
c Vice President - ’ o " Assistant seefetary' o
Address
INDIVIDUAL | WITNESS:

Address
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STATE OF ) . : ‘
) ss CORPORATION ACKNOWLEDGEMENT
COUNTY OF )
On this day of » 1964, before me appeared
, Lo me personally known, who being by me duly
sworn, did say that he is the ___of _

s & corporatlon, and that the seal affixed

to said instrument is the corporate seal of said corporation, and that said instru-
ment was signed and sealed in behalf of said corporatlon by authority of its Board
of Directors, &and said '__Nv.acknowledoed said instru-
ment to be the free act and deed of said coryoraf or

Given under my hand and seal of office this _ day of s
1964,. -
My Commission Expires: - ‘ Notary Public in and for said
: County and State
STATE OF )} _
o ) ss- INDIVIDUAL ACYMOWTEDGEMENT
COUNTY OF )
The foregoing instrument was acknowledged before me this day
My Commission Expires: Notary Public in and for said
County and State
STATE OF ) o : ,
: ) ss . JOINT ACKNOALEDGEMENT
COUNTY OF ) (Husband and Wife)
- The foregoing instrument was acanW1euged ore me this ‘ day
of , 1964, by and s
his wife.
My Commission Expires: Notary Public in and for said

County and State
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: CERTIFICATE OF APPROVAL
BY COMMISSIONER OF PUBLIC LANDS, STATE OF NEW MEXICO,
OF UNIT AGREEMENT FOR DEVELOPMENT AND OPERATION OF THL
RANGER LAKE UNIT AREA, LEA COUNTY. NEW MEXICO

There has bteen presented to the undersigned Commlssioner of Public Lands of
the State of New Mexico for examination, an agreement for the development and
operation of the Ranger Lake Unit Area, Lea County, New Mexico, dated March 1,

- 1964, in which Piillips Petroleun Company is designated as Operator, and which nas

been executed by various parties owning and holding oil and gas leases embracing
lands within the Unit Area and upon examination of said Agreement, the Commissioner
finds:

(a) That such agreement will tend to promote conservation éf oil and
gas and the better utilization of reservoir‘energy in said field;

(b) That under the operations proposed, the State will receive its
fair share of the recoverable oil or gas in place under its land
in the area affected;

(c¢) That the agreement is in other respects for the best interests of
the State;

{d) That the agreement provides for the Unit operation of the field,
for allocation of production and sharing of proceeds from the
area covered by the agreement in accordance with a formula of the
participation as specified in the agreément regardless of the
particular tract from which production is obtained or proceeds
are derived and for repressuring or secondary recovery operations.

NOW, THEREFORE, by virtue cf the authority conferred upon me by virtue of the
laws of the State of New Mexico, I, the undersigned Commissiorier of Public Lands of
the State of New Mexico, for the purpose of more properly conserving the oil and gas
resources of the State, do hereby consent to and approve the above referred tc Panoer
Lake Unit Agreement as to the lands of the State of New Mexico committec hereto, and
all oil and gas leases embracing lands of the State of New Mexico committed to said
agreement shall be and the same are hereby amended so that the provisions thereof
will conform to the provisions of said Unit Agreement and so that the length of the
secondary term of each such lease ns to the lands within the Unit Area will be ex-
tended, insofar as is necessary, to coincide with the terms of said Unit Agreement

~and in the event the term of sald Unit Agreement shall be extended as provided there-~

such extension shall also be effective to extend the term of each oil and gas
léase embracing lands of the State of New Mexico committed to said Unit Agreement
wiich would otherwise expire, go as to coincide with the extended term of such Unit

Agreement.

-IN WITNESS WHEREOF, this Certificate of Approval is executed as of this
day of , 1964.

Commissioner of Public Lands of the
State of New Mexico
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Lease Xare

State *I°

¥. Ranger Unit

W. Barger Unit

State

Bmber Eew Kexico

Descrirtion of land dcres State lease Mo. Basic Bovalty
(a1l in Twp. 125-334%,

Lea County, Bew Pexico)
Ef2 ST/L See. W ac £-1027 10-10-456 12 ME

State of L7

Wifh Sec. B 10 E2T93-1 T-12-49 12 Y&

if4 See. 23 and 10 9718 1-17-% State of K.N.
¥/2 Naf4 Sec. 2 80 E9718  1-17-%6
A1} of Sec. 26 [ E-906 5-2 56
W2 AL Sec. 25 . 80 E-)3-1 £-2 55
5/2 W[4 Sec. 25 &0 .. E-1233-4 5-2 56 .

w. Unit Agreewent dsted March 15, 1¥56, apgeoved Uy ¥.¥. Commissioger
/2 Sec. 23 3 0741 10-3045 12 M
. - State of N.M.

E/2 Sfb Sec. 22 ]

E-100-L  4-21-5% 12 Yz
-6% State of K.,

EIMIBIT 8 TO UNIT AGREEMENT
MGER LAKE 0X1T
LEA COWRITY, NBN MEXICD |

Lassee of Record Overriding Royalty Owners arl Anount

i
in

-
Vicker: Pet. 0z, 2lee Cil & S2s Co. 150820

K. C. Dragisic, Trustee t‘.JS.S’AJ
Caswail 5. Eeal
Prillips Pet. €o. Eva 5. keal Est. V43175
Frillips Pet. Co.
Fai}lips Pet. Co. Thos. Wiley Neal [II 0. 14591
Zalph Kix
Ik Ralgd. ix u.8733

Ra tdx

of Public Lenids Faz 2, 1956
Virckers Pet. Co. Joon 5. Werte, J. A. Vickers

Helen ¥ickers Sgrirger &

Geo. Stailwits, Trustess of

the J.i. Vickers Test. Trusts

& varfoas Vickers Ir. Estates 10.73750

Zra 5. Kesl Est. £.43175

Thos.Wiley Beal I11 ©o2L392

Aalph Kix C.2733
Azerican Tradirg & Fons

Prod. Corp.
Cabot €arton Co.

Workine Inte

% Cwrers ard Ascurt

Sreal Western Irililing So.
Algorquin Investrert Co.
E. T. Arderson

J. Walter Duncar, Jr.

¥incent J. Duncan
T.-Duncan

G. Filxer Lanvibecic

Hater 5. Yarston

v M. E. Kurphey

Joseph I. O'Neill, Jr.
Est. of Edward L. Shea

- Pster L. Shea

Total

Pnillips Pet. Co. -Oper.
Texas Pacific Gil Co.
a Div, of Jos. E.
Seagrac, & Sons, Inc.
To

Frillips Pet. Co. ~{per.
Texas Pacific 0i2 €o. .
a Div, of Jos. E. %
Seagrac & Soas, Inc. -
Total

An, Tr- & Prod. Corp—Cp.
Cabtot Carbon Co.
Total

550000
2,0(000
G.80000
1.00000

57.89474

4210526
200, Q000

50,00
o OIS
0.0

6-30-£2
Tract Particiraticns Bbls. of N
in Uit Rezainirg k
Prinary Sasondary frimary 041
Qa33wd KX %1 2,912
[eMeire] 0.00454
©.00567 0.00352 5
0.00708 0.00454
C.01794 0.0115¢
0.0555% 0.03565
0.01550 0.01058
G.0285% ©0.01834
0.02608 0.01572 .
0.01415 0.(0%08
000708 0.00454
U8 Q00454
0.12675 0.03128
0.52%652 0.01050 ©
.07 0.a15)
0.76315 C.45410 3
23.61917 2.33323 1¥2,790
1772 :}

10.796T5 35. 0740
F.66651 13.441042 55,550
_7.0301% 2977558
16.6%670 3.21%0 :

[ U020 ]

[4] G.02970

[ G.05540
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Tract

e Kame Description of Land
State "24* W2 SW/L Sec. 2
State "XV MEfL Sec. 27
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State of Kew Mexdico
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State of W.M. "iZ* Ef2 Sec. 34
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Ef2 NefL Sec. 34
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Kew Fexico
State Lease to.

E-2367 1-20-59

E-2576 4-27-49
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E-2956 L-19-55

E-7554 1n-17-53
Assigned  7-15-54
Approved by N.K.
Cotm. 7-26-54
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12 %
; State of E.M.

L VE
State of
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State of N.M.

12

2 VX
State of K.M.
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State of N.X.
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State of X.M.

EXHIBIT B - Page 2

lessee of Record

Overridine foralty Owners ard faoumt

Gordon M. Cone

Cetty Oid Co. &
Mission Corp.

Jd. C. Barnes (11 Co.
Humble Oil & Ref. Co.

Ralph Nix

tanolind 0il & Gas
€o. -now Fan Rmericzn
Pet. Corp.

H. C. Hood

Nona

Yone

Hamble 0il & Ref. Co.

Halph Nix & wife,

Francis Kix

Luce

tooe

12.50000

546875

Yorking Interest Owners and Amount

Gorden M. ‘wone, Oper. 12,5000
50.00000

Carvon J. Stafford
. Total

Getty il (Tidesater-Opar.) 50.00UU

Mission Corp. 5600600
Total ULV TYS)
Barnes, (per. 14.06250

, Ir. 14.0625G
Pameland 14.06250
Wynn 14.06250

Boward P. Bolmes 12,5000

Freeport 0il Co. 25.00000

Cso. Stillwagon 3.12500

Geo. Stillwagon Trust o

tal 100, 00000

Yexaco Inc. . 50,0000

Sunray DX Oil Co. X
Total 100,70000

Pan Awerican Pet.Corp-Oper. JOU.O0UU00
Total 100.00000

Azerada Pet Corp. -Oper.  J00.00K0
Total 100.00000

Tract Participsticns
in

Onig
Primary Seconddry
0.08625 0.35652
0.34500 1.42610
0.17250 0.71306
0.04313 0.17826
0.02156 0.05913
0.02156 (1)
0.69000 2.85220
2.40020 2.5011s
_2.40020 _2.5005.
5. 80040 5.80200
0.37127 0.66348
0.3717 0.66348
0.37127 0.66348
0.37127 0.66348 -
©.33002 0.58976
0.65005 1.17952
0.08250 ©C. L4745
0,082Q 0, 14745
2.6015 %.71830
3.29002 1.83675
g.gggz 1.8
.« S80CS 3.671350
19.1920 7.
19.21920 17.41510

:
% ()
.O
v

100.00000

e S st

& romomoes

6-30-52
Bbls. of

3,022

29,630

71,568

42,856

477,871
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UNIT OPERATING AGREEMENT

RANGER LAKE UNIT

LEA_COUNTY, NEW MEXICO

THIS'AGREEMENT, entered into as of the lst day of March, 1964, by the
parties who have signed the original of this instrument, a counterpart there-
of, or other instrument agreeing to be bound by the provisions hereof;

WITNESSETH:

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

NOW, THEREFORE, In consideration of the mutual agreements herein set forth,
it is agreed das follows:

ARTICIE 1
CONFIRMATION OF UNIT AGREEMENT

.. 1.1 Confirmation of Unit Agreement. The Unit Agreement is hereby con-
firmed and by reference made a part of this agreement. The definitions in the
Unit Agreement are adopted for all purposes of this agresment. If there is any
confllct between the Unit Agreement and this agreement, the Unit Agreement shall

{

ARTICLE 2
EXHIBITS
2.1 Exhibits. The following exhibits are incorporated hérein by reference:
2.1.1 Exhibiis A and B of the Unit Agreement.

2,1.2 Exhibit C, attached hereto, which is a’ ‘schedule showing the
Working Interest of each Working Interest Owner in each: Tract, the percent-
age of total Unit Participation attributable to each such interest, and the
total Unit Participation of each Working Interest Owner. Exhibit C,\or a
revision thereof, shall not be conclusive as to the information therein,
except it may be used as showing the Unit Participations of the Working
Interest Owners for purposes of this agreement until shown to be in error
or is revised as herein authorized.




2.1.3 Exhibit D, attached hereto, which is the Accounting Procedure
applicable to Unit Operations. If there is any confliot between this agree-
ment and Exhibit D, this agreement shall govern.

2.2 Revision of Exhibits. Whenever Exhibits A and B are revised, Exhibit
C shall be revised accordingly and be effective as of the same date. Unit Operator
shall also revise Exhibit C from time to time as required to conform to changes in
ownership of which Unit Operator has been notified as provided in the Unit Agree-
ment.

ARTICLE 3
SUPERVISION OF OPERATIONS BY WORKING INTFREST OWNERS

3.1 Overall Supervision. Working Interest Owners shall exercise overall . =

supervision and control of all matters pertaining to Unit Operations pursuant to
this agreement and the Unlt Agreement. In the exercise of such authority, each
Working Interest Owner shal) ant sclely *n its own behalf in the capacity cf an indi»
vidual owner and not on behalt of the owners as an entirety.

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

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

. 3.2.2 Drilli ng of Wells. The drilling of any well whether for
production of Unitized Substances, for use as an injection well or for
other purposes related to unit operations.

3.2.3 Well Recompletion and Change of Status.-The recompletidn,
abandonment.,, or change of status of any well, or the use of any well for
injection or other purposes.

S 3.2.4 E;penditures. The making of any single expenditure in excess
*of Fifteen Thousand Dollars ($15,000), provided that, approval by Wbrking
Interest Owners of the drilling, rewdrking, deepening, or plugging back of
any well shall include approval of all necessary expenditures required there-
for, and for completirg, testing, and equipping the same, 1ncluding necessary
flow lines; separators, and lezse tankage.

3,2.5 Disgposition 6f Unit Equipment. The- seliing or otherwise dis-
posing of any major item of surplus Unit Equipment, if the current list price
of new equipment similar thereto is Two Thousand Five Hundred Doilars ($2,500)
or more.

3.2.6 Appearance Before a Court or Regulatory Agency. The desig-
nating of a representativé to appear before any court or regulatory agency
in matters pertaining to Unit Operations; provided that, such designation




shall not prevent any Working Interést Owner from appearing in person at its
own expense or from designating anolher representative in its own behalf.

3.2.7 Audits. The auditing of the accounts of Unit Operator pertain-
ing to Unit Operations hereunder; provided that, the audits shall

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

(b) be made at the expense of all Working Interest Owners
other than the Working Interest Owner designated as
Unit Operator unless such audit is conducted at the
specific instance and request of the Unit Operator,
in vwhich latter event the same shall be made at the
expense of all Working Interest Owners including Work-
ing Interest Owner designated as Unit Operator, and

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

‘ 3.2.8 Inventories The taking of perlodlc inventories under the
tarms of Exhibit D .

3.2.9 Technical Services. The authorizing of charges to the joint
zaccount for services by consultants or Unit Operator's technical personnel
nob coversd by the overhead charges provided by Exhibit D.

3.2.10 Assignment to Committees. The appointment of committees to
study any problems in connection s3i%h Unit Operations.

3;2.11 The removal of Unit Operatgr and the selection of a successor.

3.2.12 The enlargement of-thé Unit- Area.

3.2.13 The adjustment and read3ustment of investments.

3.2.14 The termination of the Unit Agreement.

| ARTICLE 4
MANNER OF EXERCISING SUPERVISION ‘

o4 Designatlon of Representatives. Each Working Interest Owner shall in
.writing inform Unit Operator of the names and addresses of the representative and
alternate wno are authorized to represent and bind such Working Interest Owner

with respect to Unit Operations. The representative or alternate may be changed
from time to time by written notice to Unit Operator.

4.2 Méetigg . All meetings of Working Interest Owners shall be called by
Unit Operator upon its own motion or at the request of one or more Working Interest
Owners having a total Unit Secondary Participation of not less than ten per cent
(10%). No meeting shall be called on less than fourteen (1) days' advance written




notice, with agenda for the mesting attached. “Working Interest Owners who attend
the meeting shall not be prevented from amending items inolided in the sgenda or
from deciding the amended item or othér items presented at the meeting. The rspre-
sentative of Unit Operator shall be ghairman of each meeting. :

L.3 Votiqg,Procedure. Working Interest Owners shall declde all mattexrs
coming before them as follows:

4.3.1 Voting Intersst. Fach Working Intersst Owner shall have &
voting interest equal to its Unit Sécondary Partioipation.

L4.3:.2 Vote Reguired Geng;gll*. Utiless otherwise provided herein
or in the Unit Agreement, all méiters shall be decided by an affirmative
vote of sixty per cent (60%) or more votitig interest; provided that, ahould
any one Working Interest Owner have more than forty per csnt (ao%) voting
interest, its vote must be supported by the vote of two or more Woerking

%nterest Owners having a combined votirng interest of at least ten per cent
- (10%)

L.3.3 Vote at Meeting by Nonatténding:Working Interest Owner. Any
Working Interest Owner who is not represented at a meeting may vote by leéetter
 or telegram addressed to the ‘Paprésentative of the Unit Cperator if its vote
.is received prior to the vots on the item. Such vote shall not be counted
with respect to any itém on the agefida which is amended at the meeting.

4.3.4 Poll Votes. Working Interest Owners may vote on- and decido,
by letter or telegram, any matter submitted in writing to Working Interast

. .Owners, if no meéting is requested, as provided in Section 4.2, within s&ven
(7) days after the proposal is sent to Working Interest Owners. Unit Operator
will give prompt notice of the results of the voting to &1l Working Interest

Owners.
ARTICLE 5
INDIVIDUAL RIGHTS OF WOﬁKING INTEREST OWNERS
5.1 Reservation of Rightb ‘Working Interest Ow:iers severally reserve,to

‘themselves all their rights, sxospt as othérwise provided in this agreement aﬂd
the Unit Agreement.

5.2 - "Specific Rights. Each Working Interest Ownér shall have, among othera;*»~
the following specific rights:

5.2.1 Access to Unit Area. Access to the Unit Area at all reagsonable

times to inspect Unit Operations, all wells, and the records and data périain=
ing thereto.

5.2.2 Heports. The right to receive from Unit Operator, upon written
request, coples of all reports to afiy governmental agercy, reports of ¢ide
oil runs and stocks, inventory reports, dnd all othér information vertaining
to Unit Operations. The cost of gathering and furnishing information nét
ordinarily furnished by Unit Operator to all Workiiig Interest Owners shall



be charged to the Working Interest Owner who requests the information.

ARTICIE 6
UNIT OPERATOR

, 6.1 Initial Unit Operator. Phillips Petroleum Company is hereby designated
as Unit Operator.

6.2 Resignation or Removal. Unit Operator may resign at any time. Working
Interest Owners-may remove Unit Operator at any time by the affirmative vote of at
least eighty-five per cent (85%) of the voting interest remaining after excluding
the voting interest of Unit Operator. A Unit Operator that resigns or is removed
shall not bte released from its obligations hereunder for a period of three (3) months
after the resignation or discharge, uhless a successor Unit Operator has taken over
Unit Operations prior to the expiration of such period.

6.3 Selection of Successor. Upon the resignation or removal of a Unit
Operator, a successor Unit Oparator shall be selected by Working ‘Interest Owners.
If the Unit’ Operator that is removed votes only t6 succeed itself, the successor
Unit Operator may be selected by the affirmative vote of at least eighty-five per
cent (85%) of the voting interest remaining after excluding the voting interest of
the Unit Operator that was removed.

| ~ ARTICLE 7
AUTHORITIES AND DUTIES OF UNIT OPERATOR
7 1 Exclusive Right to Operate Unit. Subject to the provisions of this

agreement ‘and to instructions from Working Interest Owners, Unit Operator shall
have the exclusive right and be obligated té conduct Unit Operations.

7.2 Wbrkmanlike Conduct . Unit Operator shall conduct Unit Operations in
a good and workmanlike ‘manner as would a prudent operator under the samé or similar
circumstances., Unit Operator shall freely corisult with Working Interest Owners and
kéep them informed of all matters which Unit Operator, in the exercise of its best:
Judgmeént, ‘considers important. Unit Uperator shall not be liable to Working Interest
Owners for damages, unless such damages result 1rom its gross negligence or willful
misconduct.

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

T.4 Employees. The number of employees used by Unit Operator in conducting -
Unit Operations, their selection, hours of labor, and compensation shall be determined
by Unit Operator. Such employees shall be the employees of Unit Operator.

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



7.6 Reports to Working Interest Ownéra. Unit Opérator shall furnish to..

Working Interest Owners periodi¢ reports of Unit Operatiochs.

_ 7.7 Reports to Governmental Authorities. Unit Opérator shall maké all
reports to governmental authoritiés that it has the duty to make as Unit Operator.

7.8 ggggggerigg and Géological Information. Unit Operdtor shall furfish
to a Working Intérest Owner, upon written réquest, a copy of thé log and other
enginesring and geclogical data peitaining to wells diilied for Unit Opeérations. -

- 1.9 Expgnditures. Unit Operator 18 autlioriZed to fiake singleé expenditurés
not in exdess of Fifteen Thousand Dollars ($15,000) without prict approval of Werking
Interest Owners. If an emergency occurs; Unit Operatbr may immediétéiy fidke oF incur
such expenditures as in its opinion are réquired to déal with the emergeéfiéy. Unit

Operator shall report to Working Interest Owners, as promptly as possible, thé nature
- of the emergency and the action taken.

7.10 Wells Drilled by>Unit Operator. All wells drilled by Unit Operatbf
shall be at the usual rates prevailing in the area. Unit Operator may employ iuvy
owh tools and equipment, but the charge thetrefor shall ri6t exceed the prevailing
rate in the ares, and the work shall be performed by Unit Operator under the safis
terns and conditions as are usual in theé aréa in dontracts of indeperderit contraetors
doing work of a similar nature.

ARTICIE 8
TAXES

‘81 Ad Valorem Taxes. Unit Operdtor shall; beginning. in the fitst éalendar
yesar after the effective date of the unit, make and file all hécessary ad valoven tax
renditions and returns with the proper taxing authoritieés -covering 411 Pegl and
personal property of each Working Interest Owner ised or held by Unit Operatér in
Unit Operations. Unit Opérator shall settle assesshents arising therefrom, All sieh
ad valorem taxes shall be.paid by Unit Opérdtor ahd chdrgéd to the joint accoufit§ pro=
vided that, if the interest of a Working Interést Owner is subjéct to a separatély
agsessed overrlding royalty interest, prodistion payment, or othér interest in excess
of a one-eighth (1/8) royalty; such beking Interest Owner shall be given credit forF
the reduction in taxes paid résulting therefrom.

8.2 Other Taxes. Each Working Intérést Ouwner shall pay or cause to be paid
all prodiction, severance, gathering; and cther taxes imposed tipon or in respect of
the production or handling of its share of Unitized Substanaes

ARTICIE 9
INSURANCE
9.1 Insurance. Unit Operator shall with réspect to Unit Operations

purchase or provide for the benefit of the joint account protection comparable
to that afforded under standard form polidies of insurdndé as follows:



9.1.1 Workmen's Compensation Insurance as raquired by the laws of
the State of New Mexico.

9.1.2 Employer's Liability Insurance with a limit of $25, 000 for
any one employee.

9.1.3 Public Iiability Insurance, both bodily injury and death,
with limits of not less than $100,000 as to any one person, and $200,000 as
to any one accident, and Property Damage liability Insurance with a limit of
not, less than $50, 000 per accident with the exception of the first $5,000
nroperty damage in any one accldent.

9.1.L Automobile Public Liability Insurarice with bodily injury limitq
of not less than $100,000 as ‘to any one person and $200,000 as to any one
accidont, and Automotive Property Damage Insurance with a limit of not less
than $50 000 as to any one accident.

9.2 ‘Charges for Insurance and Losses. “The premiums paid for insurance pro-
vided pursuant to Sections 9.1.1, 9.1.2 and 9.1.3 shall be charged to the joint ac-
count; provided that, if the Unit Operator elects to otherwise provide the equivalent
protection it may chgrge the joint account with an amount equal to the premium charges
at the prevaiiing rates for the protection so provided. The charge for the protection
provided pursuant to Section 9.1.4 shall be included in the automotive rates charged
to the Joint account pursuant to Exhibit D.

ARTICLE 10
ADJUSTMENT OF INVESTMENTS

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

10.1.1 Wells and Casing. All wells completed in the Un1tized Formation,
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. 10.1.2 Well and Lease Equipment. The tubing in each such well, the
wellhead connections thereon, and all other lease and operating equipment that
is used in the operation of such wells which Working Interest Owners determine
is necessary or desirable for conducting Unit Operations.

10.1.3 Records. A copy of all production and well records that pertain
to such wells.

10.2  Inventory and Evaluation of Personal Property. Working Interest Owners
shall at Unit Expense inventory and evaluate in accordance with the provisions of
Exhibit D the personsl property taken over. Such inventories shall include and be
limited to those items of equipment normally considered controllable by operators
of oil and gas properties as indicited in the "Materials Classification Manual",
revised 1960, prepared by the Petroleum Accountants Society of Oklahoma, except that
certain items normally considered non—controllable, such as’sucker rods, Kobe tubing
of sizes less than two inches (2"), bottom hole pumps, and other items as agreed upon
by the Working Interest Owners may be included on the inventories in order to insure

'




a more equitable adjustment of investments. All other non-controllable items of
lease and well equipment installed within the Unit Area and required in unit opera-
tions, although excluded from the inventories, shall nevertheless be taken over by~
the Unit Operator. Casing shall be included in the inventory for record purposes
but shall be excluded from pricing and investment adjustment.

10.3 Investment Adjustment. Upon approval by Working Interest Owners of
the inventory and evaluation, each Working Interest Owner shall be:credited with
the value of its intérest in &1l personal property taken over under Section 10.1. 2,
and shall be charged with an amount equal to that obtained by multiplying the total
value of all personal property exclusive of casing taken over under Section 10.1.2
by such Working Interest Owner's Unit Secondary Participation. If the charge against
any Working Interest Owner is greater than the -amount credited to such Working Interest
Owner, the resulting net charge shall be an item of Unit Expense chargeable against
such Working Interest Owner. If the credit to any Working Interest Owner is greater
than the amount charged against such Working Interest Owner, the resulting net credit
shall be paid to such Working Interest Owner by Unit Operator out of funds received
by it in settlement of the net charges described above.

1 10.4 General Facilities. The acquisition of warehouses, warehouse stocks, -
lease houses, camps, facility systems, and office buildings necessary for Unit Opera-
tions shall be by negotiation by the owners thereof and Unit Operator, subject to the
approval of Working Interest Owners.

10.5 - Ownership of Personal Property and Facilities. Fach Working Interest
Owner, iidividually, shall by virtue hereof own an undivided interést, equal to its
Unit Secondary Participation, in all personal property and facilities taken over or
otherwise acqulred by'Unit Operator pursuant to this agreement.

: 10 6 Adjustment for Nonusable Wells. All wells delivered to the Unit Operator
- shall be in usable physical condition on the Effective Date. If &ny such well is

. determined by the Working Intereat Owners to be in nonusable physical condition, the
cost. of placing such well in usable physical condition shall be charged to the Working
Interest Owners owning such well immediately prior to the Effective Date. The amount
of such charge shall in all respscts be treated as any other item of Unit Expense
chergeable against such Working Interest Owners. .

ARTICLE 11
UNTT EXPENSE

- 11.1 Basis of Charge to Working Interest Owners. Unit Operator initially
shall pay and discharge all costs and expenses incurred in the development , -opera-
tion and supervision of the Unit Area. Working Interest Owners shall reimburse
Unit Operator for all such costs and expenses, in proportion to their respsctive
Unit Participation shown on Exhibit “C* in‘effect at the time said costs and expenses
were incurred, except that all charges, including installation costs, for equipment,
additions and enlargements of existing facilities, other than normal replacements;,
shall be based on the Secondary Participation as shown in Exhibit "C". It is spe-
cifically agreed that all charges relating to conversion of wells for 1n3ect10n
purposes, enlargement of lift equipment and construction of plant and plant facili-
ties shall be based on Secondary Participation as specified in Exhibit “C". All
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charges, credits and accounting for costs and expenses qhall be in accordance with
Exhibit %D%,

11,2 Budgets. Before or as soon as practical after the effective date hereof,
Unit Operator shall prepare a budget of estimated Unit Expense for the remainder of
the calendar year, and, on or before the first day of each September thereafter, shall
prepare such a budget for the ensuing calendar year. A budget shall set forth the
estimated Unit Expense by quarterly periods. Budgets shall be estimates only, and
shall be adjusted or corrected by Working Interest Caners and Unit Operator when-
ever an adjustment or correction is proper. A copy of each budget and adjusted
budget shall promptly be furnished to each Working Interest Owner.

11.3 Advance Billings. Unit Operator shall have the right to require
Working Interest Owners to advance their respective shares of estimated Unit Expense
by submitting to Working Interest Owners, on or before the 15th day of any month,
an itemized estimate thereof for the succeeding month, with-a request. for payment
in advance. Within fifteen (15) days after receipt thereof, each Working Interest
Owner shall pay to Unit Operator its share of such estimate. Adjustnients between
estimated and actual Unit Expense shall be made by Unit Operator at the close of
"each calendar month, and the accounts of Wbrking Interest Owners shall be adjusted
accordingly.

11.4 ‘Commingling of Funds. No funds received by Unit Operator.under this
agreement need be segregated or maintained by it as a separate fund ‘but may be
commingled with its own funds,

e 11.5 Laen of Unit Operator. Each Working Interest Owner grants to Unit
Operator a lien upon its Oil and Gas Rights in Each Tract, its share of Uniticed
Substances when produced, and its interest in all Unit Equipment, as security for

.. .. payment of its share of Unii Expense, together with interest thereoii at the rate
of six per cent (6%) per annum. Unit Operator shall have the right to bring suit
to enforce collection of such indebtedness with or without seeking foreclosure of
the lien, In addition, upon default by any Working Interest Owner in the payment
of its share of Unit Expense, Unit Operator shall have the right to collect from
the purchaser the proceeds from the sale of such Working Interest Owner's share of
Unitlzed Substances until the amount owed by such Working Interest. Owner, plus in-
terest as aforesaid, has been paid. Each purchaser shall be entitled to rely- upon
Unit Operator’s written statement concerning the amount of any default.

‘11,6 Unpaid Unit Expense. If.any Workirng Interest Owner fails to ‘pay its
share of Unlt Expense within sixty (60) days after rendition of a statement there-
for by Unit Operator, each Working Interest Owner agrees, upon request by Unit
Operator, to pay its proportionate part of the unpald share of Unit Expense of the
defaulting Working Interest Owner. The Working Interest Owners that pay the share
of Unit Expense of a defaulting Working Interest Owner shdll be reimbursed by the
Unit Operator for the amount so paid, plus any interest collected thereon, upon
receipt by Unit Operator of any past due amount collected from the defaulting Work-
ing Interest Owner. Any Working Interest Owner so paying a defaulting Working In-
terest Owner's share of Unit Expense;shall be subrogated to the lien and rights
herein granted Unit Operator. ,




11:7 Uncommitted Royalty. Should an owner of a Royalty Interest in any

Tract fail to become a party to the Unit Agreement, and, as a result thereof,

the actual Royalty Interest payments with respect to such Tract are more or less
than the Royalty Interest payments computed on the basis of the Unitized Substances
that are allocated to such Tract under the Unit Agreement, the difference shall be
borne by or inure to the benefit of Nbrking Interest Ownersa, in proportion to their
respective applicable Unit ‘Participations; however, the difference to bs horne by
or inure to the benefit of Working Interest Owners shall not exceed an amount c¢odm-
puted on the basis of one eighth (1/8) of the difference between the Unitized Sub~
stances allocated to the Tract and the Unitized Substances produced from the Tract.
Such adjustments shall be made by charges and credits to the Joint account.

ARTICLE 12
NON-UNITIZED FORMATIONS y:

. 12.1 Right to Operate. Any Working Interest Owner that now has or here-
after acquires the right to drill for ‘and produce oil, gas, or other ‘minerals,
from other than the Unitized Formation, shall have the right to do so notwith-
standing this agreement or the Unit Agreement. In exercising the right, however,

the Working Interest Owner shall exerc¢ise reassnable precaution to prevent unreason-

able interference with Unit Operations. No Working Interest Owner shall produce
Unitized Substances through any well drilled or operated by it. If any Working
Interest Owner drills any well into or through the Unitized Formation, the Unitized
Formation shall be protected in a manner satisfactory to Working Interest Owner's
so. that the production of Unitized Substances will not adversely be affected.

12.2 Multiple Completions. No well shall be multiply completed to, vroduce
from the Unitized Formation and any other formation within the Unit Area.”

ARTICIE 13
TITLES

13.1 Warranty and Indemnity. Fach Working Interest Owner represents and
warrants that it is the owner of the respective working interests set forth
opposite its name in Exhibit C, and hereby agrees to indemnify and hold harmless
the other Working Interest Ounera from any loss due to failure, in whole or in
part, of its title to any such interest, except failure of title arising out of
Unit Opérations; provided that, such indemnity shall be limited to an amount equal
to the net value that has been received from the sale or receipt of Unitized Sub-
stances attributed to the interest as to which title failed. Each failure of
title will be deemed to be effective, insofar as this agreement is concerned, as
of the first day of the calendar month in which such failure is finally determined,
and there shall be no retroactive adjustment of Unit Expense, or retroactive
allocation of Unitized Substances or the proceeds therefrom, as a result of
title failure.

12.2 Failure Because of Unit Operations. The failure of title to any Work-
ing Interest in any Tract by reason of Unit Operations, including non-production
from such Tract, shall.not change the Unit Participation of the Working Interest
Cwner whose title failed in relation to the Unit Participations of the other Wbrk~
ing Interest Owners at the time of the title failure.

- 10 ~




ARTICIE 14
LIABILITY, CLAIMS, AND SUITS

14.1 Individual Ijability. The duties, obligations, and liabilities of
Working Interest Owners shall be several and not Jjoint or collective; and nothing
herein contained shall ever be construed as creating a partnership of any kind,
joint venture, association, or trust among Working Interest Owners.

‘14.2 Settlements. Unit Operator may settle any single damage claim or suit
4involving Unit Operations but not involving an expenditure in excess of Twenty-Five
Hundred Dollars- ($2,500) provided the payment is in complete settlement of such
claim or suit. If the amount required for settlement exceeds the above specified
amount, Working Interest Owners shall assume and take over the further handling of
the claim or suit unless such- authority is expressly delegated to Unit Operator.
' All costs and expense of handling, settling, or otherwise discharging such claim“ox-
b suit shall be an item of Unit Expense.- If a claim is made against any Working In-

‘ terest Owner or if any Working Interest Owner is sued on account of any matter aris-
ing from Unit Operations and over which such Working Interest Owner individually has
no control because of the.rights given Working Interest Owners and Unit Operator by
this agreement and the Unit Agreement, the Working Interest Owner shall immediately
notify the Unit Operator, and the claim or suit shall be treated as any other claim
or suit involving Unit Operations.

o ARTICLE 15
o INTERNAL REVENUE PROVISION

15,1 Internal Revenue Provision. Each Working Interest Owner hereby elects
that it and the operations covered by this agreement be excluded from the application
_ of Subchapter K of Chapter 1 of Sub-title A of the Internal Revenue Code of 1954,
‘or such portion thereof as the Secretary of the Treasury of the United States or his
delegate shall permit by election to be excluded therefrom. - Unit Operator is hereby
T authorized and directed to execute on behalf of each Working Interest Owner such -
“additional or further evidence ¢f ths slsction as may be reqnired by regulations
issued under said Subchapter K. Should the regulations require each party to exscute
such further evidence, each Wbrking Interest Owner agrees to execute or join in the
execution thereof. The election hereby made and the other provisions of this para-
graph shall apply in like manner to applicable state laws, regulations, and rulings
now in effect or hereafter enacted that have an effect similar to the federal pro~
visions referred to herein.

ARTICIE 16

NOTICES

16.1 Notices. A1l notices required hereunder shall be in writing and shall
be deemed to have been properly served when sent by mail or telegram to the address
of the representative of each Working Interest Owner as furnished to Unit Operator
1n accordance with Article 4.




L)

7 ARTICIE 17 -
WITHDRAWAL OF WORKING INTEREST GWNER

17.1 Withdrawal. A Working Interest Owner may withdraw from this agreement
by transferring, without warranty of title, either express or implied, to the
other Working Interest Owners who do not desire to withdraw, all its Oil and Gas’
Rights together with its interest in all Unit Equipment and in all wells used in
Unit Operations. Such transfer shall not relieve said Working Intereat. Owner
from any obligation or liability incurred prior to the date of the delivery of
the transfer, which 'delivery may be made to Unit Operator as Agent for the transfer-~
ees. The interest transferred shall be owned by the transfereea in proportion to
their respective Unit Secondary Participations. The transferees shall not pay
transferor for its interest in Unit Equipment. After the date of delivery of the
transfer, the withdrawing Working ‘Interest Owner shall be relieved from all further
obligations and liability herseunder and under the Unit Agreement, and the rights of
such Working Interest Owner hersunder and under the Unit Agreement shall cease inso-
far as they existed by virtue of the interest transferred.

ARTICLE 18
- ABANDONMENT OF WELLS

-18.1 Rights of Former Owners. If Working Interest Owners decide to abandon
permanently'any well within the Unit Area prior to termination of the Unit Agpgg«
of the Tract on which the well is Jocated, and they shall have the option for a
period of ninety (90) days after the aending of such notice to notify Unit Operater Y
in writing of their election to take over and own the well., Within ten (10) days
”;after the Working Interest Owners of the Tract have notified Unit Operator of their
" eleection to take over the well, they shall pay Unit Operator, for credit to the joint
account, ‘the amount estimated by Working Interest Owners to be the net salvage value
‘of the casing and equipment in and on the well.

The Working Interest Ownera of the Tract, by taking over the wsll, agree to segl off
effectively and protect the Unitived Formation, and upon abandonment to plug the’ wall
in compliance with applicable laws and regulations.

..18.2 Plugging. If the Working Interest Owners of a Tract do rot elect %o
take over a well located thereon which is proposed for abandonment,:Unit Operatopy
shall plug and abandon the wsll in compliance with applicablie laws and ragulations,

ARTICIE 19
EFFECTIVE DATE AND TERM

- 19.1 Effective Date This agreement shall become effective on the date and
at, the time that the Unit Agreement becomes effective.’

19 2 Term. This agreement shall continue in effect so long as the Unit o
Agreement remains in effect, and thereafter until (a) 81l unit wells have been



abandoned and plugged or turned over to Working Interest Owners in accordance with
Article 20, (bg .

have been disposed of by Unit Operator in accordance with instructions of Working
Interest Owners, and (¢) there has been a final accounting.

all Unit Equipment and real property acquired for the joint-account

ARTICLE 20
ABANDONMENT OF OPERATIONS

20.1 Termination. Upon termination of the Unit Agreement, the following

will occur:

120.1,1 -0il and Gas Rights. Oil and Gas Rights in and to each separate
Tract shall no longer be affected by this sgreement, and thereafter the parties
shall be governed by the terms and provisions of the leases, contracts, and
other instruments affecting the separate Tracts.

20.1.2 Right to Operate. Working Interest Owners of any Tract that

. desire to take over and continue to operate wells located thereon may do so

by- paying Unit Operator, for credit-to the joint account, the net salvage:
value of the casiiig and equipment in and on the wells taknn over, as estimated
by Working Interest Owners, and by agreeing to plug properly each well-at such
time as 1t s abandoned. )

20.1.3 Salvaging Wells. Unit Operator shall salvage as much 61 the
casing and equipment in or on wells not taken over by Working Interest Owners
of separate Tracts as can egonomically and reasonably be salvaged, and shall
cause the wells to be plugged and abandoned properly.

20.1.4 Cost of Salvaging. WOrking Interest Owners shall share the
cost of salvaging, liguidation or other distribution of assets and properties

~uged in Unit Operation in proportlon to their respective Unit Secondary Par-
“ticipations.

o ARTICLE 21
EXECUTION

21.1 Original, Counterpart, or Other Instrument. A party may become a party

to this agreement by signing the original of this instrument, a counterpart thereof
or other instriument agreeing to be bound by the provisions hereof The signing of
any such instrument shall have the same effect as if all the parties had signed the
same instrument.

ARTICLE 22
SUCCESSORS AND ASSIGNS

22.1 Successors and Assigns. The provisions hereof shall be covenants

running with the landa, leases, and interests covered hereby, and shall be binding
upon and inure to the benefit of the respective heirs, devisees, legal representa-
tives, succesgors, and assigns of the parties herseto.

-13 -



ement, on the

IN WITNESS WHEREOF, The parties hereto have executed this agre
dates opposite their respective signatures. '

WORKLNG INTEREST OWNERS

Attest, If & Corporatlon or
Name Date Signed Witness, If an Individual
PHILLIPS PETROLEUM GOMPANY ATTEST:

 Assistant E'ie(:rnat:.:au'}ff"'~

By —

Yicé.President
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STATE OF ) ’ ,
) ss CORPORATION ACKNOWLEDGMENT
COUNTY OF ) ~
On this day of , 1964, before me appeared
, to me personally known, who being by me duly
sworn, did say that he is the of

, a corporation, and that the
seal afﬁxed to said instrument. is the corporate seal of sald corporation, and that
said instrument was signed and sealed in behalf of saild corporation by authority
of its Board of Directors, and said acknowledged
said instrument to be the free act and deed of said corporation

Given under my hand and seal of office this ___ day of ,
1964. , .
My Commiesion Expires: Notary Publiclin and for said
: ~ ~ County and State
STATE OF _ ) :

Z ' 8s JOINT ACKNOWLEDGMENT

COUNTY OF ) (Hueband and Wife)

The foregoing instrument was acknowledged before me this day of

, 1964, by i and - R

hig wife. ; .
My Coﬁmission Expires: . Notary Public in and for said

County and State

-15 -




STATE OF )
; ) ss
COUNTY OF ) INDIVIDUAL ACKNOWLEDGMENT
The foregoing instrument was acknowledged before me this day of
, 1964, by .
M& Commission Expires: Notary Public in and for ‘said
County and State
STATE OF _ )
_ ) 88 INDIVIDUAL ACKNOWLEDGMENT
COUNTY OF )
The foregoing instrument was acknowledged before me this day of
, 1964, by ‘ .
My Commission Expires: : Notary Public in and for said
: v County and State
STATE OF ) |
) 8s ‘ INDIVIDUAL ACKNOWLEDGMENT ‘
COUNTY OF )
The foreéoing instrument was acknowledged before me this day of
» 1964, by _ .
My Commission Expires: Notary Public in and for said

County and State

- 16 -




" Working Interest Owner

Klgonq’uin Investment Co.
Amerada Petroleum Corp.

Americéan Trad. & Prcd. Co.

Anderson, E. T.

Barnes, J. C..

Barnes, J. C., Jr.
Baker, Richard T.
Barton, Roy G. -
Brokaw, Edwina S.

Cabot Carbon Co.

Cone, Gordon M,

Cone, J. U., Trustee
Duncan, Raymond T.
Duncan, Vincent J.
Duncan, wWalter .
Duncan, J. Walter, Jr.
Freeport, 01l Co. ’
Getty Oil Co.:

Great Western Drlg. Co.
Holmes; Howard .P.
Lundbeck, G. Hilmer, Jr.
Marston, Hunter S,

[ ENTETW |
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EXHIBIT #C%

TO UNIT OPERATING AGREEMENT

RANGER LAKE UNIT
LEA COUNTY, NEW MEXICO

SUMMARY OF WORKING INTEREST OWNERSHIP BY INDIVIDUALS AND COMPANIES

. Percent RO S e 2 Y -Working Interest Owners
Tract Working 'I'ra.ct Per Cent Parblclpat*on % Participation.in Unit
. No. Interest Primary Secondary Primary _Sccondary

1 1. ooooo 0.70815 0.45410 0.00708 0. 00450
9 100. 00000 7.96860 © 6.59690 7. 96860 6. 59690 .
3 50.00000 0.059,40 0.02970
1l -0.80000- 0. 70815 _ 0.45410 O 00567 0.00363
6 14. 06250,u. 2.64015. 7 4.71810 0.37127 0.66348

6 14. 06250 2.64015 4,.71810 0.37127 - 0.66348
1 1.00000 0.70815 0.45410 - 0.00708 0.00454

A 6. 25000-' 0.69000 2.85220 0.04313 0.17826
1 2.53333 0.70815 0.45410 0. 01791;,. '0.01150

3 50.00000 0. 0.05940 0.02970-
4 12.50000 0.69000 2.85220 o. 08625 0.35652
b 75.00000 ©  0.69000 2. 85220 0.51750 2.13916
1 3.68233 0.70815 0.45410 0.02608 0.01672

1 4.03700 0.70815 0.45410 0.02859 0.01834
1 7.85000 0.70815 0.45410 10.05559 0.03565
1 2.33067 0.70815 0.45410 0.01650 0.01058
6 25. 0000 -2.64015 4.71810 0.66005 1.17952
5 50.00000 4 .80040 5.80230 2.40020 2.90115

1 50.00000 0.70815 - 0.45410 0.35408 0.22705

6 12.50000 2.64015 4.71810 0.33002 0.58976

1 2.00000 0.70815 0.45410 0.01416 0.00908

1 1.00000 0.70815 0.45410 0.00708 0.00451,
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EXHIBIT MCH

Summary of Working Interest Ownership
By Individuals and Companies

Ranger Lake Ynit

Page 2..

Working Interest Owner

Mission Corporation

McVay, C. R.

Murphy; M. E.

0'Ne1‘¢, Joseph I., Jr.

Pan American Pet. Corp.

Phillips Petroleum Co.

Phillips Petroleum Co.

Ramsland, R. J.

Shea, Edward 1., Estate

Shea, ‘Peter L.

‘Stafferd, Carmon J.

Stilliwagon, Geo. .

Stillwagon Trust., Geo.

Sunray DX-0il Co.

Texaco Inc, .

Texas Paciric Oil Co., a Div.

. of Jos. E. Seagram & Sons, Ine.

Texas Pacific 0il Co., & Div.. -
of Josi E. Seagram & Sons, Inc.

Wynn, W. F,
Totel

Traét Per Cent Participation

- Percent
Tract Working

No. Interest ) Primary
5 50.00000  4.80040
I 3.12500 0.69000
1 1.00000 0.70815
1 17.90001 0.70815
8 100,00000 19.11920

2-A 57.8947h 40.79675

2.B 57.8947h  16.69670
6 14.06250 2.64015
1l 2.33333 - 0.70815
1 2.53333 0.70815
I - 3.12500 0.69000
6 - 3.12500 2.64015
6 3.12500 2.64015
7 50.00000 6.58005
7 50.00000 6.:58005

2-A 42.10526 40.79675

2-B 42.10526 16.69670
6. 14.06250 2.64015

Hbrking Interest Owners
4 Participation in Unit

Secondary Primary Secondary
5.80230 2.40020 2. 90115
2.85220 0.02156 0.08913
0.45410 0.00708 0.00454
0.45410  0.12676 0.08128
17.41910 0 19.11920 - 17.41910
35.20740 23.61917 20.38323
23.21700 9.66651 13044142
4.71810 0.37127 0.66348

0.45410 0.01652 0.01060 -

0.45410 0.01794 0.01151 °

2.85220° 0.02156 0.08913
4.71810 0.08250 0.14745
4.71810 0.08250 0.14745
3.67350 3.29003 1.83675
3.67350 3.29002 1.83675
35.20740 17.17758 14.82417
23.21700 7.03019 . 9.77558
4.71810 0.37127 0.66348
100.00000 100.00000




—

’ﬁm 601 .Y‘SL" ‘o‘x’g‘:‘uocuok ’COPAS — 1947

1‘.

2.

3.

4'

. C. Statement of all charges‘and credits to the Joint Account summarized by appropnate classifications indicative

7.

Recommended by the
Council of Petroleum

EXHIBIT D" Norin Rmenco. <!
Attached to and made a part of....... U NITOPERATINGAGREEMENT .....................

ACCOUNTING PROCEDURE

(JOINT OPERATIONS)

I. GENERAL PROVISIONS

Pefinitions

“Joint Property" shall mean the real and personal property subject to the agreemen! to whlch this “Accounting Pro-

cedure” is attached.

“Joint Operations” shall mean all operations necessary or proper for the development, operation, protection and

maintenance of the JointiProperty i

“Operator” shall mean the party designated to conduct the Joint Operations.

“Non-Operators” shall mean the nonoperating parties, whether one or more.

“Joint Account” shall mean the account shuwing the charges and credits accruing because of the Joint Operations
and which are fo be shared by the Parties.

“Parties” shall mean Operator and Non-Operators.

“Material" shall mean personal property, equipment or supphes acquired or held for use on the Joint Property

“Controllable Material” shall mean material which at the time is so classified in the Material Classification Manual

as most recently recommended by the Council of Petroleum Accountants Societies of North America,

Conflict with Agreement ’
In the event of a conflict between the provisions of this Accounting Procedure and the provisions of the agree-
ment to' which this Accounting Procedure is attached, the provisions of the agreement shall control.

Collective Action by Non-Operators

Where an agreement or other action of Non-Operators is expressly required under this Accountmg Procedure

and if the agreement to which this Accounting Procedure is attached contains no contrary provisions in regard

thereto, the agreement or action of a ma)ority in interest of the Non-Operators shall be controlling on all Non-

Operators.

Statements and Billings

Operator shall bill Non-Operaiors on or before the last day of each month for theip proportwnate share of costs and

expenses, for the preceding month. Such bills_will be accompanied by statements reflecting the total charges

and credits as set forth under Subparagraph ... below:

A, Statement in detail of all charges and credxts to the Jomt Account,.

B. Statement of all charges and credits to the Joint Account, summarized by appropriate classifications indicative
of the nature thereof.

‘of the nature thereof, except that items of Controllable Material and unusual charges and credits shall be detailed.

‘Payment and Advances by Non-Operators

Each Non-Operator shall pay its proportion of all such bills within fifteen (15) days after recelpt thereof. If pay-
ment is not made within such time, the unpaid balance shall bear interest at the rate of six per cent (6%) per
annum until paid.

Adjustments ’

Payment of any such bills shall not prejudice the right of any Non-Operators to protest or queshon the correctness
thereof; provided however, all bills and statements rendered to Non- Operators by Operator durmg any calendar
year shall conclusively be presumed to be true and correct alter twenty-four (24) months following the end of any
such calendar year, unless within the said twenty-four: ( 24) month period a Non.-Operator takes written excep-
tion theroto and makes claim on Operator for adjustment. No adiustment favorable to Operator shall be made
unless it is made within the same prescribed period. The provisions of this paragraph shalt not prevent adjust-
ments resulting from a physxcal inventory of the Joint Property as provided for in Section VII.

Audits

A Non- ~Operator, upon notice in writing to Operator and all other Non-Operators, shall have the’ rlght to audit
Operator's accounts and records relating to {he accounting hereunder for any calendar year within the twenty-four
(24) month period following the end of such calendar year: provided however, the making of an audit shall not ex-
tend the time for the taking of ‘written exveption to and the adjustraent of accounts as provided for in Paragraph
6 of this Section I, Where there are two or more Non-Operators, the Non-Operators shall make every reasonable

- effort to conduct joint or simultancous audits in a manner which will result in a minimum of inconvenience to
the Operator.

I1. DIRECT CHARGES
Subject to limitations hereinafter prescribed, Operator shall charge the Joint Account with the following items:

—) —
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I. Rentals and Royaltics :
Delay or other ventuls and royaltics when \uch rentals and rovaltios are paid by Qperater for the Joint Account
of the Parties, P
2. Labor o

AL Salaries and wages of Operator's employees divectly engaged on the Joint Praperty in the conduct of the Joint
Operations. and salarics or wages of technical employvees who are temporarvily :lssigm-d o and diveelly
employed on the Joint Property. .

B. Operator's cost of holiday. vacation, sickness and disability benefits and other cuslomary allowances paild to the
cmployces whose salaries and wages are chargeable to the Joint Account under Parvagraph 2A of this Section 1!
and Paragraph 1 of Section IIT: except that in the case of those employees only a pro rata pmtion of whose
sataries and wages are chargeable Lo the Joint Account under Parvagraph | of Section 111 not more than the sume
pro rata portion of the henefits and allowances herein provided for shatl be charged to the Joint Account. Cost
under this Paragraph 2B may be charged on awhen and as paid basis™ or by “porcentage pssessment™ on the
“amount of salaries ind wages chargeable’ to the Joint Account under Parvage .\pI, 2A of this & \\ll“l) 11 el Para-
graph 1 of Section I11. - If percentage assessment is used. the rate shall be based on the Qperatoa's cost experiehce.

C. Expenditures or contributions made pursuant to assessments imposed by governmental authority v hivh are ap-

plicable to Operator’s labor cost of salavies and wages chargeable ta the Joint Aot xmdu !‘ T A
and 2B of this Scction 1T and Paragraph 1 of Section /1L

D. Reasonable persomal expenses of those eniployees whose saliri-< Gind waues v o0 vpend 1 - D e
wider Parngraph 2A of this Section 1L and for which expenses thee vinpley. - 0 el SURETLE

usual practice.

3. Employce Beneflts _
Opcrator's current cost of established plans for employees’ group life insurince, hmpilalization. pension, retife-
ment, stock purchase, thrift, bonus, and other benefit plans ofa like nature, applicable to Opcrator’s labor cost: pro-
vided however, the total of such charges shall not exceed ten pereent . (10¢7) of Operator’s labor costs chargeable
16 the Joint Account under Pavagraphs 2A and 2B of this Section Il and Paragraph 1 of Scction IIL

4, Material

_M-\lmnl pmchnscd or fuvhished by Operator for use on the Joint Pyoperty. So.far as it is reasonably practi-

ca? and consistent with efficiont and cconomical operation, only such Material shall be purchased for or transférred .

to the Joint Property as may be required for immediate use: and thc ‘accuniulation of surplus stocks shall be avoided. ,

5. Transportation ‘s
Transportation of employeces and Mateyial ne¢essary for the Joint Operations but subject to the following limitations:
A If Matcrial-is moved to the Joint Property from the Operator’s warehouse’or other propeitics, no charge shall
be'made to the Joint Account for a distatice greater than the distance from the neavest reliable supply store or
rvailway receiving point where like material is available, except by agreeritent with Non-Operalors.

B. If surplv  Material is-moved to Operator's warchouse or other storage point. no charge shall be rhade to the

- Joint Account for a distance greater than the distance to the neavest reliable supply store or railway receiving
point. except by agreement with Non-Operators. Mo charge shall be made to Joint Account for moving Material
to other properties belonging to Operatoy, except by agreement with Non-Operators.

C. In the application of wbpmagraphe A and B above, there shall be no equuluahon ot‘ actual gross trucking cosis
of $100 oy less,

8. Services
A. The cost of contipct services and utilities procured from outside sources other than G(‘l\’l(.‘(‘h covered by Para-

graph 8 of this Section 1 and Paragraph.2 of Scction IIT.
B. Use and serviee of equipment and facilities furnished by Operator.as provided in Pavagraph 5 of Scetion IV,

7. Damages and Losses {o Joint Property
All costs or expenses necessary for the repair or \oplacemom of Joint PIOPONV made noccs:alv beeatise of damages
or losses incurred by five, flood, storm; theft, accident, or any other cause, except 1o the extent that thé damage or
loss could have been avoided throigh the exercise of reasonable diligence on the part of Operator. Operator shall
furiiish Non-Operators written iiotice of damages or losses Incurjed as soon as practicable after a report thereof
has been received by Operator. .

8. Legal Expense . ) N
All costs and expenses of handlm" m\o\tit:ahng and settling litigation or clalmc arisinz by reason of the Joint ’
Qporalions or neeessary to plotocl or ' recover the Joint Property. including. but -not limited to, attorncys’ fees,
court costs, cost_of investigation or procuring evidence and amounts pald in seltlement oy satisfaction of any
such litigation or claims; prov ided. (a) no charge shall be made for tlic services of Operalor’s legal staff or other reg-

ularviky :\mplmcd pcraonncl ‘(such services being considered to be Administrative Overhead under Section 1), ex- o
copt by agreement with Non-Operators. and (b) no charge shatl be made foi' the fees and expenses of outside at-
torneys unless the employment of such atfornevs is agreed to by Operator and Non-Operators.

% Taxes ¥4

All taxes of every kind and nature assessed or levied upon or in conneetion with the Joint Property, the operation

thereofl. oy the production thcu-l'mm and which taxes have been paid by the Operator for the benefit of the Parties.
10. Insurance Premiums

Premiums paid for insurance lcqunod to Le carried on the Joint Pmpml\ fm the plo!uclmx' of the Parties. ) . s
11. Other Expenditures

Any other (\\pcndmuc net covered or dealt with in the faregoing provisions of this Sectjon IL. or in Section 1,

and which js mcunod. by the Opcntm for the necessary and proper conduct of the Joint Operations

H]. INDIKECT CHARGES *t

Operator may charge the Joint Account for indiréet costs cither by use of an allocation of district expcuse items plus a




fixed rate tor adminisirative overhead. and plus the warehousing chavges. all as provided for in Paragraphs 1. 2. and 3 of
this Section I OR by combining all three of said items under the fixed vate provided for in Pavagraph +4 of this Section
- 1L as indicated next below: '

OPERATOR SHALL CHARGE THE JOINT ACCOUNT U'NDER THE TERMS OF:
7 Paragraphs 1, 2 and 3. (Allocation of district expense plug fixed rate for administrative overhead plus
—_ warchousing.)
’ XX Paragraph 4. {Combined fined rate)
1. District Expenge

Qperator shall chavge the Joint Atcount with a pro rata” portion of the salavies, wages and expenses of Operator’s
- production superintendent and other employees serving the Jolnt Property and other properties of the Operator In
: the same operating area. whose time i not pllocated divectly 10-the properties, and a plO raia povtion of the cost of

maintaining and operating a plodu(‘ﬂon omce known as Operator's

offico located at or near (ov o comparable ofﬂco it locmion changed). and neces-
sary sub-offloer (if aiy), mmntaiuod for tlm convenience of the abuve-described office. and all necesaavy camps,
including housing facilities for-employees if yequired. used in copnection with the pperations of the Joint Property -
and other proportios in'the same operating aven. The espense of, loss any revenue from. such facilitics may, at the
option of Operator. Include depreciation of lnvestment or o fair menthly rental in lieu of deploc!m!on Such

]

" charges shall be apportioned to all properties served on xome pquitable basiz consfatent with Operator’s accounting
practice.
[ ta 2. Adminitiative Overhead

Operator ghall ¢harge admlul;tnatwe overhead to the Jolnt Account at the tollowing ;atel. whieh charge shau be in
leu of the cost-and expense of al) offices of the Operator noj covered by Parvagraph | of this Sectlon 11, including
. salaries, wages and expenses of personne} assigned to such offices, Such charges shiall be in addition to the salavies,

wages and expenses of emplovees of Operator authorized to be ohmged as divect chavges as provided in Paragiaphs
[ 2 and 8 of Sectlon IL.

WELL BA!!S (RATE PER WELL PER MONTH)

3 . , VEING W AY
e DRILLING WILL AT (Urg Boircal Brogiting Bopth)
(Use Yors! Desth) . o Al Walis
Wall Depth C O Regh Well #int Pive - Nout Five . Qver
el :

................

ts 'rhe cost and e‘cpenu ot m-vlces h o ouulde tcums in conneotlou \\'m\ mmera o! taxation. trame. accounung. or

.- matters before ox‘ lavolving governmental agencies shal) be contidered as included in thp overhead rates provided for in

< thiz Pavagraph 2 of Section IIL unless such cost and expenie are agieed upon between Operator and Non-Operators
as a dlrect charge to the Jeint Account,

3. Operator's Fully Owned Warehouse Operating and Maintenance Expense
- (Descrlbe fully the agreed procedure to he {ollowed by the Operator )

. Gomines leod Batel et ean e e e ‘
Operator shall charge the Joint Account for the services covered by Paragraph 1, 3 and 3 of thig Bection JII, the
following fixed per well rates:

WELL 3&!88 (RATE PER WELL PER MONTH)

v

DRILLING \'llk. MYI ' (\!4__8335»'1" :‘;h‘;:‘g;m)
{Use Voo P All Wells
Weil Depth Roch Well ——— Pirgt Pive X N‘u' Five Qvar Ten
CTRIYdeptha . TTTTREGTT O TTTTIOST L. 9S85

e emtiamiscrcsaeicecagercey av

Sa'd fixed rate (thﬂ) (ahall not) includo salaries and expemes of producuon taremen

5. Application of Administrative Overhead gr Combined Fixed Raten

The following limitations, Instructions and charges shall apply in the application of the per well rates as provided

under either Paragraph 2 of Paragraph ¢4 of this Section III:

A. Charges for drilling wells shall begin an the date cach well Iz apudded and terminate on the date the drlmng or
completlon rig Is veleased, whicheverpiis later, except thal no charge shall be made during the suspension of
drilling operations for fiftcen (15) pr morp consecutive days. ‘

B. The status of woils shall be as fojlows:

(1) Producing gas wells, injection wells far recovery operatlons, water supply wolls utilized for water flooding
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operations and salt water disposal wells shall be considered the same as producing wells.

{2) Wells permanently shut down but on which plugging operations are deferred shall be dropped from the
well schedule at the time the shutdown is effected. When such a well is plugged a charge shall be made
at the producing well rates.

{(3) Wells being plugged back, drilled deeper, converted to a source or input well, or which are undergoing any
type of workover that requires the use of a drilling or workover rig shall be considered the same as drilling
wells.

(4) Temporarily shut-down wells, whlch are not produced or worked upon for a period of a full calendar month,
shall not be included in the well schedule, provided however, wells shut in by governmental regulatory
body shall be included in the well schedule only in the event the allowable production is transferred to some
other well or wells on the Joint Property. In the event of a unit allowable, all wells capable of producing
will be counted in determining the charge.

{(5) Gas wells shall be included in the well schedule if directly connected to a permanent sales outlet even
though temporarily shut in due to overproduction or failure of purchaser to take the allowed production.

(6) Wells completed in multiple horizons, in which the production is not commingled down hole, shall be con-

sidered as a praducing well for each separately producing horjzon.

C. .The well rates shall apply to the total number of wells being drilled or operated under the agreement to which
this Accounting Procedure is attached, irrespective of individual leases. = -

D. The well Fates shall be adjusted on the first day of April of each year following the effective date of the agree-
ment to which this Accounting Procedure is attached. The adaustment shall be computed by multiplying the
rate currently in use by the percentage increase or decrease in the average weekly earnings of Crude Petroleum
and Gas Production Workers for the last calendar year compared to the preceding calendar year as shown by
“The Index of Average ‘Weekly Earnings of Crude Petroleum and Gas Production Workers" as published by the
Uniteg States Department of Labor, Bureau of Labor Statistics. The adjusted rates shall be the rates currently
in use, plus or minus the computed adjustment.

8. For the construction of compressor plants, water stations, secondary recovery systems, salt ‘water disposal facili-
ties, and other such projects, as distinguished from the more usual drilling and prcducing operations, Opeérator
-in addition to the Administrative Overhead or Combined Fixed Rates provided for in Paragraph 2 and 4 of this

Section J1I, shall charge the Joint Account with an additional overhead charge as follows:

A, Total cost less than $25,000, no charge. .

B. -Total cost more than $25,000 but less than $100,000, _2__% of total cost.

C. Total cost of $100, 000*or more, 3 < of the first $100,000 plus 1 % of all over $100 000 of total cost
Total cost shall mean- the total gross cost of any one project. For the purpose of this Paragraph the component parts
of a single project shall not be treated separately and:the cost of drilling wells shall be excluded.

7. The specific rates provxded for in this Section III may be amended from time to time by mutual agreement between
the Partles hereto if, in practice, the rates are found to be insufficient or excessive.

IV. BASIS OF CHARGES TO JOINT ACCOUNT
Subject to the further provisions of this Section 1V, Operator will procure all Material and services for the Joint Prop-
erty. -At the Operator’s option, Non-Operator may supply Material or services for the Joint Property.
1. Purchases

Material purchased and service procured shail be charged at the price paid by Operator after deduction of all dis- ‘

counts actually received.
2. Material furnished from Operator’s Warehouse or Other Properties
A. New Material {Condition “A”)-

(1) Tubular goods, two irich (2”) and over, shall be- priced on Eastern Mill base (i. e. Youngstown, ‘Ohio; Lorain,
Ohio; and Indiana Harbor ‘Indiana) on'a minimum carload basis effective at date of movement and f o. b.
railwdy receiving point nearest the Jmnt Property, regardless of quantity. In equalized hauling charges,
Operator is permitted to include ten cents (10c) per hundred- welght on all tubular goods furnished from
his stocks in lieu of loading and unloading costs sustained.

(2) Other Material shall be priced at the current replacement cost of the same kind of Material, effective at date
of movenment and f. o. b. the supply slore or railway receiving point nearest the Joint Property where
Material of the same kind is available.

(3) ‘The Joint Account shall not be credited with cash discounts applicable to prlces provided fer in this Para-
graph 2 of Section LV.

B. Used Material (Condition “B” and “C") :

(1) Material in sound and serviceable condition and suitable for reuse without reconditinning, shall be classified
as Condition “B” and priced at seventy-five per cent (75<7) of the current price of new Material.

(2) Material which cannot be classified as Condition “B” but which,

(a) After Teconditioning will be further serviceable for original function as good secondhand Material
(Condition “B"), or

(b) Is serviceable for original function but substantially.not suitable for recondltlonmg, shall be classifi-
‘ed as Condition “C” and priced at fifty per céat (50 ) of current new price.

(3) Obsolete Material or Material which cannot be classified as Condition “B” or Condition “C" shall be priced
at a value commensurate wnth its use. Material no longer suitable for its original purpose but usable for
some other purpose, shall be priced on a basis comparable with that of iteras normally used for such other

urpose.

(C)) II)\(Iatrz:rlal involving erection costs shall be charged at applicable percentage of the culrent knocked-down

- price of new Material.

3. Premium Prices

Whenever Material is not readily obtainable at prices specified in Paragraphs 1 and 2 of this Section IV because of .




5.

national emergencics, strikes or other unusual causes over which the Operator has no control, the Operator may

charge the Joint Account for the required Material at the Operntor's actual cost incurred in procuring such Matetial,

in making it suitable for use, and in moving it to the Joint Propeity, provided. that notice in writing is

furnished {o Non-Operatars of the proposed charge prior to billing Non-Operators for such Material. Each Non-

Operator shall have the right, by so clecting and notifying Operator within 10 days after recelving notice from

Operator; to furnish in kind all or part of his share of such Material suitable for use and acceptable to Operator.

Warranty of Material Furnished by Oporator

Operator does not warrant the Material furnished. In case of defective Material, credit shall not be passed to the

Jolnt Account until adjustment has been recelved by Operator from the manufacturers or their agents.

Equipment and Facilitles Furnished by Operator

A. Operator shall charge the Joint Account for use of cquipment and facilities at rates commensurate with cost of
ownership and operation. Such rates shall Include cost of maintenance, repairs, other operating expense, in-
surance, taxes, depreciation and Interest on investment not to exceed six per cent (6%) per annum, provided
such rates shall not exceed those currently prevailing in the immediate area within which the Joint Property is
located, Rates for automotive cquipment shall genorally be in line with the schedule of rates adopted by the
Petroleum Motor Transport Assoclation, or some other recognized organization, as recommeded uniform charges
against Joint Property operations. Rates for laboratory services shall not exceed those currently prevailing if
performed by outside service laboratorles, Rales for trucks, tractors and well service units may Include wages
and expenses of operator, -

B. Whenever requested, Oparator shall inform Non-Operators in advance of the rates it proposes to charge.

C. Rates shall be revised and adjusted from time to time when found to be either excessive or insufficient.

Y. DISPOSAL OF MATERIAL

The Operator may purchase, but shall be under no obligation o purchase, interest of Non-Operators in surplus Condi-
tion “A” or “B" Materlal, The disposition of surplus Controllable Materisl, not purchased by Operator, shall be subject
to agreement between Operator and Non-Operators, provided Operator shall dispose of normal accumulations of junk
and scrap Material either by transfer or sale from the Joint Property.

i B

3.

3.

4.

Maiterial Purchased by the Operator or Non.Operators

-‘Material purchased by ecither the Operator or Non-Operators shall be credited by the Operator to the Joint Account

for the month In which the Materlal is removed by the purchaser,

Division In Kind

Division of Material in kind, i made between Operator and Non-Qperators, ahall be in proportion to the respective
interests In such Material. The Partles will thereupon be charged {ndividually with the value of the Material re-
ceived or receivable, Proper eredits shall he made by the Gperator in the monthly statement of operations.

Bales to Outsiders

Sales to outsiders of Muterial from the Joint Property shall be credited by Operator to the Joint Account at the net

amount collected by Operator from vendee. Any clalm by vendee related to such sale shall be charged back to the
Joint Account if and when paid by Operator.

V1. BASIS OF PRICING MATERIAL TRANSFERRED FROM JOINT ACCOUNT
Materlal purchased by either Operator or Non-Operators or divided in kind, unless otherwise agreed to between
Operator and Non-Operators shall be priced an the following basist
New Price Defined '
New price as used in this Sectxon VI shan be the prlce specified for New Material in Section V.
New Materlal
New Materjal (Condition “A"}, bemg new Material procured for the Joint Property but never used, at one hundred
per cent (100%) of current new price (plus gales tax if any).
Good Used Material
Geod used Materis]l (Condition “B”), being used Material in sound and serviceable condition, sultable for reuse
without reconditioning: .
A. At seventy-five per cent (75%) of current new price if Material was charged to Joint Account as new, or
B. Atsixty-five per cent (65%) of current new price if Material was originally charged to the Joint Account as
secondhand at seventy-five percent (759%) of new price.
Othor Used Materlal
Used Material (Condition "C"), ‘at fifty per cent (30%) of current new price, being used Materlal which:
A. Is not in sound and serviceable condition hut suitable for reuse after reconditioning, or
B. Is serviceable for original function but not suitable for reconditioning.
Bad-Order Material
Material (Condition “D"), no longer suitable for its original purpose without excessive repalr cost but usable for
some other purpose st a price comparable with that of items normally used for such other purpose.
Junk Material v
Junk Material (Condition “E"), being absolete and scrap Materisl, at prevalling prices.

‘Temporarily Used Materlal

When the use of Materia] is temporary and its service to the Joint Property does not justify the reductmn in price as
provided for in Paragraph 3 B of this Section VI, such Material shall be priced on a basis that will leave a net charge
to the Joint Account consistent with the value of the service rendersd.

VIJ. INVENTORIES

The Operator shall maintain detailed records of Material generally considered controllable by the Indusiry,

|

Periodic Inventaries, Notice and Representation
At reasonable intervals, inventories shall be taken by Operator of the Joint Account Material, which, sha)l ‘include

-—_-5.._
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all such Material-as is ordinarily considered controllable. W.iilen notice . - uxtion to tak. inventory shall be
given by Operator at least_thirty (30) days before any inventory I to hey.vi su-that Non=0perators moy be yepre-
sented when any inventory is taken. Failure of Non-Opérators to be repraseried ot an inventory shall bind Non-
OPe““,'f"” to accept the inventory taken by Operater, who shall in that event {urnith Non-QOpavalors with a copy
thereo

Reconciliatlon and Adjustment of Inventories

Reconclliation of inventory with charges to the Joint Account shall be made, and a list of overages and shortages
shall be jointly determined by Operator and Non-Operators. Inventory adjustments shall be made by Operator
with the Joint Account for oversges and shortages, but Operator shall be hald accountable to Non-Operator only
for shortages due to lack of reasonable diligence,

Spoclal Inventeries

Special inventoties may be taken whonmr thave is any sale or chunu of Intersst 1is the Joint Property. It shall be
the duty of the party selling to notify all other Parties as quickly sz possible after the transfer of interest takes
pu«. In such cases, both the seller and the purchaser shall be covm\od by such. lnvantory. .

Lot




MAIN OFFICE QCC .
96¢ AN 18 PR 3122
BEFORE THE OIL CONSERVATION COMMISSION

OF NEW MEXICO

IN THE MATTER OF THE APPLICATION
OF PHILLIPS PETROLEUM COMPANY FOR
APPROVAL OF THE RANGER IAKE UNIT
AGREEMENT EMBRACING 2,680 ACRES,

J

MORE OR LESS, LOCATED IN TOWNSHIP o g/
12 SOUTH, RANGE 34 EAST, N.M.P.M., = 58‘
LEA COUNTY, NEW MEXICO. case No. _ .z

APPLICATION

Comes nbw Phillips Petroleum Company, a Delaware corporation
duly authorized to do business in the State’bf New Mexico, and |
applies to the 0il Conservation Commission for'apprb§a1 of the
Rahger Lake Unit, Lea County, New Mexiéo, and the unit agree=
ment and unit operaging agreemant applicable to said urit area,
and in support thereof would show:

1. The proposed unit area covered by said wnit agreement
embraces 2,680 acres, woxre or less, and such additional lands
to which said agreement may be extended, as provided therein, the
unit area being more particularly described as follows:

Township 126, Range 34E

Section 14: E/2 SE/4
Section 22: E/2 SE/4
Section 23: All '
Section 24: W/2 NW/4 and W/2 SW/4
.Section 25: NW/4

Section 26: All

Section 27: E/2 and SE/4 SW/4
Section 34: E/2 and E/2 NW/4
Section 35: NW/4

2. The formation to be unitized is commonly known as the
Ranger Lake zone 0f the Pennsylvanian formation, further identified
as the producing formation found in the Phillips Petroleum Come=
pany'skkanger Lake Unit No. 1 well located in the SE/4 SE/4,
Section 23, Township 12, South, Range 34 EBast, iea County, New

Mexico, between the depths of 6,080 and 6,230 feet below sea level,




3, he Lands embraced within e proposed unitc area

consiet of Siate 1ands .
a4, 'fhe unit agreemant and unic operatiny agreement wi il
pernlt the produaing area tO Le geve loped and operatcd in the
interest of congesvation and the prevention o waste of oil
and gas. Applicant Phillips Petreleun company s designated 3F
guch ié given

unit operator in said unit ajreement and as
authority undex the cerms thereof to carxy OB all operationt
necessaiy for the develiopment and operation of the unit ares
and the wifized formation for the production of oil nd gas,
Subjédt to all applicable laws and regulations.
5. L Ccopy of ﬁhe unit agreewent and unit operatiny

s1opment and operatiOn'of ihe Ranger LAKe

agreenent for the deve

{init avea 18 filed norewlth as gxhibit "1% and made & part
neyeof. The anit agreemcnt s in gupstantialdy the same LOXW
heretofoxe approved by the Wew Mexico Oil ©on<

as'agreements 3]
sexvation commigsion and the Commigsionex of puwlic Lands, and &
ce of the commissioner

copy thereof has hsen submitted to the offl
of Public 1ands for apyroval. mames of all. interest ownexs in
the lands and forisation unitized are shown in Bpxhibit "BY attached

to the sald unit agreement.
WﬁEREFORE;:applicant requestsnhat this matter e set fox hears
ing before the Commission's examin2r, apd that after actice and
hearing as requixed by lav, tha Commission enter 1ts ordex
approv&ng rhe Ranger fake Unit, bea county, New Mexico.
2423 PETROLEUM COMPANY

pPHILLY

\

-

o i Sl A R M STE

oo pe

son W. Kellahin

p, 0. BOX 1769

LA




é CARL W. JQNES
P. O. BOX 791
Midland, Texas

J. V. PEACOCK
p. 0. Box 791
Midland, Texas

& FOR APPLICANT

ATTORNEY
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