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AGREEMENT FOR THE OPERATION OF THE GRAMA RIDGE-MORROW UNIT
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ORDER NO. R-4473: Oil Conservation Division approved the Unit Agreement for the
January 29, 1973 Operation of the Grama Ridge-Morrow Unit

Governed:
Section 34, T-21-S, R-34-E
Section 3, T-22-S, R-34-E

State of New Mexico Lands
ORDER NO. R-4491: Oil Conservation Division approved injection of purchased gas into State

March 16, 1973 GRA Well No. | in Section 3 and the State GRB Well No. 1 in Section
34

“the evidence indicates that said other wells are producing from
separate sand stringers not in communication with the proposed
injection zones.”

FIRST AMENDMENT TO THE UNIT AGREEMENT FOR THE OPERATION OF THE
GRAMA RIDGE-MORROW UNIT |[EXHIBIT B]:

Effective September 1, 1976
Added Section 33 to the Unit Area
State of New Mexico Lands

SECOND AMENDMENT TO THE UNIT AGREEMENT FOR THE OPERATION OF
THE GRAMA RIDGE-MORROW UNIT:

Effective May 23, 2001
Added the NE/4 equivalent of Section 4, Township 22 South, Range 34
East, but only as to the surface rights and for the purpose of

calculating annual storage fees.

State of New Mexico Lands
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FEDERAL LANDS

AGREEMENT FOR SUBSURFACE STORAGE OF GAS, MORROW FORMATION,
GRAMA RIDGE AREA, LEA COUNTY, NEW MEXICO [EXHIBIT C]

Effective November 24, 1975
Governed injection storage and withdrawal in Section 4, T-22-S, R-34-E
Federal Land

AMENDMENT TO THE AGREEMENT FOR SUBSURFACE STORAGE OF GAS,
MORROW FORMATION, GRAMA RIDGE AREA, LEA COUNTY, NEW MEXICO

(EXHIBIT Dj:

Effective April 15, 1981

Added Section 10, T-22-S, R-34-E to the Storage Area

Federal Land

ENSTOR APPLICATION PENDING TO ENLARGE THE AREA WITH A NEW
AGREEMENT COVERING ALL FEDERAL LANDS

Will add Section 9, T-22-S, R-34-E to the Storage Area

Federal Land




FEDERAL, STATE AND FEE LANDS

PROTECTION OF THE STORAGE RESERVOIR:

ORDER NO. R-7582: The Oil Conservation Division recognized that the

June 29, 1984 boundaries of the Grama Ridge Storage Reservoir cannot
be precisely determined and authorized the use of a Repeat
Formation Tester to determine if wells outside the unit
were in pressure communication with the storage project.

ORDER NO. R-11611: The Oil Conservation Division adopted Special Project Rules and
July 3, 2001 Operating Procedures for the Grama Ridge Morrow Gas Storage Unit.

The Project Area for these rules apply to Federal, State and Fee lands

These rules are limited to the Storage Area.




UNIT AGREEMENT
FOR THE OPERATION OF THE
GRAMA RIDGE MORROW UNIT AREA
f? LEA COUNTY, NEW MEXICO

OIL CONSERVATICN COMA
Sarts o

THIS AGREEMENT entered into as of the 25th day of April,

1973 by and between the parties subscribing, ratifying or consenting
hereto, and herein referred to as the "parties hereto".

WITNESSETH:

WHEREAS, the parties hereto are the owners of working, royalty
or other oil or gas interests in the unit area subject to this agree-
ment; and

WHEREAS, the Commissioner of Public Lands of the State of
New Mexico (hereinafter referred to as “"Commissioner®™) 1is authorized
by law to consent to and approve the operétion of state lands under
agreements made by lessees of state lands jointly or severally with
other lessees where such agreements provide for the unit operation

of part of or all of any o0il or gas pool, field or area (Section

7-11-39, 7-11-40 N.M.S.A. 1953 Comp.); and
WHEREAS, the Commissioner of Public Lands of the State of

New Mexico is authorized by law to amend with the approval of lessee,

evidenced by lessee's execution of such agreement or otherwise, any
oil and gas lease embracing state lands so that the length of the
term of said lease may coincide with the term of such agreement for
the unit operation of part or all of any oil or gas pool, field or
area (Section 7-11-41 N.M.S.A. 1953 Comp.); and

WHEREAS, the 0il Conservation Commission of the State of New
Mexico (hereinafter referred to as "Commission”) is authorized by
law to approve this agreement and the conservation provisions thereof
(Art. 3, Chap. 65, Vol. 9, Part 2 N.M.S.A. 1953 Comp.); and

WHEREAS, the parties hereto hold sufficient interest in the

Grama Ridge Morrow Unit Area covering the lands hereinafter described

EXHIBIT A
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to give reascnably effoctive control of operations therein; and

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

NOW, THEREFORE, in consideration of the premises and the pro-
mises herein contained, the parties hereto commit to this agreement
their respective interests in the below defined unit area, and agree
severally among themselves as follows:

1. UNIT AREA: The following described land is hereby desig-
nated and recognized as constituting the unit area:

Township 21 South, Range 34 East, N.M.P.M.

Section 34 - All

Township 22 South, Range 34 East, N.M.P.M.

Section 3 - All
containing 1287.16 acres, more or less.

Exhibit "A" attached hereto is a map showing the unit area
and the boundaries and identity of tracts and leases in said area to
the extent known to the unit operator. Exhibit "B" attached hereto
is a §chedule showing to the extent known to the unit operator the
acreage, percentage and kind of ownership of oil and gas interests
in all lands in the unit area. However, nothing herein or in said
schedule or map shall be construed as a representation by any party
hereto as to the ownership of any interest other than such interest
or interests as are shown on said map or schedule as owned by such
party. Exhibits "A" and "B" shall be revised by the unit operator
whenever changes in ownership in the unit area render such revisions
necessary or when requested by the Commissioner.

All land committed to this agreement shall constitute land re-

ferred to herein as "unitized land" or "land subject to this agreement"




2. UNITIZED SUBSTANCES: All oil, cas, natural gasoline

and associated fluid hydrocarbons in the unitized formation as
:} hereinafter defined are unitized under the *terms of Lhis agreement
and herein are called unitized substances.

3. UNITIZED FORMATION: That subsurface vortion of the unit

area commonly known as the Morrow sands which is the same zone as
the top and bottom of which were encountered at log depths of 12,722
feet and 13,208 feet in the Shell 0il Company State GRA Well No. 1
as shown on the Schlumberger Sonic Log - Gamma Ray Log of said well
dated July 5, 1965, which said well is located 1980 feet from the
North line and 660 feet from the west line of Section 3, Township
22 South, Range 34 East, is unitized under this agreement and is

| hereinafter referred to as the "unitized formation".

| 4. UNIT OPERATOR: Llano, Inc. with offices at Hobbs, New

Mexico (P.0. Drawer 1320) is hereby designated as unit operator and
by signature hereto commits to this agreement all interest in unitized
substances vested in it as set forth on Exhibit "B" and agrees and
consents to accept the duties and cbligations of unit operator for

the operation of the Grama Ridge Morrow Unit Area. Whenever reference

is made herein to tﬁe unit operator, such reference means the unit
operator acting in that capacity and not as an owner of interests
in unitized substances, and the term "working interest owner" when
used herein shall include or refer to unit operator as the owner of
a working interest when such interest is owned by it.

S. RESIGNATION OR REMOVAL OF UNIT OPERATOR: Unit operator

shall have the right to resign at any time, but such resignation shall
not become effective until a successor unit operator has been selected
and approved in the manner provided for in Section 6 of this agreement.
The resignation of the unit operator shall not release the unit operator
from any liability or any default by it hereunder occurring prior to

the effective date of its resignation.




Unit operator may, upon default or failure in the performance

of its duties or obkligations hereunder, be subject to removal by

;% the same percentage vote of the owners of working interests deter-
mined in like mannér as herein provided for the selection of a new
unit operator. Such removal shall be effective upon notice thereof
to the Commissioner.

The resignation or removal of the unit cperator under this
agreement shall not terminate his 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
and appurtenances used in conducting the unit operations and owned
by the working interest owners to the new duly qualified successor
unit operator, or to the owners thereof 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 preser-
vation of any wells.

6. SUCCESSOR UNIT QOPERATOR: Whenever the unit operator

shall resign as unit operator or shall be removed as hereinabove
provided, the owners of the working interests according to their
respective acreage interests in all unitized land shall by a majority
vote select a successor unit operator; provided that, if a majority

but less than seventy-five percent (75%) of the working interests
gqualified to vote is owned by one party to this agreement, a concurring
vote of sufficient additional parties, so as to constitute in the
aggregate not less than seventy-five percent (75%) of the total
working interests, shall be required to select a new operator. Such
selection shall not become effective until (a) a unit operator so

selected shall accept in writing the duties and responsibilities of




unit operator, and (b) the selection shall have been approved by

the Commissioner. If no successor unit operator is selected and

gualified as herein orovided, the Commissioner at his election may
declare this unit agreement terminated.

7. ACCOUNTING PROVISIONS: The unit operator shall pay all

costs and expenses incurred in conducting unit operations hereunder.
In the event the ownership of the unitized formation should hereafter
be divided or owned in whole or in part by parties other than unit
operator, from and after such time unit operator shall pay in the
first instance all costs and expenses incurred in conducting unit
operations hereunder, and such costs and expenses and the working
interest benefits accruing hereunder shall be apporticned amcng the
owners of the unitized working interests in accordance with an
operating agreement entered into by and between the unit operator
and the owners of such interests, whether one or more, separately

or collectively. Any agreement or agreements entered into between
the working interest owners and the unit operator as provided in

this section, whether one or more, are herein referred to as the

"Operating Agreement". No such agreement shall be deemed either to
modify any of the terms ard conditions of this unit agreement or to
relieve the unit operator of any right of obligation established
under this unit agreement and in case of any inconsistencies or
conflict between this unit agreement and the operating agreement,

this unit agreement shall prevail.

8. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR: Except as

otherwise specifically provided herein, the exclusive right, privi-

lege and duty of exercising any and all rights of the parties hereto
which are necessary or convenient 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
said unit operator and, together with this agreement, shall consti-

tute and define the rights, privileges and obligations of unit operator.
Nothing herein, however, shall be construed to transfer title to any
land or to any lease or operating agréement, it being understood

that under this agreement the unit operator, in its capacity as unit
opefator, shall exercise the rights of possession and use vested in

the parties hereto only for the purposes herein specified.

9. PURPOSE OF UNIT AND PLAN OF OPERATION: It is recognized

and agreed by the parties hereto that the unitized formation as to
all of the lands subject to this agreement is reasonably proven to
be productive of unitized substances or necessary for unit operations
and that the object and purpose of this agreement is to formulate
and put into effect a secondary recovery and gas storage project
in order to effect the greatest economic recovery of unitized sub-
stances, prevent waste and conserve natural resources consistent with
good engineering practices expected of a prudent operator. The
parties hereto agree that the unit operator may, subject to the
approval of a plan of cperation by the Commissioner, inject gas
produced from lands other than the unit area into the unitized forma-
tion through the Shell Qil Company State GRA Well No. 1 located in
the SWiNW% Section 3, Township 22 South, Range 34 East and the Shell
State GRB Well No. 1 located in the NW4%SW% Section 34, Township 21
South, Range 34 East for secondary recovery and storage purposes.
Unit operator shall furnish the Commissioner, between the first and
twentieth of each month, reports showing the amount of gas produced
and injected into the unitized formation for the preceding month.

A plan of operation shall be filed with the Commissioner
concurrently with the filing of this unit agreement for final approval.

Said plan of operation and all revisions thereof shall be as complete




and adequate as the Commissioner may determine to be necessary in

connection with operations hereunder. Upon approval of this agree-

ment and the aforementioned plan of operation by the Commissioner,
said plan and all subsequently aosproved plans shall constitute the
operating obligations of the unit operator under this agreement for
the period specified in the plan. Thereafter, from time to time
before the expiration of any existing plan, the unit operator shall
submit for approval a plan for an additional specified period of
operation. Reasonable diligence shall be exercised in complying
with the obligations of the approved plan of operation. The unit
operator shall furnish to the Commissioner, within 30 days from the
expiration of each 6 month period, a report giving full factural in-
formation as to the manner in which the plan in effect for such
period has been carried out.

If the unit operator should fail to comply with any apprcved
plan of operation or supplement to or modification thereof, this
agreement may be terminated by the Commissioner; provided, however,
the Commissioner shall give notice to the unit operator and the lessees

of record in the manner prescribed by Section 7-11-14 N.M.S.A. 1953

of intention to cancel because of any alleged breach of said plan

of operation and any decision entered therein shall be subject to
appeal in the manner prescribed by Section 7-11-17 N.M.S.A. 1953; and
provided further in any event unit operator shall be given a reason-
able opportunity after a final determination withinwhich to remedy
said default, failing in which this agreement shall be terminated.

10. TRACT PARTICIPATION: Exhibit "B” attached hereto shows

the percentage of participation of each of the tracts embraced by
leasehold interests which are committed to this agreement. These
participation factors have been obtained by dividing the number of

acres contained in each tract by the total number of acres contained

in the unit area.




The unitized substances produced from the unit area shall
be allocated to the respective tracts aé hereinafter set forth in
accordance with said percentages of participation and such unitized
substances shall be deemed to have been produced from the respective
tracts to which allocated.

11. ALLOCATION OF PRODUCTION:

A. PHASE I: It is recognized that there is still some
primary gas and liguid hydrocarbons left in the unitized formation
underlying the unit area which would otherwise be produced in the
normal producing life of the existing wells before they reach their
economic limit upon which the state would be entitled to royalty.

It is contemplated that gas produced from lands outside the unit

area will be injected into the unitized formation for a considerable
length of time before any appreciable amounts of gas are withdrawn.

The primary production which would normally have been produced from
May 1, 1975 to its economic limit has been determined by B.H.P/Z method
based upon prior production, and Exhibit "C" attached hereto shows the
royalty gas to which the state is entitled. 1In order that the State
of New Mexico will continue to receive royalties on the same basis

as if the existing wells had continued normal production until they

reached their economic limits, the amount of gas shown for the respec-

tive months on Exhibit "C" shall be
ance with the percentages set forth
shall pay to the state royalties on
tracts on the basis provided in the

the same as if the gas had actually

allocated to the tracts in accord-
on Exhibit "B" and unit operator
the gas allocated to the respective
leases covering said tracts exactly

been produced therefrom. Such

payments based upon the gas for each of the months shown on Exhibit

"C" shall be considered as full payment to the state for all remaining

primary gas reserves.

The period from May 1, 1973 through the months

shown on Exhibit "C" shall constitute Phase I.

-8-




B. PHASE II: It is contemplated that after the unitized
formation has been reasonably repressured by the injection of gas
produced from lands outside the unit area, there will be withdrawals
from time to time. Unit operator shall install and at all times
operate and maintain metering eguipment and other facilities approved
by the Commissioner 50 that an accurate cumulative account can be
kept of the guantity of gas gas as well as the total number of British
Thermal Units in the gas injected into the unitized formation through
the existing wells. Operator shall also keep an accurate cumulative
account of the total number of British Thermal Units in all gas with-
drawn from the unitized formation.

Operator shall also install, operate and maintain at
all times the necessary separation equipment to separate the gas
from the liquid hydrocarbons produced in connection with the with-

drawal of gas from the respective wells, as well as all other related

equipment which may be required to transfer all liguids so separated.

Operator shall cause monthly analyses by chromatograph
or other mutually acceptable method 6f all the gas injected into or
withdrawn from the reservoir in order to compute the net change in
British Thermal Unit content.

Operator shall pay royalties to the state at the rates
provided in the respective leases on all liquid hydrocarbons which
are separated from the gas withdrawn and allocated to the respective
tracts in accordance with the percentages of participation set forth
on Exhibit "B" regardless of the time said gas is withdrawn. 1In
addition, should the total cumulative British Thermal Units in the

gas withdrawn exceed the total British Thermal Units in the gas




injected plus the pre-determined number of British Thermal Units iq
the remaining primary gas reserves and for which the state has been
or will be paid during Phase I, then operator shall pay royalties on
said increase in British Thermal Units at the prevailing market price
in Lea County, New Mexico as set by the Federal Power Commission for
gas of like quality. Payment for British Thermal Unit enrichment

as set forth herein shall be made on a monthly basis as the result

of the chromatograph analyses.

In addition to the rental and royalty provided in the leases
covering the respective tracts beginning with the first of the month
following the end of Phase I as shown on Exhibit "C" unit operator
shall pay an annual storage fee or rental of $1.00 per acre plus
1/2¢ per thousand cubic fee of gas withdrawn from the reservoir,
which shall be allocated to the respective leasehold interests on
the basis of the percentage of participation set forth on Exhibit "B".
Said storage fee or additional rental of $1.00 per acre shall be paid
during the month of February of each year and the 1/2¢ per thousand
cubic feet for gas withdrawn shall be based on the monthly withdrawls,
payments to be made in the month following the month in which with=-
drawals are made.

All gas produced from the lands outside the unit area and
injected into the unitized formation, as well as all primary gas if,
as and when produced, except for the payments to be made to the state
in accordance with Phase I, may be withdrawn from the unitized forma-
tion from time to time royalty free except as to any enhancement in
value through an increase in British Thermal Units. Notwithstanding
the above, royalty shall be paid on all liguid hydrocarbons separated
from gas withdrawn.

12. LEASES AND CONTRACTS CONFORMED AND EXTENDED. The terms,

conditions and provisions of all leases, subleases, operating agree-

ments and other contracts relating to the exploration, drilling,

~-10-
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development or operation for oil or gas of the lands committed to
this agreement shall, as of the effective date hereof, be and the
same are hereby expressly modified and amended insofar as they apply
to lands within the unitized area to the extent necessary to make
the same conform to the provisions hereof and so that the respective
terms of said leases and agreements will be extended insofar as neces-—
sary to ceoincide with the term of this agreement and the approval of
this agreement by the Commissioner and the respective lessees shall
be effective to conform the provisions and extend the term of each
such lease as to lands within the unitized area to the provisions
and term of this égreement; but otherwise to remain in full force and
effect. Each lease committed to this agreement, insofar as it applies
to lands within the unitized area, shall continue in force beyond
the term provided therein so long as this agreement remains in effect.
Termination of this agreement shall not affect any lease which pur-
suant to the terms thereof or any applicable laws would continue in
full force and effect thereafter. The continued operation or pro-
duction of a well or wells for unitized substances on tha unit area
or for gas storage purposes shall be construed and considered as the
continued operation or production on each of the leasehold interests
committed to this agreement and operations or production or gas storage
pursuant to this agreement shall be deemed to be operations upon and
production from each leasehold interest committed hereto and there
shall be no obligation on the part of the unit operator or ary of the
owners of the respective leasehold interests committed hereto to drill
offsets to wells as between the leasehold interests committed to this
agreement.

Any lease embracing lands of the State of New Mexico having
only a portion of its lands committed hereto shall be segregated as
to the portion committed and the portion not committed and the terms

of such leases shall apply separately as to such segregated portions

-11-
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commencing as of the effective date hercof. DINotwithstanding any

of the provisions of this agreement to the contrary, any lease
embracing lands of the State of New Mexico having only a portion of
its lands committed hereto shall continue in full force and effect
beyond the term provided therein as to all lands embraced in such
lease if oil and gas, or either of them, are capable of being pro-
duced from or gas is being stared within some part of the unitized
formation covered by the leases committed to this agreement at the
expiration of the secondary term thereof.

13. CONSERVATION: Operations hereunder and production of
unitized substances shall be conducted to pravide for the most
economical and efficient recovery and storage of said substances
without waste, as defined by or pursuant to state laws or regqulations.

14. DRAINAGE: In the event a well or wells producing oil
or gas in paying quantities should be brought in on land adjacent
to the unit area draining unitized substances from the lands embraced

therein, unit operator shall drill such offset well or wells as a

reasonably prudent operator would drill under the same or similar
circumstances.

15. CQVENANTS RUN WITH LAND: The covenants herein shall

be construed to e covenants running with the land with respect to
the interests of the parties hereto and their successors in interest
until this agreement terminates, and any grant, transfer or con-
veyance of interest in land or leases subject hereto shall be and
hereby is conditioned upon the assumption of all privileges and
obligations hereunder by the grantee, transferee or other successor
in interest. No assignment or transfer of any working, royalty or
other interest subject hereto shall be binding upon unit operatocr
until the first day of the calendar month after the unit operator

is furnished with the original, photostatic or certified copy of

the instrument of transfer.

-2~
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commencing as of the effective date hereof. Notwithstanding any
of the provisions of this agreement to the contrary, any lease

g embracing lands of the State of New Mexico having only a portion of
its lands committed hereto shall continue in full force and effect
beyond the term provided therein as to all lands embraced in such
lease if oil and gas, or either of them, are capable of being pro-
duced from or gas is being stored within some part of the unitized
formation covered by the leases committed to this agreement at the
expiration of the secondary term thereof.

13. CONSERVATION: Operations hereunder and production of
unitized substances shall be conducted to provide for the most
economical and efficient recovery and storage of said substances
without waste, as defined by or pursuant to state laws or regulations.

14. DRAINAGE: In the event a well or wells producing oil
or gas in paying guantities should be brought in on land adjacent
to the unit area draining unitized substances from the lands embraced
therein, unit operator shall drill such offset well or wells as a
reasonably prudent operator would drill under the same or similar

circumstances.

15. COVENANTS RUN WITH LAND: The covenants herein shall

be construed to be covenants running with the land with respect to
the interests of the parties hereto and their successors in interest
until this agreement terminates, and any grant, transfer or con-
veyance of interest in land or leases subject hereto shall be and
hereby is conditioned upon the assumption of all privileges and
obligations hereunder by the grantee, transferee or other successor
in interest. No assignment or transfer of any working, royvalty or
other interest subject hereto shall be binding upon unit operator
until the first day of the calendar month after the unit operator

is furnished with the original, photostatic or certified copy of

the instrument of transfer.
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16. EFFECTIVE DATE AND TERM: This agreement shall become

effective as of April 25, 1973 upon approval by the Commissioner and

EA:§ shall remain in effect so long as unitized substances are being pro-
duced from or stored within the unitized formation. This agreement
may be terminated at any time by not less than seventy~five per cent
(75%) on an acreage basis of the owners of working interests signa-
tory hereto with the approval of the Commissioner.

17. RATLC OF PROCUCTION: All production and the disposal

thereof shall be in conformity with allocations, allotments and
guotas made or fixed by the Commission and in conformity with all
applicable laws and lawful regulations.

18. APPEARANCES: Unit operator shall, after notice to other
parties affected, have the right to appear for and on behalf of any
and all interests affected hereby before the Commissioner of Public
Lands and the New Mexico 0il Conservation Commission, and to appeal
from orders issued under the regulations of the Commissioner or Com-
mission or to apply for relief from any of said regulations or in
any proceedings on its own behalf relative to operations pending

before the Commissioner or Commission; provided, however, that any

other interested party shall also have the right at his own expense
to appear and to participate in any such proceeding.

19. ©NOTICES: All notices, demands or statements requireéd
hereunder to be given or rendered to the parties hereto shall be
deemed fully given if given in writing and sent by postpaid certified
mail, addressed to such party or parties at their respective addresses
set forth in connection with the signatures hereto or to the ratifi-
cation or consent hereof or to such other address as any such party
may have furnished in writing to party sending the notice, demand
or statement.

20. UNAVOIDABLE DELAY: All obligations under this agreement

requiring the unit operator to produce unitized substances from or

~13-




store gas within the unitized formation 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,

war, acts of God, federal, state or municipal law or agencies, un-
avoidable accidents, uncontrollable delays in transportation, inability
to obtain necessary materials in open market, or cther matters beyond
the reasonable control of the unit operator, whether similar to matters
herein enumerated or not.

21. LOSS OF TITLE: 1In the event title to any tract of unitized

land or substantial interest therein shall fail and the true owner
cannot be induced to join the unit agreement so that such tract is not
committed to this agreement or the operation thereof hereunder becomes
impracticable as a result thereof, such tract may be eliminated from
the unitized area, and the interest of the parties readjusted as a

result of such tract being eliminated from the unitized area. In the

event of a dispute as to the title to any royalty, working or other
interest subject hereto, the unit operator may withhold payment or
delivery o the allocated portion of the unitized substances involved
on account thereof without liability for interest until the dispute

is finally settled, provided that no payment of funds due the State of
New Mexico shall be withheld. Unit operator as such is relieved from
any responsibility for any defect or failure of any title hereunder.

22. RE-NEGOTIATION OF STORAGE OR RENTAL FEE: The gas storage

fee paid on gas withdrawn under Section 11B shall be valid for a period
of three (3) years from the effective date of this agreement. During
the final year of the first three (3) year period that this agreement

is in force the fee set out in Section 11B shall be re-negotiated
between the parties hereto, each such re-negotiated rate to be in effect
for the succeeding five (5) year period. 1If the parties hereto are

unable to agree to re-negotiated new fees sixty (60) days prior to the
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expiration of the first three (3) year period and at least sixty

{60) days prior to the first day of any such succeeding five (5)

vear period, payment of the fees on the basis of prior rates shall
continue and this agreement shall terminate upon expiration of not
more than two (2) years from said first day (during which time the
parties hereto may remove the metered and injected gas not previously
withdrawn and eguipment and facilities installed under this agreement)
unless during such two (2) year period the parties hereto agree upon
a re-negotiated rate to be effective retroactively to said first day.
Any gas or facilities not then removed by the termination date shall
become the property of the State of New Mexico if it so elects.

23. HOLD HARMLESS CLAUSE: Notwithstanding any of the pro-~

visions contained herein, unit operator shall save, hold and protect
the Commissioner of Public Lands and the State of New Mexico harmless
from all claims and liabilities of whatsoever kind, nature or descrip-
tion arising from or growing out of operations carried on by unit
operator pursuant to this agreement.

24. COUNTERPARTS: This agreement may be executed in any
number of counterparts, no one of which needs to be executed by all
parties, or may be ratified or consented to by separate instrument
in writing specifically referring hereto, and shall be binding upen
all those parties who have executed such a counterpart, ratification
or consent hereto with the same force and effect as if all such parties
had signed the same document and regardless of whether or not it is
executed by all other parties owning or claiming an interest in the
lands within the above described unit area.

IN WITNESS WHEREOF, the undersigned parties have caused this
agreement to be executed as of the respective dates set forth opposite

their signatures.

Date: June 7, 1973

Address: P, 0. Box 1320

Hobbs, New Mexico 88240

-15-
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LESSEES OF RECORD

L g OMBAMRE LLﬂNO, INC.

EZ'LST.' i SHE]
: s 7" 4
. //L (j// _TP;/_‘,é,G" (-( BY

] iceg N W
Date:_ 8 Zz zz Z 3 Address: P. 0. Box 1320

Hobbs, New Mexico 88240

ATTEST: GULF OIL CORPORATION

3 )‘r-\-..LﬁA B NN
ASST. " Secretary (f Attorndy-in-Fa —

Date: J-Te=177 Address: P, 0, Box 1150 .
Midland, TX 7970} Cﬁp

rom A

ATTEST: TEXACO INC. 7
‘¥

By  SEE PAGE 16-A
Secretary President
Date: Address:

STATE OF NEW MEXICO )
: S8
COUNTY OF LEA )

The foregoing instrument was acknowledged before me this 7th
day of June 1973 by R. F. Montgomery President of
Llano, Inc., a New Mexico corporatfon, on behalf of said corporation.

. ,r'

My Commission Expires: \4 L 7N el
October 30, 1976 }lotary Pu‘b‘.LJ.c /

STATE OF NEW MEXICO )
! S8
COUNTY OF LEA )

he foregoing instrument was acknowledged before me this JR

day of w_ 1973 by R. F. Montgomery , President
of Sheid~ g%a-Gci}l{?a-ny, aNBéﬂga‘re corporation, on behalf
of said corporation. ’ ‘

1CO

My Commission Expires:
Notary Public

STATE OF TEXAS )
T S8
COUNTY OF MIDLAND )

The foregoing instrument was a knowledged before me this 30
day of 1973 by Lt : , Attorney-in-fact
of ulf 0il Corporation, a Pennsylvanla corporation, on
behalf of said corporation.

My Commission Expires:

%.4_
e-\-1s Notaly Gublic
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CONSENT AND RATIFICATION
GRAMA RIDGE MORROW UNIT AGREEMENT
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO

The undersigned hereby acknowledges receipt of a copy of the
Unit Agreement for the Development and Operation of the Grama
Ridge Morrow Unit Area embracing lands situated in Lea County,
New Mexico, which is dated the 25th day of April, 1973, and
further acknowledges that the undersigned is familiar with the
terms and conditions thereof. As to unitized substances in the
unitized formation defined in said Unit Agreement, the undersigned
owns no interest whatsoever. However, the undersigned does own
the official record title to an oil and gas lease from the State
of New Mexico as lessor, which lease is more particularly described
in said Unit Agreement. Said lease is subject to certain operating
rights and working interest owned by another. The undersigned
understands that the owner of said operating rights and working
interest desires to commit the same to said Unit Agreement. Pursuant
to policies and practices of the State Land Office for the State
of New Mexico, the Commissioner of Public Lands for the State of
New Mexico requires consent and joinder of the offical record
title holders or lessees of record of State of New Mexico oil and
gas leases before the Commissioner will approve the above Unit
Agreement. In its capacity as owner of the official record title,
or as lessee of record, to a State of New Mexico oil and gas lease,
and in that capacity only, and as an accommodation to said owner of
operating rights and working interest under said lease, the under-
signed desires to consent, ratify and join in the execution of said
Unit Agreement., By these presents the undersigned does hereby
consent to said Unit Agreement and ratifies all of the terms and
provisions thereof exactly the same as if the undersigned had
executed the original of said Unit Agreement, or a counterpart
thereof, in the undersigned's capacity as official record title
holder or lessee of record of a State of New Mexico o0il and gas
lease,

IN WITNESS WHEREOF, this instrument is executed by the under-
signed as of the date set forth opposite the signature.

Date: M,Z{ /P /273 TEXACO INC. )
77 S o
/ By s oo ,(&._',/ Vel o1
" ATIORNEY-IN-Fapy . .
STATE OF TEXAS ) Y
) o oo

8s.
COUNTY OF MIDLAND )
The fijegoi g instrument was acknoyledged before me this /7o
day of 4,,Z{; , 1973, by , R
/4 7 of TEXACO INC., a Delaware czgporation,

on behalf of said corporation.
/é:iz:A(fL4«~/ 4ﬁffz242;4iknxu/

Notary Publicc/<

v

)

My Commission Expires:

b - =75

~16-a~




STATE OF )

~ .

COUNTY OF

The foregoing instrument was acknowledged before me thig
day of January, 1973 by

of Texaco Inc., a corporation, on behalf of sSaid cor-
poration.

My Commission Expires:

Notary Public

-17~
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EXHIBIT "B"

GRAMA RIDGE MORROW UNIT AGREEMENT

Overriding Working Int. Percentage
act No. Surface Basic Royalty or Owner and Tract Parti-
0. Description Acres Lease No. Royalty Lessee of Record Prod. Pymt. Percentage cipation

Sk Sec. 3, T. 320.00 B-158-3 12%% Texaco Inc. None Llano, Inc. 100% 24.861

S., R. 34 E.

N% Sec. 3, T. 327.16 E-9141 1253 Shell 0il Company None Llano, Inc. 100% 25.417

S., R. 34 E.

Sk Sec. 34, T. 320.00 E~9659 12%% Gulf 0il Corporation None Llano, Inc. 100% 24.861

S.., R. 34 E.

N% Sec. 34, T. 320.00 K-3592-1 12%% Shell 0il Company None Llano, Inc. 100% 24.861

S., R. 34 E. —_—
otal 1287.16 100.000




EXHIBIT "C"
Composite Royalty Production - BHP/Z Method -~ Grama Ridge Morrow Unit Area, Lea County, New Mexico
1373 o748 1975 1976 1977
Equivalent Equivalent Equivalent Equivalent Equivalent
Gas Gas Gas Gas Gas
Production Production Production Production Production
Month MCF Month MCF Month MCF Month MCF Month MCF
May 1,860 Jan. 1,060 Jan. 810 Jan. 610 Jan. 460
June 1,770 Feb. 1,040 Feb. 790 Feb. 600 Feb. 450
July 1,660 Mar. 1,010 Mar. 775 Mar. 590 Mar. 445
Aug. 1,590 April 990 April 750 April 575 April 430
Sept. 1,510 May 960 May 740 May 550 May 425
Qct. 1,450 June 950 June 710 June 540 June 410
Nov. 1,380 July 925 July 700 July 525 July 400
Dec. 1,090 Aug. 900 Aug. 690 Aug. 510 Aug. 395
Sept. 890 Sept. 675 Sept. 500 Sept. 390
Total 12,310 Oct. 860 Oct. 650 Oct. 495 Oct. 375
Nov. 840 Nov. 640 Nov. 490 Nov. 370
Cum. 12,310 Dac. 825 Dec. 625 Dec. 475 Dec. 360
Total 11,250 Total 8,555 Total 6,460 Total- 4,910
Cum. 23,560 Cum. 32,115 Cum. 38,575 Cum. 43,485
1978 1979
Equivalent Egquivalent
Gas Gas
Production Production
Month MCF Month MCF
Jan. 350 Jan. 270
Feb. 345 Feb. 270
Mar. 340
April 330
May 325
June
July
Aug.
Sept.
Oct.
Nowr.,
Dec.
Cum. Cum. 47,770 ~




Unit Name GRAMA RIDGE MORROW UNIT(SECONDARY RECOVERY AND GAS STORAGE) % m\
Operator  Llano, Inc. -
County Lea
. 4895 &
DATE OCC CASE NO.4B96 FFFECTIVE TOTAL . SEGREGATION
_APPROVED _ _  __OCC ORDER_NO wlMMMw & DATE ACREAGE STATE FEDERAL INDIAN-FEE CLAUSE TERM
R- . .
Commissionet 4-25-73 1,287.16 1,287.16 ~0- ~-0- Yes 5 yrs.
B go73 1-29-73 & _
3-16-73
UNIT AREA

ENLARGEMENT

TOWNSHIP 22 SOUTH, RANGE 34 EAST NMPM
Section 3: All

All Section 33-218-34E

STATE LANDS= S/2, NW/4, N/2NE/4, SE/4NE/4

TOWNSHIP 21 South, Range 34 EAST NMPM

Section 34: All
Section 33: All (ENLARGEMENT)




Unit Name GRAMA RIDGE MORROW UNIT (Secondary Recovery and Gas Storage)

Operator Llano, Inc,

County Lea
STATE LEASE INSTI~ RATIFIED ACREAGE
TRACT NO. NO. TUTION SEC. TWP. RGE, SUBSECTION DATE ACRES NOT

RATIFIED LESSEE

1 B-158-3 C.S. 3 228 34E s/2 7-18-73 320.00 Texaco Inc.
2 E-9141 C.S. 3 228 34E N/2 6-7-73 327.16 Llane, Inc.
3 E-9659 c.s. 34 218 J4E 5/2 7-20-73 320,00 Gulf 011 Corporation
4 K-3592-2 C.S. 3% 21s 34E N/2 6-7-73 320.00 Llano, Inc.
5 .E-7574-1 cC.s. 33 218 34E s/2, WW/4, N/2NE/4, SE/4NE/4 11-29-76 600.00 Wilson 01l Company and

(ENLARGEMENT)

Frances P. Bolton,dba
Wyoming 01l Company




A REVIEW

FOR THE

UNDERGROUND STORACE OF GAS
IN THE GRAMA RIDGE MORROW UNIT

LEA COUNTY, NEW MEXICO

December, 1972




I. INTRODUCTION

Llano, Inc., a New Mexico Corporation with offices in Hobbs,
New Mexico, desires to form an undergrouﬁd gas storage facility to
include the State GRA No, 1 and State GRB No. 1 wells in the Morrow Sand
Formation of the Grama Ridge Field. The object of this review is to

determine the feasibility of storage in the two-well area,
II. SUMMARY

The Grama Ridge Field is located in Southeastern‘New Mexico
approximately 18 miles west of the Eunice townsite (as shown in Fig. 1).
The field was discovered in June, 19635 by the Shell 0il Company = Federal
"GR" No. 4-1, The reservoir is the Morrow Sand Formation at approximately
13,000 feet and consists of numerous sandstone members that are irregularly
interbedded with impermeable shales, Cross-sections indicate that any
individual sand is not continuous throughout the field and, therefore, com=
munication between wells is not thought to be prevalent, The proration
spacing is 640 acres per well,

Areal extent of the proposed storage unit is 1280 acres, The
effective reservoir volume under this suxrface area is estimated to be 13,220
acre~feet,. Original gas~in-place was established from rate-time extrapolations.
The reservoir was considered to be 85 percent depleted of original gas-in-placé

at abandonment.



Cumulative equivalent gas volumes within the proposed storage
unit are as follows:
15,65 billion cubic feet originally-in-place
13,32 billion cubic feet of recqverable gas
13,05 billion cubic feet cumulative (est,) to 1/1/73
The storage system can be pressure monitored in offset well and
enlarged if communication is evident.

24

ITI. CONCLUSIONS

1. The producing mechanism is by gas expansion,.
2, Ultimate primary recovery on the State GRA No., 1l and State
(”%? GRB No, 1 is estimated at 13,32 billion standard cubic feet of equivalent
; gas which is 85 percent of the 15.65 billion standard cubic feet of equiva-
lent gas~in-place,
3. Remaining estimated primary production as of 1/1/73 will be
0.276 billion standard cubic feet of equivalent gas which is approximately
2.1% of the recoverable 13.32 billion standard cubic feet,
4, The reservoir does not have sufficient hydrocarbons to
support economical secondary operations.
5. No production anomalies exist to justify future development,
6. Volumetric calculations show a limited reservoir.
7. The geological interpretation shows a limited stratigraphic

trap,

“2a



§. The reservoir 1s useable for the storage of gas in view
of the limited volume, depletion state and geologic nature.
9. Pressure monitoring in offset walls will determine if ex~

pansion is needed due to communication.

IV, RECOMMENDATIONS

l. Contract with the Commissioner of Public Lands for under-
ground gas storage under the state area as shown outlined by Map l(attached).

2, Utilize the interval to extend from the top of the Morrow
Clastics to the base of the Morrow Marker Zone as shown on type log

(Fig. 2).

V. DISCUSSION

Storage Area

The proposed storage area is as shown on Map 5.

Vertical Limits of Storage

The vertical interval proposed for storage utilization is from
the top of the Morrow Clastics to the base of the bottom Marker Zone as
shown on type log (Fig. 2).

Performance Data

Table No, 1 is a summary of the data from the State GRA No., 1

-3-




and State GRB No. 1 wells., Completion and production data was obtained
from the 0il Comservation Commission files in the Hobbs, New Mexico office,
Other data is as follows:

(a) Completion Sands

(b) Equivalent Cumulative Gas Production

(c) Equivalent Ultimate Gas Production

(d) Calculated Flow Capacity From 4-Point Test
r

Geology

(a) Structure - As contoured on top of the Morrow Clastics,
the area is reflecting structural relief with southwest nosing (see Map 2).
(b) Morrow Sands = The sand development indicates five correlable
zones between wells that vary from O to 60 feet in gross thickness with
up-structure thinning, The sands are extremely irregular and non-continuous
in nature and are embedded in a shale matrix, Permeability pinch~outs occur
with increased shaliness toward the sand/shale facies, Cross-section No, 1
shows the five correlable zones as A, B, C, D and E, The sands in these
zones are perforated for the most part where test data indicated permea-
bility., The sand irregularity is apparent in the cross=-section and it is
thought that communication between wells is not prevalent, Fig. No. 2 is
a typical gamma~ray sonic log of the Morrow Formation.

Original Gas~In-Place

The original gas~-in-place under the State GRA and GRB leases
was calculated to be 15,65 billion standard cubic feet by considering the

summation of the individual well rate-time production extrapolations to




be 85 percent of the original gas-in-place,

Volumetric calculations based on this original gas-in-place of
15.65 billion cubic feet indicates an average effective pay thickness of
10,32 feet with the parameters as shown below.

Average Porosity 10%

Water Saturation 20%

Ultimate Equivalent Primary Gas

Priduction 13.21 BCF
Initial Reservoir Pressure - 7500 PSI
Reservoir Temperature 182°F
Spacing (2 wells) 1280 Acres

Primary Recovery

Cumulative production to January 1, 1972 from the State GRA No., 1

was 6,830,087 MCF of gas and 20,315 barrels of condensate and from the

State GRB No, 1l it was 5,777,279 MCF of gas and-23,412 barrels of condensate,
Using an estimate of 3500 SCF/STBO the condensate production when converted
to equivalent gas production is 0.153 BCF, Ultimate primary equivalent gas
production has been estimated at 13.32 billion cubic feet of gas by extra-
polating the individual lease rate-time decline curve to an economic limit
of 5300 per well per month, This ultimate primary gas production represents
an empirical recovery of 85 perceﬁt of the original 15.65 billion standard
cubic feet of gas~in~place estimated under the State GRA and State GRB

leases,

-5~




Plan of Operation

The day to day operation of the storage facility will depend
on market demand and wellhead obligations. The availabilit; of under-
ground storage facility will enable Llano to operate its pipeline system
near 100 percent annual capacity. During low demand periods, gas in
excess of market requirements will be injected into storage. This "stored
gas' would then be available for use in periods of peak demand with con-
trolled deliverability.

Gas will be injected into the State GRA No, 1 and State GRB
No. 1 wells after they have been converted for injection purposes, When
there is a demand for the stored gas the injection wells will become with-
drawal wells until the demand is met,

It 1s anticipated that 13 billion cubic feet will be the maximum
storage capacity at a shut-in wellhead pressure of 6000 psi, This facility
will enable Llano's pipeline system to operate at or approaching a 100

percent load factor which will enable Llano to maintain a more efficient

operation.
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LLANO, INC.
P.0. BOX 1320
HOBBS, NEW MEXICO 88240

To: New Mexico State Land Office New Mexico 071 Conservation noaaﬂmm*osc\ New Mexico 0i1 Conservation Commission
P.0. Box 1148 P.0. Box 2088 P.0. Box 1980
Santa Fe, New Mexico 87501 Santa Fe, New Mexico 87501 Hobbs, New Mexico 88240
Attn: Qi1 & Gas Department Attn: Mr. Joe Ramey Attn: Mr. Jerry Sexton

Mr. Alex Armijo

Gentlemen:

In accordance with New Mexico 0i1 Conservation Commission Order No. R-4491 and Unit Agreement for the Operation of the Grama Ridge Morrow Unit Area,
Lea County, New Mexico, Llano, Inc. hereby submits the following Report:

GRAMA RIDGE MORROW UNIT

FOR THE MONTH OF July 1976 MCF VOLUMES @ 15.025# pb.
Accumulated
Accumulated Accumulated Gas Balance Gas Balance
Gas Injected Gas _Injected Gas Withdrawn Gas Withdrawn (Inj.-Withdrawn) (Inj.- Withdrawn)
MCF MMBTU MCF MMBTU {1 MCF MMBTU MCF MMBTU MCF MMBTU MCF MMBTU -
GRA
150,083 160,698 4,545,850 4,783,337 24,593 26,333 186,352 196,643 125,490 134,365 4,359,543 4,586,694
GRB
103,216 110,516 2,472,232 2,614,767 36,821 38,406 198,774 | 209,124 66,395 72,110 2,273,458 2,405,721
Totals
253,299 271,214 7,018,082 7,398,104 61,414 64,739 385,126 405,767 191,885 206,475 6,633,001 6,992,415
- Dist: JFM . A
CCM Remarks: Initial Injection 4/26/73 Prepared w« \Wu A e\ \ VA

\ TUCO-JC
_ File Verified By \%Il EINB|V
gzﬂxverhhVozmAxucrmAxvaug
m. .\ut‘ H B




1 3
. Unit Name (RAMA RIDGE MORROW UNIT(SECONDARY RECOVERY AND GAS STORAGE) %% O
Operator Llano, Inc.
County Lea L .
: o Y2
. 4895 & e 7 AR
DATE OCC CASE NO.4896 EFFECTIVE TOTAL SECREGATION
APPROVED QCC _ORDER_NO. R-4473 & DATE ACRFAGE STATE FEDERAL INDIAN-FEE CLAUSE TERM
Commissioner R-4491 4-25-73 1,287.16 1,287.16 -0~ ~0- Yes 5 yrs.
82779 1-29-73 &
3-16-73
UNIT AREA

TOWNSHIP 22 SOUTH, RANGE 34 FAST NMPM
Section 3: All

TOWNSHIP 21 South, Range 34 EAST NMPM
Section 34: All




Unit Name

GRAMA RIDGE MORROW UNIT (Secondary Recovery and Gas Storage)

Operator Llano, Inc,

County Lea
STATE LEASE  INSTI- RATIFIED ACREAGE
TRACT NO.  NO. TUTION SEC. TWP. RGE. SUBSECTION DATE ACRES NOT

RATIFIED LESSEE

1 B-158-3  C.S. 3 225 3UE s/2 7-18-73 320.00 Texaco Ine,
2 E-9141 C.s. 3 228 34E N/2 6~7-73 327.16 Llano, Inc,
3 E-9659 C.S. 34 218 34E s/2 7-20-73 320,00 Gulf 011 Corporation
4 K-3592-2  C.S. % 21S  UE N/2 6-7-73 320.00 Llano, Inc.




CERTIFICATE OF APPROVAL

BY COMMISSIONER OF PUBLLC LANDS, STATE OF NEW MEXICO

AMENDMENT OF UNIT AGREEMENT
GRAMA RIDGE-MORROW UNIT

LEA COUNTY NEY MEXTICO

There having been presented to the undersigned Commissioner of Public Lands
of the State of New Mexico for examination, the attached Amendment of Unit Agree-
ment for the development and operation of the Grama Ridge-Morrow Unit Area, Lea
County, New Mexico for the purpose of expanding the Unit Area.

The attached Amendment of Unit Agreement was entered into as of September
1, 1976 by and between the parties to the original Unit Agreement for the purpose
of expanding the unit area to include all of Section 33, Township 2] South, Range
34 East, N.M.P.M. The Amendment also ratifies and confirms the Orjginal Unit
Agreement as amended and upon examination of said Amendment, the Commissioner
finds:

(a) That such Amendment to this Agreement will
tend to promote the conservation of ojl and
gas and the better utilization of reservoir
energy in said area.

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

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

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

NOW, THEREFORE, by virtue of the authority conferred upon me under Sections
7-11-39, 7-11-40, 7-11-41, 7-11-47, and 7-11-48, New Mexico Statutes Annotated, 1953
Compilation, I, the undersigned, Commissioner of Public Lands of the State of New
Mexico, for the purpose of more properly conserving the oil and gas resources of the
State, do hereby consent to and approve the said Amendment, and any leases embracing
lands of the State of New Mexico within the area shall be and the same are hereby
amended to conform with the terms and conditions of said Agreement. This approval
is subject to all of the provisions of the aforesaid statutes.

IN WITNESS WHEREQF, this Certificate of Approval is executed, with seal affixed,
this 26th, day of January , 1977.

- COMMISSIONER OF PUBLIC LANDS
Of the State of New Mexico




AMENDMENT TC UNIT AGREEMENT
FOR OPERATION OF THE GRAMA
" RIDGE~MORROW UNIT AREA
LEA COUNTY, NEW MEXICO

THIS AMENDMENT entered intc as of the first day of September,
1976, by and between the parties subscribing, ratifying ox consenting
hereto and herein referred to as the "parties hereto'.

WHEREAS, as of April 25, 1973 the Unit Agreement for the
Operation of the Grama Ridge-MOrrow Unit Area was entered into by and
between Llano, Inc. as unit operatcr and as & working interest owner
and by Gulf 0il Corporation and Teraco Inc. ag record title owners of
oil and gas leases embracing lands in the unit area, which said agree-
ment was approved by the Commissioner of Public fLands of the State of
New Mexico, herein referred to as fCommissioner", on August 27, 1973,
and

WHEREAS, the original unit agreement: covered all of Section
34, Township 2; South, Ranée 34 East and all of Section 3, Township
22 South, Range 34 East and was entered into for the purpose of
formulating and putting into effect a secondary recovery and gas
storage project as to the Morrow formation which was unitized under
said agreement and which is specifically defined in Section 3 thercof,
and

WHEREAS, the unit operator has injected gas into wells
located on the unit area whichhas resulted in a pressure increase
in the South Wilson Deep Unit No. 1 gas well producing from the
unitized formation located in the NW%SE% Section 33, Township 21
South, Range 34 East and has likewise resulted in an increase in
pressure in the Llano Federal GR-4 No. 1 Morrow gas well located in
the SE%SE%NW% Section 4, Township 22ASouth, Range 34 East and such
communication indicates that said wells are located in the same

reservoir as the two gas wells within the unit area, which wells

EXHIBIT B




have been used for the injection and withdrawal of gas pursuant to
the terms of said unit agreement, and

WHEREAS, it now appears that the Morrow gas rescrvoir underc-
lies Sections 33 and 34, Township 21 South, Range 34 Fast and Sections
3 and 4, Township 22 South, Range 34 Fast, und

WHEREAS, all of Section 33 is ownad by the State of New Mexico
except the SWYNE% of said section which is fee land and the minerals
underlying said 40 acres, subject to the existing lecase, are owned
32.37% by Don E. Gridley and wife, Alice FP. Gridley, John E. Bossexrman
and wife, Carol Jean Bosserman and 67.63% by The Merchanti. Livestock
Company, and

WHEREAS, all of Section 4, Townéhip 22 South, Ranye 34 East
is federal land and Llano, Inc. hag entered into an agreement with
the United States, acting by and through the Secretary of the Intexior,
effective as of November 1, 1975 for the storage of gas in the Morrow
formation which is unitized under the terms of said unit aygreement.
Said gas storage agreement with the United Statés recognizes that the
gas reservoir underlies the 4 sections hereinabove referred to and
also prbvides that all injection and withdrawal fees payable to the
United States shall be based upon 1/4 of all gas injected or with-
drawn from the reservoir through any wells located on the 4 sgections
above referred to, and

WHEREAS, it is the purpose of this amendment to expand the
unit area to include all of Section 33, Township 21 South, Range 34
East so that the unit agreement, taken intoc consideration with the
gas storage agreemeht with the United States covering Section 4, will
cover the entire reservoir, and

WHEREAS, the unit agreement recogniied that there was still
some primary gas and liquid hydrocarbons left in the unitized forma-
tion when the unit agreement was entered into and said agrecement pro-
vided for the payment of royalty thereon on a monthly basis beginning
in May, 1974 through February, 1979 and the unit operator has agreed

to pay in full all royalty payments provided for in Exhibit "C"




~

- attached to the unit agreement, as well as the royalty for the
: :b remaining 318,519 MCF of primary gas and the liquid hydrocarhons
attributable thereto underlying said Section 23 (15/16 of which is
to be allocated to Tract 5 and 1/16 to Tract 6 shown on Exhibit “B")
so that Phase I provided for in Section 1ll(a) of th:original agree~
ment will no longer be applicable; and
WHEREAS, the parties are desirous of amending said unit
agreement to provide for the same gas injection and withdrawal fees
{on an average basis) as are provided under the terms of the gas
storage agreement with the United States covering Section 4 as to
1/4 of the gas injected and withdrawn from said reservoir; subject,
however, to the right of the unit operator to withdraw_éas previously
injected from extraneous sources up to and iﬁcluding August 31, 1976
amounting to 6,727,987 MCF at a prcssure base of 15.025 psia withoﬁt
payment of withdrawal fees as to any portion thereof withdrawn priox
to March 1, 1979.

NOW, THEREFORE, in consideration of the premises, the parxties

hereby mutually agree that the Unit Agreement for the Operation of
the Grama Ridge?Morrow Unit Area shall be and ig hereby amended as
hereinafter set forth:
1. Section 1 of the unit agreement is amended as follows:
1. UNIT AREA: The following described land is hereby
designated and recognized as constituting the unit area:
Township 21 South, Range 34 East, N.M.P.M.
Section 33 ~ All
Section 34 - All
Township 22 South, Range 34 East, N.M.P.M.

Section 3 - All
containing 1,927.16 acres, more or less

Exhibit "A" attached hereto is a map showing the unit area
and the boundaries and identity of tracts and leases in said area to
the extent known to the unit operator. Exhibit "B" attached hereto
'is a schedule showing to the extent known to the unit operator the

"N,
acreage, percentage and kind of ownership of o0il and gas interests




in all lands in the unit area. However, nothing hercin or in said
schedule or map shgll be construed as a representation by any party
hereto as to the ownershin of any interest other than such interest
or interests as are shown on said map or schedule as owned by such
party. Exhibits "A" and "B" shall be revised by the unit operator
whenever changes in ownership in the unit area render such revisions
necessary or when requested by the Commissioner.

All land committed to this agreement shall constitute land
referred to herein as "unitized land” or "land subject to thig agree-
ment" .

2., Section 9 of the unit agreement is amended ag follows:

9. PURPOSE OF UNIT AND PLAN OF OPERATION: It is recog-

nized and agreed by the parties hereto that the unitized formation as
to all of the lands subject to this agreement is reasonably proven to
be productive of unitized substances or necessary for unit operations
and that the object and purpose of this agreement is to formulate

and put into effect: a secondary recovery and gas'stoxage project in
order to effect the greatest economic recovery of unitized substances,
prevent waste and conserve natural resources consistent with good
engineering practices expected of a prudent operator. The parties
hereto agree that the unit operator may, subject to the approﬁal of

a plan cf operation by the Commissioner, inject gas produced from
lands other than the unit area into the unitized formation through

the following wells for secondary recovery and storage purposes:

Shell 0il Company State GRA Well No. 1 -~ SW4%NW)% Section 3
Township 22 South, Range 34 East (Llano, Inc. operator)

Shell State GRB Well No. -~ NW4%SWX% Section 34, Township 21
South, Range 34 East (Llano, Inc. operator)

South Wilson Deep Unit No. 1 well ~ NW%SE% Section 33,
Township 21 South, Range 34 East (Llano, Inc. operator)

Llano Federal GR~4 No. 1 Morrxow - SEXSE4XNWY% Section 4,
Township 22 South, Range 34 East (Llano, Inc. operator)




Unit operator shall furnish the Commissioner, hetween the first and
{ j% twenty~fifth of each month, reports showing the amount of gas produced
and injected into the unitized formation for the preceding month.
Unit operator shall have the right to rework o) recondition
the wells now located on the unit area or to drill additional wells
to inject gas into or produce gas from thc gas storage resexrvoir
area to the extent that such work shall be approved by the Commissioner
as necessary or incident to the rights granted to unit operator pur-—
suant to this agreement. Unit operator shall conduct all operations
hereunder in accordance with all applicable laws and regulations and
shall comply with all the terms and éonditions of the respective
leases.

A plan of operation shall be filed with the Commissioner
concurrently with the filing of this unit agreement for final appﬁoval.
Said plan of operation and all revisions therecof shall he as complete
and adequate as the Commissioner may determine to be necessary in
connection with operations hereunder. Upon approval of thiz agree-

ment and the aforementioned plan of operation by the Commissioner,

said plan and all subsequently approved plans shall constitute the
operating obligations of the unit operator under this agreenment for
the period specified in the plan. Thereafter, from time to time
before the expiration of any existing plan,; the unit operator shall
submit for approval a plan for an additional specified period of
coveration. Reasonable diligence shall be exercised in compiying
with the obligations of the approved plan of operation. The unit
operator shall furnish to the Commissioner, within 30 days from the
expiration of each 6 month period, a report giving full factual

information as to the manner in which the plan in effect for such

If the unit operator should fail ‘to comply with any approved

plan of operation or supplement to or modification thexeof, this

period has been carried out. .




agreement may be terminated by the Commissioner; provided, however,
!_;? the Commissioner shall give notice to the unit operator and the lessees

of rgcord in the manner prescribed by Section 7-11-14 N_M.S.A. 1953
of intention to cancel because of any alleged bhreach of said plan
of operation and any decision entered therein shall be subject to
appeal in the manner prescribed by Section 7-11-17 N.M.S.A. 1953; and
provided, further, in any event unit operator shall be given a recason-
able opportunity after a final determination within which to remedy
said default, failing in which this agreement shall be terminated.

3. Section 10 of the unit agreement is amended as follows:

10. TRACT PARTICIPATION: For the purposes of this agree-

(yent "extraneous gas" shall mean the total amount of gas from other
sourcés injected into the reservoir less the amount which has bheen
withdrawn. Any gas produced in excess of the extraneous gas injected
prior to or after the effective date hereof shall be considered as
"indigenous gas". All such indigenous gas shall be apportioned to
the tracts within the unit area in the proportions set forth on

Exhibit "B" attached hereto, which is based on the percentage that

the acreage covered by each tract bears to the total acreage within
the unit area. Royalties shall be paid to the State of New Mexico
at the rates provided in the respective leases on all indigenous
gas allocated to such tracts.

4. Section 11 of the unit agreement shall be amended as
follows:

11. GAS STORAGE —- STORAGE, INJECTION AND WITHDRAWAL

FEES:
A. Gas Storage: It is contemplated that the
extraneous gas which has been injected will be withdrawn from time
to time. Unit operator shall be under no obligation to inject ox
withdraw any particular guantity of gas other than such as jt

in its sole discretion deems advisable. Unit operator shall install



and at all times operate and maintain metering equipment and other
facilities approved by the Commissioner so that an accurate cumula-
tive account can be kept of the guantity of gas, as well as the total
number of British Thermal Units in the gas, injected into the unitizcd
formation through the existing wells. Operator shall also kéep an
accurate cumulative account of the total numbei of British Thermal
Units in all gas withdrawn from the unitized formation.

Operator shall also install, operate and maintain at all
times the necessary separation equipment to separate the gas fxom
the liquid hydrocarbons produced in connection with the withdrawal
of gas from the respective wells, as well as all other related equip-
ment which may be required to transfer all liquids so separated,

Operator shall cause monthly analyses by chromatograph or
other mutually acceptable method of all gas injected into or withdrawn
from the reservoir in order to compute the net change in British
Thermal Unit content.

Operator shall pay royalties at the rates provided in the
respective leases on 3/4 of all liduid hydrocarbons which are sepa-—
rated from the gas withdrawn and allocated to the respective tracts
in accordance with the percentages of participation get. forth on
Exhibit "B"; provided, however, operator shall not be required to
pay royalties on that portion of all liquid hydrocarbons which are
separated from the first 318,519 MCF of gas withdrawn subsequent
to the effective date of this amendment as payment for such liquid
hydrocarbons has been included in the payment for the remaining primary
gas underlying said Section 33 referred to in the preamble to this
amendment. In addition, should the total cumulative British Thermal

Units in the gas withdrawn exceed the total British Thermal Units in

the gas injected, then operator shall pay royalties on said increase




in British Thermal Units at the prevailing market price in Lea
County, New Mexico for gas of like quality. PRayment for British
Thermal Unit enrichment as set forth herein shall be made on an
annual basis as determined by the cumulative chromatograph analyses.

B. ' Storage, Injection and Withdrawal »ees: In

addition to the rental provided in the leases covering the respective
tracts, for each year after the effective date of this ucmendment,
unit operator shall pay an annual storage fee of $1.00 per acre for
the number of surface acres owned by the respective surface owners

as shown on Exhibit “C" attached hereto. . Said storage fee shall be
paid in advance during the month of September of each year.

As to all gas injected or withdrawn subsequent to
the effective date of this amendment, unit operatoxr shall pay to the
State of New Mexico an injection fee equal to 47/64 of $.00625 pex
MCF and a ﬁithdrawal feé‘equal to 47/64 of $.00625 per MCF on all
gas injected or withdrawn from the reservoir through any wells located
on the unit area or on Section 4, Township 22 South, Range 34 East
during each calendar month; provided, however, no withdrawal fees
shall be required on 6,727,987 MCF at 15.025 psia for gas injected.
prior to the effective date of this amendment if said gas is withdrawn
prior to March 1, 1979. 1/64 of said in}ection and withdrawal fees
on all of the gas shall be paid to Don E. Gridley and wife; Alice
F. Gridley, John E. Bosserman and wife, Carcl Jean Bosserman, énd The
Merchant Livestock Company in the proportions owned by said parties.
All injection and withdrawal fees shall be paid during the month‘
following the month in which injection or withdrawéls are made.

5. Section 16 of the unit agreement is amended as follows:

16. EFFECTIVE DATE AND TERM: This amendment shall become

effective as of September 1, 1976 upon approval by the Commissioner
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and shall remain in effect so long as unitized substances are being
produced from or stored within the unitized formation. The unit
agreement may be terminated at any rime by not less than seventy-five
(75%) percent on an acreage basis of the owners of working interests
signatory hereto with the approval of the Commissioner.

6. Section 22 of the unit agreement is amended as follows:

22. RE-NEGOTIATION OF INJECTION AND WITHDRAWAL TEES:

The injection and withdrawal fees provided for in Section 11 herecof
shall be effective for a period of 5 years from the effective date

of this amendment; provided, however, that during tbe 4ih year of

the first 5 year period and during the 4th year of ecach successive

5 year period this agreement is in force and effect said fees shall
be subject to re-negotiation between the parties hereto so that said
fees will be commensurate with fees being paid on similar projects,
such re-negotiated rate to be in>effect for the succeeding 5 year
period. If the parties hereto are unable to agree to re-negotate new
fees 60 days prior to the expiration of the 4th year of any 5 year
period,'payment of the fges on the basis of prior rates shall continue
and this agreement shall terminate upon expiration of not moré than

3 years from the expiration of the pfeceding 5 year period. During
said 3 year'period the parties hereto may remove the metered and
injected gas not previously withdrawn and equipment and facilities
installed under this agreement, unless during such 3 year period

the parties hereto agree upon a re-negotiated rate to_be effective

retroactively. Any gas or facilities not then removed by the termination

date shall become the property of the State of New Mexico if it so
elects.

7. COMMITMENT OF INTERESTS TO UNIT AND RATIFICATION OF

OTHER UNIT PROVISIONS: By the execution of this amendment, the

" parties hereto commit to the unit agreement their respective interests

of whatsoever kind, nature or description in and to the unitized forma-
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tion underlying the unit area. Except as amended herein, all of
the other terms and conditions of the original Unit Agreement for
the Operation of the Grama Ridge-Morrow Unit Area shall remain in
full force and effect and are ratified and confirmed by the parties
or by those consenting hereto by separate instrument.

8., COUNTERPARTS: This amendment may be executed in any
number of counterparts, nc one of which needs 0o be executed hy al.l
parties, or may be ratified or consented to by separate instrument
in writing specifically referring hereto, and shail be binding upon
all those parties who have executed such a counterpart, ratification
or consent hereto with the same force and effect as if all such
parties had signed the same document and regardless of whether or
not it is executed by all other parties owning or claiming an interest
in the lands within the above described unit area.

IN WITNESS WHEREOF, the undersigned parties have caused {hia
agréement to be executed as of the respective dates set opposite

QQif signatures.
ARG

ATTEST: |

/

N

. w ) [yJAbeLANQ . C.
N iy o oD,

L h A 1 (
< Laasefun, Secretary—dhu7&¢bg v President—
Date: /S, 24476 " Address: " P, 0. Box 1320~ /-
L Hobbs, New Mex¥co 83240
—

ATTEST: : . GULF OIL CORPORATION
By
Secretary : President
Date: Address: : :
ATTEST: TEXACO INC.
By
Secretary : President
Date: ’ C .Address :
ATTEST: WILSON OIL COMPANY
By
Secretary President
Date: e £ . Address: - - - -
-10-




tion underlying the unit area. Except as amended herein, all of
the other terms and conditions of the original Unit Agreement for
the Operation of the Grama Ridge-Morrow Unit Area shall remain in
full force and effect and are ratified and confirmed by the parties
or by those consenting hereto by separate instrument.

8. COUNTERPARTS: This amendment may be executed in any
number of counterparts, no one of which needs to be executed by all
parties, or may be ratified or consented to by separate instrument
in writing specifically referring hereto, and shall be binding upon
all those parties who have executed‘such a counterpart, ratification
or consent hereto with the same force and effect as if all such
paities 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.

IN WITNESS WHEREOF, the undersigned parties have caused this
agreement to be executed as of the respective dates set opposite

their signatures.

ATTEST: LLANO, INC.
By
Secretary President
Date: Address: C :
f
ATTEST: GULF OIL CORPORATION =
C el coe & SR
e Y
by L E

Ly >
Asst, Secretary Attornev-in-fact \\\j ,//)
Date: . Address: P, O, Box 1150 Loy gt %

Midland, Texas 739741 i1
ATTEST: TEXACO INC.
By
Secretary President
Date: Address: )
ATTEST: WILSON OIL COMPANY
By
Secretary President
Date: " Address: ' ’

-10-




tion underlying the unit arca. Except as amended hercin, all of
the other terms and conditions of the original Unit Agrcement for
the Operation of the Grama Ridge-Morxrrow Unit Area shall remain in

full force aad cffect and are ratificd and confixned by the partics

or by those consenting hereto by separéto instrument.

8. COUNTERPARIS: This amendment may be executed in any

nunbar of counterparts, no one of wnich needs to be excculted by all

parties, or may be ratified or consented to hy separatce instrumont

"in writing specifically referring hercto, and shall be hinding upon

all those parties who have executed such a couvnterpart, ratificaiion

or consent hereto with the same force and effect as if all such

parties had signed the same document and regardless of whether orx

_'not it is executed by all other parties owning or claiming an incorest

in the lands within the above described unit area.
 IN WITNESS WHEREOF, the undersigned parties have caused this

agreement to be executed as of the respective dates set opposite

“their signatures.

. ATTEST: o LLANO, INC.

By . - ) - . .. . . . LTI
Secretary . President
O Address: < - - - :
" ATTEST : o : GULF OIL CORPORATION
By C
Secretary President
Pate: : Addyress: :
APPROVED: B TEXACO jNC.
i~ /7 Lt
Form: \] 5¢ - ' 7 ATiorney-in-Fact
Date: (\N/IVE/NEBER 51978 Address: Box 3109
‘v 7 - Midland, Texas 79701
ATTEST : , ' WILSON OIL COMPANY
Secreotary . President
Date: o ol Addresss - e

~10-




tion underlying the unit area. Except as amcnded herein, all of
the other terms and conditions of the original Unit Agreemént for
the Operation of the Grama Ridge-Morrow Unit Area shall remain in
full force and effect and are ratified and confirmed by the parties
or by those consenting hereto by separate instrument.

8. COUNTERPARTS: This amendment may be executed in any
number of counterparts, no one of which necds to be cxecuted 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 cffect as if all such
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in the lands within the above described unit area.

IN WITNESS WHEREOF, the undersigned parties have caused this
agreement to be executed as of the respective dates set opposite

their signatures.

ATTEST: LLANO, INC.
By
Secretary President
Date: Address: = :
ATTEST: GULF OIIL CORPORATION
By
Secretary President
Date: . Address: .
ATTEST : TEXACO INC.
BY
Secretary President
Date: ) Addre

ATTEST: WILS?y]OIL CO ANY -
;ﬁm_m&asz‘_ -ul)

ooea e

Pres

Date: szbetag?é Address: Q 0. ;f/y /297

SGata Feg e IRy 3750/

-10-




Date: ?67/@141-[‘05/«2 /‘77ﬁ¢ . TG OIL \/

FRANCES P.-BOLTON, aba WO

COMPANY

Address: jE}FZL~x<:-€AD (2;12;51
Al

ATTEST: NEW MPXICO ELECTRIC SERVICE COMPAMNY
By —_—
Secretary President -
Address:
ATTEST: TUCO, INC.
By
Secretary President
Address:

STATE OF NEW MEXICO )

: ss
COUNTY OF LEA )

The forego1ng instrument was acknowledged bafore me this .
day of _ 1976 by
Prosident of Llano, [nc., a New Maxico corporation, an ben:lf of

said corporation.

My Commission Expires:

Notary Publiic

- STATE OF )

1 ss
COUNTY OF )

The foregoing instrument was acknaowledged before me this
day of 1976 by
of Gulf 0il Caorporation, a Pennsylvania corpora-

tion, on behalf of said corporation.

My Commission Expires:

Notary Public

STATE OF )

COUNTY OF )

The foregoing instrument was acknowledged before me this
day of 1976 by
of Texaco Inc. a Delaware corporation, on behalf

SS

of said corporation.

My Commission Expires:

Notary Public

-11-




Date: =

FRANCES P. BOLTON, dba WYOMING OIL
COMPANY
Address: = )

NEW MEXICO ELECTRIC SERVICE COMPANY

/,Méﬁo?o

Préelaént
o N dress: P, O. Box 920’
/ ) \\\\' . Hohhs, New Mexico 88240
ATTEST: TUCO, INC.
............ By “° o e
Secretary President

Address: - oo

STATE OF NEW MEXICO )
¢+ S8
COUNTY OF LEA )

“1,‘_ The fore901ng instrument was acknowledged before me this ' //
day of Moppmntery 1976 by Monatel of Lo~ ‘
President of Llano, Inc., a New Mexico corporatibn, on behalf of

said corporation.

My Commission Expires: (]/MJHJL, glleaall

3-20-80 Notary Public

STATE OF )
:+ S8
COUNTY OF )

The foreg01ng instrument was acknowledged before me this
day of : 1976 by = '
of Gulf 0il Corporation, a Pennsylvania corpora-
tion, onbehalf of said corporation.

My Commission Expires:

Notary Public

STATE OF )
:+ S8
COUNTY OF )
The foregoing instrument was acknowledged before me this

day of 1976 by
‘ of Texaco Inc. a Delaware corporation, on behalf

of salid corporation.

My Commission Expires: . .
' Notary Public

-11-




Date:
FRANCES P. BOLTON, dba WYOMING OIL
COMPANY
Address:
ATTEST: NEW MEXI1CO ELECTRIC SERVICE COMPANY
L B.Y
"‘ﬂyjq o Secretary President
fﬂrnhh>,l”ﬁ B Address:

o V'_-*l;TT“E'ST: TUCO, .INC. '
-._.".l'.l“‘:‘i’.:..'-:,: ! . l\k‘\‘\‘ W Z‘J/&M B M
T W Secretary é Preédent

Address: P. 0. Box 1261
Amarillo, Texas 79170

STATE OF NEW MEXICO )
. S5
COUNTY OF LEA )

The foregoing instrument was acknowledged before me this
day of 1976 by

Srasidunt 0 Llano, Inc., a MNew Mexico corporati.e, oa bzhalt o
said corporation.

My Commission Expires:

Notary Public

. STATE OF L )
T SS
COUNTY OF )

The foregoing instrument was acknowledged before me this
day of 1976 by
of Gulf 0il1 Corporation, a Pennsylvania corpora-

tion, on behalf of said corporation.

My Commission Expires:

Notary Public

STATE OF )
: S
COUNTY OF )

The foregoing instrument was acknowledged before me this
day of 1976 by
of Texaco Inc. a Delaware corporation, on behalf

s

of said corporation.

My Commission Expires:

Notary Public

: ;% -1~




Date:

FRANCES P. BOLYON, dba WYOMING OIL
COMPANY
Address:

ATTEST: NEW MEXTCO CLECTRIC SERVICE COMPANMY

By
Secretary President

Address:.

ATTEST: TUCO, 1INC.

By
Secretary President

Address:

STATE OF NEW MEXICO )
:5S
COUNTY OF LEA )

The foregoing instrument was acknowledged before me this
day of ) 1976 by ' T
Prasidant of Llanu, Inc., a Mew Mexico corporation, on benalf oF
said ccrporation

My Commission Expires:

Notary Pubiic

STATE OF Texas ).

. T :ss
county oF MIDLANR
The foregoing instrument was'qcknow1edged before me this _ {6
day of 1976 by  BLE. GALVIN

vy sy e OF GUif 011 Corporation, a Pennsylvania corpora-
tion, on behalf of said corporation. .

My Cdmmission Expires: .
b-t-" 7 Notagy Public

STATE OF )
:s
COUNTY OF )

S

The foregoing instrument was acknowledged before me this
day of 1976 by
of Texaco Inc. a Delaware corporation, on behalf

of said corporation.

My Commission Expires:

Notary Public

11-




Date:

FRARCES P, BOLTON, dba WYGHING OIL
COMPANY
Address:

ATTEST: NEW MEXICO ELECTRIC SERVICE COMPANY

By
Secretary President

Address:

ATTEST: Tuco, INC.

By - -
Secretary President

Address:

STATE OF MEW MEXICO )
‘1SS
COUNTY OF LEA )

The foregoing instrument was acknowledged before me this
day of ___ 1976 by
President of Llano, Inc., a Mew Mexico corporation, on behaif of
said corporation.

My Comaission Expires:

Notary Public

STATE OF )
. SS
COUNTY OF )

. The foregoing instrument was acknowledged before me this
day of 1976 by
of Gulf 0il Corporat1on, a Pennsylvania corpora-
tion, on behalf of said corporation.

My Commission Expires:

Notary Public

STATE Of TEXAS )
HER-
COUNTY OF MIDLAND _) zl
The foreglkjg instrument was aanow]edged before me this J-
day of ofn«/nj 1976 by G T OCLl s
" Attorney-in-TFact of Texaco Inc. a De]aware corporation, on behalf

A\ qf/>a1o corporation. . R
My~Comaission Expires: ‘)CV74>¢,ZiﬁL) 721¢ztzn§:<2 I
i }/_/,w/ J 7 U Notary Public in and for

; Midland County, Texas

) | .

alr
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STATE OF NEW MEXICO )
. SS
COUNTY OF Santa Fe )

The foregoing instrumant was acknowledgpd before me this 29th
day of _ Novembaer 1975 by . R

President of Wilson 011 Company, a New Mexico e aThaTation,
. on behalf of said corporation. T
A .:' y VA { 1} )
My Commission Expires: ALzl A
July 12, 1980 Notary Puﬁ])c A

‘//\‘)“ S

) a

stare oF (o) ) e
COUNTY OF C&MZ&M/)

e foreg 1ng 1nstrument was acknowledged before me this r{i —
day of 1976 by Frances P. Bolton, dbagZyomlng OIT—FEmﬁgﬁ},

- . Yy
My Commission Expires: ) Nt e -
L7722444 Y /7278 Aotary Pub]1c, ol

7 g 6L BN sondxe uosSIWWOd Ay L\ L )
oY *AQuno) 28oyrAn) oy L vy,
STATE OF NEW MEXICO ) ward LmON “NOIMLYd INVF A4 ; Coyt
1 ss AR

COUNTY OF LEA )

The foregoing instrument was acknowledged before me tnis
day of 1976 by T
of New Mexico Electric Service Company, a New Mexico cor-
poration, on behalf of said corporation.

My Commission Expires:

Notary Public

STATE OF NEW MEXICO )
. S§S
COUNTY OF )

The foregoing instrument was acknowledged before me this
day of 1976 by

of TUCO, INC., a New Mexico corporation, on behalf of

said corporation.

My Commission Expires:

Notary Public

-12-




STATE OF e o )

-+ 855
COUNTY OF )

The foregoing instrument was acknowiedged before me this
day of = 1976 by
’ j of Wilson 011 Company, a j corporation,
on behalf of said corporation.

My Commission Expires:

Notary Public

STATE OF )
s S8
CQUNTY OF T o )

The foregOLng instrument was acknowledged before me this
day of 1976 by Frances P. Bolton, dba Wyoming 0il Company,

My Commission Expires:

Notary Public

STATE OF NEW MEXICO )
s S8
COUNTY OF LEA )

\ ]
"\ - { The foregoing instrument was acknowledged before me this 19th
.-'da\.yg of, ,October 1976 by J. F Maddox, President _
o / of New Mexico Electric Service Company, a New Mexlco cor-
poratlon, on behalf of said corporation.

, ’ / l \ \‘ ’
’ MyComm;Lss:Lon Expires: sé;zct Z 2 é%
Decembeér 6, 1979 ) Notary Publ

STATE OF NEW MEXICO )

(* ,‘;3;
%

: Ss8
COUNTY OF )

The foregoing instrument was acknowledged before me this _
day of 1976 by
of TUCO, Inc., a New Mexico corporation, on behalf of

said corporation.

My Commission Expires:

Notery Public

-12-



STATE OF "~~~ )

COUNTY OF -~~~ """ )

The foregoing instrument was acknowledged before me thls
day of 2 1976 by "~ - e T R
""""""""" of Wilson O1l Company, a i corporation,
on behalf of said corporation. '_w

My Commission Expires:

Notary Public

STATE OF - )

COUNTY OF =~~~ )

The foregoing instrument was acknowledged before me this
day of ~ = - C 1976 by Frances P. Bolton, dba wYomlnq 03l Company,

My Comm;ssxon Expires:

Notary Public

STATE OF NEW MEXICO )
HE -1
COUNTY OF '~

—

.

The foregolng 1nstrument was acknowledged beforc me thls
day of o ' 1976 by -

j of New Mexico Electric Service Company, a New Mexlco c¢ox--
poration, on behalf of said corporatlon.

MyCommission Expires:

Notary fublic
MM
STATE OF NHW- MENS€0

counTY OF (Htzai

The foreg01ng instrument, was acknow]edced hefore me this L
day of xltcemcdie 1976 by ° g ‘ad) &m " i, ;

of TUCO, Inc., a New Mexico corporxation, on behalf of
said corporation.

o

ss

g

My Commission Expires: ‘£§2Z%z//é£¢égi/z

Notaxy Public

-12-
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{ ? CONSENT AND RATIFICATION OF
o GRAMA RIDGE-MORROW UNIT AGREEMENT
AND AMENDMENT THERETO
" LEA COUNTY, NEW MEXICO.

KNOW ALL MEN BY THESE PRESENTS:

WHEREAS, the undersigned, Don E. Gridley and wife, Alice F.
Gridley, John E. Bosserman and wife, Carol Jean Bosserman, and The
Merchant Livestock Company (hereinafter referred to as "parties
hereto") are the owners of all the Qil, gas and other minerals
in and under and that may be produced from the SW%NE% Section 33,
Township 21 South, Range 34 East, N.M.P.M. Lea County, New Mexico,
subject to an oil and gas lease dated April 3, 1959 made by The
Merchant Livestock Company to Wilson 0Oil Company, which lease was
recorded in Book 175’at page 7 of the records in the office of
the County Clerk of Lea County, and

WHEREAS, as of April 25, 1873 a unit agreemeht was made and
entered into for the operation of the Grama Ridge-Morrow Unit Area

Lea County, New Mexico covering all of Section 34, Township 21 South,

Range 34 East and all of Section 3, Township 22 South, Range 34 East,
which are lands of the State of New Mexico, by and between the owners
of the oil and gas leases covering said lands, whiéh unit agreement
was approved by the Commissioner of Public Lands of the State of New
Mexico on August 27, 1973, and

WHEREAS, said unit agreement covers only the Morrow formation
as defined in said unit agreement, and

WHEREAS, the ownexrs of the oil and gas leases covering the
unitized formation covered by the above unit agreement and the owners
of o0il and gas'leases covering Section 33, Township 21 South, Range
34 East as of September 1, 1976 entered into an amendment to said
unit agreement so as to include within the unit area and make subject

to all of the terms and conditions of said unit agreement all of




said Section 33 as to the unitized formation, and

WHEREAS, the parties hereto acknowledge receipt ¢f a true
and correct copy of said unit agreement and amendment thercto and
are desirous df consenting thereto and ratifying the same.

NOW, THEREFORE, the parties hereto, for the purpose of
committing all of their mineral interests in and to the SW4NEX%
Section 33, Township 21 South, Range 34 East and all rights in
connection therewith to said unit agreement and amendment thereto
insofar as the unitized formation is concerned, do hereby consent
to and ratify said unit agreement and amendment thereto exactly the
same as if each of the undersigned parties had executed the original
agreements.

IN WITNESS WHEREOF, this consent and ratification is executed
by the undersigned parties as of the dates indicated opposite their

respective signatures.

Date: Don E.Gridley

Date: Alice F. Gridley

Date: John E. Bosserman
A ')',')

Date- ' Carol Jean Bosserman

THE MERCHANT_ LIVESTOCK COMPANY

ST' ~
% D I e A

Secretary iég/' ""President ’/5(
. >
pate? /)= 2" 74 /

STATE OF

COUNTY OF

~r ae e
0]
0

The foregoing instrument was acknowledged before me this
day of 1976 by Don E. Gridley and wife, Alice F. Gridley.

My Commission Expires:

Notary Public

-2-




STATE OF o )

+ SS
COUNTY OF = = .~ "~ )

The foregOLng instrument was acknowledged before me this
day of = = o 1976 by John E. Bosserman and wife, Carol Jean

Bossexrman.

My Commission Expires:

Notary Public

state OF /\ew mey:-m)

COUNTY OF J(‘l /

The for going instrument was acknowledged before me .¢his' 7_1/
day of AJgyem fieq 1976 by =~ T D yllepchant ,oPKéSic']ent;

of The Merchant Livestock Company, a New Mexico corporatlon, on '“.&‘,
behalf of said corporation. ,,/,
My Commission Expires: o QZ:{;J@(ZZD_Zgj

Tune |§ (990 Notary Public
pZ




AGREEMENYT FOR SUBSURFACE

STORAGE QF GAS, MORROW
FORMA'TIOM, -GRAIA.-RIDGE.-AREA,

T LEN COUNTY, NEW MEXICO

No. 14~ O~ COOI - 14 2777

THLS AGREZMENT made and entered into as of the J—‘/-T/ﬂay of

"Navenber, 1975 with an cffective date as Of the lst‘day of Novembe::

’

1975, by and betwveen the United States of America, acting by and’
through the Secretary of Interior, he:elnafter refcrrcd to as the
“United States”™, and Llano, Inc., a New Meylco corporatlon, hlth i

offices at Hobbs, New,Mex1co, hereinafter referred to as "Llano".

WITNESSETH:
WHEREAS, Llano is the Unit Opérator of the Grama Ridge.Morrcw

" Unit Agreement covering all of Section 34, fownship 21 South, Ranga

34 East and all of Section 3, Township 22 South, Range 34 East, Lea

County, New Mexico which are lands of the State of New Mexico and :,

_WnLCh said agreement was approved by the Comm;\s;oner of Public Lands
- \

and whlch was entered

T
~f the state of New Mexlce on August 27, 1973

C—— s e =

\to for secondazy recnvery and gas storage purposes, whlch is permxttcd
_under New h xico statutes, and
WHEREAS, gas has been 1njé§ted.int§‘the weils'én said un;t‘
area since tﬁe effective date of said unit, and . .
WHEREAS, -Llano is the owner and héldér of the féllowing describa:

" oil and gas leases embracing lands of the United States issued under

. and pursuant to the prqvisibns of the Mineral Leasing Act as dﬁendéd:

(a) 0il and gas lease effective September 1,

1961 bearlng serial number NM 058678, covering
+~—"the N4 Section 4, Township 22 South, Range 34

EastT-EBEEEIﬁIHg_320 acres, more or less; -

(b) 0il,and gas lease effective May 1, 1963,
bearing serial numbar NM 0381970, covering the
sw 2 Township 22 South, Range 34 East,
con acres, more or less,

{c¢} 0il and gas lease ‘effective March 4, 1958,
bearing serial number NM 03312-3, coverlng the
SE% Section 4, Township 22 South, Range 34 has;,
csxualnlng 160 acres, more or ‘less, and

EXHIBIT C




WHEREAS, Llano is the operator of Federal GR-4 No. 1 gas_ _

. e \\
{ well producing from the Morrow formation located in the SERSE4NW

Section 4, Township 22 South, Range 34 East, being a pa?t"ﬁff?ﬁﬁgﬂf
lands hereinabove described, and said well haa reached its eccnomic
limit prior to the time gas was first injected into the wells on the
Grama Ridge Morrow Unit Area, and

WHFREAS, the State of New Mexico is the owner of all the oil,
gas and other minerals in and under and that may be produced from
the Morrow formation of Pennsylvanian age under Section 33, Township
21 South, Range 34 East, except the SWYNEY% of said Section, which

is fee land and the minerals underlying said 40 acres are owned 32.37%

by LBM Cattle Company, Inc. and 67.63% by Merchant Livestock'Company,

ahd

WHEREAS, Llano is the operator of a gas well producing from
the Morrow formation located in the NW%SEX% Section 33; known as the
South Wilson Deep Unit Mo. 1 well, and
WHEREAS, it is believed that the Morrow gas reservoir into
shich gas is being injected in the wells on the Grama Ridge Morrow
Unit covers not only the two secfions within said unit but also Section

4, Township 22 South, Range 34 East and Section 33, Township 21 South,

Range 34 East, and _

B e T e e e e+ 4“ -

WHEREAS, Llano(ggéggses to enter into a separate agreement wit

the Commissioner of Public Lands of the Staﬁe of New México for the
Qubsurface storage of gas underlying said Section 33 which will be -
Supplemental to the storage of gas under and pursuant to the Grama
Ridge Morrow Unit Agreément} and

WHEREAS, Llano is éesirous of utilizing the Morrow fo;ﬁation
underlying Section 4, Township 22 South, Range 34 fast for the sub-
suxface storage of gas reg;rdless of the original source of such gas,

which storage would be supplemental to and in addition to the area

—
covered by the Grama Ridge Morrow Unit Agreement|and the arca covered




~a

. "

. { i
' 3 I
! %

- _.',‘..—-’ R ™
by\th: subsurface gas storage agrecmentlwhlch\Llano pProposes

=

.entex

into with thc Commissioner of Public Lands of the State of Rew HMexico

;overing poxtions of Section 33, Township 21 South, Runge 34 rast, and

WHEREAS, Llano desires to store said gas under Saction 4 in

the vertical interval éfﬁgggn 12,778 feat and 13,255 feet balow the

-

surface in the Morrow formation of Penns sylvanian age as shown by tha

Gatimma Ray-Sonic Log in connection with the Federal GR-4 No. 1 well

hareinafter referred to as the "gas storage reservomr area" and .

WHEREAS the hlneral Leasing Act as amended (Mlnexal Lea51ng

Act Revision of 1960) prov1des that:

"The Secretary of the Interiox, to avoid waste )

or to promote conservation of natural resources, . .
may authorize the . subsurface storage of oil ox . . ’ )
gas, whether or not produced from federally owned . :

lands, in lands leased or subject to leaso under
this Act“

NOW, ''HEREFORE, it is mutually agreed as follows:

SECTION 1: The United Stztes, in consideration of the condi~

tions and covenanits to be observed as herein set forth, does'hereby
1thorize the gxclusivc use by Llano of the gas storage reservoir area

or underground gas storage purposes and does hexeby exclﬁsively

avthoriza Llano to store gas and at will lo inject gas into and with-
d%ii~2§§ from said storage area. ‘Llano shall be under no obligation

- to inject or withdraw any particular quantity of gas othex than such

gas as it shall, in its sole disdretion, deem advisable. The United

—_—

States does hereby authorlze Llano to enter upon the suxface of the

- - et
.said gas_ storage reservoir area to

'ouned by the United Staues for the

the extent that sald surface 1s'

purpose of. 1nject1ng gas into ;ald

storag=2 area and Ul;hdranng such gas by means of any wall now ex1,t1nq

or wnich may hereafter be drllled as’ provxded by Sectlon 2 hercof.

SECTION 2: Llano shall have the right to rcwork or recondltion
the woll now located upon. the gas storage reservoxr area ox to drill

aodltlonal wells to lnjeut gas lnto produc gas from the gas

-3~




( . . ¢ B
storage reservolr area tae the extenit that such work shall be approveA
by the 0.1 4nd Gas Supwrvisor of the United States CCOJOJLLAI sSurvey

as necessary or incident to the rights graanted to Llano pursuant to
this agreement. Llano aygrees to conduct all qpcratiobs herein
avthorized for the lands subject to this, agreewent in accordance witﬁ
the 0Oil and Gas Oberatiné Regulations generally applicable to federally
owined lanﬁs (30 CFR 221). Subject to any neces sary protcctxon oFf
envirommental values as determined by the Supervisorx, the United

States does heréby_authorize Lianq to construct, install, ﬁaintain,
and remove structures, pipelines, casing, drips, valves and othex
appliances necessary, useful or‘convenient for the purpose of this
agreemenﬁ. ‘ _ | ' ‘

SECTION 3: This agreement shall remain iq force and effect
for a period of five years and so lopg'thereéfter‘as Llano shall
c&ntinue to use the lands for underground gas storage purposes uﬁlesq
‘'sooner térmiﬁated as érovidedlin Section 9 hereof, ané the leases
nireinabove described shall be arnd are hereby extended for the life\/;

o

* this agreement.

SECTIOR 4: Nothing in this agreement shall be gonstrued as’

limiting the right of the oil and gas lessee to relinguish at any

'tlmn hlS oil and gas lease covering all or part of the lands either

wlthln or outside the gas storage rese1v01r araa.
* .
Should a federal lease covering lands within the -qas storage

resarvoir area be relinquished the United States reserves the right
. —— . - . )
_toissue a new lease or leases thexzsfor, subject to the condition

T ————————

s o e

. I\‘
that the Morrow formation shall be excluded from such new lease or‘7¥<«

Aleas°° and - pzov1ded further that all operations' conducted thexreon

shall be done in a good and workmanlike manner so as to Pruvent fho

1oss of gas out of the Morrow formatlon underking the gas storage

reservoir area.




B

If Llanc demonstrates to the satisfaction of the Azpn‘oil

and Gas Supcxvisor of the United States Geological. Survey that stored

G}

as is migrating from the Morrow formation to other formations ox

that storaed gas is expanding heyond the limits of the 4as storage
rosexrvolx area, then with the con:nrrcnée of the affected lesuces

(1f other tban Llano) under‘outstandiﬁg il and gas lcases covering
such lands and/or formations, this agrcement may bz amended to include
such lands and/or formations subject to the same terms and conditions
+hen applicable to the lands and formations previousiy éomﬁitted to

; ggreement. . |

In the event that it should be determined éhat lands and
formations subjéct to this agreemsnt are 1.» ;oﬁger needed for the puzpo;
hexein stated, said lands may be eliminated from the;gas storage reserJ.
voir area by:filing a request and supporting_gebipgic and epginéering
data, with a;spgggstadAeffective daté,Awith the Area 0il znd Gas Supaf—
visor. | A. . |

SEC&ION 5: All stored gas shall be measuréd whaﬁ injected

nto ;nd withdrawn frcom stoxage, and a record thereof shail be kept.
Llano agrees to render to the United States on.or heforxe thirty days
after each calendar year quarter a statement by Llano shoﬁing thé
total amount of cas injcéted into and withdrawn from said'gas storagé
reservoir during that preceding calendar year gquarter. The amount of

gas ieportea as injected and withdrawn each quarter shall be computed

-at a standard pressure of 15,025 pounds pexr square inch absolute and

‘a standard tempexature of 60 degrees Fahrenheit, regardless of the

pressure and temperature at which the gas was actually measured.

Said statemant herein provided for shall be filed jin duplicate with

+

the Area 0il and Gas Supervisor of the United States Geological Survey.

SECTION 6: Llano ayrees aiter execution and the effective

A

date of the within ;greemeﬁt, eithar:




(a) To Furnish forth&ith, and maintain at all times thercaftoer,
as may be required by the United States, a bond in the penal sum of
$15,000.00 with approved corporate suxety, conditioned upon compliance
with the terms of :this agreement; or

(b) To deposit with the United States security in the sum of
$15,000.00 in such form as is acceptable4to the United States to
guarantee compliance with the terﬁs of this agreement. A

SECTION 7: As of the effective date of this agreement, the
economically recoverable reserves of native naturai (primaxy) gas
to SOO psi shnt-in‘tubing pressure remaining in that part of the
raservoir underlying Section 4 was zero (0) MCF. As of the effective
date}g%vtgi;qZ§reement Llano had injected a net total of 4,861,773 MCP
of extraneous gas into the wells on the Grama Riége Morrow Unit. For
the purposes of this agreement it is assumed £hat»1/4 of éaid net
injeéted gas has migrated to that portion of the reservoir underlying
Section 4 and }hgrefore Llano agrees to pay to the United States upon
execution of this agrezment for its (lessor's) share as royalty a
lump sum of $27,985.57.

Twenty-five percent of the previously injected gas referred to
above is economically recoverable from the federal leases embracing
Section 4. sSaid twénty—five percent, beiﬁg 1,215)443 MCF, may be
withdrawn from the reservoir without the payment of additional royalty
or withdrawal fees. It is further'agreed that the first 4,861,773 MCF
of gas withdrawn after the effective date herecf shall be considered
as that which was injected prior to such date.

' For the purposes hereof, "extraneous gas" shall mean the total
amount of gas from other sources injecte& into the reservoir less the
amount which has been withdrawn. Any gas produced in excess of the

" extraneous gas injected prior to 9§~E£E?r the effective date hereof
shall be considered as fin&igenous gaél) All such indiéenous gas
shall be apportiocned to _iértracts within the gas storage project in

the same ratio as the acreage interest of each tract bears to the




i "
total acreage within the gas storage project and as to the federal
leases in 3ection 4 shall be subject to royalty at the rate specified
in the respective lcases. The production of all indigencus gas shall
pe pursuant to such conditions and formulas as may be prescribded or

approved by the Supervisor of the Geological Survey and the Commissionez

of Public Lands of the State of New Mexico.

: \
SECTION 8: Llano agrees to pay the United States an injection

fee of $.0025 per MCF and a withdrawal fee of $.01 per MCF on 1/4 of

all gas injected or withdrawn from the reservoir througﬁ any wells
located on the Grama Ridge Unit Area or on Section 33, Township 21 South,
Rnage 34 East or Section 4, Township 22 South, Range 34 East during

each calendar quarter; provided, however, that no withdrawal fee shall

be . requiredon withdrawn gas considered to be indigenous reservoir gas.

Such quarterly injection and withdrawals fees shall be paid on or before

30 days after the end of each calendar quarter. Llano further agrees
to pay an advance annual storage fee of $640.00. Such payment repre—
sents a fee of $1.00 per‘acre and shall be paid not later than 30 days
after the ffective date hereof and on each subsequent anniversary date.
‘Y SECTION é {a): The amount of the injection, withdrawal and
storage fees set out in Section 8 hereof shall be subject to renego-
tiation 20 Years from the effective date hereof and at the end of
gsuccessive 10 year periods thereafter. 1In the event of a failure to
renegotiate new fees on terms mutually acceptable to both parties,
Llano shall forfeit its right to inject new gas but the payment of
withdrawal and storage fges at the prior rates shall continue and
Llano shall have not more'than 10 years from such date of renegotiation
in which to complete the withdrawal of gas and to remove its facilities,
at the end of which per&od this agreement shall terminate. Any. gas |
remaining in the Morrow formation beneath tha federal tracts or any
facilities not removed f;n@ the surface of the federal lands at the
termination of this agreéﬁeﬁt shall become the property of the United

States.

-7




(b) The United States reserves the right to terminate this
agreement at any time if Llano ;hall violate and shall continue to
violate any of the terms, conditiohs or provisions of this agreement
for more than 30 days afier receipt by Llano of notice of such vio-
lation by registered or certified mail from the United States.

SECTION 10: In connection with the peiformance of work under
this agreement, Llano agrees to comply with all the provisions of
section 202 (1) to (7) inclusive, of Executive Order 11246 (30 F.R.
12319) as amended, which are hergby incorporated Ey reference in
this agreement. .

SECTION 11: Llano agreés to keep open at all reasoconable times
for theins?ection of any duly authorized officer of the United States,
the premisecs covered hereby and all wells, improvements, machinery .
ané fixtures thereon, and all books, accounts, meter charts ana records
'éertaining to operaﬁions hereunder or the payments herein prévidéd.

SECTION 12: It is understood and agreed that the United States
expressly reserves the right to utilize the surface, lease, scll or
ofherWise dispose of, the surface of any of the above described'lands
éo far as said surface is owned by the United Stateé and is not neces-—
safy for the use of Llano in the injecting, storing and removing of
gas therefrom.

SECTION 13. It is also further agreed that no member of or
delégate to Congress or resident commissioner after his election or

appointment or either before or after he has qualified and during

|Q\\~\\

his continuance in office, and that no officer, agent or emplayee of
the Department of the Inté:ior shall be admitted to any share or éart
in this agreement or derive any benefit that may arise therefrom,

and the pravisions of Section 3741 of the Revised Statutes of the
United States, as amended (41 U.S5.C. Sec. 22) and Sections 431, 432
and 433, Titleld U. S. Codg, relating to contracts, enter into and

form a part of this agreement so far as the same may be applicable.




oo Lo . { B
o } .l\}

SECTION 14: 1t is further covenanted and agrced that each
obligation hercunder shall extend to and be binding upon and every
benefit hereof shall inure to, the successors or assigns of the
respective parties hereto.

IN WITNESS WHEREOF, the United States, acting by énd throﬁgh
the Secretary of the Interior, and Llano by its president and.secrétary,
hae executed the foregoing instrument and said Llano has caused its
corporate seal to be affixed on the date of execution. .

THE UNITED STATES OF AMERICA

o fh Dzl

‘ ‘ , _ Secretary of the Interioxr

;' ot
* ATTEST ,ﬂ LLANO . , f ) /
By ‘ aﬂ«QJ“m

== PrEF dent e

STATH OF NEW MEXIED )
COUNTY OF LEA )

The foregoing instrument was acknowledged before me this _Z25.-

aay c.;f Pebruary, 1976 by ___IDmﬂLzL Nl %%):_%, '

President of Llan», Inc., a New Mexico corporation, on behalf of said

corporation.
)y Commission Expires: Ab
ot IS 1328 Notary Public
7
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AMENDMENT TO THE AGREEMENT
FOR SUBSURFACE STQRAGE QF GAS, M“ORRQM FORIATION,
GRAMA RIDGE AREA, LEA COUNTY, NEW MEXICO

THIS AMENDMENT amends the Agreement For The Subsurface Storage of
Gas, torrow farmation, Grama Ridge Area, Lea County, New Mexico, Agrcement No.

14-02-0C001-14277. T7This amendment is made and entered into as of this 15th

day of Aprit 1981 , with an effective date of Ist day

of April 1981 , by and between the United States of America,

acting by and through the Secretary of -the Interior, hereinafter .referred to as
the "United States”, and Llano, Inc., a New Mexico corporation whose principal

place of business is Hobbs, New Mexico, hereinafter referred to as "Llano".

WHEREAS, there exists an Agreement For Subsurface Storage of Gas,
Morrow Formation, Grama Ridge Area, Lea County, Mew Mexico, Agreement No.
-14-08-0001- 14277, made and entered into as of the 24th day 5f November, 1975,
with an effective date of the 1lst of November, 1975, by and between the United

e———

States of America, acting by and through the Secretary of Interier, and Llano,
f___~_—-"—-_\

Inc., a New Mexico corporation, hereinafter the "Storage Agreement”, and
_— =

WHEREAS, Llano is the unit operator under the Unit Agreement For The
Operation Of The Grama Ridge Morrow Unit Area covering all of Sections 33 and

34, T21S, R34E, and all of Section 3, T22S, R34E, Lea County, New Mexiéo. which

are lands of the State of New Mexico, and which said Agreement was approved by
the Commissioner of Public Lands of the State of New Mexico on August 27, 1973,
as amanded by Amendment dated September 1, 1976, to include the above referenced
Section 33, and

FURTHER, such Unit Agreement provides for sacondary recovery and gas

storage purposes, all of which is permitted under New Mexico statutes, and

WHEREAS, Section 4, T22S, R34€, was adaed to the Grama Ridga Morrow
Unit Arap approval through the Secratary of Interior of the Agreement For

Subsurtace Storage Of Gas, Number 14-08-0001-14277, and

WHEREAS, Section 4 of the Storage Agrcament provides, among other

things, that tha Zidrac: Aaresment may be anmended *o include cther lands and

formations to the gas storage reservoir area, subject to the same terms and
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conditions then applicable to the lands and formations previously committed to

the Storage Ayreement, 1f Llane demonstrates to the satisfaction aof the Deputy
Canservation Manager, Gil ¢ Gas, United States fenlogical Survey that stored
gas is migrating from the “orrow formation tn other formations or that

stored gas is expanding beyond the limits of the gas storage resarvoir area.

WHEREAS, Liaso is the owner and holder of the following oil and gas
leases embracing lands of the United States issued under the liineral Leasing

Act of 1820 as amended:

a. 01} and gas lease effective April 1, 1958, bearing serial number
NM-033312 covering the Wi and SEY% of Section 10, T225, R34E, and containing 480

acres, more or less.

b. 011 and gas lease effective April 1, 1960, bearing serial number
' NiH-049943 covering the NEX of Section 10, T225, R34E, and containing 160 acres,

more or less.

WHEREAS, Llano is the operator of a gas wall producing from the Morrow
formation lcoated in the SELNW}4 of Section 10, known as the Llano-Government "A"
—————— ™

No. 1, througn this amendmént. desirgs %o _add the Llano-Government "A* Mo. 1 well

and the 640 acres o7 Section 10 to the Agreement For The Subsurface Storage Of

Gas in accordance with Section 4 of the ariginal Agreement.

WHEREAS, Llano acquired the interest of The Superior 0i) Company in
the Government "A" No. 1 well effective February 1, 1378, said wel) being dedi-
cated to interstate commerce by Contract dated June 13, 1966, betwsen The Superior
0i1 Company and Philiips Petroleum Company ana Contract dated August 31, 1964,
between Phillips FPetroleum Company and El Paso flatural Gas Company. Subsequant
to the acquisition cf the Government "A" No. 1 well, Llano, through geclogical
and reservoir studies, determined that the well, which oroduces from the ftorroy =7

Tormation, was racaiving gas by migration from the Grama Ridge Storage Unit.
— e —— —_ -

Llano, with the desirz to'adﬁﬂthe Section 10 acreage to the unit area, then file. D
an _s3plication with the Fedefal Enaergy Ragulatory Ccoumnission, Docket Mo. C1 79-
oursuant to Secticn 7 (b) of the !Hatural Gas Act and Sactions 157.30 and 252.7

FERC regulations, regu2sting permission to abandon sale of gas to Philiins

Patroleud Company. ints ietorstata commerce, Said apslication was approwved by




Order issued October 29, 1379, by the FERC, hereinaftar "FERC Qrder”, subject
( .0 the stjpu]ations that the remaining recaverable reserves of 413 MMCF of gas
(at 15.025 psia) as of September 1, 1978, shall be delivered to Phillips from
the Gavernment "A" No. 1 well or from the Grama Ridge Storage Project at rates
up to 750 MCFPD until the remaining reserves have been delivered and Phillips
shall pay for the gas delivered at the same price per MCF which would have been

paid under the June 13, 1966, percentage of proceeds contract.
. NOW THEREFORE;. it .is mutually agreed as follows:

SECTION 1: Section 8 of the Agreement For Subsurface Storage O0f Gas
shall be amended to read: Llano agrees to pay the United States an injection
fee of $.0025 per MCF and a withdrawal fee of $.01 per MCF on two-fifths (2/5ths)
of all gi5_i2iESESg_grﬂgiﬁﬁﬂ:ggg_f:gzbggg\zs;ervoir'through any wells located on
the Grama Ridge Unit Area or on §é€fion 3; ,fownship 21 Sou@h; Range 34 East, or

e ‘—_‘—'—’}. . o s
Section 4, Township 22 South, Range 34 East, or Section 10, Township 22 South,

Range<3;:E;;t. during each calendar quarter; p;BVTﬁéajiiZ:;;;;t that no with-
drawal fee shall be required on withdrawn gas considered to be indigenous raser-
«0ir gas. Such quarterly injection and withdrawal fees shall be paid on or
pefore 30 days after the end of each calendar quarter. Llano further agrees

to pay an advance annual storage fee of $1,280.00. Such payment rep?esents a

fee 6f $1.00 per acre and shall be paid not later than 30 days after the effec-

tive date hereaf and on each subsequent anniversary date thereafter.

SECTION 2: Llano agrees to prepay the royalty due on the balance of

the 413 MMCF remaining recoverable reserves which have not been produced from

tha Government "A" fio. 1 well as of the effective date of this Amendment, such

prepayment to be basad on the gas price as set forth in the FERC Order.

SECTION 3: A1l other provisions of the Agreement For Subsurface Starage
Of Gas, Morrow Formation, Grama Ridge Area, Lea County, New Mexico, No.

14-08-0001- 14277, shall remain unchangad.

-




IN WITNESS WHEREQF, the United States, acting by and through the
Secretary of the Interior, and Llano, by its Precident and Secretary-Treasurer,
have executed the foregoing instrument and Llano has caused its corporate seal

to be affixed on the date of execution.

THE UNITED STATES QF AMERICA

By d.&( Q,( /A{ AUG 17 a;etv

Acting Secretary of the Interidr

© U ATTESTn, - LLAND, INC.
By / ﬂ:z‘g‘/i fZ)”\/Q &g =
President =N
\ e

/

_d-




STATE OF NEWN MEXICO )

) SS
COUNTY OF LEA )
The foregoing instrument was acknowledged before me this 45f1?@
day of ,<:27§;¢;;{ , 1981, by Donald L. Garey . President
=

of Llano, Inc., a New Mexico corporation, on behalf of said corporation.

JEEER . .
Ll .

/

D me— : \\é] Vs ~1<>\/ / /(ﬂ*“«xx_!
. sl

: Notary Public
My cbm@issionfkkﬁifes:‘

S 34. 52
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AMENDMENT TO THE AGREEMENT
FOR SUBSURI'ACE STORAGE OF GAS, MORROM FORMATION,
GRAMA RINGE AREA, LEA COUNTY, HCW MCXICO
AGREEMEHT NO. 14-02-0001-14277

THIS AMENDMENT amends the Agreement For The Subsurface Storage of
Gas, Horrow Formation, Grama Ridge Area, Lea County, New Mexico, Agrecirent No.
14-08-0001-14277." This amendment is made and entered into as of this __15th

day of Aprit 1981 , with an effective date of ist day

of April 1981 , by and between the United States of America,

acting by and through the Secretary of -the Interior, hereinafter .referred to a$s .

the "United States”, and Llano, Inc., a New Mexico corperation whose principel

place of business is Hobbs, New Mexico, hereinafter referred to as "Llano".

WHEREAS, there exists an Agreement For Subsurface Storage of Gas,
‘orrow Formation, Grama Ridge Area, Lea County, New Mexico, Agree&ent NO.
14-08-00C1~14277, made and entered into as of the 24th day of Kovember, 1975,
with an effective date of the 1st of November, 1975, by and between the United
States of America, acting by and through the Secretary of Interior, and Llano,

Inc., a New Mexico corporation, hereinafter the "Storage Agreement", and

WHEREAS, Llano is the unit operator under the Unit Agre%ment For The
Operation Of The Grama Ridge Morrow Unit Area covering all of Sections 33 and
34, T21S, R34E, and all of Section 3, T22S, R34E, Lea County, New Mexico, which
are lands of the State of New Mexico, and which said Agreement was approved by
thé Commissioner of Public Lands of the State of New Mexico on August 27, 1973,
as amended by Amendment dated September 1, 1976, to include the above referenced

Section 33, and

FURTHER, such Unit Agreement provides for secondary recovery and gas

storage purposes, all of which is permitted under New Mexico statutes, and

WHEREAS, Section 4, 7225, R34E, was added to the Grama Fidge Morrow
Unit Arca by approval through the Socretary of Interior of the hg eerant for

Subsurface Storage Of Gas, Number 14-004-0021-14277, and

WHEREAS, Section 4 of the Storage Agreewent provides, among other
things, that the Storage Agreement may be amended to include other lands and

formations to the gas storage reservoir area, subject to the same terms and

EXHIBIT D
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conditions then applicable to the lands and formations previously committed to
the Storage Agreewent, if Llanc demonstrales to the satisfaction ol the Deputy
Conservation Manager, 0il & Gas, United States Genlucicul Survey that stored

gas is migrating from the Morrow formation to other formations or that

stored gas is expanding beyond the limits of the gas storage reservoir area.

WHEREAS, Llano is the owner and holder of the following ©i} and gas
Jeases embracing lands of the United States issued under the tiineral Leacino

Act of 1920 as amended:

~a. 011 and gas lease effective April 1, 1958, bearing serial number
NHM-033312 covering the W' and SE) of Section 10, T22S, R34E, and containing 480

acres, more or less.

b. 0i1 and gas lease effective April 1, 1960, bearing serial nuwizr
N4-049943 covering the NEY of Sectidn 13, T225, R34E, and containing 1€7 acres,

more or less.

WHEREAS, Llano is the operator of a gas well producing from the Kirrou
formation lcoated in the SELNW.Y of Section 10, known as the Llano-Governmznt "~
No. 1, through this amendment, desires to add the Llano-Government "A" lio. 1 well
and the 640 acres of Section 10 to the Agreeirent For The Subsurface Stourage OF

Gas in accordance with Section 4 of the original Agreemant.

WHEREAS, Llano acquired the interest of The Superior 01l Company in
the Covernment "A" No. 1 well effective February 1, 1978, said well being dedi-
cated to interstate commerce by Contract dated June 13, 1966, between The Superior
0i1 Company and Phillips Petroleum Compary and Contract dated August 31, 1964,
between Phillips Petroleum Company and E} Pasq Natural Gas Company. Subsgquent
to the acquisition of the Government "A" No. 1 well, Llano, through geological
and reservoir studies, determined that the well, which produces from the Morrow
formation, was receiving gas by migration from the Grama Ridga Storage Unit.
Llanou, with the desire to add the Scction 10 acreage to the unit area, then filed
an application with the Federal Energy Regulatory Commission, Docket Mo. Cl 79-217,
pursuant to Sectfon 7 (b) of the Natura) Gas Act and Sections 157.30 and 250.7 of
FERC regulations, requesting permission to abandon sale of gas to Phillips

Petroleum Company. into interstate commerce. Said application was approved by

1T IRAAR NMAM AR . na
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Order issued October 29, 1979, by the FERC, hereinafter "FERC Order", subject
to the stipulations that the remaining recoverable reserves of 413 MACF of gas
(at 15.025 psia) as of September 1, 1978, shall be de]ivered to Phillips from
the Government "A" No. 1 well or from the Grama Ridge Storage Project at rates
up to 750 MCFPD until the remaining reserves have been delivered and Phillips
shall pay for the gas delivered at the same price per MCF which would have been

paid under the June 13, 1966, percentage of proceeds contract.
NOW THEREFORE, it is mutually agreed as follows:

SECTION 1: Section 8 of the Agreement For Subsurface Storage Of Gas
shall be amended to read: Llano agrees to pay the United States an injection
fee of $.0025 per MCF and a withdrawal fee of $.01 per MCF on two-fifths (2/5ths)
of all gas injected or withdrawn from the reservoir through any wé]]s located on
the Grama Ridge Unit Area or on Section 33, Township 21 South, Range 34 East, or
Section 4, Township 22 South, Range 34 East, or Section 10, Townsﬁip 22 South,
Range 34 East, during each calendar quarter; provided, however, that no with-
drawal fee shall be required on withdrawn gas considered to be indigenous reser-
voir gas. Such quarterly injection and withdrawal fees shall be paid on or
before 30 days after the end of each calendar quarter. Llano further agrees

to pay an advance annual storage fee of $1,280.00. Such payment represents a

fee of $1.00 per acre and shall be paid not later than 30 days after the effec-

tive date hereof and on each subsequent anniversary date thereafter.

SECTION 2: Llano agrees to prepay the royalty due on the balance of
the 413 MMCF remaining recoverable reserves which have not been produced from
the Government “"A” No. 1 well as of the effective date of this Amendment, such

prepayment to be based on the gas price as set forth in the FERC Order.

SECTION 3: AIl other provisions of the Agreement For Subsurface Storage
Of Gas, Morrow Formation, Grama Ridge Area, Lea County, New Mexico. No.

14-08-0001-14277, shall remain unchanged.

-3-
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IN WITNESS WHEREOF, the United States, acting by and through the
Secretary of the Interior, and Llano, by its President and Secretary-Treasurer,
have executed the foregoing instrument and Llano has caused its corporate seal

to be affixed on the date of execution.
THE UNITED STATES OF AMERICA

_ [;_y Donald Paul Hodel AUG 17 1981
(Aevin8) Socretary of the Interior

ATTEST. , LLANO, INC.

I. _'édtéa?#‘easurer ' ByPM-S&?J ‘ ’/A’/L%
R g |

%

4

-

~—
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STATE OF NEW MEXICO ) ss
COUNTY OF LEA )
The foregoing instrument was acknowledged before me this 5<{;i;
day of (QZ;Vtc;[ , 1981, by Donald L. Garey , President

of Llano, Inc., a New Mexico corporation, on behalf of said corporation.

‘ . “ )/A,,‘A/ %,,/ D st //(Q

DERSERT o Notary Public

~ - :

ﬂy,Cbmmis$1qﬁ;Exﬁir85?

CSsdga,

-5-
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