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O PRCPOSED LOCATION

BARBER OIL, INC.
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BARBER OlL, INC.
SALADAR UNIT
SALADAR FIELD

EDDY COUNTY,

MEYICO

DIAGRAMMATIC SKETCH

PROPOSED WATER INJECTION WELL

=3

1

_5Y¥2" CASING AT _642
WITH __40___ SACKS CEMENT
TOP OF PAY AT _ 667

QTHER WELL DATA:

COMPLETION DATE: _B-27-5%6
ELEVATION: ___ 320"

TREATMENT: FRACED wiTH

ORIGINAL OWNER, LEASE & WELL NO.» __LRO3CL 800

PACKER SET

HUGHES (FEDERAL) LEASE,  WELL NQ 3

INITIAL POTENTIAL:

4%
o

L

E

&
L8

3
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s

P

N
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'BARBER OIL, INC.
SALADAR LINIT

CAl ANAD [l F=d B oY
LT Y A T A Y DR Sy ¥4

EDDY COUNTY, NEW MEXICO"

DIAGRAMMATIC SKETCH
PROPOSED WATER INJECTION WELL
WELL NO. __!=5

/ e
1 ? \—HOLE Ssize _6 4"
TOP GF CEMENT
200 EST.
PACKER SET AT _S00" _
5 ¥2"  CcASING AT _660 | ;__ OPEN HOLE _66Q_ To_682
WITH 40 _ SACKS CEMENT
TOP OF PAY AT _660" '
T.D. 682
OTHER_WELL DATA:
COMPLETION DATE: _9-1-62
ELEVATION: _3199°
e
TREATMFENT: _FRACED WITH 10,600
ORIGINAL OWNER, LEASE & WELL NO.: __GEORGE RIGGS ET AL, _ .

HUGHES (FEDERAL) LEASE, WELL NO 5

INITIAL POTENTIAL: 18BOPD 8 4 BWPD




BARBER OIL, INC.
SALADAR UNIT
SALADAR FIELD

EDDY COUNTY, NEW MEXICO

DIAGRAMMATIC SKETCH
PROPOSED WATER INJECTION WELL
WELL NO. _1=7

/ -
] 1 \HOLE SiZE _6_Y4"
TOP OF CEMENT
_l00'_ EsT.
|
PACKER SET A7 570"
_5 V2" casING AT 602 _ u [._ OFEN HOLE 60210 _633
WITH _100_ SACKS CEMENT
TOP OF PAY AT 60" ,
TD. 633
OTHER WELL DATA:
COMPLETION DATE: 12-29-65
. ELEVATION: __3199°
TREATMEMT: __FRACED WITH 11,000"
ORIGINAL OWNER, LEASE 8 WELL NO.: GEQRGE RIGGS ET AL,

HUGHES (FEDERAL) L EASE WELL NO 7

INITIAL POTENTIAL: 5 BOPD
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AAY ARAR 11
DML AUAIY  UNE
SALADAR FIELD

EDDY COUNTY, NEW MEXICO

DIAGRAMMATIC SKETCH
PROPOSED WATER INJECTION WELL
WELL NO. _2=2

TOP OF CEMENT
400" EST.

_4 2" CASING AT _625
WITH __35 __ SACKS CEMENT
TOP OF PAY AT ._633

\—HOLE sizg _6 4"

PACKER SET AT _575

] OPEN HOLE .625___ 70 _675

TD. 675

OTHER WELL DATA:

COMPLETION DATE: _!0-24-57
ELEVATION: 3205

+
TREATMENT: FRACED WITH 10,000 .

ORIGINAL OWNER , LEASE 8 WELL NO.»

GLORGE € CONMLEY,

MAYFIELD FEDERAL  LEASE Wil NO 2

INITIAL POTENTIAL: _ 2 _BO®PD
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BARBER OIL, INC.
SALADAR UNIT
SALADAR FIELD

EDDY COUNTY, NEW MEYICO

DIAGRAMMATIC SKETCH
PROPOSED WATER INJECTION WELL

CLL NO. _3-1
-~ -
A \_ .
d HOLE SIZE _7%4"
TOP OF CEMENT
O _EST
PACKER SET AT _600
7" CASING AT _850" L_ || OPEN HOLE _850" 7v0 _690
WITH __70 _ SACKS CEMENT
TOP OF PAY AT __660" ,
L TD. 690

OTHER WELL DATA:

COMPLETION DATE: _3—-30-56
ELEVATION: 3202’
TREATMENT: SHOT 56 _QTS 657 — 685

ORIGINAL OWNER, LEASE B WELL NO.: GEORGE RICGS ET AL,
MALCO—rEYSTONE FEE (EASE, WELL NO I

INITIAL POTENTIAL: 1O BOPD
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Year

1956
1957
1958
1959
1960
1961
1962
1963
1964
1965
1966
1967
1968
1969
1970
1971
1972
1973
1974
1975
1976
1977

Total

% of Total

Hughes
Federal

b, 257
15, 0N
8,567
6,830
5,810
4, gy
7,300
11,749
8,311
6,364
3,507
3,819
4,543
3,121
2,476
2,600
3,092
2,583
2,094
1,851
1,666
989

111,513

73.209690

BARBER OIL, THC.

SALADAR PTEIR

EDDY COUNTY, MEM MEXICO

PIPELINE RUH SUMIMARY

Malco

Fee

5,026
307
3,831
2,393
2,103
2,008
1,665
1,600
1,380
1,138
1,025
951
1,090
936
775
1,203
931
749
659
701
331
354

33,596
22.056198

Mayflicld
Pederal

e
WH OO O00OQ

OO =
Chy—~1 =1

806
605
h70
470
312
459
1
154
312
0
173
164
53

7,211

b.736112

Pleld
Total

7,683
19,751
12,398

9,223

7,913

6,502
10,143
14,420
10,35k

8,308

5,137

5,240

6,103

4,369

3,720

1,200

177

3,644

2,753

2,725

2,161

1,396

152,320
100.000000
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BARBER OIL, INC.
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OIL PRODUCTION DECLINE CURVEL:
BARBER OIL, INC.
MAYFIELD LEASE h
SALADAR FIELD
EDDY COUNTY, NEW MCXICO

AVERAGE MONTHLY OIL PRODUCTION — BARRELS
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OIL PRODUCTION DECLINE CURVE
BARBER OiL, iNC.
MALCO LEASE
SALADAR FIELD
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UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION OF THE
SALADAR UNIT

EDDY CCUNTY, NEW MEXICO
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Preliminary Recitals
Enablling Act and Regulations
Definitions
Unit Area

Exhibicts

Expansion
Unitized Land and Unitized Substances
Unit Operator
Resignation or Removal of Unit Operator
Successor Unit Operator
Accounting Provisions and Unit Operating

Agreement
Rights and Obligations of Unit Operator
Plan of Operations
Tract Participations
Tracts Qualified for Unit Participation
Allocation of Unlitized
Royalty Settlement
Rental Settlement
Conservacion

Dralnage

naces

jNolNs} =1 AW &= 2o

Substances ..o

and Contracts Conformed and Extended

Correction of Errors
Covenants
Effective Date and Term
Rate of Prospecting, Development and Production
Nondiscrimination
Appearances

Notices

Run With Land

No Wailver of Certain Rights
Equipment and Facii;ties Not Fixtures

Attached to Realty
Unavoidable Delay
Loss of Title
Border Agreements
Nonjoinder and Subsequent Joinder
No Partnership
011 1n Lease Tankage on ELfectivc Date
Personal Property Excepted

Taxes

Joinder in Dual Capacity

Exhibit
Exhibilt
Exhiblt
Exhibilt

(Map of Unit
(Schedule of
(Schedule of
(Section 202

Ownership)
Tract Participation)
f Executive Order 11246)
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. UNIT AGREEMEAT
FOR THE DEVELOPMENT AND OPLRATION OF THE
SALADAR UNIT

EDDY COUNTY, HuM MEXICO
THIS AGREEMENT, entered Into as of the lst day of ay s

1978, by and between the parties subscribing, ratifylng or consenting
hereto, and herein referred to as "parties hecrcto”.
WITNESSETH:
WHEREAS, The parties hereto are the owners of_Workinu, Royalty,
or other 0il and Gas Interests in the Unit Area subject to this Agree-
ment; and
WHEREAS, The Mineral Leasing Act of TFebruary 25, 1920, (41 Stat.
437, as amended 30 U.S.C. Sections 181 et seq.) authorizes Federal
lessees and their representatives to unite with each other, or jolntly
6r separately wlth others in collectively adopting and operating a unit
plan of development or operation of any cil or gas pool, lield, or like
area, or any part thereof for the purpose of more properly conserving
the natural resources thereof whenever determined and certified by the
Secretary of the Interior to be necessary or advisable lIn the public
interest; and
WHEREAS, The 011 Conservation Commission of the State of New liexlico
is avthorlzed by law (Chap. 72, Laws of 1935, as amended by Chap. 193,
Laws of 1937, Chap. 166, Laws of 1941, and Chap. 168, Laws of 1949) to
approve this Agreement, and the conservatlon provislons hereofl; and
WHEREAS, The parties hereto hold sulflclent interests in the
Saladar Unit Area covering the land herclinafter described to give
reasonably effcctive contrel of operations thereling and
WHEREAS, Tt is the purpose of the purties hereto o conserve natural
resources, prevent waste, and secure other benslita oblalinable through A
development, and operation of the ares suplecst Lo this Aprcement unider
the terms, conditions nnd limltationsa hersln sot Jorin,

NOW THEREIORE, In conzsiderstion of <he

herein contalned, the parties herdld ¢comit 10 thiz Agresment lhely

reapective Intersasts in Lthe bLelow-1elingd Unis T7ea, a'wd arsse sovernl

pompne Lhesselven as follows




ARTICLE 1

ABLLING ACT AND RIEGULATIONS
The Mineral Leasing Act of February 2%, 1920, as amended, supra,
and all valid pertinent regulations, including operating and unit plan

regulations, heretofore iss ed thereunder or valld, partinent, and

reasonable regulations hereatter issued thercunder are accepted and made

a part of this Agreement as to Fedorul Lands, provided such regulations
are not inconsistent with the terms of this Agreement; and as to pri-
vately owned lands, the oil and gas operating regulations in eflfect
as of the effective date hereo!l governing drilling and producing
operations, not inconsistent with the tcerms hereof or the laws of
the State of New Mexico are hereby accepted and made a part of this
Agreement.

AP LCLE 2

DEFINITIONG

For the purposc of this Agreement, the {ollowing terms and cxpres-

sions as used herein shall mean:

2.1 Commission is defined as the 0i1 Conservatlon Commisslon of
the State of New Mexico.

2.2 Dircctor 1is defined as the Director of the United States
Geologleal Survey.

2.3 Secretary 1s deflined as the Jecretary of the Interlor of
the Unlted States of America, or his duly aulhorized delegate.

2.4 Department is defined as the Depariment o0 the Interlor of
the United States of America.

2.5 Supervisor ip defined 2s tne OL
United Stales Geological Survey, for =
i3 situatled.

P oo e vars 4 r p
and Gas Jupervisor of Lne
.
L

Aren 1o wnion the Unt

2.4 lUnt. Arvea is defined as tng
descy ‘bed by Trocts in Exhipit "R &
hereby deslgnated and recognized as

2.7 Unitized Formstion 1s defin . : Yaien
Por=atl {on commonly Znown a6 Lhe Tae : . 1 " H £ AUPA L
b

ta fount between H81 fer nd tidh o SRS
28, 16%4 of the Qeprce “lees at 2l S S
located 16450 feel frem 1af scuin lire 3 3% §icen
ef Section 13, Township 29 Southn, Brmre e ¥osl

JUR Urdvteed Sabataroes ds @efin e e x T 2ar, LEEAL 3 &Y
starces, *a., har do.tmiaos d sF Crogwte . TTht o aTs RO . P
oietd wmt conetilaemt Jigald v ST iar il 0 e T L RNt
srosBetat Trowm the ndtieat Faoreatloe ¢t e e g0 e
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2.9 Workingm Inte rest iz defined as an interest in tinltized Tub-
stances hy virzue ot o denne, Anorating oo ebhierwliloe, loeludliigg
a carried interest, wnlcn interest ls chargeable with and obligateu to
pay or bear, either in cash or out of productlion or otherwise, all or

a portion of the cost of drilling, daveloning, producing and operating
the Unitized Formaticn. Any interect in Unitlived Subsztances which 1s a
. Working Interest as of the date the owner thereol exccutes, ratifies or
- consents to this agreement zhall thereafter be treated as a Jorking
Interest for all purposes of this Arrecment. '

2.10 Royalty Interest lc defined as a right to or interest in
any portion of the Unitized Substances or proceeds thereof other than
a Working Interest and other than an Overriding Royalty Interest.

2.11 Working Interest Owner is deflined as a party hereof who owns
a Working Inte .

res

ct

2.12 Royalty Owner is defined as a party hereto who owns a Royalty
Interest.

2.13 Tract is defined as each parcel of land described as such
and given a Tract number in Exhibit "B".

) 2.14 Tract Participation is defined as the percentage of partici-
2 ) pation shown on Exhibit "C" for allocating Unitized Substances to a
Tract under this Agreement.

L 2.15 Unit Participation is deflined as the sum of the percentages
- oo | obtained by multiplying the Working Interest of a Working Interest Owner
s - ’ ) in each Tract fiaving Tract participation by the Tract Participation of
e ’ such Tract.

2.16 0il and Gas Rights is defined as the right to explore,
develop, and coperate land within the Unit Area for the production of
Unitized Substances, or to share in the production so obtained or the
proceeds thereofl.

2.17 Unit Operator is defined as the party designated by Working
Interest Owners under the Unit Operating Agrcement to develop and operate
the Unitized Formation.

2.18 Record Owner is defined as tne holder of the record title
to a lease covering Federal lands according to the applicable records
of the Department of the Interior of the United States of America.

2.19 Tract Cumulative 01l Recovery 1s defined as the total number
of barrels of oll produced from the Unitized Formation under such Tract
prior to January 1, 1978, as officilally reported to the Commisslon.

2.20 Unit Area Cumulative 011 Recovery is defined as the total
Tract Cumulative 01l Recovery of all Tracts. within-the Unit Area that
are committed to this agreemenrt In accordance with the provisions hereof.

2.21 Unit Operating Agreement is defined as any agreement or agree-
ments (whether one or morey entered into (separately or collectively)
' by and between the Unit Operator and the Working Interest Owners as pro-
vided in Artlcele 10, infra, and shall be styled "Untt Operating Agreement
Saladar Unit, Eddy County, iHew Mexino".

ﬁii 2.22 Unlt Operations is deflined as any operation conducted pur-
o suant to this Apgreement and the Unit CGperatling Agreement.

2.23 Unit Equipment 1s delined as all personal propevty, lense
and well equipment, plants, and other facllities and egulpment Laken
over or otherwise acquired for the Joint account Cor usa ia Untt

Operations,

WIS W e T
o




ined

as all cost, czpense, or indebtodness:
Aothe Hndt Aanine

~Lculree »

for or on

moaAT e

account of Unit

ceration:
2.25 Qverriding Royalty Interest 1o delined ne an dinterest in or
right to receive a portion »I thes Unitized Jubstances or fhe nrocefds

therefrom as an overrilding royalty interest, oll payment interest, net
profits contracts, or any other payment or burden, cxclusive of a Royalty
Interest, which does not carry with it the right to search for or produce
Unitized Substances.

2.26 Unit iManager is defined as any person or corporation appointed
by Working Interest Owners to perform the dutiecs of Unit Operator until
the selection and qualification of a successor Unit Operator as pro-

vided for in Section & hereof.

2.27 Outside Substances is defined as any substance obtained from
any source other than the Unitized Formation and injected into the
Unitized Formation.

ARTICLE 3
UNIT AREA
Tne following described land 1s hereby desipgnated and recognized
as constituting the Unit Area:

Township 20 South, Range 28 East, New Mexicc Principal Meridian

SECTION 33: NW 1/4 Sw 1/, N3z 1/4 SW 1/4, SE 1/4 NW 1/4, S 1/2 SW 1/4
and SW 1/4 SE 1/4.

Containing 240 acres, more or less, in Eddy County, New Mexico.
ARTICLE 4 '
EAHIBITS
L.l Exhibits. Attached hereto are the following exhibits which
are incorporated herein by reference:

4.1.1 Exhibit "A", is a map showing, to the extent known
to the Unit Operator, the Unit Area and the boundaries and
identity of Tracts and leases in saild Unit Area.

4.1.2 BExhibit "B", is a schedule showing, to the extent
known to the Unit Operator, the acreage comprisiAQ each Tract
and the percentage of ownership of each Working Interest Cwner
and each Royalty Owner in cach Tract.

4,1.3 Exhibit "C", is a schedule showing the percentage
of participation each Tract has in the Unit Area.

4,14 Exhibit "D", 1s the proﬁisions-of paragraphs 1 tbrcagh

7 of Scetlon 202 of Executive Order 11216 as amended.




relorens? hereia in made no oan

4.3 Exnibits Considered Corrcct. An exhiblt shall be conslidered

to be correct until revicsed as herelin provided.

vized Exhinits. Exhibits "A", "B" and "C" shall

S

be revised by the Unit Operator whencver changes render such revision

necessary, and not leczs than four coples thereof shall be filled with

=)
3
4]
)

pove descrived Unit Area may when practicable be expanded to
include therein any additional Tract or Tracts rcgarded as reasonaoly
necessary or advisable Lo conform with the purposes of thls Agreement.
Such expansion shall be

effected in the following manner:

) (a) The Working Interest Owner or Owners of a Tract or Tracts

T o : desiring to bring such Tract or Tracts into this Unit, shall file an
S application th:refar with Unis Operator requesting such admission.
. (b) After preliminary concurrence by the Director and the Con-
. ;'“,. " mission, Unlt Operator shall circulate a notice to cach VWorking Interest

i Owner of the propossd expansion, setting out the bosic for admission,

the Unit Participation to be assigned to such Tract or Tracts, and other

pertinent data. After negotilation (at Working Interest Owners' meeting
or otherwice) if ninety per cent (90%) of the Working Interest Owners
(on the basis of Unit Participation) have agreed to such Tract or

Tracts being brought into the Unit, then Unit Operator shall:

~V"A' (1) Prepare a notice of proposed expansion describing the contem-

plated changes in the boundaries of the Unit, the reason tnerefor, the

basls for admlssion of the additional Tract or Tracts, the Unit Partici-

) ) pation to be assigned thereto and the proposed effective date thereof
preferably the first day of a month subsequent to the date of notice; and

(2) Deliver copiles of said notice to the Director, the Commission

and each Working Interest Owner (malling copy of such notlce to the last

known address of each such Working Interest Owner) a.nd to the lessee and




lessor whose interests are proponed tn de commiticod) advising such
Shirty {305 days will oe alrlowea ror submissinn to the

of any objection to such propoced expansion; and

M
ot

pon expiration of zaid thirty (30) day perlod as sct

v apove and provided that objections of not more
than ten per cent {10%) of the Working Intercst Owners have peen {iled
thereto, with the Supervisor and the Commission the following: (a)
Comprehensive statement as to malling such notice of cxpanslion; (v) An
Application for such expansion; (c) An instrument containing the appro-
priate joinders in compliance with tne particlipation requirements of
Article 14, 4nfra, and (d) a copy of all objections received alohg
with the Operator’s response thereto.

The expansion shall, after due consideration of all pertinent
information andé upon approval by the Supervisor ard the Commlsslon,
become effective as of the date prescribed in the notice thereofl or
on such other date as set by the Supervisor and the Commission in
the order or instrument approving such expansion.

ARTICLE 6
UNITIZED LAND AND UNWITIZED SUBSTANCES

All land committed to this Agreecment as to the Yates Sand as

defined under Unitized Formation, shall constitute land referred to

herein as "Unitized Land" or "Land s.bject to this Agreement". All

[eX

o1l and gas in or produced from sald Unitizcd Formation of the "Unitize

Lard" are unitized under the terms of this Agreement and herein are
called "Unitized Substances". Surface rights of ingress and egress
shall be maintained for the benef*t »¥ the Unit.

Nothing herein shall be construed to uniti«e, pool, or in any way
affect the o0il, gas and other minerals contained in or that may be pro-
duced from any formation other than the Unitlzed Formation as defilned
in Article 2.8 of this Agreement.

ARTICLE 7
UNIT OPERATOR

Barber OLl, Inc. 13 hereby designated as Unit Operator, and by

signing this instrument as Unlt Operator he agrees anrnd consents to

accept the duties and obligations of Unlit Operator for the operation,

~6-




development and production of Unitized Subustances as hareln provided

k 5

Wnenever relerence 1s made herein to the Unit Onerator, such reference
means the Unit Operator acting in that capacity and not as an owner

of Interests in Unitized Substances, and whoen such interests arce owned
by 1t the term "Horking Interest Owner” when used herein shall include
or refer. to Unit Operator as the owner of a VWorking Interest when such
an interest is owned by it.

ARTICLE 8
RESIGNATION OR REMOVAL OF UNIT OPERATOR
Unit Operator shall have the right to resign at any time, but such

resignation shall not become effective so0 as to release Unit Operator
from the duties and obligations of Unit Overator and terminate Unit

Coerator's rights as such for a period of six (6) months after written By

notice of intention to resign has been giverd by Unit Operator to all
Working Interest Owners, the Supervisor and the Commission, and until
all wells are placed in a satisfactory condition for suspension or
abandonment whichever is required by the Supervisor, unless a new
Unit Operator shall have been selected and accepted and shall have
taken over and assumed the duties and obligations of Unit Operator
prior to the expiration of said period.

The - .lilgnation or removal of Unit Operator shall not release Unit
Operator from any liability for any defaunlt by it

prior to the effective date of its resignatio

3
o]

7o removal

The Unit Operator may, upon default or failure in the performance.
of 1ts duties or obligations hereunder, be subject to removal by the
owner of seventy-five per cent (75%) of the committed Working -Interests
(on the basis of Unit Participation) exclusive of the WOrking Interest
Owner who 1s the Unit Operator. Such removal shall be effective upcn
notice thereofl to the Director, and the Commission.

In all instances of resignation or removal, until a successor Unilt
Operator is selected and accepted as hereinafter provided,  the Working
Interest Owners shall be jointly responsible for performance of the
duties of Unit Operator, and shall not later than thirty (30) days
before such resignatlon or removal becomes effective, appoint a.Unlt

Manager to represcnt them in any actlon to be taken hercunder,

~7-




Working Interest or other interest in Unitlzced Substances, but upon the
resignation or removal of Unit Operator becoming effective, such Unit
Operator shall deliver possession of all wells, equipment, books, r%cords,
materlals, appurtenances and any other assets, used in conducting the
Unit Operations and owned by the Working Intercst Ouwners (including
any and all data and information which it might have gained or assembled
by reason of its operation of the Unit Area) to the new duly qualified
successor Unilt Operator or Unit Manager or to the owners thereof if no
such new Unit Operator is elected, to be used for the purpose of con-
ducting Unit Operations hercunder. Nothing herein shall be construed
as authorizing removal of any material, equipment and appurtenances
needed for the prescrvation of any wells. Nothing herein contained
shall be construed to relieve or discharge any Unit Operator.or Unit
Manager who resigns or 1s removed hereunder f(rom any liabillity or
duties accruing or performable by 1t prior to the effective date of
such resignation or removal.
ARTICLE 9
SUCCESSOR UNIT OPERATOR

Whenever the Unit Operator shall tender 1its resignation as Unit
Operator orvr shail be removed as hereinabove provided, or a change of
Unit Operator is negotiated by Working Tnterest Ownars, the Working
Interest Owners shall by affirmative vote of at least seventy-five per
cent (75%) of their voting interest, based upon the percentages of
participation as shown on Exhibit "C", select a successor Unit Operator,
provided, however, that should any Working &nterést‘OWner own a voting
interest ot more than twenﬁy—five par cent (25%), the vote of sald
party shall not serve to disapprove the sclection of a new Unit Operator
approved by eighty per cent (80%) or more of the voting interests of the
remaining Working Interest Owners, and provided further that the Unit
Operator shall not vote to succeed itself; Such selection shall not
become effective untll (a) a Unit Operator so selected shall accept in
writimg thne dulies and responsibvbllities of Unit Operator, and (b) written

‘notice of gsuch selection shall have been flled with ond approved by the

-8~




Supervisor., and “he Commission. If ro successor Unit Onerator s
selected and gqualifisd as hercin provided, the Director and the Com-
mission at their election my declare this Agregment terminated.
ARTICLE 1¢
ACCOUNTIHNG PROVISICHS AND UNIT OPERATING AGREEMENT
Costs and expenses incurred by Unit Operator in conducting Unit

Operations hereunder shall %e paid, apportioned amons; and borne by the
Working Interest Owners in accordance with the Unit Operating Agreement.
Such Unit Operating Agreement shall also provide the manner in which the
Working Interest Owners shall be entitled to receive their respective
proportionate ana allocated share of the beneflts accruing hereto in
conformity with their underlying operating agreements, leases or other
independcin. contracts and such other rights and obligations as between
Unit Operator and the Working Interest Owners as may be agreed upon

by the Unit Operator and the Working Interest Owners; however, no such
Unit Operating Agreement shall be deemed elther to modify any of the
terms and conditions of this Unit Agreement or to relieve the Unit
Operator of any right or obligation established under this Unit Agree-
ment, and in case of any inconsistency or conflict between the Unit
Agreement and the Unit Operating Agreement, this Unit Agréement shall
prevail. Two true copies of any Unit Operating Agreement executed pur-
suant to this Article shall be filed with the Supervisor and two true
copies thereof shall be filed with the Commission, prior to approval of
this Agreement, and {hereafter promptly after any revision or amendmeng.

ARTICLE 11
IGHTS AND OBLIGATIONS OF UNIT QPEBAFOR
Excépt as otherwlse specifically provided nerein, ghe exclusive

right, privilege and duty of exercising any and all rights of the parties
hereto whilch are neceassary or.convenlcnt for prospeccting for, producilng,
storing, allocating and distributing the Unitlzed Substances are hereby
delegated to and shall be exercised by the Unit Operator as hereilr pro-
vided. Upon request by Unit Opecrator, acceptable evidence of title to

sald rights shall be deponlted with sald Unlt Operatar, and together
~

witn this Agreement, shall constitute and deline the righis, privileges

and oblipntlons of Unlt Operator. Nothing hereln, howevsar, shall be
A ;
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construed to transfer title to any land or to any lease or operating
agreement, it being understood that under this Arreement the Unit

Operator, in its capacity as Unit Opcrator, ohall excrcice the rights

and possesslon and use vested In the parties hereto only for the pur-

poses herein specified.
ARTICLE 12
' PLAN OF OPERATIONS
1It 1s recognized and agreed by the partiles hercto that all of the

]

|

§ land subject to this Agreement 1is reasonably proved to be prodactive
| .

| of Unitized Substances and that the object and purposc of this Agrecment

v
; is to formulate and to put iﬁto effect a secondary recovery projecg'in
é order to effect additional recovery of Unitired Substances, prevent

| . waste and conserve natural resources. The parties hereto agree that

i the Unlt Operator may, subject to the concent and approval of a plan
of dperation by the Working Interest Owners, the Supervisor, and the
Commission, inject into the Unitized Formation, through any well or
wells completed therein, brine, water, air, gas, oil, liquefied petroleum

gas, and any other substance or a combination of any of said substances,

whether produced from the Unit Area or not, and that the location of
input wells and the rates of injection therein and the rate of produc-

tion shall be governed by standards of good geologic and petroleum

engineering practices and conservation methods. After commencement

:m" . % cf secondary operations, Unit Operator shall furnish the Supervisor

i and the Commission monthly, injection and production reports for each
well in the Unlt. The Working Interest Owners, the Supervisor, and
the Commission, shall be furnished periodical reperts on the progress
of the plan of operation and any revisions or chanéeS'thereto; provided
however, that any major rovisions of the plan of operation involving a
baslc deviatlon from the Inltial plun of operatlon shall be subject to
! the consent and approval of the Working Interest Owners, the Supervisor,

and the Commlsslon.

f ‘ The infticl plan of operation shall be {lied with the Supcervisor
and the Commisnion concurrently with the [llling of this Unlt dpreement
for final approval., Safd tnitial plan of eperatlion ant all revislons
wheress anall be an complete and adequate az the Jupervizsar acd

+
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thnn 100% Tract Con

vised in accordance

UNIT PARTICIRPATION

As the odjectlive of this fAgreement 1s to have lands In the unit
area operated and entitled to participatlion under the terms hereof, it
is agreed that, notwlthstending anythling else hercin, no Joinder shall
be considered a commitment to this Unit Agreement unless the tract in-
volved 1s qualified under tnis sectilon.

On and after the effective date heveof the Tracts ﬁithin the Unit
Area which shall be entitled to participation (as provided in Article
13 hereof) in the prodﬁction of Unitized Substances therefrom shall be
those Tracts within the Unit Area that are qualified as follows:

ioh Workine In

(a) FRach and 2ll of those Tracts as te which Werkin g In

<t
(]
=

Owners owning one hundred per cent (100%) of the Working Interest in
said Tract execute this agreement and the Unit Operating Agreement and

altvy Interest
ally interest

5

Royalty Owners owning one hundred per cent (100%) of the Ro
in saild Tract have subscribed, ratified or consented to this ﬂgreement;
and

(b) Each and all of those Tracts in which the owners of not less
than ninety-~five per cent (95%) of the Working Interest thereln execute
this Agrreecment and the Unit Operating Agreement and the owners of not

.

less than seventy-rive per cent (75%) of the Rovaluy

arest therein
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to this

the nonzubnerlining
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OWNNeTs

anall Be ntiriyuned
L0 the Werking Interest Owners in such Tract who hove dbecome nartlies Lo

BUCh agtuelmenis, In proportion Lo thetir

- fad Yl e gV Ty M
this Agreemen

such Tract or
narslicipate heveunder. Unit Operator

1 approval by the Super-
e, flle therewlth a

and made subjfect

e . J . ~
from the Unlttced Land hercunder., Sa2id schedule shall set forth
oppcalite each such coammitted Tract the leagse number and assiznm

number, the owner of re:zerd of the lease, and the percentages of partic-

Lpation of such Tract which shall 3¢ computaed using the formula set out

fos

in Artic

e 13 {Tract Particigation) adove. Thls schedule of partilci-
pation shall be revised Zxhibit "C7 and upon approval thereof by the

Supervisor and tne Cemmission shall become a part of this Agreement and

shall govern the o~lliocatlion of production of Unitized Substances until

a new schedule Ls agprovel by the Supervisor and the Commission.

ALLOCATION OF UNITIZED SUBSTANCES
All Unitized Substances produced and saved (less, save and except
any part of such Unitized Subsztances used in conformity with good
operating practices on Unitized Land for drilling, operating, camp,
and other production or development purposes and r'or pressure mainte-
rnance or unavoldable loss) shall be apportioned among and allocated
to the committed Tracts within the Unit Area Iin accordance wlth the

. respective Tract Participation then effective hereunder during the

13-
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anount ol fintz

amount, (regerilens

actual produstion
>, Lt oany, on such Tract)

shall, Tor all intents, uzos and gurposes, 5o deenad to have been

The Unittzed Substances alliocated to ecach Tract shall be distri-

RO S " e

unted Tor fto the parties executling, consenting to

or ratifying this agreement entitled to share in the production from
guch Tract In the sane nanner, in Th2 same proporilons, and upon the
same conditlons, as thoy would nave partlcipated and shared In the pro-
duction from zuch Yracts, or in the procee<s therecf, had thls Agreement
not been entered into; and wWith the same legal force and effect.

fio Tract committed to this jgreement and quallfied for participation
as above provided shall be subsequently excluded from participation here-
under on account of depletion ol Unitized Substances, and nothing herein
contained shall be construed as reqguiring any retroactive adjustment
ror production obtained prior to the effective date of the Joinder and
qualification of any Tract.

If any Working Interest or Royalty Interest in a Tract hereafter
become divided and owned in severalty as to different parts of the
Tract, the owners of the divided interests, in the absence of an agree-
ment providing for a different division, shall share in the Unitized
Substances allocated to the Tract, or in the proceeds thereof, in pro-
portion to the surface acreage of thelr respective parts of the Tract.

The Unitized Substances aliocated to each Tract shall be delivered
in kind to the respective Working Interest'Owners and parties entitled
thereto by virtue of the ownership of 011 and Gaé ﬁights therein or by
purchase (rom such owners. Each Working Interest Owner and the partiles
entitled thereto shall have the continulng right to receive such produc-
tion in kind at a common point within the Unit Area and to sell or dis-

pose of the same as it sees fif. Each such party shall have the right

~1ia
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purpese on

wyment of such expense. In the event
to take or otherwise adequately dispose of

its proportionate share of the production {rom the Unit irea currently

as such conditions corcinue, Unit
Operator, for the account and at tne expense of such bar:y and 1n order
to avoid curtailing tne operation of the Unilt Area, may dbuy, sell or
_otherwise dispose of such production to itselfl or others on a day-to-
day basis at not less than the prevalling market price in the area for
like production, and thne account of such party shall be charged therewith
as having received such production. The net proceeds, 1f any, of the
Unitized Substances so disposed of by Unlt Operator shall be paid to
the Vorking Interest Ouner for payment to the parties entitled thereto
under existing contracts.

Any party receiving in kind or separately diqusing of all or
any part of the Unitized Substances allocated to any Tract, or receiving
the préceeds therefrom 1f the same 1s sold or purchased by Unit Overator,
shall be responsible for the payment of all Royalty on the 1easé or
leases and Tracts contributed by it and received into the Unlt, and
each such party shall hold each other party hereto harmless against all
claims, demands and causes of actlon for such Royalty on the lease or
leases and Tracts contributed by it and received into the Uaitized Land.

If, after the effective date of this Agreement, there is any Tract
or Tracts that are subsequently committed hereto, as provided in Article
5 (Expansion) hereof, or any Tract or Tracts within the Unit Area not
committed hereto as of the effectlve aate hercol but which are subse-
_quently committed hereto under the provislons of Article 33 (Nonjoinder

and Subsequent Joinder), and Article 14 (Tracts Qualified for Unit



Participation), or if any Tract is excluded From‘thc Unlt Area as pro-
vided for in Article 31 (Loss of Title), the schedule of partic.patlion
as shown in Exhibit "C" shall be revised 5y the Unit Operator and diz-
tributed to the Working Interest Owners, the Supoervicor and the Com-
mission to show the new pcrccntagcs of participation cf 2all the then
effectively committed Tracts, in any such revislon pursuant to this
paragrarh the Tract Participations of the Yracts committed prior to
the revision shall remain in the same ratio one to the other and the
revised schedules, upon approval by the Supervisor and the Commission,
shall govern all the allocation of production from and after the effec-
tive date thereol until a new schedule 1s so approved.
ARTICLE 16

ROYALTY STERTLEMENT

The United States of America and all Royalty Owners who, under
an existing contract, are entitled to take in kind a share of the
substances produced from any Tract unitized hereunder, shall continu=z
to be entitled to such right to take in kind thelr share of the Unitized
Substances aliocated to such Tract, and Unit Operator shall make dellv-
eries of such Royalty share taken In kind in conformity with the appli-
cable contracts, laws and regulations. Settlement for Royalty Interest
ﬁot taken in kind shall be made by Working Intercst Owners responsible
therefor under existing contracts, laws and regulations, on or before
the last day of cach month for Unitized Substances produced during
the preceding calendar month; provided, however, that nothing herein
cpntained shall operate to relieve the lessees of any land from their
respective lease obligations for the payment of any Ro&alty due under
thelr leases, except that such Royalty shall be computed in accordance
with the terms of thils Unit Agreement.

If gas obtained from lands not subject to this Agreement is intro-
duced into the Unitized Formation, for use in repressuring, stimulation
of production or increasing ultimate'recovery in conformity with a
plan approved pursuant .to Article 12 (Plan of Operations), a like amount
of gas, less approrriate deductions for loss from any cause, may be

withdrawn from the Unitized Formation, Royalty free as to dry gas but

~16-
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ca and the other Royzity

any Overriding Royalty Interast

Unitlzed Suhstances allao-
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cated to the rezpective Tract o0 Tracts eommittod heroto, In Lieu ol

allocated

ey

all Unltized Jubstancas on thas Basis of Lhe amounts Lpereo

ccified in
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[
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such lower rate or rates as may

the United States of America) and

party hereto claiming an Overriding Royalty Intercst that executes

¢

tii« Agreement represents and warrants that 1t 1s the owner of a Royalty

»

Interest or Overriding Royalty Intecrest (as applicable) in a Tract or
Tracts within the Unit Area as its interest appears in Exhipit "B"
attached hereto. If any Royalty Interest in a Tract or Tracts should
be lost by title failure or otherwise in whole or in part, during‘the
term of this Agreement, then the Royalty Interest of the party repre-
senting himself to be the owner hereof shall he reducad nrannrtionately
and the interest of all parties shall be adjusted accordingly.
ARTICLE 17
RENTAL SETTLEMENT

Rentals or minlmum royalties due on leases cdmmitﬁed hereto shall

be paid by Working Interest Owners responsible therefor under existing

contracts, laws an

1 vacnlnt
d reguln
shall operate to relieve the lessees of any land from their respective
lease obligatlons for the payment of any rentail or minlmum royalty in

lieu thereof due under their leases. Rental or minimum royalty for




L

lands of the Unlted States of Amerlilcea sublect to “his Acrceaencent shall

be pald atv the rate opeciflied in the recpective loases from the Unltod
States of America, unless rontal or ainlmum voyolty Lo walved, suspended,
or reduced by law or by approval of the Zeceetary of nls duly suthorivzed
representative.

ARTICLE 16
CONSERVATION

Operations hereunder and production of Unitlzed 3ubstances shall
be conducted to provide for the mecst economical and efficient recovery
of sald substances without waste, as defined by or pursuant to Federal
and State laws and regulations.

ARTICLE 19
DRAINAGE

The Unit Operator shall take appronriate and adequate measures
co prevent drainage of Unitlzed Substances from Unitlzed Land by wells
on land-not subject to this Agreement.

ARTICLE 20
LEASES AND CONTRACTS CONFORMED AND EXTENDED

The terms, conditions and provisions of all leases, subleases and
other contracts relating to exploration, drilling, de elopment or opera-
tion for oill or gas on lands committed to this Agreement are hereby
expressly modifled and amended to the extent necessary to make the
same conform to the provisions hereof, but otherwise to remain in full
force and effect, and the parties hereto hereby consent that the Secre-
tary shall and by his approval hereof, or by the approval hereof by
his duly authorized representative, do hereby establish, élter, change
or rev-.:e the drilling, producing, rental, minimum royalty and royglty
cdcral leases committed hereto and the regulations
in reépect thereto to conform said requirements to the provisions of
this Agreement.

Without 1limiting the generallity of the foregoing, all leases,
subleases and contracts are partilcularly modified in accordance with

the following:

18-




opment of any particuler part our Tra
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Urritlzed Land satthstanding anyihline Lo the

other contract by and

nerforaned
deemed
for the benel] : v and every
ease shall be deomed to expire by reason
produce wells situaled on land therein embraced.
sien of drilling or producing operations on all Unitized
ursuant to directlon or consent of the Secretary and the € is-
d¢uly authorized representative, shall be decmed to coql
such suspenslion pursuant vo such directlon or consent as to
of Unitized Lands.
Zach lease, sublease, or contract relating to the =xploration,
development or operation for oll and gas which by its terms
expire prior to the termination of this Agreement, 1s hereby ex-
tended beyond any such term so provided therein, so that 1t shall be
continued in full force and effect for so long as such land remains
committed hereto.
(e} The segregation of any Federal lease committed to this Agree-

ment is governed by the following provisions in the fourth paragraph

of Sec. 17(j) of said Act of February 25, 1920, as amended by the Act

of September 2, 1960 (74 Stat. 781-784): "Any (Federal) lease hereafter
committed to any such (unit) plan emvracing lands that are in part within
and in part outside of the area covered by any such plan shall be segre-
gated into separate leases as to the lands committed and the lands not

committed as of the effective date of unitization; Provided, however,

that any such lease as to the nonunitized portion shall continue in
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forc2 and eiroct for ¢ cerm theren: buat o oot

years Irom the date of such segresatlon and 5o lonm thercafter s oll

or gas is produced In gaying guantitdes.”

LRRORS

It s hereby agreed by all parties to this Arrcement that Unit
Operator 1is empowered to correct any mathematical or cierical errors
which might exist in the pertinent cxhibits to this Apreement; provided
however, that correction of any crror other than mathematical or clerlcal
Oyt

firzt having obtained apnrov-

and the ¥Working Intercst Cwner

The covrnants hsrcin shall be construed to be covenants running
wifA the land with respect to the interest of the parties hereto and
thelr successors in interest until this Agreement termlnates, and any
grant, transfer or counveyance of interest in land or leases subject
hereto shall be and nereby is conditioned upon the assumption of all
privileges and obligations hercunder by the grantee, trans{eree or
other successor in interecst. Ho assignment or transfer of any Working
Interest subject hersto shall be binding upon Unit Operator until the
first day of the calendar month after Unilt Operator 1s furnished with
the original, or acceptable photostatic or certified copy, of the
recorded instrument of transrer; andé no assignment or transfer of any
Royalty Interest subject hereto shall be binding upon the Working In-
terest Ouwner responsible therefor until the first day of the calerdar
month after said Working Interest Owner is furnished with the original,
or acceptable photostatic or certified copy, of the recorded instrument
of transfer.

ARTICLE 23

This Agreement shall become binding upon each party as of the dape

such party signs the Iinstrument by which 1t becomez a party hereto;

and, unless sooner terminated as hereinaflter provided, shall become

=2V
et
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Gualilbliled under

arger
agproval by Governmantal auinhorily, (U oblalned.

tor tne followlng require-

of this Apresment and the Unit

Owners cwning a combined Unit

Participation of &% loast nlnely-three per cent (935), and tne cxecution
or ratiftication of Lhis Agreement by Royalty Owners ownlng a combined

{nterest of a2t leas: gsewventy-Tive per cent (753) of the Royalty Interest,

(») The apsroval of this Agrecement by the Sccrctary or his duly
autnorized representative and the Commiszsion.
uls Agrecment is not Illed {or [lnal approval by the Secretavy
or his duly authorized representative and the Commission on or bhefore
Jamrary 31, 1979, this Agreement shall ipso facto expire on seaild date
(hereinafter called "expiration date) and thereafter be of no further
force or effect, unless prior thereto this Agreement has been executed
or ratifled by Working Interest Owners owning a comoined Unit Participatisn
of at least ninety per cent (90%) and the owners of at least sixty-five
per cent (65%) of the Working Interests committed to this Agreement
have voted to extend said expiration date for a period not to exceed
six (6) months (hereinafter called "extended expiration date"). I said
expiration date 1s so extended and thils Agreement is not filed for final
approval by the Secretary or his duly authorized representative and the
Commission: on or bgfore,said extended expiration date, this Agreement
shall 1pso facto explre on sald extended expiraticn date and thereafter

be of no further force or effect. PFor the purpose of this Article,
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condary recovery
operations)y 2re prosccwted therocon without cessation of more than
nlnety (§3) conancinive days, unless sooner terminated by Workin

iy
Lo

er proviiod.

for any rcason wlth the approva!

Worwing Interest Owners owning

joon termination of this Aprcement, the parties hereto shall be

governed oy the Lerms ond provisions of the leases and eontracts alfect-~
tng the geparaie Tragns

Royalty Owners nherehy grant Working Intercst Owners a perlod of six (6)

months after termtination of this fAgrecement In which to salvage, sell,
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56 disposze of the personal property and facilities
used fn conncction with Unity Operations.

ARTIC 24

FATE OF PROSPECTLIG, DEVELOPMENT AND PRODUCTION

production and the disposal thereof shall be 1n conformity
with allocatlions and quotas made or firxed by any duly authorilzed person
or regulatory body under any rFederal or State statute. The Director is
hereby vested with authority to alter or modify from time to time, at
his discretion, the rate of prospectling and development and wlthin the

limits made or fixed by the Commlsslon to alter or modify the quantity

7ot ctherxwise covered by the leases unitlzed under this Agreement,
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productlon In tho adbsence of speclfle writteon approval thereof by the
Commission.
Powers in this Article wested in the Director shall only be exer-

cised alter notice to Unit Operator and opportunity for hearing to be

In connection with the performance of work under this agreement,
Unit Operator agrees to comply with all of the vrovisions of Section
202(1) %o (7), inclusive, of Executive Order 11246 (30 F.R. 12319),
as amended by Executive Order 11375, dated October 13, 1967.
ARTICLE 26
APPEARANCES
Unit Operator shall have the right to appear for or on behalf of
any and all interests affected hereby tefore the Department and the
Commission, and to appeal from any order issued under the rules and
regulations of the Department or the Commission, or to apply [or reliel
from any of said rules and fegulations or in any proceedings relative
¢ operations before the Department or the Commission, or any other
legally constituted authority; provided, however, that any other in-
terested party shall also have the right at his or its own expense to
be heard 1Iin any such proceedlng. )
ARTICLE 27
NOTICES
All notlces, demands, objJectlons or statements requlred hereunder
to be glven or rendered to the partles heroto snall be deemed Cully
piven 17 made In wrliting and personalily dellivered ©9o the party or

partles or cent by postpald replstersd or cert!llad mald uhltresaod
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CONISTUrUCt as a walver

ascert any legal »r conntliutional
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any law of the

Lands are located,
or rules or regulatlens fssucd thereunduer in any way aifecting such

o any right beyond his or {is

ATTACHZD TO REALTY
Zach HWorking Interes: Owner has herctofore placed and used on its
reement various well and lease equip-

facllitles. Tt 1s also recognized

les may hereafter be placed and
used upon the Unitized iLand as ..»w or herealter constituted. Therefore,
for all purposes of this Agrcém,nt any such equilpment shall be consld-
ered to be personal property arnd not {ixtures attached to realty.
Accordingly, sald well and lease cqgulpment and personal property is
hereby severed from the mincral estates affected by thils Agreement,
and it 1s agre=d that any such equipment and personal property shall
be and remain personal property of the VWorking Interest Owners for all
purposes. ‘
ARTICLE 30
UNAVOIDABLE DELAY
All obligations undér this Agrecment requiring the Unit Operator
to commence or continue secondary recovery operations or to operate on
or produce Unitized Substances from any of the lands covered by thils

Agreement shall be suspended while, but only so long as the Unit Operator
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Subhject o the

c Supervisor and the Comn

the Unin Operator, wiuh concurrence of sicty~{ive per cent (6%5%) of

whe Worwing Interest Quocrs, bawmed upon the pereentages of

TRy enLer lnto torder provcctlon agreement or agreements with the

Staton 27 Anerica shall Be wlilthheld, bul zuch funds shall te deposited

okt dperator az oguch ls vellsved Urom Any regponaslblilty for any

Woruing Intercest Guners of adjacent lands along the boundaries of the

Unit Area wiinh respect to the operatlons In the border area for the

maxinum ultimate recovery, conservatlon purposes and proper protection

of the partfies and interests.
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nds

in the Unlt Areca not committed

hereto prior to submission of this Acgrecment Lo the Dircctor

wnd tne

for final approval may thereafter be commltted hoereto upon

eomn)innce with the appliceble provislons of thls Artlels and of Article
1t (Tracts Qualifiesd for Unit Parclcipntleon) herool, at any timc up Lo
]
t
: the effective date hercofl.
;
!

It is understond and agreed, however, that f{rom and after the
, the righv of subsequent joinder as provided in

is Articizs, shall de subject to such requirements or

approvals and

sreed upon by ninety per ceny (90%) of the

=v5 {bascd uwoon Lhe percentages ol parvicipation)

A4 =5 e pavers b -
and the Sapervissr.

by a proposed Worklng Interest Owner

nust Do evwldenced by nhis 2xecutlon or ratlilication of thls Agreement
x agreement.  Such Jolinder by 2 proposed Royalty
Ouner oust e evidenced by his executlon, ratification or consent of

this Agreement ant must be consented to in writing by the biorking
ircercst Owner responaibie for the payment ot any benefits that may
acerve hereunder (n behalf of csuch proposcd Royalty Owner. Eiccpt as
mey be ginerwlize neroin provided, subsequent Joinder to this Agreement

H ghall oe offective 2n of the flrst day ol the month following the
erwisor and‘:hc Comminslon of duly exoccuted counter-
parts of any ant 21l documents necessary to establish effective commit-
of any Tract or intercst to this Agrecment, unless objectlon to
such joinder By thre Direcctor or the Commission ix duly made within

slzty (60) days afier such fLliing.

ARTICLE 34

HO PARTHERIHILIP
it 5 expresslily agreed that the relation of the parties hereto is
that of independent contractors and nothing fn this Agreement contalned,

expressed or implled, or any operations conducted hereunder, shall

create or be deemed to create a partnership or asuociation between the

, parties hereto or any of them.

26
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20 all Royalty o Hoyalty Owners under the
terms and provislions of e applicadble leass or leases and other con-

tracts. All such oll and gas in excess of the prior allowable of the

well or wel

was produced shall be regarded and

created the neces nroducaed after the effective

date nerest, ve date hereofl, any Tract is over-

produced

o the allowable of the well or wells on that

Tract and ih such overproductlion has been sold or otherwiss

o
o
i
O
3
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ductlon shall be regarded and included as a

nroduced after the effective

e
[

enarged to such Tract as having been

delivered to the persons entitled to Unltized Substances allocated to

ARTICLE 36
PERSONAL PROPERTY EXCEPTED
All lease and well equipment, materlals, and other facilltiles
heretofore or hereafter placed by any of the Working Interest Owners
on the land subject to this Agreement shall be deemed to be and shall
remain personal property belonging to and may be removed by the Working
Interest Ownurs. The rights and interecsts therein as amongy Working

Interest Owners are covered by the Unif Operating Agreement.
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Eacn party hereto shall,

e

oy 1its own account, render and pay 1tz

e

share of any taxes levied against or measurced by the qmount or value

' of the Unitized Substances produced from the Unitized Land; provided,
nowever, that 1f it is reqguired or if it be determined that the Unit

Operator or the sewveral VWorking Interest Ouncrs must pay or advance

sald taxes for the account of the partles hereto, it 1c hereby expressly
agreed tnat the parties so paying or advancing sald taxes shall be re-

impbursed therefor by the partiles hereto, including Royalty Owners, who

may de responsible for tne taxes on thelr respective allocated share

; of said Unitized Sudstances. o such taxes shall be charged to the
Ynited States nor to any lessor who has o combtract with a lessee which
requlres his lessee to pay such taxes.

ARTICLE 38

JOINDER IN DUAL CAPACITY

éxccution as nerein orovided by any party as either a YWorking
. Interest Ouwner or z Royally Owner shall commit all interests owned or
' controllced by such party; provided, however, that il the party 1is the
owner of a Vierking Interest, he must also execute the Unit Operating
Agreement.
ARTICLE 39
COUNTERPARTS
This Agreement may be executed Iin anry number of counterparts, no
one of which needs to be executed by all parties anad 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, ratificatlon or consent hereto with the same force
and effect as if all parties had signed the same document, and regard-

less of whether or not it is executed by all other parties owning or

claiming an interest in the lands withln the above described Unit

- ; : Area.
}
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|
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flothry Public  mareama waxem

4 foregoing instrument was acknowledged before me this
[ Fday or , 1978, by Joe L. Johnson, Jr. and Han H.
ohnson, his =«

[y Commission Expires:
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Notlry Public pampips warxim

STATE OF MISSISSIPPI
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foregoing instrument was acknowledged before me this
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rument was acknowledged beflore me tnils
78, by J. A. Norgan and Myra 5. Morpan,

My Commission cxpires:
My Commission Expires MNovember 26, 1979 ﬂ //

wWotary Public
ssie 7%/.0

STATE OF MIiFIoSIPDI

COUNTY OF -RerdbieEH

The feregoing instrument was acknowledged before me this
olﬁ day of g rit_. 5 1978, by Dudley J. Hughes and Robbie W.
1¢s.

Hughes, his
//>
g 1 L
/

Notary Public
RoHe  Laflace

My Commlszion bxplres

STATE OF TEXAS

COUNTY OF BEE

ﬂ774\day of
his wlfe.

foregomng instrument was acknowledged before me this
, 1978, by Dan A. Hughes and Juanita W. Hughes,

My Commissgén Fxnlres:
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EXHIBIT "C"
TO
UNIT AGREEMENT
SALADAR UNIT
EDDY COUNTY, NEW MEXICO

Schedule of Tract Participation

Tract No. Participation Percentage
1 71.473862
2 6.802539
3 21.723599

Total 100.000000
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CTION 202 OF
ZR 11246

{1) The contractor will not discriminate against any employce or
applicant for employment because of race, color, religion, sex or national
origin. The contractor will take affirmative action to ensure that appli-
cants are employed, and that employees are treated during emnloyment, with-
out regard to their race, color, roligion, sex or national origin. = Such
action shall include but not be limited to the following: employment, up-
grading, demotion, or transfer; recruitment or recruitment advertising;
layoff{ or termination; rates of pay or other forms of compensation; and
selection for training, including apprenticeshin. The contractor agrees
to post in conspicuous places available to employees and apnplicants for
ermployment, notices to be provided by the contracting officer setting forth
the provisions of this nondiscrimination clause.

(2) fThe contractor will, Ln all sollcitations or advertisements for
employees placed by or on behalfl of the contractor, state that all qualified
applicants will receive consideration for employment witnout regard to race,
color, religion, sex or national origin.

(3) The contractor will send to each labor unlon or representative
of workers with which he has a collective bargaining agreement or other
contract or understanding, a notice, to be orovided by the agency contract-
ing officer, advising the labor union or workers' representative of the
contractor's commitments under Section 202 of Executive Order No. 11246
of September 24, 1965, and shall post copies of the notice in conspicuous
places avallable to employees and applicants for employment.

(4) The contractor will comply with 2ll provisions of Txecutive Order
No. 11246 of Sept, 24, 1965, and of the rules, regulations, and relevant
orders of the Secretary of Labor.

(5) The contractor will furnish all information and reports required
by Executive Order No. 11246 of September 24, 1365, and by the rules,
regulations, and orders of the Secretary of Labor, or pursuant thereto,
and will permit access to his books, records, and accounts by the con-~
tracting agency and the Secretary of Labor for purposes of investigation
to ascertain compliance with such rules, regulations, and ordevs.

(6) In the event of the contractor's noncompliance with the nondis-
crimination clauses otf this contract or with any of such rules, regulations,
or orders, this contract may be cancelled, terminated or suspended in whole
or in part and the contractor may be declared ineligible for further Govern-
ment contracts in accordance with procedures authorized in Executive Order
No. 11246 of Sept. 28, 1965, and such other sanctions may be imposed and
remedies invelied a5 provided in Bxecutive Order No. 11246 of September 214,
1965, or by rule, regulation, or order of the Secretary of Labor, or as
otherwise provided by Law.

{7) The contractor will include the provisions of Paragraphs (1)
through (7) in every subcontract or purchase orders unless exempted by
rules, regulations, or orders of the Secretary of Labor issued pursuant
to Section 204 of Executlve Order Ho. 11246 of Sept. 24, 1965, so tnat such
provisions will be binding upon each subcontractor or vendor. The contractor
will take such action with respect to any subcontract or purchase order as
the contracting agency may direct as a means ol enforcing such provislons
including sanctlons for noncompliance: Provided, however, that in the event
the contractor becomes involved in, or is threatened with, litigation with
a subcontractor or vendor as a result of such direction by the contracting
agency, the contractor may request the Unlted States to cnter into such
litigation to protect the interests of the United States.

Contractor shall also ablde by the regulatlons of Executlive Order 11593,
Occupatlional Safety and iealth Act and by Execcutive Order 11540, VYeterans
Hire Regulation, which orders are {nserted hereln by referenc:.
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"lNSTRUCT'IONS

General: This form is designed for submitting & complete and correct well ‘comp!etion report and log oo ull types bf lands and lenseg to slther & Federal agency or 8 State m_;'(ncy',‘,
MmmmmmwmmwmmmmmemmmmMMnmwnmmmMmMWMMMMMHmmmm”mwdmmwm

.submitted, partieniarly with rognrd to local, aica, or regional procedures and practices, either are shown below or will he tssucd by, or may be obtained from, the local Federal
athall P

and/or State office. See instructions on items 20 and 24, and 33, below regarding separate reports for separate completions. e - s
If not filed prior to the tine this summary record Is submitted, coples of all currently available 10gs (drillers, geoloplsts, sample eud core aualysls, all types electrle, ete.), forma-

tion and pressure tests, and directional surveys, ghould be attached bereto, to the extent required by applicuble Federal and/or State laws and regulations, All attachinents .

should be Jisted op this form. sc¢ ftem 20, )

item 4: 1f there are no applicable State requirements, locnllons-pfa Fédcrixfb\;' indlan iand should be deseribed in nccz}rdnnce “'rlth chcrn". fcqu\remcnts. Consult Tocal Su\te‘f

- or Federal office for specific instructions. Lo . . Con I : . .

‘ftem 18: Indicate which elevation is used as reference (where not otherwlse shown) for depth measurements glven in other spaces on thig form and in any attachmenta.

lems 22 ond 24: If this d for separate production from more than one interval zone {multiple completion), so state in item 22, and in item 2% show the producing

Interval, or intervals, top(s), bottom(s) and name(s) (if any) for only the interval reported in item 83, Submit a scparate report (page) on this form, adequately fdentified,
for each additional {nterval to be separately produced, showing the additional data pertinent to such interval. - o B 3 - . . !
ttem 29: “Sacks Cement”: Attached supplemental records for txis well should show the details of any multiple stage cementing and the ocation of the cementing tool. ”
Item 33: Submit & separate completion report on this form for each interval to be separately produced. {See fnstruction for itemns 22 and 24 above.), " - =
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ilew liexdco Cil Conservation Commlssion
P.0. Zox 2082

Saanta Fe, Hew lexico 87501
tpplication is hereby made for the oripinal authority to inject water

into the 7ates sand formaticn of the Saladar-fates field for the

curpose of secondary recovery of oil,

Znclosed are:
1 A plat showing the location of the proposed injection wells
e are . '
2nd other wells in the field. Thereyno other wells in the

2 mile radius area which produce from the Tates sand.
2  Sample logs of two of the proposed injection wells.

3 & diagraa to show the relation of casing, tubing, packer

and the injection zone.

L, The injection zone is a sand in the Yates formation at a
depth of about 550 feet. The fluid to be injected will

be water from a lease water well which 1s 55 feet deep.
Ceo. D. Liggs Operater

P.O. Box 116

Carlsbad, I 88220
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wicy, zases will be heard tefore Richard L. Stamecs, Hvaminev
, Aiternate Exaziner:

(Continued {rom September 24, 1975 Exanine

-t
~
T
-
s
)
o
~

ecs County, New Mexico. Appl
seeks an order pooling 2ll

Teermation underlyiar the 872

Y

z

vange. 26 Last, Chaves County, lew M
ty A well o be drilled at an ozthedox
Section 210 Also to he considered
¢ and cempleting seid well and the

n< well as actnal operuyting ceuts
vieter.  Aleo to be censidared will be the
az the operator of the well and a c¢ha
irodrillinn said well.

sheren

from Oazoder 8, 1975 Examiner Eea

~U Aclantic Richfield Company for a wazarflocd pre
v ew Mexico. Applicant, in the above-styvled cause,
seeks authority to institute a waterflooe project in the Vacuuz
~%an andres Pocl by injection of water through seven we
An dtm State Y ! Seare "0 Leases, siv cf
vertod nroducers located dn Unizs C, £, I, &, M, and 0 of Seqti
dip LT Fouth, Range 34 East, Lea Countv, New Mexico, o
the seveprnn Loeing a new well drilled at an unorrthodox location
“ier from the South line and 2250 feetr froo the West line of =a
Sertinon 32, Applicant further seeks an administrative procedurs

whereby the projcet area could be expanded and addiricral wells

ar standard and non-standard locations put on injection and producci

520 Tow

al

5972 {(Continued frum October 22, 1975 Examiner Hearing)

Applicarion of Georpe D. Riggs for a waterflood project, Eddy
Counry, New Mexico. Applicant, in the abeve-styled cause, seeks
authovity to institute a waterflood project in the Saladar-Yates
Ponl hy the injection of water through his Hughes-Federal No. 4,
Malco Well YNo. 2, and Maytfield Federal No. 4 Wells lecated,
reapectively, in Units F, L, and O of Section 33, Township 20 Scuth
Rarve 2% East, Eddy County, New Mexico.
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United States Department of the Interior

GEOLOGICAL SURVEY

P, 0. Drawer U
Artesia, New Mexico 88210

December 5, 1975

Mr. George D. Riggs
Post Office Rox 113
Carlsbad, New Mexico 88220

Dear Mr. Riggs:

Your letter of September 29, 1975 requests approval to operate a
waterflood of the Yates formation in the Saladar-Yates Field cn
that portion of Federal oil and gas leases described as follows:

Sec. 33, T. 20 S., R. 28 E., N.M.P.M.,
Eddy County, New Mexico

NM 08277 SELNWY, NE%SWY:, and SlSWy
LC 062254-A SWYSEY

The flood pattern would be non-symmetrical and the plan proposcs
to convert to water injection wells No. 4 Hughes located 2310/N
1650/W and No. 4 Mayfield located 330/S 1753/E, both in sec. 33

above. This project will be operated in conjunction with the fee
lease in the northwest.

The plan for operating the above described waterflood project as
proposed in the application is satisfactory to this office and
hereby approved subject to approval by the New Mexico 01l
Conservation Commission and the following:

1. This project will be operated in compliance with the
New Mexico 01l Conservation Commission regulations
governing waterflood operations.

Prior approval will be obtained for any change or
~deviation from the original plans or revision thereof,

The usual notice and reports of workover, conversions,
injection commencement, or suspension, etc. of all wells
involved will be timely submitted.

RS VALY PRE N3



4, Duplicate copiles of a monthly progress report (N.M.0.C.C.
form C-120 acceptable) are to be submitted to this office
showing the volume of water injected and average
pressure for the injection wells and production for the
producing wells in the project area.

Sincerely yours,

s
’ o P
& Robert L. Beekman
Assistant District Engineer

cc:
Roswell/Attachments
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VATION COMMISSION

O:P ',;»ll "!""T/‘f\

_CALLED Y il
COMMISSION OF NEW MENICO FOR
THE PURPOST OF CONSIDERING:

CASE MNO. 55706
Ordar Wo, R-5

APPLICATION OF GLORGZ D. RIGGS

FOR A WATEZRFLOOD PROJECT, EDDY
COUNTY, N7 MEXICO.

"ORDER OT THE COMMISSION

"BY THE COIMISSION:

Thie cause came on for hearing at ¢ a.m. on Novamk
" at Santa Fe, New Mexico, before Examincr Richard L. Stame

NCW, or this 17th day of Novenber, 1975, the Commission,
a quorum being present, having considared the testimeny, the
record, and the recomnmendations of thw Fxaminer, and b°1ng
fully adv1 ad in the promises,

FINDS:

(1) That due public notice hav*rJ been given as required
by law, the Cormmission has jurisdiction of this cause and the
subject matter thereof.

(2) Trhat the applicant, Geoxrge D. Tiggs, seeks authority
to institute a waterflood progecb oin nis Hughes Fedural, naluo,
and Mayf£ield Fedz=ral Leases in the Siladar-Yates Pool by the
injection of water into tha Yates formation througit his Hughes-
Federal tMo. 4, Malco No, 2 and Mayfield-Federal tMo. 4 wells
‘located, respectivelv, in Units F, L, and 0 of Section 33,
Township 20 South, Rang2 28 Last, NMPI, Eddy County, New iMexico.

{3) That the applicant proposes to inject water into
said wells by gravity pressur2 only.

{4) That the applicarnt should file an analysis of the
supply water and a report of water treatment.

(5! 72hat the wells in the project area are in an adv:nced
state of depletion and should progerly be classificd as “"strippexr"
wells. '

(6) That the prnposcd waterflood project should result
in the recovery of otherwise unrecoverable oil, thercby
preventing waste.




(7) That the operator should talke all steps nacessary to
enzure that the injected water enters only the proposed injec-—
tion interval and s not permiticd o escape to other formations
~or onto the surface froxm injection, production, or plugead ard
ahandoned vwells. :

(8) That thas subject application should be approwed and
the project should be governed by the crovisions of Rules 701,
702, and 703 of the Commission Rules and Pegulaticns.

IT IS THEREFORE ORDERZD:

(1) That tﬂe applican®t, George D. Riggs, is hereby
authorized to institute a waterflood project on his Hughes
Federal, Malco, and Nﬂyfiplc Federal Leases in the Saladar-
Yates Pool by the injection of water by gravity pressure only
into the Yates formation through the following~described wells
in section 33, Township 20 South, Range 23 East, NMPii, Eday
County, New Mexico:

Bughes~Federal No. 4, Unit F
Malco No. 2, Unit L .
Mayfield-Federal No. 4, Unit 0

(2) That injection into each of said wells shall be through
internally coated tubing, set in a packar which shall be loc»u_
within the casing as nesar as practicable to the casing shoe;
that the casing~tubing annulus of each injection well shall be

~loaded with an inert fluid ard equipped with an approved pressure
gauge or leak detection device. Interral coating of the tubing
shall not be required if the injected fluid is treated on a
continuing basis to prevent corrosion.

(3) That the operator shall immediately notify the super-
visor of the Commission's Artesia district cfiice of the
failure of the tubing or packer in any of said injection wells
tha leakage of water or oil from around any producing well ;s
the leakage of water oy oil fyrom any plugged and ¢ banﬁoned
within the project area and shall take such timely steps as
may be necessary or required to correct such failure or leakags

{4) That the operator shall file with the Supervisor of
the Artesia District Office of the Comnicsion witain 30 davs
of the date of initial water injection a report showing
analysis of the supply water, a report of water treatrent
processes or chemicals Lo be used, and & skctch of the treatment
facilities.
. (5) That the subject waterflood projcct is hereby designate =d
the Riggs=Saladar Waterflood Project and shall be governed b
the provisions of Rules 701, 702, and 703 of the Commission
RPules and Regulations. ‘ :

Y
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(6) That montuly progress reports of the waterflood
project herein authorized shall be submitted to the Commission
in accordance with Pules 704 and 1120 of the Commission Rules
and Pegulations.

(7) That jurisdiction of this cause is rectained for the
entry of such further orders as the Commission may deem
necessary.

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

STATE OF NEW MEXICO
OTL CONSERVATION COMMISSION

P

PHIL I. LUCERO, Chairman

Gy & bt
a7 # : -
D 615 ¢ LE/\/L g
/JOE D. RAMEY, r-'.e;b»r % Secretary




