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U, 5. GEOLOGICAL SURVEY

ROSWELL, NEW MEXICO
CERTIFICATION--DET ERMI NATION

T 14080001 8723

Pursuant to the authority vested in the Secretary of Interior,
under the act approved February 25, 1920, 41 Stat, 437, as amended,

30 U.S.C. secs. 181, et seq., and delegated to the Director of the
Geological Survey pursuant to Departmentai Order No. 2365 of October 8,
1947, I do hereby:

A. Approve the attached agreement for the development and
operation of the Grayburg-Jackson Premier Sand Unit Area, State of
New Mexico.

B. Certify and determine that the unit plan of development
and operation contemplated in the attached agreement is necessary and
advisable in the public interest for the purpose of more properly
conserving the natural resources.

C. Certify and determine that the drilling, producing,
rental, minimum royalty, and royalty requirements of all Fuderal leases
committed to said agreement are hereby established, altered, changed, or

N

revoked to conform with the terms and conditions of this agreement.

Dated NOV 5 1965
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§
ACT,NG Director, United States Geological Survey
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. terms, conditions and limitations herein sec forth.

GRAYBURG-JACKSON PREMIER SAND UNIT AGREEMENT
EDDY COUNTY, NEW MEXICO

THIS AGREEMENT, entered into as of the 10th day of December, 1964,
by and between the parties subscribing, ratifying or consenting hereto, -
and herein referred to as '"parties hereto!, |,

WITNESSETH: That,
WHEREAS, the parties hereto are the owners of working, royalfy or

other oll or gas interests in the Unit subject to this Agreement; and

WHEREAS, the 01l Conservation Commission of the State of New Mexico.‘

is authorized by law (Sec. 64-3-14, N.M.S. 1953 Anno.) to appro&e this
Agreement, and the conservation provisions hereof; and

WHEREAS, the Mineral Leasing Act of February 25, 1920 (41 Stat, 437,
as amended, 30 U.S.C. Sections 181 et:éeq.) authorizes Federal lessees and
their representatives to unite with each other or jointly or sepafately o
with others in collectively.adopting and operating a cooperative or unit .

plan of development or operation of ahy oil or gas pool, field or Ifke

area or any part thereof for the purpose of more properly conserving the N

natural resources thereof whenever determined and certified by the

Secretary of the Interior to be necessary or advisable in the public

interest; and e

WHEREAS, the pﬁrties heretq{hold sufficlent Interests in the Grayburg-.

. Jackson Premier Sand Unit covering the land hereinafter described to give

reasonably effective control of operation thereiln; and

WHEREAS, it i{s the purpose of the parties hereto, to enable institu-_i:»i

tion and consummation of secondary recovery operations, conserve natural
resources, prevent waste-and secure the other benefits obtainable through

development and operation of the area subject to this Agreement under the

e o e



NOW, THEREFORE, in consideration of thae prémises and the promiees'

herein contained, the parties hereto commit to this Agreement.ﬂleir entitei

respective interests in the below defined Unit Area, and agree aeverally ﬁ
::,among themselves .as follows:

SECTION 1. ENABLING ACT AND REGULATIONS: The Mineral Leasing Act

J‘;: of February 25, 1920, as amended, supra, and ali‘vnlid; pertinent regula=
. tions, including operating and unit plan regulations, heretofore iasueds}F
'-f{vthereunder'and valid, pertinent and reasonable regulations hereafter issned
"ﬂf thereunder are accepted and made a part of this Agreement as to Federalir
'llandﬂ, provided such regulttions are not ineonaiatentzwith the terms of )

. this Agreement; and as to non-Federal lands, the oil and gaa'o?erating

'”f regulatidnd in éffect as of the effective date hereof governing drilling

.55 v.and producing operations, mot inconsistent with the terms hereof or the lawa

of the State in which the non-Federal land is located,  are hereby -acaepted

""" . and made a part of this Agreement.

SECTION 2. UNIT AREA AND DEFINITIONS: For the purpose of this Agrea

" ment, the'fqllowing terms and expresaions as used herein ahall'mean'
(a) "Unit Area" ig defined as those-lands specified on Exbibit
"AY hereof, and such land is hereby designated and recognized ns conatitu-

ting the Unit Area; the lands described in said Exhibit "A""

as follows, to-wit-

TownshigA17 South Range 30 East N.M P.M.
Section 27¢— Wy, WiSE%, SE’zS& .
Section 28:- EY, SEjSW; .

Section 33: N%NE% . )

Section 34: NiNy. - e T
Section 35: NWENWy S UL
“"Containing 1,080.00 acres, more or ‘less.

. (b) "Commission" is:definéd as the 011 Conservation Commission .

.. of the State of New Mexico. o

(c) "Director" is defined as the Director of the United StatasA

'Geologicnl Survey.

«(d) "Secretary" is defined as. thezsecretury of the Interior o

:'ithe United States of Anerica,;f




(e) "Department" is defined.as the Department of the Interior:

. . L)

of the United States of America.

(£) "Supervisor" is defined as the Oil and Gas Supervisor of .,

. the United States Geological Survey.

LI

(g) "The Grayburg-Jackson Premier Sand" is defined and shall

\

mean that heretofore established underground reservoir, tha top of which

'is found at 3230 feet, and the base of which is found at 3243 feat, on

.

(formerly Premier Petroleum.Corporation's) Maddren-Beeson Well No. 8B,

located in the NW%SWy Section 26, T-17-S, R-30~E, N.M,P,M., together with

- from 100 feet gbove the top and 50 feet below the bottom of the principal

AA"aand body shown by said log, insofar as same lies within the Unit Area.
(h) "Unitized Formation" is defined as the portion of the

o Grayburg-Jackson Premier Sand efféctively committed to this agreement,

(1) "Unitized Subsgtances" s defined as and shall mean all oil,

gas, gaseous substances, -sulphur cont;ined in gas, condenqnté, distillate

and all aaaocieﬁed and ¢onstituent liquids or liquefiabla hydrocarbons. -

within or produced from the Unitized Formation. .
(3) "Working Interesth 1s defined as the right to search for,_'f
produce and acquire Unitized.Substancéa whether held as -an incident of

ownership of mineral feQ_éiﬁﬁle title, under an oil and gas leass, or

- otherwise,

(k) "Working Interast Owner" 1s defined and shall mean any

party hereto owning a Working In:eiest, including a carxied workﬁng interest -

owner, holding an intereat in Unitized Substances by virtue of ‘a leass,
oparating agreement, fee title‘o:'otherwise,'which interest 18 chargeabla’ .
with and obligated to pay or bear, éiﬁher in cash or out of production,

" or otherwise, all or-a portion of the cost of drilling, developing.and

P =GR s et
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producing the Unitized Substances from the Unitized Formation and operAC£n3-‘ e

thereof hereunder.
(1) "Royalty Interest" or "Royalty" is defined as an interest’
other than a Working Inﬁérest in or right to receive a portion of the ‘
Unitized Substances or the proceeds thereof and includes the royalty
interest reserved by the lessor by én o;l and gas lease and any overriding L
royalty interest, oil payment interest, net Erofit contracts, or any other ;d

)

payment or burden which does not carry with it the righ; to search for and "
produce Unitized Substances. C e -
(m) '"Royalty Oéner" is defined as and shall mean the owner of °

" a Royalty Interest. |
| (n) "Unit Operating Agreement" 1s defined as and shall mean
auy agreement or agreements (whether one or.more) entered into (separately'--

or collectively) by and between the Unit Operator -and the Working Interest 1

Owners as provided in Section 10, infra, and shall be styled "Unit Operat~

ing Agreement, Grayburg-Jackson Premier Sand Unit, Eddy County, New Mexico.," =~

(o) "Paying Quantities" is defined as production of Unitized
Substances in quantities sufficient to pay for the cost of producing same

" from wells on the unitized lands. \

(p) “Unit Manager" is defined as the person or corporatipn

appointed by the Working Interest Owners to perform the duties of the
Unit Operator until the;ééfécgion and qualification of a successor Unit . - .
Operator as provided for in Section 9 hereof. -,

(q) '"Adjusted (pseﬁdo) ultimate primary recovery" is defined
as that volume of o0il assigned to each tract as if all tracts and all
wells within the’Unit.Participating'Area had been drilled, produced and
operated at the same time and in the.same.manner;' ‘ N

(x)  "Surface Acres" is defined as’thé»number of acres committed

to this Agreement based upon computations on the surche_of thae earth

P




from courses and distances shown on the last approved public-land survey'i

-ag of tha effective date hereof.

(s) "Tract" means each parcel of land described as such and
glven a Tract number in Exhibit '"B", _
(t) "Initial Participating Area" or “Participating Area" shall

refer to the total of all tracts within the Unit Area that are entftled to:f

" share in the production of Unitized Substapées removed, saved or sold from.}
~ the Unit Ar;a, as shown on Exhibit "A" and as described and designated
in Section 13 hereof. |

(u) “Non-partiéipating" shall refer to and mean those tracts

not entitled to share in production of unitized substances saved, sold and
removed from the Unit Area.

SECTION 3. EXHIBITS: Exhibit "A" attached hereto {s .a map showing,
to the extent known to the Unit Operator, the Unit Area and the boundarles
and identity of tracts and leases in said Unit Area. Exhibit "B" attached B
 hereto is -a schedule showing, to the extent kﬁown to the Unit Operator, the -
acreage comprising each tract, petcentagé ownership of each-beking Interest}'m

Owner in each tract, and the percentage of participation each tract has in

the Unit Area. However, nothing herein or In said schedule or map shall ba'.;

construed as a represenugtion by any party hereto as to the ownership of

any interest other than such interest or interests as.are agown in said

map or schedule as ownedi?i“bﬁch party. Exhibits "A'" and "B" shall be

. revised by the Unit Operator whenever chgnges render such revision necesséry f

(voluntarily or when requested by the Supervisor), ;nd not leass than six

coples thercof shall be filed with the Supervisor. _ . ?c‘_d
SECTION 4. EXPANSION: The above described Unit Area may when prace ek

':icable be expanded to include therein any additional tract or tracts

regarded as reasonably necessary or advisable to confqrm with the purposes-

of this Agreement., Such expansion shall bq?éffgéﬁed'1n ;he'fo}loﬁingi:_3‘h




(a) The Working Interest Owners or owners of a tract or tracts
desiring to bring such tract or tracts into this Unit, shall fila an appli;‘
cation chetéfor with the Unit Operator requesting such admission. '

(b) Unit Operator shall circulate a notice to each other Working
Interest Owner affected by the proposed expansion, setting out the basis forf
admission, the unit participation to be assigned to guch tract or tracts,
and other pertinent data. AECer_negotiation (at Working Interest Ownera’..
meeting or otherwise) if 75 per cent 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;

. (1) After preliminary concurrence by the Director, prepare

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

(2) Dgliver copies of said notice to the Supervisor and mail
a copy of such notice to the las£ known address of each other Working Interegt
Owner, lessee, and lessor whose interests are affected, advising that
thirty (30) days will be allowed for submission to the Unit Operator of any .
objection to such proposed expansion; and

3 ‘Upon the expiration of said thirty (30) day period

as set out in (2) immediatély above file with the Supervisor the following:

(a) Evidence of mailing or delivering such notice of expansion; if appropriate;

.'(b) An application for such expansion; Pnd (¢) An instrument containing the j

appropriate joinders in compliance.ﬁith the participation requirements

of Section 14, infra; (d) Copies of any objections received.
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The'expansion sbali, after due consideration of all pertinent infor-
mation and upon approval by.the Director become effective as of the &ate
prescribed in the notice theréof or on such other more appropriate date as
may be set by the Director in the order or instrument approving such expan-
sion.

SECTION 5. AUTOMATIC ELIMINATION: All legal subdivisions of unitized

%Eﬂds (L.e., 40 acres by Government survey or {ts nearest lot or tract

equivalent ih instances of irregular surveys, however, unusually large lots

or tracts shall be considered in multiples of 40 acres, or the nearest aliquot

equivalent thereof, for the furpose of elimination under this subsection),

no parts of which are/eztitled to be in a participating area within fiveg
t2f1ele '

years after the effegﬁive date of this agreement, shall be eliminated

. ——————

automatically from this agréemept, effective as of the first day thereafter,
Jromatically trom TR

‘and such lands shall no longer be a part of the unit area and shall no
longer be subject to this agreement, unless at the expiration of sq{ﬁ

five-year period diligent drillin gpg;atiggs_g;g_ig_gsggffif_gg_gfitized

lands at a location which could qualify additional land for participation,

—————

in which event all such lands shall remain subject hereto for so long as sucﬁ
drilling operations are continued diligently, with not more than 90 days C
time elapsing between the completion of one such well and the commencement

of the next such well, except that the time allowed between su;h wells

shall not expire earliet.tﬁgﬂr30 d&ys after the expiration of any period of
time during which drilling operations are prevented by a matter beyond.the rea-
-.sonablé control of unit operator as set forth in the section hereof entitled

"Unavoldable Delay." Determination of creditable '"Unavoidable Delay" time

ghall be made by Unit Operator and subject to approval of the Director. The

Unit Operator shall, within 90 days after the effective date of any elimination’

hereunder, describe the area so-eliminated.to the satisfactiop of the Directqr
and promptly notify all parties iﬁ interest. ‘

Any expansion of the unit arza pursuant to this Section whiéh ”' ;
embraces lands theretofore eliminated pursuant to this Section 5 shallﬂ V

"not be considered automatic commitment or recommitment of such lands.

N e7e
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SECTION 6. UNITIZED LAND AND UNITIZED SUBSTANCES: All land committed

to this agreement, as to the Unitized Formation, shall constitute land referred
to herein as "Unitized Land" or "land subject to this agreement". All oil
and gas in the Unitized Formation underlying the Unitized Land are unitized
under the terms of this agreement and herein are called "Unitized Substances."
SECTION 7. UNIT OPERATOR: General American Oil Company of Texas is
hereby designated as Unit Operator, and by signing this.instrument as Unit
Operator it agrees and consents to accept the duties and obligations of Unit
Operator for the operation, development and production of Unitized Substancesa
as herein prbdvided. " Whenever reference is made herein to the Unit Operator,
such reference means the Unit Operator acting in that capacity and not as an
owner of interests in Unitiied,Subsfances, and the term "Working Interest Owner"
when used herein shall include or refer to Unit Operator as thevowner qf a
Working Interest when such an interest is owned by it.

SECTION 8. RESIGNATION OR REMOVAL OF UNIT OPERATOR: If the Unit Operator

is not the sole owner of working interest, Unit Operator shall have the right
to resign at any time, but such resignation shall not become effective 50 as to
release Unit Operator from the duties and obligations of Unit Operator and

. terminate Unit Operator's rights as such for & period of six (6) months after

written notice of intention to resign has been given by Unit Operator to all

~ Working Interest Owners, and the Director, unless a new Unit Operator shall have -

\

taken over and assumed the duties and obligations of Unit Operator prior to the
expiration of saié period.

The resignation of ﬁﬁ{?'Operétor éhall not release Unit Operator from -~
any liability for any default byric hereunder occurring prior to the effective
--date of its resignation.

The Unit Operator may; upon default or failure in the performance of
its duties or obligations hefeunder, be subject to removal by 75 per cent
of the committed Working Interest Owners (on the basis of Unit participation)
exclusive of the Working Interest Owner who i1s the Unit Operator. Such
removal shall be effective upon notice thereof to the Supervisor, .

In all such instances of effective resignation or removai, ﬁntil a
successor to Unit Operator is selected and approved as hereinafter proviéed,;

" the Working Interest Owners shall be jointly responsible fof the performance

-8-
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- Manager to represent them in any action to be taken hereunder,

" Interest or other interest in Unitized Substancea, but upon the reaignationh

" deliver possession of all equipment, books, and records, materihls,iappurf.

.-and owned by the Working Interest Owners (including any and all data and

o . contained shall be construed to relieve or discharge any Unit Operator who -

. . N ]
" performable by it prior to the effective date of such resignation or removal, .

- of at least 75 per cent of theiy voting interesta, based upon the percentagési

A

of the duties of the Unit Operator and shall, not later than thirty (30)

~days before such resignation or removal become effective, appoint a Unit

The resignation or femoval of Unit Operator .under this Agreement

shall not terminate its right, title or interest as the owner of a Working
or removal of Unit Operator becoming effective, such Unit Operator shall .’

tenances and any other agsets, used in conducting the Unit operations

information which it might have gained or assembled by reason of its

or to the Unit Manager {f no such new Unit Operator is elected, to be uged
for the purpose of conducting Unit Operations hereunder. WNothing hereln ':
shall be construed as authorizing removal of any material, equipment and o

appurtenances needed for the preservation of any wells, Nothing herein
resigns or is removed hereunder for any liability or duties accruing or

SECTION 9. SUCCESSOR UNIT 0PERAIOR° Whenever the Unit Operator

ahall tender iCs tesignation as Unit Operator or shall be.removed as here- :;i
inabow provided, the WOrking Intereat Owners shall by affirmative vote’
of participation assigned to tracts in the Unit Area, select 'a successor
Unit Operator, provided, however, that should any WOrking Interest Owner
own a voting interest of more than 25 per cent, the vote of gaid party
shall not serve to disapprove the selection of a new Unit Operator approved j
by 80 per cent or more of the voting tnterests of the temaining Working o
Interest Owners. Such selection shall noc become effective until (a)

-& Unit Operator 80 selected ghall accept in writing the duties and respon-




sibilities of Unit.Operator, and (b) the selection shall have been
filad with cthe Superviaor. If no successor Unit Operator or Unit
Manager is selected and qualified as herein provided, the Director,
at his election, may declare this Agreement terminated.

SECTION 10. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEFMENT:

If the Unit Operator is not the sole workihg interest owner, costs and expenses

incurred by Unit Operator in conducting Unit operations hereunder shall be
paid, apport}oned among and borﬂe by the Worﬁing 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 recelve their respective proportionate and allocated share

of the benefits accruing hereto in conformity with their underlying operating
agreements, legsesvor other independent contracts and such other rights

and obligations as between Unit Operator and the Working Interest QOwners as 5
may be agreed upon by the Unit Operator and the Working Interest Owners;

however, no such Unit Operating Agreement shall be deemed either to modify

any of the terms and conditions of this Unit Agreement or to relieve the Unit ’

Operator of any right or obligation established under this Agreement, and inj"

case of any inconsistency or conflict between this Agreement and the Unit
Operating Agreement, this Agreement shall prevail. Three true coples of anyl
Unit Operating Agreement executed pursuant to this Section shall be filed

with the Supervisor, ptior_ﬁo approval of this Agreement. o ﬂj

-

SECTION 11. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR: Except as
- otherwise specifically provided Berein, the»exclusive right, privilege
and duty of exercising any and all rights of the parties hereto which are
necessary or convenient for prospecting for, producing, storing;allocating,.i
and distributing the Unitized Substances are hereby delegated to and shall ?
be exercised by the Unit Operator 35 herein provided. Acceptable eQidence

of title to said rights shall be deposited with said Unit QOperator, and

l Tet b
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formulate and to put into effect a secondary recovery project in order to

operation and any revision or changes thereto; provided, however, that

ey g =1 o o i r—

together with this Agreement, shali constitute and define the rights,
privileges and obligations of Unit Operatdr. Nothing herein, however, shali
be construed to transfer title to any land or to any lease or operating
agreement, it being understood that under this Agreement the Unit Qperator,:
in its capacity as Unit Operator, shall exgrcise the rights of possession }
and use vested in the parties hereto only for the‘purposes herein specified;

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

parties hereto that all of the land within the participating area subject

‘to this agreement is reasonably proved to be productive of Unitized Substancés

in paying quantities and that the object and purpose of this Agreement is to
effect additional recovery of Unitized Substances, prevent waste and con-
serve natural resources. The parties hereto agree that the Unit Operator

may, subject to the consent and approval of a plan of operation by the

_ Working Interest Owners, if more than one, 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, or 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 production shall be governed by atandard% o

of good geologic and petroleum eﬁgineering‘practices and éonserva:ion

methods. The Working InCerest Owners, the Supervisor and the Commxssion,.

shall be furnished periodical reports on the progress of the plan of

© any major revisions of the plan of operation involving a basie deviation

- from the initial plan of operation shall be subject to the consent and

approval of the Working Interest Owners, the Supervisor and the Commission.:?f; ‘}J"
The initial plan of opeta:ioh shall be filed with the Supervisor

and the Commission concurrently with the filing of this Unit Agreement

e
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i-'for final approval, ’Baid init{al plan of operation and all revisiona

thercof shall be as complete and adequate as the Superviaor and the

f;k~’ _herewith. Reasonable diligence shall be exetcised in complying with
" the obligationa of the approved plan of operation. .’ ;

SECTION 13. TRACT PARTICIPATION: In Exhibit "B" attached hereto

Commigsion may deCermine to be necessary for timely operntion conaisnent

.- there are ligsted and numbered the various ;récta within the Unit Area Ana

set forth opposite each tract is a statement that the tract ig "non=

participation allocated to such tract calculated on 100 per cent tract

i_ commitment., The participation of each tract was determined as follows:

R S Percentage
o Participation =
of each Tract

The following described land is.recognized as reaaonebly proven to =
be productive of Unitized Substances in paying qunntitiea and ia hereby
designated and fixed as the initial Participating Area:p:‘ : .

"Township 17 South, Range 30 Fast, N,M P,M.-

V(“f:i' participating" or there is.a’ figure which represents the percentage’of o

Tract Adjusted ultimate primary recovery .
Participating Area adjusted ultimate primary recovery

Section 27:
Section 28:
Section 33
Section 34:
Section 35;

Containing 960 acres, more or leas.
In.the event the Unit Agteement is -approved with less than 100
" per cent tract commitmenc,‘said participation percentage shall be revised
to fit the #ommitment status as of‘:he effective date hereof, and there-
-after, as needed pursuant to Section 17 (Allocation of Uni;ized Subatances).q

SECTION 14. TRACTS QUALIFIED FOR UNIT PARTICIPATION: On and after

Wy, W4SE%, SEXSEj R
E%NE’: SE% —

NENEY,

N5k

N WY,

from shall be those tracts within the participating :area and more. pnrticu- F?.

larly described in sald mhibit "B" that are qualified as- followr

the effective date hereof the tracts within the Unit Area which ghall be

entitled to participntion in the production of Unitized Substances there-




(a) Each and all of those tracts as to which Working Interest
Ownera owning 100 per cent of the Working Interests in said tract and
Royalty Owners owning 75 per cent, or more, of the Royalty Interests in
said tract have subscribed, ratified or consented to this agreement; and ;
(b} Each and all of those tracts as to which Working Interest
" Owners owning 100 per cent of the Working Interest have.become parties
to this agreement, and as to which Royalty Owners owning less thafi 75
per cent of Fhe Royalty Interests have becomé partlies to this agreement, o
" and as to which (1) all Working Interest Owners in such tract have joinedn
bin a request for the inclusion of such tfact, and as to which (2) all A
’Working Interest owners within the Participating Area hava‘agreed to such

inclusion.v

SECTION 15. DEVELOPMENT OR OPERATION OF NON-PARTICIPATING LAND:
- If motebthan one committed working interest owner, any such party or parties
-hereto owning or controlling the working interest or a majority of the |
" working interest in any unitized land having thereon a regular well 1ocation'

may, with-the approval of the Supervisor and subject to the provisions of the

Unit Operating Agreement, at such party's sole risk, cost, and expense, drill

or work over a well to test the Grayburg-Jackson Premier Sand formation tf i

" such location is not within a participating area. N

If any well .drilled or.worked over, as aforesaid, by a working
R e —

interest owner results in production of unitized substances such that

the land upon which it is situated may properly be included in a parti- . £~

cipating area, or is determined to be essential to unit opetations,isuch T

participating area shall be enlarged as provided in this Agreement,

and the well shall thereafter be operated by Unit Operator in accordance
with the terms of this Agreement and the Unit Operating Agreement.
If any well drilled or workéd over, as aforesaid, by a working

intexest owner obtains production of unitized substances in quantities

:-13-‘: h | o “'A-"‘iﬁv“;tx
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insufficient to justify the inclusion in a participating area of the
land upon which such well 1s situated, or is determined not to be essen:ial.
to unit operations, such well may be operated and produced by the party

drilling or working over the same subject to the conservation requirements

" . of this Agreement. The royalties in amount of value of production from ’ {

" any such well shall be pald as specified in the underlying lease and

e s ey~ -

- Unit Operator shall, within six (6)‘montha from _and after the offggigl

agreements affected.

SECTIO§ 16. ENLARGEMENT OF PARTICIPATING AREA: Whenever it appears . ?
proper to revise the participating area to include land then regarded o
as reasonably proven to be productive of unitized substances in paying
quantities or determined to be essential to unit operations, the Unit
Operator and any other committed working interest owner or owners of such

tracts shall meet and seek to determine, on the basis of adjusted ultimate

primary recovery of unitized substances, and the essentiality to unit operations,

the tract percentage participation’ factor that should be assigned to .
such tract, . If and when such parties agree upon the tract participation
percentage factor that should be assigned to such tract, the Operator

sHall submit the matter or revision of the participating area and the

percentage participation factors to be assigned to each new tract proposed

\

to be included in the revised participating area, to the working interest \f

[

owners in the existing participating area. If 75 per cent of the voting
interests of such working interest owners approve the revision and tract

participating factors, theﬁ:\iubjecc to the approval of the Director,

] -
.the participating area shall be revised and the participating percentage

for each tract in the enlarged participating area shall be revised, provided,
however, that, in any such revision, the revised percentage participation
of the respective tracts or portions thereof which were participating

prior to such revision shall remain in the same ratio one to another.

“l4e
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date of complation of a unit well occasioning a revision of the parti-' e

cipating azea, file with the Supervisor appropriate instruments out~-

lining and establishing the revised participating area occasioned by

such well, The effective date of any enlargement of the participating
.area shall be determined by the Unit Operator, subject to the approval
" of the Director in advance of the vote by tha warking interest owners to

consider a revision of the participating area. It 18 the {ntent of this -
— 2 TP OF A

segEigE_EEgt the participating. area ahall be comprised of adjoining

parcels of land consisting of one or more Govermment survey quarter-quarter

sections, or lot equivalents in instances of irregular surveys, on each
iibuhinhdd —_—

LN

of which parcels there 1s a well capable of producing unitized substances -

~ 1in paying quantities or which, in the absence of such well thereon, are

" nevertheless determined to be essential for unit operations; but regard- ;

less of any revision of the participating area, nothing herein contained

shall be construed as requiring any retroactive adjustment for production

obtained prior to the effective date of the revision of.the participating'iﬁi.
area. '
In the absence of agreement at any time between the Unit Operatdr.;
and the Director, as to the proper definition or redefinition of a
participating area, the portion of all payment affected therebp may be
impounded in a manner mutually acceptable to the owners of working
interests, except royalties due the United States which shall be _
determined by the Supervisor, and the amount’ thereof deposited as directedé
by the Supervisor, to be held as unearned money until a participating -

.avea as reviged is finally approved and then applied as earned or returned p

in accordance with determination of the sum due as. Federal royalty on

the basis of such revised and approved participating area.

SECTION 17. ALLOCATION OF UNITIZED SUBSTANCES: All Unitized
—

Substances produced and saved (less,‘seve_and'except any part of .such

Unitized Substances uged in conformity with goed'bperating preeties'on"

i
>
i3
L
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unitized land for drilling, operating, camp, and other nroduccion or

development purposes and for Pressure maintenance or unavoidable loss)

" shall be npporrioned among and allocated to the committed tracts within

the participating area in accordance with the respective tract psrticipation
. T

et

effective hereunder during the respective periods such Unitized Substances

— T -
were produced, as set forth in the schedule of participation in Exhibit
-"B". The smoun: of Unitized Substances so allocated co each tract, and
" .only tbat amount (regardless of whether 1t be more or lese than the amoun:
' ‘of the -actual production of Unitized Substsnces from the we11 or wells, -
"if any, on such tract), shall, for all intents, uses and purposes, be
deemed to have been produced from such tract,

The Unitized Substances allocated to each tract shall be disttibuted

e
among, or accounted for to the parties executing, consenting to or recify

~1ng this Agreement entitled to shsre in the production from such tract
- . —_—
in the same manner, in the same proportions, and upon the same conditions,

e

_'ns they would have psr:icipated and shared in the production from such

" tracts, or in the proceeds thereof, had this Agreement not been entered

— ————

into; and with the same legal force and effect.
T——

No tract committed to this Agreement and qualified for participationm
- a8 above provided shall be subsequently excluded from participation
hereunder on-account of depletion of Unitized Substances, and nothing here-
in contained shall be construed as requiring any retroactive -adjustment 'M

-

for production obtained prior to the effective date of the joinder of

i

any tract.

If the Working Interest and the:Royalty Intereast in snyjtract are
divided with respect to separate parcels'or portions of'such tract and
owned severally by different persons, the percentage participation assigned ;
to such tract shall, in the absence of a recordable instrument executed )

by all owners .and furnished to Unit Operator rixing the divisions of '

ownership, be divided smong such parcels or portiou in proportion to j;

the number of aurfsce -acres’ in esch. B




The Unitized Substances allocated to eachltract shall be delivered in
kind to the respective Working Interest Owners if more than one, and partie;
entitled thereto by virtue of the ownership of oil and gas rights therein or
by purchase from such owners. Each such Working Interest Owner and the parties
entitled thereto shall have the continuing right to receive such production'?v

{n kind at a common point within the Unit Area and to sell or dispose of

the same as it sees fit. Each such party shall have the right to construct,*.x.

]
t

maintain andsoperate all necessary facilities for that purpose on unitized

land, provided the same are so constructed, maintained and operated as ;'“'

not to interfere with operations carried on pursuant hereto. Subject to ‘ ;‘:
_ Section 18 hereof, any extra expenditure incurred by Unit Operator by :
‘reaaon of the delivery in kind of any portion of the Unitized Substances %
" shall be borne by the party receiving the same in kind. In the event
any party hereto shall fail to take or otherwise adequately dispose of
its proportionate share of the production from the Unit Area currently
ags and when produced, then so long as such csnditions continue, Unit
Operator, for the account and at the‘expense of such party and in order
to avoid curtailing the operation of the Unit Area, may sell or otherﬁise.
dispose of such production to itself or others on a day-to-day basis .
-at not less than the prevailiné market price in.the area for like producti;;,
and the account of such party shall be charged therewith as having reqeived 3
such production. The net:pfgceeds; if any, of the Unitized Substances |
so disposed of by Unit Operator shall be paid to the party entitled
. thereto.
Any party receiving in kihd or separately disposing of all or any
part of the Unitized Substances allocated to any tract, or recelving the
proceeds therefrom if the same is sold or purchased by Unit Operator,lshall

be responsible for the payment of.éll Royalty on the lease or leases and )

tracts contributed by it and received into the Unit, and each such party

Car-n




shall hold each other party hereto harmless against all claims, demands

gnd causes of action for such Royaity on the lease or leases and tracts

~contributed by it and received into the Unit Area. ' :
If, after the effective date of this Agreement, there is any tract

or tracts that are subsequently committed hereto, as provided in Section 4

(Expansion), or Section 16 (Enlargement of Participating Area) hereof, or ;_ . i

any tract or tracts within the Dnit Area not committed hereto as of the - E : ) é

effective date hereof but which are subsequeqtly committed hereto under

the provisions of Section 33 (Nonjoinder and Subsequent Joinder), or i{f i

any tract 1s excluded from the Unit Area as provided for in Section 32

(Loss of Title), the schedufe or ﬁatticipation as shown in Exhibit "“B",

subject to Section 13 (Tract Participation) or: Section 33 (Nonjéinder and

Subsequent Joinder), whichever is appropriate, shall be revised by the

Unit Operator aﬁd distributed to the Working Incarest-Ownérs, if more than

‘one, and the Supervisor to ghow the new percentage participation of all the?

. then effectively committed tracts; and the revised schedule, upon app;oval '

by the Director or the Supervisor, shall govern all the allocation.

of production from and after the effective date thereof until the

effective date of a new schedule so approved.

SECTION 18. ROYALTY SEITLEMENT: The United States of America‘and

all Royalty Owners who, under an éiisting contract, are entitled to take
in kind a share of the substances produced from any tract unitized here-
under, shall continue to ﬁg;entitled to such right to take in kind their
share of the Unitized Substag;esﬂallocated to such tract, and the Unit

_ Operator shall make deliveries of such Royalty share taken in kind in

conformity with the applicéble contracts, laws and regulations. Settlement ? . - .5
for Royalty Interest not taken in kind shall be made by Working Interest f b-.;
Owners responsible therefor under existing contracts, laws and regulations,'

i
on or before the last day of each month for Unitized Substances produced
. i

"'during the preceding calendar month; provided, however, that nothing herein v

contained shall operate to relieve;the lessees of any land from their

f-iﬂ-f .




" Federal land as provided herein at the rate specified in the respective

: : K
a Royalty Interest in a tract or tracts within the Unit Area as its interest

respective lease obligations for the payment of any Royalty due
under their leases, except that such Royalty shall be computed in
accordance with the terms of this Unit Agreement.

If gas obtained from lands not subject to this Agreement is
introduced into the Unitized Formation, for use in repressuring, stimula-
tion of production or increasing ultimate reccvery in cénformity with
a plan approved pursuant to Section 12 (Plan of Operation), a like

amount of gas, less appropriate deductions for loss from any cause,
»

' may be withdrawn from the Unitized Formation, Royalty free as to dry gas

but not as to the products extracted therefrom; provided such withdrawal

shall be pursuant to such conditions and formulas as may be prescribed

or approved by the Superviséri and provided further that such right of
withdrawal shall terminate as of the effective date of termination of the %
Unit Agreement. Inséfar as the parties hereto have the power and authority}g
they grant to the Unit Operator the use of brine or water or both from

any formation within the Unit Area for injecting into the Grayburg-Jackson

Premier Sand.

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

Unitized Substances on the basis of the amounts thereof allocated to unitized

Federal leases or at such lower rate or rates as may be authorized by law

or regulation; provided, that- for leases on which the royalty rate depends

on the daily average production ﬁer well, such average production shall be

v determined in accordance with the operating regulations as though the

unitized lands were one lease.

‘

Each Royalty Owner (other than the United States of America) that

executes this Agreement represents and warrants that it is the owner of i

19~
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tract or tracts should be lost by title failure or otherwise

" ghall be reduced proportionacely and the interest of all parties shall

be adjusted accordingly.

'due on leases committed hereto shall be paid by Working Interest Owners_.

responsible therefor under existing contracts, laws and regulations,

_ and adequate measures to prevent drainage of Unitized Substances.from

o 0

appears in Exhib;: "B" attached hereto. If any Royalty Interest in .a

in whole or in part, during the terms of this Agreement, then the

Royalty interest of the party representing himeelf to be the owner'thereofﬁ

SECTION 19. RENTAL SETTLEMENT: Rencala or minimum royalties

[y

provided that nothing herein contained shall operate to relieve the leseeea'

of any land from their respective lease obligations for the payment of

any rental or minimum royalty in lieu thereof, due under their leases.

" Rental or minimum royalty for lands of the United States of America subject:

to this Agreemeﬂt shall be paid at the rate specified in the respective
leases from the United States of America, unless rental or minimum royalty
is waived, suspended, or reduced by laﬁ or by approval of the Secretary V
or his duly authorized rebresentative; '
SECTION 20, CONSERVATION: Operations hereunder and production;

of Unitized Substances shall be conducted to provide for the most
economical and efficient recovery of sald substances without waste, as
defined by or pursuant to, Federal and State laws and regulations.

SECTION 21, DRAINAGE The Unit Operator shall take appropriate

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

SECTION 22, LEASES AND CONIRACTS CONFORMED AND'EXTENDEd: The

terms, conditions and provisions of all leases, subleases -and other
contracts relating to exploration, drilling, development or operation
for oll or gas on land committed to thia Agreement are hereby expressly

modified. and amended to the extent neceaaary to make the same conform

to the ptoviaions %ereof, but otherwise to remain 1n full force and{f;”

TrT——r



effect, and the parties hereto hereby consent that the Secretary
shall and by his approval hereof, or by the approval hereof by

his duly authorized representatives, do hereby establish, alter, change

or revoke the drilling, producing, rental, minimum royalty and royalty

requirements of Federal leases committed hereto and the regulations
in respect thereto to conform.said réquirements to the ﬁrovisions
of this Agreement.

Without limiting the generality of the ‘foregoing, all leases,

subleases and contracts are particularly modified in accordance with

the following:

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

Agreement under the terms héreof shall be deemed full performance of

all obligations for development and operation with respect to each

and every part or separately owned tract subject to this Agreement,
regardless of whether there is any development of any particular part or

5
tract of the Unit Area, notwithstanding anything to the contrary in -

any lease, operating agreement or other contract by and between the

parties hereto, or their respective predecessors in interest, or any
of them.

(b) Drilling, producing or secondary recovery operations
performed hereunder upon any tract of unitized lands shall be accepted

and deemed to be performed upon and for the benefit of each and every

tract of unitized land, and™no lease shall be deemed to expire by reason

_of failure to drill or produce wells situated on land therein embraced.

(c) Suspension of drilling or producing operations on all

unitized lands pursuant to direction or consent of the Supervisor or

“his duly authorized representatives, shall be deemed to constitute

such suspension pursuant to such direction or consent as to each and.

every tract of unitized lands.

214
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'.; by ita toms miuht cxpire prior ca the terminatton of thin Agraement,

i " "of thig Mromont.

'J';unctl tha tornination hateof. Any other Federal lease committed heraeto

. T 1n poytns quontiticn."

:(d) Ench Ioaso, aubleaae, or contract rolnting to the

L exploration, drilling, dovolopmen: or operacion for oil and gas which :

ia ‘horaby extendod beyond any auch term 8o ptovided therein, no that

e chnll ba continuod in £u11 fotce and effect for nnd duting the torm i

.

(a) Any Fedaral leaae for a fixed cerm of twenty (20) years L

or any renewal chereof or any part of such lease which 1s made subjecc

. to this Asrocment ehall continua in foree beyond the term provided therein

shall continua in force beyond the term 8o providad therein or by law-as-

———

"+ to the committed land so long as such land remains eommicted hereto, or
— T

in tho event actual drilling operAtions are commenced on unitized land,

sin nccordance with the provigions of thie Agreement, prior to the end of

"the primary term of such leaee and are being diligently prosecuted at

.thAC'time, such lease shall oe extended for two years -and so long therae-
' %ﬁ

_aftor as oil or gas is produced in E§ying,qunnt1ties in- aggggdgEEfLrith

;'ftha provisionn of the Mineral Leasing Act Revision of 1960,

“(£) The aegregntion of any Federal leasa cozmitted to.this
.Agrocmant 1o governed by therfoliowing provisions of the fourth paragreph
"of Sce., 17(3) of said Acc of:February 25, 1920, as .amended by fhe Act of
Scptember 2, 1960, (74 Stat. 781 784) - "Any (Federal).lease hereafter
committed to any such plan (uniC) embracing lands that ere in part within
* and in part outnide of the area covered by any such plan shnll be segre-
gated into nepatote’leases.os to-:he lands committed and the lands not

committedAnadof the effeotive date‘of unitization{ piovided ‘hawever, that

any such lease as to the nonunitized portion ahnll continue 1u force nnd

effoct for tho tera thorcof but for not less. thnn two yeurnﬂfrom the

date of osuch uev-cgacion nnd 80 1ong therenftet'na oil or goa ia produced




(g) Termination of this Agreement shall not affect any
lease which, purguant to the terms thereof or any applicable laws, . .
" ghall continue in force and effect thereafter,

SECTION 23. CORRECTION OF ERRORS: It is hereby agreed by all parties

to this agreement that Unit Operator is empowered to correct any mathematical
" or clerical errors which may exist In the pertinent exhibits to this agree-:
ment; provided, however, that correction of any error other than mathematical

‘or clerical shall be made by Unit Operator oﬂly after first having'obCainéd

.

approval of Working Interest Owners and the Supervisor.

.’

SECTION 24. COVENANTS RUN WITH LAND: The covenants herein shall

be construed to be covenants running with the land with respect to the
interest of the parties hereto and their successors in interest until
this Agreement_terminaces, and any grant, transfer or conveyance Sf interest}
in land or leases subject hereto‘shall'be and hereby is conditioned ;pon
the assumption of all privileges and obligations hereunder by the -
grantee, transferee or other.successof in interest. No assignment or
tranafer of any Working Interest subject hereto shall be binding upon

. Unit Operator until the first day of the calendar month after Unit Operator

“;'15 furnished with the original, or acceptable photostatic or certified

"copy, of the recorded instrumerit of transfer; and no assignment or transfer -

of any Royalty Interest subject hereto shall be binding upon the Working Interest

Owner responsible therefor until the first day of the calendar month after °
‘said Working Interest Owne¥“1§ furnished with the original, or acceptable
.photostatic or cértified copy, of the recorded instrument of transfer.

.

SECTION 25. EFFECTIVE DATE AND TERM: This Agreement shall become

binding upon each party who executes or ratifies it as of the date of

execution or ratification by such party and shall become effective as

:of.7:00 o'clock a.m. of the first day of the month next following:

(a) The execufion or ratification of this Agreement by

Working Interest Owners owning a combined unit participation of_at-leaét

3
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95 per cent, and the execution or ratificatfion of this Agreement
by Royalty Owners owning a combined intereat of at least 75 per cent
of ‘the Royalty interests in said unit area; and

(b) The approval of this Agreement by the Secretary or

his duly authorized representative, and the Commission.
If (a) and (b) above are not accomplished on or before Deceﬁber'Bl;

, 1965, this Agreement shall ipso facto expire on sald date (hereinafter

called "expiration date'") and thereafter be of no further force .

or effect, unless prior thereto this Agreement has been executed or

ratified by Working Interest Ovmers owning a combined unit participation !

of at least ninety (90%) per cent, and the Working Interest Owners owning

a combined unit participation of at least ninety (90%) per cent committed . %

~ to this Agreement have decided to extend said expiration date for a

?eriod not to exceed six (6) monfhs (hereinafter called "extended expira-
tion date). If said expiration date is so extended and (a) and (b)

are not accomplished on or before said extended expiration date, this
Agreement shall ipso facto expire on said extended expiration date

and thereafter be of no further forée or effect. For the purpose of this

Section, ownership shall be computed on the basis of unit participation

" as determined from Exhibit 'B' attached to the Unit Operating Agreement. ;-

Unit Operator shall, within thirty (30) days after the effective

date of this Agreement, file for record a certificate to the effect

-that this Agreement has become effective according to its terms and
stating further the effective date and the location of the governmental

" agency offices where copies of this Agreement are filed.

The term of this Agreement shall be for and during the time that
Unitized Substances are produced in paying quantities from the Unit

Area and as long thereafter as diligent drilling, reworking or other operations

(including secondary recovery operations) are prosecuted thereon without

Y
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cessation of more than ninety (90) consecutive days, and if production
is established or restored as long thereafter as Unitized Substances can
be produced as aforesaid, unless sooner terminated by Working Ingerest
Ouners in the manner he;ainaftet provided. Notice of ﬁny such terminatiqn
. shall be given by Unit Operator to all parcies.hereto.
This Agreement may be terminated at any time with the approval of
the Difector ?y Working Interest Owners owniné ninety (90%) per cent unit’

participation.

If not otherwise covered by the leases uniciied under this Agreement,

Royalty Owners hereby grant Working Interest Owners a period of six (6)
months after termination of this Agreement in which to salvage, sell,
L distribute or o;herwiae dispose of EPe personal property and facilities

uged in connectionvwith Unit operations,

SECTION 26. RATE OF PROSPECTING, DEVELOPMENT AND PRODUCTION: All

.- production and the disposal thereof shall be in conformity with alloca-
tions and quotas made or fixed by any du}y authorized person or regulatory
body under any Federal or State statute. The Director 1s hereby vested .
with authority to alter or'ﬁodify from time to time, in his discretion;:
the rate of prospecting and development and, within the limits made or.
fixed by the Commission, to alter or modify the quantity and rate of
production under this Agreement, such authority being hereby limited
to alteration or modificakigﬂ"ln the public interest, the purpose thereof

and the public interest to be served thereby tc be stated in the order

" of alteration or modification} provided, further, that no such alteration

or modification shall be effective as to any privateiy-dwngd lands ‘subject

f-25-




to this Agreement as to the quantity and vate of production in the

absence of specific written approval thereof by the Commission.
Powers in this Section vested in the Director shall only be

exercised after notice té Unit Operator and opportunity for hearing

to be held not less than fifteen days from notice.

SECTION 27. NONDISCRIMINATION: In the performance of work

under this Agreement the Operator agrees to comply with all of tha
‘provisions of Sec. 301 (1) to (7) inclusive of Executive Order 10925,

as amended, (28F. R. 6485), which are hereby incorporated by reference

~1in this agreement.

SECTION 28. APPEARANCES: Unit Operator shall have the right to
appear for or on behalf of any and all interests affected hereby before
the Department and the Commission, and to appeal from any order issued

under the rules and regulations of the Department or the Commission, or

‘to apply for relief from any of sald rules and regulations or in any pro-

ceedings relative to operatioﬁs.before the Department or the Commission,
or any other legally constituted authority; provided, however, that any
other interested party shall ‘also have the right at his or its own
expense to be heard in any such proceedings.

SECTION 29. 'NOTICES: All notices, demands, objections or atate-A
ments required hereuﬁder tQ'be given or rendered to the parties hereto
shall be deemed fully given ;g.madg in writing and personally delivered to
the party or parties or sent by postpaid certified mail, addressed to such
party or parties at thelr respective addresses set forth in connection with

the signatures hereto or to the ratification or consent hereof or to such

other address as any such pafty or parties may have furnished in writing

" to the party sending the notice, demand or statement.
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SECTION 30, NO WAIVER OF CERTAIN RIGHTS: ©Nothing in this Agreement’
" contained shall be construed as a waiver by any party hereto of the right i
K T,. ' to assert any legal or constitutional right or defense as to the validity
o or invalidity of any law of the State wherein said unitized lands are :
_l;'i' 3 f.locnted, or rules or regulations iesued thereunder in eny way affecting:‘
. - such party,'or as a waiver by any such.pe:tyiof any right beyond hie orvi

: its authority towaive,

SECTION 31. UNAVOIDABLE DELAY: All obligations under this Agreement

"Lec ' i'requiring the Unit Operetor to commence or continue secondary recovery oper-
‘:‘ationa or to opernte on or produce: Unitized Substances from any of the lands’
. covered by this Agreement shall be euapended while, bnt only so loug>as'-
cthe Unit Operetor despite the‘exercise of ‘due care and diligence, 15 pre-

x vented from complying with such obligatione,‘in whole or in party, by
i !strikea, acts of God, Fedefal,_Statefor municipal law or agency, unavoid-
-able accident, uncontrollable delays in trangportation, inebiiity to obtain
necessary materials in open mafket;nor‘other matters Seyond the‘reasonable
control of the Unit Operator whether similar to mattera herain enumerated.
. 0r not. K R | -

SECTION 32. LOSS OF TITLE: In‘tne event title to .any tract of

;unitized land shall fail. ao -as to render the trect inoperable under thia -
" Agreement and the true owner cannot’ be induced to join this Unig Agreement,
such tract shall be automaticelly regarded as not committed hereto -and
_ there shall be euch readjuetment of future costs and benefits as may be
‘Tequired on account of. the loss of edch title, - In the'event of'a diapute?
-:as to title as to eny.Royelty, Working Interest or other interest eubjeot
*tbereto, payment or delivery on account thereof may be withheld withouc

liability or interest until the dispute is finally settled, provided

that as to Federal land or.- leaees, no paymente of funde due the United

Fae— - ~ r ™ ? g



ag directed by the Supervisor, to bé held as une#rned money pending
final settlement of the title dispute, and then applied as earned or
returned in accordance with.such final settlemenC..

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

SECTION 33. NONJOINDER AND SUBSEQUENT JOINDER: Joinder by

any Royalty Owner, at any time, must be accomganied by appropriate joinder
of the corresponding Working Interest-Owner in order for the interest bfi ;‘-Lb
such Royalty Owner to be regarded as effectively committed. Joinder
to the Unit Agreement by a WOfking Interest Owner, at any time, must
be accompanied by appropriate joinder to the Unit Operating Agreement
in order for 'such interest to be regarded as.effectively committed to‘»
this Unit Agreement.

Any oil or gas interest in the lands in the Unit Area not commi:ted‘
hereto prior to submission of this Agreement to the Director for finmal
approval may thereafter be committed hereto upon compliance with the

"applicable provisions of this Section and of Section 14 (Tracts Qualified

" for Unit Participation) hereof, at any time up to the effective date hereof v;' '

and for a period to and including thirty (30) days thereafter, on the
same basis of participation as proﬁided in Section 13, by the owmer or
owners thereof subscribing, ratifying, or consenting in writing to
' this Agreement and, Lf the;&nteres: is a Working Interest, by the owner
of such iﬁterest gsubscribing glso_Fo the Unit Operating Agreement.

It {s understood and agreed, however, that from and after thirty
(30) days from the effective date hereof the right of subsequent joinder
as provided in this Section shall be subject to such requirements or
approvals and on such basis as may be agreed upon by ninety (90%) per cent

of the Working Interest Owners (based upon percentage participation {in
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the Unit Areca), Such joinder by a proposed Working Interest Owner
must be evideﬁced by his execution or éatificacion of this Agreement and
" the Unit Operating Agreement, Such joinder by a proposed Royaicy Owner
must be evidenced by his execution, ratification or consentAof this )
‘vAgzeement and must be consented to in'writing by the Werking Interest Owné;
'f responaible for the paymeet of eny benefits that may accrue hereunder in -
j behalf of such proposed Royalty Owner. Excep: as may be otherwise berein
" provided, subaequant Joinder to this Agreement.shall be effec tive at
: 7:00 a.m, as of the first day of the month following the filing with the :
Supervisor of duly executed counterparts of any and all documents necesaaty
to establish effective commitment of any tract or interest to this Agree
ment, unless objection to such joinder by the Director is duly made .
within sixty (60) days after such filing. '

SECTION 34. COUNTERPARTS: This Agreement may be executed in any
number of counterparts, no one of which needs to be executed By all
parties and may ba ratified.or consented to by seﬁarnte instrument in
writing specifically referring hereto, and shall be binding upon all those
partiea who have executed such -a counterpart, ratification or consent
hereto with'the same force aed effect as 1f all parties had signed the )
same document, and regardIBES'of whether or unot 1t is executed by all o;he :

parties oﬁning or clniming-ag-interest in-the lands within the above

described Unit Area. - —

SECTION 35. TAXES: Eaeh,party shall, for its own accoept, render
and pay its share of anyitaxes.levied against or measured by the -amount o

. or value ée the Ueitized Sﬁbstancas produced from tﬂe unicfzed land"
" provided, however, that if it is required or if it be decermined that the

© Unit Operator or the several Working Interesc 0wners must pay or- advnnce

‘gaid tnxes for the account of the parties hereto, it is hereby expressly :
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.~;'reimbursed therefor by the parties hereto, including Royalty Owners
" - who may be responsible for the taxes on thelr respective allocated
" ghare of snid Unitized Subotances. No such ‘taxes shall be cbarged ‘

? to the United States or to the State of New Mexico, nor to any lessor

. who has .& contract with a lessee which requires his lessea to pay

.. such taxes.

. nor the Working Intereat Owners, nor any of them, shall bae subject to

-any forfeitura, termination or expiration of any rights hereunder or under

. account of delay or failure in whole or in'part to comply with any

.in this Agreement contained expresaed or implied or any operationa con-;

SECTION 36, CONFLICT OF SUPERVISIOV' Neither the Unit Operator

any leases or contracts aubject hereto, or to . any penalty or liability on.

applicable provisions- thereof to the extent that the said Unit Operator or

the Working Interest Owners, or any of theu, are hindered, delayed or
prevented from complying therewith by reason of failure of the Unit
Operator to -obtain, in the exercise of due diligence, the concurrence of
proper representatives of tha United States and pProper representatives
of the Statd of New Mexico in and about ‘any matters - ‘or :hings concerning
which it is'required herein that such concurrence ba obtained The pnrtien‘
hereto and the Commission agrea that all powers;nnd.authority vested in
the Conmission in .and by any piovisions of thia.Agreement:ara vestad

in the Comalssion andnahallibe"exercised by it pursuant to the'proviaiona;
of tha laws of ;he'StaceLéngew Mexico and eunject.in-any_caee to appeal :
or judicial review as may now orﬂhereafter be pro@idedbby_tha laws of the =
State of New Mexico, . - '>‘ |

SECTION 37. MO PARTNERSHIP: It is expressly agreed that thae rela- .

tion of the parties hereto is that ofAindependent contractore-and nothing

ducted hercunder,’ shull create.or be ‘deemed CO crente a partnership or

oz




‘shall be regarded and included as a part of the Unitized Substances produced

SECTION 38. OIL_IN LEASE TANKAGE ON EFFECTIVE DATE: Unit

Operator shall make a proper and timely gauge of all leaae'and,other tanka
within the Unit Area in order to ascertain the amount of merchantable ofl
in such tanks, above éhe pipe line connections, as of 7:00 a.m. on ché
effective date hereof. All such oil as is a part of the prior allowable
of the well or wells from which the same was produced sh;ll be and remain’
the property of the Working Interest Owners entitled thereto the same as
1f the Unit‘h?d not been formed, and such Woriing Interest Owners shall

promptly remove said oil from the Unit Area. Any such oll not so removed

'mey be sold by the Unit Operator for the account of such Working Interest '

Owners, subject to the payment of all Royalty to Royalty Owners under the °
terms and provisions of the applicable lease or leases and other contracts.
All such oil:and gas as is in excess of the prior allowable of the well

or wells from which the same was produced shall be regarded and treated
the same as Unitized Substances produced after the effective date hereof.
If, as of the effective date hereof, any tract i{s overproduced with respect
to the allowable of the well or wells on that tract and the amount of such

overproduction has been sold or otherwise disposed of, such overproduction

after the effective date hereof and the amount thereof charged to such A
tract as having been delivered to the persons entitled to Unitized Sub-

stances allocated to such tract.

SECTION 40. BORDER KGREEMENTS:_ Subject to the approval of the Supervisor,
the Unit Operator, with the concuf}ence of any such other Working Interest )
owners who all together own a total éf 75 per cent of the unit participation,;'.
may enter into a border-protection agreement or agreements with the Working
Interest Owners of adjacent lands.along the exterior boundary of the Unit Area
with respect to the operations in the_bordér area for the maximum ultimatae

recovary, conservation purposes and proper protection of. the parties and interests.

:f-31~f
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement

to be executed and bava set oppoaite thetr respective names tha date

of executton.

ATTEST:

970 /7/{/!/%/

/h"l Ubecretar

"(///1 7/7 /?&f

5

ATTEST:

. Secretary

A

Date

ATTEST:

Secretary

Date

ATTEST:

Sccretary

Date

ATTEST:

Secretary

Date

ATTEST:

. Secretary

Data

GENERAL AMERICAN OIL COMPANY OF TEXAS

Doe 3 5.

By,
;fctzzzjﬁéident

UNIT OPERATOR AND WORKING INTEREST OWNER

WORKING INTEREST OWNERS

Company
By
President
Company
By
President:
Company - -,
By
President
Company
By,
President
Company
By

-32-
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State of Texas

County of Dallas

The foregoing instrument was acknowledged before me this 30th
day of July, 1965, by J. W. Goss, Vice President of GENERAL AMERICAN
OIL COMPANY OF TEXAS, a Delaware Corporation, on behalf of said

' i
corporation, . ' ' i

Jafi Al 72\4-—%/ 'L““WN'W.L

" Notary Public

My Commission Expires:
June 1, 1967
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I [FICATICN OF UNIY AGREEML.

GRAYBURG-JACKSON ZRIMIER SAND U“IT

EDDY COUNTY, NEW MEXICO .

KNOW ALL MEN BY THESE PRESENTS: THAT,

WHEREAS, the undersigned acknowledges receipt of a true copy of that cer-
tain instrument dated December 10, 1964, and entitled, 'Grayburg-Jackson
Premier Sand Unit Agreement, Eddy County, New Mexico', which instrument is here-
by incorporated herein by reference to the same extent and effect as if fully
set forth herein; and

WHEREAS, by Assignment dated October 1, 1964, the undersigned did assign,
transfer and convey unto General American Oil Company of Texas all of the under-
signed's right, title and interest in and to the operating rights as to the
Grayburg-Jackson Premier Sand underlying Tract No. 5 in the Unit Area, as de-
fined and set forth in said Unit Agreement; however, the undersigned, as reflect-
ed on the records of the Interior Department of the United States of America;,
continues to be the lessee of record with respect to Federal Lease NM0384573
which covers said Tract No. 5; and

WHEREAS, among other things, said Unit Agreement provides that it may be
ratified by separate instrument in writing and the undersigned, being familiar
with the contents of said Unit Agreement, desires to ratify and confirm the
same so that Federal Lease NM0384573, which covers said Tract No. 5, will be
fully and effectively committed to said Unit Agreement; '

NOW, THEREFORE, in consideration of the premises, the mutual covenants
and agreements set forth in said Unit Agreement, the undersigned does hereby
ratify, adopt and confirm said Unit Agreement, thereby becoming a party to said
Unit Agreement to the same extent as if it had executed a counterpart thereof,

This ratification shall extund to and be binding upon the undersigned,
Lts successors and assigns,

N IN WITNESS WHEREOF, this instrument is executed this &7/
day of June 1965

‘J"‘L“ v, .
TR AMBASSADOR OIl. CORPORATION
2 :
P . i) .
D, A W 3 Y
i 7 ; S AN g
-‘ . » , By: PR r Lo i -~
Atcest. 5"w'ﬁ77 /5/‘r’/‘\ . VlcaPresxdent,
_wﬁ‘ Secretary \ ; APPROVED:
\/ . U\_ LaNDs... .2 e
o Co- umef“
State of __jn(eos , : OPLE.., G74:
" ALCY
County of F= .oyt : .

Before me, the undersigned, A Notary Public, within and for said County
and State, on this & day of 775 L. , 1955, personally appeared |/ i/c =7,
to me known to be the identical persén who subscribed the name of the maker

thereof to the within and foregoing instrument as its %ge - President and
acknowledged to me that _ he executed the same as hys_ free and voluntary act

‘and deqd and as the free and voluntary act and deed of such corporation, for
the uses and purposes therein set forth.

In testlmony whereof I have hereunto set my hand and official seal the
,day and year\last above written,

-
“,

RN 4‘ T e

My.. Comm1551on expires b-1-L7 .

e 7 / - A0 L
PPN - -

Notar} Public

Tract No. §



RATIFICATION OF UNIT AGREEMENT
GRAYBURG-JACKSON PREMIER SAND UNIT
EDDY COUNTY, NEW MEXICO

KNOW ALL MEN BY THESE PRESENTS: THAT,
WHEREAS, the undersigned acknowledges receipt of a true copy of that

certain instrument dated December 10, 1964, and entitled, "Grayburg-

Jackson Premier Sand Unit Agreement, Eddy County, New Mexico,' which instru-

ment is hereby incorporated herein by reference to the same extent and effect

as 1f fully set forth herein; and

WHEREAS, by assignment dated October 1, 1964, the undersigned did
assign, transfer and convey unto General American 0il Company of Texas all
of the undersigned's right, title and interest in and to the operating
rights as to the Grayburg-Jackson Premier Sand underlying Tract No. 1 in
the Unit Area, as defined and set forth in said Unit Agreement; however,
the undersigned, as reflected on the records of the Interior Department of
the United States of America, continues to be the lessee of record with
respect to Federal Lease LC028936(a) which covers said Tract No, 1l; and

WHEREAS, the undersigned represents that it is a '"Royalty Ouwner" (as
that term is defined in said Unit Agreement) and, as such, owns certain
interests payable out of production from the Grayburg-Jackson Premier Sand
and the Unitized Substances underlying one or more of the tracts in the
Unit Area, all as defined and set forth in said Unit Agreement; and

WHEREAS, among other things; said Unit Agreement provides that it may
be ratified by separate instrument in writing and the undersigned, being
familiar with the contents of said Unit Agreement, desires to ratify and
confirm the same;

NOW, THEREFORE, in consideration of the premises, the mutual covenants
and agreements set forth in said Unit Agreement and the mutual benefits to
be derived therefrom, the undersigned does hereby ratify, adopt and confirm
said Unit Agreement with respect to all of its interests in the lands covered
by said Unit Agreement, thereby becoming a party to said Unit Agreement to
the same extent as if it had executed a counterpart thereof,

This ratification shall extend to and be binding upon the undersigned,
its successors and assigns, 7

IN WITNESS WHEREOF, this instrument is executed this _ Z &7 day
of June, 1965. -_— A
oLt - ,‘Z';-';"'
SINCLAIR OIL & GAS COMPANY @ [
' : S
N e O

/// .

8 —

Attest 7/%/ -
7 “—Aftant Seewetity

By_or. Btk

Vica-Presidesnit

Tract No. 1; 3A, 3C, 6B, 6C, 6D & 6E (PPI)



ll I EG]B' E CORPORATE ACKNOWLEDGEMENT

State of L

County of R

Before me, the undersigned, A Notary Public, within and for said

County and State, on this - day of , 19 , per-
sonally appeared - e , to me known to be the identical person
who subscribed the name of the maker thereof to tl= within and foregoing
instrument as its President and acknowlcdged to me that
he executed the same as h____ free and voluntary act and deed, and as

the free and voluntarv act and deed of such corporation, for the uses and
purposes therein set forth.

In testimony whereof I have hereunto set my hahd and official seal the
day and year last above written,

My Commission expires

.. ==NOTARY PUBLIC
IN AND FOR MIDLAND COUNTY, TEXAS

Y, COMAISSION EXPIRES JUNE 1, 196 - /
PR / ‘: s -

Notary Public GRACE BENSOX




ROYALTY OWNER'S RATIFICATION OF UNIT AGREEMENT
GRAYBURG-JACKSON PREMIER SAND UNIT
EDDY COUNTY, NEW MEXICO

KNOW ALL MEN BY THESE PRESENTS: THAT,

WHEREAS, each of the undersigned hereby acknowledges receipt of a
true copy of that certain instrument dated December 10, 1964, and entitled,
"Grayburg-Jackson Premier Sand Unit Agreement, Eddy County, New Mexico,"
which instrument is hereby incorporated herein by reference to the same
extent and effect as if fully set forth herein; and

WHEREAS, each of the undersigned represents that it is a '""Royalty
Owmer'" (as that term is defined in said Unit Agreement) and, as such, owns
an interest or interests in the Grayburg-Jackson Premier Sand and the
Unitized Substances underlying one or more of the Tracts in the Unit Area,
all as defined and set forth in said Unit Agreement; and

WHEREAS, among other things, said Unit Agreement provides that it
may be ratified by a separate instrument in writing and the undersigned,
being familiar with the contents of said Unit Agreement, desires to ratify
and confirm the same;

NOW, THEREFORE, in consideration of the premises, the mutual
covenants and agreements set forth in said Unit Agreement and the mutual
benefits to be derived therefrom, each of the undersigned does hexeby rati-
fy, adopt and confirm said Unit Agreement with respect to all of its interest
or interests in the lands covered by said Unit Agreement, thereby becoming
a party to said Unit Agreement to the same extent as if it had executed a

counterpart thereof.

The undersigned, whether one or more, is referred to in the singu-
lar and in the neuter gender,

" This ratification shall extend to and be binding upon the under-

signed, its heirs, legal representatives, successors and assigns.
) by
el

IN WITNESS WHEREOF, this instrument is executed this =
day of __\Jir/x: , 1965,

" Tract No. 1, 2A, 2B, 3A, 3B & 3C.

7‘ Z ./&szA gy /4//[ ﬂAW@
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LEG.,_B_LE INDIVIDUAL ACKNOWLEDGEMENT

. i ~ ,
State of (ﬁ?/,/v NI

County of !;7 L LT .
Nt
.. Be it remembered, That on this R day of _': I ., AL D,
19 -, before me, a Notary Public in and for said County and State,
personally appeared . / .. 4 1/ . ¢to me known to be the identical person
described in and who executed the within and foregoing instrument and ack-
nowledged to me that forepT executed the same as Freoa free

and voluntary act and deed for the uses and purposes therein set forth,

In witness whereof, I have hereunto’'set my official signature and
affixed my notarial seal, the day and year first above written.

My Commission expires ' .

7
o - ;:) _
( T : } P —
‘ -},;.; T 7,;{ /,/7/( [N
yd Notary Public

CORPORATE ACKNOWLEDGEMENT

State of .

County of .

Before me, the undersigned, a Notary Public, within and for said

County and State, on this day of , 19, personally
appeared , to me known to be the identical person who

subscribed the name of the maker thereof to the within and foregoing instru-
ment as its President and acknowledged to me that __he

executed the same as h free and voluntary act and deed, and as the free
and voluntary act and deed of such corporation, for the uses and purposes
therein set forth,

In testimony whereof I‘have hereunto set my hand and official seal
the day and year last above written,

My Commission expires .

Notary Public



