CERTIFICATE OF APPROVAL

BY COMMISSIONER OF PUBLIC LANDS, STATE OF NEW MEXICO

AMBASADOR'S -JORTH CAPROCK QUEEN UNIT 0. TWO

There having been presented to the undersigned Commissioner of
Public Lands of the State of New Mexico for examination, the attached
Agreement for the development and operation of acreage ich |
dgscribed within the attached Agreement, dated %Fﬁ 1&: ’3"
which has been executed or 1s to be executed by parties owning and
holding oil and gas leases and royalty interests in and under the
property described, and upon examination of said Agreement, the Com=-
missioner finds:

(a) That such agreement will tend to promote the
conservation of o0il and gas and the better
utilization of reservoir energy in said area.

(b) That under the proposed agreement the State
of New Mexico will receive its fair share of
the recoverable o0il or gas in place under its
lands in the area.

(¢) That each beneficiary Institution of the State
of New Mexico will receive its fair and equi-
table share of the recoverable oll and gas
under its lands within the areasa.

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

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

IN WITNESS WHERBEOF, this Certificate %‘vﬁpproval is executiﬂ!
with seal affixed, this 27¢h. day of 19 .

Commissioner of Pﬁbi}% Lands
of the State of New Mexico




UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION OF THE
NORTH CAPROCK QUEEN UNIT NO. TWO

LEA AND CHAVES COUNTIES, NEW MEXICO

NO,

THIS AGREEMENT, entered into as of the , o ’-f’(day of M/ .
1958, by and between the parties subscribing, ratifying or con:enting hereto,
and herein referred to as "parties hereto,"”

MIINESSETHC

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

WHEREAS, the Commissioner of Public Lands of the State of New Mexico
is authorized by an Act of the lLegislature (Sec. 3, Chap. 88, Laws 1943
as amended by Section 1 of Chapter 162, Laws of 1951) to consent to or
approve this agreement on behalf of the State of New Mexico, insofar as {t
covers and includes lands and mineral interests of the State of New Mexico;
and

WHEREAS, the Commissioner of Public Lands of the State of New Mexico
is authorized by an Act of the Legislature (Sec. 1, Chapter 162, Laws of
1951) to amend with the approval of the lessee, any oil and gas lcase em=
bracing State lands so that the length of the term of sgid lease¢ may coin-
cide with the term of such unitized development and operation of State
lands; and

WHEREAS, the 01l Conservation Commission of the State of New Mexico
is authorized by law (Chap. 72, Laws of 1935, as amended by Chap. 193,

Laws of 1937, Chap. 166, Laws of 1951, and Chap. 168, Laws of 1949) to
approve this agreement, and the conservation provisions hereof; and

WHEREAS, the parties hereto hold sufficient interests in the North
Caprock Unit No. Two covering the land hereinafter described to give rea-
sonably effective control of operation therein; and

WHEREAS, it is the purpose of the parties hereto, to enable institution
and consummation of secondary recovery operations, to conserve natural re-

sources, prevent waste and secure the other benefits obtaimable through
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sevelopment and operation of the area subject to this agreement under the
terms, conditions and limitations herein set forth.

NOW, THEREFORE, in consideration of the premises and the promises
herein contained, the parties hereto commit to this Agreement their res-
pective interests in the below defined Unit Area, and agree severally among

themselves as follows:

ARTICLE 1. For the purpose of this agreement, the following terms

and expressions as used herein shall mean:

(a) "Unit Area" is defined as the following described land
and such land is hereby designated and recognized as

constituting the Unit Area, to-wit:

NEW MEXICO PRINCIPAL MERIDIAN, NEW MEXICO.

Chaves County, New Mexico

Section 1: Lots 1 and 2; S/2 NE/4; SE/4 NW/4 and S/2
Section 2: SE/4 SE/4

Section 11: NE/4 SW/4; S/2 SW/4; E/2

Section 12; All

Lea County, New Mexico

T-13-§ R-32-E

Section 7: Lots 1, 2, 3 and 4

and containing in all 1,807.97 acres of land, more or less.

(b) "Commissioner" is defined as the Commissioner of Public
Lands of the State of New Mexico.

(c) "Commission" is defined as the 0il Conservation Commission
of the State of New Mexico,



(d) "Unitized Formation" or "Queen Sand” or "Formation" is
defined as and shall mean that heretofore established underground
reservoir, a member of the Queen formatiou of the Guadalupe serics,
a part of the Permian system, which is found at 3029 to 3060 fecet,
in the Ambassador 01l Corporation, State of New Mexico "J" No. 2
well, located in the NW/4 of the NE/4 of Section 12, Township
13 South, Range 31 East, insofar as same lies within the Unit Area.

{(e) "Unitized Substances" is defined as and shall mean all of
the oil and gas contained in or produced from the Queen Sand under-
lying the Unit Area and subsequently admitted land effectively com-
mitted to this agreement or unit.

(f) "Usable Well" is defined as a well which has been drilled
in the Unit Area to the depth of the unitized formation and has
casing in the hole in condition for use as either a producing well
or an injection well, and on which well there has been filed with
the State of New Mexico, on or before the effective date of this
agreement, 8 well record and Completion Report (Form €-105) or
Request for 0il Allowable (Form C-104) and which w¢ll has pro-
duced some oil from the unitized formation and has had an allow-
able granted for it by the 0il Conservation Commission of the
State of New Mexico,

(g) "Working Interest" is defined as the right to search for,
produce and acquire Unitized Substances whether held as an incident
of ownership of fee simple title or under aun oil and gac lcase or
otherwise held.

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

(1) "Royalty Interest" or "Royalty" is defined as an interest
other than a working interest in or right to receive a portion of
the Unitized Substance or the proceeds thereof and includes the
royalty interest reserved by the lessor by an oil and gas lease
and any overriding royalty interest, oil payment interest or other
payment or burden which does not carry with it the right to search
for and produce Unitized Substances.

{3) '"Royalty Onwer" is dcfined as and shall mean the owner
of a royalty interest.

(k) "Unit Operating Agreecment" is defined as and shall mean
any agreement or agreements (whether one or more) entered into
(separately or collectively) by and between the Unit Operator and
the Working Interest Owners as provided in Article 8, infra, and
shall be styled "Unit Operating Agrecment, North Caprock Quecn Unit
No. Two, Lea and Chaves Counties, New Mexico.

ARTICLE 2. EXHIBITS: Exhibit "A" attached hereto is a map showing
the Unit Area and the boundaries and identity of tracts and leases in
said Unit Area to the extent known to the Unit Operator. Exhibit "B"
attached hereto is8 a2 schedule showing to the extent known to the Unit
Operator the acreage comprising each tract, percentage ownership of cach

working interest owner in each tract, and the percentage of participation

each tract has in the Unit Area, However, nothing herein or in said



schedule or map shall be construed as a representation by any party hereto
as to the ownership of any interest other than such interest or interests
as are shown in said map or schedule as owned by such party. Exhibits "A"
and "B" shall be revised by the Unit Operator whenever changes in the Unit
Area render such revision necessary, and at least two copies of such re-
vision shall be filed with the Commissioner,

ARTICLE 3. EXPANSION: The above described Unit Area may when
practicable be expanded to include therein any additional tract or tracts
regarded as reasonably necessary or advisable for the purposes of this Agree-
ment to conform with the purposes of this Agreement. Such expansion shall
be effected in the following manner:

(a) The working interest owner or owners of a tract or tracts de-
siring to bring such tract or tracts into this Unit, shall file an appli-
cation therefor with Unit Operator requesting such admission.

(b) Unit Operator shall circulate a notice to each Working Interest
Owner of the proposed expansion, setting out the basis for admission, the
Unit Participation to be assigned to such tract or tracts, and other perti-
nent data, After negotiation (at working interest owners' meeting or other-
wise) if 100 percent of the working interest owners have agreed to such
tract or tracts being brought into the Unit, then Unit Operator shall:

(1) Prepare a notice of proposed expansion describ-

ing the contemplated changes in the boundaries of the Unit Area,

the reason therefor, the basis for admission of the additjional

tract or tracts, the Unit Participation to be assigned thereto

and the proposed effective date thereof; and

(2) Deliver copies of said notice to the Commissioner,

each Working Interest Owner (mailing copy of such notice to the

last known address of each such Working Interest Owner) and to

the lessee and lessor whose interests are affected, advising such

parties that thirty (30) days will be allowed for submission to

the Unit Operator of any objections to such proposed expansion; and

(3) File, upon the expiration of said thirty (30) day

period as set out in Item 2 immediately above and provided no ob-

jections have been filed thereto, with the Commissioner the fol-

lowing: (a) Evidence of mailing copies of said notice of expansion,

(b) An application of such expansion; and (c) an imstrument contain-

the appropriate joinders in compliance with the participation

requirement of Article 12 infra.

The expansion shall, after due consideration of all pertinent in-
formation and upon approval by the Commissioner, become effective as of the

date prescribed in the notice thereof or on such other date as set by the

Commissioner in the order or instrument approving such expansion.




ARTICLE 4. UNITIZED LAND AND UNITIZED SUBSTANCES: All oil and gas

in all of the hereinabove described and subsequently adnitted land effective-
ly committed to this Agreement, insofar only as the same may be found in

the formation known as the '“"Queen Sand," together with the surface rights

of ingress and egress, are unitized under the terms of this Agrecment and
said land shall constitute land referred to herein as "Unitized Lond” or
"land subject to this Agreement".

Nothing herein shall be construed to unitize, pool, or in any way
affect the oil, gas and other minerals contained in or that may be¢ produced
from any formation other than the Queen Sand or Formation as above des-
cribed.

ARTICLE 5. UNIT OPERATOR: Ambassador 0il Corporation, Fort Worth,

Texas, 18 hereby designated as Unit Operator and by signing this instru-
ment as Unit Operator agrees and congsents to accept the duties and obli-
gations of Unit Operator for the discovery operation, development and pro-
duction of unitized substances as herein provided. Whenever reference is
wade herein to the Unit Operator, such reference wmecans the Unit Operator
acting in that capacity and not as an cwner of interests in unitized sub-
stances, and the term "“Working Interest Owner" when used herein shall in-
clude or refer to Unit Operator as the owner of 8 working Interest when such
an interest is owned by it.

ARTICLE 6. RESIGNATION OR REMOVAL OF UNIT OPERATOR: Unit Operator

shall have the right to resign at any time, but such resignation shall not
become effective so as to reclease Unit Operator from the duties and obli-

gations of Unit Operator and terminate Unit Operator's rights as such for

a period of six months after notice of intention to resign has been served
by Unit Operator on all Working Interest Owners and the Commissiocner, un-

less a new Unit Operator shall have taken over and assuned the duties anl

obligations of Unit Operator prior to the cxpiration of said period.

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

The Unit Operator may, upon default or failure in the performance
of its duties or obligations hereunder, be subject to removal in th: nan-
ner provided for in the Unit Operating Agrecment executed coincident here-

with by and between the Working Interest Owmcrs. Such removal shall be
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effective upon notice thereof to the Commissioner.

In all such instances of resignation or removal, until a successor
Unit Operator is selected and approved as hereinafter provided, the Working
Interest Owners shall be jointly responsible for the performance of the
duties of the Unit Operator and shall, not later than thirty (30) days
before such resignation or removal becomes effective, appoint a Unit Mana-
ger to represent them in any action to be taken hereunder.

The resignation or removal of Unit Operator under this Agreement
shall not terminate its right, title or interest as the owner of a worke-
ing interest or other interest in unitized substances, but upon the re-
signation or removal of Unit Operator becoming effective, such Unit Opera-
tor shall deliver possession of all equipment, materials and appurtenances
used in conducting the Unit operations and owned by the Working Interest
Owners to the new duly qualified successor Unit Operator or to the Unit
Manager if no such new Unit Operator is slected, to be used for the purpose
of conducting Unit operations hereunder. Nothing herein shall be comstrued
as authorizing removal of any material, equipment and appurtenances needed
for the preservation of any wells.

ARTICLE 7. SUCCESSOR UNIT OPERATOR: Whenever the Unit Operator shall

tender his or its resignation as Unit Operator or shall be removed as herein-
above provided, the Working Interest Owners shall select a successor Unit
Operator in the manner provided for in the Unit Operating Agrcenent executed
coincident herewith by and between the Working Interest Owners. Such se-
lection shall not become effective until (a) a Unit Operator so selected
shall accept in writing the duties and responsibilities of Unit Operator,

and (b) the selection shall have been approved by the Cumissioner., If no
successor Unit Operator or Unit Manager is selected and qualified as herein
provided, the Commissioner at his election may declare this Unit Agreement
terninated.

ARTICLE 8. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT: Costs

and expenses incurred by Unit Operator in conducting Unit operations here-
under shall be paid, apportioned among and borne by the Working Interest
Owners in accordance with the agreement or agreements entered into (separate-
ly or collectively) by and between the Unit Operator and the Working In-
terest Qwners. Such Unit Operating Agreecment shall also provide the wanner

in which the Working Interest Qwners shall be entitled to receive their
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respective proportionate and allocated share of the benefits accruing
hereto in confornity with their underlying operating agreements, leases

or other independent contracts and such other rights and obligations as
between Unit Operator and the Working Interest Owncrs as may be agrecd 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 e¢stablished under this Unit Agreement, and in case of
any inconsistency or conflict between the Unit Agreenent and the Unit Oper-
atigg Agreement, this Unit Agrecment shall prevail, Two true copics of any
Unit Operating Agrecment executed pursuant to this section shall be filed
with the Comnissioner, prior to approval of this Agrecnent.,

ARTICLE 9. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR: Except as other-

wise specifically provided herein or in the Unit Operating Agreement, the
exclusive right, privilege and duty of exercising any and all rights of the
parties hereto which are necessary or convenient for prospecting for, pro-
ducing, storing, allocating and distributing the unitized substances are
hereby delegated to and shall be exercised by the Unit Operator as herein
provided. Acceptable evidence of title to said rights shall be deposited
with said Unit Operator, and together with this Agreement, shall constitute
and define the rights, privileges and cbligations of Unit Operator. Nothing
herein, however, shall be construed to transfer title to any land or to any
lease or operating agreement, it being understood that under this Agreement
the Unit Operator, in its capacity as Unit Operatcr, shall exercise the
rights of possession and use vested in the parties hereto only for the pur-
poses herein specified,

ARTICLE 10, PLAN OF OPERATIONS: It is recognized and agreed by the

parties hereto that all of the land subject to this agrecment is reasonzbly
proved to be productive of unitized substances in paying quantities and

that the object and purpose of this Unit Agreement is to formulate and to
put into effect a secondary recovery project in order to effect the greazecc
recovery of unitized substances, prevent waste and conserve natural re-
sources., The parties hereto agree that the Unit Operator may, subject to
the consent and approval of the Working Interest Owners, inject into the
Unitized Formation, through any well or wells completed thercin, brine,

water, air, gas, oil and any one or more other substances whether produced
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from the Unit Area or not, and that the location of input wells and the
rates of injection therein and the rate of production shall be governed
by standards of good geologic and petroleum engineering practices and con-
servation methods.

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

ARTICLE 11. TRACT PARTICIPATION. In Exhibit "B" attached hereto,

there are listed and numbered the various tracts within the Unit Area and

set forth opposite each tract is a figure which represents the percentage

of participation allocated to each tract in the Unit Area. The partici-

pation percentage of each tract was determined as follows:

Percentage Par- & 1237, (Tract Acreage) plus 12%% (Tract Usable Wells
ticipation of (Total Unit Acreage) (Total Usable Unit Wells
each tract plus 75% (Cumulative Tract

Production as of
July 1, 1957)

(Cumulative Unit Pro-
duction as of July 1,
1957)

ARTICLE 12, TRACTS QUALIFIED FOR UNIT PARTICIPATION: On and after the

effective date hereof the tracts within the Unit Area which shall be en-
titled to participate in the production of Unitized Substances therefrom
shall be those tracts within the Unit Area and more particularly described
in said Exhibit"B" that are qualified as follows:

(a) Each and all of those tracts as to which Working In-
terest Owners owding 1007 of the working interest in said tract
and Royalty Owners owning 1007% of the royalty have executed this
agreement; and

(b) Each and all of those tracts as to which Working
Interest Owners owning not less than 957 of the working interest
therein and Royalty Owners owning not less than 75% of the royalty
interest therein have executed this agreement, and in which the



Working Interest Owners in said tract whc have exccuted this

agreement have agreed to indennify and hold harmless all other

parties hereto, in a manner satisfactory to the Working Interest

Owners qualified under (2), against any and all clains and de-

nands that may be made by the nonjcining Working Interest Owners

and/or Royalty Owners on account of the inclusion of such tract

in the Unit Arca and the operation of the Unit Area on thc basis

herein provided, and as tc which 85% cf the Working Interest

Owners qualificd under (a) exclusive c¢f the Working Interest

Owner subnmitting such tract, have approved the inclusion of such

tract in the Unit Area.

1f, on the effective date of this agreenent, there is any tract

or tracts which have not been effectively committed to or nade subject to
this agreecment by qualifying as above provided, then such tract <r tracts
shall not be entitled to participate hereunder. Unit Operator shall, when
submitting this agrcement for fimal approval by the Coaunissioner, file
therewith a schedule of those tracts which have been cormitted and made sub-
Ject to this agreement and are entitled to participate in the production
from the Unit Area hereunder. Said schedule shall set forth opposite each
such comnitted tract the lease number, assigmuent number, the owner of re-
cord and percentage participation of such tract which shall be ccmputed
according to the participation formula sct ou: above., This schedule shall
be a part of Exhibit "B" and upon approval thereof by the Coumissioner
shall become a part of this agreement and shall govern the allocaticn of
production of Unitized Substances until a new schedule is filed and approved

by the Conmissioner.

ARTICLE 13. ALLOCATION OF UNITIZED SUBSTANCES. All Unitized Sub-

stances produced and ssved (less, save and except any part of such
Unitized Substances used in conformity with good operating practices with-
in the Unit Area for drilling, operating, camp, and other production or
developuent purposes and for pressure maintenance or unavoidable loss) shall
be apportioned among and allocated to the scveral tracts within the Unit
Area in accordance with the respective Tract Participation effective herc-
under during the respective periods such Unitized Substances were produced,
as set forth in Exhibit "B". The amount of Unitized Substances so allo-
cated to each Tract, and only that amount, regardless of whether it be
more or less than the amount of the actual production of Unitized Sub-
stances from the well or wells, if any, on such Tract shall, for all in-
tents, uses and purposes, be deened to have been produced from such Tract,
The Unitized Substances allocated to each Tract shall be distributed

anong, or accounted for to the parties entitled to share in the production



fron such Tract in the same wmanner, in the same proportions, and upon the
sane conditions as they would have participated and shared in thc pro-
duction from such Tracts, or in the proceeds thercof, had this agreement
not been entered into, and with the same legal force and effect,

No tract committed to this agreement and qualified for partici-
pation as above provided shall be subsequently excluded from participation
hereunder on account of depletion of Unitizced Substances, and nothing herc-
in contained shall be construed as requiring any retroactive adjustuent for
production obtained prior to the cffective date of the joinder of any tract.

I1f the working interest and the royalty interest in any tract
are divided with respect to separate parcels cr portions of such tract
and owned severally by different persons, the percentage participation
assigned to such tract shall, in the absence of a recordable instrunent
executed by all owners and furnished to Unit Operator fixzing the divisions
of ownership, be divided anmong such parcels or portioms in proportion to
the nunber of surface acres in each.

The Unitized Substances allocated to each tract shall be de-
livered in kind to the respective parties entitled thereto by virtuc of
the ownership of cil and gas rights therein or by purchase frou such owners.
Each Working Interest Owner and the parties entitled thereto shall have
the continuing right to receive such production in kinlat a camon point
within the Unit Area and to sell or dispose of the same as it sees fit,
Such party shall have the right to construct, naintain and operate within
the Unit Area all necessary facilities for that purpose, provided the sane
are so constructed, naintained and operated as not to interfere with
operations carried on pursuant hereto, Any extra expenditures incurred
by Unit Operator by reason of the delivery in kind of any portion of the
Unitized Substances shall be borne by the party recceiving the sane 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 Arca
currently as and when produced, then so long as such conditions continuc,
Unit Operator, for the account and at the expense of such party in crdcr
to avoid curtailing the operation of the Unit Area, may scll or otherwise
dispose of such production on a day-to-day basis at not less than the pre-
vailing nmarket price in the area for like production, and the acccunt of

such party shall be charged therewith as having received the sane. The
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proceeds, if any, of the Unitized Substances so disposed of by Unit
Operator shall be paid to the party entitled thercto,

Any party receiving in kind or separately disposing of all or
any part of the Unitized Substances allocated to any tract, or receiving
the proceeds therefron if the same is sold or purchased by Unit Operator,
shall be responsible for the payment of all royalties, overriding royalties,
0il payments, net profit contracts, and all payments out of or Burdens on
the lease or leases and tracts contributed by it and received into the Unit
and each such party shall hold each other party hereto harmless against
all claims, demands and causes of action for such royalties, overriiing
royalties, oil paynents, net profit contracts, and other paynents out of
or burdens on the lecase or leases and tracts contributel by it to the
Unit Area.

I1f, after the effective date of this agreement, there is any
tract or tracts contiguous to the Unit Area that are subsequently cou=
nitted hereto, as above described in Article 3 or any tract or tracts
within the Unit Area not effectively cormmited hereto as of the effective
date hereof but which are subsequently ccorriitted hereto under the provi-

s ions of Article 29, Nonjoinder and Subscquent Joinder, or if any tract

is excluded from the Unit Area as provided for in irticle 28, Loss of
Title, the schedule of participation as shown in Exhibit "B" shall bec re-
vised by the Working Interest Owners to show the new percentage partici-
pation of all the then effectively committed tracts and the revised Ex-
hibit "B",upon approval by the Commissioner, shall govern the 2llocation
of production from and after the effective datectherof until a new schedule
is filed and approved by the Commissioner,

ARTICLE 13(a) USE OR 10SS OF UNITIZED SUBSTANCES: Working Interest

Owners may use as much of the Unitized Substances as they deen necessary
for the operation and development of the Unit Area, including but not
linfited to the injection thereof into the Unitized Formation,

No royalty, overriding royalty, production or other payments sha’l
be payable upon or with respect to Unitized Substances used or consunel in
the operation or development of the Unit Area or which may be otherwisc lost
or consunied in the production, handling, treating, transportati.n vr stor-
ing of Unitized Substances.

ARTICLE 14. ROYALTY SETTLEMENT: The State of New Mexicou and all

Royalty Owners who, under existing contract, are entitled to take in kind
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a share of the substances now unitized hereunder produced from any tract,
shall hereafter be entitled to the right to take in kind their share of
the Unitized Substances allocated to such tract, and Unit Operator shall
nake deliveries of such royalty share taken in kind in confornity with the
applicable contracts, laws and regulations. Settlenent for royalty in-
terest not taken in kind shall be made by Working Interest Owners res-
ponsible therefor under existing contracts, laws and regulations, on or
before the last day of each month for Unitized Substances produced during
the preceding calendar nonth; provided, however, that nothing herein con-
tained shall operate tc relieve the lessces of any land frcem thelr res-
pective lease obligations for the payment of any royalties due under their
leases, except that such royalties shall be computed in accordance with
the terms of this Unit Agreement.

If gas obtained from lands not subject to this apgrecuent is in-
troduced into any participating area hereunder, for use in repressuring,
stinmulation of production or increasing ultimate reccvery, a like amount
of gas, with due allowance for loss or depletion from any cause, nay be
withdrawn from the foruation into which the gas was introduced, royalty
free as to dry gas, but not as to the products extracted therefrom.

All royalties due the State of New Mexico and the other Royalty
Onwers hereunder shall be computed and paid on the basis of all unitized
substances allocated to the respective tract or tracts comitted hereto,
in lieu of actual production from such tract or tracts.

2ach royalty owner, (other than the State of New Mexico) that
executes this apreement represents and warrants that it is the owner of
a royalty interest in a tract or tracts within the Unit Area as its in-
terest appears in Exhibit “B" attached hercto, If any royalty interest
in a tract or tracts should be lost by title failure in whole or in part,
during the tern of this agrcenent, then the royalty interest of the party
representing himself to be the owner thereof shall be reduced proportionate-
ly and the interest of all parties shall be adjusted accordingly.

ARTICLE 15. REPORTS: Unit Operator shall furnish the Commissioner
oonthly, injection and production reports for each well in the Unit, as well
as periodical reports of the developnent and operation of the Unit Area.

ARTICLE 16. RENTAL SETTLEMENT: Rentals or nminimum royalties due on

leases committed hereto shall be paid by Working Interest Owners responsible
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therefor under existing contracts, laws and regulations, provided that
nothing herein contained shall operate to relieve the lesseés 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 State subject to this agreement shall be
paid at the rate specified in the respective leases from the State.

ARTICLE 17. CONSERVATION: Operations hereunder and production of

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

ARTICLE 18. DRAINAGE: The Unit Operator shall take appropriate and
adequate measures to prevent drainage of Unitized Substances from Unitized
Land by wells on land not subject to this agreement.

ARTICLE 19. LEASES AND CONTRACTS CONFORMED AND EXTENDED: The terms,

conditions and provisions of all leases, subleases, operating agreements
and other contracts relating to the exploration, drilling, development
or operation for oil or gas on all lands committed to this agreement shall,
upon approval hereof by the Commissioner, be and the same are hereby ex-
pressly modified and amended insofar as they apply to such lands within
the Unit Area, to the extent necessary to make the same conform to the pro-
visions hereof and so that the length of and the term of such leases, on
and covering such lands within said Unit Area, will be extended insofar
as necessary to coincide with the terms of this agreement and otherwise
remain in full force and effect. The approval of this agreement by the
Commissioner shall, without further action, be effective to conform the
provisions and extend the term of each lease as to lands within the Unitized
Area, to the provisions and term of this agreement and without limiting the
generality of the foregoing, all leases, subleases and contracts are particu-
larly modified in accordance with the following:
(a) The development and operation of lands subject to this

agreement under the terms hereof shall be deemed full performance

of all obligations for development and operation with respect to

each and every part or separately owned tract subject to this agree-

ment, regardless of whether there is any development of any parti-

cular part or 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 and producing operations performed hereunder

upon any tract of unitized lands will be accepted and deemed to be
performed upon and for the benefit of each and every tract of unitized
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land, and no lease shall be deemed to expire by reason of failure
to drill or produce wells situated on land therein embraced.

(¢) Suspension of drilling or producing operations on
all unitized lands pursuant to direction or comnsent of the Com-
missioner, or his duly authorized representatives, shall be deemed
to constitute such suspension pursuant to such direction or con-
sent as to each and every tract of unitized lands.

(d) Each lease, sublease or contract relating to the ex-
ploration, drilling, development or operation for oil and gas which
by its terms might expire prior to the termination of this agreement,
is hereby extended beyond any such term so provided therein, so that
it shall be continued in full force and effect for and during the
term of this agrecment.

(e) Any lease embracing lands of the State of New Mexico,
which is made subject to this agreement, shall continue in force
beyond the term provided therein as to the lands committed hereto
until the termination hereof. Termination of this agreement shall
not affect any lease which, pursuant to the terms thercof or any
applicable laws, shall continue in force and effect thereafter.

(£) Any lease embracing lands of the State of New Mexico
having only a portion of its land committed hereto, shall be segre-
gated as to that portion committed and that not committed, and the
terms of such lease shall apply separately to such segregated portions
commancing as of the effective date hereof, Provided, however, that
notwithstanding any of the provisions of this agreement to the con-
trary, such lease shall continue in full force and effect beyond the
term provided therein as to all lands embraced in such lease if oil
or gas is, or has heretofore been, discovered in paying quantities
on some part of the lands embraced in such lease committed to this
agreement or, so long as a portion of the Unitized Substances pro-
duced from the Unit Area is, under the terms of this agreement,
allocated to the portion of the lands covered by such lease com-
mitted to this agreement; or, if at the expiration of the secondary
term, the lessee or the Unit Operator is then engaged in bona fide
drilling, reworking or secondary recovery operations on some part
of the lands embraced in such lease, the same as to all lands em~
braced therein shall remain in full force and effect so long as
such operations are diligently prosecuted, and if they result in
the production of oil or gas said lease shall continue in full
force and effect as to all of the lands embraced therein, so long
thereafter as oil or gas in paying quantities is being produced from
any portion of said lands.

ARTICLE 20. It is hereby agreed by all parties to this agrcement that
Unit Operator shall be empowered to correct any mathematical errors which
might exist in the pertinent exhibits to this agreement or the Unit Opera-
ting Agreement upon approval of the Commissioner.

ARTICLE 21. 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 agree-
ment terminates and any grant, transfer or conveyance of interest in
land or leases subject hereto shall be and hereby is conditioned upon
the assumption of all privileges and obligations hereunder by the grantee,
transferee or other successor in interest. No assignment or transfer of
any Working Interest subject hereto shall be binding upon Unit Operator
until the first day of the calendar month after Unit Operator is furnished

with the original photostatic or certified copy of the instrument of
. YA



transfer; and no assignuent or transfer of any Royalty Interest subject
hereto shall be binding upon the Working Interest Owncr responsible there-
for until the first day of the calendar month after sail Working Intercst
Owner is furnished with the original, photostatic or certified copy cf

the instrummet of transfer,

ARTICLE 22. EFFECTIVE DATE AND TERM: This agreenent shall become

binding upon each party who executes or ratifies it as of the date of
execution or ratification by such party and shall beccne effective as of
7:00 o'clock A. M. of the first day of the nonth next fcllowing:

(a) The execution or ratification of this agreeument and the
Unit Operating Agreement by Working Interest Owners owning a ccm-
bined Unit Participation of at least ninety-five (95%) percent,
and the execution or ratification of this Agreement by Royalty
Owners owning a combined interest of at least seventy~five (75%)
per cent of the royalty interest in said Unit Area;

(b) The approval of this agreecuent by the Commissiocner;

(c) The filing of at least one counterpart of this agree-
nent for record in the Records of Lea and Chaves Ccunties, New
Mexico, by Unit Operator; and provided, further, that if (a) (b)
and (c) above are not acccmplished on or before July 1, 1958, this
agreement shall ipso facto termminate on said date (hereinafter
called "temination date") and thereafter be of no further force
or effect, unless prior thereto this agreencnt has been executed
or ratified by Working Interest Owners owning a ccmbined Unit
Participation of at lecast ninety (90%) per cent and Working In-
terest Owners owning a combined Unit Participation of at least
ninety (90%) per cent camitted to this agrecment have decided
to extend said termination date for a period nct to excced six
months. If said termination date is so extended and (1) (b)
and (c) are not accomplished on or before said extended termina~
tion date, this agreement shall {pso facto terminate on said
extended termination date and thercafter be of no further force
or effect, PFor the purpose of this section, ownership shall be
computed on the basis of Unit Participation as detemined fronm
Exhibit C attached to the Unit Operating Agreement., Unit Operator
shall, within thirty (30) days after the cffective date of this
agreenent, file for record in the office or offices where a counter-
part of this agreecnent is recorded, a certificate to the effect
that this agrecment has become effective according to its tems
and stating further the effective date,

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

to this agreement and as long thercafter as drilling, reworking or other
operations are prosecuted thereon without cessation of more than ninety

(90) consecutive days, unless sooner teminated by Working Interest Owmers
in the manner hereinafter provided. However, this agreement shall auto-
natically terminate if, within 120 days after the effective date hercof,
the?éghservation Comaission for the State of New Mexico has not approved
this agreement and the development and operation of the area covered hereby;

provided further, that this agreement may be terninated by Working Interest

Owners owning ninety (90%) per cent Unit Participation as deternined by
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Exhibit “C" attached to the Operating Agrecment whenever such Working
Interest Owners determine that Unit operations are no longer profitable,
feasible or in the interest of conservation, with the approval of the
Coumissioner., Notice of any such approval to be given by Unit Operator
to all parties hereto.

Upon termination of this agreement, the further development
and opeération of the Unit Area as a Unit sHall be adandoned, Unit operas
tions shall cease, and thereafter the parties hereto shall be governad by
the terms and provisions of the lecases and contracts affecting the separate
tracts just as if this agreement had never been entered into.

1f not otherwise covered by the leases unitized under this agree-
nent, Royalty Owners hereby grant Working Interest Owners a periocd of six
(6) months after termination of this agrecment in which to salvage, sell,
distribute or otherwise dispose of the perscnal property and facilities
used 1in connection with Unit Operations.

ARTICLE 23. RATE OF PRODUCTION: All production frcm the Unit Area

and the disposal thereof shall be in conformity with the allocatioms,
allotments and quotas made or fixed by the Ccrmiss:on and in conforamity
with all applicable laws and lawful regulations.

ARTICLE 24, APPEARANCES: Unit Operator shall, after notice to the
other parties affcected, have the right to appear for or on behalf of any
and all interests affected hereby before the Ccumissioner of Public Lands
and the New Mexico 0il Conservation Commission and to appeal frocm order
issued under the regulations of said Ccomissioner or Commission, or to
apply for relief from any of said regulations or in any proceedings re~
lative to operations before the Ccommissioner or Commission, ¢r any other
legally constituted authority, provided, howcver, that any other in-
terested party shall also have the right at his own expense to be heard
in any such proceeding.

ARTICLE 25. NOTICES: All notices, demands or statements required
hereunder to be given or rendered to the parties hereto shall be decmed
fully given in writing and personally delivered to the party or sent by
postpaid registered mail, addressed to such party or parties at their res-
pective addresses set forth in connection with the signatures heret. or
to the ratification or consent hervof or to such cother address as zny

such party may have furnished in writing to party sending the notice,
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demand or statenent.

ARTICLE 26, NO WAIVER OF CERTAIN RIGHTS: WNothing in this agrecment

contained shall be construed as a waiver by any [..rty hereto of the right
to assert any legal or constituticnal right or defense as to the validity
or invalidity of any law of the Stat. whercin said Unitized Lands are
located, or regulations issued thereunder in any way affecting such party,
or as a waiver by any such party of any right beyond his or its authority
to waive,

ARTICLE 27. UNAVOIDABLE DELAY: All cbligations under thi® agreencnt

requiring the Unit Operator to commence or continue drilling or to operate
on or produce Unitized Substances from any of the lands covered by this
agreenent shall be suspended while, but only sc¢ lcng as the Unit Qperator,
despite the exercise ¢f due care and diligence, is prevented fyeom comply-
ing with such obligations, in whole or in part, by strikes, acts of God,
State or municipal law or agencles, unavcidable accident, uncontrollable
delays in tramsportation, inability to obtain necessary materials in open
market, or other matters beyond the reasonable control of the Unit Opera-
tor whether similar to matters herein enunerated cr not,

ARTICLE 28. 10SS OF TITLE: In the event title to any tract of Unitized

Land shall fail in whole or in part and the true owner cannot be induced
to join this Unit Agreement, such tract shall be automatically regarded as
not ccamitted hereto and there shall be such readjustment of future costs
and benefits as may be required on account of the luss of such title. In
the event of a dispute as to title as to any royalty, working futerest or
cther interests subject thereto, payment or delivery on account thereof
nay be withheld without liability for interest until the dispute is finally
settled; provided, that as to State Land or leases, no payments cof funds
due the State of New Mexico should be withheld, but such funds shall be
deposited as directed by the Ccomissioner cf Public Lands of the State of
New Mexico, to be held as unearned money pending final settlement of the
title dispute, and then applied as earned or returned in accordance with
such final settlenent,

Unit Operator as such 1s relieved from any responsibility for
any defect or failure of any title hereunder,

ARTICLE 29. MNONJOINDER AND SUBSEQUENT JOINDER: If the owner cf any

interest in a tract within the Unit Area fails or refuses to subscrive or
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consent in writing to this agreement, the Working Interest Owner in that
tract who has executed or ratified this agreement may withdraw said tract
from this agreement, or such tract may be included in the Unit if the.
same can be and is qualified as provided in Article 12 hereof. Such with-
drawal as above provided, shall, without further action, also operate to
withdraw all royalty interest in such tract or tracts theretofore committed
hereto. Joinder in the Unit Agreement by a Working Interest Qwner, at any
time, must be accompanied by appropriate joinder to the Unit Operating Agree-
ment in order for the interest to be regarded as effectively committed to
this Unit Agreement.

Any oil or gas interest in the Unitized formation in lands within the
Unit Are not committed hereto prior to submission of this agreement to
the Commissioner for final approval may thereafter be committed hereto
upon compliance with the applicable provisions of Article 12 hereof, at
any time up to the effective date hercof and for a period of six (6) months
thereafter, on the same basis of participation as provided for in Article
12 by the owner or owners thereof subscribing or consenting in writing to
this agreement and, if the interest is a working interest, by the owner
of such interest subscribing also to the Unit Operating Agreement.

It is understood and agreed, however, that after six (6) months
from the effective date hereof the right of subcequent joincer as pro-
vided in this section shall be subject to such :‘equirments or approvals
and on such basis as may be agreed upon by the Working Interest Owners.
Such joinder by a Working Interest Owner must be evidenced by his execution
or ratification éf this Unit .greement and the Unit Operating Agreement.
Such joinder by a Royalty Ouwner must be evidenced by his execution or
ratification of this Unit Agreement and must be consented to in writing
by the Working Interest Owner responsible for the payment of any benefits
that may accrue hereunder in behalf of such Royalty Owner. Except as may
be otherwise herein provided, subsequent joinders to this agreement, as to
tracts within the Unit Area, shall be effective as of the first day of
the month folloding the approval thereof by the Commissioner.

ARTICLE 30. COUNTERPARTS: This agreement may be executed in any num-

ber of counterparts, no one of which needs to be executed by all parties
or may be ratified or consented to by separate instrument in writing spe-

cifically referring hereto and shall be binding upon all those parties who



have oxtended such a counterpart, ratification or consent hereto with the
sane force and effect as if all parties had signed the sane docunent and
regardless of whether or not it is executed Ly all other parties owning
or claining an interest in the lands within the above described Unit Arca.

ARTICLE 31, TAXBS: Bach party hereto shall, for its own account,
render and pay its share of any taxes levicd against or measured by the
anount or value of the Unitized Substances produced from the Unftized Land;
provided, however, that if it is required or if it bLe determined that the
Unit Operaior or the several Working Interest Owners nust pay or advance
said taxes for the account cf the partivs hereto, it is hercby expressly
agreed that the parties so paying or advancing said taxes shall be reim-
bursed thercfor by the parties hereto, including royalty cwners, who may
be responsible for the taxes on their respcective allocated share of said
Unitized Substances.

IN WITNESS WHEREOF, the parties hercto have causced this agrzeuient to

be executed and have set opposite their respective names the date of

execcution,
AMBASSADOR OIL CORPOUATION
ATTEST: By:
3109 wWinthrop Avenuc, F.rt Worth,
Texas,
Secretary
UNIT OPERATOR & WORKING INTEREST
OWNEK,
Date
WORKING INTEPEST OWN:iRS
ATTEST: GRARIDG:E CORXRPORATION
By: .
Secretary P. 0. Box 752, Breckunridge, Texas
Date
GREAT WiSTERN DRILLING COMPANY
ATTEST: By:
Secretary
Date
GULF OIL CORPORATION
ATTEST: By:
Secretary
Date
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Date

Date

Date

Date

Date

Date

Date

Date

Date

Date

Date

Date

ROYALTY OWNERS

DATE OWNER




STATE OF

)
)
COUNTY OF )

On this the day of , 1958, before me appeared
, to me personally known, who being by me duly
sworn, did say that he is the President cf AMBASSADOR OIL CORPOKATICM
and that the seal affixed to said instrument is the corpcrate seal of said
corporation, and that said instrument was sijned and scaled in behalf of
sald corporation by authority cf its board of directors, and said
acknowledged said instrunent to be the free act and Jeed
of said corporation,

IN WITNESS WHEREOF, I have hereunto set ny hand and affixed ny
official seal the day and year in this certificate first above written,

My Cormiission Expires:

Notary Public

STATE OF )

)

COUNTY OF )
On this day of » 1958, before me appeared

to me personally known, who, being by
ne duly sworn, did say that he is the President of GRARIDGE CORPORATX(.
and that the seal affixed to said instrument is the corporate seal of said
corporation, and that said {instrument was sizned and scaled in behalf of
said corporation by authority cf its board of directors, and said
acknowledged said instrument to be the free act
and deed of said corporation,

IN WITNESS WHEREOF, I have hereunto set ny hand and affixed my
official seal the day and year in this certificate first above written,

Notary Public
My Cormission Expires:

STATE OF )
)
COUNTY OF )
On this day of , 1958, before me appeared
, tu me personally known, who Deing
by me duly sworn, did say that he is the President of GREAT

WESTERN DRILLING COMPANY and that the seal affixed to said instrunent

is the corporate seal of said corporation, and that said instruonent was
signed and sealed in behalf of said corporation by authority of its beard
of directors and said acknowledged said
instrument to be the free act and deed of said corporation.

IN WITNESS WHEREOF, I have hereunto set nuy hand and affixed uy
official seal the day and year in this certificate first above written.

Notary Pullic

My Commission Expires;




STATE OF

N Nt St

COUNTY OF

On this day of , 1958, before ne appeared

, to me personally kncwn, who being

by me duly sworn, did say that he is the _ President of GULF OIL
CORPORATION and that the seal affixed to said instrument is the corporate
seal of said corporation, and that said instruneut was signed andSealed
in behalf of said corporation by authority cf its board of {lrecte~s

and said acknowledged said instrument

to be the free act and deed of said corporation.

IN WITNESS WHEREOF, I have hereunto set ny hand and affixed ny
official seal the day and year in this certificate first above written.

Notary Publie

My Commission Expires:




STATE OF )
)
COUNTY OF )
On this day of , 1958, before me personally
appeared
to me personally known to be the person described in and who executed

the foregoing instrument, and acknowledggﬁ that __he__ executed the same
as free act and deed.

IN WITNESS WHEREOF, I have hereunto set my hand and official seal
the day and year in this certificate above written.

My Coumission Expires:

Notary Public

STATE OF )

)

COUNTY OF )
On this day of , 1958, before ne appeared

» to me personally known, who being
by me duly sworn, did say that he is the President of

Corporation and that the seal affixed to
said instrunent is the corporate seal of said corporation and that said
instrunent was signed and sealed in behalf of said corporation by
authority of its board of directors and said
acknowledged said instrument to be the frec act and deed of said
corporation.

IN WITNESS WHEREOF, I have hereunto sct my hand and affixed my
official seal the day and year in this certificate first above written.

Notary Public

My Ccomission Expires:

STATE OF )

COUNTY OF

N

On this day of , 195 » before me appeared

to me personally known, who, being by me duly sworn,
did say that he 1is the President of

Corporation and that the seal affixed to said instrument is the corporate
seal of said corporation, and that said instrunment was signed and sealed
in Dehalf of said corporation by authority of its board of directors,

and said acknowledged said instrument to be
the free act and deed of said corporation.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed oy
official seal the day and year in this certificate first above written.

Nctary Puvlic
My Commission Expires:




STATE OF )
)
COUNTY OF )
On this day of » 195__, before me personally
appeared
to e personally known to be the person described in and who executed
the foregoing instrument, and acknowledged that __he  executed the
same as free act and deed,

IN WITNESS WHEREOF, I have hereunto set my hand and official seal
the day and year in this certificate above written.

My Ccmnission Expires:

Notary Public

STATE OF

COUNTY CF

On this day of , 19 , before me personally

appeared
to me personally known to be the person _ described in and who executed
the foregoing instrument, and acknowledged that __he _ executed the same
as free act and deed,

IN WITNESS WHEREOF, I have hereunto set my hand and official seal
the day and year in this certificate above written.

My Commission Expires:

Notary Public

STATE OF

N’ ot N

COUNTY OF

On this day of » 195___ before me personally

appeared

to me personally known to be the person__ described in and who executed
the foregoing instrument, and acknowledged that __he  executed the sane
as free act and deed,

IN WITNESS WHEREOF, 1 have hereunto set my hand and official seal
the day and year in this certificate above written.

My Commission Expires:

STATE OF

s et Nt

COUNTY OF

On this day of , 195 , before me personally

appeared
to me personally known to be the person__ described in and who executed
the foregoing instrument, and acknowledged that __he  executed the same
as free act and deed,

IN WITNESS WHEREOF, I have hereunto set my hand and official seal
the day and year in this certificate above written.

Notary Public
My Commission Expires:
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EXKIBIT B,

TRACT LEASE AND ROYALTY OWNER OWNER OF RECORD AND
NO. DESCRIPTION ACREAGE  ASSIGMMENT NO. AND AMOUNT WORKING INTEREST OWNER AMDUNT _
*&Q Lot 2, Sec. 1, T 13 8, 40,13 B-8828-41 St. N. Mex., 12.5%2 Ambassador 0il Corporation 140/840
R. 31 E, Chaves County,
Dulaney 0il Company 50/840
**urtis McBroom, C. H. Cooper, W. V. Coffey, R. 0. Dulaney, Jr. 50/840
K. L. Smith, B. H. Murphy, Delfern Oil Company E. Stanley Klein 106/840
John P. Maguire 100/840
Harriet R. F. Appleton 50/840
flsa G. Appleton 100/840
Barry T. Leithead 50/840
Kenneth W, Fraser 25/840
D. W. Vreeland 25/840
Wm. N. Snow 50/840
The Estate of William J. 100/840
THERE IS NO TRACT 3 UNDER THIS UNIT Gallon, Deceased.
*%9 ‘NE/& SW/4, Sec. 1, T 13 8, 40 B-8318-107 St. N, Mex 12.5% Ambassador 01l Corporation 140/850
R. 31 E. Chaves County, Dulaney Oil Company 50/840
R. 0. Dulaney, Jr. 50/840
E. Stanley Klein 100/840
#** Curtis McBroom, C. H. Cooper, W, V, Coffey John P. Maguire 100/840
K. L. Smith, B. H, Murphy, William Spurck and Harriet R. F. Appleton 50/840
wife, Vada Spurck, Delfern Oil Company. Elsa G. Appleton 100/840
Barry T. Leithead 50/840
Kenneth W. Fraser 25/840
D. W. Vreeland 25/840
Wm. N, Snow 50/840
The Estate of William J.
Gallon, Deceased, 100/840

% % ok F % & ¥ X % ¥ %

N’ W o Nt o N Nt Nt N S o A4

PER CENT

PARTICIPATION OF

TRACT IN UNIT

el

2.684280

2.303622

——
g

Ambagsador Leases
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EXHIBIT B (continued)

PER CENT
TRACT LEASE AND ROYALTY OWNER OWNER OF RECORD AND PARTICIPATION OF o
NO . DESCRIPTION ACREAGE  ASSIGNMENT NO. AND AMOUNT WORKING INTEREST OWNER AMOUNT TRACT IN UNIT,
»
**10  W/2 SW/4, Sec. 1, T 13 S, 80 B-10417-5  St. N. Mex. 12.5% Ambassador 01l Corporation 140/840 ) g
R 31 E, Chaves County, Dulaney 0il Company 50/840 *)
R. 0. Dulaney, Jr. 50/840 *)
E. Stanley Klein 100/84C *)
%% Curtis McBroom, C. H. Cooper, W. V. Coffey, John P. Maguire 100/840 *)
K. L. Smith, B. H. Murphy, A. K. Polis, Harriet R. F. Appleton 50,/840 *)
McRae 01l and Gas Corporation, - T Elsa G. Appleton 100/840 *) 4.245850
Barry T. Leithead 50/840 *)
Kenneth W. Fraser 25/840 *)
D. W. Vreeland 25/840 *)
Wm. N. Snow 50/840 *)
The Estate of William J. e
Gallon, Deceased. 100/840 *) @
(]
=
*x11 SE/4 SW/4, Sec. 1, T 13 8, 40 B-8605-23 St. N, Mex, 12,57  Ambassador 0il Corporation 140/840 ) e
R 31 E, Chaves County, Dulaney 0il Company 50/840 *) B
R. 0. Dulaney, Jr. 50/840 *) 5
** Curtis McBroom, C. H. Cooper, W. V. Coffey, E. Stanley Klein 100/840 *) a
K. L. Smith, B. H. Murphy, Delfern 0il Company, John P. Maguire 100/840 *) m
lee B. Gilpin Harriet R. F. Appleton 50/840 *)
Elsa G. Appleton 100/840 *) 3.367509
Barry T. Leithead 50/840 *)
Kenneth W. Fraser 25/840 *)
D. W. Vreeland 25/840 *)
Wm. N. Snow 50/840 *)
The Estate of William J. 100/840 *)

Gallon, Deceased,

Exhibit B



EXHIBIT B(continued)

TRACT. LEASE AND ROYALTY OWNER OWNER OF RECORD AND
"NO. DESCRIPTION ACREAGE ASSIGNMENT NO. AND AMOUNT WORKING INTEREST OWNER AMOUNT
*k12 S8/2 SEf4, Sec. 1, T 13 S, 80 B-10418-73 St. N. Mex. 12,57 Ambassador Q0il Corporation 140/840
R 31 E, Chaves County Dulaney 01l Company 50/840
R. O. Dulaney, Jr. 50/840
E. Stanley Klein 100/840
**Curtis McBroom, C. H. Cooper, W. V. Coffey, John P. Maguire 1€0/840
K. L. Smith, B. H. Murphy, Delfern 0il Company, Harriet R. F. Appleton 50/840
William Spurck and wife, Vada Spurck, Elsa G. Appleton 100/840
Barry T. Leithead 50/840
Kenneth W, Fraser 25/840
D. W. Vreeland 25/840
Wm. N. Snow 50/840
The Estate of William J. 100/840

Gallon, Deceased,

*kl4 N/2 NE/4, Sec. 12,T 13 8, 80 B-10411-21 St. N. Mex. 12,5% Ambassador Oil Corporation 140/840
R 31 E, Chaves County, Dulaney 0il Company 50/840
R. 0. Dulaney, Jr. 50/840
**Curtis McBroom, C. H. Cooper, W. V. Coffey E. Stanley Klein 100/840
K. L. Smith, B. H. Murphy, Delfern 01l Company, Jobn P. Maguire 100/840
Clarence E. Hinkle, Trustee for the Estate of Allie Harriet R. F. Appleton 50/840
M. lLee, Deceased. ) Elsa G. Appleton 100/840
Barry T. Leithead 50/840
Kenneth W, Fraser 25/840
D. W. Vreeland 25/840
Wm. N. Snow 50/840
The Estate of William J. 100/840

Gallon, Decdased,

*)
*)
*)
*)
*)
*)
*)
*)
*)

*)

*)
*)
*)
*)
*)
*)
*)
*)
*)

PER ZENT
PARTICIPATION OF
__TRACT IN UNIT
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7.995733
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[+
o
5]
[0]
1
=
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h =]
«
o
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[+
£
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6.012002
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EXHIBIT B (Continued)

TRACT LEASE AND ROYALTY OWNER OWNER OF RECORD AKD
ND. DESCRIPTION ACREAGE ASSIGNMENT NO. _AND AMOUNT WORKING INTEREST OWNER AMOUNT
**16 S/2 NW/4, Sec. 12, T 13 8§, 80 B-10417-5 St. N. Mex. 12.57  Ambassador 0il Corporation 140/84C
R, 31 E. Chaves County Dulaney 0il Company 50/840
R. O. Dulaney, Jr. 50/840
*% Curtis McBroom, C. H. Cooper, W. V. Coffey, E. Stanley Klein 100/84C
K. L. Smith, B. H. Murphy, A. K. Polis, McRae John P. Maguire 100/840
01l and Gas Corporation Harriet R. F. Appleton 50/840
Elsa G. Appletun 100/840
Barry T. Leithead 50/840
Kenneth W. Fraser 25/840
D. W. Vreeland 25/840
Wm. N. Snow 50/840
The Estate of William J. 100/840

Gallon, Deceased

*%19 lots 2, 3, & &4, Sec. 7 125.98 B-11447-2 St. N. Mex. 12.5% Ambassador 0il Corporatiom 140/840
T 13 5, R 32 E, Lea County Dulaney 01l Company 50/840
R. O. Dulaney, Jr. 50/840
** Curtis McBroom, C. H. Cooper, W. V. Coffey, wwrwnwswmw Mwmws wmw“MMM
K. L. mau.ﬂwnv B. H. z—-ﬂvuuv: Delfern 011l zﬂﬂﬂﬁﬁm R Nw PVHHﬁﬂOnw UO\?O
Company and Pan American Petroleum Corporationm. Elsa G. >mv~m~oa 100/840
Barry T. Leithead 50/840
Kenneth W. Fraser 25/840
D. W. Vreeland 25/840
Wm. N. Snow 50/840
The Estate of William J. 100/840

Gallon, Deceased,

*)
*)
*)
*)
*)

*)
*)
*)
*)

*)
*)

*)
*)
*)
*)
*)

*)
*)

PER CENT
PARTICIPATION OF
TRACT IN UNIT

4.629622

10.592888
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EXHIBIT B (Continued)

TRACT LEASE AND ROYALTY OWNER OWNER OF RECORD AND
NO . DESCRIPTION ACREAGE ASSIGNMENT NO. AND AMOUNT WORKING INTEREST OWNER AMDUNT
*%20 NW/&4 SEj4, Sec, 12, T 13 8, 40 B-10420-146 St. N. Mex., 12,57 Ambassador 0il Corporation 140/840 )
R 31 E, Chaves County, Dulaney 0il Corpany 50/840 *)
R. 0. Dulaney, Jr. 50/840 *)
E. Staanley Klein 100/840 *)
**Curtis McBroom, C. H. Cooper, W. V. Coffey, John P, Maguire 100/849 *)
K. L. Smith, B, H. Murphy, William Spurck and Harriet R. F. Appleton 50/840 *)
wife, Vada Spurck, Elsa G. Appleton 100/840 *)
Barry T. Leithead 50/840 *)
Kenneth W. Fraser 25/84Q *)
D. W. Vreeland 25/840 *)
Wm. N. Snow 50/840 *)
The Estate of William J. 100/840 *)
Gallon, Deceased

*%25 E/2 NE/4, Sec, 11, T 13 8, 80 B~11447~2 St. N. Mex. 12.5% Ambassador 01l Corporation 140/840 )
R. 31 E, Chaves County, Dulaney 01l Company 50/840 *)
R. 0. Dulaney, Jr. 50/840 *)
%% Curtis McBroom, C. H. Cooper, W. V. Coffey, K. L. Smith E. Stanley Klein 100/840 *)
B, H. Murphy,Delfern Q0il Company, Pan American Petroleum John P, Maguire 100/840 *)
Corporation. Harriet R. F. Appleton 50/840 *)
Elsa G. Appleton 100/840 *)
*NOTE: This interest is subject to a carried interest owned by Ambassador Barry T. Leithead 50/840 *)
011 Corporation and the participation of Ambassador 01l Corporation will Kenneth W, Fraser 25/840 *)
Increase as between itself and the owner of this interest when Ambassador D. W. Vreeland 25/840 *)
becomes entitled to i&8 carried interest as provided by the agreement by Wm. N. Snow 50/840 *)
and between the owner of such interest and Ambassador 0il Corporation of The Estate of William J. 100/840 *)

record in the named county.

IANOTE :

The listed parties own oil payments or overriding royalty interests

Gallon, Deceased

which, prior to the execution of this instrument, were payable out of production
from the listed tract as reflected by instruments of record in said county,
but which will, after the execution of this instrument, be payable out of
the production allocated to such tract.

PER CENT
PARTICIPATION OF
TRACT IN UNIT

1.813332

3.178516

Page 5
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EXHIBIT B (Continued)

PER CENT
TRACT LEASE AND ROYALTY OWNER OWNER OF RECORD AND PARTICIPATION OF
NO. DESCRIPTION ACREAGE ASSIGNMENT NMO. AND AMOUNT WORKING INTEREST OWNER AMOUNT TRACT. IN UNIT
1 Lot 1, Sec. 1, T 13 8, 40.04 B-8828-40  St. N. Mex. 12.5% Graridge Corporation SL% .837703 e
R 31 £, Chaves County, 80
(3]
# Wwm. R. Spurck and wife, Vada Spurck, Effie McKay
4 SE/4 NW/4, Sec. 1, T 13 8, 40 B-10416-29 St. N. Mex. 12.5% Graridge Corporation 1007 LE43495
R 31 E, Chaves County
# The Vickers Petroloum Co., Inc., Chas H, Osmond, Roderic Crandall, Maxwell O0il Co,
5 SW/4 NE/4, Sec. 1, T 13 8, 40 B-9155-~6 St. N. Mex. 12.57% Graridge Corporation 100% 2.654983 o
R 31 E, Chaves County, ]
o
@
f#iGreat Western Drilling Company ~
|
Q
6 SE/4 NE/4, Sec. 1, T 13 S, 40 B-10242-6 St. N. Mex. 12.5% Graridge Corporation 1007 1.226444 9
R 31 E, Chaves County, : @
2
# R. ¢.. Dulaney, Jr. 8
7 NE/4 SE/4, Sec. 1, T 13 S, 40 B-10416-24  St. N. Mex. 12.5% Graridge Corporation 100% 3.407912
R 31 E Chaves County
#iChas. H. Osmond, Roderic Crandall, Maxwell 01l Co.
8 NW/4 SE/4, Sec. 1, T 13 S, 40 B-10416-26 St. N, Mex. 12.5% Graridge Corporation 1007 1.6541064
R 31 E, Chaves County,
# Chas. H. Osmond, Roderic Crandall, Maxwell 01l Co.
13 Lot 1, Sec. 7, T 13 8, 41,82 B-10973-9  St, N. Mex. 12.5% Graridge Corporation 100% 2.485506

R 32 E, Lea County

EXHIBIT B



EXHIBIT B (Continued)

PER CENT
TRACT LEASE AND ROYALTY OWNER OWNER OF RECORD AND PARTICIPATION OF
NO . DESCRIFTION ACREAGE ASSIGNMENT NO, AND AMOUNT WORKING INTEREST OWNER AMOUNT TRACT IN UNIT
18 NE/4 SE/4 and SE/4 NE/4, 80 B-10416-29 St. N. Mex. 12.57 Graridge Corporation 106% 5.577487
Sec. 12, T138,R31E
Chaves County
#iChas H. Osmond, Roderic Crandall, Maxwell Oil Co. g4 The Vickers Petroleum C»s., Inc.
21 SE/4 SE/4, Sec. 12
T13S,R31E, Chaves Co. 40 B-8429-21 St. N. Mex. 12.57 Graridge Corporation 1007, 1.268475
#irnest John Goldsworthy and Emma J. Goldsworthy,
22 Sw/4, SE/4, Sec. 12, 40 B-10416-25 St. N. Mex. 12.,5% Graridge Corporation 100% 1.952602
T135,R31 E. Chaves Co.
f#ichas, H. Osmond, Roderic Crandall, Maxwell 0il Co.
26 W/2 NE/4, Sec. 11, T13s, 80 B-399-37 St. N. Mex. 12.5% ##Graridge Corporation 100% 2.212742
R31E, Chaves County,
#fCity National Bank of Houston and Malcolm C. Damuth, Trustees for Ethel Janet Boyle; William H. Danforth
27 SE/4,5/2 & NE/4 of SW/4, 280 B-8631-3 St. N. Mex 12.5% Graridge Corporation 100% 8.840176
Sec. 11, T13S, R31E,
Chaves County
# Ohio 011 Company
#NOTE The parties listed below each tract own overriding royalty interests which, prior to execution of this imnstrument, were payable

out of production from such tract under the terms of the lease covering such tract as reflected by instruments of record in said county,
but which will, after the execution of this instrument, be payable out of the production allocated to such tract.

##NOTE Sub

recorded in Vol. 21, page 124, 0il and Gas Records, Chaves County, New Mexico.

Ject to a beneficial interest in favor of 01l & Gas Property Management, Inc., and Clardy & Barnett, as per terms of agreement

Page 7
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EXHIBIT B (Continued)

TRACT LEASE AND ROYALTY OWNER
NO. DESCRIPTION ACREAGE  ASSIGNMENT NO. -aNp AMOUNT
17 Sw/4 NE/4, Sec. 12, T13S, 40 B-10416 St. New Mex. 12.5%
R31k, Chaves County,
4 J. C. Maxwell, Inc,, Charles H. Osmond, Roderic Crandall
23 £/2 sWw/4, Sec. 12, T13S, 80 B-9155 St. New Mex. 12.5%
R31Ek, Chaves County,
Jd Great Western Drilling Company, Cascade Petroleum Company,
24 W/2 SW/4, Sec. 12, T13S, 80 B-7878 St. New Mex. 12.5%
R31k, Chaves County
¢ Great Wcstern Drilling Company, Cascade Petroleum Company
28 SE/&4 SE/4, 8ec. 2, TL3S, 40 B~9541 St. New Mex. 12,5%
R31L, Chaves County
4 Great Western Drilling Company
@ Note:

New Mexico, but which will, after the execution of this instrument, be payable out of the production allocated to such tract.

15

2]

PER CENT ]

OWNER OF RECORD AND PARTICIPATION OF &

WORKING INTEREST OWNER AMOUNT TRACT IN UNIT
Great Westerm Drilling Co. 1007, 3.669794

Great Western Drilling Co. 100% 7.336938 .

S

-]

5]

o

=

Great Western Drilling Co. 100% 4,235398 .
Great Western Drilliag Co. 100% 1.u75055

The parties listed below each tract eown overriding royalty interests which, prior to execution of this instrument, were payable out
of production from such tract under the terms of the lease covering such tract as reflected by instruments of record in the County of Chaves,

N/2 NW/4&, Sec. 12, T13s, 80 B-8459 St. New Mex.
R31E, Chaves County

12.5%

Gulf 01l Corporation

100%

4,097832

Great Western D:

EXHIBIT B

Gulf 0il Corporation Leases



"'J.ZAM,ES T.JENNINGS
. , ATTORNEY AT LAW
~ J.P.WHITE BUILDING
‘/’ - :ROSWELL,NEW MEXICO

May 1, 1958

Qil Conservation Commission
Box 871
Santa Fe, New Mexico

Attention: Mr. Porter
Gentlemen:
Znclosed herewith you will find the application, in

triplicate, filed by Ambassador Oil Corporation for approval
of the North Caprock Queen Unit No. Two. You will also find

3 copies of the proposed Unit Agreement.

In accordance with my conversation of this afternoon
with Mr. Porter, I will appreciate it if you will set this up for
Commissioner's hearing on May 28 as my client is anxious to
have a hearing at the earliest possible date.

If you find that the Application is not in order or that
you need additional information, I would certainly appreciate
it if you would so advise me, or call me collect at Roswell
MAin 2-8432.

Yours very truly,

JTJ:cs
Enc.
cc: Ambassador Qil Corporation

el
r -, B
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BEFORE THE OIL CONSERVATION COMMISSION

. STATE OF NEW MEXICO

IN THE MATTER OF THE APPLICATION OF

AMBASSADOR OIL CORPORATION FOR THE

APPROVAL OF THE NORTH GAPROCK QUEEN

UNIT NO. TWO EMBRACING 1807.97 ACRES CASE NO,
MORE OR LESS LOCATED IN TOWNSHIP 13

SOUTH, RANGES 31 and 32 EAST, N.M, P, M,

CHAVES AND LEA COUNTIES, NEW MEXICO,

APPLICATION FOR APPROVAL OF
NORTH CAPROCK QUEEN UNIT NO, TWO

Comes now the applicant, Ambassador Oil Corporation,
whose address is Box 9338, Fort Worth, Texas, and files herewith three
copies of the proposed Unit Agreement for the development and operation
of the unit area of the North Caprock Queen Unit No. Two, and hereby
makes application for approval of said unit as provided by law, and in
support thereof states:

1. That the unit area covers the following described lands,
to wit:

Chaves County, New Mexico

T. 13S., R. 31 E.,
Section 1 - Lots 1, 2, S{NE$, SEINW3, si
Section 2 - SE4SE}
Section 11 - NE4swi, Siswi, Ef
Section 12 - All

Lea County, New Mexico

T. 138., R. 32 E.,
Section 7 - Lots 1, 2, 3 and 4

containing in all 1807.97 acres, more or less
2. That all of the lands embraced in the unit area are State

lands.



3. That the applicant, Ambassador Oil Corporation, is
designated as unit operator in said Unit Agreement and, as such, is given
the authority under the terms thereof to carry on operations for the dis-
covery, development and production of unitized substances.

4. Applicant has heretofore instituted a pilot water flood
project on the lands embraced in the Unit, which pilot water flood project
was approved by Commission Order No. R-1053 dated September 16, 1983,

5. That the pro;;oud unit will 1u& to a more efficient and
orderiy development and operation of the present pilot water flood being
carried on by the applicant in the unit area and is necessary to allow the
applicant to completely develop its water flood operation.

6. That the Unit Agreement is in substantially the form as
Unit Agreements heretofore approved by the Commissioner of Public Lands
of the State of New Mexico and by the New Mexico Cil Conservation Commission
and it is believed that the secondary recovery operations can Le more eco-
nomically and efﬁcientlf carried on under the terms of said agreement to
the end that the maximum recovery will be obtained, and that the Unit
Agreement is in the interest of conservation of oil and gas and prevention
of waste as contemplated by the statutes of the State of New Mexico.

7. That application is being made to the Commissioner of
Public Lands of the State of New Mexico for the approval of said Unit
Agreement.

8. That in excess of 90% of the working interest owners have
heretofore executed the Unit Agreement and the Unit Agreement provides that
any party owning rights in the unitizsed substances who does not commit such
rights to the Unit Agreement before the effective date thereof may thereafter
become a party by subscribing to such Unit Agreement or by ratifying the

same as provided by the terms of said agreement.



9. That upon an order being entered by the New Mexico
Qil Conservation Commission approving said Unit Agreement and after
approval thereof by the Commissioner of Public Lands of the State of New
Maexico, an executed original, or executed counterpart, of the Unit Agree-
ment will be filed with the New Mexico Oil Conservation Commission.

WHEREFORE, the applicant respectfully requests that a
public hearing be held upon the matter of the approval of said Unit Agree-
ment and upon said hearing the Unit Agreement be approwed by the New
Mexico Qil Conservation Commission as being in the interest of conserva-
tion and the prevention of waste.

DATED this first day of May, 1958,

Respectfully submitted,

AMBASSADOR OIL CORPORATION

BY:

Roswell, New
Attorney for Applicant, Ambassador
0il Corporation.
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