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"RANDOLFPH M. RICHARDSO
OIL AND GAS LAND AND UNIT CONSULTAN

SEP ~51975

P. O. BOX 819 2L CONSERVATION COMM.
ROSWELL, NEW MEXICO 88201 Santa Fe

September 4, 1975

OFFICE 505 622-8801
HOME 505 &€22-7985

In Re: Power Deep Unit Area
Eddy County, New Mexico

Mr. Dan Nutter

New Mexico 0il Conservation Commission
P. 0. Box 2088

Santa Fe, New Mexico 87501

Dear Mr. Nutter,

Pursuant to telephone conversation I am enclosing three copies
of Application for Approval of the captioned Unit, which Appliecation
also contains a request for a hearing.

You will also find one copy of the Unit Agreement enclosed.
Exhibits "A"™ and "B" to the Unit Agreement have not been
drafted, consequently as Exhibit "A" I attached a Xerox shot

of a land ownership map, and as Exhibit "B" I attached a list
of the State Leases.

Exhibits "A" and "B" will be furnished as soon as completed,
and this should be several days before the September 24th hearing
date.

If all is not in order, or if you need any additional information
at this time, please let me know.

Yours truly,

V% 2 A

R. M. Richardson

Xerox copys C & K Petroleum, Inc.



DIRECTOR

OI1L CONSERVATION COMMISSION

STATE OF NEW MEXICO
P. 0. BOX 2088 - SANTA FE l‘
87501

LAND COMMISSIONER STATE GEOLOGIST

JOE D. RAMEY PHIL R. LUCERO EMERY C. ARNOLD

September 30, 1975

Re: CASE NO. 3557
Randolph Richardson ORDER NO. R-5104
Attorney at Law
P. 0. Box 819
Roswell, New Mexico 88201 Applicant:

C & K Petroleum, Inc.

Dear Sir:

Enclosed herewith are two copies of the above-referenced
Commission order recently entered in the subject case.

/Ygurs very truly,

\%ﬂ/ Q/é/

JOE D. RAMEY VY
/blrector

JDR/ £d
Copy of order also sent to:
Hobbs 0CC x

Artesia 0OCC
Aztec OCC

Other




PHIL R. LUCERO Commissioner of Rblic I ands P. O. BOX l148
COMMISSIONER SANTA FE, NEW MEXICO 87501

December 22, 1975

Mr. Esndolph M. Richardson
P. 0. Box 81%
Roswell, Hew Hexico 88201

He: C&X Petyoleum, Inc,
POWER DEEP UNIT
Eddy County, Mew Hexico

Dgar ir. Richardson:

The Coweriseioper of Public lacds has this date given fimsl
approval te the Power Deep Unit, Zddy County, New Memico, which
you submitted on behslf of C4X Petroleum, Inc, This approval is
subject to like approvel by the United States Geologicsl Survey.

inclosed are Five (3) Certificates of approval. We are
furnishing the USCE with & copy of cur letter of sppruvel,

Plesgse advise this office wheno the USCS approves the agree-
wment so that s ey finish precessing same,

Yary truly yours,

PHIL X, LUCERO
COMMISSIONER OF FUBLIC LANDS

BY:
RAY D, GRAHAM, Director
011 und Gas Division
PRL/RDG /s
anclia;
-1 -H UsiS-Rosweli, NHew Haxice
ML~ Sants Fe, Bew Maxico —

ILLEGIBLE



RANDOLPH M. RICHARDSD!\H
DL AND GAS LAND AND UNIT EDNSULTANT 3
FEDERAL - STATE -~ FEE
P. O. 80X B9
ROSWELL, NEW MEXICO 88201

February 20, 1976
OFFICE 505 622-8801
HOME 505 622-7985

In Ret Power Deep Unit Agreement,
Case No. 5557
Order No. R-5104

0il Conservation Commission
F. G. Box 2088
Santa Fe, New Mexico 87501

Gentlemen,

Please refer to the captioned Unit and Order. 1In
reviewing my files I cannot determine whether or not I
forwarded an approved and executed copy of the Unit Agreement
as required by the order.

Consequently, I am enclosing for your files a copy of
the Unit Agreement showing all signatures, approval by the
U. 3. G. 5. and Commissioner of Public Lands. If you already
have a copy, you may throw this one away.

As of my last report, the Initial Test Well will
probably be plugged and abandoned, consequently the entire
matter is probably already solved.

Thank you, and if you need anything more, please

advise.
VoufZ)very truly, 7 ’
7
//\{ Az,

n

R. M., Richardson



T \m.i\w

United States Department of the Interior

GEOLOGICAL SURVEY S R

Drawer 1857 Co ‘ R
Roswell, New Mexico 88201 S TR

}

December 23, 1975

Randolph M. Richardson
P.O. Box 819
Roswell, New Mexico 88201

Gentlemen:

One approved copy of the Power Deep unit agreement, Eddy County, New
Mexico, with C & K Petroleum, Inc., as unit operator, is returned herewith.
Such agreement has been assigned No. 14-08-0001-14273 and is effective as
of December 23, 1975, the date of approval. For your record purposes,
please note that the first paragraph of our designation letter of September 25,
1975, incorrectly referred to the subject unit as the Powder Deep unit
agreement., '

You are requested to furnish the New Mexico Oil Conservation Commeission
and all other interested principals with ~vidence of this approval.

Sincerely yours,

Gl & L,
CARL C. TRAYWIC
Acting Area Oil and Gas Supervisor
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CERTIFICATION--DETERMINATION PR

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 0il and Gas Supervisor of the
Geological Survey (33 F.R. 5812), I do hereby: ‘

A. Approve the attached agreement for the development and operation

of the Power Deep Unit Area, State of New Mexico

County of Eddy .

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, produciﬁg, rental,
minimum royalty, and royalty requirements of all Federal leases committed
to said agreement are hereby established, altered, changed, or revoked to

conform with the terms and conditions of this agreement.

Dated DEC 22 1975

s 2 L in S,

ACTIMNG 0il and Gas Supervisor, %?it "States &eological Survey

Coﬁtract Number / 4! ~O5- O]~ J4273




UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION
OF THE
POWER DEEP UNIT AREA
COUNTY OF EDDY
STATE OF NEW MEXICO

NO'

THIS AGREEMENT, entered into as of the 5th day of September ’

13j§i; by and between the parties subscribing, ratifying, or consenting hereto,
and herein referred to as the "parties hereto,"
WITNESSETH: .
WHERFEAS, the parties hereto are the owners of working, royalty, or other
"0il and gas interests in the unit area subject to this agreement; and | ‘
WHEREAS, the Mineral Leasing Act of February 25, 1920, 41 Stat. 437, as
amended, 30 U. S. C. Secs. 181 et seg., authorizes Federal 1¢§sees gnd their re-
presentatives to unite with each other, or jointly or separately with others, in
_ collectively adopting and operating a cboperative or unit plan of development or
operation of any oil or gas pool, field, or like area, or any ;ért thereof for the
puréose of more properly conserving the natural resources thereof whenever determined
and certified by the Seéretary of the Interior to be necessary cr advisable in the
~ public interest; and
WHEREAS, theIComﬁiSSioner of Public iands of the State of New Mexico is
authorized by an Act of the\Legislature (Sec. 7-11-29 N.M. Staﬁutes 1953 Annotateé)
to consent to or approve this agreement on behalfvof the State of New Mexico, insofar
as it covers and includes lands and mineral interest of the State of Neﬁ Mexice; and,
WHEREAS, the 0il Conservation Commission of the State-of New Mexico is author-
ized by an Act of the Legislature (Chapter 72, Laws of 1935, as amended by Chapter
193, Laws of 1937; Chapter 166,Laws of 1941; and Chapter 168, Laws of 1949) to ap-
prove this agreement ané the conservation provisions hereof; ard,
WHEREAS, the parties hereto hold sufficient interests in the

s o S o & Arnt——

Power Dee Unit Area covering the land hereinafter des-
ep X

cribed to give reasonably effective control of operations therein; znd
WHEREAS, it is the purpose of the parties hereto *o conserve natural resources,
prevent waste, and secure other benefits obtainable through development and operation

of the area subject to this agreement under the terms, conditicns, and limitations



herein set fofth;

NOW, THEREFOPE; in concideration of the premises and the promises herein
contained, the parties hereto commit to this agreement their respective interests
in the below-defined unit area, and agree severally among themselves as follows:

4. ENABLING ACT AND REGULATIONS. The Mineral Leasing Act of February, 25,

1920, as amended, supra, and all valid pertinen£ regulations, including operating
and unit plan regulations, heretoforé issued thereunder or valid, pertinent, and
reasonable regulations hereafter issued thereunder are accepted and made a part of
this agreement as to Federal lands, provided such regulations are not inconsistent
with the terms of this agreement; and as to non—Federal lands, the oil and gas
operatiné regulations in effect as of the effective date hereof governing drilling
and producing operations, not inconsistent with the terms hereof or the laws qf the
State in which the non-Federal land is located, are hereby accepted and made a part
of this agreement.

2. UNIT AREA. The following described land is hereby designated and recog-

nized as constituting the unit area:

a

T-17-S, R-30-E, NMPM T-17-S, R-31-E, NMPM

Sec, 36: All Secs. 31 & 32: All

T-18-S, R-30-E, NMPM T-18-S, R-31-E, NMPM

Secs. 1 & 12: All Secs. 5,6,7 & 8¢ All
\ Containing 5,686.22 acres more or less

Exhibit "A" attached hereto is a map showing the unit area and the boundaries and

indentity of tracts énd leases in said area to the extent known to the Unit Operator.

. Exhibit "B" attached hereto is a schedule éhowing to the extent known to the Unit
Operator the acreage, percentage, and kind of ownership of oil énd'gas inferests

in all land 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 thefowhership 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
Opera?or whenever changes in the unit area render such revision neceésary when re-

quested by the 0il and Gas Supervisor, hereinafter referred to as '"Supervisor," or

when requested by the Commissioner of Public Lands of the State of New Mexico,
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hereinafter referred to as "Land Commissioner," and not less than five (5) copies

of the revised Exhibits shall be filed with the Supervisor and one (1) copy there-
of shall be filed with the Land Commissioner, and one (1) cbpy with the New Mexico
0il Conservation Commission, hereinafter reférréd to as "State Commission."

The above-described unit area shall, when practicable, be expanded to include
therein any additional lands or shall be contracted to exclude lands whenever such
expansion or contraction is deemed to be necessary or advisable to conform with the
purposes of this agreement. Such expansion or contraction shall be effected in the
following manner:

(a) Unit Operator, on its own motion or on demand of the Director of the
Geological Survey, hereinafter referred to as "Director," or on demand of the Land
Comﬁissioner, after preliminary concurrence by the Director, shall prepare a notice
of proposed expansion or contraction describing the contemplated changes in the

boundaries of the unit area, thé reasons therefor, and the proposed effective date
thereof, preferably, the first day of a month subsequent to the date of notice.

(b) Said notice shall be delivered to the Supérvisor, the Land Commissioner
and the State Commission, and copies thereof mailed to the last known address of
each wvorking-interest owner, lessee, and lessor whose interests are affected, ad-
vising that thirty (30) days will be allowed for submission to the Unit Operator of
any objections. )

(¢c) Upon expiration of the 30-day period provided-in the preceding item
(b) hereof, Unit Operator shall file with the Supervisor, the Land Commissioner,
and the State Commission, evidence of mailing of the notice of expansion or con-
fraction and a copy of any objections thereto which have been filed with the Unit
Operator, together with an application in sufficient number, for approval of
such expansion or contraction and with appropriaté joinders.

(d) After due consideration of all pertiﬁent informatiqn, the expansion or
contraction shall, upon approvaliby the Supervisor, the Land Commissioner, become
effective as of the date prescribed in the notice thereof. .

(e) All legal subdivisions of lands (i.e., 40 acres by Governmen: survey
or its nearest lot or tract equivalent; in instances of irregular surveys unusually
large lots or tracts shall be considered in multiples of 40 acres or the nearest
aliquot equivalent thereof), no parts of which are entitled to be in a participating
area on or vefore the fifth anniversary of the effective date of the first initial

participating area established under this unit agreement, shall be eliminated auto-

matically from this agreement, effective as of said fifth anniversary, and such lands



shall no longer bte a part of the unit area and shall no lozger be subject to
this agreement, unless diligent drilling operations are in progress on unitized
lands not entitled to participation on said fifth anniversary, in which event all
such lands shall remain subject hereto for so long as such drilling operations
are continued diligently, with not more_than 90 days' time elapsing between the
completion of one such well and the commencement of the next such well. All legal
subdivisions of lands not entitled to be in a participating area within 1C years
after the effective date of the first initial pérticipating area approved under
this agreement shall be automaticalli eliminated from this agreement as of said
tenth anniversary. All lands proved productive by éiligent drilling operations
after the aforesaid five-year period shall become participating in the same
manner as during said five-year period. However, when such diligent drilling
operations cease, all non-participating lands shall be automatically eliminated
effective as of the 91st day thereafter. The unit operator shall within 90 days
after the effective date of any elimination hereunder, describe the area so eli-
minated to the satisfaction of the Superviéor of the Land Commissioner and
promptly notify all parties iﬁ interest. |

If conditions warrant extension of the ten-year period specified in this
subsection 2 (e), a single extension of not to exceed two years may be accomplished
by consent of the owners of 90% of the working interests in the current non-parti-
cipating unitized lands and the owners of 60% of the basic royalty interests
(exclusive of the basic royalty interests of the United States) in non-participating
unitized lands with approval of the Director and Land Commissioner, provided such
extension application is submitted to the Director and the Land Commissioner not
later than 60 days prior to the expiration of said ten-year periogd.

Any expansion cf the unit area pursuant to this section which embraces
lands theretofore eliminated pursuant to this subsection 2 (e) shall not be con-
sidered automatic commitment or recommitment of such lands.

3. UNITIZED LAND AND UNITIZED SUBSTANCES. All o0il and gas in the hereinabove

specified lands committed to this agreement, as to all depths and formations below

the base of the San Andres Formation, which for the purpose of this agreement, is
identified as being at a depth of 4,550 feet on Schlumberger Sonic Log of the Odessa
Natural Gasoline Company #1 El Paso State well located 660' FNL and 660' FEL of
Section 36, T-17-S, R-30-E, NMPM, Eddy County, New Mexico

are unitized and desigrnat<d as unitized substances under the terms of this agreement
and said lands shall constitute lands referred to herein as unitized subject to

this agreement.

L, TUNIT OPERATOR. C & K PETROLEUM, INC.

is hereby designated as Unit Operatlor and by signatuie htreto az Unit Qperater

=4



agrees and consents to accept the duties and obligations of Unit Operator for the
discovery, development, and production of unitized substances as herein provided.
Whenever reference is made herein to the Unit Operator, such reference means the
Unit Operator acting in the capacity aﬁd not as an owner of interest in unitized
substances, and the term "working-interest owner".when used shall include or

refer to Unit Operator as the owner of a working interest when such an interest

is owned by it.

5. RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit Operator shgll have the
right to resign at any time prior to the establishment of a participating area or
areas hereunder, but such resignation shall not become effective so as to release
Unit Operator from the duties and obligations of Unit Operator and terminate Unit
Operator's rights as such for a period of six (6) months after notice of intention
to resign has been served by Unit Operator on all workiﬁg-interest owners and the
Supervisor and the Land Commissioner, and until all wells then drilled hereunder
are placed in a satisfactory condition for suspension or abandonment whichgver is
required by the Supervisor as to Federal lands aﬁa the State Commission as to State
lands, unless a nsw Unit Operator shall have been selected and approved and shall
have taken over and assumed the duties and obligations of Unit Operator prior to
the expiration of said period.

Unit Operator shall have the right to resign in like manner and subJect to
like limitations as above provided aé any time a participating area established
hereunder is in existence, but, in all 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 performance of the duties
éf unit operator, and shall not later than 30 days Sefore such resignation or re-
moval becomes effective appoint a common agent to represent them in any action to
be taﬁen hereunder.

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

The Unit Operator may, upon default or failure in the performance of its

B

dutiés or obligations hersurder, be susjsct to removal by the sans psrcerntasg

&

vot

W
D

of the owners of working interests as herein provided for the selection of a new
Unit Operator. Such remcval shall be effective upon notice thereof to the Superviscr

and the Land Commizgsioner.

wr




The resignation or removal of Unit Overator under this agreement shall

rest as the owner of a working interest or

0

not terminate i
other interest in unitized substances; but upon the resignation or removal of Unit
Operator becoming effective, such Unit Operato? shall deliver possession of all
wells, equipment, materials, and appurtenances used in conducting the unit opera-
tions to the new duly qualified successor Unit'Operatbr or to the common agent,

if no such new Unit Operator is eleéted, to be used for the purpose of conducting
unit operations hereunder. Nothing herein shall be construed as authorizing re-
moval of any material, equipment, and appurtenances needed for the preservation of
any wells.

6. SUCCESSOR UNIT OPERATOR. Whenever the Unit Operator shall tender his

or its resignation as Unit Operator or shall be removed as hereinabove provided,
or a change of Unit Operator is negotiated by working-interest owners, the owners
of the working interests in the participating area or areas according to their re-
spective acreage interests in.such participating area or areas, or until a parti-
cipating area snall have been establishea, the owners of the working interests
according to their respective acreage interests in all unitized land, shall by
majority vote select a successor Unit Operator: Provided, That, if a majority
but less than 75 per cent of the working interests qualified to vote are owned by
one party to this agreement, a concurring vote of one or more additional working
interest owners shall be required to select a new operator. Such selection shall
not become effective until

(a) a Unit Operator so selected shall accept in writing the duties and
responsibilities of Unit Operator, and

(b) the selection shall have been approved by the Supervisor and approved
by the Land Commissioner.

If no successor Unit Operator is selected and qualifiéd as herein provided,
the Director and the Land Commissioner, at their election, may declare this unit
agreement terminated.

7. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT. If the Unit Operator

-

is not the sole owner of working interests, costs, and expenses incurred bty Unit
Operator in conducting unit operaticns hsreunder shall be paid and apporticnsd
among and borne ty the owners of working interests, all in accordance with the
agreement or agreements entered into by and between the Unit Operator and the

ovners of working interests, whether one or more, sevarately or collectively. Any

agreement or agreements entered into bstween the working-intersst owners and the



Unit Operator as provided in this section, whether one or more, are herein referred
to as the "unit operating agreement.'" Such unit operating agreement shall also
provide the manner in which the working-interest owners shall be entitled to re-
ceive their respective proportionate and allocated share of the benefits accruing
hereto in conformity with their underlying operating agreements, leases, or other
independent contracts, and such other rights and obligations as between Unit Operator
and the working-interest owners as“may be agreed upon by 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 re-
lieve the Unit Opérator of any right or obligation established under this unit
agreement, and in case of any inconsistency or conflict between this unit égreement
and the unit operating agreement, this unit agreement shall govern. Three true
copies of any unit operating agreement executed pursuant to this section should

be filed with the Supervisor and one true copy with the Land Commissioner, pricr to

approval of this unit agreement.

8. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Except.as otherwise specifically
provided herein, the exclusive right, privilege and duty of éxexcising any and all
rights of the parties hereto which are necessary or convenient for prospecting for,
producing, storing, allocating, and distributing the unitized substances é;e here-
by 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 Opera-
tor and, toggther with this agreement, shall constitute and define the rights,
privilege§: and obiigations of'Unif Operator. Nothing herein, however, shall be
construed to transfer title to any land or to any lease or Qperating agreehent,

.it being understood that under this agreement thé Unit Operator, in its capacity
as Unit Operator, shall exercise the rights of possession and use vested iﬁ the
parties héreto only for the purposes pérein specified.

9. DRILLING TO DISCOVERY. Within six (6) months after the effective date

hereof, the Unit Operator shall Eegin to drill an adequate tést well at.é iocation
approved by the Supervisor, if on Federal land, or by the Land Commissioner, if on
State land, unless on such-effectivé date a well is being drilled conformably with
the terms hereof, and thereafter continue such drilling diligently until the

Mississippian Formation h i t he Pe

Age tested : ", or until at a lesser

depth unitized substances shall be discovered which can be produced in paying
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quantities (to-wit: quantities sufficient to repay the costs of drilling, complet-

ing and producing opefations, with a reasonable profit) or the Unit Operator shall,
at any time, establish to the sgtisfaction of the Supervisor if on Federal land, or
the Land Commissioner if on State land, that further drilling of said well would

‘be unwarranted or impracticable; provided, however, that Unit Operator shall not,

in any event, be required to drill_;aid well to a depth in excess of 12,000
feet. Until the discovery of a deposit of unitized'substances capable of being
produced in paying quantities, the Unit Operator shall continue drilling diligently
‘one well at a time, allowing not more than six (6) months between the completion
of one well and the beginning of the next well, until a well c;pable of producing
unitized substances in paying quantities is completed to the satisféction of said
Supervisor if it be on Federal land or of the Land Commissioner if on State land,
or until it is reasonably pfoved that the unitized land is incapable of producing
unitized subs£ances in paying quantities in the formations drilled hereunder.
Nothing in this section shall be deemed to limit the right of the Unit Operator to
resign as provided in Section 5 hereof, or as requiring Unit-?perator to commence
or continue any drilling during the period pending such resignation becoming ef-
fective in order to comply with the requirements of this section. The Director
and Land Commissioner may modify the drilling requirements of this section by
granting reasonable extensions of time when, in their opinion, such action is
warranted. N

Upon failure to commence any well provided for in this section within the
time allowed, including any extension of time granted by the Supérvisor and'the.
Land Commissioner, this agreement will automatically terminate; upon failure to
continue drilling diligently any well commenced hereunder, the Supervisor and the
Land Commissioner may, after 15-days notice to the Unit Operator, declare this
unit agreément terminated. |

10.‘ PLAN OF FURTHER DEVELOPMENT AND OPERATION. Within six (6) months

after completion of a well capable of produciﬁg unitized substances in paying.

quantities, the Unit Operator shall submit for the approval of the Supervisor and

the Land Commissioner an acceptable plan of development and operation for the uni-

tized land which, when approved by the Supervisor and the Land Commissioner, shall
constitute the further drilling and operating cobligations of the Unit Operator
under this agreement for the period specified therein. Thereafter, from time to

time before the expiration of any existing plan, the Unit Operator shall submit

-8-
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for the approval of the Superviser and the Land Commissioner a plan for an addi-
tional specified period tor the development and operation of the unitized land.

Any plan submitted pursuant to this section shall provide for the explora-
tion of the unitized area and for the diligent'drilling neceésary for determina-
tion of the area or areas thereof capable of p;oaucing unitized substances in
paying quantities in each and every productive formation and shall be as complete
gnd adequate as the Supervisor and the Land Commissioner may determine to be neces-
sary for timely development and proper conservation of the oil and gas resources
of the unitized area and shall:

(a) specify the number and locations of any wells to be drilled and the
proposed order and time for such drilling; and

"(b) to the extent practicable specify the operating practices regarded as
necessary and advisable for proper conservation of natural resources.
Separate plans may be submittgd for separate productive zones, subject to thé ap-
proval of the Supervisor and the Land Commissirner.

Plans shall be modified or supplemented when necessary to meet changed con-
ditions or to protect the interests of all parties to this agreement. Reasonable
diligence shall be exercised in complying with the obligations of the approved
plan of development. The Supervisor and the Land Commissioﬁer are authorized to
grant a reasonable extension cf the six-month period herein prescribed for sub-
mission of an initial plan of development where such action is justified because
of unusual conditions or circumstances. After completion hereunder of a well
capable of producing any unitized substance in paying quantities, no further wells,
except such as may be necessary to afford protection against operations not under
this agreement and such as may be specifically approved by the Supervisor and
the Land Commissioner, shall be drilled except in accordance with a plan of devel-
opment approved as herein provided.

41. PARTICIPATION AFTER DISCOVERY. Upon completion of a well capable of

producing unitized substances in paying quantities or as soon fhereafter as re-
quired by the Supervisor or the Land Commissioner, the Unit Operatér shall submit
for approval by the Superviscor and the Land Commissioner a schedule, based on sub-
- divisions of the public-land survey or aliquot parts thereof, of all land then re-
garded as reasonably proved to be productive in paying quantitiés; all lands in
said schedule on approval of the Supervisor and the Land Ccmmissioner to constitute

a participating area, effective as of the date of completicn of such well or the
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effective date of this unit agreement, whichever is later. The acreages of both
Federal and non-Federal lands shall be based upon appropriate computations from
the courses and distances shcwm on the last approved public-land survey as of the
effective date of each initial.participating area. Said schedule shall also set
forth the percentage of unitized substances to be allocated as herein provided to
each tract in the participating area so estabiished, and shall govern the alloca-
tion of production commencing with”the effective date of the participating area.
A separate participating area shall be establishea.for each separate pool or de-
posit of unitized substances or for any group thereof which is produced as a
single pool or zone, and any two or more participating areas so established may
be combined into one, on approval of the Supervisor and the Land Commissioner.
When production from two or more participating areas, so established, is subse-
quently found to be from a common pool or deposit said participating areas shall
be combined into one effective as of such appropriate date as may be approvéd or
prescribed by the Supervisor'and the Land Commissioner. The participating area
or areas so established shall be revised from time to time, subject to like ap-
pro;al, to include additional land then regarded as reasonably proved to be pro-
ductive in paying quantities or necessary for unit operations, or to exclude land
then regarded as reasonably proved not to be productive in paying quantities and
the schedule oanllocation percentages shall be revised accordingly. The effective
date of any revision shall be the first of the month in which is obtained the
knowledge or information on which such revision is predicated, provided, however,
that a more appropriate effective date may be use& if justified by the Unit
Operator and approved by the Supervisor and the Land Commissioner. No land shall
be excluded from a participating area on account of depletion of the unitized
sub§tances, excepi that any participating area established under the provisions of
this unit agreement shall terminate automatically whenever all completions in the
formation on which the participating area is based are abaﬁdoned.

It is the intent of this section that a participating grea shall represent
the area known or reasonably estimated to be productive in paying quantifies; but
regardless of any revision of the participating area, nothing herein contained
silall be construec as requiring any retroactive adjustment fcr prouuction obtalined
prior to the effective date of the revision of the participating area.

In the absence of agreement at any time betwszen the Unit Operator and the

L P R

Supervisor and the Land Commissiocner as te the propsr delinitics or redefinition
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of a participating ar=a, or until a participating area has, or areas have, been
established as provided herein, the portion of all payments affected thersby shall
be impounded in a manner mutually acceptable to the owners of working interests
and the Supervisor and the Land Commissioner. Royalties due the United States
shall be determined by the Supervisor for Federal lands and the Land Commissioner
for the State lands and the amount thereof shall be deposited, as directed by the
Supervisor and the Land Commissiohér, to be held as unearned money until a parti-
éipating area is finally approved and then applieﬁ as earned or returned in ac-
cordance with a determination of the sum due as Federal and State royaltj on the
basis of such approved participating area.

Whenever it is determined, subject to the approval of the Supervisor and
the Land Commissioner, that a well drilled under this agreement is not capable of
production in paying quantities and inclusion of the land on which it is situated
in a participating area is unwarranted, production from such well shall, for’tbe
purvoses of settlement amoﬁg all parties other than working-interest owners, be
allocated to the land on which the well is located unless such land is already
within the participating area established for the pool or deposit from which such
production is obtained. Settlement for working interest benefits.from such a
well shall be made as provided in the unit operating agreement.

12. ALLOCATION OF PRODUCTION. All unitized substances produced from each

participating area established under this agreement, except any part thereof used
in conformity with good operating practices within the unitized area for driiling,
operating, camp, and cother production or development purposes, for repressuring
or recycling in accordance with a plan of development approved by the Supervisor
and Land Commissioner, or unavoidably lost, shall be deemed to be producedvequally
on an acreage basis from the several tracts of unitized land of the participating
aréa established for such production and, for the purpose of determining any bene-
fits accruing under this agreement, each such tract of unitized land shall have
allocated to it such percentage of said production as the number of acres of such
tract included in said partiﬁipating area bears to the total acres of unitized
land in said participating area, except that allocation of production hereunder

for purposes other than :or

R N Y- PO [P S .. LR R e
ettliznant 21 the royalzy, cvsrriding royaliy., or

o

payment out of production obligations of the respective working-interest owners,
shall be on the basis prescribed in the unit operating agreement whether in con-

formity with the basis of sllorcation herein set ferth or otherwise. If is hereby
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agreed that production of unitized substances from a participating area shall be
aliocated as provided herein regardless of whether any wells are drilled on any
particular part or tract of said participating area. If any gas produced from

one participating area is used for repressuring.or recycling purposes in another
participating area, the first gas withdrawn from such last-mentioned participating
area for sale during the life of this agreement‘shallibe considered to be the gas
so transferred until an amount equal.to that transferred shall be so produced for
sale and such gas shall be allocated to the particiﬁéting area from which initially
produced as such area was last defined at the time of such final product;on.

13. DEVELOPMENT OR OPERATION OF NON-PARTICIPATING LAND OR FORMATIONS. Any

party hereto owning or controlling the working interest in any unitized land having
thereon a regular well location may with the approval of the Supervisor and the
Land Commissioner, at such party's sole risk, costs, and expense, drill a well to
test any formation for which a participating area has not been established or to
test any formation for which a participating area has been established if.such
location is not within said participating>area, unless within 90 days of receipt

;f notice from said party of his intention to drill the well the Unit Operator
elects and commences to drill such a well in like manner as other wells are drilled
by the Unit Operator under this agreement.

If any well drilled as aforesaid by a working-interest owner results in
éroduction such that the land upon which it is situated may properly be included
in a participating area, such participating area shall be established or enlarged
as provided in this agreement and the well shall thereafter be operated by the
Unit Operator in accordance with the terms of this agreement and the unit operating
agreement.

If any well drilled as aforesaid by a working-interest owner obtains pro-
duction in quantities insufficient to justify the inclusion of the land upon which
such well is situated in a participating area, such well may be operated and pro-
duced by the party drilling the same subject to the conservatién requirements of
this agreement. The royalties in amount or value of production from any such well
shall bs paid as specified in the underlying lease and agreements affected.

14, ROYALTY SETILZMENT. The United 3States and any 3tzte and any royaity

owner who is entitled to take in kind a share of the substances now unitized here-
under shall hereafter be entitled to the right to take in kind its share of the

unitized substances, and the Unit Operator, or the working-irt~rsst ownsr in case

-12-
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of the operation of a well by a working-interest owner as herein provided for in
special cases, shall make deliveries of such royalty share taken in kind in con-
formity with the applicable contracts, laws, and regulations. Settlement for roy-
alty interest not taken in kind shall be made‘by working-interest owners responsible
therefor under existing contracts, laws, and regulaticans, or by the Unit Operator,
on or before the last day of each month for unitized substances produced during

the preceding calendar month; provided, however, that nothing herein contained

ehall operate to relieve the lessees of any land from their respective lease obli-
gations for the payment of any royalties due under their leases.

If gas obtained from lands not subject to this agreement is introduced
into any participating area hereunder, for use in repressuring, st?mulation of
production, or increasing ult;mate recovery, in conformitz with a plan of opera-
tions approved by the Supervisor and the Land Commissioner, a like amount of gas,
after sett%ement as herein provided for any gas transferred from any other parti-
cipating area and with appropeiate deduction for ioss from any cause, may be with-
drawn from the formation into which the gas ié>introduced, royalty iree as to dry
gas, but not as to any products which may be extracted therefrom; érovided that
such witbdrewal shall be at such time as may be provided in the aéproved plan of
operations or as may otherwise be consented to by the Supervisor and the Land
Commissioner as conforming to good petroleum engineering practice; and provided
further, that such right of withdéawal shall terminate on the termination of this
unit agreement.

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
en the basis of the amounts thereof allocated to unitized Federal land as provided
herein at the rates specified in the respective 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 per well, said‘
average production shall be determined in accordance with the eﬁerating regulations
as though each participating area we?e a single consolidated lease. |

Royalty due on account of State lands shall be’computed and paid on the
basis of all unitized substances allocated to such lands.

15. RENTAL SETTLEMENT. Rental or minimum royalties due on leases committed

hereto shall be paid by working-interest owners responsible therefor under existing

contracts, laws, and regulations, provided that nothing herein contained shall
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operate to relisve the lessees of any land from their respective lease obligations
for the payment nf.any rental or minimum royalty due under their leases. Rental
or minimum royalty for lands of the United States subject to this agreement shall
be paid at_the rate specified in the respective leases from the United States un-
less such rental or minimum royalty is waived, suspended, or reduced by law or oy
approval of the Secretary or his duly authori;ed representative.

Rentals on State of New Mexico lands subject tb this agreement shall bé
paid at the rates specified in the respective leases.

With respect to any lease on non-Federal land containing provisions which
would terminate such lease unless drilling operations are commenced upon the land
covered thereby within the time therein specified or rentals are paid for the pri-
vilege of deferring such drilling operations, the rentals required thereby shall,
notwithstanding any other provision of this agreement, be deemed to accrue and be-
come payable during the term thereof as extended by this agreement and until the
required drilling operations are commenced upon\the land covered thereby or until

some portion of such land is included within a participating area.

16. CONSERVATION. Operations hereunder and production of unitized substances

shall be conducted to provide for the most economical and efficient recovery of . i
said substances without waste, as defined by or pursuant to State or Federal law
or regulation. )

17. DRAINAGE. The Unit Operator shall take such measures as the Supervisor
and Land Commissioner deem appropriate and adequate to prevent drainage of unitized

substances from unitized land by wells on land not subject to this agreement.

18. LEASES AND CONTRACTS CONFORMED AND EXTENDED. The terms, conditions,

and provisions of all leases, subleases, and other contracts relating to exploration,

drilling, development, or operation for oil or gas on lands committed to this agree-~

ment are hereby expressly modified and amended to the extent necessary to make the
same conform to the provisions hereof, but otherwise to remain in full force and
effect; and the parties hereto hereby consent that the Secretafy, as to Federal
leases and the Land Commissioner, as to State leases, shall and each by his ap-
proval hereof, or by the approval hereof by his duly authorized representative,
does hereby c¢stablish, alter, change, or revoke the drilling, producing, rental,
minimum royalty, and royalty requirements of Federal and State lzases committed
hereto and the regulations in respect thereto to cconform said reguirements to the

provisions of this agreement, and without limiting the generality of the foregoing,
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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 therof shall be deemed full performance of all obligations for develop-
ment and operation with respect to each and every separately owned tract subject
to this agreement, regardless of whether there is any development of any particu-
lar tract of the unit area. J

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

(c) Suspension of drilling or producing cperations on all unitized lands
pursuant to direction or consent of the Secfetary and the Land Commissioner, or
his duly authorized representative, shall bé deemed to constitute such suspénsion
pursuant to such direction or consent as to each and every tract of unitized land.
A suspension of drilling or producing operations limited to specified lands shall
be applicable only to such lands.

(d) Bach lease, sublease, or contract relating to the exploration, drilling,
development or operation for oil or gas of lands other than those of the United
States and State of New Mexico committed to this agreement, which, by its terms
4might expire prior to the termination of this agreement, is hereby extended beyond
any such terms so provided therein so that it shall be continued in full force and
effect for and during the term of this agreement.

(e) Any Federal lease for a fixed term of twenty (20) years or any renewa
thereof or any part of such lease which is made subject to this agreement shall con-
tinue in force beyond the term provided therein until the termination hereof. Any
other Federal lease committed hereto shall continue in force beyond the term so
provided therein or by law as to the land committed so long as such lease remains
subject hereto, provided that production is had in paying quaﬁtities under this unit
agreement prior to the expiration date of the term of such lease, or in the event
actual drilling operations are commenced on unitized land, in accordance with the
provisions of this agreement, prior tc the end oI the primary term ol such lease
and are being diligently prosecuted at that time, such lease shall be extended for

two years and so long thereafter as oil or gas is produced in paying gquantities in

-15-



accordance witn the provisions of the Mineral Leasing Act Revision of 19€0.

(f) Each sublease or contract relating to the operation and develorment of
unitized substanceslfrcm lands of the United Ctates committed to this agresment,
which by its terms would expire prior to the time at which the underlying lease,
as extended by the immediately preceding paragraph, will expire, is hereby extended
beyond any such term so provided therein so that it shall be cantinued in full force
and effect for and during the term of the underlying lease as such term is herein
extended.

(g) The segregation of any Federal Lease committed to this agreement is
governed by the following provision in the fourth paragraph of Sec. 17 (j) of the
Mineral Leasing Act, as amended by the Act of September 2, 1960 (74 Stat. 781-784):
"Any (Federal) lease heretofore or hereafter committed to any such (unit) Plan em-
bracing lands that are in part within and in part outside of the area covered by
any such plan shall be segregated into separate leases as to the lands committed
and the lands not committed as of the effective date of unitization: Provided
however, that any such lease as to the nonunitized portion shall continue in force
and effect for the term thereof but for not less than two years from the date of
such segregation and so long thereafter as oil or gas is produced in paying quanti-
- ties."

(h) In the event the Initial Test Well is commenced prior to the expiration
date of the shortest term State Lease within the Unit Area, any lease embracing
.lands of the State of New Mexico which is made subject toc this agreement, shall |
continue in force beyond the term provided therein as to the lands committed hereto
until the termination hereof. )

(i) Any lease embracing lands of the State of New Mexico having only a
portion of its lands committed hereto, shall be segregated as to the protion com-
mitted and the portion not committed, and the terms of such lease shall apply
separately to such segregated protions commencing as of the effective date hereof;
provided, however, notwithstanding any of the provisions of this agreement to the
contrary any lease embracing lands of the State of Hew Mexico having only a portion
of its lands committed hereto shall continue in full force and effect beyond the
term provided therein as to all lands embraced in such lease, if 0il or gas is dis-~
covered and is capable of being produced in paying quantities from some part of
the lands embraced in such lease at the expiration of the secondary term of such
lease; or if, at the expiration of the secondary term, the leasee or fhe Unit Opera-
tor is then engaged in bona fide drilling or reworking operations on some part of

the lands embraced in such lease, the same as to 211 lands embraced therein, shall
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remain in full force and effect so long as such overations are being 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 quantitie§ is being produced from any portion
of said lands.

19. COVENANTS RUN WITH LAND. The covenants herein shall be construed to be

covenants running with the land wifh respect to the interest of the parties hereto
and their successors in interest until this agreement terminates, and any grant,
transfer, or conveyance, or 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 trans-
fer of any working interest, royalty, or other interest subject hereto shall be
binding upon Unit Operator until the first day of the calendar menth after Unit
Operator is furnished with the original, photostatic, or certified copy of-the
instrument of transfer.

20.. EFFECTIVE DATE AND TERM. This agreement shall become effective upon h

approval by_the Secretary and the Land Commissioner or his duly authorized repre-
sentative, and shall terminate five (5) years from said effectivé date unless

(a) such date of expiration is extended by the Director and the Land Com-
missioner, or '

(b) it is reasonably determined prior to the expiration of the fixed term
or any extension thereof that the unitized land is incapable of production of uni-
tized substances in paying quantities in the formations tested hereunder and after
notice of intention to terminate the agreement on such ground is given by the Unit
Operator to all parties in interest at their last known addresses, the agreement
is terminated with the approval of the Supervisor and the Land Commissioner, or

(¢) a valuable discovery of unitized substances has been made or accepted
on unitized land during said initial term or any extension thereof, in thch event
the agreement shall remain in effect for such term and so loné as unitized substances
are produced in quantities sufficient to pay ror the cost of producing same from
wells on unitized land withir any participating area established hereunder ard,
should production cease, so long therszaiter as diligent cperations are in progress
for the restoration of production or discovery of nsw production and sSo long there-

after as unitized substcnces so discovered are  produced as aforesaid, or
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(d) it is termirated as heretofore provided in this agreement. This agree-
ment may be terminated at any time by not less than 75 per centum, on an acreage
basis, of the working-interest owners signatory hereto, with the approval of the
Supervisor and the Land Commissioner; notice of any such approval to be given by the

Unit Operator to all parties hereto.

21. RATE OF PROSPECTING, DEVELOPMENT, AND PRODUCTION. The Director is

he?eby vested with authority to alter or modify from time to time in his discretion
the quantity and rate of production under this agreement when such quantity and

rate is not fixed pursuant to Federal or State law or does not conform to any state-
wide voluntary conservation or allocation program, which is established, recognized,

and generally adhered to by the majority of operators in such State, such authority

* being hereby limited to alteration or modification in the public interest, the pur-

pose thereof and the public interest to be served thereby to be stated in the order
of alteration or modification. Without regard to the foregoing, the Director is
also hereby vested with authority to alter or modify from time to time in his dis-
cretion the rate of prospecting and development and the quantity and rate of pro-
duction under this agreement when such alteration or modification is in the interest
of attaining the conservation objectives stated in this agreement énd is not in
violation of any applicable Federal or State law.

Powers in this section vested in the Director shall only be exercised after
nofice to Unit Operator and opportunity for hearing to be held not less than 15

days from notice.

22. APPEARANCES. Unit Operator shall, after notice to other parties affected,

have the right to appear for and on behalf of any and all interests affected hereby
before the Department of the Interior and the Commissioner of Pulbic Lands and to
appeal from orders issued under the regulations of said Department or Land Commis-
sioner or to apply for relief from any of said regulations or in any proceedinés
relative to operations before the Department of the Interior or the Land Commission-
er or any other legally constituted authority; provided, howevef, that any. other
interested party shall also have the right at his own expense to be heara‘in aﬁy
such proceeding.

23. NOTICES. All notices, demands, or statements required hereunder to be
given or rendered to the parties hereto shall be deemed fully given if given in

writing and personally delivered to the party or sent by postpaid registered or

certified mail, addressed to such party or parties at tleir respective addrezses
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set forth in cornsction with the signatures hereto or to the ratification or con-
sent hereof or to such other address as any such party may have furnished in writing
to party sending the notice, demand or statement.

24, NO WAIVER OF CERTAIN RIGHTS. Nofhing in this agreement contained shall

be construed as a waiver by any party hereto_of the right to assert any legal or
constitutional right or defense as to the validity or invalidity of any law of the
State wherein szid unitized lands are located, or.of the United States, or regula-
tions issued thereunder inany way affecting such party, or as a waiver by any such
party of any right beyord his or its authority to waive.

25. UNAVOIDABLE DELAY. All obligations under this agreement 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 agreement shall be suspended while
the Unit Operator desfite the exercise of due care and diligence, is prevented from
complying with such obligations, in whole or in part, by strikes, acts of Géd,
Federal, State, or municipal law or agencies, gnavoidable accidents, unéontrollable
delays in transportation, inability to obtain necessary materials in open market,
or other matters beyond the reasonable control of the Unit Operator whether similar
to matters herein enumerated or not. No unit obligation which is suspended under
this section shall become due less than thirty (30) days after it has.been deter-
mined that the suspension is no lqnger applicable. Determination of creditable
"Unavoidable Delay' time shall be made by the unit operator subject to-approval of
the Supervisor and the Land Commissioner.

26. NONDISCRIMINATION. In connection with the performance of work under

this agreement, the operator agrees to comply with all the provisions of section
202 (1) to (7) inclusive of Executive Order 11246 (30 F.R. 12319), as amended,
which are hereby incorporated by reference in this agreement.

27. 10SS OF TITLE. In the event title to any tract of unitized land

shall fail and the true owner cannot be induced to join in this unit agreerent,
such tract shall be automatically regarded as not committed hereto and ﬁhere shall
be such readjustment of future costs and benefits as may be required on account of

the loss of such title. In the =2v

4]

nt of a dispute as to title as to any royalty,
working interest, or other interests subject thereto, payment or delivery on account
thereof may be withheld without liability for interest until the dispute is finally

settled; provided, that, as to Federal and State land or leases, no payments of
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funds due the United Statec or the State of New Mexico should be withheld, but
such funds shall be deposited as directed by the Supervisor and such funds of the
State of New Mexico shall be depositgd as directed by the Land Commissioner, to be
held as unearned money pending final éettlemgnt of the title dispute, and then
applied as earned or returned in accordance with such final settlement.

| Unit Operator as such is relieved from any responsibility for any defect
or failure of any title hereunder:

28. NON-JOINDER AND SURSEQUENT JOINDER. If the owner of any substantial

interest in a tract within the unit area fails or refuses to subscribe or consent
to this agreement, the owner of the working interest in that tract may withdraw said
tract from this agfeement by written notice delivered to the Supervisor and the
Land Commissioner and the Unit Opefator prior to the approval of this agreement
by the Supervisor. Any oil or gas interests in lands within the unit area not com-
mitted hereto prior to submission of this agreement for final approval may there-
after be committed hereto by'the owner or owners thereof subscribing or consenting
to this agreement, and, if the interest is a ;orking interest, by the owner of such
interest also subscribing to the unit operating agreement. After operations are
commenced ﬁereunder, the right of subsequent Joinder, as provided in this section,
by a working-interest owner is subject to such requirements or approvals, if any,
pertaining to such Jjoinder, as may be provided for in the unit operating agreement.
After final approval hereof, joinéer by a non-working interest owner must be con-
sented to in writing by the working-interest owner committed hereto and responsible
for the payment of any benefits that may accrue hereunder in behalf of such non-
working interest. A ncn-working interest may not be committed to this unit unless
the corresponding working interest is committed hereto. Joinder to the unit agree-
ment by a working-interest owner, at any time, must be accompanied by appropriate
joinéer to the unit operating agreement, if more fhan oné éo@mitted working-iﬁtefest
owner is involved, in order for the interest to be regarded as committed to this
unit agreement. Except as may otherwise herein be provided, subsequent joinders
to this agreement shall be effective.as of the first day of the month foilowing the
filing witk the Supervisor and the Land Commissioner of duly executed counterparts
of all or any papers nsoezsary to estadblish effactive commiltment of any trzci o
this agreement unless objection to such joinder is duly made within sixty (60) days

by the Supervisor and the Land Commissioner.
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29. COUITERPARTS. This agreement may be executed in any number of counter-

parts no one of which nezds to be executed by all parties or may be ratified or
consented to by separate instrument in writing specifically referring hereto and
shall be binding upon all -nose parties who have executed such a counterpart, rati-
fica%ion, or consent her=z:c with the same force and effect as if all such parties
had signed the.same document and regardless of whether or not it is executed by all
other parties owning or claiming éh interest in the landS‘within the above-described
'unit area.

0. SURRENDER. Nothing in this agreement shall prohibit the exercise by any
working-interest owner of the right to surrender vested in such party by any lease,
sublease, or operating agreement as to all or any part of the lands covered thereby,
provided that each party who will or might acquire such working interest by such
surrender or by forfeiture as hereafter set forth, is bound by the terms of this
agreement.

If, as a result of anﬁ such surrender, the working interest rights as to
such lands become vested in any party other tﬁan the fee owner of the unitized sub-
stances, said party may forfeit such rights and further benefits from operation
hereunder és to said land to the party next in the chain of titlé who shall be and
become the owner of such working interest.

~ If, as the result of any such surrender or forfeiture, working interest righis
become vested in the fee owner of.the unitized substances, such owner may:

(1) Accept those working-interests rights subject to this agreement énd
the unit operating agreement; or

(2) Lease the portion of such land as is included in a participating area
established hereunder subject to this agreement and the unit operating agreement.

(3) Provide for the independent operation of any part of such land that are
not then included within a participating areas established hereunder.

If the fee owner of the unitized substances does not accept the working-
interest rights subject to this agreement and the unit operating agreement or lease,
such lands as above-providea within six (6) months after thevsurrendered or for-

feited working-interest rights become vested in the fee owner, the benefits and

n

obligations of operations accruing to such lands under this agreement and the unit
operating agreement shall be shared by the remaining owners of unitized working

interests in accordance with their respective working interest ownerships, and

such owners or workireg interests shall compensate the fee owner of unitized sub-
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stances in such lands by vaying sums egqual to the rentals, minimum royalties, and
royalties applicablé to such lands under the lease in effect when the lands were
unitized.

An appropriate accounting and settlement shall be made, for all benefits
accruing to or payments and expenditures made or incurred on behalf of such surren-
dered or forfeited working interest subsequenf to the date of surrender or forfeiture,
and payment of any moneys found tonbe owing by such an accountipg shall be made as
between the parties within thirty (30) days. In £he event no unit operating agree-
ment is in existence and a mutually acceptable agreement between the proper parties
thereto cannot be consummated, the Supervisor may prescribe such reasonable and
equitable agreement as he deems warranted under the circumstances.

The exercise of any right vested in a working-interest owner to reassign
such working interest to the party from whom obtained shall be subject to the same
conditions as set forth in this section in regard to the exercise of a right to
surrender. |

31. TAXES. The working-interest owners shall render and pay for their ac-

count and the account of the royalty owners all valid taxes on or measured by the
unitized substances in and under or that may be produced, gathered; and sold from
the land subject to this contract after the effective date of this agreement, or
upon the proceeds derived therefrom. The working-interest owners on each tract

shall and may charge the proper proportion of said taxes to the royalty owners

e
- 7

having interests in said tract, and may currently retain and deduct sufficient of

the unitized substances or derivative products, or net proceeds thereof from the

allocated share of each royalty owner to secure reimbursement for the taxes so paid.

[

No such taxes shall be charged to the United States or the State of New Mexico or
to any lessor who has a contract with his lessor who has a contract with his lessee

which requires the lessee to pay such taxes.

L T 5 b o1 MY

32. NO PARTNERSHIP. It is expressly agreed that the relation of the parties

hereto is that of independent contractors and nothing in this agreement contained,

expressed, or implied, nor any operations conducted hereunder, shall create or be

AT R T s

deemed to have creatsd a partnership or association between the parties hereto or §
any of them.

3%z, CONFLICT OF SUPERVISION. Neither the Unit Operator nor the working-~

interest owners, nor any c¢f them, shall be subject to any forfeiture, termination,
or expiration of any right hereunder or under any leassc ~2r contracts subjsct hereto.

.
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or to any penalty or liability on account of delay or failure in whole or in part
to comply with any applicable provisions thereof to the extent that the said Unit
Operator or the working-interest owners, or any of them, are hindered, delayed, or
prevented from complying therewith by reason of failure of the Unit Operator to
obtain, in the exercise of due diligenée, the concurrence of proper representatives
of the United States and proper representatives of the State of New Mexico in and
about any matters or things concerning which it is required herein that such con-
currence be obtained. The parties hereto, including the State Commission, agree
that all powers and authority vested in the State Commission in and by any provi-
sions of this agreement are vested in the State Commission and shall be exercised
by it pursuant to the provisions of the laws of the State of New Mexico and subject
in any case to appeal or judicial review as may now or hereafter be provided by the
laws of the State of New Mexico.

34, SURFACE AND ENVIRONMENTAL PROTECTION STIPULATIONS. Nothing in this

agreement shall modify or change either the special Federal Lease stipulations re-
lating to surface management or such special Federal Lease stipulations re}ating
to surface and environmental protection, attached to and made a part of, 0il and
Gas Leases covering lands within the Unit Area.

35. PROTECTION OF POTASH DEPOSITS. No wells will be drilled for oil or gas

at a location on Federal lands which in the opinion of the Supervisor or at a
location on State lands which in the opinion of the Commissioner would result in
undue waste of potash deposits or constitute a hazard to or unduly interfere with
mining operations being conducted for the extraction of potash deposits.

The drilling or abandonment of any well on unitized land shall be done in
accordance with applicable o0il and gas operating regulations, including such
reéuirements as to Federal lands as may be prescribed by the Supervisor and as to
State lands by the Commissioner, as necessary to prevent the infiltration of o0il,
gas or water into formations containing potash deposits or intp mines or workings
being utilized in the extraction of such deposits. |

Well records and survey plats that an oil and gas lessee of Federal lands
must file pursuant to applicable operafing regulations (50 CFR Part 221) sﬂall be
available for inspection at the Office of the Supervisor to any party holding a
potasn permit or lease on “hie Federal land on which the well is situated irnzofar
as such records are pertinent tc the mining and protection of potash depqsits.

IN WITNESS WHEREOF, the parties hereto have caused this agreement fc be

executed and have set opposite their respective names the date of execution.
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STATE OF  TEXAS
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COUNTY OF MIDLAND

The foregoing instrument was acknowledged before me this 7/ 7 day of

,,M,,z cery oy, 1975, by (. D. - . who is
_&o /f@'%@f of C & K PETROLEUM, INC. a AL lecirace /

(State of Incorp.)

corporation, for and on behalf of said Corporatiomn.

My Commission Expires: /é/»u—vy &LL/

Notary Public

/Q ;«, | > i
"-. \\:‘ .
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EXHIBIT "B"

SCHEDULE OF LANDS AND LEASES

POWER DEEP UNIT AREA

EDDY COUNTY, NEW MEXICO

'GACT SERIAL NO. & BASIC ROYALTY LESSEE OF RECORD OVERRIDING ROYALTY
i, DESCRIPTION ACRES EXPIRATION DATE & PERCENTAGE AND PERCENTAGE AND PERCENTAGE
1, T-18-S, R-31-E, NMPM 160.00 LC-029389-E U.S.A. Canadian Kenwood Co. ou.mm&. Hondo 0il & Gas Co. .

Sec. 5; Swk ‘ Renewal-HBP  Schedule "D" T. R. Parker 6.75% $16,000.00 out of 12.50000%

T-18-S, R-31-E, NMPM 147,37

Sec. 63 Lots 3,4 & 5,
SEANW

T-18-S, R-31-E, NMPM 240.00

Sec. B; SWh, NYSEWk
7.18-S, R-31-E, NMPM  40.00

Sec. 7} SEWSE/

5. T-18-S, R-30-E, NMPM 440,64

e P ST
.

Sec., 1; Lots 1,2,% & 14,
NEWSWK, NYSEK, Sy

Same base lease and ownership as Tract #l, above, except no production payment burden *
*Alps Oil Company owns operating rights above 4000 feet on lots 3, 4, and 5.

LC~-029393%-A
Renewal-HBP

LC-029393%-B
Renewal -HBP

LC-047633-B
Renewal-HBP

U.S.A.
Schedule "C"

U.S.A.
Schedule "D"

de.b.
Schedule "D"

Hondo 0il & Gas Co.

Texaco, Inc.

Sibyl V. Perry

All

All

All

None

Below 4,000 Feet
Jimmie Collier
Atlantic Richfield Co.
Unknown
Kincaid & Watson Drl. Co,
$500 per acre out of
J. H. Moore
$500 per acre out of
Frank Bateman
$250 per acre out of

Below 4,500 Feet
Sibyl V. Perry

-

1.87500%
3.12500%
0.78125%
1.50000%
0.75000%

0.75000%

6.25000

WORKING INTEREST
AND PERCENTAGE

Canadian Kenwood Co.

93.25%
T. R. Parker

6.75%

Hondo 0il & Gas Co.

Above 4,000 Feet
Kincaid & Watson et al

Below 4,000 Feet
Texaco, Inc.

Above 4,500 Feet
Eastland 0il et al

Below 4,500 Feet
C & K Petroleum, Inc.
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Power Deep Unit Area

1-18-5, R-31-E, NMPM
“oc. 83 SYSER

80.00

. 18-5, R-30-E, NMPM 760.00
Soc. 1j SYSEW, SERSWA
Sec, 12; All

LC-070133
Renewal ~-HBP

NM-021096
Renewal-HBP

d’m.>.
Schedule "C"

q.m.>.
Schedule "DV

Herman J., Ledbetter ALl

Franklin, Aston & Fair, Inc. 75.00%

Yates Petroleum.Corp. 10.00%
Featherstone Farms 2.00%
Maude L. Mackey, Trust 1.00%
William Dooley Estate 3.00%
Rogers Aston L, 50%
Rogers Aston, Executor L, 50%

Below

3,500 Feet

B. J. Ginsberg 7.50000%

Yates Brothers 1.25000%*

*Payable out of Yates Petroleum Corp.

Interest only.

**Operating rights below 3,
by virtue of operating Agreement not filed

500 feet owned

with Bureau of Land Management.

Above 3,500 Feet
Herman J. Ledbetter

Below 3,500 Feet **
Hondo 0il & Gas Co.

Franklin, Aston & Fair, Inc.

 75.000000% .

Rogers Aston and First National
Bank in Dallas, Co-Trustees of the
"C" Trust u/w/o Bert Aston,
Deceased

02.250000%

Rogers Aston, Trustee of the Esther

Aston Trust No. 1
00.750000%

Rogers Aston, Trustee of the Esther

Aston Trust No. 2
00.750000%

Rogers Aston
01.875000%

LaDora lLucas
01.125000%

Tom P. Stephens
01.125000%

James T. Jennings and Roger L.
Copple, Co-Trustees of the Todd
Memorial Trust

01.125000%
Yates Petroleum Corporation
10.000000%
Robert B. Mackey and 01d Kent Bank
& Trust Co. of Grand Rapids, MI.,
Co-Trustees of the Estate of
Maude .. Mackey, Deceased
01.000000%

Featherstone Farms
02.000000%

William Patrick Dooley
01.333300%

Helen Dooley Perkins
00.666700

The Estate of Isabel Polhemus

Ironside, Deceased
"l AOOOCYY.
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Exhibit "B" - Page 3
Power Deep Unit Area

. I-18-5, R-31-E, NMPM 280.00
Sec. 5; Lots 1,2,3 & 4,

)

1.

SYNWk, SWANEHK

T-18-S, R-31-E, NMPM 861.30

Jec. 53 SEh
feec. 63 Lots 1, 2,

SYAEW, Lots 6, 7, EYSWh

See, 73 NEW

1-17-5, R-31-E, NMPM

Sec. 3l m.wuﬁ Lot M_.‘ m“mu_\»M§

7-18-S, R-31-E, NMPM 628.25

Yeco. 7; Lots 1, 2,
SEVNWK, E/SWh,
W/SEW, NEASEW,

Sec. 8; N¥2

T-18-S, R-30-E, NMPM

Sec. 1; W/SWA

r-18-S, R-31-E, NMPM
“ec. 5; SEMNEWk

T-18-8, R-31-E, NMPM

Siec, 73 NEWNWY

T-18-5, R-31-E, NMPM

Sec. 73 Lots 3, 4

T-17-S, R-31-E. NMPM

Sec. 31; Lots 1.2
€S ik PSS S W

80.00

ko.oo

68.67

379.99

NM-0299468
HBP

NM-0334702
- HBP

NM-0558685
12-31-75

NM-11328
02-28-80

NM-11615
04-30-80

NM-209£9
05-3%1-84

NM-23001
11-31-79

NM-25474
06-30-80

a.mcbl
12.5%

U.S.A.
12.5%

U.S.A.
12.5%

U.S.A.
12.5%

U.S.A.
12.5%

U.S.A.
12.5%

U.S.A.
Schedule "B"

U.S.A.
Schedule "B"

Atlantic Richfield Co.

Allied Chemical Corpe.

Allied Chemical Corp.

Pennzoil Company
Yates Petroleum Corp.
Cecile Hurt

Flag-Redfern 0il Co.

C & K Petroleum, Inc.

All

All

A1l

A1l

A1l

A1l

All

100.00%

Margaret P. Partridge

Associated Royalty Co.

Pearson~Sibert 0il Co.
A. ¥, Gilmore Co.
Robert D. Fitting
Hallbergen & Co.

E. B, Hall

Amax Petroleum Corp.

Harry Ptasynski

A. Lansdale

None

None

None

1.50000%
1.50000%

1.33000%
1.33000%
1.00000%
0.67000%
0.67000%

5.00000%

5.00000%

5.00000%

Above 4,000Feet
Eastland 0il Co. et al
(as to Lots 3 & 4,
SWiNEk, Sec. 5 only)

Below 4,000 Feet
Atlantic Richfield Co.

Allied Chemical Corp.

Allied Chemical Corp.

Pennzoil Company
Yates Petroleum Corp.
Cecile Hurt
Flag-Redfern 0il Co.

C & K Petroleum, Inc.
100.00%
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STATE OF NEW MEXICO LANDS

-17-5, R-30-E, NMPM 80.00 B-1565-2 State * Getty 0il Co. A1l None Getty Oil Company
Sec. 363 SUNIA HBP 12.5% '
T-17-5, R-20-E, NMPM  40.00 B-2130-16 State Cities Service 0il Co. ALl None Cities Service 0il Co.
Sec. 363 NWhWh HBP 12.5% :
. T-17-8, R-2%0-E, NMPM 80.00 B-3627-3 State Hondo 0il & mwm Co. All Ncne s . Hondo 0il & Gas Co.
fec. 363 za\ei . HBP 12.5% Co |
» '1-17-8, R-30-E, NMPM 40,00 B-3627-23 State El Paso Natural Gas Co. All None El Paso Natural Gas Co.
Ve, 263 SWASWHE HBP 12.5% :
. T-1/-5, R-31-E, NMPM 40.00 B-3627-32 State Cities Service 0il Co. A1l -+ None Cities Service 0il Co.
Ve, 323 SEWNEW HBP 12.5% . , :
. I'-17-5, R-31-E, NMPM 280.00 E-6015 State Mobil “ 0il Corporation All None Mobil 0il Corporation
Nec. 323 Nwh, NVANEW, HBP 12.5% _
SWINEY
. 1-17-S, R-30-E, NMPM 360.00 K-5609 . State Cities Service 0il Co. - A1l None : Cities Service 0il Co.
Vee. 363 NYNE, E/NWh, 01-18-76 12.5%
SWHNWI, NYSEk, SWASEW, ’
SEWSWH
v, 1-17-S, R-31-E, NMPM umo 00 L-121 State Allied Chemical Corp. A1l None : Allied Chemical Corp.
Hec, wm S¥ 07-18-77
. T-18-8, R-31-E, NMPM 160.00 L-182 State Allied Chemical Corp. All None Allied Chemical Corp.
‘ec. 63 SEk 08-15-77 12.5%
{-17-S, R-%0-E, NMPM 40.00 L-4051 State Pennzoil Company A1l ~ None Pennzoil Company
Sec. 36; SEWSE 01-20-80 12.5%

TOTAL: 1,440.00 acres State of New Mexico Lands

Recapitulation
L, 246,22 Acres Federal Lands, 74,68% of Unit Area
1,440.00 Acres State Lands
Total: 65, .22 Acres All




CONSENT AND RATIFICATION

POWER DEEP UNIT AGREEMENT

EDDY COUNTY, N=EW MEXICO
The undersigned, (whether one or moré) hereby acknowledges receipt of a copy of the
Unit Agreement for the Development and Operation of the Power Deep Unit Area
embracing lands situated in Eddy County, New México, which said Agreement is dated
the 5th day of September, 1975, and acknowledged ;hat they have read the same and
are familiar with the terms and conditions thereof. The undersigned, also being
the owners of the leasehold, royalty, or other interests in thellands or minerals
embraced in said Unit Area, as indicated on the schedule attached to said Unit
Agreement as Exhibit "B'", do hereby commit all of their said interests to the Power
Deep Unit Agreement and do hereby consent thereto and ratify all of the terms
and prqvisions thereof, exactly the same as if the undersigned had executed the
original of said Unit Agreement or a counterpart thereof.
IN WITNESS WHEREOF, this instrument is executed by the undersigned as of the date

set forth in their respective -acknowledgments.

.

7272;,~10»L f:]. :;Kk;;léxa/\/ ,(;ANADIAN KENWOOD oogﬁAﬁy ! .
Lt 0l k WA NN W

General rartner

INDIVIDUAL J—
STATE OF MINNESOTA i
. I ss
COUNTY COF HENNEPIN i
The foregoing instrument was acknleedged before me this 1st day of
Decém5é121~ I , 1975, by David M. Winton, General Partner R
MY, COMMISSION EXPIRES: | 5 S,
TEIi e et ) otary Public f/'EVELYN 8. MEYER
R L A ' Notary Public, Heanesin County, Minn.
— g My Commission E-=irss July 24, 1976.
a B CORPORATE
"-,_A_‘.‘. AR 1 \_' - :
STATE OF ’ 1
COUNTY OF g

The foregoing instrument was acknowledged before me this _ day of -

» 1975 by who is

of a Corporation,

for and on behalf of said Corporation.

MY COMMISSION EXPIRES:

Notary Public




CONSENT AND RATIFICATION

POWER DEEP UNIT AGREZMENT

EDDY COUNTY, NEW MEXICO
The undersigned, (whether one or more) hereby acknowledges receipt of a copy of the
Uﬁit Agreement for the Development.and'Opefation of the Power Deep Unit Area
embracing lands situated in Eddy County, New Méxicp, which said Agreement is dated
the 5th day of September, 1975, and acknowledged Ehat they have read the same and
are familiar with the terms and conditions thereof. The undersigned, also being
the owners of the leasehold, royalty, or other interests in the lands or minerals
embraced in said Unit Area, as indicated on the schedule attached to said Unit
Agreement as Exhibit "B", do hereby commit all of their said interests to the Power
Deep Unit Agreement and do hereby consent thereto and ratify all of the terms
and provisions thereof, exactly the same as if the undérsigned'had executed the

original of said Unit Agreement or a counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned as of the date

Z //%f

’J.‘//)'k%@,./ \//ﬁ.._\_c 2

set forth in their respective'acknowledgments.

INDIVIDUAL /=

smm OF [ﬂ/—zf i I

COUNTY OF / e]ﬁ//re g

} . - £Z
The foregoing instrument was acknowledged before me this Z§ — day of
7 ‘- A 4 /c
MY COMMISSION EXPIRES: | L7 - O o
» s Notéry Public 7~
_%4¢=4/ /ST SETE

CORPORATE

STATE OF

i
COUNTY OF g

The foregoing instrument was acknowledged before me this

, 1975 by - who is

of a Corporation,

for and on behalf of said Corporation.

MY COMMISSION EXPIRES:

Notary Public




. MY COMMISSION EXPIPES:

CONSENT AND RATIFICATICH

POWER DEEP UNIT AGREZMENT

EDDY COUNTY, NEW MEXICO
The undersigned, (whether one or more) hereby acknowledges receipt of a copy of the

- Unit Agreement for the Developmeﬁt and Operation of the Power Deep Unit Area

embracing lands situated in Eddy County, New México, which said Agreement is dated
the 5th day of September, 1975, and acknowledged.£hat they have read the same and
are familiar with the terms and conditions thereof. The undersigned, also being
the owners of the leasehold, royalty, or other interests in the.lands or minerals
embraced in said Unit Area, as indicated on the schedule attached to said Unit
Agreement as Exhibit '"B", do hereby commit all of their said interests to the Power
Deep Unit Agreement and do hereby consent thereto and ratify all of the terms
and provisions thereof, exactly the same as if the undersigned had executed the
original of said Unit Agreement or a counterpart thereof.
IN WITNESS WHEREOF, this instrument is executed by the undersigned as of the date

set forth in their respective ‘acknowledgments.

e
, ‘_:-' S ’:‘ : a
ATTEST:" Co HONDO OIL & GAS COMPANY

‘, nuc,-“‘I

' ‘fﬁf._ <Asst, Secretary

3. {“'“Z\» Vice—Pre51dent
INDIVIDUAL 7

STATE OF 1

COUNTY OF g

The foregoing instrument was acknowledged before me this day of

» 1975, by , ' .

Notary Public

CORPORATE
STATE OF TEXAS "
COUNTY OF MIDIAND g

The foregoing instrument was acknowledged before me this /R4 day of =

December , 1975 by Stanley L. Smith who is Vice President
of Hondo 0il & Gas Company a New Mexico Corporation,
for and on behalf of said Corporation. '
: . SIVNHE JORNES
MY CQMMISSION EXPIRES: — —
o '...f..'v'k' . Ngtary Fub¥ic
e pend 0527 |
iU R
Pt 12
= SRE
-".“.5'\;\‘\

./Z/d?)l il ﬁéd ofn’ M \;c,. M iﬂ' ‘4

1 X "

%.‘



CONSENT AND RATIFICATICH

POWER DEEP UNIT AGREZMENT

EDDY COUNTY, NEW ¥EXICO
The undersigned, (whether one or more) hereby acknowledges receipt of a copy of the
. Unit Agreement for the Developmént and'Operation of the PowersDéep Unit Area
embracing lands situated in Eddy County, New Mexico, which gaid Agreement is dated
the 5th day of September, 1975, and acknowledged that fhey have read the same and
are familiar with the terms and conditions thereof. The undersigned, also being
the owners of the leasehold, royalty, or other interests in the lands or minerals
embraced in said Unit Arez, as indicated on the schedule attached to said Unit
Agreement as Exhibit "B", do hereby commit all of their said interests to thé Power'
Deep Unit Agréement and do hereby consent thereto and ratify all of the terms
and provisions thereof, exactly the same as if the undersigned had executed the
original of said Unit Agreement or a counterpart thereof;
IN WITNESS WHEREOF, this instrument is executed by the undersigned as of the date

set forth in their respective acknowledgments.

:f‘ll} 7 7 -~ - -
i . ;" 2 4 . ; . s f/l ' . ﬂ
-@’1 /"~/‘1 -‘L"/ Z. ya ’}97 N '/Z/// R R e D o P A T V) 4

—

a - <

[P

INDIVIDUAL 5
STATE OF -ﬁ;24/4414,// 1
COUNTY OF Y . .- %
The fore501ng instrument was acknowledged before me this /{:f’ day of
zf'ﬁJ/ 1975, by Do A s D DD ot AT T /,,//‘,?4 |
..§¥ ?6¥M;Sé£53 ﬁXPIRES _ S - szfriécg 'ﬁz<1&%;%??.54f/ja; 7
; \\//;’; Lf:’ e - Notary Public /
..... «\:U . CORPORATE . ' ' .
A cr Gy f‘“ —— v
STATE'OF\“A }
COUNTY OF %
The foregoing instrument was acknowledged before me~this ;_;___ day of.
y 197 by : who is
of a Corporation,

for and on tehalf of said Corporation.

MY COMMISSION EXPIPES:
. Notary Public
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CONSENT AND RATIFICATION

POWER DEEP UNIT AGREZMENT

EDDY COUNTY, NZW MEXICO
- The undersigned, (whether one or more) hereby acknowledges receipt of a copy of the
Unit Agreement for the_Developm;nt and Operation of the Power Deep Unit Area
embracing lands situated in Eddy County, New México, which said Agreement is dated
the 5th day of September, 1975, and acknowledged ;hat they have read the same and
are familiar with the terms and conditions therecf. The undersigned, also being
th; bwners of the leasehold, royalty, or other interests in the.lands or minerals
embraced in said Unit Area, as indicated on the schedule attached to said Unit
Agreement as Exhibit "B", do hereby commit all of their said interests to the Power
Deep Unit Agreement and do hereby consent thereto and ratify all of the terms
and provisions thereof, exactly the same as if the undersigned had executed the
original of said Unit Agreement or a counterpart thereof. |
IN WITNESS WHEREOF, this instrugent is executed by the undersigned as of the date

set forth in their respective ‘acknowledgments.
. LY

FRANKLIN, ASTON & FATR, ETD.
/

* r Vo JPE
General Partner

INDIVIDUAL :;7 P
STATE OF NEW MEXICO ' '

_ i _ o
COUNTY OF  CHAVES g | . n

The foregoing instrument was acknoﬁledged before me this Zf!4j\'day of

D‘L(t WlL»&\‘c N ’ 1975; by l [Aanw p S\/'(L(cﬂ {\,qu Ay @e’\«\(‘;na Q wa:‘jww -

MY COMSSION EDCPIRES 2 (("L/L\,( L [2[7‘“ oy
Notary Public J J
f( mmcq“/c 19729 |
RERTY Jm '}_,. CORPORATE
"‘_ ,‘) N . :-’\\)
STATE OF:',;-' . 3

The foregoihg instrument was acknowledged before me this _ day of

» 1975 by who is

of a Corporation,

for and on behalf of said Corporation. 1

MY COMMISSION EXPIRES:

Notary Fublic




CONSENT AND RATIFICATIOCN

POWER DEEP UNIT AGREEMENT

EDDY COUNTY, NEW MEXICO
The undersigned, (whether one or moré) hereby acknowledges receipt of a copy of the
Unit Agreement for the Developmeht and‘bperation of the Power Deep Unit Area
embracing lands situated in Eddy County, New Méxicp, which said Agreement is dated
the 5th day of September, 1975, and acknowledgedléhat they have read the same and
are familiar with the terms and conditions thereof. The undersigned, also being
the owners of the leasehold, royalty, or other interests in the lands or minerals
embraced in said Unit Area, as indicated on the schedule attached to said Unit
Agreement as Exhibit "B", do hereby commit all of their said interests to the Power
Deep Unit Agreement and do hereby consent thereto and ratify all of the terms
and provisions thereof, exactly the same as if the undersigned had executed the
original of said Unit Agreement or a counterpart thereof.
IN WITNESS WHEREQF, this instrument is executed by the undersigned as of the date

set forth in their respective acknowledgments.

. ~
G A
RN L e RSP IE .
P . o
-

ArgEarE) T 7 ) YATES PETROLEUM CORPORATION
.'v.;z}ls._'.sistax‘m;t;‘S»ecr‘e‘_tary / ' Vice President
R \ v m\*r“ INDIVIDUAL » 7__ ) 2—
STATE OF ' I |
COUNTY OF g

The foregoing instrument was acknowledged before me this day of

+ 1975, by A ' : .
'MY COMMISSION EXPIRES:

Notary Public

CORPORATE
STATE OF New Mex ico J
COUNTY OF ___Eddy g

The foregoing instrument was acknowledged before me this _ 4th day of

December , 1975 by John A. Yates who is Vice President
AOf‘ yates m Corp: i a _New Mexico Corporation,

. for aAd on'Behalf of said Corporation.

o

" MY COMMISSION EXPIRES: \ oA e / L
3/28/76 =

Notary Public

fat



CONSENT AND RATIFICATION

POWER DEEP UNIT AGREEMENT

EDDY COUNTY, NEW MEXICO
The undersigned, (whether one or more) hereby acknowledges receipt of a copy of the
Unit Agreement for the Developmeht and'bperation of the Power Deep Unit Area
embracing lands situated in Eddy County, New Méxicp, which said Agreement is dated
the 5th day of September, 1975, and acknowledged.£hat they have read the same and
are familiar with the terms and conditions thereof. The undersigned, also being
the owners of the leasehold, royalty, or other interests in the lands or minerals
embraced in said Unit Area, as indicated on the schedule attached to said Unit
Agreement as Exhibit "B'", do hereby commit all of their said interests to the Power
Deep Unit Agreement and do hereby consent thereto and ratify all of the terms
and provisions thereof, exactly the same as if the undersigned had executed the
original of said Unit Agreement or a counterpart thereof.
IN WITNESS WHEREQCF, this instrument is executed by the undersigned azs of the date

set forth in their respective acknowledgments.

ATTERTTY e TS T ' YATES PETROLEUM CORPORATION

— = . 7 - .
.Agsistant Secretary // Vice President
R ‘ , AN INDIVIDUAL 7___. / 2~
- Tvaa ™t
STATE OF I
COUNTY CF %

The foregoing instrument was acknleedged before me this day of
y 1975, by _ ) : .

'MY COMMISSION EXPIRES:

Notary Puﬁlic

CORPORATE
STATE OF__ New Mexico I .
COUNTY OF __ Eddy g

- The foregoing instrument was acknowledged before me this _4th day of

December , 1975 by _John A. Yates who is Vice President
of _Jmamw a __New Mexico Corporation,

: for and on' vehalf of said Corporation.

' MY COMMISSTON EXPIRES: \ oA U / L
o T Notary Public

3/28/76 1




CONSENT AND RATIZICATICN

POWER DEEP UNIT AGEZZMENT

EDDY COUNTY, NEW MEXICO
The undersigned, (whéther one or more) hereby ackncwledges receipt of a copy of the
Unit Agreement for the Development and Operation of the Power Deep Unit Area
embracing lands situated in Eddy County, New México, which said Agreement is dated
the 5th day of September, 1975, and acknowledged khat they have read the same and
are familiar with the terms and conditicns thereof. The undersigned, also being:
the owners of the leasehold, royalty, or other intgrests in the'lands or minerals
embraced in said Unit Area, as indicated on the schedule attached to said Unit
Agreement as Exhibit "B", do hereby commit all of their said interests to the Power
Deep Unit Agreement and do hereby consent thereto and ratify all of the terms
and provisions thereof, exactly the same as if the undersigned had executed the
-original of said Unit Agreement or a counterpart thereof.
IN WITNESS WHEREOF, this instrument is executed by the undersigned as of the date

set forth in their respective acknowledgments.

LY

BANK OF AMERICA, Trustee U/W of
Isabel Polhemas Itonside

sz

Trust Officer

INDIVIDUAL
STATE CF | 1
COUNTY OF %
‘The foregoing instrument was acknoﬁledged before me this day of
, 1975, by - .

MY COMMISSION EXPIRES:

Notary Ppblic

CORPORATE
STATE OF CALIFORNIA g
COUNTY OFSAN DIEGO %

The foregecing instrument was acknowledged before me this 17th day of

December , 1975 by W. W. Trice who is Trust Officer

of Bank of America Natjonal Trust and Savings Association Corporation,

-
- .

for and on behzlf of said CUsrporation.

-
MY COMMISSION EXPIRES: /j{ Tt Zf, foorh

Notary Public

C“r.«—xbs_.—-L ‘(

D\ EDATITES W2OD {
S0y NGTROY 26Ul DAUFORNIA K
) SAN TERT COUTY {

a3 2 L3 1319




CONSENT AND RATIFICATICH
POWER DEEP UNIT AGREZMZENT
EDDY COUNTY, NEW MEXICO

The undersigred, (whether cne or more) hereby acknowledges receipt of a copy of the
Unit Agreement for the Development and Operation of the Power Deep Unit Area
embracing lands situated in Eddy County, New Mexico, which said Agreement is dated
the 5th day of September, 1575, and acknowledged.fhat they have read the same and
are familiar with the terms and conditions thereof. The undersigned, alsoc being
the owners of the leasehold, royalty, or other interests in the lands or minerals
embraced in said Unit Area, as indicated on the schedule attached to said Unit
Agreement as Exhibit "B'", do hereby commit all of their said interests to the Power
Deep Unit Agreement and do hereby consent thereto and ratify all of the terms

and provisions thereof, exactly the same as if the undersigned had executed the .

original of said Unit Agreement or a counterpart thereof.

Y .
f : IN WITNESS WHEREOF, this instrument is executed by the undersigned as of the date
£ v _.
% §‘§ set forth in their respective acknowledgments.
g g 3 \) S e,
f: 3 .:-s &\ T o~ ~ { \(,,‘\{. R A
g “Rogers Aston, And
f'; - First National 3ank in Dallas
T ,
= -3 Attest: “, /‘) 2 M/(,/
- - ﬁ Assistana Cashler vibE Lets lutlitTLLuet
£ T INDIVIDUAL Co-Trustees of the "C" Trust
] i - . ) U/W/0 Bert Aston
5. STATE C OF fo. Tlvgree oy ID} 75-6086645
v . e . !
i
The foregolng instrument was acknowledged before me this 7 day of
“
S
/;";‘_ L0 (»-(<’/4 e -
l‘/' Y / ‘, - " » -
-/"/2-';/7 o L '/ o j""//!:. & e/ d i

Notary Public

CORPORATE
STATE OF T /ooy — i
7/
COUNTY OF () (' p—a — g | *tl

The foregoing instrument was acknowledged before me this /7 day of .
KQZMW » 1975 by /7{ /7’2/0”4—64/ who is /Q (a4 @W
of 7,@,/ /sz/«y&g,/gu,‘,/ A«z/ﬂ//é a/lzfm,,/j ’é"’u.f’ @or-pera 1on,

for and on vehalf of said Corporation. /é¢7

Notary FPublic

MY COMMISSION EXPIRES:




L.

CONSENT AND RATIFICATICH
WER DEEP UNIT AGREEMENT

EDDY COUNTY, NEW MEXICO
The undersigﬁed, (whether one or more) hereby acknowledges receipt of a copy of the
Unit Agreement for the Development and Operation of the que: Deep Unit Area
embracing lands situated in Eddy County, New México, which said Agreement is dated
the 5th day of September, 1975, and acknowledged-éhat they have read the same and
are familiar with the terms and conditions thereof. The undersigned, also being
the owners of the leasehold, royalty, or other interests in theilands or minerals

embraced in said Unit Area, as indicated on the schedule attached to said Unit

Agreement as Exhibit "B", do hereby commit all of their said interests to the Power

Deep Unit Agreement and do hereby consent thereto and ratify all of the terms
and provisions thereof, exactly the same as if the undersigned had executed the
original of said Unit Agreement or a counte;part thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned as of the-date

set forth in their respective racknowledgments.

ko 2?2264

INDIVIDUAL / ]

STATE OF New Mexico J

COUNTYOF Chaves g

. \‘ Ihe fore501ng instrument was acknowledged before me this 22nd day of
: Cﬁ;cemgér‘,zii:% , 1975, by LaDora Lucas - . .
MI €omssxon D(PIRES - e ;,( 7 // - / ,;_

/:2tr )4"2;?F/ “ Notary Public
e CORPORATE
STATE OF I
COUNTY OF g
The foregoing instrument was acknowledged before me this _;;___ day of
, 1975 by | who is
of a Corporation,

for and on behzlf of said Corporation.

MY COMMISSION EXPIRES:

Notary Public




CONSENT AND RATIFICATICN

POWER DEEP UNIT AGRTZZENT

EDDY COUNTY, NEW MEXICO .
The undersigned, (whéther one or more) hereby acknowledges receipt of a copy of the
Unit Agreement for the Development and Operation of the Power Deep Unit Area
Aembracing lands situated in Eddy County, New México, which said Agreement is dated
the 5th day of September, 1975, and acknowledged ;hat they have read the same and
are familiar with the terms and conditions thereof. The undersigned, also being
the owners of the leasehold, royalty, or other interests in thé-lands or minerals
embraced in said Unit Area, as indicated on the schedule attached to said Unit
Agreement as Exhibit '"B", do hereby commit all of their said interests to the Power
Deep Unit Agreement and do hereby consent thereto and ratify all of the terms
and provisions thereof, exactly the same as if the undersigned had executed the
originél of said Unit Agreement or a counterpart thereof.
IN WITNESS WHEREQCF, this instrument is executed by the undersigned as of the date

‘set forth in their respective :acknowledgments.

Partnex
INDIVIDUAL 7
STATE OF___NEW MEXICO 1
COUNTY OF, CHAVES g
\“igéa:foreg01ng instrument was acknowledged before me this __ 4  day of
' bDec;:mber , 1975, by - of

ATHERSTONE- FARMS, LTD., a limited partner h1p //
COMMISSIOJ‘:BPIRES = ‘ﬂ/%&&/ /ZL/

Notary Publlc -

- -7
~——

T S
TR e 3-8-T77
T REERS

. IS

~
~
~
o

PO A

- "‘".-m;a:l nm,.,m“\” w
~ STATE OF ¥
COUNTY OF g

The foregoing instrument was acknowledged before me this ’ day of -

, 1975 by : who is

of a Corporation,

for and on behalf of said Corporation.

MY COMMISSION EXPIRES:

Notary Putlic




CONSENT AND RATIFICATICH

POWER DEEP UNIT AGHRzzMERN

EDDY COUNTY, NEW MEXICO
The undersigned, (whether one or more) hereby acknowledges receipt c¢f a copy of the
Unit Agreement for the Development and Operation of the Power Deep Unit Area
embracing lands situated in Eddy County, New México, which said Agreement is dated
the 5th day of September, 1975, and acknowledged ;hat they have read the same and
gre familiar with the terms and conditions thereof. Tae undersigned, also being
the owners of the leasehold, royalty, or other interests in the'iands or minerals
eﬁbraced in said Unit Area, as indicated on the schedule attached to said Unit
Agreement as Exhibit "B", do hereby commit all of their said interests to the Power.
Deep Unit Agreement and do hereby consent thereto and ratify all of the terms
and provisions thereof, exactly the same as if the undersigned had executed the .
originai of said Unit Agreement or a counterpart thereof.
IN WITNESS WHEREQF, this instrument is executed by the undersigned as of the date

- set forth in their respective acknowledgments.

J il ) oS a ) S n 2 D

J.; H ’ d ick W. Ga T .
sgﬁﬁjzi,lu n%9 ¢L#cv/ ng ﬁgég Bank &u%fusguégm§§g§,Eége%%ugggégegf
laura J, Tupper, ' 'Eﬁénaaucre_maa;ey TSt P
el Tl 1o ta _//)a L F/D Sl 4,

Beth Ann Visser Robert B. Mackey ~/
: INDIVIDUAL /
STATE OF Michigan 1 ;;7
COUNTY OF Kent g -

The foregoing instrument was acknleedged before me this 4th day of

December , 1975, by _Robert B, .Mackey

g hj °
MY COMMISSION EXPIRES: M M
, Not¥ary Public ¢ 7 7
K- 2~77 ‘,

CORPORATE -
' STATE OF___ Michigan ,
comwy of__kent |
tJ;fﬁe;;°re3°ing instrument was acknowledged before me this ﬁEE;_.day of
. ,T;;iecEQbér y 1975 ty Frederick W. Gaul who is Trust Real Estate Officer
29§§'bfa“Keht'Bank & Trust Company a Michigan Corporation,

for and on tenalf of said vorporation. . _
MY COMMISSION EXPIRES: \<;2ﬁf§izczéélgf?%~/452524511x¢5;ffzgg\

> Notary Public ~ A




CONSENT AND RATIFICATICH

POWER DEEP UNIT AGREEMENT

EDDY COUNTY, NEW MzXICO
The undersigned, (whether one or mcre) hereby acknowledges receipt of a copy of the
Unit Agreement for the Developmené and Operaticn of the Power Deep Unit Area
embracing lands situated in Eddy County, New México, which said Agreement is dated
the 5th day of September, 1975, and acknowledged khat théy have read the same and
are familiar with the terms and conditions thereof. The undersigned, also being
the owners of the leasehold, royalty, or other interests in the lands or minerals

embraced in. said Unit Area, as indicated on the schedule attached to said Unit

Agreement as Exhibit "B", do hereby commit all of their said interests to the Power

' Deep Unit Agreement and do hereby consent thereto and ratify all of the terms
and provisions thereof, exactly the same as if the undersigned had executed the
original of said Unit Agreement or a counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned as of the date

set forth in their respective acknowledgments.

( 772/41/ M(JQ/ Lt /Q/ «Z,a//u/u/é:_/

INDIVIDUAL >
STATE OF - _ |

I
GOUNTY. CF %

The fore501ng instrument was acknowledged before me this ‘\j; day of

'“/z/t Ay agps, vy L L LA /> 00 ol LY

QOP?EQSION EXPIRES: )?4/1:/ //?: b; A e P
' bl// /77§/ otary ic
o CORPORATE
STATE OF I
COUNTY OF 1

- The foregoing instrument was acknowledged before me this ___;__ day of -

s 1975 by vho is

of a Corporation,

for and on behalf of said Corporation.

MY COMMISSION EXPIRES:

| é/,:rg K/ /4/ / ? | Notéry P#blic

W e ey e

BT PR U T R AT NI ¢ 1

oo
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CONSENT AND RATITICATION

POWER DEEP UNIT AGREEMENT

EDDY COUNTY, N&Wd MEXICO
The undersigned, (whether one or more) hereby acknowledges receipt of a copy of the
Unit Agreement for the Development and Operation of the Power Deep Unit Area
embracing lands situated in Eddy County, New México, which said Agreement is dated
the 5th day of September, 1975, and acknowledged<£hat they have read the same and
-are familiar with the terms and conditions thereof. The undersigned, also being
the owners of the leasehoid, royalty, or other interests in the.lands or minerals
embraced in said Unit Area, as indicated on the schedule attached to said Unit
Agreement as Exhibit "B", do hereby commit all of their said interests to the Power
Deep Unit Agreement and do hereby consent thereto and ratify all of the terms
and provisions thereof, exactly the same as if the undersigned had executed the
original of said Unit Agreement or a counterpart thereof.
IN WITNESS WHERECF, this instrument is executed by the undersigned as of the date

set forth in their respective -acknowledgments.

— P L [

INDIVIDUAL 7
STATE OF__New Mexico I , - r
COUNTY OF Eddy % »
"QP? fOf?301ng instrument was acknoﬁledged before me this__ézﬂ__ day of ’

Af\£>;(;:f§%éeﬁber , 1975, by Helen Dooley Perkins .

')m é/gmssxoiv) EXPIRES: /% f/ ﬂ,@f«/

Z ,;/0',‘/ /%/ 775 Notary Publlc/ S
_ STATE-CF I |

COUNTY OF %

The foregoing instrument was acknowledged before me this | day of

» 1975 by ' who is

of a Corporation,

for and on behalf of said Corporation.

MY COMMISSION EXPIRES:

Notary Public




. CONSENT AND RATIFICATICIU
. POWER DEEP UNIT AGREEMENT
EDDY COUNTY, NEW MEXICO

The undersigned, (whether one or more) hereby acknowledges receipt of a copy of the
Unit Agreement for the Developmént and'Operation of the Power Deep Unit Area
embracing lands situated in Eddy County, New Méxiqo, which said Agreement is dated
the Sth déy of September, 1975, and acknowledged-£hat they have read the same and
are familiar with.the terms and conditions thereof. The undersigned, also being
the owners of the-leasehold, royalty, or other interests in the lands or minerals
embraced in said Unit Area, as indicated on the schedule attached to said Unit
Agreement as Exhibit "B", do hereby commit all of their said interests to the Power
Deep Unit Agreement and do hereby consent thereto and ratify all of the terms
and provisiéns thereof, exactly the same as if the undersigned had executed the
original of said Unit Agreement or a counterpart thereof.
IN WITNESS WHEREQF, this instrument is executed by the.undersigned as of the date

set forth in their respective acknowledgments.
. : Dy

_@. TN M C\.».:E ——

Rogers Aston, individually and as Truste

of Esther Aston Trust No. 1 and Esther

Aston Trust No. 2

| INDIVIDUAL
- STATE OF__ NEW_MEXICO 1 " . 7
© COUNTY OF___ CHAVES :
;;fssﬁ"“imhégkoiegoing instrument was acknoﬁledged before me this  Oth day éf
_"’ ecember , 1975,' by Rogers Aston, individually, and as Trustee of Esther
- 77 Aston Trust No. | and Esther Aston Trust No. 2. i )
o5 MY COMMISSION EXPIRES: Ty M SH sl
_.':_'Wfié“zi;’ié,;l.a?‘l « - . Notary Public -
T CORPORATE
STATE OF i
COUNTY OF g
The foregoing instrument was acknoﬁledged before me this _;____ day of
, 1975 by : who is |
of a Corporation,
for and on behaif of said Corporation. -

MY COMMISSION EXPIRES:

iNotary Public




CONSENT AND RATIFICATICH

POWER DEEP UNIT AGREENENT

EDDY COUNTY, NEW MEXICO
The undersigned, (whefher one or mcre) hereby acknowledges receipt of a copy of thke
- Unit Agreement for the Development and-Operation of the Power Deep Unit Area
embracing lands situated in Eddy County, New Méxicp, which said Agreement is dated
the Sth day of September, 1975, and acknowledged ;hat they have read the same and
are familiar with the terms and conditions thereof. The undersigned, also beins
the owners of the leasehold, royalty, or other interests in the lands or minerals
embraced in said Unit Area, as indicated on the schedule attached to said Unit
Agreement as Exhibit '"B", do hereby commit all of their said interests to the Power
Deep Unit Agreement and do hereby consent thereto and ratify all of the terms
and provisions thereof, exactly the same as if the undersigned had executed the
original. of said Unit Agreement or a counterpart thereof.
IN WITNESS WHEREOF, this instrument is executed by the undersigned as of the date
set forth in their respective acknowledgments.

Tose G o

Tom P. Stephens

INDIVIDUAL /;;7

STATE OF  NEW MEXICO 1

COUNTY OF CHAVES %

The foregoing instrument was ackno&ledged before me this 10th day of

December , 1975, by Tom P. Stephens ' .
MY COMMISSION ﬂ;{PIREs , Nareeo, iz
5 S CTAL T Notary Public U

T ANAAT:
wx3U3uVaﬁf

RN SO CORPORATE
Y ,\(\ _‘3,)“ "‘ ""(""._- :_. e ———

smm OF r" Y 3

COUNTY OF %

The foregoing instrument was acknowledged before me this ~_day of

» 1975 by . who is

of a Corporation,

for and on behalf of said Corporation.

MY COMMISSION EXPIRES:

Notary Public




CONSENT AND RATIFICATICN

POWER DEEP UNIT AGREEMEN

EDDY COUNTY, NEW MEXICO
The undersigned, (whether one or more)} hereby acknowledges receipt of a copy of the
Unif Agreement for the Development ané-Operation of the Power Deep Unit Area
embraéing lands situated in Eddy County, New México, which said Agreement is dated
the 5th day of September, 1975, and acknowledged ¥hat they have read the same and
are familiar with the terms and conditions thereof. The undersigned, also being
the owners of the leasehold, royalty, or other interests in the lands or minerals
embraced in said Unit Area, as indicated on the schedule attached to said Unit
Agreement as Exhibit "B'", do hereby commit all of their said interests to the Power
Deep Unit Agreement and do hereby consent thereto and ratify all of the terms
and provisions thereof, exactiy the same as if the undersigned had executed the
original of said Unit Agreement or a counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned as of the date

set forth in their respective acknowledgments.

TODD MEMORIAL TRUST

/ 7/
L. €

/

by
Co-Trustees
INDIVIDUAL
STATE OF___NEW MEXICOQ 3 . 7
COUNTY OF CHAVES g

v Erse .
;{gfﬁﬁ“Theniqregoing instrument was acknowledged before me this 20th day of

~;

e

”gb&éﬁbé£' , 1975, by James T. Jennings & Roger L. Copple .

. - Co-Trustees of Todd Memorial Trust. < ‘
.. MY- COMMISSION. EXPIRES: P BV S IRy

SN e Notary Public =

B CORPORATE |
'STATE OF _ I
COUNTY OF . g |
The foregoing instrument was acknowledged before me this ___ aay of
» 1975 by ’ who is
of a Corporation,

for and on benalf of said Corporation.

MY COMMISSION EXPIRES:

Notary Public

.- -

A P P Vg S E——

~

AR I 1 e e e e o e ey

-

TS SN

A=



CONSENT AND RATIFICATICH

POWER DEEP UNIT AGREZENT

EDDY COUNTY, NZW MEXICO
The undersigned, {whether one or more) hereby acknowledges receipt of = copy cf the
Unit Agreement for the Development and Operation of the Power Deep Unit Area
embracing lands situated in Eddy County, New México, which said Agreement is dated
the 5th day of September, 1975, and acknowledged khat they have read the same and
are familiar with the terms and conditions thereof. The undersigned, also being
the owners of the leasehold, royalty, or other interests in the lands or minerals
embraced in said Unit Area, as indicated on the schedule attached to said Unit
Agreement as Exhibit "B", do hereby commit all of their said interests to the Power.
Deep Unit Agreement and do hereby consent thereto and ratify all of the terms
and provisions thereof, exactly the same as if the undersigned had executed the
originél of said Unit Agreement or a counterpart thereof.
IN WITNESS WHEREOF, this instrument is executed by the undersigned as of the date

set forth in their respective acknowledgments.

-

ATIANTIC RICHFIELD COMMANY

TR i DU s ) |

Attorney-in-Fact 1,\\ \ ‘
1, Y
e B Yot ;‘“.
Filed Ny :
INDIVIDUAL e “pc:.;s;fa; . o
. ) Fiizg g c_‘_“_’
STATE OF
1 . ) — 5/’ /
i .
COUNTY OF ;

The foregoing instrument was acknleedged before me this day of

, 1975, by . .

MY COMMISSION EXPIRES:

Notary Public

CORPORATE

STATE OF TEXAS ' 3

COUNTY OF ___ MIDIAND %
The foregoing instrument was acknowledged before me this (/?E( day of

December , 1975 by S. L. Smith who is Attorney-in-Fact

of ATIANTIC RICHFIELD COMPANY - a Pennsylvania Corporation,
for and on venalf of s5aid Corporaticn.
MY comysroi\i"i:ii::cpgw Drar: yecs &L{¢éi Yvonue Broake

1} Al Neotary Putlic
/u. ,Lu[ /‘777 Lot

. R
» e SIS



CONSENT AND RATIZICATICH

POWER DEEP UNIT AGREZ=MENT

EDDY COUNTY, NEW MEXICO
The undersigned, (whether cne or more) hereby acknowledges receipt of a copy of the
- Unit Agreement for the Development and Operation of the Power Deep Unit Area
embracing lands situated in Eddy County, New México, which said Agreement is dated
the 5th day of September, 1975, and.acknowledged.£hat they have read the same and
are familiar with the terms and conditions thereof. The undersigned, also being
the owners of the leasehold, royalty, or other interests in the’lands'or minerals
embraced in said Unit Area, as indicated on the schédule attached to said Unit
Agreement as Exhibit "B", do hereby commit all of their said interests to the.Power
Deep Unit Agreement and do hereby consent thereto and ratify all of the terms
and provisions thereof, exactly the same as if the undersigned had executed the
originél of said Unit Agreement or a counterpart thereof.

IN WITNESS WHEREQOF, this instrument is executed by the undersigned as of the date

set forth in their respective acknowledgments.

ALLTED CHEMTCAL CORPORATION

BY: ; =7t
Lfle L. Livinézion

Attorney-in-Fact

INDIVIDUAL Geto— 1 523>

STATE OF 1
COUNTY OF §

The foregoing instrument was acknoﬁledged before me this day of

, 1975, by . ‘ ' .

MY COMMISSION EXPIRES:

Notary Public

CORPORATE
STATE 6F TEXAS ]
COUNTY OF HARRIS g

The foregoing instrument was acknowledged before me this _ 9th day of
e B ~ '

__géiembéf-diTgQa , 1975 by Lyle L. Livingston who 1s Attorney-in-Fact
’Sf' Alliéﬁ;Cﬁemical Corporation a New York Corporation,

for and on benalf of said Jorporation.

..,ﬁ-.‘. -.‘..- ~ ~ i ’ 'l | ,‘
MY -COMMISSTON EXPIRES: //52_/(’4 7’/&« A {/4/ R e

Notary Public

Lo s
- /=7

LINDA LOU HARRISON

Notary Pubiic in and for Harris Couniy, Texas
S
- My Commission Expires June 1, 19......_ -



CONSENT AUWD RATIFICATICH
POWER DEEP UNIT AGP“’YENT
EDDY COUNTY, NEW MZXICO

The undersigned, (whether one or more) hereby acknowledges receipt of a copy of the
. Unit Agreement for the Development and Operation of the Power Deep Unit Area
embracing lands situated in Eddy County, New México, which said Agreement is dated
the 5th day of September, 1975, and acknowledged éhat they have read the same and
are familiar with the terms and conditions thereof. The undersigned, also being
the owners of the leasehoid, royalty, or other interests in the lands or minerals
emfraced in said Unit Area, as indicated on the schedule attached to said Unit
Agreement as Exhibit "B", do hereby commit all of their said interests to the Power”
Deep Unit Agreement and do hereby consent thereto and ratify all of the terms
and provisions thereof, exactly the same as if the undersigned had executed the
original of said Unit Agreement or a counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned as of the date

set forth in their respective acknowledgments. ) S FRp— |

) =

A |

/2

Agent and Att./orney-in-l?act

INDIVIDUAL ) — 25
STATE OF I ) '
COUNTY OF ‘g

The foregoing instrument was ackno&ledged before me this day of
» 1975, by . i .

MY COMMISSION EXPIRES:

P
B

Notary Public

CORPORATE

STATE OF___TEXAS I
COUNTY OF__MIDILAND %

The foregoing instrument was acknowledged before me this 2] day of

_November =, 1975ty _y. C. HWAVES who is

-in-Fact

of Sl pgmeIL COMPANY 2 pelaware Corporation,

,‘.»-.

fQ_ and on uenaLf of said Jorporation.

( D
nz“comSSTON EXPIRES /%7&7 1 o ,75/ %7/ /o%/

§’_ T Notary Py .
.__;2‘ dune 1 19 77 J MARIJORIE L. MATTHETS
- z‘,';:‘ ---------- g o~

B . - ae e



CONSENT AND RATIFICATICHN

POWER DEEP UNIT AGREEZMENT

EDDY COUNTY, NEW MEXICO
The undersigned, (whethef one or more) hereby ackncwledges receipt of a copy of the
Unit Agreement for the Development and Operation of the Power Deep Unit Area
embracing lands situated in Eddy County, New México, which said Agreement is dated
the 5th'day of September, 1975, and acknowledged Ihat they have read the same and
are familiar with the terms and conditions thereof. The undersigned, also being
the owners of the leasehold, royalty, or other interests in the.lands or minerals
embraced in said Unit Area, as indicated on the schedule attached to said Unit
Agreement as Exhibit "B", do hereby commit all of their said interests to the Power
Deep Unit Agreement and do hereby consent thereto and ratify all of the terms
and provisions thereof, exactly the same as if the undersigned had executed the
original of said Unit Agreement or a counterpart thereof.
IN WITNESS WHEREOF, this instrument is executed by the undersigned as of the date

set forth in their respective ‘acknowledgments.

_A'JTES}I: i éRE}FWOWANY .,1
BELSQJQkX ng\L& Bxf/’cz:éag\\gz;ffz?éi442:\q//

Dale Stice, Assistant Secretary (// //}Gin J./Xedfern, JIJQ President
INDIVIDUAL //f7/
STATE OF 1
COUNTY OF g

The foregoing instrument was acknleedged before me this day of
y 1975, by . ' . .
MY COMMISSION EXPIRES:

Notary Public

CORPORATE

STATE OF __ TEXAS

i
COUNTY OF _MIDLAND 2

The foregoing ipne+:umeni was acknowledged before me this .24?— .day of

November » 1975 by __John J. Redfern, Jr. who is President
~2 _FLAG-REDFERN OIL COMPANY a __Delaware Corporation,

for and on behzlf of said Ccrporation.

HI COMMISSION EXPIRES 5=;z;z/>¢7x& p/”‘d£52>{44924y’
: Notary Public

June 1, 1977




CONSENT AND RATIFICATICH

POWER DEEP UNIT AGREZMENT

EDDY COUNTY, NEW MEXICO
The undersigned, (whefher ene or more) hereby acknowledgss receipt of a copy of the
Unit Agreement for the Development and Operation of the Power Deep Unit Area
embracing lands situated in Eddy County, New México, which said Agreement is dated
the 5th day of September, 1975, and acknowledged khat they have read the same and
are familiar with the terms and conditions thereof. The undersigned, also being
the owners of the leasehold, royalty, or other inte;ests in the'lands or minerals
embraced in said Unit Area, as indicated on the schedule attached to said Unit
Agreement as Exhibit '"'B', do hereby commit all of their said interests to the Power
Deep Unit Agreement and do hereby consent thereto and ratify all of the terms
and provisions thereof, exactly the same as if the undersigned had executed the
origiﬁal of said Unit Agreement or a counterpart thereof.
IN WITNESS WHEREOF, this instruﬁent is executed by the undersigned as of the date

set forth in their respective -acknowledgments.

Cities Service 0il Company (D b, O [F22
P. 0. Box 300 Attorney-in{Fact

Tulsa, Oklahoma74102

INDIVIDUAL J7—2 0 —2 2
STATE OF i
COUNTY OF . % '

The foregoing instrument was acknoﬁledged before me this day of
L 1975’ bY " . N .
MY COMMISSION EXPIRES:

Notary Public

CORPORATE
STATE oF Qklahoma ]
county oF____ TIIISA §
The foregoing instrument was acknowledged before me this fEngg day of
1975 by Wiley‘c. Bill who is Atterney-in-Fact
of CITIES SERVICE OIL COMPANY a Delawars Corporation,
Zer qnd&?pupehalf of szid Corporation.
w;éomsszom "EXPIRES: le i PN Aos £
":1 Notary Fubiic '

3, 5‘{‘ Nea e .
i AL 251976 Evelyn M. Schultz

ERE R



‘CONSENT AMD RATIFICATIC:H N
POWER DEEP UNIT AGREEMENT B
EDDY COUNTY, NEW MEXICO

-

)
The undersigned, {whether one or more) hereby acknowledges receipt of a copy of the

" Unit Agreement for the Developmeﬁt and Operation of the Power Deep Unit Area
embracing lands situated in Eddy County, New México, which saia Agreement is dated
the 5£h day of September, 1975, and acknowledged'fhat they have read the same and
are familiar with the terms and conditions thereof. The undersigned, also being -
the owners of the leasehold, royalty, or other interests in the lands or minerals
embraced in said Unit Area, as indicated on the schedule attached to said Unit
Agreement as Exhibit "B", do hereby commit all of their said interests to the Power -.
Deep Unit Agreement and do hereby consent thereto and ratify all of the terms

and provisions thereof, exactly the same as if the undersigned had executed the

original of said Unit Agreement or a counterpart thereof.

ADD e
Land A, .-
IN WITNESS WHEREOF this instrument is executed by the undersigned as of the date L f
egal /@,&r ;.
set forth in their respective acknowledgments. T R 7% i
MO J OIL CCR Pﬁ Q lcyw Expi.
Prw :
/U,l .U -
Attorney ds, -.u. '
INDIVIDUAL 2/
STATE OF " : , !
COUNTY OF g
The foregoing instrument was acknov}ledged before me this day of
, 1975, by . ' .
MY COMMISSION EXFPIRES: _
Notary Public
CORPORATE
STATE OF _9&&..,(/ I
- COUNTY OF, ' ' g
The foregoing instrument was acknowledged before me this ﬁzgfday of
é}j“m Lo 1975 oy F. S. Wright, Jr. who is _ Adiirney.in-Fact :
j
[ iy ‘
of Mebii Cii Corporation a P York Corporation, -1
for{,\" ;‘cr’r .,,ena‘f of said Corporation. i
4 MT CO“MSSION EXPIRES : N 7%//14&/ %
- =My Commission expires Notary Public

: “T~June 1, 1977 - WANDA PHILLIPS, Notary Public : ,
L > i = In and for Midland County, Texas




NEW MEXICO STATE LAND OFFICE

CERTIFICATE OF APPROVAT,

COMMISSIONER OF PUBLIC LANDS, STATE OF NEW MEXICO
POWER DEEP UNIT
EDDY COURTY, NEW MEXICO

=22

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 which is described within
the attached Agreement, dated  September 5, 1975 , which said
Agreement has been executed by parties owning and holding oil and gas
leases and royalty interests in and under the property described, and up-
on examination of said Agreement, the Commissioner finds:

(a) That such agreement will tend to promote the comservation
of 0il 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 oil 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 equitable share of the
recoverable 0il and gas under its lands within the area.

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

NOW, THEREFCRE, by virtue of the authority conferred upon me under
Sections 7-11-39, 7-11-40, 7-11-41, 7-11-47, and 7-11-48, New Mexico
Statutes Annotated, 1953 Compilation, I, the undersigned Commissioner
of Public Lands of the State of New Mexico, do hereby consent to and
approve the said Agreement, however, such consent and approval being
limited and restricted to such lands within the Unit Area, which are
effectively committed to the Unit Agreement as of this date, and, further,
that leases insofar as the lands covered thereby committed to this Unit
Agreement shall be and the same are hereby amended to conform with the terms
of such Unit Agreement, and said leases shall remain in full force and ef=-
fect in accordance with the terms and conditions of said Agreement. This
approval is subject to all of the provisions and requirements of the afore-
said statutes.

IN WITNESS WHEREOF, this Certificate of Approval is executed, with seal
affixed, this Ind, day of Becember . , 19 713

Yoo foe—
COMMISSIONER OF PUBLIC LANDS
of the State of New Mexico

0G-26
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B JRE THE OIL CONSERVAT. . . oiIcfZIon
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE EEARING
CALLED BY THE OIL COISERVATION
COMMISSION O NEW MEXICO FOR
THE PURPOSE OF CONSIDERING:

CASE NO. 5557
Order No. R~5104

APPLICATION OF C & K PETROLEUM, INC.

FOR APPROVAL OF THE POWER DEEP UNIT
AGREEMENT, EDDY COUNTY, NEW MEXICO.

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 o'clock a.m. on
September 24, 1975, at Santa Fe, New Mexico, before Examiner
Daniel S. Nutter.

NOW, on this 30th day of September, 1975, the Commission,
a quorum being present, having considered the testimony, the
record, and the recommendations of the Examiner, and being fully
advised in the premises, .

FINDS:

(1) That due public notice having been given as required

'by law, the Commission has jurisdiction of this cause and the

subject matter thereof.

(2) That the applicant, C & K Petroleum, Inc., seeks
approval of the Power Deep Unit Agreement covering 5686.22 acres,
more or less, of State and Federal lands described as follows:

EDDY COUNTY, NEW MEXICO
TOWNSHIP 17 SOUTH, RANGE 30 EAST, NMPM
Section 36: All

TOWNSHIP 17 SQUTH, RANGE 31 EAST, NMPM
Sections 31 and 32: All

TOWNSHIP 18 SOUTH, RANGE 30 EAST, NMPM
Sections 1 and 12: All

TOWNSHIP 18 SOUTH, RANGE 31 EAST, NMPM
Sections 5 and 6: All
Sections 7 and 8: All

(3) That approval of the proposed unit agreement should
promote the prevention of waste and the protection of correla-
tive rights within the unit area.
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-
Case No. 5557
Order No. R-5104

IT IS THERETORE ORDERLD:

(1) That the Power Deep Unit Agreement is hereby approved.

(2) That the plan contained in said unit agreement for the
development and operation of the unit area is hereby approved in
principle as a proper conservation measure; provided, however,
that notwithstanding any of the provisions contained in said unit
agreement, this approval shall not be considered as waiving or
relinquishing, in any manner, any right, duty, or obligation
which is now, or may hereafter be, vested in the Commission to
supervise and control operations for the exploration and develop-
ment of any lands committed to the unit and production of oil or
gas therefrom.

(3) That the unit operator shall file with the Commission
an executed original or executed counterpart of the unit agree-
ment within 30 days after the effective date thereof; that in
the event of subsequent joinder by any party or expansion or
contraction of the unit area, the unit operator shall file with
the Commission within 30 days thereafter counterparts of the unit
agreement reflecting the subscription of those interests having
joined or ratified. )

(4) That this order shall become effective upon the appro-
val of said unit agreement by the Commissioner of Public Lands
for the State of New Mexico and the Director of the United States
Geological Survey; that this order shall terminate ipso facto
upon the termination of said unit agreement; and that the last
unit operator shall notify the Commission immediately in writing
of such termination.

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

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

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

LA
P IL‘ﬁfégilERS) Chairman

SEAL
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UNIT AGREEMENT

FOR THE DEVELOPMENT AND OPERATION

OF THE
()l F
POWER DEEP UNIT AREA . y |
= '
COUNTY OF EDDY . ,
&
STATE OF NEW MEXICO }/ 550
NO.
THIS AGREEMENT, entered into as of the _ 5th day of September .

1ngi by and between the parties subscribing, ratifying, or consentlng hereto,
and herein referred to as the "parties hereto,"
WMITNESSETH:

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

WHEREAS, the Mineral Leasing Act of Feébruary 25, 1920, 41 Stat. 437, as
amended, 30 U. S. C. Secs. 181 et seq., authorizes Federal 1essees and their re-
presentatives to unite with each other, or jointly or separately.with others, in
collectively adopting and operating a ceoperative or unit plan of development or
operation of ary oil or gas pool, field, or like area, or any ;srt thereof for the
purpose of more properly conserving the natural reseurces thereof whenever determined
ard certified by the Seeretary of the Interior to be necessary or advisable 'in the
public interest; and

WHEREAS, the‘ComriSSioner of Public Lands of the State of New Mexico is
authorized by an Act of the Legislature (Sec. 7-11-29 N.M. Stafutes 1953 Annotatee)
to consent to or approve this agreement on behalf of the State of New Mexico, insofar
as it covers and includes lands and mineral interest of the State of Neﬁ Mexico; and,

WHERFAS, the 0il Conservation Commission of the State of New Mexico is author-
ized by an Act of the Legislature (Chapter 72, Laws of 1935, as amended by Chapter
193, Laws of 1937; Chepter 166,Laws of 1941; and Chapter 168; Laws of 1949) to ap-
prove this agreement and the conservation provisions hereof; aid,

WHEREAS, the parﬁies hereto held sufficient interests in the

Power Deep | Unit Area covering the land hereinafterdes-
cribed to give reasonably effective control of operations therein; and
WHEREAS, it is the purpose of the parties hereto to conserve natural resources,

prevent waste, and secure other benefits obtainable through development and operation

of the area subject to this agreement under the terms, condltlons, and llmltat10n7

Yb a



herein set forth;

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

1. ENABLING ACT AND REGULATIONS. The Mineral Leasing Act of February, 25,

1920, as amended, supra, and all valid pertinent regulations, including operating
and unit plan regulations, heretofore issued thereunder or valid, pertinent, and
reasonable regulations hereafter issued thereunder are accepted and made a part of
this agreement as to Federal lands, provided such regulations are not inconsistent
with the terms of this agreement; and as to non—Federal lands, the oil and gas
operatiné régulations in effect.as of the effective date hereof governing drilling
and producing operations, not inconsistent with the terms hereof or the laws of the
State in which the non-Federal land is located, are hereby accepted and made‘a part
of this agreement.

2. UNIT AREA. The following described land is hereby designated and recog-

nized as constituting the unit area:

L g

T-17-S, R-30-E, NMPM T-17-S, R-31-E, NMPM
Sec. 36: All - Secs. 31 & 32: A1l

T-18-S, R-30-E, NMPM T-18-S, R-31-E, NMPM
Secs. 1 & 12: All Secs. 5,6,7 & 8: All

Containing 5,712.70 acres more or less

Exhibit "A" attached hereto is a map showing the unit area and the boundaries and
indentity of tracts énd leases in said area to the extent known to the'ﬁnit Operator.
Exhibit '"B" attached hereto is a schedule showing to the extent known to the Unit
Operator the acreage, percentage, and kind of ownership of o0il and'gas interests

in all land in the unit area. However, nothing herein or in said schedule or map
shall be construed as a representation by any party hereto és to thefowﬁership 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 neceésary when re-

quested by the 0il and Gas Supervisor, hereinafter referred to as "Supervisor,”" or

when requested by the Commissioner of Public Lands of the State of New Mexico,

-2-



it

hereinafter referred to as '"Land Commissioner,'" and not less than five (5) coﬁies
of the revised Exhibits shall be filed with the Supervisor and one (1) copy there-
of shall be filed with the Land Commissioner, and one (1) copy with the New Mexico
0il Conservation Commission, hereinafter referred to as "State Commission."

The above-described unit area shall, when practicable, be expanded to include
therein any additional lands or shall be contracted to exclude lands whenever such
expansion or contraction is deemed to be necessary or advisable to conform with the
purposes of this agreement. Such expansion or contraction shall be effected in the
following manner:

(a) TUnit Operator, on its own motion or on demand of the Director of the
Geological Survey, hereinafter referred to as "Director,” or on demand of the Land
Comﬁissioﬁer, after preliminary concurrence by the Director, shall prepare a notice
of proposed expansion or contraction describing the contemplated changes in fhe
boundaries of the unit area, the reasons therefor, and the proposed effective date
thereof, preferably, the figst day of a month subsequent to the date of notice.

(b) Said notice shall be delivered to the Supervisor, the Land Commissioner
and the State Commission, and copies thereof mailed to_the last known address of
each working-interest owner, lessee, and 1;ssor whose interests are affected, ad-
vising‘that thirty (30) days will be allowed for submission to the Unit Operator of
any objections. |

(¢) Upon expiration of the 30~day period provided in the preceding item
(b) hereof, Unit Operator shall file with the Supervisor, the Land Commissioner,
and the State Commission, evidence of mailing of the notice of expansion or con-
traction and a copy of any objections thereto which have been filed with the Unit
Operator, together with an application in sufficient number, for approval of
such expansion or contraction and with appropriate joinders.

(d) After due consideration of all pertinent information, the expansion or
contraction shall, upon approval by the Supervisor, the Land Commissioner, become
effective as of the date prescribed in the notice thereof.

(e) All legal subdivisions of lands (i.e., 40 acres by Govermment survey
or its nearest lot or tract equivalent; in instances of irregular surveys unusually

large lots or tracts shall be considered in multiples of 40 acres or the nearest

=
=)

aliquot equivalent thereof), no parts of which are entitled to be in a participating
area on or before the fifth anniversary of the effective date of the first initial
participating area established uncder this unit agreement, shall be eliminated auto-

matically from this agreement, effective as of said fifth anniversary, and such lands



shall no longer be a part of the unit area and shall no longer be subject to

this agreement, unless diligent drilling operations are in progress on unitized
lands not entitled to participation on said fifth anniversary, in which event all
such lands shall remain subject hereto for s0 long as such drilling operations
are continued diligently, with not more than 90 days' time elapsing between the
completion of one such well and the commencement of the next such well. All legal
subdivisions of lands not entitled to be in a participating area within 10 years
after the effective date of the first initial participaﬁing area approved under
this agreement shall be automatically eliminated from this agreément as of said
tenth anniversary. All lands proved productive by diligent drilling operatioms
after the aforesaid five-year period shall become participating in the same
manner as du;ing said five-year period. However, when such diligent drilling
operations cease, all non-participating lands shall be automatically eliminated
effective as of the 91lst day thereafter. The unit operatbr shall within 90 days
after the effective date of any eliminatién hereundef, describe the area so eli-
minated to the satisfaction of the Superviéor of the Land Commissioner and
promptly notify all parties in interest.

If conditions warrant extension of the ten-year period specified in this
subsection 2 (e), a single extension of not to exceed two years may be accomplished
by consent of the owners of 90% of the working interests in the current non-parti-
cipating unitized lands and the owners of 60% of the basic royalty interests '
(exclusive of the basic royalty interests of the Unitéd States) in non-participating
unitized lands with approval of the Director and Land Commissionér, provided such
extension application is submitted to the Director and the Land Commissioner not
later than 60 days prior to the expiration of said ten-year period.

Any expansion of the unit area pursuant to this section which embracés
lands theretofore eliminated pursuant to';his subsection 2 (e) shall not be con-
sidered automatic commitment or recommitment of such lands.

3. UNITIZED LAND AND UNITIZED SUBSTANCES. All oil and gas in the hereinabove

specified lands committed to this agreement, as to all depths and formationms below

the base of the San Andres Formation, which for the purpose of this agreement, is
identified as being at a depth of k4,560 feet on Schlumberger Sonic Log of the Odessa
Natural Gasoline Company #1 El Paso State well located 660' FNL and 660' FEL of
Section 36, T-17-S, R-30-E, NMPM, Eddy County, New Mexico

are unitized and designated as unitized substances under the terms of this agreement
and said lands shall constitute lands referred to herein as unitized subject to -*

this agreement.

L, UNIT OPERATOR. C & K PETROLEUM, INC.

is hereby designated as Unit Operator and by signature hereto as Unit Operator

~La



agrees and consents to accept the duties and obligations of Unit Operator for the
discovery, development, and productioh of unitized substances as herein provided.
Whenever reference is made herein to the Unit Operator, such reference means the
Unit Operator acting in the capacity and not as an owner pf interest in unitized
substances, and the term "working-interest owner" when used shall include or
refer to Unit Operator as the owner of a working interest when such an interest
is owned by it.

5. RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit Operator sh?ll have the

right to resign at any time prior to the establishment of a participating area or
areas hereunder, but such resignation shall not become effective so as to releasg
Un.: Operator from the duties and obligations of Unit Operator and terminate Unit
Operator's rights as such for a period of six (6) months after notice of intention
to resign has been served by Unit Operator on all working-interest owners ana the
Supervisor and the Land Commissioner, and until all wells then drilled hereunder
are placed in a satisfactor& condition for suspension or abandonment whichever is
required by the Supervisor as to Federal lands and the State Commission as to State
lands, unless a new Unit Operator shall have been selected and approved and shall
have taken over and assumed the duties and~obligations of Unit Operator prior to
the exﬁiration of said period.

Unit Operator shall have the right to resign in like manner and subject to
 1ike limitations as above provided at any time a participating.area establighed
hereunder is in existence, but, in all 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 performance of the duties
of unit operator, and shall not later than 30 days before such resignation or re-
moval becomes effective appoint a common agent to represent them in any action to
be taken hereunder. |

The resignation of Unit Operator shall not release Unit Operator from any
liability for any default by it hereunder occurring prior to the effectiﬁe 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 by the same percentage vote

x.
e
-~

of the owners of working interests as herein provided for the selection of a new
Unit Operator. Such removal shall be effective upon notice thereof to the Supervisor

and the Land Commissioner.



The resignation or removal of Unit Operator under this agreement shall
not terminate its fight, title, or interest as the owner of a working interest or
other interest in unitized substances, but-upon the resignation or removal of Unit
Operator becoming effective, such Unit Operator shall deliver possession of all
wells, equipment, materials, and appurtenances used in conducting the unit opera-
tions to the new duly qualified successor Unit Operator or to the common agent,
if no such new Unit Operafor is elected, to be used for the purpose of conducting
unit operations hereunder. Nothing herein shall be construed as authorizing re-
moval of any material, equipment, and appurtenances needed for the preservation of
any wells.

6. SUCCESSOR UNIT OPERATOR. Whenever the Unit Operator shall tender his

or its resignation as Unit Operator or shall be removed as hereinabove provided,
or a change of Unit Operator is negotiated by working-interest owners, the owners
of the working interests in the participating area or areas according to their re-
spective acreage interests in such participating area or areas, or until a parti-
cipating area shall have been established, the owners of the working interests |
according to their respective acreage interes£s in all unitized land, shall by
majority vote select a successor Unit Opefator: Provided, That, if a majority
but less than 75 per cent of the working interests qualified to vote are owned by
one party to this agreement, a concurring vote of one or more additional working
interest owners shall be required to select a new operator. Such selection shall
not become effective until

(a) a Unit Operator so selected shall accept in writing the duties and
responsibilities of Unit Operator, and

(b) the selection shall have been approved by the Supervisor and approved
by the Land Commissioner.

If no successor Unit Operator is selected and qualified as herein provided,
the Director and the Land Commissioner, at their election, may declare this unit
agreement terminated.

7. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT. If the Unit Operator

is not the sole owner of working interests, costs, and expenses incurred by Unit

Operator in conducting unit operations hereunder shall be paid and apportioned

T
>

among and borne by the owners of working interests, all in accordance with the
agreement or agreements entered into by and between the Unit Operator and the
owners of working interests, whether one or more, separately or collectively. Any

agreement or agreements entered into between the working-interest owners and the
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Unit Operator as provided in this section, whether one or more, are herein referred
to as the "unit operating agreement." Such unit operating agfeement shall also
provide the manner in which the working-interest owners shall be entitled to're-
ceive their respective'proportionate and allocated share of the Benefits accruing
hereto in conformity with their uﬁderlying opefatingAagreements, leases, or other
independent contracts, and such other rights and obligations as between Unit Operator
and the working-interest owners as may be agreed upon by 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. re-
lieve the Unit Opérator of any right or obligation established under this unit
agreement, and in case of any inconsistency 6r conflict between this unit égreement
and the unifrgi;;gginé agreement, this unit agreement shall govern. Three true
copies of any unit operating agreement executed pursuant to this section shéuld

be filed with the Supervisor and one true copy with the Land Commissioner, prior to

approval of this unit agreement.

8. RIGHTS AND OBLIGATIONS OF UNIT OPEﬁATOR. Except.?s otherwise specifically
provided herein, the exclusive right, privileée and duty of éxercising any and all
rights of the parties hereto which are neééssary or convenient for prospecting for,
produciﬁg, storing, allocating, and distributing the unitized substances A;e here-
by delegated to and shall be exereised by the Unit Operator as herein provided.
Acceptable evidence of title to said rights shall be deposited- with said Unit Opera-
tor and, together with this agreement, shall constitute and define the rights,
privileges, and obiigations of'Unif Operator. Nothing herein, however, shall be
construed to transfer title to any land or to any lease or qperating agreehent,
it being understood that under this agreement the Unit Operator, in its capacity

as Unit Operator, shall exercise the rights of possession and use vested in the

parties hereto only for the purposes herein specified.

9. DRILLING TO DISCOVERY. Within six (6) months after the effective date
hereof, the Unit Operator shall begin to drill an adequate fest well at a iocation
approved by the Supervisor, if on Federal land, or by the Land Commiésioner, if on
State land, unless on suchveffectivé date a well is being drilled conformably with

the terms hereof, and thereafter continue such drilling diligently until the

'Y
S

Mississippian Formation i

Age tested ' ", or until at a lesser

depth unitized substances shall be discovered which can be produced in paying
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quantities (to-wit: quantities sufficient to repay the costs of drilling, complet-
ing and producing oﬁerations, with a reasonable profit) or the Unit Operator shall,
at any time, establish to the satisfaction of the Supervisor if on Federal land, or
the Land Commissioner if on State land, that further drilling of said well would

»

be unwarranted or impracticable; provided, however, that Unit Operator sh_ not,

in any event, be required to drill said well to a depth in exdggé\?f 12 089 ;;

feet. Until the dlscovery of a deposit of unitized substances capable of being

produced in paying quantities, the Unit Operator shall continue drilling diligently
-one well at a time, allowing not more than six (6) months between the completion
of one well and the beginning of the next Qell, until a well cépable of producing
unitized subétances in paying quantities is completed to the satisfaction of said
Supervisor if it be on Federal land or of the Land Commissioner if on State }and,
or until it is reasonably pfoved that the unitized 1and is incapable of producing
unitized subsfances in paying quantities in the formations drilled hereunder.
Nothing in this section shall be deemed to limit the right of the Unit Operator to
resign és provided in Section 5 hereof, or as requiring Unittpperator to commence
or continue any drilling during the period‘peﬂding such resignation becoming ef-
fective.in order to comply with the requifements of this section. The Director
and‘Land Commissioner may modify the drilling requirements of this section by
granting reasonable extensions of time when, in their opinion, such action is
warranted.

Upon failure to commence any well provided for in this section within the
time allowed, including any extension of time granted by the Supervisor and'the-
Land Commissioner, this agreement will automatically terminate; upon failure to
continue drilling diligently any well commenced hereunder, the Supervisor and the
Land'Commissioner may, after 15-days notice to the Unit Operator, declare this
unit agreément terminated.

10. PLAN OF FURTHER DEVELOPMENT AND OPERATION. Within six (6) months

after completion of a well capable of producing unitized substances in paying‘
quantities, the Unit Operator shall submit for the approval of the Supervisor and
the Land Commissioner an acceptable plan of development and operation f;r the uni—-
tized land which, when approved by the Supervisor and the Land Commissioner, shall
constitute the further drilling and operating obligations of the Unit Operator
under this agreement for the period specified therein. Thereafter, from time tﬁ

time before the expiration of any existing plan, the Unit Operator shall submit
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for the approval of the Supervisor and the Land Commissioner a plan for an addi-
tional specified period for the development and operation of the unitized land.

Any plan submitted pursuant to this section shall provide for the explora-
tion of the unitized area and for the diligent drilling necessary for determina-
tion of the érea or areas thereof capable of pro&ucing unitized substances in
paying quantities in each and every productive formation and.shall be as complete
and adequate as the Supervisor and the Land Commissioner may determine to be neces-
sary for timely development and proper conservation of the oil and gas resources
of the unitized area and shall:

(a) specify the number and locations of any wells to be drilled and the
proposed ofder and time for such drilling; and

(b) to the extent practicable specify the operating practices regarded as
necessary and advisable for proper conservation of natural resources.

Separate plans may be submitted for separate productive zones, subject to the ap-
proval of the Supervisor and the Land Commissioner.

Plans shall be ﬁodified or supplemented when necessary to meet changed con-
ditions or to protect the interests of all paities to this agreement. Reasonable
diligence shall be exercised in complying-with the obligations of the approved
plan of development. The Supervisor and the Land Commissioner are authorized to
_grant a reasonable extension of the six-month period herein prescribed for sub-
mission of an initial plan of development where such action is justified because
of unusual conditions or circumstances. After completion hereunder of a well
capable of producing any unitized substance in paying quantities, no further wells,
except such as may be necessary to afford protection against operations not under
this agreement and such as may be specifically approved by the Supervisor and
the Land Commissioner, shall be drilled except in accordance with a plan of devel-
opment approved as herein provided.

11. PARTICIPATION AFTER DISCOVERY. Upon completion of a well capable of

producing unitized substances in paying quantities or as soon thereafter as re-
quired by the Superviscr or the Land Commissioner, the Unit Operator shall submit
for approval by the Supervisor and the Land Commissioner a schedule, based on sub-
divisions of the public-land survey or aliguot parts thereof, of all land then.re—
garded as reasonably proved to be productive in paying quantities; all lands iﬁh

said schedule on approval of the Supervisor and the Land Commissioner to constitutze

a participating area, effective as of the date of completion of such well or the



effective date of this unit agreément, whichever is later. The acreages of both
Federal and non-Federal lands shall be based upon appropriate computations from
the courses and distances shown on the last approved public-land survey as of the
effective date of each initial participating area. Said schedule shall also set
forth the pefcentage of unitized substances to be allocated as herein provided to
each tract in the participating area so established, and shall govern the alloca-
tion of production commencing with the effective date of the participating area.
A separate participating area shall be established for each separate pool or de-
posit of unitized substances or for any group thereof which is produced as a
single pool or zone, and any two or more participating areas so established may
be combined into one, on approval of the Supervisor and the Land Commissioner.
When production from two or more participating areas, so established, is subse-
quently found to be from a common pool or deposit said participating areas sﬁall
be combined into one effective as of such appropriate date as may be approved or
prescribed by the Supervisor and the Land Commissioner. The participating area
or areas so established shall be revised from time to time, subject to like ap-
2

proval, to include additional land then regar&ed as reasonably p?oved to be pro-
ductive in paying quantities or necessary-éor uﬁit operations, or to exclude land
then régarded as reasonably proved not to be productive in paying quantities and
the schedule of allocation percentages shall be revised accordingly. The effective
‘date of any revision shall be the first of the month in which is obtained the
knowledge or information on which such revision is predicated, provided, however,
that a more appropriate effective date may be used if justified by the Unit
Operator and approved by the Supervisor and the Land Commissioner. No land shall
be exciuded from a participating area on account of depletion of the unitizea
substances, except that any participating area established under the provisions of
this unit agreement shall terminate automatically whenever all completions in the
formation on which the participating area is based are abandoned.

It is the intent of this section that a participating area shall represent
the area ‘known or reasonably estimated to be productive in paying quantities; but
regardless of any revision of the participating area, nothing herein contained

shall be construed as requiring any retroactive adjustment for production obtained

IS
aTE

prior to the effective date of the revision of the participating area.
In the absence of agreement at any time between the Unit Operator and the

Supervisor and the Land Commissioner as to the proper definition or redefinition

-10-



of a participating area, or until a participating area has, or areas have, been
established as pro&ided herein, the portion of all payments affected thereby shall
be impounded in a manner mutually acceptable to the owners of working interests
and the Supervisor and the Land Commissioner. Royalties due the United States
shall be determined by the Supervisor for Federal lands and the Land Commissioner
for the State lands and the amount thereof shall be deposited, as directed by the
Supervisor and the Land Commissioner, to be held as unearned money until a parti-
cipating area is finally approved and then applied as earned or returned in ac-
cordance with a determination of the sum due as Federal and State royaltx on the
basis of such approved participating area.

Wheﬁever it is determined, subject to the approval of tbevSupervisor and
the Land Commissioner, that a well drilled under this agreement is pot capable of
production in paying quantities and inclusion of the lénd on which it is sitéated
in a participating area is gnwarranted, production from such well shall, for the
purposes of settlement among all parties other than Qorking-interest owners, be
allocated to the land on which the well is located unless such land is already
within the participating area established for'the pool or deposit from which such
production is obtained. Settlement for wa¥king‘interest benefits from such a
well sﬁall be made as provided in the unit operating agreement.

12. ALLOCATION OF PRODUCTION. All unitized substances produced from each

participating area established under this agreement, except any part thereof used
in conformity with good operating practices within the unitized area for drilling,
operating, camp, and other production or development purposes, for repressuring
or recycling in accordance with a plan of development approved by the Supervisor
and Land Commissioner, or unavoidably lost, shall be deemed to be produced equally
on an acreage basis from the several tracts of unitized land of the participating
area established for such production and, for the purpose of determining any bene-
fits accruing under this agreement, each such tract of unitized land shall have
allocated to it such percentage of said production as the number of acres of such
tréct included in said participating area bears to the total acres of unitized
land in said participating asrea, except that allocation of production hereunder

for purposes other than for settlement of the royalty, overriding royalty, or

L

payment out of production obligations of the respective working-interest owners,
shall be on the basis prescribed in the unit operating agreement whether in con-

formity with the basis of allcocation herein set forth or otherwise. 1t is hereby
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agreed that production of unitized substances from a participating area shall be
allocated as provided herein regardless of whether any wells are drilled on any
particular part or tract of said participating area. If any gas produced from

one participating area is used for repressuring or recycling purposes in another
participating area, the first gas withdrawn from such last-mentioned participat%ng
area for sale during the life of this agreement shall be considered to be the gas
so transferred until an amount equal to that transferred shall be so produced for
sale and such gas shall be allocated to the participating area from which initially
produced as such area was last defined at the time of such final production.

13. DEVELOPMENT OR OPERATION OF NON-PARTICIPATING LAND OR FORMATIONS. Any

party hereto owning or controlling the working interest in any unitized land having
thereon a regular well location may with the approwval of the Supervisor and the
Land Commissioner, at such party's sole risk, costs, and expense, drill a weil to
test any formation for which a participating area has not been established or to
test any formation for which a participating area has been established if such
location is not within said participating areé, unless within 90 days of receipt

of notice from said party of his intention to drill thg well the Unit Operator
elects and commences to drill such a wellvin like manner as other wells are drilled
by the.Unit Operator under this agreement.

If any well drilled as afo;esaid by a working-interest owner results in
rproduction such that the land upon which it is situated may properly be included
in a participating area, such participating area shall be established or enlarged
as provided in this agreement and the well shall thereafter be operated by the
Unit Operator in accordance with the terms of this agreement and the unit operating
agreement.

If any well drilled as aforesaid by a working-interest owner obtains pro-
duction in quantities inéufficient to justify the inclusion of the land upon which
such well is situated in a participating area, such well may be operated and pro-
duced by the party drilling the same_subject to the conservation requirements of

this agreement. The royalties in amount or value of production from any such well

shall be paid as specified in the underlying lease and agreements affected.

14. ROYALTY SETTLEMENT. The United States and any State and any royalty

e

owner who is entitled to take in kind a share of the substances now unitized here-
under shall hereafter be entitled to the right to take in kind its share of the

unitized substances, and the Unit Operator, or the working-interest owner in case
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of the operation of a well by a working-interest owner as herein provided for in
special cases, shail make deliveries of such royalty share taken in kind irn con-
formity with the applicable contracts, lawé, and regulations. Settlement for roy-
alty interest not taken in kind shall be made by working-interest owners responsible
therefor undér existing contracts, laws, and regulations, or by the Unit Operator,
on or before the last day of each month for unitized substances produced during

the preceding calendar monthj; provided, however, that nothing herein contained
shall operate to relieve the lessees of any land from their respective lease obli-
gations for the payment of any royalties due under their leases.

If gas obtained from lands not subject to this agreement is introduced
into any pérticipating area hereunder, for use in repressuring, st?mulation of
production, or increasing ult%mate recovery, in conformity with a plan of opera=-
tions approved by the Supervisor and the Land Commissioner, a like amount of gas,
after sett%ement as herein provided for any gas transferred from any other parti-
cipating area and with appropriate deduction for ioss from any cause, may be with-
drawn from the formation intq which the gas is introduced, royalty free as to dry
gas, but not as to any products which may pe éxtracted therefrom; frovided that
such witpdrawal shall be at such time as ﬁay be provided in the approved plan of
operations or as may otherwise be consented to by the Supervisor and the Land
Commissioner as conforming to good petroleum engineering practice; and provided
further, that such right of withdrawal shall terminate on the termination of this
unit agreement.

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 Sasis of the amounts thereof allocated to unitized Federal land as provided
herein at the rates specified in the respective Federél 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 per well, said
average production shall be determined in accordance with the operating regulations
as though each participating area were a single consolidated lease.

Royalty due on account of State lands shall be computed and paid on the

basis of all unitized substances allocated to such lands. N

-%

15. RENTAL SETTLEMENT. Rental or minimum royalties due on leases committed

hereto shall be paid by working-interest owners responsitle therefor under existing

contracts, laws, and regulations, provided that nothing herein contained shall
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operate to relieve the lessees of any land from their respective lease obligations
for the payment of any rental or minimum royalty due under their leases. Rentai
or minimum royalty for lands of the United-States subject to this agreement shall
be paid at the rate specified in the respective leases from the United States un-
less such reﬁtal or minimum royalty is waived, suspended, or reduced by law or by
approval of the Secretary or his duly authorized representative.

Rentals on State of New Mexico lands subject to this agreement shall be
paid at the rates specified in the respective leases.

With respect to any lease on non-Federal land containing provisions which
'would terminate such lease unless drilling operations are commenced upon the land
covered théreby within the time therein specified or rentals are paid for the pri-
vilege of deferring such drilling operations, the rentals required thereby shall,
notwithstanding any other provision of this agreement, be deemed to accrue and be-
come payable during the term thereof as extended by this agreement and until the
required drilling operations are commenced upon the land covered thereby or until
some portion of such land is included within a participatipg area.

S 16.. CONSERVATION. Operations hereunder and production of unitized substances

shall be conducted to provide for the mosf economical and efficient recovery of
said substances without waste, as defined by or pursuant to State or Federal law
or regulation. - - o , #

17. DRAINAGE. The Unit Operator shall take such measurés as the Supervisor
and Land Commissioner deem appropriate and adequate to prevent drainage of unitized
substances from unitized land by wells on land not subject to this agreement.

18. LEASES AND CONTRACTS CONFORMED AND EXTENDED. The terms, conditions,

and provisions of all leases, subleases, and other contracts relating to exploration,
drilling, development, or operation for oil or gas on lands committed to this agree-
ment are hereby expressly modified and amended to the extent necessary to make the
same conform to the provisions hereof, but otherwise to remain in full force and
effect; and the parties hereto hereby consent that the Secretary, as to Federal
leases and the Land Commissioner, as to State leases, shall and each by his ap-
proval hereof, or by the approval hereof by his duly authorized representative,

does hereby establish, alter, change, or revoke the drilling, producing, rental,

minimum royalty, and royalty requirements of Federal and State leases committed
hereto and the regulations in respect thereto to conform said requirements to the

provisions of this agreement, and without 1imiting'the generality of the foregoing,
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all leases, subleases, and contracts are particularly modified in accordance with

the following:

(a) The development and operation of lands subjéct to this agreement under
the terms therof shall be deemed full performance of all obligations for develop-
ment and operation with respect to each and every separately owned tract subject
to this agre;ment, regardless of whether there is any development of any particu-
lar tract of the unit area.

(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 land, and no lease shall be deemed to
expire by reason of failure to drill or produce wells situated on the land therein
embraced. |

(¢) Suspension of drilling or producing operations on all unitized lands
pursuant to direction or consent of the Sec?etary and the Land Commissioner, or
his duly authorized representative, shall be deemed to constitute such suspension
pursuant to such direction or consent as to each and every tract of unitized land.
A suspension of drilling or producing operations limited to specified lands shall
be applicable only to such lands. ) |

(d) Each lease, sublease, or contract relating to the exploration, drilling,
development or operation for oil or gas of lands other than those of the United
States and State of New Mexico committed to this agreement, which, by its terms
might expire prior to the termination of this agreement, is hereby extended. beyond
any such terms so provided therein so that it shall be continued in full force and
effect for and during the term of this agreement.

(e) Any Federal lease for a fixed term of twenty (20) years or any renewal
thereof or any part of such lease which is made subject to this agreement shall con-
tinue in force beyond the term provided therein until the termination hereof. Any
other Federal lease committed hereto shall continue in force beyond the term so
provided thereiﬁ or by law as to the land committed so long as such lease remains
subject hereto, provided that production is had in paying quantities under this unit
agreement prior to the expiration date of the term of such lease, or in the event
actual drilling operations are commenced on unitized land, in accordance with the

provisions of this agreement, prior to the end of the primary term of such lease

T

and are being diligently prosecuted at that time, such lease shall be extended for

two years and so long thereafter as oil or gas is produced in paying quantities in
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accordance with the provisions of the Mineral Leasing Act Revision of 1960.

(f) Each sublease or contract relating to the operation and development of
unitized substanceé from lands of the United States committed to this agreement,
which by its terms would expire prior to the time at which the underlying lease,
as extended by the immediately preceding paragraph, will expire, is hereby extended
beyond any sﬁch term so provided therein so that it shall be continued in full force
and effect for and during the term of the undeflying:lease as such term is herein
extended.

(g) The segregatioﬁ of any Federal Lease committed to this agreement is
governed by the following provision in the fourth paragraph of Sec. 17 (j) of the
Mineral Leasing Act, as amended by the Act of September 2, 1960 (74 Stat. 781-784):
" "Any (Fedefal) lease heretofore or hereafter committed to any such (unit) Plan em-
bracing lands that are in part within and in part 6utside of the area covered by
any such plan shall be segregatéd into separate leases as to the lands committed
and the lands not committed as of the effective date of unitization: Provided
however, that any such lease as to the nonunitized portion shall continue in force
and effect for the.term thereof but for not less than two years from the date of
such segregation and so long thereafter as qii or gas is produced in paying quanti-
- ties." |

(h) In the event the Initial Test Well is céﬁmenced prior to the expiration
date of the shortest term State Lease within the Unit Area, 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.

(1) Any lease embracing lands of the State of New Mexico having only a
portion of its lands committed hereto, shall be segregated as to the protion com-
mitted and the portion not committed, and the terms of such lease shall apply
separately to such segregated protions commencing as of the effective date hereof}
provided, however, notwithstanding any of the provisions of this agreement to the
contrary any lease embracing lands of the State of New Mexico having onlyva portion
of its lands committed hereto shall continue in full force and effect beyond the
term provided therein as to all lands embraced in such lease, if 0il or gas is dis-

covered and is capable of being produced in paying quantities from some part of

La
-

the lands embraced in such lease at the expiration of the secondary term of such
lease; or if, at the expiration of the secondary term, the leasee or the Unit Opera-
tor is then engaged in bona fide drilling or reworking operations on some part of

the lands embraced in such lease, the same as to all lands embraced therein, shall
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remain in full force and effect so long as such operations are being diligently
prosecuted, and if.they result in the production of o0il or gas; said lease shall
continue in full force and effect as to all of the lands embraced therein, so long
thereafter as 0il or gas in paying quantities is being produced from any portion
of said lands.

19. 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 terminates, and any grant,
transfer, or conveyance, or interest in land or leases subject hereto shall be and
hereby is conditioned upon the assumption of all privileges and obligations hereunder
by the graﬁtee, transferee, or other successor in interest. No assignment or trans-
fer of any working interest, royalty, or ofher interest subject hereto shall be
binding upon Unit Operator until the first day of the calendar month after Uﬁit
Operator is furnished with the original, photostatic, or certified copy of the
instrument of transfer.

20.. EFFECTIVE DATE AND TERM. This agreement shall become effective upon

approval by the Secretary and the Land Commiséioner or his duly authorized repre-
sentative, and shall terminate five (5) yé;rs from said effective date unless

’(a) such date of expiration is extended by the Director and the Land Com-
missioner, or
| (b) it is reasonably determined prior to the expiration of the fixed term
or any extension thereof that the unitized land is incapable of production of uni-
tized substances in paying quantities in the formations tested hereunder and after
notice of intention to terminate the agreement on such ground is given by the Unit
Operator to all parties in interest at. their last known addresses, the agreément
is terminated with the approval of the Supervisor and the Land Commissioner, or

(¢) a valuable discovery of unitized substances has been made or accepted
on unitized land during said initial term or any extension thereof, in which event
the agreement shall remain in effect for such term and so long as unitized substances
are produced in quantities sufficient to pay for the cost of producing same from
wells on unitized land within any participating area established hereunder and,

should production cease, so long thereafter as diligent operations are in progress

S
-

for the restoration of production or discovery of new production and so long there-

after as unitized substances so discovered are produced as aforesaid, or

-17=



(d) it is terminated as heretofore provided in this agreement. This agree-
ment may be terminated at any time by not less than 75 per centum, on an acreage
basis, of the working-interest owners signatory hereto, with the approval of the
Supervisor and the Land Commissioner; notice of any such approval to be given by the
Unit‘Operatof to all parties hereto.

21. RATE OF PROSPECTING, DEVELOPMENT, AND PRODUCTION, The Director is

hereby vested with authority to alter or modify from time to time in his discretion
the quantity and rate of production under this agreement when such quantity and

rate is not fixed pursuant to Federal or State law or does not conform to any state-
wide voluntary conservation or allocation program, which is established, recognized,

and generaily adhered to by the majority of operators in such State, such authority

o being hereby limited to alteration or modification in the public interest, the pur-

pose thereof and the public interest to be served thereby to be stated in thé order
of alteration or modification. Without regard to the foregoing, the Director is
also hereby vested with authority to alter or modify from time to time in his dis--
cretion the rate of prospecting and development and the gquantity and rate of pro-
duction under this agreement when such alterafion or modificatiqn is in the interest
of attaining the conservation objectives-;tatedvin this agreement and is not in
violation of any applicable Federal or State law.

Powers in this section vested in the Director shall only be exercised after
‘notice to Unit Operator and opportunity for hearing to be held-not less than 15
days from notice.

22. APPEARANCES. TUnit Operator shall, after notice to other parties affected,
have the right to appear for and on behalf of any and all interests affected hereby
before the Department of the Interior and the Commissioner of Pulbic Lands and to
appeal from orders issued under the regulations of said Department or Land Commis-
sioner or to apply for relief from any of said regulations or in any proceedings
relative to operations before the Department of the Interior or the Land Commission-
er or any other legally constituted authority; provided, however, that any other
interested party shall also have the right at Bis own expense to be heard in any
such proceeding.

23. NOTICES. All notices, demands, or statements fequired hereunder to bte

- "v

given or rendered to the parties hereto shall be deemed fully given if given in
writing and personally delivered to the party or sent by postpaid registered or

certified mail, addressed to such party or parties at their respective addresses
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set forth in connection with the signatures hereto or to the ratification or con-
sent hereof or to such other address as any such party may have furnished in writing

to party sending the notice, demand or statement.

24. NO WAIVER OF CERTAIN RIGHTS. Nothing in this agreement contained shall
be construed as a waiver by any party hereto of the right to assert any legal or
constitutional right or defense as to the validity or invalidity of any law of the
State wherein said unitized lands are located, or of the United States, or regula:"
tions issued thereunder inany way affecting such party, or as a waiver by any such
party of any right beyond his or its authority to waive.

25. UNAVOIDABLE DELAY. All obligations under this agreement requiring the

Unit Operaﬁor to commence or continue drilling or to operate on or produce unitized
substances from any of the lands covered by this agreement shall be suspended while
the Unit Operator despite the exercise of due care and diligence, is preventéd.from
complying with such obligations, in whole or in part, by strikes, acts of God,
Federal, State, or municipal law or agencies, unavoidable accidents, uncontrollable
delays in transportation, inability to obtain‘necessary materials in open market,
or other matters beyond the reasonable controi of the Unit Operator whether similar
to matters herein enumerated or not. No ﬁﬁit oﬁligation which is suspended under
this séction shall become due less than thirty (30) days after it has been deter-
mined that the suspension is no lenger applicable. Determination of creditable
"Unavoidable Delay' time shall be made by the unit operator subject to approval of
the Supervisor and the Land Commissioner.

26. NONDISCRIMINATION. In connection with the performance of work under

this agreement, the operator agrees to comply with all the provisions of section
202 (1) to (7) inclusive of Executive Order 11246 (30 F.R. 12319), as amended,
which are hereby incorporated by reference in this agreement.

27. LOSS OF TITLE. In the event title to any tract of unitized land

shall fail and the true owner cannot be induced to Join in this unit agreement,
such tract shall be automatically regarded as not committed hereto and there shall
be such readjustment of future costs and benefits as may be required on account of
the loss of such title. In the event of a dispute as to title as to any royalty,

working interest, or other interests subject thereto, payment or delivery on account

-

thereof may be withheld without liability for interest until the dispute is finally

settled; provided, that, as to Federal and State land or leases, no payments of
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funds due the United States or the State of New Mexico should be withheld, but
such funds shgll be deposited as directed by the Supervisor and such funds of the
State of New Mexico shall be depositgd as directed by the Land Commissioner, to be
held és unearned money pending final settlement of the title dispute, and then
applied as eérned or returned in accordance with such final settlement.

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

28. NON-JOINDER AND SURSEQUENT JOINDER. If the owner of any substantial

interest in a tract within the unit area fails or refuses to subscribe or consent
to this agreement, the owner of the working interest in that tract may withdraw said
tract from:this agreement by written notice delivered to the Supervisor an& the
Land Commissioner and the UnitvOpefator prior to the approval of this agreement

by the Supervisor. An& 0il or gas interests in lands within the unit area not com-
mitted hereto prior to subm%ssion of this agreement for final approval may there-
after be committed hereto by the owner or owners thereof subscribing or consenting
to this agreement, and, if the interest is a working interest, by the owner of such
interest also subscribing to the unit operatiﬁg agreement. After operations are
commenced hereunder, the right of subsequént joinder, as provided in this section,
by a wérking—interest owner is subject to such requirements or approvals, if any,
»pertaining to such joinder, as may be provided for in the unit operating agreement.
After final approval hereof, joinder by a non-working interest owner must be con-
sented to in writing by the working-interest owner committed hereto and responsible
for the payment of any benefits that may accrue hereunder in behalf of such non-
working interest. A non-working interest may not be committed to this unit unless
the corresponding working interest is committed hereto. dJoinder to the unit agree-
ment by a working-interest owner, at any time, must be accompanied by appropriate
joinder to the unit operating agreement, if more than one committed working-interest
owner is involved, in order for the interest to be regarded as committed to this
unit agreement. Except as may otherwise herein be provided, subsequent joinders

to this agreement shall be effective as of the first day of the month following the
filiné with the Supervisor and the Land Commissioner of duly executed counterparts

of all or any papers necessary to establish effective commitment of any tract to

B
-

this agreement unless objection to such joinder is duly made within sixty (60) days

by the Supervisor and the Land Commissioner.
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29. COUNTERPARTS. This agreement may be executed in any number of counter-

parts no one of which needs to be executed by all parties or may be ratified or
consented to by separate instrument in writing specifically referring hereto and
shall be binding upon all those parties who have executed such a counterpart, rati-
fication, or consent hereto with the same force and ¢ffect as if all such parties
had signed the same document and regardless of whether or not it is executed by all
other partigs owning or claiming an intgrest in the lands within the above-described
unit area.

30. SURRENDER. Néthing in this agreement shall prohibit the exercise by any
working-interest owner of the right to surrender vested in such party by any lease,
sublease, or operating agreement as to all or any part of the lands covered thereby,
provided that each party who will or might acquire such working interest by such
surrender or by forfeiture as hereafter set forth, is bound by the terms of fhis
agreement.

If, as a result of any such surrender, the working interest rights as to
such lands become vested in any party other fhan the fee owner of the unitized sub-
stances, said party may forfeit such rights and further benefits from operation
hereunder as to said land to the party next in the chain of title who shall be and
become the owner of such working interest.

If, as the result of any such surrender or forfeiture, working interest rights
vbecome vested in the fee owner of the unitized substances, such owner may:

(1) Accept those working-interests rights subject to this agreement and
the unit operating agreement; or

(2) Lease the portion of such land as is included in a participating area
established hereunder subject to this agreement and the unit operating agreement.

(3) Provide for the independent operation of any part of such land that are
not then included within a participating area established hereunder.

If the fee owner of the unitized substances does not accept the working-
interest rights subject to this agreement and the unit operating agreement or lease,
such lands as above-provided within six (6) months after the surrendered or for-
feited working-interest rights become vested in the fee owner, the benefits and
obligations of coperations accruing to such lands under this agreement and the unit
operating agreement shall be shared by the remaining owners of unitized workiﬁ;z
interests in accordance with their respective working interest ownerships, and

such owners or working interests shall compensate the fee owner of unitized sub-
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stances in such lands by paying sums equal to the rentals, minimum royalties, and
royalties applicable to such lands under the lease in effect when the lands were
unitized.

An appropriate accounting and settlement shall be made, for all benefits
accruing to dr‘payments and expenditures made or incurre& on behalf of such surren-
dered or forfeited working interest subsequent to the date of surrender or forfeiture,
and payment of any moneys found to be owing by such an accounting shall be made as
between the parties within thirty (30) days. In the event no unit operating agree-
ment is in existence and a mutually acceptable agreement between the proper parties
thereto cannot be consummated, the Supervisor may prescribe such reasonable and
equitable agreement as he déems warranted under thercircﬁmstances.

The exercise of any right vested in.a working-interest owner to reassign
such working interest to the party from whom obtained shall be subject to ﬁhé same
conditions as set forth in this section in regard to the exercise of a right to
sufrender. |

31. TAXES. The working-interest owners shall render and pay for their ac~
count and the account of the royalty owners all valid taxes on or measured by the
unitized substances in and under or that m;y be produced, gathered, and sold from
the laﬁd subject to this contract after the effective date of this agreement, or
upon the proceeds derived therefrom. The working-interest owners on each tract
:shall and may charge the proper proportion of said taxes to the royalty owners
having interests in said tract, and may currently retain and deduct sufficient of
the unitized substances or derivative products, or net proceeds thereof from the
allocated share of each royalty owner to secure reimbursement for the taxes so paid.
No such taxes shall be charged to the United States or the State of New Mexico or
to any lessor who has a contract with his iessor who has a contract with_his lessee
which requires the lessee to pay such taxes.

32. NO PARTNERSHIP, It is expressly agreed that the relation of the parties

hereto is that of independent contractors and nothing in this agreement contained,
expressed, or implied, nor any operations conducted hereunder, shall create or be
deemed to have created a partnership or association between the parties hereto or

any of them.
A

33. CONFLICT QF SUPERVISION. Neither the Unit Operator nor the working-

interest owners, nor any of them, shall be subject to any forfeiture, termination,

or expiratiocn cf any right hereunder cr under any leases or contracts subject hereto,
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or to any penalty or liability on account of delay or failure in whole or in part
to comply with any applicable provisions thereof to the extent that the said Unit
Operator or the working-interest owners, or any of them, 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 the United States and proper representatives of the State of New Mexico in and
about any matters or things concerning which it is required herein that such con-
currence be obtained. The parties hereto, including the State Commission, agree
that all powers and authority vested in the State Commission in‘and by any provi-
sions of this agreement are vested in the State Commission and shall be exercised
by it pursuant to the provisions of the laws of the State of New Mexico and subject
in any case to appeal or judicial review as may now or hereafter be provided by the
~laws of the State of New Mexico.

34. SURFACE AND ENVIRONMENTAL PROTECTION STIPULATIONS. Nothing in this

agreement shall modify or change either the special Federal Lease stipulations re-
lating to surface management or such special Federal Lease stipulations relating
to surface and environmental protection, attached to and made a part of, Oil and
Gas Leases covering lands within the Unit Area.'

35. PROTECTION OF POTASH DEPOSITS. No wells will be drilled for oil or gas

at a loc;tion on Federal lands which in the opinion of the Supervisor or at a
location on State lands which in thg opinion of the Commissioner would result in
uﬁdue waste of potash deposits or constitute a hazard to or ﬁnduly interfere with
mining operations being conducted for the extraction of potash deposits.

The drilling or abandonment of any well on unitized land shall be decne in
accordance with applicable oil and gas operating regulations, including such
requirements as to Federal lands as may be prescribed by the Supervisor and as to
State lands by the Commissioner, as necessary to prevent the infiltration of o0il,
gas or water into formations containing potash deposits or into mines or workings
being utilized in the extraction of such deposits.

Well records and survey plats that an oil and gas lessee of Federal lands
must file pursuant to applicable operating regulations (30 CFR Part 221) shall be
available for inspection at the Office of the Supervisor to any party holding a

potash permit or lease on the Federal land on which the well is situated insofar

x
B

as such recofds are pertinent to the mining and protectibn of potash depodsits.
IN WITNESS WHEREOF, the parties hereto have caused this agreement to be

executed and have set opposite their respective names the date of execution.



ATTEST:

BY:

C & K PETROLEUM, INC.

BY:

STATE OF  TEXAS

Address:

UNIT OPERATOR

COUNTY OF MIDLAND

!
§
¥

The foregoing instrument was acknowledged before me this

, 1975, by

of C & K PETROLEUM, INC. a

My Commission Expires:

day of

who is

(State of Incorp.)

corporation, for and on behalf of said Corporation.

Notary Public

i
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EXHIBIT '"B"

SCHEDULE OF LANDS AND LEASES
POWER DEEP UNIT AREA
EDDY COUNTY, NEW MEXICO

JRACT
i0. DESCRIPTION

SERTIAL NO. &

ACRES EXPIRATION DATE

LESSEE OF RECORD
AND PERCENTAGE

BASIC ROYALTY
8 PERCENTAGE

OVERRIDING ROYALTY
AND PERCENTAGE

WORKING INTEREST
AND PERCENTAGE

1. T-18-S, R-31-E, NMPM 160.00
Sec. 5; SWh

2. T-18-8, R-?1-E, NMPM 147.37
- Sec. b3 Lots 3,k & 5,
SEANW _

3. T-18-S, R-31-E, NMPM 240.00
Sec. 8; Swh, NVSEk

4, 7-18-5, R-3%1-E, NMPM  40.00
Sec. 73 SEWSEkK

5. T-18-S, R-30-E, NMPM L4ko.6k4

Sec. 1; Lots 1,2,3 & &,
NEKSW§, NYSEk, SNk

LC-029389-E
Renewal-HBP

Same base lease and ownership as Tract #1, above,

LC~-029%93-A
Renewal-HBP

L.C-0293%93%-B
Renewal-~HBP

LC-047633-B
Renewal-~HBP

93.25%
6.75%

U.S.A.
Schedule ''D"

Canadian Kenwood Co.
T. R. Parker

'

U.S.A. Hondo 0il & Gas Co. All
Schedule "C"

U.S.A. Texaco, Inc. All
Schedule "D

U.S.A. C & K Petroleum, Inc. A1l

Schedule ''D"

Atlantic Richfield Co.
$126,400 out of

except no production payment burden

None

Below 4,000 Feet

Jimmie Collier
Atlantic Richfield Co.
Unknown

Kincaid & Watson Drl. Co.

$500 per acre out of
J. H. Moore

$500 per acre out of
Frank Bateman

$250 per acre out of

Below 4,500 Feet
Sibly V. Perry

12.50000%

1.87500%
3,12500%
0.78125%
1.50000%
0.75000%

0.75000%

6.25000

Above 4,000 Feet
Alps 0il Co. et al

Below 4,000 Feet
Canadian Kenwood Co.
93.25%
T. R. Parker
6.75%

Hondo 0il & Gas Co.

Above 4,000 Feet
Kincaid & Watson et al

Below 4,000 Feet
Texaco, Inc.

Above 4,500 Feet
Eastland 0il et al

Below 4,500 Feet
C & K Petroleum, Inc.
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6. T-18-S, R-31-E, NMPM  80.00

Sec. 8; SYSEk

7. T-18-S, R-%0-E, NMPM 760.00
Sec. 1; SVSER, SEASWA
Sec. 12; All

LC~-070133
Renewal-HBP

NM-021096
Renewal-HBP

q.m.».
Schedule '"C"

q.m.>.
Schedule ''D"

Herman J. Ledbetter All

Franklin, Aston & Fair, Inc. 75.00%

Yates Petroleum Corp. 10.00%
Featherstone Farms 2.00%
Maude L. Mackey, Trust 1.00%
William Dooley Estate 3.00%
Rogers Aston L. 50%
Rogers Aston, Executor 4, 50%

Below 3,500 Feet

B. J. Ginsberg 7.50000%

Yates Brothers 1.25000%*

*Payable out of Yates Petroleum Corp.

Interest only.

Above 3,500 Feet
Herman J. Ledbetter

Below 3,500 Feet
Hondo 0il & Gas Co.

Franklin, Aston & Fair, Inc.
75.000000%

Rogers Aston and First Natiohal
Bank in Dallas, Co-Trustees of the
"C" Trust u/w/o Bert Aston,
Deceased

02.250000% )

Rogers Aston, Trustee of the Esther

Aston Trust No. 1
00.750000%

Rogers Aston, Trustee of the Esther

Aston Trust No. 2
00.750000%

Rogers Aston
01.875000%

LaDora ILucas
01.125000%

Tom P. Stephens

01.125000%

James T. Jennings and Roger L.
Copple, Co-Trustees of the Todd
Memorial Trust

01.125000%
Yates Petroleum Corporation
10.000000%
Robert B. Mackey and Old Kent Bank
& Trust Co. of Grand Rapids, Mi.,
Co-Trustees of the Estate of
Maude L. Mackey, Deceased
01.000000%

Olen F. Featherstone
02.000000%

William Patrick Dooley
01.333300%

Helen Dooley Perkins
00.666700

The Estate of Isabel Polhemus
Ironside, Deceased

01 .000000%
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w:. T-18-S, R-31-E, NMPM 280.00 NM-0299468 U.S5.A. Atlantic Richfield Co. A1l Margaret P. Partridge 1.50000% yAbove 4,000Feet
Sec. 5; Lots 1,2,3 & 4, HBP 12.5% Associated Royalty Co. 1.50000% ‘Eastland 0il Co. et al
SYNWk, SWENEWK : (as to Lots 3 & 4,

- SWKNE), Sec. 5 only)

Below 4,000 Feet
Atlantic Richfield Co.

9. T-18-S, R-31-E, NMPM 861.30 . NM-0334702 - U.S.A. Allied Chemical Corp. A1l Pearson~-Sibert 0il Co. 1.33000% Allied Chemical Corp.
Sec. 5; SEW . - HBP 12.5% : A. F. Gilmore Co. 1.33000%
Sec. 63 Lots 1, 2, . : Robert D. Fitting 1.00000%
SYNEk, Lots 6, 7, EySWk : Hallbergen & Co. 0.67000%
Sec. 7; NEk , , E. B. Hall 0.67000%

T-17-§, R-31-E, NMPM
Sec., 31; SEk, Lot 4, SEWSWHK

10. T-18-8, R-31-E, NMPM 628.25 NM-0558685 U.S.A. Allied Chemical Corp. A1l Amax Petroleum Corp. 5.00000% Allied Chemical Corp.

Sec. 7; Lots 1, 2, 12-31-75 12.5%
SEYNWK, ESWh,
W/SSEh, NEWSEW,
Sec. 8; Ny
11. T-18-8, R-%0-E, NMPM 80.00 NM-11328 U.S.A. Pennzoil Company All Harry Ptasynski - 5.00000% Pennzoil Company
Sec. 1; WYSWh 02-28-80 12.5%
2, 7-18-5, R-31-E, NMPM 40.00 NM-11615 U.S.A. Yates Petroleum Corp. A11 A. Lansdale 5.00000% Yates Petroleum Corp.
Sec. 5; SEJNEk ok-30-80 12.5%
I Hnwm-m, R-3]1-E, NMPM 4o.00 NM-20969 - U.S.A. Cecile Hurt All None Cecile Hurt
Sec. 7; NEWNWE 05-31-84 12.5%
‘4, T-18-S, R-31-E, NMPM 68.67 NM-23001 U.S.A. Flag-Redfern 0il Co. All None Flag-Redfern 0il Co.
Sec. 7; Lots 3, # 11-31-79 Schedule "B"
y. ‘ .
15, T-17-8, R-31-E, NMPM 379.99 NM-2547L U.S.A. C & K Petroleum, Inc. mo.owm None C woxowmﬂnopm:a_ Inc.
" Cae . . -0~ Schedule "B" Allied Chemical Corp. .0 .
Sec. 31; Lots 1,2,3, NMSWk 06-30-80 chedule e P = _ Allied Chemical Corp.

TOTAL: &,206.22 Acres Federal Lands : 50.00%
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STATE OF NEW MEXICO LANDS &

¢

f. 7-17-S, R-30-E, NMPM 80.00 B-1565-2 State Getty 0il Co. A1l None Getty 0il Company
Sec. 36; SYNEWk HBP 12.5% ’ :
', 7-17-S, R-30-E, NMPM L40.00 B-2130-16 State Cities Service 0il Co. CA11 None Cities Service 0il Co.
Sec. 363 NWANWh HBP 12.5%
8. 7-17-S, R-%0-E, NMPM 80.00 B-3627-3 State Atlantic Richfield Co. A1l None Atlantic Richfield Co.
Sec. 363 NY/SWhk HBP 12.5%
9. T-17-S, R-30-E, NMPM .40.00 B-3627-23 State El Paso Natural Gas Co. All None El Paso Natural Gas Co.
Sec. 363 SWAHSWK HBP 12.5%
0. T-17-S, R-31-E, NMPM 40.00 B-3627-32 State Cities Service 0il Co. A1l None Cities Service 0il Co.
Sec. 32; SEANEW HBP 12.5%
1. T-17-S, R-%1-E, NMPM 280.00 E-6015 State Mobil - Oil.Corporation A1l None Mobil 0Oil oowwOHmwwos
Sec. 32; NWh, NVNEW, HBP 12.5% .
SWKNEY. .
2. T-17-S, R-30-E, NMPM 360.00 K-5609 State Cities Service 0il Co. All None Cities Service 0il Co.
Sec. 36; NYNEK, E/MNWh, 01-18-76 12.5%
SWANWY, NYSEW, SWASEW, .
SEKSWHh
3, T-17-S, R-31-E, NMPM. 320.00 L-121 State Allied Chemical Corp. All None Allied Chemical Corp.
Sec. 32; S¥: , 07-18-77
4, T-18-S, R-31-E, NMPM 160.00 L-182 State Allied Chemical Corp. A1l None Allied Chemical Corp.
Sec. 6; SEW 08-15-77 12.5%
5. T-17-S, R-30-E, NMPM L40.00 L-4051 State Pennzoil Company A1l None Pennzoil Company
Sec, %6; SEASEA 01-20-80 12.5%

TOTAL: 1,440.00 acres State of New Mexico Lands

Recapitulation

246,22 Acres Federal Lands, 74,78% of Unit Area
of Unit Area

Total:

b,
1, b0
5,686

.00 Acres State Lands, mu.www

.22 Acres All Lands, 100.

of Unit Area



