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BEPORE THE NEW MEXICO OIL CONSERVATION COMMISSION 

APPLICATION OF KEWANEE OIL COMPANY ) 

POR APPROVAL OP THE ATOKA-GRAYBURG j 

UNIT, EDDY COUNTY, NEW MEXICO ) 

A P P L I C A T I O N i 

Comes now Kewanee Oil Company by i t s attorneys and applies i 

to the New Mexico Oil Conservation Commission for approval of the 

Atoka-Grayburg Unit, Eddy County, New Mexico, and i n support of 

i t s application states: 

1. Attached to and made a part of t h i s application i s a 

copy of the Atoka-Grayburg Unit Agreement covering the following 

described lands i n T. 18 S., R. 26 E., Eddy County, New Mexico: 

Section 13: Ŵ NÊ , NW£SE£, N|SW£, NW£. ! 

Section 14: E-g-NE-̂-, SW£NE£, N̂ SE-̂ . j 

2. The Atoka-Grayburg Unit covers only the Unitized Forma- I 
i 

t i o n as that term i s defined i n A r t i c l e 1, Section 1.2 of the ! 
i 

Agreement as follows: I 

"1.2 Unitized Formation means that subsurface 
portion of the Unit Area commonly known as the 
Grayburg Formation, which formation i s encounter
ed between the subsurface depths of 7^0 feet and 
1100 feet i n Kewanee Oil Company's Leavitt 'S' 
No. 6 well ( o r i g i n a l l y d r i l l e d as Illamex O i l , 
Inc. Leavitt No. 6 well) located 1650 feet from 
North and West Lines, Section 13, T 18 S, R 26 E, j 
Eddy County, New Mexico, as shown on the Welex | 
Radioactivity Log of said well dated November 17, I 
1957." j 

3. Formation and approval of the Atoka-Grayburg Unit w i l l j 
j 

f a c i l i t a t e the secondary recovery project proposed by applicant 

i n the uni t area; by separate application applicant seeks approval 

of a waterflood project i n t h i s area. 

NO. V ' 



4. Formation and approval of the Atoka-Grayburg Unit w i l l 

prevent waste and protect correlative r i g h t s . 

WHEREFORE, Kewanee Oil Company requests that t h i s applica

ti o n be set for hearing before the Commission or one of i t s 

examiners and that the Commission enter i t s order approving t h i s 

application. 

SETH, MONTGOMERY, FEDERICI & ANDREWS 

/ / ; V 

By / 
7 / / 

P. 0. Box 230T 
Santa Fe, New Mexico 
Attorneys for Kewanee Oil Company 
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UNIT AGREEMENT 

ATOKA GRAYBURG UNIT 

EDDY COUNTY, NEW MEXICO 

BEFORE EXAMINER UTZ 
OIL CGNSERV/-.IION L.k_MMISSiON 

Ct*u,*. •> EX.itbtT NO. / 

CASE NO. o - y y 
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U N I T A G R E E M E N T 

A T O K A G R A Y B U R G U N I T 

E D D Y C O U N T Y , NEW M E X I C O 

T H I S A G R E E M E N T , en t e r ed in to as of the 1st day of J anua ry , 1965, 1 
by the p a r t i e s who have s igned the o r i g i n a l of t h i s i n s t r u m e n t , a c o u n t e r - 2 
p a r t t he r eo f , o r o ther i n s t r u m e n t ag ree ing to be bound by the p r o v i s i o n s 3 
h e r e o f . 4 

W I T N E S S E T H 5 

W H E R E A S , i n the i n t e r e s t of the pub l i c w e l f a r e and to p r o m o t e 6 
c o n s e r v a t i o n and i n c r e a s e the u l t i m a t e r e c o v e r y of o i l , gas, and assoc ia ted 7 
m i n e r a l s f r o m the A t o k a G r a y b u r g F i e l d , i n Eddy County, New M e x i c o , and 8 
to p r o t e c t the r i g h t s of the owners of i n t e r e s t t h e r e i n , i t i s deemed neces sa ry 9 
and d e s i r a b l e to enter in to t h i s ag reemen t to u n i t i z e the O i l and Gas R igh t s 10 
i n and to the U n i t i z e d F o r m a t i o n i n o r d e r to conduct a secondary r e c o v e r y 11 
p r e s s u r e ma in tenance , or o ther r e c o v e r y p r o g r a m as h e r e i n p r o v i d e d ; 12 

NOW, T H E R E F O R E , i n c o n s i d e r a t i o n of the p r e m i s e s and of the 13 
m u t u a l ag reemen t s h e r e i n contained, i t i s a g r e e d as f o l l o w s : 14 

A R T I C L E 1 15 

D E F I N I T I O N S 16 

A s used i n th i s ag reemen t , the t e r m s h e r e i n conta ined s h a l l have the 17 
f o l l o w i n g m e a n i n g : 18 

1. 1 U n i t A r e a means the lands d e s c r i b e d by T r a c t s i n E x h i b i t A and 19 
shown on E x h i b i t B as to w h i c h t h i s ag reemen t becomes e f f e c t i v e o r to w h i c h 20 
i t m a y be extended as h e r e i n p r o v i d e d . 21 

1. 2 U n i t i z e d F o r m a t i o n means that subsu r face p o r t i o n of the U n i t 22 
A r e a c o m m o n l y k n o w n as the G r a y b u r g F o r m a t i o n , w h i c h f o r m a t i o n i s 23 
encounte red be tween the subsu r f ace depths of 740 fee t and 1100 fee t i n 24 
Kewanee O i l Company ' s L e a v i t t "S" N o . 6 w e l l ( o r i g i n a l l y d r i l l e d as 25 
I l l a m e x O i l , I nc . L e a v i t t No . 6 w e l l ) l oca t ed 1650 fee t f r o m N o r t h and 26 
West L i n e s , Sec t ion 13, T 18 S, R 26 E , Eddy County, New M e x i c o , as 27 
shown on the W e l e x R a d i o a c t i v i t y L o g of sa id w e l l dated N o v e m b e r 17, 1957. 28 
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1. 3 U n i t i z e d Substances means a l l o i l , gas, gaseous substances , 1 
su lphur con ta ined i n gas, condensate, d i s t i l l a t e , and a l l a s s o c i a t e d and 2 
cons t i t uen t l i q u i d o r l i q u e f i a b l e h y d r o c a r b o n s w i t h i n or p r o d u c e d f r o m the 3 
U n i t i z e d F o r m a t i o n . 4 

1.4 W o r k i n g I n t e r e s t means an i n t e r e s t i n U n i t i z e d Substances by 5 
v i r t u e of a lease , o p e r a t i n g ag reemen t , fee t i t l e , o r o t h e r w i s e , i n c l u d i n g a 6 
c a r r i e d i n t e r e s t , w h i c h i n t e r e s t i s chargeab le w i t h and o b l i g a t e d to pay o r bear , 7 
e i t h e r i n cash o r out of p r o d u c t i o n o r o t h e r w i s e , a l l or a p o r t i o n of the cost of 8 
d r i l l i n g , deve lop ing , p r o d u c i n g , and o p e r a t i n g the U n i t i z e d F o r m a t i o n . 9 

1. 5 R o y a l t y I n t e r e s t means a r i g h t to o r i n t e r e s t i n any p o r t i o n of the 10 
U n i t i z e d Substances o r p roceeds t h e r e o f o ther than a W o r k i n g I n t e r e s t . 11 

1. 6 R o y a l t y Owner means a p a r t y h e r e t o who owns a R o y a l t y I n t e r e s t . 12 

1. 7 W o r k i n g I n t e r e s t O w n e r means a p a r t y h e r e t o who owns a W o r k i n g 13 
I n t e r e s t . The owner of o i l and gas r i g h t s tha t a r e f r e e of lease o r o ther 14 
i n s t r u m e n t convey ing the W o r k i n g I n t e r e s t to ano ther s h a l l be r e g a r d e d as a 15 
W o r k i n g I n t e r e s t Owner to the extent of seven-e igh ths (7 /8 ) of h i s i n t e r e s t i n 16 
U n i t i z e d Substances, and as a R o y a l t y O w n e r w i t h r e s p e c t to h i s r e m a i n i n g 17 
o n e - e i g h t h (1 /8) i n t e r e s t t h e r e i n . 18 

1. 8 T r a c t means each p a r c e l of l a n d d e s c r i b e d as such and g i v e n a 19 
T r a c t n u m b e r i n E x h i b i t A . 20 

1.9 U n i t O p e r a t i n g A g r e e m e n t means the a g r e e m e n t e n t i t l e d " U n i t 21 
O p e r a t i n g A g r e e m e n t , A t o k a G r a y b u r g U n i t , Eddy County, New M e x i c o " , of 22 
the same e f f e c t i v e date as the e f f e c t i v e date of t h i s ag r eemen t , and w h i c h i s 23 
e n t e r e d i n to by W o r k i n g I n t e r e s t O w n e r s . 24 

1. 10 U n i t O p e r a t o r means the W o r k i n g I n t e r e s t Owner des igna ted by 25 
W o r k i n g I n t e r e s t O w n e r s under the U n i t O p e r a t i n g A g r e e m e n t to deve lop and 26 
opera te the U n i t i z e d F o r m a t i o n , a c t i n g as o p e r a t o r and not as a W o r k i n g 27 
I n t e r e s t O w n e r . 28 

1.11 T r a c t P a r t i c i p a t i o n means the pe rcen tage shown on E x h i b i t A f o r 29 
a l l o c a t i n g U n i t i z e d Substances to a T r a c t under t h i s a g r e e m e n t . 30 

1. 12 U n i t P a r t i c i p a t i o n of each W o r k i n g I n t e r e s t Owner means the s u m 31 
of the percen tages ob ta ined by m u l t i p l y i n g the W o r k i n g I n t e r e s t of such W o r k i n g 32 
I n t e r e s t Owner i n each T r a c t by the T r a c t P a r t i c i p a t i o n of such T r a c t . 33 
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1. 13 Outs ide Substances means a l l substances obta ined f r o m any source 1 
o ther than the U n i t i z e d F o r m a t i o n and w h i c h a r e i n j e c t e d i n to the U n i t i z e d 2 
F o r m a t i o n . 3 

1. 14 O i l and Gas R igh t s means the r i g h t to e x p l o r e , develop , and 4 
opera te lands w i t h i n the U n i t A r e a f o r the p r o d u c t i o n of U n i t i z e d Substances, 5 
o r to share i n the p r o d u c t i o n so ob ta ined o r the p roceeds t h e r e o f . 6 

1. 15 U n i t Opera t ions means a l l ope ra t ions conducted by W o r k i n g I n t e r e s t 7 
Owner s o r U n i t O p e r a t o r pur suan t to t h i s ag reemen t and the U n i t Ope ra t i ng 8 
A g r e e m e n t f o r o r on account of the deve lopment and o p e r a t i o n of the U n i t i z e d 9 
F o r m a t i o n f o r the p r o d u c t i o n of U n i t i z e d Substances. 10 

1. 16 U n i t E q u i p m e n t means a l l p e r s o n a l p r o p e r t y , lease and w e l l e q u i p - 11 
ment , p lan t s , and o ther f a c i l i t i e s and equ ipment t aken over o r o t h e r w i s e 12 
a c q u i r e d f o r the j o i n t account f o r use i n U n i t O p e r a t i o n s . 13 

1. 17 U n i t Expense means a l l cost , expense, or indebtedness i n c u r r e d 14 
by W o r k i n g I n t e r e s t Owner s o r U n i t O p e r a t o r pur suan t to t h i s ag reemen t and 15 
the U n i t O p e r a t i n g A g r e e m e n t f o r or on account of U n i t O p e r a t i o n s . 16 

1. 18 Unless the context o t h e r w i s e c l e a r l y i nd i ca t e s , w o r d s used i n the 17 
s i n g u l a r i nc lude the p l u r a l , the p l u r a l i nc lude the s i n g u l a r , and the neuter 18 
gender inc lude the m a s c u l i n e and the f e m i n i n e . 19 

1. 19 P r o d u c t i v e A c r e - F e e t means the v o l u m e of U n i t i z e d F o r m a t i o n 20 
con ta in ing U n i t i z e d Substances; p r o v i d e d that , on ly that p o r t i o n of the U n i t i z e d 21 
F o r m a t i o n con ta in ing U n i t i z e d Substances and hav ing p o r o s i t y of e ight pe rcen t 22 
(8%) o r m o r e and p e r m e a b i l i t y of one - t en th of one m i l l i d a r c y (0. 1 m d ) o r 23 
m o r e s h a l l be used i n d e t e r m i n i n g the P r o d u c t i v e A c r e - F e e t u n d e r l y i n g each 24 
T r a c t . 25 

A R T I C L E 2 26 

E X H I B I T S 27 

2. 1 E x h i b i t s . A t t a c h e d h e r e t o a r e the f o l l o w i n g exh ib i t s w h i c h a re 28 
i n c o r p o r a t e d h e r e i n by r e f e r e n c e : 29 

2. 1. 1 E x h i b i t A , w h i c h i s a schedule that desc r ibes each T r a c t 30 
i n the U n i t A r e a and shows i t s T r a c t P a r t i c i p a t i o n . 31 

2 . 1 . 2 E x h i b i t B , w h i c h i s a m a p that shows the bounda ry l i n e s 32 

of the U n i t A r e a and the T r a c t s t h e r e i n . 33 
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2 .2 R e f e r e n c e to E x h i b i t s . When r e f e r e n c e h e r e i n i s made to an 1 

e x h i b i t , the r e f e r e n c e i s to the E x h i b i t as o r i g i n a l l y a t t ached o r , i f r e v i s e d , 2 
to the l a t e s t r e v i s i o n . 3 

2. 3 E x h i b i t s C o n s i d e r e d C o r r e c t . A n e x h i b i t s h a l l be c o n s i d e r e d to 4 

be c o r r e c t u n t i l r e v i s e d as h e r e i n p r o v i !^d . 5 

2 . 4 C o r r e c t i n g E r r o r s . The shapes and d e s c r i p t i o n s of the r e s p e c t i v e 6 
T r a c t s have been e s t a b l i s h e d by us ing the best i n f o r m a t i o n a v a i l a b l e . I f i t 7 
subsequent ly appears that any T r a c t , because of d i v e r s e r o y a l t y o r w o r k i n g 8 

i n t e r e s t o w n e r s h i p on the e f f e c t i v e date he reo f , shou ld be d i v i d e d in to m o r e 9 
than one T r a c t , or tha t any m e c h a n i c a l m i s c a l c u l a t i o n has been made , U n i t 10 
O p e r a t o r , w i t h the a p p r o v a l of W o r k i n g I n t e r e s t O w n e r s , m a y c o r r e c t the 11 
m i s t a k e by r e v i s i n g the e x h i b i t s to c o n f o r m to the f a c t s . The r e v i s i o n s h a l l 12 
not i nc lude any r e - e v a l u a t i o n of e n g i n e e r i n g o r g e o l o g i c a l i n t e r p r e t a t i o n s used 13 
i n d e t e r m i n i n g T r a c t P a r t i c i p a t i o n . E a c h such r e v i s i o n of an e x h i b i t s h a l l be 14 
e f f e c t i v e at 7:00 a . m . on the f i r s t day of the ca lendar m o n t h next f o l l o w i n g 15 
the f i l i n g f o r r e c o r d of the r e v i s e d e x h i b i t o r on suc ' i o the r date as m a y be 16 
d e t e r m i n e d by W o r k i n g I n t e r e s t O w n e r s and set f o r t h i n the r e v i s e d e x h i b i t . 17 

2. 5 F i l i n g R e v i s e d E x h i b i t s . I f an e x h i b i t i s r e v i s e d p u r s u a n t to t h i s 18 
ag r eemen t , U n i t O p e r a t o r s h a l l c e r t i f y and f i l e the r e v i s e d e x h i b i t f o r r e c o r d 19 
i n the County i n w h i c h t h i s a g r e e m e n t i s f i l e d . 20 

A R T I C L E 3 21 

C R E A T I O N A N D E F F E C T O F U N I T 22 

3. 1 O i l and Gas R igh t s U n i t i z e d . Subjec t t o the p r o v i s i o n s of t h i s 23 
ag reemen t , a l l O i l and Gas R igh t s of R o y a l t y O w n e r s i n and to the lands 24 
d e s c r i b e d i n E x h i b i t A , and a l l O i l and Gas R igh t s of W o r k i n g I n t e r e s t O w n e r s 25 
i n and to s a i d l ands , a r e h e r e b y u n i t i z e d i n s o f a r as the r e s p e c t i v e O i l and Gas 26 
R igh t s p e r t a i n to the U n i t i z e d F o r m a t i o n , so that ope ra t i ons m a y be conduc ted 27 
as i f the U n i t i z e d F o r m a t i o n had been i n c l u d e d i n a s ing le lease executed by 28 
a l l R o y a l t y O w n e r s , as l e s s o r s , i n f a v o r of a l l W o r k i n g I n t e r e s t O w n e r s , as 29 
lessees , and as i f the lease had been sub jec t to a l l of the p r o v i s i o n s of t h i s 30 
a g r e e m e n t . 31 

3. 2 P e r s o n a l P r o p e r t y E x c e p t e d . A l l l ease and w e l l equ ipment , 32 
m a t e r i a l s , and o the r f a c i l i t i e s h e r e t o f o r e o r h e r e a f t e r p l a c e d by any of the 33 
W o r k i n g I n t e r e s t O w n e r s on the lands c o v e r e d h e r e b y s h a l l be deemed to be 34 
and s h a l l r e m a i n p e r s o n a l p r o p e r t y be long ing to and m a y be r e m o v e d by the 35 
W o r k i n g I n t e r e s t O w n e r s . The r i g h t s and i n t e r e s t s t h e r e i n as among W o r k i n g 36 
I n t e r e s t O w n e r s a re c o v e r e d by the U n i t O p e r a t i n g A g r e e m e n t . 37 
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3. 3 A m e n d m e n t of Leases and Other A g r e e m e n t s . The p r o v i s i o n s of 1 
the v a r i o u s leases , ag reemen t s , d i v i s i o n and t r a n s f e r o r d e r s , o r o ther i n s t r u - 2 
men t s c o v e r i n g the r e s p e c t i v e T r a c t s or the p r o d u c t i o n t h e r e f r o m are amended 3 
to the extent neces sa ry to m a k e t h e m c o n f o r m to the p r o v i s i o n s of t h i s a g r e e - 4 
men t , but o t h e r w i s e s h a l l r e m a i n i n e f f e c t . 5 

3. 4 C o n t i n u a t i o n of Leases and T e r m R o y a l t i e s . Ope ra t i ons , i n c l u d i n g 6 
d r i l l i n g ope ra t ions , conducted w i t h r e spec t to the U n i t i z e d F o r m a t i o n on any 7 
p a r t of the U n i t A r e a , o r p r o d u c t i o n f r o m any p a r t of the U n i t i z e d F o r m a t i o n , 8 
except f o r the purpose of d e t e r m i n i n g payments to R o y a l t y O w n e r s , s h a l l be 9 
c o n s i d e r e d as ope ra t ions upon o r p r o d u c t i o n f r o m each T r a c t , and such 10 
opera t ions o r p r o d u c t i o n s h a l l cont inue i n e f f e c t each lease o r t e r m r o y a l t y 11 
i n t e r e s t as to a l l lands c o v e r e d t h e r e b y j u s t as i f such opera t ions had been 12 
conducted and a w e l l had been d r i l l e d on and was p r o d u c i n g f r o m each T r a c t . 13 

3. 5 T i t l e s U n a f f e c t e d by U n i t i z a t i o n . No th ing h e r e i n sha l l be c o n s t r u e d 14 
to r e s u l t i n the t r a n s f e r of t i t l e to the O i l and Gas R igh t s by any p a r t y h e r e t o 15 
to any o ther p a r t y o r to U n i t O p e r a t o r . The i n t e n t i o n i s to p r o v i d e f o r the 16 
coope ra t i ve deve lopment and o p e r a t i o n of the T r a c t s and f o r the s h a r i n g of 17 
U n i t i z e d Substances as h e r e i n p r o v i d e d . 18 

3.6 I n j e c t i o n R i g h t s . R o y a l t y Owner s h e r e b y g r a n t unto W o r k i n g 19 
I n t e r e s t Owner s the r i g h t to i n j e c t i n to the U n i t i z e d F o r m a t i o n any substances 20 
i n w h a t e v e r amounts W o r k i n g I n t e r e s t Owner s deem expedient f o r U n i t 21 
O p e r a t i o n s , i n c l u d i n g the r i g h t to d r i l l and m a i n t a i n i n j e c t i o n w e l l s on the 22 
Un i t A r e a and to use p r o d u c i n g o r abandoned o i l o r gas w e l l s f o r such pu rposes . 23 

3. 7 D e v e l o p m e n t O b l i g a t i o n . Noth ing h e r e i n s h a l l r e l i e v e W o r k i n g 24 
I n t e r e s t Owners f r o m the o b l i g a t i o n to develop r easonab ly as a whole the lands 25 
and leases c o m m i t t e d h e r e t o . 26 

A R T I C L E * 27 

P L A N O F O P E R A T I O N S 28 

4 . 1 U n i t O p e r a t o r . W o r k i n g I n t e r e s t Owner s a re , as of the e f f e c t i v e 29 
date of th i s ag reemen t , e n t e r i n g in to the U n i t O p e r a t i n g A g r e e m e n t 30 
des igna t ing Kewanee O i l Company as U n i t O p e r a t o r . U n i t O p e r a t o r s h a l l have 31 
the e x c l u s i v e r i g h t to conduct U n i t O p e r a t i o n s . The opera t ions sha l l c o n f o r m 32 
to the p r o v i s i o n s of t h i s ag reemen t and the U n i t O p e r a t i n g A g r e e m e n t . I f 33 
t h e r e i s any c o n f l i c t be tween such ag reemen t s , t h i s a g r e e m e n t s h a l l g o v e r n . 34 
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4 . 2 O p e r a t i n g M e t h o d s . T o the end that the q u a n t i t y of U n i t i z e d 1 

Substances u l t i m a t e l y r e c o v e r a b l e m a y be i n c r e a s e d and was t e p r even t ed , 2 
W o r k i n g I n t e r e s t O w n e r s s h a l l , w i t h d i l i g e n c e and i n acco rdance w i t h good 3 
e n g i n e e r i n g and p r o d u c t i o n p r a c t i c e s , engage i n secondary r e c o v e r y ope ra t i ons 4 
by i n j e c t i n g i n to the U n i t i z e d F o r m a t i o n gas, w a t e r o r o ther f l u i d s o r c o m - 5 
b ina t ions t h e r e o f deemed n e c e s s a r y o r d e s i r a b l e to e f f i c i e n t l y and e c o n o m i c a l l y 6 
i n c r e a s e the u l t i m a t e r e c o v e r y of U n i t i z e d Substances . 7 

4. 3 Change of O p e r a t i n g M e t h o d s . N o t h i n g h e r e i n s h a l l p r e v e n t 8 
W o r k i n g I n t e r e s t O w n e r s f r o m d i s c o n t i n u i n g o r changing i n w h o l e o r i n p a r t 9 
any m e t h o d of o p e r a t i o n w h i c h , i n t h e i r op in ion , i s no l o n g e r i n a c c o r d w i t h 10 
good e n g i n e e r i n g o r p r o d u c t i o n p r a c t i c e s . O the r me thods of o p e r a t i o n m a y 11 
be conducted o r changes m a y be made by W o r k i n g I n t e r e s t O w n e r s f r o m t i m e 12 
to t i m e i f d e t e r m i n e d by t h e m to be f e a s i b l e , n ece s sa ry , o r d e s i r a b l e to 13 
i n c r e a s e the u l t i m a t e r e c o v e r y of U n i t i z e d Substances . 14 

A R T I C L E 5 15 

T R A C T P A R T I C I P A T I O N 16 

5. 1 T r a c t P a r t i c i p a t i o n . E a c h T r a c t i n the U n i t A r e a i s l i s t e d 17 
n u m e r i c a l l y i n E x h i b i t A and the T r a c t P a r t i c i p a t i o n f o r each T r a c t i s a l so 18 
shown i n E x h i b i t A . The f o r m u l a f o r d e t e r m i n i n g T r a c t P a r t i c i p a t i o n i s 19 
shown be low as f o l l o w s : 20 

T r a c t P a r t i c i p a t i o n = 100% 2 1 

w h e r e : A = P r o d u c t i v e A c r e - F e e t of U n i t i z e d F o r m a t i o n under each 22 
T r a c t . 23 

B = T o t a l P r o d u c t i v e A c r e - F e e t of U n i t i z e d F o r m a t i o n under 24 
a l l T r a c t s . 25 

5. 2 R e l a t i v e T r a c t P a r t i c i p a t i o n s . I f the U n i t A r e a i s e n l a r g e d o r 26 
r educed , the r e v i s e d T r a c t P a r t i c i p a t i o n s of the T r a c t s r e m a i n i n g i n the U n i t 27 
A r e a and w h i c h w e r e w i t h i n the U n i t A r e a p r i o r to the e n l a r g e m e n t o r 28 
r e d u c t i o n s h a l l r e m a i n i n the same r a t i o one to ano the r . 29 

A R T I C L E 6 30 

A L L O C A T I O N O F U N I T I Z E D S U B S T A N C E S 31 

6. 1 A l l o c a t i o n to T r a c t s . A l l U n i t i z e d Substances p r o d u c e d and 32 
saved s h a l l be a l l o c a t e d to the s e v e r a l T r a c t s i n acco rdance w i t h the r e s p e c - 33 
t i v e T r a c t P a r t i c i p a t i o n s e f f e c t i v e d u r i n g the p e r i o d tha t the U n i t i z e d 34 
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Substances w e r e p roduced . The amount of U n i t i z e d Substances a l l o c a t e d to 1 
each T r a c t , r e g a r d l e s s of whe the r i t is m o r e o r less than the ac tua l 2 
p r o d u c t i o n of U n i t i z e d Substances f r o m the w e l l o r w e l l s , i f any, on such 3 
T r a c t , s h a l l be deemed f o r a l l purposes to have been p roduced f r o m such T r a c t . 4 

6 .2 D i s t r i b u t i o n W i t h i n T r a c t s . The U n i t i z e d Substances a l l o c a t e d to 5 
each T r a c t s h a l l be d i s t r i b u t e d among, o r accounted f o r to , the p a r t i e s 6 
e n t i t l e d to share i n the p r o d u c t i o n f r o m such T r a c t i n the same m a n n e r , i n 7 
the same p r o p o r t i o n s , and upon the same cond i t ions as they w o u l d have p a r t i - 8 
c ipa ted and sha red i n the p r o d u c t i o n f r o m such T r a c t , or i n the procee s 9 
the reo f , had th i s ag reemen t not been en te red in to , and w i t h the same l e g a l 10 
e f f e c t . 11 

6 . 2 . 1 I f the amount of p r o d u c t i o n or the proceeds t h e r e o f 12 
a c c r u i n g to any R o y a l t y Owner i n a T r a c t depends upon the average 13 
p r o d u c t i o n per w e l l or the average pipe l i ne runs per w e l l f r o m such 14 
T r a c t d u r i n g any p e r i o d of t i m e , then such p r o d u c t i o n sha l l be d e t e r - 15 
m i n e d f r o m and a f t e r the e f f e c t i v e date h e r e o f by d i v i d i n g the quan t i ty 1> 
of U n i t i z e d Substances a l l o c a t e d he reunde r to such T r a c t d u r i n g such 1* 
p e r i o d of t i m e by the n u m b e r of w e l l s l oca t ed t he r eon capable of 18 
p r o d u c i n g as of the e f f e c t i v e date h e r e o f . 19 

6. 2. 2 I f any O i l and Gas R igh t s i n a T r a c t h e r e a f t e r become 20 
d i v i d e d and owned i n s e v e r a l t y as to d i f f e r e n t pa r t s of the T r a c t , the 21 
owners of the d i v i d e d i n t e r e s t s s h a l l share i n the U n i t i z e d Substances 22 
a l l o c a t e d to the T r a c t , o r i n the proceeds the reo f , i n p r o p o r t i o n to 23 
the su r f ace acreage of t h e i r r e s p e c t i v e pa r t s of the T r a c t . 24 

6. 3 T a k i n g U n i t i z e d Substances i n K i n d . T h e U n i t i z e d Substances 25 
a l l o c a t e d to each T r a c t s h a l l be d e l i v e r e d i n k i n d ..• • the r e s p e c t i v e p a r t i e s 26 
e n t i t l e d t h e r e t o by v i r t u e of the o w n e r s h i p of O i l and Gas Rights t h e r e i n o r 27 
by purchase f r o m such o w n e r s . Such p a r t i e s sha l l have the r i g h t to cons t ruc t , 28 
m a i n t a i n , and opera te w i t h i n the U n i t A r e a a l l neces sa ry f a c i l i t i e s f o r that 29 
purpose , p r o v i d e d tha t they a re so cons t ruc t ed , m a i n t a i n e d , and ope ra ted 30 
as not to i n t e r f e r e w i t h U n i t O p e r a t i o n s . A n y e x t r a expendi tu res i n c u r r e d by 31 
Un i t O p e r a t o r by r e a s o n of the d e l i v e r y i n k i n d of any p o r t i o n of the U n i t i z e d 32 
Substances s h a l l be bo rne by the r e c e i v i n g p a r t y . I f a R o y a l t y Owner has the 33 
r i g h t to take i n k i n d a share of U n i t i z e d Substances and f a i l s to do so, the 34 
W o r k i n g I n t e r e s t Owner whose W o r k i n g I n t e r e s t i s sub jec t to such R o y a l t y 
I n t e r e s t s h a l l be e n t i t l e d to take i n k i n d such share of the U n i t i z e d Substance^ 3o 

6.4 Failure to Take in Kind. If any party fails to take in kind or 5 1 
sepa ra t e ly d ispose of i t s share of U n i t i z e d Substances, U n i t O p e r a t o r sha l l 38 
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have the r i g h t , f o r the t i m e be ing and sub jec t to r e v o c a t i o n at w i l l by the 1 
p a r t y owning the share , to pu rchase f o r i t s own account o r s e l l to o the r s 2 
such share at not less than the m a r k e t p r i c e p r e v a i l i n g i n the a r ea and not 3 
l e ss than the p r i c e U n i t O p e r a t o r r e c e i v e s f o r i t s share of U n i t i z e d Substances; 4 
p r o v i d e d that , a l l c o n t r a c t s of sale by U n i t O p e r a t o r of any o the r p a r t y ' s 5 
share of U n i t i z e d Substances s h a l l be on ly f o r such reasonab le p e r i o d s of t i m e 6 
as a r e cons i s t en t w i t h the m i n i m u m needs of the i n d u s t r y under the c i r c u m - 7 
s tances, but i n no event s h a l l any such c o n t r a c t be f o r a p e r i o d i n excess of 8 
one y e a r . The p roceeds of the U n i t i z e d Substances so d i sposed of by U n i t 9 
O p e r a t o r s h a l l be p a i d to the p a r t y e n t i t l e d t h e r e t o . 10 

6 .5 R e s p o n s i b i l i t y f o r R o y a l t y S e t t l e m e n t s . A n y p a r t y r e c e i v i n g i n 11 
k i n d o r s e p a r a t e l y d i s p o s i n g of a l l o r p a r t of the U n i t i z e d Substances a l l o c a t e d 12 
to any T r a c t o r r e c e i v i n g the p roceeds t h e r e f r o m s h a l l be r e s p o n s i b l e f o r 13 
the paymen t t h e r e o f to the pe r sons e n t i t l e d t h e r e t o , and s h a l l i n d e m n i f y a l l 14 
p a r t i e s h e r e t o , i n c l u d i n g U n i t O p e r a t o r , aga ins t any l i a b i l i t y f o r a l l r o y a l t i e s , 15 
o v e r r i d i n g r o y a l t i e s , p r o d u c t i o n paymen t s , and a l l o ther payments cha rgeab le 16 
aga ins t or payable out of such U n i t i z e d Substances o r the p roceeds t h e r e f r o m . 17 

6 .6 R o y a l t y on Outs ide Substances . I f any Outs ide Substances c o n - 18 
s i s t i n g of n a t u r a l gases a re i n j e c t e d i n to the u n i t i z e d f o r m a t i o n , f i f t y 19 
p e r c e n t (50%) of any l i k e substances con ta ined i n U n i t i z e d Substances subse- 20 
quen t ly p r o d u c e d and so ld , o r used f o r o the r than o p e r a t i o n s h e r e u n d e r , s h a l l 21 
be deemed to be Out s ide Substances u n t i l the aggrega te of sa id f i f t y pe rcen t 22 
(50%) equals the a c c u m u l a t e d v o l u m e of such n a t u r a l gases i n j e c t e d in to the 23 
U n i t i z e d F o r m a t i o n , and no paymen t s s h a l l be due o r payable to R o y a l t y 24 
O w n e r s on s a id f i f t y p e r c e n t (50%). I f the Outs ide substances i n j e c t e d be 25 
l i q u e f i e d p e t r o l e u m gases, o r o the r l i q u i d h y d r o c a r b o n s , as d i s t i n q u i s h e d 26 
f r o m n a t u r a l gases p r i o r to i n j e c t i o n , the W o r k i n g I n t e r e s t O w n e r s s h a l l have 27 
the r i g h t , beg inn ing one (1) y e a r a f t e r i n j e c t i o n of such l i q u e f i e d p e t r o l e u m 28 
gases i s c o m m e n c e d , to r e c o v e r a l l such h y d r o c a r b o n s w i t h o u t paymen t of 29 
r o y a l t y . T o p r o v i d e a r easonab le and p r a c t i c a l bas i s of accoun t ing f o r the 30 
same, i t i s a g r e e d tha t t en p e r c e n t (10%) of the e n t i r e p r o d u c t i o n p r o d u c e d 31 
and so ld f r o m the U n i t i z e d F o r m a t i o n s h a l l be deemed to be Outs ide Sub- 32 
stances u n t i l the aggrega te va lue of sa id ten p e r c e n t (10%) of sa id p r o d u c t i o n 33 
equals the e n t i r e a c c u m u l a t e d cost to the W o r k i n g I n t e r e s t O w n e r s of such 34 
Outs ide Substances . 35 

A R T I C L E 7 36 

P R O D U C T I O N AS O F T H E E F F E C T I V E D A T E 37 

7. 1 O i l i n Lease T a n k s . U n i t O p e r a t o r s h a l l gauge a l l lease and o ther 38 
tanks w i t h i n the U n i t A r e a to a s c e r t a i n the amount of m e r c h a n t a b l e o i l p r o d u c e d 39 

-8 -



f r o m the U n i t i z e d F o r m a t i o n i n such tanks , above the pipe l i n e connec t ions , 1 
as of 7:00 a . m . on the e f f e c t i v e date h e r e o f . The o i l tha t i s a p a r t of the 2 
p r i o r a l l o w a b l e of the w e l l s f r o m w h i c h i t was p r o d u c e d s h a l l r e m a i n the 3 
p r o p e r t y of the p a r t i e s e n t i t l e d t h e r e t o the same as i f the U n i t had not been 4 
f o r m e d . Any such o i l not p r o m p t l y r e m o v e d m a y be so ld by the U n i t O p e r a t o r 5 
f o r the account of the p a r t i e s e n t i t l e d t he re to , sub jec t to the payment of a l l 6 
r o y a l t i e s , o v e r r i d i n g r o y a l t i e s , p r o d u c t i o n payment s , and a l l o ther payments 7 
under the p r o v i s i o n s of the app l i cab le lease o r o ther c o n t r a c t s . The o i l that 8 
i s i n excess of the p r i o r a l l owab le of the w e l l s f r o m w h i c h i t was p r o d u c e d 9 
s h a l l be r e g a r d e d as U n i t i z e d Substances p r o d u c e d a f t e r e f f e c t i v e date h e r e o f . 10 

7 . 2 O v e r p r o d u c t i o n . I f , as of the e f f e c t i v e date he reo f , any T r a c t i s 11 
o v e r p r o d u c e d w i t h r e spec t to the a l l o w a b l e of the w e l l s on that T r a c t and the 12 
amount of o v e r p r o d u c t i o n has been so ld or o t h e r w i s e d i sposed of, such o v e r - 13 
p r o d u c t i o n s h a l l be r e g a r d e d as a p a r t of the U n i t i z e d Substances p r o d u c e d 14 
a f t e r the e f f e c t i v e date h e r e o f and s h a l l be cha rged to such T r a c t as hav ing 15 
been d e l i v e r e d to the p a r t i e s e n t i t l e d to U n i t i z e d Substances a l l o c a t e d to such 16 
T r a c t . 17 

A R T I C L E 8 18 

USE OR LOSS O F U N I T I Z E D SUBSTANCES 19 

8. 1 Use of U n i t i z e d Substances. W o r k i n g I n t e r e s t Owners m a y use as 20 
m u c h of the U n i t i z e d Substances as they deem n e c e s s a r y f o r U n i t Ope ra t ions , 21 
i n c l u d i n g but not l i m i t e d to the i n j e c t i o n t h e r e o f in to the U n i t i z e d F o r m a t i o n . 22 

8. 2 R o y a l t y P a y m e n t s . No r o y a l t y , o v e r r i d i n g r o y a l t y , p r o d u c t i o n , 23 
o r o ther payments s h a l l be payable upon, o r w i t h r e spec t to , U n i t i z e d 24 
Substances used o r consumed i n U n i t Ope ra t ions , or w h i c h o t h e r w i s e m a y be 25 
l o s t o r consumed i n the p r o d u c t i o n , hand l ing , t r e a t i n g , t r a n s p o r t a t i o n , o r 26 
s t o r i n g of U n i t i z e d Substances. 27 

A R T I C L E 9 28 

T R A C T S T O B E I N C L U D E D I N U N I T 29 

9. 1 Q u a l i f i c a t i o n of T r a c t s . On and a f t e r the e f f e c t i v e date h e r e o f 30 
and u n t i l the e n l a r g e m e n t o r r e d u c t i o n the reo f , the U n i t A r e a sha l l be c o m - 31 
posed of the T r a c t s l i s t e d i n E x h i b i t A that c o r n e r o r have a c o m m o n 32 
boundary ( T r a c t s separa ted on ly by a pub l i c h ighway o r a r a i l r o a d r i g h t 33 
of way s h a l l be c o n s i d e r e d to have a c o m m o n boundary ) , and that o t h e r w i s e 34 
q u a l i f y as f o l l o w s : 35 
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9 . 1 . 1 E a c h T r a c t as to w h i c h W o r k i n g I n t e r e s t O w n e r s owning 1 
one h u n d r e d p e r c e n t (100%) of the W o r k i n g I n t e r e s t have become p a r t i e s 2 
to t h i s a g r e e m e n t and as to w h i c h R o y a l t y O w n e r s owning s i x t y - f i v e 3 
p e r c e n t (65%) o r m o r e of the R o y a l t y I n t e r e s t have become p a r t i e s to 4 
t h i s a g r e e m e n t . 5 

9 . 1 . 2 E a c h T r a c t as to w h i c h W o r k i n g I n t e r e s t O w n e r s owning 6 
one h u n d r e d p e r c e n t (100%) of the W o r k i n g I n t e r e s t have become p a r t i e s 7 
to t h i s ag r eemen t , and as to w h i c h R o y a l t y O w n e r s owning l e s s than 8 
S i x t y - f i v e p e r c e n t (65%) of the R o y a l t y I n t e r e s t have become p a r t i e s 9 
to t h i s ag reemen t , and as to w h i c h the W o r k i n g I n t e r e s t O w n e r s i n such 10 
T r a c t have execu ted and d e l i v e r e d an i n d e m n i t y a g r e e m e n t i n d e m n i f y i n g 11 
and a g r e e i n g to h o l d h a r m l e s s the o ther W o r k i n g I n t e r e s t O w n e r s i n the 12 
U n i t A r e a , t h e i r succes so r s and ass igns aga ins t a p o r t i o n of a l l c l a i m s 13 
and demands that m a y be made by n o n s u b s c r i b i n g owner s of R o y a l t y 14 
I n t e r e s t i n such T r a c t on account of the i n c l u s i o n of the T r a c t i n the U n i t 15 
A r e a . The p o r t i o n of such c l a i m s and demands c o v e r e d by the i n d e m n i t y 16 
s h a l l , as to each such T r a c t , be the f r a c t i o n t h e r e o f i n w h i c h the 17 
n u m e r a t o r i s the d i f f e r e n c e be tween the pe rcen tage of the R o y a l t y 18 
I n t e r e s t s igned and s i x t y - f i v e p e r c e n t (65%) of the R o y a l t y I n t e r e s t i n 19 
the T r a c t ; and the denomina to - i s the d i f f e r e n c e be tween the pe rcen tage 20 

R o y a l t y I n t e r e s t i i ~ . ed and one h u n d r e d pe rcen t (100%) of the 21 
R o y a l t y I n t e r e s t i n the T r a c t . 22 

9 . 1 . 3 E a c h T r a c t as to w h i c h W o r k i n g I n t e r e s t O w n e r s owning 23 
l ess than one h u n d r e d p e r c e n t (100%) of the W o r k i n g I n t e r e s t have 24 
become p a r t i e s to t h i s a g r e e m e n t ; and R o y a l t y O w n e r s owning s i x t y 25 
f i v e p e r c e n t (65%) o r m o r e of the R o y a l t y I n t e r e s t have become p a r t i e s 26 
to t h i s ag reemen t , o r the i n d e m n i t y w i t h r e f e r e n c e to the c l a i m s of n o n - 27 
s u b s c r i b i n g owner s of R o y a l t y I n t e r e s t on such T r a c t i s g i v e n under the 28 
p r o v i s i o n s of Sec t ion 9 . 1 . 2 ; and as to w h i c h (a) the W o r k i n g I n t e r e s t 29 
O w n e r who opera tes the T r a c t and a l l of the o the r W o r k i n g I n t e r e s t 30 
O w n e r s i n such T r a c t who have become p a r t i e s to t h i s a g r e e m e n t have 31 
j o i n e d i n a r eques t f o r i n c l u s i o n of such T r a c t i n the U n i t A r e a , and 32 
have executed and d e l i v e r e d an i n d e m n i t y a g r e e m e n t i n d e m n i f y i n g and 33 
a g r e e i n g to h o l d h a r m l e s s the o ther W o r k i n g I n t e r e s t O w n e r s i n the 34 
U n i t A r e a , t h e i r succes so r s and ass igns , aga ins t a l l c l a i m s and demands 35 
that m a y be made by the o w n e r s of W o r k i n g I n t e r e s t i n such T r a c t who 36 
a r e not p a r t i e s to t h i s a g r e e m e n t and w h i c h a r i s e out of the i n c l u s i o n of 37 
the T r a c t i n the U n i t A r e a ; and as to w h i c h (b) s e v e n t y - f i v e p e r c e n t (75%) 38 
of the c o m b i n e d v o t i n g i n t e r e s t of the W o r k i n g I n t e r e s t O w n e r s i n a l l 39 
T r a c t s that m e e t the r e q u i r e m e n t s of Sect ions 9. 1. 1 and 9. 1. 2 have 40 
vo ted i n f a v o r of the i n c l u s i o n of such T r a c t and to accept the i n d e m n i t y 41 
a g r e e m e n t . F o r the purposes of t h i s Sec t ion 9. 1. 3, the v o t i n g i n t e r e s t 42 

- 1 0 -



of each W o r k i n g I n t e r e s t Owner sha l l be equal to the r a t i o that i t s U n i t 1 
P a r t i c i p a t i o n a t t r i b u t a b l e to T r a c t s that q u a l i f y under Sections 9. 1. 1 and 2 
9. 1. 2 bears to the t o t a l U n i t P a r t i c i p a t i o n of a l l W o r k i n g I n t e r e s t Owner s 3 
a t t r i b u t a b l e to a l l T r a c t s that q u a l i f y under Sect ions 9 - 1 - 1 and 9. 1- 2. 4 
Upon the i n c l u s i o n of such a T r a c t i n the Un i t A r e a , the U n i t P a r t i c i p a t i o n 5 
that w o u l d have been a t t r i b u t e d to the n o n s u b s c r i b i n g owners of the 6 
W o r k i n g I n t e r e s t i n such T r a c t , had they become p a r t i e s to t h i s a g r e e - 7 
m e n t and the U n i t Ope ra t i ng A g r e e m e n t , s h a l l be a t t r i b u t e d to the W o r k i n g 8 
I n t e r e s t Owner s i n such T r a c t who have become p a r t i e s to such a g r e e - 9 
m e n t s , i n p r o p o r t i o n to t h e i r r e s p e c t i v e W o r k i n g I n t e r e s t i n the T r a c t . 10 

9 .2 D e t e r m i n a t i o n of O w n e r s h i p and L o c a t i o n . F o r the purposes of 11 
Sec t ion 9. 1, d e t e r m i n a t i o n s c o n c e r n i n g o w n e r s h i p of R o y a l t y In t e r e s t s and 12 
W o r k i n g In t e r e s t s i n the s e v e r a l T r a c t s and l o c a t i o n of the T r a c t s w i t h 13 
r e spec t to one another s h a l l be made i n such m a n n e r as W o r k i n g I n t e r e s t 14 
Owners d e t e r m i n e to be su i t ab l e . T r a c t s i n c l u d e d i n the U n i t A r e a on the 15 
basis of such d e t e r m i n a t i o n s s h a l l be deemed v a l i d l y i nc luded t h e r e i n n o t w i t h - 16 
s tanding any e r r o r s that m a y have o c c u r r e d i n the m a k i n g of such d e t e r - 17 
m i n a t i o n s , but a T r a c t e r r o n e o u s l y i n c l u d e d s h a l l be sub jec t to e x c l u s i o n i n 18 
accordance w i t h Sec t ion 10. 1. I n c l u s i o n of a T r a c t i n the Un i t A r e a s h a l l not 19 
p r ec lude any p a r t y h e r e t o f r o m ques t ion ing the t i t l e of any o ther p a r t y to any 20 
i n t e r e s t c l a i m e d by such o ther p a r t y i n such T r a c t . 21 

9- 3 Subsequent C o m m i t m e n t of I n t e r e s t o r T r a c t to U n i t . I n the event 22 
any i n t e r e s t , T r a c t , or T r a c t s w i t h i n the U n i t A r e a f a i l s to q u a l i f y f o r i n c l u - 23 
s ion i n accordance w i t h Sect ions 9. 1. 1, 9 - 1 - 2 , o r 9- 1- 3, but w i t h i n s i x (6) 24 
months f o l l o w i n g the e f f e c t i v e date of sa id U n i t A g r e e m e n t , does q u a l i f y as 25 
p r o v i d e d i n sa id Sect ions , such i n t e r e s t , T r a c t , o r T r a c t s so q u a l i f y i n g m a y 26 
be a d m i t t e d , upon the reques t of the a f f e c t e d W o r k i n g I n t e r e s t O w n e r s , to the 27 
Un i t A r e a on the bas i s of p a r t i c i p a t i o n as o r i g i n a l l y p r o v i d e d i n t h i s ag r eemen t . 28 
A f t e r sa id s i x (6) mon ths p e r i o d , the c o m m i t m e n t of any i n t e r e s t or T r a c t to 29 
the U n i t A r e a s h a l l be upon such t e r m s and cond i t ions as m a y be negot ia ted by 30 
W o r k i n g I n t e r e s t Owner s and the owner , o r owner s , of such i n t e r e s t o r T r a c t . 31 

9 .4 A c q u i s i t i o n of I n t e r e s t . I n the event at any t i m e a f t e r the 32 
e f f e c t i v e date h e r e o f any p a r t y bound by t h i s ag reemen t a cqu i r e s an u n c o m m i t t e d 33 
i n t e r e s t i n any T r a c t i n c l u d e d w i t h i n the U n i t A r e a , such i n t e r e s t upon being 34 
so a c q u i r e d s h a l l be sub jec t to t h i s a g r e e m e n t and, w h e r e the i n t e r e s t 35 
a c q u i r e d i s a W o r k i n g I n t e r e s t , s h a l l a lso be sub jec t to the U n i t O p e r a t i n g 36 
A g r e e m e n t . 37 

9- 5 R e v i s i o n of E x h i b i t s . I f any of the T r a c t s d e s c r i b e d i n E x h i b i t A 38 
f a i l to q u a l i f y f o r i n c l u s i o n i n the U n i t A r e a , Un i t O p e r a t o r s h a l l r e compu te , 39 
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us ing the o r i g i n a l bas is of c o m p u t a t i o n , the T r a c t P a r t i c i p a t i o n of each of 1 
the q u a l i f y i n g T r a c t s , and s h a l l r e v i s e E x h i b i t s A and B a c c o r d i n g l y . The 2 
r e v i s e d e x h i b i t s s h a l l be e f f e c t i v e as of the e f f e c t i v e date h e r e o f . 3 

A R T I C L E 10 4 

T I T L E S 5 

10. 1 R e m o v a l of T r a c t f r o m U n i t A r e a . I f a T r a c t ceases to have 6 
s u f f i c i e n t W o r k i n g I n t e r e s t O w n e r s o r R o y a l t y O w n e r s c o m m i t t e d to t h i s a g r e e - 7 
m e n t to m e e t the condi t ions of A r t i c l e 9 because of f a i l u r e of t i t l e of any p a r t y 8 
h e r e t o , such T r a c t s h a l l be r e m o v e d f r o m the U n i t A r e a e f f e c t i v e as of the 9 
f i r s t day of the ca lendar m o n t h i n w h i c h the f a i l u r e of t i t l e i s f i n a l l y d e t e r - 10 
m i n e d ; h o w e v e r , the T r a c t s h a l l not be r e m o v e d f r o m the U n i t A r e a i f , w i t h i n 11 
n ine ty (90) days of the date of f i n a l d e t e r m i n a t i o n of the f a i l u r e of t i t l e , the 12 
T r a c t r e q u a l i f i e s under a Sec t ion of A r t i c l e 9. 13 

10. 2 R e v i s i o n of E x h i b i t s . I f a T r a c t i s r e m o v e d f r o m the U n i t A r e a 14 
because of the f a i l u r e of t i t l e , U n i t O p e r a t o r , sub jec t to Sec t ion 5 .2 , s h a l l 15 
r e c o m p u t e the T r a c t P a r t i c i p a t i o n of each of the T r a c t s r e m a i n i n g i n the U n i t 16 
A r e a and s h a l l r e v i s e E x h i b i t s A and B a c c o r d i n g l y . The r e v i s e d e x h i b i t s 17 
s h a l l be e f f e c t i v e as of the f i r s t day of the ca lendar m o n t h i n w h i c h such 18 
f a i l u r e of t i t l e i s f i n a l l y d e t e r m i n e d . 19 

10. 3 W o r k i n g I n t e r e s t T i t l e s . I f t i t l e to a W o r k i n g I n t e r e s t f a i l s , the 20 
r i g h t s and o b l i g a t i o n s of W o r k i n g I n t e r e s t Owner s by r e a s o n of the f a i l u r e o f 21 
t i t l e s h a l l be g o v e r n e d by the U n i t O p e r a t i n g A g r e e m e n t . 22 

10 .4 R o y a l t y Owner T i t l e s . I f t i t l e to a R o y a l t y I n t e r e s t f a i l s , but the 23 
T r a c t to w h i c h i t r e l a t e s i s not r e m o v e d f r o m the U n i t A r e a , the p a r t y whose 24 
t i t l e f a i l e d s h a l l not be e n t i t l e d to share h e r e u n d e r w i t h r e s p e c t to such 25 
i n t e r e s t . 26 

10.5 P r o d u c t i o n W h e r e T i t l e i s i n D i s p u t e . I f the t i t l e o r r i g h t of any 27 
p a r t y c l a i m i n g the r i g h t to r e c e i v e i n k i n d a l l o r any p o r t i o n of the U n i t i z e d 28 
Substances a l l o c a t e d to a T r a c t i s i n d i spu te , U n i t O p e r a t o r at the d i s c r e t i o n 29 
of W o r k i n g I n t e r e s t O w n e r s s h a l l e i t h e r : 30 

(a) r e q u i r e tha t the p a r t y to w h o m such U n i t i z e d Substances a r e 31 
d e l i v e r e d o r to w h o m the p roceeds t h e r e o f a r e pa id , f u r n i s h s e c u r i t y 32 
f o r the p r o p e r accoun t ing t h e r e f o r to the r i g h t f u l owner i f the t i t l e 33 
o r r i g h t o f such p a r t y f a i l s i n w h o l e o r i n p a r t , o r 34 

- 1 2 -



(b) w i t h h o l d and m a r k e t the p o r t i o n of U n i t i z e d Substances w i t h 1 
r e spec t to w h i c h t i t l e o r r i g h t i s i n d ispute , and i m p o u n d the proceeds 2 
t h e r e o f u n t i l such t i m e as the t i t l e or r i g h t t h e r e t o i s e s t ab l i shed by a 3 
f i n a l j u d g m e n t of a c o u r t of competen t j u r i s d i c t i o n or o t h e r w i s e to the 4 
s a t i s f a c t i o n of W o r k i n g I n t e r e s t O w n e r s , whe reupon the proceeds so 5 
impounded sha l l be p a i d to the p a r t y r i g h t f u l l y e n t i t l e d t h e r e t o . 6 

10.6 Paymen t of Taxes to P r o t e c t T i t l e . The owners of (1) the 7 
su r f ace r i g h t s to lands w i t h i n the U n i t A r e a , (2) the s eve red m i n e r a l o r 8 
R o y a l t y I n t e r e s t s i n the lands , and (3) the i m p r o v e m e n t s not u t i l i z e d f o r 9 
U n i t O p e r a t i o n s , sha l l i n d i v i d u a l l y be r e spons ib l e f o r the r e n d i t i o n and 10 
assessment f o r ad v a l o r e m tax purposes of a l l such p r o p e r t y , and f o r the 11 
payment of such taxes , except as o t h e r w i s e p r o v i d e d i n any c o n t r a c t or 12 
ag reemen t be tween such owners and a W o r k i n g I n t e r e s t O w n e r . I f any 13 
ad v a l o r e m taxes a re not p a i d by such owner r e spons ib l e t h e r e f o r when due, 14 
U n i t O p e r a t o r m a y , w i t h a p p r o v a l of W o r k i n g I n t e r e s t O w n e r s , at any t i m e 15 
p r i o r to t ax sale, or e x p i r a t i o n of p e r i o d of r e d e m p t i o n a f t e r t a x sale, pay 16 
the same, r e d e e m such p r o p e r t y , and d i s cha rge such t ax l i e n s as m a y a r i s e 17 
t h r o u g h non -paymen t . A n y such payment s h a l l be t r e a t e d as an i t e m of Un i t 18 
Expense . U n i t O p e r a t o r s h a l l , i f poss ib l e , w i t h h o l d f r o m any proceeds 19 
d e r i v e d f r o m the sale of U n i t i z e d Substances o t h e r w i s e due to any d e l i n - 20 
quent t axpaye r o r t axpaye r s an amount s u f f i c i e n t to d e f r a y the costs of such 21 
payment or r e d e m p t i o n , such w i t h h o l d i n g to be c r e d i t e d to the j o i n t account . 22 
Such w i t h h o l d i n g s h a l l be w i t h o u t p r e j u d i c e to any o ther r emedy , e i t he r at 23 
law o r at equi ty , w h i c h m a y be ava i l ab l e f o r e x e r c i s e by the U n i t O p e r a t o r 24 
or by the W o r k i n g I n t e r e s t O w n e r s . 25 

A R T I C L E 11 26 

E A S E M E N T S OR USE O F S U R F A C E 27 

1 1 . 1 G r a n t of Easemen t s . The p a r t i e s h e r e t o , to the extent of t h e i r 28 
r i g h t s and i n t e r e s t s , h e r e b y g ran t to W o r k i n g I n t e r e s t Owner s the r i g h t to 29 
use as m u c h of the s u r f a c e of the l a n d w i t h i n the U n i t A r e a as m a y r e a s o n - 30 
ab ly be neces sa ry f o r Un i t O p e r a t i o n s ; p r o v i d e d that , noth ing h e r e i n s h a l l 31 
be c o n s t r u e d as l ea s ing o r o t h e r w i s e conveying to W o r k i n g I n t e r e s t Owners 32 
a s i te f o r a w a t e r , gas i n j e c t i o n , p r o c e s s i n g or o ther p lant , or camp s i t e . 33 

11.2 Use of W a t e r . W o r k i n g I n t e r e s t Owners s h a l l have f r e e use of 34 
w a t e r f r o m the U n i t A r e a f o r U n i t Opera t ions except that the use of f r e s h 35 
w a t e r f o r i n j e c t i o n purposes s h a l l be gove rned by separate con t r ac t s and 36 
ag reemen t s made and en te red in to by and between Un i t O p e r a t o r and the 37 
owner or owners of w a t e r r i g h t s subjec t , however , to a p p r o v a l by the State 38 
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E n g i n e e r . N o t h i n g h e r e i n con ta ined s h a l l be c o n s t r u e d as a r e l i n q u i s h m e n t 1 
by the W o r k i n g I n t e r e s t O w n e r s of any r i g h t s g r a n t e d to t h e m under the 2 
p r o v i s i o n s of the v a r i o u s leases c o v e r i n g the r e s p e c t i v e t r a c t s i n s o f a r as 3 
they p e r t a i n to the use of w a t e r . 4 

11 .3 S u r f a c e D a m a g e s . W o r k i n g I n t e r e s t O w n e r s s h a l l pay the r i g h t f u l 5 
o w n e r s who a r e p a r t i e s to t h i s a g r e e m e n t f o r damages to g r o w i n g c r o p s , 6 
t i m b e r , f ence s , i m p r o v e m e n t s , and s t r u c t u r e s on the U n i t A r e a tha t r e s u l t 7 
f r o m U n i t O p e r a t i o n s . 8 

A R T I C L E 12 9 

E N L A R G E M E N T S O F U N I T A R E A 10 

12. 1 E n l a r g e m e n t s of U n i t A r e a . The U n i t A r e a m a y be e n l a r g e d to 11 

i n c l u d e ac reage r e a s o n a b l y p r o v e d to be p r o d u c t i v e of U n i t i z e d Substances, 12 
upon such t e r m s as m a y be d e t e r m i n e d by W o r k i n g I n t e r e s t O w n e r s , i n c l u d i n g 13 
but not l i m i t e d to , the f o l l o w i n g : 14 

12. 1 . 1 T h e ac reage s h a l l q u a l i f y under a Sec t ion of A r t i c l e 9- 15 

12. 1. 2 The p a r t i c i p a t i o n to be a l l o c a t e d to the ac reage s h a l l be 16 
reasonab le , f a i r , and based on a l l a v a i l a b l e i n f o r m a t i o n . 17 

12. 1 . 3 T h e r e s h a l l be no r e t r o a c t i v e a l l o c a t i o n o r a d j u s t m e n t 18 
of o p e r a t i n g expenses o r of i n t e r e s t s i n the U n i t i z e d Substances 19 
p roduced , o r p roceeds t h e r e o f ; h o w e v e r , t h i s l i m i t a t i o n s h a l l not 20 
p r e v e n t an a d j u s t m e n t of i n v e s t m e n t , i n c l u d i n g i n t a n g i b l e i n v e s t m e n t , 21 
by r e a s o n of the e n l a r g e m e n t . 22 

12. 1.4 The execu t ion o r r a t i f i c a t i o n of t h i s a g r e e m e n t by a p e r s o n 23 
owning a R o y a l t y I n t e r e s t i n any ac reage be ing b r o u g h t i n t o the U n i t 24 
A r e a by an e n l a r g e m e n t s h a l l have the e f f e c t of c o m m i t t i n g to the U n i t 25 
a l l of the R o y a l t y I n t e r e s t of such p e r s o n i n such ac reage be ing added 26 
to the U n i t A r e a as w e l l as the R o y a l t y I n t e r e s t o f such p e r s o n i n any 27 
T r a c t p r e v i o u s l y i n c l u d e d i n the U n i t A r e a . 28 

12 .2 D e t e r m i n a t i o n of T r a c t P a r t i c i p a t i o n . U n i t O p e r a t o r , sub jec t to 29 
Sec t ion 5. 2, s h a l l d e t e r m i n e the T r a c t P a r t i c i p a t i o n of each T r a c t w i t h i n the 30 
U n i t A r e a as en l a rged , and s h a l l r e v i s e E x h i b i t s A and B a c c o r d i n g l y . 31 

12.3 E f f e c t i v e Da te . The e f f e c t i v e date of any e n l a r g e m e n t of the U n i t 32 
A r e a s h a l l be 7:00 a . m . on the f i r s t day of the ca lendar m o n t h f o l l o w i n g 33 
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c o m p l i a n c e w i t h condi t ions f o r e n l a r g e m e n t as s p e c i f i e d by W o r k i n g I n t e r e s t 1 
O w n e r s , a p p r o v a l of the e n l a r g e m e n t by the a p p r o p r i a t e g o v e r n m e n t a l 2 
a u t h o r i t y , i f r e q u i r e ® , ahd/tHe tf$lihgJ f o r ' r e c o r d of r e > i s e d ) E x h i ^ i t s : A ' a ; r t a ^ B < 1 7 3 
i n the r e c o r d s of the County i n w h i c h t h i s ag reemen t i s r e c o r d e d . ; ° c <&-t<v 4 

"-: ' ' A R T I C L E 13 - • . *-->~[ 5 

. n.:-_ C H A N G E O F T I T L E , . O >f 6 

13. 1 Covenant Running W i t h the L a n d . T h i s a g r e e m e n t sha l l extend to , 7 
be b ind ing upon, and i n u r e to the benef i t bfy'^he' r e s p e c t i v e h e i r s , devisees , 8 
l e g a l r e p r e s e n t a t i v e s , successors , and ass igns of the p a r t i e s he re to , and 9 

* s h a l l cons t i tu te a covenant r ^ n ¥ n g ^ w 4 t K - ; t h ^ tabids|- l e a se s , and i n t e r e s t s 10 
c o v e r e d h e r e b y . 11 

13. 2 N o t i c e of T ransfer ' ; A r i y ' ^ r f ^ e y a n c e ^ o f ; a l i t o r & r i y p a r t tof-Miy • *':•.>" 12 
! i n t e r e s t owned-by a n ^ p & r t y ^ h ^ r ^ f o i w i ^ - 1 3 

expres-sty^grabjecfc t&Jt^s^ agrdiem ^- <•• • 14 
the U n i t O p e r a t o r , or upon any p a r t y h e r e t o other than the p a r t y so trari'S'- ' i - i - 15 
f e r r i n g , u n t i l the f i r s t day of the ca lendar m o n t h next succeeding the date of 16 

: r e c e i p t by U n i t O p e r a t o r of a photocopy &r3a fce - r t i f i ed copy of the r e c o r d e d 17 
i n s t r u m e n t ev idenc ing such change i n o w n e r s h i p . 18 

13. 3 W a i v e r of R igh t s to P a r t i t i o n . Each p a r t y he r e to covenants that, 19 
'- d u r i n g the ex i s t ence of t h i s ' ag reemen t , ' i t r w i l l not r e s o r t to any a c t i o n t o - * 20 

• partition the Unit Area or the iJSMt- Equiptrient, and to that extent waives" the : • 21 
benefits of all laws authorizing such partition. :.•>:•..• : •. ..;;,' J • ZZ 

• i , i H - " - . A R T I C L E 14 • --: -.v. ( , : 0 : ' ^ , L- 23 

i RELATIONSHIP OF PARTIES ; v -- ;i o/: - . . 24 

14. 1 ' N d Parthei 'shrp-. • T h e duties,- db l iga t ionsv and l i a b i l i t i e s b'f tne ' > ! r 25 
p a r t i e s he r e to a r e in tended to be s e v e r a l and not j o i n t or c o l l e c t i v e . T h i s " ; ' " • 26 
ag reemen t i s not in tended to c rea te , and s h a l l not be cons t rued to c rea te , an 27 

• a s s o c i a t i o n o r t r u s t , or to i m p o s e a partne 'r sh ip duty, o b l i g a t i o n , o r l i a b i l i t y 28 
w i t h r e g a r d to any one or m o r e of the p a r t i e s h e r e t o . Each p a r t y he r e to s h a l l 29 
be i n d i v i d u a l l y r e s p o n s i b l e f o r it4- bwt i obltglai ' ionff 3s h e r e i n p r o v i d e d . 30 

14. 2 No Shar ing of M a r k e t . •' T h i s ag reemen t i s n o ^ i n t ^ n d e d ; ^ 31 
and s h a l l ' n ' c * ' b e ' C O r i « t r u e d r t ^ p r d ^ i d e , - d i r e c t l y o r i n d i r e c t l y , f o r any coope ra t i ve 32 
r e f i n i n g ; j o i n t (Sale, - o r m a r k e t i n g - of U n i t i z e d Siubstanoeisv' ; i 1 ^ - • 33 
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14. 3 R o y a l t y O w n e r s F r e e of Cos t s . T h i s a g r e e m e n t i s not in tended 1 
to i m p o s e , and s h a l l not be c o n s t r u e d to i m p o s e , upon any R o y a l t y Owner 2 
any o b l i g a t i o n to pay f o r U n i t Expense unless such R o y a l t y O w n e r i s o t h e r - 3 
w i s e so o b l i g a t e d . 4 

14 .4 I n f o r m a t i o n to R o y a l t y O w n e r s . E a c h R o y a l t y O w n e r s h a l l be 5 
e n t i t l e d to a l l i n f o r m a t i o n i n p o s s e s s i o n of U n i t O p e r a t o r to w h i c h such 6 
R o y a l t y Owner i s e n t i t l e d by an e x i s t i n g a g r e e m e n t w i t h any W o r k i n g I n t e r e s t 7 
O w n e r . 8 

A R T I C L E 15 9 

L A W S A N D R E G U L A T I O N S 10 

15. 1 L a w s and R e g u l a t i o n s . T h i s a g r e e m e n t s h a l l be sub jec t to the 11 
c o n s e r v a t i o n l aws of the State of New M e x i c o ; to the v a l i d r u l e s , r e g u l a t i o n s , 12 
and o r d e r s of the C o n s e r v a t i o n C o m m i s s i o n of the State of New M e x i c o ; and 13 
to a l l o the r a p p l i c a b l e f e d e r a l , s tate, and m u n i c i p a l l a w s , r u l e s , r e g u l a t i o n s , 14 
and o r d e r s . 15 

A R T I C L E 16 16 

F O R C E M A J E U R E 17 

16. 1 F o r c e M a j e u r e . A l l o b l i g a t i o n s i m p o s e d by t h i s a g r e e m e n t on 18 
each p a r t y , except f o r the p a y m e n t of money , s h a l l be suspended w h i l e 19 
c o m p l i a n c e i s p r e v e n t e d , i n w h o l e o r i n p a r t , by a s t r i k e , f i r e , w a r , c i v i l 20 
d i s t u r b a n c e , act of God; by f e d e r a l , s tate o r m u n i c i p a l l a w s ; by any r u l e , 21 
r e g u l a t i o n , o r o r d e r of a g o v e r n m e n t a l agency; by i n a b i l i t y to secure 22 
m a t e r i a l s ; o r by any o the r cause p r causes beyond reasonab le c o n t r o l of the 23 
p a r t y . No p a r t y s h a l l be r e q u i r e d ' a g a i n s t i t s w i l l to a d j u s t o r se t t le any 24 
l a b o r d i s p u t e . N e i t h e r t h i s a g r e e m e n t no r any lease o r o the r i n s t r u m e n t 25 
sub jec t h e r e t o s h a l l be t e r m i n a t e d by r e a s o n of suspens ion of U n i t O p e r a t i o n s 26 
due to any one o r m o r e of the causes set f o r t h i n t h i s A r t i c l e . 27 

A R T I C L E 17 28 

E F F E C T I V E D A T E 29 

1 7 . 1 E f f e c t i v e Da te . T h i s a g r e e m e n t s h a l l become b ind ing upon each 30 
p a r t y who executes o r r a t i f i e s i t as of the date of execu t ion o r r a t i f i c a t i o n by 31 
such p a r t y and s h a l l become e f f e c t i v e as of 7:00 o ' c l o c k a . m . on the f i r s t day 32 
of the ca lendar m o n t h next f o l l o w i n g : 33 
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(a) the q u a l i f i c a t i o n of T r a c t s c o m p r i s i n g s e v e n t y - f i v e percen t 1 
(75%) or m o r e of the U n i t A r e a as shown on the o r i g i n a l E x h i b i t B 2 
w h i c h have q u a l i f i e d under the p r o v i s i o n s of A r t i c l e 9, or a l e s s e r 3 
U n i t A r e a as m a y be f o r m e d by use of the p r o c e d u r e of Sect ion 17 .2 ; 4 

(b) the a p p r o v a l of th i s ag reemen t by the a p p r o p r i a t e g o v e r n - 5 
m e n t a l a u t h o r i t y i f r e q u i r e d ; 6 

(c) the f i l i n g f o r r e c o r d by Un i t O p e r a t o r of at l eas t one 7 
c o u n t e r p a r t of th i s ag reemen t i n Eddy County, New M e x i c o ; 8 

and p r o v i d e d f u r t h e r tha t i f (a), (b) and (c) above a re not a c c o m p l i s h e d on o r 9 
b e f o r e J a n u a r y 1, 1966, t h i s ag reemen t s h a l l ipso f a c t o t e r m i n a t e on sa id 10 
date ( h e r e i n a f t e r c a l l e d " t e r m i n a t i o n date") and t h e r e a f t e r be of no f u r t h e r 11 
f o r c e o r e f f e c t , unless p r i o r t h e r e t o a l l W o r k i n g I n t e r e s t Owners who have 12 
executed t h i s ag reemen t have agreed , i n w r i t i n g , to f o r m a U n i t c o v e r i n g a 13 
l e s s e r a r ea as p r o v i d e d i n Sec t ion 17.2 hereof , or W o r k i n g I n t e r e s t Owner s 14 
owning a c o m b i n e d U n i t P a r t i c i p a t i o n of at l eas t s e v e n t y - f i v e pe rcen t (75%) 15 
c o m m i t t e d to t h i s ag reemen t have dec ided to extend sa id t e r m i n a t i o n date f o r 16 
a p e r i o d not to exceed t w e l v e (12) m o n t h s . I f sa id t e r m i n a t i o n date is so 17 
extended and (a), (b) and (c) above a re not a c c o m p l i s h e d on o r b e f o r e sa id 18 
extended t e r m i n a t i o n date, t h i s ag reemen t s h a l l ipso f ac to t e r m i n a t e on sa id 19 
extended t e r m i n a t i o n date and t h e r e a f t e r be of no f u r t h e r f o r c e o r e f f e c t . 20 

17.2 E l e c t i o n to Reduce U n i t A r e a P r i o r to E f f e c t i v e Date . W o r k i n g 21 
I n t e r e s t Owner s of T r a c t s q u a l i f y i n g he reunde r m a y , p r i o r to the e f f e c t i v e 22 
date he reo f , e lec t to f o r m a l e s s e r Un i t composed of such T r a c t s less i n 23 
a rea than one h u n d r e d pe rcen t (100%) of the t o t a l acreage w i t h i n the Un i t A r e a 24 
by an a f f i r m a t i v e vote of at l eas t n ine ty pe rcen t (90%) of the W o r k i n g I n t e r e s t 25 
Owner s on a U n i t P a r t i c i p a t i o n bas is i n the q u a l i f y i n g T r a c t s . The e l e c t i o n 26 
to f o r m a l e s s e r U n i t sha l l be ev idenced by a w r i t t e n ag reemen t be tween the 27 
W o r k i n g I n t e r e s t Owner s so e l ec t i ng , w h i c h ag reemen t s h a l l designate the 28 
lands to be i nc luded i n such l e s s e r U n i t A r e a and sha l l p r o v i d e that th i s U n i t 29 
A g r e e m e n t s h a l l be e f f e c t i v e as to such l e s s e r U n i t a r ea . W o r k i n g I n t e r e s t 30 
Owner s j o i n i n g t h e r e i n s h a l l r e v i s e E x h i b i t s A and B a t tached he r e to to 31 
c o n f o r m to such l e s s e r U n i t A r e a so f o r m e d . Said e x h i b i t s , as so r e v i s e d , 32 
sha l l be a t tached as exh ib i t s to such e l e c t i o n ag reemen t and s h a l l be f i l e d 33 
f o r r e c o r d by U n i t O p e r a t o r i n Eddy County, New M e x i c o . 34 

17. 3 C e r t i f i c a t e of E f f e c t i v e n e s s . Un i t O p e r a t o r s h a l l w i t h i n t h i r t y (30) 35 
days a f t e r the e f f e c t i v e date of t h i s ag reemen t f i l e f o r r e c o r d i n the o f f i c e or 36 
o f f i c e s w h e r e a c o u n t e r p a r t of t h i s ag reemen t is r e c o r d e d , a c e r t i f i c a t e to 37 
the e f f e c t that t h i s ag reemen t has become e f f e c t i v e a c c o r d i n g to i t s t e r m s and 38 
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s ta t ing f u r t h e r the book and page i n w h i c h a c o u n t e r p a r t of t h i s a g r e e m e n t 1 
has been r e c o r d e d and the e f f e c t i v e da te . A copy of the c e r t i f i c a t e s h a l l be 2 
f u r n i s h e d to each W o r k i n g I n t e r e s t O w n e r and R o y a l t y O w n e r . 3 

A R T I C L E 18 4 

T E R M 5 

18. 1 T e r m . T h e t e r m of t h i s a g r e e m e n t s h a l l be f o r the t i m e that 6 
U n i t i z e d Substances a r e p r o d u c e d i n pay ing q u a n t i t i e s and as long t h e r e a f t e r 7 
as U n i t O p e r a t i o n s a r e conduc ted w i t h o u t a c e s s a t i o n of m o r e than n ine ty (90) 8 
consecu t ive days , un less sooner t e r m i n a t e d by W o r k i n g I n t e r e s t O w n e r s i n 9 
the m a n n e r h e r e i n p r o v i d e d . 10 

18 .2 T e r m i n a t i o n by W o r k i n g I n t e r e s t O w n e r s . T h i s a g r e e m e n t m a y be 11 
t e r m i n a t e d by W o r k i n g I n t e r e s t O w n e r s h a v i n g a c o m b i n e d U n i t P a r t i c i p a t i o n 12 
of at l eas t n ine ty p e r c e n t (90%) w h e n e v e r such W o r k i n g I n t e r e s t O w n e r s 13 
d e t e r m i n e that U n i t O p e r a t i o n s a r e no l o n g e r p r o f i t a b l e o r f e a s i b l e . 14 

18 .3 E f f e c t of T e r m i n a t i o n . Upon t e r m i n a t i o n of t h i s ag reemen t , the 15 
f u r t h e r deve lopmen t and o p e r a t i o n of the U n i t i z e d F o r m a t i o n as a U n i t s h a l l 16 
be abandoned, U n i t O p e r a t i o n s s h a l l cease, and t h e r e a f t e r the p a r t i e s s h a l l 17 
be g o v e r n e d by the p r o v i s i o n s of the leases and o the r i n s t r u m e n t s a f f e c t i n g 18 
the separa te T r a c t s . Upon t e r m i n a t i o n of t h i s a g r e e m e n t i n the m a n n e r set 19 
out h e r e i n , the R o y a l t y O w n e r s h e r e b y ag ree to a n ine ty (90) day ex t ens ion 20 
of t h e i r leases and c o n t r a c t s c o v e r i n g the lands w h i c h w e r e c o m m i t t e d to the 21 
U n i t A r e a to p e r m i t the lessees h o l d i n g such lands to r e s u m e ope ra t i ons 22 
the reupon , and i f so r e s u m e d , such lease o r c o n t r a c t s h a l l r e m a i n i n f o r c e 23 
and e f f e c t i n acco rdance w i t h the p r o v i s i o n s t h e r e o f . 24 

18 .4 Sa lvaging E q u i p m e n t Upon T e r m i n a t i o n . I f not o t h e r w i s e g r a n t e d 25 
by the leases o r o the r i n s t r u m e n t s a f f e c t i n g each T r a c t u n i t i z e d under t h i s 26 
a g r e e m e n t , R o y a l t y O w n e r s h e r e b y g r a n t W o r k i n g I n t e r e s t O w n e r s a p e r i o d 27 
of s i x (6) m o n t h s a f t e r the date of t e r m i n a t i o n of t h i s a g r e e m e n t w i t h i n w h i c h 28 
to sa lvage and r e m o v e U n i t E q u i p m e n t . 29 

18. 5 C e r t i f i c a t e of T e r m i n a t i o n . Upon t e r m i n a t i o n of t h i s a g r e e m e n t as 30 
p r o v i d e d i n e i t he r Sec t ion 18. 1 o r Sec t ion 18 .2 above, the Un i t O p e r a t o r s h a l l 31 
f i l e f o r r e c o r d i n Eddy County, New M e x i c o , a c e r t i f i c a t e ev idenc ing such 32 
t e r m i n a t i o n . 33 
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A R T I C L E 19 1 

E X E C U T I O N 2 

19. 1 Separate C o u n t e r p a r t s or R a t i f i c a t i o n s . T h i s ag reemen t m a y be 3 
executed i n any n u m b e r of c o u n t e r p a r t s and each executed c o u n t e r p a r t s h a l l 4 
have the same f o r c e and e f f e c t as an o r i g i n a l i n s t r u m e n t and as i f a l l of the 5 
p a r t i e s to the aggregate c o u n t e r p a r t s had s igned the same i n s t r u m e n t ; o r , m a y 6 
be r a t i f i e d by a separa te i n s t r u m e n t , i n w r i t i n g , r e f e r r i n g to th i s a g r e e m e n t . 7 
Each such r a t i f i c a t i o n s h a l l have the f o r c e and e f f e c t of an executed c o u n t e r p a r t 8 
h e r e o f and of adopt ing , by r e f e r e n c e , a l l of the p r o v i s i o n s h e r e o f . 9 

19. 2 J o i n d e r i n Dua l Capac i ty . E x e c u t i o n as h e r e i n p r o v i d e d by any 10 
p a r t y as e i t he r a W o r k i n g I n t e r e s t Owner o r a R o y a l t y Owner s h a l l c o m m i t 11 
a l l i n t e r e s t s that m a y be owned or c o n t r o l l e d by such p a r t y . 12 

A R T I C L E 20 13 

G E N E R A L 14 

20. 1 A m e n d m e n t s A f f e c t i n g W o r k i n g I n t e r e s t O w n e r s . A m e n d m e n t s 15 
h e r e t o r e l a t i n g w h o l l y to W o r k i n g I n t e r e s t O w n e r s m a y be made i f s igned by 16 
a l l W o r k i n g I n t e r e s t O w n e r s . 17 

20. 2 L i e n of U n i t O p e r a t o r . Un i t O p e r a t o r s h a l l have a l i e n upon the 18 
i n t e r e s t s of W o r k i n g I n t e r e s t Owners i n the U n i t A r e a to the extent p r o v i d e d 19 
i n the U n i t O p e r a t i n g A g r e e m e n t . 20 

I N WITNESS W H E R E O F , the p a r t i e s h e r e t o have executed t h i s a g r e e - 21 
m e n t on the dates opposi te t h e i r r e spec t i ve s i g n a t u r e s . 22 

W O R K I N G I N T E R E S T OWNERS 

A t t e s t - C o r p o r a t i o n 
Name Date Signed Wi tness - I n d i v i d u a l 

C A L I F O R N I A O I L C O M P A N Y 

By 
A t t o r n e y i n F a c t 

By 
A t t o r n e y i n F a c t 
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WORKING INTEREST OWNERS (Continued) 

Name Date Signed 
Attest - Corporat ion 
Witness - Individual 

KEWANEE OIL COMPANY ATTEST: 

By By 
Vice President Assistant Secretary 

PRODUCTION PAYMENT OR OTHER OWNERS 

Name Date Signed 
Attest - Corporat ion 
Witness - Individual 

CONTINENTAL ILLINOIS NATIONAL BANK 
AND TRUST COMPANY OF CHICAGO ATTEST: 

By By 

MARTH OIL COMPANY ATTEST: 

By By 

ROYALTY OWNERS 

Name Date Signed Witnes s 

-20-



STATE OF OKLAHOMA 

COUNTY OF TULSA 

) 
) 
) 

The f o r e g o i n g i n s t r u m e n t was acknowledged b e f o r e m e th i s day of 
, 1965, by J . M . H a r b i s o n , V i c e P r e s i d e n t of 

K E W A N E E O I L C O M P A N Y , a c o r p o r a t i o n , on behal f of sa id c o r p o r a t i o n . 

N o t a r y P u b l i c 

M y C o m m i s s i o n E x p i r e s : 

S T A T E O F ) 

) 
C O U N T Y O F ) 

The f o r e g o i n g i n s t r u m e n t was acknowledged b e f o r e m e th i s day of 
, 1965, by as A t t o r n e y i n F a c t 

on behal f of C A L I F O R N I A O I L C O M P A N Y , a c o r p o r a t i o n . 

N o t a r y P u b l i c 

M y C o m m i s s i o n E x p i r e s : 

S T A T E O F ) 

) 
C O U N T Y O F ) 

The f o r e g o i n g i n s t r u m e n t was acknowledged b e f o r e m e th i s day of 
, 1965, by as A t t o r n e y i n 

F a c t on behal f of C A L I F O R N I A O I L C O M P A N Y , a c o r p o r a t i o n . 

M y C o m m i s s i o n E x p i r e s : 
N o t a r y P u b l i c 



STATE OF 

COUNTY OF 

) 
) 
) 

The foregoing instrument was acknowledged before me this day 
of , 1965, by , 

President of CONTINENTAL ILLINOIS NATIONAL BANK AND TRUST 
COMPANY OF CHICAGO, a corporation, on behalf of said corporat ion. 

Notary Public 

M y Commission Expires : 

STATE OF ILLINOIS ) 
) SS 

COUNTY OF COOK ) 

I , the undersigned, a notary public in and fo r said County, in the State 
aforesaid, do hereby c e r t i f y that GERALD M A R T H , personally known to me to 
be the Sole General Partner of MARTH O I L CO. , a l i m i t e d partnership, whose 
name is subscribed to the foregoing instrument, appeared before me this day 
in person and acknowledged that he signed and delivered the said instrument 
as the f ree and voluntary act of said partnership, and as his f ree and voluntary 
act, fo r the uses and purposes therein set f o r t h . 

In Witness Whereof, I have set my hand and seal this day of 
, 1965. 

Notary Public 

M y Commission Expires : 



E X H I B I T A 

T O 

U N I T A G R E E M E N T 

A T O K A G R A Y B U R G U N I T 

E D D Y C O U N T Y , N E W M E X I C O 

T r a c t 
N u m b e r 

1 

2 

3 

4 

T r a c t O p e r a t o r 

Kewanee O i l Company 

Kewanee O i l Company 

Kewanee O i l Company 

Kewanee O i l Company 

Kewanee O i l Company 

D e s c r i p t i o n of A c r e a g e 
( A l l l o c a t e d i n T 18S, R 26E, 

Eddy County, New M e x i c o ) 

SW/4 N E / 4 Sec t ion 14 

N W / 4 Sect ion 13 and 
E / 2 N E / 4 Sec t ion 14 

N W / 4 S E / 4 Sec t ion 14 

N W / 4 S W / 4 Sec t ion 13 and 
N E / 4 S E / 4 Sect ion 14 

N E / 4 S W / 4 and N W / 4 S E / 4 
Sec t ion 13 

C a l i f o r n i a O i l Company W / 2 N E / 4 Sec t ion 13 

T r a c t 
P a r t i c i p a t i o n 

Percen tage 

1. 2556 

79 .6008 

0. 1288 

7 .5918 

0 .7920 

10.6310 

U N I T T O T A L 100.0000 
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