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UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION
OF THE
WEST VACUUM UNIT AREA
COUNTY OF LEA
STATE OF NEW MEXICO

THIS AGREEMENT =ntered into as of the first day of October, 1964,
by and between the parties subscribing, ratifying, or consenting hereto,
and herein referred to as the "parties hereto,"

WITNESSET Hs

WHEREAS, the parties hereto are the owners of working, royalty,

or other oil and gas interests in the Unilt Area subject to this agree-
ment; and

WHEREAS, the Commissioner of Public Lands of the State of New
Mexico is authorized by law (Volume 2, Chapter 7, Article 11, New Mexico
Statutes, 1953 Annotated) to consent to and approve the development or
operatlon of State lands under agreements made by lessees of State land
jointly or severally with other lessees where such agreements provide
for the unilt operation or development of part of or all of any oil or
gas pool, fileld or area; and

WHEREAS, the Commissioner of Public Lands of the State of New
Mexico 1s authorized by an Act of the Legislature (Sec. 1, Chap. 162,
Laws of 1951; Chap. 7, Art. 11, Sec. 41, N.M. Stats. 1953 Annot.) to
amend with the approval of lessee, evidenced by the lessee's execution
of such agreement or otherwise, any oil and gas lease embracing State
lands so that the length of the term of sald lease may coincide with
the term of such agreements for the unit operation and development of
part or all of any oll or gas pool, fileld or area; and

WHEREAS, the 01l Conservatlon Commission of the State of New
Mexico is authorized by law (Volume 9, Part 2, Chapter 65, Article 3,

New Mexico Statutes, 1953 Annotated) to approve this agreement and the
conservation provisions hereof; and

WHEREAS, the parties hereto hold sufficient interests in the West
Vacuum Unit Area covering land hereinafter described to give reasonably
effective control of operations therein; and

WHEREAS, it 1s the purpose of the parties hereto to enable in-
stitution and consummation of secondary recovery operations, to con-
serve natural resources, prevent waste and secure other benefits obtain-
able through development and operation of the area subject to this
agreement under the terms, conditions and limitations herein set forth.

NOW THEREFORE, in consideration of the premises and the promises
hereln contained, the parties hereto commit to this agreement their re-
spective interests in the "Unit Area" and the "Unitized Formation" lying

thereunder (as those terms are defined hereinafter) and agree severally
among themselves as follows:

1. ENABLING ACT AND REGULATIONS. The oil and gas operating re-
gulations In effect as of the effective date hereof governing drilling
and producing operaticns not inconsistent with the terms hereof or the
laws of the State of New Mexico are hereby accepted and made a part of
thls Agreement.

2. DEFINITIONS. For the purpose of this agreement, the follow-
ilng terms and expressions as used herein shall mean:

(a) "Commission" means the 0il Conservation Commission of
the State of New Mexico.

(b) "Commissioner" means the Commissioner of Public Lands
of the State of New Mexlco.



(¢) "Royalty Interest" or "Royalty" means an interest other
than a Working Interest 1in or right to receive a portion of the
Unitized Substances or the proceeds thereof and includes the roy-
alty lnterest reserved by the lessor by an o0ll and gas lease and
any overriding royalty interest, oll payment interest, net profits
contract, or any other payment or burden whilch does not carry with
it the right to search for and produce Unitized Substances.

(d) "Royalty Owner" means the owner of a Royalty Interest.

(e) "Tract" means each parcel of land described as such and
given a Tract number in Exhibit "B".

(f) "Tract Participation" means the percentage of Unitized

Substances allocated to a Tract under this agreement as shown in
Exhibit "B".

(g) "Unit Area" means the land shown on Exhibit "A", and
described by Tracts in Exhibit "B", containing 2,000 acres, more
or less.

(h) "Unit Operating Agreement” means any agreement or agree-
ments, whether one or more, entered into either separately or
collectively by and between the Unit Operator and the Working In-
terest Owners, as provided in Sectlon G, ACCOUNTING PROVISIONS
AND UNIT OPERATING AGREEMENT, and shall be styled "Unit Operating
Agreement for the Development and Operation of the West Vacuum
Unit Area, County of Lea, State of New Mexico."

(1) "Unit Participation” means the sum of all Tract Partici-
pations or portions thereof which a party is entitled to receive.

(J) "Unitized Formation" means that subsurface portion of
the Unit Area including portions of the Grayburg-San Andres for-
mations which occur between the logged depths, measured from the
kelly bushing, of 4213 feet and 4750 feet in the Texaco Inc. State
of New Mexico "V" Well No. 8 as shown on the Schlumberger Gamma-
Neutron log of sald well which 1s located 660 feet from the north
line and 660 feet from the west line of Section 34, Township 17-
South, Range 34 East, Lea County, New Mexico.

(k) "Unitized Substances" means all oil, gas, gaseous sub-
stances, sulphur contained 1in gas, condensate, distillate and
all assoclated and constituent liquid or liquefilable hydrocarbons
within or produced from the Unlitlzed Formation.

(1) "Working Interest" means an interest in Unitized Sub-
stances by virtue of a lease, operating agreement, fee title,
carried interest or otherwilse, which interest 1s chargeable with
and obligated to pay or bear, elther in cash or out of produc-
tion or otherwise, all or a portion of the cost of drilling,
developing, produclng and operating the Unitized Formation. Any
interest in Unitized Substances which is a Working Interest as
of the date the owner thereof executes or ratifies this agree-
ment shall thereafter be treated as a Working Interest for all
purposes of this agreement.

(m) "Working Interest Owner" means a party hereto who owns
a Working Interest. — - - e B B

(n) "Voting Interest". Each Working Interest Owner shall
have a voting interest equal to its Unit Participation which is
in effect at the time the vote is taken.
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(o) "Unit Operator" means the Working Interest Owner
designated by Worklng Interest QOwners under the Unlt Operating
Agreement to develop and operate the Unitized Formatlon, acting
as operator and not as a Working Interest Owner.

(p) "Unit Operations" means all operations conducted by
Working Interest Owners or Unit Operator pursuant to this agree-
ment and the Unit Operating Agreement for or on account of the
development and operation of the Unitized Formation for the pro-
duction of Unitized Substances.

(@) "Outside Substances” means all substances obtained
from any source other than the Unitized Formation and which are
injected 1nto the Unitized Formation.

(r) "011 and Gas Rights" means the right to explore, develop,
and operate lands wilthin the Unit Area for the production of Uni-
tized Substances, or to share in the production so obtained or the
proceeds therefrom.

(s) "Unit Equipment" means all personal property, lease and
well equipment, plants, and other facilitles and equipment taken
over or otherwise acquired for the joint account for use in Unit
Operations.

(t) "Unit Expense' means all cost, expense, or indebtedness
incurred by Working Interest Owners or Unit Operator pursuant to
this agreement and the Unlt Operating Agreement for or on account
of Unit Operations.

3. EXHIBITS. Attached hereto are the following exhibits which
are incorporated herein by reference:

Exhibit "A", which 1s a map that shows the boundary
lines of the Unit Area and the Tracts therein.

Exhibit "B", which is a schedule that describes each
Tract in the Unit Area and shows its Tract Participation.

3.1 Reference to Exhiblts. When reference herein is made
to an exhibit, the reference 1s to the Exhlblt as originally
attached or, 1f revised, to the latest revision.

3.2 Exhiblts Considered Correct. An exhlbit shall be con-
sidered to be correct until revised as herein provided.

3.3 Correcting Errors. The shapes and descriptlons of the
respective Tracts have been established by using the best in-
formation available. If 1t subsequently appears that any Tract,
because of dlverse royalty or working interest ownership on the
effective date hereof, should be divided into more than one Tract,
or that any mechanical miscalculation has been made, Unit Opera-
tor, with the approval of Working Interest Owners and the Commis-
sioner, may correct the mistake by revising the exhibits to
conform to the facts. The revision shall not include any re-
evaluation of engineering or geological interpretations used in
determining Tract Participation. Each such revision of an exhibit
shall be effective at 7:00 a.m. on the first day of the calendar
month next following the filing for record of the revised exhibit
or on such other date as may be determined by Working Interest
Owners and set forth 1n the revlsed exhibit.

3.4 Filing Revised Exhibits. If an exhibilt is revised pur-
suant to this agreement, Unit Operator shall certify and fille
the revised exhibit for record in Lea County, New Mexico, and
with the Commissloner.
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4, EXPANSION OF UNIT AREA. The Unit Area may be expanded to
include acreage reasonably proved to be productive upon such terms as
may be determined by Working Interest Owners including, but not limit-
ed to the following:

(a) 4The acreage shall qualify under a Section of
Article 14,

(b) The participation to be allocated to the acre-
age shall be rcasonable, fair and based on all available
infoimation.

(¢) Thers shall be no retroactive allocation or
adjustment of Unlt Expense or of 1interests 1n the Unitized
Substances produced or proceeds therefrom; however, this
limitation shall not prevent an adjustment of investment
by reason of the enlargement.

4.1 Determination of Tract Participation. Unit Operator,
subject to Section 13.1, shall determine the Tract Participation
of each Tract within the Unit Area as enlarged and shall revise
Exhibits "A" and "B" accordingly. If revision is effective as in
this section provided during Phase I, the number of barrels of
01l that shall determlne the duration of the remainder of Phase I
shall be the product of the number of barrels of oll that immedi-
ately prior to the effective date of such enlargement would have
determined the duration of the remalnder of Phase I and the ratilo
that the oil production used to determine the Phase I Participation
for all Tracts which qualify for inclusion within the Unit Area
as enlarged bears to the 01l production used to determine the Phase
I Participation for all Tracts within the Unit Area immediately
prior to the effective date of such enlargement.

4,2 Effective Date. The effective date of any enlargement
of the Unit Area shall be 7:00 a.m. on the first day of the calen-
dar month followlng compllance with conditions for enlargement as
specified by Working Interest Owners, approval by the Commissioner
and the Commission, and the filing for record of revised Exnibits
"A" and "B" in the records of Lea County, New Mexico.

5. UNITIZED LAND AND UNITIZED SUBSTANCES. All oil, gas, gaseous
substances, sulphur contalned in gas, condensate, distillate and all
assoclated and constituent liquid and liquefiable hydrocarbons in the
lands committed to this agreement are, as to the Grayburg-San Andres for-
mation. unitized under the terms of this agreement (and are herein called
"Uniti:ed Substances”) and said lands shall constitute lands referred to
hereilr as "unitized land" or "land subject to this agreement."

6. UNIT OFERATOR, Texaco Inc. 1s hereby designated as the Unit
Operator and by slignature hereto as Unit Operator agrees and consents
to accept the dutiles of Unit Operator for the 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 that capacity and not as an owner of interest in Unitized Sub-
stance=, and the term "Working Interest Owner" when used herein shall
include or refer to Unit Operator as the owner of a Working Interest
when such interest 1s owned by 1t. )

7. RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit Operator shall
have the right-to reslgn at any time, but such resignation shall-not -be-
come effective s0 a8 to release Unit Operator from the duties and obli-
gations 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 and the Com-
missioner and the Commission, and until all wells then drilled hereunder
are placed in satisfactory condition for suspension or abandonment, which-
ever 18 required by the 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
expiration of said perilod. 4

j‘?*i’\ 9 7.
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The resignation of Unit COperator shall not release Unit Operator
from any llability or default by 1t hereunder cccurring prior to the
effectlve date of i1ts resignation.

The Unit Operator may, upon default or fallure in the performance
of its dutles or obligations hereunder, be subject to removal by affirma-
tive vote of at least eighty per cent (80%) of the Voting Interest remain-
ing after excluding the voting interest of Unit Operator. Such removal
shall be effectilve upon notice thereof to the Commissioner.

In all such instarces of resignation or removal, untlil a successor
Unit Operator 1is selected and approved, as hereinafter provided, the
Working Interest Owners shall be jolntly responsible for the performance
of the dutles of Unit Operator and shall, not later than thirty (30) days
before such resignation or removal becomes effective, appoint a common
agent to represent them in any action to be taken hereunder.

The resignation or removal of Unlt Operator under this agreement
shall not terminate 1ts right, title or interest as the owner of a Work-
ing Interest or other interests in Unitlzed Substances, but upon the
resignatlon or removal of Unit Operator becoming effective, such Unit
Operator shall deliver possession of all equipment, materials, and appur-
tenances used 1n conducting the Unit Operatlions owned by the Working In-
terest Owners to the new duly qualified successor Unit Operator, or to
the owner thereof if no such new Unit Operator 1s elected, to be used
for the purpose of conducting Unlt Operations hereunder. Nothing here-
in shall be construed as authorizing removal of any material, equipment
and appurtenances needed for the preservation of any wells,

8. SUCCESSOR UNIT OPERATOR. Whenever the Unit Operator shall
tender his or 1ts resignation as Unit Operator, or shall be removed as
hereinabove provided, the Working Interest Owners shall, by affirmative
vote of at least seventy-five per cent (75%) of the Voting Interests,
gelect a successor Unilt Operator; provided, however, that should any
Working Interest Owner own a Votling Interest of more than twenty-five
per cent (25%), the vote of sald party shall not serve to disapprove
the selection of a new Unit Operator approved by 80 per cent (80%) or
more of the Voting Interests of the remaining Working Interest Owners
and provided, further, that the Unit Operator shall not vote to succeed
1tself and 1ts Voting Interest shall not be counted 1n a vote concerning
its removal as the Unit Operator. Such selection shall not become effec-
tive 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 Commissioner. If no successor Unit Operator
1s selected and qualified as herein provided, the Commisslioner may, at
hls electlon, declare this Unit Agreement terminated.

9. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT. All costs
and expenses incurred by Unlt Operator in conducting Unit Operations
hereunder shall be apportioned among, borne and pald by the Working In-
terest Owners, all in accordance with thilis agreement and the Unit Opera-
ting Agreement. The Unit Operating Agreement shall also provide the
manner in which the Working Interest Owners shall be entitled to recelve
thelr respective proportionate and allocated share of the beneflts acecru-
ing hereto in conformity with their underlylng operating agreements,
leases or other 1ndependent contracts and such other rights and obliga-
tions as between Unit Operator and the Working Interest Owners as they
may agree upon. However, the Unit Operating Agreement shall not be
deemed either to modify the terms .and conditilons of this Unlt Agreement
or to relleve the Unilt Operator of any right or obligation established
under this Unit Agreement; in case of any inconsistency or conflict be-
tween the Unit Agreement and the Unlit Operating Agreement, thilis agree-
ment shall prevail. One true copy of any Unit Operating Agreement shall
be flled with the Commlissioner.
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10. RIGHTS AND OBLIGATIONS OF UNIT QOPERATOR. Except as other-
wise specifically provided herein, the exclusive right, privilege, and
duty of exercising any and all rights of the parties hereto (including
surface rights) which are necessary or convenient for the prospecting
for, producing, storing, allocating, and distributing the Unitized
Substances, are hereby granted and delegated to and shall be exercised
by the Unit Operator as herein provided. Upon request therefor, accept-
able evidence of title to sald rights shall be deposited with said Unit
Operator and, together with this agreement, shall constitute and define
the rights, privileges and obligations of Unit Operator. Nothing here-
in, however, shall be construed to transfer title to any land, lease,
Royalty Interest, opercting agreement or communitization agreement, it
peling understood that under this agreement the Unit Operator, 1in its
capacity as Unit Operator, shall exercise the rights of possession and
use vested in the parties hereto only for the purposes herein specifiled.

10.1 Surface Damages. Working Interest Owners shall pay
the owner for damages to growlng crops, timber, fences, improve-
ments, and structures on the Unif Area that result from Unit
Operations in accordance with and as specified in the leases
subject to this czgreement,

11. EQUIPMENT AND FACILITIES NOT FIXTURES ATTACHED TO REALTY,.
All lease and well equipment, materials, and other facilities hereto-
fore or hereafter placed by any of the Working Interest Owners on the
lands covered hereby shall be deemed to be and shall remain personal
property belonging to and may be removed by the Workling Interest Owners
and is hereby excepted from the provlisions of this agreement. The
rights and interests therein as among Working Interest Owners are cov-
ered by the Unilt Operating Agreement.

12, PLAN OF FURTHER DEVELOPMENT AND OPERATION. It 1s recognized
and agreed by the parties hereto that the object and purpose of this
agreement 1s to formulate and to put into effect a secondary recovery
project 1n order to effect the optimum recovery of Unitized Substances,
prevent waste and conserve natural resources. The parties hereto agree
that the Unit Operator may, subject to the consent and approval of a
plan of operation by the Working Interest Owners, the Commissioner and
the Commission, inject into the Unitized Formation, through any well or
wells completed therein, brine, water, alr, gas, oll, liquefied petro-
leum gas, or any other substance or a comblnation of any of sald sub-
stances, whether produced from the Unitized Formatlon or not, and that
the location of input wells and the rates of injectlon therein and the
rate of production sha’l be governed by standards of good geologic and
petroleum englneering practices and conservation methods. This agree-
ment 1s and shall be subject to the conservation laws of the State of
New Mexico, to the wval:d rules, regulations and orders of the Commissioner
and the Commission and to all other applicable federal, state and mumici-
pal laws, rules, regulatlons, and orders. The parties hereto, subject to
prior rights, if any, grant to Unit Operator the use of brine or water or
both from any formation in and under the Unit Area for injection into the
Unitized Formation. After commencement of secondary operations, Unit
Operator shall furnish the Commissioner monthly injection and production
reports for each well In the Unlt Area. The Working Interest Owners and
the Commlssioner shall be furnished periodlc reports on the progress of
the plan of operation and any revisions or changes thereto necessary to
meet changed conditlons or to protect the interests of all parties to
this agreement; provided, however, that any major revisions of the plan
of operation involving a baslc deviation from the initial plan of opera-
tlon shall be subject o the consent and approval of the Working Interest
Owners, the Commissioner and the Commission.

13. PARTICIPATION. In Exhibit "B" attached hereto, there are
listed and numbered the various tracts within the Unit Area and set
forth opposite each tract 1s a figure whlich represents the percentage
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of particlipation allocated to each tract in the Unlt Area during Phase

I, and a figure which represents the percentage of particlpation allocated
to each Tract in the Unit Area during Phase II, sald Phase I and Phase II
being hereinafter defined:

(a) Phase I Participation. Beginning at 7:00 a.m. on
the effective date hereof and until 7:00 a.m. on the first
day of the month next following the date when the cumulative
01l production from the Unitized Formation underlying all of
the Tracts described in Exhibit "B" from and after December 1,
1963, equals 2,679,000 barrels as determined from the offi-
cial production reports filed with the 0il Conservation Com-
mission of New Mexlico, the Tract Participation of each Tract
shall be equal to one hundred per cent (100%) times the ratio
of barrels of oill produced from the Unitlized Formation under-
lying such Tract to the barrels of oll produced from the Uni-
tized Formation underlying all such Tracts during the period
from June 1, 1963 to December 1, 1963, as approved by the
Working Interest Owners and shown in Phase I of Exhibit "B".

(b) Phase II Participation. Beginning at 7:00 a.m. on
the first day of the month following the date when the
2,679,000 barrels referred to in Section 13(a) above shall
have been produced, the Tract Participation of each Tract
shall be equal to one hundred per cent (100%) times the ratio
of the ultirate primary oil production from the Unitized For-
mation underlying each such Tract to the ultimate primary oil
production from the Unitized Formation underlying all such
tracts, as approved by the Working Interest Owners and shown
in Phase II of Exhibit "B".

13.1 Relative Tract Participations. If the Unit Area 1s en-
larged or reducec, the revised Tract Participations of the Tracts
remalning in the Unlt Area and which were within the Unit Area
prior to the enlargement or reduction shall remain in the same
ratio one to another.

14, TRACTS QUALIFIED FOR PARTICIPATION. On and after the effec-
tive date hereof and untll the enlargement or reduction thereof, the
Unit Area shall be composed of the Tracts listed in Exhibit "B" that
corner or have a commor. boundary (Tracts separated only by a public high-
way or a rallroad right of way shall be considered to have a common bound-
ary) and that otherwise qualify as follows:

(a) Each Tract as to which Working Interest Owners own-
ing one hundred per cent (100%) of the Working Interest have
become parties to this agreement and as to which Royalty
Owners ownirg seventy-five per cent (75%) or more of the Roy-
alty Interest have become parties to this agreement.

(b) Each Tract as to which Working Interest Owners
owning one hundred per cent (100%) of the Working Interest
have become parties to this agreement and as to which Royalty
Owners owning less than seventy-five per cent (75%) of the
Royalty Interest have become parties fo this agreement, and
as to which (a) all Working Interest Owners in such Tract
have joined in a request for the incluslon of such Tract in
the Unit Area, and as to which (b) seventy-five per cent
(75%) of the combined voting interests of Working Interest
Owners in all Tracts that meet the requirements of Section
14(a) have voted in favor of the inclusion of such Tract.
For the purpose of this Section 14(b), the voting interest
of a Working Interest Owner shall be equal to the ratio that
its Phase I Unit Participation attributable to Tracts that
qualify under Section 14(a) bears to the total Phase I Unit
Participation of all Working Interest Owners attributable to
all Tracts that qualify under Section 14(a).
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(c) Each Tract as to which Working Interest Owners
owning less than one hundred per cent (100%) of the Working
Interest have become parties to this agreement regardless
of the percentage of Royalty Interest therein that 1is com-
mitted hereto; and as to which (a) the Working Interest
Owner who operates the Tract and all of the other Working
Interest Owners in such Tract who have become parties to
this agreement have Jjoined in a request for inclusion of
such Tract in the Unit Area, and have tendered or executed
and dellvered an indemnity agreement 1indemnifying and agree-
ing to hold harmless the other Working Interest Owners in
the Unit Area, theilr successors and assigns, against all
claims and demands that may be made by the owners of Work-
ing Interests 1in such Tract who are not parties to this
agreement and which arise out of the inclusion of the Tract
in the Unit Area; and as to which (b) seventy-five per cent
(75%) of the combined voting interest of Working Interest
Owners in a.l Tracts that meet the requlrements of Sections
14(a) and 14(b) have voted in favor of the inclusion of such
Tract and to accept the indemnify agreement. For the pur-
pose of this Section lu(c), the voting interest of each Work-
ing Interest Owner shall be equal to the ratlio that 1ts Phase
I Unit Participation attrlibutable to Tracts that qualilfy
under Sections 14(a) and 14(b) bears to the total Phase I
Unit Participation of all Working Interest Owners attribut-
able to all Tracts that qualify under Sections 14(a) and
14(b). Upon the inclusion of such a Tract in the Unit Area,
the Unit Participation that would have been attributed to
the non-subscribing owners of the Working Interest in such
Tract, had they become partles to this agreement and the
Unlt Operating Agreement, shall be attributed to the Work-
ing Interest Owners in such Tract who have become parties
to such agreements in proportion to thelr respective Working
Interests in the Tract.

14,1 Revislon of Exhibits. If any of the Tracts described
in original Exhibit "B" fall To qualify for 1nclusion in the Unit
Area, Unit Opera~or shall recompute, using the original basis of
computation, the Tract Partlclpation of each of the qualifying
Tracts and shall revise Exhibits "A" and "B" accordingly. The re-
vised exhibits shall be effective as of the effective date hereof
and upon approval by the Commissioner. If revislon 1s effected
as provided in this seection, the 2,679,000 barrels, referred to
in Sections 13(a) and 13(b) hereof, shall be reduced to the pro-
duct of 2,679,000 and the ratlo that the oil production used to
determing the Phase I Participation for all Tracts which qualify
under this Article 14 bears to the oil production used to deter-
mine the Phase I Partlcipation for all Tracts described in original
Exhibit "B".

15. ALLOCATION OF UNITIZED SUBSTANCES. All Unitized Substances
produced and saved shall be allocated to the several tracts 1in accordance
with the respective Tract Participations effective during the period
that the Unitized Substances were produced. The amount of Unitized Sub-
stancvs allocated to each Tract, regardless of whether 1t 1s more or less
than the actual production of Unitized Substances from the well or wells,
if any, on such Tract, shall be deemed for all purposes to have been
produced from such traczt.

-15.1 Distribution Within Traets. -The Unitized Substances
allocated to each Tract shall be distributed among, or accounted
for to, the parties entitled to share in the production from such
Tract in the same manner, in the same proportions, and upon the
same conditions as they would have participated and shared in the
production from such Tract, or in the proceeds therefrom, had
this agreement not been entered into and with the same legal
effect. If any 011 and Gas Rights in a Tract hereafter become
divided and owned in severalty as to different parts of the Tract,
the owners of the dlvided interests, in the absence of an agree-
ment providing for a different division, shall share in the Uni-
tized Substances allocated to the Tract, or in the proceeds there-
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from, in proportion to the surface acreage of thair respective
parts of the Tract.

If the participation of any 01l and Gas Rights 1in Unitized
Substances depencs on the average production per well or the
average pipeline runs per well on any Tract for any specified
period, such average per-well production or such average per-
well pipeline rurs shall be determined from and after the effec-
tive date hereof by dividing the production of Unitized Sub-
stances allocatec to such Tract by the number of wells located
thereon which are completed 1n the Unitized Formation as of the
effective date hereof plus the number of wells thereafter com-
pleted therein that are capable of producing Unitized Substances.

15,2 Taking Unitized Substances in Kind., The Unitized
Substances allocated to each Tract shall be delivered in kind
to the respective parties entitled thereto by virtue of the
ownership of 0il and Gas Rlghts therein or by purchase from such
owners. Such parties shall have the right to construct, main-
tain, and operate within the Unit Area all necessary facilitiles
for that purpose, provided that they are so constructed, maintain-
ed, and operated as not to interfere with Unit Operations. Any
extra expenditures incurred by Unit Operator by reason of the
delivery in kind of any portion of the Unitized Substances shall
be borne by the receiving party. If a Royalty Owner has the
right to take in kind a share of Unlitized Substances and fails
to do so, the Working Interest Owner whose Worklng Interest is
subjJect to such Hoyalty Interest shall be entltled to take in
kind such share of the Unitlized Substances.

15.3 PFallure to Take in Kind. If any party fails to take
in kind or separately dispose of 1ts share of Unitized Substances
Unit Operator shell have the right, for the time being and sub-
ject to revocation at wlll by the party owning the share, to pur-
chase for its own account or sell to others such share at not
less than the market price prevalling in the area and not less
than the price Unit Operator receives for 1its share of Unitized
Substances; provided that all contracts of sale by Unit Operator
of any other party's share of Unitized Substances shall be only
for such reasonable periods of time as are consistent with the
minimum needs of the industry under the c¢lrcumstances, but 1n no
event shall any such contract be for a period 1n excess of one
year. The proceeds of the Unitized Substances so disposed of by
Unit Operator shall be paild to a payee who shall dlistrilbute such
proceeds to the parties entitled thereto, such payee being the
Working Interest Owners of each affected Tract or a party desig-
nated by such Working Interest Owners under an agreement between
such party and such Working Interest Owners., Notwithstanding
the foregoing, Unit Operator shall not make a sale into inter-
state commerce of any other party's share of gas production with-
out first giving such other party sixty (60) days notice of such
Intended sale.

15.4 Royalty on Outside Substances. If gas obtained from
lands or formations not subject to this agreement 1s introduced
into the Unitized Formatlion for use in pressure malntenance,
stimulation of productlion, or increasing ultimate recovery, which
shall be 1in conformify with a plan first approved by the Commis-
sioner, a- like amount of gas, less appropriate deductions for loss
from any cause, mav be withdrawn from the formation into which the
gas was introduced royalty free as to dry gas but not as to the
products extracted therefrom; provided that sucn withdrawal shall
be pursuant to such conditions and formulas as may be prescribed
or approved by the Commlissioner as conforming to good petroleum
englineering practice; and provided further that such right of
witndrawal shall terminate on the termination of this agreement.

-9-
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If liquefled petroleum gases obtalned from lands or forma.
tions not subject to this agreement be injected into the Unitilized
Formation for the purpose of 1lncreasing ultimate recovery, which
shall be in conformance wilth a plan flrst approved by the Commis-
sioner, part or all of such llquefled petroleum gases may be with-
drawn royalty free pursuant to such conditions and formulas as
may be prescribed or approved by the Commissioner.

15.5 Use of Unitlzed Substances, Working Interest Owners
may use as much of the Unitlized Substances as they deem necessary
for Unit Operations including, but not limited to, the injection
thereof into the Unitlzed Formation.

15.6 Royalty Payments. No royalty, overriding royalty,
production, or other payments shall be payable upon, or with re-
spect to, Unitized Substances used or consumed 1n Unit Operations,
or which otherwise may be lost or consumed in the production,

handling, treating, transportation, or storing of Unitized Sub-
stances.

16. BALANCING OF PRODUCTION. Unit Operator shall gauge all lease
and other tanks within the Unit Area to ascertain the amount of merchant-
able oll produced from the Unitized Formation in such tanks, above the
plpe line connectlons, as of 7:00 a.m. on the effective date hereof. The
oil that 1s a part of the prior allowable of the wells from which 1t was
produced shall remaln the property of the parties entitled thereto the
same as if the Unit hac not been formed. Any such oll not promptly re-
moved may be s0ld by the Unlt Operator for the account of the parties
entltled thereto, subject to the payment of all royalties, overriding
royaltles, productlon payments, and all other payments under the provi-
sions of the appllcable lease or other contracts. The oll that 1s in
excess of the prior allowable of the wells from which 1t was produced

shall be regarded as Uritlzed Substances produced after effective date
hereof.

16.1 Overproduction. If, as of the effective date hereof,
any Tract 1s overproduced with respect to the allowable of the wells on
that Tract and the amount of overproductlon has been sold or otherwlse
disposed of, such overproductlion shall be regarded as a part of the
Unitlized Substances prcduced after the effective date hereof and shall
be charged to such Tract as having been dellvered to the partles entitled
to Unitized Substances allocated to such Tract.

17. ROYALTY SETTLEMENT. Any party receiving in kind or separately
disposing of all or part of the Unitized Substances allocated to any Tract
or recelving the proceeds therefrom shall be responsible for the payment
thereof to the persons entitled thereto, and shall indemnify all partles
hereto, including Unit Operator, against any liabillity for all royalties,
overriding royaltlies, production payments and all other payments charge-

able against or payable out of such Unitized Substances or the proceeds
therefrom.

18. RENTAL SETTLEMENT. Rentals due on leases committed hereto
shall be pald by Working Interest Owners responsible therefor under
exlsting contracts, laws and regulations; provided that nothing hereiln
contalned shall operate to relleve the lessees of any land from their
respective lease obligations for the payment of any rental due under
thelir leases. Rental for lands of the State of New Mexico subject to
this agreement shall be pald at the rate speclified iIn the respective
leases from the State of New Mexico. S T -

19. CONSERVATION. Operations hereunder and production of Uni-
tized Substances shall be conducted so as to provide for the most
economical and efflcient recovery of such substances to prevent waste
as defined by State laws or regulations.

-10-
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20. DRAINAGE. Unit Operator shall take appropriate and adequate
measures to prevent drainage of Unitized Substances from the committed
Tract by wells on land not subject to this agreement, or, with consent
of the Commissioner and pursuant to applicable regulations, pay a fair
and reasonable compensatory royalty as determined by the Commissioner.

21. LEASES AND CCNTRACTS CONFORMED AND EXTENDED. The terms,
conditions and provisions of all leases, subleases, and other confracts
relating to exploration, drilling, development, or operation for oil,
gas, gaseous substances, sulphur contalned in gas, condensate, distillate
and all associated and constituent liquid or liquefiable hydrocarbons in
and under lands committed to this agreement are hereby expressly modified
and amended to the extent necessary to make the same conform to the pro-
visions hereof, but otherwise to remain in full force and effect; and
the partles hereto herety consent that the Commissioner as to State leases,
by his approval hereof cr by the approval by his duly authorized represen-
tative, does hereby establish, alter, change or revoke the drilling, pro-
ducing, rental, minimum royalty and royalty requirements of State leases
committed hereto and the regulations in respect thereto to conform said
requirements to the provisions of thls agreement, and without limiting
the generality of the fcregoing, all leases, subleases, and contracts are
partlcularly modified ir. accordance with the following:

(a) The development and operation of lands subject to this
agreement under the terms hereof shall be deemed full performance
of all obligations for development and operation with respect to
each and every part or separately owned Tract committed to this
agreement, regardless of whether there 1s any development of any
particular part of or Tract of unitized land, notwithstanding any-
thing to the contrary in any lease, operating agreement, or other
contract by and between the parties hereto, or thelr respective
predecessors in interest, or any of them.

(b) Drilling and producing operations performed hereunder
upon any Tract of unitized land will be accepted and deemed to
be performed upon and for the beneflt of each and every Tract of
unitized land, and no lease shall be deemed to expire by reason
of fallure to drill or produce wells situated on the land there-
in embraced.

(¢c) Suspension of drilling or producing operations on all -
unitized lands pursuant to direction or consent of the Commis-
sioner shall be deemed to constitute such suspension pursuant to

such directlon or consent as to each and every Tract of unitized
land. .

ploration, drilling, development, or operation for oil, gas, gas-
eous substances, sulphur contained in gas, condendate, distillate
and all associated and constituent liquid or liquefiable hydro-
carbons which by lts terms might explre prior to the termination
of thls agreement, 1s hereby extended beyond any such term so
provlided therein so that 1t shall be continued in full force and
effect for and during the term of this agreement.

(d) Each leezse, sublease, or contract relating to the ex- Q\

(e) Any lease embracing lands of the State of New Mexico
which is made subject to thils agreement shall contlnue 1in force
beyond the terms provided thereln as to the lands committed here-
to until the termination hereof.

(f) Any lease embracing lands of the State of New Mexico
having only a portion of its land committed hereto, shall be
segregated as to the portion committed and that portion not com-
mitted, and the terms of such lease shall apply separately as

-11-



to such segregated portions commencing as of the effective date
hereof., Notwithstanding any of the provislons of this agreement
to the contrary, any lease embracing lands of the State of New
Mexico having only a portion of its lands committed hereto shall
continue in full force and effect beyond the term provided there-
in as to all lands embraced in such lease (whether within or
without the Unit Area), (i) if and for so long as oil or gas
is capable of being produced in paying quantities from some part
of the lands embraced in such lease committed to this agreement;
or (ii) if and for so long as some part of the lands embraced
in such State lease are allocated Unitized Substances; or (iii)
if, at the expiration of the secondary term, the lessee or the
Unit Operator 1s then engaged in bona fide drilling or reworking
operatlons on some part of the lands embraced therein and for so
long as such operations are being diligently pursued, and 1if
fthey result 1in the productlion of oil or gas, sald lease shall
continue in full force and effect as to all the lands embraced
therein, as provided in (i) and (ii) above.

22. COVENANTS RUN WITH LAND. This agreement shall extend to,
be binding upon and inure to the benefit of the respective heirs,
devisees, legal representatives, successors, and assigns of the partiles

hereto, and shall constitute a covenant running with the lands, leases,
and interests covered hereby.

22.1 Notice of Transfer. Any conveyance of all or any
part of any interest owned by any party hereto with respect to
any Tract shall be made expressly subject to this agreement.

No change of title shall be binding on the Unit Operator, or
upon any party hereto other than the party so transferring, un-
til the first day of the calendar month next succeedling the date
of recelpt by Unilt Operator of a photocopy or a certified copy
of the recorded instrument evidencing such change in ownership.

22.2 Walver of Rights to Partition. Each party hereto
covenants that, during the existence of this agreement, it will
not resort to any action to partition the Unit Area or the Unit
Equipment, and to that extent walves the benefits of all laws
authorizing such partition.

23. EFFECTIVE DATE AND TERM. This agreement shall become bind-
ing upon each party as of the date such party signs the instrument by
which it becomes a party hereto, and unless sooner terminated as pro-
vided in Section 23.1 shall become effectlve as to qualified Tracts at
the t me and date as determined by the Working Interest Owners in all
the c.alified Tracts, and set forth in a certificate filed for record
by Ur. t Operator in Lea County, New Mexico. The certificate shall
also _ecite the percentage of the Unit Area represented by the Tracts
qualified under Article 14 and the book and page in which a counterpart
of this agreement has been recorded. The certificate shall not be
filed until after the ffollowing requirements have been met:

(a) Tracts comprising seventy-five per cent (75%)
or more of the Unlt Area as shown on the origlnal Exhibit
"A" have qualified under the provisions of Article 14,

(b) At least one counterpart of this agreement has

been filled for record by Unit Operator in Lea County, New
Mexico.

(¢) ™hils agreement has been approved by the 01l
Conservation Commission of the State of New Mexico.

(d) This agreement has been approved by the Commis-
sioner of Public Lands of the State of New Mexico.

=12~
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23.1 Ipso Facto Termination. If the requirements above are
not accomplished on or before January 1, 1966, this agreement shall
ipso facto terminate on that date (hereinafter called "termination
date") and thereafter be of no further effect, unless prior there-
to Working Interest Owners owning a combined Unit Participation of
at least seventy-five per cent (75%) have become partles to this

agreement and at least seventy per cent (70%) of the combined voting

interests of such signatory parties have decided to extend the ter-
mination date for a period not to exceed twelve (12) months. If
the termination cate is so extended and the above requirements are
not accomplished on or before the extended termination date, this
agreement shall ipso facto terminate on the extended termination
date and thereafter be of no further effect. For the purpose of
this section, Unit Participation shall be as shown under Phase I

on the original Exhibit "C" attached to the Unit Operating Agreement.

23.2 Term. The term of this agreement shall be for the time
that Unitlzed Surstances are produced in paylng quantities and as
long thereafter as Unit Operations are conducted without a cessa-
tion of more than ninety (90) consecutive days unless sooner ter-
minated by Working Interest Owners in the manner herein provided.

23.3 Termination by Working Interest Owners. This agreement
may be termlnatec with approval of the Land Commissioner by Work-
ing Interest Owners having a comblned Unit Participation of at
least elghty per cent (80%), as shown in Phase II of Exhibit "¢"
attached to the Unlt Operating Agreement, whenever such Working
Interest Owners determine that Unit Operations are no longer pro-
fitable or feasitle and Unit Operator shall file an affldavit

stating such fact and the date thereof in the records of Lea County,

New Mexico.

23.4 Effect of Termination. Upon termination of this agree-
ment, the further development and operation of the Unitized Forma-
tion as a unit shall be abandoned, Unit Operations shall cease,
and thereafter the parties shall be governed by the provisions of
the leases and other Iinstruments affecting the separate Tracts.

23.5 Salvaging Equipment Upon Termination. If not otherwise
granted by the leases or other instruments affecting each Tract
unitized under thrls agreement, Royalty Owners hereby grant Working
Interest Owners a period of six (6) months after the date of ter-
mination of thls agreement wlthin which to salvage and remove Unit
Equipment.

24, APPEARANCES. Unit Operator shall, after notice to other par-
ties affected, have the right to appear for or on behalf of any and all
interests affected herety before the Commission and to appeal from orders
1ssued under the regulatlons of said Commission or to apply for relilef
from any of said regulations or in any proceedings relative to operations
before the Commission, or other legally constltuted authority; provided
however, that any other interested party shall also have the right at
his or 1ts own expense to be heard in any such proceeding.

25. NOTICES. All notices, demands, objections, or statements
required hereunder to be given or rendered to the parties hereto shall
be deemed fully given 1f made in writing and delivered to the party or
parties at thelr respectlve addresses set forth in connection with the
signatures hereto or to the ratification or consent hereof or to such
other address as any such party may have furnished in writing to party
sending the notlce, demand or statement.

26. NO WAIVER OF CERTAIN RIGHTS. Nothing in this agreement con-
tained shall be construed as a walver 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 of New Mexico, or regulations
issued thereunder 1n any way affecting such party, or as a waiver by
any such party of any right beyond his or its authority to walve.

-13-
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27. UNAVOIDABLE DELAY. All obligations imposed by this agree-
ment on each party, except for the payment of money, shall be suspended
while compliance is prevented, in whole or in part, by a strike, fire,
war, civil disturbance, act of God; by federal, state, or municipal
laws, by any rule, regulation, or order of a governmental agency; by
inability to secure materials; or by any other cause or causes beyond
reasonable control of the party. No party shall be required agalnst
1ts will to adjust or settle any labor dispute. Nelther thils agreement
nor any lease or other instrument subject hereto shall be terminated
by reason of suspenslon of Unit Operations due to any one or more of
the causes set forth in this Article,

28. L0OSS OF TITLE. If a Tract ceases to have sufficient Work-
ing Interest Owners or Royalty Owners committed to this agreement to
meet the conditions of Article 14 because of fallure of title of any
party hereto, such Tract shall be removed from the Unlt Area effective
as of the first day of the calendar month in which the fallure of title
is finally determined; however, the Tract shall not be removed from
the Unit Area if within ninety (90) days of the date of final deter-
mination of the failure of title the Tract requalifies under a Section
of Article 14, If a Tract should be removed as provided in this Sec-
tion while Unit Particlipation set forth in Column I of Exhibit "B" 1is
in effect, the 2,679,000 barrels of cumulative oll production stipulated
in Sections l3(a5 and 13(b) shall be adjusted by Unit Operator with
approval by Working Interest Owners,

28.1 Revislon of Exhibits. If a Tract 1s removed from the
Unit Area because of the fallure of title, Unit Operator, subject
to Section 13.1, shall recompute the Tract Participation of each
of the Tracts remaining in the Unlt Area and shall revise Exhibits
"A" and "B" accordingly. The revised exhibits shall be effective
as of the first day of the calendar month in which such failure of
title 1s flnally determined.

-~

28.2 Working Interest Titles. If title to a Working Inter-
est falls, the rights and obligations of Working Interest Owners
by reason of the faillure of title shall be governed by the Unit N
Operating Agreement.

e

3

28.3 Royalty Owner Titles. If title to a Royalty Interest
fails but the Tract to which 1t relates is not removed from the -
Unit Area, the party whose title falled shall not be entitled to
share hereunder with respect to such interest. qg

28.4 Production Where Title is in Dispute. If the title
or right of any party claimlng the right to receive in kind all
or any portion of the Unltized Substances allocated to a Tract
is 1in dispute, Unit Operator, at the discretion of Working In-
terest Owners, shall either:

(a) require that the party to whom such Unitized Sub-
stances are delivered, or to whom the proceeds therefrom are
palid, furnish security for the proper accounting therefor to
the rightful owner 1f the title or right of such party fails
in whole or in part, or

(b) withhold and market the portion of Unitized Sub-
stances with respect to which title or right 1s 1in dispute,
and lmpound the proceeds thereof until such time as the
‘title or right thereto is established by a final judgment -
of a court of competent jurisdiction or otherwise to the
satisfaction of Working Interest Owners, whereupon the pro-
ceeds so impounded shall be paid to the party rightfully
entitled thereto;

14—



(¢) notwithstanding any provisions contained herein
to the contrary, no payments of funds due the State of New
Mexico shall be withheld, but such funds shall be deposited
as directed by the Commissioner, to be held as unearned
money pending final settlement of the title dispute, and

then applied as earned or returned in accordance with such
final settlement.

29, NONJOINDER AND SUBSEQUENT JOINDER. After the effective date
of thls agreement, the commitment of any Interest in any Tract within
the Unit Area shall be upon such terms as may be negotiated by Working

Interest Owners and the owner of such interest and upon approval by the
Commissioner.

30. COUNTERPARTS. A person may become a party to this agreement
by signing the original of this instrument, a counterpart thereof, or
other instrument agreeing to be bound by the provisions hereof. The

signing of any such instrument shall have the same effect as 1if all the
parties had signed the same instrument.

30.1 Joinder in Dual Capacity. Executlion as herein pro-
vided by any party as elther a Working Interest Owner or a Royalty

Owner shall commit all interests that may be owned or controlled
by such party.

30.2 Commitment of State Lands by Lessee of Record. No
lease or portion thereof embracing lands of the State of New Mexico
shall be commltted hereto unless the original of this instrument,
a counterpart thereof or other instrument agreeing to be bound by
the provlisions hereof has been signed by the lessee of record who,
for the purposes of this provision, shall be the original lessee
or the assignee whose assignment was last approved by the Commis-
sioner as shown bty the records in the State Land Office.

31. TAXES, The owners of (1) the surface rights of lands within
the Unit Area, (2) the severed mineral or Royalty Interests in the lands,
and (3) the improvements located on the lands not utilized for Unit
Operations shall individually be responsible for the rendition and assess-
ment for ad valorem tax purposes of all such property and for the payment
of such taxes, except as otherwise provided in any contract or agreement
between such owners anc a Working Interest Owner. If any ad valorem
taxes are not paid by such Owner responslble therefor when due, Unit
Operator may, with approval of Working Interest Owners, at any time prior
to tax sale, or explration of period of redemption after tax sale, pay
the same, redeem such property and discharge such tax liens as may arise
through nonpayment. Any such payment shall be treated as an item of Unit
Expense. Unit Operator shall, i1f possible, withhold from any proceeds
derived from the sale of Unitlzed Substances otherwise due to any delin-
quent taxpayer or taxpayers an amount sufficlent to defray the costs of
such payment or redemption, such withholding to be credited to the jolint
account. Such withholding shall be without prejudice to any other remedy,

either at law or in equity, which may be available for exercise by the
Unit Operator or by the Working Interest Owners.

32. CONFLICT OF SUPERVISION. Neither the Unit Operator nor the
Working Interest Owners or any of them shall be subject to any forfeiture,
termination, or expiration of any rights hereunder or under any leases
or contracts subject hereto, or to any penalty or liablility 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, Working In-
terest Owners, or any of them are hindered, delayed or prevented from
complying therewith by reason of the failure of the Unit Operator to ob-
tain, in the exercise of due diligence, the concurrence of proper repre-
sentatives of the State of New Mexico in and about any matters or things
concerning which it 1s required herein that such concurrence be obtalned.
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The parties hereto, includling the Commission, agree that all powers
and authority vested in the Commission in and by any provislons of thils
contract are vested in the Commission and shall be exerclsed by it pur-
suant to the provisions of the laws of the State of New Mexico and
subject, in any case, to appeal or judiclal review as may now or here-
after be provided by the laws of the State of New Mexico,

33. NO PARTNERSHIP. The duties, obligations, and liabilities
of the parties hereto are intended to be several and not joint or
collective. This agreement is not intended to create, and shall not
be construed to create, an associatlion or trust, or to impose a part-
nership duty, obligation, or liability with regard to any one or more
of the parties hereto. Each party hereto shall be individually re-
sponsible for 1ts own obligations as herein provided.

33.1 No Sharing of Market. This agreement 1s not intended
to provide, and shall not be construed to provlide, directly or
indirectly, for any cooperative refining, Jjoint sale, or market-
ing of Unitized Substances.

34, DBORDER AGREEMENTS. Subject to the approval of the Commis-
sioner, the Unit Operator, with concurrence of sixty-five per cent
(65%) of the then Voting Interests of the Working Interest Owners, may
enter into a border protection agreement or agreements with the work-
ing interest owners of lands adjacent to the committed Tracts with
respect to the operations in the border area for the maximum ultimate

recovery, conservation purposes and proper protection of the partles
and interest.

IN WITNESS WHERECF, the partlies hereto have caused this agreement
to be executed as of the date flrst above written and have set opposite
their respective names the date of executlion and the address of each of
the respective executing parties.

TEXACO Inc.
Approved: UNIT OPERATOR AND WORKING INTEREST OWNER
Term T
Form
STATZ OF TEXAS
COUN_Y OF MIDLAND

The foregoing instrument was acknowledged before me this /7
day of odﬁf—év-’“é"‘/ s 19447, by oA ‘&"7 ’
Attorney-in-Fact for Texaco Inc., a Delaware corporation, on behalf of

sald corporation.

Notary Public in and for Midland

County, Texas,
My Commission Expires: BESS WAILACE

los. &7 ,

-16-
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CERTIFICATE OF APPROVAL

COMMISSIONER OF PUBLIC LANDS, STATE OF NEW MEXICO
WEST VACUUM UNIT
LEA COUNTY, NEW MEXICO
WATERFLOOD

EFFECTIVE JANUARY 1, 1966

There having been presented to the undersigned Commissioner of Public Lands
of the State of New Mexico for examination, the attached Agreement for the de-
velopment and operation of acreage which is described within the attached Agree-
ment, dated OCTOBER 14, 1964 , which has been executed, or is
to be executed by parties owning and holding 0il and gas leases and royalty in-
terests in and under the property described, and upon examination -of said Agree-
ment, the Commissioner finds:

(a) That such agreement will tend to promote the conservation
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.

(c) 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, THEREFORE, by virtue of the autaority 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, for the purpose of more properly conserving the oil and gas re-
sources of the State, do hereby consent to and approve the said Agreement, and
any leases embracing lands of the State of New Mexico within the area shall be
and the same are hereby amended to conform with the terms thereof, and shall
remain in full force and effect according to the terms and conditions of said
Agreement. This approval is subject to all of the provisions of the aforesaid
statutes.

IN WITNESS WHEREOF, tnis Certificate of Approval is executed, with seal

affixed, this 22 _day of __ DECEMBER , 19 65
L ey COMMISSIONER OF PUBLIC LANDS 7

of the State of New Mexico
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CERTIFICATE OF REVISION OF EXHIBITS

I
. e
TR L A

STATE OF NEW MEXICO [

{ KNOW ALL MEN BY THESE PRESENTS:
COUNTY QF LEA {

WHEREAS, certain operators and royalty owners have heretofore
entered into an agreement styled "Unit Agreement for the Development and
Operation of the Wes: Vacuum Unit Area, County of Lea, State of New Mexico,"
which had for its purpose the unitizing of the Grayburg -San Andres forma-
tion within the Vacuum Field and within the unit area described in said
agreement, which agreement, together with Exhibits A and B, was recorded in
Volume 250 at Page 234 of the Miscellaneous Records of Lea County, New Mexico;
and

WHEREAS, under the provisions of Article 3 of said agreement ex-
hibits may be revised to reflect correct ownership under said unit; and

WHEREAS, under the provisions of Article 3 of said agreement the
Unit Operator is required to file revised exhibits for record in Lea County,
New Mexico.

NOW THEREFORE, TEXACO Inc., a Delaware corporation, being desig-
nated Unit Operator in said agreement does certify and declare that Ex-
hibit B has been revised to show that Tract 16 of said agreement is hence-
forth under the following ownership:

Dalport 42,1875
Cactus Drilling Co. 25.0000
J.S. Hudnall 16.40625
Geo. W. Pirtle 16.40625

100.0000

Copy of said revised Exhibit B is attached hereto and made a part hereof,
said revision being effective November 1, 1966.

IN WITNESS WHEREOF, TEXACO Inc. has caused this certificate to
be executed this “4th day of October 1966.

TEXACO Inc.

APPROVED as to:

Terms 22% ffél%_ By
Form Attormey-in-Fact

M,
7Tv)

STATE OF TEXAS I §

X
COUNTY OF MIDLAND ¥

BEFORE ME, the undersigned authority, a Notary Public in and for
said County and State, on this day personally appeared W.C. Lenz
, Attormey-in-Fact for TEXACO Inc., known to me to
be—the person whose mname is—subscribed to—the foregoing imstrument, who -
acknowledged to me that he executed the same as the act and deed of the said
TEXACO Inc. for the purposes and consideration and in the capacity therein

- expressed.

T GIVEN UNDER MY HAND AND SEAL OF OFFICE this 24th day of
: vOctober , 1966. - P

R

Notary Public in and for Midland County,
Texas

TEJ-er

- oTH086
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FIRST REVISION - EFFECTIVE NOVEMBER 1, 1966

EXHIBIT "B"

T e v e A Rt

St HEDULE SHOWING THE PERCENTAGE AND KIND OF OWNERSHIP OF ALL IANDS IN THE
WEST VACUUM UNIT AREA, LEA COUNTY, NEW MEXICO

21

BIX 259 eace

R-34E

Serial Nu. ,

Description No. and Expira- Overriding Royalty or Percentage Unit
Tract of of tio:n Date Iessee of Production Payment Working Interest Participation
_No. __lard Acres IMMIwmpmm _____Record and Percentage and Percentage mspum I__ Phase II

1 8/2 N/ 80 B-1030-1 Texaco 0 Texaco 100.00000 H.owmqm 0.34397

Se0.28,T-17S HBP

R-34E

2 N/2 m:\n & 120 B-1431 BTA 0il Amerada 6.2500 Carlton Beal 24,9650 o mmwom 0.36400
SW/USW/4 Sec. HBP A.K.Trobaugh 24,9650 0.99909 0.36400
28,T17S,R34E M.I.Schwartz 0.800C 0.03202 0.01166
H.I.Schwartz 0.8000 0.03202 0.01166
H.D.Goldman 0.8o0c¢C 0.03202 0.01166
M.D.Goldman 0.8000 0.03202 0.01166
Ernst Wolff 12.0000 0.48024 0.17436
G.N. Frank & .0000 0.16008 0.05832
B.E. Alpern 8000 0.19210 0.06999
Jack Weinstein 3.2000 0.12806 0.04666
Herbert Winter 3.2000 0.12806 0.0L666
- G. P. Palma 1.6000 0.06403 0.02333
E.J. Horton 1.6000 0.06403 0.02333
F. T. Joyce 1.6000 0.06403 0.02333
Isaac Gordon 8.0000 0.32016 0.11664
H. H. Black 1.600C ¢.o6403 €.02333
R. B. Gordon 1.6000 0.06403 0.02333
R.A. Gordon 1.6000 0.06403 0.02333
W. 8. Nevin 0.7200 0.02881 0.01050
E. H. Palma 0.6000 ofompow o.oomqm

Winter,Wolff& Co__0.7500 0.03002 0.010
6.2500 100.0000 00198 Mlulmmmm
R w/2 Ni/b 80 B-8097 Marathon o Marathon 100.00000 1.65112 2.041A49

Sec.33,T17S, HBP .
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REFEvI

12

13

14

930410 -_¢

Serial No.
Codpia No. and Expira- Overriding Royalty or ‘ Percentage Unit
of of tion Dute Iessee of Production Payment Working Interest _Participation
_I'mnd_ Acres of lencc Recourd and Percentage and Percentage Phase T Phase II
E/2 Ni/b 80 B-7998 Marathon 0 Marathon 100.0000 3.08956 4.64939
Sec.33,T1T7S, HBP : ,
R34E !
NW/4 NE/4 ho E-1722 Cities Service 0 Cities Serv. 75.0000 1.27751
Sec¢.33,T17S, HBP 0il Company o
R34E v - Continental Continental 0.42584
. quouwm
Sw/4 NE/4 4o B-4118 Phillips O Phillips 100.0000 1.32642 1.64978
Sec.33,T17S, HBP
R34E
E/2 NE/4 80 B-1576 Sinclair 0 Sinclair 100.0000 1.67953 2.58441
Sec.33,T17S8, HBP .
R34E W
W/2 Sec.34 320 B-871-1 Texaco 0 Texaco 100.0000 mmfmmmgm 25.34241
T17S,R34E HBP
o o _ .
N/2NE/U&SW/4 120 B-1406-5 Sinclair Shell 12.5000 Sinclair 100.0000 2.,92477 5.23158
NE/4,Sec.3h, HBP Canadian |
T17S,R34E ~Exploration
SE/4 NE/b& ko B-1h06 Shell 0 Shell 100.0000 1.54640 2.34h72
Sec.34,T17S, HBP
R34E
N/2 SE/&4, 80 B-2341 Marathon 0 Marathon 100.0000 u?aqumu 6.73713
Sec.34,T17S, HBP |
RIUE !
SE/4 SE/4, ko B-3196 Continental 0 Continental 100.0000 5.83007 5.06367
Sec . 34,T17S, HBP : ,
R2E
£ 4 SE/b4, ho B-1030-1 Texaco 0 Texaco 100.0000 3.74546 K _.30692
M,,u.w:u-H.H.NMu : ~

R34E

HBP

\
L.
(-~
o -
t




Tract
No.

Description

15

L6

17

19

20

21

22

5/2 Sec., 33
117S, R34E

NF/4 NF/4 Sec,
5, i8S, R34K

v

NW/4 NW/4 Sec.
4, T18S, R3I4LE

NE/4 NW/4 and
NW/4 NE/4 Sec.
4, T18S, R34E

NE/4 NE/4 Sec.
4, T18S, R34E

NW/4 NW/4 Sec.
3, T18S, R34E

NE/4 NW/4 Sec.
3, T18S, R34E

SE/4 NW/4 Sec.
3, T18S, R34E

40,12

80 .58

40.46

40.53

40.56

40

Serial No.,
and Expira-
tion Date
of [ease

B-155-1
HBP

B-4118
HBP

B-10784
HBP

B-3936-1
HBP

B-11469-3
HBP

B-11469
HBP

B-3936-1
HBP

B-10784
HBP

230410~

Overriding Royalty or

Percentage Unit

Lessee of Production Payment Working Interest Participation
_Record and Percentage and Percentage Phase I Phase I1
Texacao 0 Texaco 100.0000 | 21.26245 18.27223
Phillips Phillip- 10.9375 Dalport 42,1875 0.36404 0.26112
Cactus prlg. 25,0000 . 0.21572 0.15474
J.S. Hudnall 16.40625 0.14157 0.10155
Geo. W. Pirtle 16.40625 0,14157 0.10155
100.0000 0.86290 0.61896
Pan Am Jerry Curtis 3.1250 Pan Am 100.0000 0.65834 0.56476
Martin Yates &
Lillie M., yates 3.1250
Pan American 6.2500
12.50Q0
Texaco 0 Texaco 100.0000 1.64706 1.18461
Pan Am Jerry Curtis 3.1250 Pan Am 100.0000 0.99116 0.56414
Martin Yates &
Lillie M. Yates 3.1250 |
Pan American 6.2500
12.5000
Gordon M. Pan American 5.468/5 G.M. Cone 100.0000 L. 14540 0.88230
Cone
Texaco 0 Texaco 100.0000 1.06909 1.88677
Dalport Pan American 10.9375 Dalport 0il 42,2916 0.42501 0.37734
G.W. Pirtle 8.8542 0.08898 0.07900
J.S. Hudnall 8.8542 0.08898 0.07900
W.L. Todd, Jr. 17.5000 0.17587 0.15614
W.L. Todd 12.5000 0.12562 0.11153
T.E. Todd 10.0000 0.10050 0.08923
100.0000 1.00496 0.89224

23

€
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230410-.«

Serial No.
Description No. and Explra- Overriding Royalty or Percentage Unit
Tract of of tion Date Iessee of Production Payment Working Interest lparticipation
No. Land Acres of lease Record and Percentage and Percentage Phase I Phase 11
23 NE/4 Sec.3 161.19 B-1446-1 Texaco 0 Texaco 100.0000 12.57905 10.76535
T18S,R34E HBP ,
24 NE/USE/4 ho B-10695 Gulf : 0 Gulf 100.0000 1.36701 0.91178
Sec.3,T18s, HBP
R34E ; , .
25346 100.0000 100.00000 100.00000
\MM \_ \N\ Nv ad b\,%
A
et |
o ) .

STATE OF NEW MEXICO
COUNTY OF LEA

1

. 0! . I
' .+...'..“U.\!W I,W-\V ,m4 — ——ﬁ—fU
£ W% 0CT 25 1966
S S AL N
g ... _C ﬂ.A w m ,.V.IW.M_.WUU. krv o'clock, Aﬂk M
Note: Unit contains all State acreage with a base royalty of 12.5 per cent. = Loz S Te :.w%.,__ in Dok 25 GF
N N\WJ» -La < —.:P.

»
-~

.

y"c - m.f) Riv ounty Clerk

... Ttriasact w. fd Tw.K,fn.(ﬁ \&KD Peputy.



EXHIBIT ''C"

ATTACHED TO UNIT OPERATING AGREEMENT. WEST VACUUM UNIT
LEA COUNTY, NEW MEXICO

Working Percentage Unit
Tract Interest in Participation
No. Working Interest (wner Tract (7 Phase I Phase II
1 Texaco Inc. 100.00000 1.01876 _ 0.34397
2 Carlton Beal 24.96500 .99909 .36400

Allen K. Trobaugh 24.96500
Maurice I. Schwartz . 80000
ferman H., Schwartz .80000
Harry D. Goldman .80000
Manuel D. Goldman .80000
.00000
.00000
.80000

.99909
.03202
.03202
.03202
.03202
.48024
.16008
.19210
.12806
.12806
.06403
.06403
.06403
.32016
.06403
.06403
.06403
.02881
.02401

.36400
.01166
.01166
.01166
.01166
.17496
.05832
.06999
.04666
.04666
.02333
.02333
.02333
.11664
.02333
.02333
.02333
.01050
.00875

16¢

0

0

0

0

Ernst Wolff 12

Gerald N. Frank 4

Bernard E. Alpern 4

Jack Weinstein 3.20000

Herbert Winter 3.20000

Guido P. Palma 1.60000

Edward J. Horton 1.60000

Frank T. Joyce 1.60000

Isaac Gordon 8.00000

harvey H. Black 1.60000

Richard B. Gordon 1.60000

Robert A. Gordon 1.60000

William S. Nevin 0.72000

Ellen H. Palma 0.60000
0
0

I leNoNoNoNoNoNoNoNoNoNoNoNeNoNoNoNolNoNolNe ol
HOOO QOO ODOOOOOOOOOOOOO0OO0OO0o

Winter, Wolff & Companvy .75000 .03002 .01094

100.00000 .00198 .45804

4 Marathon 0il Company 100.00000 1.65112 2.04149

5 Marathon 0il Company 100.00000 3.08956 4,64939

6 Cities Service 0il Company 75.00000 1.10440 1.27751

Continental 0il Company 25.00000 0.36813 0.42584

‘ 100.00000 1.47253 1.70335

7 Phillips Petroleum Company 100.00000 1.32642 1.64978

8 Sinclair 0il & Gas Company 100,00000 1.67953 2.58441

9 Texaco Inc. 100.00000 25.65245 25.34241

10 Sinclair 0il and Gas Company 100.00000 2.92477 5.23158
i1 Shell 0il Company 100.00000 1.54640 2.34472
12 Marathon 0il Company 100.00000 3.47353 6.73713
13 Continental 0il Company 100.00000 5.83007 5.06367
14 Texaco Inc. 100.00000 3.74546 4.30692
15 Texaco Inc. 100.00000 21.26245 18.27223
16 Dalport Q0il Corporation 42.18750 0.36404& 0.26112
The Cactus Drilling Company 25.00000 0.21572 0.15474

J.S. Hudnall 16.40625 0.14157 0.10155

George W. Pirtle 16.40625 0.14157 0.10155

100.00000 0.86290 0.61896

0iv0€0c

-



Working

Tract Interest in
0. Working Interest Owner Tract (%
7 Pan American Petroleum Corp. 100.00000
18 Texaco Inc. 100.00000
19 Pan American Petroleum Corp. 100.00000
20 G.M. Come 100.00000
21 Texaco Inc. 100.00000
22 Dalport 0il Corporation 42.29160

J.S. Hudnall 8.85420
George W. Pirtle 8.85420
W.L. Todd, Jr. 17.50000
W.L. Todd 12.50000
Thomas E. Todd 10.00000
100.00000
23 Texaco Inc. 100.00000
24 Gulf 0il Corporation 100.00000
SUMMARY
Bernard E. Alpern
Carlton Beal
Harvey H. Black
Cactus Drilling Company, The
- Cities Service 0il Company
G.M. Cone
Continental 0il Company
Dalport Qil Corporation:
Gerald N. Frank
Harry D. Goldman
Manuel D. Goldman
Isaac Gordan
Richard B. Gordon
Robert A. Gordon
Gulf 0il Corporation -
Edward J. forton _ . .
7~ J.S. Hudnall , R

Percentage Unit

- frank T. Joyce

Marathon 0il Company
William S. Nevin

Ellen H. Palma

Guida P. Palma

Pan American Petroleum Corp.
Phillips Petroleum Company
George W, Pirtle

Herman H. Schwartz

Maurice I. Schwartz

Shell 0il Company

Sinclair 0il & Gas Company
Texaco Inc. ——- - .
Thomas E. Todd

W.L. Todd

W.L. Todd, Jr.

Allen K. Trobaugh

Jack Weinstein

Herbert Winter

Winter, Wolff and Company
Ernst Wolff

R ROV SV

Participation
Phase T Phase IT
0.6583¢4 0.56476
1.64706 1.18461
0.99116 0.56414
1.14540 0.88230
1.06909 1.88677
0.42501 0.37734
0.08898 0.07900
0.08898 0.07500
0..7587 0.15614
0..2562 0.11153
0.10050 0.08923
1.00496 0.89224

12.57905 19.76535
-1.36701 0.91178
0.19210 0.06999
0.99909 0.36400
0.06403 0.02333
0.21572 0.15474
1.10440 1.27751
1.14540 0.88230
6.19820 3.48951
0.78905 0.63846
0.16008 0.05832
0.03202 0.01166
0.03202 0.01166
0.32016 0.11664
0.06403 0.02333
0.06403 0.02333
1.36701 0.91178
0.06403 0.02333
_0.23055 0.18055
0.06403 0.02333
8.21421 13.42801
0.02881 0.01050
0.02401 0.00875
0.06403 0.02333
1.64950 1.12890
1.32642 1.64978
0.23055 0.18055
0.03202 0.01166
0.03202 0.01166
1.54640 2.34472
4,.60430 7.81599
66.97432 —  62.10276
0.10050 0.08923
0.12562 0.11153
0.17587 0.15614
0.99909 0.36400
0.12806 0.04666
0.12806 0.04666
0.03002 0.01094
0.48024 0.17496

>-0T7v0€¢c

~



Working
Tract Interest in
No. Tract (%)

Percentage Unit
Participation

Jack Welnstein

Herbert Winter

Winter, Wolff and Company
Ernst Wolff

Phase T

0.12805
0, 12806
0.03002
0.48024

2nase -1

0.0L666
0.0L6E6
0.02084
0.17466

7-31v0838



COPIES OF LETTERS TO
WEST VACUUM UNIT
WORKING INTEREST OWNERS
WITH ATTACHED AMENDMENT TO

UNIT AGREEMENT

i

EXHIBIT NO. 3



July 23, 1991

230410 - West Vacuum Unit (TPI)
Lea County, New Mexico

Working Interest Owners

(See Attached List)

Ladies and Gentlemen:

On March 29, 1991 we mailed you an Amendment to the Unit Agreement for the West
Vacuum Unit Area providing for a corrected definition of the unitized formation (copy
attached). To date we have not received an executed Amendment from you.

All working interest owners must execute this Amendment prior to approval by the
Commissioner of Public Lands and the Oil Conservation Division of the State of New
Mexico.

Please execute the Amerdment and return to me as soon as possible. If you have any
questions please call me at (303) 793-4244.

Very truly yours,

TEXACO EXPLORATION AND PRODUCTION INC.

Ronald W. Lanning
West Region Landman

RWL

Enclosure



Anne Todd Barfield
P.O. Box 738
Wimberley, Texas 78676

Clifford Cone
P.O. Drawer 1629
Lovington, New Mexico 88260

Conoco, Inc.
P.O. Box 1959
Midland, Texas 79702

John A. Davis
2270 Santiago Rd.
Santa Barbara, California 93103

Janet Anne Lupia
247 Southwest Parkway, #312
Lewisville, Texas 75067

Ellwood Oil Company
Southwest Royalties, Inc.
407 N. Big Spring, Suite 300
Midland, Texas 79701

Georgia Lorraine Temple
P.O. Box 11392
Midland, Texas 79702

ADDRESS LIST

A.C. Castle
111 Bent Oak, Shavano Park
San Antonio, Texas 78231

Kenneth G. Cone
P.O. Box 11310
Midland, Texas 79702

Joel H. Davis
1015 Ten Mile Road
Everson, Washington 98247

Chevron USA Inc.
P.O. Box 1150
Midland, Texas 79702

Marathon Oil Company
P.O. Box 552
Midland, Texas 79702

Margaret T. Sherrill
313 Jemez Drive
Hobbs, New Mexico 88240

Tommy T. Todd
7912 Purdue
Dallas, Texas 75225



AN
NIY

March 29, 1991

230410 - West Vacuum Unit (23)
Lea Cou New Mexico

Working Interest Owners
(See Attached List)

Ladies and Gentlemen:

Enclosed for your execution is an Amendment to the Unit Agreement for the West Vacuum
Unit Area. This amendment provides for a corrected definition of the unitized formation.

When the unit went into effect, 23 of the wells contributed were completed outside of the
unitized formation as defined in the Unit Agreement. The reason for this is due in part to
the difficulty in correlating the San Andres formation between logs. In the type-log well the
defined base of the unitized formation is 150 feet below the top of the San Andres
formation, which was also the total depth of the well. Due to a thickening of the reservoir
on the unit, some wells are producing from the San Andres up to 150 feet below this point.
For the same reason other wells are producing from the Grayburg formation above the top
of the unitized formation as designated on the type log.

It is obvious that these additional depths were intended to be included in the unit. This
amendment provides for a corrected definition of the unitized formation and will better
serve as a basis for guiding future operation of the unit to obtain maximum recovery.

Please execute the enclosed amendment and return to me at your earliest convenience. All
working interest owners must execute this amendment prior to approval by the
Commissioner of Public Lands and the Oil Conservation Division of the State of New
Mexico. If you have any questions please cali me at (303) 793-4244.

Very truly yours,
TEXACO EXPLORATION AND PRODUCTION INC.

5 y ~

Ronald W. Lanning
West Region Landman

RWL

Enclosure



WEST VACUUM UNIT ADDRESS LIST

ARCO Oil & Gas Company
P.O. Box 1610
Midland, Texas 79702

Anne Todd Barfield
10639 Sandpiper
Dallas, Texas 75230

Bulldog Energy Corporation
P.O. Box 688
Artesia, New Mexico 88211

Clifford Cone
P.O. Drawer 1629
Lovington. New Mexico 88260

Estate of Kathleen Cone
P.O. Drawer 1509

—+ovimgtonrMew Mexico 88260

Tom R. Cone
P.O. Box 778
Jay, Oklahoma 74346

Lometa Hudnall Cox Trust No. 1

700 First Place
Tyler, Texas 75702

Charles H. Davis, Jr.
P.O. Box 906
Homer, Alaska 99603

Joel H. Davis
1015 Ten Mile Road
Everson, Washington 98247

The Esperanza Corporation
718 17th, Suite 808
Denver, Colorado 80202

J. S. Hudnall Estate
703 First Place
Tyler, Texas 75702

Cathie Cone Auvenshine
P.O. Box 33280-296
Austin. Texas 78764

BTA Oil Producers
104 South Pecos
Midland, Texas 79701

A. C. Castle
111 Bent Oak, Shavano Park
San Antonio, Texas 78231

Douglas L. Cone
P.O. Box 13612
Albuquerque, New Mexico 87192

Kenneth G. Cone
P.O. Box 11310
Midland, Texas 79702

Conoco, Inc.
P.O. Box 1959
Midland, Texas 79702

Dalport Oil Corp.
1401 Elm St., Suite 3471
Dallas, Texas 75202

Glenna Faye Davis
16601 Marquez Ave., #503
Pacific Palisades, California 90272

John A Davis
2270 Santiago Rd.
Santa Barbara, California 93103

Chevron USA Inc.
P.O. Box 1150
Midland, Texas 79702

Ogden Sharon Hudnall Trust No. 1
703 First Place .
Tyler, Texas 75702



Janet Anne Lupia
247 Southwest Parkway, #312
Lewisville, Texas 75067

OXY USA Inc.
P.O. Box 50250
Midland, Texas 79710

Robert S. Pirtle
P.O. Box 1310
Tyler, Texas 75710

Georgia Lorraine Temple
P.O. Box 11392
Midland, Texas 79702

Thomas E. Todd, Jr.
P.O. Box 338
Ruidoso, New Mexico 88345

Raymond L. Todd
1107 Shawnee Trail
Carrollton, Texas 75007

Headington Penn Corp.

7557 Rambler Road, Suite 1150

Dallas, Texas 75231

Marathon Oil Company
P.O. Box 552
Midland, Texas 79702

Phillips Petroleum Company
4001 Penbrook
Odessa, Texas 79762

Margaret T. Sherrill
313 Jemez Drive
Hobbs, New Mexico 88240

Harry L. Todd, Jr.
14017 Tanglewood Drive
Dallas, Texas 75234

W. L. Todd, Jr.
1401 Elm Street, Suite 3471
Dallas, Texas 75202

Tommy T. Todd
2928 Milton
Dallas, Texas 75205



AMENDMENT TO THE UNIT AGREEMENT
FOR THE
WEST VACUUM UNIT AREA
COUNTY OF LEA
STATE OF NEW MEXICO

THIS AGREEMENT is entered into as of the first day of March, 1991, by and

between the parties subscribing, ratifying, or consenting hereto, and herein referred to as
the "parties hereto,"

WITNESSETH:

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

WHEREAS, the Unit Agreement for the West Vacuum Unit Area is dated October
1, 1964, and is recorded at Volume 250, Page 234 of the Miscellaneous Records of Lea
County, New Mexico, and became effective January 1, 1966; and

WHEREAS, the Unit Agreement defines the unitized formation as follows:

"Unitized Formation" means that subsurface portion of the Unit
Area including portions of the Grayburg-San Andres formations
which occur between the logged depths, measured from the
kelly bushing, of 4213 feet and 4750 feet in the Texaco Inc.
State of New Mexico "V" Well No. 8 as shown on the
Schlumberger Gamma-Neutron log of said well which is located
660 feet from the north line and 660 feet from the west line of

Section 34, Township-17-South, Range-34-East, Lea County,
New Mexico.

WHEREAS, it is the purpose of the parties hereto to change the definition of the
unitized formation to more accurately reflect the unitized interval and serve as a basis for
guiding future operation of the unit to obtain maximum recovery.

NOW THEREFORE, in consideration of the premises and the promises contained
herein, the parties hereto amend the Unit Agreement for the West Vacuum Unit Area by
cnanging the definition of the unitized formation to read as follows:

"Unitized Formation" means that subsurface portion of the unit
area including portions of the Grayburg-San Andres formations
which occur between the logged depths, measured from the
derrick floor, of 4004 feet and 4774 feet in the Texaco



Exploration and Production Inc. West Vaccum Unit Well No.
13 as shown on the Halliburton Gamma Ray - Dual Spaced
Neutron log of said well which is located 330 feet from the
north line and 660 feet from the east line of Section 34,
Township-17-South, Range-34-East, Lea County, New Mexico.

A person may become a party to this agreement by signing the original of this
instrument, a counterpart thereof, or other instrument agreeing to be bound by the
provisions hereof. The signing of any such instrument shall have the same effect as if all
the parties hereto had signed the same instrument.

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

executed as of the date first above written.

TEXACO EXPLORATION AND PRODUCTION INC.

R. R. O'Dwyer
Attorney-in-F act

Company
By
Title
STATE OF §
COUNTY OF §
The foregoing instrument was acknowliedged before me this day of ,
1991, by : of

, a corporation,

on behalf of the corporation.

Notary Public in and for the State of




COPIES OF LETTERS

TO WORKING INTEREST OWNERS
WHO HAVE NOT EXECUTED

THE AMENDMENT AND COPY OF

LETTER TO THE STATE LAND OFFICE

EXHIBIT NO. 4



CAMPBELL, CARR, BERGE
8 SHERIDAN, pA.

LAWYERS

MICHAEL B8 CAMPEE_L JEFFERSON PLACET
Wi LLiAM F ARR
L C SUITE | - 110 NORTH GUADALUPE
BRADFCRD C 3ZRGE
VARK F SHERIDAN POST OFFICE BOX 2208
NLiAM B SLATTERY SANTA FE., NEW MEXICO §750.4-2208

TELERPHON - =4
SATRICIA A MATTHEWS E 1S0S) 988-as2)

MICHAEL B FEZLZTEWERT TELECOPIER {50S) 2983-50-3

RS SnLIEE March 11, 1992

CF COUNSEL

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Anne Todd Bartield
10639 Sandpiper
Dallas, Texas 75230

Re:  Application of Texaco Inc. tor Amendment of Division Order No. R-3007,
Lea County, New Mexico

Dear Ms Bartield:

This letter is to advise you that Texaco Inc. has filed the enclosed application with the
New Mexico Oil Conservation Division seeking Amendment of Division Order No. R-
3007 which approved the West Vacuum Unit, Lea County, New Mexico. The amendment
corrects the definition of "unitized formation” to include the entire producing interval in
the unit area.

This application has bzen set for hearing before a Division Examiner on April 2, 1992.
You are not required to attend this hearing, but as an interest owner in the unit area,
you may appear and present testimony. Failure to appear at that time or otherwise
become a party of record will preclude you from challenging this application at a later
date.

Parties appearing in cases have been requested by the Division (Memorandum 2-90) to
file a Prehearing Statement substantially in the form prescribed by the Division.
Prehearing statements should be filed by 4:00 o'clock p.m. on the Friday before a
scheduled hearing.

Very truly yours,

+

WILLIAM F. CARR
ATTORNEY FOR TEXACO INC.
WFC:mih

Enclosure



CAMPBELL, CARR, BERGE
8 SHERIDAN, p.a.

LAWYERS

MICHAEL B. CAMPBELL JEFFERSON PLACE
WILLIAM F CARR
SUITE t - 11O NORTH GUADALUPE
BRASFORD C BERGE

MARK F SHERICAN POST OFFICE BOX 22C8

WILLIAM P S_ATTERY SANTA FE. NEW MEXICO 87504-2208

e .
FATRICIA A MATTHEWS TELEPHONE (SOS) 988-442

MICHAEL W FELDEWERT TELECOPIER (S0OS) 2983-8€Ca3

SAGK M camPSELL March 11, 1992

CF CCUNSEL

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Clifford Cone
Post Office Drawer 1629
Lovington, NM 88260

Re:  Application of Texaco Inc. for Amendment of Division Order No. R-3007,
Lea County, New Mexico

Dear Mr. Cone:

This letter is to advise you that Texaco Inc. has filed the enclosed application with the
New Mexico Oil Conservation Division seeking Amendment of Division Order No. R-
3007 which approved tie West Vacuum Unit, Lea County, New Mexico. The amendment
corrects the definition of "unitized formation” to include the entire producing interval in
the unit area.

This application has been set for hearing before a Division Examiner on April 2, 1992.
You are not required to attend this hearing, but as an interest owner in the unit area,
you may appear and present testimony. Failure to appear at that time or otherwise
become a party of record will preclude you from challenging this application at a later
date.

Parties appearing in cases have been requested by the Division (Memorandum 2-90) to
file a Prehearing Statement substantially in the form prescribed by the Division.
Prehearing statements should be filed by 4:00 o’clock p.m. on the Friday before a
scheduled hearing.

Very truly yours,

WILLIAM F. CARR

ATTORNEY FOR TEXACO INC. o
WFC:mlh

Enclosure



CAMPBELL, CARR, BERGE
8 SHERIDAN, r.a

LAWYERS

MCHAEL B8 CAMPBELL LJEFFERSON PLACE
WILLIAM F CARR
ERADFCRD C BEZRGE

SUITE | - 11O NORTH GUADALUPE
°sCsST OFF sBOX 2
MARK F SHERIDAN OFFIcE B8O 2cs

WMILLIAM P SLATTERY SANTA FE, NEW MEXICO 87504-2208

TELEPHONE (S05) 988-442)
SaTRICIA A MATTHEWS

MICHAEL H FELSEWER - TELETOPIER (305) 983-6043

~ACK M CanMPBELL N/Iarch 11’ 1992

TF COUNSEL

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Kenneth G. Cone
Post Office Box 11310
Midland, Texas 79702

Re:  Applicanon of Texaco Inc. for Amendment of Division Order No. R-3007,
Lea County, New Mexico

Dear Mr. Cone:

This letter is to advise you that Texaco Inc. has filed the enclosed application with the
New Mexico Oil Conservation Division seeking Amendment of Division Order No. R-
3007 which approved the West Vacuum Unit, Lea County, New Mexico. The amendment
corrects the definition of "unitized formation" to include the entire producing interval in
the unit area.

This application has been set for hearing before a Division Examiner on April 2, 1992.
You are not required to attend this hearing, but as an interest owner in the unit area,
you may appear and present testimony. Failure to appear at that time or otherwise
become a party of record will preclude you from challenging this application at a later
date.

Parties appearing in cases have been requested by the Division (Memorandum 2-90) to
file a Prehearing Statement substantially in the form prescribed by the Division.
Prehearing statements should be filed by 4:00 o’clock p.m. on the Friday before a
scheduled hearing.

Very truly yours,

t

WILLIAM F. CARR
ATTORNEY FOR TEXACO INC.
WFC:milh

Enclosure



CAMPBELL, CARR, BERGE
8 SHERIDAN, r.a.

LAWYERS

MICHRAEL 8. CAMPBELL JEIFFERSON PLACE
TWiLLiaM F CARR
SUITE | - .10 NORTH G JADALLPE
2RACFORD & BEIRGE
VARK F SHERIDAN POST CFFICE BOX 22C8

NILLIAM P SLATTERY SANTA FE. NEW MEXICO 87504-2208

TZILEP 205} o -
SATRICIA A MATTHEWS - PNONE E05) e88-ea2

M CHAEL K FELOEWERT TELECOPIER :5035) ¢83-8043

JACK M CAMPBELL L\/IarCh 11, 1992

CF CCUNSEL

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Joel H. Davis
1015 Ten Mile Road
Everson, Washington 38247

Re:  Application ot Texaco Inc. for Amendment of Division Order No. R-3007,
Lea County, New Mexico

Dear Mr. Davis:

This letter 1s to advise you that Texaco Inc. has filed the enclosed application with the
New Mexico Oil Consarvation Division seeking Amendment of Division Order No. R-
3007 which approved the West Vacuum Unit, Lea County, New Mexico. The amendment
corrects the definition of "unitized tormation” to include the entire producing interval in
the unit area.

This application has been set for hearing before a Division Examiner on April 2, 1992.
You are not required to attend this hearing, but as an interest owner in the unit area,
you may appear and present testimony. Failure to appear at that time or otherwise
become a party of record will preclude you from challenging this application at a later
date.

Parties appearing in ceses have been requested by the Division (Memorandum 2-90) to
file a Prehearing Statement substantially in the form prescribed by the Division.
Prehearing statements should be filed by 4:00 o’clock p.m. on the Friday before a
scheduled hearing.

Very truly yours,

[}

-~

WILLIAM F. CARR
ATTORNEY FOR TEXACO INC.
WFC:mlh

Enclosure



CAMPBELL, CARR, BERGE
8 SHERIDAN, p.a.

LAWYERS
MICHAEL B. CAMPBE.LL SEFFERSON PLACE
w F. CTARR
TLLIAM SUITE 1 - 11O NCRTH GUARA._URPE
BRADFORD C BERGE
MARK F.SHERIDAN PCS3T CFT:CE BOX 2208
FOLLIAM P SLATTERY SANTA FE, NEW MEXICO 87504-2208

P ATRICIA A MATTHEWS TELEAHONE (505} 288-aa2]

MICHAEL H FELDEWERT TELECCPIER (3C5) 383-604a23

JACK M CAMPBELL March ]1, 1992

CF CTUNSE.L

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

John A. Davis
2270 Santiago Rd.
Santa Barbara, CA 95103

Re:  Application ot Texaco Inc. tor Amendment ot Division Order No. R-3007,
Lea Couaty, New Mexico

Dear Mr. Davis:

This letter is to advise you that Texaco Inc. has filed the enclosed application with the
New Mexico Oil Conservation Division seeking Amendment of Division Order No. R-
3007 which approved tae West Vacuum Unit, Lea County, New Mexico. The amendment
corrects the definition of "unitized formation” to include the entire producing interval in
the unit area.

This application has been set for hearing before a Division Examiner on April 2, 1992.
You are not required to attend this hearing, but as an interest owner in the unit area,
you may appear and present testimony. Failure to appear at that time or otherwise
become a party of record will preclude you from challenging this application at a later
date.

Parties appearing in cases have been requested by the Division (Memorandum 2-90) to
file a Prehearing Statement substantially in the form prescribed by the Division.
Prehearing statements should be filed by 4:00 o’clock p.m. on the Friday before a
scheduled hearing.

Very truly yours,

WILLIAM F. CARR /(
ATTORNEY FOR TEXACO INC.
WFC:mlh

Enclosure



CAMPBELL, CARR, BERGE
8 SHERIDAN, pr.A.

LAWYERS
MICHAEL B CAMPBELL JEFFERSON PLACE
WNiLLIAM F CARR SJITE | - 1'C NORTH GUADALUPE
BRADFCRD Z B3IRGE
o0sST OFrFiC
MARK F SHERIDAN o] OFFICE BOX 2208
N LLIAM P SLATTERY SANTA FE, NEW MEXICO 87504-2208
TELEPHCNE (505) 988-44az2;

SATRICIA A MATTHEWS
MICHAEL H. FELDEWERT TELECOPIER (S505) 983-6Q=23

sacn v canrec: March 11, 1992

CF COUNSEL

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Janet Anne Lupia
247 Southwest Parkway, #312
Lewisville, TX 75067

Re:  Application of Texaco Inc. for Amendment of Division Order No. R-3007,
Lea County, New Mexico

Dear Ms Lupia:

This letter is to advise you that Texaco Inc. has filed the enclosed application with the
New Mexico Oil Conservation Division seeking Amendment of Division Order No. R-
3007 which approved the West Vacuum Unit, Lea County, New Mexico. The amendment
corrects the definition of "unitized formation" to include the entire producing interval in
the unit area.

This application has been set for hearing before a Division Examiner on April 2, 1992.
You are not required to attend this hearing, but as an interest owner in the unit area,
you may appear and present testimony. Failure to appear at that time or otherwise
become a party of record will preclude you from challenging this application at a later
date.

Parties appearing in ccses have been requested by the Division (Memorandum 2-90) to
file a Prehearing Statement substantially in the form prescribed by the Division.
Prehearing statements should be filed by 4:00 o’clock p.m. on the Friday before a
scheduled hearing.

Viry truly yours,

WILLIAM F. CARR

ATTORNEY FOR TEXACO INC. -
WFC:mlh

Enclosure



CAMPBELL, CARR, BERGE
8 SHERIDAN, p.A.

LAWYERS

MICHAEL B. CAMPBELL JEFFERSON PLACE
WILLIAM F CARR
SUITE | - 110 NORTH GUADALUPE
BRACFORD C. BERGE
MARK F SHERIDAN POST OFFICE BCX 2208
WNILLIAM P SLATTERY SANTA FE, NEW MEXICO 87304-2208

TELE=H € = -
PATRICIA A MATTHEWS E2HONE (505! 288-aa2)

MICHAEL H FELDEWERT™ TELECOPIER (SOS5) 383-6C43

JACHK M CAMPBELL NIarCh 11, 1992

OF COUNSEL

CERTIFTIED MAIL
RETURN RECEIPT REQUESTED

Georgia Lorraine Temple
Post Office Box 11392
Midland, Texas 7970z

Re:  Application of Texaco Inc. for Amendment of Division Order No. R-3007,
Lea County, New Mexico

Dear Ms Temple:

This letter is to advise you that Texaco Inc. has filed the enclosed application with the
New Mexico Oil Conservation Division seeking Amendment of Division Order No. R-
3007 which approved the West Vacuum Unit, Lea County, New Mexico. The amendment
corrects the definition of "unitized formation" to include the entire producing interval in
the unit area.

This application has been set for hearing before a Division Examiner on April 2, 1992.
You are not required to attend this hearing, but as an interest owner in the unit area,
you may appear and present testimony. Failure to appear at that time or otherwise
become a party of record will preclude you from challenging this application at a later
date.

Parties appearing in cases have been requested by the Division (Memorandum 2-90) to
file a Prehearing Statement substantially in the form prescribed by the Division.
Prehearing statements should be filed by 4:00 o’clock p.m. on the Friday before a
scheduled hearing.

Very truly yours,
WILLIAM F. CARR
ATTORNEY FOR TEXACO INC.

WEFC:mlh
Enclosure



CAMPBELL, CARR, BERGE
& SHERIDAN, pr.A.

LAWYERS

MICHAEL B. CAMPBELL JEFFERSON PLACE
WIiLL 1AM F CARR SUITE f - 110 NORTH GUADALUJUPE
SRADFORD C BERGE
POST OF
MARK F SHERIDAN OFFICE BOX 2208
WILLIAM P. SLATTERY SANTA FE. NEW MEXICO 87504-2208

TELEPHONE: (505! 388-4421
PATRICIA A. MATTHEWS

MICHAEL H, FELDEWERT TELECOPRPIER (S505) 983-6043

~ACK M CAMPBELL MaI‘Ch 11’ 1992

QOF COUNSEL

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

New Mexico State Land Office
State Land Office Bui.ding
Post Office Box 1148

Santa Fe, New Mexico 87504
Attn: Floyd Prando

Re:  Application of Texaco Inc. for Amendment of Division Order No. R-3007,
Lea County, New Mexico

Gentlemen:

This letter is to advise you that Texaco Inc. has filed the enclosed application with the
New Mexico Oil Conservation Division seeking Amendment of Division Order No. R-
3007 which approved the West Vacuum Unit, Lea County, New Mexico. The amendment
corrects the definition of "unitized formation" to include the entire producing interval in
the unit area.

This application has been set for hearing before a Division Examiner on April 2, 1992.
You are not required to attend this hearing, but as an interest owner in the unit area,
you may appear and present testimony. Failure to appear at that time or otherwise
become a party of record will preclude you from challenging this application at a later
date.

Parties appearing in cases have been requested by the Division (Memorandum 2-90) to
file a Prehearing Statement substantially in the form prescribed by the Division.
Prehearing statements should be filed by 4:00 o’clock p.m. on the Friday before a
scheduled heanng.

truly yours,

WILLIAM F. CARR
ATTORNEY FOR TZ=XACO INC.
WEC:mlh
Enclosure
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EXHIBIT NO. 7

TEXACO

WEST VACUUM UNIT WELL NO. 13
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