
1 C U R T I S W. M E W B O U R N E 

C O N S U L T I N G P E T R O L E U M E N G I N E E R 

F I D E L I T Y U N I O N L I F E B U I L D I N G 

D A L L A S , T E X A S 7 S 2 0 1 

August 12, I9u 

New Ke::ico Oi l Conservation Cotmiission 
P.O. Box 2088 
Santa le, New Mexico 

Attention: Kr. D. S. Nutter, Chief Engineer 
Re: Ray Smith Drilling Company 

Shugart 18-Queen Unit 
Eddy County, Hew Mexico 

Gentleeen: 

Before the New Mexico Oil Conservation Commit*ton coses now Ray Smith Drilling Company 
for approval of the Shugart 18-Queen Unit, Eddy County, New Hexico and in support of its 
applicstion, includes the fallowing: 

1. Copy of the Unit Agreement. 
2. Certification by the United States Geological Survey. 
3. Logs of the proposed injection wells. 
4. A plat showing the location of the proposed injection wells 

and all other wells within the area. 

Operators have joined together to form the Shugart 18-Queen Unit for the purpose of con­
ducting secondary recovery operations by waterflooding. Ray Smith Drilling Company has 
been selected ss the Unit Operator. The zone to be waterflooded is the Queen Sand at an 
approximate depth of 3,000 feet. Fresh water will be purchased from the Double Eagle Corp. 
of New Mexico and will be injected at an estimated surface pressure of 700 psi. I t is 
anticipated that an average of 300 barrels per day will be injected. The following wells 
will be used as injection wells: 

This UnLt covers only the Queen Sand, as set out in Section 2, Paragraph "G" of the Unit 
Agreement. Formation of this Unit will facilitate secondary recovery. Support of this 
application will prevent waste and protect corelative rights. Ray Smith Drilling Com­
pany requests a hearing for: 

Ray Smith Drilling Company requests that this application be set before the Commission 
or one >f its examiners and that the Commission eater its Order, approving this appli­
cation. 

1. Ray Smith - Canfield Federal #1 
2. Ray Smith - Kenwood Federal #1 
3. Ray Smith - Kenwood Federal "A" #1 

1. Authorisation of Unit Agreement. 
2. Authorisation to inject water for secondary recovery. 

/ 

CWM: 
2nc. 



Ray Smith D r i l l i n g Co. 
Shugart 18-Queen U n i t 
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UNITED STATES 
DEPARTMENT OF THE INTERIOR 

GEOLOGICAL SURVEY 
W A S H I N G T O N . D.C. 20242 

fS> !E 811 !• E 
JUL 2 3 iSSo 

U. S. GEOLOGICAL SURVEY 
ROSWELL, NEW MEXICO 

JUL 2 51966 

Ray Smith D r i l l i n g Company 
3300 Republic Rational Bank Building 
Dallas, Texas 75201 

Gentlemen: 

On July 21, 1966, Arthur A. Baker, Acting Director of the Geological 
Survey, approved the Shugart l8 - Queen unit agreement, Eddy County, 
New Mexico, f i l e d by your company as unit operator. The agreement 
has been designated No. ll»~08-0001-8795, and i s effective as of 
August 1, 1966. 

Enclosed is one copy of the approved unit agreement for your records. 
We request that you furnish a l l interested principals with whatever 
evidence of this approval i s deemed appropriate. 

Sincerely yours, 

• For the Director 

Enclosure 



CERTIFICATION--DETERMINATION 

14-08-0001 87 95 
Pursuant to the authority vested i n the Secretary of I n t e r i o r , under 

the act approved February 25, 1920, 41 Stat. 437, as amended, 30 U. S. C. 

sees. 181, et seq., and delegated to the Director of the Geological Survey 

pursuant to Departmental Order No. 2365 of October 8, 1947, I do hereby: 

A. Approve the attached agreement for the development and operation 

of the Shugart 18-Queen Unit Area, State of New Mexico. 

B. C e r t i f y and determine that the un i t plan of development and 

operation contemplated i n the attached agreement is necessary and advisable 

i n the public interest f o r the purpose of more properly conserving the 

natural resources. 

C. C e r t i f y and determine that the d r i l l i n g , producing, r e n t a l , minimum 

roy a l t y , and royalty requirements of a l l Federal leases committed to said 

agreement are hereby established, altered, changed, or revoked to conform 

with the terms and conditions of t h i s agreement. 

JUL 2 11966 
Dated 

ACTING Director, United States Geological Survey 
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UNIT A G R E E M E N T 
SHUGART 18- QUEEN UNIT 
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UNIT AGREEMENT 
FOR THE DEVELOPMENT AND OPERATION OF THE 

SHUGART 18 - QUEEN UNIT 
EDDY COUNTY, NEW MEXICO 

THIS A G R E E M E N T , entered into as of the 1st day of November , 1965, 

by and between the par t ies subscr ib ing, r a t i f y i n g or consenting hereto, and 

he re in r e f e r r e d to as "par t ies hereto" , 

WITNESSETH: That, 

WHEREAS, the par t ies hereto are the owners of w o r k i n g , roya l ty or 

other o i l or gas in teres ts i n the land subject to this Agreement ; and 

WHEREAS, the O i l Conservat ion Commiss ion of the State of New Mex ico 

is authorized by law (Chap. 72, Laws of 1935, as amended by Chap. 193, 

Laws of 1937, Chap. 166, Laws of 1941, and Chap. 168, Laws of 1949) 

to approve this Agreement , and the conservat ion provis ions hereof; and 

WHEREAS, T H E M i n e r a l Leasing A c t of F e b r u a r y 25, 1920, (41 Stat. 

437, as amended, 30 U . S . C . Sections 181 et seq.) authorizes Fede ra l 

leessees and the i r representat ives to unite w i t h each other or j o i n t l y or 

separately w i t h others i n co l l ec t ive ly adopting and operating a cooperative 

or uni t plan of development or operat ion of any o i l or gas pool, f i e l d or l i ke 

area or any par t thereof f o r the purpose of m o r e p rope r ly conserving the 

na tu ra l resources thereof whenever de termined and c e r t i f i e d by the Secre ta ry 

of the I n t e r i o r to be necessary or advisable i n the public in te res t ; and 

WHEREAS, the par t ies hereto hold su f f i c i en t in teres ts i n the Shugart 1 8 -

Queen Uni t A r e a cover ing the land he re ina f t e r descr ibed to give reasonably e f f ec ­

t ive con t ro l of operat ion the re in ; and 

WHEREAS, i t is the purpose of the par t ies hereto, to enable in s t i t u t ion 

and consummation of secondary recovery operations, conserve na tu ra l r e ­

sources, prevent waste and secure the other benefi ts obtainable through deve­

lopment and operat ion of the area subject to th is Agreement under the t e r m s , 

conditions and l i m i t a t i o n s he re in set f o r t h . 

- 1 -



NOW THEREFORE, i n considerat ion of the premises and the promises 

here in contained, the part ies hereto commi t to this Agreement the i r ent i re 

respective interests i n the below defined Uni t Area , and agree severa l ly among 

themselves as f o l l o w s : 

SECTION 1. E N A B L I N G A C T AND- REGULATIONS: The M i n e r a l Leasing 

A c t of Februa ry 25, 1920, as amended, supra, and a l l va l id , pert inent regula­

t ions, including operating and unit plan regulat ions, here tofore issued the re ­

under and va l id , pert inent and reasonable regulations hereaf te r issued the re ­

under are accepted and made a par t of this Agreement as to Federa l lands, 

provided such regulations are not inconsistent w i t h the t e rms of this Agreement ; 

and as to non-Federa l lands, the o i l and gas operating regulations i n ef fect as 

of the effect ive date hereof governing d r i l l i n g and producing operations, not 

inconsistent w i t h the t e rms hereof or the laws of the State i n which the non-

Federa l land is located, are hereby accepted and made a par t of this Agreement . 

SECTION 2. UNIT A R E A AND DEFINITIONS: F o r the purpose of this 

Agreement , the fo l lowing t e r m s and expressions as used he re in shal l mean: 

(a) "Uni t A r e a " is defined as those lands specif ied on Exhib i t " A " 

hereof, and such land is hereby designated and recognized as consituting the 

Uni t A r e a ; the lands described in said Exhib i t " A " are described as f o l l o w s : 

Township 18 South, Range 30 East, N . M . P . M . 
Section 13: N 1/2 SE 1/4 

Township 18 South, Range 31 East, N . M . P . M . 
Section 18: lots 2, 3, 4, E 1/2 SW 1/4 

containing 264. 07 acres, more or less, i n Eddy 
County, New Mexico . 

(b) "Commiss ion" is defined as the O i l Conservation Commiss ion 

of the State of New Mex ico . 

(c) " D i r e c t o r " is defined as the D i r e c t o r of the United States Geolo­

g ica l Survey. 

(d) "Secretary" is defined as the Secretary of the Interior of the 

United States of A m e r i c a . 



(e) "Depar tment" is defined as the Depar tment of the I n t e r i o r of 

the United States of A m e r i c a . 

(f) "Superv isor" is defined as the O i l and Gas Supervisor , B ranch of 

O i l and Gas Operations of the Uni ted States Geological Survey. 

(g) "The Uni t i zed F o r m a t i o n " is defined as that p o r t i o n of the Queen 

Sand f o r m a t i o n wh ich is encountered between the depths of 3, 080 fee t and 3, 114 

fee t on the Gamma Ray-Neu t ron log of the Ray Smi th Kenwood-Federa l w e l l 

No. 3, located i n l o t 3 (NW 1/4 SW 1/4) Section 18, Township 18 South, Range 

31 East , N . M . P. M . , Eddy County, New Mexico , insofa r as the same l ies w i t h i n 

the Uni t A r e a , under lands commi t t ed to this Agreement . 

(h) " U n i t i z e d Substances" is defined as and sha l l mean a l l o i l , gas, 

gaseous substances, sulphur contained i n gas, condensate, d i s t i l l a t e and a l l 

associated and consti tuent l iqu ids or l iquef iab le hydrocarbons w i t h i n or p r o ­

duced f r o m the Uni t i zed F o r m a t i o n . 

(i) " W o r k i n g In te res t " is defined as the r i g h t to search f o r , produce 

and acquire Uni t i zed Substances whether held as an incident or ownership of 

m i n e r a l fee s imple t i t l e , under an o i l and gas lease, or o therwise held . 

( j ) " W o r k i n g In te res t Owner" is def ined as and shal l mean any pa r ty 

hereto owning a W o r k i n g In teres t , inc luding a c a r r i e d w o r k i n g in t e res t owner, 

holding an in t e res t i n Uni t i zed Substances by v i r t u e of a lease, operat ing agree­

ment , fee t i t l e or o therwise , which in te res t . ip chargeable w i t h and obl igated to 

pay or bear e i ther i n cash or out of p roduct ion , or o therwise , a l l o r a p o r t i o n 

of the cost of d r i l l i n g , developing and producing the Uni t i zed Substance f r o m 

the Uni t i zed F o r m a t i o n and operat ing hereof hereunder. 

(k) "Roya l ty In te res t" or "Roya l ty" is def ined as an in t e res t r e se rved 

by the lessor i n an o i l and gas lease. Spec i f i ca l ly defined as not being, a r o y a l t y 

in t e res t is a w o r k i n g in te res t , o v e r r i d i n g r o y a l t y in te res t , p roduc t ion payment 

in te res t , o r net p r o f i t s contract . 

(1) "Roya l ty Owner" is def ined as and shal l mean the owner of a Royal ty 

In te res t . 

- 3 -



(m) "Uni t Operat ing Agreement" is defined as and shal l mean any 

agreement or agreements (whether one or more ) entered into (separately or 

co l l ec t ive ly ) by and between the Uni t Operator and the Work ing In te res t Owners 

as provided in Section 10, i n f r a , and shal l be s tyled "Uni t Operat ing Agreement , 

Shugart 18 - Queen Uni t , Eddy County, New M e x i c o " . 

(n) "Paying Quant i t ies" is defined as product ion of Uni t i zed Substances 

i n quanti t ies su f f i c i en t to pay f o r the cost of producing same f r o m wel l s on the 

Uni t i zed land. 

(o) "Un i t Manager" i s defined as the person or co rpora t ion appointed 

by the W o r k i n g In te res t Owners to p e r f o r m the duties of the Un i t Operator u n t i l 

the select ion and qua l i f i c a t i on of a successor Uni t Operator as provided f o r i n 

Section 9 hereof . 

(p) " T r a c t " is defined as each parce l of land descr ibed as such and 

given a T r a c t number i n Exh ib i t " B " . 

(q) " T r a c t Pa r t i c i pa t i on" is defined as the percentages of Uni t i zed 

Substances al located hereunder to a T r a c t . The T r a c t Pa r t i c i pa t i on of the 

severa l T rac t s w i t h i n the Uni t A r e a is shown on Exh ib i t " B " attached here to . 

( r ) " T r a c t Cur ren t Produc t ion" is defined as the cumulat ive to ta l number 

of ba r r e l s of o i l produced f r o m the Uni t i zed F o r m a t i o n under such commi t t ed 

T r a c t dur ing the per iod f r o m August 1, 1964, to January 31 , 1965, inc lus ive ly , 

as o f f i c i a l l y repor ted to the Commiss ion . 

(s) "Unit A r e a Current Production" is defined as the total T r a c t Current 

Production of a l l Tract s within the Unit A r e a that are effectively committed to 

this Agreement in accordance with the provisions hereof. 

(t) "Tract A c r e - F e e t " is defined as the acre-feet of net pay within the 

Unitized Formation underlying such committed T r a c t as heretofore determined 

and agreed upon by the parties hereto. 

(u) "Unit A r e a A c r e - F e e t " is defined as the total T r a c t A c r e - F e e t of 

a l l Tract s within the Unit A r e a that are effectively committed to this Agreement 

in accordance with the provisions hereof. 



SECTION 3. E X H I B I T S : Exh ib i t " A " attached hereto is a map showing, 

to the extent known to the Uni t Operator , the Uni t A r e a and the boundaries 

and ident i ty of t rac t s and leases i n said Uni t A r e a . Exhib i t " B " attached hereto 

is a schedule showing, to the extent known to the Uni t Operator , the acreage 

compr i s ing each t r ac t , percentage ownership of each Work ing In te res t Owner 

i n each t r a c t , and the percentage of pa r t i c ipa t ion each t r a c t has i n the Uni t A r e a . 

However, nothing he re in or i n said schedule or map shal l be construed as a 

representa t ion by any par ty hereto as to the ownership of any in te res t other 

than such in te res t or in teres ts as are shown i n said map or schedule as owned 

by such pa r ty . Exhib i t s " A " and " B " sha l l be rev ised by the Un i t Operator when­

ever changes render such r e v i s i o n necessary, and not less than s ix copies thereof 

shal l be f i l e d w i t h the Supervisor . 

SECTION 4. EXPANSION: The above descr ibed Uni t A r e a may when 

prac t icable be expanded to include the re in any addi t ional t r a c t or t r ac t s regarded 

as reasonably necessary or advisable f o r the purposes of this Agreement . Such 

expansion shal l be effected i n the fo l l owing manner : 

(a) The Work ing In te res t Owner or Owners of a t r a c t or t r ac t s des i r ing 
to b r i n g such t r ac t or t rac t s into th is Uni t , sha l l f i l e an appl ica t ion the re fo r w i t h 
Un i t Operator requesting -such admiss ion . 

(b) Uni t Operator shal l c i rcu la te a notice to each Work ing In te res t Owner 
af fected by the proposed expansion, sett ing out the basis f o r admiss ion , the uni t 
pa r t i c ipa t ion to be assigned to such t r a c t or t r ac t s , and other per t inent data. A f t e r 
negotiat ion (at Work ing In te res t Owners ' meeting or otherwise) i f 90 percent of the 
Work ing In te res t Owners on the basis of unit pa r t i c ipa t ion have agreed to such t r a c t 
or t r ac t s being brought into the Uni t , then Uni t Operator sha l l : 

(1) A f t e r p r e l i m i n a r y concurrence by the D i r e c t o r , prepare a notice 
of proposed expansion descr ib ing the contemplated changes i n the boundaries of the 
Uni t A r e a , the reason the re fo r , the basis f o r admiss ion of the addi t ional t r a c t or 
t r ac t s , the uni t pa r t i c ipa t ion to be assigned thereto and the proposed e f fec t ive date 
thereof, p r e f e r ab ly the f i r s t day of the month subsequent to the date of not ice; and 

(2) D e l i v e r copies of said notice to the Supervisor , and each W o r k i n g 
In te res t Owner (ma i l ing copy of such notice to the last known address of each such 
Work ing In te res t Owner) and to each lessee and lessor whose in teres ts are af fected, 
advis ing such par t ies that t h i r t y (30) days w i l l be a l lowed f o r submiss ion to the U n i t 
Operator of any obiect ion to such proposed expansion; and 



(3) F i l e , upon the exp i ra t ion of said t h i r t y (30) day per iod as 
set out in (2) immedia te ly above and provided that objections of not more than 
10 percent of the Work ing In teres t Owners have been f i l e d thereto, w i t h the 
Supervisor the f o l l o w i n g : (a) Comprehensive statement as to m a i l i n g such 
notice of expansion; (b) A n appl ica t ion f o r such expansion; (c) A n ins t rument 
containing the appropria te jo inders i n compliance w i t h the pa r t i c ipa t ion r e ­
quirements of Section 14, i n f r a ; and (d) A copy of any objections rece ived . 

The expansion shal l , a f t e r due considerat ion of a l l per t inent i n f o r m a t i o n 

and upon approval by the D i r e c t o r , become ef fec t ive as of the date p re sc r ibed 

i n the notice thereof or on such other date as set by the D i r e c t o r i n the order 

or ins t rument approving such expansion. 

SECTION 5. CONTRACTION: When prac t icable , the Uni t A r e a sha l l be-

contracted to exclude land f r o m this Uni t Agreement whenever such con t rac t ion 

i s necessary or advisable to c o n f o r m w i t h the purposes of this Agreement . Such 

cont rac t ion shal l be effected i n the fo l lowing manner : 

(a) Uni t Operator , w i t h concurrence of at least 80 percent of the W o r k i n g 
In te res t Owners, on the basis of uni t pa r t i c ipa t ion and w i t h p r e l i m i n a r y concurrence 
of the D i r e c t o r , shal l prepare a notice of cont rac t ion descr ib ing the contemplated 
changes i n the boundaries of the Uni t A r e a , the reasons the re fo r , and the proposed 
ef fec t ive date thereof, p r e f e r ab ly the f i r s t day of a month subsequent to the date 
of not ice . 

(b) Said notice shal l be de l ivered to the Supervisor , and copies thereof 
ma i l ed to the last known address of each W o r k i n g In te res t Owner, lessee, and 
Royal ty Owner whose in teres ts are affected, advising that 30 days w i l l be a l lowed 
f o r submiss ion to the Uni t Operator of any object ions . 

(c) Upon exp i ra t ion of the 30 day per iod provided i n the preceding i t e m 
(b) hereof, Uni t Operator shal l f i l e w i t h the Supervisor , a comprehensive state­
ment as to the m a i l i n g of the notice of cont rac t ion and a copy of any objections 
thereto which have been f i l e d w i t h the Uni t Operator , together w i t h an appl ica t ion 
i n su f f i c i en t number, f o r approval of such cont rac t ion . 

(d) A f t e r due considerat ion of a l l per t inent i n f o r m a t i o n , the cont rac t ion , 
upon approval by the D i r e c t o r , shal l become ef fec t ive as of the date p re sc r ibed i n 
the notice thereof . 

• SECTION 6. U N I T I Z E D LANDS AND U N I T I Z E D SUBSTANCES: A l l land 

commi t t ed to th is Agreement as to the Uni t i zed F o r m a t i o n as he re to fo re defined, 

shal l constitute the land r e f e r r e d to he re in as "uni t ized land" or " land subject to 

th is Agreemen t" . A l l Uni t i zed Substances as here tofore defined, i n or produced 

f r o m the Uni t i zed F o r m a t i o n are hereby un i t i zed under the t e r m s of th is Agreement , 

together w i t h the per t inent surface r i gh t s . 

Nothing he re in shal l be construed to un i t ize , pool, or i n any way a f fec t the 

o i l , gas, and other mine ra l s contained i n or that may be produced f r o m any f o r ­

ma t ion other than the Uni t i zed F o r m a t i o n . 
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SECTION 7. U N I T OPERATOR: RAY S M I T H D R I L L I N G COMPANY, 

Dal las , Texas, is hereby designated as Uni t Operator , and by signing th is 

ins t rument as Uni t Operator i t agrees and consents to accept the duties and 

obligations of Uni t Operator f o r the operat ion, development and product ion 

of Uni t i zed Substances as he re in provided . Whenever reference is made 

he re in to the Uni t Operator , such reference means the Uni t Operator act ing 

i n that capacity and'not as an owner of in teres ts i n Uni t i zed Substances, and 

the t e r m " W o r k i n g In te res t Owner" when used he re in shal l include or r e f e r to 

Uni t Operator as the owner of a Work ing In te res t when such an in te res t is 

owned by i t . 

SECTION 8. RESIGNATION OR R E M O V A L OF UNIT OPERATOR: Uni t 

Operator shal l have the r igh t to res ign at any t i m e , but such res igna t ion s h a l l -

not become ef fec t ive so as to release Uni t Operator f r o m the duties and obl iga­

tions of Un i t Operator and te rmina te Uni t Opera tor ' s r ights as such f o r a pe r iod 

of s ix (6) months a f t e r w r i t t e n notice of in tent ion to res ign has been given by 

Uni t Operator to a l l Work ing In te res t Owners and the D i r e c t o r , unless a new 

Uni t Operator shal l have taken over and assumed the duties and obligations of 

Uni t Operator p r i o r to the exp i ra t ion of said pe r iod . 

The Uni t Operator may, upon default or f a i l u r e i n the per fo rmance of i t s 

duties or obligations hereunder, be subject to r e m o v a l by the a f f i r m a t i v e vote 

of the owners of 75 percent of the commi t ted Work ing In te res t (on the basis of 

Uni t par t ic ipa t ion) exclusive of the Work ing In te res t owned by the Uni t Opera tor . 

Such r e m o v a l shal l be e f fec t ive upon notice thereof to the D i r e c t o r . 

I n a l l such instances of res ignat ion or r emova l , u n t i l a successor to Un i t 

Operator is selected and approved as he re ina f t e r provided, the W o r k i n g In te res t 

Owners shal l be j o i n t l y responsible 



f o r the per fo rmance of the duties of the Uni t Operator and shal l , not l a te r 

than t h i r t y (30) days before such res ignat ion or r emova l becomes e f fec t ive , 

appoint a Uni t Manager to represent them i n any act ion to be taken hereunder . 

The res ignat ion or r e m o v a l of Uni t Operator under this Agreement shal l 

not t e rmina te i t s r igh t , t i t l e or in te res t as the owner of a W o r k i n g In te res t or 

other in te res t i n Uni t i zed Substances, but upon the res ignat ion or r e m o v a l of 

U n i t Operator becoming e f fec t ive , such Uni t Operator shal l de l ive r possession 

of a l l we l l s , equipment, books, and records , ma te r i a l s , appurtenances and any 

other assets, used i n conducting the Uni t operations and owned by the Work ing 

In te res t Owners ( including any and a l l data and i n f o r m a t i o n which i t might have 

gained or assembled by reason of i t s operat ion of the Uni t A r e a ) to the new duly 

qua l i f i ed successor Uni t Operator or to the Uni t Manager i f no such new Uni t 

Operator is elected, to be used f o r the purpose of conducting Uni t operations 

hereunder . Nothing he re in shal l be construed as author iz ing r e m o v a l of any 

m a t e r i a l , equipment and appurtenances needed f o r the p rese rva t ion of any w e l l s . 

Nothing he re in contained shal l be construed to re l i eve or discharge any Uni t 

Operator who resigns or is removed hereunder f o r any l i a b i l i t y or duties accru ing 

or pe r fo rmab le by i t p r i o r to the e f fec t ive date of such res ignat ion or r e m o v a l . 

SECTION 9. SUCCESSOR UNIT OPERATOR: Whenever the Uni t Operator 

shal l tender i t s res ignat ion as Uni t Operator or shal l be removed as hereinabove 

provided, the Work ing In te res t Owners shal l by a f f i r m a t i v e vote of at least 75 

percent of t he i r vot ing in teres ts , based upon the percentages of pa r t i c ipa t i on 

assigned to t r ac t s i n the Un i t A r e a , select a successor Uni t Opera tor . 



shal l be deposited w i t h said Uni t Operator , and together w i t h this Agreement , 

sha l l constitute and define the r igh t s , p r iv i l eges and obligations of Uni t 

Opera tor . Nothing here in , however, shal l be construed to t r a n s f e r t i t l e to 

any land or to any lease or operat ing agreement, i t being understood that under 

this Agreement the Uni t Operator , i n i t s capacity as Uni t Operator , shal l exercise 

the r ights of possession and use vested i n the par t ies hereto only f o r the purposes 

he re in spec i f ied . 

SECTION 12 P L A N OF OPERATIONS: I t is recognized and agreed by the 

par t ies hereto that a l l of the land subjects to th is Agreement is reasonably 

proved to be product ive of Uni t i zed Substances i n paying quanti t ies and that the 

object and purpose of this Agreement is to f o rmu la t e and to put into ef fect a 

secondary recovery p ro jec t i n order to ef fec t addi t ional recovery of Uni t i zed 

Substances, prevent waste and conserve na tu ra l resources . The par t ies hereto 

agree that the Uni t Operator may, subject to the consent and approval of a plan 

of operat ion by the Work ing In te res t Owners and the Supervisor , i n j ec t into the 

Uni t i zed F o r m a t i o n , through any w e l l or we l l s completed the re in , b r ine , water , 

a i r , gas, o i l l i que f i ed pe t ro leum gas, and any other substance or a combinat ion 

of any of said substances, whether produced f r o m the Uni t A r e a or not, and that 

the locat ion of input we l l s and the rates of i n j e c t i o n the re in and the rate of p r o ­

duct ion shal l be governed by standards of good geologic and pe t ro leum engineering 

prac t ices and conservat ion methods. A f t e r commencement of secondary operat ions, 

Uni t Operator shal l f u r n i s h the Supervisor monthly , i n j e c t i o n and product ion 

repor ts f o r each w e l l i n the Uni t . The Work ing In te res t Owners and the Supervisor , 

sha l l be fu rn i shed pe r iod ica l repor ts on the progress of the plan of operat ion and 

any revis ions or changes there to ; provided however, that any revis ions of the plan 

of operat ion involv ing a deviat ion f r o m the i n i t i a l plan of operat ion shal l be subject 

to the p r i o r consent and approval of the Work ing In te res t Owners and the Superv i sor . 
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The i n i t i a l plan of operat ion shal l be f i l e d w i t h the Supervisor concur ren t ly 

w i t h the f i l i n g of this Uni t Agreement f o r f i n a l approva l . Said i n i t i a l plan of 

operat ion and a l l revis ions thereof shal l be as complete and adequate as the 

Supervisor may determine to be necessary f o r t i m e l y operat ion consistent he re ­

w i t h . Reasonable di l igence shal l be exerc ised i n complying w i t h the obl igat ions 

of the approved plan of operat ion. 

Notwithstanding anything to the con t ra ry he re in contained, the Uni t Operator 

shal l commence secondary recovery operations on the Uni t A r e a w i t h i n s ix (6) 

months a f t e r the ef fec t ive date of this Agreement , or any extension thereof 

approved by the D i r e c t o r , or this Agreement shal l t e rmina te au tomat ica l ly , i n 

which l a t t e r event Uni t Operator shal l n o t i f y a l l in teres ted par t ies . A f t e r such 

operations are commenced, Uni t Operator shal l c a r r y on such operations as would 

a reasonable prudent operator under the same or s i m i l a r c i rcumstances . 

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

there are listed and numbered the various tracts within the Unit A r e a and set 

forth opposite each tract is a figure which represents the percentage of part i ­

cipation allocated to each tract in the Unit A r e a calculated on the basis of 100 

percent tract commitment. The participation percentage of each tract was 

determined as follows 

10% x T r a c t Current Production 
Unit A r e a Current Production 

Plus 90% x Tract A c r e - F e e t 
Unit A r e a A c r e - F e e t 

= participation percentage of each committed T r a c t . 



SECTION 14. TRACTS Q U A L I F I E D FOR UNIT P A R T I C I P A T I O N : On 

and a f te r the e f fec t ive date hereof the t rac t s w i t h i n the Uni t A r e a wh ich shal l 

be ent i t led to p a r t i c i p a t i o n i n the p roduc t ion of Uni t ized Substances t h e r e f r o m 

shal l be those t rac t s w i t h i n the Uni t A r e a and m o r e p a r t i c u l a r l y descr ibed i n 

said E x h i b i t " B " that are qua l i f i ed as f o l l o w s : 

(a) Each and a l l of those t rac t s as to wh ich Work ing In te res t Owners 
owning 100% of the W o r k i n g In te res t i n said t r a c t and Record Owners owning 
100% of the Record In te res t i n said t r a c t have subscribed, r a t i f i e d or con­
sented to this Agreement ; and 

(b) Each and a l l of those t rac t s as to which Work ing In te res t Owners 
owning not less than 100% of the Working In te res t the re in and Record Owners 
owning not less than 85% of the Record In teres t t he re in have executed this 
Agreement , and i n which the Work ing In te res t Owners i n said t r a c t have agreed 
to i ndemni fy and hold harmless a l l other par t ies hereto, i n a manner sa t i s fac­
t o r y to 85% of the Work ing In te res t Owners qua l i f i ed under 14 (a), against any 
and a l l c la ims and demands that may be made by the nonjoining Record Owners 
on account of the commi tmen t and jo inder of such t r a c t to the Uni t Agreement , 
and opera t ion thereof under such conditions on the basis he re in p rov ided , and 
as to wh ich 85% of the W o r k i n g In teres t Owners qua l i f i ed under 14 (a), exclusive 
of the Work ing In te res t Owner submi t t ing such t r a c t , have approved the c o m - .. 
m i t m e n t of such t r a c t to this Uni t Agreement . 

I f , on the e f fec t ive date of this Agreement , there is any t r a c t or t r ac t s 

which have not been qua l i f i ed as above provided , then such t r a c t or t r ac t s 

sha l l not be en t i t l ed to par t i c ipa te hereunder. Uni t Operator sha l l , when sub­

m i t t i n g this Agreement f o r f i n a l approval by D i r e c t o r , f i l e t he rewi th or as 

soon the rea f te r as p rac t icab le , a schedule of those t rac t s wh ich have been 

qua l i f i ed under this Agreement and are ent i t led to par t i c ipa te i n the p roduc t ion 

f r o m the Uni t A r e a hereunder. Said schedule shal l set f o r t h opposite each such 

t r a c t the lease number or assignment number, the owner of r e c o r d of the lease, 

and the percentages of p a r t i c i p a t i o n of such t r a c t wh ich shal l be computed 

according to the p a r t i c i p a t i o n f o r m u l a set out i n Section 13 ( T r a c t Pa r t i c ipa t ion ) 

above. This schedule of p a r t i c i p a t i o n sha l l be a p a r t of E x h i b i t " B " and upon 

approval by the Supervisor shal l become a p a r t of this Agreement and sha l l 

govern the a l loca t ion of product ion of Uni t i zed Substances u n t i l a r ev i sed 

E x h i b i t " B " is approved by the Supervisor or the D i r e c t o r . 
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SECTION 15. A L L O C A T I O N OF U N I T I Z E D SUBSTANCES: A l l Uni t i zed 

Substances produced and saved (less, save and except any par t of such Uni t i zed 

Substances used i n c o n f i r m i t y w i t h good operat ing pract ices on uni t ized land f o r 

d r i l l i n g , operat ing, camp, and other product ion or development purposes and f o r 

pressure maintenance or unavoidable loss) shal l be apportioned among and al located 

to the commi t t ed t r ac t s w i t h i n the Uni t A r e a i n accordance w i t h the respect ive 

t r a c t pa r t i c ipa t ion ef fec t ive hereunder dur ing the respect ive per iods such 

Uni t i zed Substances were produced, as set f o r t h i n the schedules of pa r t i c ipa t ion 

i n Exh ib i t " B " . The amount of Uni t i zed Substances so al located to each t r ac t , 

and only that amount, ( regardless of whether i t be more or less than the amount 

of the actual product ion of Un i t i zed Substances f r o m the w e l l or we l l s , i f any, 

on such t r ac t ) shal l , f o r a l l intents, uses and purposes, be deemed to have been 

produced f r o m such t r ac t . 

The Uni t i zed Substances al located to each t r a c t shal l be d i s t r i bu ted among, 

or accounted f o r to the par t ies executing, consenting to or r a t i f y i n g this A g r e e ­

ment ent i t led to share i n the product ion f r o m such t r a c t i n the same manner, i n 

the same propor t ions , and upon the same condit ions, as they would have par t i c ipa ted 

and shared i n the product ion f r o m such t r ac t s , or i n the proceeds thereof , had 

th is Agreement not been entered in to ; and w i t h the same legal f o r c e and e f fec t . 

No t r a c t commi t t ed to this Agreement and qua l i f i ed f o r pa r t i c ipa t ion as above 

provided shal l be subsequently excluded f r o m pa r t i c ipa t ion hereunder on account 

of depletion of Un i t i zed Substances and nothing he re in contained shal l be construed 

as r equ i re ing any re t roac t ive adjustment f o r product ion obtained p r i o r to the 

e f fec t ive date of the jo inder of any t r a c t . 

I f the W o r k i n g In te res t and the Royal ty In te res t i n any t r a c t are d iv ided w i t h 

respect to separate parcels or port ions of such t r a c t and owned severa l ly by 

d i f f e r e n t persons, the percentage pa r t i c ipa t ion assigned to such t r a c t shal l , i n 

the absence of a recordable ins t rument executed by a l l owners and fu rn i shed to 

Uni t Operat ion f i x i n g the d iv is ions of ownership, be d iv ided among such parcels 



or por t ions i n p ropor t i on to the number of su r fac t acres i n each. 

The Unitized Substances allocated to each tract shall be delivered in kind 

to the respective Working Interest Owners and parties entitled thereto by virtue 

of the ownership of oil and gas rights therein or by purchase from such owners. 

E a c h Working Interest Owner and the parties entitled thereto shall have the 

continuing right to receive such production in mind at a common point within 

the Unit A r e a and to se l l or dispose of the same as it sees fit. E a c h such party 

shall have the right to construct, maintain and operate a l l necessary facil it ies 

for that purpose on unitized land, provided the same are so constructed, main­

tained and operated as not to interfere with operations carr ied on pursuant 

hereto. Subject to Section 16 hereof, any extra expenditure incurred by Unit 

Operator by reason of the delivery in kind of any portion of the Unitized Sub­

stances shall be borne by the party receiving the same in kind. In the event any 

party hereto shall fai l to take or otherwise adequately dispose of its proportionate 

share of the production from the Unit A r e a currently as and when produced, then 

so long as such conditions continue, Unit Operator, for the account and at the 

expense of such party and in order to avoid curtailing the operation of the Unit 

A r e a , may se l l or otherwise dispose of such production to itself or others on a 

day-to-day basis at not less than the prevailing market price in the area for like 

production, and the account of such party shall be charged therewith as having 

received such production. The net proceeds, if any, of the Unitized Substances 

so disposed of by Unit Operator shall be paid to the party entitled thereto. 

Any par ty rece iv ing i n m i n d or separately disposing of a l l or any par t of the 

Un i t i zed Substances al located to any t r ac t , or rece iv ing the proceeds t h e r e f r o m 

i f the same is sold or purchased by Uni t Operator , shal l be responsible f o r the 

payment of a l l Royal ty on the lease or leases and t r ac t s cont r ibuted by i t and rece ived 



into the Uni t , and each such par ty shal l hold each other par ty hereto harmless 

against a l l c l a i m s , demands and causes of act ion f o r such Royal ty on the 

lease or leases and t rac t s contr ibuted by i t and received into the Uni t i zed land. 

I f , a f t e r the ef fec t ive date of th is Agreement , there is any t r a c t or t r ac t s 

that are subsequently commi t t ed hereto, as provided i n Section 4 (Expansion) 

hereof, or any t r a c t or t r ac t s w i t h i n the Uni t A r e a not commi t t ed hereto as the 

e f fec t ive date hereof but wh ich are subsequently commi t t ed hereto under the 

prov is ions of Section 31 (Nonjoinder and Subsequent Joinder) , or i f any t r a c t 

is excluded f r o m the Un i t A r e a as provided f o r i n Section 30 (Loss of T i t l e ) , 

the schedules of pa r t i c ipa t ion as shown i n Exh ib i t " B " , subject to Section 13 

( T r a c t Par t i c ipa t ion) or section 31 (Nonjoinder and Subsequent Joinder) , w h i c h ­

ever is appropr ia te , ^ h a l l be rev ised by the Uni t Operator and d i s t r ibu ted to the 

Work ing In te res t Owners, the Supervisor , and the D i r e c t o r to show the new 

percentages of pa r t i c ipa t ion of a l l the then e f f ec t ive ly commi t t ed t r a c t s ; and the 

rev ised schedules, upon approval by the Supervisor or the D i r e c t o r , shal l govern 

a l l the a l loca t ion of product ion f r o m and a f t e r the ef fec t ive date thereof u n t i l a new 

schedule is so approved. I n any such new schedule, the T r a c t P a r t i c i p a t i o n of the 

p rev ious ly qua l i f i ed t rac t s shal l r e m a i n in the same ra t io one to the other. 

SECTION 16. R O Y A L T Y S E T T L E M E N T : The United States of A m e r i c a and 

a l l Royal ty Owners who, under an exis t ing contract , are ent i t led to take i n k ind 

a share of the substances produced f r o m any t r a c t un i t ized hereunder, sha l l 

continue to be ent i t led to such r i gh t to take i n k ind the i r share of the Uni t i zed 

Substances al located to such t r ac t , and Uni t Operator shal l make de l ive r ies of 

such Royal ty share taken i n k ind i n c o n f o r m i t y w i t h the applicable contracts , laws 

and regula t ions . Sett lement f o r Royal ty In te res t not taken i n k ind shal l be made 

by W o r k i n g In te res t Owners responsible t he re fo r under exis t ing contracts , laws 

and regulat ions , on or before the last day of each month f o r Un i t i zed Substances 
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produced dur ing the preceeding calendar month; provided, however, that 

nothing he re in contained sha l l operate to r e l i eve the lessees of any land f r o m t h e i r 

respect ive lease obligat ions f o r the payment of any Royal ty due under the i r 

leases, except that such Royal ty shal l be computed i n accordance w i t h the 

t e rms of this Uni t Agreement . 

I f gas obtained f r o m lands not subject to this Agreement is in t roduced 

into the Uni t i zed F o r m a t i o n , f o r use i n r ep re s su r ing , s t imula t ion of product ion 

or increas ing u l t ima te recovery i n c o n f o r m i t y w i t h a plan approved pursuant to 

Section 12 (Plan of Operat ions) , a l i ke amount of gas, less appropr ia te deductions 

f o r loss f r o m any cause, may be w i thd rawn f r o m the Uni t i zed F o r m a t i o n , 

Royal ty f r e e as to d r y gas but not as to the products extracted t h e r e f r o m ; 

provided such w i t h d r a w a l shal l be pursuant to such conditions and f o r m u l a s as 

may be p resc r ibed or approved by the Supervisor and provided f u r t h e r that 

such r i gh t of w i t h d r a w a l shal l t e rmina te as of the e f fec t ive date of t e r m i n a t i o n 

of the Uni t Agreement . I f l i que f i ed pe t ro leum bases obtained f r o m lands or 

f o rma t ions not subject to th is agreement be in jec ted into the Uni t i zed F o r m a t i o n 

f o r the purpose of increas ing u l t imate recovery , wh ich shal l be i n conformance 

w i t h a plan f i r s t approved by the Supervisor , par t or a l l of such l i q u e f i e l d pe t ro l eum 

gases may be w i thd rawn roya l ty f r e e pursuant to such conditions and f o r m u l a s as 

may be p resc r ibed or approved by the Superv isor . 

Royal ty due the Uni ted States shal l be computed as provided i n the operat ing 

regulat ions and paid i n value or de l ivered i n k ind as to a l l Un i t i zed Substances on 

the basis of the amounts thereof al located to the Uni t i zed Fede ra l land as p rov ided 

he re in at the rates speci f ied i n the respect ive Fede ra l leases or at such lower rate 

or rates as may be authorized by law or regula t ion; provided, that f o r leases on 

which the roya l ty rate depends on the da i ly average product ion per w e l l , said 

average product ion shal l be de termined i n accordance w i t h the operat ing regu la t ion 

as though the uni t ized lands were a single consolidated lease. 

Each Royal ty Owner (other than the Uni ted States of A m e r i c a ) that executes 

th is Agreement represents and war ran t s that i t is the owner of a Royal ty In te res t 

i n a t r a c t or t r ac t s w i t h i n the Uni t A r e a as i t s i n t e res t appears i n E x h i b i t " B " attached 

hereto . I f any Royal ty In te res t i n a t r a c t or t r a c t s should be los t by t i t l e 



f a i l u r e or otherwise i n whole or i n par t , dur ing the t e r m of th is Agreement , 

then the Royalty In teres t of the par ty represent ing h i m s e l f to be the owner 

thereof shal l be reduced propor t iona te ly and the in te res t of a l l par t ies shal l 

be adjusted accord ing ly . 

SECTION 17. R E N T A L S E T T L E M E N T : Rentals or m i n i m u m roya l t i es 

due on leases commi t t ed hereto shal l be paid by Work ing In te res t Owners 

responsible the re fo r under exis t ing contracts , laws and regulat ions , p rov ided 

that nothing here in 'conta ined shal l operate to re l i eve the lessees of any land 

f r o m the i r respect ive lease obligations f o r the payment of any renta ls or 

m i n i m u m roya l ty i n l i e u thereof , due under t he i r leases. Rental or m i n i m u m 

roya l ty f o r lands of the Uni ted States of A m e r i c a subject to th is Agreement 

sha l l be paid at the rate speci f ied i n the respect ive leases f r o m the Uni ted 

States of A m e r i c a , unless ren ta l or m i n i m u m roya l ty is waived, suspended, or 

reduced by law or by approval of the Secre tary or his duly author ized r ep ­

resentat ive . 

SECTION 18. CONSERVATION: Operations hereunder and product ion of 

Uni t i zed Substances shal l be conducted to provide f o r the most economical and 

e f f i c i en t r ecovery of said substances without waste, as defined by or pursuant 

to Fede ra l and State laws and regulat ions . 

SECTION 19. D R A I N A G E : The Uni t Operator sha l l take appropr ia te 

and adequate measures to prevent drainage of Uni t i zed Substances f r o m 

uni t ized land by we l l s on land not subject to this Agreement or , w i t h p r i o r consent 

of the D i r e c t o r , pursuant to applicable regulat ions , pay a f i a r and reasonable 

compensatory roya l ty as de termined by the Supervisor . 

SECTION 20.- LEASES A N D CONTRACTS CONFIRMED A N D E X T E N D E D : The 

t e r m s , conditions and provis ions of a l l leases, subleases and other contracts 

r e l a t ing to explora t ion , d r i l l i n g , development or operat ion f o r o i l or gas on 

lands commi t t ed to th is Agreement are hereby express ly m o d i f i e d and amended to 

the extent necessary to make the same c o n f o r m to the prov is ions hereof, but 

o therwise to r e m a i n i n f u l l f o r ce and effect , and the par t ies hereto hereby 

consent that the Secre ta rv bv his aDDroval hereof, or bv the aDDroval hereof bv 



his duly authorized representat ives , does hereby establish, a l t e r , change 

or revoke the d r i l l i n g , producing, renta l , m i n i m u m roya l ty and roya l t y 

requi rements of Fede ra l leases commi t ted hereto and the regulat ions i n 

respect thereto to c o n f o r m said requi rements to the provis ions of th is Agreemen t . 

Without l i m i t i n g the general i ty of the foregoing , a l l leases, subleases and 

contracts are p a r t i c u l a r l y m o d i f i e d i n accordance w i t h the f o l l o w i n g : • 

(a) The development and operat ion of lands subject to th is Agreement 
under the t e r m s hereof shal l be deemed f u l l pe r formance of a l l obligat ions f o r 
development and operat ion w i t h respect to each and every par t or separately 
owned t r a c t subject to th is Agreement , regardless of whether there is any 
development of any pa r t i cu l a r par t or t r a c t of the Uni t A r e a , notwithstanding 
anything to the con t r a ry i n any lease, operat ing agreement or other contrac t 
by and between the par t ies hereto, or t he i r respect ive predecessors i n in te res t , 
or any of them. 

(b) D r i l l i n g , producing or secondary recovery operations p e r f o r m e d 
hereunder upon any t r a c t of uni t ized lands shal l be accepted and deemed to be 
p e r f o r m e d upon and f o r the benefi t of each and every t r a c t of uni t ized land, and 
no lease shal l be deemed to expi re by reason of f a i l u r e to d r i l l or produce we l l s 
situated on land the re in embraced. 

(c) Suspension of d r i l l i n g or producing operations on a l l un i t i zed lands 
pursuant to d i r e c t i o n or consent of the Secretary of his duly author ized rep resen­
ta t ive , shal l be deemed to constitute such suspension pursuant to such d i r e c t i o n 
or consent as to each and every t r a c t of uni t ized lands. 

(d) Any Fede ra l lease f o r a f i x e d t e r m of twenty (20) years or any 
renewal thereof or any par t of such lease which is made subject to th is A g r e e ­
ment shal l continue i n f o r c e beyong the t e r m p ro f ided the re in u n t i l the t e r m i ­
nat ion hereof . Any other Fede ra l lease commi t t ed hereto shal l continue i n f o r c e 
beyong the t e r m so provided the re in or by law as to the commi t t ed land so long as 
such lease remains commi t t ed hereto, or i n the event actual d r i l l i n g operations 
are commenced on uni t ized land, i n accordance w i t h the provis ions of this A g r e e ­
ment, p r i o r to the end of the p r i m a r y t e r m of such lease and are being d i l i gen t l y 
prosecuted at that t i m e , such lease shal l be extended f o r two years and so long 
the rea f t e r as o i l or gas is produced i n paying quantit ies i n accordance w i t h the 
provis ions of the M i n e r a l Leas ing A c t i o n Revis ion of I960. 

(e) E a c h sublease or contract relating to the operation and develop­
ment of unitized substances from lands of the United States committed to this 
agreement, which by its terms would expire prior to the time at which the under­
lying lease, as extended by the immediately preceeding paragraph, wi l l expire, 



is hereby extended beyond any such t e r m so provided the re in so that i t shal l 
be continued in f u l l fo rce and effect f o r and dur ing the t e r m of the under ly ing 
lease as such t e r m is he re in extended. 

(f ) The segregation of any Fede ra l lease commi t ted to th is Agreemen t 
is governed by the f o l l o w i n g p rov i s ion i n the f o u r t h paragraph of Section 17 ( j ) 
of the M i n e r a l Leasing A c t as amended by the A c t of September 2, I960, (74 
Stat. 781-784): "Any (Federal) lease here tofore or hereaf te r commi t t ed to any 
such (unit) plan embrac ing lands that are i n par t w i t h i n and i n par t outside of 
the area covered by any such plan shal l be segregated into separate leases as to the 
lands commi t t ed and the lands not commi t t ed as of the e f fec t ive date of u n i t i z ­
a t ion : Provided , however, that any such lease as to the nonunit ized po r t i on 
sha l l continue i n fo rce and e f fec t f o r the t e r m thereof but not f o r less than two 
years f r o m the date of such segregation and so long the rea f t e r as o i l or gas is 
produced i n paying quant i t ies" . 

SECTION 2 1 . CORRECTION OF ERRORS: I t is hereby agreed by a l l par t ies 

to th is Agreement that Uni t Operator is empowered to c o r r e c t any mathemat ica l 

or c l e r i c a l e r r o r s wh ich may exis t i n the per t inent exhibi ts to this A'greement; 

provided, however, that c o r r e c t i o n of any e r r o r other than mathemat ica l or 

c l e r i c a l shal l be made by Uni t Operat ion only a f t e r f i r s t having obtained approval 

of Work ing In te res t Owners, and the Supervisor . 

SECTION 22. COVENANTS RUN W I T H L A N D : The covenants he re in sha l l 

be construed to be covenants running w i t h the land w i t h respect to the in te res t of 

the par t ies hereto and the i r successors i n in te res t u n t i l th is Agreement t e r m i ­

nates, and any grant , t r a n s f e r or conveyance of in te res t i n land or leases subject 

hereto shal l be and hereby is conditioned upon the assumption of a l l p r iv i l eges 

and obligations hereunder by the grantee, t r ans fe ree or other successor i n 

in te res t . No assignment or t r a n s f e r of any Work ing In te res t subject hereto 

shal l be binding upon Uni t Operator u n t i l the f i r s t day of the calendar month 

a f t e r Uni t Operator is fu rn i shed w i t h the o r i g i n a l , or acceptable photostatic or 

c e r t i f i e d copy, of the recorded ins t rument of t r a n s f e r ; and no assignment or 

t r a n s f e r of any Royal ty In te res t subject hereto sha l l be binding upon the 

Work ing In te res t Owner responsible t he r e fo r u n t i l the f i r s t day of the calendar 

month a f t e r said W o r k i n g In te res t Owner is f u rn i shed w i t h the o r i g i n a l , or 

acceptable photostatic or c e r t i f i e d copy, of the recorded ins t rumen t of t r a n s f e r . 



SECTION 23. E F F E C T I V E D A T E AND T E R M : This Agreement sha l l 

become binding upon each pa r ty who executes or r a t i f i e s i t as of the date of 

execut ion or r a t i f i c a t i o n by such pa r ty and sha l l become ef fec t ive as of 7 a. m . 

on the f i r s t day of the month next f o l l o w i n g : 

(a) The execution or r a t i f i c a t i o n of this Agreement and the Uni t Oper­
at ing Agreement by W o r k i n g In te res t Owners owning a combined uni t p a r t i c i p a t i o n 
of at least 75%, and the execution or r a t i f i c a t i o n of this Agreement by Record 
In teres t , i n said Uni t Area ; and 

(b) The approval of this Agreement by the Secre tary or his duly author­
ized r ep resen ta t ive . . 

(c) The f i l i n g f o r r e c o r d i n Eddy County, New Mexico , of a certif icate" 
to the e f f ec t that p r o v i s i o n (a) and (b) of th is section have been compl ied w i t h 
and stat ing f u r t h e r the e f fec t ive date and the loca t ion of the governmenta l agency 
o f f i ce s where copies of this Agreement are f i l e d . 

I f (a), (b) and (c) above are not accomplished on or before January 1, 
1967, this Agreement shal l ipso facto expire on said date (here inaf te r ca l led 
" e x p i r a t i o n date") and thereaf te r be of no f u r t h e r fo rce or e f fec t , unless p r i o r 
thereto this Agreement has been executed or r a t i f i e d by W o r k i n g In te res t Owners 
owning a combined uni t p a r t i c i p a t i o n of at least 75%, and the Work ing In te res t 
Ov/ners owning a combined uni t p a r t i c i p a t i o n of at least 75% commi t t ed to this 
Agreement have decided to extend said exp i r a t ion date f o r a pe r iod not to exceed 
s ix (6) months (here inaf te r ca l led "extended exp i r a t ion date"). I f said e x p i r a ­
t i o n date is so extended and (a), (b) and (c) are not accomplished on or before 
said extended exp i ra t ion date, this Agreement shal l be ipso facto expi re on said 
extended exp i r a t ion date and thereaf te r be of no f u r t h e r f o r c e and e f fec t . F o r 
the purpose of this Section, ownership sha l l be computed on the basis of the 
Un i t Operat ing Agreement . 

Uni t Operator shal l , w i t h i n t h i r t y (30) days a f te r the e f fec t ive date of 
this Agreement , f i l e f o r r e c o r d i n the o f f i ces where a counterpar t of this A g r e e ­
ment is recorded , a c e r t i f i c a t e to the e f fec t that this Agreement has become 
e f fec t ive to i t s t e r m s and stat ing f u r t h e r the e f fec t ive date. ^ 

The t e r m s of this Agreement sha l l be f o r and dur ing the t ime that Un i t i zed 

Substances are produced i n paying quantit ies f r o m the Uni t A r e a and as long the re ­

a f t e r as d i l igen t d r i l l i n g , r e w o r k i n g or other operations ( inc luding secondary 

r ecove ry operations) are prosecuted thereon wi thout cessation of m o r e than 

ninety (90) consecutive days, unless sooner t e rmina t ed by Work ing In te res t 

Owners i n the manner he re ina f t e r p rov ided . 

This Agreement may be t e rmina ted w i t h the approval of the D i r e c t o r of 

W o r k i n g In te res t Owners owning 85% uni t p a r t i c i p a t i o n whenever such W o r k i n g 

In te res t Owners de te rmine that Uni t operations are no longer p r o f i t a b l e , feas ib le , 

or i n the in t e res t of conservat ion. Not ice of any such t e r m i n a t i o n shal l be given 

by U n i t Operator to a l l pa r t i es hereto . 
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Upon t e r m i n a t i o n of this Agreement , the f u r t h e r development and operat ion of 

the Unit A r e a as a Unit shal l be adandoned, Unit operations sha l l cease, and t h e r e ­

a f t e r the par t ies hereto shal l be governed by the t e r m s and provis ions of the leases 

and contracts a f fec t ing the separate t r a c t s . 

I f not o therwise covered by the leases uni t ized under th is Agreement , Royal ty 

Owners hereby grant Working In teres t Owners a pe r iod of s ix (6) months a f t e r t e r m i ­

nat ion of this Agreement i n which to salvage, s e l l , d i s t r ibu te or otherwise dispose 

of the personal p rope r ty and f a c i l i t i e s used i n connection w i t h Uni t operat ions. ' 

SECTION 24. R A T E OF PROSPECTING, D E V E L O P M E N T A N D PRODUCTION: 

A l l p roduct ion and the disposal thereof shal l be i n c o n f o r m i t y w i t h al locat ions and 

quotas made or f i x e d by any duly author ized person or r egu la to ry body under any Fede ra l 

or State statute. The D i r e c t o r is hereby vested w i t h au thor i ty to a l te r or m o d i f y - f r o m 

t i m e to t i m e , at his d i s c r e t i on , the rate of prospect ing and development and w i t h i n the 

l i m i t s made or f i x e d by the Commiss ion to a l te r or m o d i f y the quanti ty and rate of 

p roduc t ion under th is Agreement , such au thor i ty being hereby l i m i t e d to a l t e r a t ion 

or m o d i f i c a t i o n i n the public in te res t , the purpose thereof and the public in te res t to be 

served thereby to be stated i n the order of a l t e ra t ion or m o d i f i c a t i o n . 

Powers i n th is Section vested i n theDi rec to r shal l only be exerc ised a f t e r notice 

to Uni t Operator and opportuni ty f o r hear ing to be held not less than f i f t e e n days f r o m 

not ice . 

SECTION 25. NONDISCRIMINATION: In connection w i t h the pe r fo rmance of 

w o r k under th is agreement , the operator agrees to comply w i t h a l l of the provis ions 

of Section 202 (1) to (7) inc lus ive , of Execut ive Order 11246 (30 F . R . 12319), which 

are hereby incorpora ted by re ference to th is Agreement . 

SECTION 26, A P P E A R A N C E S : Unit Operator shal l have the r i g h t to appear 

f o r or on behalf of any and a l l in teres ts af fec ted hereby 
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before the Depar tment , and the Commiss ion and to appeal f r o m any order issued 

under the ru les and regulat ions of the Department , or the Commiss ion , or to apply 

f o r r e l i e f f r o m any of said ru les and regulat ions or i n any proceedings re la t ive to the 

operations vefore the Depar tment , or the Commiss ion , or any other l ega l ly const i tuted 

au thor i ty ; p rov ided , however, that any other in teres ted par ty shal l also have the r i g h t 

at his or i t s own expenses to be heard i n any such proceeding. 

SECTION 27, NOTICES; A l l not ices , demands, objections or statements r e q u i r e d 

hereunder to be given or rendered to the par t ies hereto shal l be deemed f u l l y given i f 

made i n w r i t i n g and persona l ly de l ivered to the pa r ty or par t ies or sent by postpaid 

c e r t i f i e d : m a i l , addressed to such par ty or par t ies at the i r respect ive addresses set 

f o r t h i n connection w i t h the signatures hereto or to the r a t i f i c a t i o n or consent hereof 

or to ssuch other address as any such party or par t ies may have fu rn i shed i n w r i t i n g 

to the pa r ty sending the not ice , demand or statement. 

SECTION 28. NO WAIVER OF C E R T A I N RIGHTS: Nothing i n this Agreement 

contained shal l be constured as a waiver by any pa r ty hereto of the r i gh t to asser t any 

lega l or cons t i tu t ional r i g h t or defense as to the v a l i d i t y or i n v a l i d i t y of any law of 

the State where in said uni t ized lands are located, or ru les or regulat ions issued 

thereunder i n any way a f fec t ing such pa r ty , or as a waiver by any such par ty of any 

r i g h t beyond his or i t s au thor i ty to waive . 

SECTION 29. U N A V O I D A B L E , D E L A Y : A l l obligations under this Agreement 

r e q u i r i n g the Unit Operator to commence or continue secondary r ecove ry operations 

or to operate on or produce Uni t ized Substances f r o m any of the lands covered by this 

Agreement shal l be suspended w h i l e , but only so long as the Unit Operator despite the 

exercise of due care and di l igence , i s prevented f r o m complying w i t h such obl igat ions , 

i n whole or i n pa r t , by s t r i k e s , acts of God, Fede ra l , State or mun ic ipa l law or agency, 

unavoidable accident , uncontro l lable delays i n t r anspor ta t ion , i n a b i l i t y to obtain neces sary 
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mater ia l s i n open marke t , or other mat te rs beyond the reasonable 

con t ro l of the Unit Operator whether s i m i l a r to mat te r s here in en­

umerated or not. 

SECTION 30. LOSS OF T I T L E : In the event t i t l e to any t r ac t of 

uni t ized land shal l f a i l so as to render the t r ac t inoperable under this 

Agreement and the t rue owner cannot be induced to j o i n this Uni t A g r e e ­

ment, such t r ac t shal l be au tomat ica l ly regarded as not commi t t ed hereto 

and there shal l be such readjus tment of f u tu r e costs and benefi ts as may 

be requ i red on account of the loss of such t i t l e . In the event of a dispute 

as to t i t l e as to any Royal ty, Work ing In teres t or other in teres t subject 

thereto, payment or de l i ve ry on account thereof may be wi thheld wi thout 

l i a b i l i t y or in teres t u n t i l the dispute is f i n a l l y sett led; provided , that as 

to Federa l land or leases, no payments of funds due the United States of 

A m e r i c a shal l be wi thhe ld , but such funds shal l be deposited as d i rec ted 

by the Supervisor , to be held as unearned money pending f i n a l set t lement 

of the t i t l e dispute, and then applied as earned or re turned in accordance 

w i t h such f i n a l sett lement. 

Unit Operator as such i s re l ieved f r o m any respons ib i l i ty f o r any 

defect or f a i l u r e of any t i t l e hereunder. 

SECTION 3 1 . NONJOINDER AND SUBSEQUENT JOINDER: I f the 

owner of any substantial in te res t i n a t r ac t w i t h i n the Unit A r e a f a i l s or 

refuses to subscribe, r a t i f y , or consent in w r i t i n g to this Agreement , the 

Working In teres t Owner i n that t r ac t who has executed or r a t i f i e d this A g r e e ­

ment may wi thdraw said t r ac t f r o m this Agreement by w r i t t e n notice to the 

D i r e c t o r , and Unit Operator p r i o r to the ef fec t ive date of this Agreement . 

Joinder by any Royalty Owner, at any t ime , must be accompanied by appro­

pr ia te jo inder of the corresponding Work ing In teres t Owner i n order~for the 

in te res t of such Royalty Owner to be regarded as e f fec t ive ly commi t t ed . 

Joinder to the Unit Agreement by a Work ing In teres t Owner, at any t i m e , 

must be accompanied by appropr ia te jo inder to the Uni t Operat ing Agreement 

i n order f o r such in te res t to be regarded as e f f ec t ive ly commi t t ed to this Unit 

Agreement . 
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Any o i l or gas in te res t i n the Uni t ized Format ions under ly ing the 

Unit A r e a not commi t t ed hereto p r i o r to submission of this Agreement 

to the D i r e c t o r f o r f i n a l approval may thereaf te r be commi t ted hereto 

upon compliance w i t h the applicable p rov is ions of this Section and of 

Section 14 (Tracts Qual i f ied f o r Unit Pa r t i c ipa t ion) hereof , at any t ime 

up to the e f fec t ive date hereof and f o r a per iod to and inc luding six (6) 

months the rea f te r , on the same basis of pa r t i c ipa t ion as provided i n 

Section 13 (Trac t Pa r t i c ipa t ion) , by the owner or owners thereof subs­

c r i b i n g , r a t i f y i n g , or consenting i n w r i t i n g to this Agreement and, i f 

the in te res t i s a Work ing In teres t , by the owner of such in te res t subs­

c r i b i n g also to. the Unit Operat ing Agreement . 

I t is understood and agreed, however, that f r o m and a f t e r s ix (6) 

months f r o m the e f fec t ive date hereof the r i g h t of subsequent jo inder 

as provided in this Section shal l be subject to such requi rements or 

approvals and on such basis as may be agreed upon by ninety (90%) 

percent of the Working In teres t Owners (based upon the percentages 

of pa r t i c ipa t ion i n the Uni t A r e a ) . Such jo inder by a proposed Work ing 

In teres t Owner must be evidenced by his execution or r a t i f i c a t i o n of 

this Agreement and the Uni t Operat ing Agreement . Such joinder by a 

proposed Royalty Owner mus t be evidenced by his execution, r a t i f i c a ­

t ion or consent of this Agreement and mus t be consented to i n w r i t i n g 

by the Work ing In te res t Owner responsible f o r the payment of any bene­

f i t s that may accrue hereunder i n behalf of such proposed Royalty Owner. 

Except-as may be otherwise he re in provided , subsequent jo inder to this 

Agreement shal l be ef fec t ive at 7:00 a . m . as of the f i r s t day of the month 

f o l l o w i n g the f i l i n g w i t h the Supervisor of duly executed counterpar ts of 

any and a l l documents necessary to establ ish e f fec t ive commi tmen t of any 

t r ac t or in te res t to this Agreement , unless object ion to such jo inder by 

the D i r e c t o r is duly made w i t h i n s ix ty (60) days a f t e r such f i l i n g . 

S E C T I O N 32. C O U N T E R P A R T S : This Agreement may be executed 

in any number of counterparts, no one of which needs to be executed by 

a l l parties and may be ratified or consented to by separate instrument 

in writing specifically referring hereto , and shall be binding upon 
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a l l those par t ies who have executed such a counterpar t , r a t i f i c a t i o n or 

consent hereto w i t h the same fo rce and ef fec t as i f a l l par t ies had signed 

the same document, and regardless of whether or not i t is executed by-

a l l other par t ies owning or c l a i m i n g an in te res t i n the lands w i t h i n the 

above descr ibed Unit A r e a . 

SECTION 33. TAXES : Each par ty hereto sha l l , f o r i t s own account, 

render and pay i ts share of any taxes levied against or measured by the 

amount or value of the Uni t ized Substances produced f r o m the uni t ized 

land; provided , however, that i f i t is r equ i red or i f i t be de termined that 

the Uni t Operator or the severa l Work ing In te res t Owners must pay or 

advance said taxes f o r the account of the par t ies hereto, i t is hereby 

express ly agreed that the par t ies so paying or advancing said taxes snai l 

be r e imbursed the re for by the par t ies hereto, including Royalty Owners, 

who may be responsible f o r the taxes on the i r respect ive al located share 

of said Uni t ized Substances. No such taxes shal l be charged to the United 

States nor to any lessor who has a contract w i t h a lessee w h i c h requ i res 

his lessee to pay such taxes. 

SECTION 34. CONFLICT OF SUPERVISION: Nei ther the Unit Ope­

ra to r nor the Working In te res t Owners, nor any of them, shal l be subject 

to any f o r f e i t u r e , t e r m i n a t i o n or exp i ra t ion of any r igh ts hereunder or 

under any leases or contracts subject hereto, or to any penalty or l i a b i l i t y 

on account of delay or f a i l u r e i n whole or i n pa r t to comply w i t h any a p p l i ­

cable p rov is ions thereof to the extent that the said Uni t Operator or the 

Work ing In te res t Owners, or any of them, are h indered, delayed or p r e ­

vented f r o m complying the rewi th by reason of f a i l u r e of the Uni t Operator 

to obtain, i n the exercise of due di l igence, the concurrence of p roper r e p r e ­

sentatives of the United States and proper representat ives of the State of New 

Mexico in and about any ma t t e r s or things concerning w h i c h i t is r equ i red 

he re in that such concurrence be obtained. The par t ies hereto and the Com­

m i s s i o n agree that a l l powers and au thor i ty vested i n the Commiss ion i n and 
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by any provis ions of this Agreement are vested i n the Commiss ion 

and shal l be exercised by i t pursuant to the provis ions of the laws 

of the State of New Mexico and subject i n any case to appeal or 

j u d i c i a l rev iew as may now or hereaf te r be provided by the laws 

of the State of New Mexico . 

SECTION 35. BORDER A G R E E M E N T S : Subject to the approval 

of the Supervisor , the Uni t Operator , w i t h concurrence of s ix ty (60%) 

percent of the Working In teres t Owners, based upon the percentages 

of pa r t i c ipa t ion in ' the Uni t A r e a , may enter into a border p ro tec t ion 

agreement or agreements w i t h the Work ing In teres t Owners of ad ja ­

cent lands along the boundaries of the Uni t A r e a w i t h respect to the 

operations i n the border area f o r the m a x i m u m u l t ima te recovery , 

conservat ion purposes and proper p ro tec t ion of the par t ies and in te ­

res t s . 

SECTION 36. NO PARTNERSHIP: I t is express ly agreed that 

the r e l a t i on of the par t ies hereto is that of independent cont rac tors 

and nothing i n this Agreement contained, expressed or i m p l i e d , or 

any operations conducted hereunder, shal l create or be deemed to 

create a par tnersh ip or associat ion between the par t ies hereto or 

any of them. 

SECTION 37. O I L I N LEASE T A N K A G E ON E F F E C T I V E DATE: 

Unit Operator shal l make a proper and t i m e l y gauge of a l l lease and 

other tanks w i t h i n the Unit A r e a i n order to ascer ta in the amount of 

merchantable o i l i n such tanks, above the pipe l ine connections, as 

of 7:00 a . m . on the ef fec t ive date hereof . A l l such o i l as is a pa r t 

of the p r i o r al lowable of the w e l l or we l l s f r o m w h i c h the same was 

produced shal l be and r e m a i n the p rope r ty of the Working In teres t 

Owners ent i t led thereto the same as i f the Uni t had not been f o r m e d , 

and such Working In te res t Owners sha l l p r o m p t l y remove said o i l 

f r o m the Uni t A r e a . Any such o i l not so removed may be sold by 

the Uni t Operator f o r the account of such Work ing In te res t Owners , 

subject to the payment of a l l Roya l ty to Royalty Owners under the 

t e rms and provis ions of the applicable lease or leases and 



other cont rac ts . A l l such o i l and gas as i s i n excess of the p r i o r a l lowable 

of the w e l l o r w e l l s f r o m wh ich the same was produced shal l be regarded and 

t rea ted the same as Uni t i zed Substances produced a f t e r the e f fec t ive date hereof . 

I f , as of the e f fec t ive date hereof, any t r a c t is overproduced w i t h respect to 

the al lowable of the w e l l o r we l l s on that t r a c t and the amount of -such o v e r ­

produc t ion has been sold or otherwise disposed of, such over product ion sha l l 

be regarded and included as a pa r t of the Un i t i zed Substances produced a f t e r 

the e f fec t ive date-hereof and the amount thereof charged to such t r a c t as having 

been de l ive red to the persons ent i t led to Uni t i zed Substances al located to such 

t r a c t . 

SECTION 38. PERSONAL PROPERTY, E X C E P T E D : A l l lease and w e l l 

equipment, m a t e r i a l s , and other f a c i l i t i e s here tofore or he rea f t e r placed by 

any of the W o r k i n g In te res t Owners on the lands subject to this Agreement shal l 

de deemed to be and shal l r e m a i n personal p rope r ty belonging to and may be r e ­

moved by the Work ing In te res t Owners (subject to the prov is ions of Section 12). 

The r igh t s and in teres ts the re in as among Work ing In te res t Owners are covered 

by the Uni t Operat ing Agreement . 

I N WITNESS WHEREOF, the par t ies hereto have caused this Agreemen t to 

be executed and have set opposite the i r respect ive names the date of execut ion. 

APCO OJLOORr^RATION, * 

DATE: April k, 1966 ' ^ ^ Z ^ l f l l l t . ^ ^ T S ^ 
ADDRESS: L ibe r ty Bank Bui ld ing 

Oklahoma C i t y , Oklahoma 

DATE: f / 9 6 C. , BY: /k... jj c c<.^ / ,. j^.^/C^j 
ADDRESS: / y ^ - ; / ft i 7 

DATE: BY: A*<-"2 - IfHiJc^Ccf 
ADDRESS: g *)Q 7 6srK70A/ 

D A T E : B Y : 
ADDRESS: 

UNIT OPERATOR AND/OR WORKING INTEREST OWNERS. r , 
RAY SMITH, OPERATOR 

DATE: April 19, 1966 B Y / . >-\'^ •> '"->u , , 
ADDRESS: 33to Republic Bank B u i l d i n g 

R O Y A L T Y OWNER. 
D a l l a s , Texas 



other contracts. A l l such o i l and gas as :is i n excess of the p r io r allowable 

of the wel l or wells f r o m which the same was produced shall be regarded and 

treated the same as Unitized Substances produced after the effective date hereof. 

I f , as of the effective date hereof, any tract is overproduced wi th respect to 

the allowable of the wel l or wells on that tract and the amount of 'such over­

production has been sold or otherwise disposed of, such over production shall 

"be regarded and included as a part of the Unitized Substances produced after 

the effective date.hereof and the amount thereof charged to such tract as having 

been delivered to the persons entitled to Unitized Substances allocated to such 

tract . 

SECTION 38. PERSONAL PROPERTY, EXCEPTED: A l l lease and wel l 

equipment, materials, and other faci l i t ies heretofore or hereafter placed by 

any of the Working Interest Owners on the lands subject to this Agreement shall 

de deemed .to be and shall remain personal property belonging to and may be r e ­

moved by the Working Interest Owners (subject to the provisions of Section 12). 

The rights and interests therein as among Working Interest Owners are covered 

by the Unit Operating Agreement. 

IN WITNESS WHEREOF, the parties hereto have caused this Agreement to 

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

LESSEES OF RECORD 
APCO OIL CORPORATION 

c r. \ 
.V3Y:: < 

• . . • L .", H i i•, i 

1 
' As's1 i's^ant" Secre Cary-
june 7; 1966 

•tr 

DATE1: 

DA TE: f , -

DA TE: fit'ff-t'Of, 

BY; 
ADDRESS 

BY: 

Vioa Preoident 

(TRP) 
ADDRESS: V/QrJZi?" 

BY:_ 
ADDRESS: P. 0. Box 935 

Midland, Texas 

BY: ^ r / t ^ f r ^ 
ADDRESS: ,P. 0. Box 9 ^ ' 

Midland, Texas 

(LBB) 

(JH) 

UNIT OPERATOR AND/OR WORKING INTEREST OWNERS. 

DATE: BY: 
ADDRESS: 

ROYALTY OWNER. 



COUNTY OF DALLAS 

BEFORE ME, the undersigned authority, on this day personally appeared 
RAYMOND THOMASSON, knovm to me to be the person whose name i s subscribed to the 
foregoing instrument, and acknowledged to me that he executed the same for the 
purposes and consideration therein expressed. 

GIVEN UNDER MY HAND AND SEAL OF OFFICE on this the 8th day of A p r i l , 
A.D., 1966. 

commission expires 6/1/66 Notary Public in and for Dallas 
County, Texas 

THE STATE OF TEXAS X 

I 
COUNTY OF DALLAS X 

BEFORE ME, the undersigned authority, on this day personally appeared 
BEN F. MITCHEL, known to me to be the person whose name is subscribed to the 
foregoing instrument, and acknowledged to me that he executed the same for the 
purposes and consideration therein expressed. 

GIVEN UNDER MY HAND AND SEAL OF OFFICE on this the 11th day of A p r i l , 
A.D., 1966. 

My commission expires 6/1/66 
fotary/Pu0lic in and for Dallas 
County, Texas 

THE STATE OF TEXAS X 

X 
COUNTY OF DALLAS I 

BEFORE ME, the undersigned authority, on this day personally appeared 
RAY SMITH, known to me to be the person whose name is subscribed to the fore­
going instrument, and acknowledged to me that he executed the same for the 
purposes and consideration therein expressed. 

A.D, 
GIVEN UNDER MY HAND 'AND SEAL OF OFFICE on this the 19th day of A p r i l , 
1966. 

My commission expires 6/1/66 

f / / / 77?. 
Nell M. Heflin, NotaryTPublic in 
and for Dallas County-, Texas 



TIES STATE OF OKLAHOMA 1 
I Corporation Acknowledgment 

COUNTY OF OKLAHOMA X 

BEFORE ME, the undersigned authority, on this day personally appeared 
K. C. ANDERSON, known to me to be the person whose name 

is subscribed to the foregoing instrument as Vice President 
of Ap̂ n Oil Corporation , a corporation, and 
acknowledged to me that he executed the same as the act and deed of said 
corporation for the purposes and consideration therein expressed and i n the 

• Capacity therein stated.' -

> l '(GIVEN UNDER MY HAND AND SEAL OF OFFICE on this the 7 t h day of 
:V: N'• ••• "June , A.D. , 19 66 . 

( A ;,"')' •. N No/ajt^y Public i n and, f o r Oklahoma 
.County, Oklahoma 

My Commission expires: 

A A A A A A A * A * * * * A * * * A A AAA******************************AA********************** 

THE STATE OF OREGON X 
X Single Acknowledgment . 

COUNTY OF JOSEPHINE J 

BEFORE ME, the undersigned authority, on this day personally appeared 
T. R. PARKER 5 known to me to be the person whose name 

is subscribed to the foregoing instrument, and acknowledged to me that he 
executed the same for the purposes and consideration therein expressed. 

GIVEN UNDER MY HAND AND SEAL OF OFFICE on this the ^ day of 
May , A.D., 19 66 

Notary Public^£n and for.-.v JoseVrixha ̂  
County, Oregon •: -i - -v r 

» r _& ~ ir~r7y °̂ 
My Commission expires: , <u|\j 

AAAAAAAAAAAAAAAAAA*AAAAAA*AA*******AA************AA*******A***********AAA**A 

THE STATE OF TEXAS X 

X 
COUNTY OF MIDLAND X 

BEFORE ME, the undersigned authority, on this day personally appeared 
Lewis B. Burleson and Jack Huff known to me to be the personswhose names 
are subscribed to the foregoing instrument, and acknowledged to me that they 
executed the same for the purposes and consideration therein expressed. 

^\J...~S/c G I V E N UNDER MY HAND AND SEAL OF OFFICE on this the //S-"- day of 
• "•••..-June , A.D., 19 66 . 

/'or ;;.v 

./.v/ * Notary Public i n and for Midland 
\?\;:

::' County, Texas 

'^''Commission expires: 





o 5 < 

H u C 

« b 
W ^ 
ft <! 

ft 

rt U 

o 

pq 

H 
t—t 

CQ 
(—1 

53 
X 
W 

H 
2 
W 

W 
w 
tf 
o 
< 
H 
I—l 

D 

w 

w 

>* 
H 

O 
O U 

cog 
W 

W 

O 

W O 
w u 
cn M 

W K 

H 

< 

O 
rt o 
u rt 

^g 
pq »a 

o z 
w 
CO 

< 
W 

tf 
W 
PQ 

2 

o 

•* 
•tf 

N rvj 
C- (VJ oo 

•tf ov * H •tf 
—H I f ) (VJ 

© o o o o o o O O o 
I f ) i n o ID I f ) o I f ) i f ) o t o 
rvj <M I f ) PJ (M I f ) (vl (VJ I f ) a d 

l-H r- •—4 ^ H r- i—i i-H (- CJ 
.—1 o 

4) 

U 

C 
o 
ID 
CQ 

rt 

6 
o 

H 
fl 
o CO 

fl 
ID 

io rt rt 

«2« 
l -H 

I 
A 
o 
co 
IU 

i -H 
SH 

cq 
SJ 

u 
rt 

co 

2 

O 
ro 
ro 
vO 
(VJ 

o 
Ov 

o 
0 0 

W 
o 
ro 
tf 
co" 
0 0 

W ~ 
CO ^ 

r 
-~. o 

CU 
,f l 
U 

I 
e o 
co 
CO 

rt 
fi o 

Xi 
H 
TD 
G 
O 

rt < 

TD 
o 
O 

<L1 

co 

I 
>H 
CU 

r l 

0 
ft 

tf 

O 
if) 

•tf 
ro 

w 
i -H 

ro 
tf 
co" 
0 0 
t -H 

0 0 . 

- 2 

6 : 
£ o 

1 

c 
o 
co 
CO 

rt fi 
o 

Xi 
T3 
fl 
O 

8 >H 
rt < 

CO 

pq tf tf PQ tf tf 

m jn 
rvi 

o 
U 

O 
0 

•S 
fl 
0) 

CO 

0 0 

Ov 

o 

CO 

00 

^ z 
CO . 

co W 
•tf* ro 

- tf 

•P 
01 

U 
o 
a 

O 

i—i 
•H 
O 

0 
u 
ft 
< 

o 
U 

T3 
0 
O 

fl 
CU 

M 

CO 

E3 

TD SH SH 

ro ro ro 
O O O 
ro (VJ ro O ro 0 
O r- r- Ov r-
(Vl 1 CN) (VJ 1 

O i-H | O i-H 0 r H | 
O U i-H 0 i-H 

>A 

o 
•tf 

W 
i -H 

ro 
tf 
co" 
0 0 
i -H 

H 
CO 

o 
cu 

10 

•tf <i 

co r 
SH O 

o o 



ro 0 

I 

o 
o 
o 
o 

To 

-3/73' 

Q 



ro 

Vfl 
CS 
0 
fo 

vb 

I 

I 

o 
o 
© 

A 

p-4 
T o 

3 o 3 S 

o 

o 
o 



fc 
ro 

I-1 

2 
i 

3 
0 

\5 

0! 

3 



C U R T I S W. M E W B O U R N E 

C O N S U L T I N G P E T R O L E U M E N G I N E E R 

F I D E L I T Y U N I O N L I F E B U I L D I N G 

D A L L A S , T E X A S 7 5 2 0 1 

iiwguut 12, 19--

State Engineer Office 
Capital Building 
Seat a Fe* iNav Maxico 

Re; Say Smith Drilling Co. 
Shugart 18-t<ueen Unit 
Eddy County, hew Hexico 

Geat lareten: 

Ray Saith Drill lag Co. has maim application to the fcaw 
Mexico Oil Conservation Gesmisaton for authorisation of 
Unit Agraatasnt aad authorication to iajcct water tor aec-
oadary recovery of tha Subject Wait. Attached is a copy 
of the Application, oaplete with a l l attachraeats. 

Thsak you very ouch* x 

/ 

Curtis w. ftewbouroa 

CWMivia 

Attachments 



C U R T I S W. M E W B O U R N E 

C O N S U L T I N G P E T R O L E U M E N G I N E E R 

F I D E L I T Y U N I O N L I F E B U I L D I N G 

D A L L A S . T E X A S 7 S 2 0 I 

August 12, 1966 

New Mexico O i l Conservation Commission 
P.O. Box 2088 
Santa Fe, New Mexico 

Attention: Mr. D. S. Nutter, Chief Engineer 
Re: Ray Smith D r i l l i n g Company 

Shugart 18-Queen Unit 
Eddy County, New Mexico 

Gentlemen: 

Before the New Mexico O i l Conservation Commission comes now Ray Smith D r i l l i n g Company 
for approval of the Shugart 18-Queen Unit, Eddy County, New Mexico and i n support of i t s 
application, includes the following: 

1. Copy of the Unit Agreement. 
2. C e r t i f i c a t i o n by the United States Geological Survey. 
3. Logs of the proposed i n j e c t i o n wells. 
4. A pl a t showing the location of the proposed i n j e c t i o n wells 

and a l l other wells w i t h i n the area. 

Operators have joined together to form the Shugart 18-Queen Unit for the purpose of con­
ducting secondary recovery operations by waterflooding. Ray Smith D r i l l i n g Company has 
been selected as the Unit Operator. The zone to be waterflooded is the Queen Sand at an 
approximate depth of 3,000 feet. Fresh water w i l l be purchased from the Double Eagle Corp. 
of New Mexico and w i l l be injected at an estimated surface pressure of 700 p s i . I t is 
anticipated that an average of 300 barrels per day w i l l be injected. The following wells 
w i l l be used as i n j e c t i o n wells: 

This Unit covers only the Queen Sand, as set out i n Section 2, Paragraph "G" of the Unit 
Agreement. Formation of th i s Unit w i l l f a c i l i t a t e secondary recovery. Support of th i s 
application w i l l prevent waste and protect corelative r i g h t s . Ray Smith D r i l l i n g Com­
pany requests a hearing f o r : 

Ray Smith Drilling Company requests that this application be set before the Commission 
or one of its examiners and that the Commission enter its Order, approving this appli­
cation. /• 

1. Authorization of Unit Agreement. 
2. Authorization to i n j e c t water for secondary recovery. 

MAILED 
CWM: 
Enc. 
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UNITED" STATES 
DEPARTMENT OF THE INTERIOR 

GEOLOGICAL SURVEY JUL i 3 1366 
W A S H I N G T O N . D.C. 20242 

U. S. GEOLOGICAL SURVEY 
ROSWELL, NEW MEXICO 

JUL 2 51966 

Ray Smith D r i l l i n g Company 
3300 Republic National Bank Building 
Dallas, Texas 75201 

DOCKET MAllED 

Dcrte 
Gentlemen: 

On July 21, ±966, Arthur A. Baker, Acting Director of the Geological 
Survey, approved the Shugart 18 - Queen unit agreement, Eddy County, 
New Mexico, f i l e d hy your company as unit operator. The agreement 
has been designated No. 14-08-0001-8795, and is effective as of 
August 1, 1966. 

Enclosed is one copy of the approved unit agreement for your records. 
WG request that you furnish a l l interested principals with whatever 
evidence of this approval i s deemed appropriate. 

Sincerely yours, 

For the Director 

Enclosure 

1 - v 

V 



CERTIFICATION—DETERMINATION 

14-08-0001 87 95 
Pursuant to the authority vested i n the Secretary of I n t e r i o r , under 

the act approved February 25, 1920, 41 Stat. 437, as amended, 30 U. S. C. 

sees. 181, et seq., and delegated to the Director of the Geological Survey 

pursuant to Departmental Order No. 2365 of October 8, 1947, I do hereby: 

A. Approve the attached agreement f o r the development and operation 

of the Shugart 18-Queen Unit Area, State of New Mexico. 

B. C e r t i f y and determine that the u n i t plan of development and 

operation contemplated i n the attached agreement is necessary and advisable 

i n the public interest for the purpose of more properly conserving the 

natural resources. 

C. C e r t i f y and determine that the d r i l l i n g , producing, r e n t a l , minimum 

roy a l t y , and royalty requirements of a l l Federal leases committed to said 

agreement are hereby established, altered, changed, or revoked to conform 

wit h the terms and conditions of th i s agreement. 

„ A JUL 2 11966 
Dated 

ACTING Director, United States Geological Survey 



APR 2 E m 0 UNIT A G R E E M E N T 
• •:; v-v SHUGART 18- QUEEN UNIT 

V-'(-o EDDY COUNTY, NEW M E X I C O 

SECTION INDEX PAGE 

1 Enabl ing A c t and Regulations 2 
2 Uni t A r e a and Def in i t ions 2 
3 Exhib i t s 4 
4 Expansion 4 
5 Contrac t ion 5 
6 Uni t i zed Land and Uni t ized Substances 5 
7 Uni t Operator 6 
8 Resignation or Removal of Uni t Operator 6 
9 Successor Uni t Operator 7 

10 Account ing Prov i s ions and Uni t Operating 
Agreement 8 

11 Rights and Obligations of Uni t Operator 8 
12 Plan of Operations . 9 
13 T r a c t Pa r t i c ipa t ion 10 
14 Trac t s Qua l i f i ed f o r Uni t Pa r t i c ipa t i on 11 
15 A l l o c a t i o n of Uni t ized Substances 12 
16 Royal ty Settlement • 14 
17 Rental Settlement 16 
18 ' Conservat ion 16 
19 Drainage 16 
20 Leases and Contracts Conformed and Extended 16 
21 C o r r e c t i o n of E r r o r s 18 
22 Covenants Run w i t h Land 18 
23 E f f ec t i ve Date and T e r m 19 
24 Rate of Prospect ing, Development and 

Product ion 
25 Nond i sc r imina t ion 
26 Appearances 
27 Notices 
28 No Waiver of Cer ta in Rights 
29 Unavoidable Delay 
30 Loss of T i t l e 
31 Nonjoinder and Subsequent Joinder 
32 Counterparts 
33 Taxes 
34 Conf l i c t of Supervis ion 
35 Border Agreements 
36 No Par tne rsh ip 
37 O i l I n Lease Tankage on E f f ec t i ve Date 
38 Personal P rope r ty Excepted 

E X H I B I T "A" (Map of Unit Area) 

E X H I B I T " B " (Schedule of Ownership) 

Certification - Determination 



UNIT AGREEMENT 
FOR THE DEVELOPMENT AND OPERATION OF THE 

SHUGART 18 - QUEEN UNIT 
EDDY COUNTY, NEW MEXICO 5 < /£ X 

THIS A G R E E M E N T , entered into as of the 1st day of November , 1965, 

by and between the par t ies subscr ibing, r a t i f y i n g or consenting hereto, and 

he re in r e f e r r e d to as "par t ies hereto" , 

WITNESSETH: That, 

WHEREAS, the par t ies hereto are the owners of w o r k i n g , roya l ty or 

other o i l or gas in teres ts i n the land subject to this Agreement ; and 

WHEREAS, the O i l Conservat ion Commiss ion of the State of New Mex ico 

is author ized by law (Chap. 72, Laws of 1935, as amended by Chap. 193, 

Laws of 1937, Chap. 166, Laws of 1941, and Chap. 168, Laws of 1949) 

to approve this Agreement , and the conservat ion provis ions hereof; and 

WHEREAS, T H E M i n e r a l Leasing A c t of F e b r u a r y 25, 1920, (41 Stat. 

437, as amended, 30 U . S . C . Sections 181 et seq.) authorizes Fede ra l 

leessees and the i r representat ives to unite w i t h each other or j o i n t l y or 

separately w i t h others i n co l l ec t ive ly adopting and operating a cooperative 

or uni t plan of development or operat ion of any o i l or gas pool, f i e l d or l i ke 

area or any par t thereof f o r the purpose of more p r o p e r l y conserving the 

na tu ra l resources thereof whenever de termined and c e r t i f i e d by the Secre tary 

of the I n t e r i o r to be necessary or advisable i n the public in te res t ; and 

WHEREAS, the par t ies hereto hold su f f i c i en t in teres ts i n the Shugart 1 8 -

Queen Uni t A r e a Covering the land he re ina f t e r descr ibed to give reasonably e f f ec ­

t ive con t ro l of operat ion the re in ; and 

WHEREAS, i t is the purpose of the par t ies hereto, to enable in s t i t u t ion 

and consummation of secondary recovery operations, conserve na tu ra l r e ­

sources, prevent waste and secure the other benefi ts obtainable through deve­

lopment and operat ion of the area subject to this Agreement under the t e r m s , 

i • , A' 1 ' ' ' 
conditions and limitations herein set forth. . \ l\ ' , ,J • '•" n h 1 

! 1 



NOW THEREFORE, i n considerat ion of the premises and the promises 

here in contained, the part ies hereto commi t to this Agreement the i r ent ire 

respective interests i n the below defined Unit A r e a , and agree severa l ly among 

themselves as f o l l o w s : 

SECTION 1. E N A B L I N G A C T AND- REGULATIONS: The M i n e r a l Leasing 

A c t of Februa ry 25, 1920, as amended, supra, and a l l va l id , per t inent regula­

t ions, including operating and unit plan regulations, here tofore issued the re ­

under and va l id , pert inent and reasonable regulations hereaf te r issued the re ­

under are accepted and made a part of this Agreement as to Federa l lands, 

provided such regulations are not inconsistent w i t h the t e rms of this Agreement ; 

and as to non-Federa l lands, the o i l and gas operating regulations i n ef fect as 

of the effect ive date hereof governing d r i l l i n g and producing operations, not 

inconsistent w i t h the t e rms hereof or the laws of the State i n which the non-

Federa l land is located, are hereby accepted and made a par t of this Agreement . 

SECTION 2. UNIT A R E A AND DEFINITIONS: F o r the purpose of this 

Agreement , the fo l lowing t e rms and expressions as used he re in shal l mean: 

(a) "Uni t A r e a " is defined as those lands specif ied on Exhib i t " A " 

hereof, and such land is hereby designated and recognized as consituting the 

Uni t A r e a ; the lands described i n said Exhib i t " A " are described as f o l l o w s : 

Township 18 South, Range 30 East, N . M . P . M . 
Section 13: N 1/2 SE 1/4 

Township 18 South, Range 31 East, N . M . P . M . 
Section 18: lots 2, 3, 4, E l / 2 SW 1/4 

containing 264. 07 acres, more or less, i n Eddy 
County, New Mex ico . 

(b) "Commiss ion" is defined as the O i l Conservation Commiss ion 

of the State of New Mexico . 

(c) " D i r e c t o r " is defined as the D i r e c t o r of the United States Geolo­

g ica l Survey. 

(d) "Secretary" is defined as the Secretary of the I n t e r i o r of the 

United States of A m e r i c a . 
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(e) "Depar tment" is def ined as the Depar tment of the I n t e r i o r of 

the United States of A m e r i c a . 

(f) "Superv isor" is defined as the O i l and Gas Supervisor , Branch of 

O i l and Gas Operations of the United States Geological Survey. 

(g) "The Uni t i zed F o r m a t i o n " is def ined as that p o r t i o n of the Queen 

Sand f o r m a t i o n wh ich is encountered between the depths of 3, 080 fee t and 3, 114 

fee t on the Gamma Ray-Neu t ron log of the Ray Smi th Kenwood-Federa l w e l l 

No. 3, located i n l o t 3 (NW 1/4 SW 1/4) Section 18, Township 18 South, Range 

31 East , N . M . P . M . , Eddy County, New Mexico , insofa r as the same l ies w i t h i n 

the Uni t A r e a , under lands commi t t ed to this Agreement . 

(h) " U n i t i z e d Substances" is def ined as and sha l l mean a l l o i l , gas, 

gaseous substances, sulphur contained i n gas, condensate, d i s t i l l a t e and a l l 

associated and consti tuent l iquids or l iquef iab le hydrocarbons w i t h i n or p r o ­

duced f r o m the Uni t i zed F o r m a t i o n . 

(i) " W o r k i n g In te res t " is defined as the r i g h t to search f o r , produce 

and acquire Uni t i zed Substances whether held as an incident or ownership of 

m i n e r a l fee s imple t i t l e , under an o i l and gas lease, or o therwise held . 

( j ) " W o r k i n g In te res t Owner" is defined as and shal l mean any pa r ty 

hereto owning a W o r k i n g In teres t , inc luding a c a r r i e d w o r k i n g in t e res t owner, 

holding an in t e res t i n Uni t i zed Substances by v i r t u e of a lease, operat ing agree­

ment , fee t i t l e or o therwise , wh ich interest , is chargeable w i t h and obl igated to 

pay or bear e i ther i n cash or out of product ion , or o therwise , a l l o r a p o r t i o n 

of the cost of d r i l l i n g , developing and producing the Uni t i zed Substance f r o m 

the Uni t i zed F o r m a t i o n and operat ing hereof hereunder. 

(k) "Roya l ty In te res t" or "Roya l ty" i s def ined as an in t e re s t r e se rved 

by the lessor i n an o i l and gas lease. Spec i f i ca l ly def ined as not being a r o y a l t y 

i n t e re s t is a w o r k i n g in te res t , o v e r r i d i n g r o y a l t y in te res t , p roduc t ion payment 

in te res t , or net p r o f i t s cont rac t . 

(1) "Roya l ty Owner" is def ined as and shal l mean the owner of a Roya l ty 

In te res t . 
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(m) "Uni t Operat ing Agreement" is defined as and shal l mean any 

agreement or agreements (whether one or more ) entered into (separately or 

co l l ec t ive ly ) by and between the Uni t Operator and the Work ing In te res t Owners 

as provided i n Section 10, i n f r a , and shal l be s tyled "Uni t Operat ing Agreement , 

Shugart 18 - Queen Uni t , Eddy County, New M e x i c o " . 

(n) "Paying Quant i t ies" is defined as product ion of Uni t i zed Substances 

i n quanti t ies su f f i c i en t to pay f o r the cost of producing same f r o m wel l s on the 

Uni t i zed land. 

(o) "Un i t Manager" is defined as the person or co rpora t ion appointed, 

by the W o r k i n g In te res t Owners to p e r f o r m the duties of the Un i t Operator u n t i l 

the select ion and qua l i f i c a t i on of a successor Uni t Operator as provided f o r i n 

Section 9 hereof . 

(p) " T r a c t " is defined as each pa rce l of land descr ibed as such and 

given a T r a c t number i n Exh ib i t " B " . 

(q) " T r a c t P a r t i c i p a t i o n " is defined as the percentages of Uni t i zed 

Substances al located hereunder to a T r a c t . The T r a c t P a r t i c i p a t i o n of the 

severa l T r a c t s w i t h i n the Uni t A r e a is shown on Exh ib i t " B " attached hereto . 

( r ) " T r a c t Cur ren t Produc t ion" is defined as the cumulat ive to t a l number 

of ba r r e l s of o i l produced f r o m the Uni t i zed F o r m a t i o n under such commi t t ed 

T r a c t dur ing the pe r iod f r o m August 1, 1964, to January 31 , 1965, inc lus ive ly , 

as o f f i c i a l l y repor ted to the Commiss ion . 

(s) "Un i t A r e a Cur ren t Produc t ion" is defined as the to ta l T r a c t Cur ren t 

Produc t ion of a l l T r a c t s w i t h i n the Uni t A r e a that are e f f ec t ive ly commi t t ed to 

th is Agreement i n accordance w i t h the provis ions hereof . 

(t) " T r a c t A c r e - F e e t " is defined as the ac re - fee t of net pay w i t h i n the 

Uni t i zed F o r m a t i o n under ly ing such commi t t ed T r a c t as here tofore de te rmined 

and agreed upon by the par t ies here to . 

(u) "Un i t A r e a A c r e - F e e t " is defined as the to ta l T r a c t A c r e - F e e t of 

a l l T r a c t s w i t h i n the Uni t A r e a that are e f f ec t ive ly commi t t ed to th is Agreement 

i n accordance w i t h the provis ions hereof . 
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SECTION 3. E X H I B I T S : Exh ib i t " A " attached hereto i s a map showing, 

to the extent known to the Uni t Operator , the Un i t A r e a and the boundaries 

and ident i ty of t r ac t s and leases i n said Uni t A r e a . Exhib i t " B " attached hereto 

i s a schedule showing, to the extent known to the Uni t Operator , the acreage 

compr i s ing each t r ac t , percentage ownership of each W o r k i n g In te res t Owner 

i n each t r a c t , and the percentage of pa r t i c ipa t ion each t r a c t has i n the Uni t A r e a . 

However, nothing he re in or i n said schedule or map shal l be construed as a 

representa t ion by any par ty hereto as to the ownership of any in te res t other 

than such in te res t or in teres ts as are shown i n said map or schedule as owned 

by such pa r ty . Exhib i t s " A " and " B " sha l l be rev i sed by the Un i t Operator when­

ever changes render such r ev i s i on necessary, and not less than s ix copies thereof 

shal l be f i l e d w i t h the Supervisor . 

SECTION 4. EXPANSION: The above descr ibed Uni t A r e a may when 

prac t icable be expanded to include the re in any addi t ional t r a c t or t r ac t s regarded 

as reasonably necessary or advisable f o r the purposes of th is Agreement . Such 

expansion shal l be effected i n the fo l lowing manner : 

(a) The Work ing In te res t Owner or Owners of a t r a c t or t r ac t s des i r ing 
to b r i n g such t r a c t or t rac t s into th is Uni t , sha l l f i l e an appl ica t ion the re fo r w i t h 
Un i t Operator requesting -such admiss ion . 

(b) Uni t Operator shal l c i rcu la te a notice to each Work ing In te res t Owner 
af fected by the proposed expansion, sett ing out the basis f o r admiss ion , the uni t 
pa r t i c ipa t ion to be assigned to such t r a c t or t r ac t s , and other per t inent data. A f t e r 
negotiat ion (at Work ing In te res t Owners ' meeting or otherwise) i f 90 percent of the 
Work ing In te res t Owners on the basis of unit pa r t i c ipa t ion have agreed.to such t r a c t 
or t r ac t s being brought into the Uni t , then Uni t Operator sha l l : 

(1) A f t e r p r e l i m i n a r y concurrence by the D i r e c t o r , prepare a notice 
of proposed expansion descr ib ing the contemplated changes i n the boundaries of the 
Uni t A r e a , the reason the re fo r , the basis f o r admiss ion of the addi t ional t r a c t or 
t r ac t s , the uni t pa r t i c ipa t ion to be assigned thereto and the proposed e f fec t ive date 
thereof, p r e f e r ab ly the f i r s t day of the month subsequent to the date of not ice; and 

(2) D e l i v e r copies of said notice to the Supervisor , and each W o r k i n g 
In te res t Owner (ma i l i ng copy of such notice to the last known address of each such 
Work ing In te res t Owner) and to each lessee and lessor whose in teres ts are a f fec ted , 
advis ing such par t ies that t h i r t y (30) days w i l l be a l lowed f o r submiss ion to the Un i t 
Operator of any object ion to such proposed expansion; and 
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(3) F i l e , upon the expi ra t ion of said t h i r t y (30) day per iod as 
set out i n (2) immedia te ly above and provided that objections of not more than 
10 percent of the Work ing In teres t Owners have been f i l e d thereto, w i t h the 
Supervisor the f o l l o w i n g : (a) Comprehensive statement as to m a i l i n g such 
notice of expansion; (b) A n appl ica t ion f o r such expansion; (c) A n ins t rumen t 
containing the appropria te jo inders i n compliance w i t h the pa r t i c ipa t i on r e ­
qui rements of Section 14, i n f r a ; and (d) A copy of any objections rece ived . 

The expansion shal l , a f t e r due considera t ion of a l l per t inent i n f o r m a t i o n 

and upon approval by the D i r e c t o r , become e f fec t ive as of the date p resc r ibed 

i n the notice thereof or on such other date as set by the D i r e c t o r i n the o rder 

or ins t rument approving such expansion. 

SECTION 5. CONTRACTION: When prac t icable , the Uni t A r e a shal l be-

contracted to exclude land f r o m this Uni t Agreement whenever such con t rac t ion 

i s necessary or advisable to c o n f o r m w i t h the purposes of this Agreement . Such 

cont rac t ion shal l be effected i n the fo l l owing manner : 

(a) Uni t Operator , w i t h concurrence of at least 80 percent of the W o r k i n g 
In te res t Owners, on the basis of uni t pa r t i c ipa t ion and w i t h p r e l i m i n a r y concurrence 
of the D i r e c t o r , shal l prepare a notice of cont rac t ion descr ib ing the contemplated 
changes i n the boundaries of the Uni t A r e a , the reasons the re fo r , and the proposed 
ef fec t ive date thereof, p r e f e r ab ly the f i r s t day of a month subsequent to the date 
of not ice . 

(b) Said notice shal l be de l ivered to the Supervisor , and copies thereof 
ma i l ed to the last known address of each W o r k i n g In te res t Owner, lessee, and 
Royal ty Owner whose in teres ts are affected, advis ing that 30 days w i l l be a l lowed 
f o r submiss ion to the Uni t Operator of any object ions . 

(c) Upon exp i ra t ion of the 30 day per iod provided i n the preceding i t e m 
(b) hereof, Uni t Operator shal l f i l e w i t h the Supervisor , a comprehensive state­
ment as to the m a i l i n g of the notice of cont rac t ion and a copy of any objections 
thereto which have been f i l e d w i t h the Uni t Operator , together w i t h an appl ica t ion 
i n su f f i c ien t number, f o r approval of such cont rac t ion . 

(d) A f t e r due considerat ion of a l l per t inent i n f o r m a t i o n , the cont rac t ion , 
upon approval by the D i r e c t o r , shal l become ef fec t ive as of the date p r e sc r ibed i n 
the notice thereof . 

SECTION 6. U N I T I Z E D LANDS AND U N I T I Z E D SUBSTANCES: A l l land 

commi t t ed to th i s Agreement as to the Uni t i zed F o r m a t i o n as he re to fore defined, 

sha l l constitute the land r e f e r r e d to he re in as "uni t ized land" or " land subject to 

th i s Agreement" . A l l Uni t i zed Substances as here tofore defined, i n or produced 

f r o m the Uni t i zed F o r m a t i o n are hereby uni t ized under the t e r m s of this Agreement , 

together w i t h the per t inent surface r i gh t s . 

Nothing he re in shal l be construed to un i t ize , pool, or i n any way a f fec t the 

o i l , gas, and other m i n e r a l s contained i n or that may be produced f r o m any f o r ­

ma t ion other than the Uni t ized F o r m a t i o n . 
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SECTION 7. UNIT- OPERATOR: RAY S M I T H D R I L L I N G COMPANY, 

Dal las , Texas, i s hereby designated as Uni t Operator , and by signing th is 

ins t rument as Uni t Operator i t agrees and consents to accept the duties and 

obligations of Uni t Operator f o r the operat ion, development and product ion 

of Uni t i zed Substances as he re in provided . Whenever reference is made 

he re in to the Uni t Operator , such reference means the Uni t Operator act ing 

i n that capacity and*not as an owner of in teres ts i n Uni t i zed Substances, and 

the t e r m " W o r k i n g In te res t Owner" when used he re in shal l include or r e f e r tb 

Un i t Operator as the owner of a Work ing In te res t when such an in te res t is 

owned by i t . 

SECTION 8. RESIGNATION OR R E M O V A L OF UNIT OPERATOR: Uni t 

Operator shal l have the r igh t to res ign at any t i m e , but such res igna t ion sha l l -

not become ef fec t ive so as to release Uni t Operator f r o m the duties and ob l iga­

t ions of Uni t Operator and te rmina te Uni t Opera tor ' s r igh ts as such f o r a per iod 

of s ix (6) months a f t e r w r i t t e n notice of intent ion to res ign has been given by 

Uni t Operator to a l l Work ing In te res t Owners and the D i r e c t o r , unless a new 

Uni t Operator shal l have' taken over and assumed the duties and obligat ions of 

Un i t Operator p r i o r to the exp i ra t ion of said pe r iod . 

The Uni t Operator may, upon default or f a i l u r e i n the pe r fo rmance of i t s 

duties or obligations hereunder, be subject to r e m o v a l by the a f f i r m a t i v e vote 

of the owners of 75 percent of the commi t ted Work ing In te res t (on the basis of 

Uni t par t ic ipa t ion) exclusive of the Work ing In te res t owned by the Uni t Opera tor . 

Such r e m o v a l shal l be e f fec t ive upon notice thereof to the D i r e c t o r . 

I n a l l such instances of res ignat ion or r emova l , u n t i l a successor to Un i t 

Operator i s selected and approved as he re ina f t e r provided, the W o r k i n g In te res t 

Owners shal l be j o i n t l y responsible 
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f o r the per fo rmance of the duties of the Uni t Operator and shal l , not l a te r 

than t h i r t y (30) days before such res ignat ion or r e m o v a l becomes e f fec t ive , 

appoint a Uni t Manager to represent them i n any act ion to be taken hereunder . 

The res ignat ion or r e m o v a l of Uni t Operator under this Agreement shal l 

not t e rmina te i t s r igh t , t i t l e or in te res t as the owner of a W o r k i n g In te res t or 

other in te res t i n Uni t i zed Substances, but upon the res ignat ion or r e m o v a l of 

Un i t Operator becoming e f fec t ive , such Uni t Operator shal l de l ive r possession 

of a l l we l l s , equipment, books, and records , ma te r i a l s , appurtenances and any 

other assets, used i n conducting the Uni t operations and owned by the Work ing 

In te res t Owners ( including any and a l l data and i n f o r m a t i o n which i t migh t have 

gained or assembled by reason of i t s operat ion of the Uni t A r e a ) to the new duly 

qua l i f i ed successor Uni t Operator or to the Uni t Manager i f no such new Uni t 

Operator is elected, to be used f o r the purpose of conducting Uni t operations 

hereunder . Nothing he re in shal l be construed as author iz ing r e m o v a l of any 

m a t e r i a l , equipment and appurtenances needed f o r the p rese rva t ion of any w e l l s . 

Nothing he re in contained shal l be construed to re l ieve or discharge any Uni t 

Operator who resigns or is removed hereunder f o r any l i a b i l i t y or duties accru ing 

or pe r fo rmab le by i t p r i o r to the ef fec t ive date of such res ignat ion or r e m o v a l . 

• SECTION 9. SUCCESSOR UNIT OPERATOR: Whenever the Uni t Operator 

shal l tender i t s res ignat ion as Uni t Operator or shal l be removed as hereinabove 

provided, the W o r k i n g In te res t Owners shal l by a f f i r m a t i v e vote of at least 75 

percent of t he i r vot ing in te res t s , based upon the percentages of pa r t i c ipa t ion 

assigned to t r ac t s i n the Uni t A r e a , select a successor Un i t Opera tor . 
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Such select ion shal l not become ef fec t ive u n t i l (a) a Uni t Operator so 

selected shal l accept i n w r i t i n g the duties and respons ib i l i t i e s of Uni t 

Operator , and (b) the select ion shal l have been f i l e d w i t h the Superv isor . 

I f no successor Uni t Operator is selected and qua l i f i ed as he re in provided , 

the D i r e c t o r , at his e lect ion, may declare this Agreement t e rmina ted . 

SECTION 10. ACCOUNTING PROVISIONS AND UNIT OPERATING A G R E E M E N T : 

Costs and expenses i n c u r r e d by Uni t Operator i n conducting Uni t operations 

hereunder shal l be paid, apportioned among and borne by the W o r k i n g In te res t 

Owners i n accordance w i t h the Uni t Operat ing Agreement . Such Uni t Operat ing 

Agreement shal l also provide the manner i n which the Work ing In te res t Owners 

shal l be ent i t led to receive the i r respective proport ionate and al located share of 

the benefi ts accruing hereto i n c o n f o r m i t y w i t h the i r under ly ing operat ing 

agreements, leases or other independent contracts and such other r ights and • 

obligations as between Uni t Operator and the W o r k i n g In te res t Owners as may 

be agreed upon by the Uni t Operator and the Work ing In te res t Owners, no such 

Uni t Operating Agreement shal l be deemed ei ther to mod i fy any of the t e r m s and 

conditions of th is Uni t Agreement or to re l ieve the Uni t Operator of any r igh t or 

obl igat ion established under this Agreement , and i n case of any inconsistency or 

con f l i c t between this Agreement and the Uni t Operat ing Agreement , this Agreement 

shal l p r e v a i l . Three t rue copies of any Uni t Operating Agreement executed pursuant 

to this Section shal l be f i l e d w i t h the Supervisor , p r i o r to approval of this A g r e e ­

ment, and the rea f t e r p rompt ly a f t e r any r ev i s i on or amendment. 

SECTION 11. RIGHTS A N D OBLIGATIONS OF UNIT OPERATOR: Except as 

otherwise spec i f i ca l ly provided here in , the exclusive r igh t , p r i v i l ege and duty of 

exerc i s ing any and a l l r i gh t s of the par t ies hereto which are necessary or con­

venient f o r prospect ing f o r , producing, s to r ing , a l locat ing and d i s t r i bu t i ng the 

Uni t i zed Substances are hereby delegated to and shal l be exerc ised by the Un i t 

Operator as he re in provided . Acceptable evidence of t i t l e to said r ights 



shal l be deposited w i t h said Uni t Operator , and together w i t h this Agreement , 

shal l constitute and define the r igh t s , p r iv i l eges and obligations of Uni t 

Opera tor . Nothing here in , however, shal l be construed to t r a n s f e r t i t l e to 

any land or to any lease or operat ing agreement, i t being understood that under 

this Agreement the Uni t Operator , i n i t s capacity as Uni t Operator , sha l l exerc ise 

the r ights of possession and use vested i n the par t ies hereto only f o r the purposes 

h e r e i n spec i f ied . 

SECTION 12 P L A N OF OPERATIONS: I t is recognized and agreed by the 

par t ies hereto that a l l of the land subjects to this Agreement is reasonably 

proved to be product ive of Uni t i zed Substances i n paying quanti t ies and that the 

object and purpose of this Agreement is to f o rmu la t e and to put into e f fec t a 

secondary recovery p ro j ec t i n o rder to ef fect addi t ional recovery of Uni t i zed 

Substances, prevent waste and conserve na tu ra l resources . The par t ies hereto 

agree that the Uni t Operator may, subject to the consent and approval of a plan 

of operat ion by the W o r k i n g In te res t Owners and the Supervisor , i n j ec t into the 

Uni t i zed F o r m a t i o n , through any w e l l or we l l s completed there in , b r ine , water , 

a i r , gas, oi", l iquef ied pe t ro leum gas, and any other substance or a combinat ion 

of any of said substances, whether produced f r o m the Uni t A r e a or not, and that 

the locat ion of input we l l s and the rates of i n j e c t i o n the re in and the rate of p r o ­

duct ion shal l be governed by standards of good geologic and pe t ro leum engineering 

prac t ices and conservat ion methods. A f t e r commencement of secondary operat ions, 

Uni t Operator shal l f u r n i s h the Supervisor monthly , i n j ec t i on and product ion 

repor ts f o r each w e l l i n the Un i t . The Work ing In te res t Owners and the Supervisor , 

shal l be fu rn i shed pe r iod ica l repor t s on the progress of the plan of opera t ion and 

any revis ions or changes there to ; provided however, that any revis ions of the plan 

of operat ion involv ing a deviat ion f r o m the i n i t i a l p lan of operat ion shal l be subject 

to the p r i o r consent and approval of the Work ing In te res t Owners and the Superv isor . 
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The i n i t i a l plan of operat ion shal l be f i l e d w i t h the Supervisor concur ren t ly 

w i t h the f i l i n g of this Uni t Agreement f o r f i n a l approval . Said i n i t i a l plan of 

operat ion and a l l rev is ions thereof shal l be as complete and adequate as the 

Supervisor may determine to be necessary f o r t i m e l y operat ion consistent he re ­

w i t h . Reasonable di l igence shal l be exerc ised i n complying w i t h the obl igat ions 

of the approved plan of operat ion. 

Notwithstanding anything to the con t ra ry he re in contained, the Uni t Operator 

shal l commence secondary recovery operations on the Uni t A r e a w i t h i n s ix (6) 

months a f t e r the ef fec t ive date of this Agreement , or any extension thereof 

approved by the D i r e c t o r , or this Agreement sha l l t e rmina te au tomat ica l ly , i n 

wh ich la t t e r event Uni t Operator shal l no t i fy a l l in teres ted pa r t i e s . A f t e r such 

operations are commenced, Uni t Operator sha l l c a r r y on such operations as would 

a reasonable prudent operator under the same or s i m i l a r c i rcumstances . 

SECTION 13. T B A C T P A R T I C I P A T I O N : I n Exh ib i t " B " attached hereto, 
- | : 

there are listed and numbered the various tracts within the Unit A r e a and set 

forth opposite each tract is a figure which represents the percentage of part i ­

cipation allocated to each tract in the Unit A r e a calculated on the basis of 100 

percent tract commitment. The participation percentage of each tract was 

determined as follows 

10% x T r a c t Cur ren t Product ion 
Unit A r e a Current Production 

Plus 90% x T r a c t A c r e - F e e t 
Unit A r e a A c r e - F e e t 

= participation percentage of each committed T r a c t . 
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SECTION 14. TRACTS Q U A L I F I E D FOR UNIT P A R T I C I P A T I O N : On 

and a f t e r the e f fec t ive date hereof the t rac t s w i t h i n the Uni t A r e a which shal l 

be en t i t l ed to p a r t i c i p a t i o n i n the p roduc t ion of Uni t i zed Substances t h e r e f r o m 

sha l l be those t rac t s w i t h i n the U n i t A r e a and m o r e p a r t i c u l a r l y descr ibed i n 

said E x h i b i t " B " that are qua l i f i ed as fo l l ows : 

(a) Each and a l l of those t rac t s as to which Work ing In te res t Owners 
owning 100% of the W o r k i n g In te res t i n said t r a c t and Record Owners owning 
100% of the Record In te res t i n said t r a c t have subscribed, r a t i f i e d or con­
sented to this Agreement ; and 

(b) Each and a l l of those t rac ts as to which Work ing In te res t Owners 
owning not less than 100% of the Working In te res t the re in and Record Owners 
owning not less than 85% of the Record In te res t the re in have executed this 
Agreement , and i n wh ich the Work ing In te res t Owners i n said t r a c t have agreed 
to i ndemni fy and hold harmless a l l other par t ies hereto, i n a manner sa t i s fac­
t o r y to 85% of the Work ing In te res t Owners qua l i f i ed under 14 (a), against any 
and a l l c l a ims and demands that may be made by the nonjoining Record Owners 
on account of the commi tmen t and jo inder of such t r a c t to the Uni t Agreement , 
and opera t ion thereof under such conditions on the basis he re in p rov ided , and 
as to wh ich 85% of the Work ing In teres t Owners qua l i f i ed under 14 (a), exclusive 
of the W o r k i n g In te res t Owner submi t t ing such t r ac t , have approved the c o m - . 
m i t m e n t of such t r a c t to this Uni t Agreement . 

I f , on the e f fec t ive date of this Agreement , there is any t r a c t or t r ac t s 

wh ich have not been qua l i f i ed as above provided , then such t r a c t or t r ac t s 

sha l l not be ent i t led to par t i c ipa te hereunder. Uni t Operator sha l l , when sub­

m i t t i n g this Agreement f o r f i n a l approval by D i r e c t o r , f i l e t he rewi th or as 

soon the rea f t e r as p rac t icab le , a schedule of those t rac t s wh ich have been 

qua l i f i ed under this Agreement and are ent i t led to pa r t i c ipa te i n the p roduc t ion 

f r o m the Uni t A r e a hereunder. Said schedule shal l set f o r t h opposite each such 

t r a c t the lease number or assignment number, the owner of r e c o r d of the lease, 

and the percentages of p a r t i c i p a t i o n of such t r a c t wh ich shal l be computed 

according to the p a r t i c i p a t i o n f o r m u l a set out i n Section 13 ( T r a c t Pa r t i c ipa t ion) 

above. This schedule of p a r t i c i p a t i o n shal l be a p a r t of E x h i b i t " B " and upon 

approval by the Supervisor shal l become a p a r t of this Agreement and sha l l 

govern the a l loca t ion of p roduc t ion of Uni t i zed Substances u n t i l a r ev i sed 

E x h i b i t " B " is approved by the Supervisor or the D i r e c t o r . 



SECTION 15. A L L O C A T I O N OF U N I T I Z E D SUBSTANCES: A l l Uni t i zed 

Substances produced and saved (less, save and except any par t of such Uni t i zed 

Substances used i n c o n f i r m i t y w i t h good operat ing pract ices on uni t ized land f o r 

d r i l l i n g , operat ing, camp, and other product ion or development purposes and f o r 

pressure maintenance or unavoidable loss) shal l be apportioned among and al located 

to the commi t t ed t r ac t s w i t h i n the Uni t A r e a i n accordance w i t h the respect ive 

t r a c t pa r t i c ipa t ion ef fec t ive hereunder dur ing the respect ive per iods such 

Uni t i zed Substances were produced, as set f o r t h i n the schedules of pa r t i c ipa t i on 

i n Exh ib i t " B " . The amount of Uni t i zed Substances so al located to each t rac t , 

and only that amount, ( regardless of whether i t be more or less than the amount 

of the actual product ion of Uni t i zed Substances f r o m the w e l l or we l l s , i f any, 

on such t r ac t ) shal l , f o r a l l intents, uses and purposes, be deemed to have been 

produced f r o m such t r a c t . 

The Uni t i zed Substances al located to each t r a c t shal l be d i s t r ibu ted among, 

or accounted f o r to the par t ies executing, consenting to or r a t i f y i n g this A g r e e ­

ment ent i t led to share i n the product ion f r o m such t r a c t i n the same manner, i n 

the same propor t ions , and upon the same condit ions, as they would have par t i c ipa ted 

and shared i n the product ion f r o m such t r ac t s , or i n the proceeds thereof , had 

th is Agreement not been entered in to ; and w i t h the same legal f o r c e and ef fec t . 

No t r a c t commi t t ed to this Agreement and qua l i f i ed f o r pa r t i c ipa t ion as above 

provided shal l be subsequently excluded f r o m pa r t i c ipa t ion hereunder on account 

of deplet ion of Un i t i zed Substances and nothing he re in contained shal l be construed 

as r equ i re ing any re t roac t ive adjustment f o r product ion obtained p r i o r to the 

e f fec t ive date of the jo inder of any t r a c t . 

I f the W o r k i n g In te res t and the Royal ty In te res t i n any t r a c t are d iv ided w i t h 

respect to separate parcels or por t ions of such t r a c t and owned severa l ly by 

d i f f e r e n t persons, the percentage pa r t i c ipa t ion assigned to such t r a c t shal l , i n 

the absence of a recordable ins t rument executed by a l l owners and f u r n i s h e d to 

Uni t Operat ion f i x i n g the d iv i s ions of ownership, be divided among such parcels 



or por t ions i n p ropor t ion to the number of su r fac t acres i n each. 

The Unitized Substances allocated to each tract shall be delivered in kind 

to the respective Working Interest Owners and parties entitled thereto by virtue 

of the ownership of oil and gas rights therein or by purchase from such owners. 

E a c h Working Interest Owner and the parties entitled thereto shall have the 

continuing right to receive such production in mind at a common point within 

the Unit A r e a and to* se l l or dispose of the same as it sees fit. E a c h such party 

shall have the right to construct, maintain and operate a l l necessary facil it ies 

for that purpose on unitized land, provided the same are so constructed, main­

tained and operated as not to interfere with operations carr ied on pursuant 

hereto. Subject to Section 16 hereof, any extra expenditure incurred by Unit 

Operator by reason of the delivery in kind of any portion of the Unitized Sub­

stances shall be borne by the party receiving the same in kind. In the event any 

party hereto shall fai l to take or otherwise adequately dispose of its proportionate 

share of the production from the Unit A r e a currently as and when produced, then 

so long as such conditions continue, Unit Operator, for the account and at the 

expense of such party and in order to avoid curtailing the operation of the Unit 

A r e a , may sel l or otherwise dispose of such production to itself or others on a 

day-to-day basis at not less than the prevailing market price in the area for like 

production, and the account of such party shall be charged therewith as having 

received such production. The net proceeds, if any, of the Unitized Substances 

so disposed of by Unit Operator shall be paid to the party entitled thereto. 

Any party receiving in mind or separately disposing of a l l or any part of the 

Unitized Substance's allocated to any tract, or receiving the proceeds therefrom 

if the same is sold or purchased by Unit Operator, shall be responsible for the 

payment of a l l Royalty on the lease or leases and tracts contributed by it and received 
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into the Uni t , and each such par ty shal l hold each other par ty hereto harmless 

against a l l c l a i m s , demands and causes of ac t ion f o r such Royal ty on the 

lease or leases and t rac t s contr ibuted by i t and received into the Uni t i zed land. 

I f , a f t e r the e f fec t ive date of this Agreement , there is any t r a c t or t r ac t s 

that are subsequently commi t t ed hereto, as provided i n Section 4 (Expansion) 

hereof, or any t r a c t or t r a c t s w i t h i n the Uni t A r e a not commi t t ed hereto as the 

e f fec t ive date hereof but wh ich are subsequently commi t t ed hereto under the 

provis ions of Section 31 (Nonjoinder and Subsequent Joinder) , or i f any t r a c t 

is excluded f r o m the Un i t A r e a as provided f o r i n Section 30 (Loss of T i t l e ) , 

the schedules of pa r t i c ipa t ion as shown i n Exh ib i t " B " , subject to Section 13 

( T r a c t Pa r t i c ipa t ion) or section 31 (Nonjoinder and Subsequent Jo inder) , w h i c h ­

ever is appropr ia te , shal l be rev ised by the Uni t Operator and d i s t r ibu ted to the 

Work ing In te res t Owners, the Supervisor , and the D i r e c t o r to show the new 

percentages of pa r t i c ipa t ion of a l l the then e f f ec t ive ly commi t ted t r a c t s ; and the 

rev i sed schedules, upon approval by the Supervisor or the D i r e c t o r , shal l govern 

a l l the a l loca t ion of product ion f r o m and a f t e r the ef fec t ive date thereof u n t i l a new 

schedule is so approved. I n any such new schedule, the T r a c t P a r t i c i p a t i o n of the 

p rev ious ly qua l i f i ed t rac t s shal l r e m a i n i n the same ra t io one to the other . 

SECTION 16. R O Y A L T Y S E T T L E M E N T : The United States of A m e r i c a and 

a l l Royal ty Owners who, under an exis t ing contract , are ent i t led to take i n k ind 

a share of the substances produced f r o m any t r a c t uni t ized hereunder, shal l 

continue to be ent i t led to such r i gh t to take i n k ind the i r share of the Uni t i zed 

Substances al located to such t r ac t , and Uni t Operator shal l make de l ive r i e s of 

such Royal ty share taken i n k ind i n c o n f o r m i t y w i t h the applicable contracts , laws 

and regula t ions . Sett lement f o r Royal ty In te res t not taken i n k ind shal l be made 

by W o r k i n g In te res t Owners responsible t he re fo r under exis t ing contracts , laws 

and regulat ions , on or before the last day of each month f o r Un i t i zed Substances 
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produced during the preceeding calendar month; provided, however, that 

nothing herein contained shall operate to relieve the lessees of any land from their 

respective lease obligations for the payment of any Royalty due under their 

leases, except that such Royalty shall be computed in accordance with the 

terms of this Unit Agreement. 

If gas obtained from lands not subject to this Agreement is introduced 

into the Unitized Formation, for use in repressuring, stimulation of production 

or increasing ultimate recovery in conformity with a plan approved pursuant to 

Section 12 (Plan of Operations), a like amount of gas, less appropriate deductions 

for loss from any cause, may be withdrawn from the Unitized Formation, 

Royalty free as to dry gas but not as to the products extracted therefrom; 

provided such withdrawal shall be pursuant to such condition's and formulas as 

may be prescribed or approved by tbe Supervisor and provided further that 

such right of withdrawal shall terminate as of the effective date of termination 

of the Unit Agreement. If liquefied petroleum bases obtained from lands or 

formations not subject to this agreement be injected into the Unitized Formation 

for the purpose of increasing ultimate recovery, which shall be in conformance 

with a plan f i rs t approved by the Supervisor, part or a l l of such liquefield petroleum 

gases may be withdrawn royalty free pursuant to such conditions and formulas as 

may be prescribed or approved by the Supervisor. 

Royalty due the United States shall be computed as provided in the operating 

regulations and paid in value or delivered in kind as to a l l Unitized Substances on 

the basis of the amounts thereof allocated to the Unitized F e d e r a l land as provided 

herein at the rates specified in the respective Federa l leases or at such lower rate 

or rates as may be authorized by law or regulation; provided, that for leases on 

which the royalty rate depends on the daily average production per well , said 

average production shall be determined in accordance with the operating regulation 

as though the unitized lands were a single consolidated lease. 

E a c h Royalty Owner (other than the United States of America) that executes 

this Agreement represents and warrants that it is the owner of a Royalty Interest 

in a tract or tracts within the Unit A r e a as its interest appears in Exhibit "B" attached 

hereto. If any Royalty Interest in a tract or tracts should be lost by title 
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f a i l u r e or otherwise i n whole or i n par t , dur ing the t e r m of this Agreement , 

then the Royal ty In teres t of the par ty represent ing h i m s e l f to be the owner 

thereof shal l be reduced propor t iona te ly and the in te res t of a l l par t ies sha l l 

be adjusted accord ing ly . 

SECTION 17. RENTAL, S E T T L E M E N T : Rentals or m i n i m u m roya l t i es 

due on leases commi t t ed hereto shal l be paid by Work ing In te res t Owners 

responsible t he re fo r under exis t ing contracts , laws and regulat ions , p rov ided 

that nothing herein 'contained shal l operate to re l i eve the lessees of any land 

f r o m the i r respect ive lease obligations f o r the payment of any rentals or 

m i n i m u m roya l ty i n l i e u thereof , due under t he i r leases. Rental or m i n i m u m 

roya l ty f o r lands of the Uni ted States of A m e r i c a subject to th is Agreement 

sha l l be paid at the rate speci f ied i n the respect ive leases f r o m the Uni ted 

States of A m e r i c a , unless ren ta l or m i n i m u m roya l ty i s waived, suspended, or 

reduced by law or by approval of the Secre tary or his duly author ized r ep ­

resentat ive . 

SECTION 18. CONSERVATION: Operations hereunder and product ion of 

Uni t i zed Substances shal l be conducted to provide f o r the most economical and 

e f f i c i en t r ecovery of said substances without waste, as def ined by or pursuant 

to Fede ra l and State laws and regulat ions . 

SECTION 19. D R A I N A G E : The Uni t Operator shal l take appropr ia te 

and adequate measures to prevent drainage of Uni t i zed Substances f r o m 

uni t ized land by we l l s on land not subject to this Agreement or , w i t h p r i o r consent 

of the D i r e c t o r , pursuant to applicable regulat ions, pay a f i a r and reasonable 

compensatory roya l ty as de termined by the Supervisor . 

S E C T I O N 20.- L E A S E S AND C O N T R A C T S C O N F I R M E D AND E X T E N D E D : The 

terms, conditions and provisions of a l l leases, subleases and other contracts 

relating to exploration, drill ing, development or operation for oil or gas on 

lands committed to this Agreement are hereby expressly modified and amended to 

the extent necessary to make the same conform to the provisions hereof, but 

otherwise to remain in full force and effect, and the parties hereto hereby 

consent that the Secretary by his approval hereof, or by the approval hereof by 
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his duly authorized representatives, does hereby establish, alter, change 

or revoke the drill ing, producing, rental, minimum royalty and royalty 

requirements of Federa l leases committed hereto and the regulations in 

respect thereto to conform said requirements to the provisions of this Agreement, 

Without l i m i t i n g the general i ty of the foregoing , a l l leases, subleases and 

contracts are p a r t i c u l a r l y mod i f i ed i n accordance w i t h the f o l l o w i n g : 

(a) The development and operat ion of lands subject to th is Agreement 
under the t e r m s hereof shal l be deemed f u l l pe r fo rmance of a l l obligations f o r 
development and operat ion w i t h respect to each and every par t or separately 
owned t r a c t subject to th is Agreement , regardless of whether there is any 
development of any pa r t i cu l a r par t or t r a c t of the Uni t A r e a , notwithstanding 
anything to the con t ra ry i n any lease, operat ing agreement or other contrac t 
by and between the par t ies hereto, or t he i r respect ive predecessors i n in te res t , 
or any of them. 

(b) D r i l l i n g , producing or secondary recovery operations p e r f o r m e d 
hereunder upon any t r a c t of uni t ized lands shal l be accepted and deemed to be 
p e r f o r m e d upon and f o r the benefi t of each and every t r a c t of un i t ized land, and 
no lease shal l be deemed to expire by reason of f a i l u r e to d r i l l o r produce we l l s 
situated on land the re in embraced. 

(c) Suspension of d r i l l i n g or producing operations on a l l un i t i zed lands 
pursuant to d i r e c t i o n or consent of the Secretary of his duly author ized represen­
ta t ive , shal l be deemed to constitute such suspension pursuant to such d i r e c t i o n 
or consent as to each and every t r a c t of uni t ized lands. 

(d) Any Federa l lease for a fixed term of twenty (20) years or any 
renewal thereof or any part of such lease which is made subject to this Agree ­
ment shall continue in force beyong the term profided therein until the t ermi ­
nation hereof. Any other Federa l lease committed hereto shall continue in force 
beyong the term so provided therein or by law as to the committed land so long as 
such lease remains committed hereto, or in the event actual drilling operations 
are commenced on unitized land, in accordance with the provisions of this Agree ­
ment, prior to the end of the pr imary term of such lease and are being diligently 
prosecuted at that time, such lease shall be extended for two years and so long 
thereafter as oil or gas is produced in paying quantities in accordance with the 
provisions of the Mineral Leasing Action Revision of I960. 

(e) E a c h sublease or contract relating to the operation and develop­
ment of unitized substances from lands of the United States committed to this 
agreement, which by its terms would expire prior to the time at which the under­
lying lease, as extended by the immediately preceeding paragraph, wi l l expire, 
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is hereby extended beyond any such t e r m so provided the re in so that i t shal l 
be continued in f u l l fo rce and ef fec t f o r and dur ing the t e r m of the under ly ing 
lease as such t e r m is he re in extended. 

(f ) The segregation of any Fede ra l lease commi t t ed to th is Agreemen t 
is governed by the f o l l o w i n g p rov i s i on i n the f o u r t h paragraph of Section 17 ( j ) 
of the M i n e r a l Leasing A c t as amended by the A c t of September 2, I960, (74 
Stat. 781-784): "Any (Federal ) lease here tofore or he rea f te r commi t t ed to any 
such (unit) plan embrac ing lands that are i n par t w i t h i n and i n par t outside of 
the area covered by any such plan shal l be segregated into separate leases as to the 
lands commi t t ed and the lands not commi t t ed as of the ef fec t ive date of u n i t i z ­
a t ion : Provided , however, that any such lease as to the nonunit ized p o r t i o n 
sha l l continue i n fo rce and ef fec t f o r the t e r m thereof but not f o r less than two 
years f r o m the date of such segregation and so long the rea f t e r as o i l or gas is 
produced i n paying quant i t ies" . 

SECTION 2 1 . CORRECTION OF ERRORS: I t is hereby agreed by a l l par t ies 

to th is Agreement that Uni t Operator is empowered to c o r r e c t any mathemat ica l 

or c l e r i c a l e r r o r s wh ich may exist i n the per t inent exhibi ts to th is Agreement ; 

provided, however, that c o r r e c t i o n of any e r r o r other than mathemat ica l or 

c l e r i c a l shal l be made by Uni t Operat ion only a f t e r f i r s t having obtained approval 

of W o r k i n g In te res t Owners, and the Supervisor . 

. S E C T I O N 22. C O V E N A N T S RUN WITH L A N D : The covenants herein shall 

be construed to be covenants running with the land with respect to the interest of 

the parties hereto and their successors in interest until this Agreement t e r m i ­

nates, and any grant, transfer or conveyance of interest in land or leases subject 

hereto shall be and hereby is conditioned upon the assumption of a l l privileges 

and obligations hereunder by the grantee, transferee or other successor in 

interest. No assignment or transfer of any Working Interest subject hereto 

shall be binding upon Unit Operator until the f i rs t day of the calendar month 

after Unit Operator is furnished with the original, or acceptable photostatic or 

certified copy, of the recorded instrument of transfer; and no assignment or 

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

Working Interest Owner responsible therefor until the f irs t day of the calendar 

month after said Working Interest Owner is furnished with the original, or 

acceptable photostatic or certified copy, of the recorded instrument of transfer . 
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SECTION 23. E F F E C T I V E D A T E AND T E R M : This Agreement sha l l 

become binding upon each pa r ty who executes or r a t i f i e s i t as of the date of 

execution or r a t i f i c a t i o n by such pa r ty and sha l l become e f fec t ive as of 7 a. m . 

on the f i r s t day of the month next f o l l o w i n g : 

(a) The execution or r a t i f i c a t i o n of this Agreement and the Uni t Oper­
at ing Agreement by Work ing In te res t Owners owning a combined uni t p a r t i c i p a t i o n 
of at least 75%, and the execution or r a t i f i c a t i o n of this Agreement by Record 
In teres t , i n said Uni t Area ; and 

(b) The approval of this Agreement by the Secretary or his duly author­
ized rep resen ta t ive . , 

(c) The f i l i n g f o r r e c o r d i n Eddy County, New Mexico , of a c e r t i f i c a t e 
to the e f fec t that p r o v i s i o n (a) and (b) of this sect ion have been compl ied w i t h 
and stat ing f u r t h e r the e f fec t ive date and the loca t ion of the governmenta l agency 
o f f i ce s where copies of this Agreement are f i l e d . 

I f (a), (b) and (c) above are not accomplished on or before January 1, 
1967, this Agreement shal l ipso facto expi re on said date (here inaf te r ca l led 
" e x p i r a t i o n date") and thereaf te r be of no f u r t h e r fo rce or e f fec t , unless p r i o r 
thereto this Agreement has been executed or r a t i f i e d by W o r k i n g In te res t Owners 
owning a combined uni t pa r t i c i pa t i on of at least 75%, and the Work ing In te res t , 
Ov/ners owning a combined uni t pa r t i c i pa t i on of at least 75% commi t t ed to this 
Agreement have decided to extend said exp i ra t ion date f o r a p e r i o d not to exceed 
s ix (6) months (here inaf te r ca l led "extended exp i ra t ion date"). I f said e x p i r a ­
t i o n date is so extended and (a), (b) and (c) are not accomplished on o r before 
said extended exp i ra t ion date, this Agreement shal l be ipso facto expi re on said 
extended exp i r a t i on date and thereaf te r be of no f u r t h e r f o r c e and e f fec t . F o r 
the purpose of this Section, ownership shal l be computed on the basis of the 
U n i t Operat ing Agreement . 

Uni t Operator shal l , w i t h i n t h i r t y (30) days a f t e r the e f fec t ive date of 
this Agreement , f i l e f o r r e c o r d i n the o f f i ces where a counterpar t of this Agrees 
ment is recorded , a c e r t i f i c a t e to the e f fec t that this Agreement has become 
e f fec t ive to i t s t e r m s and stat ing f u r t h e r the e f fec t ive date. 

The t e r m s of this Agreement shal l be f o r and dur ing the t i m e that Un i t i z ed 

Substances are produced i n paying quantit ies f r o m the Uni t A r e a and as long the re ­

a f t e r as d i l igen t d r i l l i n g , r e w o r k i n g or other operations ( inc luding secondary 

r ecove ry operations) are prosecuted thereon wi thout cessation of m o r e than 

ninety (90) consecutive days, unless sooner t e rmina t ed by Work ing In te res t 

Owners i n the manner he re ina f t e r p rov ided . 

This Agreement may be t e rmina ted w i t h the approval of the D i r e c t o r of 

W o r k i n g In te res t Owners owning 85% uni t p a r t i c i p a t i o n whenever such W o r k i n g 

In te res t Owners de te rmine that Un i t operations are no longer p r o f i t a b l e , feas ib le , 

or i n the in t e res t of conservat ion. Not ice of any such t e r m i n a t i o n shal l be given 

by U n i t Operator to a l l pa r t i es hereto . 
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Upon t e r m i n a t i o n of this Agreement , the f u r t h e r development and opera t ion of 

the Unit A r e a as a Unit sha l l be adandoned, Unit operations sha l l cease, and t he r e ­

a f t e r the par t ies hereto sha l l be governed by the t e r m s and provis ions of the leases 

and contracts a f fec t ing the separate t r a c t s . 

I f not o therwise covered by the leases uni t ized under th is Agreement , Royal ty 

Owners hereby grant Working In teres t Owners a pe r iod of s ix (6) months a f t e r t e r m i ­

nat ion of this Agreement i n which to salvage, s e l l , d i s t r ibu te or otherwise dispose 

of the personal p rope r ty and f a c i l i t i e s used i n connection w i t h Unit operat ions . " 

SECTION 24. R A T E OF PROSPECTING, D E V E L O P M E N T A N D PRODUCTION: 

A l l p roduct ion and the disposal thereof shal l be i n c o n f o r m i t y w i t h a l locat ions and 

quotas made or f i x e d by any duly author ized person or regu la to ry body under any Fede ra l 

or State statute. The D i r e c t o r is hereby vested w i t h au thor i ty to a l ter or m o d i f y - f r o m 

t i m e to t i m e , at h is d i sc re t ion , the rate of prospect ing and development and w i t h i n the 

l i m i t s made or f i x e d by the Commiss ion to a l te r or m o d i f y the quanti ty and rate of 

p roduc t ion under th is Agreement , such author i ty being hereby l i m i t e d to a l t e r a t ion 

or m o d i f i c a t i o n i n the public in te res t , the purpose thereof and the public in te res t to be 

served thereby to be stated i n the order of a l t e ra t ion or m o d i f i c a t i o n . 

Powers i n th is Section vested i n theDi rec to r shal l only be exerc ised a f t e r notice 

to Unit Operator and opportuni ty f o r hear ing to be held not less than f i f t e e n days f r o m 

not ice . 

SECTION 25. NONDISCRIMINATION: In connection w i t h the pe r fo rmance of 

w o r k under th is agreement , the operator agrees to comply w i t h a l l of the provis ions 

of Section 202 (1) to (7) i nc lus ive , of Execut ive Order 11246 (30 F . R . 12319), which 

a re hereby incorpora ted by re fe rence to th is Agreement . 

SECTION 26, A P P E A R A N C E S : Unit Operator sha l l have the r i g h t to appear 

f o r or on behalf of any and a l l in teres ts af fec ted hereby 
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before the Depar tment , and the Commiss ion and to appeal f r o m any order issued 

under the ru les and regulat ions of the Department , or the Commiss ion , or to apply 

f o r r e l i e f f r o m any of said ru les and regulat ions or i n any proceedings r e l a t ive to the 

operations vefore the Depar tment , or the Commiss ion , or any other l ega l ly const i tuted 

au thor i ty ; p rov ided , however, that any other in teres ted par ty shal l also have the r i g h t 

at his or i t s own expenses to be heard i n any such proceeding. 

SECTION 27. NOTICES: A l l not ices , demands, objections or statements r equ i r ed 

hereunder to be given or rendered to the par t ies hereto shall be deemed f u l l y given i f 

made i n w r i t i n g and personal ly de l ivered to the par ty or par t ies or sent by postpaid 

c e r t i f i e d ' m a i l , addressed to such pa r ty or par t ies at the i r respect ive addresses set 

f o r t h i n connection w i t h the signatures hereto or to the r a t i f i c a t i o n or consent hereof 

or to ssuch other address as any such par ty or par t ies may have fu rn i shed i n w r i t i n g 

to the pa r ty sending the not ice , demand or statement. 

SECTION 28. NO WAIVER OF C E R T A I N RIGHTS: Nothing i n th is Agreement 

contained sha l l be constured as a waiver by any pa r ty hereto of the r i gh t to asser t any 

lega l or cons t i tu t ional r i g h t or defense as to the v a l i d i t y or i n v a l i d i t y of any law of 

the State where in said uni t ized lands are located, or rules or regulat ions issued 

thereunder i n any way a f fec t ing such pa r ty , or as a waiver by any such pa r ty of any 

r i g h t beyond his or i t s au thor i ty to waive . 

SECTION 29. U N A V O I D A B L E D E L A Y : A l l obligations under this Agreement 

r e q u i r i n g the Unit Operator to commence or continue secondary r ecove ry operations 

or to operate on or produce Uni t ized Substances f r o m any of the lands covered by th is 

Agreement shal l be suspended w h i l e , but only so long as the Unit Operator despite the 

exerc ise of due care and d i l igence , is prevented f r o m complying w i t h such obl igat ions , 

i n whole or i n pa r t , by s t r i k e s , acts of God, Fede ra l , State or mun ic ipa l law or agency, 

unavoidable accident, uncontro l lable delays i n t r anspor ta t ion , i n a b i l i t y to obtain necessary 
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mate r i a l s in open marke t , or other mat te rs beyond the reasonable 

con t ro l of the Uni t Operator whether s i m i l a r to mat te r s he re in en­

umerated or not. 

SECTION 30. LOSS OF T I T L E : In the event t i t l e to any t rac t of 

uni t ized land shal l f a i l so as to render the t r ac t inoperable under this 

Agreement and the t rue owner cannot be induced to j o i n this Uni t A g r e e ­

ment, such t r ac t shal l be au tomat ica l ly regarded as not commi t t ed hereto 

and there shal l be such readjus tment of f u tu r e costs and benefits as may 

be requ i red on account of the loss of such t i t l e . In the event of a dispute 

as to t i t l e as to any Royalty, Work ing In teres t or other in teres t subject 

thereto, payment or d e l i v e r y on account thereof may be wi thhe ld wi thout 

l i a b i l i t y or in te res t u n t i l the dispute is f i n a l l y set t led; provided , that, as 

to Federa l land or leases, no payments of funds due the United States of 

A m e r i c a shal l be wi thhe ld , but such funds shal l be deposited as d i rec ted 

by the Supervisor , to be held as unearned money pending f i n a l set t lement 

of the t i t l e dispute, and then applied as earned or re turned in accordance 

w i t h such f i n a l set t lement. 

Unit Operator as such is re l ieved f r o m any re spons ib i l i t y f o r any 

defect or f a i l u r e of any t i t l e hereunder. 

SECTION 3 1 . NONJOINDER AND SUBSEQUENT JOINDER: I f the 

owner of any substantial in te res t i n a t r ac t w i t h i n the Unit A r e a f a i l s or 

refuses to subscribe, r a t i f y , or consent in w r i t i n g to this Agreement , the 

Working In teres t Owner i n that t r ac t who has executed or r a t i f i e d this A g r e e ­

ment may wi thdraw said t r ac t f r o m this Agreement by w r i t t e n notice to the 

D i r e c t o r , and Uni t Operator p r i o r to the e f fec t ive date of this Agreement . 

Joinder by any Royalty Owner, at any t ime , must be accompanied by appro­

pr ia te jo inder of the corresponding Work ing In te res t Owner in order f o r the 

in te res t of such Royalty Owner to.be regarded as e f fec t ive ly commi t t ed . 

Joinder to the Uni t Agreement by a Working In teres t Owner, at any t ime , 

must be accompanied by appropr ia te jo inder to the Uni t Operat ing Agreement 

i n o rde r f o r such in te res t to be regarded as e f f e c t i v e l y commi t t ed to this Uni t 

Agreement . 
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Any o i l or gas in te res t in the Uni t ized Format ions under ly ing the 

Unit A r e a not commi t t ed hereto p r i o r to submission of this Agreement 

to the D i r e c t o r f o r f i n a l approval may thereaf te r be commi t ted hereto 

upon compliance w i t h the applicable p rov is ions of this Section and of 

Section 14 (Trac ts Qual i f ied f o r Unit Par t i c ipa t ion) hereof , at any t ime 

up to the e f fec t ive date hereof and f o r a per iod to and including s ix (6) 

months thereaf te r , on the same basis of pa r t i c ipa t i on as provided i n 

Section 13 (Trac t Pa r t i c ipa t ion) , by the owner or owners thereof subs­

c r i b i n g , r a t i f y i n g , or consenting i n w r i t i n g to this Agreement and, i f 

the in teres t is a Working In teres t , by the owner of such in te res t subs­

c r i b i n g also to the Unit Operat ing Agreement . 

I t is understood and agreed, however, that f r o m and a f t e r s ix (6) 

months f r o m the ef fec t ive date hereof the r i g h t of subsequent jo inder 

as provided in this Section shal l be subject to such requi rements or 

approvals and on such basis as may be agreed upon by ninety (90%) 

percent of the Working In teres t Owners (based upon the percentages 

of pa r t i c ipa t ion i n the Uni t A r e a ) . Such jo inder by a proposed Work ing 

In teres t Owner must be evidenced by his execution or r a t i f i c a t i o n of 

this Agreement and the Uni t Operat ing Agreement . Such jo inder by a 

proposed Royalty Owner must be evidenced by his execution, r a t i f i c a ­

t ion or consent of this Agreement and must be consented to i n w r i t i n g 

by the Work ing In te res t Owner responsible f o r the payment of any bene­

f i t s that may accrue hereunder in.behalf of such proposed Royalty Owner. 

Except 'as may be otherwise he re in provided , subsequent jo inder to this 

Agreement shal l be e f fec t ive at 7:00 a . m . as of the f i r s t day of the month 

f o l l o w i n g the f i l i n g w i t h the Supervisor of duly executed counterpar ts of 

any and a l l documents necessary to establ ish e f fec t ive commi tment of any 

t r ac t or in te res t to this Agreement , unless objec t ion to such jo inder by 

the D i r e c t o r is duly made w i t h i n s ix ty (60) days a f t e r such f i l i n g . 

S E C T I O N 32. C O U N T E R P A R T S : This Agreement may be executed 

in any number of counterparts, no one of which needs to be executed by 

a l l parties and may be ratified or consented to by separate instrument 

in writing specifically referring hereto , and shall be binding upon 
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a l l those par t ies who have executed such a counterpar t , r a t i f i c a t i o n or 

consent hereto w i t h the same fo rce and ef fec t as i f a l l par t ies had signed 

the same document, and regardless of whether or not i t is executed by 

a l l other par t ies owning or c l a iming an in te res t i n the lands w i t h i n the 

above descr ibed Uni t A r e a . 

SECTION 33. TAXES : Each par ty hereto sha l l , f o r i t s own account, 

render and pay i ts share of any taxes levied against or measured by the 

amount or value of the Uni t ized Substances produced f r o m the uni t ized 

land; provided , however, that i f i t is r equ i red or i f i t be de termined that 

the Uni t Operator or the severa l Work ing In te res t Owners must pay or 

advance said taxes f o r the account of the par t ies hereto, i t is hereby 

express ly agreed that the par t ies so paying or advancing said taxes shal l 

be r e imbursed the re for by the par t ies hereto, including Royalty Owners, 

who may be responsible f o r the taxes on the i r respect ive al located share 

of said Uni t ized Substances. No such taxes shal l be charged to the United 

States nor to any lessor who has a contract w i t h a lessee which requ i res 

his lessee to pay such taxes. 

S E C T I O N 34. C O N F L I C T O F S U P E R V I S I O N : Neither the Unit Ope­

rator nor the Working Interest Owners, nor 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 liability 

on account of delay or failure in whole or in part to comply with any appli­

cable provisions thereof to the extent that the said Unit Operator or the 

Working Interest Owners, or any of them, are hindered, delayed or pre­

vented from complying therewith b,: reason of failure of the Unit Operator 

to obtain, in the exercise of due diligence, the concurrence of proper repre­

sentatives of the United States and proper representatives of the State of New 

Mexico in and about any matters or things concerning which it is required 

herein that such concurrence be obtained. The parties hereto and the Com­

mission agree that a l l powers and authority vested in the Commission in and 
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by any provis ions of this Agreement are vested i n the Commiss ion 

and shal l be exercised by i t pursuant to the prov is ions of the laws 

of the State of New Mexico and subject i n any case to appeal or 

j u d i c i a l rev iew as may now or hereaf te r be provided by the laws 

of the State of New Mex ico . 

SECTION 35. BORDER A G R E E M E N T S : Subject to the approval 

of the Supervisor , the Uni t Operator , w i t h concurrence of s ix ty (60%) 

percent of the Working In teres t Owners, based upon the percentages 

of pa r t i c ipa t ion in ' the Uni t A r e a , may enter into a border p ro tec t ion 

agreement or agreements w i t h the Work ing In te res t Owners of ad ja ­

cent lands along the boundaries of the Uni t A r e a w i t h respect to the 

operations i n the border area f o r the m a x i m u m u l t ima te recovery , 

conservat ion purposes and proper p ro tec t ion of the par t ies and in t e ­

res t s . 

SECTION 36. NO PARTNERSHIP: I t is express ly agreed that 

the r e l a t i on of the par t ies hereto is that of independent cont rac tors 

and nothing i n this Agreement contained, expressed or i m p l i e d , or 

any operations conducted hereunder, shal l create or be deemed to 

create a par tnersh ip or associat ion between the par t ies hereto or 

any of them. 

S E C T I O N 37. O I L IN L E A S E T A N K A G E ON E F F E C T I V E D A T E : 

Unit Operator shall make a proper and timely gauge of a l l lease and 

other tanks within the Unit A r e a in order to ascertain the amount of 

merchantable oil in such tanks, above the pipe line connections, as 

of 7:00 a . m . on the effective date -hereof. A l l such oil as is a part 

of the prior allowable of the wel l or wells from which the same was 

produced shall be and remain the property of the Working Interest 

Owners entitled thereto the same as if the Unit had not been formed, 

and such Working Interest Owners shall promptly remove said oil 

from the Unit A r e a . Any such oil not so removed may be sold by 

the Unit Operator for the account of such Working Interest Owners, 

subject to the payment of a l l Royalty to Royalty Owners under the 

terms and provisions of the applicable lease or leases and 
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other cont rac t s . A l l such o i l and gas as i s i n excess of the p r i o r a l lowable 

of the w e l l or we l l s f r o m wh ich the same was produced shal l be regarded and 

t rea ted the same as Uni t i zed Substances produced a f t e r the e f fec t ive date hereof . 

I f , as of the e f fec t ive date hereof, any t r a c t is overproduced w i t h respect to 

the al lowable of the w e l l o r we l l s on that t r a c t and the amount of 'such o v e r ­

produc t ion has been sold or otherwise disposed of, such over p roduc t ion sha l l 

be regarded and included as a pa r t of the Uni t i zed Substances produced a f t e r 

the e f fec t ive date-hereof and the amount thereof charged to such t r a c t as having 

been de l ive red to the persons ent i t led to Uni t i zed Substances a l located to such 

t r a c t . 

SECTION 38. PERSONAL PROPERTY, E X C E P T E D : A l l lease and w e l l 

equipment, m a t e r i a l s , and other f a c i l i t i e s here tofore or he rea f t e r placed by 

any of the W o r k i n g In te res t Owners on the lands subject to this Agreemen t shal l 

de deemed to be and shal l r e m a i n personal p rope r ty belonging to and may be r e ­

moved by the Work ing In te res t Owners (subject to the prov is ions of Section 12). 

The r igh t s and in te res t s the re in as among Work ing In te res t Owners are covered 

by the Uni t Operat ing Agreement . 

I N WITNESS WHEREOF, the par t ies hereto have caused this Agreemen t to 

be executed and have set opposite the i r respect ive names the date of execut ion. 

DATE: April U, 1966 &£SL^; JU^Jt^ Kg. .SSSSg ft* 
ADDRESS: L ibe r ty Bank Bui lding < z f ^ 

Oklahoma C i t y , Oklahoma 

DATE: ^/W f ] /? 6 C. BY: A - - / / ' / , c^^^J 
7 ' ADDRESS: A?^ / Mj-Y^y. , 

DATE: llrGfruU BY: ^ I f h J c A ^ Z^-7) 
ADDRESS: J^O~7 6?Krz>A/ 

D A T E : B Y : 
ADDRESS: 

U N I T O P E R A T O R A N D / O R WORKING INTEREST OWNERS. 0 

RAY SMITH, OPERATOR 
D A T E : A p r i l 19, 1966 B Y / ^ / / , V / I ^ . / ~~~~~~ 

ADDRESS: 33TJ0 Republ ic Bank B u i l d i n g 
D a l l a s , Texas 

R O Y A L T Y OWNER. 



other contracts. AH such o i l and gas as : is in excess of the p r io r allowable 

of the wel l or wells f r o m which the same was produced shall be regarded and 

treated the same as Unitized Substances produced after the effective date hereof. 

I f , as of the effective date hereof, any tract is overproduced wi th respect to 

the allowable of the wel l or wells on that t ract and the amount of "such over­

production has been sold or otherwise disposed of, such over production shall 

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

the effective date,hereof and the amount thereof charged to such tract as having 

been delivered to the persons entitled to Unitized Substances allocated to such 

tract. 

SECTION 38. PERSONAL PROPERTY. EXCEPTED: A l l lease and wel l 

equipment, materials , and other faci l i t ies heretofore or hereafter placed by 

any of the Working Interest Owners on the lands subject to this Agreement shall 

de deemed ,to be and shall remain personal property belonging to and may be r e ­

moved by the Working Interest Owners (subject to the provisions of Section 12). 

The rights and interests therein as among Working Interest Owners are covered 

by the Unit Operating Agreement. 

IN WITNESS WHEREOF, the parties hereto have caused this Agreement to 

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

\.;.;.?.:!;^v;\ LESSEES OF RECORD 

13 -33 
r . . D A T E - . ^ / 7 June T, 1966 ADDK±t>i> -Liberty Bank Blrtg., 0K1fl.filt,y,0kla. 

' 'M'TE': ' ' ' <31~ b b ' . BY:' X ( A ( y ^ s ^ c ^ s ^ (TRP) 
ADDRESS: 'P./ttti" 

DATE: & - t h ' ( , U BY: ( 7 ^ ^ - ^ ^ . ( / ^ x ^ U , ^ (LBB) 
ADDRESS: P. 0. Box 935 

Midland, Texas 

DATE: ( o , ! Z ~ & L BY: ^ S s . / Y ' t t ^ t Z ^ f (JH) 
ADDRESS: . 0. Box 9>5/? 

Midland^ Texas 
UNIT OPERATOR AND/OR WORKING INTEREST OWNERS. 

DA TE:__ BY: 
ADDRESS: 

ROYALTY OWNER. 



THE STATE OF TEXAS X 

I 
COUNTY OF DALLAS X 

P & ̂  t» < " * ' 

BEFORE ME, the undersigned authority, on this day personally appeared 
RAYMOND THOMASSON, known to me to be the person whose name i s subscribed to the 
foregoing instrument, and acknowledged to me that he executed the same for the 
purposes and consideration therein expressed. 

GIVEN UNDER MY HAND AND SEAL OF OFFICE on this the 8th day of A p r i l , 
A.D., 1966. _ 

My commission expires 6/1/66 Notary Public i n and for Dallas 
County, Texas 

THE STATE OF TEXAS I 

X 
COUNTY OF DALLAS I 

BEFORE ME, the undersigned authority, on this day personally appeared 
BEN F. MITCHEL, known to me to be the person whose name i s subscribed to the 
foregoing instrument, and acknowledged to me that he executed the same f o r the 
purposes and consideration therein expressed. 

GIVEN UNDER MY HAND AND SEAL OF OFFICE on this the 11th day of A p r i l , 
A.D., 1966. 

My commission expires 6/1/66 
Iotary/Pu#lic i n and for Dallas 
County, Texas 

THE STATE OF TEXAS X 

I 
COUNTY OF DALLAS X 

BEFORE ME, the undersigned authority, on this day personally appeared 
RAY SMITH, known to me to be the person whose name i s subscribed to the fore­
going instrument, and acknowledged to me that he executed the same for the 
purposes and consideration therein expressed. 

GIVEN UNDER MY HAND 'AND SEAL OF OFFICE on this the 19th day of A p r i l , 
A.D., 1966. 

Nell M. Heflin, NotaryTPublic i n 
i t / , 1 

My commission expires 6/1/66 
and for Dallas Counl Texas 



TJEE STATE OF OKLAHOMA ^ 
I Corporation Acknowledgment 

COUNTY OF OKLAHOMA j 

BEFORE ME, the undersigned authority, on this day personally appeared 
K. C. AND5RS0N. known to me to be the person whose name 

is subscribed to the foregoing instrument as Vice President 
of Apeo Oil Corporation , a corporation, and 
acknowledged to me that he executed the same as the act and deed of said " • • . . 
corporation for the purposes and consideration therein expressed and i n the 

• capacity, therein stated. -
-'y'.'\ v iC;-: _ . 

• / y \ } t '̂ GIVEN UNDER MY HAND AND SEAL OF OFFICE on t h i s the < t h day o f 
, .:':'June , A . D . , 19 66 . 

:^Ls^V" ' yhs^n) AM^-^T 
• i • / , 0 ".N No/aff i Public i n and f o r Oklahoma 
'"- - .Cecity, Oklahoma 

My Commission expires: 

THE STATE OF OREGON X 
X Single Acknowledgment 

COUNTY OF JOSEPHINE J & . 

BEFORE ME, the undersigned authority, on this day personally appeared 
T. R. PARKER s known to me to be the person whose name 

is subscribed to the foregoing instrument, and acknowledged to me that he 
executed the same for the purposes and consideration therein expressed. 

GIVEN UNDER MY HAND AND SEAL OF OFFICE on this the &/ ^ day of...'-
May. , A.D., 19 66 . ^ 

Notary r\ibliQ^^ ;^^^forJoseVrifhe, ^ ; 

County, Oregon • •• <>. V'" l • ' . ' 

My Commission expires: ' W « « ^ ^ ^ & J ¥ , " A , 

. 4--i7-e.n '^r:r-% ' ' . 

THE STATE OF TEXAS X 

X 
COUNTY OF MIDLAND X 

BEFORE ME, the undersigned authority, on this day personally' appeared 
Lewis B. Burleson and Jack Huff known to me to be the personswhose names 
are subscribed to the foregoing instrument, and acknowledged to me that they 
executed the same for the purposes and consideration therein expressed. 

.N̂

u!""""/,. (M 
c-:'"<̂  t.V:?̂  fc GIVEN UNDER MY HAND AND SEAL OF OFFICE on this the / ?>*Q- day of 

^ANV'V "•••• •June , A.D., 19 66 . 

\°&'<.m j-' ./-v/. * Notary Public i n and for Midland 
\"•>','; \y"\;:

:" \ County, Texas 

^''Commission expires: 
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C U R T I S W . M E W B O U R N E 

C O N S U L T I N G P E T R O L E U M E N G I N E E R 

F I D E L I T Y U N I O N L I F E B U I L D I N G 

D A L L A S , T E X A S 7 S 2 0 1 

August 12, I9bi 

Stete Engineer Office 
Capital Building 
Santa Fe, New Mexico 

Re; Ray Smith D r i l l i n g Co. 
Shugart 18-Queen Unit 
Eddy County, New Mexico 

Gentlemen: 

Ray Smith D r i l l i n g Co. has made application to the New 
Mexico O i l Conservation Commission for authorization of 
Unit Agreement and authorization to i n j e c t water for sec­
ondary recovery of the subject Unit. Attached i s a copy 
of the Application, complete with a l l attachments. 

Thank you very much. 

Very t r u l y yours, 

Curtis W. Mewbourne 

CWM:vm 

Attachments 
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THE STATE OF TEXAS J 

X 
COUNTY OF DALLAS I 

BEFORE ME, the undersigned-authority, on t h i s day personally appear­
ed CURTIS MEWBOURNE, known to me to be-a credible person, and who, a f t e r 
being duly sworn, upon oath deposed and said; 

THAT, as Consulting Engineer f o r RAY SMITH DRILLING COMPANY, A f f i a n t 
has personal knowledge of a l l the facts concerning the waterflood project 
i n Eddy County, New Mexico known as the SHUGART 18-QUEEN UNIT; 

THAT, i n accordance with the s i x t h paragraph of Section 23, Page 20, 
Unit Agreement, Shugart 18-Queen Unit, Eddy County, New Mexico, t h i s Cer­
t i f i c a t e Is being f i l e d with the OIL CONSERVATION COMMISSION OF NEW MEXICO, 
Santa Fe, New Mexico, being one of the governmental agency of f i c e s where a 
counterpart of said Unit Agreement was recorded; 

THAT, t h i s C e r t i f i c a t e i s being f i l e d with said o f f i c e s w i t h i n the 
required 30-day l i m i t ; 

FURTHER, that said Unit Agreement has become effe c t i v e as to I t s 
terms and that actual operation of the Unit was eff e c t i v e October 1, 1966. 

SWORN TO AND SUBSCRIBED before me by the said CURTIS MEWBOURNE on 
th i s 18th day of October, 1966. 

COUNTY OF DALLAS X 

BEFORE ME, the undersigned authority, on t h i s day personally ap­
peared CURTIS MEWBOURNE, known to me to be the person whose name Is 
subscribed to the foregoing Instrument, and acknowledged to me that he 
executed the same f o r the purposes and consideration therein expressed. 

GIVEN UNDER MY HAND AND SEAL OF OFFICE on t h i s the 18th day of 
October, A.D., 1956. 

FURTHER A f f i a n t s a i t h not. 

EXECUTED on th i s the 18th day of October, 1966. 



THE STATE OF TEXAS J 
Y 

COUNTY OF DALLAS I 

BEFORE ME, the undersigned authority, on t h i s day personally appear­
ed CURTIS MELBOURNE, known to me to be a credible person, and who, a f t e r 
being duly sworn, upon oath deposed and said; 

THAT, as Consulting Engineer f o r RAY SMITH DRILLING COMPANY, A f f i a n t 
has personal knowledge of a l l the facts concerning the waterflood project 
In Eddy County, New Mexico known as the SHUGART 18-QUEEN UNIT; 

THAT, I n accordance with the s i x t h paragraph of Section 23, Page 20, 
Unit Agreement, Shugart 18-Queen Unit, Eddy County, New Mexico, t h i s Cer­
t i f i c a t e Is being f i l e d with the OIL CONSERVATION COMMISSION OF NEW MEXICO, 
Santa Fe, New Mexico, being one of the governmental agency offices where a 
counterpart of said Unit Agreement was recorded; 

THAT, t h i s C e r t i f i c a t e i s being f i l e d with said o f f i c e s w i t h i n the 
required 30-day l i m i t ; 

FURTHER, that said Unit Agreement has become ef f e c t i v e as to i t s 
terms and that actual operation of the Unit was eff e c t i v e October 1, 19 66. 

SWORN TO AND SUBSCRIBED before me by the said CURTIS MEWBOURNE on 
th i s 18th day of October, 1956. 

THE STATE OF TEXAS I 

I 
COUNTY OF DALLAS J 

BEFORE ME, the undersigned authority, on t h i s day personally ap­
peared CURTIS MEWBOURNE, known to me to be the person whose name Is 
subscribed to the foregoing instrument, and acknowledged to me that he 
executed the same f o r the purposes and consideration therein expressed. 

GIVEN UNDER MY HAND AND SEAL OF OFFICE on t h i s the 18th day of 
October, A.D., 1966. 

FURTHER A f f i a n t s a i t h not. 

EXECUTED on t h i s the 18th day of October, 1966. 


