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UNIT AGRELMENT
FOR THE DEVELOPMENT AND OPERATION OF THE
NORTH SHUGART QULEN UNIT AREA

EDDY COUNTY, NEW MEXTICO

THIS. AGREEMENT entered into as of the __ day of

1969, by and between the parties subscribing,

ratifying or consenting hereto, and herein referred to as
"parties hereto';
WITNESSETH

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

WHEREAS, the Mineral lLeasing Act of February 25, 1920,
(41 Stat. 437, as amended, 30 U.S.C. Sections 181 et seq.)
authorizes Federal lessees and their representatives to unite
with each other or jointly or separately with others in collec-
tively adopting and operating a unit plan of development or
operation of any oil or gas pool, field, or like area, or any
part thereof for the purpose of more properly conserving the
natural resources thereof whenever determined and certified by
the Secretary of the Interior to be necessary or advisable in
the public interest; and

WHEREAS, the 0il Conservation Commission of the State
of New Mzxico is authorized by law (Art. 3, Ch. 65, Vol. 9,
Part 2, 1953 Stat. Anno.) to approve this agreement, and the

conservation provisions hereof; and
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WHEREAS, the parties hereto hold sufficient interests
in the North Shugart Queen Unit Area covering the land herein-
after described to give reasonably effective control of opera-
tions therein; and

WHEREAS, it is the purpose of the parties hereto, to
enable institution and consummation of secondary recovery
operations, to conserve natural resources, to prevent waste
and secure the other benefits obtainable through development
and operation of the area subject to this agreement under the
terms, conditions and limitations herein set forth;

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

ARTICLE T

ENABLING ACT AND REGULATIONS

1.1 The Mineral Leasing Act of February 25, 1920, as
amended, supra, and all valid, pertinent regulations, including
operating and unit plan regulations, heretofore issued there-
under and valid, pertinent and reasonable regulations hereafter
issued thereunder are accepted and made a part of this agree-
ment as to Federal lands, provided such regulations are not
inconsistent with the terms of this agreement; and as to non-

Federal lands, the oil and gas operating regulations in effect

as of the effective date hereof governing drilling and producing

operations, not inconsistent with the terms hereof or the laws
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of the state in which the non-Federal land is located, are
hereby accepted and made a part of this agrecment.

ARTICLE TT

DETINTTIONS

2.1 For the purpose of this agreement, the following
terms and expressions as used herein shall mean:

' is defined as the 0il Conscrva-

(a) "Commission'
tion Commission of the State of New Mexico;

(b) "Director" is defined as the Director of the
United States Geological Survey;

(c¢) "Secretary' is defined as the Secretary of the
Interior of the United States of America;

(d) 'Department' is defined as the Department of
the Interior of the United States of America;

(e) "Supervisoxr'" is defined as the 0il and GCas
Supervisor of the United States Geological Survey for the
region in which the unit area is situated;

(£f) '"Unitized formation'" shall mean that subsurface

portion of the unit area from the top of the Queen formation to

a depth of 200 feet below the top of the Queen formation. The top

of the Queen formation is more particularly identified as that
point of an indicated depth of 3200 feet in the following well
log:

J. J. Travis - Keohane Federal No. 1 located

2310 feet from the South line and 330 feet from

the West line of Section 21, Township 18 South,

Range 31 East,
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" means all oil, gas,

(g) "Unitized substances'
gaseous substances, sulphur contained in gas, condensate,
distillate and all associated and constituent liquid oxr lique-
fiable hydrocarbons within or produced firom the unitized formation

(h) "Tract" means each parcel of land shown as such
and given a tract number in Exhibit "A'" and as described in
Exhibit "B";

(i) '"Tract participation' is defined as the percen-
tage of participation as shown on Exhibit '"C" for allocating
unitized substances to a tract under this agreement;

(j) '"Unit participation' as used herein shall mean
the sum of the tract participations as show on Exhibit "C" for
each working interest owner;

(k) '"Working interest'" is defined as the right to
search for, produce and acquire unitized subgctances whether held
as an incident of ownership of mineral fee simple title, under
an o0il and gas lease, or otherwise held;

(1) '"Working interest owner'" is defined as and
shall mean any party hereto owning a working interest, including
a carried working interest owner, by virtue of a lease, operating
agreement, or otherwise, which interest is chargeable with and
obligated to pay or bear, either in cash or out of production,
or otherwise, all or a portion of the cost of drilling, developing
and producing the unitized substances from the unitized formation
and operation thereof hereunder;

(m) '"Royalty interest" or '"royalty'" is defined as an

interest other than a working interest in or right to receive
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a portion of the unitized substances or the proceceds thereof
and includes the royalty interest rescrved by the lessor by

an 0oil and gas lease and any overriding royalty interest, oil
payment interest, net profit contracts, or any other paymoent
or burden which does not carry with it the right to search for
and produce unitized substances;

(n) "Royalty owner" is defined as and shall mean
the owner of a royalty interest;

(o) "Unit operating agreement'" is defined as and
shall mean any agreement or agreements (whether one or more)
entered into (separately or collectively) by and between the
unit operator and the working interest owners as provided in
Article IX infra, and shall be styled '"Unit Operating Agrecnment,
North Shugart Queen Unit, Eddy County, New Mexico'';

(p) "Unit manager' is defined as the person or cor-
poration appointed by the unit working interest owners upon resig-
nation or removal of the unit operator to perform the duties of
the unit operator until the selection and qualification of a
successor unit operator as provided for in Article VIII hereof.

(q) '"Record owner'" is defined as the holder of the
record title to a lease covering Federal lands according to the
applicable records of the Department of the Interior of the
United States of Ameriéa.

ARTICLE TII

UNIT AREA AND EXHIBITS

3.1 The following described land is hereby designated

as constituting the unit area, all of said land being situated

~in Eddy County, New Mexico, to-wit:
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Township 18 South, Range 31 Fast, N,M,P.M,
Section 20 - E4EY
Section 21 - Wk
Section 28 - NWZNW%

containing 520 acres, more or less

3.2 Exhibit "A" attached hereto is a map shﬁwing the
unit area and the boundaries and identity of tracts and leases
in said unit area to the extent known to the unit operator.
Exhibit "B" attached hereto is a schedule showing, to the extent
known to the unit operator, the acreage comprising each tract,
kind of percentage of ownership of oil and gas interests in each
tract. Exhibit "C" is a schedule showing the percentage of
participation of each tract on the basis of the commitment of
all tracts to this agreement. However, nothing herein or in said
schedule or map shall be construed as a representation by any
party hereto as to the ownership of any interest other than such
interest or interests as are shown in said map or schedule as
owned by such party. Exhibit "A", "B" and "C" shall be revised
by the unit operator whenever changes in the unit area render such
revision necessary, or when requested by the Supervisor and the
required number of copies of such revision shall be filed with
the Supervisor.

3.3 The shapes and descriptions of the respective tracts
have been established by using the best information available.
If it subsequently appears that any tract, because of diverse
royalty or working interest ownership on the effective date hereof,
should be divided into more than one tract, or that any mechanical
miscalculation has been made, unit operator, with the approval of
working interest owners and the Supervisor, may correct the mistake

by revising the exhibits to conform to the facts. The revision
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shall not include any re-cvaluation of enginecring or geolopical

interpretations used in determining tract participation. Fach such

revision of an exhibit shall be effective at 7:00 a.m. on the first
ay of the calendar month next following the filing for record of
the revised exhibit or on such other appropriate date as way be
determined by working interest owners and set forth in the rovised
exhibit, and approved by the Supervisor,

ARTICLE IV

EXPANSTION OF UNIT AREA

4.1 The above described unit area may, when practicable.
be expanded to include therein any additional tract or tracts
regarded as reasonably necessary or advisable for the purposes
of this agreement to conform with the purposes of this agrecment.
Such expansion shall be effected in the following manner:

(a) The working interest owner or owners of a tract
or tracts desiring to bring such tract or tracts into this unit
shall file an application therefor with unit operator requesting
sucih admission.

(b) Unit operator shall circulate a notice of the
proposed expansion to each working interest owner in the unit
and in the tract proposed to be included in the unit, sgetting
out the basis for admission, the unit participation to be
assigned to each tract in the enlarged unit and other pertinent
data. After negotiation (at working interest owners' mecting
or otherwise) if working interest owners having in the aggregate
eighty percent (80%) participation have agreed to such tract or

tracts being brought into the unit, then unit operator shall,
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after preliminary concurrence by the Dirvector:

(1) Prepare a notice of proposed cxpansion de-
scribing the contemplated changes in the boundaries of the unit
arca, the reason therefor, the basis for admission of the addi-
tional tract or tracts, the unit participation to be assigned
thereto and the proposed effective date thereof; and

(2) Deliver copies of said notice to the Supervisor,
each working interest owner and to the lessce and lessor whose
interests are affected, advising such parties that thirty (30)
days will be allowed for submission to the unit operator of any
objection to such proposed expansion; and

(3) TFile, upon the expiration of said thirty (30)
day period as set out in (2) immediately above, with the Com-
mission and Supervisor the following: (a) evidence of mailing
or delivering copies of said notice of expansion; (b) an appli-
cation for such expansion; (c¢) an instrument containing the
appropriate joinders in compliance with the participation
requirements of Article XIII (Tracts Qualified for Unit Partici-
pation); and (d) copy of any objections received.

(4) There shall be no retroactive allocation or
adjustment of unit expense or of interests in the unitized
substances procuced, or proceeds .thereof, prior to the effective
date of expansion and qualification under Article XIII; however,
this limitation shall not prevent an adjustment of investment
by reason of the enlargement.

4.2 The expansion shall, after due consideration of all

pertinent information and approval by the Commission and the
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Supervisor, become effective ags of the date prescribed in the
notice thereof, preferably the first day of a month subsequent
to the date of notice.

4.3 In any approved expansion of ﬁhe unit area the revised

tract participations of those tracts which were committed urior to

N

each such expansion shall remain in the sawme ratio onne to another.

r

ARTICLE V

5.1 All land committed to this agreement as to the unitized
formation shall constitute land referred to herein as "unitized
land" or "land subject to this agreement'. All oil, gas, gaseous
substances, sulphur contained in gas, condensate, distillate and
all associated and constituent 1iquid or liquefiable hydrocarbons
within or produced from the lands committed to this agreement as
to the unitized formation are unitized under the terms of this
agreement and herein are called "unitized substances'. Nothing
herein shall be construed to unitize, pool or in any way affect
the oil, gas and other minerals contained in or that may be pro-
duced from any formation other than the unitized formaticn as
above described.

ARTICLE VI

UNIT OPERATOR

6.1 J. J. Travis of Midland, Texas is hereby designated
the unit operator, and by signing this instrument as unit operator
he agrees and consents to accept the duties and obligations of
unit operator for the operation, development and production of

unitized substances as herein provided. Whenever reference is



1 made herein to the unit operator, such reference means the

2 unit operator acting in that capacity and not as an owncr of
3 interests in unitized substances, and the term "working interest

4 owner' when used herein ghall include or refer to the unit
5 operator as the owner of a working interest when such interest

6 is owned by him.

7 ARTICLE VIT

8 RESIGNATION OR REMOVAT, OF UNIT OPERATOR

9 7.1 Unit operator shall have the right to resign at any
10 time, but such resignation shall not become effective so as to

11 release unit operator from the duties and obligations of unit
12 operator and terminate unit operator's rights as such for a
13 period of six (6) months after written notice of intention to

14 resign has been given by unit operator to allworking interest

15 owners and the Supervisor, and until all unit wells are placed in
16 a condition satisfactory to the Supervisor for suspension, aban-
17 donment or operation, whichever is intended by the unit manager,

18 unless a new unit operator shall have taken over and assumed the
19 duties and obligations of unit operator prior to the expiration

20 of said period.

21 7.2 The resignation of unit operator shall not release

22 unit operator from any liability for any default by him hereunder
23 occurring prior to the effective date of his resignation.

24 7.3 The unit operator shall, upon default or failure in

25 the performance of his duties or obligations hereunder, be subject
26 to removal by vote of working interest owners having in the aggre-

27 gate seventy-five percent (75%) or more participation, after

-10-
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excluding any unit participation of the unit operator. Such
removal shall be effective upon notice thereof to the Supervisor.

7.4 1In all such instances of effective resignation or
removal, until a successor to unit operator is selected and
approved as hereinafter provided, the working interest owners
shall be jointly responsible for the performance of the duties
of the unit operator and shall not later than thirty (30) days
before such resignation or removal becomes effective, appoint
a unit manager to represent them in any action to be taken here-
under.

7.5 The resignation or removal of unit operator under
this agreement shall not terminate its right, title ar interest
as the owner of a working interest or other interest in unitized
substances, but upon the resignation or removal of unit operator
becoming effective, such unit operator shall deliver possession
of all wells, equipment, books and records, materials, appur-
tenances and any other assets, used in conrection with the unit
operations and owned by the working interest owners to the new
duly qualified successor unit opérator or to the unit mahager if
no such new unit operator is elected, to be used for the purpose
of conducting unit operations hereunder. Nothing herein shall be
construed as authorizing the removal of any material, equipment
or appurtenances needed for the preservation of any wells.
Nothing herein contained shall be construed to felieve or dis-
charge any unit operator who resigns or is removed hereunder
from any liability or duties accruing or performable by it prior

to the effective date of such resignation or removal.

-11-
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ARTICLE VIIT

SUCCESSOR UNIT OPERATOR

8.1 Whenever the unit operator shall tender-his resig-
nation as unit operator or shall be removed as hereinabove
provided, the working interest owners shall select a successor
unit operator as herein provided. Such selection shall not
become effective until (a) a unit operator so selected shall
accept in writing the duties and responsibilities of unit
operator, and (b) the selection shall have been approved by
the Supervisor. If no successor unit operator is selected and
qualified aé herein provided, the Director, at his election,
may declare this agreement terminated.

8.2 1In selecting a successor unit operator the affirma-
tive vote of three or more working interest owners having a
total of sixty percent (60%) or more of the total voting interest
in the unit shall prevail; provided that if any one working
interest owner has a voting interest of more than forty percent
(40%), its negative vote or failure to vote shall not be regarded
as sufficient unless supported By the vote of one or more other
working interest owners having a total voting interest of at
least five percent (5%). If the unit operator who is removed
votes only to succeed itself or fails to vote, the successor unit
operator may be selected by the affirmative vote of at least
seventy-five percent (75%) of the voting interest remaining after
excluding any voting interest of unit opertor so removed. 1In
voting under this Article VIII each working interest owner shall

have a voting interest equal to its participation.

-12-
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ARTICLE IX

ACCOUNTING PROVISIONS AND UNIT OPERAVING AGREEMENT

9.1 Costs and expenses incurred by unit operator in
conducting unit operations hereunder shall be paid, apportioned
among and borne by the working interest owners in accordance
with the unit operating agrecment. Such unit operating agree-
merit shall also provide the manner in which the working interest
owners shall be entitled to receive their respective proportionate
and allbcated share of the benefits accruing hereto in conformity
with their underlying operating agreements, leases or other inde-
pendent contracts and such other rights and cobligations as between
unit operator and the working interest owners may be agreed upon
by the unit operator and the working interest owners; however,
no such unit operating agrecment shall be deemed either to modify
any of the terms and conditions of this unit agreement or to
relieve the unit operator of any right or obligation established
under this agreement, and in case of any inconsistency or con-
flict between this agreement and the unit operating agreement,
this unit agreement shall‘prevail. Copies of any unit operating
agreement executed pursuant to this article shall be filed with
the Supervisor as required prior to approval of this agreement.

ARTICLE X

RIGHTS AND OBLIGATIONS OF UNIT OPERATOR

10.1 Except as otherwise specifically provided herein
the exclusive right, privilege and duty of exercising any and
all rights of the parties hereto which are necessary or con-

venient for prospecting for, producing, storing, allocating and

-13-
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distributing the unitized substances are hereby delegated to
and shall be exercised by the unit operator as herein provided.
Upon request by unit operator, acceptable evidence of title to
said rights shall be deposited with said unit opcerator, and
together with this agreement, shall constitute and define the
rights, privileges and obligations of unit operator. Nothing
herein, however, shall be construed to transfer title to any
land or to any lease or operating agreement, it being understood
that under this agreement the unit operator, in its capacity
as unit operator, shall exercise the rights of possession and
use vested in the parties hereto only for the purposed herein
specified.

ARTICLE XTI

PLAN OF OPERATIONS

11.1 It is recognized and agreed by the parties hereto
that all of the land subject to this agreement is reasonably
proved to be pfoductivé of unitized substances in paying quanti-
ties and that the object and purpose of this agreement is to
formulate and to put into effect a secondary recovery project
in order to effect additiond recovery of unitized substances,
prevent waste and conserve natural resources consistent with
good engineering practices expected of a prudent operator. The
parties hereto agree that theunit operator may, subject to the
consent and approval of a plan of operation by the working
interest owners, the Supervisor and the Commission, inject into
the unitized formation through any well or wells completed

therein, brine, water, air, gas, oil, liquefied petroleum gases

-14-
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and any one or more other substances or combination of substances
whether produced from the unitized formation or not, and that the
location of input wells and the rate of injection therein and the
rate of production shall be governed by standards of good geologic
and petroleum engineering practices and conservation methoeds.
Subject to like approval, the plan of operations may be revised

as conditions may warrant.

11.2 The initial plan of operations shall be filed with
the Supervisor and the Commission concurrently with the filing
of this unit agreement for final approval. Said initial plan
of operation and all revisions thereof shall be as complete and
adequate as the Supervisor and the Commission may determine to
be necessary for timely operation consistent herewith. Reason-
able diligence shall be exerciged in complying with the obliga-
tions of the approved plan of operation. Thereafter, from time
to time before the expiration of any existing plan, the unit
opefator shall submit for like approval a plan for an additional
specified period of operation.

Notwithstanding anything to the contrary herein contained,
if unit operator fails to commence unit operations for the second-
ary recovery of unitized substances from the unit area within six
(6) months after the effective date of this agreement or any exten-
sion thereof approved by the Supervisor, this agreement shall ter-
minate automatically upon the expiration of said six (6) month
period.

11.3 The parties hereto subject to prior rights, if any,

grant to the unit operator the use of brine or water or both

-15-
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from any formation in and under the unit area for injection

into the unitized formation and the right to use as much of the
surface of the land within the unit area as may reasonably be
necessary for unit operations insofar as these fighﬁs are granted
by the oil and gas leases.

ARTICLE XIT

TRACT PARTICIPATION

12.1 In Exhibit "C" attached hereto there are listed and
numbered the various tracts within the unit area, and set forth
opposite each tract are figures which represent the percentage
of participation allocated to each tract in the unit area. The
tract participation was determined by the following formula:

Trgct net pore volume x 100%
unit net pore volume

The following definitions are applicable to the above
formula:

'"Net sand volume'" is defined as the number of acre feet
in the Gray sand member of the Queen formation underlying a tract
which has an average porosity of 9.5 percent or greater, an
average permeability of 0.3 millidarcys or greater, and an oil
saturation of 11 percent or greater.

| "Tract net pore volume" is defined as the net sand volume
underlying a tract multiplied by the average porosity.

"Unit net pore volume'" is defined as the sum of the net
pore volume for all tracts qualified for participation under
this agreement.

ARTICLE XTIITX

TRACTS QUALIFIED FOR PARTICIPATION

13.1 As the objective of this agreement is to have lands

-16-



1 in the unit area operated and entitled to participation under

2 the terms hereof, it is agreed that, notwithstanding anything

3 else herein, no joinder shall be considered a commitment to this
4 agreement unless the tract involved is qualified under thisg

5 article. On and after the effective date hereof, the tracts

6 within the unit area which shall be entitled to participation

7 (as provided in Article XIT hereof) in the production of unitized
8 substances therefrom shall be those tracts within the unit érea

9 as shown on Exhibit "A'" and described in said Exhibit "B'" that

10 corner or have a common boundary and which are otherwise quali-
11 fied as follows:

12 (a) Each tract as to which working interest owners
13 owning one hundred percent (100%) of the working interest and

14 as to which record owners owning one hundred percent (100%),

15 each have become parties to this agreement and as to which royalty
16 owners owning seventy-five percent (75%) or more of the royalty
17 interest have become parties to this agreement.

18 (b) Each tract as to which working interest owners
19 owning one hundred percent (100%) of the working interest and as
20 to which record owners owning one hundred percent (100%),each
21 have become parties to this agreement, and as to which royalty
22 owners owning less than seventy-five percent (75%) of the royalty
23 interest have become parties to this agreement, and as to which
24 (1) all working interest owners and all record owners in such
25 tract have joined in a request for the commitment of such tract
26 to the unit agreement, and as to which (2) eighty percent (80%)

27 of the combined voting interests of working interest owners in

-17-
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all tracts that meet the requirements of Article 13.1(a) above
have voted in favor of the commitment of such tract. For the
purpose of this Article 13.1(b), the voting interest of a working
interest owner shall be equal to the ratip that its participation
attributable to tracts which qualify under Article 13.1(a) bears
to the total participation of all working interest owners attri-
butable to all tracts which qualify under Article 13.1(a).

| (¢) Each tract as to which working interest owners
owning less than one hundred percent (100%) of the working
interest and as to which record owners owning one hundred percent
(100%) each have become parties to this agreement, regardless of
the percentage of royalty interest therein that is committed
hereto; and as to which (1) the working interest owner who operates
the tract and all of the other working interest owners in such
tract who have become parties to this agreement have joined in a
request for qualification of such tract for participation under
this unit agreement, and have éxecuted and delivered an indemnity
agreement indemnifying and agreeing to hold harmless the other
owners of working interests committed to the unit agreement,
their successor and assigns, against all claims and demands that
may be made by the owners of working interests in such tract who
are not parties to this agreement, and which arise out of the
qualification of the tract to this unit agreement; and as to
which (2) eighty percent (807) of the combined voting interest
of working interest owners in all tracts that meet the require-
ments of either Article 13.1(a) or 13.1(b) have voted in favor

of the qualification of such tract and to accept the indemnity
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agreement. For the purpose of this Article 13.1(c¢c), the voting
interest of each working interest owner shall be equal to the
ratio that its participation attributable to tracts that qualify
under either Article 13.1(a) or 13.1(b) bears to the total
participation of all working interest owners attributable to all
tracts which qualify under either Article 13.1(a) or 13.1(b).
Upon the qualification of such a tract under this unit agrecment,
the tract participations which would have been attributed to the
non-subscribing owners of the working interest in such tract,
had they become parties to this agreement and the unit operating
agreement, shall be attributed to the working interest owners in
such tract who have become parties to such agreements, in pro-
portion to their respective working interests in the tract.

13.2 If on the effective date of this agreement there
is any tract or tracts which have not been effectively committed
to this agreement or qualified as above provided, then such tract
or tracts shall not be entitled to participate hereunder. Unit
operator shall, when submitting this agreement for final approval
by the Supervisor, file therewith, or as soon as practicable, a
schedule of those tracts which have been qualified for participa-
tion under this agreement and are entitled to participate in the

production of unitized substances. Said schedule (Exhibit '"C'")

shall set forth opposite each such committed tract the lease number

or assignment number, the owner of record of the lease and the
percentage participation of such tract which shall be computed
according to the participation formula set out in Article XIT

(Tract Participation) above. Upon approval of this Exhibit '"C"
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by the Supervisor, it shall become a part of this agrcement and
shall govern the allocation of production of unitized substances
until the effective date of a new Exhibit "C'" approved by the
Supervisor.

ARTICLE XTIV

ALLOCATION OF UNITIZED SUBSTANCES

14.1 All unitized substances produced and saved (less,
save and except any part of such unitized substances used in
conformity with good operating practices on unitized land for
drilling, operating, camp and other production or development
purposes and for pressure maintenance or unaveidable loss)
shall be apportioned among and allocated to the qualified tracts
within the unit area in accordance with the respective tract
participation effective hereunder during the respective periods
such unitized substances were produced, as set forth in Exhibit
"C"., The amount of unitized substénces so allocated to each
tract (regardless of whether it be more or less than the amount
of actual production of unitized substances from the well or
wells, if any, on such tract), shall, for all intents, uses and
purposes, be deemed to have been produced from such tract.

14,2 The unitized substances allocated to each tract
shall be distributed among, or accounted for, to the parties
executing, consenting to or ratifying this agreement entitled
to share in the production from such tract in the same manner,
in the same proportion, and upon the same conditions, as they
would have participated and shared in the production from such

tracts, or in the proceeds thereof, had this agreement not been
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entered into and with the same legal force and effect.

14.3 No tract committed to this agreement and/or quali-
fied for participation as above provided shall be subsequently
excluded from participation hereunder on account of depletion of
unitized substances, and nothing herein contained shall be con—.
strued as requiring any retroactive adjustment for production
obtained prior to the effective date of the joinder of any tract.

14,4 If the working interest and the royalty interest
in any tract are divided with respect to separate parcels or
portions of such tract and owned severally by different persons,
the percentage participation assigned to such tract shall, in
the absence of a recordable instrument executed by all owners
and furnished to unit operator fixing the division of ownership,
be divided among such parcels or portions in proportion to the
number of surface acres in each.

14.5 Subject to Article XV hereof, the unitized substances
allocated to each tract shall be delivered in kind to the respec-
tive working interest owners and parties entitled thereto by
virtue of the ownership of o0il and gas rights therein or by pur-
chase from such owners. Each working interest owner and the
parties entitled thereto shall have the continuing right to re-
ceive such prodﬁctioﬁ in kind at a common point within the unit
area and to sell or diépose of the same as it sees fit. Each
such party shall have the right to construct, maintain and operate
all necessary facilities for that purp ce on unitized land, pro-
vided the same are so constructed, maintained and operated as

not to interfere with operations carried on pursuant hereto.
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Any extra expenditure incurred by unit operator by reason of
the delivery in kind of any portion of the unitized substances
shall be borne by the parties respnsible therefore. 1If a
royalty owner has the right to take in kind a share of unitized
substances and fails to do so, the working interest owner whose
working interest is subject to such royalty interest shall be
entitled to take in kind such share of the unitized substances.

14.6 1If any party fails to take in kind or separately

~dispose of its share of unitized substances, unit operator shall

have the right for the time being and subject to revocation at
will by the party owning the share, to sell or otherwise dispose
of such production to itself or to others on a day to day basis
at not less than the prevailing market price in the area for
like production. The proceeds of the unitized substances so
disposed of by unit operator shall be paid to the party entitled
thereto.

« 14,7 Notwithstanding the foregoing, the unit operator
shall not make a sale into interstate commerce of any working
interest owner's share of gas production without first giving
such working interest owner sixty (60) days notice of such
intended sale.

14.8 Any party receiving in kind or separately disposing
of all or any part of the unitized substances allocated to any
tract, or receiving the proceeds therefrom if the same is sold
or purchased by unit operator, shall be responsible for the pay-
ment of all royalty on the lease or leases and tracts contributed

by it and received into the unit, and each such party shall hold

-22.



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26

27

each other party hereto harmless against all claims, demands

and causes of action for such royalty on the lease or leases

and tracts contributed by it to the unit area.

14.9 1If, after the effective date of this agreement,
there is any tract or tracts that are subsequently committed
hereto, as provided in Article IV (Expansion of Unit Area)
hereof, or any tract or tracts within the unit area not committed
hereto as of the effective date heréof but which are subseqﬁently
comnitted hereto under the provisions of Article XXI (Non-
Joinder and Subsequent Joinder) or if any tract is excluded from
this unit agreement as provided for in Article XXIX (Loss of
Title), the schedule of participation as shown in Exhibit "C",
subject to Article XII (Tract Participation), and Article XIII
(Tracts Qualified for Participation), shall be revised by the
unit operator to show the revised tract participation of all
the qualified tracts; and the revised Exhibit "C'", upon approval
by the Supervisor, shall govern all the allocation of production
of unitized substances from and after the effective date thereof
until a revised schedule is approved as hereinabove provided.

14.10 Working interest owners may use as much of the
unitized substances as may reasonably be deemed necessary for
the operation and development of the unit area, including but
not limited to the injection of unitized substances into the
unitized formation provided such operations are in accordance
with a plan of operations approved by the Supervisor.

14,11 No royalty shall be payable upon or with respect

to unitized substances used or consumed in the operation or
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development of the unit areca or which may be otherwise lost

or consummed in the production, handling, treating, transporta-
tion or storing of unitized substances provided such opervations
are in accordance with a plan of operations appfoved by the
Supervisor.

ARTICLE XV

ROYALTY SETTIEMENT

15.1 The United States of America and all royalty owners
who, under an existing contract, are entitled to take in kind a
share of the substances produced from any tract unitized here-~-
under, shall continue to be entitled to such right to take in
kind their share of the unitized substances allocated to such
tract, and unit operator shall make deliveries of such royalty
share teken in kind in conformity with the applicable contracts,
laws and regulations. Settlement for royalty interest not taken
in kind shall be made by working interest owners responsible
therefor under existing contracts, laws and regulations on or
before the last day of each month for unitized substances pro-
ducéd during the preceding 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 on unitized subtances as allo-

cated to each tract in accordance with the terms of this unit
agreement., With respect to those Federal leases committed

hereto on which the royalty rate depends upon the daily average
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production per well, such average production shall be deter-
mined in accordance with the operating regulations as though
the committed tracts were included in a single consolidated
lease.

15.2 T1f the amount of production or the proceeds tharecof
accruing to any royalty owner (except the United State of
America) in a tract depends upon the average production per
well or the average pipeline runs per well from such tract
during any period of time, then such production shall be deter-
mined from and after the effective date hereof by dividing the
quantity of unitized substances allocated hereunder to such
tract during such period of time by the number of wells located
thereon capable of producing as of the effective date hereof.

15.3 1f gas obtained from lands not subject to this
agreement is introduced into the unitized formation, for use
in repressuring, stimulation of production or increasing ulti-
mate recovery in conformity with a plan approved pursuant to
Article XI (Plan of Operations), a like amount of gas, less
appropriate deductions for loss or depletion 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 conditions and formulas
as may be prescribed or approved By the Supervisor; and provided
further that such right of withdrawal shall terminate as of the
effective date of termination of the unit agreement.

15.4 All royalty due the United States of America and

the other royalty owners hereunder shall be computed and paid
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on the basis of all unitized substances allocated to the respec-
tive tract or tracts committed hereto, in lieu of actual produc-
tion from such tract or tracts.

15.5 Each royalty owner (cther than the United Statecs
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 area as its interest appears in Exhibit "B"
attached hereto. If any royalty interest in a tract or tracts
should be lost by title failure or otherwise in whole or in
part, during the term of this agreement, then the royalty interest
of the party representing himgelf to be the owner thereof shall
be reduced proportionately and the interest of all parties shall
be adjusted accordingly.

ARTICLE XVI

RENTAL SETTLEMENT

16.1 Rentals or minimum royalties due on leases committed
hereto shall be paid by the unit operator or working interest
owners responsible therefor under existing contracts, laws and
regulations, provided that nothing herein contained shall operate
to relieve the lessees of any land from their respective lease
obligations for the payment of any rental or minimum royalty in

lieu thereof, due under their leases. Rental or minimum royalty

for lands of the United States of America subject to this agreement

shall be paid at the rate specified in the respective leases from
the United States of America, unless rental or minimum royalty is
waived, suspended or reduced by law or by approval of the Seccre-

tary or his duly authorized representative.
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ARTICLE XVIT

CONSERVATION

17.1 Operations hercunder and production of unitized
substances shall be conducted to provide for the most economical
and efficient recovery of said substances without waste, as
defined by or pursuant to Federal and state laws and regulations.

ARTICLE XVITT

DRATNAGE
18.1 The unit operator shall take appropriate and ade-
quate measures to prevent drainage of unitized substances from

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

ARTICLE XIX

LEASES AND CONTRACTS CONFORMED AND EXTENDED

19.1 The terms, conditions and provisions of all leascs,
subleases and other contracts relating to exploration, drilling,
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 vrovisions
hereof, but otherwise to remain in full force and effect, and
the parties hereto hereby consent that the Secretary by approval
hereof, or by the approval hereof by his duly authorized repre-
sentative, does hereby establish, alter, change or revoke the
drilling, producing, rental, minimum royalty and royalty require-
ments of federal leases committed hereto and the regulations in
respect thereto to conform said requirements to the provisions
of this agreement.

19.2 Without limiting the generality of the foregoing,
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all leases, subleases and contractsg are particularly modificd
in accordance with the following:

(a) The development and operation of lands subject
to this agreement under the terms hercof shall be deemed full
performance of all obligations for development and operation
with respect to each and every part or separately owned tract
subject to this agreement, regardless of whether there is any
development of any particular part or tract of the unit area,
notwithstanding anything to the contrary in any lease, operating
agreement or other contract by and between the parties herecto,
or their respective predecessors in interest, or any of then.

(b) Drilling, producing or secondary recovery
operations performed herecunder upon any tract of unitized lands
shall be accepted and deemed to be performed upon and for the
benefit of each and every tract of unitized land, and no lecase
shall be deemed to expire by reason of failure to drill or pro-
duce wells situated on land therein embraced.

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

(d) Each lease, sublease, or contract relating to
the exploration, drilling, development or operation for oil and
gas which by its terms might expire prior to the termination of
this agreement, is hereby extended beyond any such term so pro-

vided therein, so that it shall be continued in full force and
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effect for and.during the term of this agreement.
(e) The segregation of any federal lease committed

to this agreement is governed by the following provision in
the fourth paragraph of Article 17(j) of the Mineral Leasing
Act, as amended by the Act of September 2, 1960 (74 Stat.,
781-784): "Any (Federal) leasc heretofore or hereafter committed
to any such (unit) plan embracing lands that are in part within
and in part outside of the area covered by any such plan shall
be segregated into separate leases as to the lands committed
and the lands not committed as of the effective date of unitiza-
tion; provided, however, that any such lease as to the non-
unitized portion shall continue in force and effect for the term
thereof but for not less than two years from the date of such
segregation and so long thereafter as oil or gas is produced
in paying quantities'.

19.3 Termination of this agreement shall not affect any
lease which, pursuant to the terms thereof or any applicable
laws, shall continue in force and effect thereafter.

ARTICLE XX

COVENANTS RUN WITH LAND

20.1 All terms and conditions herein contained shall
be construed to be covenants running with the land with respect
to the interest of the parties hereto and their successors in
title until this agreement terminates, and any grant, transfer,
conveyance or any passage of any interest in land or leases sub-=
ject hereto, no matter how accomplished, shall be and hereby is

conditioned upon the assumption of all privileges and obligations
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by such successor in interest. By way of illustration, but
not limitation, if any wbrking interest owner shall, after
exécuting this agreement, create any overriding royalty, pro-
duction payment or any similar interest out of its interest,
the new owner, or owners, of such interest, or interests,
shall be bound by the terms of this agreement and the unit
operating agreement. No assignment or transfer of any working
interest subject hereto shall be binding upon unit operator
until the first day of the calendar month after unit operator
is furnished with the original, or acceptable photostatic or
certified copy, of the recorded instrument of transfer; and
no assignment or transfer of a royalty interest subject herecto
shall be binding upon the working interest owner responsible
therefor until the first day of the calendar month after said
working interest owner is furnished with the original, or accept-
able photostatic or certified copy, of the recorded instrument
of transfer.

ARTICLE XXTI

EFFECTIVE DATE AND TERM

21.1 This agreement shall become binding upon each party
who executes or ratifies it as of the date of execution or
ratification by such party and shgll become effective as of 7:00
a.m. of the first day of the calendar month next following:

(a) The execution or ratification of this agreement
and the unit operating agreement by working interest owners of
tracts comprising eighty percent (80%) or more, on a surface

acreage basis, of the unit area as shown on the original Exhibit
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"B" and which are qualified under the provisions of Article
X11I; and
(b) The filing of this agreement for approval by

the Commission and the Supervisor;
and provided further that if (a) and (b) above are not accom-
plished on or before November 1, 1969, this agreement shall
ipso facto expire on said date (hereinafter called "expiration
date") and thereafter be of no further force or effect, unless
prior thereto this agreement has been executed or ratified by
working interest owners owning a combined participation of at
least eighty percent (80%), and that working interest owners
owning in the aggregate eighty percent (807) or more of the
total participating.acreage committed to this agreement have
decided to extend said expiration date for a period not to
exceed six months (hereinafter called "extended expiration
date'). 1If said expiration date is so extended and (a) and
(b) are not accomplished on or before said extended expiration
date, this agreement shall ipso facto expire on said extended
expiration date and thereafter be of no further force or effect.

21.2 Unit operator shall, within thirty (30)days after
the effective date of this agreement, file for record in the
office where a counterpart of this agreement is recorded, a
certificate to the effect that this agreement has become effec-
tive according to its terms and stating further the effective
date.

21.3 The term of this agreement shall be for and during

the time that unitized substances are produced in quantities
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sufficient to pay for the cost of producing the same from
wells on the unitized land and so long thereafter as drilling,
reworking or other operations (including secondary recovery
operations) are prosecuted thereon without ccssation of more
than ninety (90) consecutive days, and so long thereafter as
unitized substances are produced as aforesaid.

21.4 This agreement may be terminated at any time for
any other reason with the approval of the Supervisor by working
interest owners owning seventy-five percent (75%) participation.
Notice of any such termination shall be given to all parties
hereto and a copy filed by unit operator in the office of the
County Clerk of Eddy County,'New Mexico.

21.5 Upon termination of this agreement and thereafter
the parties hereto shall be governed by the terms and provisions
of the leases and contracts affecting the separate tracts.

21.6 1If not otherwise covered by the leases unitized
under this agreement, royalty owners hereby grant working interest
owners a period of six months after termination of this agreement
in which to salvage, sell, distribute or otherwise dispose of
the personal property and facilities used in connection with
unit operations.

ARTICLE XXTT

RATE OF PROSPECTING, DEVELOPMENT AND PRODUCTION

22,1 All production and tihe disgposal thereof shall be
in conformity with allocations and quotas made or fixed by
any duly authorized person or regulatory body under any federal
or state statute. The Director is hereby vested with authority

to alter or modify from time to time, in his discretion, the
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rate of prospecting and development and within the limits

made or fixed by the Commission to alter or modify the quantity
and rate of production under this agreement, such authority
being hereby limited to alteration or modification in the public
interest, the purpose thereof and the public interest to be
served thereby to be stated in the order of alteration or modi-
fication.

22.2 Powers in this article vested in the Director shall
only be exercised after notice to unit operator and opportunity
for hearing to be held not legs than fifteen days from notice
and thereafter subject to administrative appecal before becoming
final.

ARTICLE XXTIIT

NON-DISCRIMINATION

23,1 1In connection with the performance of work under
this agreement, the unit operator agrees to comply with all of
the provisions of Section 202 (1) to (7), inclusive, of Executive
Order 11246, (30 F.R. 12319), which are hereby incorporated by
reference in this agreement.

ARTICLE XXIV

APPEARANCES

24,1 Unit operator, after notice to other parties
affected, shall have the right to appear for or on behalf of
any and all interests affected hereby before the Department,
and the Commission, and to appeal from any order issued under
the rules and regulations of the Department or the Commission,

or to apply for relief from any of said rules and regulations
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or in any proceedings relative to operations before the Depart-
ment or the Commission or any other legally constituted autho-
rity; provided, however, that any other interested party shall
also have the right at his or its own expecnse to be.heard in
any such proceeding.

ARTICLE XXV

NOTICES
25.1 All notices, demands, objections or statements

required hereunder to be given or rendered to the parties hereto
shall be deemed fully given if made in writing amd personally
delivered to the party or parties or sent by postpaid, certified
mail, addressed to éuch party or parties at their respective
addresses set forth in connection with the signatures hereto

or to the ratification or consent hereof or to such other address
as any such party or parties may have furnished in writing to

the party sending the notice, demand or statement.

ARTICLE XXVI

NO WAIVER OF CERTAIN RIGHTS

26.1 Nothing in this agreement contained shall be con-
strued as a walver by any party hereto of the right to assert any
legal or constitutional right or defense as to the validity or
invalidity of any law of the state wherein said unitized lands
are located, or of the United States or the rules or regulations
issued thereunder in any way affecting such party, or as a waiver
by any such party of any right beyond his or its authority to
waive.

ARTICLE XXVIT

PERSONAL PROPERTY EXCEPTED

27.1 Each of the working interest owners hereto has
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heretofore individually placed in or on the wells drilled by
such working interest owner on its leases or interests and in
or on the land covered by said leases or interests certain
casing, casing flanges, tubing, rods, pipes, tanks, as well

as other lease and well equipment or other personal propertly
(to all of which the provisions hereof are applicable whether
similar or dissimilar in nature to the foregoing enumeration).
As to all of such equipment, the installing working intercst
owner has the contractual right in and under its respective
leases to remove same from the premises, and the installation
thereof by said working interest owner was with the intention
and understanding that all of such equipment would be and rewmain
personal property and that no part thereof would be or become
fixtures to the realty. The working interest owners hereto
have dealt separately among themselves and do hereby make a
separate agreement with each other with respect to such lease
and well equipment and all other such personal property located
in or on the well or their respective leases, on the one hand,
and the realty, leasehold estates and the wells (exclusive of
all equipment in or on said wells) located on and the unitized
substances underlying the unit area, on the other hand. To
that end, the working interest owners have severed, and do
hereby sever for all purposes of this agreement, all such lease
and well equipment and other such personal property which may
be located in or on the respective leases or in or on the wells
located on and the unitized substances underlying the unit area.

To confirm their respective investments in such equipment,
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working interest owners have made a separate agrecment with
each other with respect thereto.

ARTICLE XXVIIT

UNAVOIDABLE DELAY

28.1 All obligations under this agreement requiring
the unit operator to commence or continue secondary recovery
operations or to operate on or produce unitized substances from
any of the lands covered by this agreement shall be suspended
while, but only so long as the unit operator, despite the exer-
cise of due care and diligence, is prevented from complying
with such obligations, in whole or in part, by strikes, acts
of God, Federal, state or municipal law or agency, unavoidable
accident,uncontrollable delays in transportation, inability to
obtain necessary materials in open market, or other matters
beyond the reasonable control of the unit operator whether
similar to matters herein enumerated or not. No unit obligation
which is suspended pursuant to this section shall become due
less than thirty (30) days after it has been determined that
the suspension is no longer applicable. Determination of
creditable "unavoidable delay'" time shall be made by unit
operator subject to the approval of the Supervisor.

ARTICLE XXIX

LOSS OF TITLE

29.1 1If any tract of unitized land ceases to have suffi-
cient working interest or royalty interest committed to this

agreement to meet the conditions of Article XITII because of

failure of title of any party hereto, such tract shall be regarded
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as not committed hereto as of 7:00 a.m. on the first day of
the calendar month in which such failure of title is finally
determined; provided, however, that no such tract shall be so
regarded if same can be requalified under said Artiéle XIT1T
within ninety (90) days after the date on which such title
failure was finally determined. 1If any such tract cannot be
so requalified, unit operator shall recompute the tract partici-
pation of each tract of unitized land remaining subject to this
agreement so that such tract participations shall remain in
the same ratio one to another. Thereafter, unit operator shall
revise Exhibit "C" conformably with such recomputation. After
approval by the Supervisor, each such revised Exhibit "C" shall
be effective at 7:00 a.m. on the first day of the calendar month
in which such failure of title is finally determined. If title
to a working interest fails, the rights and obligations of
working interest owners by reason of such failure shall be
governed by the unit operating agreement. If title to a royalty
interest fails, but the tract to which it relates remains com-
mitted to this agreement, the royalty owner whose title failed
shall not be entitled to participate hereunder insofar as its
participation is based on such lost royalty interest. In the
event of a dispute as to the title to any working or royalty
interest, payment or delivery on account thereof may be withheld
without liability or interest until the dispute is finally
settled; provided, that as to Federal land or leases, no pay-
ments of funds due the United States of America shall be with-

held, but such funds shall be deposited as directed by the
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Supervigor, to be held as uneuarned money pending final settle-

ment of the title dispute, and then applied as carnced or returned

in accordance with such final secttlement.

29.2 Unit operator, as such, is relieved from any respon-
sibility for any defect or failure of any title hereunder.

ARTICLE XXX

BORDER AGREEMENTS

30.1 Subject to the approval of the Supervisor, the unit
operator with the concurrence of working interest owners owning
at least sixty-five percent (65%) of participation, may enter
into a border protection agreement or agreements with the working
interest owners of lands adjacent to the committed tracts with
respect to the operations in the border area for the maximum
ultimate recovery, conservation purposes and proper protection
of the parties and interests,

ARTICLE XXXT

NON-JOINDER AND SUBSEQUENT JOINDER

31.1 Joinder by any royalty and record owner, at any
time, must be accompanied by appropriate joinder of the corres-
ponding working interest owner in order for the interest of such
royalty.and record owner to be regarded as committed. Joinder
to the unit agreement by a working interest owner, at any time,
must be accomplished by appropriate joinder to the unit operating
agreement in order for such interest to be regarded as committed
to this unit agreement.

31.2 Any o0il or gas interest in the unitized formation

not committed hereto prior to submission of this agreement for
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final approval by the Supervisor may thereafter be committed
hereto upon coﬁpliance with the applicable provisions of this
article and of Article XIII (Tracts Qualified for Participation)
hereof, at any time up to the effective date hereof on the same

basis of participation as provided in said Article XIIL, by the

owner or owners thereof subscribing, ratifying or consenting in

writing to this agreement and, if the interest is a working
interest, by the owner of such interest subscribing also to the
unit operating agreement.

31.3 It is understood and agreed, however, that on and
after the effective date hereof the right of subsequent joinder
by a working interest owner as provided in this article shall
be subject to such requirements or approvals and on such basis
as may be agreed upon by working interest owners having not less
than eighty percent (80%) partiéipation, and approved by the
Supervisor. Such subsequent joinder by a proposed working interest
owner must be evidenced by his execution or ratification of this
agreement and the unit operating agreement. Subsequent joinder
by a proposed royalty owner must be evidenced by his execution,
ratification or consent of this agreement and must be consented
to in writing by the working interest owner responsible for the
payment of any benefits that may accrue hereunder in behalf of
such proposed royalty owner. Except as may be otherwise herein
provided, subsequent joinder to this agreement shall be effective
at 7:00 a.m. as of the first day of the month following the filing
with the Supervisor of duly executed counterparts of any and all

documents necessary to establish effective commitment of any
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tract or interest to this agreement, unless objection to such
joinder by the Supervisor is duly made within sixty (00) daye
after such filing.

ARTICLE XXXIT

TAXJS

32.1 Each party hereto shall, for its own account, render
and pay its share of any taxes levied against or measured by the
amount or value of the unitized substances produced from the
unitized land; provided, however, that if it is required or if
it be determined that the unit operator or the several working
interest owners must.pay or advance said taxes for the account
of theparties hereto, it is hereby expressly agreed that the
parties so paying or advancing said taxes shall be reimbursed
therefor by the parties hereto, including royalty owners, who
may be responsible for the taxes on their respective allocated
share of said unitized substances. No such taxes shall be
charged to the United States or to any lessor who has a contract
with a lessee which requires his lessee to pay such taxes.

ARTICLE XXXTITT

RO PARTNERSHIP

33.1 The duties, obligations and liabilities of the
parties hereto are intended to be several and not joint or
collective. This agreement is not intended to create, and shall
not be construed to create, an association or trust, or to impose
a partnership duty, obligation or liability with regard to any
one or more of the parties hereto. Each party hereto shall be

individually responsible for its own obligations as herein provided.
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ARTICLE XXXIV

PRODUCTION AS OF THE EFFECTIVE DATE

34.1 Unit operator shall make a proper and timely gauge
of all lease and other tanks on unitized land in order to ascer-
tain the amount of merchantable oil above the pipeline connec-
tion in such tanks as of 7:00 a.m. on the effective date hereof.
The o0il that is a part of the prior allowable of the wells from
which it was produced shall be and remain the property of the
working interest owner entitled thereto, the same as if the
unit had not been formed; and such working interest owner shall
promptly remove said oil from unitized land. Any such o0il not
so removed may be sold by unit operator for the account of such
working interest owner, subject to the payment of all royalty
to royalty owners under the applicable lease or leases and other
contracts. The oil that is in excess of the prior allowable of
the wells from which it was produced shall be regarded as unitized
substances produced after the effective date hereof.

34.2 1f, as of the effective date hereof, any tract is
overproduced with respect to the allowable of the wells on that
tract and the amount of overproduction has been sold or otherwise
disposed of, such overproduction shall be regarded as a part of
the unitized substances produced after the effective date hereof
and shall be charged to such tract as having been delivered to
the parties entitled to unitized substances allocated to such
tract.

ARTICLE XXXV

COUNTERPARTS

35.1 This agreement may be executed in any number of
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1 counterparts, no one of which needs to be executed by all
2 parties and may be ratified or consented to by separate instru-
3 ments in writing specifically referring hereto, and shall be
4 binding upon all those parties who have executed such a counter-
5 part, ratification or consent hereto with the same force and
6 effect as if all parties had signed the same document, and
7 regardless of whether or not it is executed by all other parties
8 owning or claiming an interest in the land within the above de-
9 scribed unit area.
10 IN WITNESS WHEREQF, the parties hereto have caused this
11 agreement to be executed as of the day and year first hereinabove
12 written.
Date:
J. J. Travis
Address: UNIT OPERATOR AND WORKING INTEREST OWNER
Travis
Date:
Henry Ashforth
Address:
Ashforth
Date:
David G. Baird
Address:
Baird
Date: CHAMBERS & KENNEDY
Address: By
By
Date:
Dr. Herbert Conway
Address:

Conway
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Date:

Theodore Kapnek

Address:
Kapnek

ATTEST: MARK PRODUCTION COMPANY

By

Secretary : President

Date:
Address:
Date:

Joseph Patrick
Address:

Patrick

Date:

Louis F. Polk
Address:

Polk

Date:

Louis F. Poilk, Jr.
Address:

Polk
Date: TEXACO INC.
Address: By
President

ATTEST:

Secretary

STATE OF TEXAS )
: ss
COUNTY OF MIDLAND )

The foregoing instrument was acknowledged before me this
day of 1969 by J. J. Travis.and Travis, his wife.

My Commission Expires:

Notary Public

43



STATE OF )
. SS
COUNTY OF )

The foregoing instrument was acknowledged before me this
day of 1969 by Henry Ashforth and '

Ashforth, his wife.

My Commission Expires:

Notary Public

STATE OF )
: Ss
COUNTY OF )

The foregoing instrument was acknowledged before me this
day of 1969 by David G. Baird and

Baird, his wife.

My Commission Expires:

Notary Public

STATE OF )

L SS
COUNTY OF )

The foregoing instrument was acknowledged before me this
day of 1969 by

on behalf of Chambers & Kennedy

My Commission Expires:

Notary Public

STATE OF

88

Nt 00 N/

COUNTY OF

The foregoing instrument was acknowledged before me this
day of 1969 by Dr. Herbert Conway and

Conway, his wife.

My Commission Expires:

Notary Public

STATE OF )

+ S8
COUNTY OF )

The foregoing instrument was acknowledged before me this
day of 1969 by Theodore Kapnek and

Kapnek, his wife.

My Commission Expires:

Notary Public

Ll



STATE OF )

: ss
COUNTY OF )
The foregoing instrument was acknowledged before me this
day of 1969 by
President of Mark Production Company, a .corporation,

on behalf of said corporation.

My Commission Expires:

Notary Public

STATE OF

S’ 00 NS
w
4]

COUNTY OF

The foregoing instrument was acknowledged before me this
day of 1969 by Joseph Patrick and
Patrick, his wife.

My Commission Expires:

Notary Public

STATE OF )

SS

COUNTY OF

The foregoing instrument was acknowledged before me this
day of 1969 by Louis F. Polk and
Polk, his wife.

My Commission Expires:

Notary Public

STATE OF

N’ b0
0
n

COUNTY OF

The foregoing instrument was acknowledged before me this
day of 1969 by Louis F. Polk, Jr. and

Polk, his wife.

My Commission Expires:

Notary Public

STATE OF )
: 88
COUNTY OF )
The foregoing instrument was acknowledged before me this
day of 1969 by
President of Texaco Inc., a corporation, on

behalf of said corporation.

My Commission Expires:

Notary Public
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CLARENCE E. HINKLE

Ww. E. BONDURANT, JR.
LEWIS C. COX,JR.

PAUL W. EATON, JR.
CONRAD E.COFFIELD
HAROLD L. HENSLEY, JR.
STUART D. SHANOR

C. D. MARTIN
PAUL J. KELLY, JR.

LAaw OFFICES
HINKLE, BONDURANT, COx & EATO TELEPHONE (505) 622-6510

SO0 HINKLE BUILDING

PosT OFFicE Box 1O

ROSWELL,NEW MEXICO 88201
T MIDLAND TEXAS OFFICE

JUly 6, 1970 521 MIDLAND TOWER

(918) MU 3-4691

01l Conservation Commission

Rox 2088

Santa Fe, New Mexico 87501

Gentlemen:

There is enclosed herewith a copy of the Unit
Agreement for the Development and Operationg of the
North Shugart Queen Unit Area, Eddy County. This
covers all federal land and you will note from the
certificate attached that it was approved by the
United States Geoclogical Survey on June 30 and became
effective as of July 1.

This agreement was approved by the Commission
in Order R-3870 entered in Case No. 4247 on November
10, 1969 and this copy is filed in conformity with

said Order.

CEH:cs
Enc.

Yours very truly,

H s BONDURANT, COX & EATON




CERTIFICATION - DETERMINATION

Pursuant to the authority vested in the Secretary of
Interior, under the act approved February 25, 1920, 41 Stat. 437,
as amended, 30 U.S.C. secs. 181, et seq., and delegated to the
0il and Gas Supervisor of the Geological Survey (33 F.R. 5812), I
do hereby: .

A. Approve the attached agreement for the development
and operation of the North Shugart Queen Unit Area, State of New
Mexico.

B. Certify and determine that the unit plan of develop-
ment and Operétion contemplated 1In the attached agreement is neces-
sary and advisabie in the public interest for the purpose of more
properly conserving the natural resources.

C. Certify and determine that the drilling, producing,
rental, minimum royalty and royalty requirements of all federal
leases committed to said agreement are hereby established, altered,
changed or revoked to conform with the terms and conditions of this'
agreement.

MWJu 8 Pl 2l
DATED June 30, 1970 . T

Acting Regional 0j nd Gas Supervisor
United States Geoldgical Survey

Contract Number 14-08-0001-11582 .
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UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION OF THE
NORTH SHUGART QUEEN UNIT AREA

EDDY COUNTY, NEW MEXICO

THIS AGREEMENT entered into as of thé 1lth day of
November, 1969, by and between the parties subscribing,
ratifyingior consenting hereto, and herein referred to as
"parties hereto";

WITNESSETH:

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

WHEREAS, the Mineral Leasing Act of February 25, 1920,
(41 Statf 437, as amended; 30 U.s.cC. Secéions 181 et seq.)
authorizes Federal lessees and their representativeé to unite
with each other or jointly or separately with others in collec-
tively adopting and operating a unit plan of development or
operation of any oil or gas pool, field, or like area, or any
part thereof for the purpose of more properly conserving the
natural resources thereof whenever determined and certified by
the Secretary of the Interior to be necessary or advisable in
the public interest; and

WHEREAS, the 0il Conservatioﬁ Commission of the State
of New Mexico is authorized by law (Art. 3, Ch. 65, Vol. 9,
Part 2; 1953 Stat. Anno.) to approve this agreement, and the

conservation provisions hereof; and
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WHEREAS, the parties hereto hold sufficient interests

in the North Shugart Queen Unit Area covering the land herein-

"after described to give reasonably effective coatrol of opera-

tiohs therein; and

WHEREAS, it is the purpose of the parties hereto, to
enable institution and consummation of secondary recovery
operations, to conserve natural resources, to prevent waste
énd secure the other benefits obtainable through development
and operation~of the area subject to this agreement under the
terms, conditions and limitations herein set forth;

NOW, THEREFORE, in consideration of the premises and
and the promises herein contained, the parties hereto commit
to this agreement'their respective interests in the below
defined unip-area,Land agree sevéra}ly-among themselves as
follows: |

ARTICLE I

ENABLING ACT AND REGULATIONS

1.1 The MinerallLeasing Act of February 25, 1920, as
amended, supra, and all valid, pertinent regulations, including
operating and unit plan regulations, heretofore issued there-
under and valid, pertinént and reasonable regulatidns hereafter
issued thereun&er are accepteé and made a part of this agree- |
ment as to Federal lands, provided such reguiations are not

inconsistent with the terms of this agreement; and as to non-

Federal lands, the oil and gas operating regulations in effect

as of the effective date hereof governing drilling-and producing

operations,'not inconsistent with the terms hereof or the laws

.




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26

27

of the state in which the non-Yederal land is located, are
hereby accepted and made a part of this agreement.

ARTICLE IT

DEFINITIONS

2.1 For the purpose of this agreement, the followlﬁg

terms and expressions as used herein shall mean:

(a) "Commission" is defined as the 0il Conserva-
tion Commission of the State of New Mexico;

(b) "Director" is defined as the Directo£ of the
United States Geological Survey;

(c) "Secretary" is defined as the Secretary of the
Interior of the United States of America;

(d) '"Department' is defined as the Department of
the Interior of the United States of America;

(e) "Suéervisor” is defined as the 0il and Gas
Supervisor of the United States Geological Survey for the
region in which the unit area is.situated;

(£f) "Unitized formation" shall mean that subsurface

portion of the unit area from the top of the Queen formation to

a depth of 200 feet below the top of the Queen formation. The top

of the Queen formation ié more particularly identified as that
point at an indicated depth of 3200 feet in the following well
log: |

3. J. Travis - Keohane Federal No. 1 locéted

2310 feet from the South line and 330 feet from

the West line of Section 21; Township 18 South,

Range 31 East.
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(g) '"Unitized substanges" means all oil, gas,
géseous‘substances, sulphur contained in gas, condensate,
distillate and all associated and constituent 1iquiq ox Lique-
fiable hydrocarbons within or produced from the unitized formation;

(h) "Tract" means each parcel of land shown as such
and given a tract number in Exhibit "A" and as described in
Exhibit "'B"; _

(i). "Tract participation' is defined as the percen-
tage of participation as shown on Exhibit "C" for ailocating
unitized substances-to a tract under this agreement;

(j) '"Unit participation' as uséd'herein shall mean
the sum of the tract participations as show on Exhibit "C" for
each working interest owner;

(k) "Working interest" is defined as the right to
search for, produce and achire unitized substances whether held.
as an incideht of ownership of mineral fee simple title, under
an oil and gas lease, or otherwiée held;.

(1) "Working-interest owner" is defined as and
shall mean any party'hereto owning a working interest, including
a carried working interest owner, by virtue of a lease, operating
agreement, or otherwise, which interéét is chargeable with and
obligated to pay or bear, either in cash or out of production,
or otherwise, all or a.portion of tﬁe cost of-drilling; developing
and producing the unitized substances from the unitized formation
and operation thereof hereunder;

| (m) "Royalty interest" or "royalty" is defined as an

interest other than a working interest in or right to receive
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a portion of the unitized substances or the proceeds thereof

and includes the royalty interest reserved by the lessor by

~an.oil and gas lease and any overriding royalty interest, oil

payment interest, net profit contracts, or any other payment
or burden which does not carry with it the right to search for
and produce unitized substances;

(n) '"Royalty owner' is defined as and shall mean

‘the owner of a royalty interest;

(o) "Unit operating agreement" is defined as and
shall mean any agreement or agreements (whether one or more)
entered into (separately or collectively) by and between the
unit operator and the working interest owners as provided in

Article IX infra, and shall be styled "Unit Operating Agreement,

North Shugart Queen Unit, Eddy County, New Mexico';

(p)  "Unit manager" is defined as the person or cor-
poration appointed by the unit working interest owners upon resig-
nation or removal of the unit ope?ator to perform the duties of
the unit Opefator until the selection and quaiificatioh of a
successor unit operator as provided for in Article VIII hereof.

'(q) "Record owner" is defined as the holder of the
record title,to‘a lease covéring-Federal lands according to the

applicable records of the Department of the Interior of the

United States of America.

 ARTICLE III

UNIT AREA AND EXHIBITS

3.1 The,following‘described land is hereby designated
as constituting the unit area, all of said land being situated -

in Eddy County, New Mexico, to-wit:
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Township 18 South, Range 31 East, N.M.P.M,
Section 20 - EXE%
Section 21 - W%
Section 28 - NWiNwWk

containing 520 acres, more or less

3.2 Exhibit "A" attached hereto is a map shéwinghthe
unit area and the boundaries and identity of tracts and leases
in said unit area to the extent known to the unit operator.
Exhibit "B" attached hereto is a scﬁedule showing, to the extent
known to the unit operator, the acreage coﬁprising each tract,
kind of percentage of ownership of oil and gas interests in each
tract. Exhibit "C" is a schedule showing the percentage of
participation of each tract on the basis of the commitment of
all tracts to this agreement. However, nothing herein or in said
schedule,or_map shall be construed as a representation by any
party hereto as to the ownership of any interest other than such
interest or interests as are shown in said map or schedule as
owned by such party. Exhibit "A", "B" and "C" shall be revised
by the unit operator whenever changes in the unit area render such
revision necessafy, or when requested by thé Supervisor and the
required number of copies of such revision shall be filed with
the Supervisor. |

3.3 The shapes and descriptions of the respective tracts
have been established by using the best information available.
If it subsequently appeérs that any tract, because of diverse
royalty of working‘intérest ownership on the effective date hereof,
should be divided into more than one tract, or that any mechanical
miscalculation has been made, unit operator, with the approval of
working interest owners and the Supervisor, may correct the mistake

by revising the exhibits to conform to the facts. The revision
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shall not include any re-evaluaﬁion of engineering or geological
interpretations used in determining tract participation. Each such
revision of an exhibit shali be effective at 7:00 a.m. on the first
day of the calendar month next following the filing for record of
the revised exhibit or on such other appropriate date as may be

determined by working interest owners and set forth in the revised'
exhibit,'and approved by the Supervisor. |

ARTICLE IV

EXPANSION OF UNIT AREA

4.1 The above described unit area may, when practicablg,
be expanded to include therein any additional tract or tracts
regarded as reasonably necessary or advisable for the purposes
of this agreement to conform with the purposes of this agreement. .
Such expansion shall be effected in the following manner:

| (a) The working interest owner or owners of a tract
or tracts desiring to bring such'tract or tracts into this unit
shall file an appliCabion therefor with unit operator requesting
such admission.

(b) Unit operator shall circulate a notice of the
proposed expansion to each working interést owner in the unit
and in ;hevtract proposed to be included in the unit, setting
out the basis for admissipn, the unit partipipation to be
assigned to eaéh‘tract in the enlarged unit and other pertinent
data. After negotiation (at working interest owners' meeting
or otherwise) if working interest owners having in the aggregate
eighty ﬁercent (80%) participation have agreed to such tract or

tracts being brought into the unit, then unit bperator shall,
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after preliminary concurrence by the Director:

(L) Prepare a notice of proposed expansion de-

" scribing the contemplated changes in the boundaries’ of the unit

area, the reason therefor, the basis for admission of the addi-
tional tract or tracts, the unit participation to be assigned
thereto and the proposed effeéfive date thereof; and

(2) Deliver copies of said notice to the Supervisor,
each working interest owner and to the lessee and lessor whose
interests are‘affected, advising such parties that thirty (30)
days will be allowed forisubmission to the'unit operator of any
objection to such proposed expansion; and

(3) File, upon the expiration of said thirty (30)
day - period as set out in (2) immediately above, with the Com-
mission aﬁd Supervisor the following: (a) evidence of mailing

or delivering copies of said notice of expansion; (b) an appli-

‘cation for such expansion; (¢) an instrument containing the

appropriate joinders in compliance with the participation
requireméhts of Article XIII (Tracts Qualified for Unit Partici-
pation)j and‘(d) copy of any objections received.

(4) There éhall be no retroactive allocation or
adjustﬁent of unit expense or of interests in the unitized
substances produced, or proceéds théreof, prior to the effective
date of expansion and qualification under Article XIII; however,
this limitation shall not prevent an adjustment of investment
by reason of'thé.enlargement. ‘

4.2 The expansion shall, after due coqsideration of all

pertinent information and approval by the Commission and the
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Supervisor, become effective as of the date prescribed in the

notice thereof, preferably the first day of a month subsequent

to the date of notice.

4.3 In any appro#ed.expansion of the unit agea the revised
tract participations of those tracts inch were committed prior to
each such expansion shali remain in the same ratio one to énother.

ARTICLE'V

UNITIZED LAND AND UNITIZED SUBSTANCES

5.1 All land committed to this agreement as to the unitized
formation shall constitute land referred to herein as "unitized
land" or “land subject to this agreeﬁent". All dil, gas, gaseous
substances, sulphur contained in gas, condensate, distillate and
all associated énd constituent 1iquid or liquefiable hydroéarbons
within or produced from the 1aﬁ?s‘committed to this agreement as
to the.unitized formation are qﬁitized under the terms of this
agreement and herein are called "unitized substances'. Nothing
herein shall. be construgg.to unitize, pool or in any way affect
the oil, gas and other minérals contained in or that may be pro-
duced from any formation other than the unitized formation as
above described.-

ARTICLE VI

UNIT OPERATOR

A

6.1 J. J. Travis of Midland,-Texas is hereby designated
the unit operator, and by signing this instrument as unit operator
he agreés and consents to accept the duties and obligations of
unit opérator for tﬁé operation, development and production of

unitized substances as herein provided. Whenever reference is

T T
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unit operator acting in that capacity and not aé an owner of
interests in unitized substances, and‘the term '"working interest
anei" when used herein shall includé or refer to the unit
operator as the owner of a working interest when such interest
is owned by him.

ARTICLE VII

RESIGNATION OR REMOVAL OF'UNiT OPERATOR

7.1 Unit operator shall have the right to resign at any
time, but such resignation shall not become effective so as to
release unit-operator from the duties and obligations of unit
operator and terminate unit opérator's rights as such for a
period of’six (6) months after written notice of intention to
resign has been given by unit operator to all working interest
ownefs and the Supervisor, and until all unit wells are placed in
a condition satisfactory to the Supervisor for suspension, aban-
donment or operation, whichever is intended by the unit manager,
unless a new unit operator shall have taken over and assumed the
duties and obligations of unit operator prior to the expiration
of said period._ |

?;2 The resignation of unit operator shall not release

unit operator from any 1iability for'any default by him hereunder

- ocecurring prior to the effective date of his resignation.

7.3 The unit operator shall, upon default or failure in

the performance .of his duties or obligations hereunder, be subject

' to removal by vote of working interest owners having in the aggre- °

. o |
gate seventy-five percent (75%) or more participation, after -

-10-
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excluding any unit participation of‘the unit operator. Such
removal shall be effective upon notice thereof to the Supervisor.

7.4 ‘Iﬁ all such instances of effective resignation or
removal, until a schessor to unit operator is selected and
approved as hereinafter provided, the working interest owners
shall be jointly responsible for the performance of the duties
of the unit operétor and shall not later than thirty (30) days
before such resignatiqn or removal becomes effective, appoint
a unit manager tb represent them in any action to be taken here-
under.

7.5 The resignation or removal of unit operator under
this agreement shall not terﬁinate its right, title or interest
as the owner of a wofking interesf or other interest in unitized
substances, but upon the resignation or removal of unit operator
becoming effective, such unit operator shall deliver possession
of all wells, equipment, books and records, materials, appur-
teﬁances and any other assets, used in conrection with the unit

operations and owned by the working interest owners to the new

duly qualified successor unit operator or to the unit manager if

no such new uniﬁ operator is elected, to be used for the purpose
of conducting unit operations hereunderh Npthing herein shall be
construed as authorizing the removal of any material, equipment
or appurtenances needed for the preserVation of any wells.
Nothing herein contained shall be construed to relieve or dis-
charge any unit’ operator who resigﬁs or is removed hereunder

from any 1iability or duties accruing or performable by it prior

N

to the effective date of such resignation or removal.
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ARTICLE VIII

SUCCESSOR UNIT OPERATOR

8.1 Whenever the unit operator Shall tender.his resig-
nation as unit operator or shall be removed as hereinabove
provided, the working interest owners shall select a successor
unit operator as herein provided. Such selection shall not
become'effectivé ﬁntil (a) a unit operator so selected'shall
accept in Writing thé duties and responsibilities of unit
operator, and (b) the selection shall have been approved by

the Supervisor. If no successor unit operator is selected and

qualified as herein provided, the Director, at his election,

may declare this agreement terminated.

8.2 1In seiecting a successor unit operator the affirma-
tive vote of three'or more worﬁing'interest owners having a
total of sixty percent (60%5 or more of the total voting interest
in the unit shall prevail; provided that if any one working
interest owner has a voting interest of more thén forty percent
(40%), its negative VOte or failure to vote shall not be regarded
as sufficient unless supported By the vote of one or more other
working interest owners héving a total voting interest of at
least five percent (5%). 1If the unit.operator who is removed
votes only to succeed itself or fails to vote, the successor unit
operator may be selectéd by the affirmative vote of at least
seventy-five percent (75%) of the voting interest remaining after
excluding any voting interest of unit opertor so removed. In
voting ﬁnder this Article VIIL each‘working interest owner shall

<

have a voting interest equal to its participation.

-12-
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ARTICLE IX

ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT

9.1 Costs and expenées incurred by unit'Opefator‘in
conducting unit operaﬁions Eereunder shall be paid, apportioned
among and borne by the workinglinteres; owners in accordance
with the unit operating agreement., Such unit opefating agree-
ment shall also pro&ide<the manner in which the working interest
owners shall be entitled to receive their respective proportionate
and allbcated share of the benefits accruing hereto in conformity
Qith their underlying opérating agreements, leases or other inde-
pendent contracts and‘such other rights and obligations as between
unit operator- and tﬁe working interest owners may be agreed upon
by the unit operafér_and the working interest owners; however,
no such unit operating agreement shall be deemed either to modify
any of the terms aﬁd conditions of this unit agreement or to
relieve the unit operator of any right or obligation established
under this agreement, and in case of any inconsistency or con-
flict between this agreement and the.unit operating agreement,
this unit agreement.shalllprevail, Copies of any‘unit operating
agreement executed pursuént to this article shall be filed with
the Suﬁervisor as fequired p;ior}to approval of this agreement.

ARTICLE X

RIGHTS AND OBLIGATIONS OF UNIT OPERATOR

10.1 Except as otherwise specifically provided herein
the exclusive right, privilege and duty of exercising any and
all rights of the parties hereto which are necessary of_éon-

~

venient for prospecting for, pfoducing, storing, allocating and

- -13-
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and shall be exercised by the unit operator as herein provided.

“ Upon request by unit operator, acceptable evidence of title to

said rights shall be deposited with said unit opefator, and
together with this agreement, shall constitute and define the
rights, priviieges and obligations of unit operator. Nothing
herein, however, shéll be construed to transfer title to any
land or to any lease or operating agrcement, it being understood
that under this agreement the unit operator, in its capacity

as unit operator, shall exercise the rights of possession and
use vested in the parties hereto only for the éurposes herein
specified.

ARTICLE XTI

PLAN OF OPERATIONS

- 11.1 It is recognized and agreed by the parties hereto
that all of the land subject to this agreement is reasonably
proved to be pfoducfivé of unitized substances in paying quanti-
ties and that the object and purpose of this agreement is to
formulate and to put into.effect a secondary recovery project
in order to effect additiondwrecovery of unitized substances,
prevent waste and conserve natural resources consistent with
good engineering practices expected of a prudent operator. The
parties heréto agree that theunit operator may, subject to thé
consent and appréval of a plan of operation by ﬁhe working
interest owners, the Supervisor and the COmmission, inject into
the unitized formation through any well or wells completed

therein, brine, water, air, gas, o0il, liquefied petroleum gasecs

-14-
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and any one or more other substances or combination of substances
whether produced from the unitized formation or not, and that the
location of input wells and the rate of injection therein'and the
rate of production shall be governed by sFandards of good geologic

and petroleum engineering practices and conservation methods.
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Subject to like approval, the plan of operations may be revised

as conditions may warrant.

11.2 The initial plan of operations shall be filed with

the Supervisof and the Commission concurrently with the filing

of this unit agreement for final approval. Said initial plan

of operation and all revisions thereof shall be as complete and

adequate as the Supervisor and the Commission may determine to

be necessary for timely operation consistent herewith. Reason-

able diligence shall be exercised in complying with the obliga-

tions of the approved plan of operation.

Thereafter, from time

to time before the expiration of any existing plan, the unit

operator shall submit for 1like apbroval a plan for an additional

specified period of operation.

Notwithstanding anything to the contrary herein contained,

if unit operator fails to commence unit operations for the second-

ary recovery of unitized substances from the unit area within six

(6) months after the effective date of this agreement or any exten-

sion thereof approved By the- Supervisor, this agreement shall ter-

minate automatically upon the expiration of said six (6) month

period.

11.3 The parties hereto subject to prior rights, if any,

grant to the unit operator the use of brine or*water or both

-15-
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from any formation in and under the unit area for injection

into the unitized formation and the right to use as much of the
surface'of the land within the unit area as may reasonably be
necessary for unit operations insofar as these righfs are granted
by the oil and gas leases. . |

ARTICLE XII

TRACT PARTICIPATION

12.1 In Exhibit "C“ attached hereto there are listed and
numbered the variousvtracts within the unit area, and set forth
opposite each tract are figures which represent the percentage
of participation“éllocated to each tract in the unit area.  The
tract participation was determined by the following formula:

Tract net pore volume | x 100%
unit net pore volume
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The following'definitions are applicable to the above

formula:

"Net sand volume'" is defined as the nuﬁber of acre feet
in the Gray sand member of the Queen formation underlying a tract
which has an average porosity of 9.5 percent or greater, an
average permeability of 0.3 millidarcys or greater, and an oil
saturation of 11-percent‘or greater.

| “Tract net pore volume" is.definéd as the net sand volume

underiying a tract multiplied by the avefage porosity.

"Unit net pore volume" is defined as the sum of the net

pore volume for all tracts qualified for participation under

this agreement. '

ARTICLE XIII

TRACTS QUALIFIED FOR PARTICIPATION

'13.1 As the objective of this agreement is to have lands

-16-
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in thg unit area operated and entitled to participation under
the terms hereof, it ié agreed that, notwithstanding anything
else herein, no joinder shall be considered a commitment to this
agreement unless the tract involved is qualified under this
article. On and after the effective date hereof, the tracts
within the unit area which shall be entitled to participation
(as provided in Article XII hereof) in the production of unitized
substances therefrom shall be those tracts'within the unit area
as shown on Exhibit "A" and described in said Exhibit '"B" that
corner or have 'a common boundary and which are otherwise quali-
fied asvfollows:_ |

(a) Each tract as to which working interest owners
owning one hundred percent (100%) of the worging interest and
as to which record owners owning one hundred percent (100%),
each have become parties to this agreement and as to which royalty
ownefs owning seventy-five percent (75%) or more of the royalty
interest have become parties to this agreement.

(b) Each tract és to which working interest owners
owning one hundred percent (100%) of the working interest and as
to which record ownefs owning one-hundred percent (100%),each
have become parties to this agreement, and as to which royalty
owners owningjless thah séventy—five percent (75%j of the royalty
interest have become pérties to this agreement, and as to which
(1) all working interest owners and all record owners in such
tract have joined in a request for-the commitment of such tract
to the‘ﬁnit agreement, and as to which (2) eighty percent (80%)

of the'combined‘voting interests of working interest owners in

-17-
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all tracts thét meet the requirements of Article 13.1(a) above
have voted in favor of the commitment of such tract. For the
purpose of this Article 13.1(b), the voting interest of a working
interest owner shall be equal to the ratio that its participation
attributable to tracts which qualify under Article 13.1(a) bears
to the total participation of all working interest owners attri-
butable to all tracts which qualify under Article 13.1(a).

(¢) Each tract as to which working interest owners
owning less than one hundred percent (100%) Qf the working
interest and as to which record owners owning one huﬁdred percent
(100%) each have become parties to this agreement, regardless of
the percentage bf royalty interest therein that is committed
hereto; and as to which (1) the working interest owner who operates
the tract and all of the other working interest owners in such
tract who have become parties to this'agfeement hgve joined in a
request fo; qualification of such tract for participation under
this unit agreement, and have exgcuted and delivered an indemnity
agreément indemnifying and agreeing to hold harmless the other
owners of working‘interests committed to the unit agreement,
their successor_apd assigns, against all claims and demands that
may be made by the owners of working.interests in such tract who
are not parties to this agréement,"and which arise out of the
qualification of the tract to this unit agreement; and as to
which (2) eighty percent (80%) of the combined voting interest
of workihg interést owners in all tracts that meet the require-
ments of either Article 13.1(a) or 13.i(b) have voted in favor

<

of the qualification of such tract and to accept the indemnity -

-18-
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agreement. For the‘purpose of this Article 13.1(c), the voting
interest of each working interest owner shall Be equal to the
ratio that its-participation attributable to tracts that qualify
under either Article 13.1(a) or 13.1(b) bears to the total
participation of all workingiinterest owners attributable to all
tracts which‘qualify under either Article 13.1(a) or 13.1(b).
Upon the qualification of such a tract under this unit agreement,
the tract participations which would have been attributed to the
non-subscribing owners of the working interest in such tract,
had they\become parties to this agreement and the unit operating
agreement, shall be attributed to the working interest owners in
Such tract who have become parties to sﬁch,agreements, in pro-
portion to their respective working interests in the tract.

13.2 If on the effecfive date o this agreement there
is any tract or tracts which have not been effectively committed
to this agreement or qualified as above provided, then such tract
or tracts shall npt'be entitled to participate hereunder. Unit
operator shall,.when submitting this agreement for final approval
by the Supervisor, file therewith, or as soon as practicable, a
schedule of those tracts which have been qualified for participa-
tion under this agreement and.are.entitled to'participate in the
production of unitized substances. Said .schedule (ExhiBit "c'")
shall set forth opposiﬁe each such committed tract the lease number
or assignment number, the owner of record of the lease and the

percentage participation of such tract which shall be computed

- according to the participation formula set out in Article XII

<&

(Tract Participation) above. Upon approval of this Exhibit "C"
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by the Supervisor, it shall become a part of this agreement and

shall govern the allocation of production of unitized substances

,until the effective date of a new Exhibit "C" approved by the

Supervisor.

ARTICLE XTIV :

ALLOCATION OF UNITIZED SUBSTANCES

14,1 All unitized substances produced and saved (less,
save and except any part of such unitized substances used in
conformity with good operating practices on unitized land for
drilling, operating, camp and other production or development
purposes and for pressure maintenaﬁce or unavoidable loss)
shall be apportioned among and allocated to the qualified tracts
within the unit area in accordance with the respective tract
participation effective hereunder during the respective periods
such unitized substances were produced, as set forth in Exhibit

"C", The amount of unitized substances so allocated .to each

-tract (regardless of whether it be more or less than the amount

of actual production of unitized substancés from the wéll or
wells, if any, on such tract), shall, for all intents, uses and
purposes, be deemed to have been produced from such tract.

14.2 The unitized substances allocated to each tract

shall be distributed among, or accounted for, to the parties

- executing, consenting to or ratifying this agreement entitled

to share in the production from such tract in the same manner,
in the same proportion, and upon the same conditions, as they
would have participated and shared in the production from such

e

tracts, or in the proceeds thereof, had this agreement not been

- =20-
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entered into and with the same legal force and effect.
14.3 No tract committed to this agreement and/or quali-

fied for participation as above provided shall be subsequently

. excluded from participation hereunder on account of depletion of

unitized substances, and nothing herein contained shall be con-
strued as requiring any retroactive adjustment for production
obtained prior'tolthe effective date of the joinder of any tract.

14.4 1If the working interest and the royalty interest

-in any tract are divided with respect to separate parcels or

portions of such tract and owned severally by different persons,
the percentage participation assigned to such tract shall, in
the absence of a recordable instrument executed by all owners
and furnished to unit operator fixing the division of ownership,
be divided among such parcels or portions in proportion to the
number of,sﬁrface acres in each. |

‘14.5' Subject to Article XV hereof, the unitized substances
allocated to-each tract shall be delivered in kind to the respec-
tive working interest owners and partiee entitled thereto by |
virtue ef the ownership of oil and gas rights therein or by pur-
chase from such owners. Each working interest owner and the
parties entitled thereto shall have the continuing right to re-
ceive such produétioe in kind at a common'point within the unit
area and to sell or dispose of the same as it sees fit. Each
such party shall have the right to construct; maintain and operate
all necessary facilities for that éﬁrpose on unitized land, pro-
vided tﬁe same are so constructed, maintainee and operated as

~
not to interfere with operations carried on pursuant hereto. -
. [} .

.‘ ’
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Any extra expenditﬁre incurred by unit operator by reason of
the delivery in kind of any portion of the unitized substances
shall be borné by the parties responsible therefore. 1If-a
royalty owner has the right to take in kind a share of unitized
substances and fails té do so, the working interest owner whose
working interest is subject to such royalty interest shall be
entitled to take in kind such share of the unitized substances.

14.6 If any party fails to take in kind ar separately

- dispose of its share of unitized substances, unit operator shall

have the rightbfor the time being and subject to revocation at
will by the party owning the share, to sell or otherwise dispose

of such production to itself or to others on a day to day basis

at not less than the prevailing market price in the area for

like production. The proceeds of the unitized substances so
disposed of by unit.operator shall be paid to the party entitled
thereto. |

v 14,7 -Notwithstanding the foregoing, the unit operator
shall not make a éale into interstate commerce of any working
interest owner's share of gas production without first giving
such working interest owner sixty (60) days notice of such
intended sale.

14.8 Any party receiving in kind or separately disposing

of all or any part of the unitized sﬁbstances allocated to any
tract, br receiving the proceeds therefrom if the same is sold

or purchased by unit operator, shall be responsible for the pay-

ment of all royalty on the lease or leases and tracts contributed

©

by it and received into the unit, and each such party shall hold ~

.22-
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each other party hereto harmless against all claims, demands
and cauées of action for such royalty on the leése or leases
and tracts contributed by it to the unit area.

14.9 1f, after the effective date of this agreement,
there is any tract or tracts that are subsequently committed
hereto, as provided in Article IV (Expansion of Unit Area)
hereof, or any tract or tracts withinithe unit-area not committed
hereto as of the effective date hereof but which are subsequently
committed hereto under the provisions of Article XXI (Non-
Joinder and Subsequent Joinder) or if any tract is excluded from
this unit agreement as provided for in Article XXIX (Loss of
Title), the schedule of participation as shown in Exhibit "(C",
subject.td Article XI1 (Tfact Participation), and Article XIII
(Tracts Qualified for.Participation), shall be revised by the
unit operator to show the revised tract participation of all
the qualified tracts; and the revised Exhibit "C", upon approval
by the Super#isor, shall govern all the.allocation of production
of unitized substances from and after the effective date thereof
until a revised schedule is approved as Hereinabove provided.

14,10 Working interest ownérs may use as much of the
unitized substances as may reasonably be deemed necessary for
the operation and developmenf'of the unit area, including but
not limited to the injection of unitized substances into the
unitized formation provided such operations are in accordance
with a plan of operations appro#éd'by the Supervisor.

| -14.11 No royalty shall be payable upog or with respect

o

to unitized substances used or comsumed in the operation or
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development of the unit area or which may be otherwise lost

or consumed in the production, handling, trgating, transporta-~
tion or storing of unitized substances provided such operations
are in accordance;with a plan of operations approved by the
Supervisor.r“_ .

ARTICLE XV

ROYALTY SETTLEMENT

15.1 The United States of America and all royalty owners
who,.under an existing contract, are entitled to take in kind a
share of the substances pfoduced from any tract unitized here--
under, shali‘continue ﬁo be entitled to such right to take in

kind their share of the unitized substances allocated to such

 tract, and unit operator shall make deliveries of such royalty

share taken in” kind in conformity with the applicable contracts,
laws and regulations. Settlement for royalty interest not taken
in kind shall be made by working interest owners responsible
therefor under existing contracts, laws and regﬁlations on or
before the lést day of each month for unitized substances pro-
ducéd during the preceding 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‘on unitized subtances as allo-

cated to each tract in accordance with tHe terms of this unit

agreement. With respéct to those Federal leases committed

hereto 6n which the royalty rate depends upon the daily average

Y

24




10
11
12
.13
14
15
16
17
18
19
20
21
22

23

24

25
26

27

production per well, such average production shall be dcter-

mined in accordance with the operating regulations as though

, the committed tracts were included in a single consolidated

lease.

15.2 If the amount of production or the procceds thereof
accruing to any foyalty owner (except the United States of
America) in a tract depeﬁds upon the average pfoduction per
well or the average pipeline runs per wéll from such tract
during any period of time, then such production shall be deter-
mined from and after the effective date hereof by dividing the
quantity of unitiéed substances allocated hereuﬁder to such
tract during such period of time by the number of wells located
thereon capable of producing as of the effective date hereof.

15;3 1f gas obtained from lands ﬁot subject to thisg
agreement is introduced into the unitized formation, for use
in repfessuring, stimulation of production or increasing ulti-
mate recovery in conformity with a plan approved pursuant to
Article XI (Plan of Operations), a like amount of gas; less
appropriate deductions for loss or depletion 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 conditions and formulas
as méYﬁbe prescribed or approved by the Supervisor; and provided
furtﬁer that such right of withdrawal shall terminate as of the
éffecfive date of termination of the unit agreement.

15.4 All royalty.due the United Sﬁates of America and

the other royalty owners hereunder shall be computed and paid
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on the basis of all unitized substances allocated to the respec-
tive tract or tracts committed hereto, in lieu of actual produc-
tion from such tract or tracts.

15.5 Each 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 area as its. interest appears in Exhibit '"B"
attached hereto. 1If any royalty interest in a tract or tracts
should be lost by titie failure or otherwise in whole or in

part, during the term of tﬁis agreement, then the royalty interest
of the party representing himself to be the owner thereof shall
be reduced proportionately and the interest of all parties shall
be édjﬁstgd accordingly. |

ARTICLE XVI

RENTAL SETTLEMENT

16.1 Rentals or minimum royalties due on leases committed
hereto shall be péid by the unit operator or working interest
owners‘responsible therefor under existing contracts, laws and
regulations, provided that nothing herein contained shall operate
to relieve the lessees of any land from their respective lease
6b1igationsvfor the payment of any rental or minimum royalty in
lieu thereof, due under their.leases. Rental or minimum royalty
for lands of the United States of America subject fo this agreement
shall be paid at the rate specified in the respective leases from
the United States of America, unleés rental or minimum royalty is
waived, suspended or reduced by law or by appi?Qal of the Secre—

tary or his duly authorized representative.
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ARTICLE XVIT

CONSERVATION

17.1 Operations hereunder and production of unitized
substances shall be conducted to provi@e.for the most economical
and efficient recovery of said substances withoutvvéste, as
defined by or pursuant to Federal and state laws and regulations.

ARTICLE XVIII

DRAINAGE

18.1 The unit operator shall take appropriate and ade-

quate measures to prevent drainage of unitized substances from

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

ARTICLE XIX

LEASES AND CONTRACTS CONFORMED AND EXTENDED

19.1 The terms, conditions and provisions of all leases,

subleases and other contracts relating to exploration, drilling,

development or-ope;ation 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 tﬁe provisions
hereof, but otherwise to remain in full force and.effect, and
the parties hereto. hereby consent ﬁhat the Secretary by approval
hereof; or by the approval hereof by his duly authorized repre-
sentative, does hereby establish, alter, phangé or revoke the
drilling, producing, rental, minimum royalty and royalty require-
ments of federal leases Eommittéd hereto and the regulations in
fespect thereto to'conform said requiréments to, the provisions
of this agfeement. S <

19.2 Without limiting the generality of the foregoing,

: -27- . .
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all leases, subleases and contracts are particularly modified

in accordance with the following:

(a) The development and’operation of lands éubject
to this agreement under the terms hereof shall be deemed full
perfbrmance éf all obligations for de;elopment and operation
with respect to each énd everyApart or separately owned tract
subject to this agreement, regardless of whether there is any
development of any parFicular part or tract of the unit area,
notwithstanding anything to the contrary in any lease, operating
agreement or other contract'by and between the parties hereto,

or their respective predecessors in interest, or any of them.

(b) Drilling, producing or secondary recovery

operations performed hereunder upon any tract of unitized lands
shall be accepted and deemed to be performed upon and for the

benefit of each and every tract of unitized land, and no lease

duce wells situateﬂ on 1and therein embraced.

(c) éﬁspension of drilling of producing operations
on all unitized lands pursuant to direction or consent of the
Secretary. or his'duiy authorized répresentative, shall be deemed

to constitute such suspension pursuant to such direction or con-

. (d) Each lease, sublease, or contract relating to
the exploration, drilling, development or operation for oil and
gas which by igs terms might expire pribr to the termination of
this agreement, is hereby extended beyond any. such term so pro-

vided theféin, so that it shall be continued in full force and

sent as to each and every tract of unitized land.

-28-
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effect for and during the term of this agreement.
(e) The segregation of any federal lease committed

to this agreement is governed by the following provision in

the fourth paragraph of Article 17(j) of the Mineral Leasing

Act, as amended by the Act of September 2, 1960 (74lStat.
7814784): "Any (Federal) lease heretofore .or hereafter committed
to any such (unit) plan embracing’lands that are in part within
and in part outside of the area covered by any such plan shall
be segregated into separate leases as to the lands committed
and the 1ands not committed as of the effective date of unitiza-
tion; provided, howe#er, that any such iease as‘to the non-
unitized portion shall continue in force and effect for the term .
thereof but for not less than two years from the date of such
segregation‘and'so long thereafter as oil or gas is produced
in paying quantities".

19.3 Termination of this agreement shall not affectlany
lease which, puréuant tovthe terms thereqf or any applicable

laws, shall continue in force and effect thereafter.

ARTICLE XX

COVENANTS RUN WITH LAND

20.1 All terms and conditions herein contained shall

be construed to be covenants running with the land with respect

to the interest of the parties hereto and their successors in

title until this agreement terminates, and any grant, transfer,

conveyance or any passage of any interest in land or leases sub=

ject hereto, no matter how accomplished; shall be and hereby is

conditioned upon the assumption of all privileges and obligations

-29-
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by such successor in interes t. By way of illustrétion, but

not limitation, if any working interest aner'Shéll, after
executing this agreemeht and the unit operating agreement,
create any overriding royalty, production payment or any
similar interest out of its interest, the new owner, or owners,
of such interest,'or interests, shall be bound by the terms

of this agreement and the unit operating agreement. No assign-
ment or transfer of any ﬁorking interest subject heretb shall
be binding upon unit operator until the first day o f the calen-
dar month aftér unit operator is furnished with the aiginal,

or acceptable photostatic or certified copy, of ﬁhe recorded
instrument of transfer; and no assignment or transfer of a
royalty interest subject hereto shall be binding‘upon the
working interest ownef responsible therefor until the first
day of the calendaf month after said working interest owner

is furnished with the original, or acceptable photostatic or
certified copy, of the recorded instrument of transfer.

ARTICLE XXT

ERFECTIVE DATE AND TERM

21.1 This agreement shall become binding upon each party
who executes or ratifies it as of the date of execution or
ratification by such party and shall become effective as of 7:00
a.m. of the first day of the calendar month next following:

(a) The execution or ratification of this agreement
and the unit operating agreement by working interest owners of
tracts comprising.eighty percent (807) or more, on a surface

acreage basis, of the unit area as shown on the original Exhibit

-30-



1 "B" and which are qualified under the provisions of Article

2 XIIT; and |

3 (b) The filing of this agfeeméqt fér approval by

4  the Commission and the Supervisor;

5 and provided further thét if (a) and (b) above are not accom-

6 plished on or before July 1, 1970, this agrgement shall ipso

7 facto expiré én said date (hereinafter called "expiration

8 date') and thereafter be of no further force or effect: unless

9 prior thereto this agreement has been executed or ratified by
10 working interest owners owning a combined participation of at
11 | least eighty percent (80%),Aand that working interest owners
12 owning in the aggregate eighty percent (80%) or more of the
-13 total participating acreage committed to this agreement have
14  decided to extend said expiration date for a period not to

15 exceed six months (hereinafter called "extended expiration

16 date'"). If said expiration dateAis so extended and (a) and

17 (b) are not accomplished on or before said extended expirétion
18 date, this agreement shall ipso facto expire on said e%tended
19  expiration date and thereafter be of no further force or effect.
20 21.2 Unit operator shall; within thirty (30) days after
21 the effective date of this agreement, file for record in the

22 office where a counterpart of this agreement is recorded, a

23 certificéte to the effect that this agreement has become effec-
24 tive acéording to its terms and stating further the effective
25 date. -

26 21.3 The terﬁ of this agreemeﬁt shall be for and during

27 the time that unitized substances are produced in quantities
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sufficient to pay for the cost of producing the same from
wells om the unitized land and so long théreafter as drilling,
reworking or other operations (including secondary recovery
operations) are prosecuted thereon without céssation of more
than ninety (90) consecutive days, and so long thereafter as
unitized substances are produced as aforesaid.

21.4 This agreement may be terminatéd at any time for
any other reason with the approval of the Supervisor by working
interest owners owning seventy-five percent (75%) participation.
Notice of any such termination shall be given to all pérties
hereto and a copy filed by unit operator in the office of the
County Clerk of Eddy County, New Mexico.

21.5 Upon termination of this agreement, the parties
hereto shall be governed by the terms and provisions of the
leases and contraéts affecting the separate tracts.

21.6 If not otherwise cdveréd by the leases unitized
under this agreement, royalty owners hereby grant working interest
owners a period of six months after termination of this agreement
in which to salvage, sell, distribute or otherwise dispose of
the personal property and facilities used iﬁ connection with
unit operations.

ARTICLE XXITI

RATE OF PROSPECTING, DEVELOPMENT AND PRODUCTION
'  '22.1 All production and the disposal thereof shall be
in conformity with allocations and quotas made or fixed by
any duly authorized ?erson or regulatory body under any federal
or state statute. The Director is hereby vested with authority

to alter or modify from time to time, in his discretion, the
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rate of prospecting and development and within the limits
made or fixed by the Commission to alter or. modify the quantity
and rate of pfoduction under this agreement, such authority
being hereby limited to alteration or modification in the public
interest, the'purpose thereof and the public interest to be
served thereby to be stated in the order of alteration or modi-
fication. |

'22,2 Powers in this article vested in the Director shall
only be exercised'after notice to unit operator and opportunity
for hearing to‘be held hot less than fifteen &ays from notice
and thereafter‘subject to administrative appeal before becoming
final. | | |

ARTICLE XXITI

NON-DISCRIMINATION

23.1 In connection with the performance of work under
this agreement, the unit operator agrees to comply with all of
the provisions of Section 202 (1) to (7), inclusive, of Executive
Order 11246, (30 F.R. 12319), which are hereby incorporated by
reference in this agreement. | - |

ARTICLE XXIV

APPEARANCES

24,1 Unit operator,‘aftef notice to othef parties
affected, shall have the right to appear for ‘or on behalf of
any and all interests affected hereby before fhé Department,
and the Commission, and to appeal from any order issued under
the rulés and regulations of the»Department or the Commission,

<

or to apply for relief from any of said rules and regulations-
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or in any proceedings relative to operations before the Depart-

ment or the Commission or any other legally constituted autho-

rity; provided, however, that any other interested party shall

also have the right at his or its own expense to be heard in
any such proceeding.

ARTICLE XXV

- NOTICES
25,1 All notices, demands, objections or statements
required hereunder to be given or rendered to the parties hereto -

shall be deemed fully given if made in writing amd personally

- delivered to the party or parties or sent by postpaid, certified

mail, addressed to such party or parties at their respective

addresses set forth in connection with the signatures hereto

or to the ratification or consent hereof or to such other address

as any such party or parties may have furnished in writing to

-the party sending the notice, demand or statement.

ARTICLE XXVI

NO WAIVER OF CERTAIN RIGHTS

26.1 Nothing in this agreement contained shall be con-

- strued as a waiver by any party hereto of the right to assert any

legal or constifutional right or defense as to the validity or
invalidity of any laﬁ of the state wherein said unitized lands
are located, or of the United States or the rules or regulations
issued thereunder in any way affecting such party, or as a waiver
by any such party of any right beyond his or its authority to
waive. |

ARTICLE XXVII o <

PERSONAL PROPERTY EXCEPTED

27.1,_Each‘ef'the working interest owners hereto has

-3~

e e 2o S e - - - -



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

26

27

28

heretofore individdally placed in or on the wells drilled by
such working interest owner on its leases or interests and in
or on the land covered by said leases or interests certain
casing, casing flanges, tdbing, rods, pipes, tanks, as well
as other lease andeell equipment or other pefsonal property
(to all of which the provisions hereof are applicable whether
similgr or dissimilar in nature to the foregoing enumeration).
As to all of such equipment the installing working interest
owner has the contractual right inandunder its respective
leases to remove same from the premises, and thé installation
thereof by said working interest owner was with the intention
and understanding that all of such equipment would be and remain
personal property and that no part thereof would be or become
fixtures to the‘realty. The working interest owners hereto

-

have dealt separately among themselves and do hereby maRe "a
separate agreement with each other with respect to such lease
and well equipment and all other such personal property located
in or on the well or their respective leases, on the on hand,
and the realty, leasehold estates and the wells (exclusive of
all equipment inor on said wells) 10céted on and the unitized
substances underlying the unit area, on the other hand. To
that end, the working interest owners have severed, and do
hereby sever for all purposes of this agreement, all such lease
and well equipment and other such personal prbperty.which may
be located in or on the réspective leases or in or on the wells
thereon from the real leasehold estates and the wells located

on and and the unitized substances underlying the unit area.

To confirm their respective investments in such equipment,
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working interest owners have made a separate agreement with

o

2 each other with respect thereto.

3 ' ARTICLE XXVIII
4 UNAVOIDABLE DELAY
5 28.1 All obligations under this agreement requiring

6 the unit operator to commence or continue secondary recovery

7 operations or to operate on or produce unitized substances from
8 any of the lands covered by this agreement shall be suspendéd

9 while, but only so long as the unit operator, despite the exer-
10 cise of dug care and diligence, is prevented from complying

11 with such obligations, in whole or in part, by strikes, acts

12 of God, Federal, state or municipal law or agency, unavoidable
13 accident,uncontrdllable delays in transportation, inability to
14  obtain necessary materials in open market, or other matters

15 beyond the reasQnab1e control of the unit operator whether

16 similar to matters herein enumerated or not. No unit obligation
- 17 which is suspended pursuant to this section shall become due

18 1less than thirty (30) days after it has been determined that

19 the suspension is no 1pnger applicable. Determination of

20 creditable "unavoidable delay" time shall be made by unit

21 operator subject to the approval of the Supervisor.

22 . ARTICLE XXIX
23 ~ LOSS OF TITLE
24 29.1 1If any tract of unitized land ceases to have suffi-

25 cient working interest or royalty interest committed to this
26 agreement to meet the conditions of Article XIII because of

27 failure of title of any party hereto, such trdct shall be regarded
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as not committed hereto as of 7:00 a.m. on the first day of
the calendar month in which such failure of title is finally

determined; provided, however, that no such tract shall be so

‘regarded if same can be requalified under said Article XIII

" within ninety (90) days after the date on which,such title

failure was finally determined. 1If any such tract cannot be

so requalified,>unit Opefator'shall recompute the tract partici-
pation of each tract of-unitized land remaining subject to this
agreement so thaﬁ such tract parﬁicipations shall remain in

the éame ratio one to another. Thereafter, unit operator shall
revise Exhibit "C" conformably with such recomputation. After

approval by the Supervisor, each such revised Exhibit "C" shall

be effective at 7:00 a.m. on the first day of the calendar month -

in which such failure of title is finally determined. If title

" to a working interest fails, the rights and obligations of

working interest owners by reason of such failure shall be
governed‘by the unit operating agreement. If title to a royalty
interest fails, but the tract to which it relates remains com-
mitted to this agreement, the royalty owner whose title failed
shall not be entitled to participate hereunder insofar as its
participation is based on such lost royalty interest. In the
event of a dispute as to the title tb any working or royalty

interest, payment or delivery on account thereof may be withheld

. without liability or interest until the dispute is finally

settled; provided, that as to Federal land or leases, no pay-
ments of funds due the United States of America .shall be with-

held, but such funds shall be deposited as directed by the
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Supervisor, to be held as unearned money pending final settle-
ment ofvthe title dispute, and then applied as earned oxr returned
in accordance with such final settlement. -

29.2 Unit operator, as such, is geiieved from any respon-
-gibility fof{any defect or failure of any title hereunder.

ARTICLE XXX

BORDER AGREEMENTS

30.1. Subject to the approval of the Supervisor, the unit
operator with the concurrence of working interest owners owning
at least sixty-five percent (65%) of participation, méy enter

1into a border protection agreement or agreements with the working
interest owners of lands adjacent to the committedvtracts with
reépect to the operations in the border aréa for the maximum
ultimate recovery, conservation purposes and proper protection

of the parties and interests.

ARTICLE XXXI

.NON-JOINDER AND SUBSEQUENT JOINDER

31.1 Joiﬁder by any royalty and record owner, at any
time, must be accompanied by appropriate joinder of the corres-
ponding working interest owner in order for the interest of such
royalty'ahd record owner tolbe regarded as committed. Joinder
to the unit agreement by a working interest owner, at any time,
must be accomplishéd by appropriate jainder to‘the unit operating
agreement in order fqr such interest to be regarded as committed
to this unit agreement.

31.2 Any oil or gas interest in the ubitized formation

not committed hereto prior to submission of this agreement for -
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final approval by the Supervisor may'thereafter be committed
hereto upon coﬁpliance with the applicable provisions of this
article and of Article XIII (Tracts Qualified for Participation)
herecof, at any time up to the effective date hereof on the same -
basis of participation as provided in said Article XIII, by the
owner or owners thereof subscribing, ratifying or consenting in
writing to this agreement and, if the interest is a working
interest, by the owner‘of such interest subscribing also to the
unit operating agreement.

'31.3 It is understood and agreed, however, that on and
after the effective date hereof the right of subsequent joinder
by a working interest owner as provided in this areicle shall
be subject to such requirements or approvals and on such basis

as may be agreed upon by workiing interest owners having not less

‘than eighty percent (80%) partieipation,_and approved by the

Supervisor. Such subsequent joinder by alproposed working interest
owner must be evidenced by his execution or ratification of this
agreement and tﬁe.unit operating agreement. Subsequent joinder

by a brobosed royalty owner must be evidenced by his execution,
ratification or consent of this agreement and must be consented

to in writing by the working interest owner responsible for the
payment of any benefits fhat ﬁay accrue hereunder in behalf of

such proposed royalty owner. .Exeept as may be otherwise herein
pfovided, subsequent joinder to'this agfeement shall be effective
at 7:00 a.m. as of the first day of the month following the filing

with the Supervisor of duly executed'counterparﬁs.of any and all

-
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1 tract or interest to this agreément, unless objection to such
2 'joinder By the Supervisor is duly made within sixty (60) days
3 after such filing.

4 ARTICLE XXXTII

5 . - TAXES .
6 32.1 Each party hereto shall, for its own account, render

7 and pay its share of any taxes levied against or measured by the
8 amount- or value of the unitized substances produced from thé

9 unitized land; provided, however, that if it is required or if
10 it be determined that the unit operator or the several working
11 interest owners must.pay or advance said taxes for the account
12 of theparties hereto, it is hereby expressly agreed that the

13 parties so paying or advancing said taxes shall be reimbursed

14  therefor by the parties hereto, including royalty o&ners, who

15 may be responsible for the taxes on their respective allocated
16  share of_saia unitized substances. No such taxes shall be

17 charged to the United States or to any lessor who has a contract

18 with a lessee which requires his lessee to pay such taxes.

19 : ARTICLE XXXIII
20 : NO PARTNERSHIP
21 33.1 The duties, obligations and liabilities of the

22 parties hereto are intended to be several and not joint or

23 collective. This agreement is not intended to create, and shall
24 not be construed to create, an association or trust, or to impose
25 a partnership duty, obligation or’iiability with regard to any
26 one or ﬁore‘of the parties hereto. Each party hHereto shall be

. . - <
27  individually responsible for its own obligations as herein provided.
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ARTICLE XXXIV

PRODUCTION AS OF THE EFFECTIVE DATE

34,1 Unit operator shall make a proper and timely gauge
of all lease and otheﬁ tanks on unitizéd land in order to ascer-
tain the amoﬁnt of merchantablg oil above the pipeline connec-
tion‘in such tanks as of 7:00 a.m. on the effective date hereof.
The oil that is a part of the prior allowable of the wells from
which it was produced shall be and remaih the property of the
working interest owner entitled théreto, the same as if the

unit had not been formed; and such working interest owner shall

' promptly remove said oil from unitized land. Any such oil not

so removed may be sold by unit operatof for the account of such
working intereét‘owner,;subject to the-payment of all royalty

to royalty owners under the applicable lease or leases and other
contracts. The oil that isAin excess of the prior allowablé of

the wells from which it was produced shall be regarded as unitized

substances produced after the effective date hereof.

34.2 1f, as of the effective date hereof, any tract is

overproduced with respect to the allowable of the wells on that

tract and the amount of overproduction has been sold or otherwise

dispose& of, such overproduction shall be regarded as a part of

the unitized substances produced after the effective date hereof

and shall be charged to such tract as having been delivered to

the parties entitled to unitized substances allocated to such

tract . ’

. ARTICLE XXXV <

f: 35;ljfThisi§gféement may be executed in\any number of

-41-
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counterparts, no one of which needs>to be executed by all
parties and may be ratified or consented to by separate instru-
ments in Writing specifically referring hereto, and shall be
binding upon all those parties who have executed suéh a counter-
part, ratifigation or consent hereto witﬁ the same force and
effect as if all parties had signed the same document, and
regardless of whether or not it is executed by all other parties
owning or claiming an interest in the land within the above de-
scribed unit area;

IN WITNESS WHEREOF, the parties hereto have caused this

agreement to be executed as of the day and year first hereinabove

written.

Date¢277i1L7/A45211/5?45'57 : g;;>§::;> <;;;::;;Zﬂ—41’4’

J. J, Travis

Address: L ppr 7 4 UNIT OPERATOR AND WORKING INTEREST OWNER

= 2N N/

Travis
Date:
Henry Ashforth
Address:
Ashforth
Date: »
David G. Baird
Address:
Baird
Date: CHAMBERS & KENNEDY
Address: | . ‘By_
By
Date:
-Dr. Herbert Conway .

Address:

Conway

', _42_'
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Date:

Theodore Kapnek
Address:
Kapnek
ATTEST: '~ MARK PRODUCTION "COMPANY
. By :
. Secretary : President
Date: ' :
Address:
Date:
Joseph Patrick
Address:
Patrick
Date: o
Louis F., Polk
Address: '
Polk
Date: .
. - Louis F. Polk, Jr.
Address:
Polk
Date: _ TEXACO INC.
Address: ' : By
S President
ATTEST:
Secretary
5 STATE OF TEXAS ) ‘
. ,j,j‘,‘””,' p,“” ‘ : SS ‘ .
(chUNT‘?! ,OF MIDLAND ) ‘ ’ 2
o \. . o -
N ﬁjfy;j,- '.“ .g01ng instrument was acknowledged plfore me this‘/¢/
sday of /v 1969 by J. J. Travis.and 7704t 4ravis, his wife.

on",,‘ pires: . o?& /. ﬂn/w/&,u <

j/%ﬁj Ao 67k Notary Publlc )
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CONSENT AND RATIFICATION
NORTH SHUGART QUEEN UNIT AGREEMENT
EDDY COUNTY, NEW MEXICO

The undersigned, being the operator designated in that
certain Operating Agreement made and entered into on the 16th day
of April, 1969 by and between B. M. Keohane and others as owners
and J. J. Travis as operator covering federal lease NM 025778
embracing the following described lands situated in Eddy County,
New Mexico, to-wit:

Township 18 South, Range 31 Fast
Section 20 - EX%NE%
containing 80 acres, more or less,

and also being the unit operator designated in the Unit Agreement
for the Development and Operation of the North Shugart Queen Unit
Area, in which said unit agreement the above described lands are
described on Exhibit "B" as Tract No. 4, does hereby commit said
leasehold interest as to the above described lands to said unit
agreement under the authority granted to the undersigned under the
provisions of Paragraph 4 of said Operating Agreement, which is as
follows, to-wit:

"I, Operator shall have the right to commit said oil and
gas lease to a unit agreement approved by the authorized represen-
tative of the Department of the Interior providing for carrying on
secondary recovery operations as to all or any zone or formations
down to and including a depth of 4,000 feet below the surface,
without the consent or approval of Owners."

The undersigned does hereby commit the above interest to
said unit agreement and does hereby consent to and ratify all of
the terms and provisions of said unit agreement and the unit
operating agreement entered into in connection therewith as to
the above interest exactly the same as if all of the record title
owners in and to said oil and gas lease had executed the original
of said unit agreement and unit operating agreement.

IN WITNESS WHEREOF, this 1nstrument is executed on this the

f day of June, 1970.
7£2;f’£;7 ( g it

STATE OF TEXAS )

~: ss
COUNTY OF MIDLAND )

The foregoing instrument was acknowledged before me this
Z 7 day of June, 1970 by J. J. Travis.

My Commission Expires: H Hort Yoo
Voora {47/ Notary Public

d




R

STATE OF TEXAS )

) ss
COUNTY OF DALLAS )

- Mt Gl

Dorothy Jan Illth

ﬁmn@m &éﬂ%ﬂé

Na cy Ann gmlth Vallee

Jw/w Qw x&nw/

SOphiF/j. Dunn

The foregoing instrument was acknowledged before me this Mday
of January 1970 by DOROTHY JANE SMITH.

l“

2T TYR

o Notg#y Public

Notaﬂ Public

The. foregoing instrument was acknowledged before me this oZéZé(/day

W//w»;ﬁw/

Myf‘Commissmn Expires'
£ AV gune., 3 1971
4.;_:'9.-' SN O
‘3,“:;::" . ..; * .; L
':‘,’Ig'nf’f 71'0 T
v Te il S T :’
{;ﬁ <, STATE OF ‘TEXAS )
R g S ) ss
orqouyTY°0F DALLAS )
d \ o
‘~,, (31 \“‘ :
“of January 1970 by NANCY ANN SMITH VALLEE.
\“ n;
:“e-‘ ﬁMy COmmission Expires:
& 7‘.June X 1971
SO "' e
OF I )
., } e § ) ss
. G'COUNTY OF ALLAS ) .
.. h,“ .

{ The foregoing instrument was

. of January 1970 by SOPHIE J. DUNN.
A

\ .
:‘\\\ "“‘\‘.l “\; )

",~'¢ n.“ ‘ U ,x ’J”‘ . ' -
y' Cmmi'sé}on Expire5°
ne 1, 1221

%y t ,,"7 RN )
ﬂ§<--':"/ L
rﬂ"'.\." R I ]
R A RN
\l\‘l’- l';"- ..l""‘. o on "‘-\. ’; |' f‘:"
e, wr pal et
3 N YT “‘ \ s 43-A
*

e R F L LIRS S
oo

A
,
-~

acknowledged before me t:his:%’z day

Nota?/Public e




CONSENL AND RATIFICATION
NORTH SHUGARYT QUELN UNIT AGREEMENT
EDDY COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge
receipt of a copy of the Unit Agreement for the Development and Opera-
tion of the North Shugart Queen Unit Area embracing lands situated in
Eddy County, New Mexico, which said agreement is dated the/?ﬂjﬁ/day
of November, 1969, together with a copy of the Unit Operating Agree-
ment in connection therewith, and acknowledge that they have read .
the same and are familiar with the terms and conditions thereof. 'The
undersigned also being the owners of leasehold, royalty or interests
in the lands or minerals embraced in said unit area, as indicated on
the schedule attached to said unit agreement as Exhibit "B'", do hereby
commit all of their said interests to the North Shugart Queen Unit
Lgreement and do hereby consent thereto and ratify all of the terms
and provisions thereof and of the unit operating agreement exactly
the same as if the undersigned had executed the original of said unit
agreement and unit operating agreement or counterparts thereof.

IN WITNESS WHEREOF, this instrument is executed by the under-
signed as of the date set forth in their respective acknowledgments.

ATTEST: GULF OIL CORPORATION
//{J([")/"‘L’ W - —_
~ Assistant Secretary ' Attorney in Fact
STATE OF _NEW MEXICO ) |
s Ss

COUNTY OF CHAVES™_-

The foreg01ng instrument was acknowledged before me this 227

~ day of f,/»ta., 1970 by T. W. KIDD, Attorney in Fact for GULF OIL
CORPORATION, a Pennsylvania Corporation, .
My Commission Expires:- ,/éé;/ )QZ« : ‘
August 15, 1970 - Nouary Public
STATE OF )
s Ss
COUNTY OF )

The foregoing instrument was acknowledged before me this
day of 1969 by

My Commission Expires:

Notary Public



— A~

: ‘ CONSENT AND RATIFICATION
: NORTH SHUGART QUEEN UNIT AGREEMENT
’ EDDY COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge
receipt of a copy of the Unit Agreement for the Development and Opera-
tion of the North Shugart Queen Unit Area embracing lands situated in
Eddy County, New Mexico, which said agreement is dated the //: ﬂday
of November, 1969, togcthcr with a copy of the Unit Operating Agrece-
ment in connection therewith, and acknowledge that they have rcad
the same and are familiar with the terms and conditions thereof. The
undersigned also being the owners of leasehold, royalty or interests
in the lands or minerals embraced in said unit area, as indicated on
the schedule attached to said unit agreement as Exhibit "B", do hereby
commit all of their said interests to the North Shugart Queen Unit
Agreement and do hereby consent thereto and ratify all of the terms
and provisions thereof and of the unit operating agreement exactly
the same as if the undersigned had executed the original of said unit
agreement and unit operating agreement or counterparts thereof.

IN WITNESS WHEREOF, this instrument is executed by the under-
signed as gf the date set forth in their respective acknowledgments.

CHAMBERS & KENNEDY -

/ 7

. - e
By: /}i/ *;w ” e A

By : /o%a,/ Lo/jﬁ/ ‘/

STATE OF rppxac

)
s S§S
COUNTY OF MIDLAND )

The foregoing instrument was acknowledged before me this éérgf

day of 1970 by _C. Fred Chambers and W. D. Kennedy,
dba Chambers & Kennedy. ‘ _ .
Commission Expires: }<:;AZ:é;;¢, Couac
e /L )77/ Notary Public
STATE OF )
s Ss
- COUNTY OF )

The foregoing instrument was acknowledged before me this
day of : ' 1969 by

e ——

My Commission Expires:
' _Notary Public




CONSENT AND RATIFICATION
NORTH SHUGART QUEEN UNIT AGREEMENT -
EDDY COUNIY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge
receipt of a copy of the Unit Agreement for the Development and Opera-
tion of the North Shugart Queen Unit Area embracing lands situated in
Eddy County, New Mexico, which said agreement is dated the _llth day
of November, 1969, together with a copy of the Unit Operatlng Aoree-
ment in connection therewith, and acknowledge that they have read
the same and are familiar with the terms and conditions thereof. The
undersigned also being the owners of leasehold, royalty or interests
in the lands or minerals embraced in said unit area, as indicated on
the schedule attached to said unit agreement as Exhibit "B, do hereby
commit all of their said interests to the North Shugart Queen Unit
Agreement and do hereby consent thereto and ratify all of the terms
and provisions thereof and of the unit operating agreement exactly
the same as if the undersigned had executed the original of said unit
agreement and unit operating agreement or counterparts thereof.

IN WITNESS WHEREOF, this instrument is executed by the under-

signed as of the date set forth in their respective acknowledgments.
"APPROVED AS TO:
- TEXACO INC.,:

By i /{/j//“_,(_(
‘-Attorney in-Fact ;)%L\

STATE OF Texas

COUNTY OF _ Midland

BEFORE ME, the undersigned authority, a Notary Public in and for said County
and State, on this day personally appeared V. F. Dullnig

Attorney-in-Fact known to me to be the person and officer whose name is
subscribed to the foregoing instrument and acknowledged to me that the same was the act
of Texaco Inc. » 4 corporation, and that he executed the same as

the act of such corporation for the purposes and consideration therein expressed, and
in the capacity therein stated.

GIVEN UNDER MY HAND AND SEAL OF OFFICE this 20th day of April ,1970 .

My Comm. expires: 6-1-71 Nota;y Public in and fo% Midland County, Texas .




CONSENT AND RATIFICATION
NORTH SHUGART QUEEN UNIT AGREEMENT
- EDDY' COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge
receipt of a copy of the Unit Agreement for the Development and
operation of the North Shugart Queen Unit Area embracing lands
situate%ﬁin Eddy Cgunty, New Mexico, which said agreement is dated
the / ZYday of Zé/?{/ﬁ'ggé 1969, and acknowledge that they have
read the same and are familiar with the terms and conditions thereof.
The undersigned being the owners of royalty or other interests in
the lands or minerals embraced in said unit area, as indicated on
the schedule attached to said unit agreement as Exhibit "'B", do
hereby commit all of their said interests to the North Shugart
Queen Unit Agreement and do hereby consent thereto and ratify all

of the terms and provisions thereof exactly the same as if the
undersigned had executed the original of said unit agreement or

‘counterparts thereof.

IN WITNESS WHEREOF, this instrument is executed by the under-
signed as of the date set forth in their respective acknowledgments.

} 3 SONS, INC.
ce LT L R -
Province of : S /
STATBXEEX ) =
Dominion : 8s
OF Canada ).
The foregoing instrument was acknowledged before me this 22nd
day of December 1969 by Ken Jennings, President of 3 Sons, Inc.,
a corporation, on behalf of said corporation. .
My Commission Expires: uL)%%&amm(’ v <264£&
September 8, 1971 . mmm
Commissioner for Oaths for the Province of
STATE OF ) - Alberta
. ' s 88
- COUNTY OF )

The foregoing irs trument was acknowledged béfOre me this
day of 1969 by

My Commission Expires:
: ' Notary Public




CONSENT AND RATIFICATION
NORTH SHUGART QUEEN UNIT AGREEMENT
EDDY COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge
receipt of a copy of the Unit Agreement for the Development and
operation of the North Shugart Queen Unit Area embracing lands
situated in Eddy County, New Mexico, which said agreement is dated
the 1ith day of November 1969, and acknowledge that they have
read the same and are familiar with the terms and conditions thereof.
The undersigned being the owners of royalty or other interests in
the lands or minerals embraced in said unit area, as indicated on
the schedule attached to said unit agreement as Exhibit "B'", do
hereby commit all of their said interests to the North Shugart

Queen Unit Agreement and do hereby consent thereto and ratify all
- of the terms and provisions thereof exactly the same as if the
undersigned had executed the original of said unit agreement or
counterparts thereof.

IN WITNESS WHEREOF,.this instrument is executed by the under-
signed as of the date set forth in their respective acknoyledgments.

STATE OF __ Oregen

N’ o8 L/
1/,]
[/}

'COUNTY OF Jesephine

foreg01ng instrument was‘iégpiglfgz
day of 1969 by __ 2 N

My’99mmlsslon Expires;:

/?7//

STATE OF

COUNTY OF

The foregoxng irs trument was acknowledged bcfore me this
day of 1969 by

My Commission Expires:

Notary Public



CONSENT AND RATIFICATION
NORTH SHUGART QUEEN UNIT AGREEMENT
EDDY' COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge
receipt of a copy of the Unit Agreement for the Development and
operation of the North Shugart Queen Unit Area embracing lands
situa’Lngn Eddy County, New Mexico, which said agreement is dated
‘the //# day- of )[DTLL*nAQA/¢1969,"and'acknowledgé that they have
read the same and are familiar with the terms and conditions thereof.
The undersigned being the owners of royalty or other interests in
the lands or minerals embraced in said unit area, as indicated on
the schedule attached to said unit agreement as Exhibit "B", do
hereby commit all of their said interests to the North Shugart
Queen Unit Agreement and do hereby consent thereto and ratify all

of the terms and provisions thereof exactly the same as if the
vfﬂunder51gned had executed the original of said unit agreement or
“terparts thereof. :

CHI.C(HRPCH&ATKJN

3 , “."’_‘"4 . ‘ : . . C(?L(/
e Mv&’a/zl-/ - By Q\YLX\IUA
rie Whipple, Asst. Secretary W. H. Davxs. Senior Vice President
OF . ) - .
)

The forego;ng 1nstrument was acknowledged before me thls
day of : 3 1969 by

88

My Commission Expires:

Notary Public

STATE OF ~ OKLAHOMA )

s SS
COUNTY oF CKLAHOMA )

x "~ _ The foreg01ng 1nstrument was acknowledged before me this 26th
day_Pf November 1969 by W, H, DAVIS, SENIOR VICE PRE‘%IDENT. of APCO .

\‘ nl\\ll”,l
Al

...........

N 0"*“\f>"'f.'?:,"a (Seal) . . -

"3§§§y&;dgbh1531on Expires: 7ﬁ4*$~);5;Chdvaw>///
T ‘\zorépfjw :m h‘ﬂ?”f’) ~ A 7 Notary Public
oL FRE G — E |

'\i




CONSENT AND RATIFICATION
NORTH SHUGART QUEEN UNIT AGREEMENT
EDDY COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge
receipt of a copy of the Unit Agreement for the Development and
operation of the North Shugart Queen Unit Area embracing lands
51tuaue in Eddy County, New Mexico, which said agreement is dated
the // / day of ,/'GJ%W/ld/’l969 and acknowledge that they have
read the same and are familiar with the terms and conditions thereof.
The undersigned being the owners of royalty or other interests in
the lands or minerals embraced in said unit area, as indicated on
the schedule attached to said unit agreement as Exhibit "B", do
hereby commit all of their said interests to the North Shugart
Queen Unit Agreement and do hereby consent thereto and ratify all
of the terms and provisions thereof exactly the same as if the
undersigned had executed the original of said unit agrecment or
counterparts thereof.

IN WITNESS WHEREOF, this instrument is executed by the under-
signed as of the date set forth in their respective acknowledgments.

MERCURY OIL COMPANY -

Attest- ‘ | / 7/ i '7_?/,_ /_,,,_,,4-:

. o PR /A"/i./" e .
D ) 9/ T | '
Secretary.
STATE OF _ New Mexico

)
s SS
COUNTY OF Eddy )

The foregoing instrument was acknowledged before me thisZ2lst
day cof November 1969 by B. M. Keohane, Vice- President of Mercury

0il Company, a New Mexico corporation, on behalf of sald
corporation.

/\ g
My Commission Expires: <#\\ \>%L £ ‘(/NN L - k“(/“““

Oct. 8, 1970 Notary\Publlc

STATE OF

e’ 00 N
/]
/)]

COUNTY OF

The foregoing ins trument was acknowledged before me this
day of 1969 by

My Commission Expires:

Notary Public




CONSENT AND RATIFICATION | | .
NORTH SHUGART QUEEN UNIT AGREEMENT
EDDY COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby ackrowledgce
rcceipt of a copy of the Unit Agreement for the Development and Opera-
.tion of the North Shugart Queen Unit Area embracing lands situated in
Eddy County, New Mexico, which said agreement is dated the [/ XAday
of November, 1969, together with a copy of the Unit Operating Agree-
ment in connectlon therewith, and acknowledge that they have read
the same and are familiar with the terms and conditions thereof. The
undersigned also being the owners of leasehold, royalty or interests
in the lands or minerals embraced in said unit area, as indicated on
the schedule attached to said unit agreement as Exhibit "B'", do hereby
commit all of their said interests to the North Shugart Queen Unit
Agreement and do hereby consent thereto and ratify all of the terms
and provisions thereof and of the unit operating agreement exactly
the same as if the undersigned had executed the original of said unit
agreement and unit operating agreement-or counterparts thereof.

: IN WITNESS. WHEREOF, this instrument is executed by the under-
signed as of the date set forth in thgt:\fespectlve acknowledgments.

STATE Or ”\l,/,a/ ) SERR

" \\m iy ,

.I/OF ///4//////7/& )

ghe foregoing 1nstrumen, was acknowlgf;ed before me tEé;,g?gﬁ :

éf *“/47/41( 2¢f 1969 b}' L /LL‘/)/ \%Z ~ ;/L//{.-ﬂ
by V4 1920 o/ ‘ '

ﬂéixﬂ los i)

Vv

(ﬁz Ll 7_/42_*/ /L/ 7//;-:” 2L
; . Notaxry Public

): o ]
: 88 .

STATE OF

-COUNTY OF

The foregoing instrument was acknowledged before me this
day of 1969 by _ '

My Commission'Expireé:

: Notary Public

£ 4
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BEFORZ THEE OIL COXNESERVATION COMMISSIOW

OF TZE STATE OF NIW HEXICO

IN THE MADTZR OF TEZ HILRING
C.LLED BY TEZE OIL CONSERVATICON
COMMISSICON OF NZW ZXICS FOR

THE PURPOSE OF CONSIDIERIKCG:
CASE No. 4248
Order No. R-3871

APPMIC_’ TION O J. J. TRAVEIS
FOR WATZRFLOOD 2PROJECT, EIDY

COUNTY, NZW MEXICO.

ORDER_O0F T2 Cu_l ATSST0ON

BY TIT COMMISSION:

R T R

This cause came on for hezring at 9 z.wi. on November 5, 1969,
{ 2, New Mexico, befocre Ixaminer Elvis A. Utz.

- -l = %, - ~ . . .
NOW, on thi 10th ¢ay of November, 1$59, the Commission, a
i e te

S 1
guorum being present, aaviag considered the =tirony, the record,
and the recoummendations ol the Zxaminer, and being fully advised
in the »nremises,

(1) That due public notica hazving been given as reguired by
aw, the Co::::.1 iocn has juriscicticn of this cause and the subject

(2)° That the aopplicant,
institcte & waterxrflood project i
Lrea, Shugart (Yates-Seven Rivers-Queen-Crazyburg) 2o0l, by the
injection of water into the Queen formation through aine injec-—
“ion walls at orxrthodox end utnorthodcx locations in Sections 20
and 21, Township 18 South, Rance 31 s

Jast, NMPM, Edcy County, New
Mexico.

(3) That the avplicant Zurther secks the establishwment of
an administrative procedure waereby the Sacretary-Director of
the Coxmission may authorize additional injection wells at
orthodox &nd unorthodox locztions within said waterflood project
area as may be neceszzry to couplete an efficient injection
pattern without the necessity of showing well response.
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CASE No. 4248
Ordex No. R-3871%

(4) That the wells in the »roject area are in an advanced
state of depletion and should properly oe classified as "stripper"
wells. ’

(5} That the provcsed weterflood project sghnould result in
the recovery of otherwise unrecoverable o0il, thereby preventing
waste. )

(6) That the subject application should be zodproved and
the project should be goverraed by the provisions of Rules 701,

o
s.l«k‘— [}

and 703 of the Corn
that the showing of

702,
however,

-

well xresponse

ssion Rules and Regulations;

proviced
as reqguired by Rule

701 2-5 sheall not be necessary before obtaining administrative
approval for the converzion of additional wells to water injec-
tion, and provided further, that said injecticn wells are
drilled no closer than 3Z0 feet to the outer boundary of the
North Shugart Queen Unit nor closer than 10 feet to any
guarter-guarter section or subdivision inner boundary.

IT IS5 TERRATORE ORDERD:

(L) That the applicant, J. J. Travis, is hereby authorized
to institute a waterfiood prolfect in his North Srugart Queen Unit
Arez, Zhugart (Yates-Seven Rivers-Queen-Crayburg) Pool, by the
injection of water i1nto the Queen formation through the following-
described wells at orthodox and uvnorthodox locations in Township
18 South, Range 31 East, NIPX, 2Idy County, New Mexico:

J. J. Travis Shugart Fecerxal Well No. 1,
located 2310 Zfeet from the Worth line anc
330 feet Zfrom the Eagt line of Section 20;
Chambers & Xennecdy Gulf Federal Well No. 2,
located 2310 feet frcm the Socuth line and
330 feet from the REast line of Section 20;
J. U0. Travis Littlefiecid Fedzral Well No. 1-2a,
located 990 feet from the South line and 660
feet from the Fasit Zine of Section 20;

J. J. Travis Kenwood Federzl Well No. 4,
located 9S00 feet ifrom the North line and
1650 feet from the West line of Section 21;
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CASE No. 42
Ordor No. R-—

J. J. Travis Kenwood Federal Vell No. 2,
located 990 feet ifirca the North line and
330 feet from the West:t line of Section 21;
J. J. Travis Xenwood Federal Well No. 3, ‘
located 2310 feet from the North llne and
1650 feet from the West line cf Section 21;

J. J. Travis Xechane Taderal
located 2210 feet from the Sou
1650 feet from the Viest line

Mark Production Co. Texaco Federal VWell No. 1,
located 990 feet frow the Scutn line and
330 feet from the West line of Section 21;

J. J. Travis Xechsa:
located 300 feet £z
@

1980 feet from ta

{2) That the subject weterilcod project is hereby designated
the North Shugart Queen Tnit VWateriiood 2Project and shall be
governed by the provisions of Rules 701, 702, and 703 of the Com-
mission Rules and Regulaticas;

PROVIDED ROVEVER he Secretary-Director oi the Com-
nmission may approve such additlonal injection wells at orthodox
and unorthodox iocaticna 1thin said waterfliood project area
as may be necessary to e an efficient injection pattern;
provided saild wells are ar d no closer than 330 feet to the
outer boundary of the North ugart Queen Unit noxr closer than
10 feet to any quarter- saction or subdéivision inner
boundary, and providad ; thet the application therefor
has been filed in zccox it Rule 701 B of the Commission
Rules and Regulations, and provided further, that a copy of the
application has beex sent to a1l cifset operators, if any there
be; and no such operator has odblected within 15 days. The show-
ing of well response as refuired by Ruia 701 2-5 shell not be
necessary beiore obtaining aduinistrative approval for the
conversion of additionzl wells to water injection.

(3} That nonthly progress reports of the waterflood project

Y, k)

herein authorized shall be suomitted to the Commission in accor-
dance with Rules 704 and 1120 of the Comaission Rules and Regula-
tions.
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CASE No. 4243
Oxrdcer No. R-3C

(4) That jurisdiction of this cause is retained for the
entry of such further orders as the Commission may deem neces-—
sary.

DONE at Santa Fe, New Mexico, on the day and year hereinabove
designated.

TATE OF NEW MEXICO
IL CONSERVATION CCMMISSION

DAVID F. CARGO, Chairman
ALEX J. ARMIJO, Member

A. L. PORTER, Jr., Member & Secretary

S EALL

esr/



BZFORE TEZ OIL COUISZRVATION COXIMISSION

OF Toi SRADE OF NEW MIEXICO

IN TE38 MATTER OF TEE HERRING
CALLED BY TEZ OIL CONSIRVATIC
COMMISETIOL CF NI MEXICO FOX
T3 PURRPOSZ OF COXNSIDIERING:

CaSE KRo. 424
Order No. R-3870
APPLICLZICON CF J. J. TRAVIS
FOR AP2ROVAL OF THE HOXRTH
SHUCGART QUZEEN UXNIT AGREINMIIY,
EDDY COUXTY, NEW c:XT C.
OZ03ZR CR a JOUMISITION
BY T=ZE COMMISSICH:
This cause came on fZcr hezring at § a.m. on November 5, 18469,
at Santa Fe, New Mexico, before ZExsniner ZElvis A, Utz.

NC7, on this__ :0th dav of November, ~S$69, the Commission, a
guorum being present, naving considered the testimony, the record,
and the reccummendatioas of the Ixaminer, and being fully advised
i

been given as required by
is cause and the subject

(2) That the applicant, J. C. Travis, secks approval of the
North Shugart Queen Unit Agreement covering 520 acres, more or less,
of FPederal lands described .as folilows:

EDDY CCUNrYy, NI MZXICO
TCHNSHIP 18 8CUTEZ, RAENEGE 31 BRAE?D, NP
Section 20: Z=/2 =/2
Section 21: VW/2
Section 28: INW/4 XW/4

(3) That apyroval of the proposeld unit agreement should
promote the prevention of waste and the protection of correlative

rights within the unit arcz.
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Mexico, on the day and year hereinabove

STATE OF NEW MEXICO
OIiL

CONSERVATION COMMISSION

¥

CARGO, Chairman

ALEX J., ARMIJO, Member

bt

A, L.

esr/

PORTER, Jr., Member & Secretaiy



