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. . RECE1vE
United States Department of the Interior ngﬁi‘,};{gd"{)
GEOLOGICAL SURVEY )
Denver Federal Center MAY 15 r
Denver, Colorado 80225 ]973
IN REPLY REFER TO: L EXXON
F‘ oy 13 ?975 l,and Section

| BEFORE EXAMINER STAMETS |
| OIL CONSERVATION COMMISSION |

Exxon Company, U.S5.A. : (1 o EXMIRIT MG -,
Attention: Mr. Marvin L. Wigley ! i£>-“* pets N S
CAS

P. 0. Box 1600 NO. ANT76

Midland, Texas 79701 R & T
( oubmitted by, Sv e € ol

Gentlemen: l Hearing Date ’L"Lr_‘p 5/ W '\;'I

Your application of April 14, 1975, filed with the 0il and Gas Supervisor,
Roswell, New Mexico, requests the designation of the Laguna Grande unit
area embracing 7,680 acres, more or less, Eddy County, New Mexico, as
logically subject to exploration and development under the unitization pro-
visions of the Mineral lLeasing Act, as amended.

Pursuant to unit plan regulations 30 CFR 226 the land requested as outlined
on your plat marked "Exhibit A, Laguna Grande Unit Area, Eddy County, New
Mexico," is hereby designated as a logical unit area.

The unit agreement submitted for the area designated should provide for a
well to test all formations of Pennsylvanian Age or to a depth of 14,000
feet. The Form of Agreement for Unproved Areas (1968 reprint) should be
used with the following modifications:

1. Add the following new section:

"PROTECTION OF POTASH DEPOSITS. No wells will be drilled for

oil or gas at a location on Federal lands which in the opinion of the
Supervisor or at a loecation on State lands which in the opinion of
the Commissioner would result in undue waste of potash deposits

or counstitute a hazard to or unduly interfere with mining operations
being conducted for the extraction of potash deposits.

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

Well records and survey plats that an oil and gas lessee of
Federal lands must file pursuant to applicable operating




regulations (30 CFR Part 221) shall be available for inspection

at the Office of the Supervisor to any party holding a potash
permit or lease on the Federal land on which the well is situated
insofar as such records are pertinent to the mining and protection
of potash deposits,"

2. Add the words '"as amended" after "(30 F.R. 12319)" in Section 26,
Nondiscrimination. '

3. The inclusion of the appropriate language for State and fee lands.

If conditions are such that further modification of said standard form is
deemed necessary, three copies of the proposed modifications with
appropriate justification must be submitted to this office through the 0il
and Gas Supervisor for preliminary approval.

In the absence of any other type of land requiring special provisions or of
any objections not now apparent, a duly executed agreement identical with
said form, modified as outlined above, will be approved if submitted in
approvable status within a reasonable period of time2. However, notice is
hereby given that the right is reserved to deny approval of any executed
agreement submitted which, in our opinion, does not have the full commit-

ment of sufficient lands to afford effective control of operations in the unit
area.

When the executed agreement is transmitted to the Supervisor for approval
include the latest status of all acreage. In preparation of Exhibits "A"
and "B", follow closely the format of the sample exhibits attached to the
1968 reprint of the aforementioned form,

Inasmuch as this unit agreement involves State land, we are sending a copy
of the letter to the Commissioner of Public Lands in Santa Fe. Please
contact the State of New Mexico before soliciting joinders regardless of
prior contacts or clearances from the State.

Sincerely yours,

s
: ~ SS
"/\/{ RIS // ) //t Tl
—"  Regional. Conservation Manager

For the Director



TELE PHONE

505-~827-2748
Commiss{oner of PuUic Lands
PHIL R. LUCERO May 23, 1975 P. O. BOX 1148
COMMISSIONER . SANTA FE, NEW MEXICO 87501

Exxon Company
P, 0. Box 1600
Midland, Texas 79701

Re: Proposed~ Laguna Grande Unit
Eddy County, New Mexico
ATTENTION: Mr, Marvin L, Wigley

Gentlemen:

In reply to your letter of April 14, 1975, in connection with
the subject unit, we have no objection to the unit area as described
in your letter.,

Approval of the proposed unit will be conditioned on receipt of
a unit agreement which will meet all requirements of the Commissioner

of Public Lands and the United States Geological Survey.

Very truly yours,

PHII. R. LUCERQ

COMMISS;SNER OF PUBLIC LANDS

RAY D. GRAnAM Dlrector
0il and Gas D1v131on

PRL/RDG/s
' RECEIVE D
1’ BEFORE EXAMINER STAMETS | MIDLAND
OIL CONSERVATION COMMIZSION
CUMA . exriBT N0 way 27 1975
CASENO. SN/ 9 EXKON
Submitied by éinX A <R€“4p Land Section

Hearing Date A)(/L\\/ 3 /’) Al
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LAGUNA GRANDE UNIT AREA
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UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION
| OF THE
LAGUNA GRANDE UNIT AREA
COUNTY OF EDDY
_STATE OF NEi MEXICO

NO. ’ ' -

THIS AGREEMENT entered into as of the zéth"day of August,
1975, by and between the parties subscribing, rati%ying or con-
senting hereto, and hercin referred to as the "parties hereto”.

WITNESSETH |

QHEREAS, the parties hereto are the owners of working,
royalty, or other oil and gas interests in the unit area subject
to this agreement; and .

WHEREAS, the Mineral Lcasing’Act of February 25, 1920, 41
Stat. 437, as amended, 3C U.S.C. Secs. 18l et seq., authorizes
Federal lessees and their representatives to urite with each other
or jointly or separately with others, in collectively adopting
and operating a cooperative or unit plan of development or opera-
tion of any 6i1 or gas pool, field, or like ar=a, or any part

thereof for the.purpcse of more properly conse:ving the natural

resources thereof whenever determined and certified by the Secretary

of the Interior to be necessary or advisable in the publiic interest;

and

WHEREAS, the Cbmmissioner of Public Lands of the State of

New Mexico is authorized by an Act of the Legislature (Sec. 7-11-39

-

' ) D
N.M. Statutes 1953 Annotated) to consent to or approve this agree-
ment on behalf of the State of New Mexico, lnsofar as it covers

and includes lands and mineral interests of the State of New

-

v

Mexico; and ' L= :
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WHEREAS, the 0Oil Conservatioh Commission of the State of
New Mexico is authorized by an Act of the Legislature (Article 3,
Chapter 65, Vol. 9, Part 2, 1953 Statutes) to approve this agree-

Te

ment and the conserﬁation,provisions hereof; and .

WHEREAS, the parties hereto hold sufficient.interests in
the Laguna Grande Unit Area covering the land hercinafter described
to give reasoconably efiective control of overations thefein; and

WHEREAS, it is thé purpose of the-parties'heréto to conserve
natural resources, prevént waste, and secure other benefits obtain-
able through development and operation of the area subject to this
agreement under the terms, conditions and limitations herein set
forth;

NOW THEREFORE, in consideration of thé premises and the pro-
mises herein contained, thé parties hereto commit -to this agreecment
their respective interests in the below-defined unit area, and
agree severally.among themselves as follows:

1. ENABLING ACT AND REGULATICONS. The Mineral Lease Act
of February 25, 1920, as amended, supra, and all valid pertinent
rgguiations, including'operatiﬁg and unit plan fegulations, hercto-
fore issued thereunder or valid, pértinent anévreasonable regula-
tions hereafter issued thercunder are accepted and madzs a part of
this agreement as to Federal lands, provided such regulations are
not inconsistent with the terms of this agreement; and as to non-

Federal lands, the oil and gas operating regulations in effect as

of .the effective date: hereof governing drilling and producing

. operations, not ingonsistent with the terms hereof or the laws

of the State of whicn the ﬁon-Fede:al land is located, are hereby
accepted and made a part of this agreement.
2. UNIT AREA. The area specified on the map attached hereto

-

marked Exhibit "A" is hereby designated and recognized as’
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constituting the unit'area, gpntaining 7,680 acres, more or
leSS;

Exhigit "AM shoﬁs, in.addition to the boundary of the unit
area, the boundaries and iden%ity of tracts and leases in said
area to ﬁhe‘extent knoyn to the Unit Operator. Exhibit "B"
attached hereto is a schedule showing, to the extent known to
the Unit Operator, the acreage, percentage, and kind of‘ownership
of 0il and gas interests in all land in the unit area. However,
nothing herein or in saiq 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
sald map or schedule as owned by such party. Exhibits "A" and
"B" shall be revised by the Unit Operator whenever changes in
the unit area render such reQision necessary, or when requested

by the 0il and Gas Supcrvisor, hereinafter referred to as "Super-

visor", or when requested by the Commissicner cof Public Lands of

the State of New Mexicc, hereinafter referred to as "Commissioner",

and notvless than .five copies of the revised exhibits shall be
filed with tﬁe Superviso:x, and two copies thereof shall be filed
with the Commissiéner, and one copy-with the New Mexico Oil Con-
servationTCommission, hereinafter referred to as "Commission".
The above-descrikzad unit area shall when practicable be

expanded to include therein any additional lands or shall be

contracted to exclude lands whenever such expansion or contraction
is deemed to be necessary or advisable to conform with the purposes

of this agreement. Such expansion or contraction shall be effected

S
in the following mannaxr:

(a) Unit Operator, on its own motion cr on demand of the
Director of the Geological Survey, hzreinafter referred to as

"Director", or con demand of the Comgiissioner, after preliminary
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NS

Ll

concurrence by the Director and the Commissioner, shall éreparé

a notice of propcsed'expansion or contraction describing the
cbntemplated changes in the baundaries of the unit area, the
rcasons therefor, and the proposed effective date thereof, pre-
ferably the first day of a month subsequent to thevdate of notice.

(b) Said notice shall be delivered to the Supervisor, the

" Cconmissioner and the Commission and copies thereof mailed to the

last known address of each:working interest owner, ieSsee, and

lessor whose interests are éffected, advising that 30 days will

be allowed for submission to the Unit Operator of any objections.
(¢) Upon expiration of the 30-day period.providcd in the

preceding item (b) hereof, Unit Operator shall file with the

Supervisor, the Commissioner and the Commission evidence of mailing

of the notice of expansion or contraction and a copy of any objec-—

tions thereto which have been filed with the Unit Operator, together-

with an application in sufficient number, for appréval of such
expansion or contraction an? with appropriate joinders.

(d) After due corisideration of all pertinent informa?ion,
the expansion or contraction shall, upon approval by the Super~
visor, the Commissioner and the Commission, become effective as

of the date prescribed in the notice thereof.

(e) All legal subdivisions of land (i.e., 40 acres by Govern-

ment survey or its nearest lot or tract equivalent; in instances

of irregular surveyé'unusually large lots-or tracts shall be con-

sidered in multiples of 40 acres or the nearest aliquot equivalent
thereof) , no parts @f which are entitled to be in a participating

area on or before the fifth aﬁnivexsary of the effective date of

the first initial participating area established under this unit

-

agreement, shall be eliminated .automatically from this agreement,

effective as of said fifth anniversary, and such lands shall no
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1Qnger be é part of the unit area and shall no longer be subject
to this agreenment, unless diligent drilling operations are in
progress on unitized lands not entitled to participation on said
fifth anniversary, in which ‘event all such laﬁds'shall remain
subject hereto so long as such drilling operations are continued
ailigently with not ﬁoré than 90 days' time élapsing between the
completion of one such well and the commencement of the next such
well. All legal subdivisions of lands not entitled to be in a

participating area within 10 years after the effective date of the

first initial participating area approved under this agreement shall

-

be automatically eliminated from this agreement as of said tenth
anniversary. All lands proved productive by diligent- drilling
operations after the aforesaid 5-year period shall become partici-
pating in the same manner as during said 5-year period. However,
when such diligent drilling operations cease, all nonparticipating
lands .shall be automatically eliminated effective as of the 91st
day thereafter. The Unit Operator shall, within 90 days after the
effective date of any élimination hereunder, describe the arca so
eliminated to the satisfaction of £he Supervisor and the Commis-
sioner, and promptly notify all parties in interest.

If conditions warrant extension of the 10-year period speci-

fied in this subsection 2(e), & single extension of not to exceed

2 years may be accomplished by consent of the owners of 90% of the

- working interests in the current nonparticibating unitized lands
‘and the owners of 60% of the basic royalty interests {exclusive

of the basic royalty interests of the United States) in nonpartici-

patirig unitized lards with approval of the Director and Commis-
sioner; provided such extension application is submitted to the

Director and Commissioner nct later than 60 days prior to the

7~ -
- "

expiration of said 10-ycar period. .. -
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Any expansion of the unit area éursuant to this section
which embraces lands theretofore eliminated pursuant to this
subsectioﬁ.2(e) shall not be considered automatic commitnent
or recomnmitment of such land;.

3. UN;[TIZED LAND AND UNITIZED SUBSTANCES. All land committed
to this agreeﬁent sﬁall constitute land referred to herein as
runitized land" or "land subject ﬁo this agreement". All oil‘and
gas in any and all formations of the uﬁitized land ‘are unitized
under the terms of this'agreement and herein aie called "unitized
substéﬁces".

4. UNIT OPERATOR. Exxon Corporatiocn is hereby designated
as ﬁnit Operator and by signature hereto as Unit Operator agrees
and consents to accept the duties and obligaﬁions of Unit Operator
for the discovery, development, and production of unitized sub-
stances as herein provided. Whenever referenée is made herein
to the Unit Operator, such reference means the Unit Operator acting
in that capacity and nct as an owner of interest in unitized sub—
stances, and the term "wofking interest owner" when used herein
shallvinclude or refer to Unit Operator as the owner of a woxrking
interest Qhen such an interest is owned by it. _

5. I.(ESIGNATION CR REMOVAL OF UNIT OPERATOR. Unit Orerator
shall have the right to resign at any time prior to the establish-
ment of a participatirg area or areas hereunder, but such resigna-
tioﬁ shall not become effecﬁive so as to release Unit Operator from

the duties and obligations of Unit Operator and terminate Unit

Operator's rights as such for a period of 6 months after notice of

* h S
intention to resign has been sexrved by Unit Operator on all

working interest owners and the Supervisor, the Commissioner
and the Commission, and until all wells then drilled herecunder

. - . -~ N, - »
are placed in a satisfactory condition.for suspension or abandon-
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ment whiche&er is required by the Supervisor as to Federal lands
and by the Comnission as to State and privately owned lands, |
unless a new Unit Operator shall have been selected and approved
and shall have taken over and assumed the duties and obligations
of Unit Operator prior to the»expifation of said period.

Unit Operator shall have fhe right to resign in like manner
and subject to like limitations as above provided at any time a
participating area established hereunder is in.existence, but,
in all instances of resigﬁation or removal, until a sﬁccessor
Unit Operator is selected and approved as hereinafter provided,
the working interest owners shall be jointly responsible for
performance of the duties of Unit Operator} and shall, not later
than 30 days before such resignation or removal becomes effective,
appoint a common agent to represent themvin any action to be taken
hereunder.

The resigﬂation of Unit Operator shall not release Unit Opera-
tor from any liability for any default by it hereunder occurrxing
prior to the effective date of its resignation.

The Unit Operator may, upon default qr'failure in the per-
formance of its duties or obligations hereunder, be subjéct to
remnoval by the éame percentage voté of the owners of working
interests.as hefein provided for the selection of a new Unit
Operator. .Such removal shall be effective upon notice thereof
to the Supervisor and the Commiésionef.. -

The resignatioﬁ or.removal of Unit Operator.under'this agree-—
ment shall not terMinate its rights, title or interest as the owner
of a working interes® or other interest in unitized substances,
but upon the resigna“ion or rémoval of Unit Operator becoming
effective, such Unit Operator shall deiiver possession of all

wells, equipment, materials and appurtenances used in conducting

N+
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the unit operations to the new duly gualified successor Unit
Operator or to the common agent, if no such new Unit Operator
is elected, to be used for the purpose of conducting unit opera-

tions hereunder. Nothing herein shall be construed as authorizing

removal of any material,  equipment and appurtenances needed for

the preservation of aﬁy‘wells.

6. SUCCESSOR UNIT OPERATOR. Whenever the Unit Operator
shall tender his or its resignation as Unit Operator or shall be
removed as hereinabéve>provided, or a cﬂange 6f Unit Operator is
negotiated by working interest owners, the owners of the working
interests in the participating area o; areas according to their
respective acreage interests in such participating arca or areas,
or, until a participating area shall have been established, the
owners of the working interests according to their respective
acreage interests in all Qnitized land, shall by majority vote
select a successoxr Unit Operator: Provided, That, if a majorityv
but less than 75 per cent of the working interests qualified to
vote are owned by one parﬁy to this agrecment, a concurring vote

of one or more additicnal working interest owners shall be required

" to select a new operator. Such selection shall not become effec—

tive until

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

(b) the selecpion shall have been apprbved by the Supervisor
and the Commissioner;

If no successof Jnit Operator is selected‘and‘qualified as
herein provided, the Director and Commissioner at their election
may declare this unit agfeément tefminateq.

7. AZCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT. If

the Unit Operator is not the sole owrer.of working interest, costs

-8-
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tions hereunder shall be paid and apportioned among and borne by the

" and expenses incurred by Unit Operator in conducting unit opera-

owners of working interests, all in accordance with the agreement

or agreements entered into by and between the Unit Operator and

the owners of working interests, whether one or more, separately

or collectively. Any agreement or agreements entered into between

" the working interest owners and the Unit Operator as provided

in this section, whether one or more, are herein referred to as

the "unit operating agreement"”

.

Such unit operating agreement

shall also provide the manner in which the working -interest

owners shall be entitled to receive their respective proportionate

and allocated share of the benefits accruing hereto in conformity

with their underlying operating agreements, leases, or other-

independent contracts, and such other rights-and obligations as

between Unit Operator and the working interest owners as may be

agreed upon by Unit Operator and the working interest owners; how-

ever, no such unit operating agreement 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 unit agreemant, and in case of any inconsistency or

conflict between this unit agreement and the unit operating agree-

ment, this unit agreerent shall govern. Three true copies of any

unit operating agreemant executed pursuant te this section should

be filed with the Suparvisor and one true copy with the Commissioner

and one true copy with the Commission, prior to approval of this

unit dgreement. S

8. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Except as

otherwise specifically provided herein, the exclusive xight,

privilege, and duty of exercising any and all rights of the

parties hereto which are neces

Saxr

s -

y or convenient for prospecting
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for producing, storing, allocating, and distributing the unitized 1

substances are hereby delegated to and shall be exercised by the 2
Unit Operator as herein provided. Acceptable evidence of title 3
to said rights shall be deposited with said Unit Operator and, 4

together with this agreement, shall constitute and define the rights,5

privileges, and obligations of Unit Operator. Nothing herein, 6
however, shall be construed to transfer title to any land or to 7
any lease or operating agreement, it being understood that under 8

this agreement the Unit bperator, in its capacity as Unit Operatoxr, 9
éhall exercise»the riéhts of possession and use vesﬁed in the 10
parties hereto only for the purpcses herein specified. T 1
9, DRILLING TO DISCOVERY. Within € months aftex the effective 12
date hereof, the Unit Operator shall begin té driil an adequate 13
test well at a lbcation approved by the Super&isor; if on Federal 14
land, or by the Commissioner if on State land, or by the Commission‘ 15
if on fee land, unless on such effective date a well is being 16
drilled conformably with ﬁhé terms hereof, and thereafter continue 17

Morrow formation hés been 18

such drilling diligently until the
tested or until at a leséer depth upitized substances shall be dis- 19
covered which can be produced in paying quantities (to-wit: quanti~ 20
ties sufficient to repay the costs of diilling, completing, and 21
producing operations, with a reasonable profit) or the Unit Operator 22
shall at any time establish‘to the saéisfaction of the Supervisoxr 23
if located on Federal lands, or the Cormmissioner 1f loéated on 24
State lands, or thg Commission if located on fee lands, that further 25
drilling of said wgll would be unwarranted or impracticable, pro- 26
vided,'hoﬁéver, that Unit Overator shéll not in any event be required2?
to drill.said well to a depth in excess of lé,gég feet. Until the ?8
discovery of a deposit of unitized gugéténces capable of being .29
produced in paying quantities, the Unit Operator shall continue ~ 30

~10-
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drilling one well at a time, allowing not more than 6 months be-
tween the completion of one well and the beginning of the next
well, until a well capable of producing unitized substances in
paying guantities i; completed to the satisfacﬁipﬁ of said Super-
visorvif on Federal land,.or the Commissioner if on State land,

or the Commission if on fee land, or until it is reasonably proved

that the unitized land is incapable of producing unitized substances

in paying gquantities in the formations drilled hereunder. Nothing
in this section shall be deemed to limit the right of the Unit

Operator to resign as provided in Section 5 hereof, or as requiring

»

Unit Operator to commence or continue any dArilling during the period

pending such resignation becoming effective in order to comply with
the requirements of this section. The Supervisor and Commissioner
may modify the drilling requirements of this section by granting
reasonable extensions of time when, in their 6pinion, such action
is warranted. Upon fallure to commence any well provided for in
this section within the time allowed; including any extension of
time granted by the Super&isor and Commissioner, this agreement
will automatically terninate; upon failure to continue drilling
diligently any well commenced hereunder, the Superviéor and Corn-—
missijoner may, after 15 days notice to the Unif Operator, declare
this uvnit agreement terminated.

10. 1'3LAN OF FURTHER DEVELOPMENT AND OPERATION. Within 6

months after completion of a well capable of.producing unitized

substances in payiﬁg quantities, the Unit Operator shall submit
for.the approval of‘the Supervisor and the Commissioner an
accepéable plan of éevelopment and operation-for the un;tized

land which, when approved by the Supervisor and the Commissioner,
shall constitute the further drilling and operating obligations

of the Unit Operator under this agreement for the éeriod specificd

-
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therein. Thereafter, from time to time before the expiration of

any existing plan, the Unit Operator shall submit for the épproval

specified périod for the development and operatiqn of the unitized
land.

Any plan submitted pursuant to tﬁis section shall provide for
the exploration of the unitized area and for the diligent drilling
necessary for determimation of the area or areas thereof capable

of producing unitized substances in paying quantities in each and

every productive formaticn and shall be as complete and adequate

as the Supervisor, the Commissioner and Commission may determine
to be necessary for timely development and proper conservation of
the o0il and gas resources of the unitized area and shall:

(a) specify the number and locations of any'wells

to be drilled and the proposed order and time for

such drilling; and

(b) to the extent practicable, specify the operating

‘practices regarded as necessafy and advisable for .

propexr conscrvation of nétural_resources._
Separate plans méy be submitted for separate productive zones,
subject £o the approval of the Supervisor, the Commissione£ and
the Commission. |

Plans shall be rodified or supplemented when necessary to
meet changed conditicns or to protectlthe interests of all parties

to-this agreement., - Zeasonable diligence shall be exercisod in

- complying with the(obligations of the approved plan of development.

The Supervisor and Commissioner are authorized to grant a reason-—
able extension of the 6-month perinl herein prescribed for sub-
mission of an irtial plan of development where such action is

- -

I . . ]
justified because of unusual conditions or circumstances. After
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completiéﬁ hereunder of a well capable of producigg any unitized
substances in paying guantities, no further wells, except such as
may be necessary to afford protection against operations-not.under
this agreement and such as ﬁay be specifically approved by the
Supervisor and the Cqmmissioner, shall be drilled except in
accordance with a blan of develcpment approved as hefein provided.
11. PARTICIPATION AFTER DISCOVERY. Upon cormpletion of a
well capable of producing unitized substances in paying quantities
or as soon thereafter as required by the Supérvisor and Commis—
sioner, the Unit Operafor shall submit for approval by the Supervi-
sor and Commissioner a schedule, bascd on subdivisions of the public
land survey or aliquot parts thercof, of all land then regarded as
reasonably proved to be productive in payilng quantities; all lands
in said schedule on approval of the Superviéor and Commissioner
to constitute a pafticipating area, effectivé as of the date of
completion of such well or the effective date of this unit agree-
ment, whichever is later. The acreages of both Federal and non-
Federal lands shall be bQSed upon appropriate computations from
the course§ and distences shown on the last approved public land
survey as of the effcctive date of cach initial participating érea.
Said schedule shall als6 set forth the percentage of unitized sub-
stances to be allocaked as herein proﬁided to each tract in the
participaﬁing area éo established, and shall govern the allocation
of production commencing with the effectivé date of the partici~
pating area. A séparéte participating area shall be established for
each separate pool cx deposit of unitized substances or for any
groué thereof whigh is produced as a single pool or zone, and any
two or more participating areas so established may be combined

into one, on approval of the Supervisor and Commissioner. When

production from two or more participating areas, so established,
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is subsequently found to be frcm a common pool or deposit said
participating areas shall be combined into one effecctive as of
such appropriate date as may b2 approved or prescribed by the

-

Supervisor and Commissioner. The participating area or areas
so established shall be révised from time to time, sugject to
like approval, to include additional land then regarded as
reasonably proved to bhe productivé in paying quantities or
nzcessary for unit opegations, or to eﬁclude land then regardead
as reasonably proved noﬁ te be productive in péying quantities
and the schedule of ailocation percentages shall be revised
accordingl&. The effective date of any revision shall be the
first day of the month in which is obtained the knowledge or
information on which such revision is predicated, provided,
however, that a more appropriate effective date may>be used 1if
justified by the Unit Cperator and approved bf the Supervisor
and Commissioner. No land shall be excluded from a particinating
area on account of depletion of the unitizedrsubstances, except
that any participating aréa established under the. provisions of
this unit agreement shall termiﬁate automatically whenever all
completions in the formation on which the participating area is
based are abandoned.

It is the intent of this section that a participating area
shall represent the érea known or reasonably estimated to be pro-
ducfive in paying quantities} but, regardless of any revision
of the participatiﬁg area, nothing herein coﬁtained‘shall bé con-
strﬁed as requiring-any retroactive adjustment for production
obtainéd prior to t;é efﬁecﬁive date of the revision of the
participating area.

In the absence cf agreement at any time between the Unit

Operator and the Supervisor and Commissioner as to the proper
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definitioﬁ or redefiﬁition of a varticipating area, or until a
parﬁicipating area has, or areas have, beén established as pro-
vided herein, the portion of all payments affected thereby shall
be impounded in a manner mutﬁally acceptable to the owners of
working interests agdvthe Supervisor and Commissibner. Royalties

due the United States and the State of New Mexico, which shall

be determined by the 3Jupervisor for Federal land and thé Com-—

missioner for State land and the amount thereqflshall be deposited,

as directed by the Supefyisor and Commissioner respectively, to
be held as unearned money until a participating area is finally
approved and then applied as earned or returned in accordance
with a determination of the sum due as Federal and State reyalty
on the basis of such approved participating area.

Whenever it is determined, subject to the approval of the

Ay

Supervisor as to wells drilled on Federal land and of the Com-

cy

missloner as to wells drilled on State land, that a well drilled

under this agreement 13 not capable of production in paying quanti-

ties and inclusion of the land on which it is situated in a parti-

cipating area is unwarranted, production from such well shall, for
the purposes of settlement among all parties otﬁer than wofking
interest 6wners, be allocated to the land on which the well is.
located unless such land is already within the partiéipating areca

established for the pool or deposit from which such production is

‘obtained. Settlement for working interest benefits from such a

well shall be made as provided in the unit operating agrecment.
12. ALLOCATION OF PRODUCTION, All unitized substances
. X .

produced from each participating area established under this

agreemeht,'except any part thereof used ip conformity with good

operating practices within the unitized area for drilling,

-

Rl
operating, camp and other productiqQn or-development purposes,’
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for repressuring or recycling in accordance with a plan of
deveiopment approved by the Supervisor and Commissioner, or
unavoidably lost, shall be deemed to be produced equally on an
acreage basisAfrom the severai tracts of unitized land of the
participating area established for such productioﬁ and, for the
pﬁrpose of determining any benefits accruing under this agreement,
each such tract of unitized land shall have alloéated to it such
percentage of said prodqction'as the number of,écreé of such tract
included in said participating area bears té the total acres of
uriitized land in said'participating arca, except that allocation
of prcduction hereunder, for purposes other than for séttlement

of the royalty, overriding royalty, or payment out of production
obligations of the respective working interest owners, shall be
on the basis prescribed in the uniﬁ opcrating.agreement whether
in conformity with the basis of allocation herein set forth oxr
otherwise. It is hereby agreed that production of unitized sub-
stances from a participating area shall be allocated as providead
herein regardless of whethe} any wells are drilled on any particulaf
part or tract of said participating area. CIf any gas produced
from one participating area is used for reprcssﬁrinq or recycling
purposes in another perticipating area, the firxst gas withdrawn
froﬁ such last-mentioned participating area for sale during the

life of this agreement shall be considered to be the gas so trans-—

ferred until an amount: équal to that transferred shall be so pro-

duced for sale and such gas shall be allocated to the participating
area from which inisially produced as such area was last defined
at the time of such #inal production.

13.- ﬁEVELOPMEN’l‘ OR OPERATION OF NON-PARTICIPATING LAMND OR

FCRMATIONS. = Any party hereto owning or controlling the working

s

interest 'in any unitized land having théreon a regular well loca-
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tion may with the .approval of ;he Supervisor as to Federal land,
the Commissioner as to State lané and the Comsission as to pri-
vately owned land, at such party's sole risk, cost and expense,
drill a well to test‘any formation for which a participating aréa

has not been established or to test any formation for which a

" participating area has been established if such location is not

within said participating area, unless within 90 days of xeceipt
of notice from said party of his intention to,drill the well the
Unit Operator elects and commences to drill such a Qell in like
mannexr as other wells are»drilled by the Unit Operator under this
agreenent.

If any well drilled as aforesaid by a working interest owner

results in prcductiorn such that the land upon which it is situated

may properly be included in a participatiné area, such participating

arca shall be established or enlarged as provided in this agreecnent

and the well shall thereafter be operated by the Unit Operator in
accordance witﬁ the terms of this agreement and the unit operating
agreement.

If any well drilled as aforesaid bf a working interest owner
obtains production in quantiﬁies insufficient to justify the in-
clusion of the land upon which such well is situated in a partici-
pating area, such well may be operated and produced by the party
drilling the same subjéct to the conservation requirements of
this.agreement. The royalties in amount or value of production
from any such well shall be paid as épecified in the underlying
lease and agreements affected.

.14. ROYALTY SETTLEMENT. The United States and any State
and any royalty ownar who is entitled té take in kind‘a share
of the suﬁstances now unitized her:zunder shall hercafter be

entitled tc the right to take in kiﬂd its share of the unitized

-17~-
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substances, and the Unit Operator, or the working interest owner
in case of the operation of a well by a working interest owﬁer as
herein provided for in special cases, shall make deliveries of
such royalty share taken in kind in conformity with the applicable
coﬁtracts,'laws and .regulations. Seittlement for royalty interest
not taken in kind shall be made by working interest owners respon-
sible therefor undexr existing contracts, laws and regulations, or
by the Unit Operator, on or before the last day of edch month for

unitized substances produced during the preceding calendar month;

provided, however, that nothing herein ccntained shall operate to

relieve the lessees of any land from their respective lease obli-
gations for the payment of any royaltiesvdue under their leases.

If gas obtained from lands not subjeét £o this agreement is
introduced into any parxticipating area hereunder; for use in re-
pressuring, stimulation or production, or increasing ultimate
recovery, in conformity with a plan of operations approved by the
Supexrvisor, the Cémmissioner, and Commission, a like amoﬁn; of gas,
after scttlement as hercin provided for any gas tfansfe;red from
any other participatinq area.and with appropriate deduction for
loss from any cause, may be withdrawn from the.formation in which
the gas is introduced, royalty free as to dry gas, but not ;s to
any prpducts which may be extracted therefrom; provided that such
withdrawal shall be at such time as may be provided in the approved
plan of operations or as may otherwise be consented to by thé
Supervisor, the Commissioner énd Commission as copforming ﬁo good
petroleun engineeriqg practice; and provided further, that such
right of withdrawal‘shall terminate on the termination>of this
unit agreemént. |

Royalty due the United Stafes s@gli,be compuécd as prqvided

r

in the operating regulations ang paid in value or delivered in
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kind es to all unitized sﬁbstances on the basis of the amounts

thereof allocated to unitized Federal land'as-provided herein at

the rate specifiéd in the respective Federal leases, or at such

lower rate or rates as may be authorized by law or regulation;

provided, that for leases on which the royalty rate depends on

the daiiy average production per well, said average production

shall be determined ir accordance with the operating regulations

as though each participating area were a singleucoﬁsolidated lease.
Royalty due on account of State lands shall be computed and

paid on the basis of all unitized substances allocated to such

"lands.

15. RENTAL SETTLLMENT. Rental or minimum royalties duc ©on
leases committed heretc shall be paid by working interest owners
responsible therefor urder existing contracts, léws and regula-
tions, provided that ncthing hereiﬁ contained shall operate to
relieve the lessees of any land from their respective lecasc ckliga-
tions for the payment cf any rental or minimum royalty due under
their léases. Rental or minimum royalty for lands of the United
States subject to this agreement shall be paid at the‘rate specified
in the respective leases from the United States unless such rental
or minimuﬁ royalty is waived, suspended or reduced by law oxr by. '
approval of the Secretary or his duly éuthorized representative.

Rentals on State of New Mexico lands subject to this agree-
ment shall be paid .at the rétes speciéied_in the respective leases.

With respect to any lease on non-Federal land containing pxo-

visions which would terminate such lease unless drilling operations
. J

'~ are commenced upon.the land covered thereby within the time

therein specified or rentals are paid for the privilege of
deferring such drilling operations, the rentals required thereby

shall, notwithstanding any other prgﬁisions of this agreenment,
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be deemed.to accrue and become ravable during the term thereof

as extended by this agreement and until the required drilling
operations are commgncéd upon the land covéred théreby or until
some portion of such land is included within a partiéipating area.

16. CONSERVATION.' Operations hereunder and productioﬁ of
unitized éubstances shall be conducted to provide for the most
econonical and efficiesnt recovery of said substances without waste,
as defined by or pursuant to State or Federal.laws or regulations.

17. DRAINAGE. The Unit Operator shall take such measures
as the Supervisor and Commissioner deem appropriate and adeguate
to prevent drainage of unitized substances from unitized land by
wells on land not subjoct to this agreemént.

18. LEASES AND CONTRACTS CONFORMED ]\N[5 EXTEI\}DED . The terms,
conditions and provisions.of all leases, subléase§~and other con-
tracts relating to exploration, drilling, development or operatiouns
for cil or gas on lands committed to this agreement arc hereby
exprcssly modifiea and aménded to the extent necessary to make
the same conform to thé provisibns hereof; but otherwise to remain
in full forxce and effect; and the garties hereto heéeby consent
that the Secretary as to Federal leases and the Commissioner as

to State leases shall and each by his approval hereof, or by the

approval hereof by their duly authorized representatives, do hereby

establish, alter, chaage or revoke the drilling, producing, rental

minimum royalty and royalty requirements of Federal and State

leases committed here:o and the regulations in respect thereto
to conform said reqﬁirements to the provisions of this agreement,
and, without limiting the generality of the foregcing, all leases,

subleases, and contracts are particularly modified in accordance

7~ -
Pt

with the following: : N

(a) The development and operation of lands subject to this

-20-~

N

10
11

12

22
23
24
25

26

28

29

30



10
11
lé
13
14

15

16

17
18
19
20
21
22
23

24

26
27
28
29

30

agreement under the terms hereoi shall be deemed full per-—

forrance of all obligations for development and operation

with respect to each and every separately owned tract subject

to this agreement, regarxdless of whethef there is any deve-
lopmeﬁt oanny'particular tract of the unit area.

(b) Drilling and préducing operations performed hercunder
upon any tract of unitized land ﬁill be accepted and deemed

to be performed upon and for the benefit of each and every

~tract of unitized land, and no lease shall be decmed to

expire by reason of failure to drill or prcduce wells situated

on the land therein embraced.

(c) Suspension of drilling or producing operations on all
unitized lands pursuant to direction or consent of the
Secretary and Cormissioner or their duly authorized repre-
sentatives shall be decemed to constitute such suspension

pursuant tc such direction or consent as to each and every

tract of unitized land. A suspension of drilling or producing

operations iimited to specified lands shall be applicable
only to such lands,

(d) - Each lease, sﬁblease or.;ontraét relating to the.ex-~
plofation, drilling, development or operation.for oil ox
gas of lands other than those of the United Statés or State
of Néw Mexico comnmitted tobthislagreement, which, by its

terms might expire prior to the termination of this agree-

ment, is hereby extended beyond any such term so provided

‘therein so thdt it shall be continued in full force and

effect for and during the term of this agreement.
(e) Any Federal lease for-a fixed. term of twenty (20)
yeafs or any renewal thereof or. any part of such lcase

L

which 1is made'subject'to this agreement shall continue

-21-
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in fbrée beyond the term provided therein until the ter-—
mination hereof. Any other Federal lease cormmitted hereto
shall continue in force beyond the term so provided gher;in
or by law as to the land committed so long as such lease
remains subject hereto, provided that production is had

in paying quanéities under this unit agreement prior to

the expiration dzte of the term of such lease, or in the
event actual drilling operations are commenced on unitized
lands, in accordance with the provisions of tﬁis agreement,
prior to the end of the primary term of such lease and are
beinyg diligently'prosecuted at that time, suchvleése shall
be extended for two years and so long thereafter as oil or
gas is produced in paying quantities in accordance with the
provisions of the Mineral Leasing Act Révision of 19€0.

(£) Each Subléase or contract relating éo the operation
and development of unitized substances from lands of the
United States committed to this agreement, which by its
tefms would expire pfibr to the time at which the underlving
lease, as extended by the immediately preceding éaragraph,
will expire, is hareby extended beyond any such term so
provided therein so that it shall be continued in full
force and effect for and during the term of the underlying
lecase as such term is herein extended.

(g) Any lease/embraciné lands of the State of New Mexico

which is made subject to this agreement, shall continue

in force beyond the term provided therein as to the lands

. N
cormitted hereto until the termination herecof, subject
to the provisions of subsection (é) of Section 2 and

subsection (i) of this Section 18.

(h) The segregation of any Fedgialflease committed to

—22-
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0

‘1

this agréement is governed b? the followiné provisions in
the fourth paragraph of Sec. 17(j) of the Mineral Leasing
Act, as anended by the Act of September 2, 1960 (74 stat.
781-784) : "Aﬁy (Federal) lease heretoforé or hereafter
committed tQ any such (unit) plan embrading.lands that

are in parf 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 comﬁitted as

of the effective date of unitization:. Provided, however,

That any such lease as to the norfunitized porticn 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 oll or gas is producea in paying
guantities.”

(i) Any lease embracing lands of the State of New Mexico
having only-a portion of its lands éommitted hereto, shall
be segregated as to the pértion committed and the portion
not committed, and the provisions of such lease shall apply
separately to such segregated portions commencing és of the
effective date hereof; providéd,.hawever, notwithstanding

any of the provisions of this agreement to the contrary any

lease .embracing lands of the State of New Mexico having only

a portion of its lands committed hereto shall continue in
full force and'éifecﬁ beyond the. term provided therein as

to all lands embraced in such lease, if oil or gas is dis-

covered and isicapable of being produced in paying quantities

from some part cfE the lands embraced in such lease at

the expiration of the seccondary term of such lease; or

. 1f, at the expiration of the secondary term, the lessece
. -

or Unit Operator is then engag2d in bona fide drilling

-23~
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or rewbrking operations on some vart of the lands embraced

in sgqh lease, the same, as to all lands embraced theréin,

shall remain in full fo:;e and effect so loné as such opera-
tions are being diligently prosecuted, and if they result

in the production of o0il or gas, said lease shall continue

in full force and effect as to all of the lands embraced

therein, so long thereafter as oil or gas in paying quantities
is being produced ‘from any portion of said”lanasl

(3) Any lease, other than a Federal lease, having only a

portion of its lands cémmittcd hereto shall be segregated

as to the portion committed and the portiﬁn not committed,

~and the provisions of such lease shall apply separately to
such segregated portions commencing as of the effective date
hercof. In the event any such lease provides for a lump sun
rental paynent, such payment shall be prorated between the
portions 5¢ segregated in proportion to the acreage of the
respective tracts.

19. COVENANTS RUN WITH LAND. .The covenants herein shall be
construed to be covenants running with the land with respect to
the interest of tﬁe perties hereto “and thelr successors in interest
until thié agreenent bterminates, and any grant, tranéfer, or con-
Véyan¢e of interest in land or leases subject hereto shall be and

hereby is conditioneé upon the assumption of all privileges and

obligations hereundér by the grantee,'transferee or other successor

in ‘interest. No assignment or transfer of any working interest,

- royalty, or other 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, photostatic, or
certified copy of the instrument of transfer.

P

20. EFFECTIVE DAT:Z AND TERM. - This agreement shall becohe
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effective upon approval by the Secretary and Commissioner, or 1

17
18
19

20

sioner; notice of any such approval to be given by the Unit

-25-

their duly authorizéd representatives and shall terminate five 2
(5) years from said effective date unless: 3
(a) such date of expiration.is extended by the Director 4

and Commissionér, or 5

(b) it is reasonably determihed prior to the expiration of 6

the fixed term or.any extensipn thefeof‘that the unitized 7

land is incapable of production of unitiéed sﬁbstances in 8
paying quantities in the formations tested hercunder and 9
after notice of intention to terminate the agreement on 10
such ground is given by the Unit Operétor to all parties ‘in 11
interest at their last known addresses, the agrcement is 12
terminated with the approval of the Supérvisor and the 13
Commissiongr, 6r | 14
(c) a valuable discovery of unitized substances has been 1s

made or accepted on unitized land during said initial term 16
or.any extension therebf, in which event the agreement shall 17
remain in effect for such term and so iong as unitized sub- 18
stances can be produced in quantities sufficient to pay for 19

the cost of produciﬁg same from wells 6n unitized land within 20
any participating area established hereunder and, should 21
production cease; so long thereafter as diligent operations 22

are in progress. for thé reétoration of production or discovery 23

of new productibn and. so long thercafter as unitized sub- 24
stances so disccvered can be produced as aforesaid, or 25

‘(ﬁ) it is ter;inated as heretofore provided in this agrecment. 26
This agreement may.be terminated at any time by not less ﬁhan 27
75 per'cenﬁum, on an acrveage basis, of the working interest ownersr .28
signatory hereto, with the approval‘éf the Supervisof and Comnmis- 29
‘ 30
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15

Operator to.all parties hereto.

21. RATE OF PROSPECTING, DEVELOPRMENT AND PRODUCTION. The
Director is hereby vested with authority to alter or modify from
time to time in his.discretion the quantity and rate or procduction
under this agreement when.such guantity and raté is not fixed
pursuant to Federal or Sﬁate la& or does not éonférm to any state-—
wide voluﬁtary cénservation or allocatioﬁ program, which is esta-
blished, recognized and generally adhered to by the mgjority of
operators in such State, such authority being hereby limited to
alteration of 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 modification. Without regard to
the foregoiny, the Director is also hereby vested with authorxity
to alter or modify from time to time in his discretion the rate
of prospecting and development and the quantity and rate of pro-
ductl:ion unde£ this agreement when such alteration or modification

is in the interest of attaining the conservation objectives stated

in this agreement and is not in violation of any applicable Federal

oxr State law; provided,.furthér} that no such alteration or modi-
fication shall be effective as to any land of the State of New
Mexico, as to the rate of'prospecting and developing in the absence
of the spécific written approval thereof by the Commissioner and
as to any lands of the State of New Mexico or privately owned’lands
subject to this agreenent as to the quantity "and rate or production
in the absence of épe:ific written approval thereof by the Com-
mission. | -

Powers in this“section vested in the Director shall only be
exercised after notice té Unit Operator and opportunity for hearing

0 be held not less thar 15 days from notice.

22. CONFLICT OF SUPERVISION. Neither the Unit Operator nor

=
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“and about any matters or things concerning which it is required

the working interest owners nor any of them shall be subject to
any forfeiture, terminatioﬂ or expiration of any rights hereunder
or under any leasés or contracts subject hereto,; or to any penalty
or liability on accouﬁt of delay or failure in whole or in part

to comply with any applicable provision thereof to the extent that
the Unit Operator, worklng 1nterest owners or any of them are hin-
dexed, delayed or prevented from complying therewith by reason of
failure of the Unit Operator to obtain in the exercise of due
diligence, the concurrence of proper representatives of the United

States and proper representatives of the State of New Mexico in

herein that such concurrence be obtained. The parties hereto,
including the Commission, agree that ali powers and authoxrity
vested in the Commission in and by any provisions of this agree-
ment are vested in the Cdmmission and shall te exerclsed by it

pursuant to the provisions of the laws of the State cf New Mexico

and subject in any caze to appeal or judicial review as may now
or hercafter be prov1ded by the laws of the State of New Mexico. 18

_23. APPEARANCES. Unit Operator shall, after notice to other 19
parties affeéted; have the right to appear for and on behalf of 20
any and dll interests affected hereby before thc Department of the 21
Intexior, the Commiséioner of Public Lands of the State of KNew 22
Méxicg and the New Mexico 0Oil Conservation Commissicn and to appeal 23
from orders issued under the regulations of said Department, the 24

Commission or Commissioner of to apply for rellef from any of sald 25

rcgulatlons or in anv proceedings relative to operations btfore 26

" the Department of_tha Interior, the Commissioner, or Commission, 27

or any other legally constituted authority; provided, however 23

that any other interested partyushall also have the right at his 2¢

own expense to be heard in any suc@fﬁroteeding. ‘ o 30
27—




24. NOTICES. All notices, demands or statements required
hereunder to be given or rendered to the parties hereto shall be
deemecd fully given if given in writing and personally delivered
to the party or sent by post_aid registered or certified mail,
addressed to such party or pafties at their respective addresses
set forth in connection with the signatures hereto or to the
ratification or consent hereof or to sucﬁ other address as any
such party may have fuipisheé in writing to party'seﬁding the
notice, demand or statemenﬁ. .

25. NO WAIVER OF CERTAIN RIGHTS. Nothing in. this agreement =’
contained shail be construed as a waiver by any party hereto of
the right to assert anyllegal or constitutional right cr 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 regu-
lations issued £hereunder in any way affecting such party, or as
a waiver by any such party of any right beyond his or its authority
to waive. .

26. UNAVOIDABLE DELAY. All obligatiohs undexr this.agreement
requiring the Unit Operator to commence or continue drilling or to
operate on ox pioduce unitized subétances from any of the lands
covered by this.agreement shall be suspended while the Unit Opera-
tor, despite the exercise of due care and diligence, is prevented
from complying with sucb obligaﬁions,,in whole or in part, by
strikes, acts of qu; Féde:al, State or municipal.law Qr agencies,
unavoidable accidenfs, uncontrollable délays 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 enumérated or not. No unit
obligatidn which is susbehded under this section shall become

’

due less thanr thirty (30) days after it has been determined
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that the sﬁspension is no longer applicable. Determination of

creditable “"Unavoidable Delay" time shall be made by the Unit

operator subject to épproval of the Supervisor and Commissioner.
27. PROTECTION OF POTASH‘DEPOSITS. No wells will.be drilled

for oll or gas at a location on Federal lands which in the opinion

of the Supervisor or at a location on State lands which in the

“cpinion of the Commissioner would result in undue waste of potash

deposits or constitute a.hazard to or unduly interfere with mining
operations being conductéd for the extraction of potash deposits.

The drilling cr abandenment of any well on unitized land
shall be done in accordance with applicable oil.and gas operating
regulations, including such requirements as to Federal iands as may
be prescribed by the Supervisor and as to State lands by the Com-
nissioner, as necessary Lo prevent the infiltration of o0il, gas or
water into formations coataining potash deposits or into mines or
or werkings being utilized in Lhe extraction of such deposits.

Well records and survey platé that an o0il and gas lessee
of Federal lands must file pursuant to applicable operating regula-
tions (30 CFR Part 221) shall be available for inspection at the
Office of the Supervisor to any party holding a pétash permit or
lease on the Federal land on which the well is situated insofar
as suéh records are pe;tinent to the mining and protection of
potash deposits.

28. NONDISCRIMINAZION. In connection with the performance
of work under this agreement, the operétor égrees to comply with

all of the provisions cf Section 202 (1) to (7) inclusive of
: N

Executive Order 11246 (30 F.R. 12319), as amenéed, which are

hereby incorporated by reference in this agreerment.
29. LOSS OF TITLE. In the event title to any tract of

unitized land shall fail and the true®owner cannot be induced to

v

~-2Q-

19
20
2L

22

-23

24
25
26
27
28

29




10
11
)2

13

15
16
17

18

join in this Qnit agreement, such tract shall be autématically.
regarded as not committed hereto and there shali be such readjust-
rent of future costs and benefits as may be regquired on accéunt-
of thé loss of such title. 1In' the event of a dispute as to title
to any royalty, working interest or other interests subject

thereto, payment or delivery on account thereof may be withheld

without liability for interest until the dispute is finally settled;

'provided, that, as to Federal and State land or leases, no payments

of fundsbdue the United éta£es or State of New ﬁexic§ should be
withheld, but such funds o0f the United States shall be deposited
asvdirected by the Supervisor and such funds of the.State of New
Moxico shall be deposited as directed by the Cdmmissioner to be .
held as uncarned money pending final settlement of the title dis-—.
pute, and then applied as earned or returned in accordance wifh
such final settlement.

ﬁnit Operator as such is relicved from any responsibility for
any defect or failure of any title hercunder.

30. NON~-JOINDER AN} SUBRSEQUENT JOINDER. If the owner of
any substantial interest in a tract within the unit area fails
or refuses to subscribe or consent to this agreement, the owner
of the working interest in:that tract may withdraw said tract
from this-agreeﬁent by wrcitten notice delivered to the Supervisor
andg £he Commissioner and the Unit Operator prior to the approval
of this agreement by the Supervisor and Commissioner. Any oil
Or gas interests in léﬁds within the unit arca not committed hereto
prior to submission of this agreement for final approval may there-

afer be committed hefeto by the owner or owners thereof sub-

scribing or consenting o this agrecement, and, if the interest

is a working interest, by the owner of such interest also sub-

.

scribing to the unit operating agreement. ~ After operations are

-
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commenced hereunder, the right of subseguent joinder, as provided 1.

in this section, by a working interest owner is subject to such 2
requiremenés or approvals, if.any, pertaining to such joinder, 3
as may be provided for in the unit operating agreement. After ) 4
final approval hereoﬁ, joinder.by a non-working interest owner : 5
must be consented to in writing by the working interest owner 6
committed hereto and responsible for the péymént of any benefits 7
+hat may accrue hereunde; in behalf“of such non;ﬁorking interecst. 8
A non-working interest may not be committed to this unit agree- 9
ment unless the corresponding working interest is committed hereto. 10
Joindexr to the'unit agreement by a working intérest owner, at any 11
time, must be accompanied by appropriate joinder to the unit dpéra~ 12
. ting agreement, if more than one committed working interest owner 13
is involved, in oxrder for the interest to be regarded as comﬁitted 14

to this unit agréement, Except as may otherwise herein be provided - 156
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subseqguent joinders Lo this agreement shall be effective as of the

16

first day of the month following the filing with the Supervisor 17
and the Commissioner of duly executed counterparts of all of any 18
papers necessary to establish effective commitment of any tract 19
‘to this agreement ﬁnless ébjection to such 5oinder is duly made 20
within 60 éays by the Suapervisor, provided, however, that as to 21
State lands all subsequant joinders must be approved by the 22
Commissioner. 23
31. COUNTERPARTS. This agreement may- be executed Jn any 24
nunber of counterparts no one of which needs to be executed by 25
all barties or may b%.ratified or consented to 5y éeparate instru- 26
Tent in writing specifically referring hereto and shall be binding 27
upon all those parties who executed such a éountegpart, ratifi- 28
cation, or consent hereto with the same force and efféct as 1if 29
all such parties had signed ﬁhe.samegéQCuhent and reéardless of 30



DATE :

whether or not it is executed by all other parties owning or

Div.taw . 7~ Fc T

—————

EXXON CORPORATION

1
claiming an interest in the lands within the above described unit 2
>ar5ﬁa. ‘ 3
32. NO PARTNERSHIP, It is expressly agreed that .the relation 4
of the parties hereto is that of independent contractors and nothiné 5
in this agreement contained, expressed or implied, nor any opera- 6
tions conducted hereunder, shall create oxr be deemed to have created 7
a partnership or association between the parties hereto or any of 8
them. . 9
IN WITNESS WHEREOF, the parties hereto have caused «this agree- 10
ment to be executed and have set opposite their respective names 11
the date of execution. 12
owiam 222
UNIT OPERATGR AND WORKING INTEREST OWHER ;ﬁ:fhgéiii§%
' ‘ Div. Acet. — :

’ 7
4
August 26, 1975 B BY : /S%Zf? ,{422;12422i,

B. D. HOLLAND, Attorney-in-Fact

o
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EXHIBIT "B" - LAGUNA GRANDE UNIT AREA - LDDY COUNTY, NEW MEXICO
Lecase No. & Basic - Overriding Royalty Worxing Interest
Tract Description No. of Expiration Rovalty & Lessec or Production Ownecrs and
No. of Land Acres Date of Lse. Pecrcentage of Record & Int. Payments Percentage
1 T23S, R29E NM17589 USA 12%% Amoco~All Robert N. Enfield Amoco
Sec. 23: Ek 320 3-1-83 (Mona L. ’ 82.5%
5% of 8/8 *
2 T23S, R29L NM19847 USA 12k% Hayes - 25% None Hayes 25% of 87.5%
Sec. 15: EX, EXWk 600 1-1-84 : Dow - 75%
SWENWk, _
W SWh Dow - 75% of 87.5%
3 T23S, R2SE NM19848 USA 12k% Exxon Tim Daly {Nancy T.) Exxon 80%
Sec. 28: Wk, WkEX 2400 5-1-84 : 1/32 .0f 8/8 (.03125)
Sec. 29: All : Tommy Phipps et al,
Trustees .
Sec. 33: All Margene Blakemore Trust
4.375% of 8/8 (.04375)
4 T23S, R29E NM23177 USA 12%% Exxon-All Glenn R. Easterly Exxon 83.5%
Sec. 21: SE4SEL 2120 7-25-76 . (Viola Lillian)
Sec. 22: All 4% of 8/8
Sec. 23: Wk Jack Easterly (Janice L.)
1/2 of 1%, Raymond C.
Sec. 26: Wx Walker (Geraldine) 1/2 of
. 1%, Lyndell C. Brown (Bula
Sec. 27: All Fern) 1/2 of 1%, Don R.
Sec. 28: EXEX Link 1%, Carol Ann Hoffman
_ 1%). . o/ .
5 T23S, R29E NM23178 USA 12%% Phillips-all Peggy E. Baetz Phillips 82.5%
Sec. 26: EXEX 320 7-25-76 . (Bertrand V.) 2%% of 8/8
. Eddy Land Co. 2%% of 8/8 #**
6. T23S, R29E 40 Open
. Sec. 2l: SW4SE%

Total:

6 Tracts Federal Land - 5,800 Acres,

75.52% of the Unit Areca




7 - T23S, R29E LG1553 St., of NM 1/8 Exxon-All None Exxon 87.5%
Sec. 16: All 640 2-1-84
8 T23S, R29E 1G6748 St. of NM 1/8 Dalco-All None Dalco 87.5%
Sec. 32: LLEY%, 11-1-81
WY NEX%,
NsNW 320
Total: 2 Tracts State Land - 960 Acres, 12.50% of the Unit Area
9 T23S, R29E Fee ‘D. 8. Harroun Skelly- All None Skelly 8l.25%
Sec. 32: SWY, SkNwW% 320 2-2-77 et al 3/16
Wl;SEX ,
10 T23S, R28E .Fee . Teledyne, Inc. Amoco-All None Amoco 81.25%
Sec. 21: N%, N%S%, 560 3-14-79 . 3/16
Sk SWY . .
%
11 T23S, R29C Fee emwmmwsmvwno. Amoco-All None Amoco 81.25%
Sec. 15: NWLNWk 40 3-14-79 3/16
Total: 3 Tracts Fee Land - 920 Acres, 11.98% of the Unit Area

* PPI $750.00/acre payable out of 5% of 8/8
x% PPT $375.00/acre payable out of 2%% of 8/8

Total Acres in Unit Area: 7.680 Acres

In the above Schedule "Exxon" indicates Exxon Corporation, "Amoco" indicates Amoco Production Company, "Hayes"
indicates Hayes 0il Company, "Dow" indicates Dow Chemical Company, "Phillips" indicates Phillips mmﬁnowmca

003©m3<~ "Dalco" indicates Dalco 0il Company and "Skelly" psmpomﬁmm Skelly 0Oil Company.
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UNIT OPERATING AGREEMENT
'FOR THE LAGUNA GRANDE UNIT

EDDY COUNTY, NEW MEXICO

THIS AGREEMENT, made and entered into this the 26th day

of °  pAurust » 1975, by and between EXXON CORPORATION,

a corporation, with offices at Midland, Texas, hereinafter
referred to as “Unit Operator", and such other owners of
working interests in the Unitized Substances within the Unit
Area subject to the Unit Agreement hereinafter referred to
as may subscribe to this agreement and become ﬁarties hereto,
which said owners are hereinafter sometimes referred to as

" "Working Interest Owners". . |

WITNESSETH, THAT:

WHERE~S, the parties hereto have.concurrenﬁly herewith
entered into a certain Unit Agreement for the Development
and Operation of the Laguna Grande Unit Area, Eddy County,
New Mexico, hereinafter referred to as "Unit Agreement",
embracing 211 horizons and formations underlying the lands
more particularly described iﬁ said Unit Agreement, which
lands, to The extent that the same have been or are hereafter
committed =o said Unit Agreement and made subject to this
agreement =2xe héreafter referred to as "Unit Area"; and

WHEPZXS5, said Unit Agreement provides for the apportion-
ment of 222 costs and expenses incurred in coﬁducting the
Unit Oper==ions under the terms of said Unit Agreement and
for ﬁhe alloéation of production of Unitized Substances
among th= ﬁbrking Interest Owﬁers~in accordance with a Unit

Operatirz Z&reement to be made and entered into by and

betweern =—=:= Unit Operator and the WOfking Interest Owners
having 1= ==rests committed to said Unit Agreement. This
agreer=~= 15 the Unit Operating Agreement which is entered




NOW, THEREFORE, in consideration of mutual covenants
and agreements hereinafter contained, the parties hereto do
hereby covenant, contract and agree as follows:

UNIT AGREEMENT CONFIRMED

The Unit Agreement and exhibits attached thereto are

hereby confirmed and made a part of this agreement. If

there is any conflict between the Unit Agreement and this
agreement, the Unit Agreement shall govern.
II.

DEFINITIONS

As used in this agreement, the terms herein contained

shall have the following meanings:
| A. Any definitions contained in the Unit Agreement
are adopted for all purposes of this agreement.

B. Working Interest means an interest in the Unit
Area by virtue of a lease, operating agreement, fee title,
or otherwise, including a carried intérest,‘which interest
is chargeable with and obligated to paf or 5ear, either iﬁ
cash or out of producticen or otherwise, all or a portion of
the cost of drilling, developing, producing, and operating
the Unit Area. A schedule of the allocation of costs to
such Working Interests in the Unit Area is attached hereto
as Exhibit "E". Any interest in the Unit Area thch is a
Wdrking Interest as of the date the owner thereof executes
or ratifies this agreement shall thereafter be treated as a
Working Interest for all purposes of this}agreement.

C. Beneficiai Interest means a Working Interesﬁ
owner's share of production as shown in Exhibit "C" attached
hereto, aftexr payment of royalties, overriding royalties and
other leas;%old burdens.

D. Royalty Interest means a right to or interest in
any portion of the Unitized Substances or proceeds thereof

.

other than a Working Interest.



"BE. Royalty Owner means a party who owns a Povalty
Interest. .

F. Working Interest Owner means a party hereto who
dwns a Working Interest. The owner of o0il angd gas rights
that are free of lease or other instruments conveying the
Workihg Interest to another shall be regarded as a Working
Interest Owner to the extent of seven-eighths (7/8ths) of
his or its interest in Unitized Substances, and as a Royalty
Owner with respect to his or its remaining one-eighth (1/8th)
interest therein.

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

H. Unit Operations means all operations conducted by
Working Interest Owners or Unit Operator pursuant to this
agreement and the Unit AgreementAfor or on account of the
development and operation of the Unit Area for the production
of Unitized Substances.

I. Unit Equipment means all persoﬁal property, lecase
and well equipment, plants, and other facilities and ecguipment
taken over or otherwise acquired for the joint account for
use in Unit Opefations.

J. Unit Expense means all éost, expense, or indebted-—
ness incurred by_Working Interest Owners or Unit Operator
pursuant to this agreement and the Unit Agreement for or on

account of Unit Operations.

K. Unless the context otherwise clearly indicates,
words used in the singular include the plural, the plural
include .the singular, and the neuter gender includc tho

masculine and the feminine.

A III.
EXHIBITS
The following Exhibits are incorporated hovein

reference:




Lo

A. Exhibits "A" and "B" of the Unit Agreement.

B. Exhibit "“C", attached hereto, which is a Schedule
showing the Beneficial Interest of each Working Interest
Owner.

C.’ Exhibit "D", attached hereto, which is the Accounti
Procedure applicable to all operations conducted on the Unit
Afea. If there is any conflict between this agreement and
Exhibit "D", this agreement shall govefn.

-D. . Whenever Exhibits "A" and "B" are revised, Ixhibits
*c" and "E" shall be revised accordingly and be effective as
of the same date. Unit Operator shall also revise Exhibits
"C" and "E" from time to time aé required to conform to
changes in ownership, of which the Unit Operator has been
notified as provided in the Unit Agreement.

E. Exhibit "E", attached hereto, which is a Schedule
showing the Working Interest of each Working Interest Owner.

F. Exhibit “F", attached hereto, is a Gas Storage and
Balancing Agreement. | o

G. Exhibit "G", attached hereto, is an Egqual Employmen
Opportunity P;ovision and Certification of Non-Segregated
Facilities.

Iv.

INTEREST OF THE PARTIES

A. Exhibit "C" is a Beneficial Interest Schedule
showing the Beneficial Interest ownership of'each Working
Interest Cwner as of the date hereof. Said Beneficiai
Interests were cbmputed on the basis of the following formuia
1. Fbr.the purposes hereof: -

S a. represents the number of acres in each Tract as
A shown in Exhibit “B;.

b. represents the basiq royalty in percentage in each

Tract as shown in Exhibit "B".



‘F' represents the total of all overriding rovalties
and production payments in excess of b (hereinafter
referred to as Lease Burdens) and which affect the
xespective Tracts as of the date hereof and shall
include, but not be limited to, the Lease. Burdens
that are not deemed to be carved-out interests

undexr the provisions of Section D of this Article

Iv. .

d. represents the number of royalty acres in each
Tract. | : -

e. represents the number Qf overriding_royalty acres

in each Tract.

f. represents the total number of Beneficial Acres in
each Tract.

g. represents the total number of Beneficial Acres.

h, represents the percentage of the Working Interest
of each Working Interest Oﬁner in each Tract as
set forth in Exhibit "B“.' ‘

X. represents eéch Working Interest Owner's Tract

Beneficial Interest stated in a percentage.

2. For the purposes of determining x:
d=aXb
e = a X c
f = a ~ (d+e)
x =1
g Xh
3. Each Working Interest Owner's Beneficial Interest shall

be equal to the sum of such Working Interest Owner's Tract
Béneficial Interest in each Tract.
B. I&ithe event the Unif Area is expanded or contracted

as provided;in the Unit Agreenment, théABeneficial Interest

and the Working Interest of the Working Interest Owners,
insofar as the same pertain to the Tracts remaining in the
Unit Area and which were within the Unit Area prior to the
enlargement or reduction shall remain in the same ratio one

to another.



C. Excep£ as provided in Section D of this Article v
and in separate agreements between the Unit Operator and the
sevefal Working Interest Owners pertaining to the drilling
of the initial well, all costs and liabilities incurred in
operatiods under this agreement and the Unit Agreement shall
be borne and paid, and 211 equipment and material acquired
hereundexr, shall be owned by ﬁhe parties hereto in proportion
to their Working Interest as reflected in Exhibit "E". Aall
Unitized Substances produced from the Unit Area shall be
owned by the partilies hereto, 1in proportion to thgir respective
Beneficial Interests, as reflected in Exhibit "c", after
payment of royalties, overriding royalties and other leasehold
burdens. |

D. In the event any Working Iﬁterest Ownex shall,
after executing the Unit Agreement and this agreement,
create or cause to be created any Lease Burden or other
interest out of its interest then subject to the Unit Agreement
and this agreement, such carved-out interest shall be subject .
to the terms and provisions of this agreement (any Lease
Burden which affecté any Working Interest Owner's interest
but which may not have been actually conveyed to the party -
entitled thereto prior to the date of this agreement shall
not be deemed to be an carved-out interest within the meaning
of this Section D; provided, that such Lease Burden was
utilized in computing the Beneficial Interest of each Working
Interest Owner as of the date.hereof). In the event the
Working Interést 6wner owning the interest out of which the
carved-out iéterest was created Qithdraws from this agreement
undexr the prévisions of Article XXII hereof, or fails to pay
any Unit Exéense chargeéble to such Working Interest Owner
‘under this agreement and if the ﬁnitized Substances attributable

to the credit of such working Interest Owner are insufficient



for the purpoée, the owner of the carved-out interest will
be liéble for its pro rata portion of all costs and éxpenses
for.whiqh the Working Interest Ownef that created such
carved-out interest would have been liable hereunder by
virtue of such Working'Interest Owner's éntire original
interest, just as if such carved-out interest had not been
created. In such eéent, the lien provided for in Article
XII hereof may be enforced against such carved-out intérest
in the same manner as the lien was enforceable against the
original interesé out of which the carved-interest was
created. |

V.

ESTABLISHMENT, REVISION AND CONSOLIDATION OF PARTICIPATING AREA.

A. Unit Operator shall initiate each proposal for the
establishment or revision of a participating area by submitting
the proposal therefor in writing to each Working Interest
‘Ownexr at least thirty (30) days befofe filing the same with
the Supervisor and the Land Commissioner. The date of the
proposed filing shall be shown on the proposal. If the
propdsal receives the approval of the Working Interest
Owners as provided in Article IX hereof, then such proposal
shall be filed on the date specified in the-notice.

B. Prior to the proposed filing date, any Working
Interest Owner may submit to all other Working Interest
Owners and Unit Operator written objections to such proposal.
If, despite'guch objections, the proposal %eceives the
approval of the Working Interest Owners, then the Working
Interest Owner making such rejectfén may renew its objections
before the.Supervisor and the Land Commissioner.

C. If the proposal does ﬁot'feceiye the approval of
such Working Interest Owners, then the Unit Operator shall
submit a revised proposal taking into account the objections

made to the first proposal. If no proposal received the



app;ovéL of said Working Interest Owners within thirty (30)
days from the subnission of the first proposal, the Unit
Operator shall then file with the Supervisor and the Land
Commissioner a proposal reflecting as nearly as practicable
the various views expressed by the affected Working Interest
Owners.

D. If a proposal- filed by the Unit Operator as above
provided is rejected by the Supervisor and/or the Land
Commissioner, the Unit Operator shall initiate a new proposal
“in the same manner as providéd in Section C of this Article
V and the procedure with respect thereto shall be the same
és in the case of an initial proposal. -

E. Two (2) or more participating areas may be combined
as provided in the Unit Agreement.

VI.

PLANS OF DEVELOPMENT

A, Each plan for the development and operation of the
Unit Area which is submitted by the Unit Opérator to the
- Supervisor and the Land Commissioner in accordance with the
Unit Agréement shall make provisions only for such drilling,
deepening or plugging back operations and such otuer projects
as Unit Operator has been authorizéd to conduct by the
Working Interest Owners pursuant to this agreemeht.

B. At least ten (10) days before submitting any such
proposed plan o the Supervisor and the Land Commissioner,
Unit Operator shall give each party written notice thereof
together with a copy of the proposed plan.

C. 1f and when a proposéd plan has been approved or
disapprovea-by the Supervisor and the Land Commissioner,
Unit OperatBr shall give prompt written notice thereof to
each Working Interest Owner. In the event of dicapproval,
the Unit Ope:ator shall state in such ﬁotice the reasons

therefor. .



p.  If any Working Interest Cwner or Working Interest
Owners shall have.elected to proceed with drilling, deepening
or plugging back operations in accordance with the provisions
of thié agreement, and such operations are not provided fdr
in the then current plan of development as approved by the
Supervisor and the Land Commissioner, the Unit Operator
shall either

1. Request the_Supeivisor and the Land Commissioner
to approve an amendment to such plan which will provide for
such operations, or

2. Requést the Supervisor énd'the Land Commissioner
to consent to such operations if their consents are sufficient.

E. If any such plan as approved by the Supervisor and
the Land Commissiorer provides for the cessatiop of any
drilling or other operations on the happening of a contingency
and if such contingency occurs, Unit Operator shall promptly
cease such drilling or other operations and shall not incur
any additional Unif Expense in connection therewith unléss
and until such drilling or other operations are again authorized
in accordance with the agreement of the Working Interest -
Owners.

VII.

REQUIRED WELLS

_ A For the purposes of this Arficle VII, a well shall
be deemed to be a required well if the drilling thereof is
required by the final order of an authorized representative
of the Department of the Interio; in the case of Federal
lands or of the Laﬁd'Commissioner in.the case of State
lands. Such ;h order shall be deemed to be final upon the
éxpirétion ofgthe time allowed for an appeal therefrom

without commencement of appropriate appeal proceedings, or

if such proceedings are commenced within said time, upon the



final disposition of the appeal. Whenever Unit Operator
;eceives any such order, Unit Operator shall promptly mail &
copy thereof to each of the Working Interest Owners. If any
such order is appealed, the party appeeling such order shall
give prompt written notice thereof to Unit Operator and to
each of the other Work&ng Interest Ownefs, and upon final
disposition of Fhe appeal, Unit Operator éhall give each of
the other Working Interest Owners prompt written notice of
the results of such appeal. ' -

B. Any Working Interest Owner desiring to drill, or
to participate in the drilling of, a required well shall
give Unit Operator written notice thereof within thirty (30)
days after the order requiring ;uch well becomes final or
within such lesser time as may be required by such order.

If such notice is given within said period, Unit Operator,
subject to the provisions of Article XV Section j, shall
drill the required well for the account of the Working
'Interest Owner or Working Interest Owners giving such notice
who shall bear all costs and expenses which may be incurred
in connection therewith. The rights and obligations of such
Working Interest Owner or Working Interest Owners with
respect to the ownership of such well, the operating xrights
therein, the production therefrom and the bearing of all
costs and éxpenses incurred in connection therewith shall be
the same as if the well haa been drilled for the account oIl
such Working Interest Owner or Working Interest Owners under
the provisioﬁs of Article XV hereof.

C. ’I% no Working Interest Owner elects to drill a
required we}l within the period allowed for such election,
‘and if any of the following alternatives is available, the

first of such alternatives which is available shall be

followed:




1. If compensatory royalﬁies may be paid in lieu
of drilling the well and if payment thereof recei&es, within
said period, the approval of the WOfking Interest Owners,
Unit Operator shall pay such compensatory royalties for the
account of said Working Interest Owners, or |

. 2. If-the drilling of the well may be avoided,
withouﬁ'other penalty, by contraction of the Unit Area, Unit
Operatér shall make a reasonable effort‘to effect such |
contraction‘with the approval of the Director and the Land
Commissioner, or

3. If the Unit Agreement may be terminated by
reason of the failure}to drill such required well, all
Working Interest Owners shall join in the termination of the
Unit Agreement in accordance with thé provisions thereof.

D. If none of the alternatives set forth in Section C
of this Article VII is available, Unit Operator shall drill
the required well for the account of the Working Interest
-Owners.

VIII.

SUPERVISION OF OPERATICNS BY WORKING INTEREST OWNERS

A. The Working Interes£ Owners shall exercise overall
supervision and control of all matters pertéining to Unit
Operations pursuant to this agreement and the Unit Agreement.
In the exercise of such authority, each Working Interest
Owner shall act sdlely in its own behalf in the capacity of
an individuél owner and not on behalf of the owners as an
entirety. : .

B. Thé matters with respect to which theAWorking
Interest Owners shall decide and take action shall include,
but not be limited to, the following:

1. The establishment or revision of a particzipating

area or participating areas.



2. The approval of any plén of development which
15 to be submitted by the Unit Operator to the Supervisor
and the Land Commissioner.

3. The drilling of all wells whether for the
production of Unitized Substances, for use as an injection
well, or for other purposes except the drilling of the
initial well which shall be covered by separate agreements
between Unit Operator and £he Working Interest Owners.

4. The recompletion, abandonment, or change of
status of any well, or the use of any well for injecéion or
other purposes.

5. The making of any single expenditure in excess
of Ten Thousand Dollars ($10,000.00); provided that, approval
by Workiné Interest Owners of the drilling reworking, deepening
or plugging back of any well shall include approval of all
necessary expenditures required therefor, and for completing,
testing, and equipping the same through the wgll head.

é. The selling or otherwise disposing of any
major item of surplus Unit Equipment, if the current list
price of new equipment similar thereto is Five Thousand
Dollars ($5,000.00), or more.

7. The designating of a representative to appear
before any court or.regulatory égency in matters pertaining
fg Unit Operations; provided that, such designation shall
not prevent any Working Interest Owner from appearing in i
person or frém designating another representative in its own
behalf and at“its'own expense. |

8. The ﬁuditing of the accounts of Uit Operator
pertaining.té Unit Operations hereunder; provided that, the
audits shall

a) not bé conducted more than once.each
year except uéon the resignation or

removal of Operator, and

- 12 =



b) be made at thé expense of all Working
Interest Owners other than the Working
Interest Ownér designated as Unit Operator,
and

c) be made upon not less than thirty_ {30)

days’' written notice to Unit Operator,

and
d) be conducted in accordance with Exhibit
"D" .
9. ‘The authorizing of charges to the joint

account for services by consultants or Unit Operator's
technical personnel not covered by the overhead charges
provided by Exhibit "D". ¢

10. The appointment of'committees'to study any
problems in connection with Unit Opefations.

11. The removal of Unit Operator and the selection

of a successor.

12. The expansion or contraction of the Unit
Area. |
13. The adﬁustment and readjustment of investments.
14. The termination of the Unit Agreement.
IX. |

MANNER OF EXERCISING SUPERVISION

A. Each Working Interest Owner shall in wrifing

inform Unit Operator of the names and addresses of the

representative and alternate who are authorized to represent
and bind,guch Working Interest Owner with respect to Unit
Operations. The representative or alternate may be changed
from times to time by written notice to Unit Operator.

B. All meetings of wOrking Interest Owners shall
be called by Unit Operator upqn'its own motion or at the
request of one or more Working Interest Owners having a
total Working Interest of not less than ten percent (10%).
No meeting shall be called on less than fourteen (14) days'
advance writteﬁ notice, with acenda for the meeting attached.

- 13 ~



Working Interest Owners who attend the meeting shall not be
prevented from'amending iters presented at the meeting. The
'representative of Unit Operator shall be chairman of each
meeting.
C. Working Interest Owners shall decide all
matters coming before them as follows: )
l. On matters affecting the Unit Area, each
Wlorking Interest Owner shall have a voting interest equal to
its Working Interest within the Unit Area.
2. Except as otherwise provided herein or except
as provided in the Unit Agreement, the Working Interest
Owners shall decicde all matters by aﬁ affirmative vote of
seventy percent (70%) or more voting intérest; provided,
however, that should any one Working Interest 6wner have
thirty percent (30%) or more voting intereét, its negative
votc, or ailure to vote, must be supported by the vote of
one or more Wbrking Interest Owners having a combined voting
interest of at least five perceﬁt (5%5 and the resulting
Qote shall be binding upon all Working Interest Owners
affected by such vote. i
3. Any expansion or contraction of the Unit Area
or the initiation of‘any secondary recovery oOr pressure
méinténance p;ogram shall require the affirmative vote of
eighty (80%) or more voting intereét; provided that, should
any one Working Interest Owner have twenty percent (20%) or
more vdting intera2st, its negative vote, or failure to vote,
must be supported by thé vote of one or more Working
Interest Owners having a combined voting iﬁterest of at
least five percent {5%) and the resulting voteé shall be
binding on all parties. -
4. Any Working interc;t OCwner who 1is not represcnted

at a meeting may vote by letter or telegram addressed to the

—-14-



representative of the Unit Operator i1f its vote is received
prior to the vote on the item.

5. Working Interest Owners may vote on and
decide, by letter or telegram, any matter submitted in
writing to Working Interest Owners, if no meeting is requested,
as provided in Section' B of this Article within seven (7)
days after the proposal 1is éent to Working Interest Owners.
Unit Operator will give prompt notice of the results of the
voting to all Working Interest Owners affected by such
voting. |

X.

INDIVIDUAL RIGHTS OF WORKING INTEREST OWNMERS

A. Working Interest Cwners severally reserve to oo
themselves all their rights, except.as otherwise provided in
this agreement and the Unit Agreement.

B. Each Working Interest Owner.shall have, among
others, the following specific rights:

1. Access to the Unit Area, at such party's sole-
risk, at all reasonable times to inspect Unit Operations,
all wells, and the records and data pertaining thereto.

2. The right to receive from Unit Operator, upon
written request, copies of all reports to any governmental
agency, reports of crude o0il. runs and stocks, inventory
reports, and all other information pertaining to Unit Operatioué.
The cost of gathering and furnishing information not ordinarily
furnished by_Unit Operator to all Working Interest Owners
shall be charged.to‘the Working Interest Owner who requests
the information.

| S XI.

UNIT OPERATOR AND DUTIES OF UNIT OPERATOR

A. EXXON CORPORATION, a corporation, is hereby designated

as the Unit Operator.



B. Unit Operator may resign at any time. Working
Interest Owners may remove Unit Ope:ator at any time by the
affirmative vote of at least eighty percent (80%) of the
voting interest remaining after excluding-the voting interest
of Unit Operatér. A Unit Operator that resigns or is removed
shall not be released from its obligations hereunder for a
period of three (3) months after the resignation or discharge,
unless a su;;essdr Unit Operator has taken o&er Unit Operations
prior to the expiration of such pefiod.

C. In the event of the resignation oxr removal of a
Unit Operator, a successor Unit Operator shall be selected
by Working Interest Owners. If the Unit Operatox that is
removed votes only to succeed itstlf{ or fails to vote, the
successor Unit Operator may be selected by an af%irmative
vote of at least fifty-one percent (51%) of the voﬁing
interest remaining after excluding the~voting interest of
the Unit Operator that was removed.

D. Subject to the provisions of this agreement and
the Unit Agreement and to instructibns from Working Interest
Owners, Unit Operatoxr shall have the exclusive right and be
obligated to conduct Unit Operations. .

E. Unit Operator shall conduct Unit Operations in a
'good and workmanlike mannex as.would a prudent operator
under the same or similar circumstances. Unit Operator
shall freely consult with wdrking Interest Owners and keep
them informed of all matters which Unit Operator, in the
exércise of its best judgment,.considers important. Unit
Operator shail not be liable to Working Iﬁterest Owners for
damages, unléés such damages result from Unit Operator's
gross negligence or willful misconduct.

F. Unit bperator shall endeavor to keep the lends and

leases in the Unit Area free from all liens and encumbrances



occasioned by Unit Operations, except the lien of Unit
Operator granted hereunder. A

-G. The number of employees ﬁsed by Unit Operator in
conducting Unit Operations, their selection, their hours of
labor, and theirvcompensation shall be determined by»Unit
Operator. Such employees shall be the employeés of Unit
Operator.

H. Unit Operator shall keep corfect books, accounts
and records of Unit Operations.

I. Unit Operator shall furnish to Working Interest
.Owners pariodic reports of Unit Operations.

J. Unit Operator shall make all reports to governmental
authorities that it has the duty to make as Unit Operator. _

K. Unit Operator shall furnish to any Working Interest
Owner, upon written request, a copy of the log and engineering
and geological date pertaining to wells drilled for Unit
Operations.

+ L. Unit Operator shall comply with the terms, provisions
and conditions of the Unit Agreement and all valid applicable
Federal, State and local laws, orders, rules and regulations.

M. Unit Operator is‘authorized to make single expen-—
ditures notvin excess.of Ten Thousand Doliars ($10,0G0.00)
without prior approval of Working Interest Owners. If any
emergency occurs, Unit Operator may immediatély make ox
incur such expeﬁditures as in its opinion are required to
deél with the emergency. Unit Operator shall report to
Working Interest Owners, as promptly as possible, the nature
of the eﬁérgency and the action taken.

N.- N\A1l wells drilled by Unit Operator shall be at tha
usual rates prevailing in the area. Unit Operator may
employ its own tools and eguipment, Eut the charge therefor
shall not exceed the prevailing rate in, the area, and the

work shall be performed by Unit Operator under the same



of estimated Unit Expense by ‘submitting to Working Interest

terms and conditions as are usual in the area in contracts
of independent contractors doing work of a similar nature.
XIZX.

UNIT EXPENSE AND UNIT OPERATORS LIEN

A. .Unit Operator initially shall pay all Unit Expense.
Each Working Interest Owner shall reimburse Unit Operator
for its share of Unit Expense; All charges, credits, and
accounting for Unit Expense shall be in accordance with
Exhibit “D".

B. As soon as 1is practical after.the effective date

hereof, Unit Operator shall prepare a budget of estimated

Unit Expense for the remainder of the calendar year, and, on

or before the first day of eéch'October thereafter, shall
preparevsuch a budget for the next eﬁéuing calendar year.
Each budget shall set forth the estimated Unit Expense by'
quarterly periods. Budgets shall be estimates only, and
shall be adjusted or corrected by Working Interest Owners
whenever an adjustment or correction is proper. A copy of
each budget and adjusted budget shall promptiy be furnished
to each Working Interest Owner.

C. Unit Operator shall have the right to require
Working Interest Owners to advance their respective shareé
Owners, on or before the 15th day of any month, an itemized
estimate thereof for the succeeding month, with a request
for payment ip advance. Within fifteen (15) days thereafter,
each Working interest Owner shall pay to Unit Operator its
share of such estimate. Adjustménts between estimated and
actual Uni£ %xpense shall be made.by Unit Operator at the

close of each calendar month, and the accounts of Working

Interest Owners shall be adjusted'accordyngly.

D. No funds received by the Unit Operator under this
agreement need by segregated or maintained by it as & separate

fund, but may be commingled with its own .funds.

- 18 -



E. Each Working Interest Owner grants to Unit Cpcracor
a"lieﬁ upon its leasehold rights in each tract, its share of
Unitized substance§ wﬁén produced, and its interest in all
Unit Equipment, as security for payment of its share of Unit

Expense, together with interest thereon at the rate of ten

percent (10%) per annum. To the extent that the Unit Operator

has a security interest under the Uniform Comniercial Code of

.

the State of New Mexico, Unit Operator should be entitled to

exexrcise the rights and remedies of a secured party under
the Code. The bringing of a guit and the obtaining of a
judgment by the Unit Operator for the secured indebtedness
should not be deemed an election of.remedy or otherwise
affect the lien rights or security interest as security for
the payment thereof. In additjon, upon defauvlt by any
Working Interest Owner in the payment of its share of Unit
Expense, Unit Operator shall have the right to collect from
the purchaser the proceeds from the.sale of such Working
Interest Owner's share of Unitized Substances until the

amount owned by such Working Interest Owner, plus interest

as aforesaid, has been paid. Each purchaser shall be entitled

to rely uéon Unit Operator'é written statement concerning
the amount of any default. Each Non-Operator shall likewiée
have‘a lien on Unit Operator's leasehold fights in each
tract, its share of ﬁhitized Substances when produced, and
its interest in all Unit Equipment to secure the payment'of; )
any amount that may at any time becom= due and payable by
Unit Operator to such Non-Opera£or under the terms of this
agréementt fogether.with interést thereon as herein provided.

- XIi.

Q INSURANCE,

As to all operatiogs hereﬁnder; Unit Operator sliall

carry for the benefit and protection of the parties hereto

Workmen's Compensation Insurance in accordance with the laws
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of the State of New Mexico. The Unit Operator shall not be
required to carry any other insurance for the Joint Account.

The liability, if any, of the parties hereto in damages for.

~claims growing out of personal injury to or death of third

persons or injury or distruction of propérty of third persons
resulting from the operation and development of the Unit

Area shall be borne by the parties heretc in the proportions

"of their participation as shown on Exhibit "EY; and each'.

party individually_may acqguire such insurance as it deems
proper to protect itself against such claims. Unit Operator
sha%l require all ;hird party contractors performing work in
or on the Unit Area to carry insurance for the benefit and
protection of the Working Interest Owners consistent with
Uhit Operator's'then existing requirement.

XIv.

TAXES

A. Commencing with the first calendar year after the

effective date hereof, Unit Operator shall make and file all

necessary ad valorem tax renditions and returns with the

proper taxing authorities covering all real and personal

property of each Working Interest Owner used or held by Unit

Operator in Unit Operations. Unit Operator shall settle
assessments arising therefrom. Unless otherwise provided in
a séparate agreement-between the Unit Operator and the -
respective Working Interest Owners, all such ad valorem
ﬁaxes shall be paid by Unit Operator and charged to the
joint account;”providea, that, if the interest of a Working

Interest Owner is subject to a separately assessed overriding

royalty interest, production payment or other interest in

J{
excess of one-eighth (1/8th) royalty, such Working Interest

Owner shall be given credit for the reduction in taxes paid

resulting therefrom. If any assessment is oconsidered unreasonable
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by Unit Operator, Unit Operator may protest such valuation
within the time and manner provided by law, and may, with
the approval of the Working Interest Owners, prosecute such
protest to a final deterﬁination. When any such protested
valuation 1is finally determined, Unit Operator shall pay the
taxes and any accrued interest and pénalty and charge such
payments to the joint acpount:

B. Each Working Interest Owner shall pay or cause to
be paid all production, severance, gathering and other taxes
imposed upon or in respect of the production or handling 6f
its share of Unitized Substances. |

XV.

OPERATIONS BY LESS THAN ALL PARTIES

A. If all of the Working Interest Owners cannot
mﬁtually agree upon the drilling of any well other than the
initial test well to be drilled thereon, or upon the reworking,
deépening or plugging back of a dry hole drilled at the
joint expense of said Working Intereét 6wners, ofla weil
jointly owned by all"of tﬁe Working Interest Owners and not
then producing in paying quantities, any Working Interest
Owner'or Working Interest Owners wishing to drill, rework,
deepeé or plug back such a well shgll give the other Working
Interest Owners written notice of‘the.propésed operation,
specifying the work to be performed, ﬁhe location of such
well, the proposed depth, the objectiye fermation and the
estimated cost of such operations. The Working Interest
Owners receiving such notice shall haVe thirty (30) days
(except as to reworiing, plugging back or drillihg deeper,
where a drilling rig is on iocation, the period shall be
limited to forty~eignt (48) hours, exclusive of Saéurdays,
Sundays and Legal holidays) after reéeipt of the notice
within which to notify th= Working Interest Owner or Workiﬁg

Interest Owners wishing to conduct such operations whether
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or not ﬁhe Working Interest OWneré recelilving such notice
elect to participate in the cost of the proposed operations.
Any failure of a Working Interes£ Owner receiving such
notice to reply to said notice within the period above fixed
shall constitute an election by such Working Interest Owner
not to participate in'the cost of the pfoposed operations.

B. If any Working Interest Owner receiving such
notice elects got to participate in the proposed operations
(such Working Interest Owner or Working Interest Owners
being hereinafter referred to as "Non-Consenting Party"”,
whether one or more), then in order to be entitled to the
benefits of this Article, the Workiﬁg Interest Owner or
Working Interest Owners givingﬁsuch notice and'such other
Working Interest Owners as shall héve elected to participate
in the proposed operations (all such parties being hereinafter
referred to as "Consenting Parties", whether oné or more),
shall, within thirty (30) days after the expiration of the
aforesaid notice period (or as promptly as possible after
the expiration of the fortyweight‘(48) hour notice period in
the case where a drilling rig is on location), actually
commence the proposed.operations and complete the same with
due diligence.

C. The entire cost and riék of conducting such operations
shall be borne by the Consenting Parties in the proportion
that their Working Interests as shown in Exhibit "E" bear to
the.total_Working Interests of all Consenting Parties. Said
Consenting’ﬁarties shall keepAthe.leasehold estates involved
in such operations free and clear of all liens and encumbranc:s
of every kind, character or nature which may be created by
~or arise out of the operations of the Consenting Parties.

If such operations result in a drf hole, the Consentirg
" Parties shall plug and abandon the well at ﬁheir sole risk,

cost and expense and in accordance with all laws, rules and
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regulations. If any well drilled, reworked. deepened or
plugged back pursuant to the provisions of this Article
results in a producer of 0il or gas in paying quantities,.

the Consenting Parties shall complete and equip saia weIlAat%:
theixr sole risk, cost and expense and said well, ifvﬁéﬁ |
drilled by the Unit Operator, shall be turned over to the
Unit‘Operator and shall be operated by.Unit Operator at the
expenée and for the account df'the Cdnsenting Parties
pursuant to this agreement.

D. Upon the commencement of operations for drilling,
reworking, deepening or plugging back of any well by the
Consenting Parties pursuant to the provisions of this Article,
each Non-Consenting Party shall be deemed ‘to have relinquished
to the Consenting Parties, and the Consenting Parties shall
own and be entitled to receive, in proportion to their
respective interests, all of such Ndn—Consenting Party's
interest in the well, its leasehold operaﬁing righ@s, and
the share of production therefrom until the amount received
from the_sale thereof (after deducting preduction taxes,
royalty, overriding royalty and other interests payable out
of or measured by the production'from such well accruing
with respect to such interest until the séme réverts) shall
equal the total of the following:

1. . One Hundred percent (100%) of each such Non-
Consenting Party's share of the cost of any newly acquired
surface equipment beyond the wellhead connections (including,
but not limited to, flowlineé, stock tanks, separators,
treaters and pumpiné equipment) plus one hundred percent
(100%) ofieach of such Non-Consenting Party's share of the
cost of operating such well coﬁmencing\with first production
énd continuing until eaéh gnzh Non-Consenting Pariy's
relinquished interest shall revert to sdid party under othexr

provisions of this Article. It is understood and agreed



that each Non-Consenting Party's share of such costs will be
that share which would have been chargeable to each Non-
Consenting Party had such pérfy participated in said well
from the beginning of the proposéd operations} and

2. Three hundred percent (300%) of that portion
of the costs and e#penseg of drilling, reworking, deepening,
plugging back, testing, completing and three hundred percent
(300%) of that cost of the newly‘acquired eguipment in the
well (to and including the wellhead connections) which would
have been chargeable to such Non—Consenting Party had such
party participated in such operations.

E. In the case of reworking, plugging back of deeper
drilling operations, the Consenting Party shail be permitted
to use, free of cost, all casing, tubing and other equipment
in the well, but the ownership of all such equipment shall
remain unchanged; upon the abandonment of a well after éuch
reworking, plugging back or deeper drilling, the Consenting
Parties shall account for all such equipment to the owners
thereof, each party receiving its proportionate part in kind
or value.

F. Within sixty (60) days from the completion of any
operations pursuant to this Article, the Working Interest
Owner conducting the operations for the Consenting Parties
sﬁéll furnish each Non-Consenting Party with an Inventory of
the Equipment in and connected to the well on which such opera-
tions were conducted, and an itemized statement of the cost of
drilling, deebening, plugging back, testing and completing the
well for proddction; or, at such Working Interest Owner's option,
such Working Tnterest Owner, in lieu of an itemized statement
of such costs of operation, may submit & detailed statement
of monthly billings. Each month thereafter, during the time

the Consenting Parties are being reimbursed as provided
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Fartiés an itemized statement of all costs, expenses and
liabilities incurred in connection with the operation of
such.well, together with a statement as to the Qﬁantities of
oil and gas proddced from such wéll’a&d.tgé-éEOuﬂé.of proceeds
realized from the sale of'said.weil's Beneficial Interest
production during the preceding month. Any amount realized
from the sale or othér disposition of equipment newly
acquired in connection with any such operations which would
have been owned by Non*Consepting Party had it participated
in such operations shall be credited against the total
unreturned cos£ of such operations and of the equipment
purchased in détermiﬁing when the interest of such Non-
Consenting Party shall revert to such party as above pro-
vided; if there is a credit balance, such balance shall ke
paid to such Non-Consenting Party.

G. If and when the Consenting Parties recover from a
Non—Consenting Party's relinquished interest, the amounts
provided for hereinabove, the relinguished interes; of such
Non-Consenting Party shall automatically.revert to such
party and from an& after such reversicn, such Non-Consenting
Party shall own the same interest in such well, the operating
rights and working interest therein,vthe material and equipment
in or pertaining thereto and the procuction therefrom that
such Non—-Consenting Paéty.would have owned had such party
participated in the drilling, reworking, deepening or plugging
back of said well. Thereafter, such Non-Consenting Party
shall be charged with and shall pay its‘ﬁroportionate share
of all fﬁpure costs which may_bé incurred in xonnection with
said well in accordance with the terms of this agreement.

N\

H. Notwithstanding the provisions of this Article, it

is understood and agreed that withcut the mutuai consent of

all parties, no wells shall be completed in or produced from
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a source of supply from which a well located elsewhere is
producing unless the proposed well conforms to the then
existing well spacing pattern for such source of supply.

I. The provisions of this Article shall have no
applicatién whatsoever to the drilliné of the initial test
well but shall apply to the reworking, deepening or plugging
back of such initial test well after said well has been
drilled to the depth specified in the réspective agreements
between Unit Operator and the Working Interest Owners, if
such well is or thereafter shall prove to be a dry hole or a
nbn—commercial well.

J. Notwithstanding anything contained in this Article
to the contrary, all wells drilled hereunder shall be drilled
by the Unit Operator for thé account of the'Consenting
Parties unless Unit Operator is a Non-Consenting Party, in
which event, the majority of the Consenting Parties shall
elect another Working Interest Owner as Sub-Operator and
upon receipt of written notice of such glection, the Unit
Operator shall designate the elected party as Sub-Cperator
for the sole purpose'of drilling aﬁy such well.

K. Any provisions of this agreement to the contrary
notwithstanding, consent to the drilling of a well by any
party hereto shall not be deemed as consent to the setting
of casing and a completion attempt. After any well driiled
pursuant to.this agreement has reacked its authorized depth,
Opeiator shall give immediate notice to all Non-Operators
participating in the drilling of such wéll. The parties
receiving such notice shall have forty—-eight (48) hours
(exclusiz? of Saturday or Sunday or legal holidaxs and after
appropriate well information, inclﬁding applicable electric
logs, have been furnished h»y Unit Operator to the Working
Interest Owners participating in the drilling of the particul:

well involved at the address of the representatve of each
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subh Working Interest Owner as furnished to Unit Operator in
accordance with Article IX hereof™) in which to elect whether
or not they desire to set casing énd to participate in a
compietion attempt. Failure of a party receiving such
notice so to reply within the period above fixed shall
constitute an élection by that party not £o participate in
the cost of a completion attempt. If all participating
parties elect to plug and abandon the well, 6perator shall
plug and abandon same at the exéense of the participating
parties. If one or more, but less than all, of the éarticipating
parties elect to set pipe and to attempt a completion, the
provisions of this agreement as to opefations by less than
all parties shall thereafter apply.

XVI.

ESTABLISHMENT OF PARTICIPATING AREA FOR PAYMENT OF ROYALTIES

All Unitized Substances produced, saved and marketed
from a participating area established éursuant to the Unit
Agreement and this agreement shall be aliocaéed to the lands
comprising such participating area on an acreage basis as
providedrin.tbe Unit Agreement for the purpose of determining
and paying royalties, overriding royalties and'production |
fpayments under the terms of the instruments-which provide
for the payment thereof as to the productidn from the lands
that are within said participating area{ provided, however,
that as between the Working Interest Owrers in which such
participating area is located, all production from such
participating area shall be owned by the Working Interest
Owners in theAbroportion to their respective Beneficial
Interests in effect at the time such production is ébfained.

Q XVII.

RIGHT TO TAKE PRODUCTION IN KIND
A. Bach Working Interest Owner shall have the right

to take in kind or separately dispose cf its proportionate

.
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share of all Unitized Substances produéed from the Unit

Area, exclusive of production which may be used in development
and producing operations and in preparing and treating oil

for marketing purposes and production unavoidably lost. Any
extra expenditﬁre incurred in the taking in kind or separate
disposition by any Working Interest Owner of its proportionate
share of Unitized Substances shall be borne by such party.

B. Each Working Interest Owner shall.execute all
division orders and contracts of sale pertaining to its
interest in Unitized Substances prodhced from theAﬁnit Area,
and shall be entitled to receive payment_direét'from the
- purchaser or purchasers thereof for.its share of Unitized
Substanqes.

C. In the event any Working Thterest Owners shall
fail to make the arrangements necessary-to take in kind or.
separately dispose of its proportionate share of the Unitized
Substances produced from the Unit Arca, Unit Operator shall
have the right, subject to revocation at will by the Working
Interest Owner owning such share of Uﬁitized Substances, but
not the obligation, to purchase such Unitized Substances or
sell the same to others for thre time being, at not less than
the market price prevailing in the area, which éhall in no
event be less than the price which ﬁnit dperator receives
for its portion of the Unitized Substances produced from
the Unit Area. Any such purchase or sale by Unit Operator
shall be subject always to theAright of the owner of such
Unitized Substances to exercise at .any time its right to

. : [ 4
take in kind, or separately dispose of, its share of all
Unitized Sugstances not previously delivered to a purchaser.
Notwithstanding the foregoing, Unit Operator shall not make
"a sal.e into interstate commercelof any Working Interest
OQner's share of gas produced from the Ugit Area without

first giving such Working Interest Owner sixty (60) days
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notice of such intended sale. Any such sale by Operator
shall be for éuch reasonable periods of time only as is
consistent with the minimum need§ of the industry, and shall
in no event exceed one year.

D. The provisions of this Article XVII are expressly
subject to the provisions of the Gas Balancing Agreement
attached hereto as Exhibit "p". |

XVIIT.
RENTALS, }.IENEWALS AND EXTENSIONS OF LEASES

A, The Working Interest Owners in each Tract shall
pay all rentals which may become due and payablg under the
leases covering such Tract. If any leasé is a Federal
lease, the Working Interest Owners cémmitting such lease to
this agreement shall obtain sucg renewals and egtensions
thereof as may be permitted by applicable Federal statutes
and regulations and shall promptly furnish to Unit Operator
evidence that such renewals and extensions have been so
obtainéd. If any Working Interest Owner in ény Tract elects
not to pay any such rentals or to obtain any such renewal or
extension, such Working Interest Oﬁner shall notify Unit
Operator not less ﬁhan sixty (60) days before the date that
the rental payment is due or the date that an application
for renewal or extension must be filed. Such Working Interest
Owner shall tender an assignment to all other Working Interest
Owners; provided, however, that any assignment to be tendered
puréuant to this Article XVIII shall be subject to all
obligations pertaining to reassignments, if any, of the
Working Inté:ést Owner making such assignment theretofore
created in févor of the predecessor or predecessors in title
to the Workfﬁg Interest Owner tenderinc said assignment. If
all.of the Working Interest Owners are not willing to accept
the foregoing assignment, such assiénment shall be made to

those Working Interest Owners that are willing to accept
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said assignment kn the.proportions that their respective
Working Interests bear to the aggregate of dil‘Such ﬁorking
Interest Owners' Working Interests. In the event any

Working Interest Owner inadvertently failsAto pay, or makes
-an improper payment of, any rental or inadvertently fails to
obtain any renewal or exéension where such rental, renewal

or extension is required to cgntinue the lease in force,

there shall be no money 1iability 6n the part of the Working
Interest Owner or Working Interest Owners failing to pay

such rental or to obtain such renewal or extensiop; provided,
that such Working Iﬁterest Oowner or Workiﬁg Interest Owners
shall make a bona fide effort to secure a new lease and
commit such lease to the Unit Agreement and to this agreement.
In the event such Working Interest Ovner fails, or Working
Interest Owners fail, to secure a new lease within a reasonable
time, the Working Interest and the Beneficial.Interest of

the Working Interestvaners shall be revised éo that the
Working Interest Owner or Working Interest Owners who failed
to pay such rental or to obtain such renewal or extension
shall not be creditea with the ownership of the lease as to
which such rental was not paid or such renewél or'extension
was not obtained. 1In the event the party who failed to pay
the rental or failed to obtain such reneﬁal or extension,
shall not have been fullyrreimbursed, at the time of the
loss, from the proceeds of the sale of oil and gas attributable
to the lost interest for the development and operating costs
therefore paid on account of such interest, it shall be
reimbursed fo; unrecovered actual costs theretofore paid by
it (but not gbr its share of thé cost of any dry hole previ-
ously drilled or wells previously abandoned) from so much

of the following as is necessary to effect reimbursenocnt.
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(1) Procceds of ©il and gas, less operating
expenses, theretofore accruad to the credit of the
lost in@erest, up to the amount of unrecovered costs:

(2) proceeds, less operating expenses thereafter
incurred attributable to the lost interest of that
portion of o0il and gas thereafter produced and marketed
(éxcluding production from any wells thereafter drilled)
which would, in the absence of such lease termination,
be attributable to the lost interest on an acreage basis,
up to the amount of unrecovered costs, the proceeds of
said portion of the oil énd gas to be conﬁributed by the
other parties in proportion to their respective interests:
and

(3) any moneys, up to the amount of.unrecovered
costs, that may be paid by any party who is, or becomes,
the owner of the interest lost, for the privilege of
participating in the Unit Area or becoﬁing a party to
this éontract.

Unit Operator shall incur no liability for failure to pay

any rental due under the terms of any lease committed to

the Unit Agreement; however, if any rentalé are paid by the

Unit Operator, the Working Interest Owner or Working Interest

Oowners responsible.for the payment of such rentals shall

promptly reimburse Unit Operator upon being billed therefor.
B. Unit Operator shall use its best efforts to promptly

notify each of the Working Interest Owners of the date on

vhich any gasuwell located on tﬁe Unit Area- is shut-in and

the reason tﬁérefor; however, Unit Operator shali not be

" subject to any liability for any failure to do so.
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XIX.
TITLES

A. Each Working Interest Owner represents and warrants
that, as of the date hereof, 1t is the owner of the respective
interests set forth opposite its name in Exhibit "B", and
hereby agrees to indemnify and hold harmless the other
Working Interest Owners from any loss due to failure, in
whole or part, of its title to any such interest, excepE
failure of title arising out of Unit Oéerations; provided,
that such indemnity.shall be limited to an amount equal to
the net value that such Workingrlq;erest Owner has received
from the sale or receipt of Unitized Substances attributed
ﬁo the interest as to which title failed. Each failure of
title will be deemed to be effective, insofar as this agreement
is concerned, as of 7:00 A.M. local time on the first day of
the calendar month in which such failure is finally deter-
nined, and there shall be no retroactive adjustment of Unit
Expense, or retroactive allocation of Unitized Substances or
the proceeds therefrom, as a result of title failure.

B. The failure of title tb any Working Interestrin
any Tract by reason of Unit Operations, including non-
production from such Tract, shall not change the Working
Ihterest or the Beneficial Interest of the Working Interest
Owner.whose title failed in relation to the wOrking Interest
‘and Beneficial Interests of the other Warking Interest
Owners at the time of the title failure.

XX.

TITLE EXAMINATIONS

A, Upon request by Unit Operator, each Working Interest

Owner shall promptly submit to Operator all abstracts of
by
T

title’.sr.}v;_;::;c: fromlissinning—to—a-rocont ,i-,fpr together

~

with copies of all leases, copies of all title opinions and
other title papers, in its possession relating to the Lease(s)
committed by the respective Working Intcrest Owaeres to the

Unit Agreement and this agreenent.
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B. Priox Fo commencing the initial well, Unit Operator
shali cause the title to the drillsite lease(s) to be exomincd
by at?orheys acceptable to Unit Operator. A copy of such
title opinion will be furnished by Unit Operator to all
Working Interest Owners who e;ect to pay their proportionate
.share of all costs incurred in drilling, testing, completing
and equipping.or plugging and abandoning of the initial
well. All costs, including, but not limited ﬁo, attorney's
fees paid to outside attorneys and costs of obtaining the
necessary abstracts, shall be charged to the account of the
Working Interest Owﬁers who pay the costs Qf drilling such well.

C. In the event the initial well is completed as a
well capable of producing Unitized Substances in paying
quantities and a participating area is created as the result
of such Qell, Unit Operator shall cause a division order
title opinion to be rendered covering all leases pertaining
to the lands within such participating area. ﬁnit Operator
shall furnish a copy of such o?inion to ail Working Interest
Owners. All Costs incurred by the Unit Operator in securing
said title opinion shall be charged to the joint account of
the Working Interest Owners. |

D. In the evenf any Working Interest Owner élects, or
Working Interest Owners elect, to drill any>well subsequent
to the initial well, Unit Operator shall cause the title to
the lease on(which such well is to be located to be examined,
if the title to such lease has not previously been examined
pursuant to the terms of this agréement. A copy of such
title opinion shell be furnished to each Working Interest
Owner paying the costs incurred in the drilling of such
well. All co;;s incurred by the Unit Operator in connection
with such title examination shall be charéed to the account
of the Working Interest Owners participating-in the cost of

driiling of such well. In the event any such well is completed



as a well capable of producing Unitized Substances in paying
gquantities, Unit Operator shall obtain a division order
title opinion and the cost therecof shall be borne and paid
as provided in Section C of this Article XX.

E.. If any well drilled on any Tract is completed as a
well capable of producing Unitized Substances, but not in
paying quantities, and if any of the Working Interest Owners
who participated in drilling such well, elect to operate and
produce said well on a Tracﬁ basis as provided in the Unit
Agreement, any subsequent title examination pertaining to
the proration or Spacihg unit allocated to such well shall
be borne and solely paid by the Working Interest Owner or
Working Interest Owners electing to s0 operate such well.

F. It is understood and agreed that Unit Operator
shall not be deemed to warrant the accuracy or correctness
of any title opinion obtained hereunder and any reliance
placed thereon by any Working Interest Ownef shall be at
such Working Interest Owner's sole risk and liability.

XXI.

TRANSFERS OF INTEREST

A. Any Working Interest Owner may, at any time and
from time to time, sell, transferlor assign all of such
Working Interest Owner's interest in the Unit Area to any
other Working iInterest Owner who is a party to the Unit
Agreement and to this agreement or to any other person or
party who is.not_a party to the Unit Agreement and this
agreement prqvided that any assignment is ﬁade expressly
subject to the terms, provisions and conditions of the Unit
Agreement aéﬁ of this agreement.

B. AIf Unit Operator sells all of its Working Interest
committed to the Unit Agreement and to this agreemer.t:, Unit
Operator shall reéign and a new Unit Operator shall be

selected as provided in the Unit Agrecement and.this agreement.



C. No tfansfer of any inperest by any Working Interest
Owner shall be effective unless the same is made expressly
subject to the Unit Agreement and to this Agreement and the
transferee agrees in writing to assume and perform all of
the obligations of the transferor under the Unit Agreement
and this agreement incsofar as said agreements relate to the
interests assigned.” Such assumption of obligations by such
transferee shall not be required in case of a transfer by
mortgage or deed of trust as security for indebtedness.

D. A transfer of any interest by any Working Interest
Owner hereunderAshall not be effective as betwéen the parties
hereto until the first day of the month following delivery
to the Unit Operator of the original or a certified copy of
the instrument of transfer conforming to the reguirements of
this Article. 1In no event shall a transfer of any interest
by any Working Interest Owner relieve the transferring
Working Interest Owner of any obligations which accrue or
have accruved hereunder prior to said effective date. Any
obligations assumed by the tfansferring Working Interest
Ownex to participéte in any drilling, deepening, plugging
back or reworking operations prior to the effective date of
such transfer shall be deemed to be an accrued obligétion
and shall be hinding upon the transferring Working Interest
Owner unless the transferree expressly assumes, in‘writing,
all of such odligations.

| XXIT.

WITHDRAWAL OF A WORKING INTERZIST OWNER

Any Wérking Interest Owner may withdraw from this
agreement %y transferring, without warranty of title, either
express or implied, to the other Working Interest Owners who
do not desire to withdraw, all of such withdrawing Working
‘Interest Owner's leasehold rights together with such Working

Interest Owner's interest in all Unit Equipment and in all



wells used in Unit Operations. Such transfer shall not
reliéve_the withdrawing Working Iﬁtergst Owner of or from
any obligatioﬁ or liability incurred prior to the date of
the delivery of the transfer, which delivery may be made to
the Unit Operator as agent for the transferees. The inﬁerest
transferred shall be owned by the transferees in proportion
to their respective Workirng Interests. The Transferees, in
proportion to the respective interests so acquired, shall
pay to the withdrawing Working Interest Owner, for its
~interest in such Unit Equipment, the het'éalvage value
thereof as estimated and.fixed‘by the Working intérest
Owners. After the date of the delivery of the transfer, the
withdrawing Working Interest Owner shall, as to such transferred
interest, be relieved from all further obligations and
liabilities hereunder and under the Unit Agreement, and the
rights of such Working Interest Owner hereunder and under
the Unit Agreement shall cease insofar as such rights existed
by virtue of the interest so transferred.

XXTIT.

SUBSEQUENT JOINDER

Prior to the commencement of any operations under the
Unit Agreement, all owners of working interest within the
Unit Area who have not become bound Ey the terms of the Unit
Aéreement shall have the right to join in this agreement by
subscribing to the Unit Agreement and this agréement and in
'the évent of such joinder, the Wprking Interests and the
Beneficial Intéresfs.of the parties hereto shall be revised
on the basisxsét forth in Article IV hereof to re%lect the
‘joinder by sugh additional Working Interést Owner or Working
Interest Owners and Exhibit "C" and "E" shall be revised
accord:ngly. After commencementlof any'operations on the

Unit Area under the Unit Agreement and/or this agreement,

any subsequent joinder to the Unit Agreement and to this
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agreement by any party owning a worxing interest in the Unit
Area shall be on such reasonable terms and conditions as the
Working Interest Owners who are then signatory parties
hereto and to the Unit Agreemnent may regquire under the
circumstances existing at the time that such subsequent
joinder is requestgd.

XX1IV.

LIABILITY, CLAIMS AND SUITS

A. The duties, obiigations and liabilities of Working
Intexrest Owners shall be severai and not joint or collective;
and nothing herein contained shall ever be construed as
creating a partnefship of any kind, joint venture, association
or trust among Working Interest Guwners.

B. Unit Operator may settle any single damage claim
or suit involving Unit Operations but not involving an
expenditure in excess of Two Thousand Five Hundred Dollars
($2,500.00) provided the payment is in complete settlement
of such claim oxr suit. If the amount required for settlement
exceeds the above specified amount, Working Interest Owners
shall assume and take over the further hzndling of the claim
or suit unless such authority is expressly delegated to Unit
Operator. All costs and expense of handling, settling, or
ctherwise discharging such claim or suit shall be an item of
Unit.Expense chargeablé to the Working Interest Owners. If
‘a claim is made against any Working Interest Owner or if
any Working Interest Owner is sued on account of any matter
arising from Unit Operations and over vhich such Working
Interest Owner individually hés no control because of the
rights given Working Interest Owners and Unit Operator by
this agreeméht and the Unit Agreement, the Working Interest
Owner shall immediately notify the.Unit Operator, and the
claim or suit shall be treated as any other claim or suit

involving Unit Operations.



X¥V.

INTERNAL REVENUZ PROVISIONS

Notwithstanding any proyisions herein that the rights
and liabilities of‘the parties hereunder are several and not
joint or collective, or that this agreement and operations
hereunder shall nct constitute a pértnership, if for Federal
incomé ta» purposes this agreement and the operations hereunder
are regarded as a partnership, then éach of the parties
hereto elects to bg excluded from the application of all of
the provisions of Subchapter K, Chapter 1, Subtitle A, of
the Internal Revenue Code of 1954, as permitted and authorized
by Section 761 of the Code and the regulations promulgated
thereunder. Unit Operator is hereby:authorized and directed
to execute on behalf of each of the parties hereto such .
evidence of this election as may be required b? the Secretary
of Treasury of the United States or the Federal Internal
Revenue Serxvice, 1including specifically, but not by way of
limitation, all of the returns, statements, and the data
required by Federal Regulationé 1.761;2(b). Should there be

any requirement that each party hereto further evidence this

<

election, each party hereto agreeé to execute such documents
and furnish such-other evidence as may be required by the
Federél Internal Revenue Service or as may be necessary to
e&idence thié election. Each party heretb further agrees
not to give anyv notices or take aﬁy other action inconsistenf
with the elecéion made hereby. If any present or future
income tax laws <f the state or stateg in which the Unit
Area is located, or any.future income tax law of the United
States, contain provisions similar to thoéé in Subchapter K,
Chapter 1, Subtitle A, of the Internal Revenue Code of 1951,
under which an election similar to that provided by Section
761 of the Code 1is permittéd, each of the parties agrees to

make such election as may be permitited or reguired by such
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laws. In making this election, each of the parties states
that the income derived by such party .rom the operations
under this agreement can be adeguately determined without
the-computatiqn 6f partnership taxable income.
XXVI.
) NOTICES
All notices reguired hereunder shall be in writing and

shall be deemed to have been properly served when sent by
mail or telegram with postage or charges prepaid to the .
address of the representative of each Working Interest Owner
as furnished to Unit Operator in accordance with Article IX
hereof.

XXViI.

SURRENDER OF TERMINATION Or INTEREST

No lease committed to the Unit Agresment oxr to thisA
agreement shall be surrendered in whole or in part unless
all Working Interest Owners signatory hereto consent to such
surrender. In the event any Working Interest Ownerx should
at any time desire to surrender any committed lease, or any
part thereof, and the other Working Interest Owners do not
agree or consent to such surrender, the Working Interest
Owner desiring to.surrendexr shall tender an assignment,
without any warranty, express or implied, of all of such )
“surrendering Wgrking Interest Owner's interest in such lease
to the other Working Interest Owners in the proportions of
such Working Interest Owﬁer's Working Interests. The Working
Interest OWﬁér desiring to so surrender its interest pursuant
to this Article XXVII shall givé sixty (60) days written
" notice of s@ch intention to all other Working Intergst
Owners. On or before the expiration of said sixty (60) day
periéd; each Working Interest dwner Sﬁal} notify thte Unit

Operator whether or not such Working Interest Owner desires

to accept the intexest sought to be assigned. If ali of the



Working Interest Owners are not willing to accept the assignment
of such interest, such assignment shall be made to those
Working'Intereét Owners willing to accept said assignment in
proportion to their respective Working Interest. Such
assiénment shall be free and clear of all liens and encurbrances
created after the date of this Agreement. Uéon the delivery
thereof, thé assigning Working Interest Owner shall be
relieved of all further obligations with respect to the
lease so assigned;.but such assignment shall not relieve the
assigning partv of any obligations which accrued or which
such assigning Working Interest Owvner assumed with respect
to such lease prior to the assignment thereof purguant to
this Article. Any assignment or surrender made under the
provisions of this Article XXVII shall not operate to reduée
or change the interest of the assigning Working Interest
Owner, as it was immediafely before the assignment, in the
b&lance of the Unit Area. Operations relating to any lease
assigned under the provisions of.this Article XXVII shall
thereafter be conducted by Unit Operatof for the aécount and
at the expense of the Working Interest Owners who accepted
such assignment.

XXVIII.

RELATIONSHIP OF THE PARTIES

No partnership, joint venture or mining partnership or
any other entity is intended or created by this agreemenﬁ,
and no act by any Working Intereét Owﬁer or Working Interest
Oowners shall operate to create such a relationship, nor
shall any of the provisions of this agreement be construed

or implied as creating such relationship for any purpose

whatsoever.
XXIX.
LAWS, RULES AND REGULATIONS
A. All of the provisions of this agreement are expressly

subject to all applicable laws, orders, rules and regulations
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of any governmental body or agency having jurisdiction in
the premises, and all operations contemplated hefeby shall
be conducted in conformity therewith. Any provisions of
this agreement which is inconsistent with any such laws,
orders, rules and regulations is'hereby modified so aé to
conform therewith; and ;his'agreement, as so modified, shall
continue in full force and effect.

B. In connection with the performancé of work under
this agreement, Unit Operator agrees to comply with all of
the provisiohs c¢f Section 202{1) to (7) inclusive-éf Executive
Order 11246 (30 F. R. 12319), as amended, a copy of which is
attached hereto as Exhibit "G".

| XXX.

FORCE MAJEURE

A. In the event any Working Interest Owner is rendered
unable, wholly of in part, by force majeure, to carry out
its obligations under this agreement other than the obligaticn
to make money payments due hereunder, it is agreed that upon
such Working Intzrest Owner giving notice with reascnably
full particulars of the force majeure, in writing or by
~telephone to the other Working Interest Owners within a
reasonable time after the occurrence of the cause relied
upon, then the obligations of the Workinngnterest Owner
“giving such notice, insofar as such obligations are affected
by such force ﬁajéure, shall be suspended during the continuance
of such fofce najeure, but for no longer. The cause of the
force majeure shall, so far as is reaéonably possible be
remedied wi£h all reasonable dispatch by the Working Interest
Ownex givinq.such notice. The term "force najeure" as employed
herein shall mean an act of God, strike, lockout, cr other indus-—
triél disturbance, act of the public enemy, war, blockade, public
fiot, lightning, fire, storm, flood, explosion, governmental
restraint, unavailability of equipment, and any other cause,
whether of the kind speéifically enunerated above or otherwise,
which 1is not reasonably withiﬂ the control of the party claiming

suspension.
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B. The settlement of strikes, lockouts or other labor
disputes shall be entirely within the discretion of the Working
Intereét Owner having such difficulty and the requirement that
any force majeure shall be remedied with all reasonable dis-
patch shall not‘require the settlement of strikes, lockouts,
or other labor difficulty against the will of the Working
Interest Owner having such difficulty.

C. - The term Working Interest Owner as used herein
shall also include the Unit Operator acting in its capacity
as Unit Operator.

XXXI;

ABANDONMENT OF OPERATIONS

Upon the te?mination of the Unit Agreemenﬁ, the following
will occur: |

A. All leasehold rights in each Tract committed
hereto shall no longer be affected by this agreement and
thereafter the Working Interest Owners contfibuting each
such Tract shall be governed by the terﬁs, provisions and
conditions of the lease(s), contract(s) and other instrument(é)
affecting the separate tracts.

B. The Werking Interest Owners of ahy Tract that
desire to take over and continue to operate any~wells located

thereon may do so by paying to the Unit Operator, for the

‘credit of the joint account of the Working Interest Owners

owning any sucﬁ well upon the termination of £his agreement,
the net salvag2 value of the cgsing and equipment in and on
the wells taken §ver as such value is estimated by Working
Interest Owners owning such well upon the termi;ation of

this agreemsnt. The Working Interest Owners taking over such
well agree.to plug each well in accordance with applicable
;uies and regulations at such ﬁime as it is abandoned.

| C. The ﬁnit Operator shall salvaée as mdch of the
casing and equipm%ﬁt in and on the wells not taken over by

Working Interest Owners of the separate Tracts as can

economically and reasconabtly be salvaged and shall cause the



wells to be pluégcd and abandoned in accordance with applicable
rules and regulations.
D. The Working Interest Owners owning any interest in

any salvaged material and equipment at the termination
hereof shall share in the cost of plugging and abandoning
operations, salvaging, ligquidation or other distribution of
such assets and properties in the proportion to their respective
ownership in such assets and property at the time of the
termination of this agreemenf.

XXXIT.

EFFECTIVE DATE AND TERM ~

A. This agreement shall ﬁscome effective on the date
and at the time that the Unit Agreement becomes, effective.
B. This agreement shall continue in effect so long as
the Unit Agreement remains in effect and thereafter until
1. 211 Unit wells have been plugged and abandoned
or turned over to the Working Interest Owners in accordance
with Article XXXI hereof, and
2. All Unit Equipment and real property acguired
for operations hefeunder have been disposed of by the Unit
Operator in accordance with instructions of the Working
Interest Owners owning an interest in such Unit Equipnent
and real property, and
3. There has been final accounting between the
parties hereto.

XXXIII.

COUNTERPART EXECUTION

A paréy may become a party to this agreement by executing
the origin%] of this instrument,.a counterpart thereof, or
other instrument, agfeeing to be bound by the provisions
hereof and this agreement shall be binding upon all parties
‘who have agreed to be bound by the terms hereof regardless

of whether this agreement is executed by all parties owning



an oil and gas léasehold interest.in the Unit Area. The

execution of any such instrument shall have the same effect

as if.all the‘parties had signed one and the same instrunent.
AXKXIV.

The heading set forth above any Article of this agree-
ment are for convenience only and shall in no manner be used
in construing or interpreting any provision of this agreement.

XXXV .

COVENANTS RUN WITH THE LAND

The terms, provisions and conditions hereof éhall be
covenants running with the lands, leases, and interests
covered hereby, and shall be binding upon and. inure to the
benefit of the respective heirs, devisees, legal representa-
tives, successors, and assigns of the partiés hereto.

XXXVI.

OTHER AGREEMENTS

Oon or before November 1, 1975, Unit Operator shall
commence operations for the drilling of the “"Initial Test Well"
at a lawful location of Operator's selection in the NE4SEY% of
" Section 28, Township 23 South, Rangé 29 East, N.M.P.M., Eddy
County, New Mexico, and thereafter prosecute the arilling of
said well with due diligence and in a good and workmanlike
manner to a depth‘sufficient to identify the Mérrow (Penn.)
-Fbrmation (the "objective depth") expected to be encountered
at approximately 14,000 feet beneath the surface. In the
drilling of'the initial test weil, Unit Operator shall make
reasonakle téSLs of ali formations encountered during drilling
and which gi%e indication of containing oil and gas in
guantities suificient to test. Such well shall be drilled
and completed by operator in a good and.workmanlike manner
and completed if a producer or plugged and- abandoned if a

dry hole.



If, in the drilling of the Initial Test Well, Unit
Operafor loses the hole or encounters mechanical or other
difficﬁlties rendering it impracticable in the opinion of
Unit Operator to drill the well to the objective depth, then
OperatorAshall have the option of commencing a "Substitute
Test Well" at a lawful location of Operator's selection on _
the unit area. Such suﬁstitute well shall be deemed to
comply with the drilling obligation herein and shall be
deemed in compliance with the terms for drilling the well
which it became Aecessgry té junk or abandonL

Working Interest Owners shall bear the entire cost,
risk and expense of drilling and completing or plugging and
abandoning the Initial Test Well (or Substitﬁte Test Well)
in accordance with the Working Interest Schedule set forth
on Exhibit "E" attached hereto and made a part herecof for
all purposes. In connection therewith, if_is recognized
that Ex#on Corporation, Amoco Production Company, Dow Chemical

Company, Eayes 0il Company, and Dalco 0il Company (sometimes

.referred to herein as the "Participating Interest Owners")

have assumed and agreed to bear proportionately the portion
of said costs as to the Initial Test Well (or the Substitute

Test Well) which would otherwise be allocable to Skelly 0il

- Company. In consideration of the payment of such expenses’

by the Participating Interest Owners, and in the event ’
cbmmercial production of 0il or gas is establishea in either
the initial *“est well or the éubstitute test well, the
Participating Intérest Owners shall earn the entire bene-
ficial intsrast of Skelly 0Oil Company as more particularly
identified on Exhibit "C" attached to this agreement and

made a part hereof for ali pufppses, with such Participating
Interest Owners being entitled to a prdportionate share of
Skelly 0il Company's beneficial interest during the "payout";

for said Initial Test Well (or the Substitute Test Well).



Said "payout" is defined to be the date on which the net
incqme, exclusive of proéuction, severance and sales taxes,
attributable to the interest of the Working Interest Owners
in the participating area allocated to said Initial Well or
Substitute Well shall equal all expenditures for the drilling,
testing, completing, equipping'and operating said well to
produce such amoungl During the period of such payocut,
Skelly 0il Company shall be entit%;d to an overriding royalty
of 1/16 of 8/8 of production from said Initial Well or
Substitute Weli, reducible in proportion to Skelly'oil
Company's beneficial interest, as reflected on Exhibit "C"
of this agreement, with such overriding royalty in favor of
Skelly 0Oil Company to be carved from the beneficial interest
allocated to Skelly 0il Company on Page 1 of Exhibit "C" of
this agreement.

Upon the event of payout, Unit Operator shall notify
Skelly 6f the same in writing. Skelly shall have thirty
(30) days after receipt -of such notice within which to make
an election to convert its said overriding royalty to a
working interest. If Skelly elects not to convert to a working
interést, then Skelly‘s overriding royalty interest shall
continue as to the Initial Test tlell at £he same réte_asAfor all
periods prior to payout. If Skelly_f%ils to give Unit Operator
notice within the thirty (30) days specified above, then Skelly
.shall be deemed to have elected not té cbnvert to a wo;king
interest.

_If Skelly elects to converh 1its overriding royalty interest
to a.WOrking Interest after payout, The Skelly 0il Company
overriding royalty shall terminate as to said Initial Well

or Substitute Well and Skelly 0Oil Company will be entitled

-
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to the beneficial interest credited to Skelly 0il Company on

Page 3 of Exhibit "C" attached hereto with the Participating
. Interest Owners entitled to retain to themselves a fifty percent (50
interest in the beneficiél interest creaited to Skelly‘oil

Company on Page 1 of Exhibit "C". Such conversion shall be
effective as of the day on which péyout occurs. Such

beneficial interest is to be allocated among the Partici-

pating Interest Owners in accordance with entries found on

Page 3 of Exhibit "é" attached hereto. The beneficial

interests for all Working Interest Owners for all wells

subsequent to the Initial Test Well or Substiﬁute Test

Well are to be as specified on Page 3 of Exhibit "C".

Likewise, if Skelly converts to a Working Interest in ) -
the Initial Test Well or Substitute Test Well,:all

costs and expenses of operations conducted in con-

nection with the Initial Test -‘Well (or Substitute Test

Well) after payout shall be borne by all Working Interest
Owners in accordance with the sécond Schedule'set out on
Exhibit "E" attached hereto. Also, all costs and expenses
incurred in drilling, tégéing, completing, equippingrand
operating or pluéging and abandoning of all wellé drilled
subsequent to the said Initial Test Well (or Substitute Test
Well)'shall 5e bocne-by all working interest owners in
accordance with- the second schedule set out on Exhibit "E"

attached hereto. ' ' S
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IN WITNESS WHEREOF, the parties hereto have caused this
agreement to be executed and set opposite theirx respective
names the date of execution.

UNIT OPERATOR AND VORKING INTEREST OWNER

EXXON CORPORATION 2%
Div, Ldmn.¢ LA PR

g
Div. Geol. /.~~~ ,

. / / IR &,’)/ e
BY: ’ d /‘//d—/b k- ST :t:-:z::“-_._:;,',_;

Date: Auqust 96, 1975 B. D. HOLLAND, ATTORNEY IN FACT

ADDRESS: P. O. Box 1600
Midland, Texas 79701

OTHER WORKING INTEREST OWNERS

ATTEST:
BY:
Date:
ADDRESS:
STATE OF TEXAS )
) SsS.
.COUNTY OF MIDLAND )

The fepregoing instrument was acknowledged before we
this = 2C 4% aday of  Miiczzey7 . 1975 , by
B. D. HOLTAND. PTTCPT"EV.IT'LPACT {/ of EXXON CORPOR]\TION, on

Notary Public

N T e .
/My Commission Expires:
S LENA P. JEWLE, 'NOTARY PUBLIC I8 AND FOR
7w te,”  THE COUNTY OF MIDLAND, STATE OF TEXAS.
Z, ,...c".-,MY.COs_‘ﬂé:S.ﬁl(_)N EXPIRES JUNE 1, 1977,
X NS
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EXIIIBIT "C"
Attached to and made a part of the Laguna Grande
Unit Operating Agreemecnt, Eddy County, New Mexico

Beneficial Interest Schedule Prior to Payout of Initial Test Well and After Payout of the Initial
Well in the Event Skelly Elects Not to Convert Overriding Royalty Interest to Working Interest

* Upon payout of $750.00 per acre for 679.59 acres, taken out of 5% overriding royalty,

ficial interest of all parties will be adjusted accordingly.

Percent of Overriding - Tract Total W. I,
Tract Tract W. I. Owned Tract Basic Overriding Royalty Royalty Bencficial Benceficial Cwners
Working Interest Owners No. Acres in Tract Net Acres Royalty-% Royalty=-% Acres Acres Acres Acres "Beneficial Int.
Exxon Corporation 3 2400.00 100 2400.00 12.5 7.5 300.00 180.00, 1920.00
. 4 2120.00 100 2120.00 12.5 4.0 265.00 84.80 1770.20 _
7 640.00 100 640.00 12.5 Ncne 80.00 None 560.00 4250.20 67.1363¢
Amoco Production | . |
Company 1 320.00 100 320.00 12.5 §750/AC 40.00 16.00 264.00 .
P.P.out
of 5%* .
10 560.00 100 560.00 18.75 None 105.00 None 455,00
11 40.00 100 40.00 18.75 None 7.5 None 32.5 751.5 11.8707
Dow Chemical . .

Company 2 600.00 .75 450.00 12.5 ‘None 56.25 None 393.75 393.75 6.2197
Hayes 0il Company 2 600.00 25 150.00 12.5 None Hw.qm None 131.25 131.25 2.0732
Phillips Petroleum .

Company 5 -.320.00 100 320.00 12.5 $375/AC Ao.oo 16.00 264.00 264.00 4.1702

P.P. out

of 2.5%%%*

2.5
Dalco 0il Companry 8 320.00 100 320.00 12.5 None  40.00 None 280.00 280.00 4.4229
.mxow~< 0il Company 9 320.00 100 320.00 18.75 None 60.00 None 260.00 260.00 4,1070**%
<emnmw Committed to Unit 7640.00 7640.00 1012.5 296.8 6330.70 .mwwd.qo 100.0000

said ORI terminates and the Bene-

.ok Upon payout of $375.00 per acre for 680.47 acres taken out of 2.5¢% overriding royalty, said ORI terminates and the Bene-

ficial interest of all parties will be adjusted accordingly.



* K Kk

The 4.1070 Beneficial Intercst allocable to Skelly 0il Company's Tract No. 9 is subject to farmout provisions as specificc
in Saoction XXXVI of this Agreement. In accordance therewith, Exxon Corporation, Amoco Production Compeany, Dow Cheumical
Company, Hayes 0il Company and Dalco 0il Company, (the Participating Interest Owncrs'") bear all costs attributable to

the Skelly 0il Company interest in connection with the drilling, testing, completing, eguiping and operating or plug-

ging and abandening of the Initial Test Well. The Participating Interest Owners will own the Skelly 0il Company Beneficial
Interest, subject to a 1/16 of 8/8 overriding royalty in favor of Skelly Oil Company reducible in proportion .to Skelly

0il Company's Beneficial Interest, until the Participating Interest Owners have recovered said costs. Upon the Participa-
ting Interest Owners recouping said costs, the interests spaecified on Page 3 of this Exhibit "C" will become effective.
During the payout period while said costs are being recouped, the Skelly 0il Company Beneficial Interest shall be owned

by the Participating Interest Owners in accordance with the proportionate burden of said costs borne by these

respective parties. This results in an incrcase in the Participating Intercst Owners Boneficial Interest and an ORI

to Skelly, with said 4.1070% allocated as follows: .

2.83823% ’

Exxon Corporation 73.71428% » 4.1070% less 73.71428% x .25669% =

Amoco Production Co. 13.14285% x 4.1070% less 13.14285% x .25669% = .50604%

Dow Chemical Company 6.42857% x 4.1070% less 6.42857% x .25669% = .24752% .
Hayes 0il Company 2.14286% x 4.1070% less 2.14286% x .25669% = .08251%

Dalco 0il Company 4.57143% x 4.1070% less 4.57143% x .25669% = _.17601%

3.85031% |
Skelly ORI =====-==  .25669% :

t-

TOTAL 4.10700%
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Initial Test Well if Skelly clects to Cenvert its 3<ownwmws@ wo<awﬁ<
to a Working Interest and wo:omwowmw Interest Schedule lor all
Subsequent Wells .

Percent of Overriding Tract Total W, I.
Tract Tract W. I. Owned Tract Basic Overriding Royalty Royalty Beneficial Beneficial Owners
wWworking Interest Owners No. Acres in Tract Net Acres Royalty-% Royalty-% Acres Acres Acrcsg Acres Beneficial Int.
Exxon Corporation 3 2400.00 100 2400.00 12.5 7.5  300.00 180.00  1920.00*
4 2120.00 100 2120.00 12.5 4.0 265.00 84.80 1770.20
7 640.00 100 640.00 12.5 None 80.00 None * 560.00 .
9 320.00 36.9520 118.2463 18.75 None = 22.17" None - 96.07 4346.27 68.6539
Amoco Production .
Company 1 320.00 100 320,00 12.5 $750/AC  40.00 16.00 264.00 :
: : P.P.out _
: of 5%% '
10 560.00 100 . 5€0.00 18.75 None 105.00 None . 455.00
11 40.00 100 40.00 18.75 None 7.5 None ' 32.°50
9 320.00 6.5104 20.8333 18.75 None 3.91 None | 16.94 768.44 12.1383
Dow Chemical )
Company 2 600.00 . 75 y 450.00 12.5 \ None 56.25 None 393.75
9 320.00 3.1978 10.2330 18.75 None 1.92  None 8§.31 402.06 6.3510
Hayes 0il Company 2. 600.00 25 150.00 12.5 None 1§.75 None 131.25 -
9 320.00 "1.0659 3.4107 18.75 None \»64  None 2.77 134.02 2.1170
Phillips' Petroleum . : o .
Company 5 320.00 100 320.00 12.5 $375/AC 40.00 16.00 264.00 264.00 4.1702
. P.P. out . _
2.5% . .
Dalco 0il Company 8 320.00 100 320.00 12,5 - None 40.00 None 280.00
. 9 320.00 2.273% © 7.2767 18.75 None 1.36 None 5.91 285.91 4.5161
Skelly 0il Company 9 320.00 50.000 160.00 18.75 None 30.00 None 130.00 130.00 2.0535
“Total Committed to Unit 7640.00 7640.00 . 1012.50 mma.mo 6330.70 6330.70 10C.0000
* Upon payout of $750.00 per acre for 679.59 acres, taken out of 5% overriding Howmwﬁws said ori terminates and tihe Bene-
fi~ial interest of all parties will be adjusted accordingly.
**  Upon payout of $375.00 per acre for 680.47 acros taken outr of 2.5% overriding royalty, sald: ori teiminates and the Bene-

ficial interest of all parties will be adjusted accordingly.
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EXHIBIT “.p"” .

ACCOUNTING PROCEDURE
JOINT OPERATIONS

Y. GEXERAL PROVISIONS
Definitions

“Joint Account” shall mean the account showing the charges and credits accruing because of the Joint Operaticns
anA which ere to be snared by the Porties.

“Joint Property” shall mean the real and personal property subjcct to the agrecment to which this Accounting
Procedure is attached. .

“Joint Operations” shall meuan all operations necessary or proper for the development, operation, protection and
maintenance of the Joint Property. :

“Operator” shall mean the party designated to conduct the Join! Operations.

v

“Non-Operators”™ shall mean the parties to this agreement other than the Operator.

“Parties” shall meuan Operator and Non-Operators.
“Aaterial” shall muean personal property, equipment or supplies acquired-or held for usc on the Joint Property.
“Contirollable dlaterial” shall be defined as set forth under the subparagraph selected below:

A. [y} Material which at the time is so classified in the Material Classification %anual as most recently rec-
cmmended by the Council of Petroleum Accountants Societies of North America.

B. [ ] Material which is ordinarily so classitied and controlled by Operator in the conduct of its operations.
List shall be furnished Non-Operators upon request.

Statements and Billings

Operator shzall bill Non-Operators on or before the last day of each month for their proportionate share of costs
and expenses for the preceding month. Such bills will be accompanied by statemeonts reflecting the toial charges
and credits as set forth under the subparagraph sclected below:

A. [ ] Statement in detail of all charges and credits to the Joint Account.

B. [ 1 Statement of all charges and credits to the Joint Account, summarized by appropriate classificalions
indicative of the nature thereof. .

.. [X] Statement of all charges and credits to the Joint Account., summarized by appropriate classification
indicative of the nature thereof, except that items of Controllable Material and unusual charges and
credits shall be detailed. . 0

P

Advances and Payments by Non-Operators

Unless otherwise provided for in the agreement, the Operator may require the Non-Operators to advance their

share of estimated cash outlay for the succeeding month's operation. Operator shall adjust cach monthly billing to

reflect advances received from the Non-Operators. -

ach Non-Opcrator shall pay its proportion of all bilis within fifteen (15) days after receipt. If payment is not

made within such,time, the unpaid balance shall bear interest monthly at the rate of ten per cent (105%) per annum
or the maximum contract rate permitted by the applicable usury laws in the state in which the Joint Property is
located, whichever is the lesser. » .

Adjustments

Payment of any such bills shall not prejudice the right of any Non-Operater to protest or question the correctress
thereof; provided however, all bills and statements rendered to Non-Operalors by Operator during any caleadar
year shall conciusively be presumcad to be true and correct after twenty-four (24) montns following the end of
any such calendar year, unless within the said twenty-four (24) month pericd a Non-Operator tukes written
exception thereto and makes claim on Operator for adjustment. No,adjusiment favorable to Operator chall ke
made unless it is made within the same prescribed period. The provisions of this paragraph shall not prevent
adjustments resulting from a physical inventory of the Joint Property as provided for in Section VIIL

Audits

£ Non-Operator, upon notice in writing to Operator and all other Non—()pcrators, shall have the right to audit
Operator’s accounts and records relating to the accounting t ereunder for any calendar year within the twentyv-four
{24) month period following the end of such calendar year; provided however, the making of an audit shall not
extend the time for the taking of written exception to and the adjustments of accounts as provided for in Paragraph
4 of this Scction 1. Where there are two or more Non-Operators, the Non-Operators shall make every reasonabdle
eftort to conduct joint or simultaneous audits in a manner which will result in 2 minimum of inconvenicnce to the
Operator. Operator shall bear no portion of the Nén-Operacors’ audit cost incurred under this paragraph uniess
agreed {o by the Operator.

Approval by Non-Operators

Where an zpproval or other agreemient of Non-Operators is expressly required under Paragraphs 54, 52, 6A and
8 of Section 11, Section IIT, Section V, Section VI, and Paragraph 4 ¢f Section VII, of this Accounting Procedure and

if the agreement to which this Accounting Procedure is attached contains no contrary provisions in re_ard theretd,
the Operator shall notify all Non-Operators and the agreement or approval of a majority in intcrest of the Non-

. 3 e iyn s - T - Car . . . )
Operators shall be contrelling on all Non S)pera.o‘a. The Provisions of this Paragraph shall not
apply to Paragrazh 7, Section IIX.
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II. DIRECT CHARGES

Opcerator shall charge the Joint Account with the following items:

1.

2.

3.

Rentals and Royalties

Lease rentals and royalties paid by Ogperator for the Joint Operations.

Labor ’

A. (1) Salaries and wages of Operator’s employees dircctly employed on the Joint Property in the conduct of
Joint Operations. ’

(2) Salaries of first-level supervisors in the field if such charges are excluded from overhead rates in Option
A of Section III.

(3) Salaries and wages of technical employees temporarily assigned to and directly emgloyed on the Joint
Property if such charges are excluded from overhead rates in Option B of Section I1L

(4) Salaries and wages of technical emplovees either temporarily or permanently assigned to and directly
employed in the operation of the Joint Property if such charges are excluded from overhead rates in
Option C of Section IIL

B. Operator’s cost of holiday, vacation, sickness and disability benefits and other customary allowances paid to
the employeces whose salaries and wages are chargeable to the Joint Account under Paragcraph 2A of this
Section II and Paragraph 1A of Section III; except that in the case of those employees only a pro vata partion
of whose salaries and wages arc chargeable to the Joint Account under Paragraph 1A of Section I, not more
than the same pro rata portion of the benefits and allowances herein previded for shall be charged to the Joint
Account. Cost under this Paragraph 2B may be charged on a “when and as paid basis” or by “percenta
assessment” on the amount of salaries and wages chargeable to the Joint Account under Paracraph 2A of u\l)
Section II and Paranraph 1A of Section III. If percentage assessment is used, the rate shall be based on the
Operator’s cost experience.

C. Expenditures or contributions made pursuant to assessments imposed by governmental authority which are
applicable to Operator’s labor cost of saiaries and wages chargeable to the Joint Account under Paragraphs
2A and 2B of this Section II and Paragraph 1A of Section III.

D. Reasonable personal expenses of those employees whose salaries and wages are chargeable 1o the Joint Ac-
count under Paragraph 2A of this Section II and for which expenses the employees are reimbursed under
Operator's usual practice.

Employce Benefits

Opecrator's current cost of established plans for employees’ group hfe insurance, hospitalization, pension, retire-
ment, stock purchase, thrift, bonus, and other benefit plans of a like nature, applicable to Operator’s labor cost

chargeable to the Joint Accoum under Paragraphs 2A and 2B of this Section II and Paragraph 1A of Section 111
shall be chargeable as indicated in thie subparagraph selected below:

A. [ 1 Operator’s actual cost. —Twenty )
B. [x] Operator’s actual cost not to excced fifteen per cent ($555).
Material

Material purchased or furnished by Operator for use on the Joint Property as provided under Section iV. So far
as it is reasonably practical and consistent with efficient and economical eperation, only such Material shall bLe
purchased for or transferred to the Joint Property as may be required for immediate use; and the accumulation of
surplus stocks shall be avoided.

Transportation .

Transportation of employces and Material necessary for the Joint Operations but subject to the foilowing limita-

tions:

A. If Material is moved to the Joint P'roperty from the Operator’s warehouse or other properties, no charge shall
be made to the Joint Account for a distance greater than the distance from the nearest reliable supply store,
recognized barge terminal, or railway receiving point where like materxal is normally available, unless
agreed to by Operator and Nor-Operators.

B. If surplus Material is moved to Operator’s warehouse or other storage point, no charge shall be made to the
Joint Account for a distance greater than the distance to the nearest reliable supply store, recoznized barge
terminal, or railway receiving point unless agreed to by Operators and Non-Operators. No charge shall be made
_to the Joint Account for moving Material to other properties belonging to Operator, unless agreed to by Operator
and Non-Operators.

C. In the application of Subparagraphs A and B above, there shall be no equalization of actual gross trucking
costs of $100 or less.

Services ,

A. The cost of contract services :nd utilities procured from outside sources other than services covered by Para-

graph 8 of this Section II-and Paragraph 1B of Section III. The cost of professional consultant services shall
not be charged to the Jomt Account unless agreed {o by Operator and Non-Operators.

B. Use and service of equlpmcnt and facilities furnished by Operator as provided in Paraﬁx;uph 5 of Section IV.

.Damages and Losses to Joint Property

All costs or expenses neces:arv‘fm the repair or replacement of Joint Property made necessary because of damages
or losses incurred by fire, flood, storm, theft, accident, or other cause, except to the extent that the damage or loss
could have been avoided through the exercise of reasonable diligence on the part of Operator. Operator shall
furnish Non-Operators written notice of damages or Josses incurred as soon as practicable after a report thercof
has been received by Operator.

wegal BExpense

All costs and expenses of handling, Investigating, and settling litigation or claimes arising by rcason of the Joint
Operations or necessary to protest or recover the Joint Property, including, but not limited to, attcrney’s fees,
court costs, cost of investigation or procuring evidence and amounts paid in sett!lement or satisfaction of any such
Litgation or claims; provided, (a) no charge shal! be made for the services of Opeorator’s legal rtaff or other reg-
ularly employed personnel (such services being considered to be Administrative Overhead under Section III),
unless agreed to by Operator and Non-Operators, and {(b) no charge shall be made for the fecs and expenses of
outside attorneys unless the employment of such attorneys is agreed 1o by Operator and Non-Opezrators.

Taxes ‘ ’

All {axes of every kind and nature assessed or levied upon or in connection with the Joint Propevty, the operation
thereof, or the production therefrom, and which taxes have been paid by the Operator for the benefit ¢f the
Parties.
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10. Insurance

Net premiums paid for insurance required to be carried on the Joint Property for the protection of the Partios.
In the event Joint Operations are conducted in a state in which Operator may act as self-insurer for Workmen's
Compensation and/or Emplovers Liability under the respective state’s laws, Operator may, at its election, include
the risk under its sclf-insurance program and in that event, Operator shall include a charge therefor on the follow-
ing basis:

11. Other E\pondltures

Any other C\pendxtu.e not covered or dealt with in the foregomq provisions of this Section II, or in Sectiion III,
and which is incurred by the Operator for the necessary and propsr conduct of the Joint Operations.

III. INDIRECT CHARGES

Operator may charge the Joint Account for indirect costs either by use of an allocation of distriet expense items plus
the rate for administrative overhecad, and plus the warehousing charges, all as provided for in Paragraph 1 of this Sce-
tion I or by combining all three of said items under the rates provided for in Paragraph 2 or 3 of this Scetion IiI,
as indicated next below: ) '

OPERATOR SHALIL CHARGE INDIRECT éOSTS TO THE JOINT ACCOUNT UNDER THE TERMS QF:
{ 1 Paragraph l. (District Expense. Administrative Overhead and Warchousing)
[X 1 Paragraph 2. (Combined Rates - Weu Basis)
[ 1 Paragraph 3. (Combined Rates - Percentage Basis)

The cost and expense of services from outside sources in connection with matters of taxation, traffic, accounting or
matters before or involving governmental agencies shall be considered as included in the overhead rates provided for

. in the above selected Paragruph of this Section III unless such cost and expense are agreed to by Operater and Non-

Operators as a direct charge to the Joint Account.

THE OVERHEAD RATES PROVIDED FOR IN ANY OF THE PARAGRAPIIS SELECTED ADOVE

A, [ ] shall [X] shall not include salaries and personal expenses of first-level supervisors in the field.

B. [ ] shall { ] shall not include salaries, wages and personal expenses of technical employees temporarily as-
signed to and directly employed on the Joint Property.

C. Ix) shall [ ] shall not include salaries, wages and personal expenses of technical employces either tempo-
rarily or permanently assigned to and directly employed in the operation of the Jomt
Property.

1. District Expense, Administrative Ovethead and Warehousing
A. District Expense

Operator shall charge the Joint Account with a pro rata portion of the salarics, wages and exponses of
Operator’s production superintendent and other emp’owce\ serving the Joint Property and other pioperties
of the Operator in the same operating area, whose time is not allocated directly to the properties, and a pro
rata portion of the cost of maintcining and operating a production office known as Operator's .

office located at or necar e m e e e
(or a comparable office if location changed); and neccessary sub-offices (if avxy) mamtamed for the conven-
ience of the above-described office, and all necessary camps, including housing facilities for employees if
required, used in connection with the operations of the Joint Property and other properties in the same
operating area. The expense of, less any revenue from, such facilities may, at the option of Opecator, include
depreciation of investment or a fair monthly rental in licu of depreciation. Such charges shall be apportioned
to all properties served on some equitable basis consistent with Operator’s accounting practice.

B. Administra tWe Overhead’

Operator shall charge administrative overhead to the Joint Account at the following rates, which charge <h1 f
be in lieu of the cost and expensc of all offices of the Opearator rot covered by Paragraph 1A of this Seccticn
111, including salaries, wages and expenses of personnel assigned to such offices. Such charge shall be in addi-
tion to the salaries, wages and expenses of employees of Operator authorized to be cherged direct as provided
in Paragraphs 2 and 8 of Section II. Such charge shall be made on the basis indicated bolu\» cither (1} we.l
basis or (2) percentage basis, at the rates shown tner;under

(1) [] Well Basis
_RATE PER WELL_PER MONTII

DRILLING WELL RATE PRODUCING WELL RATE
(Use Total D..pth) {Use Curreat Producing Dopth}
Wc" Dcpfh Each Wcll First Five -7 Neaxt Five All Wells Over Ten

(2) [ ] Percentage Basis -

PERCENTAGE 1}ASIS

Developmcnt:

__________________________ Percent ( %) of the cost of oevclop ment of the Joint Property exclusive of costs pro-
vided u~der Paragragh 8 o0 Section IT and all salvage credits.

Operating:

--------------------------- Percent ( ) of the cost of operating the Joint Property exclusive of costs provided
under Paragraphs 1 and 8 of Section II, all salvaze credits, the value of injected substances purchused for
secondary recovery and all iaxes and assessmenis which are levied, assessed and paid upon the mincal
interest in and to the Joint Property
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C. Operator's Warcehouse Operating and Maintenance Expense
[ 1 Includedin district expense
{ 1 Nocharge either direct or indirect
[ ] Percentage basis (describe fully) o

2. Combined R'\tcs - “cll Basxs

Operator shall charge the Joint Account for the services covered by Paragraph 1 of this Section III on the basis
indicated below:

RATE PER WFELL PER MONTH

DRILLING WELL RATE * PRODUCING WELL RATE
) (Use Total Depth) (Us2 Current Producing Dopth)
Well Depth Each Well First Five Next Five All Wells Over Tea
ALL. _..$22h0 _se3h $22h

3.. Combined Rates - Percentage Dasis

Operator shall charge the Joint Account for the services covered by Paragraph 1 of this Saction III on the ba
indicated below: ’

W

si

PERCENTAGE BASIS

A. Development:

__________________________ Percent ( cz) of the cost of development of the Joint Property exclusive of costs pro-
vided under Paragraph & of Sectxon II and all salvage credits.

3. Operating: P
__________________________ Percent ( ¢5) of the cost of operating the Joint Property exclusive of costs provided

. - .« . +¢ -
under Povagraphs 1 and 8 of Section 1I, all salvage credits, the value of injected substances purchased for
secondary recovery and all taxes and assessments which are levied, assessed and paid upon the mineral
interest in and to the Joint Property.

4. Application of Administrative Overhcad or Combined Rates - Well Basis

The following limitations, instructions and charges shall apply in the application of the rates as provided under
either Paragraph 1B (1) or Paragraph 2 of this Section IIL
A. Charges for drilling wells shall begin on the date each well is spudded and terminate on the date the drilling or
completion rig is released, whichever is later, except that no charge shzll be made during the suspension of
drilling operations for fifteen (15) or more consecutive days.
B. The status of wells shall be as follows:
(1) Producing gas wells, injection wells for recovery operations, water supply wells utilized for waterflood-
ing operations and salt water disposal wells shall be considered the same as producing oil wells.
(2) Wells permanently shut down but on which plugging operations are deferred shall be dropped from the
well schedule at the time the shutdown is effected. Any well being plugged or produced during any
portion of the month shall be considered as a producing well for the entire month.

(3) Wells being plugged back, drilled deeper, converted to a source or input well, or which are undm«"omo
- any type of workover that requires the use of a drilling rig or workover rig capable of drilling shall
be considered the same as drilling wells.

(4) Temporarily shut-down wells, which are not produced or worked upon for a period of a full calendar
month, shall not be included in the well schedule, provided however, wells shut in by governmental
regulatory body shali be included in the well schedule only in the event the allowable production is
transferred to some other well or wells on the Joint Property. In the event of a unit allowable, shut-in
wells shall be counted in determining the charge hereunder for such month if said wells contribute zllow-
able production that is actually produced during such month from one or more unit wells as a result of
allowable transfer, inclusior. in the unit allowable or other circumstances, but the total shut-in well count
shall be limited to the minimum number of shut-in wells necessary to provide the contributed allowable
actually produced during the month.

{(5) Gas wells shall be included in the well schedule if directly connected to a permanent sales outlet even
though temporarily shut in due to overproduction or failure of-purchaser to take the allowed production.

(6) Wells completed in multiple horizons, shall be ctonsidered as a producing well for each separately pro-
ducing horizon, providing ¢ach completion is consldeled a separate well by governmental or other state-
wide regulatory authority.

C. The well rates for producing wells shall be applied to the 1nd1v1dml leases; provided that, whenever leases
covered by this agreement are operated as a unitized project, the well rates shall be applied to the total
number of producing wells, irrespective of individual leases. beginning with the year ]_9"(6,

D. The well rates shall be adJust d as of the first day of April each V(""I/f()}kﬁ‘i’i“—t—i‘("{“ff{'tﬁ'{vc—&zrte—ﬁf'-{hc
agweme';t—to-“h-}oh-QH-,-AecGemt_ms—P—reeedmoacmwraehed- The adjusiment shall be computed by multiplying
the rate currently in use by the percentage increase or decrease in the average weekly earnings of Crude
Petroleum and Gas Productio- Workers for the last calendar year compared to the preceding calendar year
as shown by.“The Index of Average Weckly Earnings of Crude Petroleum and Gas Production Workers”
as published by the United States Department of Labor, Bureau of Labor Stitistics, or the couivalent Canadisn
Index as published by the Dominion Burcau of Statistics, as applicable. The adjusted rates shall be the
rates currently in use, plus or minus the computed adjustment.

5. Application of Adminisirative Overhead or Coinbincd Rates - Percentage Basis :
For the purpose of determining charges on a Percentage Basis under Paragraph 1B (2) or Pzragraph 3 of this
Section 111, Development shall include all costs in connection with drilling, redrilling, deepening or any remedial
operations on any or all wells involving the use of drilling crew and cquipment; also, preliminary expenditures
neccsqaly in preparation for drilling and expenditures incurred in abandoning when well is not completed as a
producer; ard original cost of construction or installation of fixed assets, the expansion of fixed assets ancd any
otl.er proiect clearly discernible as a fixed asset, except Major Corfstruchoz. as defined 1n Paragrapb € of this
Section 1II. All other costs shall be considered as Operating.

6. Major Construction Overhead
For the construction of compressor plants, water stations, sccondary recovery systems, drilling and prorluctxu
platforms, salt water disposal facilities, and other such projects, as distinguished from the more usual drilling
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and producing opcrations, Operater in addition to the Administrative Overhead or Combined Ra'es provided for in
pdmgxpph 1. 2 or 3 of this Se':'on 1T shall either negotiate 2 rate prior to beginning of construction or shall charze
the Joint Account with an additional overhead charoe as fouow~-

A. ‘'Total cost less . than $25,000, no charge.

B. Total cost more than $25,000, but less than $100,000, .5 ¢, of total cost.

C. Total cost of $1G0,000 or move, ... 5 ... € of the first $100,600 plus . ... .. .2 S of ail over 100,000
of total cost. ) '

Total cost shall mncan the total gross cost of any one project. For the purpose of this paragraph the component parts

of a single projeet shall not be treated scparately and the cost of drilling wells shall be excluded.

Amendment of Rates

The specilic rates provided for in this Section III may be amended from time to time by mutual ugrcemcnt between
the Partics hetete if, in practice, the rates are found to be insufiicient or excessive. Amendment of Rates
shall require approval of 100% of the interest of the Non-Operators.

1V. BASIS OF CHARGES TO JOINT ACCOUNT

Subject to the further provisions of this Section IV, Operator will procure all Material and services for the Joint
Property. At the Operator’s option, Nen-Operators may supply Material or services for the Juint Property.

1.

3.

5. Eyuipment and Facilities Furnished by Operator

Purchases
Material purchased and service procured shall be charged at the price paid by Operator after deduciicn of all
discounts aclually recceived.

Material furnished [rom Operator’s Warchouse or Other Properties
A.  New Material (Candition “A’)

(1) Tubular goods, except line pipe, shall be priced on a maximum carload and /Jor barge load weight basis
regardless of cuantity transferced and eaualizad to the lowest prevailing prxce f.ob, railvray receiving
point or recognized barge termingl nearest the Joint Property where such Material is rormelly avail-
able effective at date of transier. _

(2) Line pipe shall be priced at the current replacement cost effective at date of transfer from a reliable
supply store nearest the Joint Property where such Material is normally available if the movement is
less than 30,000 pounds. If the movement is 30,600 pounds or more, it shall be priced on the same
basis as casing and tubing under Subparagraph (1) of this paragraph.

(3) When the Operator has equalized actual hauling costs as provided for in Paragraph 5 of Section II,
Operator is permitted to include ten cents (10¢) per hundred-weight on all tubular goods furnished
.from his stocks in lieu of loading and unloading cosis sustained.

(4) Other Material shall be priced at the current replacemont cost of the same kind of Material, efiective
at date of movement and f.o.b. the supply store or railway receiving point nearest the Joint Property
where MMaterial of the same kind is ncrmally available.

(5) The Joint Acccunt shall not be credited with cash discounts applicable to prices provided for in this
Pavagraph 2 of Scction IV.

B. Used Material (Condition “B" and “C”)

(1) Material in sound and serviceable condition and suitable for reuse thhout reconditioning. shall be
classified as Condition “B” and priced at seventy-five per cent (75¢¢) of the current price of new
Material. ’

{2) Material which is not suitable for its original function until after reconditioning shall be furnished to
the Joint Account under one of the t{vo methods defined below:

(a) Classified as Condition “B” and priced at seventy-five per cent (755 ) of the current price of new
Materiul. The cost of reconditioning shall be absorbed by the Operator of the transferring propeviy,

(b) Classified as Condition “C” and priced at fifty per cent (50¢.) of current price of new Material.
The cost of reconditioning also shall be charged to the receiving property, provided Condition
“C” value, plus cost of reconditioning, does not exceed Condition “B” value.

(3) Obsolete Material or. Material which cannot be classified as Condition “B” or Condition “C" shall te
priced at a value commensurate with its use. Material no longer suitable for its original purpose but
. usable for some other purpose, shall be priced on a basis comparable with that of items rormally used
for such other purpose. : .
(4) Material involving evection costs shall be charged at applicable percentage of thecurrent knocked-down
price of new Material:
Premium Prices
Whenever diaterial is not readily obtainable at prxcvb specified in Paragraphs 1 and 2 of this Section IV becau\&
of national! emergencies, strikes or cther unususl causes over whiclv the Operator has nu control. the Oporat
may charge the Joint Account for the reqguired Material at the Operator’s actual cost incurred in procuring sue™
Material, in making it suitable for use, and in moving it to the Joint I'roperty, pl ovided, that notice in writing
is furnished to Ncon-Operators of the proposed charge prior to billing Non-Opezrators for such Material ach
Non-Operater shall have the right, by so elzcting and notifying Operator within 10 days after razciving notice
from Operator, to furnish in kind all ov part of his share of such Material suitable for use and acceptable to
Qporator. . :
Warranty of Material Furnished by Operator . .

Operator does not warrant the Material furnished. In case of defective Material, credit shall not be passed
to the Joint Account uniil adjustinent has been received by Operator from the manufacturers cr their agents.

.

A. Opcrator shall ch'ng.. the .,om. Account for use of equipment and facilities at rates commensurate with
cost of ownership and operation. Sucnh rates shall include cost of maintenance, repairs, other operating
expense, insurance, taxes, depreciation, and interest on investiment not to exceed six per ceat (671) per
annum, provided such rates shall not exreod thize currently prevailing in the immediate arven within which
the Joint Properiy is located, In lieu of rates bused on costs of owrnership and uperation of equipment, othe
than automwotive, Operater meay clect to use comn iz s prevailing in the arca of the Joint Property
less 207¢; for automotive eguipmaent, rates as pus! by the Petroleum Motor Tramsport Association
may be used. Rates for laboratory services =ha exceed those currently prevailing if pecforamed by

i
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outside service luboratories, Rates for trucks, tractors and well service units may include wages and ex.
oenses of operator. ’

B. Whenever requested, Operator shall inform Non-Operators in advance of the rates it proposes {o charge

ge.

C. Rates shall be revised and adjusted from time to time when found to be either excessive or insufficient

V. DISPOSAL OF MATERIAL

The Opervator may purchase, but shall be under no obligation to purchase, interest of Non-Opsarators in surplus
Condition “A” or “B” Material. The disposition of surplus Controllable Material, not purchased bx Operator, shait
be agrced to by Operator and Non-Operators, provided Operator shall dispose of normal accumulations of junk and
serap Material either by transfer or sale from Joint Property.

1. DMaterial Purchased by the Operator or Non-Operators. )
Material purchased by either the Operator or Non-Operators shall be credited by the Operator to the Joint Account
for the month in which the Material is removed by the purchaser.

2. Division in Kind
Division of Material in kind, if made between Operator and Non-Operators, shall be in proportion to the respective
interests in such Material. The Perties will thereupon be charged individually with the value of the Material
received or receivable. Proper credits shall be made by the Opergtor to the Joint Account.

3. Sales to Outsiders

Sales to outsiders of Material from the Joint Property shall be credited by Op°x ator to the Joint Account at the
net amount collected by O»erator from vendee. Any claim by vendee related to such sale shail be charged back
to the Joint Account if and when paid by Operator.

VI. BASIS OF PRICING MATERIAL TR:\NSFERRED FROM JOINT ACCOUNT

Material purchased by either Operator or Non-Operators or divided in kind, unless agreed. to by Operator and Non-

Operators shall be priced on the following basis:

1. New Price Defined
New price as used in this Scction VI shall be the price specified for new Material in Scction IV.

2. New DMaterial
New Material (Condition “A”), being new Material procured for the Joint Property but never used, at one
hundred per cent (1005 ) of current new price (plus sales tax if any).

3. Good Used Material

Good used Material (Condition “B”), being used Material in sound and serviceable condition, suitable for reuse
without reconditioning:

A. At seventy-five per cent (759%) of current new price if Material was charged to Joint Account as new, or

B. At sixty-five per cent (635) of current new price if Material was originally charged to the Joint Account
as sccondhand at seventy-five per cent (759¢) of new price.

4. Other Used Material
Used Material (Condition “C”), at fifty per cent (50%) of current new price, being used Material which:
A. Is not in sound and serviceablz condition but suitable for reuse after reconditioning, or
B. Is serviceable for original function but not suitable for reconditioning.
5. Bad-Order Material
‘Material (Condition “D"), no longer suitable for its original purpose thhout excessive repair cost but usable for
some other purpose at a price comparable with that of items normally used for stch other purpose.
6. Junk Material
Junk Material (Condition “E"), bteing obsolete and scrap Material, at prevailing prices.
7. Temporarily Used Material
When the use of Material is temporary and its service to the Joint Projerty does not justify the reduction in

price as provided for in Paragrarh 3B of this Section VI, such Material shall be priced on a basis that will leave
" a net charge to the Joint Account consistent with the value of the service rendered.

VII. INVENTORIES

The Operator shall maintaiﬁ detailed records of Controllable Material.

1. Periodic. Invenfories, Notice and Representation ]
At reasonable intervals, inventories shall be taken by Operator of the Joint Account Controllable Material.
Written notice of intention to iake inventory shall be given by Operator at least thirty (30) davs before any
inveniory is to begin so that Non-Operators may kte represented when any inventory is taken. Failure of
Non-Operators to be represented at an inventory shall bind Non-Opcrators to accept the inventory taken by
Operator.

2. Reconciliation and Adjustment of Inventories
Reconciliation of inventory with the Joint Account shall be made, and a list of overages and shortages shall be
furnished to the Non-Operators. Inventory adjustments shall be made by Operator with the Joint Account for
overages and shortages, but Ogerator shall be held accountable to Non- Operators only for short. gos due to lack
of reasonable diligence. .

3. Spccml Inventories
Spccnal Inventories may be taken whenever there is any sale or change ol‘ interest in the Joint Property. It shall
be the diuty of the party selling to notify all other Parties as quickly as possible after the transfer of intorest
tekes place. In such cases, both the seller and the pucrchaser shall be governced by such inventor:.

4, Expense of Conducting Periodic Inventories
The expense of conducting periodic inventories shall not be charged to the Joint Account unless agreed to by
Operator and Non-Operators. -
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EXHIBIT e .

Attached to and made a part of the Laguna Grande
Unit Operating Agrecment, IEddy County, New Mexico

WORKING INTEREST SCHEDULE

All costs and expenses incurred in the drilling, testing, completing and equipping or plugging and abandoning thc
Initial Test Well, and, if such well is a producer, all operating costs incurred during the time that the "Parti-
cipating Interest Owners" (as identified in Exhibit "C" and Section XXXVI. of this Agrecment) are recouping costs
of said Initial Test Well as provided in Section XXXVI. of this Agreement, shall be bornc and paid as follows:

~

: . Exxon Corporation 67.539267% + 73.71428% x 4.188482% = 70.626776%
. Amoco Production Company 12.041884% + 13.14285% X 4.188482% = 12.592370%

Dow Chemical Company © 5.890052% + 6.428571 x 4.188482% = 6.159312%

Hayes 0il Company : 1.963351% + 2.14286% x 4.188482% = 2.053104%

Phillips Petroleum Company 4.188482% . = 4.188482%

Dalco 0il Company 4.188482% + 4.57143% x 4.1884382% = 4.379956%

Total 100.000000%

All costs and -expenscs of all opecrations conducted in connection with the Initial Test Well drilled after the time
the "Participating Interest Owners" have rccouped costs of the Initial Test Well as provided in Section XXXVI, of
this Agreement, glso all costs and expenses incurred in drilling, testing, completing, equipping and operating or
plugging and abandoning of all wells drilled subsequent to said Initial\Test Well shall be borne and paid. as follows:

Exxon Corporation 67.539267% + 73.71428% x 2.094241% = 69.083021%
Amoco Production Company 12.041884% + 13.14285% x 2.094241% = 12.317127%
Dow Chemical Company 5.890052% + 6.428571 x+2.094241¢ = 6.024G6862%
Hayes 0il Company 1.963351% + 2.14286% x 2.094241% = 2.008228%
Phillips Petroleum Company 4.188482% . . =" 4,183482%
Dalco 0il Company 4.188482% + 4.57143% x 2.094241% = 4.284219%
Skelly 0il Company 2.094241% = 2.0094241%

Total 100.000000%

NOTE: As to the Initial Test Well, the foregoing mmmcEWm Skelly Oil Company will elect to convert its
overriding royalty to a working interest on payout of that well. If Skelly 0il Company does not so eclect,
the costs and expenses of all operations for the Initial Test Well after payout will continue to be allocated

on the same basis as before payout.
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EXHIBIT “p¢
GAS BALANCIYG AGREEMENT
FOR GAS WELL PRODUCTION

1. Each party shall have the right to take in kind and separately
dispose of its proportionate share of the gas produced from the Unit Area
and shall be entitled to an opportunity to produce its fair share of the
allowvable production from a gas well (including lawful tolerances) estab-
lished by appropriate regulatory authority.

2, It is the intent that each party be entitled to gas produced in
the proportion that its ownership interest bears to the sum of the owner-—
ship interests. It is the intent that the Unit Operator have the duty of
controlling gas well production and the responsibility of administering
the provisions of this agreement. Unit Operator shall cause deliveries to
be made to the gas purchasers at such rates as may be required to give effect
to the intent that the gas production accounts of all parties are to be
brought irnto balance under the provisions contained herein.

3. To give effect to the intent of this agreement, the Unit Operator
shall be governed by the following rights of each party:

(a) When the well's current production is less thzan the
well allowable duc to either the capacity of the wall to
produce or the Unit Operator causing the well to produce
below allowable in order to properly balance well allow-
able overproduction:

(1) Each underproduced party (a party who has

taken a lesser volume of gas than the quantity

such party is herein entitled) shall have the right

to take a greater amount of gas than its proportionate
share ‘of the well's current production, provided that

the right to take such greater zmount shall be in pro-
portion that its interest bears to the total interest

of all undervroduced parties desiring to take npore than
their proportionate share of the well's current production.

(2) Each overnroduced party (a party who has

taken a greater volume of gas than the quantity
such party is herein entitled) shall reduce its
respective take in the proportion that such party's
interest bears to the total interest of all over-
produced pa:ties, but in no event shall any over-
produced party be required to reduce its take to
less than seventy-five percent (75%) of such over-
produced party's proportionate share of the well's
current prciuction.

(b) When the well's current production is less than the
well allowable due to combined pipeline takes or for rea-
sons other than in subparagraph (a) above: \

(1L Each underproduced party shall have the right
as in subparagraph (a) (1) above.
~

(2) Each overproduced party shall reduce its
respective take in the proportion that such party's
interest bears to the total interest of all over-—
produced parties, but in no event shall any
- overproduced party be required to reduce its

take to less than seventy-five percent (75%

Revised 7-11-72



of such overproduced party’s proportionate
share of the well allowable,

(c) = When the well's current production is equal to or
greater than the well alliowable:

(1) Each underproduced party shall have the .
right to take a greater amount of gas than its
proportionate share of the well allowable, pro-

vided that the right to take such greater zmount

shall be In proportion that its interest bears to

the total interests of all underproduced parties
desiring to take more than their proportionate

share of the well allowable. .

(2) Each overprodhced party‘shall have the right
as In subparagraph (a)(2) zabove.

(d) The Unit Operator, at the reguest of any party, may
produce the entire well stream, 1if necessary, for a
deliverability test not to exceed seventy-two (72) hours
duration required under such requesting party's gas

sales contract and may overproduce in zny other situa-—
tion provided that such overproducing would be consistent
with prudent operatilons.

4. Each party taking gas shall furnish the Unit Operator a noathly
statenent of gas taken. After cocmencement of production, Unit Operator
shall furnish a current account monthly of the gas balance between parties
hereto including the total quantity of gas produced, the portion thereof
used in Unit operations, vented or lost, and the total quantity of gas
delivered to a market. ' B

5. FEach party preducing and/or delivering ga§ to its purchasef shall
pay any and all producticn taxes due on such gas.

6. The provisions of this agreement shall be separately applicable to
each well and each reservoir to the end that production from one reservoir
"in a gas well may not be utilized for the purpose of balancing underproduc-
tion from other reservoirs. :

7. VWhen gas sales from a gas well permanently cease, Unit Operator
shall make a final determination of the volumes of over and/or underproduction,
if any, which have accrued since the last volumetric balance,as of the date of
such cessation of sales and the identity of the party or parties who are over
or underproduced. A cash balancing adjustment shall be made by the overproduced
party, or parties, to the underproduced party, or parties, for the overproduced
"volumes which have beern taken and sold; the price to be paid for such adjustzent
shall be the actual price received for such overproduction by the overproduced
party, or parties, less appropriate deductions for taxes and/or royalties paid on

such production by the overproduced party.
8. This agréement may be executed in counterparts but will not be
binding on any party ualess and until all working interest parties in a gas well

" have accepted this Gas Balancing Agreement without exception.

9. This shal} constitute a separate agreement as to each well and as to
each reservoir.

Revised 6-4-74



EXHIBIT & "

EQUAL EMPLOYMENT OPPORTUNITY PROVISION

During the performance of th)s contract, the Operator agrees as

follows:

(1)

(2)

(3)

(@)

(5)

(6)

The Operator will not discriminate against any employee or
applicant for employment because of race, color, religion,
national origin or sex. The Operator will take affirmative
action to ensure that applicants are employed, and that em-
ployees—are treated during employment, without regard to their
race, color, religion, national origin or sex. Such action
shall include, but not be Timited to the following: Employ-
ment, upgrading, demotion, or transfer, recruitment or re-
cruitmant advertising; ]ayoff or termination; rates of pay

or other forms of compensations; and selection for Lrawnlng,
including apprenticeship. ‘The Operator agrees to post in
conspicuous places, available to employees and applicants for

"employment notices to be provided for the contracting officer
’sett1ng -forth the provisions of this non- -discrimination c?ause

The anrator will, in all solicitations or advertisements for
emp]oyees placed by or on behalf of the Operator, state that
all qualified applicants will receive consideration for em-
ployment without regard to race, color, religion, national-
origin or sex.

The Operator will send to each labor union or representative
of workers with which it has a collective bargaining agreement

~ or other coritract or understanding, a notice to be provided by

the agency contracting officer, advising the labor union or
workers' representative of the Operator's commitments under
Secticn 202 of Executive Order 11246 of September 24, 1985,

and shall post copies of the notice in conspicuous places
available to employces and applicants for employment.

The Operator will comply with all provisions of Executive Order
11246 of September 24, 1965; and of the rules, regulations, and
relevent orders of the Secretary of Labor. - -

The Operator will furnish all information and reports required

by Executive Order 11246 of September 24, 1965. and by the rules,
regulations, and orders of the Secretary of Labor, or pursuant
thereto, and will permit access to its books, records, and ac-
counts by the contracting agency and the Secretary of Labor for
purposes of investigation to ascertain compliance with such ru]es,

_regulations, and orders.

In the event of the Oporator s non-compliance with 'the non-

‘discrimination clzuses of this contract or with any of sueh rules,

regulations, or orders, this contract may be cancelled, terminated
or suspended in vhole or in part and the Operator may be declared
ineligible for further Government contracts in accordance with

" procedures authorized in Executive Order 11246 of September 24,

1965, and such other sanctions may be imposed and remedies invoked

‘as provided in Executive Order 11246 of September 24, 1865, or by’

rule, regulation, or order of the Secretary of Labor or as other-
wise provided by law.



(7) The Operator will include the provisions of paragraphs (1)
through (7} in every subcontract or purchase order unless
exeipted by rules, regulations, or orders of the Secretary
of Labor issued pursuant to Section 204 of Executive Order
11246 of September 24, 1965, so that such provisions will
be binding upon each subcontractor or vendor. The Operator
will take such action with respect to any subcontract or
purchase order as the contracting agency may direct as a
means of enforcing such provisions 1nc]ud1ng sanctions for
non-compliance: Provided, however, that in the event the

Operator becomes involved in, or 1s threatened with, 1iti- =~ - = ——-

gation with a subcontractor or vendor as a result of such- . -

direction by the contracting agency, the Operator may.re- i

quest -the United States to enter into such l1t1gat10n to

protect the interests of the United States.

Operator acknowlecges that it may be required to file Standard
Form 100 {(EE0-1) Promulgated jointly by the Office of Federal Contract
Compliance, the Equal Employment Opportunity Commission and Plans for
Progress with Jeint Reporting Committee, Federal Depot, Jeffersonville,
Indiana, within thirty (30) days of the date of contract award if such
report has not been filed for the current year and otherwise comply with
or file such other compliance reports as mzy be required under Executive
Order 11246, as amended and Rules and Regulations adopted thereunder.

Operator further acknowledges that he may be required to develop
a written affirmative action compliance program as reguired by the Rules
and Regulations approved by the Secretary of Labor uader authority of
Executive_Order 11246 and supply Non-Operators with a copy of such pro—
gram if they so request. )

CERTIFICATIOV OF NON-SEGREGATED FACILITIE°

Operator assures Non-Operators that it does not and will not main-
tain or provide for its employees any segretated facilities at any of

its establishments, and that it dces not-and will not permit its employees:

- to perform.their services, at any location, under its control, where

segregated facilities are maintained. For this purpose, it is understcod

that the phrase "segregeated facilities" includes facilities which are in
fact segregated on a basis of race, color, religion, or national origin,
because of habit; local custom or otherwise. It is further understood
and agreed that maintaining or providing segregated facilities for its
employees or permittinc its employees to perform their services at any
location under its control where segregated facilities are maintained is
a violation of the equal opportunity clause required by Executive Order
11246 of September 24, 1965. .

- -a .

Operator further nnderstands and agrees that a breach of the assurance

herein contained subjects it to the provisions of .the Order at 41 CFR

Chapter 60 of the Secretary of Labor dated May 21, 1968, and the provisions
of the equal opportunizy clause enumerated in contracts between the United

States of America and Hon-Operators.

Whoever knowingly and willfully makes any false, fictitious or fraudu-

éent representationynay be liable to criminal prose‘ ution under 18 U.S.C.
1001.



RATIFICATION

KNOW ALL MEN BY THESE PRESENTS, THAT:

WHEREAS, certain instruments entitled UNIT AGREEMENT FOR THE
DEVELOPMENT AND OPERATION OF THE LAGUNA GRANDE UNIT AREA,
EDDY COUNTY, NEW MEXICO, and the UNIT OPERATING AGREEMENT FOR
THE LAGUNA GRANDE UNIT, EDDY COUNTY, NEW MEXICO, have been
executed as of the 26¢th day of  Auqust , 1975, by various persons con-
ducting operations with respect to the LAGUNA GRANDE UNIT AREA located in
Eddy County, New Mexico, as more particularly descril:ed in said agreement;
and

WHEREAS, the Unit Agreement, by Exhibit "A", shows on a map the
boundary lines of the Unit Area and the Tracts therein, and by Exhibit "B" de-
" scribed each tract within the Unit Area; and

WHEREAS, the Unit Agreement and Unit Operating Agreement each pro-
vides that a person may become a party thereto by signing the original of said
instrument, a counterpart thereof, or other instrument agreeing to be bound by
the provisions thereof; and

WHEREAS, the undersigned (whether one or more) is, or claims to be,
the owner of a royalty, overriding royalty and/or working interest in one or more
of the Tracts described in Exhibit "B" of the Unit Agreement:

NOW, THEREFORE, the undersigned (whether one or more), for and in
consideration of the premises and the benefits anticipated to accrue under each
of said agreements, does hereby agree to become a party to, and to be bound by
the provisions of the said Unit Agreement, and also the said Unit Operating Agree-
ment, if the undersigned is 2 Working Interest Owner, and the undersigned does
hereby agree that the parties to said agreements are those persons signing the
originals of said instruments, counterparts thereof, or other instruments agree-
ing to be bound by the provisions thereof. The undersigned does also hereby
acknowledge receipt of a true copy of the said Unit Agrecment, and also the said
Unit Operating Agreement, if the undersigned is a Working Interest Owner,

IN WITNESS WHERI‘OF the undersigned has executed this instrument on
the date set forth below opposite the undersigned's signature.

AMOCO PRODUCTION. COMPANY

I

> v APPROVS
- . / 9 “ ) 4 <, g
Date: september 19, 1975 BY: AT TR g A 2 : AR

+/ BITORNEY-IN-FACT
Y

Address:

Fo G, Box 3092

Houston, Texas 77001




| 7
THE STATE OF L¢ [«

county OoF Ao

‘/ The foregomg 1nstrument was aCmnowledged before me this /7 day of
L

Ca i podia. , 1975, by DR VA
77 Attornor_in-Pact "of AMOCO PRODUCTION COMPANY
' » @ i 0 € arn U

corporation, on behalf of said corporation.

i, ALy

e

My Commission Expires: Notary Public in and for
(-~ 17 A Said County and State.

IRENE HALDAS
Notary Fublic in and for Harris County, Texas

THE STATE OF {
, !
COUNTY OF {
The foregoing instrument was acknowledged before me this _ day of
, 1975, by :
My Commission Expires: Notary Public in and for

Said County and State.
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RATIFICATION

KNOW ALL MEN BY THESE PRESENTS, THAT:

WHEREAS, certain instruments entitled UNIT AGREEMENT FOR THE
DEVELOPMENT AND OPERATION OF THE LAGUNA GRANDE UNIT AREA,
EDDY COUNTY, NEW MEXICO, and the UNIT OPERATING AGREEMENT FOR
THE LAGUNA GRANDE UNIT, EDDY COUNTY, NEW MEXICO, have been
executed as of the 26th day of Auqust , 1975, by various persons con-
ducting operations with respect to the LAGUNA GRANDE UNIT AREA located in .
Eddy County, New Mexico, as more particularly described in said agreement;
and '

: WHEREAS, the Unit Agreement, by Exhibit "A", shows on a map the
boundary lines of the Unit Area and the Tracts therein, and by Exhibit "B' de-
scribed each tract within the Unit Area; and

WHEREAS, the Unit Agreement and Unit Operating Agreement each pro-
vides that a person may become a party thereto by signing the original of said
instrument, a counterpart thereof, or other instrument agreeing to be bound by
the provisions thereof; and

WHEREAS, the undersigned (whether one or more) is, or claims to be,
the owner of a royalty, overriding royalty and/or working interest in one or more
of the Tracts described in Exhibit "B" of the Unit Agreement:

NOW, THEREFORE, the undersigned (whether one¢ or more), for and in
consideration of the premises and the benefits anticipated to accrue under each
of said agreements, does hereby agree to become a party to, and to be bound by
the provisions of the said Unit Agreement, and also the said Unit Operating Agree-
ment, if the undersigned is a Working Interest Owner, and the undersigned does
hereby agree that the parties to said agreements are those persons signing the
originals of said instruments, counterparts thereof, or other instruments agree-
ing to be bound by the provisions thereof. The undersigned does also hereby
acknowledge receipt of a true copy of the said Unit Agreement, and also the said
Unit Operating Agreement, if the undersigned is a Working Interest Owner.

IN WITNESS WHEREOQOF, the undersigned has executed this instrument on
the date set forth below opposite the undersigned's signa"cure. .

7#E DOY CHEMICAL/COMPAW A

’ . P _‘_”'__' / \r L. '/ /’-
Date: Nzr?.”'./fjr-;.-v///f,'/ L A2 1G7sT BY: / /! - '—-/// //’ Yy
v ¥ N o
/4 VL’ / \\¥_,4-"/ 7,4/", /’l/
Address: . : s ATTORNEY-IN-FACT

.'tij 'If*'i.L/,'Z‘—\t . \//f’/{//‘/l //77[’3/4

3/)/ //Q /(,/}’\r\( //




THE STATE OF _ L ydin |

i
COUN TY OF f,.(:/::’bVLV:’/ l .
. . m‘./
The foregoing instrument was acknowledged befcre me this :h day of
Nt L , 1975, by Yincent H. Bucm.y
ST E\T,TORNEY.—IN"FACT . of7»= LU CHEMICAL CTUOAPARY

s a ,’(_'.f;ﬁ}/ L e

corporation, on behalf of said corporation.

‘ 0, s

ﬁ My Cpmrﬁiﬁévsion Expires: - Notary Public in and for
: [~ )T T Said County and State.
‘\..\"C -~y T “
THE STATE OF I
i
COUNTY OF
The foregoing instrument was acknowledged before me this day of
, 1975, by '
My Commission Expires: 7 Notary Public in and for

Said County and State.




RATIFICATION

KNOW ALL MEN BY THESE PRESENTS, THAT:

WHEREAS, certain instruments entitled UNIT AGREEMENT FOR THE
DEVELOPMENT AND OPERATION OF THE LAGUNA GRANDE UNIT AREA,
EDDY COUNTY, NEW MEXICO, and the UNIT GPERATING AGREEMENT FFOR
THE LAGUNA GRANDE UNIT, EDDY COUNTY, NEW MEXICO, have been
executed as of the 25¢+h day of August , 1975, by various persons con-
ducting operations with respect to the LAGUNA GRANDE UNIT AREA located in
Eddy County, New Mexico, as more particularly described in said agreement;
and ] ' '

WHEREAS, the Unit Agreement, by Exhibit "A", shows on a map the
boundary lines of the Unit Area and the Tracts therein, and by Exhibit "B'' de-_
scribed each tract within the Unit Area; and

v WHEREAS, the Unit Agreement and Unit Operating Agreement each pro-
vides that a person may become a party thereto by signing the original of said
instrument, a counterpart thiereof, or other instrument agreeing to be bound by
~ the provisions thereof; and

WHEREAS, the undersigned (whether one or more) is, or claims to be,
the owner of a royalty, overriding royalty and/or working interest in one or more
of the Tracts described in Exhibit "B'" of the Unit Agreement:

NOW, THEREFORE, the undersigned (whether one or more), for and in
consideration of the premises and the benefits anticipated to accrue under each
of said agreements, does hereby agree to become a party to, and to be bound by
the provisions of the said Unit Agreement, and also the said Unit Operating Agree-
ment, if the undersigned is a Working Interest Owner, -and the undersigned does
hereby agree that the parties to said agreements are those persons signing the
originals of said instruments, counterparts thereof, or other instruments agree-
ing to be bound by the provisions thereof. The undersigned does also hereby .
acknowledge receipt of a true copy of the said Unit Agreement, and also the said
Unit Operating Agreement, if the undersigned is a Working Interest Owner.

IN WITNESS WHERZOF, the undersigned has executed this instrument on
the date set forth below opposite the undersigned's signature. .

DALCO OIL COMPANY

g f
. \‘ [ i \
Date: October 10, 1975 BY: \721/4 ‘ /niiq,\\\\\ y
H. D. Carter, Vice President v

| Address: . ATTEST: ﬁ bi, g Z, 2
, Iouis Morrison III, Assistant Secretary

619 West Texas, Suite 200

Midland, Texas 79701




THE STATE OF TEXAS i

COUNTY OF DALLAS - i
The foregoing instrument was acknowledged befofe me this 10 day of
Qctober » 1975, by H, D. Carter
Vice President of DALCO OIt COMPANY
i » & Taxas

corporation, on behalf of said corporation.

My Commissiqf} Expires: "Notary Puﬁic in/and for
__ _‘_J‘W% 11977 : Said Count¥ and\Sfate.
THE STATE OF §
: i
COUNTY OF i
The foregoing insirument was acknowledged before me this day of
' , 1975, by :
My Commission Expires: Notary Public in and for

Said County and State.



RATIFICATION

KNOW ALL MEN BY THESE PRESENTS, THAT:

WHEREAS, certain instruments entitled UNIT AGREEMENT FOR THE
DEVELOPMENT AND OPERATION OF THE LAGUNA GRANDE UNIT AREA,
EDDY COUNTY, NEW MEXICQO, and the UNIT OPERATING AGREEMENT FOR
THE LAGUNA GRANDE UNIT, EDDY COUNTY, NEW MEXICO, have been
executed as of the 26th day of _ Auaqust ., 1975, by various persons con-
ducting operations with respect to the LAGUNA GRANDE UNIT AREA located in
Eddy County, New Mexico, as more particularly descrited in said agreement;
and

WHEREAS, the Unit Agreement, by Exhibit "A", shows on a map the
boundary lines of the Unit Area and the Tracts therein, and by Exhibit "B" de~
scribed each tract within the Unit Area; and

WHEREAS, the Unit Agreement and Unit Operating Agreement each pro-
vides that a person may become a party thereto by signing the original of said
instrument, a counterpart thereof, or other instrument agreeing to be bound by
the provisions thereof; and -

WHEREAS, the undersigned (whether one or more) is; or claims to be,
the owner of a royalty, overriding royalty and/or working interest in one or more
of the Tracts described in Exhibit '"B" of the Unit Agreement:

NOW, THEREFORE, the undersigned (whether onc or more), for and in
consideration of the premises and the benefits anticipated to accrue under each
of said agreements, does hereby agree to become a party to, and to be bound by
the provisions of the said Unit Agreement, and also the said Unit Operating Agree-
ment, if the undersigned is a Working Interest Owner, and the undersigned does
hereby agree that the parties to said agreements are those persons signing the
originals of said instruments, counterparts thereof, or cther instruments agree-
ing to be bound by the provisions thereof. The undersigned does also hereby
acknowledge receipt of a true copy of the said Unit Agreement, and also the said
Unit Operating Agreement, if the undersigned is a Workiag Interest Owner.

IN WITNESS WHEREOQOF, the undersigned has executed this instrument on
the date set forth below opposite the undersigned’'s signature. .

HAYES OIL> COMPANY

/J. —r ) . - , 4 ") .
Date: 4 S T /// /f "BY: e ‘ / S S

B /

/
. )
v ] / , ) /,; . ,/
Address: ) ULl S

i

o
/

L ) / ,i' /', . ‘ ‘i," , '/[/ . i
sy ) / .!,;/,//;'/7/.-;/ : \,‘,,'/il/.//, %// v 4
- /

—~

;,'/. . y /./ ) L /
A diind A ./*"// s




THE STATE OF TExss - |

COUNTY OF  MIDLAND {

The foregoing instrument was acknowledged before me this 3rd day of
October , 1975, by '~ Wayne Moore, Managing Partner

of  HAYES OIL COMPANY

, a Partnership

corporation, on behalf of said corporation.

. . . _
- TSI - 77}

‘ e e <) o A 1T
:..;:‘vr\“:._;.- .,’ s_:‘::—:q:- ’ P 1:‘/“'—:” o o Lo I( Q\
;;My\Commis‘sf_io_d’gExpires: ' _ Notary Public in and for
Sy 6-1-77  foc Said County and State.

THE STATE OF i

i
COUNTY OF i
The foregoing instrument was acknowledged before me this day of
., 1975, by ‘
My Commission Expires: Notary Public in and for

Said County and State.




RATIFICATION

KNOW ALL MEN BY THESE PRESENTS, THAT:

WHEREAS, certain instruments entitled UNIT AGREEMENT FOR THE
DEVELOPMENT AND OPERATION OF THE LAGUNA GRANDE UNIT AREA,
EDDY COUNTY, NEW MEXICO, and the UNIT OPERATING AGREEMENT FOR
THE LAGUNA GRANDE UNIT, EDDY COUNTY, NEW MEXICO, have been
executed as of the 26th day of Rugust , 1975, by various persons con-
ducting operations with respect to the LAGUNA GRANDE UNIT AREA located in
Eddy County, New Mexico, as more partlcularly described in said agreement;
and

WHEREAS, the Unit Agreement, by Exhibit "A", shows on a map the
boundary lines of the Unit Area and the Tracts therein, and by Exhibit "B'" de-
scribed each tract within the Unit Area; and =

WHEREAS, the Unit Agreement and Unit Operating Agreement each pro-
vides that a person may become a party thereto by sighing the original of said
instrument, a counterpart thereof, or other instrument agreeing to be bound by
the provisions thereof; and

WHEREAS, the undersigned (whether one or more) is, or claims to be, N
the owner of a royalty, overriding royalty and/or working interest in one or more
of the Tracts described in Exhibit '"B" of the Unit Agreement:

NOW, THEREFORE, the undersigned (whether one or more), for and in
consideration of the premises and the benefits anticipated tc accrue under each
of said agreements, does hereby agree to become a party to, and to be bound by
the provisions of the said Unit Agreement, and also the said Unit Operating Agree-~
ment, if the undersigned is a Working Interest Owner, and the undersigned does
hereby agree that the parties to said agreements are those persons signing the
originals of said instruments, counterparts thereof, or other instruments agree-
ing to be bound by the provisions thereof. The undersigned does also hereby
acknowledge receipt of a true copy of the said Unit Agreement, and also the said
Unit Operating Agreement, if the undersigned is a Working Interest Owner.

IN WITNESS WHEREOF, the undersigned has executed this mstrument on
the date set forth below opposite the undersigned's signature.

/ - —_——

PHILLIPS PETROLEUM COIPARY LT € e e

://Au

Date: October 6, 1975 < /’/}‘//,{/ﬁ road

Fred Forward, Attorney-in-Fact

Address:

Phillips Building
Lth & Washington Streets
Odessa, Texas 79761




THE STATE OF TEXAS

COUNTY OF ECTOR

i
i
i

The foregoing instrument was acknowledged before me this 6th day of

October » 1975, by

IN- 1ol 7
e C QT

ard
of PHILLIPS PETROLEUM COHMPANY

Attorney-in-Fact

» @ Delarare

corporation,’ on behalf of said corporation.

o
. R
- e A

S
d . .
Tt HE 2 35
R

“ My .Commission Expires:

s

- June 141977

ROSRCR |

THE STATE OF

COUNTY OF

The foregoing instrument was acknowledged before me this
, 1975, by :

{
i
i

Qjc/g,ﬂ/J (f,/g,a/\;_/_/'

Notary Public in and for
Said County and State.

day of

My Commission Expires:

Notary Public in and for
- Said County and State.



RATIFICATION

KNOW ALL MEN BY THESE PRESENTS, THAT:

WHEREAS, certain instruments entitled UNIT AGREEMENT FOR THE
DEVELOPMENT AND OPERATION OF THE LAGUNA GRANDE UNIT AREA,
EDDY COUNTY, NEW MEXICO, and the UNIT OPERATING AGREEMENT FOR
THE LAGUNA GRANDE UNIT, EDDY COUNTY, NEW MEXICO, have been
executed as of the 2gthday of Auqust , 1975, by various persons con-
ducting operations with respect to the LAGUNA GRANDE UNIT AREA located in
Eddy County, New Mexico, as more particularly descrited in said agreement;
and :

" WHEREAS, the Unit Agreement, by Exhibit "A", shows on a map the
boundary lines of the Unit Area and the Tracts therein, and by Exhibit "B' de-
‘scribed each tract within the Unit Area; and

WHEREAS, the Unit Agreement and Unit Operating Agreement each pro-
vides that a person may become a party thereto by signinz the original of said
instrument, a counterpart thereof, or other mstrument agreeing to be bound by
the provisions thereof; and

WHEREAS, the undersigned (whether one or more) is, or claims to b=,
the owner of a royalty, overriding royalty and/or working interest in one or more.
of the Tracts described in Exhibit '"B" of the Unit Agreement:

NOW, THEREFORE, the undersigned (whether onz or more), for and in
consideration of the premises and the benefits anticipated to accrue under each
of said agreements, does hereby agree to become a party {o, and to be bound by
the provisions of the said Unit Agreement, and also the said Unit Operating Agree-
ment, if the undersigned is a Working Interest Owner, and the undersigned does
hereby agree that the parties to said agreements are those persons signing the
originals of said instruments, counterparts thereof, or other instruments agree-
ing to be bound by the provisions thereof. The undersigned does also hereby ’
acknowledge receipt of a true copy of the said Unit Agreement, and also the said
Unit Operating Agreement, if the undersigned is a Working Interest Owner.

IN WITNESS WHEREOF, the undersigned has executed this instrument on

the date set forth below opposite the undersigned's signzture. o

/ﬁﬁtv OIL COMPANY

Date: . 7 uee” o 4
' ' ATTORNEY-IN-FACT .ZZLZ“"
. - SRR Y

Address: _ _ Arirovid Les:

prat

P.0Q. Box 1351

Midland, Texas 79701

—




//—. ,
THE STATE OF’ Z/a kel
' . l
COUNTY OF _::N";;»\.. {,\L(,’L/’ I

The foregoing instrument was acknowledged before me this " “““day of

Q PR s 1975, by T D ¥ - ) ,
(7 s N " of ____SKELLY OIL COMPANY
pe , a - ‘

corporation, on behalf of said corporation.

SR SRR R SRR w zvd
My Cormission Expires: . Notary Public in and for
. '*.) SLLL T el 23,180 Said County and State.
“ff‘.,:".n ' :\'
THE STATE OF i
i
COUNTY OF i
The foregoing instrument was acknowledged before me this day of
, 1975, by '
My Commission Expires: Notary Public in and for

Said County and State.
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RATIFICATION

KNOW ALL MEN BY THESE PRESENTS, THAT:

WHEREAS, certain instruments entitled UNIT AGREEMENT FOR THE
DEVELOPMENT AND OPERATION OF THE LAGUNA GRANDE UNIT AREA,
EDDY COUNTY, NEW MEXICO, and the UNIT OPERATING AGREEMENT FOR
THE LAGUNA GRANDE UNIT, EDDY COUNTY, NEW MEXICO, have been
executed as of the 2gth day of  Auqust , 1975, by various persons con-
ducting operations with respect to the LAGUNA GRANDE UNIT AREA located in
Eddy County, New Mexico, as more particularly descrit:ed in said agreement;
and

WHEREAS, the Unit Agreement, by Exhibit "A", shows on a map the
boundary lines of the Unit Area and the Tracts therein, and by Exhibit "B' de-

" scribed each tract within the Unit Area; and

WHEREAS, the Unit Agreement and Unit Operating Agreement each pro-
vides that a person may become a party thereto by signing the original of said
instrument, a counterpart thereof, or other instrument agreeing to be bound by
the provisions thereof; and

WHEREAS, the undersigned (whether one or more) is, or claims to be,
the owner of a royalty, overriding royalty and/or working interest in one or more
of the Tracts described in Exhibit "B' of the Unit Agreement:

NOW, THEREFORE, the undersigned (whether one or more), for and in
consideration of the premises and the benefits anticipated to accrue under each
of said agreements, does hereby agree to become a party to, and to be bound by
the provisions of the said Unit Agreement, and also the said Unit Operating Agree-
ment, if the undersigned is a Working Interest Owner, and the undersigned does
hereby agree that the parties to said agreements are those persons signing the
originals of said instruments, counterparts thereof, or other instruments agree-
ing to be bound by the provisions thereof. The undersigned does also hereby
acknowledge receipt of a true copy of the said Unit Agreement, and also the said-
Unit Operating Agreement, if the undersigned is a Working Interest Owner.

IN WITNESS WHEREOF, the undersigned has exccuted this instrument on
the date set forth below opposite the undersigned's signature.

AMOCO PRODUCTION. COMPANY I

: ' : / / Verriiave
. [ Vd
Date:  september 19, 1975 BY: /éc/t/wu ! A

/ BITORNEY-IN-FACT

Address:

Fo (. Box 3092

Houston, Texas 77001

[ s R NI, RIS WA EOTNIDT Ao Lol S A e gl S L e o £ i B O BT




A
THE STATE OF - L¢ /. 1

county oF Ao i

4& The foregomg instrument was acknowledged before me this /¢

day of

‘)\.L/h_/C—'/)W\tLQ’K/ » 1975 by l)’ / 2. /\‘//, et TN
" Attornev-in-Tact _of AMOCO PRODUCTION COMPANY -
s a {,_(é,’;n ()
corporation, on behalf of said corporation.
\Qtfé A\‘L’/ Q\Lt (; 1 Aar '
My Commission Expires: Notary Public in and for
(r=/~ 77 ‘ . Said County and State.
JRENE HALDAS

Notary Public in and for tlarris County, Texas

- THE STATE OF i
: i
COUNTY OF B
The foregoing instrument was acknowledged before me this day of
, 1975, by
My Commission Expires: Notary Public in and for

Said County and State.



RATIFICATION

KNOW ALL MEN BY THESE PRESENTS, THAT:

WHEREAS, certain instruments entitled UNIT AGREEMENT FOR THE
DEVELOPMENT AND OPERATION OF THE LAGUNA GRANDE UNIT AREA,
EDDY COUNTY, NEW MEXICO, and the UNIT OPERATING AGREEMENT FOR
THE LAGUNA GRANDE UNIT, EDDY COUNTY, NEW MEXICO, have been
executed as of the 26th day of Auqust , 1975, by various persons con-
ducting operations with respect to the LAGUNA GRANDE UNIT AREA located in .
Eddy County, New Mexico, as more particularly descritied in said agreement;
and '

WHEREAS, the Unit Agreement, by Exhibit "A", shows on a map the
boundary lines of the Unit Area and the Tracts therein, and by Exhibit "B" de-
scribed each tract within the Unit Area; and °

WHEREAS, the Unit Agreement and Unit Operating Agreement each pro-
vides that a person may become a party thereto by signing the original of said
instrument, a counterpart thereof, or other instrument agreeing to be bound by
the provisions thereof; and

WHEREAS, the undersigned (whether one or more) is, or claims to be,
the owner of a royalty, overriding royalty and/or working interest in one or more
of the Tracts described in Exhibit "B" of the Unit Agreement:

NOW, THEREFORE, the undersigned (whether on« or more), for and in
consideration of the premises and the benefits anticipated to accrue under each
of said agreements, does hereby agree to become a party to, and to be bound by
the provisions of the said Unit Agreement, and also the said Unit Operating Agree-
ment, if the undersigned is a Working Interest Owner, and the undersigned does
hereby agree that the parties to said agreements are those persons signing the
originals of said instruments, counterparts thereof, or other instruments agree-
ing to be bound by the provisions thereof. The undersigned does also hereby
acknowledge receipt of a true copy of the said Unit Agreement, and also the said
Unit-Operating Agreement, if the undersigned is a Working Interest Owner.

IN WITNESS WHEREOF, the undersigned has executed this instrument on
the date set forth below opposite the undersigned's signa'?:ure. .

E 7HE DOY /(:HEMICAL CO\IPANY s
Date: _ysiivulos 22 1975 BY:. //,5'74/7;"7:3 = “)///} Yy

V y ” ~ \\ ’_, ,//
p T
Address: , ATTORNEY-IN-FACT o

37307 ) 4

4»’/,,’11/ﬁ /

;] e v .
/Q:'C"(,.(_/v:‘/j‘\x N /J/(//'-;v/) 7 7/{/$/‘//)



THE STATE OF _Z %o -}

’ i
COUNTY OF ./ siten o
) . m‘/
The foregoing instrument was acknowledged before me this . ° day of
Nt L , 1975, by Mincent H. Buca.y
Al PTTORNEY-IN-FACT of 772 DU CEMICAL CUAPARY

» 2 Nl e

corporation, on behalf of said corporation.

. N . fr ]
LI / . / / / 77 /
o Ll 7 VI
U BTN /////" ’ /{/ " //' i /7/

[ 2

7 My Comnﬁiﬁs‘vsion Expires: . Notary Public in and for
e (- )T T Said County and State.
?,.:"'.‘.w\ ‘ q\:‘
M ""\ T “'J
THE STATE OF {
i
COUNTY OF i
The foregoing instrument was acknowledged before me this day of
, 1975, by '
My Commission Expires: Notary Public in and for

Said County and State.




' RATIFICATION

KNOW ALL MEN BY THESE PRESENTS, THAT:

WHEREAS, certain instruments entitled UNIT AGREEMENT FOR TIIE
DEVELOPMENT AND OPERATION CF THE LAGUNA GRANDE UNIT AREA,
EDDY COUNTY, NEW MEXICO, and the UNIT OPERATING AGREEMENT TFOR
THE LAGUNA GRANDE UNIT, EDDY COUNTY, NEW MEXICO, have been
executed as of the 2g¢h day of August , 1975, by various persons con-
ducting operations with respect to the LAGUNA GRANDE UNIT AREA located in
Eddy County, New Mexico, as more particularly described in said agreement;
and ‘ '

WHEREAS, the Unit Agreement, by Exhibit "A", shows on a map the
boundary lines of the Unit Area and the Tracts therein, and by Exhibit "B" de-_
scribed each tract within the Unit Area; and =

WHEREAS, the Unit Agreement and Unit Operating Agreement each pro-
vides that a person may become a party thereto by sighing the original of said
instrument, a counterpart thereof, or other instrument agreeing to be bound by
the provisions thereof; and

WHEREAS, the undersigned {(whether one or more) is, or claims to be,
the owner of a royalty, overriding royalty and/or working interest in one or more
of the Tracts described in Exhibit "B' of the Unit Agreement:

NOW, THEREIORE, the undersigned (whether one or more), for and in
consideration of the premises and the benefits anticipated to accrue under each
of said agreements, does hereby agree to become a party to, and to be bound by
the provisions of the said Unit Agreement, and also the said Unit Operating Agree-
ment, if the undersigned is a Working Interest Owner, -and the undersigned does
hereby agree that the parties to said agreements are those persons signing the
originals of said instruments, counterparts thereof, or other instruments agree-
ing to be bound by the provisions thereof. The undersigned does also hereby
acknowledge receipt of a true copy of the said Unit Agreement, and also the said
Unit Operating Agreement, if the undersigned is a Working Interest Owner.

IN WITNESS WHERZOF, the underswned has executed this instrument on
the date set forth below opposite the undersigned's signature.

DALCO OIL CO‘*IPAN |

Date: October 10, 1975 ‘ BY:. 7 /1 (7 A T . f\
H. D. Carter, Vice President b
Address: ATTEST: ’ QD

Iouis Morrison III, Assistant Secretary
619 YWest Texas, Suite 200

t{idland, Texas 79701




THE STATE OF TEXAS i
COUNTY OF DALLAS I

The foregoing instrument was acknowledged before me this 10 day of

October » 1975, by H, D. Carter
Vice President of DALCO DIL COMPANY

: » 2 _Tovas
corporation, on behalf of said corporation.

- it

»

I\fIy Commissiq_r:_l Expires: ' Notary Puplic infand for

me folQI# Said County and\Siate.

THE STATE OF i

: i

COUNTY OF i
The foregoing instrument was acknowledged before me this day of
’ , 1975, by ' ’

My Commission Expires: Notary Public in and for

Said County and State.
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RATIFICATION

KNOW ALL MEN‘ BY THESE PRESENTS, THAT:

WHEREAS, certain instruments entitled UNIT AGREEMENT FOR THE
DEVELOPMENT AND OPERATION OF THE LAGUNA GRANDE UNIT AREA,
EDDY COUNTY, NEW MEXICO, and the UNIT OPERATING AGREEMENT FOR
THE LAGUNA GRANDE UNIT, EDDY COUNTY, NEW MEXICO, have been
executed as of the 2gth day of ' Auqust , 1975, by various persons con-
ducting operations with respect to the LAGUNA GRANDFE UNIT AREA located in
Eddy County, New Mexico, as more particularly descrited in said agreement;
and -

WHEREAS, the Unit Agreement, by Exhibit "A", shows on a map the
boundary lines of the Unit Area and the Tracts therein, and by Exhibit "B" de-
scribed each tract within the Unit Area; and

WHEREAS, the Unit Agreement and Unit Operating Agreement each pro-
vides that a person may become a party thereto by signing the original of said
instrument, a counterpart thereof, or other instrument agreeing to be bound by
the provisions thereof; and -

WHEREAS, the undersigned (whether one or more) is, or claims to be,
the owner of a royalty, overriding royalty and/or working interest in one or more
of the Tracts described in Exhibit "B" of the Unit Agreement:

NOW, THEREFORE, the undersigned (whether cne or more), for and in
consideration of the premises and the benefits anticipated to accrue under each
of said agreements, does hereby agree to become a party to, and to be bound by
the provisions of the said Unit Agreement, and also the said Unit Operating Agree-
ment, if the undersigned is a Working Interest Owner, and the undersigned does
hereby agree that the parties to said agreements are those persons signing the
originals of said instruments, counterparts thereof, or ciher instruments agree-
ing to be bound by the provisions thereof. The undersigned does also hereby
acknowledge receipt of a true copy of the said Unit Agreement, and also the said -
Unit Operating Agreement, if the undersigned is a Workiag Interest Owner.

IN WITNESS WHEREOF, the undersigned has executed this instrument on
the date set forth below opposite the undersigned's signature. .

HAYES OIL\ COMPA'\(Y

-

/s - R - —_ . e » X
pate: . T0sis 5 407 BY: % f/.f’- / 7/ Ly

]

. . p— ' '1/7
Address: 9 //// ¥4 f,// N / o

/

LN ;

s . / 7
cw s LAy A a// //5 7 A

y!, . 7/

/ { 'f/’/‘,/f//f "/// <// Iy /// /[ /




THE STATE OF TEXAS {

COUNTY OF MIDLAND i

The foregoing instrument was acknowledged before me this 3rd day of
October R 1975,'by Wayne Moore, Managing Partner
o HAYES OIL COMPANY

f
, & Partnership

»

corporation, on behalf of said corporation.

A BRI * ! ’
- R PN

o 5 e 2 v T ! ea o e
¢ My Commission Expires: . Notary Public in and for
Doy 6-1-77  cocE ' Said County and State.

THE STATE OF {

i
COUNTY OF i
The foregoing instrument was acknowledged before me this day of
, 1975, by '
My Commission Expires: Notary Public in and for

Said County and State.
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RATIFICATION

KNOW ALL MEN BY THESE PRESENTS, THAT:

WHEREAS, certain instruments entitled UNIT AGREEMENT FOR THE
DEVELOPMENT AND OPERATION OF THE LAGUNA GRANDE UNIT AREA,
EDDY COUNTY, NEW MEXICO, and the UNIT OPERATING AGREEMENT FOR
THE LAGUNA GRANDE UNIT, EDDY COUNTY, NEW MEXICO, have been
executed as of the 26th day of  Auqust » 1875, by various persons con-
ducting operations with respect to the LAGUNA GRANDE UNIT AREA located in
Eddy County, New Mexico, as more particularly described in said agreement;
and '

WHEREAS, the Unit Agreement, by Exhibit "A", shows on a map the
boundary lines of the Unit Area and the Tracts therein, and by Exhibit "B" de-
scribed each tract within the Unit Area; and

WHEREAS, the Unit Agreement and Unit Operating Agreement each pro-
vides that a person may become a party thereto by signing the original of said
instrument, a counterpart thereof, or other instrument agreeing to be bound by
the provisions thereof; and

WHEREAS, the undersigned (whether one or more) is, or claims to be,
the owner of a royalty, overriding royalty and/or working interest in one or more
of the Tracts described in Exhibit "B" of the Unit Agreement:

NOW, THEREFORE, ine undersigned (whether one or more), for and in
consideration of the premises and the benefits anticipated to accrue under each
of said agreements, does hereby agree to become a party to, and to be bound by
the provisions of the said Unit Agreement, and also the said.Unit Operating Agree-
ment, if the undersigned is a Working Interest Owner, and the undersigned does
hereby agree that the parties to said agreements are those persons signing the
originals of said instruments, counterparts thereof, or other instruments agree-
ing to be bound by the provisions thereof. The undersigned does also hereby
acknowledge receipt of a true copy of the said Unit Agreement, and also the said
Unit Operating Agreement, if the undersigned is a Working Interest Owner.

IN WITNESS WHEREOQF, the undersigned has executed this instrument on
the date set forth below opposite the undersigned’s signature.

PHILLIPS, PETROLEUM COMPANY _; Zee er D e

| //J@L«r-t/)

Date: __ October 6, 1975 :
' Frod Forward, Attorney-in-Fact

Address:

Phillips Building
,>h & Washington Streets
Odessa, Texas 79761 ,




[

ST T ARTATR AT R e e

. THE STATE OF  TEXAS i
, : i
COUNTY OF ECTOR i

The foregoing instrument was acknowledged before me this éth day of

, 1975, by  Teas Toeg

October ard
Attorney—-in-Fact of  PHILLIPS PETRCLEUHM COMPARY
e ‘.;, » a Delavare
corporation, on behalf of said corporation.
0 - "
ol R ‘ -
“My-Commission Expires: : : Notary Public in and for
o June 171977 Said County and State.
THE STATE OF i
i
COUNTY OF
The foregoing instrument was acknowledged before me this day of
, 1975, by :
My Commission Expires: Notary Public in and for

Said County and State.
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RATIFICATION

KNOW ALL MEN BY THESE PRESENTS, THAT:

WHEREAS, certain instruments entitled UNIT AGREEMENT FOR THE
DEVELOPMENT AND OPERATION OF THE LAGUNA GRANDE UNIT AREA,
EDDY COUNTY, NEW MEXICO, and the UNIT OPERATING AGREEMENT FOR
THE LAGUNA GRANDE UNIT, EDDY COUNTY, NEW MEXICO, have been
executed as of the 2gthpday of August , 1975, by various persons con-
ducting operations with respect to the LAGUNA GRANDE UNIT AREA located in
Eddy County, New Mexico, as more particularly descril:ed in said agreement;
and

WHEREAS, the Unit Agreement, by Exhibit "A", shows on a map the
boundary lines of the Unit Area and the Tracts- herein, and by Exhibit "B" de-
scribed each tract within the Unit Area; and - .

WHEREAS, the Unit Agreement and Unit Operating Agreement each pro-
vides that a person may become a party thereto by signing the original of said
instrument, a counterpart thereof, or other mstrument agreeing to be bound by
the provisions thereof; and

WHEREAS, the undersigned (whether one or more) is, or claims to b-,
the owner of a royalty, overriding royalty and/or working interest in one or more
of the Tracts described in Exhibit "B" of the Unit Agreement:

NOW, THEREFORE, the undersigned (whether onz or more), for and in
consideration of the premises and the benefits anticipated to accrue under each
of said agreements, does hereby agree to become a party to, and to be bound by
the provisions of the said Unit Agreement, and also the said Unit Operating Agree-
ment, if the undersigned is a Working Interest Owner, and the undersigned does
hereby agree that the parties to said agreements are those persons signing the
originals of said instruments, counterparts thereof, or other instruments agree-
ing to be bound by the provisions thereof. The undersigned does also hereby
acknowledge receipt of a true copy of the said Unit Agreement, and also the said
Unit Operating Agreement, if the undersigned is a Working Interest Owner.

IN WITNESS WHEREOF, the undersigned has executed this instrument on
the date set forth below opposite the undersigned's signe'ure .

SKELLY OIL COMPA'\IY

Date: N Rt d ////////r// 767 ' %ﬁ
_ ATTORNEY-IN-FAC
e R A 11

Address: . - ’ Arproved Legs

A

P.O. Box 1351

Midland, Texas 79701




1'/~ /" /
THE STATE OF, </ adene

B |
- i
COUNTY Oij:-w {aae I

The foregoing instrument was acknowledged before me this ' “* day of

i{?‘\_. ) "f’_\ L. 4 » 1975, by . _—, . L S // s s
DY of SKELLY OIL COMPANY
, a - — .
corporation, on behalf of said corporation. -
\" T T UL STTEL
My Commission Expires: Notary Public in and for
R R N TR : Said County and State.
o - .
(,é"‘;-‘f.f..;.-‘j NG

THE STATE OF i
§
COUNTY OF i

The foregoing instrument was acknowledged before me this déy of
, 1975, by ’
My Commission Expires: Notary Public in and for B

Said County and State.




