Union Oil and Gas Division: Central Region

Union Oil Company of California
500 North Marienfeid, Midland, Texas 79701
Telephone (915) 682-9731

unIoON

Midland District A August 2, 1978

Area 0il and Gas ervisor

United States Gedlogical Survey
P. O. Box 18
Roswell, N Mexico 88201

Attenti6bn: Mr. Jim Gillham

o
0k
Gentlemen: /7b0-

Laguna beep vait
Lea County, New Mexico

This will confirm my recent telephone conversation with you
with reference to the capticned unit and my letter dated June 1,
1978.

This is to advise that my letter, dated June 1, 1978, should be
amended as follows: Under the fourth paragraph, last line, that
reads, "We are not submitting Ratification and Joinders executed

by the following: . . . sub-paragraph 5) should be added--

5) Tract 14. Mark Smith and wife, Annie Lora Smith;
Kenneth Mark Smith & wife Patsy Lou Smith; William C.
Smith & wife, Nancy Jean Smith; Lora Nell Glenn & husband,
William Jeff Glenn, owners of a 18.75% royalty interest
are not being requested to commit to the Unit Agreement.
Union is committing this interest to the Unit Agreement
by virtue of the language contained in paragraph 5 cf our
lease. Copy of lease, recorded in Book 304, Page 260,

Lea Countv. New Mexico record; attached for vour consider-
ation.



Area 0il and Gas Supervisor
August 2, 1978
Page 2

Thank you for your help and consideration in this matter.
Very truly yours,
UNION OIL COMPANY OF CALIFORNIA

Uit V. Cadbst”

Robert V. Lockhart
District Land Manager

Encl.

-

hhg
cc: |[/State of New Mexico N

0il Conservation Commission
P. O. Box 1148
Santa Fe, New Mexico 87501

Attention: Mr. Joe D. Ramey
Statc cf New Mexico -
Commissioner of Public Lands
P. O. Box 1148

Santa Fe, New Mexico 87501

Attention: Mr. Ray D. Graham
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- OIL & GAS LEASE

THIS AGREEMENT made this 4th oy or_June

and Annie Lora Smith, his wife; Kenneth Mark Smith and Patsy Lou Smith, his

wife; William C. Smith and Nancy Jean Smith, his wife; Lora Nell Glenn and

William Jeff Glenn, her husband. o _Lovington, New Mexico
(¥

o8t Office Address:

berein called lessor (whether one or more} and m N I MPB’\TY OF CAALE_O_&N_IA ) . lessee:

1. Lessor, in consideratinn of TEN AND OTHER DOLLARS in hand paid. recemnt of which is here achnowiedzed, une of the royalties herein provided snd
of the agreements of he iwsser hereir contained, hetehy Rrenits, deases and fets eaciusively untlo iessee for ithe purpose of 1nveslIRal:iLE. exXPiONNR, Jruspecling,
drilling, and operating fur and producing il and gas, IMjecting sus, waters, other fluids. and air into subsurface stratM, iaying pipe lines. ktoring oil. building
tanks, roagways. telephone lines. und other structures and things thereon to produce, save, take care of, Lreut. process. store and transport said minerals, ithe

foliowing discribed land in Lea County, New Mexico, to-wit:

Township 19 South, Range 33 East, N.M.P.M.

Section: 25 Sw/4

Printed ond 1ur sole by Hall-Poorix . 3h Press, Inc, Roswell, N M.

107 bewwn - 2ark Smith

For ﬂk purpose of calculsting the rental payments hereinafter provided for, sasid land is estimated to comprise 1 60. 00 acres, whether {'Zbctui!b77
r -

ecomprises more or less. December
2. Subject to the other provisions herein contained, this lease shall remain in force for s term of 3 years from \x«xxg/ncalled “primary term’’j, and
a8 long thereafter ms il or gas, 1s produced from szid land or land with which said iand is pouled. 3
- 8, The rovalties 10 be paid by lessee are: 12+ on oii. end on other liquid hydrocarbons saved % the well, 3/160( that produced and saved from sai¢ land.
same to be delivered 3 the wells or 1o the credit of lessor in the pipe line to which the wells may be connected: ¢b) on gas, including rasinghead gas and all gas-
eous substances, produced 'y <33 tand and soid or used off the premises or in the manufaciure of gaschine or other prr.gu tyereirom, the marhet value at
“the mouth of the weli of | T1D of the ras so scid or used. provided that on gas soid at tne welis the royalty shall be 710 of the amount realized from
such sale: tc) and at any ume when this ivase is not validated by other provisions hereof and there is a yas and’'or condensate weil on said land. or land pwoied
therewith, but gas snd or condensate is no: beirg »o sold or used &nd such well is shut in, either before or after production therefram, then on or bLefure 96 days
afier uzid well 1s shut in, and thereafter a1 arnual irtervals, lessee may puy or tender an sdvance annual tshui.in royalty equal 10 the amount of delay rentais
provided for in this leese for the screage then heid under this jesse by the party making such psyment or tender, and so long #s said shul-in rovally is paid or
tendered this leese snail not terminaste and it wili be considered under all clauses hereof that gas is being produced from the leased premises in paying auantities.
Each such payment shall be paid or tendered 10 the party or pariies who at the time of such pavment would be entitled to receive the royzlties which would be
prid under this lease if the well were in fact producing. or be paid or tendered to the credit of such party or parties in the depositcry tank and in the mapgper
hereinafter provided for the payment of rentals. ecemnperxr 0 ’

4. 1f operstions for drilling are not commenced on said Jand or on land pooled therewith on or before one (1) year from XX X3&/1his lease shall terminate

as to both parties, unless on or before one (1) year from this date lessee shall pay or tender to the lessor & rental of & 160 L] 00 which
shall cover the privilege of deferring commencement of such operations for a period of twelve (12) months. In like manner and upon like payments or ienders,
annually, the commencement of eaid operations may be further deferred for successive periods of twelve ¢12) months each during the primary term. Payment

or tender may be made to the leswor or to the credit of the lessor in the leertv Natlonal Bank
at LOVlnGtOn z New Mexico which bank. or any successor thereof, shall

,
eontinue w be the agent for the les=or and iessor's heirs and assigns. If such bank (or any successor bank! shall fail, liquidate, or be succeeded by snother bank.
or for any reason shali fail or refuse to accept rentai, lessee shall not be held in default until thirty (301 days after lessor shall deiiver to jessee a recorcabie
instrument mesing provision for auother sccepiabie method of payment or tender. and any deposiiory charge is a iiability of the lessor. The payment or tender
of rental mayv be made by check or dreft of Jessee, mailed or delivered tw said bank or lessor. or sny lessor if more than one, on or before the rental paymg
date. Anv timety pavment or tender of rentzl Or SNUI-IN royaily WRICh 1S mMmaoe 1N 4 Duna Liue &lleMpl L Maie Pruper Pa¥mely wul wOich s €ffuncovus in
whole or in part a3 1o Partics, amounts. gr Geposiigres ghall arineivsE De IUTHICIONT tn Mreveny (ofMInNAinn a7 1AIS exil N Lhe RAME IMARREr AR L
proper payment had bevn madc: provided, however, lessee shel! correct suech errcr within thirty (30v davs afier jessee nas recsived written notmse tn
eertified mail from lessor together with such instruments as are necessary 10 enabie lesxee to make proper payment.

8. Lessec is herehy granted the rizght and power. from time to time, to pool or combine this lease, the land covered by it or any part or horizon thereof
with any other land, Jease, irases, mineral estalys or parts thereof for the production of oii or gas. Units pooled hereunder shal! not exceed the standard pro-
ration unit fixed by law or by the New Mexico Qii Conservatnion Commission or by other lawiul avthority for the pooi or area in which said land is situated. plus
a tolerance of 10/.. Lesses shall fiie written unit designations in the ccunty 1 which the premises are locawed and such uniis may be designated from ume to
time and either before or after the completion of wells. Driiling operations on or productinn from any part of any such unit shall be consicered for ali pur-
pores, except the payment of royalty. as vperations conducted upon or production from the land described in this lease. There shall te alioccated to the iand

. covered by this iease included in any such unmit that portion of the total production of ypooled minerais from wells in the unit, after decducting any used 1n lease

or unit operativns, which the number of suriace acres in the land covered by this lease included in the unit bears to the total number of surface acres in ipe
vnit. The prodaction so aliocaied shall be considered for all purposes, including the pavment or delivery of royvaliy. 1o be the entire production of pocled minerals
from the portion of said lund covered herehy and included in said unit in the same manner as though produced from said fand under the terms cof this lease.
Any Looled unit designated by lessee. ws provided herein, may be dissoived by lessee by recording an appropriate instrument in the County where the iand is sit-
usted at sny time afier the completion of a dry hole or tne cessation of production- on said umt. Lessee is further granted the right and power to ecummit this
lease as to ali or ary portion of the above deseribed Jands or norizons thereof to sny unit agreement for the purpose of conserving the natural resources of anv
oil or gas pool. field or zrea covered thereby: provided, such unit egreement contains usual and customary provisions for the allocation of oil and rcas produced
- from the unit area and such unit amreement embraces lands of either the United States or State of New Mexico or both, and the form of unit agreement has
been approved by either the United States Geolopical Survey or Commissioner of Public Lands or both and the New Mexico Oil Conservation Commission. ané
wpon such commitment the pravisions of this icase shall be eonformed to the unii agreement.

6. If prior to the discovery of oil or gas nereunder, lessee should drill and sbandon 2 dry hoie or hcies hereunder, or if after discovery of oil or pas the
production thereof shouid cease for any cause. this lease shall not terminate if iessce commences reworking or additional driiling operations within 60 davs
thereafter and dilirently prosecutes the same, or (if it be within the primary term: commences 0Or resumes the payment or tender of rentals or commences
operstions for drilling or reworking on or before the rental paying date next ensuing giter the expiration of three montihs from date of abanconmeni of seid
dry hole or hoies or the cessauion of production. 1f st the expiration of the primary term oi!l or ges is not being produced but iessee is then enguged in operations
for drilling or rewarking of sny well, this lease shell remain in force so lonp as such operations are diligently prosecuted with no cessation of more than 60
consecutive deys. 1f during the drilling or reworking of any well under this paracraph, lessee loses or junks the hole or well and wfter dilipent efforts in pood
fsith is unable Lo compiete »aid operations then within 30 days after the abandonment of szid operations lessee may commence another weil and ¢riil the same
with due diligence. If any drilling. additional érilling, or reworking operations hereunder result in production, then this lease shall remain in fuil force g0 Jong
‘therexfler as oii or gus is proocuced hereunder.

7. Lessee shull have free use of oil, gus and water from said land, except water from lessor’s welis and tzrks, for all operations hereunder, and the royalty
shall be eomputed after deducting &ny 50 used. Lessee shail have the right at any uime during or after the expnation of this lease to remove all property and
fixtures placed by Jessee on eaid land, inciuding the right 1o draw and remove 8ll easing. ,When required by lessor, lessee will bury all pipe lines cn cultivated
lends below ordinary plow depih. and no well shall be drilled within two hundred feet 1200 ft.} of any residence or barn now on sa)d lend without lessor's con-
sent. Lessor snall have the priviiepe, st his risk and expense, of using gas from any gas well on said land for stoves and inside lights in the principal dwelling
thereon, out of ary surplus gas net newded for operations hereunder.

8. The rights pf either parts hereunder may he srsigned in whole or in pat: snd the provisions hereof shall extend to the heirs, executors, administrators.
pucesscors and scsipna: but no change oc divicion in the ownership of the lgnd, or in the ownership of or right 16 receive renials, rovalties or payments, however
accomplished sha!i operete to.enlarge the obiixations or diminizb the righte o1 s : and no such 'cn_nns:e Or aivision shali be DINQINE upon jessee 3Or any pur-
poace untyl 89U OAvS eIter iessee hBr beel Tuibished Dy ceviifi £ p Tuoiness  with acrepiahle nSirumernis or cerlified  cupiss

st 5 p rpal nlace  of

thereof constituting the chzio oi title from the origing! iessor. If any suck cnange in owrershin occurs throuph the desth of the owner, lessee may pay or
tender eny rentals, royalties or payments 1w the credit of ihe deceased or his estate n the deposiiory bank untii such time as lessee hss bLeen furnished with
evidence satisiactory Lo iessee uS Lo the pernons entitled w sucn sums. In the ¢vent of an assignment of this Jeune a5 10 & segrepated peritun of saic land. the
Pentals pxyabie nercunder shail be apportioned us beiween the severel Jeasehold uwners raiably accurding to the surface area of each, and default in rentai
payment by one wnhali not sffect the rights of otner lezsehold owners hergunder. Arn ass:gnment of tins lerse, in whole or mn part, shell, to the extent of such
assighment, relisve and discnarpe iesaee of &ny cblikations hereuncer, and, if lessee or assipnewe of part or narts hereof skall fari or muke default in the payment
of the proportionate part of the reniuls due from such lessee or kssignee or fail to comply with any other provision of the lease. such defauit shall not sffect this
leare in ac far ns it covers » part of said Junds upon which lessee or uny assignee thereof shall so comply or muke ruch payments. Rentals s used in this
paragraph shall slvo include snut-in royalty. .

8. Should lesier he prevented from complying with any express or impli=d covenant of this icase, or from conducting drilling or rewarking operations here-
under. or {rom produzmg oil or ras hereunder by reasun of searcity or inability o Gblain or use equibMedl or mlale-nn.l. or by ouperation of force nimjeure. or
by snyv Federk! or siate iew or any urder, rule or regulation of governmental nulhorlt)'_‘ then while su ;-(r\'rn1«~d. lessee’s duty sxhall be suspended, and lecsee
shull not be lisble for failure W cemply therewith: and this lesse shall le extended while and so lunk us iessee s prevented Ly any euch cuuse from condueting
drilling or reworking operations on or {rom producing oil or gas hereunder; uwnd the time while lersee 13 <0 prevented shall not be counted againsg lessee,
anything in this Jense 1o the erniiasry notwitheianding. ) )

10. Leasor hereby warrants and aprees 1o defend the title 1o swid Jand, and arrecs that Jessee, at its option. may discharge any tax, mortgage, or other
lien vpon €81d land, snd in the event ivssee does so. it shall be subropat=d to such hen with ﬂu: right 1o enforce s#me wnd epply rentels and royallies mecruing
hereunder towerd whatisfying: same. Withoul impuirment of lemsee’s ricnte under the warranty, if thiy jease covers w less interest in (he oil or Rab in all - any
part of said dund ihun i entire and undivided fee simple eriate twhother Jersor's interest s herein specified or not) then the rovalues, shutain royalty, rentai,
and other paymenta, if any, accruing from xny purt as to which thin lense cuvers lens tha‘n such full interest, shuli be paid only n the proportion which the
jnterest theresn, if mny, cowered by this Jesse, besre to the whole and undivided {ee simpie estate theremn. Should any one or more of the parties namey ahove as
Jessors Tuil to €xecute this lease, it thull neverthelens he bindirg upon the party oF jmri.cé eXecuting the same.

11. Lewarc, iLi/his syccesnors, hiirs &nd assigns, shall huve the right st any time 1o surrender "‘L" lenwe, in whole or in part, 10 leesor or his heiry, sucoes.
sora, and srsigna by de'ivering Or mMhuiling & Telenre thereof 1o the iesor, or by plecing & refense thereof of record in the county in which +aid land is situnted ;
thereupon beraet shnll uo rejieved fram all obligetions, expressed or implied. of this sgreement as lw_urrum- Ao surrendered, and theresfter the rentals and
shut.in royslty pudsble herpunder ehall be reduced in the proportion that the acruage covered herchy is reduced by snid release or reicases.

. . »

. SEE ATTACHED SIGNATURE RIDER : .

v

Executed the day and year first above

[
\0
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oeCction: 25 5w/ 4

For the purpose of calculsting the rent . -ided for. said land ic estimstegd 60 00
m ai . or provide . LL I -
€OmMprives more tr jess. Paynents hercinafter 9 AL I ..,.17

2. fubject 10 the other provitions herein contuined, this lease rhall remain in foree for a term of

85 long thereafter wa oil or gas, s produced from anid land or land with which savd lund 1 pooled.

3. The rovatues 10 he noid by desave ure: 1ar on oil. and on other huuid hydrocarhons suved at the well, 3/16 of 1+ at produced pnd $aved from a.d 1and
8ame 10 be Bohivered 81 the wells or 10 the credit of fmier in the pipe hoe to which the well muy be connected . ) TU0T L 0 ging casinghead #as aed wli gas.
€0us gubstances, produred 1§. P land and roid or used off the nrepmses. of it the menufuciure of gasohne or o, = 5 g atperefrom, the market valye .;
the mouth of the well of 71“61 of The pus s aold OF Uned. Brevided (het on £is fold 8L the wells the royalty shaip y, "‘_‘% 1g of the amount reahired from
such &nle: ict and a1 2NV Lime when this Jease e not validated by orher provisions heteol ang there s a pas and or Cundenlats weo) on siid 180d. o7 Jand juwled
therewith, bul gas &nd OF condensate s not heirg ro s0ld or used und such well it shut in. either before or after production G, oyom, then on or before 90 dayy
after w810 well s shut in, and thereafier 81 arnusl intervals, lesser mav put or Wnoer & mdvance snnual shut-in rovalty L 00 0 the amount of delay renual,
provided for in this lesse for the scresge then held uncer this Jesse by the party mahing such payment or 1ender, and 5o lang »e suod Khuteln royalty ix paid op
tendered this lease shall not terminate and it will be considered under ail clauses hereof that gas i beng produced from the luy .y oyemises 1IN DBYINZ QUaNLILies,
Each ruch pavment shall be paid ur tendered 1o the PATtY or parties who at the time of such pavment would be entitled 10 Tecwe (he reyaliies which would be
paid under this Jemse 1f the well were jn fset producing. or Le paid or tendered 1o the credit of such party or parties in the depoiiepy Lank and in the m er
hereinafier provided for the pavment of rentals. ecemper b ,

4. 1lf operstions for drilling are not commenced on said land or on land pooled therewith on or before one (1} year from JUX X2 /1nis lease shall terminate

.
Yeurs from \}C-}Ji\/ tcallrd “nrimary term'y, and

8% to both parties, unless on or hefore one (1} vear from this date lersee shall pay or tender to the lesor a rental of § —lﬁ-m____,__———— which
shall cover the privilege of deferring commencement of such operationg for & perod of twelve (124 months. In like manner and upon jike payments Or tendery,
annually, the commencement of said operstions may be further deferred for successive periods of twelve (12) months esch dUring the primary term. Payment

or tender may be made to the Jesror or to the credit of the lessor in the Libertv National Bank
a1 LOVlnGton I New I\iex'lco , which bank, or any successor thereof. shal}

continue 1o be the apent for the lessor and lessor's heirs and assigns. If such bank for anyv suecessor bank) shali fail, liquidate, or bLe suceeeded by another bank,
or for any reacon shali fail or refuse to accepl rental. lessee shall not be held in defau't until thirty 1301 anys sfter lessor shall deitver to lessee a recorcable
instrument meing provision for sLother scceuisbie methoc of payment or tender, and any depusitory charge is & lisbility of the Jessor. The payment or tender
of rental mav be made by check or oraft of leasee. maiied or delivered to suid bank or lessor, or any lessor if more than one, on or before the rental paying
C€ate. Any Umeily pavmeni or tender of remiai or shutl-in royalty which is mude I1n a bonu fide attempt to mahe praper puyment, but which is erroneous in
whole or in part as to partiss, amournts, or gepustiories shall nevertnless be sufficient to prevent termination of this iease in lhe ssme manner as though a
Proper payment nad been maae! provided, however, Jessee shel! correct such error within thirty 30, Gavs after Jessee has received Wwritten notice thereof by
certified mai! from lessor together with such instrumenws as are necessary to enable lessee to make proper payment.

3 o becdmber 241077

8. Lessec js herehy granted the rizht and power. from time tc time, to poo! or combine this Jeace, the land covered by it or any part or horizon thereof

with any other land, Jease, leases, mineral estates or parts thereof for the production of oil or ras. Units pooled hereunder shall not exceed the standard pro-

ration unit fixed by law or by the New Mexice Oil Conservation Cemmssion or by otiner lawful authority for the pooi or area in which said land is situated. plus
3 Wlerance of 107 . Lessee shall file writlen unit des:gnauions in the county in which the premises are jocawed and such uniis muy be cdesignated frum time to

time ynd either before or after the completion of we

Drilling operations on or praoduction from any part of any such unit shail he considered for all pur.

Pures, except lhe payment of royalty, as operations conoucted upor or production from the land oeseribed in this lease. There shali le zllocated to the land
. eovered by this iezse included in any such unit that poriion of the total productiun of pouied minerals from wells in the unit, after deducting any used in lease
or univ operations, which th? number of surface acres in the land covered by this lesse included in the unit bears to the total number of surface scres in the
unit, The production so allocated shall be considered for zll purposes, inciuding the pavment or delivery of rovalty. o be the entire production of pooled minerais
from the poriior of said lund covered hereby and included in said unit in the same manner as though produced from said land under the terms of this lease.
Any pooled unit designated by jessee, as provided herein. may he dissoived by lessee by recording an appropriate instrument in the County where the land is sit-
usied at any_t:me afier the completion of a dry hule or tne cessztion of production on said unit. Lessee is further granted the right and power to commit this
lease as 1o ali or 2ny portion of the above deseribed lands or horizons thersof to any unit agreement for the purpose of conserving the naturazl resources of any
oii or gas pool. field or zrea covered thereby: provided, such unit agreement contamms usuai and customary provisions for the allocation of oil and ras produced
{rom the uril ares 2ndé such unit agreement embraces lands of either the United States or State of New Mexico or both, and the form of unit agreement has
f1 gpproved by either the United States Geolugical Survey or Commissioner of Public Lands or both and the New Mexico 0il Cunservation Commission, and -

tpon ruch commitment the provisions of this lezse shall be conformed to the unit agreement.

6. Y prior to the discovery of oil or gas hereunder, lessee should drili and abandon a dry hole or holes hereunder, or if after discovery of oil or gas the
production thereof shouid cesse for any csause. this jesse shali not terminste if lessee commences reworking or additional driiling operations within 60 days
theresfter and dilirently prosecuies the same, or (if it be witkin the primary term: commences Of resumes the peyment ar tender of rentais or commences
operstions for driliing or reworking on or beiore the rents} paving cGate next ensuing after the expiration of three mornths from date of abandonment of said
dry nole or hoies or the cessation of production, 1f ©1 the expiration of the primary term ¢i! ar ges is nol being pruduced but lessee is then enguged in operations
for driiling or reworking of any weil, this lense zhell remsin in fo 80 lonp as such operations ere dilizentiy prorecuted with no cessstion of more than 60
consecutive deys. 1f during the drilling or reworking of any well under this paragraph, lessee loers or junks the hole or well and after dilizent efforts in good
fsith is unsble 10 compiete »eid operations then within 30 davs after the abandonment of szid operations lesses may commence another weil and €rill the same
with due ciligence. 1f any driliing, additianai crilling, or reworking operations hereunder result mn production. then this Jease shall remain in full force so long
‘thereafter as oii or gas is produced hereunder.

7. Lessee shull have free use of oil, gus and water from said Isnd, except water from lessor’s welis and tenks, for all operations hereunder, and the royslty
shall be computed after deducting &ny so used. Lessee shall have the right at any time during or after the eapiration of this lease 10 remove all property and
fixtures placed by jess«e an said }and, including the right to draw and remove &ll casing. When required by lessor. jeesee will bury all pipe lines on cultivated
lends below ordinsry plow depth. and no well shall be drilled within two hundred feet 200 ft.; of auy residence or barn now on said land without lessor’s con.
sent. Lessor shall have the priviiepe, at his risk and expense, of using gas from any gas weli on said Jand for sltoves and inside lights in the principal dwelling
thereon, out of any surplus g&s nCt nNweded for operations hereunder.

§. The rights of either part: hereunder may be assigned in whole or in part and the provisions hereo! shall extend to the heirs. executors, agministrators,
sUCcessors and ussigns: but nu change or divisicn in the ownership of the land, or in the ownership of or right w recewve rentsis. royvaities or payments, however
wreomulished shuli operste 1o.enlarge the obligstions or diminizh the rights of lessee: and no such chenge or division shail be binding upon lessee for any pur-
pore unti] 80 dxys after Jessee nes beenm furnisheg by certified mM2il 81 1e8keef DPIINCINEI Dinfe Gl LUSINESS Wil aClepesuie  MIsiiuenis of  cerlified Cupics
theteol COBSUILGLINE (it Lt of Litle frem the criging! jeszer. I any such rhange in awrnershin acrnre thraueh tha desth of the owner. lesssse mav payv or
iender any rentals, royalties or peyments 1o the credit of ihe deceased ar his estate in the cepository bank urntil such time as lessee has been furnished with
evidence satisiaclory to iessee s to the persons entitied to suen sums. In the event of an assignment of this lease 25 to 8 segresated poriion of said land, the
reniuis puxvable hereunder shall be upportioned us betweer the several leasehold owners raiably mecurding to the surface ares of each, and defzult in rental
payment by one rhall nmot mffect the rights of otner leasehold owners hereunder. An sssignment of this lesse. in whele or in part, shall, to the extent of such

assiznment, refieve and discnarpe icssee of &ny obligations hereunder, and, if lessee or assignee of part or parts hereof shall faii or muke cefault in the payment

of the proportjonate pari of the reninls due from such lessee or mssignee or feil i¢ comply with any other provision of the lease, such defmult shali not effect this .

lesre in a0 far us it covers & part of said Jands upon which lessee or any assignee thereol shall s0 eomply or make such payments. Rentais xs used in this

parugraph shall also include shut-in royslty.

6. Should lesier Le prevened from complying with any exprees or implied covenant of this )eune.vor from eonducting drilling or reworking operations here-
under. or irom producmg oil or ras hereunder hy reasun of re&rcity or inzbility to obtain or use equipment or malerial. or by operation of force majeure, or
by any Feaers) or state jew ar any order. rule or regulation of governmental aulhont): then while so pre\-emefi, lessee’'s duty shull be suspended, and lessee
shull not be lisiie for failure to comply therewith: and this lease shall he extended while and sc lonk ms iessce is prevented by any such cause from conducting

érilling or reworkiny operstions on or frum producing oil or gas nereunder; and the lime while lersee is so prevented shall not be counted arainst lessee,
anything in this lense to the enmizary notwitheianding.

10. Lessor hereby warrants snd azgre=s to defend the title 10 said land, and sgreee that lessee, at it option. may discharge any tax, morigage, or other
lien upor. e61d land, and jn the event iessee does 50, it shall be subiogated to such lien with the right 10 enforee xame snd appiy renteis and royalties aceruing
hereunder towerd sxtisfying same. Without impeirment of lessee’'s rignte under the warranty, if this ease covers a less interest in the oil or gas in all o any
pert of seid land then ine entire wnd undivided fee simple esiale (whother lecsor's intereet is herein specified ar not) then the rovalumes, shut-in royalty, rental,
Af mny. aecruing from &Ny Lert a6 lo which this lesse covers less than such full inweresi, chall be paid oniyv in the proportion which the
interest therein, if any, covered by this lesse, Leurs 1o the whole sand undivided fee simpie estate therein. Should any one or more of the partics named ahove as

and other paymen:z

Jesngrs fuil to execute this leuse, it chaull nevertlielesn be bindirnz upon the pary or parties eXeculing the same.

11. Lemace, itc/his succegsors, heirs and assigns, shr)l have the right st any time to gurrender this Jewse, in whole or in part, 10 lexsor or his heiry, succes-

sara, and sesigna by delivering or MuilingE & Telente thereof to the leasor, or by placing & relerse thereof of record in the county in whicn kaid land ir situated:

thereupon Jesiee annll be retreved from all ouligctions, expressed or implied, of this egreement 88 10 acreage wo gurrenderod, and therewfter the rentals and

shut-in royalty pujshle hereunder thell be reduced in the proportion that ihe acreage covered hereby is reduced by said rejesse or releases.

- e N >

. E - ..

. SEE ATTACHED SIGNATURE RIDER | ' Y

Executed the day and year first zbov

e

Wik S R ..
17760 L7104 4 7 . %/ ,
E“E‘k/Smith( CHLL | Cl7ned T A, TH

Annie Lora Smith
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Kenneth Mark sSmith

Patsy/Lou Smith
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William C. Smictn
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'Hanig/Jggn Smith
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5TATE OF NEW MEXICO, -

.

(":nnty ot P ) INDIVIDUAL ACENOWLEDGMENT (New Mexico Shurt Farm)
. The forems 'Y:;:;S;InQU,.th was acknowledged before me this 234 day of June _—
“ae_57 <,‘.;,'.« _.!x‘"}' mith.and@ wife, Annie Lora Smith
AR Ja 4 A
: :. \“ 1z - -
: : %~ [ELC‘mma/J//jﬁj’ﬂ" 2/
My Oon;nbbqn exppes 1Y 22 . 1978 ] “Notdry Public”
\( N .~ K 3 :-:
STATB,UP ;\EW”\'-EU 0, ‘
Co ."' : . INDIVIDUAL ACKNOWLEDGMENT (New Mexico Short Form)
: Fn \ . ‘e
<o ‘e, ‘(‘ ’4
_:' ﬁl? fope :pg ms"#q‘mnt was acknowledged before me this 23rd day of June
BIt E‘f’; ?e-msth Mark Smith and wife, Patsy Lou Smith
:'-,_/ - -I‘[‘I,“l.'% l‘(: : . :: “v"::;-“‘T 7
Faar- K . AT B
A A T Y - e J/j% éa/am/ Aﬂﬁ/ A/I/
M. Co,‘nmmmcn exp: L -3, 4 22, 19__78 d NotaryPublic
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sug:f OF NEW 2&X1C0, :

o~ Dl A : INDIVIDUAL ACKNOWLEDGMENT (New Mexico Short Form)
¥ .-_Gonnty ofrsiaa 2 -

g. i § Th'eo foneg.gng)i_ns.mmnt ~was acknowledged before me this 23rd day of June .
1. ’19;17_(691 wi1didm ¢, Smith and wife, Nancy Jean Smith
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" .STATE OF NEW MEXICO T . - ]
CORPORATION ACKNOWLEDGMENT (New Mexico Short Form)
County of
The foregoing instrument was acknowledged before me this day of , 19
by s President
of _ - . a s corporation
on behalf of said corporation.
My Commission Expires: Notary Public
STATE OF .
] CORPORATION ACKNOWLEDGMENT (New Mexico Short Form)
County of .
The forepoing instrument was acknowledged before me this day of , 19
by . President

of ' a corporation
on behalf of suid corporation. P

My Commission Expires: . Notsry Public




United States Department of the Interior

GEOLOGICAL SURVEY
P. 0. Box 26124
Albuquerque, iew llexico §7125

JUN 22 1978

Do 0! EF
Tnion 0il Company of California
Attention: Mr. Robert V. lLockhart
5J0 Worth Marienfeld
widland, Texas 79701

Gentlemen:
One approved copy of the Laguma ileep unit agreement. Lea County,

Zew Mexico, is enclosed. Such apreerment has been a
14-08-0001-16905 and is effective as of tais date,
ag approved.

Vou are requested to furnish the Jommissioner of Public Launds,

tie 011 Conservation Commission, Lotl: of Hew *lexiceo, aand all other
interested principals with approvriate evidence of this appreval.

Sincerely yours,

(ORIG. SGD.) JAMES W. SUTHERLAND
011 and Sas Suservisor, SIA

ianclosure

cc: Wi This Copy for
NMOCC, Santa Fe (ltr. onlyﬁ SS
Com. Pub. Lands, Santa Fe (ltr. only)



Union Oil and Gas Division: Central Region

Union Oil Company of California
500 North Marienfeld, Midland, Texas 79701
Telephone (915) 682-9731

(;%ii: é;;zqun,b,L?<p/ 79 778
' O
unien 4

Midland District .
June 27, 1978

State of New Mexico

0il Conservation Commission
P. 0. Box 1148

Santa Fe, New Mexico 87501

Attention: Mr. Joe D. Ramey, Director

Gentlemen:

W%
V/VJO' Case No. 6182

Order No. R-5684
Laguna Deep Unit
Lea County, New Mexico

In connection with the captioned unit, we are enclosing the following material
for your approval and file:

1) Xerox copy of Union 0il Company of California's letter dated June 1, 1978,
to the Area 0il & Gas Supervisor, U.S.G.S., requesting final determination
for the Laguna Deep Unit;

2) Original executed Unit Agreement signed by Union 0il Company of California
on March 20, 1978, together with original ratifications signed by the
following:

Working Interest Owners - Amoco Production Company
Atlantic Richfield Company
Gulf 0il Corporation

Overriding Royalty Interest Owners -

Bakersfield Investment Trust

Bank of America NT&SA as Trustee of the
Charles E. Strange 1976 Trust #1

James D. Craig and Wanda S. Craig

William Feick, Jr., and Joan M. Feick

Georgeanne Nilsen and Carl A. Nilsen, and
Gwen P. Taylor

C. E. Strange and Sherrie R. Strange

3) ZXerox copy of U.S.G.S. letter of June 22, 1978, together with Xerox copy
of Certificate-Determination reflecting subject unit was approved
effective June 22, 1978.



State of New Mexico
June 27, 1978
Page 2

Should you require any additional information, please let us hear from you.
Thank you for your cooperation in this matter.
Ver; truly yours, _

Robert V. Lockhart
District Land Manager

RVL/bh
Encls.

cc: W.I. Owners



Union Oil and Gas Division: Central Region

Union Oil Company of California
500 North Marienfeld, Midland, Texas 79701
Telephone (915) 682-9731

uni@n

Midland District 4
June 1, 1978

Area 0il and Gas Supervisor
United States Geological Survey
P. 0. Box 1857

Roswell, New Mexico 88201

Dear Sir:

Laguna Deep Unit
Lea County, New Mexico

By letter dated January 31, 1978, the Regional Conservation Manager for the
Director designated 2,558.04 acres, more or less, in Lea County, New Mexico,
as logically subject to exploration and development under the unitization
provision of the Mineral Leasing Act, as Amended.

Enclosed for your review and final approval are: four (4) copies of the

. Unit Agreement for the development and operation of the Laguna Deep Unit Area,
one (1) being designated as an original and executed by Union CGil Company of
California; three (3) sets (original plus three (3) Xerox copies) of "Censent,
Ratification and Joinder instruments which have been executed by the cther
Working Interest Owners with the exception designated hereinafter; and three
(3) copies of the Laguna Deep Operating Agreement executed by Union 0il Company
of California on March 20, 1978.

Presently 96.87261% of the working interest ownership in proposed Unit Area is
comnitted to join in the drilling of the initial test well. Belco Petroleum
Corporation owns an undivided 1/2 working interest under Tract 8, and they have
elected not to join or farmout under acceptable terms to date. A ccpy of Belco's
letter of November 1, 1977 is enclosed for your reference.

In addition to the working interest owners who have executed the Unit Agreement
and the Unit Operating Agreement, we have attached "Ratification and Joinder"
instruments to the Unit Agrecment for the owners as shown on Unit Agreement
Exhibit "B" under the various tracts in which the working interest is commiltted.

We are not subwiiiing Ratification aud Soindeis

{

[ T T T~ €ATT Acad
recutea oy tnd IoLilwiug:

¢}

1) Tract 1 - Virginia Willis Hess, Personal Representative of the Estate oi
Eugenia W. Bate, Deceased, owner of a 1}7 overriding royalty interest;
R.M. Hess and Virginia W. Hess, Trustees Under Agreement dated 4/10/72,
owners of a 1% overriding royaltyv interest; Elizabeth W. Christensen aund
husband, Don T. Christensen, owners of a %7 overriding rovalty interest;



2)

3)

4)

Area 0il and Gas Supervisor
United States Geological Survey
June 1, 1978

Page 2

Winifred T. Seaton, a widow, owner of a 1/2% overriding royalty interest; and
Jo Ann W. Light and husband, Robert S. Light, owners of a 1/2% overriding
royalty interest. All of the foregoing owners have been furnished with rati-
fications for thedir consideration. At the present time, none of these owners
have returned executed instruments. We will follow up and submit these joinders
when they are returned to this office.

Tract 4 - Calvin A. Mitchell and wife, Evelyn Mitchell, owners of a 47
overriding royalty interest; Leo Pollack, owner of a 1/4% overriding royalty
interest; and M. A. Schofman, owner of a 3/4% overriding royalty interest.

All of the foregoing owners have not been requested to join the unit since

the total 5% overriding royalty interest has been previously committed by
virtue of a provision in the original Assignment of lease from Mr. Calvin A.
Mitchell and wife, Evelyn Mitchell, to Union 0il Company of California. The
special provision committing this interest reads as follows: "Assignor's
interest in said overriding royalty shall be subject to any cooperative or

unit plan of operation or development approved by the Secretary of the Interior,
or any communitization or other agreement for the purpose of forming a well
spacing or a proration unit under the rules or regulations of the State regu-
latory body or other lawful authority having jurisdiction thereof, to which
said lease may have heretofore or may hereafter be committed, and in such event,
said overriding royalty shall be computed and paid on the basis of the oil and
ooc 2llecated to the shove degerihed Tand nnder and pursuant to the terms of
any such plan of operation or developuweui or any such agreement."
Tract 8 - Herbert A. Settles and wife, Beatrice C. Settles, owners of a 5%
overriding royalty interest, are not being requested to commit to the Unit
Agrcement. Union is committing 1/2 of this overriding royalty interest to the
Unit Agreement by wvirtue of the same assignment provision stated above for the
owners in Tract 4. The remaining working interest owner under this tract, Belco
Petroleum Corporation (50%) has refused to join in the unit or farmout, as
previously advised; therefore, we are only committing 1/2 of the overriding
royalty interest on this leasehold.

Tract 10 - Carol L. Teigen and husband, Theodore H. Teigen, Jr., owners of a 5%
overriding royalty interest are not being requested to commit to the Unit
Agreement. Union is committing this interest to the Unit Agreement by virtue
of the same Assignment provision stated above for the owmers in Tract 4.

Pursuant to the request stated in the Regional Conservation Manager's letter of
February 2, 1978, the Exhibit "B" to the Unit Agreement includes the latest status
of all Federal acreage, showing the current record owners of all issued leases,
there being no leases in application status within the unit area, and likewise,
showing all current overriding royalty owners. The entire unit area of 2,553.04
acres is composed of 1,760 acres of Federal land, 638.04 acres of State land, and
160 acres of fee land.



Area 0il and Gas Supervisor
United States Geological Survey
June 1, 1978

Page 3

We respectfully request your early consideration to the Unit Agreement and its
final approval. We are presently attempting to obtain a suitable drilling rig
to commence this project. When the Unit Agreement is approved, please return
all approved copies not retained by your office to the undersigned. Thank
you for your cooperation in this matter.

Very truly yours,

UNION OIL COMPANY OF CALIFORNIA
Ay

Ia "
/,;; ) f' ' f..»w{ v‘:!l: o S !'/h g - ",\}.",...,.m

i ':' 3 or . 3 b
A AL

Robert V. Lockhart
District Land Manager

¥
§h

RVL/bh
Encls.



United States Department of the Interior

GEOLOGICAL SURVEY | N D
P. 0. Box 26124 T
Albuquerque, New Mexico 87125 JUN 26 1978
MIDLAND DISTRICT 1anD
JUN 22 1978

Union 0il Company of California
Attention: Mr. Robert V. Lockhart
500 North Marienfeld

Midland, Texas 79701

Gentlemen:

One approved copy of the Laguna Deep unit agreement, Lea County,
New Mexico, is enclosed. Such agreement has been assigned No.
14-08-0001-16905 and is effective as of this date, the same day

as approved.

You are requested to furnish the Commissioner of Public Lands,
the 0il Conservation Commission, both of New Mexico, and all other
interested principals with appropriate evidence of this approval.

Sincerely yours,

Qe st/

JAMES W, SUTHERLAND
0il and Gas Supervisor, SRMA




CERTIFICATION--DETERMIRATION

Pursuant to the authority vested in the Secretary of Intericor, under
‘the act approved February 25, 1920, 41 Stat. 437, as amended, 30 U.5.C. secs.
181, et seq., and delegated to the 0il and Gas Supervisors of the Geological

Survey (33 F.R. 5812), 1 do hereby:

A. Approve the attached agreement for the development and operation

of the o TAGONA DEEP ' Unit Area,

State of NEW MEXIQD : .

B. Certify and determine that the unit plan of development and
operation contemplated in the attached agreement is necessary and advisable in
the public interest for the purpose of more properly conserving the natural

resources,

-~ IR Y RS T $ + % 3 diir A
C., Ceriilfy and determine that the drilling, preducing, renral,

"y

‘minimum royalty, and royalty requirements of all Federal lesses committed to
said agreement are hereby established, altered, changed, or revoked to conform

with the terms and conditions of this agreement.

Dated . JUN 22 1978 .

ne 7 SEAL L/

1 and Gas Supervisor, United States Geological Survey

Contract Nunxbc?__]:u_l_f,_:'_Q_ 8- 000 1“'1 69 0 5
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UNIT AGLUSEMIENT
FOR TIHE DEVELOPMENT AND OPERATION
OF Ti
LAGUNA DEIP UNIT ARFA
OOUNTY O LEA

STATE OF NEW MEXICO

NO.

THIS AGREEMENT entered into as of the 2nd day of February, 1978, by and
between the parties subscribing, ratifying or consenting hereto, and herein

referred to as the "parties hereto'.

WITNESSETH:

WHEREAS, the parties hereto are the owners of working, royalty, or other
0il and gas interests in the unit area subject to this agreement; and

WHEREAS, the Mineral leasing Act of February 25, 1920, 41 Stat. 437, as
amended, 30 U.S.C. Secs. 181 et seq., authorized Federal lessees and their
representatives to uniie with each other, or jointly or scparately with others
in collectively adopting and operating a cooperative or unit plan of develop-
ment or operations of any oil or gas pool, field, or like area, or any part
thereof for the purpose of more properly conserving the’natural resources
thereof whenever determined and certified by the Secretary of the Interior to
be necessary or édvisable in the public interest; and

WHEREAS, the Commissioner of Public Lands of the State of New Mexico is
authorized by an Act of the legislature (Sec. 7-11-39 N.M. Statutes 1953
‘Annotated) to consent to or approve this agreement on behalf of the State of
New Mexico, insofar as it covers and includes lands and mineral interests of
.the State of New Mexico; and

WHEREAS, the Oil Conservation Commission of the State of New Mexico is
authorized by an Act of the lLegislature (Afticle 3, Chapter 65, Vol. 9, Part 2,
1953 Statutes) to approve this agreament and the conservation provisions hereof;
and

WITIREAS, the parties hercto hold sufficient interests in the Laguna Deep
Unit Arca covering the land hereinafter described to give reasonably effective

control of operations therein; and



WHEREAS, it is the purpose of the parties hercto to conserve natural
resources, prevent wuéte, and sccure other benefiés cobtainable through
development and operation of the area subject to this agreement under the
terms, conditions and limitations herein set forth;

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

1. ENABLING ACT AND REGULATIONS. The Mineral leasing Act of February 25,
1920, as amended, supra, and all valid pertinent regulations, including operat-
ing and unit plan regulations, heretofore issued thereunder or valid, pertinent
and reasonable regulations hereafter issued theréunder are accepted and made 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
0il and gas operating regulations in effect as of the effective date hereof
goverhing drilling and producing operations, not inconsistent with the termns
hereof or the laws of the State of which the non-Federal 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 constituting the unit area,
containing 2,558.04 acres, more or less.

Exhibit "A" shows, in addition to the boundary of the unit area, the
boundaries and idenfity of tracts and leases in said area to the extent known
to the Unit Operator. Exhibit '"B" attached hereto is a schedule showing to
the extent known to the Unit Operator the acreage, percentage, and kind of
“ownership of oil and gas interests in all land in the unit area. However,

- nothing herein or in said schedule or map shall be construed as a representa-
tion by any party hereto as to the ownership of any interest other than such
interest or interests as are shown in said map or schedule as owned by such
party. IExhibits "A" and '"B" shall be revised by the Unit dperator whenever
changes in the unit area render such revision necessary, or when requested by
the Oil and Gas Supervisor, hereinafter referred to as "Supervisor', or when

requested by the Cannissioner of Public Lands of the State of Now Mcexico,



et ter toforrod %0 o "Comicgioner” and ot Tess than v 699tk Of

the revisod exhibits shall be filed with the Supervisor, and two copics
thercof shall be filed with the Comissioner, and ore copy with the New Mexico
0il Conservation Commission, hereinafter referred to as "Comnission'.

The above-described unit area éhall 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 in the following manner:

(a) Unit Operator, on its own motion or on demand of the Director of the
Geological Survey, hereinafter referred to as 'Director', or on demand of the
Comissioner, after preliminary concurrence by the Director and the Commissioner,
shall prepare a notice of proposed expansion or contraction describing the con-
templated changes in the boundaries of the unit area, the reasons therefor, and
the proposed effective date thereof, preferably the first day of a month subse-
quent to the date of notice.

(b) Saild notice shalil be delivered 1o the Supcrviscer, the Commiccioner
_and the Cbnnﬁssidn and copies thereof mailed to the last known address of each
working interest owner, lessee, and lessor whose interests are affected,
advising that 30 days will be allowed for submission to the Unit Operator of
any objections,

(¢) Upon expiration of the 30-day period provided 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 objections thereto which have been filed with'the Unit Oper-
ator, together with an application in sufficient nunber, for approval of such
expusion or contraction and with apprepriate jeinders,

(d) After due consideration of all pertinent information; the expansion
or coatraction shall, upon approval by the Supervisor, the Camnissioner and
the Conmission, become effective as of the date prescribed in the notice
thercof.

(e) All legal subdivisions of lands (i.e., 40 acres by Government

survey or its nearest lot or tract equivalent; in instances of irregular



surveys unusually large lots or tracts shall be considered in multiples of 40
acres or the nearest aliquot equivalent thereof), no parts of which are
~entitled to be in a participating area on or before the fifth anniversary 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 longer be a
part bf the unit area and shall no longer be subject to this agreement, unless
diligent drilling operations are in progress on unitized lands not entitled to
participation on said fifth anniversary, in which event all such lands shall.
remain subject hereto so long as such drilling operations are continued
diligently with not more than 90 days time elapsing between the completion of
~one well and the commencement of the next 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

as during said 5-year period. However, when such diligent drilling operations
cease, all nonparticipating lands shall be automatically eliminated effective
as of the 9lst day thereafter. The Unit Operator shall; within 90 days after
the effective date of an& elimination hereunder, describe the area so
eliminated to the satisfaction of the Supervisor and the Commissioner, and
promptly notify all paities in interest.

If conditions warrant extension of the five and ten-year periods'specified
-in this subsection 2(e), an extension of such periods may be accomplished by
consent of the owners of 90% of the current unitized working interests and 6%
cf the current unitized basic royalty interests (exclusive of the basic royalty
interests of the United States), on a total-nonparticipating acreage basis,
respectively, with approval of the Director and Conmissioner not later than 60
days prior to the expiration of said five-year or'ten—year periods.

Any expansion of the unit area pursuant to this section which embraces
lands theretofore eliminated pursuant to this subsection 2(e) shall not be

considered automatic commitment or reconmitment of such lands.



3. UNITIZED LARD AND UNITIZED SUBSTANCES. A:Ll land committed to this
agreenent shall constitute land referred to herein as "uanitized land" or.
"land subject to this agrecment'. All oil and gas in and produced from the
hereinabove specified lands comnitted to this agreement as to all formations
at all depths lying beneath the top of the Seven Rivers formation identified
at 3,443 feet in the Electric log run in the Pan American Petroleum Corporation
Well No. 1 Donohue Federal located 660 feet from South and 2310 feet from East
lines of Section 26, Township 19 South, Range 33 East, N.M.P.M., lea County,
New Mexico, are herein called ''unitized substances™.

4, UNIT OPERATOR. Union 0il Company of California is hereby designated
as Unit Operator and by signature hereto as Unit Qperator agrees and consents
to accept the duties and obligations of Unit Operator for the discovery,
development and production of unitized substances as herein provided. Whenever
refercnce is made herein to the Unit Operator, such reference means the Unit
Operator acting in that capacity and not as an owner of interest in unitized
substances, and the term "working interest owner', when used herein, shall
an interest is owned by it.

5. RESI@ATION COR REMOVAL OF UNIT OPERATCR. Unit Operator shall have
the right to resign at any time prior to the establishment of a participating
area or areas hereunder, but such resignation shall not become effective 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 intention to resign has been served by Unit Operator on all working
interest owners and the Supervisor, the Comnissioner and the Conmission, and
' until all wells then drilled hereunder are placed in a satisfactory condition
for suspongion or abhandonment whichever is required by the Supervisor as to
Federal lands and by the Commissioner as to State and privately cwned lands,
unless a new Unit Operator shall have been selected and approved and shall
have taken over and assumed the duties and obligations of Unit Operator prior
to the expiration of said period.

Unit Operator shall have the right to resign in like manner and subject
to like limitations aé above provided at any time a participating areca

established hercunder is in existence, but, in all instances of resignation



or ramoval, until a successor Unit Operator is seloected and approved as horein-
after provided, the working interest owners shall ke jointly responsible for
performance of the duties of Unit Operator, and shall, not later thaan 30 days
before such resignation or removal becomes effective, appoint a comnmon agent

to represent them in any action to be taken hereunder.

The resignation of Unit Operator shall not release Unit Operator from any
liability for any default by it hereunder occurring prior to the effective date
of its resignation.

The Unit Operator may, upon default or failure in the performance of its
duties or obligations hereunder, be subject to removal by the same percentage
vote of the owners of working interests as herein provided for the selection
of a new Unit Operator. Such removal shall be effective upon notice thercof
to the Supervisor and the Commissioner.

The resignation or removal of Unit Operator under'%his agreement shall
not terminate its right, title or interest as the owner of a working interest
or other interest in unitized substances, but upon the resignation or ranoval
of Unit Cporater beecoming offective, cuch Thit Mneratar shall deliver nosses-—
sion of all wells, equipment, materials and appurtenances used in ccnducting
the unit operations to the new duly qualified 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 operations hereunder. Nothing herein shall be
construed as authorizing removal of any material, equipment and appurtenances
needed for the preservation of any wells.

6. SUCCESSOR UNIT QPERKDDR. Whenever the Unit Operator shall tender
his or its resignatibn as Unit Operator or shall be removed as hereinabove
provided, or a change of Unit Operator is ncgotiated by working interest

oumers, the

owney wners of the working interests in the participating area or
areas according to their respective acreage interests in such participating
area or areas, or, until a participating area shall have been established,
the owncers of the working interests according to their respective acreage
interests in all unitized land, shall by majority vote select a successor
Unit Opcrator: Provided, That, if a majority but less than 75 percent of

the working interests qualified to vote are owned by one paaty to this



agrecment, a concurring vote of one or nore additiqnal working intercest owners
shall be required to select a new opcrator. Sucp selection shall not bocénm
effective until:

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

(b) the selection shall have been approved by the Supervisor and the
Comnissioner.

If no successor Unit Operator is selected and qualified as herein provided,
the Director and Commissioner at their election may declare this unit agreeament
terminated.

7. ACOOUNTING PROVISIONS AND UNIT OPERATING.AGEEEB&HTF. If the Unit Oper-
ator is not the sole owner of working interest, costs and expenses incurred by
Unit Operator in conducting unit operations hereunder shall be paid and appor-
tioned among and borne by the 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.  Anv 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 oper-
ating agrecments, 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; however, no
éuch unit operating agreement shall be decmed 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 agrecement, and in case of any
inconsistency or conflict between this unit agreement and ﬁhe unit opcerating
agrecment, this unit agreement shall govern. Three true copies of any unit
operating agrecment executed pursuant to this'section should be filed with
the Supervisor and two true copies with the Conmissioner and one true copy

with the Conmission, prior to approval of this unit agreement.
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8. RIGITS AND OBLIGATIONS OF UNIT CPERATOR. - Ixcept as otherwise specifi-
cally provided herein, the exclusive right, privilege, and duty of excrcising
any and all rights of the parties hereto which are necessary or convenient for
prospecting for, producing, storing, allocating, and distributing the unitized
substances are hereby delegated to and shall be exercised by the Unit Operator
as herein provided. Acceptable evidence of title to said rights shall be
deposited with said Unit Operator and, together with this agreement, shall
constitute and define the rights, privileges, and obligations of Unit Operator.
Nothing herein, however, shall be construed to transfer title to any land or to
any lease or operating agreement, it being understood that under this agreanent
the Unit Operator, in its capacity as Unit Operator, shall exercise the rights
- of possession and use vested in the parties hercto only for the purposes herein
specified.

9. DRILLING TO DISQOVERY. Within 6 months after the effective date hereof,
the Unit Operator shall begin to drill an adequate test well at a location
approved by the Supervisor, if on Federal land, or by the Coummissioner if on
State land, or by the Commission iI on Ifee land, unless on such elfective daie
a well is being drilled conformably with the terms hereof, and thereafter
continue such drilling diligently until the Silurian formation has been tested
or until at a lesser depth unitized substances shali be discovered which can
be produced in paying quantities (to-wit: quantities sufficient to repay the
costs of drilling, completing, and producing operations, with a reasonable
profit) or the Unit Operator shall at any time establish to the satisfaction
of the Supervisor if located on Federal lands, or the Commissioner if located
‘on State lands, or the Commission if located on fee lands, that further drill-
ing of said well would be unwarranted or impracticable, provided, however, that
Unit Operator shali nol in any evenl be reguired to drill said well to a depth
in excess of 14,600 feet. Until the discovery of a deposit of unitized sub-
stances capable of being prbduced in paying quantities, the Unit Operator shall
continue drilling one well at a time, allowing not more than 6 months between
the corpletion of one well and the beginning of the next well, until a well
capable of producing unitized substances in paying quantities is completed to

the satisfaction of said Supervisor if on Federal land, or the Commissioner if
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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
guantities in the formntions drilled hercunder. Nothing in this scction shall bhe
deemed to limit the ri .t of the Unit Operator to resign as provided in Scctic 5
hereof, or as requiriny Unit Operator to commence or continue any drilling dwring
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 opinion, such action is warranted. Upon failure to comnence
any well provided for in this section within the time allowed, including any
extension of time granted by the Supervisor and the Comnissioner, this agrecnent
will automatically terminate; upon failure to continue drilling diligently any
well commenced hereunder, the Supervisor and Commissioner may, after 15 days
notice to the Unit Operator, declare this unit agreement terminated.

10. PLAN OF FURTHER DEVELOPMENT AND OPERATION. Within 6 months after com-
pletion of a well capable of producing unitized substances in paying quantities,
ihe Unit Operator suall subnii for Lhe gapproval vl e Supcivisor and whe Cosns—
sioner an acceptable plan of development and operation for the unitized land
which, when approved by the Supervisor and the Comissioner, shall constitute
the further drilling and operating obligations of the Unit Operator under this
agreement for the period specified therein. Thereafter, from time to time before
the expiration of any existing plan, the Unit Operator shall submit for the
approval of the Supervisor and the Commissioner a plan for an additional specified
period for the development and operation of the unitized land.

Any plan submitfed pursuant to this section shall provide for the exploration
of the unitized area and for the diligent drilling necessary for determination of
the avea or areas thareof capable cof preoducing unitizmed substances in paying quan-
tities in each and every productive formtion and shall be as complete and adequate
as the Supervisor, the Conmissioner and Conmission may determine to be necessary
for the timely development and proper conservatioﬁ of the oil and gas resources
of the unitized area and shéll:

(a) specify the nunber and locations of any wells to be drilled

and the proposed order and time for such drilling; and



(h) to the extent. practicable, specify the operating practices
regarded as necessary and advisable for proper conservation
of natural resources.
Separate plans may be submitted for separate productive zones, subject to Lhe
approval of the Supervisor, the Commissioner and the Commission.

Plans shall be modified or supplenented when necessary to meet changed
conditions or to protect the interests of all parties to this agrecment.
Reasonable diligence shall be exercised in complying with the obligations of
the 2pproved plan of development. The Supervisor and Conmissioner are author-
ized to grant a reasonable extension of the 6-month period herein presecribed
for submission of an initial plan of development where such action is justified
because of unusual conditions or circumstances. After completion hereunder of
a well capable of producing any unitized substances in paying quantities,; no
further wells, except such as may be necessary to afford protection against
operations not under this agreament and such as may be specifically approved
by the Supervisor and the Comnissioner, shall be drilled except in accordance
with a plan of development approved as helein provided.

11. PARTICIPATION AFTER DISCOVERY. Upon completion of a well capable of
producing unitized substances in paying quantities or as soon thereafter as
required by the Supervisor and Commissioner, the Unit Operator shall submit
for approval by the Supérvisor and Conmissioner a schedule, based on subdivisions
of the public land survey or aiiquot parts thereof, of all land then regarded as
reasonably proved to be productive in paying quantities; all lands in said
schedule on approval of the Supervisor and Commissioner to constitute a
“participating area, effective as of the date of completion of such well or the
effective date of this unit agreement, whichever is later. The acreages cf both
Federal and non-Federal lands shall be based upon appropriate computations from
the courses and distances shown on the last approved public land survey as of the
effective date of each initial participating area. Said schedule shall also set
forth the percentage of unitized substances to be allocated as herein provided
to each tract in the participating area so cstablished, and shall govern the

allocation of production commencing with the effective date of the participating



area. A separate participating area shall be established for cach separate pool
or deposit of unitized substances or for any group thereof which 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, is subsequently
found to be from a common pool or deposit said participating areas shall be com-
bined into one effective as of such appropriate date as may be approved or
prescribed by the Supervisor and Commissioner. The participating area or areas
so established shall be revised from time to time, éubject to like approval, to
include additional land fhen regarded as reasonably proved to be productive in
paying quantities or necessary for unit operations, or to exclude land then
regarded as reasonably proved not to be productive in paying quantities and the
schedule of allocation percentages shall be revised accordingly. The effective
date of any revision shall be the first day of the month in which is obtained
the knowledgze or information on which such revision is predicated, provided,
however, that a more appropriate effective date may be used if justified by

the Unit Operator and anproved by the Supnervisor and Conmmissioner. No land
shall be excluded from a participating area on account of depletion of the
unitized substances, except that any participating area established under the
provisions of this unit agreement shall terminate 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 area known or reasonably estimated to be productive in paying quantitiés,
but, regardless of any revision of the participating area, nothing herein
contained shall be construed as requiring any retroactive adjustment for
production obtained prior to the etfective date of the revision of the
participating area.

In the absence of agreement af any time between the Unit Operator and the
Supervisor and Commissioner as to the proper definition or redefinition of a
participating area, or until a participating area has, or areas have, beecn
established as provided herein, the portion of all payments aflfected thercby

shall be impounded in a manner mutually acceptable to the owvners of working
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interests and the Supérvisor and Comuissioner. R&yaltios duc the United States
and the State of New Mexico, which shall be determined by the Supcrvisor for
Federal land and the Commissioner for State land and the anount thereof shail
be deposited, as directed by the Supervisor and Comissioconer respectively, to
be held as unearned money until a participating avea is finally approved and
then applied as earned or returned in accordance with a determination of the

sun due as Federal and State royalty on the basis of such approved participating
area.

Whenever it is determined, subject to the approval.of the Supervisor as to
wells drilled on Federal land and of the Comnissioner as to wells drilled on
State land, that a well drilled under this agreement is not capable of production
in paying quantities 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 settlenent among all parties other than working interest owners, be allocated
to the land on which the well is located unless such land is already within tho
participating area 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. ALIOCATION OF PRODUCTION. All unitized substances produced from each
participating area established under this agreement, except any part thereof
used in conforndty_with good operating practices within the unitized area for
drilling, operating, camp and other production or development purpcses, for
repressuring or recycling in accordance with a plan of development approved by
the Supervisor and Commissioner, or unavoidably lost, shall be deemed to be
' produced equally on an acreage bésis from the several tracts of unitized land
of the participating area established for such production and, for the purpose
of determining any benefits accruing under this agreement, each such tract of
unitized land shall have allocated to it such percentage of said production as
the nurber of acres of such tract included in said particibating arca bears teo
the total acres of unitized land in said participating area, except that alloca-
tion of production hereunder for purposes other than for settlament of the
royalty, overriding rbyalty, or payinent out of production obligations of the

respective working interest owners, shall be on the basis prescribed in the



unit operating agrecment whether in conformity with the basis of allocation
herein set forth or otherwise. It is hereby agreced that production of unitized
- substances from a participating area shall be allocated as provided herein
regardless of whether any wells are drilled on any particular part or tract of
said participating area. If any gas produced from one participating area is
used for repressuring or recycling purposes in another participating area, the
first gas withdrawn from such last mentioned participating area for sale during
the life of this agreement shall be considered to be the gas so transferred
until an amount equal to that transferred shall be so produced for sale and
such gas shall be allocated to the participating area from which initially
produced as such area was last defined at the time of such final production.

13.  DEVELOPMENT OR OPERATION OF NON—PARTICIPATING TAND OR FORMATIONS.

Any party hereto owning or controlling the working interest in any unitized
land having thereon a regular well location may with the approval of the Super-
visor as to Federal land, the Cannissioﬁer as to State land and the Commission
as to privately owned land, at such party's sole risk, cost and expense, drill
a well to test any formation for which a participating area has not been estab-
lished or to test any formation for which a participating area has been estab-
lished if such location is not withirn said participating area, unless within O
days of receipt of notice from said party of his intention to drill the well
the Unit Operator elects and commences to drill such a well in like manner as
other wells are driiled by the Unit Operator under this agreement.

If any well drilled as aforesaid by a working interest owher results in
production such that the land upon which it is situated may properly be included
in a participating area, such parficipating area shall be established or enlarged
as provided in this agreement and the well shall thereafter bé operated by the
Unit Operator in accordance with the terms of this agreement and the unit
operating agreement.

If any well drilled as aforesaid by a working interest owner obtains produc~
tion in quantities insufficient to justify the inclusion of the land upon which
such well is situated in a participating area, such well may be operated and
produced by the party drilling the sume subject to the conservation roquivements
of this agrecnent. The royalties in amount or value of production from any such

well shall he paid as specified in the underlying lease and agrooments alfected,



14. ROYALTY SEITLEMENT. The Unitced States and any State and any royalty
owner who is entitled to take in kind a share of the substunces now unitized
hereunder shail hereafter be entitled to the right to take in kind its share
of the unitized substances, and the Unit Opcrator, or the working interest owner
in case of the operation of a well by a working interest owner as herein provided
for in special cases, shall make deliverics of such royalty share taken in kind
in conformity with the applicable contracts, laws and regulations. Scttloment
for royalty interest not taken in kind shall be made by working interest owners
responsible therefor under existing contracts, laws and regulations, or by the
Unit Operator, on or before the last day of each month for unitized substances
produced during the preceding calendar month; provided, however, that nothing
herein contained shall operate to relieve the lessces of any land fram their
respective lease obligations for the payment of any royalties due under their
leases. -

If gas obtained from lands not subject to this agreenent is introduced into
any participating area hereunder, for use in repressuring, stimulation of pro-
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approved by the Supervisor, the Commissioner, and Conmission, a like amount of
gas,'after settlemeqt ag herein prévided for any gas transferred from any other
participating area and with appropriate deduction for loss from any cause, may

be withdravn from the formation in which the gas is introduced, royalty free as
to dry gas, but not.as to any products which may be extracted therelrom;

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 the Supervisor,
the Commissioner and Commission as conforming to good petroleun engineering
practice; and provided further that such right of withdrawal shall terminate on
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of this unit agreement.

Royalty due the United States shall be computed as provided in the operating
regulations and paid in value or delivered in kind as to all unitized substances
on the basis of ‘he anmounts thereof allccated to unitized Tederal land as pro-
vided herein at the rate specified 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 daily average production per well,

said average production shall be determined in accordance with the operating
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repulations as though each participating area were a single consolidated 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 SETTLEMENT. Rental or minimum royalties due on leascs comitted
hereto shall be paid by working interest owners responsible therefor under exist-
ing contracts, laws and regulations, provided that nothing herein contained shall
operate to relieve the lessees of any land from their respective lease obligations
for the payment of any rental or minimum royalty duc under their leases. Rental
or minimum royalty for lands of the United States Subjéct to this agreanent shall
be paid at the rate specified in the respective leases from the United States
unless such rental or minimum royalty is waived, suspended or reduced by law or
by approval of the Secretary or his duly authorized representative.

Rentals on State.of New Mexico lands subject to this agreanent shall be paid
at the rates specified in the respective leases.

With respect to any lease on non-Federal land containing provisions which
would terminate such lease unless drilling operations are commenced upon the
>reby within the time therein gpecified or rentals are paid for
the privilege of deferring such drilling operations, the rentals required thereby
shall, notwithstanding any other provisions of this agrecment, be deemed to accrue
and becone payable during the term thereof as extended by this agreement and until
the required drilling operations are commenced upon the land covered thereby or
until some portion of such land is included within a participating area.

16. QONSERVATION. Operations hereunder and production of unitized substances
shall be conducted to provide for the most economical and efficient recovery of
-said substances without waste, as defined by or pursuant to State or Federal laws
or regulations.

17. DRAINAGE. The Unit Operator shall take such measures as the Supervisor
and Comissioner deem appropriate and adequate to prevent drainace of wnitized
substances from unitized land by wells on land not subject to this agreement.

18. LEASES AND CONTRACTS COONIORAMED AND EXTENDED. The terms, conditions and
provisions of all leases, subleases and other contracts relating to exploration,
drilling, development or operations for oil or gas on lands comnitted to this

agrcament are hereby expressly modified and amended Lo the cexteni necessary to



make the same conform to the provisions horeof; but otherwise to remain in full
force and effect; and the parties hereto hereby.consent that the Sccretary as
to Federal leases and the Commissioner as to State leuases shall and cach by his
approval hereof, or by the approval herecof by their duly authorized representa-
tives, do hereby establish, alter, change or revoke the drilling, producing,
rental, minimm royalty and royalty reguiraments of Federal and State leases
comiitted hereto and the regulations in respect thereto . to conforin said require-
ments to the provisions of this agreement, and, without limiting the generality
of the foregoing, all leases, subleases, and contracts arc particularly modificd
in accordance with the following:

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

the terms hereof shall be deemed full performance pf all obligations for

development and operation with respect to each and every separately owncd

tract subject to this agreement, regardless of whether there is any develop-

ment of any particular tract of the unit area.

(b) Drilling and producing operations performed hercunder upon any tract

of unitized land will be accepted and decmed to be performed upon and for

the benefit of each and évery tract of unitized land, and no lease shall

be deemed to expire by reason of failure to drill or produce vells situated

on the land therein embraced. |

(c) Suspension of drilling or producing operations on all unitized lands

pursuant to diréction or consent of the Secretary and Commissioner or their

duly authorized representatives shall be deemed to constitute such suspen-

sion pursuant to such direction or consent as to each and every tract of

unitized land. A suspension of drilling or producing operations limited

to specified lands shall be applicable only to such landé.

(d) Each lease, sublease or contract relating to the exploration, drilling,

development or operation for oil or gas of lands other than thosce of the

United States or State of New Mexico comnitted to this agrecment, which,

by its terms might expire prior to the temmination of this agreament, is

hereby extended beyond any such term so provided therein so that it shall

be continued in full force and effect for and during the tern of this acrco-

ment.



(e) Any Federal lease for a fixed term of twenty (20) years or any rcncwal
thereof or any part of such lease which is ﬁade subject to this ugreement
shall continue in force beyond the term provided therein until the teimina-
tion hereof. Any other Federal lease committed hereto shall continue in
force beyond the term so provided therein or by law as to the land committed
sc long as such lease ramains subject hereto, provided that production is
had in paying quantities under this unit agreement prior to the expiration
date of the term of such lease, or in the event actual drilling operations
are Qannencéd on unitized lands, in accordance with the provisions of this
agreenent, prior to the end of the primary term of such lease and are being
diligently prosecuted at that time, such lease shall be extended for two
years and so long thereafter as oil or gas is produced in paying quantities

in accordance with the provisions of the Mineral lLeasing Act Revision of

(f) Each sublease or contract relating to the operation and development
of unitized substances from lands of the United States comnitted to this

e~
j 9w

agreement, which by its terms would expire prior o ithe Lige at which ©
underlying lease, as extended by the immediately preceding paragraph, will
expire, is hereby 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 lease as such tem is hereih extended.

(g) Any 1ease'enbracing 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 committed hereto until the termination hereof,
subject to the provisions of subsection (e) of Section 2 and subsection

(i) of this Section 18.

(h) The segregation of any Federal lease comitted to this agrecament is
governed by the following provisions in the fourth paragraph of Sec. 17(3)
of the Mineral lLeasing Act, as amended by ihe Act of September 2, 1960

(74 Stat. 781-784). ""Any (Federal) lease heretofore or hereafter committcd
to any such (unit) plan embracing lands that are in part within and in part
outside of the area covered by any such plan shall be segregated into
scparate leases as to the lands comiitted and the lands not conmitted as

of the effective date of unitization: DProvided, however, That any such

.



lease as to the nonunitized portion shall continuc in force and cffect for
the term thereof but for not less than iwo years from the date of such
segregation and so long thereafter as oil or gas is produced in paying
quantities'.

(i) Any lease embracing lands of the State of New Mexico having only a
portion of its lands comitted hercto, shall be segregated as to the portion
comitted and the portion not committed, and the provisions of such lease
shall apply separately to such segregated portions commencing as of the
effective date hereof; provided, however, notwithstanding any of thc
provisions of this agreement to the contrary any lease enbracing lands of
the State of New Mexico having only a portion of its lands committed hereto
shall continue in full force and effect beyond the term provided therein as
to all lands embraced in such lease, if o0il or gas is discovered and is
capable of being produced in paying quantities from some part of the lands
enbraced in such lease at the expiration of the secondary term of such lease;
or if, at the expiration of the secondary term, the lessee or Unit Operator
is then engaged in bona fide drilling or reworking operations on some part
of the lands embraced in such lease, the same, as to all lands enbraced
therein, shall ramain in full force and effect so long as such operations
are being diligently prosecuted, and if they result in the production of
oil or gas, said leaée 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 lands.

(j) Any lease, other than a Federal lease, having only a portion of its
lands conmitted hereto shall be segregated as to the portion committed and
the portion not committed, and the provisions of such lease shall apply
separately to such segregated portions commencing as of the effcctive date
hereof. In the event any such lease provides for a lump sum rental payment,
éuch payment shall be prorated between the ﬁortions so segregated in propor-
tion to the acreage of the respective tracts.

19. (QOVENANTS RUN WITH IAND. The covenants herein shall be construed to

be coveonants running with the land with respect to the interest of the parties
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hereto and their successors in interest until this agrecmont terminates, and
any grant, transfer, or conveyance of intercst 5n land or leases subjcct hercto
shall be and hereby is conditioned upon the assumption of all privileges and
obligations hereunder by the grantee, transforee or other successor in interest.
No assignment or transfer of any working intcrest, 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. |
20. EFFECTIVE DATE AND TERM. This agreement shall become effective upon
approval by the Secretary and Connﬁssioner, or their duly authorized represent-
atives and shall terminate five (5) years from said effective date unless:
(a) such date of expiration is extended by the Director and Commnissioner,
or
(b) it is reasonably determined prior to the expiration of the fixed term
or any extension thereof that the unitizcd land is incapable of production
of unitized substances in paying quantities in the formations tcsted here-
under and after notice of intention to terminate the agreement on such
ground is given by the Unit Operator to all parties in interest at their
last known addresses, the agreement is ternninated with the appr val of the
Supervisor and the Commissioner, or
(c) a valuable discovery of unitized substances has been made or accepted
on wnitized land during'saidvinitial term or any extension thereof, in
which event the agreement shall remain in effect for such term and so long
as unitized substances can be produced in gquantities sufficient to pay for
the cost of producing same from wells on unitized land within any partici-
pating area established hereunder and, should production cease, so long
therecafter as diligent operations are in progress for the restoration of
production or discovery of new production and so long thereafter as unitized
substances so discovered can be produced as aforesaid, or
(d) it is terminated as heretofore provided in this agrearent. This
agreement may be terminated at any time by not less than 75 per centum,
on an acreage basis, of the working interesi owners signatory horeto,
with the approval of the Supervisor and Conmissioner; notice of any such

approval to be given by the Unit Operator to all parties hercto.



21. RATE OF PROSPECTING, DEVELOPMENT AND PRODUCTICY. The Dircclor is
hereby vested with authority to alter or modify from time to time in his
discretion the quantity and rate of production under this agreanent when such
quantity and rate is not fixed pursuant to Federal or State law or docs not
conform to any statewide voluntary conservation or allocation program, which
is established, recognized and generally adhered to by the mujority of opera-
tors in such State, such authority being hereby limited to alteration or
modification in the public interest, the purpose thercof and the public interest
to be served thereby to be stated in the order of alteration or modification.
Without regard to the foregoing, the Director is also hereby vested with
authority to alter or modify from time to time in his discretion the rate of
prospecting and development and the quantity and rate of production under 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 or State law; provided, further, that no such alter-
ation or modification 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
specific written approval thereof by the Commissioner and as to any lands of
the State of New Mexico or privately owned lands subject to this agrecment as
to the quantity and rate of production in the absence bf specific written
approval thereof by the Commission.

Powcrs in this section vested in the Director shall only be exercised after
notice to Unit Operator and opportunity for hearing to be held not less than 15
days from notice. |

22. (CONFLICT OF SUPERVISION. Neither the Unit Operator nor the working
interest owners nor any of them shall be subject to any forféiture, termination
or expirationvof any rights hereunder or under any leases or conlracts subject
hereto, or to any penalty or liability on account of delay or failure in whole
or in part to comply with any applicable provision thercof to the extent that
the Unit Operator, working interest owners or any of them are hindered, delayed
or prevented from conplying thercwith by reascn of failure of the Unit Operator
to obtain in the exercise of due diligence, the concurrence of proper represont--

atives of the United States and proper representatives of the State of New Mexico

Gy
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in and about any mattefs or things concerning which it is required horein that
such concurrence be obtained. The parties hereto, including the Conmission,
"agree that all powers and authority vested in the Commission in and by any
provisions of this agreement afe vested in the Commission and shall be exercisod
by it pursuant to the provisions of the laws of the State of New Mexico and sub-
ject in any case to appeal or judicial review as may now or hereafter be provided
by the laws of the State of New Mexico.

23. APPEARANCES. vUnit Operator shall, after notice to other parties affected,
have the right to appear for and on behalf of any and all interests affected here-
by before the Department of the Interior, the Commissioner of Public Lands of the
State of New Mexico and the New Mexico Oil Conservation Conmission and to appeal
from orders issued under the regulations of said Department, the Commission or
Comissioner or to apply for relief from any of said regulations or in any procced-
ings relative to operations before the Department of the Interior, the Comissioncr,
or Commission, or any other legally constituted authority; provided, however, that
any other interested party shall also have the right at his own expense to be heard
in any such proceeding.

24. NOTICES. All notices, demands or statements required hereunder to be
given or rendered to the parties hereto shall be deemed’fully given iT given in
writing and personally delivered to the party or sent by postpaid registered or
certified mail, addressea to such party or parties at their respective addresses
set forth in coﬁnecfion with the signatures hereto or to the ratification or
consent hereof or to such other address as any such party may have furnished in
writing to party sending the notice, demand or statement. |

25. NO WAIVER OF CERTAIN RIGITS. Nothing in this agreement contained shall
be construed as a waiver by any party hereto of the right to assert any legal or
constitutional right or defense as to the validity or invaiidity of any law of
the State wherein said unitized lands are located, or of the United States, or
regulations issued thereunder in any way affecfing such parly, or as a waiver by
any such party of any right beyond his or its authority to waive.

26. UNAVOIDABLE DELAY. All obligations under this agreement requiring the
Unit Operator to commence or continue drilling or to opcrate on or producce

unitized substances from any of the lands covered by this agreoment shall be



suspended while the Unit Operator, despite the exercise of due care and diligence,
is prevented from complying with such obligations, in whole or in part, by strilkes,
acts of God, Federal, State or muﬁicipal law or agencies, unavoidable accidents,
uncontrollable delays in tranéportation, inability to obtain necessury materials

in open market, or other matters beyond the rcecasonable control of the Unit Operatlor
whether similar to matters herein enumerated or not. No unit obligation which is
suspended under this section shall become due less than thirty (30) days after it
has been determmined that the suspension is no longer applicable. Determination of
creditable ”Unavoidable‘Delay" time shall be made by the Unit Operator subject to
approval of the Supervisor and Commissioner.

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

28. I0SS OF TITLE. 1In the event title to any tract of unitized land shall
fail and the truc owner cannot be induced to join in this unit agrecment, such

tract shall be & rded
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a5 coamiticd hereto and there chall he
such readjustment of future costs and benefits as may be required on account of
the loss of such title. In the eveni of a dispute as to title to any royalty,
working interest or other interests subject thereto, péyment or delivery on
account thereof may be withheld withouf liability for interest until the dispute
is finally settled§ provided, that, as to Federal and State land or leases, no
payments of funds.due the United States or State of New Mexico should be withheld,
but such funds of the United States shall be deposited as directed by the Super-
- visor and such funds of the State of New Mexico shall be deposited as directed
by the Cunniésioner to be held as uncarned money pending final settlement of the
title dispute, and then applied as earned or returned in accordance with such
final settlement.

Unit Operator as such is relicved from any responsibility for any defect or
failurc of any title hereunder.

29. NON-JOINDER AND SUBSEQULINT JOINDER. If the owner of any substantial
interest in a tract within the unit area fails or refuses to subscribe or consent

to this agrecment, the owner of the working interest in that tract moy withdraw



said tract from this agreement by written notice delivered to the Supervisor and
the Commissioner and the Unit Operator prior to the approval of this agrecment by
the Supervisor and Commissioner. Any oil or gas interests in lands within the
unit arca not comiitted hereto prio_r to submission of this agreement for final
approval may thereufter be comitted hereto by the owner or owners thereof
subscribing or consenting to this agrecment, and, if the interest is a working
interest, by the owner of such interest also subscribing to the unit operating
agreement. After operations are commenced hereunder, thé right of subsequent
joinder, as provided in this section, by a working interest owner is subject to
such requirements or approvals, if any, pertaining to such joinder, as may be
provided for in the unit operating agreement. After final approval hereof,
joinder by a non-working interest owner must be consented to in writing by the
working interest owner conmitted hereto and responsible for the payment of any
benefits that may accrue hereunder in behalf of such non-working interest. A
non-vorking interest may not be comitted to this unit agreement unless the
corresponding working interest is committed hereto. Joinder to the unit agree-
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joinder to the unit operating agreement, if more than one committed working
interest owner is involved, in order for tﬁe interest to be regarded as committed
to this unit agreement. Except as may otherwise herein be provided, subsequent
joinders to this agreemer'lt shall be effective as of the first day of the nonth
following the fi]_ing with the Supervisor and the Commissioner of duly executed
counterparts of all or any papers necessary to establish effective commitment of
any tract to this agreement unless objection to such joinder is duly made within
60 days by the Supervisor, provided, however, that as to State lands all subse-
quent joinders must be approved by the Commissioner.

30. DPROTECTION CF POTASH DFPOSITS. 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
location on State lands which in the opinion ofh the Conmissioner would result
in unduc waste of potash deposits or constitute a hazard to or unduly interfere
with mining operations being conducted for the extraction of polash 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

requiranonts as to Federal lands as mwy be prescribed by the Supervisor and as
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to State lands by the Conndssioner, as necessary to prevent the infiltratlion of
0il, 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 pléts that an oil and gas lessce of Federal lands
must {ile pursuant to applicable operating regulations (30 CIR 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 inso-
far as such records are pertinent to the mining and protection of potash deposits.

31. CQOUNTERPARTS. This agreament may be executed in any number of counter-
parts no one of which needs to be executed by all parties or may be ratified or
consented to by separate instrument in writing specifically referring hereto and
shall be binding upon all those parties who have executed such a counterpart,
ratification, or consent hereto with the same force and effect as if all such
parties had signed the same document and regardless of whether or not it is
executed by all other parties owning or claiming an interest in the lands within
the above described unit area.

32. SURHENUDER, Nothing in this agreement shall prohibit the exercise by
any working interest owner of the right to surrender vested in such party by
any lease, sublease, or operating agreement as to all or any part of the lands
covered thereby, provided that each party who will or might acquire such working
interest by such surrender or by forfeiture as hereafter set forth, is bound by
the terms of this agreement.

If as a result of any such surrender the working interest rights as to
such lands become vested in any party other than the fee owner of the unitized
substances, said party may forfeit such rights and further benefits from cpera-
tion hereunder as to said land to the party next in the chain.of title who shall
be and becore the owner of such working intercst.

If as the result of any such surrender or forfeiture working interest rights
become vested in the fee owner of the unitized substances, such owner may:

(1) Accept those working interest rights subject to this agreement and the
unit operating agreeament; or

(2) Iease the portion of such land as is included in o participating area
established hereunder subject to this agreement and the unit dpcratjng agrooment ,

(3) Provide for the independent opceration of any part of such lands that are

not then included within a participating arna established heveunder,

!
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If the fee owner of the unitized subsitonces does not accent the working
interest rights subject to this agreencnt and the wnit operating agreoment
or lease such lands as above provided within six (8) months after the surron-
dered or forfeited working interest rights becone vested in the fee owner,
tiie benefits and obligations of operations accruing to suéh lands under thié
agreancnt and the unit operating agreement shall be shared by the remaining
owners of unitized working interests in accordance with their respective
working interest ownerships, and such owners of working interests shall con-
pensate the fee owner of unitized substances in such lands by paying suns
equal to the rentals, minimum royalties, and royalties applicable to such
lands under the lease in effect when the lands were unitized.

An appropriate accounting and settlerent shall be made for all benefits
accruing to or payments and expenditures made or incurred on behall of such
surrendered or forfeited working interest subsequent to the date of surrender
or forfeiture, and payment of any moneys found to be owing by such an account-
ing shall be made as between the partics within thirty (30) days. In the
gvent no unit operating agreement ig in existence and a mutnally accentahle
agreement between the proper parties thereto cannot be consummated, the
Supervisor may prescribe such recasonable and equitable agreemoent as he deems
warranted under the circumstances.

The exercise of any right vested in a working interest owner to reassign
such working interest to the party fron whom obtained shall be subject to the
same conditions as set forth in this section in regard to the exercise of a
right to surrender.

33. TAXES. The working intzrest owners shall render and pdy for their
account and the account of the royalty owners all valid taxes on or measured
hy the unitized substances in and under or that may be produced, gathered and
sold from the land subject to this contract after the effective'date of this
agreemment, or upon the proceeds or net procecds derived therefrom. The work-
ing interest owners on each tract shall and may charge the proper proportion
of said taxes to the royalty owners having interests in said tract, and may
currently retain and deduct sufficient of the unitized substances or derivative
products, or net proceeds thercof from the allocated share of cach royalty

owner to seccure reimbursement for the taxes so paid. No such taxes shall be



charged to the United States or the State of New Mexico or to any lessor who
has a contract with his lessee whlch requires the lessee to pay such taxes.

3. NO PART\IERSHIP It is expressly agreed that the relation of the
parties hereto is that of independent contractors and nothing in this agree-
ment contained, expressed or implied, nor any operations conducted hereunder,
shall create or be deemed to have created a partnership or associatien between

the parties hereto or any of them.

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

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

UNIT OPERA'IOR. AND WORKING INTEREST OWNER

UNION OIL COMPANY OF CALIFORNIA

R Ly
Date:  arch 20, 1978 By (W Sesar
< Attorney-in-Fact
Address:__ P, Q. Hox 3100 ' ~ ,
Kidlend, Texas 79703 '

Cia

THE STATE OF TEXAS, I §

I
COUNTY OF MIDLAND. ' I

The foregoing instrument was acknowledged before me this dJ0th day
of Harch , 1978, by O JOHN HAHSEX

L

Attorney-in-Fact for UNION OIL COMPANY OF CALIFORNIA, a California cofporation,
on behalf of said corporation.

| IN WITNESS WHEREOF, I have hereunto set my hand and affixed my official
seal ‘g@e d‘gy and year above written.

(Alice M, Jones) Notary Public

N&;,Comssmn explres

Kot 9] 1979
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EXHIBIT B ~~ LAGUNA DEEP UNIT, LEA COUNTY, NEW MEXICO, T-19 & 20~S, R-33-E

Basic Royalty Lessee Overriding
ract Description of Number of Ser. No. & Exp. and of Royalty and Workis
Ho. Land Acres Date of Leéase Ownership Percentage Record Percentage and Ps
PrDERAL LAND .
1 T-19-S,R-33-E 160.00 NM-030941 U.S.A. Amroco Production Virginia Willis Hess, Amoco
Sec. 26: SW/4 HBP (12.50%) iZcmpany Personal Representative Compat
of the Estate of
Eugenia W. Bate, Deceased
1 1/2% of 8/8
R.M. Hess & Virginia W.
Hess, Trustees Under
Agreement dated 4/10/72
1% of 8/8
Elizabeth W. Christensen
and husband, Don T.
Christensen
1/2% of 8/8
Winifred T. Seatoa, a widow
1/2% of 8/8 -
Jo Ann W. Light & husband
Robert S. Light
1/27% of 8/8
2 Sec. 35: NE/4 NE/4, 200.00 NM-9824 U.S.A. Union 0il Company W. Feick, Jr. & wife, Union
S/2 N/2 7/31/79 (12.50%) of California Joan M. Feick of Cal
$750 p/a PPI out of 5%
3 Sec. 34: E/2 320.00 NM-9992 U.S.A. I'rom the Surface down to 5,500 feet:
7/31/79 (12.50%) 3ulf 0il Corporation James D. Craig & wife, Kelley
Wanda S. Craig
5% of 8/8
Below 5,500 feet:
(ulf 0il Corporation James D. Craig & Wanda S, Gulf
Craig, husband and wife - 10¢

5% of 8/8



EXHIBIT B -- LAGUNA DEEP UNIT, LEA COUNTY, NEW MEXICO, T-19 & 20-S8, R-33-E
Basic Royalty Lessee Overriding
rac Description of Number of Ser. No. & Exp. and of Royalty and Working Interest
do. Land Acres Date of Lease Ownership Percentage Record Percentage and Percentage
4 T-19-S, R~33-E 40.00 MM~11618 U.S.A. Union 0il Company Calvin A. Mitchell Union 0il Company
Sec. 26: SE/4 NE/4 £./30/80 (12.50%) o California and wife, Evelyn Mitchell of California - 100%
47
Leo Pollack
1/4%
M. A. Schofman
3/4%
5 Sec. 26: N/2 NE/4, 120.00 NM-15917 U.S.A. Union 0il Company Gwen P. Taylor, Union 0il Company
SW/4 NE/4 €/30/82 (12.50%) o¥ California a widow, and of California -~ 100%
Carl A. Nilsen & wife,
Georgeanne Nilsen
5%
6 Sec. 35: S/2 320.00 NM-27572 U.S.A. Union 0il Company Bakersfield Investment Union 0il Company
5/31/83 (12.50%) of California Trust, Lucille Wilson, of California - 100%
Trustee
2 1/2%
Bank of America, NT&SA,
as Trustee of the Charles .
E. Strange 1976 Trust #1
1 1/2% of 8/8
C. E. Strange & wife,
Sherrie R. Strange
1% of 8/8
7 Sec. 35: NW/4 NE/4, 120.00 NM-27573 U.S.A. Jrion 0il Company None Union 0il Company of
N/2 NW/4 11/30/78 (Schedule "B") of California California - 100%
38 Sec. 25: NW/4 160.00 NM-27574 U.S.A. ‘3elco Petroleum Herbert A. Settles & Belco Petroleum
5/31/85 (12.50%) Ccrporation - 50% wife, Beatrice C. Settles Corporation - 50%;

Jrion 0il Company of
Celifornia - 507%

5%

Union 0il Company
of California - 50%



EXHIBIT B —- LAGUNA DEEP UNIT, LEA COUNTY, NEW MEXICO, T-19 & 20-S, R-33-E

Basic Royalty Lessee Overriding
Tract Description of Number of Ser. No. & Exp. and of Royalty and Working Interest
No. Land Acreg Date of Lease Owvnership Percentage Record Percentage and Percentage
9 T-1%-S, R-33-E 80.00 NM-29701 U.S.A. ‘Jnion 0il Company None Union 0il Ceompany
Sec. 26: W/2 SE/4 2/28/82 (Schedule "B") 2f California of California - 10C%
10 Sec. 26: NW/4, 240,00 NM-30071 U.S.A. ‘Jnion 0il Company Carol L. Teigen & husband, Uniocn 0il Company
E/2 SE/4 4/30/87 (12.50%) of California Theodore H. Teigen, Jr. of California - 100%
5%
10 FEDERAL TRACTS 1,760.00 ACRES OR 68.80268% OF UNIT AREA.
NEW MEXICO STATE LAND
11 T-19-5, R-33-E 160.00 B-1581-6 State of Atlantic Richfield None Atlantic Richfield
Sec. 26: SW/4 HBP New Mexico Company Company - 100%
(12.50%)
12 Sec. 36: NW/4 160.00 LG-2485 State of lnion 0il Company None Union 0il Company
1/1/85 New Mexico of California of California - 100%
(12.50%)
i3 T-20-S, R~33-E 318.04 LG-2486 State of Union 0il Company None Union 0il Company
Sec. 2: Lot 1 (39.28 ac), 1/1/85 New Mexico nf California of California - 100%
Lot 2 (39.43 ac), (12.50%)

Lot 3 (39.59 ac),
Lot 4 (39.74 ac),
S/2 N/2

3 STATE TRACTS 633.04 ACRE OR 24.94253% OF UNIT AREA.



EXHIBIT B -~ LAGUNA DEEP UNIT, LEA COUNTY, NEW MEXICO, T-19 & 20-S, R-33-E

Basic Royalty Lessee Overriding
ract Descrintion o»f Number of Ser. No. & Exp. and of Royalty and Working I
No. Land Acres Pace of Lease Ownership Percentage Record Percentage and Perce
PATENTED LAND
14 T-19-S, R-33 —E 160.00 12/20/77% Mark Smith & wife, Union 0il Company None Union 0il
Sec. 25: SW/ 4 12/20/80%* Annie Lora Smith; of California of Califo

Kenneth Mark Smith

& wife, Patsy Lou
Smith; William C.
Smith & wife, Nancy
Jean Smith; Lora
Nell Glenn & husband,
William Jeff Glenn
(18.75%)

1 PATENTZE D TRACT 160.00 ACRES OR 6.254797 OF UNIT AREA.
TOTAL: 14 TRACTS 2,558.04 ACRES IN ENTIRE UNIT AREA.

“Lease has been r e mewed by 0il & Gas Lease dated June &4, 1977, recorded in Vol.. 304, Page 260, of the Records of Lea County, New Mexico.
Primary term is =5 tated as being 3 years from 12/20/77.



CONSENT, RATIFICATION AND JOINDER OF
LAGUNA DEEP UNIT AGREEMENT AND UNIT OPERATING AGREEMENT
LEA COUNTY, NEW MEXICO

(Working Interest Owner)

KNOW ALL MEN BY THESE PRESENTS, THAT:

WHEREAS, certain instruments entitled UNIT AGREEMENT FOR THE DEVELOPMENT
AND OPERATION OF THE LAGUNA DEEP UNIT AREA, LEA COUNTY, NEW MEXICO, AND UNIT
OPERATING AGREEMENT, LAGUNA DEEP UNIT, LEA COUNTY, NEW MEXICO, have been
executed as of the 2nd day of February, 1978, by various persons conducting
operations with respect to the Laguna Deep Unit Area, located in Lea 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'", describes
each Tract within the Unit Area; and

WHEREAS, the Unit Agreement and Unit Operating Agreement each provides
that a person may become a party thereto by signing an 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 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 con-
sideration 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 said Unit Operating Agreement,
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 agreeing to be bound by the provisions thereof. The
undersigned does also hereby acknowledge receipt of a true copy of the sald
Unit Agreement and said Unit Operating Agreement.

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

AMOCO éRODUCTION GOMPANY
Date: Gﬁfmoé,{ 197& By:

C. 2N Mninger

Address: A0, At Fos2 ATIORNEY-IN-FACT
jdors o, davor 278c/ (Working Interest OWNER)
STATE OF _ ) Ss
COUNTY OF | : {Individual)
The foregoing instrument was acknowledged before me this day of
» 19 , by

My Commission expires:

Notary Public

STATE OF %

!
COUNTY OF _ALa Ahae y SS. (Corporate) ‘
'béFﬁgi6301ng instrument was acknowledged before me this 7—- day of
N " , by L EN. Menningee ,
of AMOCO PRODUCTION COMPANY s

corporation, on bhehalf of said corporation.

L) Waes,

Notary Public

IRENE HALDAS

NOt nand for rr ny 3
ary PUb'IC ina dfo Ha is Cou Te
f Xas



CONSENT, RATIFICATION AND JOINDER OF
LAGUNA DEEP UNIT AGREEMENT AND UNIT OPERATING AGREEMENT
LEA COUNTY, NEW MEXICO

(Working Interest Owner)

KNOW ALL MEN BY THESE PRESENTS, THAT:

WHEREAS, certain instruments entitled UNIT AGREEMENT FOR THE DEVELOPMENT
AND OPERATION OF THE LAGUNA DEEP UNIT AREA, LEA COUNTY, NEW MEXICO, AND UNIT
OPERATING AGREEMENT, LAGUNA DEEP UNIT, LEA COUNTY, NEW MEXICO, have been
executed as of the 2nd day of February, 1978, by various persons conducting
operations with respect to the Laguna Deep Unit Area, located in Lea 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", describes
each Tract within the Unit Area; and

WHEREAS, the Unit Agreement and Unit Operating Agreement each provides
that a person may become a party thereto by signing an 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 Worklng interest in one or more of the Tracts descrlbed in Exhlblt
"B of the Unit Agreement.

NOW, THEREFORE, the undersigned (whether one or more), for and in con-
sideration 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 said Unit Operating Agreement,
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 agreeing to be bound by the provisions thereof. The
undersigned does also hereby acknowledge receipt of a true copy of the sald
Unit Agreement and said Unit Operating Agreement.

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

ATLANTIC RICHFIELD COMPANY

Date: By: C),S&qu\

ATTORNEY IN FACT
Address: : J

W/
(Working Interest OWNER) /Jﬂ;ﬁ
STATE OF 0 SS
COUNTY OF ] : (Individual)
The foregoing instrument was acknowledged before me this day of
, 19 , by

My Commission expires:

Notary Public

STATE OF \_Z /o o— I oo
COUNTY OF 7/:/_%&/@4_477 g SS- (Corporate)
The foregoing 1nstrument was acknowledged/pefore me thls /é-;
— 7 of ATLANTYC KICHFIELD COMPANY’ o
a\/bzw4¢zJ,59~/' Z ,z. .+ COrporation, on behalf of said corporatié, -
/ S " -
f:,;ﬁf-;g"
My, K Commission expires: 4ZZ§7¢4%4, ({AﬁA /, ////_74/@p_—tfé_ s
y . 3 foaF Notary Public,/ ,””~éﬁﬁ

DONNA CLYDE ARMS
Notary Public in and for Midiahd County, Texas
My Commission Expires__| < // 25




CONSENT, RATIFICATION AND JOINDER OF
LAGUNA DEEP UNIT AGREEMENT AND UNIT OPERATING AGREEMENT
LEA COUNTY, NEW MEXICO

(Working Interest Owner)

KNOW ALL MEN BY THESE PRESENTS, THAT:

WHEREAS, certain instruments entitled UNIT AGREEMENT FOR THE DEVELOPMENT
AND OPERATION OF THE LAGUNA DEEP UNIT AREA, LEA COUNTY, NEW MEXICO, AND UNIT
OPERATING AGREEMENT, LAGUNA DEEP UNIT, LEA COUNTY, NEW MEXICO, have been
executed as of the 2nd day of February, 1978, by various persons conducting
operations with respect to the Laguna Deep Unit Area, located in Lea 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", describes
each Tract within the Unit Area; and

WHEREAS, the Unit Agreement and Unit Operating Agreement each provides
that a person may become a party thereto by signing an 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 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 con-
sideration 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 said Unit Operating Agreement,
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 agreeing to be bound by the provisions thereof. The
undersigned does also hereby acknowledge receipt of a true copy of the sald
Unit Agreement and said Unit Operating Agreement.

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

GULF OIL CORPORATION

Date: S-/-7F ‘ By: Q

Address: P. 0. Box 1150 Attorn : S f
A Aty
Midland, Texas 79702 R
STATE OF ) ss
COUNTY OF ] : .
S
The foregoing instrument was acknowledged before’me this day of
, 19 , by

My Commission expires:

Notary Public

O ——rT §sS. (o ‘
Midland _ ] (Corporate) :

Thg foreg01ng instrument was acknowledged before me this /o7 day of
) .,,1978,by.lAHORD ’
. of GULF OIL CORPORATION s
corporation, on behalf of said corporation.

/My CommisS1oh ‘expires: J/éivéix; éZ/>§§a4ﬁA

8) /3»' vad Notary Pgblic

. &.‘r’




Tract 6

CONSENT, RATIFICATION AND JOINDER OF
LAGUNA DEEP UNIT AGREEMENT
LEA COUNTY, NEW MEXICO

(Réyalty and Overriding Royalty Interest Owner)

KNOW ALL MEN BY THESE'PRESENTS, THAT:

WHEREAS, a certain instrument entitled UNIT AGREEMENT FOR THE DEVELOP-
MENT AND OPERATION OF THE LAGUNA DEEP UNIT AREA, LEA COUNTY, NEW MEXICO,
has been executed as of the 2nd day of February, 19878, by various persons
conducting operations with respect to the Laguna Deep Unit Area, located
in Lea County, New Mexico, as more particularly described in said Agreement;
and ‘ '

WHEREAS, the Unit Agreement, by Exhibit "A", shows on a map the bound-
ary lines of the Unit Area and the Tracts therein and, by Exhibit "B",
describes each Tract within the Unit Area; and

WHEREAS, the Unit Agreement provides that a person may become a party
thereto by signing an 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 and/or overriding royalty 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 con-
sideration of the premises and the benefits anticipated to accrue under said
agreement, does hereby agree to become a party to and to be bound by the
provisions of the said Unit Agreement, and the undersigned does hereby agree
that the parties to said agreement are those persons signing the originals
of said instruments, counterparts thereof, or other instruments agreeing to
be bound by the provisions thereof. The undersigned does also hereby
acknowledge receipt of a true copy of the said Unit Agreement.

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

vave:_Lopy - [§-1778 ﬁw«@w/ Tipploetet? Forazd
Address /é”’[ @4/52’ j,f,q,/jp Mg W

W ﬂ 73306 (Royalty or Overriding Royalty OWNER)
STATE OF Californts I ss '
COUNTY OF L) ] . (Individual)

_ e foregoing jnstrument w acknowledged before me this 18th day of
ﬂﬂ%? 19 iga by .iuﬁﬁhnu$ﬁna ]

CUAL Q?CQQLiiiﬂdéng///(

ary PubJic

/
7 1A, Drunagel
jagtary Public
Cch‘rom‘o

A e
My Commission expire :

STATE OF ]

COUNTY OF i SS. (Corporate) .
The foregoing instrument was acknowledged before me this day of
» 19 » by ’
of s
a corporation, on behalf of said corporation.

My Commission expires:

Notary Public




Tract 6

CONSENT, RATIFICATION AND JOINDER OF
LAGUNA DEEP UNIT AGREEMENT
LEA COUNTY, NEW MEXICO

(Rbyalty and Overriding Royalty Interest Owner)

KNOW ‘ALLL. MEN BY THESE PRESENTS, THAT:

WHEREAS, a certain instrument entitled UNIT AGREEMENT FOR THE DEVELOP-
MENT AND OPERATION OF THE LAGUNA DEEP UNIT AREA, LEA COUNTY, NEW MEXICO,
has been executed as of the 2nd day of February, 1978, by various persons
conducting operations with respect to the Laguna Deep Unit Area, located
in Lea County, New Mexico, as more particularly described in said Agreement;
and :

WHEREAS, the Unit Agreement, by Exhibit "A", shows on a map the bound-
ary lines of the Unit Area and the Tracts therein and, by Exhibit "B",
describes each Tract within the Unit Area; and

WHEREAS, the Unit Agreement provides that a person may become a party
thereto by signing an 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 and/or overriding royalty 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 con-
sideration of the premises and the benefits anticipated to accrue under said
agreement, does hereby agree to become a party to and to be bound by the
provisions of the said Unit Agreement, and the undersigned does hereby agree
. that the parties to said agreement are those persons signing the originals
of said instruments, counterparts thereof, or other instruments agreeing to
be bound by the provisions thereof. The undersigned does also hereby
acknowledge receipt of a true copy of the said Unit Agreement.

IN WITNESS WHEREOF, the undersigned has executed this instrument on the
date set forth opposite the undersigned's signature. Bank of America NT&SA as Trustee

of the Charles E Strange 1976 Trust #1

Date:  April 25, 1978 AV IT T e LA
{/ J. Tru‘st'i}dylinistrétor
Address: 1440 Truxtun Avenue _ BY (s o T LAl
-/ Trust Administratdr
Bakersfield, California 93301 (Royalty or Overriding Royalty OWNER)
STATE OF ¥ ss
COUNTY OF ] : (Individual)
The foregoing instrument was acknowledged before me this day of
, 19 » by

My Commission expires:

CORPORATE ACKNOWLEDGMENT
State of California

S.S.
County of Kern ) .
On this...2nd _day of May , 19.78_, before me Faye Delozier , 2 Notary Public in
and for said County, personally appeared

SEAL) Kathleen.Thompson
( known to me to be the Trust Administrator

and Virginia Varley , known to me to be the

Trust Administrator of the Bank of America NT&SA

the Corporation that executed the within instrument, and also known to me to be the person. s
who executed the within instrument, on behalf of the Corporation herein named, and acknowl-
edged to me that such Corporation executed the same, and further acknowledged to me that
such Corporation executed the within instrument pursuant to its by-laws or a resolution of its
Board of Directors.

oo ITNESS my hand and official seal. - / S

OFFICIAL SEAL E /2 =

FAYE DE LOZIER ,/"///{/5/’:/ w/\%%gy
- 7 74

9 . £
%31 NOTARY PUBLIC - CALIFORNIA
‘,E’

KERN COUNTY tary Public in and for said Kern
My comm. expires AUG 4, 1 Ty

L

County and State.
August 4 1980

Y FOMMISSIOn exbires




Tract 3

CONSENT, RATIFICATION AND JOINDER OF
LAGUNA DEEP UNIT AGREEMENT
LEA COUNTY, NEW MEXICO

(Réyalty and Overriding Royalty Interest Owner)

KNOW ALL MEN BY THESE PRESENTS, THAT:

WHEREAS, a certain instrument entitled UNIT AGREEMENT FOR THE DEVELOP-
MENT AND OPERATION OF THE LAGUNA DEEP UNIT AREA, LEA COUNTY, NEW MEXICO,
has been executed as of the 2nd day of February, 1978, by various persons
conducting operations with respect to the Laguna Deep Unit Area, located
in Lea County, New Mexico, as more particularly described in said Agreement;
and

WHEREAS, the Unit Agreement, by Exhibit "A", shows on a map the bound-
ary lines of the Unit Area and the Tracts therein and, by Exhibit 'B",
describes each Tract within the Unit Area; and

WHEREAS, the Unit Agreement provides that a person may become a party
thereto by signing an 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 and/or overriding royalty 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 con-
sideration of the premises and the benefits anticipated to accrue under said
agreement, does hereby agree to become a party to and to be bound by the
provisions of the said Unit Agreement, and the undersigned does hereby agree
that the parties to said agreement are those persons signing the originals
of said instruments, counterparts thereof, or other instruments agreeing to
be bound by the provisions thereof. The undersigned does also hereby
acknowledge receipt of a true copy of the said Unit Agreement.

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

Date:  April 27, 1978 (é?,«44%bz)/Aﬁ,h(/ _;i;;AQx( / (JDC)
wze N
Address:_5790 E. Fair Avepue _;”2&4&’—««%\\// \M\'\; (WSC)
Englewood, Colorado 80110 (Royalty or Overriding Royalty OWNER)
STATE OF COLORADO ) ss
COUNTY. OF -EgmmR ] . (Individual)
'.‘.‘..T.‘.f“_li
i&hé foregblng instrument was acknowledged before me this 27 day of
Eptlﬂ'@“ n“’ :19 78 , by James D, Craig and Wanda S, Craig
g ::_*’ V'V‘ ”)‘.@&
o “.- t' % i
“' ;CQ¢m1 $ibn. g?plres:
: Wﬂh?ndﬁ7ﬁr‘ otary Public

‘ 141 r,‘.g.-
STATE OF d SS
COUNTY OF { . (Corporate) ‘

The foregoing instrument was acknowledged before me this day of

, 19 , by ,
of ’

a corporation, on behalf of said corporation.

My Commissioh expires:

Notary Public




Tract 2

CONSENT, RATIFICATION AND JOINDER OF
LAGUNA DEEP UNIT AGREEMENT
LEA COUNTY, NEW MEXICO

(Rbyalty and Overriding Royalty Interest Owner)

. KNOW ALL MEN BY THESE PRESENTS, THAT:

WHEREAS, a certain instrument entitled UNIT AGREEMENT FOR THE DEVELOP-
MENT AND OPERATION OF THE LAGUNA DEEP UNIT AREA, LEA COUNTY, NEW MEXICO,
has been executed as of the 2nd day of February, 1978, by various persons
conducting operations with respect to the Laguna Deep Unit Area, located
in Lea County, New Mexico, as more particularly described in said Agreement;
and

WHEREAS, the Unit Agreement, by Exhibit "A'", shows on a'map the bound-
ary lines of the Unit Area and the Tracts therein and, by Exhibit "B",
describes each Tract within the Unit Area; and

WHEREAS, the Unit Agreement provides thatélperson may become a party
thereto by signing an 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 and/or overriding royalty 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 con-
sideration of the premises and the benefits anticipated to accrue under said
agreement, does hereby agree to become a party to and to be bound by the
provisions of the said Unit Agreement, and the undersigned does hereby agree
that the parties to said agreement are those persons signing the originals
of said instruments, counterparts thereof, or other instruments agreeing to
be bound by the provisions thereof. The undersigned does also hereby
acknowledge receipt of a true copy of the said Unit Agreement.

Date: April 13, 1978

Address: 90 Lambert Road

New Canaan, Conn, 06840

;”;Ity or Overriding Royalty OWNER)

STATE OF _We> Noe I os
COUNTY OF __\)en Nolk. ] : (Ind1v1dua1)
The foregoing instrument was acknowledged before me this  1 day of .
D\C \\- ’ 19 ._‘% by _h);\\ M ?Q \(,M T( ‘) {D P{D (V\ Fe\ Q\Q%w ;'f t;f*,ﬁ,«\\‘%};
. b ) ‘F’, .»
My Commission expires: 6£1L43§J1;3<E9 (S)k§th;> -
3\90\’1°\ Notary Public . Rt
T {
PYTIN
STATE OF § ss oA
COUNTY OF ) : (Corporate)
The foregoing instrument was acknowledged before me this day of
, 19 » by ;
of s
a corporation, on behalf of said corporation.

My Commission expires:

Notary Public




Tract S

CONSENT, RATIFICATION AND JOINDER OF
LAGUNA DEEP UNIT AGREEMENT
-LEA COUNTY, NEW MEXICO

(Royalty and Overriding Royalty Interest Owner)

KNOW ALL MEN BY THESE PRESENTS, THAT:

WHEREAS, a certain instrument entitled UNIT AGREEMENT FOR THE DEVELOP-
MENT AND OPERATION OF THE LAGUNA DEEP UNIT AREA, LEA COUNTY, NEW MEXICO,
" has been executed as of the 2nd day of February, 1978, by various persons
conducting operations with respect to the Laguna Deep Unit Area, located
in Lea County, New Mexico, as more particularly described in said Agreement;
and

WHEREAS, the Unit Agreement, by Exhibit "A'", shows on a map the bound-
ary lines of the Unit Area and the Tracts therein and, by Exhibit "B",
describes each Tract within the Unit Area; and

WHEREAS, the Unit Agreement provides that a person may become a party
thereto by signing an 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 and/or overriding royalty 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 con-
sideration of the premises and the benefits anticipated to accrue under said
agreement, does hereby agree to become a party to and to be bound by the
provisions of the said Unit Agreement, and the undersigned does hereby agree
that the parties to said agreement are those persons signing the originals
of said instruments, counterparts thereof, or other instruments agreeing to
be bound by the provisions thereof. The undersigned does also hereby
acknowledge receipt of a true copy of the said Unit Agreement.

IN WITNESS WHEREOF, the undersigned has executed thls 1nstrument on the
date set forth opposite the unders1gn<f*s\51gnature

Date: ‘“pril 11, 1978 */9(< 03¢ G nnE. %LLJ_&\(L ./

Address: 1117 Fidelity Plaza . /;/% (-%Wfp]

Okla, City, Oklahoma 73102 (Royalty or Overriding Royalty NER)
STATE OF Oklahoma 3 SS
COUNTY OF J)Hahnmn ] : (Individual)
Ahe foregoing instrument was acknowledged before me this 11th day of
pril , 19 T8 py Georgeanne Nilsen and Carl A. Nilsen
My C?ﬂﬂﬁi%bon expires: el ) el Ay

Notary Public

(Corporate)

STATI?OP’ -'adged before me this day of




Tract 6

CONSENT, RATIFICATION AND JOINDER OF
LAGUNA DEEP UNIT AGREEMENT
LEA COUNTY, NEW MEXICO

(Réyalty and Overriding Royalty Interest Owner)

KNOW ALL. MEN BY THESE PRESENTS, THAT:

WHEREAS, a certain instrument entitled UNIT AGREEMENT FOR THE DEVELOP-
MENT AND OPERATION OF THE LAGUNA DEEP UNIT AREA, LEA COUNTY, NEW MEXICO,
has been executed as of the 2nd day of February, 1978, by various persons
conducting operations with respect to the Laguna Deep Unit Area, located
in Lea County, New Mexico, as more particularly described in said Agreement;
and

WHEREAS, the Unit Agreement, by Exhibit "A", shows on a map the bound-
ary lines of the Unit Area and the Tracts therein and, by Exhibit "B'",
describes each Tract within the Unit Area; and

WHEREAS, the Unit Agreement provides that a person may become a party
thereto by signing an 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 and/or overriding royalty 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 con-
sideration of the premises and the benefits anticipated to accrue under said
agreement, does hereby agree to become a party to and to be bound by the
provisions of the said Unit Agreement, and the undersigned does hereby agree
that the parties to said agreement are those persons signing the originals
of said instruments, counterparts thereof, or other instruments agreeing to
be bound by the provisions thereof. The undersigned does also hereby
acknowledge receipt of a true copy of the said Unit Agreement.

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

Date:___ April 10th, 1978 | %ﬁM?

V g
Address:__p.0. Bax 61 = C. E. Strang
i 7
Bakersfield, CA 93302 (Royalty or Overriding Roysgfgr'%%mﬁ{; 9
STATE OF California. .
COUNTY OF Kera j SS. (Individual)

‘The foregoing instrument was acknowledged before me this-Jﬂth— day of

—Apd) > 1978 . bY _____ ¢, E. Strenge-and-SherrieR.-Strange
PO i , .
Pt TR Daunagel t /27L;y7/7 (ﬁfﬁ
My Commission exp%?;”ﬁ : Nﬁwg%&m. 1 A QQ;<>bbvnqréL>JZ£f

Colifornia L -
aond Filed in Notary Public

Kern County
Comm. Exp. 11/28/8]

STATE OF §

COUNTY OF g SS- (Corporate)
The foregoing instrument was acknowledged before me this ' day of
, 19 , by ’
of ,
a corporation, on behalf of said corporation.

My Commission expires:

Notary Public




'LAGUNA DEEP UNIT~EXPLORATORY

. Unit Name
Operator  UNION OIL COMPANY OF CALIFORNIA
County EDDY
DATE OCC CASE NO. 6182 EFFECTIVE TOTAL
APPROVED QCC_ORDER_NQ. R-5684 DATE ACREAGE STATE FEDERAL TIEEES
Commissioner Commission - &-2a-2F  2,558.04 638. 04 1,760.00 160.
6-14-78 4-4-78 : :
UNIT AREA
TOWNSHIP 19 SOUTH, RANGE 33 FAST, -NMPM
Section 25: w/2 :
Section 26: i All
Section 34: E/2
Section 35: All
- Section 35: w/2

HQSZMmHM Nomocﬂm. Nkaﬂm wwxM%mH.ZZMZ
Section 2: N/2 , _



Unit Name

LAGUNA DEEP UNIT-EXPLORATORY

Operator UNION OII COMPANY OF CALIFORNIA
County EDDY
STATE LEASE INSTI- RATIFIED ACREAGE
TRACT NO. NO. TUTION SEC. TWP. RGE, SUBSECTION DATE ACRES NOT
RATIFIED LESSEE
11 B-1581-6 c.S. 36 198 33E SW/4 5-10-78 160.00 Atlantic Richfield Co.
12 1G-2485 C.s. 35 195 33E NW/4 3-20-78 160.00 Union Oil Co. of Calif.
13 LG-2486 c.S. 2 208 33E Lots 1, 2, 3, &, S/2N/2 3-20-78 318.04 Union Oil Co. of Calif.



OIL CONSERVATION COMMISSION
STATE OF NEW MEXICO l

P. 0. BOX 2088 - SANTA FE
87501
DIRECTOR LAND COMMISSIONER STATE GEOLOGIST

JOE D. RAMEY PHIL R. LUCERO EMERY C. ARNOLD
April 4, 1978

Re: CASE NO. 6122
Mr. Sumner Buell ORDER NO. R-568%.
Jasper & Buell
Attorneys at Law
Post Office Box 1626 Applicant:
Santa Fe, New Mexico

Union 0il Company of
California

Dear Sir:

Enclosed herewith are two copies of the above-referenced
Commission order recently entered in the subject case.

urs very truly
|
/ //

>>;/

“JOE D. RAMEY
Director

JDR/ £d

Copy of order also sent to:

Hobbs 0OCC X
Artesia OCC X
Aztec 0OCC

Other




Cane 6/£2

. IN REPLY REFER TO:
~ gy

UNITED STATES
DEPARTMENT OF THE INTERIOR e
GEOLOGICAL SURVEY A
FEDERAL CENTER, DENVER, COLORADO 80225 T ——

JAN 31 1978

tnion 011 Company of (alifernfa

Attentfon: Fr. Robert V. Leckhart
. 0. Box 2079

#idland, Texas 79701

Gontlenen:

Your application of Becesber 13, 1977, filad with the Assistant Area
011 and Sas Superviser, Roswell, Hew Mexico, requests the desfgnation

af&%ﬁt esbfecing 2.558.04 acres, wore or less, in
Lea County, Mexico. os logically subject to exploration and

development under the wnitizatios provisions of the M{aeral Leasing
Aet, as Amended.

Pursuant to untt plan regulatiens 30 CFR 2256, the land requestud as
outlined on your plat marked "Exhibit ‘A', Proposdd Laguna Deep Unit’
{3 heraby destigmatad as a logical entt area.

The unit agreeoment swbmitted for the area des{gnated should provide
for a well to tast the Silurien or to a depth of 14,600 feet. Your
proposed use of the Form of Agreement for Unproved Areas, sodified

as shown in your applicatisa, will be accepted, provided {t {s further
modified to include apprepriate lauguage for fee lands.

1f conditions are such that further sodification of satd standard form
is deomad neces . b copies of the propesed modifications with
appropriate justificatian must be submitted tc this effice throuah the
011 and Gas Supervissr for preliminary approval.

In the absence of any other type of land requiring special provisions or
of any cjijections not few apperent, 2 duly exscuted agreement {dentical
with said form, modified as outlined abeve, will be approved 1f sub-
mitted in approvable status within a reasonable perted of time, However,
notice is hereby given that the right is reserved to deny approval of
any executsd agreement subwitted which in our epinion, does mot have

the full comwitment of suPPicient lands to afferd affective contrel of
sperations In tim unit srea.



2

When the executod agreemmat is transmitted to Roswell, New Mexico for
the Superviser's approval, include the latest status of all acreage.
In preparad®ie of Exhibits "A" and "B", follow closely the format of
:he sample exhiibits attached to the 1968 reprint of the aforementioned
ornl. ’

Inasmuch as this agreement favelves State lands, we are sending a
copy of the letter to the Commtissioner of Public Lands. Please
contact the Stats of New Mexico before soliciting joinders regardiess
of prior contacts or clearance from the State.

Sincerely yours,

~

J 6 7
/‘@ﬁi‘s L =N P /,‘: e /
g T g

S

Conservation Menager
For the Director

Enclosure

cc:
Com. Public Lands, Santa Fe
NMOCC, Santa Fe~:

o
o,




Union Oil and Gas Division: Central Region

Union Oil Company of California

500 North Marienfeld, Midland, Texas 79701
P.O. Box 671, Midland, Texas 79702
Telephone (915) 682-9731

unI®n #(/182

Wayne W. Strong
District Land Manager

Midiand District February 28, 1986

0il Conservation Division
Energy and Minerals Division
P.0. Box 2088

Santa Fe, New Mexico 87501

ATTN: Dick Stamets, Director

1986 Plan of Development
Laguna Deep Unit

Lea County, New Mexico
Laguna Prospect (7729)

Dear Mr. Staments:

Please find enclosed two (2) copies of Union's 1986 Plan of Development and
Operation for the Laguna Deep Unit. We respectfully request your approval

of same.

Yours truly,

UNION OIL COMPANY OF CALIFORNIA

|
! - .
:‘:&C; Aty 7\ }\ —\’_)(,L, }/i,, g

Larry Murphy I ,\

Landman <
LM

Encls.



1986 Plan of Development and Operation
for

‘Laguna Deep Unit Area

Lea County, New Mexico

TO: 811 conservation Division
nergy and Minerals Division
P.0. Box 2088
Santa Fe, New Mexico 87501
ATTN: Dick Stamets, Director

‘UNION OIL COMPANY OF CALIFORNIA, as Unit Operator for the Laguna

Deep Unit Area, pursuant to the provisions of Section 10 of the Unit
Agreement for Development and Operation of the Laguna Deep Unit Area,
dated June 22, 1978, (No. 14-08-0001-16905), respectfully submits for
approval this 1986 Plan of Development and Operation for the Laguna
Deep Unit Area. This plan is for the period ending December 31, 1986.

Summary of 1985 Operations:

No new wells were drilled in the Unit in 1985. Well No. 1, A Lower
Morrow Producer, produced 227 MMCF and 13,800 BC in 1985 and is
currently producing 584 MCFPD and 42 BCPB. Well No. 2, A Middle
Morrow Producer, produced 80 MMCF and 1430 BC in 1985 and is currently
338 MCFPD and 5 BCPD. Well No. 3, which had been idle in 1984

was recompleted in February, 1985. The Lower Morrow was abandoned

and the Middle Morrow recompleted producing 220 MMCF and 34,500 BO

for the year, and is currently producing 99 BO and 746 MCFPD.

Plan of Development and Operations for 1986:

Union has no plans to drill any new wells in the Unit in 1986.
This plan may be modified or supplemented from time to time with the

approval needed, when necessary to meet changed conditions or to protect
the interest of all parties to the Unit Agreement.

Very truly yours,

ION OIL COMPANY OF CALIFORNIA

v e;9f¢a<7' : ’
ayne/W. Strong .

District Land Manager

WWS:bh

Submitted this 28th day of February,19 86




1986 Plan of Development and Operation
for
Laguna Deep Unit Area
Lea County, New Mexico

T0: g11 conservation Division
nergy and Minerals Division
P.0. Box 2088
Santa Fe, New Mexico 87501
ATTN: Dick Stamets, Director

‘UNION OIL COMPANY OF CALIFORNIA, as Unit Operator for the Laguna

Deep Unit Area, pursuant to the provisions of Section 10 of the Unit
Agreement for Development and Operation of the Laguna Deep Unit Area,
dated June 22, 1978, (No. 14-08-0001-16905), respectfully submits for
approval this 1986 Plan of Development and Operation for the Laguna
Deep Unit Area. This plan is for the period ending December 31, 1986.

Summary of 1985 Operations:

No new wells were drilled in the Unit in 1985. Well No. 1, A Lower
Morrow Producer, produced 227 MMCF and 13,800 BC in 1985 and is
currently producing 584 MCFPD and 42 BCPB. Well No. 2, A Middle
Morrow Producer, produced 80 MMCF and 1430 BC in 1985 and is currently
338 MCFPD and 5 BCPD. Well No. 3, which had been idle in 1984

was recompleted in February, 1985. The Lower Morrow was abandoned
and the Middle Morrow recompleted producing 220 MMCF and 34,500 BO

for the year, and is currently producing 99 BO and 746 MCFPD.

Plan of Development and Operations for 1986:

Union has no plans to drill any new wells in the Unit in 1986.
This plan may be modified or supplemented from time to time with the
approval needed, when necessary to meet changed conditions or to protect
the interest of all parties to the Unit Agreement.
Very truly yours,
ION OIL COMPANY OF CALIFORNIA
e;3f1azg | C:;7ZL\
ayne”’W. Strong

District Land Manager

WWS:bh

Submitted this 28th day of February,19 86 .



50 YEARS

STATE OF NEW MEXICO

ENERGY ano MINERALS DEPARTMENT
OIL CONSERVATION DIVISION

|

1935 - 1985
TONEY ANAYA March 18, 1986

GOVERNDOR

POST OFFICE BOX 2088
STATE LAND OFFICE BUILDING
SANTA FE, NEW MEXICO 87501

1505) 827-5800

Union 0il and Gas
P. O. Box 671 .
Midland, Texas 79702

Attention: Larry Murphy
Re: 1986 Plan of Development
Laguna Deep Unit
Lea County, New Mexico
Laguna Prospect (7729)

Gentlemen:

The above-referenced submittal has been approved by the
New Mexico Oil Conservation Division effective this date.
Such approval is contingent upon like approval by the New
Mexico Commissioner of Public Lands and the Bureau of
Land Management.

Senior Petroleum Geologist
REJ/dr
cc: Commissioner of Public Lands - Santa Fe

Bureau of Land Management - Albuquerque
OCD District Office - Hobbs



IN REPLY REFER TO

United States Department of the Interior

BUREAU OF LAND MANAGEMENT
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MAR 25 1986

Union 01l Company of California
Attention: Mr. Wayne W. Stromg
500 North Marienfeld
¥idland, Texas 79701
Res 1986 Plan of Development
Laguna Deep Unit
Lea County, New Mexico
Gentlemen:

We are in receipt of your letter dated February 28, 1986 wnich describes your
1986 Plan of Development for the Laguna Deep Unit, Lea County, MNew Mexico.

Sach plan proposes ne further drilling operations.
This plan 1s approved effective for the period January 1, 1986 through January
1, 1957 and is subject to like approval by the Commiasioner of Public Lands

and the New Mexico 0il Conservation Division.

Sincerely,
Orig. Sgd. David L. Mar?

FOR Francis R. Cherry, Jr.
District Manager

Commissioner of Public Lands, Santa Fe



JIM BACA Commissloner J PuUic I-va-'ds P.0.BOX 1148

COMMISSIONER SANTA FE, NEW MEXICO 87504-1148
Express Mail Delivery Use:

March 11, 1986 310 01d Santa Fe Trail
Santa Fe, New Mexico 87501
Union 0il Company of California
F. 0. Box &71
Midland, Texas 79702

Re: 1984 Flan of Development
lLaguna Deep Unit
Lea County, New Merxico

ATTEMTION: M. Larry Murphy
Gentlemen:

The Commissioner of Fublic Lands has this date approved vour
1986 Flan of Development for the Laguna Deep Unit Area, Lea
County, MNew Mexico. Such plan calls for no new wells to be
drilled during 19846. Our approval is subject to like appraoval by
the MNew Mexico 0il Conservation Division and the Bureau of Land
Management.

In Futuwre Plans of Developments please submit a up-to-date
map of the wunit area showing all wells and their =zone(s) of
completion. In addition, please alsc furnish a summary for each
well by month for the last twelve month period.

I+ we may be of further help please do not hesitate to call
an ues. Enclosed is an apptroved copy for vour files.

Very truly vyours,

JIM BACA
COMMISSIONER OF FURLIC LANDS

BY: < Q*q*{“’ yz“‘"“~\

FLOYD 0. FPRAMDO, Director
Jil and Gas Division
AC S05/827-5744

JE/FOF/pm

encls.

co OCD-Santa Fe, New Mexico
BLM-Albuguerque, New Mexico Attn: Fluids Branch
BLM-Roswell, New Mexico Attn: M. Armando Lopez
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