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MALCO 
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MALCO 
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r BARBER OIL, INC. 

TRACT 3 

Ik 
MALCO FEE 

T205 RGE 28E N.M.PM. 

5 TRACT I 

jjiiiitiiiiniiiijmimiui' HUGHES FEDERAL, 

4-

33 

4 
! RIGGS 

MAYFIELD FEDERAL 

y \ C.ONLEY 

CONLEY FEDERAL 

4 
TRACT 2 = 

/ 

.HIIlllllHlllllllllUlUlUll MAYFIELD FEDERAL^ 

4 
7 MOBIL 

4 4 
— LEGEND — 

• PRODUCING WELL 

/ PLUGGED AND ABANDONED WELL 

ORY HOLE 

^ j j f GAS WELL 

C D FEDERAL 

FEE 

Jj£± WATER INJECTION WEU. 

O PROPOSEO LOCATION 

0' , 500' 

BARBER OIL, INC. 
SALADAR —YATES FIELD 

EDDY COUNTY. NEW MEXICO 

BEFORE EXAMJNBR NLMTER 

O i l CONS 
-2U 

CASE N O . j ^ T r ^ _ ± A k 5 i £ 



BARBER OIL, INC. 
SALADAR U N I T 

SALADAR F I E L D 

EDDY COUNTY, NEW MEXICO 

DIAGRAMMATIC SKETCH 
PROPOSED WATER INJECTION W E L L 

WELL NO. 1-3 

TOP OF CEMENT 

200' EST. 

_ 5 _ k l l _ CASING AT 642' 

WITH 40 SACKS CEMENT 

TOP OF PAY AT 667' 

HOLE SIZE 6 i/4" 

PACKER SET AT 600 

OPEN uni F 642 r n 700 

T n 700' 

OTHER WELL DATA = 

COMPLETION DATF: 8-27-56 

ELEVATION: ^Q\l 

TREATMENT: FRACED WITH 15,000* 

ORIGINAL OWNER, LEASE S WELL NO.* GEORGE RIGGS ET AL. 

HUGHES (FEDERAL) LEASE. WELL NO. 3 

INITIAL POTENTIAL: 4 4 B 0 P D 

BEFORE EXAMINE?? NUTTER 
OIL CONSGRVAHGN COMMISSION 

[OOHOV HO. ? 

CASE NO. (o 1 2. 6 t (Q 1 3 9 



BARBER OIL, INC. 
SALADAR UNIT 
SALADAR FIELD 

EDDY COUNTY, NEW MEXICO 

DIAGRAMMATIC SKETCH 
PROPOSED WATER INJECTION W E L L 

WELL NO. 1-5 

TOP OF CEMENT 

_ 2 0 0 _ E S T . 

_ 5 _ J ^ 1 _ CASING AT 660' 

WITH 4 0 SACKS CEMENT 

TOP OF PAY AT 6 6 0 ' 

sf V HOLE SIZE 6 

PACKER SET AT 600 

OPEN HOLE - 660 TO 6 8 ^ 

T n 682 

OTHER WELL DATA : 

COMPLETION DATF: 9-1-62 

ELEVATION : 3 I 9 9 ' 

TREATMENT: FRACED WITH 10.600°* 

ORIGINAL OWNER, LEASE a WELL N0.= GEORGE RIGGS ET AL. 

HUGHES (FEDERAL) LEASE, WELL NO. 5 

INITIAL PfiTFlMTIAl : 18 BOPD a 4 BWPD 



BARBER OIL, INC. 
SALADAR UNIT 

SALADAR FIELD 
EDDY COUNTY, NEW MEXICO 

DIAGRAMMATIC SKETCH 
PROPOSED WATER INJECTION WELL 

WELL NO. 1-7 

TOP OF CEMENT 

_ J O O _ E S T . 

5 i^" CASING AT 602' 

WITH 'OO SACKS CEMENT 

TOP OF PAY AT 6 I 0 ' 

sT V HOLE SIZE 6 

PACKER SET AT 570 

OPEN HOLE §02 TO 633, 

T.D. 633' 

OTHER WELL DATA = 

COMPLETION r>ATF: 12-29-65 

ELEVATION: 3199* 

TREATMENT: FRACED WITH 11.000* 

ORIGINAL OWNER, LEASE a WELL NO. • GEORGE RIGGS ET AL. 

HUGHES (FEDERAL) LEASE. WELL NO. 7 

INITIAL POTENTIAL: 5 BOPD 



BARBER OIL, INC. 
SALADAR UNIT 

SALADAR FIELD 
EDDY COUNTY, NEW MEXICO 

DIAGRAMMATIC SKETCH 
PROPOSED WATER INJECTION WELL 

WELL NO. 2 -2 

TOP OF CEMENT 

400' FST. 

4 1/2" CASING AT 625' 

WITH 35 SACKS CEMENT 

TOP OF PAY AT 633' 

V HOLE SIZE 6 '/4" 

PACKER SET AT _575_ 

OPEN HOLE -625; TO 675_ 

Tn 675 

OTHER WELL DATA = 

COMPLETION nATF: 10-24-57 

ELEVATION: 3 2 0 5 ' 

TREATMENT: FRACED WITH 10,000* 

ORIGINAL OWNER, LEASE a WELL NO. • GEORGE E. CONLEY, 

MAYFIELD FEDERAL LEASE. WELL NO. 2 

INITIAL POTENTIAL: 4 BOPD 



BARBER OIL, INC. 
SALADAR UNIT 

SALADAR FIELD 
EDDY COUNTY, NEW MEXICO 

DIAGRAMMATIC SKETCH 
PROPOSED WATER INJECTION W E L L 

WELL NO. 3-1 

TOP OF CEMENT 

_ 9 _ E S T . 

1 CASING AT 650 

JO SACKS CEMENT 

sf 

WITH 

TOP OF PAY AT 660 

-HOLE SIZE ^3/4" 

PACKER SET AT 600' 

OPEN HOLE - 650 TO ~^SL 

TT) 690 

OTHER WELL DATA: 

COMPLETION DATF 3 - 3 0 - 5 6 

ELEVATION: 3202' 

TREATMENT: SHOT 56 QTS. 6 5 7 ' - 6 8 5 ' 

ORIGINAL OWNER, LEASE S WELL N0.= GEORGE RIGGS ET AL, 

MALCO—KEYSTONE FEE LEASE, WELL NO. I 

INITIAL POTENTIAL: 1 0 B 0 P D 



BARBER OIL. INC. 
SALADAR FIELD 

EDDY COUNTY, NEW MEXICO 

PIPELINE SUMMARY 

Total 

lo of Total 

Hughes 
Federal 
7 V715~ 

15,335 
8,696 
6,994 
5,632 
^,750 
7,072 

11,802 
8,182 
6,370 
3,570 
3,880 
^,574 
2,958 
2,507 
2,515 
3,150 
2,565 
2,134 
1,831* 
1,576 

1,235 

112,046 

71.1*73862 

34,055 

21.723599 

Mayfield 
Federal 
~ 0 " 
e 

827 
980 
674 

1,236 
997 

1,014.3 
70l+ 
821 
502 
4os 
486 
I+19 
326 
301 
27S 
212 
142 
71 
92 
4 7 

10,564 

6.802539 

Field Total 
~E~2EH 
20,032 
12,968 
10,1,13 

7,962 
9,767 
1^,375 
10,303 
8,278 
5,233 
5,305 
6,103 
4,297 
3,655 
4,029 
L,4io 
3,524 
3,055 
2.672 
1,925 
1.732 

155,755 

100.000000 







AVERAGE MONTHLY OIL PRODUCTION BARRELS 
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United States Department of the Interior 

Denver Federal Center 
Denver, Colorado 80225 

GEOLOGICAL SURVEY 
Box 25046 

IN REPLY REFER TO: 

Mr. George H. Hunker, Jr. 
P. 0. Box 1837 
Roswell, New Mexico 88201 

Dear Mr. Hunker: 

Your application of A p r i l 25, 1978, f i l e d w ith the U. S. Geological 
Survey, Roswell, New Mexico, on behalf of Barber O i l Inc., requests 
the designation of the Saladar u n i t area embracing 240.00 acres, 
more or less, Eddy County, New Mexico, as l o g i c a l l y subject to operation 
under the u n i t i z a t i o n provisions of the Mineral Leasing Act, as amended. 

Pursuant to u n i t plan regulations 30 CFR 226, the land requested as 
outlined on your p l a t marked "Exhibit 'A', Saladar Unit, Eddy County, 
New Mexico" i s hereby designated as a l o g i c a l u n i t area. 

Your proposed form of u n i t agreement w i t h the indicated changes w i l l 
be acceptable. One copy of the marked form i s enclosed and one copy 
i s being sent to the U. S. Geological Survey, Roswell, New Mexico. 
We hereby concur i n the Supervisor's recommendation that: the proposed 
basis for a l l o c a t i n g unitized substances be accepted. 

I f conditions are such that further modification of said standard form 
i s deemed necessary, three copies of the proposed modifications with 
appropriate j u s t i f i c a t i o n must be submitted to t h i s o f f i c e through the 
O i l and Gas Supervisor f o r preliminary approval. 

In the absence of any other type of land requiring special provisions 
or of any objections not now apparent, a duly executed agreement i d e n t i c a l 
with said form, modified as indicated, w i l l be approved i f submitted i n 
approvable status w i t h i n a reasonable period of time. However, notice 
i s hereby given that the r i g h t i s reserved to deny approval of any 
executed agreement submitted which, i n our opinion, does not have the 
f u l l commitment of s u f f i c i e n t lands to a f f o r d e f f e c t i v e control of 
operations i n the u n i t area. 



7 

When the executed agreement i s transmitted to Roswell, New Mexico, for 
the Supervisor's approval, include the l a t e s t status of a l l acreage. 
In preparation of Exhibits "A" and "B", follow closely the format of 
the sample exhibits attached to the standard form of u n i t agreement 
for unproved areas (1968 r e p r i n t ) . 

Sincerely yours, 

Regional Conservation Manager 
For the Director 



UNIT AGREEMENT 

FOR THE DEVELOPMENT AND OPERATION OF THE 

SALADAR UNIT 

EDDY COUNTY, NEW MEXICO 



UNIT AGREEMENT 
SALADAR UNIT 

EDDY COUNTY, NEW MEXICO 

A r t i c l e Index Page 
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2 D e f i n i t i o n s 2 
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4 E x h i b i t s 4 
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6 U n i t i z e d Land and U n i t i z e d Substances 6 
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14 Tracts Q u a l i f i e d f o r Unit P a r t i c i p a t i o n 11 
15 A l l o c a t i o n of U n i t i z e d Substances 13 
16 Royalty Settlement 16 
17 Rental Settlement 17 
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19 Drainage 18 
20 Leases and Contracts Conformed and Extended 18 
21 Co r r e c t i o n of Errors 20 
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23 E f f e c t i v e Date and Term 20 
24 Rate of Prospecting, Development and Production 22 
25 Nondiscrimination 23 
26 Appearances 23 
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28 No Waiver o f Certain Rights 24 
29 Equipment and F a c i l i t i e s Not F i x t u r e s 

Attached t o Realty 24 
30 Unavoidable Delay 24 
31 Loss of T i t l e 25 
32 Border Agreements 25 
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UNIT AGREEMENT 
FOR THE DEVELOPMENT AND OPERATION OF THE 

SALADAR UNIT 
EDDY COUNTY, NEW MEXICO 

THIS AGREEMENT, entered i n t o as of the 1st day of , 

1973, by and between the p a r t i e s s u b s c r i b i n g , r a t i f y i n g or consenting 

hereto, and herein r e f e r r e d to as " p a r t i e s hereto". 

W I T N E S S E T H : 

WHEREAS, The p a r t i e s hereto are the owners of Working, Royalty, 

or other O i l and Gas I n t e r e s t s i n the Unit Area subject to t h i s Agree

ment ; and 

WHEREAS, The Mineral Leasing Act of February 25, 1920, (41 Stat. 

437, as amended 30 U.S.C. Sections l 8 l et seq.) authorizes Federal 

lessees and t h e i r r e p r e s e n t a t i v e s to u n i t e w i t h each other, or j o i n t l y 

or separately w i t h others i n c o l l e c t i v e l y adopting and operating a u n i t 

plan of development or oper a t i o n of any o i l or gas pool , f i e l d , or l i k e 

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

the n a t u r a l resources t h e r e o f whenever determined and c e r t i f i e d by the 

Secretary of the I n t e r i o r t o be necessary or advisable i n the p u b l i c 

I n t e r e s t ; and 

WHEREAS, The O i l Conservation Commission of the State of New Mexico 

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

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

approve t h i s Agreement, and the conservation p r o v i s i o n s hereof; and 

WHEREAS, The p a r t i e s hereto hold s u f f i c i e n t i n t e r e s t s i n the 

Saladar Unit Area covering the land h e r e i n a f t e r described to give 

reasonably e f f e c t i v e c o n t r o l of operations t h e r e i n ; and 

WHEREAS, I t i s the purpose of the p a r t i e s hereto to conserve n a t u r a l 

resources, prevent waste, and secure other b e n e f i t s obtainable through 

development and operation of the Area subject to t h i s Agreement under 

the terms, c o n d i t i o n s and l i m i t a t i o n s herein set f o r t h ; 

NOW THEREFORE, I n co n s i d e r a t i o n of the premises and the promises 

herein contained, the p a r t i e s hereto commit t o t h i s Agreement t h e i r 

r e s p e c t i v e i n t e r e s t s i n the below-defined Unit Area, and agree s e v e r a l l y 

among themselves as f o l l o w s : 



ARTICLE 1 

ENABLING ACT AMD REGULATIONS 

The Mineral Leasing Act of February 25, 1920, as amended, supra, 

and a l l v a l i d p e r t i n e n t r e g u l a t i o n s , i n c l u d i n g operating and u n i t plan 

r e g u l a t i o n s , heretofore issued thereunder or v a l i d , p e r t i n e n t , and 

reasonable r e g u l a t i o n s h e r e a f t e r issued thereunder are accepted and made 

a p a r t of t h i s Agreement as to Federal Lands, provided such r e g u l a t i o n s 

are not i n c o n s i s t e n t w i t h the terms of t h i s Agreement; and as to State 

of New Mexico and p r i v a t e l y owned lands, the o i l and gas operating regu

l a t i o n s i n e f f e c t as of the e f f e c t i v e date hereof governing d r i l l i n g and 

producing operations, not i n c o n s i s t e n t w i t h the terms hereof or the Laws 

of the State of New Mexico are hereby accepted and made a part of t h i s 

Agreement. 

ARTICLE 2 

DEFINITIONS 

For the purpose of t h i s Agreement, the f o l l o w i n g terms and expres

sions as used h e r e i n s h a l l mean: 

2.1 Commission i s defined as the O i l Conservation Commission of 
the State of New Mexico. 

2.2 D i r e c t o r i s defined as the D i r e c t o r of the United States 
Geological Survey. 

2.3 Secretary i s defined as the Secretary of the I n t e r i o r of 
the United States of America. 

2.4 Department i s defined as the Department of the I n t e r i o r of 
the United States of America. 

2.5 Supervisor i s defined as the O i l and Gas Supervisor of the 
United States Geological Survey, f o r the Area i n which the Unit Area 
Is s i t u a t e d . 

2.6 Unit Area i s defined as the land depicted on E x h i b i t "A" and 
described by Tracts i n E x h i b i t "B" attached hereto, and said land i s 
hereby designated and recognized as c o n s t i t u t i n g the Unit Area. 

2.7 U n i t i z e d Formation i s defined as t h a t p o r t i o n of the Yates 
Formation commonly known as the Yates Sand. This u n i t i z e d i n t e r v a l 
i s found between 64l feet and 665 f e e t on the d r i l l e r s l o g da.ted June 
20, 1956 of the George Riggs et a l , Hughes Federal No. 1 w e l l which i s 
located 1650 f e e t from the south l i n e and 1650 f e e t from the west l i n e 
of Section 33, Township 20 South, Range 28 East, Eddy County, New Mexico. 

2.8 U n i t i z e d Substances i s defined as a l l o i l , gas, gaseous sub
stances sulphur contained i n gas, condensate, d i s t i l l a t e and a l l asso
c i a t e d and c o n s t i t u e n t l i q u i d or l i q u e f i a b l e hydrocarbons w i t h i n and 
nrnriiine<i frnm t h e U n i t i z e d F o r m a t i o n o f t h e U n i t i z e d Land. 



2.9 Working I n t e r e s t i s defined as an i n t e r e s t i n Uni t i z e d kjUD-
stances by v i r t u e of a lease, operating agreement or otherwise, i n c l u d i n g 
a c a r r i e d i n t e r e s t , which I n t e r e s t i s chargeable w i t h and o b l i g a t e d to 
pay or bear, e i t h e r i n cash or out of production or otherwise, a l l or 
a p o r t i o n of the cost of d r i l l i n g , developing, producing ana operating 
the U n i t i z e d Formation. Any i n t e r e s t i n U n i t i z e d Substances which i s a 
'Working I n t e r e s t as of the date the owner thereof executes, r a t i f i e s or 
consents to t h i s agreement s h a l l t h e r e a f t e r be t r e a t e d as a Working 
I n t e r e s t f o r a l l purposes of t h i s Agreement. 

2.10 Royalty I n t e r e s t i s defined as a r i g h t to or i n t e r e s t i n 
any p o r t i o n of the U n i t i z e d Substances or proceeds thereof other than 
a V/orking I n t e r e s t and other than an Overriding Royalty I n t e r e s t . 

2.11 Working I n t e r e s t Owner I s defined as a p a r t y hereof who owns 
a Working I n t e r e s t . 

2.12 Royalty Owner i s defined as a party hereto who owns a Royalty 
I n t e r e s t . 

2.13 Tract i s defined as each par c e l of land described as such 
and given a Tract number I n E x h i b i t "B". 

2.14 Tract P a r t i c i p a t i o n i s defined as the percentage of p a r t i c i 
p a t i o n shown on E x h i b i t "C" f o r a l l o c a t i n g U n i t i z e d Substances to a 
Tract under t h i s Agreement. 

2.15 Unit P a r t i c i p a t i o n i s defined as the sum of the percentages 
obtained by m u l t i p l y i n g the Working I n t e r e s t of a Working I n t e r e s t Owner 
i n each Tract having Tract p a r t i c i p a t i o n by the Tract P a r t i c i p a t i o n of 
such Tr a c t . 

2.16 O i l and Gas Rights i s defined as the place to explore, 
develop, and operate land w i t h i n the Unit Area f o r the production of 
U n i t i z e d Substances, or t o share i n the production so obtained or the 
proceeds th e r e o f . 

2.17 Unit Operator i s defined as the p a r t y designated by Working 
I n t e r e s t Owners under the Unit Operating Agreement to develop and operate 
the U n i t i z e d Formation. 

2.18 Record Owner i s defined as the holder of the record t i t l e 
t o a lease covering Federal lands according to the a p p l i c a b l e records 
of the Department of the I n t e r i o r of the United States of America. 

2.19 Tract Cumulative O i l Recovery i s defined as the t o t a l number 
of b a r r e l s of o i l produced from the U n i t i z e d Formation under such Tract 
p r i o r to January 1, 1978, as o f f i c i a l l y reported to the Commission. 

2.20 Unit Area Cumulative O i l Recovery i s defined as the t o t a l 
Tract Cumulative O i l Recovery of a l l Tracts w i t h i n the Unit Area t h a t 
are committed t o t h i s agreement i n accordance w i t h the p r o v i s i o n s hereof. 

2.21 Unit Operating Agreement i s defined as any agreement or.agree
ments (whether one or more) entered i n t o (separately or c o l l e c t i v e l y ) 
by and between the Unit Operator and the Working I n t e r e s t Owners as pro
vided i n A r t i c l e 10, i n f r a , and s h a l l be s t y l e d "Unit Operating Agreement 
Saladar U n i t , Eddy County, New Mexico". 

2.22 Unit Operations i s defined as any operation conducted pur
suant to t h i s Agreement and the Unit Operating Agreement. 

2.23 Unit Equipment i s defined as a l l personal p r o p e r t y , lease 
and w e l l equipment, p l a n t s , and other f a c i l i t i e s and equipment taken 
over or otherwise acquired f o r the j o i n t account f o r use i n Unit 
Operations. 



2.24 Unit Expense i s defined as a l l cost, expense, or indebtedness 
i n c u r r e d pursuant to t h i s Agreement and the Unit Operating Agreement 
f o r or on account of Unit Operations. 

2.25 Overriding Royalty I n t e r e s t i s defined as an i n t e r e s t i n or 
r i g h t to receive a p o r t i o n of the U n i t i z e d Substances or the proceeds 
therefrom as an o v e r r i d i n g r o y a l t y i n t e r e s t , o i l payment i n t e r e s t , net 
p r o f i t s c o n t r a c t s , or any other payment or burden, exclusive of a Royalty 
I n t e r e s t , which does not carry w i t h i t the r i g h t to search f o r or produce 
U n i t i z e d Substances. 

2.26 Unit Manager i s defined as any person or c o r p o r a t i o n appointed 
by Working I n t e r e s t Owners to perform the d u t i e s of Unit Operator u n t i l 
the s e l e c t i o n and q u a l i f i c a t i o n of a successor Unit Operator as pro
vided f o r i n Section 8 hereof. 

2.27 Outside Substances i s defined as any substance obtained from 
any source other than the U n i t i z e d Formation and i n j e c t e d i n t o the 
U n i t i z e d Formation. 

ARTICLE 3 

UNIT AREA 

The f o l l o w i n g described land I s hereby designated and recognized 

as c o n s t i t u t i n g the Unit Area: 

Township 20 South, Range 28 East, New Mexico P r i n c i p a l Meridian 

SECTION 33: NW 1/4 SW 1/4, NE 1/4 SW 1/4, SE 1/4 NW 1/4, S 1/2 SW 1/4 
and SW 1/4 SE 1/4. 

Containing 240 acres, more or l e s s , i n Eddy County, New Mexico. 

ARTICLE 4 

EXHIBITS 

4.1 E x h i b i t s . Attached hereto are the f o l l o w i n g e x h i b i t s which 

are incorporated herein by reference: 

4.1.1 E x h i b i t "A", i s a map showing, to the extent known 

to the Unit Operator, the Unit Area and the boundaries and 

i d e n t i t y of Tracts and leases I n said Unit Area. 

4.1.2 E x h i b i t "B", i s a schedule showing, to the extent 

known to the Unit Operator, the acreage comprising each Tract 

and the percentage of ownership of each Working I n t e r e s t Owner 

and each Royalty Owner i n each Tract. 

4.1.3 E x h i b i t "C", i s a schedule showing the percentage 

of p a r t i c i p a t i o n each Tract has i n the Unit Area. 

4.1.4 E x h i b i t "D", i s the p r o v i s i o n s of paragraphs 1 through 

7 of Section 202 of Executive Order 11246 as amended. 



4.2 Reference to E x h i b i t s . When reference herein i s made to an 

e x h i b i t , the reference i s t o the e x h i b i t as o r i g i n a l l y attached, or, 

i f r e v i s e d , to the l a t e s t r e v i s i o n . 

4.3 E x h i b i t s Considered Correct. An e x h i b i t s h a l l be considered 

to be c o r r e c t u n t i l r e v i s e d as herein provided. 

4.4 F i l i n g Revised E x h i b i t s . E x h i b i t s "A", "B" and "C" s h a l l 

be revised by the Unit Operator whenever changes render such r e v i s i o n 

necessary, and not less than four copies t h e r e o f s h a l l be f i l e d w i t h 

the Supervisor. 

ARTICLE 5 

EXPANSION 

The above described Unit Area may when p r a c t i c a b l e be expanded to 

include t h e r e i n any a d d i t i o n a l Tract or Tracts regarded as reasonably 

necessary or advisable t o conform w i t h the purposes of t h i s Agreement. 

Such expansion s h a l l be e f f e c t e d i n the f o l l o w i n g manner: 

(a) The Working I n t e r e s t Owner or Owners of a Tract or Tracts 

d e s i r i n g to b r i n g such Tract or Tracts i n t o t h i s U n i t , s h a l l f i l e an 

a p p l i c a t i o n t h e r e f o r w i t h Unit Operator requesting such admission. 

(b) A f t e r p r e l i m i n a r y concurrence by the D i r e c t o r , Unit Operator 

s h a l l c i r c u l a t e a n o t i c e to each Working I n t e r e s t Owner of the proposed 

expansion, s e t t i n g out the basis f o r admission, the Unit P a r t i c i p a t i o n 

t o be assigned t o such Tract or Tr a c t s , and other p e r t i n e n t data. 

A f t e r n e g o t i a t i o n Cat Working I n t e r e s t Owners' meeting or otherwise) 

i f n i n e t y per cent (90%) of the Working I n t e r e s t Owners (on the basis 

of Unit P a r t i c i p a t i o n ) have agreed t o such Tract or Tracts being brought 

i n t o the U n i t , then Unit Operator s h a l l : 

(1) Prepare a n o t i c e of proposed expansion d e s c r i b i n g the contem

pl a t e d changes i n the boundaries of the U n i t , the reason t h e r e f o r , the 

basis f o r admission of the a d d i t i o n a l Tract or Tr a c t s , the Unit P a r t i c i 

p a t i o n to be assigned t h e r e t o and the proposed e f f e c t i v e date thereof 

p r e f e r a b l y the f i r s t day of a month subsequent t o the date of n o t i c e ; and 

(2) D e l i v e r copies of said n o t i c e t o the D i r e c t o r , each Working 

I n t e r e s t Owner ( m a i l i n g copy of such n o t i c e to the l a s t known address 

of each such Working I n t e r e s t Owner) and to the lessee and lessor whose 
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i n t e r e s t s are proposed to be committed, adv i s i n g such p a r t i e s t h a t 

t h i r t y (30) days w i l l be allowed f o r submission t o the un i t Operator 

of any o b j e c t i o n t o such proposed expansion; and 

(3) F i l e , upon e x p i r a t i o n of said t h i r t y (30) day period as set 

out i n (2) immediately above and provided t h a t o b j e c t i o n s cf not more 

than ten per cent (10%) of the Working I n t e r e s t Owners have been f i l e d 

t h e r e t o , w i t h the Commission and the Supervisor the f o l l o w i n g : (a) 

Comprehensive statement as to m a i l i n g such n o t i c e of expansion; (b) An 

A p p l i c a t i o n f o r such expansion; (c) An instrument containing the appro

p r i a t e j o i n d e r s i n compliance w i t h the p a r t i c i p a t i o n requirements of 

A r t i c l e 14, i n f r a , and (d) a copy of a l l o b j e c t i o n s received along 

w i t h the Operator's response t h e r e t o . 

The expansion s h a l l , a f t e r due cons i d e r a t i o n of a l l p e r t i n e n t 

i n f o r m a t i o n and upon approval by the Commission and the Supervisor, 

become e f f e c t i v e as of the date prescribed i n the n o t i c e thereof or 

on such other date as set by the Commission and the Supervisor i n 

the order or instrument approving such expansion. 

ARTICLE 6 

UNITIZED LAND AND UNITIZED SUBSTANCES 

A l l land committed t o t h i s Agreement as t o the Yates Sand as 

defined under U n i t i z e d Formation, s h a l l c o n s t i t u t e land r e f e r r e d t o 

herein as "Un i t i z e d Land" or "Land subject t o t h i s Agreement". A l l 

o i l and gas i n or produced from said U n i t i z e d Formation of the "Unitized 

Land" are u n i t i z e d under the terms of t h i s Agreement and herein are 

c a l l e d " U n i t i z e d Substances". Surface r i g h t s of ingress and egress 

s h a l l be maintained f o r the b e n e f i t of the U n i t . 

Nothing h e r e i n s h a l l be construed t o u n i t i z e , p o o l , or i n any way 

a f f e c t the o i l , gas and other minerals contained i n or tha t may be pro

duced from any formation other than the U n i t i z e d Formation as defined 

i n A r t i c l e 2.8 of t h i s Agreement. 

ARTICLE 7 

UNIT OPERATOR 

Barber O i l , Inc. i s hereby designated as Unit Operator, and by 

sign i n g t h i s instrument as Unit Operator he agrees and consents to 

accept the duties and o b l i g a t i o n s of Unit Operator f o r the o p e r a t i o n , 



development and production of U n i t i z e d Substances as herein provided. 

Whenever reference i s made herein t o the Unit Operator, such reference 

means the Unit Operator a c t i n g I n t h a t capacity and not as an owner 

of i n t e r e s t s i n U n i t i z e d Substances, and when such i n t e r e s t 3 are owned 

by i t the term "Working I n t e r e s t Owner" when used herein s h a l l include 

or r e f e r t o Unit Operator as the owner of a Working I n t e r e s t when such 

an i n t e r e s t i s owned by i t . 

ARTICLE 8 

RESIGNATION OR REMOVAL OF UNIT OPERATOR 

Unit Operator s h a l l have the r i g h t t o r e s i g n at any time, but such 

r e s i g n a t i o n s h a l l not become e f f e c t i v e so as to release Unit Operator 

from the duties and o b l i g a t i o n s of Unit Operator and terminate Unit 

Operator's r i g h t s as such f o r a period of s i x (6) months a f t e r w r i t t e n 

n o t i c e of i n t e n t i o n t o r e s i g n has been given by Unit Operator to a l l 

Working I n t e r e s t Owners and the Supervisor, and u n t i l a l l w e l l s are 

placed i n a s a t i s f a c t o r y c o n d i t i o n f o r suspension or abandonment which

ever i s r e q u i r e d by the Supervisor, unless a new Unit Operator s h a l l 

have been selected and accepted and s h a l l have taken over and assumed 

the duties and o b l i g a t i o n s of Unit Operator p r i o r to the e x p i r a t i o n 

of said p e r i o d . 

The r e s i g n a t i o n or removal of Unit Operator s h a l l not release Unit 

Operator from any l i a b i l i t y f o r any d e f a u l t by i t hereunder o c c u r r i n g 

p r i o r t o the e f f e c t i v e date of i t s r e s i g n a t i o n or removal. 

The Unit Operator may, upon d e f a u l t or f a i l u r e i n the performance 

of i t s d u t i e s or o b l i g a t i o n s hereunder, be subject to removal by tne 

owner of seve n t y - f i v e per cent (15%) of the committed Working I n t e r e s t s 

(on the basis of Unit P a r t i c i p a t i o n ) exclusive of the Working I n t e r e s t 

Owner who i s the U n i t Operator. Such removal s h a l l be e f f e c t i v e upon 

n o t i c e t h e r e o f t o the D i r e c t o r . 

I n a l l Instances of r e s i g n a t i o n or removal, u n t i l a successor Unit 

Operator i s selected and accepted as h e r e i n a f t e r provided, the Working 

I n t e r e s t Owners s h a l l be j o i n t l y responsible f o r performance of the 

d u t i e s of Unit Operator, and s h a l l not l a t e r than t h i r t y (30) days 

before such r e s i g n a t i o n or removal becomes e f f e c t i v e , appoint a Unit 

Manager to represent them i n any a c t i o n t o be taken hereunder. 
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The r e s i g n a t i o n or removal of Unit Operator under t h i s Agreement 

s h a l l not terminate i t s r i g h t , t i t l e or i n t e r e s t as the owner of a 

Working I n t e r e s t or other i n t e r e s t i n U n i t i z e d Substances, but upon the 

r e s i g n a t i o n or removal of Unit Operator becoming e f f e c t i v e , such Unit 

Operator s h a l l d e l i v e r possession of a l l w e l l s , equipment, books, records, 

m a t e r i a l s , appurtenances and any other assets, used i n conducting the 

Unit Operations and owned by the Working I n t e r e s t Owners ( i n c l u d i n g 

any and a l l data and In f o r m a t i o n which i t might have gained or assembled 

by reason of i t s operation of the Unit Area) t o the new duly q u a l i f i e d 

successor Unit Operator or Unit Manager or t o the owners thereof i f no 

such new Unit Operator i s e l e c t e d , t o be used f o r the purpose of con

d u c t i n g Unit Operations hereunder. Nothing herein s h a l l be construed 

as a u t h o r i z i n g removal of any m a t e r i a l , equipment and appurtenances 

needed f o r the p r e s e r v a t i o n of any w e l l s . 

ARTICLE 9 

SUCCESSOR UNIT OPERATOR 

Whenever the Unit Operator s h a l l tender i t s r e s i g n a t i o n as Unit 

Operator or s h a l l be removed as hereinabove provided, or a change of 

Unit Operator i s negotiated by Working I n t e r e s t Owners, the Working 

I n t e r e s t Owners s h a l l by a f f i r m a t i v e vote o f at l e a s t seventy-five per 

cent (75%) of t h e i r v o t i n g I n t e r e s t , based upon the percentages of 

p a r t i c i p a t i o n as shown on E x h i b i t "C", select a successor Unit Operator, 

provided, however, t h a t should any Working I n t e r e s t Owner own a v o t i n g 

i n t e r e s t of more than t w e n t y - f i v e per cent (25%)? the vote of said 

p a r t y s h a l l not serve to disapprove the s e l e c t i o n of a new Unit Operator 

approved by eighty per cent (80%) or more of the v o t i n g i n t e r e s t s of 

the remaining Working I n t e r e s t Owners, and provided f u r t h e r t h a t the 

Unit Operator s h a l l not vote to succeed i t s e l f . Such s e l e c t i o n s h a l l 

not become e f f e c t i v e u n t i l (a) a Unit Operator so selected s h a l l a.ccept 

i n w r i t i n g the d u t i e s and r e s p o n s i b i l i t i e s of Unit Operator, and (b) 

w r i t t e n n o t i c e of such s e l e c t i o n s h a l l have been f i l e d w i t h and approved 

by the Supervisor. I f no successor Unit Operator i s selected and 

q u a l i f i e d as herein provided, the D i r e c t o r at his e l e c t i o n may declare 

t h i s Agreement terminated. 
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ARTICLE 10 

ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT 

Costs and. expenses i n c u r r e d by Unit Operator i n conducting Unit 

Operations hereunder s h a l l be paid, apportioned among and borne by the 

Working I n t e r e s t Owners I n accordance w i t h the Unit Operating Agreement. 

Such Unit Operating Agreement s h a l l also provide the manner i n which the 

Working I n t e r e s t Owners s h a l l be e n t i t l e d t o receive t h e i r r espective 

p r o p o r t i o n a t e and a l l o c a t e d share of the b e n e f i t s accruing hereto i n 

conformity w i t h t h e i r u n d e r l y i n g operating agreements, leases or other 

independent contracts and such other r i g h t s and o b l i g a t i o n s as between 

Unit Operator and the Working I n t e r e s t Owners as may be agreed upon 

by the Unit Operator and the Working I n t e r e s t Owners; however, no such 

Unit Operating Agreement s h a l l be deemed e i t h e r to modify any of the 

terms and cond i t i o n s o f t h i s Unit Agreement or to r e l i e v e the Unit 

Operator of any r i g h t or o b l i g a t i o n e s t a b l i s h e d under t h i s Unit Agree

ment, and i n case of any inconsistency or c o n f l i c t between the Unit 

Agreement and the Unit Operating Agreement, t h i s Unit Agreement s h a l l 

p r e v a i l . Two t r u e copies of any Unit Operating Agreement executed 

pursuant to t h i s A r t i c l e s h a l l be f i l e d w i t h the Supervisor, p r i o r t o 

approval of t h i s Agreement, and t h e r e a f t e r promptly a f t e r any r e v i s i o n 

or amendment. 

ARTICLE 11 

RIGHTS AND OBLIGATIONS OF UNIT OPERATOR 

Except as otherwise s p e c i f i c a l l y provided h e r e i n , the exclusive 

r i g h t , p r i v i l e g e and duty of e x e r c i s i n g any and a l l r i g h t s of the p a r t i e s 

hereto which are necessary or convenient f o r prospecting f o r , producing, 

s t o r i n g , a l l o c a t i n g and d i s t r i b u t i n g the U n i t i z e d Substances are hereby 

delegated t o and s h a l l be exercised by the Unit Operator as herein pro

vided. Upon request by Unit Operator, acceptable evidence of t i t l e to 

said r i g h t s s h a l l be deposited w i t h said Unit Operator, and together 

w i t h t h i s Agreement, s h a l l c o n s t i t u t e and define the r i g h t s , p r i v i l e g e s 

and o b l i g a t i o n s o f Unit Operator. Nothing h e r e i n , however, s h a l l be 

construed to t r a n s f e r t i t l e t o any land or to any lease or operating 

agreement, i t being understood t h a t under t h i s Agreement the Unit 



Operator, i n i t s capacity as Unit Operator, s h a l l exercise the r i g h t s 

and possession and use vested i n the p a r t i e s hereto only f o r the purposes 

h e r e i n s p e c i f i e d . 

ARTICLE 12 

PLAN OF OPERATIONS 

I t i s recognized and agreed by the p a r t i e s hereto that a l l of the 

land subject t o t h i s Agreement i s reasonably proved to be productive 

of U n i t i z e d Substances and t h a t the object and purpose of t h i s Agreement 

i s to formulate and t o put i n t o e f f e c t a secondary recovery p r o j e c t i n 

order to e f f e c t a d d i t i o n a l recovery of U n i t i z e d Substances, prevent 

waste and conserve n a t u r a l resources. The p a r t i e s hereto agree t h a t 

the Unit Operator may, subject to the consent and approval of a plan 

of o p eration by the Working I n t e r e s t Owners, the Supervisor, and the 

Commission, i n j e c t i n t o the U n i t i z e d Formation, through any w e l l or 

we l l s completed t h e r e i n , b r i n e , water, a i r , gas, o i l , l i q u e f i e d petroleum 

gas, and any other substance or a combination of any of said substances, 

whether produced from the Unit Area or not, and t h a t the l o c a t i o n of 

inp u t w e l l s and the rates of i n j e c t i o n t h e r e i n and the ra t e of produc

t i o n s h a l l be governed by standards of good geologic and petroleum 

engineering p r a c t i c e s and conservation methods. A f t e r commencement 

of secondary operations, Unit Operator s h a l l f u r n i s h the Commission 

and the Supervisor monthly, i n j e c t i o n and production r e p o r t s f o r each 

w e l l i n the Unit. The Working I n t e r e s t Owners, the Supervisor, and 

the Commission, s h a l l be furnished p e r i o d i c a l r e p o r t s on the progress 

of the plan of ope r a t i o n and any r e v i s i o n s or changes t h e r e t o ; provided 

however, t h a t any major r e v i s i o n s of the plan of operation i n v o l v i n g a 

basic d e v i a t i o n from the i n i t i a l plan of operation s h a l l be subject to 

the consent and approval of the Working I n t e r e s t Owners, the Supervisor, 

and the Commission. 

The i n i t i a l plan of operation s h a l l be f i l e d w i t h the Supervisor 

and the Commission concu r r e n t l y w i t h the f i l i n g of t h i s Unit Agreement 

f o r f i n a l approval. Said i n i t i a l plan of operation and a l l r e v i s i o n s 

t h e r e o f s h a l l be as complete and adequate as the Supervisor and the 
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Commission may determine to be necessary f o r t i m e l y operation consistent 

herewith. Reasonable d i l i g e n c e s h a l l be exercised i n complying w i t h the 

o b l i g a t i o n s of the approved plan of opera t i o n . 

ARTICLE 13 

TRACT PARTICIPATION 

E x h i b i t "C'! attached hereto shows the p a r t i c i p a t i o n a l l o c a t e d to 

each Tract i n the Unit Area based on a presumed 100% commitment. The 

formula used f o r the c a l c u l a t i o n s of such percentages i s as f o l l o w s : 

10 0 X (times) Tract Cumulative O i l Recovery 
Unit Area Cumulative O i l Recovery 

I f t h i s Unit Agreement i s approved w i t h less than 100% Tract Commitment, 

the percentages of p a r t i c i p a t i o n s h a l l be rev i s e d i n accordance w i t h 

the p r o v i s i o n s of A r t i c l e 14 of t h i s Agreement. 

ARTICLE 14 

TRACTS QUALIFIED FOR UNIT PARTICIPATION 

As the o b j e c t i v e of t h i s Agreement i s t o have lands i n the u n i t 

area operated and e n t i t l e d to p a r t i c i p a t i o n under the terms hereof, i t 

i s agreed t h a t , n o t w i t h s t a n d i n g anything else h e r e i n , no j o i n d e r s h a l l 

be considered a commitment t o t h i s Unit Agreement unless the t r a c t i n 

volved i s q u a l i f i e d under t h i s s e c t i o n . 

On and a f t e r the e f f e c t i v e date hereof the Tracts w i t h i n the Unit 

Area which s h a l l be e n t i t l e d to p a r t i c i p a t i o n (as provided i n A r t i c l e 

13 hereof) i n the production of U n i t i z e d Substances therefrom s h a l l be 

those Tracts w i t h i n the Unit Area t h a t are q u a l i f i e d as f o l l o w s : 

(a) Each and a l l of those Tracts as t o which Working I n t e r e s t 

Owners owning one hundred per cent (100%) of the Working I n t e r e s t i n 

said Tract execute t h i s agreement and the Unit Operating Agreement and 

Royalty Owners owning one hundred per cent (100%) of the Royalty I n t e r e s t 

i n said Tract have subscribed, r a t i f i e d or consented to t h i s Agreement; 

and 

(b) Each and a l l of those Tracts i n which the owners of not less 

than n i n e t y - f i v e per cent (95%) of the Working I n t e r e s t t h e r e i n execute 

t h i s Agreement and the Unit Operating Agreement and the owners of not 

less than s e v e n t y - f i v e per cent (75%) of the Royalty I n t e r e s t t h e r e i n 
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have executed t h i s Agreement, and i n which the Working I n t e r e s t Owners 

i n said Tract who have executed t h i s Agreement and the Unit Operating 

Agreement have agreed t o indemnify and hold harmless a i l other p a r t i e s 

hereto, i n a manner s a t i s f a c t o r y to the owners of e i g h t y - f i v e per cent 

(85%) of the Working I n t e r e s t s q u a l i f i e d under S u b a r t i o l e 14(a), against 

any and a l l claims and demands t h a t may be made by the non j o i n i n g Work

i n g I n t e r e s t Owners or Royalty Owners, or both, on account of the 

commitment and j o i n d e r of such Tract to the Unit Agreement, and opera

t i o n t h e reof under such c o n d i t i o n s on the basis herein provided, and 

as t o which the owners of e i g h t y - f i v e per cent (85%) of the Working 

I n t e r e s t s q u a l i f i e d under S u b a r t i c l e 1 4 ( a ) , exclusive of the Working 

I n t e r e s t Owner s u b m i t t i n g such T r a c t , have approved the commitment of 

such Tract t o t h i s Unit Agreement. 

(c) Each Tract as to which Working I n t e r e s t Owners owning less 

than 100% of the Working I n t e r e s t t h e r e i n have executed t h i s Agreement 

and the Unit Operating Agreement, regardless of the percentage of 

Royalty I n t e r e s t t h e r e i n which i s committed hereto, and, f u r t h e r , as 

to which: 

( i ) The Working I n t e r e s t Owner operating any such Tract 

and a l l of the other Working I n t e r e s t Owners i n such Tract who 

have executed t h i s Agreement and the Unit Operating Agreement 

have j o i n e d i n a request f o r q u a l i f i c a t i o n of such Tract f o r Unit 

P a r t i c i p a t i o n and have executed and d e l i v e r e d an indemnity agree

ment indemnifying and agreeing to hold harmless the other Working 

I n t e r e s t Owners i n the Unit Area, t h e i r successors and assigns, 

against a l l claims and demands which may be made by the owners of 

Working I n t e r e s t s i n such Tract who are not p a r t i e s hereto and. 

which a r i s e out of the q u a l i f i c a t i o n of such Tract f o r Unit 

P a r t i c i p a t i o n , and 

( i i ) The owners of eighty per cent (80%) of the committed 

Working I n t e r e s t i n a l l Tracts meeting the requirements of Sub-

a r t i c l e s 14(a) and 14(b) have voted i n favor o f the q u a l i f i c a t i o n 

of such Tract and acceptance of the indemnity agreement. 



Upon the q u a l i f i c a t i o n of such a Tract f o r Unit P a r t i c i p a t i o n , the Unit 

P a r t i c i p a t i o n t h a t would have been a t t r i b u t e d to the nonsubscribing 

owners of the Working I n t e r e s t i n such T r a c t , had they become p a r t i e s 

to t h i s Agreement and the Unit Operating Agreement, s h a l l be a t t r i b u t e d 

to the Working I n t e r e s t Owners i n such Tract who have become p a r t i e s to 

such agreements, i n p r o p o r t i o n t o t h e i r r e s p e c t i v e Working I n t e r e s t s 

i n the Tract. 

I f , on the e f f e c t i v e date of t h i s Agreement, there i s any Tract 

or Tracts which have not been e f f e c t i v e l y committed to and made subject 

to t h i s Agreement by q u a l i f y i n g as above provided, then such Tract or 

Tracts s h a l l not be e n t i t l e d t o p a r t i c i p a t e hereunder. Unit Operator 

s h a l l , when su b m i t t i n g t h i s Agreement f o r f i n a l approval by the Super

v i s o r , or as promptly t h e r e a f t e r as p r a c t i c a b l e , f i l e t h e r e w i t h a 

schedule of those Tracts which have been committed and made subject 

to t h i s Agreement and are e n t i t l e d to p a r t i c i p a t e i n the production 

from the U n i t i z e d Land hereunder. Said schedule s h a l l set f o r t h 

opposite each such committed Tract the lease number and assignment 

number, the owner of record of the lease, and the percentages of p a r t i c 

i p a t i o n of such Tract which s h a l l be computed using the formula set out 

i n A r t i c l e 13 (Tract P a r t i c i p a t i o n ) above. This schedule of p a r t i c i 

p a t i o n s h a l l be r e v i s e d E x h i b i t "C" and upon approval thereof by the 

Supervisor s h a l l become a p a r t of t h i s Agreement and s h a l l govern the 

a l l o c a t i o n of production of U n i t i z e d Substances u n t i l a new schedule 

i s approved by the Supervisor. 

ARTICLE 15 

ALLOCATION OP UNITIZED SUBSTANCES 

A l l U n i t i z e d Substances produced and saved ( l e s s , save and except 

any part of such U n i t i z e d Substances used i n conformity w i t h good 

ope r a t i n g p r a c t i c e s on U n i t i z e d Land f o r d r i l l i n g , o p e r a t i n g , camp, 

and other production or development purposes and f o r pressure mainte

nance or unavoidable l o s s ) s h a l l be apportioned among and a l l o c a t e d 

to the committed Tracts w i t h i n the Unit Area i n accordance w i t h the 

res n e c t i v e Tract P a r t i c i p a t i o n then e f f e c t i v e hereunder during the 



respective periods such U n i t i z e d Substances were produced, as set f o r t h 

i n the schedule of p a r t i c i p a t i o n i n E x h i b i t "C". The amount of U n i t i z e d 

Substances so a l l o c a t e d to each T r a c t , and only t h a t amount, (regardless 

of whether i t be more or less than the amount of the a c t u a l production 

of U n i t i z e d Substances from the w e l l or w e l l s , i f any, on such Tract) 

s h a l l , f o r a l l i n t e n t s , uses and purposes, be deemed to have been 

produced from such Tract. 

The U n i t i z e d Substances a l l o c a t e d t o each Tract s h a l l be d i s t r i 

buted among, or accounted f o r to the p a r t i e s executing, consenting to 

or r a t i f y i n g t h i s Agreement e n t i t l e d t o share i n the production from 

such Tract I n the same manner, i n the same p r o p o r t i o n s , and upon the 

same c o n d i t i o n s , as they would have p a r t i c i p a t e d and shared i n the pro

d u c t i o n from such T r a c t s , or i n the proceeds t h e r e o f , had t h i s Agreement 

not been entered i n t o ; and w i t h the same l e g a l force and e f f e c t . 

No Tract committed to t h i s Agreement and q u a l i f i e d f o r p a r t i c i p a t i o n 

as above provided s h a l l be subsequently excluded from p a r t i c i p a t i o n here

under on account of d e p l e t i o n of U n i t i z e d Substances, and nothing herein 

contained s h a l l be construed as r e q u i r i n g any r e t r o a c t i v e adjustment 

f o r production obtained p r i o r to the e f f e c t i v e date of the j o i n d e r and 

q u a l i f i c a t i o n of any Tract. 

I f any Working I n t e r e s t or Royalty I n t e r e s t i n a Tract h e r e a f t e r 

become d i v i d e d and owned i n s e v e r a l t y as t o d i f f e r e n t parts of the 

Tra c t , the owners of the d i v i d e d i n t e r e s t s , i n the absence of an agree

ment p r o v i d i n g f o r a d i f f e r e n t d i v i s i o n , s h a l l share i n the U n i t i z e d 

Substances a l l o c a t e d t o the T r a c t , or i n the proceeds t h e r e o f , i n pro

p o r t i o n to the surface acreage of t h e i r r e s p e c t i v e p a r t s of the Tract. 

The U n i t i z e d Substances a l l o c a t e d t o each Tract s h a l l be d e l i v e r e d 

i n kind t o the r e s p e c t i v e Working I n t e r e s t Owners and p a r t i e s e n t i t l e d 

t h e r e t o by v i r t u e o f the ownership of O i l and Gas Rights t h e r e i n or by 

purchase from such owners. Each Working I n t e r e s t Owner and the p a r t i e s 

e n t i t l e d t h e r e t o s h a l l have the c o n t i n u i n g r i g h t t o receive such produc

t i o n i n kind at a common p o i n t w i t h i n the Unit Area and to s e l l or d i s -

nnse nf the same as i t sees f i t . Each such p a r t v s h a l l have the r i g h t 



t o c o n s t r u c t , maintain and operate a l l necessary f a c i l i t i e s l o r Ln'ii 

purpose on U n i t i z e d Land, provided the same are so constructed, main

ta i n e d and operated as not t o i n t e r f e r e w i t h operations c a r r i e d on 

pursuant hereto. Subject to A r t i c l e 16 (Royalty Settlement) hereof, 

any e x t r a expenditure i n c u r r e d by Unit Operator by reason of the d e l i v e r y 

i n k i n d of any p o r t i o n of the U n i t i z e d Substances s h a l l be borne by 

the party responsible f o r the payment of such expense. I n the event 

any party hereto s h a l l f a i l t o take or otherwise adequately dispose of 

i t s p r o p o r t i o n a t e share of the production from the Unit Area c u r r e n t l y 

as and when produced, then so long as such co n d i t i o n s continue, Unit 

Operator, f o r the account and at the expense of such p a r t y and i n order 

to avoid c u r t a i l i n g the operation of the Unit Area, may buy, s e l l or 

otherwise dispose of such production t o I t s e l f or others on a day-to

day basis at not less than the p r e v a i l i n g market p r i c e i n the area f o r 

l i k e p r oduction, and the account of such p a r t y s h a l l be charged t h e r e w i t h 

as having received such production. The net proceeds, i f any, of the 

U n i t i z e d Substances so disposed of by Unit Operator s h a l l be paid t o 

the Working I n t e r e s t Owner f o r payment t o the p a r t i e s e n t i t l e d t h e r e t o 

under e x i s t i n g c o n t r a c t s . 

Any p a r t y r e c e i v i n g i n k i n d or separately disposing of a l l or 

any part o f the U n i t i z e d Substances a l l o c a t e d to any T r a c t , or r e c e i v i n g 

the proceeds therefrom i f the same i s sold or purchased by Unit Operator, 

s h a l l be responsible f o r the payment of a l l Royalty on the lease or 

leases and Tracts c o n t r i b u t e d by I t and received i n t o the U n i t , and 

each such party s h a l l hold each other p a r t y hereto harmless against a l l 

claims, demands and causes of a c t i o n f o r such Royalty on the lease or 

leases and Tracts c o n t r i b u t e d by i t and received i n t o the U n i t i z e d Land. 

I f , a f t e r the e f f e c t i v e date of t h i s Agreement, there i s any Tract 

or Tracts t h a t are subsequently committed hereto, as provided i n A r t i c l e 

5 (Expansion) hereof, or any Tract or Tracts w i t h i n the Unit Area not 

committed hereto as o f the e f f e c t i v e date hereof but which are subse

quently committed hereto under the p r o v i s i o n s of A r t i c l e 33 (Nonjoinder 

and Subsequent J o i n d e r ) , and A r t i c l e 14 (Tracts Q u a l i f i e d f o r Unit 



P a r t i c i p a t i o n ) , or i f any Tract i s excluded from the Unit Area as pro

vided f o r i n A r t i c l e 31 (Loss of T i t l e ) , the schedule of p a r t i c i p a t i o n 

as shown i n E x h i b i t "C" s h a l l be revised by the Unit Operator and d i s 

t r i b u t e d to the Working I n t e r e s t Owners and the Supervisor to show the 

new percentages of p a r t i c i p a t i o n of a l l the then e f f e c t i v e l y committed 

T r a c t s , i n any such r e v i s i o n pursuant t o t h i s paragraph the Tract 

P a r t i c i p a t i o n s of the Tracts committed p r i o r t o the r e v i s i o n s h a l l 

remain i n the same r a t i o one to the other and the revised schedules, 

upon approval by the Supervisor, s h a l l govern a l l the a l l o c a t i o n of 

product i o n from and a f t e r the e f f e c t i v e date thereof u n t i l a new 

schedule i s so approved. 

ARTICLE 16 

ROYALTY SETTLEMENT 

The United States of America and a l l Royalty Owners who, under 

an e x i s t i n g c o n t r a c t , are e n t i t l e d to take i n kind a share of the 

substances produced from any Tract u t i l i z e d hereunder, s h a l l continue 

to be e n t i t l e d to such r i g h t t o take i n kind t h e i r share of the U n i t i z e d 

Substances a l l o c a t e d t o such T r a c t , and Unit Operator s h a l l make d e l i v 

e r i e s o f such Royalty share taken i n kind i n conformity w i t h the a p p l i 

cable c o n t r a c t s , laws and r e g u l a t i o n s . Settlement f o r Royalty I n t e r e s t 

not taken i n kind s h a l l be made by Working I n t e r e s t Owners responsible 

t h e r e f o r under e x i s t i n g c o n t r a c t s , laws and r e g u l a t i o n s , on or before 

the l a s t day of each month f o r U n i t i z e d Substances produced during 

the preceding calendar month; provided, however, t h a t nothing h e r e i n 

contained s h a l l operate t o r e l i e v e the lessees of any land from t h e i r 

r e s p e c t i v e lease o b l i g a t i o n s f o r the payment of any Royalty due under 

t h e i r leases, except t h a t such Royalty s h a l l be computed i n accordance 

w i t h the terms of t h i s Unit Agreement. 

I f gas obtained from lands not subject t o t h i s Agreement i s i n t r o 

duced i n t o the U n i t i z e d Formation, f o r use i n re p r e s s u r i n g , s t i m u l a t i o n 

of production or in c r e a s i n g u l t i m a t e recovery i n conformity w i t h a 

plan approved pursuant t o A r t i c l e 12 (Plan of Operations), a l i k e amount 

of gas, less appropriate deductions f o r loss from any cause, may be 

withdrawn from the U n i t i z e d Formation, Royalty f r e e as to dry gas but 
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not as to the products e x t r a c t e d therefrom; provided such withdrawal 

s h a l l be pursuant to such co n d i t i o n s and formulas as may be prescribed 

or approved by the Supervisor; and provided f u r t h e r t h a t t :.ch rL t i t 

of withdrawal s h a l l terminate as of the e f f e c t i v e date of terminat Ion 

of t h i s Agreement. 

A l l r o y a l t y due the United States of America and tne other Royalty 

Owners hereunder and payment on account of any Ove r r i d i n g Royalty I n t e r e s t 

s h a l l be computed and paid on the basis of a l l U n i t i z e d Substances a l l o 

cated t o the res p e c t i v e Tract or Tracts committed hereto, i n l i e u of 

a c t u a l production from such Tract or Tracts. 

Royalty due the United States s h a l l be computed as provided i n 

the operating r e g u l a t i o n s and paid i n value or d e l i v e r e d i n kind as to 

a l l U n i t i z e d Substances on the basis of the amounts thereof a l l o c a t e d 

to u n i t i z e d Federal land as provided herein at the rates s p e c i f i e d i n 

the r e s p e c t i v e Federal leases, or at such lower r a t e or ra t e s as may 

be authorized by law or r e g u l a t i o n . 

Each Royalty Owner (other than the United States of America) and 

each party hereto c l a i m i n g an Ove r r i d i n g Royalty I n t e r e s t t h a t executes 

t h i s Agreement represents and warrants t h a t i t i s the owner of a Royalty 

I n t e r e s t or Ov e r r i d i n g Royalty I n t e r e s t (as a p p l i c a b l e ) i n a Tract or 

Tracts w i t h i n the Unit Area as i t s i n t e r e s t appears i n E x h i b i t "B" 

attached hereto. I f any Royalty I n t e r e s t i n a Tract or Tracts should 

be l o s t by t i t l e f a i l u r e or otherwise i n whole or i n p a r t , during the 

term of t h i s Agreement, then the Royalty I n t e r e s t of the party repre

senting himself to be the owner hereof s h a l l be reduced p r o p o r t i o n a t e l y 

and the i n t e r e s t of a l l p a r t i e s s h a l l be adjusted accordingly. 

ARTICLE 17 

RENTAL SETTLEMENT 

Rentals or minimum r o y a l t i e s due on leases committed hereto s h a l l 

be paid by Working I n t e r e s t Owners responsible t h e r e f o r under e x i s t i n g 

c o n t r a c t s , laws and r e g u l a t i o n s , provided t h a t nothing herein contained 

s h a l l operate t o r e l i e v e the lessees of any land from t h e i r r e spective 

lease o b l i g a t i o n s f o r the payment o f any r e n t a l or minimum r o y a l t y i n 

l i e u t h e r e o f due under t h e i r leases. Rental or minimum r o y a l t y f o r 
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lands of the United States of America subject t o t h i s Agreement s h a l l 

be paid at the r a t e s p e c i f i e d i n the respective leases from the United 

States of America, unless r e n t a l or minimum r o y a l t y i s waived, suspended, 

or reduced by law or by approval of the Secretary of h i s duly authorized 

r e p r e s e n t a t i v e . 

ARTICLE 18 

CONSERVATION 

Operations hereunder and production of U n i t i z e d Substances s h a l l 

be conducted t o provide f o r the most economical and e f f i c i e n t recovery 

of said substances without waste, as defined by or pursuant to Federal 

and State laws and r e g u l a t i o n s . 

ARTICLE 19 

DRAINAGE 

The Unit Operator s h a l l take appropriate and adequate measures 

to prevent drainage of U n i t i z e d Substances from U n i t i z e d Land by wells 

on land not subject t o t h i s Agreement. 

ARTICLE 20 

LEASES AND CONTRACTS CONFORMED AND EXTENDED 

The terms, c o n d i t i o n s and pr o v i s i o n s of a l l leases, subleases and 

other contracts r e l a t i n g to e x p l o r a t i o n , d r i l l i n g , development or opera

t i o n f o r o i l or gas on lands committed t o t h i s Agreement are hereby 

expressly modified and amended t o the extent necessary to make the 

same conform to the pr o v i s i o n s hereof, but otherwise t c remain i n f u l l 

f orce and e f f e c t , and the p a r t i e s hereto hereby consent t h a t the Secre

t a r y s h a l l and by h i s approval hereof, or by the approval hereof by 

his duly authorized r e p r e s e n t a t i v e , do hereby e s t a b l i s h , a l t e r , change 

or revoke the d r i l l i n g , producing, r e n t a l , minimum r o y a l t y and r o y a l t y 

requirements of Federal leases committed hereto and the r e g u l a t i o n s 

i n respect t h e r e t o t o conform said requirements to the pr o v i s i o n s of 

t h i s Agreement. 

Without l i m i t i n g the g e n e r a l i t y of the for e g o i n g , a l l leases, 

subleases and cont r a c t s are p a r t i c u l a r l y modified i n accordance w i t h 

the f o l l o w i n g : 



(a) The development and operation of lands subject to t n i s Agree

ment under the terms hereof s h a l l be deemed f u l l performance of a l l 

o b l i g a t i o n s f o r development and operation w i t h respect to each and every 

part of separately owned Tract committed to t h i s Agreement, regardless 

of whether there i s any development of any p a r t i c u l a r part or Trace of 

the U n i t i z e d Land, notwithstanding anything to the contrary i n any 

lease, operating agreement or other c o n t r a c t by and between the p a r t i e s 

hereto, or t h e i r r e s p e c t i v e predecessors i n i n t e r e s t , or any of them. 

(b) D r i l l i n g , producing or secondary recovery operations performed 

hereunder upon any Tract of U n i t i z e d Lands s h a l l be accepted and deemed 

to be performed upon and f o r the b e n e f i t of each and every Tract of 

U n i t i z e d Land, and no lease s h a l l be deemed to expire by reason of 

f a i l u r e to d r i l l or produce w e l l s s i t u a t e d on land t h e r e i n embraced. 

(c) Suspension of d r i l l i n g or producing operations on a l l U n i t i z e d 

Lands pursuant to d i r e c t i o n or consent of the Secretary or h i s duly 

authorized r e p r e s e n t a t i v e , s h a l l be deemed to c o n s t i t u t e such suspension 

pursuant t o such d i r e c t i o n or consent as to each and every Tract of 

U n i t i z e d Lands. 

(d) Each lease, sublease, or contract r e l a t i n g t o the e x p l o r a t i o n , 

d r i l l i n g , development or operation f o r o i l and gas which by I t s terms 

might expire p r i o r to the t e r m i n a t i o n of t h i s Agreement, i s hereby ex

tended beyond any such term so provided t h e r e i n , so t h a t i t s h a l l be 

continued i n f u l l f orce and e f f e c t f o r so long as such land remains 

committed hereto. 

(e) The segregation of any Federal lease committed t o t h i s Agree

ment i s governed by the f o l l o w i n g p r o v i s i o n s i n the f o u r t h paragraph 

of Sec. 1 7 ( j ) of said Act of February 25, 1920, as amended by the Act 

of September 2, i960 (74 Sta t . 781-784): "Any (Federal) lease h e r e a f t e r 

committed to any such ( u n i t ) plan embracing lands t h a t are i n pa r t w i t h i n 

and i n p a r t outside of the area covered by any such plan s h a l l be segre

gated i n t o separate leases as t o the lands committed and the lands not 

committed as of the e f f e c t i v e date of u n i t i z a t i o n ; Provided, however, 

t h a t any such lease as t o the nonunitized p o r t i o n s h a l l continue i n 
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force and e f f e c t f o r the term thereof but f o r not less than two (2) 

years from the date of such segregation and so long t h e r e a f t e r as o i l 

or gas i s produced i n paying q u a n t i t i e s . " 

ARTICLE 21 

CORRECTION OF ERRORS 

I t i s hereby agreed by a i l p a r t i e s t o t h i s Agreement th a t Unit 

Operator i s empowered to correc t any mathematical or c l e r i c a l e r r o r s 

which might e x i s t i n the p e r t i n e n t e x h i b i t s t o t h i s Agreement; provided 

however, t h a t c o r r e c t i o n of any e r r o r other than mathematical or c l e r i 

cal s h a l l be made by Unit Operator only a f t e r f i r s t having obtained 

approval of the Supervisor and the Working I n t e r e s t Owners. 

ARTICLE 22 

COVENANTS RUN WITH LAND 

The covenants herein s h a l l be construed t o be covenants running 

w i t h the land w i t h respect to the i n t e r e s t of the p a r t i e s hereto and 

t h e i r successors i n i n t e r e s t u n t i l t h i s Agreement terminates, and any 

gra n t , t r a n s f e r or conveyance of i n t e r e s t i n land or leases subject 

hereto s h a l l be and hereby i s conditioned upon the assumption of a l l 

p r i v i l e g e s and o b l i g a t i o n s hereunder by the grantee, t r a n s f e r e e or 

other successor i n i n t e r e s t . No assignment or t r a n s f e r of any Working 

I n t e r e s t subject hereto s h a l l be bi n d i n g upon Unit Operator u n t i l the 

f i r s t day of the calendar month a f t e r Unit Operator i s furnishe d w i t h 

the o r i g i n a l , or acceptable p h o t o s t a t i c or c e r t i f i e d copy, of the 

recorded instrument of t r a n s f e r ; and no assignment or t r a n s f e r of any 

Royalty I n t e r e s t subject hereto s h a l l be bi n d i n g upon the Working I n 

t e r e s t Owner responsible t h e r e f o r u n t i l the f i r s t day of the calendar 

month a f t e r said Working I n t e r e s t Owner i s fu r n i s h e d w i t h the o r i g i n a l , 

or acceptable p h o t o s t a t i c or c e r t i f i e d copy, of the recorded instrument 

of t r a n s f e r . 

ARTICLE 23 

EFFECTIVE DATE AND TERM 

This Agreement s h a l l become b i n d i n g upon each party as of the date 

such party signs the instrument by which i t becomes a party hereto; 

and. unless sooner terminated as h e r e i n a f t e r provided, s h a l l become 



e f f e c t i v e as to q u a l i f i e d Tracts a f t e r approval by the Secretary of 

the I n t e r i o r or his duly authorized delegate, at the time and date as 

determined by the Working I n t e r e s t Owners i n a l l the q u a l i f i e d T r acts, 

and set f o r t h i n a c e r t i f i c a t e f i l e d f o r record by Unit Operator I n 

Eddy County, New Mexico. The c e r t i f i c a t e s h a l l also r e c i t e the per

centage of the Unit Area representated by the Tracts q u a l i f i e d under 

A r t i c l e 14, the book and page i n which a counterpart of t h i s Agreement 

has been recorded, and the case number and order number of the order 

of approval by Governmental a u t h o r i t y , i f obtained. The c e r t i f i c a t e 

s h a l l not be f i l e d u n t i l a f t e r the f o l l o w i n g requirements have been 

met: 

(a) The execution or r a t i f i c a t i o n of t h i s Agreement and the Unit 

Operating Agreement by Working I n t e r e s t Owners owning a combined Unit 

P a r t i c i p a t i o n of at l e a s t n i n e t y - t h r e e per cent (93%)> and the execution 

or r a t i f i c a t i o n of t h i s Agreement by Royalty Owners owning a combined 

i n t e r e s t of at l e a s t seventy-five per cent (75%) of the Royalty I n t e r e s t , 

i n said Unit Area; and 

(b) The approval of t h i s Agreement by the Secretary or h i s duly 

authorized r e p r e s e n t a t i v e and the Commission. 

I f t h i s Agreement i s not f i l e d f o r f i n a l approval by the Secretary 

or h i s duly authorized r e p r e s e n t a t i v e and the Commission on or before 

January 31, 1979, t h i s Agreement s h a l l ipso f a c t o expire on said date 

( h e r e i n a f t e r c a l l e d " e x p i r a t i o n date") and t h e r e a f t e r be of no f u r t h e r 

force or e f f e c t , unless p r i o r t h e r e t o t h i s Agreement has been executed 

or r a t i f i e d by Working I n t e r e s t Owners owning a combined Unit P a r t i c i p a t i o n 

of at l e a s t n i n e t y per cent (90%) and the owners of at l e a s t s i x t y - f i v e 

per cent (65%) of the Working I n t e r e s t s committed to t h i s Agreement 

have noted to extend said e x p i r a t i o n date f o r a period not to exceed 

s i x (6) months ( h e r e i n a f t e r c a l l e d "extended e x p i r a t i o n d a t e " ) . I f said 

e x p i r a t i o n date I s so extended and t h i s Agreement i s not f i l e d f o r f i n a l 

approval by the Secretary or h i s duly authorized r e p r e s e n t a t i v e and the 

Commission on or before said extended e x p i r a t i o n date, t h i s Agreement 

s h a l l ipso f a c t o expire on sai d extended e x p i r a t i o n date and t h e r e a f t e r 

be of no f u r t h e r f o r c e or e f f e c t . For the purpose of t h i s A r t i c l e , 
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ownership s h a l l be computed on the basis of Unit P a r t i c i p a t i o n as 

determined from E x h i b i t "C" attached to the Unit Operating Agreement. 

Unit Operator s h a l l , w i t h i n t h i r t y (30) days a f t e r the e f f e c t i v e 

date of t h i s Agreement, f i l e f o r record a c e r t i f i c a t e to the e f f e c t 

t h a t t h i s Agreement has become e f f e c t i v e according to i t s terms and 

s t a t i n g f u r t h e r the e f f e c t i v e date and the l o c a t i o n of the governmental 

agency o f f i c e s where copies of t h i s Agreement are f i l e d . 

The term of t h i s Agreement s h a l l be f o r and during the time t h a t 

U n i t i z e d Substances are produced i n q u a n t i t i e s s u f f i c i e n t to pay the 

cost of producing same from the Unit Area and as long t h e r e a f t e r as 

d r i l l i n g , reworking or other operations ( i n c l u d i n g secondary recovery 

operations) are prosecuted thereon without cessation of more than 

n i n e t y (90) consecutive days, unless sooner terminated by Working 

I n t e r e s t Owners i n the manner h e r e i n a f t e r provided. 

This Agreement may be terminated f o r any reason w i t h the approval 

of the D i r e c t o r by Working I n t e r e s t Owners owning seventy-five per 

cent (75%) Unit P a r t i c i p a t i o n . Notice of any such t e r m i n a t i o n s h a l l 

be given by Unit Operator to a l l p a r t i e s t h e r e t o . 

Upon t e r m i n a t i o n of t h i s Agreement, the p a r t i e s hereto s h a l l be 

governed by the terms and p r o v i s i o n s of the leases and contracts a f f e c t 

i n g the separate Tracts. 

I f not otherwise covered by the leases u n i t i z e d under t h i s Agreement, 

Royalty Owners hereby grant Working I n t e r e s t Owners a period of s i x (6) 

months a f t e r t e r m i n a t i o n of t h i s Agreement i n which t o salvage, s e l l , 

d i s t r i b u t e or otherwise dispose of the personal property and f a c i l i t i e s 

used i n connection w i t h Unit Operations. 

ARTICLE 24 

RATE OP PROSPECTING, DEVELOPMENT AND PRODUCTION 

A l l production and the disposal t h e r e o f s h a l l be i n conformity 

w i t h a l l o c a t i o n s and quotas made or f i x e d by any duly authorized person 

or r e g u l a t o r y body under any Federal or State s t a t u t e . The D i r e c t o r i s 

hereby vested w i t h a u t h o r i t y t o a l t e r or modify from time to time, at 

hi s d i s c r e t i o n , the r a t e of prospecting and development and w i t h i n the 

l i m i t s made or f i x e d by the Commission to a l t e r or modify the q u a n t i t y 
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and r a t e of production under t h i s Agreement, such a u t h o r i t y being nereb; 

l i m i t e d to a l t e r a t i o n or m o d i f i c a t i o n i n the p u b l i c i n t e r e s t , the pur

pose th e r e o f and the public i n t e r e s t to be served thereby to be stated 

i n the order of a l t e r a t i o n or m o d i f i c a t i o n ; provided f u r t h e r t h a t no 

such a l t e r a t i o n or m o d i f i c a t i o n s h a l l be e f f e c t i v e as to any p r i v a t e l y 

owned lands subject t o t h i s agreement as to the q u a n t i t y and r a t e of 

production i n the absence of s p e c i f i c w r i t t e n approval thereof by the 

Commission. 

Powers i n t h i s A r t i c l e vested i n the D i r e c t o r s h a l l only be exer

cised a f t e r n o t i c e t o Unit Operator and op p o r t u n i t y f o r hearing to be 

held not less than f i f t e e n (15) days from n o t i c e . 

ARTICLE 25 

NONDISCRIMATION 

I n connection w i t h the performance of work under t h i s agreement, 

Unit Operator agrees t o comply w i t h a l l of the pr o v i s i o n s of Section 

202(1) t o ( 7 ) , i n c l u s i v e , of Executive Order 11246 (30 F.R. 12319), 

as amended by Executive Order 11375, dated October 13, 1967-

ARTICLE 26 

APPEARANCES 

Unit Operator s h a l l have the r i g h t t o appear f o r or on behalf of 

any and a l l i n t e r e s t s a f f e c t e d hereby before the Department and the 

Commission, and to appeal from any order issued under the r u l e s and 

re g u l a t i o n s of the Department or the Commission, or t o apply f o r r e l i e f 

from any of said r u l e s and r e g u l a t i o n s or i n any proceedings r e l a t i v e 

t o operations before the Department or the Commission, or any other 

l e g a l l y c o n s t i t u t e d a u t h o r i t y ; provided, however, t h a t any other i n 

t e r e s t e d p a r t y s h a l l also have the r i g h t at h i s or i t s own expense to 

be heard i n any such proceeding. 

ARTICLE 27 

NOTICES 

A l l n o t i c e s , demands, o b j e c t i o n s or statements r e q u i r e d hereunder 

to be given or rendered to the p a r t i e s hereto s h a l l be deemed f u l l y 

given i f made i n w r i t i n g and personally d e l i v e r e d t o the party or 

p a r t i e s or sent by postpaid r e g i s t e r e d or c e r t i f i e d m a i l , addressed 



to such party or p a r t i e s at t h e i r r e s p e c t i v e addresses set f o r t h i n 

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

hereof or t o such other address as any such party or p a r t i e s may have 

furnishe d i n w r i t i n g to the party sending the n o t i c e , demand or s t a t e 

ment . 

ARTICLE 28 

NO WAIVER OF CERTAIN RIGHTS 

Nothing i n t h i s Agreement contained s h a l l be construed as a waiver 

by any party hereto of the r i g h t to assert any l e g a l or c o n s t i t u t i o n a l 

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

United States or of the State wherein said U n i t i z e d Lands are lo c a t e d , 

or r u l e s or r e g u l a t i o n s issued thereunder i n any way a f f e c t i n g such 

p a r t y , or as a waiver by any such party of any r i g h t beyond his or i t s 

a u t h o r i t y t o waive. 

ARTICLE 29 

EQUIPMENT AND FACILITIES NOT FIXTURES ATTACHED TO REALTY 

Each Working I n t e r e s t Owner has he r e t o f o r e placed and used on i t s 

Tract or Tracts committed to t h i s Agreement various w e l l and lease equip

ment and other p r o p e r t y , equipment and f a c i l i t i e s . I t I s also recognized 

t h a t a d d i t i o n a l equipment and f a c i l i t i e s may h e r e a f t e r be placed and 

used upon the U n i t i z e d Land as now or h e r e a f t e r c o n s t i t u t e d . Therefore, 

f o r a l l purposes o f t h i s Agreement any such equipment s h a l l be consid

ered t o be personal property and not f i x t u r e s attached t o r e a l t y . 

Accordingly, said w e l l and lease equipment and personal property i s 

hereby severed from the mineral estates a f f e c t e d by t h i s Agreement, 

and i t i s agreed t h a t any such equipment and personal property s h a l l 

be and remain personal property of the Working I n t e r e s t Owners f o r a l l 

purposes. 

ARTICLE 30 

UNAVOIDABLE DELAY 

A l l o b l i g a t i o n s under t h i s Agreement r e q u i r i n g the Unit Operator 

to commence or continue secondary recovery operations or to operate on 

or produce U n i t i z e d Substances from any of the lands covered by t h i s 

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

-24-



despite the exercise of due care and d i l i g e n c e , i s prevented from com

p l y i n g w i t h such o b l i g a t i o n s , i n whole or i n p a r t , by s t r i k e s , acts of 

God, Federal, State or municipal law or agency, unavoidable accident, 

u n c o n t r o l l e d delays i n t r a n s p o r t a t i o n , i n a b i l i t y t o obt a i n necessary 

m a t e r i a l s i n open market, or other matters beyond the reasonable c o n t r o l 

of the Unit Operator whether s i m i l a r t o matters herein enumerated or not. 

ARTICLE 31 

LOSS OF TITLE 

I n the event t i t l e to any Tract of U n i t i z e d Land s n a i l f a i l so as 

to render the Tract inoperable under t h i s Agreement and the t r u e owner 

cannot be induced t o j o i n t t h i s Agreement, such Tract s h a l l be automat

i c a l l y regarded as not committed hereto and there s h a l l be such r e a d j u s t 

ment of f u t u r e costs and b e n e f i t s as may be req u i r e d on account of the 

loss of such t i t l e . I n the event of a dispute as t o t i t l e as to any 

Royalty, Working I n t e r e s t or other i n t e r e s t subject t h e r e t o , payment 

or d e l i v e r y on account t h e r e o f may be w i t h h e l d without l i a b i l i t y or 

i n t e r e s t u n t i l the dispute i s f i n a l l y s e t t l e d ; provided, t h a t as t o 

State or Federal land or leases, no payments of funds due the United 

States o f America s h a l l be w i t h h e l d , but such funds s h a l l be deposited 

as d i r e c t e d by the Supervisor, to be held as unearned money pending 

f i n a l settlement of the t i t l e d i s p u t e , and then a p p l i e d as earned or 

returned i n accordance w i t h such f i n a l settlement. 

Unit Operator as such i s r e l i e v e d from any r e s p o n s i b i l i t y f o r any 

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

ARTICLE 32 

BORDER AGREEMENTS 

Subject to the approval of the Supervisor, the Unit Operator, 

w i t h concurrence of s i x t y - f i v e per cent (65%) of- the Working I n t e r e s t 

Owners, based upon the percentages of p a r t i c i p a t i o n may enter i n t o a 

border p r o t e c t i o n agreement or agreements w i t h the Working I n t e r e s t 

Owners of adjacent lands along the boundaries of the Unit Area w i t h 

respect to the operations i n the border area f o r the maximum u l t i m a t e 

recovery, conservation purposes and proper p r o t e c t i o n of the p a r t i e s 

and i n t e r e s t s . 



ARTICLE 33 

NONJOINDER AND SUBSEQUENT JOINDER 

Any O i l or Gas I n t e r e s t i n the lands i n the Unit Area not committe-

hereto p r i o r to submission of t h i s Agreement to the D i r e c t o r f o r f i n a l 

approval may t h e r e a f t e r be committed hereto upon compliance w i t h the 

app l i c a b l e p r o v i s i o n s of t h i s A r t i c l e and of A r t i c l e 14 (Traces Qua.lifi 

f o r Unit P a r t i c i p a t i o n ) hereof, at any time up t o the e f f e c t i v e date 

hereof. 

I t i s understood and agreed, however, t h a t from and a f t e r the 

e f f e c t i v e date hereof, the r i g h t of subsequent j o i n d e r as provided i n 

t h i s A r t i c l e , s h a l l be subject to such requirements or approvals and 

on such basis as may be agreed upon by nin e t y per cent (90%) of the 

Working I n t e r e s t Owners (based upon the percentages of p a r t i c i p a t i o n ) 

and the Supervisor. Such j o i n d e r by a proposed Working I n t e r e s t Owner 

must be evidenced by h i s execution or r a t i f i c a t i o n of t h i s Agreement 

and the Unit Operating Agreement. Such j o i n d e r by a proposed Royalty 

Onwer must be evidenced by his execution, r a t i f i c a t i o n or consent of 

t h i s Agreement and must be consented to i n w r i t i n g by the Working 

I n t e r e s t Owner responsible f o r the payment of any b e n e f i t s t h a t may 

accrue hereunder i n behalf of such proposed Royalty Owner. Elxcept as 

may be otherwise herein provided, subsequent j o i n d e r to t h i s Agreement 

s h a l l be e f f e c t i v e as of the f i r s t day o f the month f o l l o w i n g the 

f i l i n g w i t h the Supervisor of duly executed counterparts of any and 

a l l documents necessary to e s t a b l i s h e f f e c t i v e commitment of any Tract 

or i n t e r e s t to t h i s Agreement, unless o b j e c t i o n t o such j o i n d e r by 

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

ARTICLE 34 

NO PARTNERSHIP 

I t i s expressly agreed t h a t the r e l a t i o n of the p a r t i e s hereto i s 

t h a t of independent c o n t r a c t o r s and nothing i n t h i s Agreement contained 

expressed or i m p l i e d , or any operations conducted hereunder, s h a l l 

create or be deemed t o create a p a r t n e r s h i p or a s s o c i a t i o n between the 

p a r t i e s hereto or any of them. 
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ARTICLE 35 

OIL IN LEASE TANKAGE ON EFFECTIVE DATE 

Unit Operator shall make a proper and timely gauge of a l l lease 

and other tanks wi t h i n the Unitized Area i n order to ascertain the 

amount of merchantable o i l i n such tanks, above the pipe l i n e connec

t i o n s , as of 7:00 a.m. on the e f f e c t i v e date hereof. A l l such o i l as 

is a part of the p r i o r allowable of the well or wells from which the 

same was produced sh a l l be and remain the property of tne Interest 

Owners e n t i t l e d thereto the same as i f the Unit had not been formed, 

and the responsible Working Interest Owners shall promptly remove said 

o i l from the Unitized Area. Any such o i l not so removed may be sold by 

the Unit Operator f o r the account of such Working Interest Owners, 

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

terms and provisions of the applicable lease or leases and other con

t r a c t s . A l l such o i l and gas i n excess of the p r i o r allowable of the 

well or wells from which the same was produced sh a l l be regarded and 

treated the same as Unitized Substances produced a f t e r the e f f e c t i v e 

date hereof. I f , as of the ef f e c t i v e date hereof, any Tract i s over

produced with respect to the allowable of the well or wells on that 

Tract and the amount of such overproduction has been sold or otherwise 

disposed of, such overproduction shall be regarded and included as a 

part of the Unitized Substances produced a f t e r the e f f e c t i v e date 

hereof and the amount thereof charged to such Tract as having been 

delivered to the persons e n t i t l e d to Unitized Substances allocated to 

such Tract. 

ARTICLE 36 

PERSONAL PROPERTY EXCEPTED 

A l l lease and well equipment, materials, and other f a c i l i t i e s 

heretofore or hereafter placed by any of the Working Interest Owners 

on the land subject to t h i s Agreement shall be deemed to be and shall 

remain personal property belonging to and may be removed by the Working 

Interest Owners. The ri g h t s and interests therein as among Working 

Interest Owners are covered by the Unit Operating Agreement. 
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ARTICLE 37 

TAXES 

Each pa r t y hereto s h a l l , f o r I t s own account, render and pay i t s 

share of any taxes l e v i e d against or measured by the amount or value 

of the U n i t i z e d Substances produced from the U n i t i z e d Land; provided, 

however, t h a t i f i t i s r e q u i r e d or i f I t be determined t h a t the Unit 

Operator or the several Working I n t e r e s t Owners must pay or advance 

said taxes f o r the account of the p a r t i e s hereto, i t i s hereby expressly 

agreed t h a t the p a r t i e s so paying or advancing said taxes s h a l l be r e 

imbursed t h e r e f o r by the p a r t i e s hereto, i n c l u d i n g Royalty Owners, who 

may be responsible f o r the taxes on t h e i r r e s p e c t i v e a l l o c a t e d share 

of said U n i t i z e d Substances. Mo such taxes s h a l l be charged to the 

United States nor to any lessor who has a contract w i t h a lessee which 

req u i r e s h i s lessee t o pay such taxes. 

ARTICLE 38 

JOINDER IN DUAL CAPACITY 

Execution as her e i n provided by any par t y as e i t h e r a Working 

I n t e r e s t Owner or a Royalty Owner s h a l l commit a l l i n t e r e s t s owned or 

c o n t r o l l e d by such p a r t y ; provided, however, t h a t i f the party i s the 

owner of a Working I n t e r e s t , he must also execute the Unit Operating 

Agreement. 

ARTICLE 39 

COUNTERPARTS 

This Agreement may be executed i n any number of counterparts, no 

one of which needs t o be executed by a l l p a r t i e s and may be r a t i f i e d 

or consented to by separate instrument i n w r i t i n g s p e c i f i c a l l y r e f e r r i n g 

hereto, and s h a l l be bi n d i n g upon a l l those p a r t i e s who have executed 

such a coun t e r p a r t , r a t i f i c a t i o n or consent hereto w i t h the same force 

and e f f e c t as i f a l l p a r t i e s had signed the same document, and regard

less of whether or not i t i s executed by a l l other p a r t i e s owning or 

clai m i n g an i n t e r e s t i n the lands w i t h i n the above described Unit 

Area. 



IN WITNESS WHEREOF, the p a r t i e s hereto have caused t h i s Agreement 

to be executed and have set opposite t h e i r respective names the date 

of execution. 

ATTEST: BARBER OIL, INC. 
Unit Operator 

By By 
Jo Anna W. L i g h t , Secretary Robert S. L i g h t , President 

Date 

Date 
Thomas F. Stephens 

Date 
Jane Stephens 

Date 
Joe L. Johnson, J r . 

Date 
Nan H. Johnson 

Date 
E. P. Russell 

Date 
Josephine N. Russell 

Date 
J. A. Morgan 

Date 
Myra S. Morgan 

Date 
Dudley J. Hughes 

Date 
Robbie W. Hughes 

Date 
Dan A. Hughes 

Date 
Juan i t a V/. Hughes 
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STATE OP NEW MEXICO 

COUNTY OF EDDY 

The foregoing instrument was acknowledged before me t h i s 
day of , 1978, by Robert S. L i g h t , President of 

Barber O i l , I n c . , a New Mexico c o r p o r a t i o n , on behalf of said corpo
r a t i o n . 

My Commission Expires: 

Notary Public 

STATE OF TEXAS 

COUNTY OF WICHITA 

The foregoing instrument was acknowledged before me t h i s 
day of , 1978, by Thomas P. Stephens and Jane Stephens, 

his w i f e . 

My Commission Expires: 

Notary Public 

STATE OF TEXAS 

COUNTY OF WICHITA 

The foregoing instrument was acknowledged before me t h i s 
day of , 1978, by Joe L. Johnson, J r . and Nan H. 

Johnson, h i s w i f e . 

My Commission Expires: 

Notary Public 

STATE OF MISSISSIPPI 

COUNTY OF JONES 

The foregoing instrument was acknowledged before me t h i s 
day of , 1978, by E. P. Russell and Josephone N. 

Russ e l l , h i s w i f e . 

My Commission Expires: 

Notary Public 
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STATE OF MISSISSIPPI 

COUNTY OF JONES 

The foregoing instrument was acknowledged before me t h i s 
day of , 1978 , by J. A. Morgan and Myra S. Morgan, 

h i s w i f e . 

My Commission Expires: 

Notary Public 

STATE OF MISSISSIPPI 

COUNTY OF RANKIN 

The foregoing instrument was acknowledged before me t h i s 
day of , 1978, by Dudley J. Hughes and Robbie VJ. 

Hughes, h i s w i f e . 

My Commission Expires: 

Notary Public 

STATE OF TEXAS 

COUNTY OF BEE 

The foregoing Instrument was acknowledged before me t h i s 
day of , 1978, by Dan A. Hughes and Juanita W. Hughes, 

h i s w i f e . 

My Commission Expires: 

Notary Public 
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EXHIBIT "B" 
TO 

UNIT AGREEMENT 

SALADAR UNIT 
EDDY COUNTY, NEW MEXICO 

hedule of Acreage by Tracts 

and 

Percentage of Ownership 
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EXHIBIT "C" 
TO 

UNIT AGREEMENT 
SALADAR UNIT 

EDDY COUNTY, NEW MEXICO 

Schedule of Tract P a r t i c i p a t i o n 

Tract No. Par t i c i p a t i o n Percentage 

1 73.209690 
2 4.73^112 
3 22.056198 

Total 100.000000 



EXHIBIT "D" 
TO UNIT AGREEMENT 
SALADAR UNIT 

EDDY COUNTY, NEV, MEXICO 

PROVISIONS OF SECTION 202 OF 
EXECUTIVE ORDER 11246 

(1) The c o n t r a c t o r w i l l not d i s c r i m i n a t e against any employee or 
app l i c a n t f o r employment because of race, c o l o r , r e l i g i o n , sex or n a t i o n a l 
o r i g i n . The c o n t r a c t o r w i l l take a f f i r m a t i v e a c t i o n t o ensure t h a t a p p l i 
cants are employed, and t h a t employees are t r e a t e d during employment, w i t h 
out regard to t h e i r race, c o l o r , r e l i g i o n , sex or n a t i o n a l o r i g i n . Such 
a c t i o n s h a l l include but not be l i m i t e d t o the f o l l o w i n g : employment, up
grading, demotion, or t r a n s f e r ; recruitment or recruitment a d v e r t i s i n g ; 
l a y o f f or t e r m i n a t i o n ; r a t e s o f pay or other forms of compensation; and 
s e l e c t i o n f o r t r a i n i n g , i n c l u d i n g apprenticeship. The c o n t r a c t o r agrees 
to post i n conspicuous places a v a i l a b l e t o employees and app l i c a n t s f o r 
employment, notices t o be provided by the c o n t r a c t i n g o f f i c e r s e t t i n g f o r t h 
the p r o v i s i o n s of t h i s n o n d i s c r i m i n a t i o n clause. 

(2) The c o n t r a c t o r w i l l , i n a l l s o l i c i t a t i o n s or advertisements f o r 
employees placed by or on behalf of the c o n t r a c t o r , s t a t e t h a t a l l q u a l i f i e d 
a p p l i c a n t s w i l l receive c o n s i d e r a t i o n f o r employment without regard to race, 
c o l o r , r e l i g i o n , sex or n a t i o n a l o r i g i n . 

(3) The co n t r a c t o r w i l l send t o each labor union or re p r e s e n t a t i v e 
of workers w i t h which he has a c o l l e c t i v e bargaining agreement or other 
contract or understanding, a n o t i c e , t o be provided by the agency c o n t r a c t 
in g o f f i c e r , a d v i s i n g the labor union or workers' r e p r e s e n t a t i v e of the 
con t r a c t o r ' s commitments under Section 202 of Executive Order No. 11246 
of September 24, 1965, and s h a l l post copies of the n o t i c e i n conspicuous 
places a v a i l a b l e to employees and ap p l i c a n t s f o r employment. 

(4) The co n t r a c t o r w i l l comply w i t h a l l p r o v i s i o n s of Executive Order 
No. 11246 of Sept. 24, 1965, and of the r u l e s , r e g u l a t i o n s , and rel e v a n t 
orders of the Secretary of Labor. 

(5) The co n t r a c t o r w i l l f u r n i s h a l l i n f o r m a t i o n and r e p o r t s r e q u i r e d 
by Executive Order No. 11246 of September 24, 1965, and by the r u l e s , 
r e g u l a t i o n s , and orders of the Secretary of Labor, or pursuant t h e r e t o , 
and w i l l permit access t o h i s books, records, and accounts by the con
t r a c t i n g agency and the Secretary of Labor f o r purposes of i n v e s t i g a t i o n 
to a s c e r t a i n compliance w i t h such r u l e s , r e g u l a t i o n s , and orders. 

(6) I n the event of the c o n t r a c t o r ' s noncompliance w i t h the nondis
c r i m i n a t i o n clauses of t h i s c ontract or w i t h any of such r u l e s , r e g u l a t i o n s , 
or orders, t h i s c o n t r a c t may be cancelled, terminated or suspended I n whole 
or i n pa r t and the c o n t r a c t o r may be declared i n e l i g i b l e f o r f u r t h e r Govern
ment contracts i n accordance w i t h procedures authorized i n Executive Order 
No. 11246 of Sept. 24 , 1965, and such other sanctions may be imposed and 
remedies invoked as provided i n Executive Order No. 11246 of September 24, 
1965, or by r u l e , r e g u l a t i o n , or order of the Secretary of Labor, or as 
otherwise provided by Law. 

(7) The c o n t r a c t o r w i l l i nclude the p r o v i s i o n s of Paragraphs (1) 
through (7) i n every subcontract or purchase orders unless exempted by 
r u l e s , r e g u l a t i o n s , or orders of the Secretary of Labor issued pursuant 
to Section 204 of Executive Order No. 11246 of Sept. 24, 1965, so t h a t such 
pr o v i s i o n s w i l l be bin d i n g upon each subcontractor or vendor. The c o n t r a c t o r 
w i l l take such a c t i o n w i t h respect t o any subcontract or purchase order as 
the c o n t r a c t i n g agency may d i r e c t as a means of en f o r c i n g such p r o v i s i o n s 
i n c l u d i n g sanctions f o r noncompliance: Provided, however, t h a t i n the event 
the c o n t r a c t o r becomes involved i n , or i s threatened w i t h , l i t i g a t i o n w i t h 
a subcontractor or vendor as a r e s u l t of such d i r e c t i o n by the c o n t r a c t i n g 
agency, the c o n t r a c t o r may request the United States to enter I n t o such 
l i t i g a t i o n to p r o t e c t the i n t e r e s t s of the United States. 

Contractor s h a l l also abide by the r e g u l a t i o n s of Executive Order 11598, 
Occupational Safety and Health Act and by Executive Order 11640., Veterans 
Hire Regulation, which orders are i n s e r t e d herein by reference. 


