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BARBER OIL, INC.
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BARBER OIL, INC.
SALADAR UNIT

SALADAR FIELD
EDDY COUNTY, NEW MEXICO

DIAGRAMMATIC SKETCH
PROPOSED WATER I[NJECTION WELL

WELL NO. _1=3
/
d 4/ \ .
HOLE SIZE _6 Y4
TOP OF CEMENT
200 EST.
PACKER SET AT _600
5 /2" CASING AT _642' OPEN HOLE _642 _vo _70C
WITH _40 __ SACKS CEMENT
TOP OF PAY AT __667 i
: T.D. 700

OTHER WELL DATA:

COMPLETION DATE: _8-27-56

ELEVATION: 320!
TREATMENT: FRACED WITH 15000*%

ORIGINAL OWNER, LEASE & WELL NO.: GEORGE RIGGS ET AL,
HUGHES (FEDERAL) LEASE, WELL NO. 3

INITIAL POTENTIAL: 44 BOPD

o
SUTTER
OIL CONSIRYATION o als gl
R RO 3
casene. 6L2L Y (238




BARBER OIL, INC.
SALADAR UNIT
SALADAR FIELD

EDDY COUNTY, NEW MEXICO

DIAGRAMMATIC SKETCH
PROPOSED WATER INJECTION WELL

WELL NO. _I=5
A - \
d HOLE SIZE _6 V4"
TOP OF CEMENT
_200 EST.
PACKER SET AT _600
5 Y2 cASING AT 650 OPEN HOLE 660 10 _682
WITH 40 SACKS CEMENT
TOP OF PAY AT __660 '
T.D. 682 _
OTHER WELL DATA:
COMPLETION DATE: _9-1-62
ELEVATION: 3199
H=
TREATMENT: _FRACED WITH 10,600
ORIGINAL OWNER, LEASE & WELL NO.: __ GEORGE RIGGS ET AL,

HUGHES (FEDERAL) LEASE, WELL NO. 5

INITIAL POTENTIAL: 18 BOPD 8 4 BWPD




BARBER OIL, INC.
SALADAR UNIT

SALADAR FIELD
EDDY COUNTY, NEW MEXICO

DIAGRAMMATIC SKETCH
PROPOSED WATER INJECTION WELL

WELL NO. _I=7
// // \ "
HOLE SIZE .6 V4"
TOP OF CEMENT
100" EsT
PACKER SET AT _570
_5 V2" casiNG AT _602 OPEN HOLE . 602 7o 633
WITH 100 _ SACKS CEMENT
TOP OF PAY AT _610" |
T.D. 633
OTHER WELL DATA:
COMPLETION DATE: 12-29-65
ELEVATION: 3199’
TREATMENT: __FRACED WITH 11,000
ORIGINAL OWNER, LEASE & WELL NO.: GEORGE _RIGGS _ET AL,

HUGHES (FEDERAL) LEASE, WELL NQ 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

1 1 N\ .
HOLE SIZE _6 V4"
TOP OF CEMENT
_400  EST.
PACKER SET AT _575
_4 V2" CASING AT _625 OPEN HOLE 62510 _675
WITH 35 SACKS CEMENT
TOP OF PAY AT _633 ’
TD._675
OTHER WELL DATA:
COMPLETION DATE: _10-24-57
ELEVATION: 3205
+*
TREATMENT: FRACED WITH 10,000
ORIGINAL OWNER, LEASE & WELL NO.: GEORGE E. CONLEY,

MAYFIELD FEDERAL LEASE, WFLL NO. 2

INITIAL POTENTIAL: 4 BOPD




BARBER OIL, INC.
SALADAR UNIT
SALADAR FIELD

EDDY COUNTY, NEW MEXICO

DIAGRAMMATIC SKETCH
PROPOSED WATER INJECTION WELL
WELL NO. _3-1

// // \_ "
HOLE SIZE _73%4" _
TOP OF CEMENT
__ 0 EST
PACKER SET AT _600°
___ 7" CASING AT _650 OPEN HOLE . 650" Tgo _690
WITH 70 SACKS CEMENT
TOP OF PAY AT __660 '
T.D._690 _
OTHER WELL DATA:
COMPLETION DATE: _3-30-56
ELEVATION: 3202
TREATMENT: __ SHOT 56 QTS. 657 —685
ORIGINAL OWNER, LEASE & WELL NO.: GEORGE RIGGS ET AL,

MALCO—KEYSTONE FEE LEASE, WELL NO.I

INITIAL POTENTIAL: 1O BOPD




BARBER OTIL. TNC.
SALADAR FIELD
EDDY COUNTY, NEW MEXICO

PIPELINE SUMMARY
——rn YYTeARY

Hughes Mayfielg
Year Federal Malco Federa] Field Total
19556 k715 3,549 0 2
1957 15,335 h, 697 ‘ 6 20,032
1958 8,695 3,445 827 12,948
1959 5,994 2,439 980 10,413
1950 5,632 2,135 &7 &,LL)
1951 L, 750 1,975 1,235 7,952
1952 7,072 1,598 997 S, 757
1953 11,802 1,531 1,043 14,375
1954 8,182 1,400 704 10,308
1955 6,370 1,087 821 6,278
1955 3,570 1,056 502 £,238
1957 3,880 1,017 408 5,305
1958 ‘ L, 574 1,043 485 6,103
1959 2,958 920 419 L, 297
1970 2,507 8e2 325 5,655
1971 2,515 1,213 301 L 029
1972 3,150 98l 275 L 10
1973 2,565 Th7 212 3,52k
1974 2,134 789 1h2 3,035
1975 1,834 757 T1 2.672
1975 1,575 258 g2 1,925
1977 1,235 450 b7 1.732
Total 112,045 34,055 10,564 155,755
% of Total 71.473842 21.723599 6.802539 100. 000000

BEF\}?’«;T’Z - DT p e b g IER
AL T I D LSO
i C 4
CASE C. T2l % (138
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BARRELS

AVERAGE MONTHLY OIL PRODUCTION

10IL PRODUCTION DECLINE CURVE

BARBER OIL, INC.
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EDDY COUNTY, NEW MEXICO
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United States Department of the Interior

GEOLOGICAL SURVEY
Box 25046
Denver Federal Center
IN REPLY REFER TO: Denver, Colorado 80225

JU[ R

:,c

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

Dear Mr. Hunker:

Your application of April 25, 1978, filed with the U. S. Geological
Survey, Roswell, New Mexico, on behalf of Barber 0il Inc., requests

the designation of the Saladar unit area embracing 240.00 acres,

more or less, Eddy County, New Mexico, as logically subject to operation
under the unitization provisions of the Mineral Leasing Act, as amended.

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

Your proposed form of unit agreement with the indicated changes will
be acceptable. One copy of the marked form is enclosed and one copy
is being sent to the U. S. Geological Survey, Roswell, New Mexico.

We hereby concur in the Supervisor's recommendation that the proposed
basis for allocating unitized substances be accepted.

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

In the absence of any other type of land requiring special provisions

or of any objections not now apparent, a duly executed agreement identical
with said form, modified as indicated, will be approved if submitted in
approvable status within a reasonable period of time. However, notice

is hereby given that the right is reserved to deny approval of any
executed agreement submitted which, in our opinion, does not have the

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

T A
L L2 v 4238



N

When the executed agreement is transmitted to Roswell, New Mexico, for
the Supervisor's approval, include the latest status of all acreage.
In preparation of Exhibits "A" and "B", follow closely the format of

the sample exhibits attached to the standard form of unit agreement
for unproved areas (1968 reprint).

Sincerely yours,

’, /7 e //
- .

- . % .
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

Article Index

Preliminary Recitals ..ttt ittt it ieenoeeroninnnons
1 Enabling Act and Regulafions ....eeeiiiiinnennennns
2 FD TS ¢ B i I 3 1 J O
3 UNIE A vt ittt it sttt e e e snnoeanesssoseeenseesneenens
Y 0 o T 1 o T <
5 F0D: o= 5 1= A
6 Unitized Land and Unitized SubsStances ...............
7 Unit Operator .. v it it ittt ettt it e it er e e
8 Resignation or Removal of Unit Operator .............
9 Successor Unlt Operator ..ot e it ittt et tneiecenacenas

10 Accounting Provisions and Unit Operating
Agreemenl ittt i it e i e e e e st e i e s e
11 Rights and Obligations of Unit Operator .............
12 Plan of Operabions .. v ittt ieettneseaaontnnsnens
13 Tract Participations ......... e e et e
14 Tracts Qualified for Unit Participation .............
15 Allocation of Unitized Substances ......cciiiveienena.
16 Royalty Settlement ....vuiitininein e innueeenneennnens
17 Rental Setflement ...ttt ittt teenoneenonescenas
18 (7Y o TN 6A72= T2 vl Ko o NN O
19 L= T I 4 = <.
20 Leases and Contracts Conformed and Extended .........
21 Correction Of ErrOrS v eeeeeiinne oo onsnocensseas
22 Covenants Run With Land .....eeii it iirnenenerneasonnss
23 Effective Date and Term ..o ve et eetonenoasessnesnanasas
24 Rate of Prospecting, Development and Production .....
25 Nondiscrimination ....oce e iiietentetnensonenanenenens
26 ADDPECATANCES vttt s vn s s ooeenssaencsonensecansensenas
27 A vl =
28 No Waiver of Certain RighLS «uiut ittt ennnnen.

29 Equipment and Facilitiles Not Fixtures

Attached £0 Really .t it et ittt nnneoeenennennsons
30 Unavoldable Delay .o ue ittt ie et ennsineneeeennenans
31 L08S Of TiLle vttt ittt ittt eeoetnsnesnssoaoscnsesenns
32 Border Agreements ..t i ettt oetnertosecoeeeroneennens
33 Nonjoinder and Subseqguent Joinder ......c.eeieecien..
34 NO Partnership «vee ettt terinenseneeeennaneenasenas
35 0il in Lease Tankage on Effective Date ..............
36 Personal Property Excepted ..oeieiinen i ennneenans
37 = = =
38 Joinder in Dual Capacity .uoeeeriiin it eneneann.
39 02X B0l A%l 0¥l vl < T

Exhibit "A" (Map of Unit Area)

Exhibit "B" (Schedule of Ownership)
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UNIT AGREEMENT
FOR THE DEVELCPMENT AND OPERATION OF THE
SALADAR UNIT
EDDY COUNTY, NEW MEXICOC

THTS AGREEMENT, entered into as of the 1lst day of

1978, by and between the parties subscribing, ratifying or consenting
hereto, and herein referred to as "parties hereto”.
WITNESSET H:

WHEREAS, The parties hereto are the owners of Working, Royalty,
or other 0il and Gas Interests in the Unit Area subject to this Agree-
ment; and

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

WHEREAS, The 01l Conservation Commission of the State of New Mexico
is authorized by law (Chap. 72, Laws of 1935, as amended by Chap. 193,
Laws of 1937, Chap. 166, Laws of 1941, and Chap. 168, Laws of 1949) to
approve this Agreement, and the conservation provisions hereof:; and

WHEREAS, The parties hereto hold sufficient interests in the
Saladar Unlt Area covering the land hereinafter described to give
reasonably effective control of operations therein; and

WHEREAS, It 1is the purpose of the parties hereto to conserve natural
resources, prevent waste, and secure other benefits obtainable thrdugh
development and operation of the Area subJect to this Agreement under
the terms, conditions and limitations herein set forth;

NOW THEREFORE, In consideration of the premises and the promises
herein contained, the parties hereto commit to this Agreement their
respective interests in the below-defined Unit Area, and agree severally

among themselves as follows:



ARTICLE 1
ENABLING ACT AND REGULATIONS

The Mineral Leasing Act of February 25, 1920, as amnended, suprs,
and all valid pertinent regulations, including operatins and unit plan
regulations, heretofore issued thereunder or wvalid, pertinent, and
reasonable regulations hereafter issued thereunder 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 State
of New Mexico and privately owned lands, the o0il and gas operating regu-
lations 1n effect as of the effective date hereof governing drilling and
producing operations, not inconsistent with the ferms hereof or the Laws
of the State of New Mexico are hereby accepted and made a part of this
Agreement.

ARTICLE 2
DEFINITIONS

For the purpose of this Agreement, the following terms and expres-

sions as used herein shall mean:

2.1 Commission is defined as the 0il Conservation Commission of
the State of New Mexico.

2.2 Director is defined as the Director of the Unitecd States
Geological Survey.

2.3 Secretary is defined as the Secretary of the Interior of
the United States of America.

2.4 Department is defined as the Department of the Interior of
the United States of America.

2.5 Supervisor is defined as the 01l and Gas Supervisor of tae
United States Geological Survey, for the Area in which the Urlt Area
1s situated.

2.6 Unit Area 1s defined as the land depicted on Exhibit "A" and
described by Tracts in Exhibit "B" attached hereto, and said land is
hereby designated and recognized as constituting the Unit Area.

2.7 Unitized Formation is defined as that portion of the Yates
Formation commonly known as the Yates Sand. This unitized interval
is found between 641 feet and 665 feet on the drillers log dated June
20, 1956 of the George Riggs et al, Hughes Federal No. 1 well which is
located 1650 feet from the south line and 1650 feet from the west line
of Section 33, Township 20 South, Range 28 East, Eddy County, New Mexico.

2.8 Unitized Substances is defined as all oil, gas, gaseous sub-
stances sulphur contained in gas, condensate, distillate and all asso-
ciated and constituent liquid or liquefiable hydrocarbons within and
nraodiliced fraom +he TIni+di7zed Formation of the Unditized T.ard.




2.9 Working Interest 1s defined as an interest in Unitized OJub-
stances by virtue of a lease, operating agreement or otherwise, including
a carried interest, which interest is chargeable with and coligated to
pay or bear, =2ither in cash or ocut of production or otherwise, all or
a portion of the cost of drilling, developing, producing and operating
the Unitized ~ormation. Any interest in Unitized Substances which is &
Working Interest as of the date the owner thereof executes, ratifies or
consents to this agreement shall thereafter be treated as a Working
Interest for a1l purposes of this Agreement.

2.10 Royalty Interest is defined as a right to or interest Iin
any portion of the Unitized Substances or proceeds ther=zof other than
a Working Interest and other than an Overriding Royalty Interest.

2.11 Working Interest Owner 1s defined as a party herecf who owns
a Working Interest.

2.12 Royalty Owner 1is defined as a party hereto who owns a Royalty
Interest.

2.13 Tract is defined as each parcel of land described as such
and given a Tract number in Exhibit "B".

2.14 Tract Participation is defined as the percentage c¢f partici-
pation shown on Exhibit "C" for allocating Unitized Substances to 2a
Tract under this Agreement.

2.15 Unilt Participation is defined as the sum of the percentages
obtained by multiplying the Working Interest of a Working Interest Owner
in each Tract having Tract participation by the Tract Participation of
such Tract.

2.16 0il and Gas Rights 1s defined as the place to explore,
develop, and operate land within the Unit Area for the production of
Uniltized Substances, or to share in the production so cbtained or the
proceeds thereof.

2.17 Unit Operator is defined as the party designated by Working
Interest Owners under the Unit Operating Agreement to develon and operate
the Unitized Formation.

2.18 Record Owner is defined as the holder of the record title
to a lease covering Federal lands according to the applicable records
of the Department of the Interior of the United States of America.

2.19 Tract Cumulative 0il Recovery is defined as the total number
of barrels of ©il produced from the Unitized Formation under such Tract
prior to January 1, 1978, as officially reported to the Commission.

2.20 Unit Area Cumulative 0il Recovery is definec as the total
Tract Cumulative 01l Recovery of all Tracts within the Unit Area that
are committed to this agreement 1in accordance with the provisions hereof.

2.21 Unlt Operating Agreement is defined as any agreement or agree-
ments (whether one or more) entered into (separately or collectively)
by and between the Unit Operator and the Working Interest Owners &s pro-
vided in Article 10, infra, and shall be styled "Unit Operating Agreement
Saladar Unit, Zddy County, New Mexico".

2.22 Unilt Operations is defined as any operation conducted pur-
suant to this Agreement and the Unit Operating Agreement.

2.23 Unit Equipment is defined as all personal property, lease
and well equirment, plants, and other facilities and equipment taken
over or otherwise acquired for the joint account for use in Unit
Overations.




2.24 Unit Expense is defined as all cost, expense, or indebtedne:zs
incurred pursuant to this Agreement and the Unit Operating Azreement
for or on account of Unit Operations.

2.25 O0Overriding Royalty Interest 1s defined as an interest 1in or
right to receive a portion of the Unitized Substances or the proceeds
therefrom as an overriding royalty interest, oil payment interest, net
profits contracts, or any other payment or burden, exclusive of a Royalty
Interest, which does not carry with it the right to search for or produce
Unitized Substances.

2.256 Unit Manager is defined as any person or corporation appointzd
by Working Interest Owners to perform the duties of Unit Operator until
the selection and qualification of a successor Unit Operator as pro-
vided for in Section 8 hereof.

2.27 Outside Substances is defined as any substance obtained {rom
any source other than the Unitized Formation and injected intc the
Unitilzed Formation.

ARTICLE 3
UNIT AREA
The following described land is hereby designated and recognized
as constituting the Unit Area:

Township 20 South, Range 28 East, New Mexico Principal Meridian

SECTION 33: NW 1/4 Sw 1/4, NE 1/4 SW 1/4, SE 1/4 NW 1/4, S5 /2 SW 1/4
and SW 1/4 SE 1/4.

Containing 240 acres, more or less, in Eddy County, New Mexico.
ARTICLE 4
EXHIBITS
4.1 Exhibits. Attached hereto are the following exhibits which
are incorporated herein by reference: |

4.1.1 Exhibit "A", is a map showing, to the extent known

to the Unit Operator, the Unit Area and the boundaries and
identity of Tracts and leases in said Unit Area.

4.1,2 Exhibit "B", is a schedule showing, to the extent

known to the Unit Operator, the acreage comprising each Tract
and the percentage of ownership of each Working Interest Owner
and each Royalty Owner in each Tract.

4.1.3 Exhibit "C", is a schedule showing the percentage

of participation each Tract has in the Unit Area.

4.1.4 Exhibit "D", is the provisions of paragraphs 1 through

7 of Section 202 of Executive Order 11246 as amended.



4.2 Reference to Exhibits. When reference herein is made to an

exhibit, the reference 1s to the exhibit as originally attached, or

b

if revised, to the latest revision.

4,3 Exhibits Considered Correct. An exhibit shall be considered

fo be correct until revised as herein provided.

4.4 Filing Revised Exhibits. Exhibits "A"™, "B" and "C" shall

be revised by the Unit Operator whenever changes render such revision
necessary, and not less than four copies thereof shall be filed with
Tthe Supervisor.

ARTICLE 5

EXPANSTION

The above described Unit Area may when practicable be expanded to
include therein any additional Tract or Tracts regarded as reasonably
necessary or advisable to conform with the purposes of this Agreement.
Such expansion shall be effected in the following manner:

(a) The Working Interest Owner or Owners of a Tract or Tracts
desiring to bring such Tract or Tracts into this Unit, shall file an
application therefor with Unilt Operator requesting such admission.

(b) After preliminary concurrence by the Director, Unit Operator
shall circulate a notice to each Working Interest Owner of the proposed
expansion, setting out the basis for admission, the Unit Participation
to be assigned to such Tract or Tracts, and other pertinent data.

After negotiation (at Working Interest Owners' meeting or otherwise)

if ninety per cent (90%) of the Working Interest Owners (on the basis

of Unit Participation) have agreed to such Tract or Tracts being brought
into the Unit, then Unit Operator shall:

(1) Prepare a notice of proposed expansion describing the contem-
plated changes in the boundaries of the Unit, the reason therefor,’the
basis for admission of the additional Tract or Tracts, the Unit Partici-
pation to be assigned thereto and the proposed effective date thereof
preferably the first day of a month subsequent to the date of notice; and

(2) Deliver copies of said notice to the Director, each Working
Interest Owner (mailing copy of such notice to the last known address

of each such Working Interest Owner) and to the lessee and lessor whose



interests are proposed to be committed, advising such partiss that
thirty (30) days will be allowed for submission to the Unit Tperator
of any objection to such proposed expansion; and

(3) Tile, upon expiration of said thirty (30) day pericd as set
out in (2) immediately above and provided that objections =7 not more
than ten per cent (10%) of the Working Interest Owners have teen filed
thereto, with the Commission and the Superviscr the followinz: (a)
Comprehensive statement as to mailing such notice of expansicn; (b) An
Application for such expansion; (c) An instrument containinz the appro-
priate joinders in compliance with the participation requirements of
Article 14, infra, and (d) a copy of all objections receivei along
with the Operator's response thereto.

The expansion shall, after due consideration of all pertinent
information and upon approval by the Commission and the Sursrvisor,
become effective as of the date prescribed in the notice thareof or
on such other date as set by the Commission and the Supervisor in
the order or instrument approving such expansion.

ARTICLE 6
UNITIZED LAND AND UNITIZED SUBSTANCES

A1l land committed to this Agreement as to the Yates Sand as
defined under Unitized Formation, shall constitute ‘land referred to
herein as "Unitized Land" or "Land subject to this Agreement'. All
0oil and gas in or produced from said Unitized Formatior of the "Unitized
Land" are unitized under the terms of this Agreement and herelin are
called "Unitized Substances". Surface rights of ingress and egress
shall be maintained for the benefit of the Unit.

Nothing herein shall be construed to unitize, pool, or in any way
affect the o0il, gas and other minerals contained in or that may be'pro—
duced from any formation other than the Unitized Formation 235 deiined
in Article 2.8 of this Agreement.

ARTICLE 7
UNIT OPERATOR

Barber 011, Inc. is hereby designated as Unit Operator, and by

signing this instrument as Unit Operator he agrees and consants to

accept the duties and obligations of Unit Operator for the operation,



development and production of Unitized Substances as herein provided.
Whenever reference is made herein to the Unit Operator, sucn reference
means the Unit Operator acting in that capacity and not as an owner
of interests in Unitlzed Substances, and when such interests are owned
by it the term "Working Interest Owner" when used herein shall inc’ude
or refer to Unit Operator as the owner of a Working Interest when such
an interest is owned by it.
ARTICLE 8

RESIGNATION OR REMOVAL OF UNIT OPERATOR

Unit Operator shall have the right to resign at any time, but such
resignation shall not become effective so as to release Unit Operator
from the duties and obligations of Unit Operator and terminate Unit
Operator's rights as such for a period of six (6) months after written
notice of intention to resign has been given by Unit Opzrator to all
Working Interest Owners and the Supervisor, and until all wells are
placed in a satisfactory condition for suspension or abandornment which-
ever 1is required by the Supervisor, unless a new Unit Operator shall
have been selected and accepted and shall have taken over and assumed
the duties and obligations of Unit Operator prior to the expiration
of said period.

The resignation or removal of Unit Operator shall not release Unit
Operator from any liability for any default by 1t hereunder occurring
prior to the effective date of its resignation or removal.

The Unit Operator may, upon default or failure in the performance
of its duties or obligations hereunder, be subject to removal by tne
owner of seventy-five per cent (75%) of the committed Working Interests
(on the basis of Unit Participation) exclusive of the Working Interest
Owner who is the Unit Operator. Such removal shall be effective uéon
notice thereof to the Director.

In all instances of resignation or removal, until a successor Unit
Operator 1is selected and accepted as hereinafter provided, the Working
Interest Owners shall be jointly responsible for performance of the
duties of Unit Operator, and shall not later than thirty (30) days
before such resignation or removal becomes effective, appoint a Unit

Manager to represent them in any action to be taken hereunder.
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The resignation or removal of Init Operator under <this 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 removal of Unif Operator becoming effective, such Unit
Operator shall deliver possession of all wells, equipment, btccks, records,
materials, appurtenances and any other assets, used in conducting the
Unit Operations and owned by the Working Interest Owners (including
any and all data and information which it might have gained or assembled
by reason of its operation of the Unit Area) to the new duly qualified
successor Unit Operator or Unit Manager or to the owners thereof 1if no
such new Unlt Operator is elected, to be used for the purpose of con-
ducting Unit Operations hereunder. Nothing herein shall be construed
as authorizing removal of any material, equipment and appurtenances
needed for the preservation of any wells.

ARTICLE 9
SUCCESSOR UNIT OPERATOR

Whenever the Unit Operator shall tender its resignation as Unit
Operator or shall be removed as hereinabove provided, or a change of
Unit Operator is negotiated by Working Interest Owners, the iVorking
Interest Owners shall by affirmative vote of at least seventy-five per
cent (75%) of their voting interest, based upon the percentages of
participation as shown on Exhibit "C", select a successor Unit Operator,
provided, however, that should any Working Interest Owner own a voting
interest of more than twenty-five per cent (25%), the vote o7 said
party shall not serve to disapprove the selection of a new Unit Operator
approved by eighty per cent (80%) or more of the voting interests of
the remaining Working Interest Owners, and provided further that the
Unit Operator shall not vote to succeed itself. Such selection shéll
not become effective until (a) a Unit Operator so selected shall accept
in writing the duties and responsibilities of Unit Operator, and (b)
written notice of such selection shall have been filed with and approved
by the Supervisor. If no successor Unit Operator 1is selected and
qualified as herein provided, the Director at his electlon may declare

this Agreement terminated.



ARTICLE 10
ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT

Costs and expenses incurred by Unit Operator in conducting Unit
Operations hereunder shall be paid, apportioned among and borne by the
Working Interest Owners 1in accordance with the Unit Operating Agreement.
Such Unit Operating Agreement shall also provide the manner 1n which the
Working Interest Owners shall be entitled to receive their respective
proportionate and allocated share of the benefits accruing hereto in
conformity with their underlying operating agreements, leases or other
independent contracts and such other rights and obligations as between
Unit Operator and the Working Interest Owners as may be agreed upon
by the Unit Operator and the Working Interest Owners; however, no such
Unit Operating Agreement shall be deemed either to modify any of the
terms and conditions of this Unit Agreement or to relieve the Unit
Operator of any right or obligation established under this Unit Agree-
ment, and in case of any inconsistency or conflict between the Unit
Agreement and the Unit Operating Agreement, this Unit Agreement shall
prevail. Two true copiles of any Unit Operating Agreement executed
pursuant to this Article shall be filed with the Supervisor, prior to
approval of this Agreement, and thereafter promptly after any revision
or amendment.

ARTICLE 11
RIGHTS AND OBLIGATIONS OF UNIT OPERATOR

Except as otherwise specifically provided herein, the exclusive
right, privilege and duty of exercising any and all rights of the parties
hereto which are necessary or convenient for prospecting for, procucing,
storing, allocating and distributing the Unitized Substances are hereby
delegated to and shall be exercised by the Unit Operator as herein pro-
vided. Upon reguest by Unit Operator, 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 cperating

agreement, it being understood that under this Agreement the Unit



Operator, in its capacity as Unit Operator, shall exercise the riznts
and possession and use vested in the parties hereto only f{for the purcvozes
herein specified.
ARTICLE 12
PLAN OF OPERATIONS
It is recognized and agreed by the parties hereto that all of the
land subject to this Agreement is reasonably proved to be productive
of Unitized Substances and that the object and purpose of this Agreement
is to formulate and to put into effect a secondary recovery prcject in
order to effect additional recovery of Unitized Substances, prevent
waste and conserve natural resources. The parties hereto agree that
the Unit Operator may, subject to the consent and approval of a plan
of operation by the Working Interest Owners, the Superviscr, and the
u//Commission, inject into the Unitized Formation, through any well or
wells completed thereln, brine, water, air, gas, oll, liquefied pesroleun
cas, and any other substance or a combination of any of said substances,
whether produced from the Unit Area or not, and that the location of
input wells and the rates of injection therein and the rate of produc-
tion shall be governed by standards of good geologic and petrcleum
engineering practices and conservation methods. After commerncement
of secondary operations, Unit Operator shall furnish the Commission
and the Supervisor monthly, injection and production reports for each
well in the Unit. The Working Interest Owners, the Superviscr, and
the Commission, shall be furnished periodical reports on the progress
of the plan of operation and any revisions or changes thereto; provided
however, that any major revisions of the plan of operation involving a
basic deviation from the initial plan of operatlion shall be subject to
the consent and approval of the Working Interest Owners, the Superfisor,
and the Commission.
The initial plan of operation shall be filed with the Supervisor
and the Commission concurrently with the filing of this Unit Agreement
for final approval. Said initial plan of operation and all revisions

thereof shall be as complete and adequate as the Supervisor and the

~10—



Commission may determine to be necessary for timely operation conniscaont
herewlth. Reasonable dilicence shall be exercised in complyiry;, witn the
oblisations of the approved plan of operation.
ARTICLE 173
TRACT PARTICIPATION

Exhibit "C" attached hereto shows the participation allocated to
each Tract in the Unit Area based on a presumed 100% commitment. The
formula used for the calculations of such percentages is as follows:

100 X (times) Tract Cumulative 0il Recovery
Unit Area Cumulative 01l Recovery

If this Unit Agreement is approved with less than 100% Tract Commitment,
the percentages of participation shall be revised 1n accordance with
the provisions of Article 14 of this Agreement.
ARTICLE 14
TRACTS QUALTFIED FOR UNIT PARTICIPATION

As the objective of this Agreement is to have lands in the unit
area operated and entitled to participation under the terms hereof, it
is agreed that, notwithstanding anything else herein, no joinder shall
be considered a commitment to this Unit Agreement unless the tract in-
volved 1s qualified under this section.

On and after the effective date hereof the Tracts within the Unit
Area which shall be entitled to participation (as provided in Article
13 hereof) in the production of Unitized Substances therefrom shall be
those Tracts within the Unit Area that are qualified as follows:

(a) FEach and all of those Tracts as to which Working Interest
Owners owning one hundred per cent (100%) of the Working Interest in
said Tract execute this agreement and the Unit Operating Agreement and
Royalty Owners owning one hundred per cent (100%) of the Royalty Inferest
in said Tract have subscribed, ratified or consented to this Agreement;
and

(b) Each and all of those Tracts in which the owners of not less
than ninety-five per cent (95%) of the Working Interest therein execute
this Agreement and the Unit Operating Agreement and the owners of not

less than seventy-five per cent (75%) of the Royalty Interest therein

-11-



have executed this Agreement, and in which the Working Interest Owners
in said Tract who have executed this Agreement and the TUnit Operatingz
Agreement have agreed to indemnify and hold harmless all other parties
hereto, in a manner satisfactory to the owners of eighty-five per cent
(85%) of the Working Interests qualified under Subarticle 14(a), againsc
any and all claims and demands that may be made by the nonjoining Work-
ing Interest Owners or Royalty Owners, or both, on account of the
commitment and joinder of such Tract to the Unit Agreement, ard opera-
tion thereof under such conditions on the basis herein provided, and

as to which the owners of eighty-five per cent (85%) of the Working
Interests qualified under Subarticle 14(a), exclusive of the Working
Interest Owner submitting such Tract, have approved the commitment of
such Tract to this Unit Agreement.

(¢) Each Tract as to which Working Interest Owners owning less
than 100% of the Working Interest therein have executed this Agreement
and the Unit Operating Agreement, regardless of the percentage of
Royalty Interest therein which is committed hereto, and, further, as
to which:

(1) The Working Interest Owner operating any such Tract

and all of the other Working Interest Owners in such Tract who

have executed this Agreement and the Unit Operéting Agreement

have joined in a request for qualification of such Tract for Unit

Participation and have executed and delivered an indemnity agree-

ment indemnifying and agreeing to hold harmless the other Working

Interest Owners 1in the Unlt Area, their successors and assigns,

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

Working Interests in such Tract who are not parties hereto and

which arise out of the gualification of such Tract for Unit

Participation, and

(i1) The owners of eighty per cent (80%) of the committed

Working Interest in all Tracts meeting the regquirements of Sub-

articles 14(a) and 14(b) have voted in favor of the qualification

of such Tract and acceptance of the indemnitfy agreement.



Upon the qualification of such a Tract for Unit Participation, the Jni:z
Participation that would have been attributed to the nonsubscribing
wners of the Working Interest in such Tract, had they become parties
to this Agreement and the Unit Operating Agreement, shall be attrivuted
o the Working Interest Owners in such Tract who have become partiss to
such agreements, in proportion to their respective Working Interes<ts
in the Tract.

If, on the effective date of this Agreement, there 1s any Tract
or Tracts which have not been effectively committed to and made subject
fo this Agreement by gqualifying as above provided, then such Tract or
Tracts shall not be entitled to participate hereunder. Unit Operator
shall, when submitting this Agreement for final approval by the Suder-
visor, or as promptly thereafter as practicable, file therewith a
schedule of those Tracts which have been committed and made subject
to tThis Agreement and are entitled to participate in the procucticn
from the Unitized Land hereunder. Said schedule shall set forth
opposite each such committed Tract the lease number and assignment
number, the owner of record of the lease, and the percentages of partic-
ipation of such Tract which shall be computed using the formula set out
in Article 13 (Tract Participation) above. This schedule of partici-
pation shall be revised Exhibit "C" and upon appro?al thereo? by the
Supervisor shall become a part of this Agreement and shall govern the
allocation of production of Unitized Substances until a new schedule
is approved by the Supervisor.

ARTICLE 15
ALLOCATION OF UNITIZED SUBSTANCES

All Unitized Substances produced and saved (less, save and except
any part of such Unitized Substances used in conformity with good
operating practices on Unitized Land for drilling, operating, camp,
and other production or deveiopment purposes and for pressure mairnte-
nance or unavoidable loss) shall be apportioned among and allocated
to the committed Tracts within the Unit Area in accordance with the

roeaneertive Trart Particination then effective hereunder durine the



respective pericds such Unitized Substances were produced, as set orih
in the schedule of participation in Exhibit "C". The amount of Uni-ized
Substances so allocated to each Tract, and only that amount, (regardless
of whether 1t be more or less than the amount of the actual productioc

of Unitized Substances from the well or wells, if any, on such Tract)
shall, for all intents, uses and purposes, be deemed to have been
produced from such Tract.

The Unitized Substances allocated to each Tract shall be distri-
buted among, or accounted for to the parties executing, consenting to
or ratifying this Agreement entitled to share iIn the production from
such Tract in the same manner, in the same proportions, and upon the
same conditicons, as they would have participated and shared in the pro-
duction from such Tracts, or in the proceeds thereof, had this Agreement
not been entered into; and with the same legal force and effect.

No Tract committed to this Agreement and qualified for participation
as above provided shall be subsequently excluded from participatior. here-
under on account of depletion of Unitized Substances, and nothing herein
contained shall be construed as requiring any retroactive adjustment
for production obtained prior to the effective date of the joinder and
qualification of any Tract.

If any Working Interest or Royalty Interest in.a Tract hereafter
become divided and owned 1in severalty as to different parts of the
Tract, the owners of the divided interests, in the absence of an agree-
ment providing for a different division, shall share in the Unitized
Substances allocated to the Tract, or in the proceeds thereof, in pro-
portion to the surface acreage of thelr respective parts of the Tract.

The Unitized Substances allocated to each Tract shall be delivered
in kind to the respective Working Interest Owners and parties entitled
thereto by virtue of the ownership of 0il and Gas Rights therein or by
purchase from such owners. Each Working Interest Owner and the parties
entitled thereto shall have the continuing right to receive such produc-
tion in kind at a common point within the Unit Area and to sell or dis-

noae of the same as it seesg ffit. Fach such nartv shall have the richt



to construct, maintain and operate all necessary facilities

=y

or tharu
purpose on Unitized Land, provided the same are so constructed, main-
tained and coperated as not to interfere with operations carried on
pursuant hereto. Subject to Article 16 (Royalty Settlement) hereof,
any extra expenditure incurred by Unit Operator by reascn of the dellivery
in kind of any portion of the Unitized Substances shall be borne by
the party responsible for the payment of such expense. In the event
any party hereto shall fail to take or otherwise adequately dispcse of
its proportionate share of the production from the Unit Area currently
as and when produced, then so long as such conditions continue, Unilt
Operator, for the account and at the expense of such party and 1n order
to avoid curtailing the operation of the Unit Area, may buy, sell or
otherwise dispose of such production to itself or others on a day-to-
day basis at not less than the prevailing market price in the area for
like production, and the account of such party shall be charged therewlith
as having received such production. The net proceeds, if any, of the
Unitized Substances so disposed of by Unit Operator shall be paid to
the Working Interest Owner for payment to the partles ertitled thereto
under existing contracts.
Any party receiving in kind or separately disposing of all or
any part of the Unitized Substances allocated to any Tract, or receiving
the proceeds therefrom if the same 1s sold or purchased by Unit Operator,
shall be responsible for the payment of all Royalty on the lease or
leases and Tracts contributed by it and received into the Unit, and
each such party shall hold each other party hereto harm_ess agalnst all
claims, demands and causes of actlion for such Royalty on the lease or
leases and Tracts contributed by it and received into the Unitized Land.
If, after the effective date of this Agreement, there is any Tract
or Tracts that are subsequently committed hereto, as provided in Article
5 (Expansion) hereof, or any Tract or Tracts within the Unit Area not
committed hereto as of the effective date hereocf but which are subse-
gquently committed hereto under the provisions of Article 33 (Nonjoinder

and Subsequent Joinder), and Article 14 (Tracts Qualified for Unit



Particivation), or if any Tract is excluded from the Unit Area as rro-

-

vided for in Article 31 (Loss of Title), the schedule of participation
as shown in Exhibit "C" shall be revised by the Unit Operator and “is-
tributed to the Working Interest Owners and the Supervisor to show the
new percentages of participation of all the then effectively committed
Tracts, in any such revision pursuant to this paragraph the Tract
Participations of the Tracts committed prior to the revision shall
remain in the same ratio one to the other and the revised schedules,
upon approval by the Supervisor, shall govern all the allocation of
production from and after the effective date thereof unzil a new
schedule 1is so approved.
ARTICLE 16

ROYALTY SETTLEMENT

The United States of America and all Royalty Owners who, under
an existing contract, are entitled to take in kind a share of the
substances produced from any Tract utilized hereunder, shall continue
to be entitled to such right to take in kind their share of the Unitized
Substances allocated to such Tract, and Unit Operator shall make dsliv-
eries of such Royalty share taken in kind in conformity with the appli-
cable contracts, laws and regulations. Settlement for Royalty Intsrest
not taken in kind shall be made by Working Interest Owners respconsible
therefor under existing contracts, laws and regulations, 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 lessees of any land from their
respective lease obligations for the payment of any Royalty due under
their leases, except that such Royalty shall be computed in accordance
with the terms of this Unit Agreement.

If gas obtained from lands not subject to this Agreement is intro-
duced into the Unitized Formation, for use in repressuring, stimulation
of production or increasing ultimate recovery in conformity with a
plan approved pursuant to Article 12 (Plan of Operations), a like amount
of gas, less appropriate deductions for loss from any cause, may te

withdrawn from the Unitized Formation, Royalty free as to dry gas but



not as to the products extracted therefrom; provided sucn withdraowal
shall be pursuant £o such conditions and formulas as may be prescr.bed
or approved by the Supervisor; and rprovided further thaz o:i77n ri-ui

of withdrawal shall fterminate as of the effective date o0 Laorminat ion
oI this Agreement.

All royalty due the United States of America and the other Royalty
Owners hereunder and payment on account of any Overriding Royalty Interest
shall be computed and paid on the basis of all Unitized Substances allo-
cated to the respective Tract or Tracts committed heretos, in lieu of
actual production from such Tract or Tracts.

Royalty due the United States shall be computed as provided 1in
the operating regulations and paid in value or delivered in kind as to
all Unitized Substances on the basis of the amounts thereof allocated
£to unitized Federal land as provided herein at the rates specified in
the respective Federal leases, or at such lower rate or rates as may
be authorized by law or regulation.

Each Royalty Owner (other than the United States of America) and
each party hereto claiming an Overriding Royalty Interest that executes
this Agreement represents and warrants that it 1s the owner of a Royalty
Interest or Overriding Royalty Interest (as applicable) in a Tract or
Tracts within the Unit Area as its interest appears in Exhibit "B"
attached hereto. If any Royalty Interest in a Tract or Tracts should
be lost by title failure or otherwise in whole or in part, during the
term of this Agreement, then the Royalty Interest of tle party repre-
senting himself to be the owner hereof shall be reducec proportionately
and the interest of all parties shall be adjusted accordingly.

ARTICLE 17
RENTAL SETTLEMENT

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

lieu thereof due under their leases. Rental or minimum royalty for
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lands of the United States of America subject to this Azreement shall
be paid at the rate specified in the respective leases from the United
States of America, unless rental or minimum royalty 1s waived, suspendedld,
or reduced by law or by approval of the Secretary of his duly authorized
representative.
ARTICLE 18
CONSERVATION
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 Federal
and State laws and regulations.
ARTICLE 19
DRAINAGE
The Unit Operator shall take appropriate and adequate measures
to prevent drainage of Unitized Substances from Unitized Lancd by wells
on land not subject to this Agreement.
ARTICLE 20
LEASES AND CONTRACTS CONFORMED AND EXTENDED
The terms, conditions and provisions of all leases, subleases and
other contracts relating to exploration, drilling, development or opera-
tion for oil or gas on lands committed to this Agreement are hereby
expressly modified and amended to the extent necessary to make the
same conform to the provisions hereof, but otherwise tc remain in full
force and effect, and the parties hereto hereby consent that the Secre-
tary shall and by his approval hereof, or by the approval hereof by
his duly authorized representative, do hereby establish, alter, change
or revoke the drilling, producing, rental, minimum royalty and royalty
requirements of Federal leases committed hereto and the regulations
in respect thereto to conform said requirements to the provisions of
this Agreement.
Without limiting the generality of the foregoing, all leases,
subleases and contracts are particularly modified in accordance with

the followine:



(a) The development and operation of lands subject to tals Azroo-

nment under the terms hereof shall be deemed full performance of all

[

obligations for development and operation with respect to each and every
part of separately owned Tract committed to this Agreement, regardliesc
of whether there 1s any development of any particular part or Trac:- of
the Unitized Land, notwithstanding anything to the contrary in any
lease, operating agreement or other contract by and between the parties
heretc, or their respective predecessors in interest, or any of them.

(b) Drilling, producing or secondary recovery operations performed
hereunder upon any Tract of Unitized Lands shall be accepted and dcemed
to be performed upon and for the benefit of each and every Tract of
Unitized Land, and no lease shall be deemed to expire by reason of
failure to drill or produce wells situated on land therein embraced.

(¢) Suspension of drilling or producing operations on all Unitized
Lands pursuant to direction or consent of the Secretary or his duly
authorized representative, shall be deemed to constitute such suspension
pursuant to such direction or consent as to each and every Tract of
Unitized Lands.

(d) Each lease, sublease, or contract relating to the exploration,
drilling, development or operation for oil and gas which by its terms
might expire prior to the termination of this Agreement, 1is hereby ex-
tended beyond any such term so provided therein, so that it shall be
continued in full force and effect for so long as such land remains
committed hereto.

(e) The segregation of any Federal lease committed to this Agree-
ment is governed by the following provisions in the fourth paragraph
of Sec. 17(j) of said Act of February 25, 1920, as amended by the Act
of September 2, 1960 (74 Stat. 781-784): "Any (Federal) lease hereafter
committed to any such (unit) plan embracing lands that are in part within
and in part outside of the area covered by any such plan sha.l be segre-
gated into separate leases as to the lands committed and the lands not

committed as of the effective date of unitization; Provided, however,

that any such lease as to the nonunitized portion shall continue 1in
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force and effect for the term thereof but for rnot less than two (2)
years from the date of such segregation and so long thereafter as oil
or gas is vproduced in paying quantities."”
ARTICLE 21
CORRECTION OF ERRORS
It is hereby agreed by all parties to this Agreement that Unit
Operator 1s empowered to correct any mathematical or clerical errors
which might exist in the pertinent exhlibits to this Agreement; provided
however, that correction of any error other than mathematical or cleri-
cal shall be made by Unit Operator only after first having ottained
approval of the Supervisor and the Working Interest Owners.
ARTICLE 22
COVENANTS RUN WITH LAND
The covenants herein shall be construed to be covenants running
with the land with respect to the interest of the parties hereto and
thelr successors in interest until this Agreement terminates, and any
grant, transfer or conveyance of interest in land or leases subject
hereto shall be and hereby i1s conditioned upon the assumption of all
privileges and obligations hereunder by the grantee, transferee or
cther successor 1in interest. No assignment or transfer of any Working
Interest subject hereto shall be binding upon Unit Operator until the
first day of the calendar month after Unit Operator is furnished with
the original, or acceptable photostatic or certified copy, of the
recorded instrument of transfer; and no assignment or transfasr of any
Royalty Interest subject hereto shall be binding upon the Working In-
terest Owner responsible therefor until the first day of the calerndar
month after said Working Interest Owner is furnished with the original,
or acceptable photostatic or certified copy, of the recorded instrﬁment
of transfer.
ARTICLE 23
EFFECTIVE DATE AND TERM
This Agreement shall become binding upon each party as of the date
such party signs the instrument by which 1t becomes a party hereto;

and. unless sooner terminated as hereinafter provided, shall become



effective as to qualified Tracts after approval by the Secresary of
the Interior or his duly authorized delegate, at the time and date az
determined by the Working Interest Owners in all the qualified Tracts,
and set forth in a certificate filed for record by Unit Operator in
Eddy County, New Mexico. The certificate shall also recite <he per-
centage of the Unit Area representated by the Tracts qualified under
Article 14, the book and page in which a counterpart of this Agreement
has been recorded, and the case number and order number of the order
of approval by Governmental authority, if obtained. The certificate
shall not be filed until after the following requirements have been
met:

(a) The execution or ratification of this Agreement and the Unit
Operating Agreement by Working Interest Owners owning a combined Unit
Participation of at least ninety-three per cent (93%), and the execution
or ratification of this Agreement by Royalty Owners owring a combined
interest of at least seventy-five per cent (75%) of the Royalty Interest,
in saild Unit Area; and

(b) The approval of this Agreement by the Secretary or his duly
authorized representative and the Commission.

If this Agreement 1s not filed for final approval by the Secretary
or his duly authorized representative and the Commissicn on or before
January 31, 1979, this Agreement shall ipso facto expire on said date
(hereinafter called "expiration date") and thereafter be of no further
force or effect, unless prior thereto this Agreement has been executed
or ratified by Working Interest Owners owning a combined Unift Participation
of at least ninety per cent (90%) and the owners of at least sixty-five
per cent (65%) of the Working Interests committed to this Agreemert
have noted to extend said expiration date for a period not to exceéd
six (6) months (hereinafter called "extended expiration date"). If said
explration date is so extended and this Agreement i1s not filed for final
approval by the Secretary or his duly authorized representative ard the
Commission on or before said extended expiration date, this Agreement
shall ipso facto expire on said extended expiration date and thereafter

be of no further force or effect. For the purpose of this Article,
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ownership shall be computed on the basis of Unlit Participation as

ment.

D
3

determined from Exhiblit "C" attached to the Unit Operatins izre

ER

Unit Operator shall, within thirty (30) days after the =i7fec

<t

ive
date of this Agreement, file for record a certificate toc ths =2ffect
that this Agreement has become effective according to its t=rms and
stating further the effective date and the location of the governmental
agency offices where copies of this Agreement are filed.

The term of this Agreement shall be for and during the time that
Unitized Substances are produced in quantities sufficient to »nay the
cost of producing same from the Unit Area and as long thersafter as
drilling, reworking or other operations (including secondary recovery
operations) are prosecuted thereon without cessation of more than
ninety (90) consecutive days, unless sooner terminated by %Working
Interest Owners in the manner hereinafter provided.

This Agreement may be terminated for any reason with the approval
of the Director by Working Interest Owners owning seventy-Tive per
cent (75%) Unit Participation. Notice of any such terminaticn shall
be given by Unit Operator to all parties thereto.

Upon termination of this Agreement, the parties hereto shall be
governed by the terms and provisions of the leases and contracts affect-
ing the separate Tracts.

If not otherwise covered by the leases unitized under this Agreement,
Royalty Owners hereby grant Working Interest Owners a period of six (6)
months after termination of this Agreement in which to salvage, sell,
distribute or otherwise dispose of the personal property and facilities
used 1in connection with Unit Operations.

ARTICLE 24
RATE OF PROSPECTING, DEVELOPMENT AND PRODUCTION

All production and the disposal thereof shall be in conformity
with allocations and quotas made or fixed by any duly authorized person
or regulatory body under any Federal or State statute. The Director is
hereby vested with authority to alter or modify from time to time, at
his discretion, the rate of prospecting and development and within the

limits made or fixed by the Commission to alter or modify the quantity
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and rate of production under this Agreement, such authority teins aoror
limited to alteration or modification in the public interest, the our-
pose thereof and the public interest to be served thereby to be stated
in the order of alteration or modification; provided further that 1o
such alteration or modification shall be effective as to any privately
owned lands subject to this agreement as to the quantity and rate of
production in the absence of specific written approval thereof by the
Commission.

Powers in this Article vested in the Director shall only be exer-
cised after notice to Unit Operator and opportunity for hearing to be
held not less than fifteen (15) days from notice.

ARTICLE 25
NONDISCRIMATION

In connection with the performance of work under this agreement,
Unit Operator agrees to comply with all of the provisions of Section
202(1) to (7), inclusive, of Executive Order 11246 (30 F.R. 12319),
as amended by Executive Order 11375, dated October 13, 1967.

ARTICLE 26
APPEARANCES

Unit Operator shall have the right to appear for or on behalf of
any and all interests affected hereby before the Department and the
Commission, and to appeal from any order issued under the rules and
regulations of the Department or the Commission, or to apply for relief
from any of said rules and regulations or in any proceedings relative
to operations before the Department or fthe Commission, 2r any other
legally constituted authority; provided, however, that any other in-
terested party shall also have the right at his or its own expense to
be heard in any such proceeding. |

ARTICLE 27
NOTICES

All notices, demands, objections or statements required hereunder
to be given or rendered to the parties hereto shall be deemed fully
given 1f made in writing and personally delivered to the party or

parties or sent by postpaid registered or certified mail, addressed

o

;
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to such party or parties at thelr respective addresses set forth ir
connection with the signatures hereto or to the ratification »r corsaent
hereof or to such other address as any such party or parties may navea
furnished in writing to the varty sending the notice, demand or stzte-
ment.
ARTICLE 28
NO WAIVER OF CERTAIN RIGHTS
Nothing in this Agreement contalned shall be construed as a walver
by any party hereto of the right to assert any legal or constitutional
right or defense as to the validity or invalidity of any law of the
United States or of the State wherein said Unitized Lands are located,
or rules or regulations issued thereunder in any way affecting such
party, or as a walver by any such party of any right beyond his or its
authority to waive.
ARTICLE 29
EQUIPMENT AND FACILITIES NOT FIXTURES ATTACHED TO REALTY
Each Working Interest Owner has heretofore placed and used on its
Tract or Tracts committed to this Agreement various well and lease equipn-
ment and other property, equipment and facilities. It 1s also recognized
that additional equipment and facilities may hereafter be placed and
used upon the Unitized Land as now or hereafter constituted. Thersfore,
for all purposes of this Agreement any such equipment shall be consid-
ered to be personal property and not fixtures attached to rezlty.
Accordingly, said well and lease equlpment and personal property 1is
hereby severed from the mineral estates affected by this Agreement,
and 1t 1s agreed that any such equipment and personal property shall
be and remain personal property of the Working Interest Owners for‘all
purposes.
ARTICLE 30
UNAVOIDABLE DELAY
A1l obligations under this Agreement requiring the Unilit Operator
to commence or continue secondary recovery operations or to operate on
or produce Unitized Substances from any of the lands covered by this

Agreement shall be suspended while, but only so long as the Unit Cperator
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despite the eoxercise of due care and diligence, is vrevented from com-

plying with such obligations, in whole or in part, by strixes, z2ctz of

j§®

God, Federal, State or municipal law or agency, unavoidable azcident,
uncontrolled delays in transvortation, inability to obtain nezessary
materials in open market, or other matters beyond the reasonable control
of the Unit Operator whether similar to matters herein enumerated or not.
ARTICLE 31
LOSS OF TITLE

In the event title to any Tract of Unitized Land saall fail so as
to render the Tract inoperable under this Agreement and the ftrue owner
cannot be induced to joint this Agreement, such Tract shall be automat-
ically regarded as not committed hereto and there shall be such readjust-
ment of future costs and benefits as may be required on account of the
loss of such title. In the event of a dispute as to title as to any
Royalty, Working Interest or other interest subject thereto, payment
or delivery on account thereof may be withheld without l1iability or
interest until the dispute is finally settled; provided, that as to
State or Federal land or leases, no payments of funds due the United
States of America shall be withheld, but such funds shall be deposited
as directed by the Supervisor, to be held as unearned money pending
final settlement of the title dispute, and then appliec as earned or
returned in accordance with such final settlement.

Unit Operator as such 1s relieved from any responsibility for any
defect or failure of any title hereunder.

ARTICLE 32
BORDER AGREEMENTS

Subject to the approval of the Superviscor, the Unlit Operator,
with concurrence of sixty-five per cent (65%) oft the Working Interést
Owners, based upon the percentages of participation may enter into a
border protection agreement or agreements with the Working Interest
Owners of adjacent lands along the boundaries of the Unit Area with
respect to the operations in the border area for the maximum ultimate
recovery, conservation purposes and proper protection of the parties

and interests.



ARTICLE 33
NONJOINDER AND SUBSEQUENT JOINDER
Any 0il or Gas Interest in the lands in the Unit Area not -committed

hereto priocr to submission of this Agreement to the Director Jor final

-
i

approval may thereafter be commitfted hereto upon compliances with the
applicable provisions of this Article and of Article 14 (Traccts Quszlified
for Unit Participation) hereof, at any time up to the effective date
hereof.

It is understood and agreed, however, that from and after the
effective date hereof, the right of subsequent joinder as provided in
this Article, shall be subjJect to such requirements or approvals and
on such basis as may be agreed upon by ninety per cent (90%) of the
Working Interest Owners (based upon the percentages of participation)
and the Supervisor. Such Joinder by a proposed Working Interest Owner
must be evidenced by his execution or ratification of this Agreement
and the Unit Operating Agreement. Such jolnder by a proposed Royalty
Onwer must be evidenced by his execution, ratification or consent of
this Agreement and must be consented to in writing by the Working
Interest Owner responsible for the payment of any benefits that may
accrue hereunder in behalf of such proposed Royalty Owner. Except as
may be otherwise herein provided, subsequent joinder to this Agreement
shall be effective as of the first day of the month following the
filing with the Supervisor of duly executed counterparts of any and
all documents necessary to establish effective commitment of any Tract
or interest to this Agreement, unless objection to such joinder by
the Director is duly made within sixty (60) days after such filing.

ARTICLE 34
NC PARTNERSHIP

It is expressly agreed that the relation of the parties hereto is
that of independent contractors and nothing in this Agreement contained,
expressed or implied, or any operations conducted hereunder, shall
create or be deemed to create a partnership or association betweer the

parties 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 all lease
and other tanks within the Unitized Area in order to ascertalin the
amount of merchantable o0il in such tanks, above the pipes line connec-
tions, as of 7:00 a.m. on the effective date hereof. All such oil as
is a part of the prior allowable of the well or wells from which the
same was produced shall be and remain the property of ftae Interest
Owners entitled thereto the same as if the Unit had not been formed,
and the responsible Working Interest Owners shall promptly remove said
01l from the Unitized Area. Any such oil not so removed may be sold by
the Unit Operator for the account of such Working Interest Owners,
subject to the payment of all Royalty to Royalty Owners under the
terms and provisions of the applicable lease or leases and other con-
tracts. All such 0il and gas in excess of the prior allowable of the
well or wells from which the same was produced shall be regarded and
ftreated the same as Unitized Substances produced after the effective
date hereof. If, as of the effective date hereof, any Tract is 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 after the effective date
hereof and the amount thereof charged to such Tract as having been
delivered to the persons entitled to Unitized Substances allocated to
such Tract.

ARTICLE 36
PERSONAL PROPERTY EXCEPTED

All lease and well equipment, materials, and other facilities
heretofore or hereafter placed by any of the Working Interest Owners
on the land subject to this Agreement shall be deemed to be and shall
remalin personal property belonging to and may be removed by the Working
Interest Owners. The rights and interests therein as among Working

Interest Owners are covered by the Unit Operating Agreement.
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ARTICLE 37
TAXES
Kach party hereto shall, for its own account, render and nay 1tz
share of any taxes levied against or measured by the amount or value
of the Unitized Substances produced from the Unitized Land; pnrovided,
however, that if it is required or if 1t be determined that the Unit
Operator or the several Working Interest Owners must pay or advance
said taxes for the account of the parties hereto, it i1s hereby expressly
agreed that the parties so paying or advancing said taxes sha’l be re-
imbursed therefor by the parties hereto, including Royalty Owners, who
may be responsible for the taxes on their respective allocated share
of said Unitized Substances. No such taxes shall be charged to the
United States nor to any lessor who has a contract with a lessee which
requires his lessee to pay such taxes.
ARTICLE 38
JOINDER IN DUAL CAPACITY
Execution as herein provided by any party as either a Working
Interest Owner or a Royalty Owner shall commit all interests owned or
controlled by such party; provided, however, that i1f the party 1s the
owner of a Working Interest, he must also execute the Unit Operatirg
Agreement.
ARTICLE 39
COUNTERPARTS
This Agreement may be executed in any number of counterparts, no
one of which needs to be executed by all parties and 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 parties had signed the same document, and regard-
less 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.
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S WHEREQF, the parties hereto have caused this Agreenent

fo be executed and have set opposite their respective names tae date

of execution.

ATTEST: BARBER OIL, TINC.
Unit Operator

By By
Jo Anna W. Light, Secretary Robert S. Light, President

Date
Date

Thomas F. Stephens
Date

Jane Stephens
Date

Joe L. Johnson, Jr.
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

Juanita W. Hughes
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STATE OF NEW MEXICO
COUNTY OF EDDY

The foregoing instrument was acknowledged before me thicz
day of , 1978, by Robert 3. Light, President of
Barber 011, Inc., a New Mexico corporation, on behalfl o7 said corpo-
ration.

My Commission Expires:

Notary Public

STATE OF TEXAS
COUNTY OF WICHITA
The foregoing instrument was acknowledged before me this

day of , 1978, by Thomas F. Stephens and Jane Stephens,
his wife.

My Commission Expires:

Neotary Public

STATE OF TEXAS
COUNTY OF WICHITA
The foregoing instrument was acknowledged before me this

day of , 1978, by Joe L. Johnson, Jr. and Nan H.
Johnson, his wife.

My Commission Expires:

Notary Public

STATE OF MISSISSIPPI
COUNTY OF JONES
The foregoing instrument was acknowledged before me this

day of , 1978, by E. P. Russell and Josephone N.
Russell, his wife.

My Commission Expires:

Notary Public
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STATE OF MISSISSIPPIT
COUNTY OF JONES
The foregoling instrument was acknowledged before me thisz

day of , 1978, by J. A. Morgan and Myra S. Yorzan,
his wife.

My Commission Expires:

Notary Public

STATE OF MISSISSIPPI
COUNTY OF RANKIN
The foregoing instrument was acknowledged before me this

day of , 1978, by Dudley J. Hughes and Robbis W.
Hughes, his wife.

My Commission Expilres:

Notary Public

STATE OF TEXAS
COUNTY OF BEE
The foregoing instrument was acknowledged befcore me this

day of , 1978, by Dan A. Hughes and Juanita W. Hughes,
his wife.

My Commission Expires:

Notary Public
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EXHIBIT "B"
TO
UNIT AGREEMEAT

SATADAR UNIT
EDDY COUNTY, NEW MEXICO

Schedule 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 Participation

Tract No. Participation Percentage
1 73.209690
2 4,734112
3 22.056198

Total 100.000000



EXHIBTIT "D
TO UNIT AGREEMENT
SALADAR UHIT
EDDY COUNTY, NEW MEXICO

PROVISIONS OF SECTION 202 OF
EXECUTIVE ORDER 11246

(1) The contractor will not discriminate against any employee or
applicant for employment because of race, color, religion, sex or national
origin. The contractor will take affirmative action to ensure that appli-
cants are employed, and that employees are treated during employment, with-
out regard to their race, color, religion, sex or national origin. Such
action shall include but not be limited to the following: employment, up-
grading, demotion, or transfer; recrulitment or recruitment advertising;
layoff or termination; rates of pay or other forms of compensation; and
selection for training, including apprenticeship. The contractor agrees
to post in conspicuous places available to employees and applicants for
employment, notices to be provided by the contracting officer setting forth
the provisions of this nondiscrimination clause.

(2) The contractor will, in all solicitations or advertisements for
employees placed by or on behalf of the contractor, state that all gqualified
applicants will receive consideration for employment without regard to race,
color, religion, sex or national origin.

(3) The contractor will send to each labor union or representative
of workers with which he has a collective bargaining agreement or other
contract or understanding, a notice, to be provided by the agency contract-
ing officer, advising the labor union or workers' representative of the
contractor's commitments under Section 202 of Executive Order No. 11246
of September 24, 1965, and shall post copies of the notice in conspicuous
places avallable to employees and applicants for employment.

(4) The contractor will comply with all provisions of Zxecutive Order
No. 11246 of Sept. 24, 1965, and of the rules, regulations, and relevant
orders of the Secretary of Labor.

(5) The contractor will furnish all information and reports required
by Executive Order No. 11246 of September 24, 1965, and by the rules,
regulations, and orders of the Secretary of Labor, or pursuant thereto,
and will permit access to his books, records, and accounts by the con-
tracting agency and the Secretary of Labor for purposes of investigation
to ascertain compliance with such rules, regulations, and orders.

(6) 1In the event of the contractor's noncompliance with the nondis-
crimination clauses of this contract or with any of such rules, regulations,
or orders, this contract may be cancelled, terminated or suspended 1iIn whole
or in part and the contractor may be declared 1ineligible for further Govern-
ment contracts 1in accordance with procedures authorized in Executive Order
No. 11246 of Sept. 24, 1965, and such other sanctions may be imposed and
remedies invoked as provided in Executive Order No. 11246 of September 24,
1965, or by rule, regulation, or order of the Secretary of Labor, or as
otherwise provided by Law.

(7) The contractor will include the provisions of Paragraphs (1)
through (7) in every subcontract or purchase orders unless exempted by
rules, regulations, or orders of the Secretary of Labor issued pursuant
to Section 204 of Executive Order No. 11246 of Sept. 24, 1965, so that such
provisions will be binding upon each subcontractor or vendor. The contractor
will take such action with respect to any subcontract or purchase order as
the contracting agency may direct as a means of enforcing such provisions
including sanctions for noncompliance: Provided, however, that in the event
the contractor becomes involved in, or is threatened with, litigation with
a subcontractor or vendor as a result of such direction by the contracting
agency, the contractor may request the United States to enter into such
litigation to protect the interests of the United States.

Contractor shall also abide by the regulations of Executive Order 11598,
Occupational Safety and Health Act and by Executive Order 11640, Veterans
Hire Regulation, which orders are inserted herein by reference.



