


PATRICK H. LYONS 
COMMISSIONER 

May 5,2003 

ChevronTexaco 
15 Smith Road 
Midland, Texas 79705 

State of9{ezu IMCTQCO 

Commissioner oflVuBCic Lands 
310 OLD SANTA FE TRAIL 

P.O. BOX 1148 
SANTA FE, NEW MEXICO 87504-1148 

COMMISSIONER'S OFFICE 
Phone (505) 827-5760 
Fax (505) 827-5766 

www.nmstatelands.org 

^Ar n s , : r, 
OIL r f - V r . . , 

Attn: Mr. Kevin F. Hickey 

Re: 2003 Plan of Development 
Eunice Monument South Unit 
Lea County, New Mexico 

Dear Mr. Hickey: 

The Commissioner of Public Lands has, of this date, approved the above-captioned Plan of Development. Our 
approval is subject to like approval by all other appropriate agencies. 

The possibility of drainage by wells outside of the unit area and the need for further development of the unit 
may exist. You may be contacted at a later date regarding these possibilities. 

If you have any questions or if we may be of further help, please contact Pete Martinez at (505) 827-5791. 

Very truly yours, 

PATRICK H.LYONS 
COMMISSIONER OF PUBLIC LANDS 

<^^? 
BY: <•-• • / 
JAMI BAILEY, Director ' 
Oil, Gas and Minerals Division 
(505) 827-5744 

PL/JB/cpm 
xc: Reader File OCD BLM 



SUPPORTING STATEMENT 
Case Nb. 8397 

Conoco supports Gulf's proposed Eunice Monument South Unit and recommends 
the Commission approve the application as submitted in Case No. 8397. 

There are over 14,000,000 barrels of remaining primary reserves to be 
recovered from the proposed unit area. In view of the poor performance of 
the one existing waterflood in this pool, Texaco's Eunice Monument Unit, 
we believe the formula proposed is f a i r when consideration is given to 
risk associated with secondary recovery. 

We also believe the assessing of a payment to be made by owners fai l i n g to 
contribute a useable well is f a i r since i t p a r t i a l l y compensates the unit 
for the extra expenditures i t is forced to make in order to conduct secon­
dary operations on the offending tract. 

We therefore believe the agreements approved by majority agreement of the 
unit working interest owners are equitable and that the commission should 
approve Gulf's requests. 

H. A. Ingram ' 
Conservation Coordinator 

:nrjs 



STATEMENT FOR PRESENTATION TO 

THE NEW MEXICO OIL CONSERVATION COMMISSION 

IN SUPPORT OF 

GULF'S APPLICATION FOR THE PROPOSED EUNICE 

MONUMENT SOUTH UNIT, 

LEA COUNTY, NEW MEXICO 

SHELL WESTERN E&P INC. BELIEVES THAT THE SUPPLEMENTAL RECOVERY PROJECT 

PROPOSED BY GULF WILL RESULT IN THE ECONOMIC PRODUCTION OF SIGNIFICANT 

VOLUMES OF ADDITIONAL OIL COMPARED WITH DEPLETION THROUGH PRESENT METHODS 

OF OPERATION. THIS ADDITIONAL RECOVERY WILL BENEFIT EACH ROYALTY INTEREST 

OWNER AND WORKING INTEREST OWNER IN THE PROPOSED UNIT. 

SHELL WESTERN ALSO BELIEVES THAT THE PROPOSED PARTICIPATION FORMULA IS 

A REASONABLE COMPROMISE THAT PROVIDES EQUITY TO ALL INTERESTS. IT 

RECOGNIZES THAT SIGNIFICANT PRIMARY OIL RESERVES REMAIN IN THE PROPOSED 

UNIT, AND THAT PRODUCTION AND REVENUES WILL ALMOST EXCLUSIVELY BE FROM 

THESE RESERVES FOR THE NEXT SEVERAL YEARS AS WATERFLOODING GETS UNDERWAY. 

CONSIDERING THE TIME-VALUE OF MONEY, THE REVENUE FROM THESE EARLY YEARS 

HAS A BIG IMPACT ON THE OVERALL ECONOMICS OF THE PROJECT. THEREFORE, 

REMAINING PRIMARY RESERVES AND CURRENT PRODUCTION DESERVE TO RECEIVE 

STRONG CONSIDERATION IN THE PARTICIPATION FORMULA ADOPTED. WE BELIEVE 

THE PROPOSED FORMULA STRIKES A REASONABLE BALANCE BETWEEN THESE FACTORS 

AND THE SUPPLEMENTAL OIL RECOVERY, WHICH WILL BE RECEIVED IN LATER YEARS. 

BNBC8431101 



2 

WITH REGARD TO ASSETS CONTRIBUTED BY WORKING INTEREST OWNERS, WE BELIEVE 

THAT UNIFORM ASSESSMENTS AGAINST CONTRIBUTORS OF UNDERDEVELOPED ACREAGE 

IS A REASONABLE APPROACH. THIS ENCOURAGES THE CONTRIBUTION OF AVAILABLE 

WELLS AND TENDS TO EQUALIZE THE DEGREE TO WHICH INDIVIDUAL PROPERTIES 

HAVE BEEN DEVELOPED. 

AS WITH ANY PROJECT INVOLVING A NUMBER OF DIFFERENT INTERESTS, THERE ARE 

MANY ALTERNATIVES, EACH OF WHICH MIGHT CHANGE THE DEGREE OF BENEFIT TO 

ANY GIVEN PARTY. WE BELIEVE THE CONSIDERATIONS PROPOSED BY GULF FAIRLY 

ACCOUNT FOR THE FACTS AND EACH INDIVIDUAL'S INTERESTS. EACH PARTICIPANT 

WILL EQUITABLY SHARE IN A PROJECT THAT WILL RESULT IN IMPROVED OPERATING 

EFFICIENCY AND INCREASED RECOVERY OF OIL AND GAS. 

WE SUPPORT GULF'S APPLICATION FOR THIS UNIT, AND BELIEVE THAT ITS TIMELY 

APPROVAL WILL BE IN THE BEST INTERESTS OF THE ROYALTY AND WORKING INTEREST 

OWNERS AS WELL AS THE STATE OF NEW MEXICO. 

BNBC8431101 
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Corporate Royalty Joinder 

RATIFICATION AND JOINDER OF UNIT AGREEMENT 

In consideration of the execution of the Unit Agreement for the Develop­
ment and Operation of the Eunice Monument South Unit Area, County of Lea 
State of New Mexico, dated June 22, 1984, in form approved on behalf of the 
Secretary of the Interior and the State of New Mexico, the undersigned (whether 
one or more) hereby expressly joins said Unit Agreement and ratifies, approves, 
adopts, and confirms said Unit Agreement as fully as though the undersigned 
had executed the original agreement. 

This Ratification and Joinder shall be effective as to the undersigned's 
interests in any lands and leases, or interests therein, and royalties pres­
ently held or which may arise under existing option agreements or other 
interests in unitized substances, covering the lands within the Unit Area in 
which the undersigned may be found to have an oil or gas interest. 

This Ratification and Joinder of Unit Agreement shall be binding upon the 
undersigned, his, her or its heirs, devisees, executors, assigns or successors 
in interest. 

EXECUTED this l s t day of November f 19 84 . 

Address: P.O. Box Box 2120 
Houston, Texas 77001 

THE STATE OF TEXAS X 
COUNTY OF HARRIS X 

The foregoing instrument was acknowledged before me this 1st. 
day of November , 19 84 , by G.J. Wilson, Jr., Vice President & 
General Manager, for/of UNION TEXAS PETROLEUM CORPORATION, a Delaw"ari~ 
corporation, on behalf of said corporation. 

My commission expires: 

August ??, 198S 



I n d i v i d u a l Royalty Joinder 

RATIFICATION AND JOINDER OF UNIT AGREEMENT 

In consideration of the execution o f the Unit Agreement f o r the Develop­
ment and Operation of the Eunice Monument South Unit Area, County of 

Lea , State o f New Mexico, dated June 22 , 
1984 , i n form approved on behalf of the Secretary of the I n t e r i o r and the 
State of New Mexico, the undersigned (whether one or more) hereby expressly j o i n s 
said Unit Agreement and r a t i f i e s , approves, adopts, and confirms said U nit Agree­
ment as f u l l y as though the undersigned had executed the o r i g i n a l agreement. 

This R a t i f i c a t i o n and Joinder s h a l l be e f f e c t i v e as to the undersigned's 
i n t e r e s t s i n any lands and leases, or i n t e r e s t s therein, and r o y a l t i e s pres­
e n t l y held or which may arise under e x i s t i n g option agreements or other 
i n t e r e s t s i n u n i t i z e d substances, covering the lands w i t h i n the Unit Area i n 
which the undersigned may be found t o have an o i l or gas i n t e r e s t . 

This R a t i f i c a t i o n and Joinder of Unit Agreement s h a l l be binding upon 
the undersigned, h i s , her or i t s h e i r s , devisees, executors, assigns or 
successors i n i n t e r e s t . 

EXECUTED t h i s day of , 19 

MAX W. COLL, I I 

Address: Box E E 

Santa Fe, NM 87502 

THE STATE OF ^ ^ \ § 

COUNTY OF J ^ f f § 

The foregoing instrument was acknowledged before ire t h i s ine roregomg imstnjment was acJ 
day of /isOlS* 19 Y^f , by MAX W. COLL, I I 



I n d i v i d u a l Royalty Joinder 

RATIFICATION AND JOINDER OF UNIT AGREEMENT 

In consideration of the execution of the Unit Agreement f o r the Develop­
ment and Operation of the Eunice Monument South Unit Area, County of 

• Lea , State of New Mexico, dated June 22 , 
1984 , i n form approved on behalf of the Secretary o f the I n t e r i o r and the 
State of New Mexico, the undersigned (whether one or more) hereby expressly j o i n s 
said Unit Agreement and r a t i f i e s , approves, adopts, and confirms said Unit Agree­
ment as f u l l y as though the undersigned had executed the o r i g i n a l agreement. 

This R a t i f i c a t i o n and Joinder shall be e f f e c t i v e as t o the undersigned's 
int e r e s t s i n any lands and leases, or inte r e s t s t h e r e i n , and r o y a l t i e s pres­
ent l y held or which may arise under exi s t i n g o p t i o n agreements or other 
in t e r e s t s i n u n i t i z e d substances, covering the lands w i t h i n the Unit Area i n 
which the undersigned may be found to have an o i l or gas i n t e r e s t . 

This R a t i f i c a t i o n and Joinder of Unit Agreement s h a l l be binding upon 
the undersigned, h i s , her or i t s heirs, devisees, executors, assigns or 
successors i n i n t e r e s t . 

Address: c/o Thomas J. Hayes 

2646 Chestnut Street 

San Francisco, CA 94123 



Corporate Royalty Joinder 

RATIFICATION AND JOINDER OF UNIT AGREEMENT 

In consideration of the execution of the Unit Agreement for the Develop­
ment and Operation of the Eunice Monument South Unit Area, County of 

Lea , State of New Mexico, dated 
19 , i n form approved on behalf of the Secretary of the I n t e r i o r and the 
State of New Mexico, the undersigned (whether one or more) hereby expressly joins 
said Unit Agreement and r a t i f i e s , approves, adopts, and confirms said Unit Agree­
ment as f u l l y as though the undersigned had executed the o r i g i n a l agreement. 

This Ratification and Joinder shall be effective as to the undersigned's 
interests i n any lands and leases, or interests therein, and royalties pres­
ently held or which may arise under existing option agreements or other 
interests i n unitized substances, covering the lands within the Unit Area i n 
which the undersigned may be found to have an o i l or gas interest. 

This Ratification and Joinder of Unit Agreement shall be binding upon 
the undersigned, his, her or its heirs, devisees, executors, assigns or 
successors in interest. r 

Z ̂  - day of 0 ^ b-Us EXECUTED this 19 

JESSIE CRUMP, Trustee of the 
JOE and JESSIE CRUMP Fund Acct. 2312 

DAVID C. BLEVINS, Trustee cf the 
JOE and JESSIE CRUMP.Fund Acct. 2312 

THE FORT WORTH NATIONAL BANK, TRUSTEE 
OF THE JOE AND JESSIE CRUMP FUND ACCT. 
2312 

By 40 <$ /c^c^r^-^ 
T i t l e : Vice President & Trust Officer 

Address: Fort Worth National Bank 

P. O. Box 2050 

Fort Worth, TX 76101 

THE STATE CF /£X/fcjf § 

COUNTY OF jJiiPAuX) § 

The foregoing instrument was acknowledged before me this T^LS* 
day of / ^ C , T - > 19 #4/ , by U. 11 

", f o r / o f JOE and JESSIE CRUMP Fund A c c t . 2312 

My QaTiTvission Expires: 

~~ « POSS Notary VuhWc 

ROYO o. Ross w i T e x a l 

4t ~J 



I n d i v i d u a l Royalty Joinder 

RATIFICATION AND JOINDER OF UNIT AGREEMENT 

In consideration of the execution of the Unit Agreement f o r the Develop­
ment and Operation of the Eunice Monument South Unit Area, County of 

Lea , State of New Mexico, dated 
19 , i n form approved on behalf of the Secretary of the I n t e r i o r and the 
State of New Mexico, the undersigned (whether one or more) hereby expressly j o i n s 
said Unit Agreement and r a t i f i e s , approves, adopts, and confirms said Unit Agree­
ment as f u l l y as though the undersigned had executed the o r i g i n a l agreement. 

This R a t i f i c a t i o n and Joinder s h a l l be e f f e c t i v e as to the undersigned's 
i n t e r e s t s i n any lands and leases, or i n t e r e s t s t h e r e i n , and r o y a l t i e s pres­
e n t l y held or which may arise under e x i s t i n g o p t i o n agreements or other 
i n t e r e s t s i n u n i t i z e d substances, covering the lands w i t h i n the Unit Area i n 
which the undersigned may be found to have an o i l or gas i n t e r e s t . 

This R a t i f i c a t i o n and Joinder of Unit Agreement s h a l l be binding upon 
the undersigned, h i s , her or i t s heirs, devisees, executors, assigns or 
successors i n i n t e r e s t . 

EXECUTED this fek day of , 19%^ 

I'RENE FARDON GLAISTER 

Address: Fardon House, Frog Lane 

Milton-Under-Wynchwood 

Oxon, England 

The foregoing instrument was acknowledged before me th i s 
day of €>^WAW> , 19^___ / by IRENE FARDON GLAISTER 

My Corrrnission Expires: 

• i . • * H t u L . IC. 
. KK.G I J»v».f D ST., 

ClF&KD. ENGLAND, UU 
COMMISSION AT » I » T H 

% —~^r-

^ t i r • i 

7£ 



Corporate Royalty Joinder 

booK 436 a;-. 830 . 38871 

RATIFICATION AND JOINDER OF UNIT AGREEMENT 

-7 

In consideration of the execution of the Unit Agreement fo r the Develop­
ment and Operation of the Eunice Monument South Unit Area, County of 

Lea , State of New Mexico, dated J U A l , Z ' 
19&*/ , i n form approved on behalf of the Secretary of the Inter ior and the 
State of New Mexico, the undersigned (whether one or more) hereby expressly joins 
said Unit Agreement and ra t i f ies , approves, adopts, and confirms said Unit Agree­
ment as f u l l y as though the undersigned had executed the original agreement. 

This Ratification and Joinder shall be effect ive as to the undersigned's 
interests i n any lands and leases, or interests therein , and royalties pres­
ently held or which may arise under exist ing option agreements or other 
interests i n uni t ized substances, covering the lands within the Unit Area i n 
which the undersigned may be found to have an oil or gas interest . 

This Ratification and Joinder of Unit Agreement shall be b inding upon 
the undersigned, h is , her or i ts heirs , devisees, executors, assigns or 
successors i n in teres t . 

EXECUTED this i H day of / f o j f c f o I 9 £ f • 

MARY M. HORNE TRUST, Mary H. Hodg^ 
Co-Truste/ J 

MARY M. HORNE TRUST, Charles R.Cravens , 
J r . Co-Trustee 

Address: 2540 Walnut Hil l Lane 

Suite 276 South 

Dallas, Texas 75229 

THE STATE OF IcYcxi X 

COUNTY OF D«-1 Us X 

The foregoing instrument was acknowledged before me this / ~ 7 
day of ( % T-: JZJ? / ? > 1 9 ^ , by Mary H . Hodge 



THE STATE OF X 

COUNTY OF DALLAS X 

60GK 436 nrs 881 

The foregoing instrument was acknowledged before me this 2 9 t h 
day of Oc tobe r , 1984 , by Charles R. Cravens, J r . 

My Commission Expires: 

ft \-*:- . 

- ^ V " 

* : 

v •• 

N o t a r y P u b l i c , D a l l a s C o u h t y , Texas 

SI A i l . OF N-.:vV MK.XICO 
COUNTY OF l.KA 

FILED 

00 
00 

NOV 5 1984 

l*u: 



Corporate Royalty Joinder 

RATIFICATION AND JOINDER OF UNIT AGREEMENT 

In consideration of the execution of the Unit Agreement for the Develop­
ment and Operation of the Eunice Monument South Unit Area, County of Lea 
State of New Mexico, dated June 22, 1984, in form approved on behalf of the 
Secretary of the Interior and the State of New Mexico, the undersigned (whether 
one or more) hereby expressly joins said Unit Agreement and ratifies, approves, 
adopts, and confirms said Unit Agreement as fully as though the undersigned 
had executed the original agreement. 

This Ratification and Joinder shall be effective as to the undersigned's 
interests in any lands and leases, or interests therein, and royalties pres­
ently held or which may arise under existing option agreements or other 
interests in unitized substances, covering the lands within the Unit Area in 
which the undersigned may be found to have an oil or gas interest. 

This Ratification and Joinder of Unit Agreement shall be binding upon the 
undersigned, his, her or its heirs, devisees, executors, assigns or successors 
in interest. 

EXECUTED this l s t day Of November f 19 84 . 

UNION ETROLEUM CORPORATION 

By 
TTtT 

Address: 

n, Jr 
ident & 
anager 

Box Box 2120 
Houston, Texas 77001 

THE STATE OF TEXAS X 
COUNTY OF HARRIS X 

The foregoing instrument was acknowledged before me this 1st. 
day of November , 19 84 , by G.J. Wilson, Jr., Vice President & 
General Manager, for/of UNION TEXAS PETROLEUM CORPORATION, a Delaware" 
corporation, on behalf of said corporation. 

My commission expires: 

August 7?, 1Q«S 



I n d i v i d u a l Royalty Joinder 

RATIFICATION AND JOINDER OF UNIT AGREEMENT 

In consideration of the execution o f the Unit Agreement f o r the Develop­
ment and Operation of the Eunice Monument South Unit Area, County of 

Lea , State of New Mexico, dated June 22 , 
1984 , i n form approved on behalf of the Secretary of the I n t e r i o r and the 
State of New Mexico, the undersigned (whether one or more) hereby expressly j o i n s 
said Unit Agreement and r a t i f i e s , approves, adopts, and confirms said Unit Agree­
ment as f u l l y as though the undersigned had executed the o r i g i n a l agreement. 

This R a t i f i c a t i o n and Joinder s h a l l be e f f e c t i v e as to the undersigned's 
i n t e r e s t s i n any lands and leases, or i n t e r e s t s therein, and r o y a l t i e s pres­
e n t l y held or which may arise under e x i s t i n g option agreements or other 
i n t e r e s t s i n un i t i z e d substances, covering the lands w i t h i n the Unit Area i n 
which the undersigned may be found to have an o i l or gas i n t e r e s t . 

This R a t i f i c a t i o n and Joinder of Unit Agreement s h a l l be binding upon 
the undersigned, h i s , her or i t s h e i r s , devisees, executors, assigns or 
successors i n i n t e r e s t . 

EXECUTED t h i s day of , 19 

MAX W- COLL, I I 

Address : Box E E 

Santa Fe, NM 87502 

THE STATE OF ' * \ § 

COUNTY OF J t f f a § 



Individual Royalty Joinder 

RATIFICATION AND JOINDER OF UNIT AGREEMENT 

in consideration of the execution of the Unit Agreement for the Develop­
ment and Operation of the Eunice Monument South Unit Area, County of 

Lea , State of New Mexico, dated June 22 , 
1984 , i n form approved on behalf of the Secretary of the Interior and the 
State of New Mexico, the undersigned (whether one or more) hereby expressly joins 
said Unit Agreement and r a t i f i e s , approves, adopts, and confirms said Unit Agree­
ment as f u l l y as though the undersigned had executed the original agreement. 

This Ratification and Joinder shall be effective as to the undersigned's 
interests i n any lands and leases, or interests therein, and royalties pres­
ently held or which may arise under existing option agreements or other 
interests i n unitized substances, covering the lands within the Unit Area i n 
which the undersigned may be found to have an o i l or gas interest. 

This Ratification and Joinder of Unit Agreement shall be binding upon 
the undersigned, his, her or i t s heirs, devisees, executors, assigns or 
successors i n interest. 

EXECUTED this ' f / * X day of 22* C , 19 

T. A7~~PEDLEY, JR. 

Address: c/o Thomas J. Hayes 

2646 Chestnut Street 

San Francisco, CA 9412 3 

THE STATE OF ( j > ^ n e > J t ^ 

COUNTY OF J k ^ ^ § 

The foregoing instrument was acknowledged before me this 7 
day of / J ^ n ^ A ^ x 19 Ty f%y T. A. PEDLEY, JR., 4 1 

6-



Corporate Royalty Joinder 

RATIFICATION AND JOINDER OF UNIT AGREEMENT 

In consideration of the execution of the Unit Agreement for the Develop­
ment and Operation of the Eunice Monument South Unit Area, County of 

Lea , State of New Mexico, dated 
19 , in form approved on behalf of the Secretary of the Interior and the 
State of New Mexico, the undersigned (whether one or more) hereby expressly joins 
said Unit Agreement and ratifies, approves, adopts, and confirms said Unit Agree­
ment as fully as though the undersigned had executed the original agreement. 

This Ratification and Joinder shall be effective as to the undersigned's 
interests in any lands and leases, or interests therein, and royalties pres­
ently held or which may arise under existing option agreements or other 
interests in unitized substances, covering the lands within the Unit Area in 
which the undersigned may be found to have an o i l or gas interest. 

This Ratification and Joinder of Unit Agreement shall be binding upon 
the undersigned, his, her or its heirs, devisees, executors, assigns or 
successors in interest. /• 

-dav of 0 l^&U/ EXECUTED t h i s 19 

JESSIE CRUMP, Trustee of the 
JOE and JESSIE CRUMP Fund Acct. 2312 

DAVID C. BLEVINS, Trustee cf the 
JOE and JESSIE CRUMP.Fund Acct. 2312 

THE FORT WORTH NATIONAL BANK, TRUSTEE 
OF THE JOE AND JESSIE CRUMP FUND ACCT. 
2312 

By 40 
T i t l e : Vice President & Trust Officer 

Address: Fort Worth National Bank 

P. O. Box 2050 

Fort Worth, TX 76101 

THE STATE Cf /£&fcr § 

COUNTY OF/J,0#UrC S 

The foregoing instrument was acknowledged before me this j ^ - y^c > 
day of s~> rz.r- , 19 by i 11" ITPWP 

75^1/,7, S*~. 7Z~J t f o r / o f JOE and J E S S I E CRUMP Fund Acct . 2312 

My Cccmrission Expires: 

^ ^ BOSS Notary PuMlc 
ROYO O. W? 5 S 7 o f Texas 

•» ond ,0- ' I S5«I a-28"85 

M y commission E*P" 



Individual Royalty Joinder 

RATIFICATION AND JOINDER OF UNIT AGREEMENT 

In consideration of the execution of the Unit Agreement for the Develop­
ment and Operation of the Eunice Monument South Unit Area, County of 

Lea , State of New Mexico, dated 
19 , i n form approved on behalf of the Secretary of the Inte r i o r and the 
State of New Mexico, the undersigned (whether one or more) hereby expressly joins 
said Unit Agreement and r a t i f i e s , approves, adopts, and confirms said Unit Agree­
ment as f u l l y as though the undersigned had executed the original agreement. 

This Ratification and Joinder shall be effective as to the undersigned's 
interests i n any lands and leases, or interests therein, and royalties pres­
ently held or which may arise under existing option agreements or other 
interests i n unitized substances, covering the lands within the Unit Area i n 
which the undersigned may be found to have an o i l or gas interest. 

This Ratification and Joinder of Unit Agreement shall be binding upon 
the undersigned, his, her or i t s heirs, devisees, executors, assigns or 
successors i n interest. 

EXECUTED this l%k day of , 19%U_ 

IRENE FARDON GLAISTER 

Address : Fardon House, Frog Lane 

Milton-Under-Wynchwood 

Oxon, England 

TIIE STATE OF § 

§ 

The foregoing instrument was acknowledged before me th i s 
day of ^̂ fvVeKvW , 19&1- , by IRENE FARDON GLAISTER 

My Commssion Expires: 



THE STATE OF X 
BOOK 436 PAGE 881 

COUNTY OF DALLAS X 

The foregoing instrument was acknowledged before me this 29 t h 
day of Oc tobe r , 1984 , by Charles R. Cravens, J r . 

My Commission Expires: 

Stf.*^ •'. • •:., or : 

N o t a r y P u b l i c , D a l l a s C o u V t y , Texas 

STA IE OF NF.vV MFX1C0 
C O L M V OF l.i-A 

FILED 

NOV 5 1984 



y ti Corporate Royalty Joinder 

/bcoK 4 3 6 F ^ 680 38871 

RATIFICATION AND JOINDER OF UNIT AGREEMENT 

In consideration of the execution of the Unit Agreement for the Develop­
ment and Operation of the Eunice Monument South Unit Area, County of 

Lea , State of New Mexico, dated , 
» i n form approved on behalf of the Secretary of the Interior and the 

State of New Mexico, the undersigned (whether one or more) hereby expressly joins 
said Unit Agreement and ratifies, approves, adopts, and confirms said Unit Agree­
ment as fu l ly as though the undersigned had executed the original agreement. 

This Ratification and Joinder shall be effective as to the undersigned's 
interests in any lands and leases, or interests therein, and royalties pres­
ently held or which may arise under existing option agreements or other 
interests in unitized substances, covering the lands within the Unit Area in 
which the undersigned may be found to have an oil or gas interest. 

This Ratification and Joinder of Unit Agreement shall be binding upon 
the undersigned, his, her or its heirs, devisees, executors, assigns or 
successors in interest. 

EXECUTED this lltk day of ( U M ^ 19rf . 

MARY M. HORNE TRUST, Mary H. Hodg/ 
Co-Truste/ J 

MARY M. HORNE TRUST, jZharles R.Cravens, 
Jr. Co-Trustee 

Address: 2540 Walnut Hill Lane 

Suite 276 South 

Dallas, Texas 75229 

THE STATE OF Arv^s X 

COUNTY OF D « J U s X 

The foregoing instrument was acknowledged before me this /~~7 — 
day of r'- JZZr? > 19 , by Mary H. Hodge 
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APPROVALS AND STATUTORY UNITIZATION ORDER 

UNITED STATES DEPARTMENT OF THE INTERIOR 
BUREAU OF LAND MANAGEMENT 

STATE OF NEW MEXICO 
COMMISSIONER OF PUBLIC LANDS 

OIL AND GAS DIVISION 

STATE OF NEW MEXICO 
ENERGY AND MINERALS DEPARTMENT 

OIL CONSERVATION DIVISION 



EUNICE MONUMENT SOUTH UNIT 

LEA COUNTY, NEW MEXICO 

CERTIFICATE OF EFFECTIVENESS 

Pursuant t o the p r o v i s i o n s of the U n i t Agreement f o r the 
Eunice Monument South U n i t , i n Lea County, New Mexico, sai d 
agreement being dated June 22, 1984, and recorded i n Book 440, a t 
Page 607, of the Miscellaneous Records o f said county, Gulf O i l 
Corporation, as Un i t Operator, hereby c e r t i f i e s as f o l l o w s : 

(a) S t a t u t o r y u n i t i z a t i o n upon the terms and 
co n d i t i o n s of said U n i t Agreement and the Un i t 
Operating Agreement f o r said u n i t was approved and 
ordered by the O i l Conservation Commission o f 
New Mexico on December 27, 1984, by Order No. 
R-7765 i n Case No. 8397 heard on November 7 and 8, 
1984. 

(b) The said U n i t Agreement became e f f e c t i v e i n 
accordance w i t h i t s terms on February 1, 1985, 
which date i s the E f f e c t i v e Date as defined i n 
said agreement. 

(c) The said U n i t covers the f o l l o w i n g lands as t o the 
u n i t i z e d formation: 

TOWNSHIP 20 SOUTH, RANGE 36 EAST, N.M.P.M. 
Section 25: A l l 
Section 36: A l l 

TOWNSHIP 20 SOUTH, RANGE 37 EAST, N.M.P.M. 
Section 30: S/2, S/2N/2, NE/4NW/4 and NW/4NE/4 
Section 31 : A l l 
Section 32: A l l 

TOWNSHIP 21 SOUTH, RANGE 36 EAST, N.M.P.M. 
Section 2 : S/2S/2 
Section 3 : Lots 3, 4, 5, 

and S/2 
Section 4 through 11: A l l 
Section 12 : W/2SW/4 
Section 13 : NW/4NW/4 
Section 14 through 18 : A l l 
Section 21 : N/2 and N/2S/2 
Section 22 : N/2 and N/2S/2 

6, 11, 12, 13, and 14 

IN WITNESS WHEREOF, t h i s c e r t i f i c a t e i s executed t h i s /o j 
day of February, 1985. 

GULF OIL CORPORATION, as Un i t 
Operator of the Eunice 
Monument South U n i t 

By:<££*w*fe» jy^.&r* 
A t t o r n e y - i n - F a c t 
L. A. TURNER 

STATE OF TEXAS § 

COUNTY OF MIDLAND § 

The foregoing instrument was acknowledged before me t h i s 
day of February, 1985 , by L.A, TURNER 

Attorney i n Fact f o r GULF OIL CORPORATION, a Pennsylvania 
c o r p o r a t i o n , on behalf of the c o r p o r a t i o n . 

My Commission Expires: 

Totary Public i n and f o r 
Midland County, Texas 



> ion 

IN REPLY 
REFER TO: 

NM061P35-85U494 

United States Department of the Interior 
BUREAU OF LAND MANAGEMENT 

Roswell District Office 
P. O. Box 1397 

Roswell, New Mexico 88201 

November 6, 1984 

Gulf O i l Explorat ion and Production Company 
Attention: Ray Vaden 
P.O. Drawer 1150 
Midland, TX 79702 

Gentlemen: 

One approved copy of the Eunice Monument South Unit Agreement, Lea County, New 

Mexico, is enclosed. The agreement has been assigned No. NM061P35-85U494. 

Approval of the agreement is subject to approval of statutory u n i t i z a t i o n by 

the NMOCD. The agreement w i l l become effe c t i v e the f i r s t day of the month 

following the date of approval by the BLM, NMOCD, and the Commission pursuant 

to section 24 of the u n i t agreement. 

Sincerely yours, 

D i s t r i c t Manager 

L . • -5 

Enclosure 



State of New Mexico 

JIM BACA 
COMMISSIONER 

Commissioner P.O.BOX 114* 

November 6, 1984 
SANTA FE. NEW MEXICO 87504-114* 

Express Hai l D*l iv . - ry Use» 

310 Old Santa Fe T r a i l 

Gulf Oil Exploration and Production Co. Santa Ft, New Mexico 87501 

P. 0. Box 1150 
Midland, Texas 79702 

Re: Eunice Monument South Unit 
Lea County, New Mexico 

ATTENTION: Mr. Ray M. Vaden 

Gentlemen: 

The Commissioner of Public Lands has t h i s date granted f i n a l approval 
to the Eunice Monument South Unit Area, Lea County, New Mexico, along with 
your I n i t i a l Plan of Operation. Our approval i s subject to l i k e approval 
by the Bureau of Land Management and the New Mexico O i l Conservation D i v i s ­
ion. 

Our approval i s given with the understanding that you w i l l obtain the 
New Mexico O i l Conservation Division's approval of Statuatory Unit i z a t i o n 
w i t h i n a reasonable time. 

Enclosed are Five (5) Certificates of Approval. 

Your f i l i n g fee i n the amount of $720.00 has been received. 

Very t r u l y yours, 

JIM BACA 

RAY D. GRAHAM, Director 
O i l and Gas Division 
AC 505/827-5744 

JB/RDG/pm 
ends. 

cc: OCD-Santa Fe, New Mexico 
BLM-Albuquerque, New Mexico 
BLM-Roswell, New Mexico 



NEW MEXICO STATE LAND OFFICE 

CERTIFICATE OF APPROVAL 

COMMISSIONER OF PUBLIC LANDS, STATE OF NEW MEXICO 

EUNICE MONUMENT SOUTH UNIT 

LEA COUNTY, NEW MEXICO 

There having been presented to the undersigned Commissioner of Public Lands 
of the State of New Mexico fo r examination,the attached Agreement for the de­
velopment and operation of acreage which i s described w i t h i n the attached Agree­
ment, dated June 22, 1984 , which has been executed, or i s 
to be executed by parties owning and holding o i l and gas leases and roy a l t y i n ­
terests i n and under the property described, and upon examination of said Agree­
ment, the Commissioner finds: 

(a) That such agreement w i l l tend to promote the conservation 
of o i l and gas and the better u t i l i z a t i o n of reservoir 
energy i n said area. 

(b) That under the proposed agreement, the State of New Mexico 
w i l l receive i t s f a i r share of the recoverable o i l or gas 
i n place under i t s lands i n the area. 

(c) That each beneficiary I n s t i t u t i o n of the State of New 
Mexico w i l l receive i t s f a i r and equitable share of the 
recoverable o i l and gas under i t s lands w i t h i n the area. 

(d) That such agreement i s i n other respects for the best 
interests of the State, with respect to state lands. 

N0V7, THEREFORE, by v i r t u e of the authority conferred upon me under Sections 
19-10-45, 19-10-46, 19-10-47, New Mexico Statutes Annotated, 1978 Compilation, 
I , the undersigned, Commissioner of Public Lands of the State of New Mexico, 
fo r the purpose of more properly conserving the o i l and gas resources of the 
State, do hereby consent to and approve the said Agreement, and any leases 
embracing lands of the State of New Mexico w i t h i n the area s h a l l be and the 
same are hereby amended to conform w i t h the terms thereof, and sh a l l remain 
i n f u l l force and ef f e c t according to the terms and conditions of said Agree­
ment. This approval i s subject to a l l of the provibions of the aforesaid 
statutes. 

IN WITNESS WHEREOF, thi s C e r t i f i c a t e of Approval i s executed, with seal 
a f f i x e d , t h i s 6th flay of November > 19 fl£ 

COMMISSIONER OF PUBLIC LANDS 
of the State of New Mexico 



^ -^ -y STATE OF NEW MEXICO 

<; 'i ENERGY AND MINERALS DEPARTMENT 
' • • : v ^ OIL CONSERVATION DIVISION 

C E R T I F I C A T E 

uuvtMMUH STATE LAND OFFICE BUILDING 

TO WHOM IT MAY CONCERN: "NTA(^f&£58TO 8 7 5 0 1 

I f R. L. STAMETS, D i r e c t o r o f the O i l Conservation D i v i s i o n 
o f the New Mexico Energy and Minerals Department, do hereby 
c e r t i f y t h a t the attached i s a t r u e and c o r r e c t copy of the 
Nunc Pro Tunc order issued i n Case No. 8397, Order No. R-7765 
taken from the o f f i c i a l records of^thts—agency. 

L. STAMETS, D i r e c t o r 

December 28, 1984 

STATE OF NEW MEXICO ) 
) ss. 

COUNTY OF SANTA FE ) 

The foregoing instrument was acknowledged before me t h i s 
28th day of December, 1984 

Notary P u b l i c 
My Commission Expires: 

October 28, 1985 



DEPARTMENT OF ENERGY AND MINERALS 
OIL CONSERVATION COMMISSION 

IN THE MATTER OF THE HEARING 
CALLED BY THE OIL CONSERVATION 
COMMISSION FOR THE PURPOSE OF 
CONSIDERING: 

CASE NO. 8397 
Order No. R-7765-A 

APPLICATION OF GULF OIL CORPORATION 
FOR STATUTORY UNITIZATION, EUNICE 
MONUMENT SOUTH UNIT, LEA COUNTY, 
NEW MEXICO. 

NUNC PRO TUNC 

3Y THE COMMISSION: 

I t appearing t o the Commission t h a t Order No. R-7765 , 
dated December 27, 1984, does not c o r r e c t l y s t a t e the intended 
order of the Commission due to er r o r , 

IT IS THEREFORE ORDERED THAT: 

(1) Ordering Paragraph (2) on Pages 8 and 9 of Commission 
Order No. R-7765, Case No. 8397 , be and the same i s hereby 
corrected t o read i n i t s e n t i r e t y as fo l l o w s : 

"(2) The lands included w i t h i n the Eunice Monument 
South Unit Area s h a l l comprise: 

TOWNSHIP 20 SOUTH, RANGE 36 EAST, NMPM 
Section 25: A l l 
Section 36: A l l 

TOWNSHIP 20 SOUTH, RANGE 37 EAST, NMPM 
Section 30: S/2, S/2 N/2, NE/4 NW/4, and 

NW/4 NE/4 
Section 31: A l l 
Section 32: A l l 

TOWNSHIP 21 SOUTH, RANGE 36 EAST, NMPM 
Section 2: S/2 S/2 
Section 3: Lots 3, 4, 5, 6, 11, 12, 13, 

and 14 and S/2 
Section 4 through 11: A l l 
Section 12: W/2~SW/4 
Section 13: NW/4 NW/4 
Sections 14 through 18: A l l 
Section 21: N/2 and N/2 S/2 
Section 22: N/2 and N/2 S/2 



-2-
Case Nc. 8397 
Order No. R-7765-A 

and that the above described lands s h a l l be designated as 
the Eunice Monument South Unit Area." 

(2) The corrections set f o r t h i n t h i s order be entered 
nunc pro tunc as of December 27, 1984. 

DONE at Santa Fe, New Mexico, on t h i s 28th cay of 
December, 1984. 

STATE OF NEW MEXICO 
OIL CONSERVATION COMMISSION 

JIM BACA, Member 

R. L. STAMETS, Chairman 
and Secretary 

S E A L 

dr/ 



STATE OF NEW MEXICO 

ENERGY AND MINERALS DEPARTMENT 
\^__ / OIL CONSERVATION DIVISION 

T 0 N

G 0

E ^ A Y A C E R T I F I C A T E s u ? S S N G 

SANTA FE. NEW MEXICO 87501 
(505) 827-5800 

TO WHOM IT MAY CONCERN: 

I , R. L. STAMETS, D i r e c t o r of the O i l Conservation 
D i v i s i o n of the New Mexico Energy and Minerals Department, 
do hereby c e r t i f y t h a t the attached i s a t r u e and c o r r e c t 
copy of Order No. R-7765 issued i n Case No. 8397, Gulf O i l 
Corporation f o r S t a t u t o r y U n i t i z a t i o n , Eunice Monument 

) ss. 
COUNTY OF SANTA FE ) 

The foregoing instrument was acknowledged before me 
this 27th day of December, 1984Jj 

*i e\ A 
NOTARY PUBLIC 

My Commission Expires: 

October 28, 1985 
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STATE OF NEW MEXICO 
DEPARTMENT OF ENERGY AND MINERALS 

OIL CONSERVATION COMMISSION 

IN THE MATTER CF THE HEARING 
CALLED BY THE OIL CONSERVATION 
COMMISSION FOR THE PURPOSE OF 
CONSIDERING: 

CASE No. 8397 
Order No. R-7765 

APPLICATION OF GULF OIL CORPORATION 
FOR STATUTORY UNITIZATION, EUNICE 
MONUMENT SOUTH UNIT, LEA COUNTY, 
NEW MEXICO. 

ORDER OF THE COMMISSION 

BY THE COMMISSION: 

This case came on f o r hearing at 9:00 A.M. cn November 
7, 1984, at Santa Fe, New Mexico, before the O i l 
Conservation Commission of New Mexico, h e r e i n a f t e r r e f e r r e d 
t o as the "Commission". 

NOW, on t h i s 27th day of December, 1984 , the 
Commission, a quorum having been present, having considered 
the testimony and the record and being otherwise f u l l y 
advised i n the premises: 

FINDS THAT: 

(1) Due pu b l i c notice has been given as required by 
law, the Commission has j u r i s d i c t i o n of t h i s cause and the 
subject matter thereof. 

(2) The appl i c a n t , Gulf O i l Corporation ( h e r e i n a f t e r 
c a l l e d G u l f ) , seeks the s t a t u t o r y u n i t i z a t i o n , pursuant to 
the "Statutory U n i t i z a t i o n Act," Sections 70-7-1 through 
70-7-21, NKSA-1978, of 14,189.84 acres, more or les s , being 
a p o r t i o n of the Eunice Monument Pool, Lea County, New 
Mexico, as more s p e c i f i c a l l y defined i n Commission Case 
8397, said p o r t i o n t o be known as the Eunice Monument South 
Uni t ; t h a t applicant f u r t h e r seeks approval of the Unit 
Agreement and the Unit Operating Agreement which were 
submitted i n evidence as Gulf's E x h i b i t s Nos. 3 and 4. 
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(3) The proposed u n i t area should be designated the 
Eunice Monument South Unit Area, ( h e r e i n a f t e r c a l l e d u n i t ) 
and the h o r i z o n t a l l i m i t s of said u n i t area should be 
comprised of the f o l l o w i n g described lands: 

TOWNSHIP 20 SOUTH, RANGE 36 EAST, NMPM 

Section 25: A l l 
Section 36: A l l 

TOWNSHIP 20 SOUTH, RANGE 3 7 EAST, NMPM 

Section 30: S/2, S/2 N/2, NE/4 NW/4 and NW/4 
NE/4 

Section 31: A l l 
Section 32: A l l 

TOWNSHIP 21 SOUTH, RANGE 3 6 EAST, NMPM 

Section .2: S/2 S/2 
Section 3: Lots 3, 4, 5, 6, 11, 12, 13, and 14 

• and S/2 
Section 4 through 11: A l l 
Section 12: W/2 SW/4 
Section 13: NW/4 NW/4 
Section 14 through 18: A l l 
Section 21: N/2 and N/2 S/2 
Section 22: N/2 and N/2 S/2 

(4) The subject Commission Case 8397 was consolidated 
f o r hearing w i t h Commission Cases 8398 and 8399. 

(5) Said u n i t has been approved by the Bureau of Land 
Management and the Commissioner of Public Lands of the 
State of New Mexico subject to the approval of s t a t u t o r y 
u n i t i z a t i o n by the O i l Conservation Commission. 

(6) No i n t e r e s t e d p a r t y has opposed the h o r i z o n t a l 
l i m i t s of the said u n i t . 

(7) The h o r i z o n t a l l i m i t s of said u n i t are reasonably 
defined by development and have a reasonable geologic 
r e l a t i o n s h i p t o the proposed u n i t i z e d formations. 

(8) The v e r t i c a l l i m i t s of said u n i t should comprise 
t h a t i n t e r v a l underlying the u n i t area, the v e r t i c a l l i m i t s 
of which extend from an upper l i m i t described at 100 feet 
below mean sea l e v e l or at the top of the Grayburg 
formation, whichever i s higher, t o a lower l i m i t at the 
base of the San Andres formation; the geologic markers 
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having been p r e v i o u s l y found t o occur a t 3,666 f e e t and 
5,283 f e e t , r e s p e c t i v e l y , i n C o n t i n e n t a l O i l Company's 
Meyer B-4 Well No. 23 (located a t 660 f e e t from the South 
l i n e and 1,980 f e e t from the East l i n e of Section 4, 
Township 21 South, Range 3 6 East, Lea County, New Mexico) 
and as recorded on the Welex Acoustic V e l o c i t y Log taken on 
October 30, 1962, said log being measured from a k e l l y 
d r i v e bushing e l e v a t i o n of 3,595 f e e t above sea l e v e l . 

(9) The establishment of sai d v e r t i c a l l i m i t s 
r e q u i r e s the amendment of the v e r t i c a l l i m i t s o f the Eumont 
Gas Pool and the Eunice Monument Pool under the u n i t area 
as i s the subject of Commission Case 8399 and Order No. 
R-7767. 

(10) The " u n i t i z e d formation" w i l l i n c l u d e the e n t i r e 
o i l column under the u n i t area p e r m i t t i n g the e f f i c i e n t and 
e f f e c t i v e recovery of secondary o i l t h e r e f r o m . 

(11) No i n t e r e s t e d p a r t y has o b j e c t e d t o the v e r t i c a l 
i n t e r v a l proposed t o be u n i t i z e d . 

(12) The u n i t area contains 101 separate t r a c t s owned 
by 41 d i f f e r e n t working i n t e r e s t s . 

(13) As of the date of the h e a r i n g , over 90 percent of 
working i n t e r e s t owners and r o y a l t y i n t e r e s t owners were 
e f f e c t i v e l y committed t o the u n i t . 

(14) Gulf proposes t o i n s t i t u t e a w a t e r f l o o d p r o j e c t 
f o r the secondary recovery of o i l and associated gas, 
condensate, and a l l associated l i q u i f i a b l e hydrocarbons 
w i t h i n and t o be produced from the proposed u n i t area, a l l 
as shown i n Commission Case 8398. 

(15) A t e c h n i c a l committee was formed by the owners 
w i t h i n the proposed u n i t t o evaluate aspects of u n i t i z a t i o n 
and o p e r a t i o n of the proposed secondary recovery operation 
( w a t e r f l o o d ) . 

(16) The t e c h n i c a l committee concluded t h a t the 
probable range of recovery from the proposed w a t e r f l o o d i s 
frcm 25 percent to 100 percent of u l t i m a t e primary 
pro d u c t i o n . 

(17) Said committee f u r t h e r concluded t h a t based upon 
response t o w a t e r f l o o d i n g i n s i m i l a r r e s e r v o i r s , 48 percent 
of u l t i m a t e primary or 64.2 m i l l i o n b a r r e l s of a d d i t i o n a l 
(secondary) o i l would be recovered by i n s t i t u t i o n of the 
proposed w a t e r f l o o d . 
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(18) The u n i t i z e d management, op e r a t i o n , and f u r t h e r 
development of the u n i t , as proposed, i s reasonable and 
necessary t o e f f e c t i v e l y and e f f i c i e n t l y carry on secondary 
recovery operations and w i l l s u b s t a n t i a l l y increase the 
u l t i m a t e recovery of o i l and gas from the u n i t i z e d 
f o r m a t i o n s . 

(19) The proposed u n i t i z e d method of op e r a t i o n as 
a p p l i e d t o the Unit Area i s f e a s i b l e and w i l l r e s u l t w i t h 
reasonable p r o b a b i l i t y i n the increased recovery o f 
s u b s t a n t i a l l y more o i l from the u n i t i z e d p o r t i o n o f the 
pool than would otherwise be recovered without u n i t i z a t i o n . 

(20) The estimated a d d i t i o n a l investment costs c f the 
proposed supplemental recovery operations are $60.6 
m i l l i o n . 

(21) The a d d i t i o n a l recovery t o be derived from the 
proposed supplemental recovery operations w i l l have a 
r e s u l t a n t net p r o f i t a b i l i t y over the a f o r e s a i d a d d i t i o n a l 
costs and a f t e r taxes of $1,186 b i l l i o n w i t h u n i t i z e d water 
f l o o d i n g versus $226.7 m i l l i o n w i t h o u t u n i t i z e d 
w a t e r f l o o d i n g . 

(22) The estimated a d d i t i o n a l costs of the proposed 
operations (as described i n F i n d i n g No. (18) above) w i l l 
not exceed the estimated value of the a d d i t i o n a l o i l and 
gas (as described i n F i n d i n g No. (19) above) plus a 
reasonable p r o f i t . 

(23) The a p p l i c a n t , the designated u n i t o perator, 
pursuant t o the Unit Agreement and -the Unit Operating 
Agreement, has made a good f a i t h e f f o r t t o secure v o l u n t a r y 
u n i t i z a t i o n w i t h i n the u n i t area. 

(24) Bruce Wilbanks and other i n t e r e s t owners i n U n i t 
T r a c t 55, have declined t o v o l u n t a r i l y j o i n the u n i t . 

(25) Exxon Company, USA, ( h e r e i n a f t e r "Exxon") has 
de c l i n e d to v o l u n t a r i l y j o i n the u n i t and has opposed the 
a p p l i c a t i o n of Gulf i n t h i s case on the basis t h a t the 
p a r t i c i p a t i o n formula contained i n the Unit Agreement f a i l s 
t o give s u f f i c i e n t weight t o the cumulative o i l production 
and f u r t h e r t h a t the method of p r o v i d i n g a wellbore 
c o n t r i b u t i o n i n c e n t i v e i s not t o Exxon's economic 
advantage. 

(26) Exxon has a working i n t e r e s t of 4.86% of the u n i t 
v h i c h c o n s i s t s of 100% working i n t e r e s t i n Unit Tracts 12, 
37, 88, 90 and a 50% working i n t e r e s t i n Unit Tract 89. 
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(27) The p a r t i c i p a t i o n formula proposed a l l o c a t e s u n i t 
p r o d u c t i o n t o the various t r a c t s i n accordance w i t h the 
f o l l o w i n g : 

T r act P a r t i c i p a t i o n = 50% A/B + 40% C/D + 10% E/F 

Where: 

A = the t r a c t cumulative o i l p r o d u c t i o n from the 
u n i t i z e d .formation as o f September 30 , 1982 . 

B = the u n i t t o t a l cumulative o i l production from 
the u n i t i z e d formation as of September 30, 1982. 

C = the remaining primary o i l reserves from the 
u n i t i z e d formation f o r the t r a c t , beginning 
October 1, 1982, as determined by the Technical 
Committee on February 25, 1983. 

D = the remaining primary o i l reserves frcm the 
u n i t i z e d formation f o r a l l u n i t t r a c t s , beginning 
October 1, 1982, as determined by the Technical 
Committee on February 25, 1983. 

E = the amount of o i l produced from the u n i t i z e d 
formation by the t r a c t from January 1, 1982, 
through September 30, 1982. 

F = the amount of o i l produced frcm the u n i t i z e d 
formation by a l l u n i t t r a c t s from January 1, 
1982, through September 30, 1982. 

(28) The proposed formula does not take i n t o account 
c a l c u l a t i o n s of estimated secondary production from each 
t r a c t i n t h a t i n s u f f i c i e n t cores, w e l l logs, and r e s e r v o i r 
data are nor a v a i l a b l e t o make such c a l c u l a t i o n s . 

(29) The proposed formula does give s u b s t a n t i a l weight 
t o remaining primary reserves i n t h a t such reserves can be 
measured, t h a t the owners of such reserves have agreed t o 
the terms and c o n d i t i o n s of the u n i t and w i l l be d e f e r r i n g 
income therefrom t o support the costs and r i s k s of 
implementing secondary recovery operations i n the u n i t . 

(30) The proposed a l l o c a t i o n formula dees give owners 
withour remaining primary reserves or w i t h very low volumes 
of remaining primary reserves, such as Exxon, a 
d i s p r o p o r t i o n a t e l y large share of the income from the 
production of remaining primary p r o d u c t i o n during the e a r l y 
l i f e c f the p r o j e c t . 
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(31) During u n i t n e g o t i a t i o n s , a c u t o f f date must be 
e s t a b l i s h e d i n order t o make necessary c a l c u l a t i o n s o f the 
a l l o c a t i o n of u n i t costs and b e n e f i t s . 

(32) The adoption of the September 30, 1982, date i n 
the subject case was necessary f o r such c a l c u l a t i o n s and i s 
not unreasonable. 

(33) Giving c o n s i d e r a t i o n t o the l a c k o f t e c h n i c a l 
data f o r estimates of secondary recovery, the r e a l l o c a t i o n 
of primary p r o d u c t i o n i n the e a r l y l i f e of the u n i t , the 
g r e a t e r r i s k being accepted by the owners of remaining 
primary reserves and the reasonableness of the September 
30, 1982, c u t o f f date; the proposed p a r t i c i p a t i o n formula 
w i l l a l l o c a t e u n i t p roduction cn a f a i r , reasonable, and 
e q u i t a b l e basis d u r i n g the period t h a t the estimated 64.2 
m i l l i o n b a r r e l s of secondary o i l i s produced. 

(34) During s a i d p e r i o d , i t i s expected t h a t the u n i t 
operator w i l l develop r e s e r v o i r data from cores, w e l l logs, 
t e s t s and production which might be used t o b e t t e r a l l o c a t e 
p r o d u c t i o n t o the u n i t d u r i n g any p e r i o d o f recovery of 
secondary and t e r t i a r y o i l i n excess of 64.2 m i l l i o n 
b a r r e l s . 

(35) The proposed formula should not apply t o the 
a l l o c a t i o n of secondary or t e r t i a r y o i l p r o d u c t i o n i n 
excess of a t o t a l of 64.2 m i l l i o n b a r r e l s . 

(36) Before d i s t r i b u t i n g the proceeds from p r o d u c t i o n 
of such o i l i n excess of 64.2 m i l l i o n b a r r e l s , the u n i t 
operator should be r e q u i r e d t o appear and demonstrate t h a t 
the formula approved by t h i s order continues t o a l l o c a t e 
proceeds from u n i t operations i n a f a i r and e q u i t a b l e 
manner or, i n the a l t e r n a t i v e , present a new a l l o c a t i o n 
formula prepared on the basis of new and/or enhanced 
r e s e r v o i r data which new formula b e t t e r a l l o c a t e s s a i d 
proceeds. 

(37) Gulf proposed a Wellbore Assessment Method i n the 
U n i t Operating Agreement as an i n c e n t i v e t o encourage the 
working i n t e r e s t owners i n the u n i t t o c o n t r i b u t e the 
maximum number of e x i s t i n g useable wellbores t o the u n i t . 

(38) This assessment method, though not common, i s 
used i n other u n i t agreements. 

(39) Any p r o r a t i o n u n i t w i t h i n the u n i t which i s t o 
p a r t i c i p a t e i n the proposed waterflood o p e r a t i o n must have 
a wellbore useable f o r production or i n j e c t i o n i n the 
u n i t i z e d i n t e r v a l . 
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(40) I t i s not unreasonable t o penalize the owners of 
p r o r a t i o n u n i t s upon which there i s no such w e l l b o r e and 
upon which the u n i t operator must d r i l l a w e l l . 

(41) The proposed method of wellbore assessment i s 
f a i r and reasonable. 

(42) Exxon admits t h a t each of i t s t r a c t s i s s t i l l 
reasonably p r o f i t a b l e should the Commission approve the 
p a r t i c i p a t i o n formula and the wellbore assessment method 
proposed by Gulf as u n i t operator. 

(43) U n i t i z a t i o n and the adoption of the proposed 
u n i t i z e d method of o p e r a t i o n w i l l b e n e f i t the working 
i n t e r e s t owners and r o y a l t y owners of the o i l and gas 
r i g h t s w i t h i n the u n i t area. 

(44) The Eunice Monument South Unit Agreement and Unit 
Operating Agreement provide f o r u n i t i z a t i o n and u n i t 
o p e r a t i o n of the u n i t area upon terms and c o n d i t i o n s t h a t 
are f a i r , reasonable and e q u i t a b l e and which i n c l u d e : 

(a) an a l l o c a t i o n t o the separately owned t r a c t s 
i n the u n i t area of a l l o i l and gas t h a t i s produced from 
the u n i t area and which i s saved, being the p r o d u c t i o n t h a t 
i s not used i n the conduct of u n i t operations or not 
unavoidably l o s t ; 

(b) a p r o v i s i o n f o r the c r e d i t s and charges t o 
be made i n the adjustment among the owners i n the u n i t area 
f o r t h e i r r e s p e c t i v e investments i n w e l l s , tanks, pumps, 
machinery, m a t e r i a l s and equipment c o n t r i b u t e d t o the u n i t 
operations; 

(c) a p r o v i s i o n governing how the costs o f u n i t 
o p e rations, i n c l u d i n g c a p i t a l investments, s h a l l be 
determined and charged t o the separately owned t r a c t s and 
how said costs s h a l l be p a i d , i n c l u d i n g a p r o v i s i o n 
p r o v i d i n g when, how, and by whom, the u n i r p r o d u c t i o n 
a l l o c a t e d to an owner who does not pay h i s share of the 
costs of u n i t operations s h a l l be charged t o such owners, 
of the i n t e r e s t of such owners, and how h i s i n t e r e s t may be 
s o l d and the proceeds ap p l i e d to the payment of h i s costs; 

(d) a p r o v i s i o n f o r c a r r y i n g any working 
i n t e r e s t owner on a l i m i t e d , c a r r i e d or n e t - p r o f i t s b a s i s , 
payable cut of p r o d u c t i o n , upon such terms and c o n d i t i o n s 
which are j u s t and reasonable, and which a l l o w an 
appropriate charge f o r i n t e r e s t f o r such service payable 
cut of production, upon such terms and c o n d i t i o n s 
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determined by the Commission t o be j u s t and reasonable, and 
al l o w i n g an app r o p r i a t e charge f o r i n t e r e s t f o r such 
service payable out o f such owner's share of p r o d u c t i o n , 
p r o v i d i n g t h a t any nonconsenting working i n t e r e s t owner 
being so c a r r i e d s h a l l be deemed t o have r e l i n q u i s h e d t o 
the u n i t operator a l l of h i s operating r i g h t s and working 
i n t e r e s t s i n and t o the u n i t u n t i l h i s share o f the co s t s , 
service charge and i n t e r e s t are re p a i d t o the U n i t 
Operator; 

(e) a p r o v i s i o n designating the u n i t o perator 
and p r o v i d i n g f o r the sup e r v i s i o n and conduct o f the u n i t 
o p e rations, i n c l u d i n g the s e l e c t i o n , removal or 
s u b s t i t u t i o n of an operator from among the working i n t e r e s t 
owners t o conduct the u n i t operations; 

( f ) a p r o v i s i o n f o r a v o t i n g procedure f o r the 
de c i s i o n of matters t o be decided by the working i n t e r e s t 
owners i n respect t o which each working i n t e r e s t owner 
s h a l l have a v o t i n g i n t e r e s t equal t o h i s u n i t 
p a r t i c i p a t i o n ; and 

(g) the time when the u n i t o p e r a t i o n s h a l l 
commence and the manner i n which, and the circumstances 
under which, the operations s h a l l terminate and f o r the 
settlement of accounts upon such t e r m i n a t i o n ; 

(45) The s t a t u t o r y u n i t i z a t i o n of the Eunice Monument 
South Uni t Area i s i n conformity w i t h the above f i n d i n g s , 
and w i l l prevent waste and p r o t e c t the c o r r e l a t i v e r i g h t s 
of a l l owners of i n t e r e s t w i t h i n the proposed u n i t area, 
and should be approved. 

IT IS THEREFORE ORDERED THAT: 

(1) The Eunice Monument South U n i t Area, comprising 
14, 189.84 acres, more or l e s s , i n the Eunice Monument O i l 
Pool, as amended by Order R-7767, Lea County, New Mexico, 
i s hereby approved e f f e c t i v e December 1, 1984, f o r 
s t a t u t o r y u n i t i z a t i o n pursuant to the S t a t u t o r y U n i t i z a t i o n 
Act, Sections 70-7-1 through 70-7-21 NMSA 1978. 

(2) The lands i n c l u d e d w i t h i n the Eunice Monument 
South Unit Area s h a l l comprise: 

TOWNSHIP 20 SOUTH, RANGE 26 EAST, NMPM 

Section 25: A l l 
Section 36: A l l 
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TOWNSHIP 20 SOUTH, RANGE 37 EAST, NMPM 

Section 30: S/2, S/2 N/2, NE/4 NW/4, and NW/4 
NE/4 

Section 31: A i l 
Section 32: A l l 

TOWNSHIP 21 SOUTH, RANGE 36 EAST, NMPM 

Section "2: S/2 S/2 
Section 3: Lots 3, 4, 5, 6, 11, 12, 13, and 14 

and S/2 
Section 4 through 11: A l l 
Section 12: W/2 SW/4 
Section 13: NW/4 NW/4 
Sections 14 through 18: A l l 
Section 21: N/2 and N/2 S/2 
Section 22: N/2 and N/2 S/2 

and t h a t the above described lands s h a l l be designated as 
the Eunice Monument South U n i t Area. 

(3) The v e r t i c a l l i m i t s c f said u n i t s h a l l comprise 
t h a t i n t e r v a l u n d e r l y i n g the u n i t area, the v e r t i c a l l i m i t s 
of which extend from an upper l i m i t described as 100 f e e t 
below mean sea l e v e l or a t the top of the Grayburg 
formation, whichever i s hi g h e r , t o a lower l i m i t a t the 
base of the San Andres form a t i o n ; the geologic markers 
having been p r e v i o u s l y found t o occur a t 3,666 f e e t and 
5,283 f e e t , r e s p e c t i v e l y , i n Continental O i l Company's 
Meyer E-4 Well No. 23 (l o c a t e d at 660 f e e t from the South 
l i n e and 1 ,980 f e e t from the East l i n e of Section 4, 
Township 21 South, Range 36 East, Lea County, New Mexicc) 
and as recorded on the Welex Acoustic V e l o c i t y Log taken on 
October 30 , 1962,'said l o g being measured frcm a k e l l y 
d r i v e bushing e l e v a t i o n of 3,595 f e e t above sea l e v e l . 

(4) The a p p l i c a n t i s hereby authorized t o i n s t i t u t e a 
secondary recovery p r o j e c t f o r the recovery of o i l and a l l 
associated and c o n s t i t u e n t l i q u i d or l i q u i f i e d hydrocarbons 
w i t h i n the u n i t area, pursuant to the p r o v i s i o n s set f o r t h 
i n Commission Order No. R-7766. 

(5) The Eunice Monument South Unit Agreement and the 
Eunice Monument South Un i t Operating Agreement presented by 
the applicant as E x h i b i t s 3 and 4, r e s p e c t i v e l y , i n t h i s 
case are hereby i n c o r p o r a t e d by reference i n t o t h i s order. 

(6) The Eunice Monument South Unit Agreement and the 
Eunice Monument U n i t Operating Agreement provide f o r 
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u n i t i z a t i o n and u n i t o p e r a t i o n o f the subject p o r t i o n of 
the Eunice Monument Pool upon terms and c o n d i t i o n s t h a t are 
f a i r , reasonable and e q u i t a b l e and i n c l u d e : 

an a l l o c a t i o n t o the separately owned t r a c t s i n 
i n the u n i t area of a l l the o i l and gas t h a t i s 
produced from the u n i t area and i s saved, being the 
production t h a t i s not used i n the conduct of 
operations on the u n i t area or not unavoidably l o s t ; 

a p r o v i s i o n f o r the c r e d i t s and charges t o be 
made i n the adjustment among the owners i n the u n i t 
area f o r t h e i r r e s p e c t i v e investments i n w e l l s , tanks, 
pumps, machinery, m a t e r i a l s and equipment c o n t r i b u t e d 
t o the u n i t o p erations; 

a p r o v i s i o n f o r governing how the costs of u n i t 
operations i n c l u d i n g c a p i t a l investments s h a l l be 
determined and charged t o the separately owned t r a c t s 
and how said costs s h a l l be p a i d i n c l u d i n g a p r o v i s i o n 
p r o v i d i n g when, how, and by whom the u n i t p r o d u c t i o n 
a l l o c a t e d t o an owner who does not pay the share of 
the costs of u n i t operations charged t o such owner, 
or i n the i n t e r e s t o f such owner, may be sold and the 
proceeds ap p l i e d t o the payment of such costs; 

a p r o v i s i o n f o r c a r r y i n g any working i n t e r e s t 
owner on a l i m i t e d , c a r r i e d or n e t - p r o f i t s b a s i s , 
payable out of p r o d u c t i o n , upon such terms and c o n d i ­
t i o n s determined by the Commission t o be j u s t and 
reasonable, and a l l o w i n g an a p p r o p r i a t e charge f o r 
i n t e r e s t f o r such service payable out of such owner's 
share of p r o d u c t i o n , provided t h a t any non-consenting 
working i n t e r e s t owner being so c a r r i e d s h a l l be 
deemed t o have r e l i n q u i s h e d t o the u n i t operator a l l 
o f i t s operating r i g h t s and working i n t e r e s t i n and t o 
the u n i t u n t i l h i s share of the c o s t s , service charge 
and i n t e r e s t are r e p a i d t o the u n i t operator; 

a p r o v i s i o n designating the u n i t operator and 
p r o v i d i n g f o r the s u p e r v i s i o n and conduct of the u n i t 
operations, i n c l u d i n g the s e l e c t i o n , removal or 
s u b s t i t u t i o n of an operator from among the working 
i n t e r e s t owners t o conduct the u n i t operations; 

a p r e v i s i o n f o r v o t i n g procedure f o r the d e c i s i o n 
c f matters to be decided by the working i n t e r e s t 
owners i n respect t o which each working i n t e r e s t owner 
s h a l l have a v o t i n g i n t e r e s t equal t o i t s u n i t 
p a r t i c i p a t i o n ; and 
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the time when the u n i t operation s h a l l commence 
and the manner i n which, and the circumstances under 
which, the operations s h a l l terminate and f o r the 
settlement o f accounts upon such t e r m i n a t i o n ; 

and are t h e r e f o r e hereby adopted. 

(7) This order s h a l l not become e f f e c t i v e unless and 
u n t i l the a p p r o p r i a t e r a t i f i c a t i o n p r o v i s i o n s o f Section 
70-7-8 NMSA, 1978 Compilation, are complied w i t h . 

(8) I f the persons owning the r e q u i r e d percentage of 
i n t e r e s t i n the u n i t area as set out i n Section 70-7-8 
NMSA, 1978 Compilation, do not approve the p l a n f o r u n i t 
operations w i t h i n a pe r i o d of s i x months from the date of 
en t r y of t h i s o r d e r , t h i s order s h a l l cease t o be o f 
f u r t h e r force and e f f e c t and s h a l l be revoked by the 
Commission, unless the Commission s h a l l extend the time f o r 
r a t i f i c a t i o n f o r good cause shown. 

(9) When the persons owning the r e q u i r e d percentage 
o f i n t e r e s t i n the u n i t area have approved the p l a n f o r 
u n i t operations, the i n t e r e s t s of a l l persons i n the u n i t 
are u n i t i z e d whether or not such persons have approved the 
p l a n of u n i t i z a t i o n i n w r i t i n g . 

(10) P r i o r t o d i s t r i b u t i o n of the proceeds from 
secondary and t e r t i a r y production i n excess of 64.2 m i l l i o n 
b a r r e l s , the operator s h a l l appear a t a hearing and 
demonstrate t h a t the formula approved by t h i s order 
continues to a l l o c a t e the proceeds frcm u n i t p r o d u c t i o n i n 
a f a i r and e q u i t a b l e manner or , i n the a l t e r n a t i v e , present 
f o r approval a new formula prepared on the basis of new or 
enhanced r e s e r v o i r data which new formula b e t t e r a l l o c a t e s 
s a i d proceeds. 

(11) J u r i s d i c t i o n of cause i s r e t a i n e d f o r the e n t r y 
of such f u r t h e r orders as the Commission may deem 
necessary. 
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DONE at Santa Fe, New Mexico, on the day and year 
hereinabove designated. 

STATE OF NEW MEXICO 
OIL CONSERVATION COMMISSION 

Jim Baca, Member 

S E A L 



STATE OF NEW KEXICO 
DEPARTMENT CF ENERGY AND MINERALS 

OIL CONSERVATION COMMISSION 

IN THE MATTER OF THE HEARING 
CALLED EY THE OIL CONSERVATION 
COMMISSION FOR THE PURPPOSE OF 
CONSIDERING: 

CASE No. 8398 
Order No. R-7766 

APPLICATION OF GULF OIL CORPORATION 
FOR A WATERFLOOD PROJECT, LEA 
COUNTY, NEW MEXICO. 

ORDER OF THE COMMISSION 

BY THE COMMISSION: 

This case came cn f o r hearing at 9:00 A.M. on November 
7, 1984, at Santa Fe, New Mexico, before the O i l 
Conservation Commission of New Mexico, h e r e i n a f t e r r e f e r r e d 
to as the "Commission". 

NOW, on t h i s 27th d a y Q f December, 1984, the 
Commission, a quorum having been present, having considered 
the testimony and the record and being otherwise f u l l y 
advised i n the premises, 

FINDS THAT: 

(1) Due pu b l i c notice has been given as required by 
lav;, the Commission has j u r i s d i c t i o n of t h i s cause and the 
subject matter thereof. 

(2) The ap p l i c a n t , Gulf O i l Corporation, i n 
Commission Case 8398, seeks a u t h o r i t y t o i n s t i t u t e a 
waterflood p r o j e c t i n i t s Eunice Monument South Unit, by 
the i n j e c t i o n of water i n t o the u n i t i z e d i n t e r v a l which 
s h a l l include the formations which extend from an upper 
l i m i t of 100 feet below mean sea l e v e l or the top of the 
Grayburg formation, whichever i s higher, to a lower l i m i t 
being the base of the San Andres formation i n the proposed 
u n i t i z e d area, a l l as shown on E x h i b i t "A" attached to t h i s 
order. 

(3) The subject Commission Case 8398 was consolidated 
f o r hearing w i t h Commission Cases 8397 and 8399. 

(4) Gulf proposes to u t i l i z e an 80-acre f i v e spot 
i n j e c t i o n p a t t e r n using a w e l l number system and proposed 
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Unit i n j e c t i o n w e l l s a l l as shown and i d e n t i f i e d on E x h i b i t 
"B" attached hereto. 

(5) Said i n j e c t i o n wells s h a l l be conversions of 
e x i s t i n g w e l l s or newly d r i l l e d w e l l s as noted on said 
E x h i b i t "B". 

(6) The proposed waterflood p r o j e c t should r e s u l t i n 
the recovery of otherwise unrecoverable o i l , thereby 
preventing waste. 

(7) The producing formations i n the proposed p r o j e c t 
area are i n an advanced stage of d e p l e t i o n and the area i s 
s u i t a b l e f o r w a t e r f l o o d i n g . 

(8) There are f i v e w e l l s w i t h i n or adjacent t o the 
proposed p r o j e c t which may net have been completed or 
plugged i n a manner which w i l l assure t h a t t h e i r wellbores 
w i l l not serve as a conduit f o r movement of i n j e c t e d f l u i d 
cut of the i n j e c t i o n i n t e r v a l . 

(9) The f i v e possible problem w e l l s are i d e n t i f i e d 
and described on E x h i b i t "C" attached hereto. 

(10) P r i o r t o i n s t i t u t i n g i n j e c t i o n w i t h i n one-half 
mile of any of the f i v e possible "problem w e l l s " Gulf s h a l l 
f i r s t contact the O i l Conservation D i v i s i o n ' s D i s t r i c t 
Supervisor at Hobbs to develop a plan acceptable t o the 
D i r e c t o r of said D i v i s i o n f o r r e p a i r i n g c r replugging such 
w e l l s , f o r monitoring f o r determination of f l u i d movement 
from the i n j e c t e d i n t e r v a l , or f o r the d r i l l i n g of 
replacement producing wells to lower r e s e r v o i r pressure and 
f l u i d l e v e l s i n order to p r o t e c t neighboring p r o p e r t i e s and 
to p r o t e c t ether o i l or gas zones or f r e s h water. 

(11) The operator should otherwise take a l l steps 
necessary t o ensure t h a t the i n j e c t e d water enters only the 
proposed i n j e c t i o n i n t e r v a l and 'is not pe r m i t t e d to escape 
to other formations or onto the surface from i n j e c t i o n , 
production, or plugged and abandoned w e l l s . 

(12) The i n j e c t i o n wells or i n j e c t i o n p r e s s u r i z a t i o n 
system should be so equipped as to l i m i t i n j e c t i o n pressure 
at the wellhead to no more than 0.2 p s i per f o o t of depth 
frcm the surface to the top i n j e c t i o n p e r f o r a t i o n i n any 
i n j e c t i o n w e l l , but the D i v i s i o n D i r e c t o r should have 
a u t h o r i t y t c increase said pressure l i m i t a t i o n , should 
circumstances warrant. 
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(13) The subject a p p l i c a t i o n should be approved and 
the p r o j e c t should be governed by the p r o v i s i o n s of Rule 
701 through 708 o f the Commission Rules and Regulations. 

IT IS THEREFORE ORDERED THAT: 

(1) The a p p l i c a n t , Gulf O i l Corporation, i s hereby 
authorized t o i n s t i t u t e a w a t e r f l o o d p r o j e c t i n the Eunice 
Monument South Un i t Area f o r the acreage described on 
E x h i b i t "A" attached hereto and made a p a r t hereof, by the 
i n j e c t i o n of water i n t o the u n i t i z e d i n t e r v a l which s h a l l 
i n c l u d e the formations which extend from an upper l i m i t 
described as 100 f e e t below mean sea l e v e l or at the top of 
the Grayburg f o r m a t i o n , whichever i s higher, t o a lower 
l i m i t being the base of the San Andres formation s a i d 
geologic markers having been as found t o occur a t 3,666 
f e e t t o 5,283 f e e t , r e s p e c t i v e l y , i n the Co n t i n e n t a l O i l 
Company's Meyer B-4 Well No. 23 loc a t e d 660 f e e t frcm the 
South l i n e and 1980 fe e t from the East l i n e of Section 4, 
Township 21 South, Range 36 East, Lea County, 
New Mexico. 

(2) A p p l i c a n t , Gulf O i l Corporation, i s hereby 
aut h o r i z e d t o u t i l i z e f o r i n j e c t i o n purposes the w e l l s 
i d e n t i f i e d and described on E x h i b i t "B" attached hereto and 
made a p a r t hereof. 

(3) The i n j e c t i o n w e l l s h e r e i n a u t h o r i z e d and/or the 
i n j e c t i o n p r e s s u r i z a t i o n system s h a l l be so equipped as t o 
l i m i t i n j e c t i o n pressure at the wellhead t o no more than 
0.2 p s i per f o o t of depth from the surface t o the top 
i n j e c t i o n p e r f o r a t i o n , provided however, the D i v i s i o n 
D i r e c t o r may au t h o r i z e a higher surface i n j e c t i o n pressure 
upon s a t i s f a c t o r y showing t h a t such pressure w i l l not 
r e s u l t i n f r a c t u r i n g of the c o n f i n i n g s t r a t a . 

(4) I n j e c t i o n i n t o each of s a i d w e l l s s h a l l be 
through p l a s t i c or cement-lined t u b i n g , set i n a packer . 
which s h a l l be located as near as p r a c t i c a b l e to the 
uppermost p e r f o r a t i o n s , o r, i n the case of open-hole 
completions, as near as p r a c t i c a b l e t o the casing-shoe; 
t h a t the casing-tubing annulus s h a l l be loaded w i t h an 
i n e r t f l u i d and equipped w i t h an approved pressure gauge or 
a t t e n t i o n a t t r a c t i n g leak d e t e c t i o n device. 

(5) P r i o r t o i n j e c t i o n i n t o any w e l l located w i t h i n 
one-half m i l e o f any of the f i v e w e l l s l i s t e d on E x h i b i t 
"C" attached t o t h i s order, the a p p l i c a n t s h a l l consult 
w i t h the supervisor of the O i l Conservation D i v i s i o n ' s 
d i s t r i c t o f f i c e a t Hobbs t o develop a plan acceptable t o 
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the D i r e c t o r o f said D i v i s i o n , f o r the r e p a i r i n g , p l u g g i n g , 
or r e p l u g g i n g of said w e l l s or f o r the m o n i t o r i n g f o r 
det e r m i n a t i o n of f l u i d movement from the i n j e c t e d i n t e r v a l 
or f o r the d r i l l i n g of producing w e l l s t o lower r e s e r v o i r 
pressure and f l u i d l e v e l s i n the v i c i n i t y o f said w e l l s i n 
order t o p r o t e c t neighboring p r o p e r t i e s and t o p r o t e c t 
other o i l or gas zones or f r e s h water. 

(6) The operator s h a l l immediately n o t i f y t he 
supervisor of the D i v i s i o n ' s Hobbs D i s t r i c t O f f i c e o f the 
f a i l u r e of the tubing or packer i n any of s a i d i n j e c t i o n 
w e l l s , the leakage of water or o i l from around any 
producing w e l l , or the leakage of water or o i l from any 
plugged and abandoned w e l l w i t h i n the p r o j e c t area, and 
s h a l l take such t i m e l y steps as may be necessary or 
r e q u i r e d 
t o c o r r e c t such f a i l u r e or leakage. 

(7) The authorized subject w a t e r f l o o d p r o j e c t i s 
hereby designated the Eunice Monument South U n i t Waterflood 
P r o j e c t and s h a l l be governed by the p r o v i s i o n s of Rules 
701 through 708 of the Commission Rules and Regulations. 

(8) Monthly progress r e p o r t s of the w a t e r f l o o d 
p r o j e c t s herein authorized s h a l l be submitted t o the 
Commission i n accordance w i t h Rules 704 and 1120 of the 
Commission Rules and Regulations. 

(9) J u r i s d i c t i o n of t h i s cause i s r e t a i n e d f o r the 
e n t r y of such f u r t h e r orders as the Commission may deem 
necessary. 
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DONE at Santa Fe, New 
hereinabove designated. 

Mexico, on the day and year 

STATE OF NEW MEXICO 
OIL CONSERVATION DIVISION 

S E A L 
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TOWNSHIP 20 SOUTH, RANGE 36 EAST, NMPM 
Section 25: A l l 
Section 36: A l l 

TOWNSHIP 20 SOUTH, RANGE 37 EAST, NMPM 
Section 30: S/2, S/2 N/2, NE/4 NW/4 and NW/4 NE/4 
Section 31: A l l 
Section 32: A l l 

TOWNSHIP 21 SOUTH, RANGE 36 EAST, NMPM 
Section 2: S/2 S/2 
Section 3: Lots 3, 4, 5, 6, 11, 12, 13, and 14 

and S/2 
Sections 4 through 11: A l l 
Section 12: W/2 SW/4 
Section 13: NW/4 NW/4 
Sections 14 through 18: A l l 
Section 21: N/2 and N/2 S/2 
Section 22: N/2 and N/2 S/2 

CASE NO. 8398 
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EXHIBIT "A" 
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UNIT WELL UNIT SECTION-TOWNSHIP-RANGE NEW 
NO. LETTER SOUTH EAST WELL 

101 C 30 20 37 
102 A 25 20 36 
104 C 25 20 36 
106 E 25 20 36 
108 G 25 20 36 
110 E- 30 20 37 
112 G 30 20 37 
114 I 30 20 37 
116 K 30 20 37 
118 I 25 20 36 
120 K 25 20 36 
122 M 25 20 36 
124 O 25 20 36 
126 M 30 20 37 
128 O 30 20 37 
130 A 32 20 37 
132 C 32 20 37 
134 A 31 20 37 
136 C 31 20 37 
138 A 36 20 36 
140 C 36 20 36 
142 E 36 20 36 
144 G 36 20 36 
146 E 31 20 37 
148 G 31 20 37 
150 E 32 20 37 
152 G 32 20 37 
154 I 32 20 37 
156 K 32 20 37 
158 I 31 20 37 
160 K 31 20 37 
162 I 36 20 36 
164 K 36 20 36 
166 M 36 20 36 
168 O 36 20 36 
170 M 31 20 37 
172 O 31 20 37 
174 M 32 20 37 
176 O 32 20 37 
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EXHIBIT "B" 
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179 D 3 21 36 
181 B 4 21 36 
183 D 4 21 36 
185 B 5 21 36 
187 D 5 21 36 
189 B 6 21 36 
191 D 6 21 36 
193 F 6 21 36 
195 H. 6 21 36 
197 F 5 21 36 
199 H 5 21 36 
201 F 4 21 36 
203 H 4 21 36 
205 F 3 21 36 
207 L 3 21 36 
209 J 4 21 36 
211 L 4 21 36 
213 J 5 21 36 
215 L 5 21 36 
217 J 6 21 36 
219 L 6 21 36 
221 N 6 21 36 
223 P 6 21 36 
225 N 5 21 36 
227 P 5 21 36 
229 N 4 21 36 
231 P 4 21 36 
233 N 3 21 36 
235 R 3 21 36 
237 T 3 21 36 
239 R • 4 21 36 
241 T • 4 21 36 
243 R 5 21 36 
245 T 5 21 36 
247 R 6 21 36 
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249 T 6 21 36 
251 V 6 21 36 
253 X 6 21 36 
255 V 5 21 36 
257 X 5 21 36 
259 V 4 21 36 
261 X 4 21 36 
263 V 3 21 36 
265 X 3 21 36 
267 V 2 21 36 
269 X 2 21 36 
271 B 11 21 36 
273 D 11 21 36 
275 B 10 21 36 
277 D 10 21 36 
279 B 9 21 36 
281 D 9 21 36 
283 B 8 21 36 
285 D 8 21 36 
287 B 7 21 36 
289 D 7 21 36 
291 F 7 21 36 
293 H 7 21 36 
295 F 8 21 36 
297 H 8 21 36 
299 F 9 21 36 
301 H 9 21 36 
303 F 10 21 36 
305 H 10 21 36 
307 F 11 21 36 
309 H 11 21 36 
310 L 12 21 36 
312 J 11 21 36 
314 L 11 21 36 
316 J 10 21 36 
318 L 10 21 36 
320 J 9 21 36 
322 L 9 21 36 
324 J 8 21 36 
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EXHIBIT "B" 
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325 L 8 21 36 
328 J 7 21 36 
330 L 7 21 36 
332 N 7 21 36 
334 P 7 21 36 
336 N 8 21 36 
338 P 8 21 36 
340 N 9 21 36 
342 P- 9 21 36 
344 N 10 21 36 
346 P 10 21 36 
348 N 11 21 36 
350 P 11 21 36 
352 D 13 21 36 
354 B 14 21 36 
356 D 14 21 36 
358 B 15 21 36 
360 D 15 21 36 
362 B 16 21 36 
364 D 16 21 36 
366 B 17 21 36 
368 D 17 21 36 
370 B 18 21 36 
372 D 18 21 36 
374 F 18 21 36 
376 H 18 21 36 
378 F 17 21 36 
380 H 17 21 36 
382 F 16 21 36 
384 H 16 21 36 
386 F 15 21 36 
388 H 15 21 36 
390 F ' 14 21 36 
392 H 14 21 36 
394 J 14 21 36 
396 L 14 21 36 
398 J 15 21 36 
400 L 15 21 36 
402 J 16 21 36 
404 L 16 21 36 
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EXHIBIT "B" 
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406 J 17 21 36 
408 L 17 21 36 
410 J 18 21 36 
412 L 18 21 36 
414 N 18 21 36 
416 P 18 21 36 
418 N 17 21 36 
420 P 17 21 36 
422 N 16 21 36 
424 P 16 21 36 
426 N 15 21 36 
428 P 15 21 36 
430 N 14 21 36 
432 P 14 21 36 
434 B 22 21 36 
436 D 22 21 36 
438 B 21 21 36 
440 D 21 21 36 
442 F 21 21 36 
444 H 21 21 36 
446 F 22 21 36 
448 H 22 21 36 
450 J 22 21 36 
454 J 21 21 36 
456 L 21 21 36 
452 L 22 21 36 

CASE 83 98 
ORDER NO. R-8398 

EXHIBIT "B" 



(1) Amoco Production Co. State "C" Tr. 11 Well No. 3 
l o c a t e d 1980 f e e t from the South l i n e and 1980 f e e t from 
the East l i n e of Section 2, Township 21 South, Range 36 
East; 

(2) Amoco Production Co. State "C" Tr. 11 Well No. 4 
l o c a t e d 3300 f e e t from the South l i n e and 1980 f e e t from 
the East l i n e of Section 2, Township 21 South, Range 36 
East; 

(3) Texas Crude O i l Co. Kincheloe 2 State Well No. 1 
l o c a t e d 1980 f e e t from the South l i n e and 1980 f e e t from 
the West l i n e of Section 2, Township 21 South, Range 36 
East; 

(4) E l Paso Natural Gas Co. Coleman Well No. 1 
l o c a t e d 2310 f e e t from the South l i n e and 2310 f e e t from 
the East l i n e of Section 17, Township 21 South, Range 36 
East; 

(5) Texaco Inc. New Mexico "H" NCT-1 Well No. 28, a dry 
hole , located 990 f e e t from the South l i n e and 660 
f e e t from the East l i n e of Section 31, Township 20 South, 
Range 37 East; 

a l l i n Lea County, New Mexico. 

CASE NO. 8 398 
Order No. R-7766 

EXHIBIT "C" 



STATE OF NEW MEXICO 
DEPARTMENT OF ENERGY AND MINERALS 

OIL CONSERVATION COMMISSION 

IN THE MATTER OF THE HEARING CALLED 
EY THE OIL CONSERVATION COMMISSION 
FOR THE PURPOSE OF CONSIDERING: 

CASE 839S 
Order No. R-7767 

NOMENCLATURE 

APPLICATION OF GULF OIL CORPORATION 
FOR POOL EXTENSION AND CONTRACTION, 
LEA COUNTY, NEW MEXICO. 

ORDER OF THE COMMISSION 

BY THE COMMISSION: 

This case came on f o r hearing at 9:00 A.M. on November 
7, 1984 , at Santa Fe, New Mexico, before the O i l 
Conservation Commission of New Mexico, h e r e i n a f t e r r e f e r r e d 
to as the "Commission." 

NOW, on t h i s 27th day of December, 1984, the 
Commission, a quorum having been present, having considered 
the testimony and the record and being otherwise f u l l y 
advised i n the premises, 

FINDS THAT: 

(1) Due pu b l i c n o t i c e has been given as required by 
law, the Corrimissicn has j u r i s d i c t i o n of t h i s cause and the 
subject matter thereof. 

(2) The ap p l i c a n t , Gulf O i l Corporation, i s the 
operator of the Eunice Monument South Unit w i t h h o r i z o n t a l 
l i m i t s i ncluding t h a t acreage described on E x h i b i t "A" 
attached to t h i s order. 

(3) The ap p l i c a n t , seeks the upward extension of the 
v e r t i c a l l i m i t s of the Eunice-Monument Pool to include 
e i t h e r the top of the Grayburg formation or t c a subsea 
datum of minus 100 f e e t , whichever i s higher, and the 
concomitant amendment of the v e r t i c a l l i m i t s c f the Eumcr.t 
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Gas Pocl by c o n t r a c t i n g i t s lower l i m i t s to e i t h e r the base 
of the Queen formation or t o a subsea datum c f minus 10 0 
f e e t , whichever i s higher, underlying said u n i t . 

(4) The proposed amendment of pool v e r t i c a l l i m i t s 
i s necessary t o permit: the a p p l i c a n t t o successfully c a r r y 
out secondary recovery operations w i t h i n the f u l l o i l 
column underlying said u n i t . 

(5) No party appeared and objected t o the proposed 
amendment of v e r t i c a l l i m i t s . 

(6) Granting t h i s a p p l i c a t i o n w i l l serve t o prevent 
waste and w i l l not v i o l a t e c o r r e l a t i v e r i g h t s . 

IT IS THEREFORE ORDERED THAT: 

(1) W i t h i n the area designated as the Eunice Monument 
South Unit Area, as shewn on E x h i b i t "A" attached hereto, 
the v e r t i c a l l i m i t s of the Eumont Gas Pool are hereby 
amended to be from the top of the Yates formation t o a 
lower u n i t described as the base of the Queen formation or 
100 f e e t below mean sea l e v e l , whichever i s higher; the 
geologic markers having been p r e v i o u s l y found to occur at 
2747 f e e t and 3666 f e e t , r e s p e c t i v e l y , i n Continental O i l 
Company's No. 23 Meyer B-4 Well ( l o c a t e d at 660 f e e t frcm 
the Scuth l i n e and 1980 f e e t from the East l i n e of Section 
4, Township 21 South, Range 36 East, Lea County, New 
Mexico) as recorded on the Welex Acoustic V e l o c i t y Log 
taken on October 30, 1962, said l o g being measured from a 
k e l l y d r i v e bushing e l e v a t i o n of 3,595 f e e t above sea 
l e v e l . 

(2) W ithin the area designated as the Eunice Monument 
South Unit Area, as shown on E x h i b i t "A" attached hereto, 
the v e r t i c a l l i m i t s of the Eunice Monument O i l Pool are 
hereby amended to be from an upper l i m i t described as 10 0 
f e e t below mean sea l e v e l cr at the top of the Grayburg 
formation, whichever i s higher, t o a lower l i m i t at the 
base of the San Andres formation; the geclogic markers 
having been previously found to occur a t 3666 fee t and 5283 
f e e t , r e s p e c t i v e l y , i n Continental O i l Company's No. 23 
Meyer B-4 w e l l (located ar 660 feer from the South l i n e and 
1980 f e e t from the East l i n e of Section 4, Township 21 
Scuth, Range 36 East, Lea County, New Mexico) as recorded 
cn the Welex Acoustic V e l o c i t y Log taken on October 30, 
1962, said log being measured from a k e l l y d rive bushing 
e l e v a t i o n of 3,595 feet above sea l e v e l . 
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(3) The e f f e c t i v e date of t h i s order and the changes 
to v e r t i c a l l i m i t s included herein s h a l l be January 1, 
1985 . 

(4) J u r i s d i c t i o n of t h i s cause i s reta i n e d f o r the 
entr y of such f u r t h e r orders as the D i v i s i o n may deem 
necessary. 

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

STATE OF NEW MEXICO 
OIL CONSERVATION COMMISSION 

JIM BACA, Member 

R. L. STAMETS, Chairman 
and Secretarv 

S E A L 



LEA COUNTY, NEW MEXICO 

TCWNSHIP 20 SOUTH, RANGE 36 EAST, NMPM 

Section 25: A i l 
Section 36: A i l 

TOWNSHIP 20 SOUTH, RANGE 37 EAST, NMPM 

Section 30: S/2, S/2 N/2, NE/4 NW/4 and 
NW/4 NE/4 

Section 31: A l l 
Section 32: A l l 

TOWNSHIP 21 SOUTH, RANGE 36 EAST, NMPM 

Section 2: S/2 S/2 
Section 3: Lots 3, 4, 5, 6, 11, 12, 13, and 

14 and S/2 
Section 4 through 11: A l l 
Section 12: W/2 SW/4 
Section 13: NW/4 NW/4 
Sections 14 through 18: A l l 
Section 21: N/2 and N/2 S/2 
Section 22: N/2 and N/2 S/2 

CASE NO. 8399 
ORDER NO. R-7767 

EXHIBIT "A" 



UNIT AGREEMENT 

AND EXHIBITS "A" & "B" 

EUNICE MONUMENT SOUTH 

STATUTORY SECONDARY RECOVERY 

FEDERAL - STATE UNIT 

LEA COUNTY, NEW MEXICO 

EFFECTIVE DATE 
FEBRUARY 1, 19 85 
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UNIT AGREEMENT 
FOR THE DEVELOPMENT AND OPERATION 

OF THE 
EUNICE MONUMENT SOUTH UNIT 

LEA COUNTY, NEW MEXICO 

THIS AGREEMENT, entered i n t o as of the 22nd day of 
June / 19JL1' bY a n d 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 h e r e i n r e f e r r e d t o as the 
" p a r t i e s hereto," 

WITNESSETH: 

WHEREAS, the p a r t i e s hereto are the owners of working, r o y ­
a l t y , or other o i l and gas i n t e r e s t s i n the U n i t Area su b j e c t t o 
t h i s Agreement; and 

WHEREAS, the Mineral Leasing Act of February 25, 1920, 41 
Stat. 437, as amended, 30 U.S.C. Sees. 181 e t 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 t o 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 o t h e r s , i n c o l l e c t i v e l y adopting and 
operating a cooperative or u n i t plan of development or ope r 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 $ a r t t h e r e o f 
f o r the purpose of more p r o p e r l y conserving the n a t u r a l resources 
tnereof 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 Commissioner of Pub l i c Lands of the State of 
New Mexico i s authorized by an Act of the L e g i s l a t u r e (Section 1, 
Chapter 88, Laws 1943, as amended by Section 1 o f Chapter 176, 
Laws of 1961) (Chapter 19, A r t i c l e 10, Section 45, N0w Mexico 
Statutes 1978 Annotated), t o consent t o and approve the develop­
ment or oper a t i o n of State lands under agreements made by lessees 
of State land j o i n t l y or s e v e r a l l y w i t h other lessees where such 
agreements provide f o r the u n i t o p e r a t i o n or development o f p a r t 
of or a l l of any o i l or gas pool , f i e l d or area; and 

WHEREAS, the Commissioner of Public Lands of the State of New 
Mexico i s authorized by an Act of the L e g i s l a t u r e (Section 1, 
Chapter 88, Laws 1943, as amended by Section 1, Chapter 162, Laws 
of 1951) (Chapter 19, A r t i c l e 10, Section 47, New Mexico Statutes 
1978 Annotated) t o amend w i t h the approval o f lessee, evidenced by 
the lessee's execution of such agreement or otherwise, any o i l and 
gas lease embracing State lands so t h a t the l e n g t h of the term of 
said lease may coinc i d e w i t h the term of such agreements f o r the 
u n i t o peration and development of p a r t or a l l of any o i l or gas 
pool, f i e l d or area; and 

WHEREAS, the O i l Conservation D i v i s i o n of the State of New 
Mexico ( h e r e i n a f t e r r e f e r r e d t o as the " D i v i s i o n " ) i s aut h o r i z e d 
by an Act of the L e g i s l a t u r e (Chapter 72, Laws of 19 35 as amended) 
(Chapter 70, A r t i c l e 2, Section 2 e t seq., New Mexico Statutes 
19 7 8 Annotated) t o approve t h i s Agreement and the conservation 
p r o v i s i o n s hereof; and 

WHEREAS, the O i l Conservation D i v i s i o n of the Energy and Min­
e r a l s Department of the State of New Mexico i s authorized by law 
(Chapter 65, A r t i c l e 3 and A r t i c l e 14, N.M.S. 1953 Annotated) t o 
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 i n the 
Uni t Area covering the land h e r e i n a f t e r described to give reason­
ably 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 t o conserve 
n a t u r a l resources, prevent waste, and secure other b e n e f i t s ob­
ta i n a b l e through development and ope r a t i o n of the area s u b j e c t t o 
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 here­
i n set f o r t h ; 

NOW,_THEREFORE, i n c o n s i d e r a t i o n of the premises and the prom­
ises 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 i n the below-defined U n i t Area, and agree 
s e v e r a l l y among themselves as f o l l o w s : 



SECTION 1. ENABLING ACT AND REGULATIONS. The Mineral Leas­
ing 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 o p e r a t i n g and u n i t plan r e g u l a ­
t i o n s , h e r e t o f o r e issued thereunder or v a l i d , p e r t i n e n t , and rea­
sonable 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 t o 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 t o non-Federal lands, the o i l and gas oper a t i n g r e g u 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 o f the s t a t e i n which the non-Federal land i s l o c a t e d , 
are hereby accepted and made a p a r t o f t h i s Agreement. 

SECTION 2. UNIT AREA AND DEFINITIONS. For the purpose o f 
t h i s Agreement, the f o l l o w i n g terms and expressions as used here­
i n s h a l l mean: 

(a) " U n i t Area" i s defined as those lands described i n Ex­
h i b i t "B" and depicted on E x h i b i t "A" hereof, and such land i s 
hereby designated and recognized as c o n s t i t u t i n g the U n i t Area, 
c o n t a i n i n g 14,190 acres, more or l e s s , i n Lea County, New Mexico. 

(b) "Land Commissioner" i s d e f i n e d as the Commissioner o f 
Public Lands of the State of New Mexico. 

(c) " D i v i s i o n " i s defined as the O i l Conservation D i v i s i o n 
of the Department of Energy and Minerals of the State o f New 
Mexico. 

(d) "Authorized O f f i c e r " or "A.O." i s any employee o f the 
Bureau of Land Management who has been delegated the r e q u i r e d au­
t h o r i t y t o act on behalf of the BLM. 

(e) "Secretary" i s d e f i n e d as the Secretary of the I n t e r i o r 
of the United States of America, or h i s duly a u t h o r i z e d delegate. 

( f ) "Department" i s d e f i n e d as the Department of the I n t e ­
r i o r of the United States o f America. 

(g) "Proper BLM O f f i c e " i s d e f i n e d as the Bureau of Land 
Management o f f i c e having j u r i s d i c t i o n over the f e d e r a l lands i n ­
cluded i n the U n i t Area. 

(h) " U n i t i z e d Formation" s h a l l mean t h a t i n t e r v a l u n d e r l y i n g 
the U n i t Area, the v e r t i c a l l i m i t s of which extend from an upper 
l i m i t described as 100 f e e t below mean sea l e v e l or a t the top o f 
the Grayburg f o r m a t i o n , whichever i s higher, t o a lower l i m i t a t 
the base of the San Andres formation; the geologic markers having 
been p r e v i o u s l y found t o occur a t 3,657 f e e t and 5,290 f e e t , r e ­
s p e c t i v e l y , i n C o n t i n e n t a l O i l Company's #23 Meyer B-4 w e l l ( l o ­
cated a t 660 f e e t FSL and 1,980 f e e t FEL of Section 4, T-21-S, 
R-36-E, Lea County, New Mexico) as recorded on the Welex Acoustic 
V e l o c i t y Log taken on October 30, 196 2, s a i d l o g being measured 
from a k e l l y d r i v e bushing e l e v a t i o n of 3,595 f e e t above sea l e v e l . 

( i ) " U n i t i z e d Substances" are 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 
associated 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, 
other than outside substances, w i t h i n and produced from the U n i t ­
ized Formation. 

( j ) "Tract" i s each p a r c e l o f land described as such and 
given a Tract number i n E x h i b i t "B". 

(k) "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 "B" f o r a l l o c a t i n g U n i t i z e d Sub­
stances to a Tract under t h i s Agreement. 

(1) "Unit P a r t i c i p a t i o n " i s the sum of the percentages ob­
tai n e d 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 by the Tract P a r t i c i p a t i o n of such Tract. 
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(m) "Working In t e r e s t " i s the r i g h t to search for, produce 
and acquire Unitized Substances whether held as an incident of 
ownership of mineral fee simple t i t l e , under an o i l and gas lease, 
operating agreement, or otherwise held, which i n t e r e s t i s charge­
able with and obligated to pay or bear, eithe r i n cash or out of 
production, or otherwise, a l l or a portion of the cost of d r i l l ­
ing, developing and producing the Unitized Substances from the 
Unitized Formation and operations thereof hereunder. Provided 
that any royalty i n t e r e s t created out of a working i n t e r e s t sub­
sequent to the execution of t h i s Agreement by the owner of the 
working i n t e r e s t s h a l l continue to be subject to such working i n ­
terest burdens and obligations. 

(n) "Working I n t e r e s t Owner" i s any party hereto owning a 
Working Interest, including a ca r r i e d working i n t e r e s t owner, 
holding an i n t e r e s t i n Unitized Substances by virtue of a lease, 
operating agreement, fee t i t l e or otherwise. The owner of o i l and 
gas rights that are free of lease or other instrument creating a 
Working I n t e r e s t i n another s h a l l be regarded as a Working I n t e r ­
est Owner to the extent of seven-eighths (7/8) of his i n t e r e s t i n 
Unitized Substances, and as a Royalty Owner with respect to h i s 
remaining one-eighth (1/8) i n t e r e s t therein. 

(o) "Royalty I n t e r e s t " or "Royalty" i s an i n t e r e s t other 
than a Working I n t e r e s t i n or ri g h t to receive a portion of the 
Unitized Substances or the proceeds thereof and includes the roy­
a l t y i n t e r e s t reserved by the lessor or by an o i l and gas lease 
and any overriding royalty 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 contracts, or any other payment or burden which does not 
carry with i t the right to search for and produce unitized sub­
stances . 

(p) "Royalty Owner" i s the owner of a Royalty I n t e r e s t . 

(q) "Unit Operating Agreement" i s the agreement entered into 
by and between the Unit Operator and the Working I n t e r e s t Owners 
as provided i n Section 9, i n f r a , and s h a l l be styled "Unit Opera­
ting Agreement, Eunice Monument South Unit, Lea County, New Mexico". 

(r) " O i l and Gas Rights" i s the r i g h t to explore, develop 
and operate lands within the Unit Area for the production of Unit­
ized Substances, or to share i n the production so obtained or the 
proceeds thereof. 

(s) "Outside Substances" i s any substance obtained from any 
source other than the Unitized Formation and inje c t e d into the 
Unitized Formation. 

(t) "Unit Manager" i s any person or corporation appointed 
by Working I n t e r e s t Owners to perform the duties of Unit Operator 
u n t i l the selection and q u a l i f i c a t i o n of a successor Unit Operator 
as provided for in Section 7 hereof. 

(u) "Unit Operator" i s the T?r;y designated by Working I n t e r ­
est Owners ur.cer the U n i t Operating Agreement t o conduct U n i t Oper­
at i o n s . 

(v) "Unit Operations" i s any operation conducted pursuant to 
this Agreement and the Unit Operating Agreement. 

(w) "Unit Equipment" i s 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 U n i t Opera­
t i o n s . 

(x) "Unit Expense" i s a l l cost, expense, or indebtedness i n ­
curred by Working I n t e r e s t Owners or U n i t Operator pursuant t o t h i s 
Agreement and the U n i t Operating Agreement f o r or on account of 
Uni t Operations. 

(y) " E f f e c t i v e Date" i s the date determined i n accordance 
w i t h Section 24, or as redetermined i n accordance w i t h Section 39. 

SECTION 3. EXHIBITS. The f o l l o w i n g e x h i b i t s are i n c o r p o r a t e d 
h erein by reference: E x h i b i t "A" attached hereto i s a map showing 
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the Unit Area and the boundaries and identity of t r a c t s and leases 
in said Unit Area to the extent known to the Unit Operator. Ex­
h i b i t "B" attached hereto rs a schedule showing, to the extent 
known to the Unit Operator, the acreage comprising each Tract, per­
centages and kind of ownership of o i l and gas i n t e r e s t s i n a l l land 
in the Unit Area, and Tract P a r t i c i p a t i o n of each Tract. However, 
nothing herein or i n said schedule or map s h a l l be construed as a 
representation by any party hereto as to the ownership of any i n ­
t e r e s t other than such i n t e r e s t or i n t e r e s t s as are shown i n said 
map or schedule as owtted by such party. The shapes and descrip­
tions of the respective Tracts have been established by using 
the best information available. Each Working I n t e r e s t Owner i s 
responsible for supplying Unit Operator with accurate information 
rela t i n g to each Working I n t e r e s t Owner's i n t e r e s t . I f i t sub­
sequently appears that any Tract, because of diverse royalty or 
working i n t e r e s t owner-ship on the E f f e c t i v e Date hereof, should be 
divided into more than one Tract, or when any r e v i s i o n i s requested 
by the A.O., or any correction of any error other than mechanical 
miscalculations or c l e r i c a l i s needed, then the Unit Operator, with 
the approval of the Working I n t e r e s t owners, may correct the mis-: 
take by revising the exhibits to conform to the f a c t s . The r e v i ­
sion s h a l l not include any reevaluation of engineering or geolog­
i c a l interpretations used i n determing Tract P a r t i c i p a t i o n . Each 
such revision of an exhibit made prior to t h i r t y (30) days a f t e r 
the E f f e c t i v e Date s h a l l be e f f e c t i v e as of the E f f e c t i v e Date. 
Each other such re v i s i o n of an exhibit s h a l l be e f f e c t i v e at 7:00 
a.m. on the f i r s t day of the calendar month next following the f i l ­
ing for record of the revised exhibit or on such other date as may 
be determined by Working I n t e r e s t Owners and set forth i n the re­
vised exhibit. Copies of such r e v i s i o n s h a l l be f i l e d with the Land 
Commissioner, and not l e s s than four copies s h a l l be f i l e d with the 
A.O. In any such revision, there s h a l l be no retroactive a l l o c a ­
tion or adjustment of Unit Expense or of i n t e r e s t s i n the Unitized 
Substances produced, or proceeds thereof. 

SECTION 4. EXPANSION. The above described Unit Area may, 
with the approval of the A.O. and Land Commissioner, when p r a c t i ­
cable be expanded to include therein any additional Tract or Tracts 
regarded as reasonably necessary or advisable for the purposes of 
thi s Agreement provided however, i n such expansion there s h a l l be 
no retroactive a l l o c a t i o n or adjustment of Unit Expense or of i n ­
terests i n the Unitized Substances produced, or proceeds thereof. 
Pursuant to Subsection (b), the Working I n t e r e s t Owners may agree 
upon an adjustment of investment by reason of the expansion. Such 
expansion s h a l l be effected i n the following manner: 

(a) The Working I n t e r e s t Owner or Owners of a Tract or Tracts 
desiring to bring such Tract or Tracts into t h i s unit, s h a l l f i l e 
an application therefor with Unit Operator requesting such admis­
sion. 

(b) Unit Operator s h a l l c i r c u l a t e a notice of the proposed 
expansion to each Working I n t e r e s t Owner i n the Unit Area and i n 
the Tract proposed to be included in the unit, setting out the 
basis for admission, the Tract P a r t i c i p a t i o n to be assigned to each 
Tract i n the enlarged Unit Area and other pertinent data. After 
negotiation (at Working I n t e r e s t Owners' meeting or otherwise) i f 
a t l e a s t three Working I n t e r e s t Owners having i n the aggregate 
se v e n t y - f i v e percent (75%) of the U n i t P a r t i c i p a t i o n then i n e f ­
f e c t have agreed t o i n c l u s i o n of such Tract or Tracts i n the U n i t 
Area, then U n i t Operator s h a l l : 

(1) A f t e r o b t a i n i n g p r e l i m i n a r y concurrence by the 
A.O. and Land Commissioner, prepare a n o t i c e of proposed expansion 
de s c r i b i n g the contemplated changes i n the boundaries of the U n i t 
Area, the reason t h e r e f o r , the basis f o r admission o f the ad d i ­
t i o n a l Tract or T r a c t s , the Tract P a r t i c i p a t i o n t o be assigned 
t h e r e t o and the proposed e f f e c t i v e date t h e r e o f ; and 

(2) D e l i v e r copies of sai d n o t i c e t o Land Commissioner, 
the A.O. a t the Proper BLM O f f i c e , each Working I n t e r e s t Owner and 
to the l a s t known address of each lessee and les s o r whose i n t e r ­
ests are a f f e c t e d , a d v 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 U n i t Operator of any o b j e c t i o n t o 
such proposed expansion; and 
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(3) F i l e , upon the e x p i r a t i o n of s a i d t h i r t y (30) day 
p e i i o d as set out i n (2) immediately above w i t h the Land Commis­
sioner and A.O. the f o l l o w i n g : (a) evidence o f m a i l i n g or de­
l i v e r i n g copies of sa i d n o t i c e o f expansion; (b) an a p p l i c a t i o n 
f o r approval of such expansion; (c) an instrument c o n t a i n i n g the 
appropriate 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 r e q u i r e ­
ments of Section 14, and Section 34, i n f r a ; and (d) a copy o f a l l 
o b j e c t i o n s received along w i t h the U n i t Operator's response t h e r e t o . 

The expansion s h a l l , a f t e r due c o n s 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 approval by the Land Commissioner and the A.O., 
become e f f e c t i v e as of the date p r e s c r i b e d i n the n o t i c e t h e r e o f , 
p r e f e r a b l y the f i r s t day of the month subsequent t o the date o f no­
t i c e . The re v i s e d Tract P a r t i c i p a t i o n o f the r e s p e c t i v e Tracts 
included w i t h i n the U n i t Area p r i o r t o such enlargement s h a l l r e ­
main the same r a t i o one t o another. 

SECTION 5. UNITIZED LAND. A l l land committed t o t h i s Agree­
ment as t o the 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 
to h e r e i n as " U n i t i z e d Land" or "Land s u b j e c t t o t h i s Agreement". 
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 t h a t may 
be produced from any formation other than the U n i t i z e d Formation 
as defined i n Section 2(h) of t h i s Agreement. 

SECTION 6. UNIT OPERATOR. GULF OIL CORPORATION i s hereby 
designated the U n i t Operator, and by s i g n i n g t h i s instrument as 
Un i t Operator, agrees and consents t o accept the d u t i e s and o b l i ­
gations of U n i t Operator f o r the o p e r a t i o n , development, and pro­
d u c t i o n of U n i t i z e d Substances as h e r e i n provided. Whenever r e f ­
erence i s made he r e i n t o the U n i t Operator, such reference means 
the U n i t 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, when such i n t e r e s t s are owned by 
i t and the term "Working I n t e r e s t Owner" when used h e r e i n s h a l l 
i n c l u d e or r e f e r t o the U n i t Operator as the owner o f 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 . 

U n i t Operator s h a l l have a l i e n upon i n t e r e s t s of Working I n ­
t e r e s t Owners i n the U n i t Area t o the e x t e n t provided i n the U n i t 
Operating Agreement. 

SECTION 7. RESIGNATION OR REMOVAL OF UNIT OPERATOR. U n i t 
Operator s h a l l have the r i g h t t o r e s i g n a t 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 t o release U n i t Operator 
from the d u t i e s and o b l i g a t i o n s of U n i t Operator and terminate 
U n i t Operator's r i g h t s as such f o r a pe r i o d 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 U n i t 
Operator t o a l l Working I n t e r e s t Owners, the Land Commissioner 
and the A.O. unless a new U n i t Operator s h a l l have taken over and 
assumed the d u t i e s and o b l i g a t i o n s of U n i t Operator p r i o r t o the 
e x p i r a t i o n of sa i d p e r i o d . 

The U n i t Operator s h a l l , upon d e f a u l t or f a i l u r e i n the per­
formance of i t s d u t i e s and o b l i g a t i o n s hereur.J.e^, be su b j e c t t o 
removal by Working I n t e r e s t Owners having i n the aggregate e i g h t y 
percent (80%) or more of the U n i t P a r t i c i p a t i o n then i n e f f e c t ex­
c l u s i v e 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 Land 
Commissioner and the A.O. 

I n a l l such instances of e f f e c t i v e r e s i g n a t i o n or removal, un­
t i l a successor t o U n i t Operator i s s e l e c t e d and approved as here­
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 r e ­
sponsible f o r the performance of the d u t i e s of the U n i t 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 U n i t Manager t o represent 
them i n any a c t i o n t o be taken hereunder. 

The r e s i g n a t i o n or removal of U n i t Operator under t h i s Agree­
ment 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 U n i t Operator becoming e f ­
f e c t i v e , such U n i t 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 and records, m a t e r i a l s , appurtenances and any 
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other assets used i n connection w i t h the U n i t Operations t o the 
new duly q u a l i f i e d successor U n i t Operator or t o the U n i t Manager 
i f no such new U n i t Operator i s e l e c t e d . Nothing h e r e i n s h a l l be 
construed as a u t h o r i z i n g the removal o f any m a t e r i a l , equipment or 
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 . Nothing 
herein contained s h a l l be construed t o r e l i e v e or discharge any 
Un i t Operator or U n i t Manager who resigns or i s removed hereunder 
from any l i a b i l i t y or d u t i e s accruing or performable by i t p r i o r 
t o the e f f e c t i v e date of such r e s i g n a t i o n or removal. 

SECTION 8. SUCCESSOR UNIT OPERATOR. Whenever the U n i t Opera­
t o r s h a l l tender i t s r e s i g n a t i o n as U n i t Operator or s h a l l be r e ­
moved as hereinabove provided, the Working I n t e r e s t Owners s h a l l 
s e l e c t a successor U n i t Operator as h e r e i n provided. 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 U n i t Operator so sel e c t e d 
s h a l l accept 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 U n i t 
Operator, and (b) the s e l e c t i o n s h a l l have been approved by the Land 
Commissioner and the A.O. I f no successor U n i t Operator or U n i t 
Manager i s selected and q u a l i f i e d as h e r e i n provided, the Land Com­
missioner and/or the A.O., a t t h e i r e l e c t i o n , may declare t h i s 
Agreement terminated. 

I n s e l e c t i n g a successor U n i t Operator, the a f f i r m a t i v e vote 
of three or more Working I n t e r e s t Owners having a t o t a l o f s i x t y -
f i v e percent (65%) or more o f the t o t a l U n i t P a r t i c i p a t i o n s h a l l 
p r e v a i l ; provided t h a t i f any one Working I n t e r e s t Owner has a 
U n i t P a r t i c i p a t i o n of more than t h i r t y - f i v e percent ( 3 5 % ) , i t s 
negative vote or f a i l u r e t o vote s h a l l not be regarded as s u f f i ­
c i e n t unless supported by the vote of one or more other Working 
I n t e r e s t Owners having a t o t a l U n i t P a r t i c i p a t i o n of a t l e a s t 
f i v e percent ( 5 % ) . I f the U n i t Operator who i s removed votes only 
to succeed i t s e l f or f a i l s t o vote, the successor U n i t Operator 
may be selected by the a f f i r m a t i v e vote of the owners of a t l e a s t 
s e v e n t y - f i v e percent (75%) o f the U n i t P a r t i c i p a t i o n remaining a f ­
t e r excluding the U n i t P a r t i c i p a t i o n o f U n i t Operator so removed. 

SECTION 9. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT. 
Costs and expenses i n c u r r e d by U n i t Operator i n conducting U n i t 
Operations hereunder s h a l l be pa i d , apportioned among and borne by 
the Working I n t e r e s t Owners i n accordance w i t h the U n i t Operating 
Agreement. Such U n i t 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 e s p e c t i v e 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 oper­
a t i n g agreements, leases or othe r c o n t r a c t s and such other r i g h t s 
and o b l i g a t i o n s as between U n i t Operator and the Working I n t e r e s t 
Owners as may be agreed upon by the U n i t Operator and the Working 
I n t e r e s t Owners; however, no such U n i t Operating Agreement s h a l l 
be deemed e i t h e r t o modify any o f the terms and co n d i t i o n s o f t h i s 
Agreement or t o r e l i e v e the U n i t 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 Agreement, and i n case of any inconsis t e n c y 
or c o n f l i c t between t h i s Agreement and the U n i t Operating Agreement, 
t h i s Agreement s h a l l p r e v a i l . Copies of any U n i t Operating Agree­
ment executed pursuant t o t h i s Section s h a l l be f i l e d w i t h the Land 
Commissioner and w i t h the A.O. a t the Proper BLM O f f i c e as r e q u i r e d 
p r i o r t o approval of t h i s Agreement. 

SECTION 10. 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 e x c l u s i v e 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 i n c l u d i n g surface r i g h t s 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 U n i t Operator as h e r e i n provided. Upon request, 
acceptable evidence of t i t l e t o sa i d r i g h t s s h a l l be deposited 
w i t h s a i d U n i t 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 d e f i n e 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 of 
Un i t Operator. Nothing h e r e i n , however, s h a l l be construed t o 
t r a n s f e r t i t l e t o any land or t o any lease or op e r a t i n g agreement, 
i t being understood t h a t under t h i s Agreement the U n i t Operator, 
i n i t s capacity as U n i t Operator, s h a l l exercise the r i g h t s of 
possession and use vested i n the p a r t i e s hereto only f o r the pur­
poses h e r e i n s p e c i f i e d . 
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SECTION 11. PLAN OF OPERATIONS. I t i s recognized and agreed 
by the p a r t i e s hereto t h a t a l l of the land s u b j e c t t o t h i s Agree­
ment i s reasonably proved t o be p r o d u c t i v e o f U n i t i z e d Substances 
and t h a t the o b j e c t and purpose of t h i s Agreement i s t o formulate 
and t o put i n t o e f f e c t an improved recovery p r o j e c t i n order t o 
e f f e c t a d d i t i o n a l recovery o f U n i t i z e d Substances, prevent waste 
and conserve n a t u r a l resources. U n i t Operator s h a l l have the r i g h t 
to i n j e c t i n t o the U n i t i z e d Formation any substances f o r secondary 
recovery or enhanced recovery purposes i n accordance w i t h a p l a n 
of operation approved by the Working I n t e r e s t Owners, the A.O., 
the Land Commissioner and the D i v i s i o n , i n c l u d i n g the r i g h t t o d r i l l 
and maintain i n j e c t i o n w e l l s on the U n i t i z e d Land and completed i n 
the U n i t i z e d Formation, and t o use abandoned w e l l ' or w e l l s produc­
ing from the U n i t i z e d Formation f o r s a i d purpose. Subject t o l i k e 
approval, the Plan of Operation may be r e v i s e d as c o n d i t i o n s may 
warrant. 

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 A.O., 
the Land Commissioner and the D i v i s i o n c o n c u r r e n t l y w i t h the f i l i n g 
of t h i s U n i t Agreement f o r f i n a l approval. Said i n i t i a l p l a n o f 
operations 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 A.O., the Land Commissioner and the D i v i s i o n may 
determine t o be necessary f o r t i m e l y o p e r a t i o n c o n s i s t e n t h e r e w i t h . 
Upon approval o f t h i s Agreement and the i n i t i a l p l a n by the A.O. 
and Commissioner, s a i d p l a n , and a l l subsequently approved plans, 
s h a l l c o n s t i t u t e the o p e r a t i n g o b l i g a t i o n s o f the U n i t Operator 
under t h i s Agreement f o r the p e r i o d s p e c i f i e d t h e r e i n . T h e r e a f t e r , 
from time t o time before the e x p i r a t i o n of any e x i s t i n g p l a n , the 
U n i t Operator s h a l l submit f o r l i k e approval a p l a n f o r an a d d i ­
t i o n a l s p e c i f i e d p e r i o d o f o p e r a t i o n s . A f t e r such operations are 
commenced, reasonable d i l i g e n c e s h a l l be exercised by the U n i t 
Operator i n complying w i t h the o b l i g a t i o n s of the approved Plan 
of Operation. 

Notwithstanding anything t o the c o n t r a r y h e r e i n contained, 
should the U n i t Operator f a i l t o commence U n i t Operations f o r the 
secondary recovery of U n i t i z e d Substances from the U n i t Area w i t h ­
i n eighteen (18) months a f t e r the e f f e c t i v e date of t h i s Agreement, 
or any extension thereof approved by the A.O., t h i s Agreement s h a l l 
terminate a u t o m a t i c a l l y as of the date of d e f a u l t . 

SECTION 12. USE OF SURFACE AND USE OF WATER. The p a r t i e s 
to the e x t e n t of t h e i r r i g h t s and i n t e r e s t s , hereby g r a n t t o 
U n i t Operator the r i g h t t o use as much of the surface, i n c l u d i n g 
the water thereunder, of the U n i t i z e d Land as may reasonably be nec­
essary f o r U n i t Operations. 

U n i t Operator's f r e e use o f water or b r i n e or both f o r U n i t 
Operations, s h a l l not i n c l u d e any water from any w e l l , lake, pond 
or i r r i g a t i o n d i t c h of a surface owner, unless approval f o r such 
use i s granted by the surface owner. 

U n i t Operator s h a l l pay the surface owner f o r damages t o 
growing crops, fences, improvements and s t r u c t u r e s on the U n i t i z e d 
Land t h a t r e s u l t from U n i t Operations, and such payments s h a l l be 
considered as items of u n i t expense t o be borne by a l l the Working 
I n t e r e s t Owners of lands s u b j e c t hereto. 

SECTION 13. TRACT PARTICIPATION. I n E x h i b i t "B" attached 
hereto there are l i s t e d and numbered the various Tracts w i t h i n the 
U n i t Area, and s e t f o r t h opposite each T r a c t are f i g u r e s which r e ­
present the T r a c t P a r t i c i p a t i o n , d u r i n g U n i t Operations i f a l l 
Tracts i n the U n i t Area q u a l i f y as provided h e r e i n . The Tract 
P a r t i c i p a t i o n of each Tr a c t as shown i n E x h i b i t "B" was determined 
i n accordance w i t h the f o l l o w i n g formula: 

T r a c t P a r t i c i p a t i o n = 50% A/B + 40% C/D + 10% E/F 

A = the T r a c t Cumulative O i l Production from the U n i t i z e d 
Formation as of September 30, -1982. 
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B = the U n i t T o t a l Cumulative O i l Production from the 
U n i t i z e d Formation as o f September 30, 1982. 

C = the Remaining Primary O i l Reserves from the U n i t ­
i z e d Formation f o r the T r a c t , beginning October 1, 
1982, as determined by the Technical Cornmittee on 
February 25, 1983. 

D = the Remaining Primary O i l Reserves from.the U n i t ­
i z e d Formation f o r a l l U n i t T r a c t s , beginning Octo­
ber 1, 198 2, as determined by the Technical Com­
mi t t e e on February 25, 1983. 

E = the amount of o i l produced from the U n i t i z e d For­
mation by the T r a c t from January 1, 1982, through 
September 30, 1982. 

F = the amount of o i l produced from the U n i t i z e d For­
mation by a l l U n i t Tracts from January 1, 1982, 
through September 30, 1982. 

I n the event less than a l l Tracts are q u a l i f i e d on the E f f e c ­
t i v e Date hereof, the T r a c t P a r t i c i p a t i o n s h a l l be c a l c u l a t e d on 
the basis of a l l such q u a l i f i e d Tracts r a t h e r than a l l Tracts i n 
the U n i t Area. 

SECTION 14. TRACTS QUALIFIED FOR PARTICIPATION. 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 U n i t Area 
which s h a l l be e n t i t l e d t o p a r t i c i p a t i o n i n the p r o d u c t i o n of 
Un i t i z e d Substances s h a l l be those Tracts more p a r t i c u l a r l y de­
scribed i n E x h i b i t "B" t h a t corner or have a common boundary 
(Tracts separated only by a p u b l i c road or a r a i l r o a d r i g h t - o f -
way s h a l l be considered t o have a common boundary), and t h a t o t h e r ­
wise q u a l i f y as f o l l o w s : 

(a) Each T r a c t as t o which Working I n t e r e s t Owners owning 
one hundred percent (100%) o f the Working I n t e r e s t have become 
p a r t i e s t o t h i s Agreement and as t o which Royalty Owners owning 
se v e n t y - f i v e percent (75%) or more of the Royalty I n t e r e s t have 
become p a r t i e s t o t h i s Agreement. 

(b) Each Tr a c t as t o which Working I n t e r e s t Owners owning 
one hundred percent (100%) of the Working I n t e r e s t have become 
p a r t i e s t o t h i s Agreement, and as t o which Royalty Owners owning 
less than s e v e n t y - f i v e percent (75%) of the Royalty I n t e r e s t have 
become p a r t i e s t o t h i s Agreement, and as t o which (1) the Working 
I n t e r e s t Owner who operates the T r a c t and Working I n t e r e s t Owners 
owning a t l e a s t s e v e n t y - f i v e percent (75%) of the remaining Work­
in g I n t e r e s t i n such T r a c t have j o i n e d i n a request f o r the i n ­
c l u s i o n of such T r a c t , and as t o which (2) Working I n t e r e s t Owners 
owning a t l e a s t s e v e n t y - f i v e percent (75%) o f the combined U n i t 
P a r t i c i p a t i o n i n a l l Tracts t h a t meet the requirements of Section 
14(a) above have voted i n favor of the i n c l u s i o n o f such t r a c t . 

(c) Each Tract as t o which Working I n t e r e s t Owners owning 
less than one hundred percent (100%) of the Working I n t e r e s t have 
become p a r t i e s t o t h i s Agreement, regardless of the percentage of 
Royalty I n t e r e s t t h e r e i n t h a t i s committed hereto; and as to which 
(1) the Working I n t e r e s t Owner who operates the T r a c t and Working 
I n t e r e s t Owner owning a t l e a s t s e v e n t y - f i v e percent (75%) of the 
remaining Working I n t e r e s t i n such T r a c t who have become p a r t i e s 
t o t h i s Agreement have j o i n e d i n a request f o r i n c l u s i o n of such 
Tra c t , and have executed and d e l i v e r e d , or o b l i g a t e d themselves 
to execute and d e l i v e r an indemnity agreement indemnifying and 
agreeing t o hold harmless the other owners o f committed Working 
I n t e r e s t s , t h e i r successors and assigns, against a l l claims and 
demands t h a t may be made by the owners of Working I n t e r e s t i n such 
Tract who are not p a r t i e s t o t h i s Agreement, and which a r i s e out 
of the i n c l u s i o n of the Tract; and as t o which (2) Working I n t e r ­
est Owners owning a t l e a s t s e v e n t y - f i v e percent (75%) of the U n i t 
P a r t i c i p a t i o n i n a l l Tracts t h a t meet the requirements of Section 
14(a) and 14(b) have voted i n favor of the i n c l u s i o n of such T r a c t 
and t o accept the indemnity agreement. Upon the i n c l u s i o n of such 
a Tract, the T r a c t P a r t i c i p a t i o n s which would have been a t t r i b u t e d 
t o the nonsubscribing owners of 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 t o t h i s Agreement and the U n i t Operating 
Agreement, s h a l l be a t t r i b u t e d t o the Working I n t e r e s t Owners i n 
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such Tract who have become p a r t i e s t o such agreements, and j o i n e d ' 
i n the indemnity agreement, 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 the r e i s any Tra c t 
or Tracts which have not been e f f e c t i v e l y committed t o or made sub­
j e c t t o 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. 
U n i t Operator s h a l l , when s u b m i t t i n g t h i s Agreement f o r f i n a l ap­
pro v a l by the Land Commissioner and the A.O., f i l e t h e r e w i t h a 
schedule of those t r a c t s which have been committed and made sub­
j e c t t o t h i s Agreement'and are e n t i t l e d t o p a r t i c i p a t e i n U n i t i z e d 
Substances. Said schedule s h a l l s e t f o r t h opposite each such com­
m i t t e d Tract the lease number or assignment number, the owner of 
record of the lease, and the percentage p a r t i c i p a t i o n of such t r a c t 
which s h a l l be computed according t o the p a r t i c i p a t i o n formula set 
f o r t h i n Section 13 (Tract P a r t i c i p a t i o n ) above. This schedule o f 
p a r t i c i p a t i o n s h a l l be re v i s e d E x h i b i t "B" and upon approval t h e r e ­
of by the Land Commissioner and the A.O., 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 pr o d u c t i o n o f 
U n i t i z e d Substances u n t i l a new schedule i s approved by the Land 
Commissioner and A.O. 

SECTION 15.A. ALLOCATION OF UNITIZED SUBSTANCES. A l l U n i t ­
ized Substances produced and saved ( l e s s , save and except any p a r t 
of such U n i t i z e d Substances used i n c o n f o r m i t y w i t h good o p e 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 i n j e c t i o n or unavoid­
able loss i n accordance w i t h a Plan of Operation approved by the 
A.O. and Land Commissioner) s h a l l be apportioned among and a l l o ­
cated t o the q u a l i f i e d Tracts i n accordance w i t h the r e s p e c t i v e 
Tract P a r t i c i p a t i o n s e f f e c t i v e hereunder d u r i n g the r e s p e c t i v e pe­
ri o d s 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 "B". The amount o f U n i t i z e d 
Substances so a l l o c a t e d t o each T r a c t , and only t h a t amount ( r e ­
gardless of whether i t be more or less than the amount of the ac­
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 t o have been produced from such T r a c t . 

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 b u t e d among, or accounted f o r , t o the p a r t i e s e n t i t l e d t o share 
i n the p r o d u c t i o n from such Tr a c t i n the same manner, i n the same 
pr 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 par­
t i c i p a t e d and shared i n the p r o 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 f o r c e and e f f e c t . 

No Tract committed t o t h i s Agreement and q u a l i f i e d f o r par­
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 hereunder on account of d e p l e t i o n of U n i t i z e d Sub­
stances . 

I f the Working I n t e r e s t and/or the Royalty I n t e r e s t i n any 
Tract are d i v i d e d w i t h respect t o separate parcels or p o r t i o n s of 
such Tr a c t and owned now or h e r e a f t e r i n s e v e r a l t y by d i f f e r e n t 
persons, the Tract P a r t i c i p a t i o n s h a l l i n the absence of a record­
able instrument executed by a l l owners i n such Tract and f u r n i s h e d 
to U n i t Operator f i x i n g the d i v i s i o n s of ownership, be d i v i d e d 
among such parcels or p o r t i o n s i n p r o p o r t i o n t o the number of sur­
face acres i n each. 

SECTION 15.B. WINDFALL PROFIT TAX. I n order t o comply w i t h . 
the W i n d f a l l P r o f i t Tax Act of 1980, as amended, and a p p l i c a b l e 
r e g u l a t i o n s and to ensure t h a t i n t e r e s t owners of each Tract r e ­
t a i n the W i n d f a l l P r o f i t Tax b e n e f i t s accruing t o each Tr a c t p r i o r 
t o j o i n i n g the U n i t , f o r W i n d f a l l P r o f i t Tax purposes o n l y , crude 
o i l s h a l l be a l l o c a t e d t o i n d i v i d u a l Tracts as f o l l o w s : 
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SECTION 15.C. IMPUTED NEWLY DISCOVERED CRUDE OIL. Each Tr a c t 
c o n t r i b u t i n g newly discovered crude o i l t o the U n i t Area, t h a t i s , 
each Tract c e r t i f i e d as a newly discovered p r o p e r t y f o r W i n d f a l l 
P r o f i t Tax purposes p r i o r t o j o i n i n g the U n i t (Newly Discovered 
T r a c t ) , s h a l l be a l l o c a t e d imputed newly discovered crude o i l i n 
the p r o p o r t i o n t h a t the Tra c t P a r t i c i p a t i o n o f such T r a c t bears 
to the t o t a l of the Tract P a r t i c i p a t i o n s of a l l Newly discovered 
Tracts; provided, however, t h a t imputed newly discovered crude 
o i l a l l o c a t e d t o any Tract under t h i s Subsection 15.C. s h a l l not 
exceed, i n any month, the t o t a l number o f b a r r e l s of crude o i l 
a l l o c a b l e out o f u n i t p r o d u c t i o n t o such T r a c t i n accordance w i t h 
i t s T r act P a r t i c i p a t i o n . I n the event a Newly Discovered'Tract 
i s so a l l o c a t e d a number o f b a r r e l s of imputed newly discovered 
crude o i l which i s les-s than the t o t a l number o f b a r r e l s o f crude 
o i l a l l o c a b l e out of u n i t p r o d u c t i o n t o such T r a c t i n accordance 
w i t h i t s T r a c t P a r t i c i p a t i o n , then such Newly Discovered T r a c t 
s h a l l be a l l o c a t e d any remaining u n a l l o c a t e d newly discovered crude 
o i l i n the p r o p o r t i o n t h a t the T r a c t P a r t i c i p a t i o n o f such T r a c t 
bears t o the t o t a l of the T r a c t P a r t i c i p a t i o n s o f a l l Newly Dis­
covered Tracts not p r e v i o u s l y so a l l o c a t e d the t o t a l number of 
ba r r e l s a l l o c a b l e out of u n i t p r o d u c t i o n i n accordance w i t h t h e i r 
Tract P a r t i c i p a t i o n s . This a d d i t i o n a l a l l o c a t i o n process s h a l l 
continue t o be repeated, as o u t l i n e d i n the preceding sentence, 
u n t i l such time as: 

(a) a l l Newly Discovered Tracts have been so a l l o c a t e d 
a number o f b a r r e l s of imputed newly discovered crude o i l equal 
to the t o t a l number of b a r r e l s of crude o i l a l l o c a b l e out o f 
u n i t p r o d u c t i o n t o such Tracts i n accordance w i t h t h e i r T r a c t 
P a r t i c i p a t i o n s ; or 

(b) there i s no imputed newly discovered crude o i l r e ­
maining t o be a l l o c a t e d , 

whichever occurs f i r s t . 

Any imputed newly discovered crude o i l i n excess o f the amount o f 
o i l a l l o c a b l e t o a Tra c t i n accordance w i t h t h i s Subsection 15.C. 
s h a l l be termed excess imputed newly discovered crude o i l . 

SECTION 15.D. IMPUTED STRIPPER CRUDE OIL. Each T r a c t con­
t r i b u t i n g s t r i p p e r crude o i l t o the U n i t Area, t h a t i s , each T r a c t 
c e r t i f i e d as a s t r i p p e r p r o p e r t y f o r W i n d f a l l P r o f i t Tax purposes 
p r i o r t o j o i n i n g the U n i t ( S t r i p p e r T r a c t ) , s h a l l be a l l o c a t e d im­
puted s t r i p p e r crude o i l i n the p r o p o r t i o n t h a t the T r a c t P a r t i c i ­
p a t i o n of such T r a c t bears t o the t o t a l of the Tra c t P a r t i c i p a t i o n s 
of a l l S t r i p p e r T r a c t s ; provided, however, t h a t imputed s t r i p p e r 
crude o i l a l l o c a t e d t o any Tra c t under t h i s Subsection 15.D. s h a l l 
not exceed, i n any month, the t o t a l number of b a r r e l s o f crude o i l 
a l l o c a b l e out of u n i t p r o d u c t i o n t o such T r a c t i n accordance w i t h 
i t s T r act P a r t i c i p a t i o n . I n the event a S t r i p p e r Tract i s so a l l o ­
cated a number of b a r r e l s of imputed s t r i p p e r crude o i l which i s 
less than the t o t a l number of b a r r e l s of crude o i l a l l o c a b l e out of 
u n i t production t o such T r a c t i n accordance w i t h i t s T r a c t P a r t i c i ­
p a t i o n , then such S t r i p p e r Tract s h a l l be a l l o c a t e d any remaining 
unallocated imputed s t r i p p e r crude o i l i n the p r o p o r t i o n t h a t the 
Tract P a r t i c i p a t i o n of such Tract bears t o the t o t a l of the Tra c t 
P a r t i c i p a t i o n s of a l l S t r i p p e r Tracts not p r e v i o u s l y so a l l o c a t e d 
the t o t a l number of b a r r e l s a l l o c a b l e out of u n i t p r o d u c t i o n i n 
accordance w i t h t h e i r T r a c t P a r t i c i p a t i o n s . This a d d i t i o n a l a l l o ­
c a t i o n process s h a l l continue t o be repeated, as o u t l i n e d i n the 
preceding sentence, u n t i l such time as: 

(a) a l l S t r i p p e r Tracts have been so a l l o c a t e d a number of 
ba r r e l s of imputed s t r i p p e r crude o i l equal t o the t o t a l number 
of b a r r e l s of crude o i l a l l o c a b l e out of u n i t p r o d u c t i o n t o such 
Tracts i n accordance w i t h t h e i r T r a c t P a r t i c i p a t i o n s ; or 

(b) there i s no imputed s t r i p p e r crude o i l remaining t o be 
a l l o c a t e d , 

whichever comes f i r s t . 
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Any imputed s t r i p p e r crude o i l i n excess of the amount of o i l a l l o ­
cable t o a Tract i n accordance w i t h t h i s Subsection 15.D. s h a l l be 
termed excess imputed s t r i p p e r crude o i l . 

SECTION 15.E. EXCESS IMPUTED NEWLY DISCOVERED CRUDE OIL. 
Each Tract s h a l l be a l l o c a t e d any excess imputed newly discovered 
crude o i l i n the p r o p o r t i o n t h a t i t s Tract P a r t i c i p a t i o n bears t o 
the t o t a l o f the Tract P a r t i c i p a t i o n s of a l l Tracts not p r e v i o u s l y 
a l l o c a t e d the t o t a l number of b a r r e l s of crude o i l a l l o c a b l e t o 
these Tracts out of u n i t production i n accordance w i t h the T r a c t 
P a r t i c i p a t i o n s of such T r a c t s ; provided, however, t h a t excess im­
puted newly discovered crude o i l a l l o c a t e d t o each such T r a c t , 
when added t o the t o t a l number of b a r r e l s of imputed newly discov­
ered crude o i l p r e v i o u s l y a l l o c a t e d t o i t , s h a l l not exceed, i n 
any month, the t o t a l number of b a r r e l s of o i l a l l o c a b l e t o i t out 
of u n i t p r o d u c t i o n i n accordance w i t h i t s T r a c t P a r t i c i p a t i o n . 

SECTION 15.F. EXCESS IMPUTED STRIPPER CRUDE OIL. Each T r a c t 
s h a l l be a l l o c a t e d any excess imputed s t r i p p e r crude o i l i n the 
p r o p o r t i o n t h a t i t s Tract P a r t i c i p a t i o n bears t o the t o t a l of the 
Tract P a r t i c i p a t i o n s of a l l Tracts not p r e v i o u s l y a l l o c a t e d the 
t o t a l number of crude o i l b a r r e l s a l l o c a b l e t o these Tracts out 
of u n i t p r o d u c t i o n i n accordance w i t h the Tract P a r t i c i p a t i o n s o f 
such Tracts; provided, however, t h a t excess imputed s t r i p p e r crude 
o i l a l l o c a t e d t o each such T r a c t , when added t o the t o t a l number 
of b a r r e l s of imputed s t r i p p e r crude o i l p r e v i o u s l y a l l o c a t e d t o 
i t , s h a l l not exceed, i n any month, the t o t a l number of b a r r e l s 
of o i l a l l o c a b l e t o i t out o f u n i t p r o d u c t i o n i n accordance w i t h 
i t s Tract P a r t i c i p a t i o n . 

SECTION 15.G. TAKING UNITIZED SUBSTANCES IN KIND. The U n i t ­
ize 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 k i n d 
t o the r e s p e c t i v e 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 of the owner­
ship of o i l and gas r i g h t s t h e r e i n . Each such p a r t y s h a l l have 
the r i g h t t o c o n s t r u c t , m a i n t a i n and operate a l l necessary f a c i l ­
i t i e s f o r t h a t purpose w i t h i n the U n i t i z e d Area, provided the same 
are so constructed, maintained and operated as not t o i n t e r f e r e 
w i t h U n i t Operations. Subject t o Section 17 hereof, any e x t r a ex­
penditure i n c u r r e d by U n i t Operator by reason o f 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 . b e borne by 
the p a r t y t a k i n g d e l i v e r y . I n the event any Working I n t e r e s t 
Owner s h a l l f a i l t o take or otherwise adequately dispose o f i t s 
p r o p o r t i o n a t e share of the pro d u c t i o n from the U n i t i z e d Formation, 
then so long as such c o n d i t i o n continues, U n i t Operator, f o r the 
account and a t the expense of the Working I n t e r e s t Owner of the 
Tract or Tracts concerned, and i n order t o avoid c u r t a i l i n g the 
o p e r a t i o n of the U n i t Area, may, but s h a l l not be r e q u i r e d t o , 
s e l l or otherwise dispose of such p r o d u c t i o n t o i t s e l f or t o o t h e r s , 
provided t h a t a l l c o n t r a c t s of sale by U n i t Operator of any other 
party's share of U n i t i z e d Substances s h a l l be only f o r such rea­
sonable periods of time as are c o n s i s t e n t w i t h the minimum needs 
of the i n d u s t r y under the circumstances, but i n no event s h a l l 
any such c o n t r a c t be f o r a p e r i o d i n excess of one year, and a t 
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 o d u c t i o n , and the account of such Working I n t e r e s t Owner s h a l l 
be charged t h e r e w i t h as having received such pro d u c t i o n . 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 of the 
Tract or Tracts concerned. Notwithstanding the f o r e g o i n g , U n i t Op­
e r a t o r s h a l l not make a sale i n t o i n t e r s t a t e commerce of any Work­
ing I n t e r e s t Owner's share of gas prod u c t i o n w i t h o u t f i r s t g i v i n g 
such Working I n t e r e s t Owner s i x t y (60) days' n o t i c e of such intended 
sale. 

Any Working I n t e r e s t Owner r e c e i v i n g i n k i n d or separately 
disposing of a l l or any p a r t of the- U n i t i z e d Substances a l l o c a t e d 
to any Trac t , or r e c e i v i n g the proceeds therefrom i f the same i s 
sold or purchased by U n i t Operator, s h a l l be responsible f o r the 
payment of a l l r o y a l t y , o v e r r i d i n g r o y a l t y and production payments -
due thereon, and each such p a r t y s h a l l h o l d each other Working I n ­
t e r e s t Owner harmless against a l l claims, demands and causes o f 
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a c t i o n by owners of such r o y a l t y , o v e r r i d i n g r o y a l t y and pr o d u c t i o n 
payments. 

I f , a f t e r the E f f e c t i v e Date o f t h i s Agreement, there i s any 
Tract or Tracts t h a t are subsequently committed hereto, as pro­
vided i n Section 4 (Expansion) hereof, or any Tr a c t or Tracts w i t h ­
i n the U n i t Area not committed hereto as o f the E f f e c t i v e Date 
hereof but which are subsequently committed hereto under the p r o ­
v i s i o n s of Section 14 (Tracts 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 ) and Sec­
t i o n 32 (Nonjoinder and Subsequent J o i n d e r ) ; or i f any T r a c t i s ex­
cluded from t h i s Agreement as provided f o r i n Section 21 (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 "B" s h a l l 
be r e v i s e d by the U n i t Operator; and the r e v i s e d E x h i b i t "B", upon 
approval by the Land Commissioner and the A.O., s h a l l govern the 
a l l o c a t i o n o f pro d u c t i o n on and a f t e r the e f f e c t i v e date t h e r e o f 
u n t i l a r e v i s e d schedule i s approved as hereinabove provided. 

SECTION 16. OUTSIDE SUBSTANCES. I f gas obtained from forma­
t i o n s not s u b j e c t t o t h i s Agreement i s i n t r o d u c e d i n t o the U n i t i z e d 
Formation f o r use i n r e p r e s s u r i n g , s t i m u l a t i n g o f pr o d u c t i o n or 
inc r e a s i n g u l t i m a t e recovery which s h a l l be i n conformity w i t h a 
Plan of Operation f i r s t approved by the Land Commissioner and the 
A.O., a l i k e amount of gas w i t h a p p r o p r i a t e deduction f o r loss 
or d e p l e t i o n from any cause may be withdrawn from u n i t w e l l s com­
p l e t e d i n the U n i t i z e d Formation r o y a l t y f r e e as t o dry gas, b ut 
not r o y a l t y f r e e as t o the products e x t r a c t e d therefrom; provided 
t h a t such withdrawal s h a l l be a t such time as may be provided i n 
the approved Plan of Operator or as otherwise may be consented t o 
or p r e s c r i b e d by the Land Commissioner and the A.O. as conforming 
t o good petroleum engineering p r a c t i c e s and provided f u r t h e r t h a t 
such r i g h t of withdrawal s h a l l terminate on the t e r m i n a t i o n date 
of t h i s Agreement. 

SECTION 17. ROYALTY SETTLEMENT. The State o f New Mexico and 
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 t o take i n k i n d a share o f the sub­
stances produced from any'Tract u n i t i z e d hereunder, s h a l l continue 
to be e n t i t l e d t o such r i g h t t o take i n k i n d t h e i r share o f 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 U n i t Operator 
s h a l l make d e l i v e r i e s of such Royalty share taken i n k i n d i n con­
f o r m i t y w i t h the a p p l i c a b l e c o n t r a c t s , laws and r e g u l a t i o n s . S e t t l e ­
ment f o r Royalty not taken i n k i n d 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 reg­
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 Sub­
stances produced d u r i n g the preceding calendar month; provided, how­
ever, 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 the leases, except t h a t such Roy­
a l t y s h a l l be computed on U n i t i z e d Substances as a l l o c a t e d t o each 
Tra c t i n accordance w i t h the terms of t h i s Agreement. With respect 
t o Federal leases committed hereto on which the r o y a l t y r a t e de­
pends upon the d a i l y average p r o d u c t i o n per w e l l , such average pro­
duct i o n s h a l l be determined i n accordance w i t h the o p e r a t i n g regu­
l a t i o n s p e r t a i n i n g t o Federal leases as though the committed Tracts 
were included i n a s i n g l e consolidated lease. 

I f the amount of pro d u c t i o n or the proceeds t h e r e o f accruing 
to any Royalty Owner (except the United States o f America) i n a 
Trac t depends upon the average p r o d u c t i o n per w e l l or the average 
p i p e l i n e runs per w e l l from such T r a c t d u r i n g any p e r i o d o f time, 
then such p r o d u c t i o n s h a l l be determined from and a f t e r the e f f e c ­
t i v e date hereof by d i v i d i n g the q u a n t i t y of U n i t i z e d Substances 
a l l o c a t e d hereunder t o such T r a c t d u r i n g such p e r i o d of time by 
the number of w e l l s located thereon capable of producing U n i t i z e d 
Substances as of the E f f e c t i v e Date hereof, provided t h a t any 
Tract not having any w e l l so capable of producing U n i t i z e d Sub­
stances on the E f f e c t i v e Date hereof s h a l l be considered as having 
one such w e l l f o r the purpose of t h i s p r o v i s i o n . 

A l l Royalty due the State o f New Mexico and the United States 
of-America and the other Royalty Owners hereunder s h a l l be computed 
and p a i d on the basis of a l l U n i t i z e d Substances a l l o c a t e d t o the 
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r e s p e c t i v e Trac 1- or Tracts committed hereto, i n l i e u of a c t u a l pro­
duct i o n from such T r a c t or Tr a c t s . 

With the exception of Federal and State requirements t o the 
con t r a r y , Working I n t e r e s t Owners may use or consume U n i t i z e d Sub­
stances f o r U n i t Operations and no Royalty, o v e r r i d i n g r o y a l t y , 
p roduction or other payments s h a l l be payable on account of U n i t ­
ized Substances used, l o s t , or consumed i n U n i t Operations. 

Each Royalty Owner (other than the State o f New Mexico and 
the United States of America) t h a t executes t h i s Agreement r e p r e ­
sents and warrants t h a t i t i s the owner o f a Royalty I n t e r e s t i n 
a Tract or Tracts w i t h i n the U n i t 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 T r a c t 
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 , d u r i n g the term of t h i s Agreement, then the Royalty 
I n t e r e s t of the p a r t y r e p r e s e n t i n g h i m s e l f to be the owner t h e r e ­
of 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 s o f a l l par­
t i e s s h a l l be adjusted a c c o r d i n g l y . 

SECTION 18. RENTAL SETTLEMENT. Rentals or minimum Royalt i e s 
due on the leases committed hereto s h a l l be p a i d by Working I n t e r ­
est 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 
re g u l a t i o n s provided t h a t n othing h e r e i n contained s h a l l operate 
to r e l i e v e the lessees o f any land from t h e i r r e s p e c t i v e lease ob­
l i g a t i o n s f o r the payment of any r e n t a l or minimum Royalty i n l i e u 
t h e r e o f , due under t h e i r leases. Rental f o r lands o f the State o f 
New Mexico s u b j e c t t o t h i s Agreement s h a l l be p a i d a t the r a t e 
s p e c i f i e d i n the r e s p e c t i v e leases from the State of New Mexico. 
Rental or minimum Royalty f o r lands of the United States of America 
subject t o t h i s Agreement s h a l l be p a i d a t the r a t e s p e c i f i e d i n 
the r e s p e c t i v e leases from the United States of America, unless such 
r e n t a l or minimum Royalty i s waived, suspended or reduced by law or 
by approval of the Secretary or h i s duly a u t h o r i z e d r e p r e s e n t a t i v e . 

SECTION 19. CONSERVATION. Operations hereunder and produc­
t i o n 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 o f s a i d substances w i t h o u t 
waste, as de f i n e d by or pursuant t o Federal and State laws and 
r e g u l a t i o n s . 

SECTION 20. DRAINAGE. The U n i t Operator s h a l l take a l l rea­
sonable and prudent measures t o prevent drainage o f U n i t i z e d Sub­
stances from u n i t i z e d land by w e l l s on land not s u b j e c t t o t h i s 
Agreement. 

The U n i t Operator, upon approval by the Working I n t e r e s t 
Owners, the A.O. and the Land Commissioner, i s hereby empowered 
to enter i n t o a b o r d e r l i n e agreement or agreements w i t h working 
i n t e r e s t owners of a d j o i n i n g lands not s u b j e c t t o t h i s Agreement 
w i t h respect t o op e r a t i o n i n the border area f o r the maximum eco­
nomic 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 a f f e c t e d . 

SECTION 21. LOSS OF TITLE. I n the event t i t l e t o any Tra c t 
of u n i t i z e d land s h a l l f a i l and the t r u e owner cannot be induced 
to j o i n i n t h i s Agreement, such T r a c t s h a l l be a u t o m a t i c a l l y 
regarded as not committed hereto, and there s h a l l be such read­
justment of f u t u r e costs and b e n e f i t s as may be r e q u i r e d on ac­
count of the loss of such t i t l e . I n the event of a dis p u t e as t o 
t i t l e t o any Royalty, Working I n t e r e s t , or other i n t e r e s t s s u b j e c t 
t h e r e t o , payment or d e l i v e r y on account thereof may be w i t h h e l d 
w i t h o u t l i a b i l i t y f o r 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 to State or Federal lands or leases, no 
payments of funds due the United States or the State of New Mexico 
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 A.O. or Land Commissioner (as the case may be) t o be h e l d 
as unearned money pending f i n a l s e t t l ement 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 re t u r n e d i n accordance w i t h such 
f i n a l s e ttlement. 

I f the t i t l e or r i g h t of any p a r t y c l a i m i n g the r i g h t t o r e ­
ceive i n k i n d a l l or any p o r t i o n of -the U n i t i z e d Substances a l l o ­
cated t o a Tract i s i n d i s p u t e , U n i t Operator a t the d i r e c t i o n of 
Working I n t e r e s t Owners s h a l l e i t h e r : 
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Vcu i i s 4 u x i e t u a i . cue p a i t y wiiuin sucn u n i n z e a Duosuances 
are d e l i v e r e d or t o whom the proceeds t h e r e o f are p a i d f u r n i s h 
s e c u r i t y f r x the proper accounting t h e r e f o r t o the r i g h t f u l owner 
i f the t i t l e or r i g h t of such p a r t y f a i l s i n whole or i n p a r t , or 

(b) w i t h h o l d and market the p o r t i o n of U n i t i z e d Substances 
w i t h respect t o which t i t l e or r i g h t i s i n d i s p u t e , and impound 
the proceeds thereof u n t i l such time as the t i t l e or r i g h t t h e r e ­
t o i s e s t a b l i s h e d by a f i n a l judgment of a c o u r t o f competent j u ­
r i s d i c t i o n or otherwise t o the s a t i s f a c t i o n of Working I n t e r e s t 
Owners, whereupon the proceeds so impounded s h a l l be paid t o the 
p a r t y r i g h t f u l l y e n t i t l e d t h e r e t o . 

Each Working I n t e r e s t Owner s h a l l indemnify, h o l d harmless, 
and defend a l l other Working I n t e r e s t Owners again s t any and a l l 
claims by any p a r t y against the i n t e r e s t a t t r i b u t e d t o such Work­
ing I n t e r e s t Owner on E x h i b i t "B". 

U n i t 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 d e f e c t or f a i l u r e of any t i t l e hereunder. 

SECTION 22. LEASES AND CONTRACTS CONFORMED AND EXTENDED. The 
terms, c o n d i t i o n s and p r 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 t o 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 e x t e n t necessary t o make the 
same conform t o the p r o v i s i o n s hereof, but otherwise t o remain i n 
f u l l f o r c e and e f f e c t , and the p a r t i e s hereto hereby consent t h a t 
the Secretary and the Land Commissioner, r e s p e c t i v e l y , s h a l l and 
by t h e i r approval hereof, or by the approval hereof by t h e i r duly 
authorized r e p r e s e n t a t i v e s , 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 Royalty and Roy­
a l t y requirements of Federal and State 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 s a i d requirements t o 
the p r 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 f o r e g o i n g , a l l leases, 
subleases and c o n t r a c t s are p a r t i c u l a r l y m o d i f i e d i n accordance 
w i t h the f o l l o w i n g : 

(a) The development and o p e r a t i o n of lands s u b j e c t t o t h i s 
Agreement 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 o p e r a t i o n w i t h respect t o 
each Tract s u b j e c t t o t h i s Agreement, regardless o f whether there 
i s any development of any T r a c t of the. U n i t Area, n o t w i t h s t a n d i n g 
anything t o the c o n t r a r y i n any lease, o p e r a t i n g 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 respec­
t i v e predecessors i n i n t e r e s t , or any o f them. 

(b) D r i l l i n g , producing or improved recovery operations per­
formed hereunder s h a l l be deemed t o be performed upon and f o r the 
b e n e f i t of each T r a c t , and no lease s h a l l be deemed to e x p i r e 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 the land 
t h e r e i n embraced. 

(c) Suspension of d r i l l i n g or producing operations w i t h i n 
the U n i t Area pursuant t o d r i e c t i o n or consent of the Land Com­
missioner and the A.O., or t h e i r duly a u t h o r i z e d r e p r e s e n t a t i v e s , 
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 t o each Tract w i t h i n the U n i t i z e d Area. 

(d) Each lease, sublease, or c o n t r a c t R e l a t i n g t o the ex­
p l o r a t i o n , d r i l l i n g , development, or o p e r a t i o n f o r o i l and gas 
which by i t s terms might e x p i r e p r i o r t o the t e r m i n a t i o n of t h i s 
Agreement, i s hereby extended 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 o r c e and e f f e c t 
f o r and during the term of t h i s Agreement. 

(e) Any lease embracing lands of the State o f New Mexico 
which i s made subject t o t h i s Agreement s h a l l continue i n f o r c e 
beyond the term provided t h e r e i n as t o the lands committed hereto 
u n t i l the t e r m i n a t i o n hereof. 

( f ) Any lease embracing lands of the State of New Mexico hav­
ing only a p o r t i o n of i t s land committed hereto s h a l l be segregated 
as to t h a t p o r t i o n committed and t h a t not committed, and the terms 
of such lease s h a l l apply separately to such segregated p o r t i o n s 
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notwithstanding any of the p r o v i s i o n s of t h i s Agreement t o the con­
t r a r y , such lease ( i n c l u d i n g both segregated p o r t i o n s ) s h a l l con­
t i n u e i n f u l l f o r c e and e f f e c t beyond the term provided t h e r e i n as 
to a l l lands embraced i n such lease i f o i l or gas i s , o r has here­
t o f o r e been discovered i n paying q u a n t i t i e s on some p a r t of the 
lands embraced i n such lease committed t o t h i s Agreement o r , so 
long as a p o r t i o n of the U n i t i z e d Substances produced from the U n i t 
Area i s , under the terms of t h i s Agreement, a l l o c a t e d t o the por­
t i o n of the lands covered by such lease committed t o t h i s Agreement, 
or, a t any time d u r i n g the term hereof, as t o any lease t h a t i s 
then v a l i d and s u b s i s t i n g and upon which the lessee or the U n i t Op­
er a t o r i s then engaged i n bona f i d e d r i l l i n g , reworking, or im­
proved recovery operations on any p a r t of the lands embraced i n 
such lease, then the same as t o a l l lands embraced t h e r e i n s h a l l 
remain i n f u l l f o r c e and e f f e c t so long as such operations are 
d i l i g e n t l y prosecuted, and i f they r e s u l t i n the p r o d u c t i o n of o i l 
or gas, s a i d lease s h a l l continue i n f u l l f o r c e and e f f e c t as t o 
a l l of the lands embraced t h e r e i n , so long t h e r e a f t e r as o i l or . 
gas i n paying q u a n t i t i e s i s being produced from any p o r t i o n o f s a i d 
lands. 

(g) The segregation of any Federal lease committed t o t h i s 
Agreement i s governed by the f o l l o w i n g p r o v i s i o n i n the f o u r t h 
paragraph of Section 1 7 ( j ) of the Mine r a l Leasing Act, as amended, 
by the Act of September 2, 1960 (74 St a t . 781-784): "Any (Federal) 
lease h e r e t o f o r e or h e r e a f t e r committed t o any such ( u n i t ) p l a n 
embracing lands t h a t are i n p a r t w i t h i n and i n p a r t o u t s i d e of the 
area covered by any such plan s h a l l be segregated 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 f o r c e 
and e f f e c t f o r the term thereof but f o r not less than two 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 . " 

SECTION 23. COVENANTS RUN WITH LAND. The covenants h e r e i n 
s h a l l be construed t o be covenants running w i t h the land w i t h r e ­
spect t o 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 gr a 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 s u b j e c t hereto 
s h a l l be and hereby i s con d i t i o n e d upon the assumption o f 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 o r t r a n s f e r o f any 
Working I n t e r e s t s u b j e c t hereto s h a l l be b i n d i n g upon U n i t Opera­
t o r u n t i l the f i r s t day of the calendar month a f t e r U n i t Operator 
i s f u 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 or 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 s u b j e c t hereto s h a l l 
be b i 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 s a i d Working I n t e r ­
est Owner i s f u 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, o f the recorded instrument or t r a n s f e r . 

SECTION 24. EFFECTIVE DATE AND TERM. This Agreement s h a l l 
become b i n d i n g upon each p a r t y who executes o r r a t i f i e s i t as of 
the date of execution or r a t i f i c a t i o n by such p a r t y and s h a l l be­
come e f f e c t i v e on the f i r s t day of the calendar month next f o l l o w ­
ing the approval of t h i s Agreement by the A.O., the Land Commis­
sioner and the Commission. 

I f t h i s Agreement does not become e f f e c t i v e on or before 
June 1, 1986 , i t s h a l l ipso f a c t o e x p i r e on s a i d 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 f o r c e 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 com­
bined P a r t i c i p a t i o n of a t l e a s t seventy f i v e percent (75%); and a t 
l e a s t s e v e n t y - f i v e percent (75%) of such Working I n t e r e s t Owners 
committed t o t h i s Agreement have decided t o extend E x p i r a t i o n Date 
f o r a period not t o exceed one (1) year ( h e r e i n a f t e r c a l l e d "Ex­
tended E x p i r a t i o n Date"). I f E x p i r a t i o n Date i s so extended and 
t h i s Agreement does not become e f f e c t i v e on or before Extended.Ex­
p i r a t i o n Date, i t s h a l l ipso f a c t o e x p i r e on 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 and e f f e c t . 

U n i t Operator s h a l l f i l e f o r record 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, i n the o f f i c e of the 
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County Clerk of Lea County, New Mexico, where a cou n t e r p a r t of 
t h i s Agreement has become e f f e c t i v e according t o 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. 

The terms of t h i s Agreement s h a l l be f o r and durin g the time 
t h a t U n i t i z e d Substances are produced from the u n i t i z e d land and 
so 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 improved recovery operations) are prosecuted thereon w i t h ­
out cessation of more than n i n e t y (90) consecutive days unless 
sooner terminated as h e r e i n provided. 

This Agreement may be terminated w i t h the approval of the 
Land Commissioner and the A.O. by Working I n t e r e s t Owners owning 
e i g h t y percent (80%) of the U n i t P a r t i c i p a t i o n then i n e f f e c t when­
ever such Working I n t e r e s t Owners determine t h a t U n i t Operations 
are no longer p r o f i t a b l e , or i n the i n t e r e s t of conservation. Upon 
approval, such t e r m i n a t i o n s h a l l be e f f e c t i v e as o f the f i r s t day 
of the month a f t e r s a i d Working I n t e r e s t Owners' d e t e r m i n 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 f i l e d by U n i t Operator i n 
the o f f i c e of the County Clerk of Lea County, New Mexico, w i t h i n 
t h i r t y (30) days of the e f f e c t i v e date o f t e r m i n a t i o n . 

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 con­
t r a c t s a f f e c t i n g the separate Tracts j u s t as i f t h i s Agreement had 
never been entered i n t o . 

Notwithstanding any other p r o v i s i o n i n 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 p e r i o d of s i x months a f t e r t e r m i n a t i o n o f 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 p r o p e r t y and f a c i l i t i e s used i n connection w i t h U n i t Op­
er a t i o n s . 

SECTION 25. RATE OF PROSPECTING, DEVELOPMENT AND PRODUCTION. 
A l l p r o d u c t i o n and the d i s p o s a l 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 a u t h o r i z e d 
person or r e g u l a t o r y body under any Federal o r State s t a t u t e . The 
A.O. 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, i n h i s d i s c r e t i o n , the r a t e of pros p e c t i n g and develop­
ment and w i t h i n the l i m i t s made or f i x e d by the D i v i s i o n t o a l t e r 
or modify the q u a n t i t y and r a t e of pr o d u c t i o n under t h i s Agree­
ment, such a u t h o r i t y being hereby l i m i t e d t o 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 purpose thereof and the p u b l i c 
i n t e r e s t t o be served thereby t o be s t a t e d i n the order o f 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 n 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 t o any land of the State of 
New Mexico as t o the r a t e of prospecting and development i n the 
absence of the s p e c i f i c w r i t t e n approval t h e r e o f by the Land Com­
missioner and as to any lands i n the State of New Mexico or 
privately-owned lands s u b j e c t t o t h i s Agreement or t o the quan­
t i t y and r a t e of pro d u c t i o n from such lands i n the absence of 
s p e c i f i c w r i t t e n approval t h e r e o f by the D i v i s i o n . 

Powers i n t h i s Section vested i n the A.O. s h a l l only be ex­
ercised a f t e r n o t i c e t o U n i t Operator and o p 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 , and t h e r e ­
a f t e r s u b j e c t to a d m i n i s t r a t i v e appeal before becoming f i n a l . 

SECTION 26. NONDISCRIMINATION. U n i t Operator i n connection 
w i t h the performance of work under t h i s Agreement r e l a t i n g t o 
leases of the United States, 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), which are hereby i n c o r p o r a t e d by reference 
i n t h i s Agreement. 

SECTION 27. APPEARANCES. U n i t Operator s h a l l have the r i g h t 
to appear f o r or on behalf of any i n t e r e s t s a f f e c t e d hereby before 
the Land Commissioner, the Department, and the D i v i s i o n , and t o 
appeal from any order issued under the r u l e s and r e g u l a t i o n s o f 
the Land Commissioner, the Department or the D i v i s i o n , or t o apply 
f o r r e l i e f from any of sa i d r u l e s and r e g u l a t i o n s or i n any pro­
ceedings r e l a t i v e t o operations before the Land Commissioner, the 
Department or the D i v i s i o n or any other l e g a l l y c o n s t i t u t e d author­
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 
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have the r i g h t a t h i s or i t s own expense t o be heard i n any such 
proceeding. 

SECTION 28. 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 t o be give n or rendered t o the par­
t i e s hereto s h a l l be deemed f u l l y given i f made "in w r i t i n g and 
pers o n a l l y d e l i v e r e d t o the p a r t y or p a r t i e s or sent by postpaid 
c e r t i f i e d or r e g i s t e r e d m a i l , addressed t o such p a r t y or p a r t i e s 
a t t h e i r l a s t known address s e t 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 o r consent hereof o r t o 
such other address as any such p a r t y or p a r t i e s may have f u r n i s h e d 
i n w r i t i n g t o the p a r t y sending the n o t i c e , demand or statement. 

SECTION 29. 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 p a r t y 
hereto of the r i g h t t o a s s e r t 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 t o the v a l i d i t y or i n v a l i d i t y o f any law of the State 
wherein s a i d U n i t i z e d Lands are l o c a t e d , or r e g u l a t i o n s issued t h e r e ­
under i n any way a f f e c t i n g such p a r t y , o r as a waiver by any such 
p a r t y of any r i g h t beyond h i s or i t s a u t h o r i t y t o waive; provided, 
however, each p a r t y hereto covenants t h a t i t w i l l not r e s o r t t o any 
a c t i o n t o p a r t i t i o n the u n i t i z e d land or the U n i t Equipment. 

SECTION 30. EQUIPMENT AND FACILITIES NOT FIXTURES ATTACHED TO 
REALTY. Each Working I n t e r e s t Owner has h e r e t o f o r e placed and used 
on i t s T r a c t or Tracts committed t o t h i s Agreement various w e l l and 
lease equipment 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 here­
a f t e r c o n s t i t u t e d . Therefore, f o r a l l purposes of t h i s Agreement, 
any such equipment s h a l l be considered t o be personal p r o p e r t y and 
not f i x t u r e s attached t o r e a l t y . A c c o r d i n g l y , s a i d w e l l and lease 
equipment and personal p r o p e r t y i s hereby severed from the m i n e r a l 
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 p r o p e r t y s h a l l be and remain personal pro­
p e r t y of the Working I n t e r e s t Owners f o r a l l purposes. 

SECTION 31. 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 U n i t Operator t o commence or continue im­
proved recovery operations or t o 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 U n i t Operator, de­
s p i t e the exercise of due care and d i l i g e n c e , i s prevented from 
complying 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 mun i c i p a l law or agency, unavoid­
able accident, u n c o n t r o l l a b l e 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 o b t a i n necessary m a t e r i a l s or equipment i n open market, or other 
matters beyond the reasonable c o n t r o l o f the U n i t Operator whether 
s i m i l a r t o matters h e r e i n enumerated or not. 

SECTION 32. NONJOINDER AND SUBSEQUENT JOINDER. Joinder by 
any Royalty Owner, a t any time, must be accompanied by ap p r o p r i a t e 
j o i n d e r of the corresponding Working I n t e r e s t Owner i n order f o r 
the i n t e r e s t of such Royalty Owner t o be regarded as e f f e c t i v e l y 
committed. Joinder t o t h i s Agreement by a Working I n t e r e s t Owner, 
at any time, must be accompanied by ap p r o p r i a t e j o i n d e r t o the 
Un i t Operating Agreement i n order f o r such i n t e r e s t t o be regarded 
as e f f e c t i v e l y committed t o t h i s Agreement. 

Any o i l or gas i n t e r e s t i n the U n i t i z e d Formations not com­
m i t t e d hereto p r i o r t o submission of t h i s Agreement t o the Land 
Commissioner and the A.O. 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 a p p l i c a b l e p r o v i s i o n s 
of t h i s Section and o f Section 14 (Tracts 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 ) hereof, a t any time up t o the E f f e c t i v e Date hereof on the 
same basis of T r a c t P a r t i c i p a t i o n as provided i n Section 13, by 
the owner or owners thereof s u b s c r i b i n g , r a t i f y i n g , or consenting 
i n w r i t i n g t o t h i s Agreement and, i f the i n t e r e s t i s a Working 
I n t e r e s t , by the owner of such i n t e r e s t s u b s c r i b i n g also t o the 
U n i t Operating Agreement. 

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 
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i n t h i s Section s h a l l be s u b j e c t t o such requirements or approvals 
and on such basis as may be agreed upon by Working I n t e r e s t Owners 
owning not less than s i x t y - f i v e percent (65%) o f the U n i t P a r t i c i ­
p a t i o n then i n e f f e c t , and approved by the Land Commissioner and 
A.O. Such subsequent 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 o f t h i s 
Agreement and the U n i t Operating Agreement and, where State or 
Federal land i s i n v o l v e d , such j o i n d e r must be approved by the Land 
Commissioner or A.O. Such j o i n d e r by a proposed Royalty Owner 
must be evidenced by h i s 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 t o 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. 
Except as may be otherwise h e r e i n 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 Land Commissioner and A.O. 
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 T r a c t or i n t e r e s t t o 
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 Land Com­
missioner or the A.O., i s duly made s i x t y (60) days a f t e r such 
f i l i n g . 

SECTION 33. COUNTERPARTS. This Agreement may be executed 
i n any number of c o u n t e r p a r t s , no one o f which needs t o be exe­
cuted by a l l p a r t i e s and may be r a t i f i e d or consented t o by sep­
arate 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 h e r e t o , and 
s h a l l be b i n d i n g upon a l l those p a r t i e s who have executed such a 
counterpart, r a t i f i c a t i o n or consent hereto w i t h the same f o r c e 
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 r e ­
gardless of whether or not i t i s executed by a l l o t h e r p a r t i e s 
owning or c l a i m i n g an i n t e r e s t i n the land w i t h i n the described 
U n i t Area. Furthermore, t h i s Agreement s h a l l extend t o and be 
b i n d i n g on the p a r t i e s hereto, t h e i r successors, h e i r s and assigns. 

SECTION 34. JOINDER IN DUAL CAPACITY. Execution as h e r e i n 
provided by any p a r 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, t h a t i f the p a r t y i s the owner of a Working 
I n t e r e s t , he must also execute the U n i t Operating Agreement. 

SECTION 35. TAXES. Each p a 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 a g a i n s t or 
measured by the amount or value of the U n i t i z e d Substances pro­
duced 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 U n i t Operator or the sev­
e r a l Working I n t e r e s t Owners must pay or advance s a i d 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 s a i d taxes s h a l l be reim­
bursed 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 s a i d U n i t i z e d Substances. No taxes s h a l l be charged t o 
the United States or t o the State of New Mexico, nor t o any l e s s o r 
who has a c o n t r a c t w i t h a lessee which r e q u i r e s h i s lessee t o pay 
such taxes. 

SECTION 36. NO PARTNERSHIP. The d u t i e s , o b l i g a t i o n s and 
l i a b i l i t i e s of the p a r t i e s hereto are intended t o be s e v e r a l and 
not j o i n t or c o l l e c t i v e . This Agreement i s not intended t o c r e a t e , 
and s h a l l not be construed t o create, an a s s o c i a t i o n or t r u s t , or 
to impose a p a r t n e r s h i p duty, o b l i g a t i o n or l i a b i l i t y w i t h regard 
to any one or more of the p a r t i e s hereto. Each p a r t y hereto s h a l l 
be i n d i v i d u a l l y responsible f o r i t s own o b l i g a t i o n as h e r e i n pro­
vided. 

SECTION 37. PRODUCTION AS OF THE EFFECTIVE DATE. U n i t Op­
e r a t o r s h a l l make a proper and t i m e l y gauge of a l l leases and 
other tanks w i t h i n the U n i t Area i n order t o a s c e r t a i n the amount 
of merchantable o i l above the p i p e l i n e connection, i n such tanks 
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 which 
has then been produced i n accordance w i t h e s t a b l i s h e d allowables 
s h a l l be and remain the property of the Working I n t e r e s t Owner en­
t i t l e d t h e r e t o , the same as i f the u n i t had not been formed; and the 
responsible Working I n t e r e s t Owner s h a l l promptly remove said o i l 
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from the u n i t i z e d land. Any such o i l not so removed s h a l l be s o l d 
by U n i t Operator f o r the account o f such Working I n t e r e s t Owners, 
subject t o the payment of a l l Royalty t o Royalty Owners under the 
terms hereof. The o i l t h a t i s i n excess of the p r i o r allowable 
of the w e l l s from which i t was produced s h a l l be regarded as U n i t ­
ized Substances produced a f t e r E f f e c t i v e Date hereof. 

I f , as of the E f f e c t i v e Date hereof, any Tra c t i s over­
produced w i t h respect t o the allowable of the w e l l s on t h a t T r a c t 
and the amount of over-production has been s o l d o r otherwise d i s ­
posed o f , such over-production s h a l l be regarded as a p a r t o f the 
U n i t i z e d Substances produced a f t e r the E f f e c t i v e Date hereof and 
s h a l l be charged t o such Tract as having been d e l i v e r e d t o the 
p a r t i e s e n t i t l e d t o 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 . 

SECTION 38. NO SHARING OF MARKET. This Agreement i s not 
intended t o provide and s h a l l not be construed t o provide, d i ­
r e c t l y or i n d i r e c t l y , f o r any cooperative r e f i n i n g , j o i n t sale 
or marketing of U n i t i z e d Substances. 

SECTION 39. STATUTORY UNITIZATION. I f and when Working I n ­
t e r e s t Owners owning a t l e a s t s e v e n t y - f i v e percent (75%) U n i t Par­
t i c i p a t i o n and Royalty Owners owning a t l e a s t s e v e n t y - f i v e percent 
(75%) Royalty I n t e r e s t have become p a r t i e s t o t h i s Agreement or 
have approved t h i s Agreement i n w r i t i n g and such Working I n t e r e s t 
Owners have also become p a r t i e s t o the U n i t Operating Agreement, 
U n i t Operator may make a p p l i c a t i o n t o the D i v i s i o n f o r s t a t u t o r y 
u n i t i z a t i o n of the uncommitted i n t e r e s t s pursuant t o the S t a t u t o r y 
U n i t i z a t i o n Act (Chapter 65, A r t i c l e 14, N.M.S. 1953 Annotated). 
I f such a p p l i c a t i o n i s made and s t a t u t o r y u n i t i z a t i o n i s approved 
by the D i v i s i o n , then e f f e c t i v e as of the date o f the D i v i s i o n ' s 
order approving s t a t u t o r y u n i t i z a t i o n , t h i s Agreement and/or the 
Un i t Operating Agreement s h a l l a u t o m a t i c a l l y be r e v i s e d and/or 
amended i n accordance w i t h the f o l l o w i n g : 

(1) Section 14 of t h i s Agreement s h a l l be r e v i s e d by sub­
s t i t u t i n g f o r the e n t i r e s a i d s e c t i o n the f o l l o w i n g : 

"SECTION 14. TRACTS QUALIFIED FOR PARTICIPATION. On 
and a f t e r the E f f e c t i v e Date hereof, a l l Tracts w i t h i n the U n i t 
Area s h a l l be e n t i t l e d t o p a r t i c i p a t i o n i n the pr o d u c t i o n of U n i t ­
ized Substances." 

(2) Section 24 of t h i s Agreement s h a l l be r e v i s e d by sub­
s t i t u t i n g f o r the f i r s t three paragraphs o f s a i d s e c t i o n the f o l ­
lowing: 

"SECTION 24. EFFECTIVE DATE AND TERM. This Agreement 
s h a l l become e f f e c t i v e on the f i r s t day of the calendar month next 
f o l l o w i n g the e f f e c t i v e date of the D i v i s i o n ' s order approving 
s t a t u t o r y u n i t i z a t i o n upon the terms and c o n d i t i o n s of t h i s Agree­
ment, as amended ( i f any amendment i s necessary) t o conform t o the 
Di v i s i o n ' s order; approval of t h i s Agreement, as so amended, by 
the Land Commissioner; and the A.O. and the f i l i n g by U n i t Opera­
t o r of t h i s Agreement or n o t i c e thereof f o r record i n the o f f i c e 
of the County Clerk of Lea County, New Mexico. U n i t Operator 
s h a l l not f i l e t h i s Agreement or n o t i c e thereof f o r record, and 
hence t h i s Agreement s h a l l not become e f f e c t i v e , unless w i t h i n 
n i n e t y (90) days a f t e r the date a l l other p r e r e q u i s i t e s f o r e f ­
fecti v e n e s s of t h i s Agreement have been s a t i s f i e d , such f i l i n g i s 
approved by Working I n t e r e s t Owners owning a combined U n i t Par­
t i c i p a t i o n of a t l e a s t s i x t y - f i v e percent (65%) as t o a l l Tracts 
w i t h i n the U n i t Area. 

"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 i n the o f f i c e 
of the County Clerk of Lea County, New Mexico, a c e r t i f i c a t e t o 
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 i n accordance 
w i t h i t s terms, t h e r e i n i d e n t i f y i n g -the D i v i s i o n ' s order approving 
s t a t u t o r y u n i t i z a t i o n and s t a t i n g the E f f e c t i v e Date." 
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(3) This Agreement and/or the Unjj: Operating Agreement s h a l l 
be amended in any and a l l respects necessary to conform to the 
Division's order approving statutory unitization. 

Any and a l l amendments of this Agreement and/or the Unit Op­
erating Agreement that are necessary to conform said agreements to 
the Division's order approving statutory unitization s h a l l be deemed 
to be hereby approved i n writing by the parties hereto without any 
necessity for further approval by said parties, except as follows: 

(a) I f any amendment of this Agreement has the effect 
of reducing any Royalty^ Owner's participation i n the production of 
Unitized Substances, such Royalty Owner sha l l not be deemed to have 
hereby approved the amended agreement without the necessity of fur­
ther approval in writing by said Royalty Owner; and 

(b) I f any amendment of this Agreement and/or the Unit 
Operating Agreement has the effect of reducing any Working Inter­
est Owner's participation in the production of Unitized Substances 
or increasing such Working Interest Owner's share of Unit Expense, 
such Working Interest Owner shall not be deemed to have hereby ap­
proved the amended agreements without the necessity of further ap­
proval in writing by said Working Interest Owner. 

Executed as of the day and year f i r s t above written. 

Attorney-in-Fact 

Date of Execution: 

June 2 2 . 1QR4 

THE STATE OF TEXAS § 

COUNTY OF MIDLAND § 

The f o r e g o i n g i n s t r u m e n t was acknowledged b e f o r e me t h i s 
22nd day o f June , 1 9 b y T, a T11T-nQv 

A t t o r n e v - i n - F a c t , f o r / o f G u l f O i l Corpora t - i on 

r 3. P a n n s y l v a n i a 

corporation, on behalf of said corporation. 

My Con-r.ission Expires: 
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R36E 

13 
( 40 001 

R 36 E 

EXHIBIT "A" 

EUNICE MONUMENT SOUTH 
UNIT AREA 

LEA COUNTY, NEW MEXICO 

UNIT EFFECTIVE 2 - 1 - 8 5 
Rev. 1 0 - 4 - 8 4 

Rev. 2 - 1 - 8 5 

GULF OIL CORPORATION 
MIDLAND, TEXAS 

FEDERAL LANDS 

STATE LANOS 

PATENTED LANOS 

ACREAGE 

2,734.76 

8,274 80 

3. 180 28 

PERCENTAGE 

19 27 % 

58 32 % 

22 41 

TOTAL 

UNIT OUTLINE 

14.18 9 84 100 00 % 

@ TRACT NUMBER 

SCALE I N MILES 

* . C ' E JNLESS OTHERWISE INDICATED THE VARIOUS 5ECTION5 ON 'HIS PLAI C O N T A I N 640 0 0 ACRES 
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UNIT OPERATING AGREEMENT 
EUNICE MONUMENT SOUTH UNIT 
LEA COUNTY, NEW MEXICO 

THIS AGREEMENT, entered i n t o as of the 22nd day of 

June , 198_4, by the p a r t i e s who have signed the 

o r i g i n a l of t h i s instrument, a counterpart t h e r e o f or other i n ­

strument agreeing t o be bound by the p r o v i s i o n s hereof; 

W I T N E S S E T H : 

WHEREAS, the p a r t i e s hereto, as Working I n t e r e s t Owners 

have executed t h a t c e r t a i n agreement e n t i t l e d " Unit Agreement, 

Eunice Monument South U n i t , Lea County, New Mexico" h e r e i n a f t e r r e ­

f e r r e d t o as "Unit Agreement", and which, among other t h i n g s , pro­

vides f o r a separate agreement t o be made and entered i n t o by and 

between Working I n t e r e s t Owners t o provide f o r U n i t Operations 

t h e r e i n defined: 

NOW, THEREFORE, i n c o n s i d e r a t i o n o f the mutual agreements 

h e r e i n set f o r t h , i t i s agreed as f o l l o w s : 

ARTICLE 1 

CONFIRMATION OF UNIT AGREEMENT 

1.1 Confirmation of U n i t Agreement. The U n i t Agreement 

i s hereby confirmed and i n c o r p o r a t e d h e r e i n by reference and made 

a p a r t of t h i s Agreement. The d e f i n i t i o n s i n the U n i t Agreement 

are adopted f o r a l l purposes of t h i s Agreement. I n the event o f 

any c o n f l i c t between the U n i t Agreement and t h i s Agreement, the 

Un i t Agreement s h a l l p r e v a i l . 

ARTICLE 2 

EXHIBITS 

2.1 E x h i b i t s . The f o l l o w i n g e x h i b i t s are in c o r p o r a t e d 

herein by reference or attachment: 

2.1.1 E x h i b i t s "A" and "B" of the U n i t 

Agreement. 

2.1-2 E x h i b i t "C", attached hereto, i s a 

summary showing each Working I n t e r e s t Owner's 

Working I n t e r e s t i n each T r a c t , the percentage 



of t o t a l U n i t P a r t i c i p a t i o n a t t r i b u t a b l e t o each 

such i n t e r e s t , and the t o t a l U n i t P a r t i c i p a t i o n 

o f each Working Interest'Owner. 

2.1.3 E x h i b i t "D", attached hereto, con­

t a i n s insurance p r o v i s i o n s a p p l i c a b l e t o U n i t 

Operations. 

2.1.4 E x h i b i t "E", attached hereto, i s 

the Accounting Procedure a p p l i c a b l e t o U n i t Op­

e r a t i o n s . I n the event of c o n f l i c t between 

t h i s agreement and E x h i b i t "E", t h i s agreement 

s h a l l p r e v a i l . 

2.1.5 E x h i b i t "F", attached hereto, con­

t a i n s C e r t i f i c a t e o f Compliance p r o v i s i o n s pro­

vided f o r i n A r t i c l e 21. 

2.1.6 E x h i b i t "G", attached hereto, i s 

the Gas Balancing Agreement a p p l i c a b l e t o U n i t 

Operations. 

2.2 Revision o f E x h i b i t s . Whenever E x h i b i t A or B are 

r e v i s e d , E x h i b i t C s h a l l be r e v i s e d a c c o r d i n g l y and be e f f e c t i v e 

as of the same date. U n i t Operator s h a l l a l s o r e v i s e E x h i b i t C 

from time t o time as r e q u i r e d t o conform t o changes i n ownership 

of which U n i t Operator has been n o t i f i e d as provided i n the U n i t 

Agreement. 

2.3 Reference t o E x h i b i t s . When reference i s made here­

i n t o an e x h i b i t , ' i t 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 , t o the l a s t r e v i s i o n . 

ARTICLE 3 

SUPERVISION OF OPERATIONS BY 
WORKING INTEREST OWNERS 

3.1 O v e r a l l Supervision. Subject t o the other terms 

and p r o v i s i o n s of t h i s agreement and of the U n i t Agreement, Work­

ing I n t e r e s t Owners s h a l l exercise o v e r a l l s u p e r v i s i o n and c o n t r o l 

of a l l matters p e r t a i n i n g t o the U n i t Operations pursuant t o t h i s 

Agreement and the U n i t Agreement. I n the exercise o f such power, 

each Working I n t e r e s t Owner s h a l l act s o l e l y i n i t s own behalf i n 
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the capacity of an individual owner and not on behalf of the own­

ers as an entirety. 

3.2 Particular Powers and Duties. The Working Interest 

Owners, using the voting procedures given in A r t i c l e 4.3, unless 

otherwise s p e c i f i c a l l y provided in this Agreement, s h a l l decide 

matters pertaining to Unit Operations which include, but are not 

limited to the following: 

3.2.1 Method of Operation. The kind, char­

acter and method of operation, including any type 

of pressure maintenance, secondary recovery or 

other enhanced recovery program to be employed. 

3.2.2 D r i l l i n g of Wells. The d r i l l i n g , 

deepening, or sidetracking of any well within 

the Unit Area for the production of Unitized 

Substances; and the d r i l l i n g of any well for i n ­

jection, s a l t water disposal or for any other 

Unit purpose. 

3.2.3 Well Workovers and Change of Status. 

The reworking, recompleting or repairing of any 

well for the purpose of production of Unitized 

Substances reasonably estimated to require an 

expenditure i n excess of the expenditure limita­

tion specified in Section 3.2.4 hereinbelow; and 

the abandonment or change of status of any well 

in the Unit, or the use of any such well for i n ­

jection or other purposes. 

3.2.4 Expenditures. Making of any single 

expenditure i n excess of thirty-five thousand 

dollars ($35,000.00) , except as pro­

vided in Section 7.9 hereof; provided that approv­

al by Working Interest Owners for the d r i l l i n g , 
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sidetracking- reworking, d r i l l i n g deeper or plug­

ging back of any well shall include approval of 

a l l necessary expenditures required therefor and 

for completing, testing and equipping the same, 

including necessary flow lines, separators and 

lease tankage. 

3.2.5 Amendment of Overhead Rates. The 

amendment of the overhead rates provided for in 

Section I I I of Exhibit "E" i f , as set forth in 

Section I I I . 3 of Exhibit "E", such rates are 

found to be insufficient or excessive. 

3.2.6 Disposition of Surplus F a c i l i t i e s . 

Selling or otherwise disposing of any major item 

of surplus unit material or equipment, the cur­

rent l i s t price of new equipment similar thereto 

being fifteen thousand dollars ($15,000.00) 

or more. 

3.2.7 Appearance Before a Court or Regula­

tory Body. The designating of a representative to 

appear before any court or regulatory body in mat­

ters pertaining to unit operations; provided, how­

ever, that the authorization by Working Interest 

Owners of the designation of any such representa­

tives s h a l l not prevent any Working Interest Owner 

from appearing in person or from designating an­

other representative in i t s own behalf. 

3.2.8 Audit Exceptions. Any unresolved audit 

exceptions relating to audits as provided for in 

Exhibit "E". 

3.2.9 Assignments to Committees. The 

appointment or designation of committees or 

subcommittees necessary for the study of any pro­

blem in connection with Unit Operations. 
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3.2.10 The s e l e c t i o n of a successor t o the 

U n i t Operator. 

3.2.11 The enlargement of the U n i t Area. 

3.2.12 The adjustment and readjustment o f 

investments. 

3.2.13 - A c q u i s i t i o n o f Wells f o r U n i t Op­

e r a t i o n s . 

3.2.14 The t e r m i n a t i o n of the U n i t Agree­

ment. 

ARTICLE 4 

MANNER OF EXERCISING SUPERVISION 

4.1 Designation of Representatives. Each Working I n t e r ­

e s t Owner s h a l l advise U n i t Operator i n w r i t i n g the names and ad­

dresses of i t s r e p r e s e n t a t i v e and a l t e r n a t e who are authorized t o 

represent and bind i t i n respect t o any matter p e r t a i n i n g t o the 

development and o p e r a t i o n of the U n i t Area. Such r e p r e s e n t a t i v e 

or a l t e r n a t e may -be changed from time t o time by w r i t t e n n o t i c e t o 

U n i t Operator. 

4.2 Meetings. A l l meetings of Working I n t e r e s t Owners 

f o r the purpose of c o n s i d e r i n g and a c t i n g 'upon any matter p e r t a i n ­

i n g t o the development and o p e r a t i o n of the U n i t Area s h a l l be 

c a l l e d by U n i t Operator upon i t s own motion or a t the request of 

two or more Working I n t e r e s t Owners having a t o t a l U n i t P a r t i c i p a ­

t i o n of not less than,ten (10%) percent. No meeting s h a l l be 

c a l l e d on less than f o u r t e e n (14) days' advance w r i t t e n n o t i c e , 

w i t h agenda f o r the meeting attached. The Working I n t e r e s t Owners 

attending such meeting s h a l l not be prevented from amending items 

included i n the agenda or from d e c i d i n g such amended item or from 

deciding other items presented a t such meeting. The representa­

t i v e of U n i t Operator s h a l l be Chairman of each meeting. 

4.3 Voting Procedure. Working I n t e r e s t Owners s h a l l 

act upon and determine a l l matters coming before them, as f o l l o w s : 
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4.3.1 V o t i n g I n t e r e s t . Each Working I n t e r ­

est Owner s h a l l have a v o t i n g i n t e r e s t equal t o 

i t s U n i t P a r t i c i p a t i o n i n e f f e c t a t the time of 

the vote. 

4.3.2 Vote Required. Unless otherwise pro­

vided h e r e i n or i n the U n i t Agreement, Working 

I n t e r e s t Owners s h a l l determine a l l matters by 

the a f f i r m a t i v e vote of f o u r or more Working I n ­

t e r e s t Owners having a combined v o t i n g i n t e r e s t 

of at l e a s t s i x t y - f i v e percent (65%); however, 

should any one Working I n t e r e s t Owner have more 

than t h i r t y percent (30%) v o t i n g i n t e r e s t , i t s 

negative vote or f a i l u r e t o vote s h a l l not de­

f e a t a motion and such motion s h a l l pass i f ap­

proved by Working I n t e r e s t Owners having a ma­

j o r i t y v o t i n g i n t e r e s t , unless two or more ad­

d i t i o n a l Working I n t e r e s t Owners having a com­

bined v o t i n g i n t e r e s t of at. l e a s t f i v e percent 

(5%) l i k e w i s e vote against the motion or f a i l 

t o vote. 

4.3.3 Vote a t Meeting by Non-Attending 

Working I n t e r e s t Owners. Any Working I n t e r e s t 

Owner not represented a t a meeting may vote on 

any item i n c l u d e d i n the agenda of the meeting 

by l e t t e r or telegram addressed t o the Chairman 

of the meeting, provided such vote i s received 

p r i o r t o the submission of such it e m t o vote. 

Such vote s h a l l not be counted w i t h respect t o 

any item on the agenda which i s amended a t the 

meeting. 

4.3.4 P o l l Votes. Working I n t e r e s t Owners 

may decide any matter by vote taken by l e t t e r or 

telegram, provided the matter i s f i r s t submitted 

i n w r i t i n g t o each Working I n t e r e s t Owner and no 

meeting on the matter i s c a l l e d , as provided i n 

Paragraph 4.2, w i t h i n f o u r t e e n (14) days a f t e r 

such proposal i s dispatched t o Working I n t e r e s t 
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Owners. Such vote w i l l be f i n a l and U n i t Oper­

a t o r w i l l give prompt n o t i c e o f the r e s u l t s o f 

such v o t i n g t o a l l Working I n t e r e s t Owners. 

ARTICLE 5 

INDIVIDUAL RIGHTS AND PRIVILEGES 
OF WORKING INTEREST OWNERS 

5.1 Reservation o f Rights. Working I n t e r e s t Owners sev­

e r a l l y reserve to themselves a l l t h e i r r i g h t s - powers, a u t h o r i t y 

and p r i v i l e g e s , except as expressly otherwise provided i n t h i s 

Agreement and i n the U n i t Agreement. 

5.2 S p e c i f i c Rights. Each Working I n t e r e s t Owner s h a l l 

have, among ot h e r s , the f o l l o w i n g s p e c i f i c r i g h t s and p r i v i l e g e s : 

5.2.1 Access t o U n i t Area. Access t o the 

U n i t Area, a t a l l reasonable times, t o i n s p e c t 

the operations hereunder and a l l w e l l s and r e ­

cords and data p e r t a i n i n g t h e r e t o . 

5.2.2 Reports by Request. The r i g h t t o 

receive from U n i t Operator, upon w r i t t e n r e ­

quest, copies of a l l r e p o r t s t o any governmen­

t a l agency, r e p o r t s of crude o i l runs and 

stocks, i n v e n t o r y r e p o r t s and a l l other data 

p e r t a i n i n g t o U n i t Operations. The cost o f 

gath e r i n g and f u r n i s h i n g data not o r d i n a r i l y 

f u r n i s h e d by U n i t Operator t o a l l Working I n ­

t e r e s t Owners s h a l l be charged s o l e l y t o Work­

ing I n t e r e s t Owners requesting the same. 

5.2.3 A u d i t s . The r i g h t t o a u d i t the ac­

counts of U n i t Operator according t o the p r o v i ­

sions of E x h i b i t "E". 

ARTICLE 6 

UNIT OPERATOR 

6 - 1 U n i t Operator. Gulf O i l Corporation i s hereby de­

signated as the i n i t i a l U n i t Operator. 

6.2 Resignation or Removal. U n i t Operator may r e s i g n 

at any time. U n i t Operator may be removed at any time by the 
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a f f i r m a t i v e vote of Working I n t e r e s t Owners having e i g h t y 

percent ( 80 %) or more of the v o t i n g i n t e r e s t remaining a f t e r 

excluding the v o t i n g i n t e r e s t o f U n i t Operator. Such r e s i g n a t i o n 

or removal s h a l l not become e f f e c t i v e f o r a p e r i o d of s i x (6) 

months a f t e r the r e s i g n a t i o n or removal, unless a successor U n i t 

Operator has taken over U n i t Operations p r i o r t o the e x p i r a t i o n of 

such p e r i o d . 

6.3 S e l e c t i o n of Successor. Upon the r e s i g n a t i o n or 

removal of U n i t Operator, a successor U n i t Operator s h a l l be 

selected by Working I n t e r e s t Owners as provided i n Section 8 of 

the U n i t Agreement. 

6.4 Records and I n f o r m a t i o n . The U n i t Operator r e s i g n ­

ing or being removed s h a l l give complete cooperation t o the new 

U n i t Operator and s h a l l d e l i v e r t o i t s successor a l l records and 

i n f o r m a t i o n necessary t o the discharge of the new U n i t Operator's 

du t i e s and o b l i g a t i o n s . 

ARTICLE 7 

POWERS AND DUTIES OF UNIT OPERATOR 

7.1 Exclusive Rights t o Operate U n i t . Subject t o the 

other p r o v i s i o n s of t h i s Agreement, and t o the orders, d i r e c t i o n s 

and l i m i t a t i o n s r i g h t f u l l y given or imposed by Working I n t e r e s t 

Owners, U n i t Operator s h a l l have the e x c l u s i v e r i g h t and be o b l i ­

gated t o conduct U n i t Operations. 

7.2 Workmanlike Conduct. U n i t Operator s h a l l conduct 

a l l operations hereunder i n a good and workmanlike manner and, i n 

the absence of s p e c i f i c i n s t r u c t i o n s from Working I n t e r e s t Owners, 

s h a l l have the r i g h t and duty t o conduct such operations i n the 

same manner as would a prudeTTt operator under the same or i n s i m i ­

l a r circumstances. U n i t Operator s h a l l f r e e l y c o n s u l t w i t h Work­

ing I n t e r e s t Owners and keep them advised of a l l matters a r i s i n g 

i n connection w i t h such operations which U n i t Operator, i n the 
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exercise of i t s best judgment, considers important. Unit Operator 

s h a l l not be liable to Working Interest Owners for damages, unless 

such damages result from the gross negligence or w i l l f u l miscon­

duct of Unit Operator. 

7.3 Liens and Encumbrances. Unit Operator s h a l l en­

deavor t o keep the land and leases i n the Unit Area free from a l l 

l i e n s and encumbrances occasioned by i t s operations hereunder, ex­

cept the l i e n of Unit Operator granted hereunder. 

7.4 Employees. The number of employees used by U n i t 

Operator i n conducting operations hereunder, the s e l e c t i o n of such 

employees, the hours of labor and the compensation f o r services t o 

be paid any and a l l such employees s h a l l be determined by Unit Op­

e r a t o r . S.uch employees s h a l l be employed by Unit Operator. 

7.5 Records. Unit Operator s h a l l keep true and c o r r e c t 

books, accounts and records of i t s operations hereunder. 

7.6 Reports to Working I n t e r e s t Owners. Unit Operator 

s h a l l f u r n i s h to each Working I n t e r e s t Owner periodic reports of 

the development and operation of the Unit Area. 

7.7 Reports to Governmental A u t h o r i t i e s . Unit Operator 

s h a l l make a l l reports to governmental a u t h o r i t i e s t h a t i t has the 

duty t o make as Unit Operator. 

7.8 Engineering and Geological Information. Unit Op­

e r a t o r s h a l l f u r n i s h to each Working I n t e r e s t Owner, upon w r i t t e n 

request, a copy of the log of, and copies of engineering and geo­

l o g i c a l data pertaining t o , wells d r i l l e d by Unit Operator. 

7.9 Expenditures. Unit Operator i s authorized t o make 

si n g l e expenditures not i n excess of t h i r t y - f i v e .thousand d o l l a r s 

($35, 000. 00) without p r i o r approval of Working I n t e r ­

est Owners. I f an emergency occurs, Unit Operator may immediately 

make or incur such expenditures as i n i t s opinion are required t o 

deal w i t h the emergency. Unit Operator s h a l l report to Working 

I n t e r e s t Owner, as promptly as possible, the nature of the emer­

gency and the action taken. 

7.10 Wells D r i l l e d by Unit Operator. A l l wells d r i l l e d 

by U n i t Operator s h a l l be at the usual rates p r e v a i l i n g i n the 

area. Unit Operator may employ i t s own tools and equipment, but 



the charge t h e r e f o r s h a l l not exceed the p r e v a i l i n g r a t e i n the 

area, and the work s h a l l be performed by U n i t Operator under the 

same terms and c o n d i t i o n s as are usual i n the area i n c o n t r a c t s 

of independent c o n t r a c t o r s doing work of a s i m i l a r nature. 

7.11 Border Agreements. U n i t Operator may, a f t e r ap­

pro v a l by Working I n t e r e s t Owners, enter i n t o border agreements 

w i t h respect t o lands adjacent t o the U n i t Area f o r the purpose 

of c o o r d i n a t i n g operations. 

ARTICLE 8 

TAXES 

8.1 Ad Valorem Taxes. Beginning w i t h the f i r s t calen­

dar year a f t e r the E f f e c t i v e Date hereof, U n i t Operator s h a l l make 

and f i l e a l l necessary property t a x r e n d i t i o n s , whether on r e a l or 

personal property and r e t u r n s w i t h the proper t a x i n g a u t h o r i t i e s 

w i t h respect to a l l property o f each Working I n t e r e s t Owner used 

or held by U n i t Operator f o r U n i t Operations. U n i t Operator s h a l l 

s e t t l e assessments a r i s i n g therefrom. A l l such p r o p e r t y taxes 

s h a l l be paid by U n i t Operator and charged t o the j o i n t account; 

however, i f the i n t e r e s t o f a Working I n t e r e s t Owner i s su b j e c t t o 

a separately assessed 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 p r o d u c t i o n pay­

ment or other i n t e r e s t i n excess of a one-eighth (1/8) r o y a l t y , 

such Working I n t e r e s t Owner s h a l l n o t i f y U n i t Operator of such 

i n t e r e s t p r i o r t o the r e n d i t i o n date and s h a l l be given c r e d i t f o r 

the r e d u c t i o n i n taxes paid r e s u l t i n g therefrom. Any Working I n ­

t e r e s t Owner d i s s a t i s f i e d w i t h any assessment o f i t s i n t e r e s t i n 

r e a l or personal p r o p e r t y s h a l l have the r i g h t , a t i t s own expense, 

and a f t e r due n o t i c e t o the U n i t Operator, t o p r o t e s t and r e s i s t 

any such assessment, 

8.2 Taxes and Assessments. Each Working I n t e r e s t Owner 

s h a l l pay or cause t o be paid a l l p r o d u c t i o n , severance, g a t h e r i n g , 

w i n d f a l l p r o f i t s t ax and other taxes and assessments imposed upon 

or on account of the produc t i o n or handling of i t s share of U n i t ­

iz e d Substances. 

8.3 Income Tax E l e c t i o n . Notwithstanding any p r o v i ­

sions h e r e i n t h a t the r i g h t s and l i a b i l i t i e s hereunder are several 

and not j o i n t or c o l l e c t i v e , or t h a t t h i s Agreement and operations 
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hereunder s h a l l not c o n s t i t u t e a p a r t n e r s h i p , i f f o r Federal income 

tax purposes t h i s Agreement and the operations hereunder are r e ­

garded as a p a r t n e r s h i p , then each of the P a r t i e s hereto e l e c t s t o 

be excluded from the a p p l i c a t i o n of a l l o f the p r o v i s i o n s of Sub­

chapter K, Chapter 1, S u b t i t l e A, o f the I n t e r n a l Revenue Code of 

1954, as p e r m i t t e d and authorized by Section 761 of the Code and 

the r e g u l a t i o n s promulgated thereunder. U n i t Operator i s autho-

r i z e d and d i r e c t e d t o execute on behalf o f each of the P a r t i e s 

hereto such evidence of t h i s e l e c t i o n as may be r e q u i r e d by the 

Secretary of the Treasury of the United States or the Federal I n ­

t e r n a l Revenue Service, i n c l u d i n g s p e c i f i c a l l y , but not by way of 

l i m i t a t i o n , a l l of the r e t u r n s , statements, and the data r e q u i r e d 

by Federal Regulations 1.761-1(a). Should t h e r e be any r e q u i r e ­

ment t h a t each Party hereto give f u r t h e r evidence of t h i s e l e c t i o n , 

each such Party s h a l l execute such documents and f u r n i s h such other 

evidence as may be r e q u i r e d by the Federal I n t e r n a l Revenue Service 

or as may be necessary t o evidence t h i s e l e c t i o n . Each p a r t y here­

to f u r t h e r agrees not t o give any n o t i c e s or take any other a c t i o n 

i n c o n s i s t e n t w i t h the e l e c t i o n made hereby. I f any present or f u ­

t u r e income tax laws of the s t a t e i n which-the U n i t Area i s l o ­

cated or any f u t u r e income tax law o f the United States c o n t a i n 

p r o v i s i o n s s i m i l a r t o those i n Subchapter K, Chapter 1, S u b t i t l e 

A, of the I n t e r n a l Revenue Code of 19 54, under which an e l e c t i o n 

s i m i l a r to t h a t provided by Section 761 o f the Code i s p e r m i t t e d , 

each of the P a r t i e s hereto agrees t o make such e l e c t i o n as may be 

p e r m i t t e d or r e q u i r e d by such laws. I n making the foregoing e l e c ­

t i o n , each of the P a r t i e s s t a t e s t h a t the income d e r i v e d by such 

Party from the operations under t h i s Agreement can be adequately 

determined w i t h o u t the computation of p a r t n e r s h i p taxable income. 

ARTICLE 9 

INSURANCE 

9.1 Insurance. U n i t Operator, w i t h respect t o U n i t Op­

e r a t i o n s , s h a l l : 

(a) comply w i t h the Workmen's Compen­
s a t i o n Laws of the State, 
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(b) c a r r y Employer's L i a b i l i t y and 
other insurance r e q u i r e d by the 
laws o f the State, and 

(c) provide other insurance as s e t 
f o r t h i n E x h i b i t D. 

ARTICLE 10 

ADJUSTMENT OF INVESTMENTS 

10.1 Personal Property Taken Over. Upon the e f f e c t i v e 

date hereof, Working I n t e r e s t Owners s h a l l d e l i v e r t o U n i t Opera­

t o r possession o f : 

10.1.1 Wells and Well Equipment. A l l 

usable wellbores as defin e d i n A r t i c l e 11.3, 

together w i t h the casing, t u b i n g , and downhole 

.equipment up t o and i n c l u d i n g the Christmas 

t r e e . 

10.1.2 Lease and Operating Equipment. 

A l l lease and o p e r a t i n g equipment, s a l t water 

d i s p o s a l w e l l s and f a c i l i t y systems r e l a t e d t o 

the u n i t i z e d f o rmation which Working I n t e r e s t 

Owners determine t o be necessary or d e s i r a b l e 

f o r conducting U n i t Operations. 

10.1.3 Records. A copy o f a l l produc­

t i o n and w e l l records p e r t a i n i n g t o any w e l l 

which has h i s t o r i c a l l y or i s c u r r e n t l y produc­

i n g from the U n i t i z e d Formation. 

10.2 Inventory and Evalua t i o n o f Personal Property. 

Working I n t e r e s t Owners s h a l l appoint an i n v e n t o r y committee which 

s h a l l , as of the E f f e c t i v e Date hereof, or as soon t h e r e a f t e r as 

f e a s i b l e , cause t o be taken, under the s u p e r v i s i o n of the U n i t Op­

e r a t o r and at U n i t Expense, j o i n t p h y s i c a l i n v e n t o r i e s of lease and 

w e l l equipment w i t h i n the U n i t Area, which i n v e n t o r i e s s h a l l be 

used as a basis f o r determining the c o n t r o l l a b l e items of equipment 

to be taken over by the U n i t Operator hereunder. The U n i t Operator 

s h a l l n o t i f y each Working I n t e r e s t Owner w i t h i n each separate Tract 

a t l e a s t f i v e (.5) days p r i o r t o the t a k i n g of the i n v e n t o r y w i t h 

respect t o said T r a c t , so t h a t each of sa i d Working I n t e r e s t Own­

ers may make arrangements t o be represented a t the t a k i n g of the 

inv e n t o r y . Such i n v e n t o r i e s s h a l l exclude a l l items not of use 

and value to the U n i t and not necessary t o U n i t Operations. Such 
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i n v e n t o r i e s s h a l l i n clude and be l i m i t e d t o those items o f equip­

ment normally considered c o n t r o l l a b l e as recommended i n the mate­

r i a l c l a s s i f i c a t i o n manual i n B u l l e t i n No. 6 dated May, 1971, or 

any amendments t h e r e t o , published by the Petroleum Accountants 

Society of North America, except t h a t c e r t a i n items normally con­

sidered n o n c o n t r o l l a b l e , such as sucker rods and other items as 

agreed upon by the Working I n t e r e s t Owners may be in c l u d e d i n the 

i n v e n t o r i e s i n order t o insure a more e q u i t a b l e adjustment o f i n ­

vestments. Immediately f o l l o w i n g completion, such i n v e n t o r i e s 

s h a l l be p r i c e d i n accordance w i t h the p r o v i s i o n of E x h i b i t "E", 

Accounting Procedure, attached hereto and made a p a r t hereof; such 

p r i c i n g s h a l l be performed under the s u p e r v i s i o n o f , by the per­

sonnel of and i n the o f f i c e s of the U n i t Operator, w i t h Working 

I n t e r e s t Owners f u r n i s h i n g such a d d i t i o n a l p r i c i n g help as may be 

a v a i l a b l e and necessary. I t i s s p e c i f i c a l l y provided t h a t w i t h 

respect t o each w e l l taken over f o r U n i t Operations, no value 

s h a l l be assigned t o i n t a n g i b l e d r i l l i n g costs o f such w e l l or t o 

the down-hole casing t h e r e i n . 

10.3 Inventory and V a l u a t i o n s . A f t e r completion of 

the i n v e n t o r y and e v a l u a t i o n of p r o p e r t y i n accordance w i t h the 

pr o v i s i o n s of Section'10.2, U n i t Operator s h a l l submit t o each 

Working I n t e r e s t Owner a copy of the i n v e n t o r y and v a l u a t i o n s 

thereon together w i t h a l e t t e r b a l l o t f o r approval of such inven­

t o r y and v a l u a t i o n s . W i t h i n s i x t y (60) days a f t e r r e c e i p t of such 

i n v e n t o r y and v a l u a t i o n s each Working I n t e r e s t Owner s h a l l r e t u r n 

such l e t t e r b a l l o t t o U n i t Operator i n d i c a t i n g i t s approval or 

disapproval t h e r e o f . I t i s agreed t h a t such i n v e n t o r y and valua­

t i o n s s h a l l be b i n d i n g upon a l l p a r t i e s i f approved by Working I n ­

t e r e s t Owners owning as much as s i x t y - f i v e percent (65%) of the 

Working I n t e r e s t i n the U n i t Area. 

10.4 Investment Adjustment. As soon as p r a c t i c a b l e 

a f t e r approval by Working I n t e r e s t Owners of the i n v e n t o r y and 

v a l u a t i o n s as provided i n Section 10.3, each Working I n t e r e s t Own­

er s h a l l be c r e d i t e d w i t h the value of i t s i n t e r e s t i n a l l per­

sonal property so taken over by U n i t Operator under Sections 10.1.1 

and 10.1.2, and charged w i t h an amount equal t o t h a t obtained by 

m u l t i p l y i n g the t o t a l value of a l l such personal p r o p e r t y so taken 

over by U n i t Operator under Sections 10.1.1 and 10.1.2 by such 

Working I n t e r e s t Owner's U n i t P a r t i c i p a t i o n , as shown on E x h i b i t 
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"C", attached hereto. I f the charge against any Working I n t e r e s t 

Owner i s greater than the amount c r e d i t e d t o such Working I n t e r e s t 

Owner, the r e s u l t i n g net charge s h a l l be p a i d and i n a l l other r e ­

spects be t r e a t e d as any other item o f U n i t Expense chargeable 

against such Working I n t e r e s t Owner. I f the c r e d i t t o any Work­

ing I n t e r e s t Owner i s greater than the amount charged against such 

Working I n t e r e s t Owner, the r e s u l t i n g net c r e d i t s h a l l be p a i d t o 

such Working I n t e r e s t Owner by U n i t Operator out of funds received 

by i t i n settlement of the net charges described above. 

10.5 General F a c i l i t i e s . The a c q u i s i t i o n of warehouses, 

warehouse stocks, lease houses, camps, f a c i l i t i e s systems, and 

o f f i c e b u i l d i n g necessary f o r U n i t Operations s h a l l be by n e g o t i ­

a t i o n by and between the owners t h e r e o f and U n i t Operator, s u b j e c t 

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

10.6 Ownership of Personal Property and F a c i l i t i e s . 

Each Working I n t e r e s t Owner, i n d i v i d u a l l y , s h a l l , by v i r t u e here­

o f , own an undivided i n t e r e s t i n a l l personal p r o p e r t y and f a c i l ­

i t i e s taken over or otherwise acquired by U n i t Operator pursuant 

to t h i s agreement equal t o i t s U n i t P a r t i c i p a t i o n , shown on Exhib­

i t "C", attached hereto. 

ARTICLE 11 

WELLBORES 

11.1 Demand Wells. Upon the E f f e c t i v e Date of U n i t i z a ­

t i o n , or t h e r e a f t e r as demanded by the U n i t Operator pursuant t o 

the U n i t plan of o p e r a t i o n s , Working I n t e r e s t Owners w i l l provide a 

useable w e l l b o r e , as d e f i n e d i n A r t i c l e 11.3, on each f o r t y acres 

which would c o n s t i t u t e a p r o r a t i o n u n i t w i t h i n the U n i t Area. I f 

any such f o r t y acres i s not provided w i t h a useable w e l l b o r e upon 

demand, the owner or owners c o n t r i b u t i n g the f o r t y acre l o c a t i o n 

s h a l l have the o p t i o n f o r n i n e t y (90) days t o provide a useable 

wellbore. I f a useable we l l b o r e i s not provided w i t h i n the n i n e t y 

day p e r i o d , the owner or owners c o n t r i b u t i n g the f o r t y acre l o c a ­

t i o n s h a l l w i t h i n 10 days of the end of such n i n e t y (90) day p e r i ­

od r e m i t the sum of one hundred thousand d o l l a r s ($100,000) to the 

U n i t Operator t o be a p p l i e d toward the cost of d r i l l i n g , com­

pleting., and equipping a w e l l on the d e f i c i e n t f o r t y acre l o c a t i o n . 

A l l costs o f d r i l l i n g , completing, and equipping the w e l l i n ex­

cess of the $100,000 s h a l l be charged t o the j o i n t account t o be 
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shared by a l l owners 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 U n i t Par­

t i c i p a t i o n percentage. I n the event t h a t an owner or owners f a i l 

t o provide a r e q u i r e d useable wellbore- and f a i l t o pay the as­

sessed $100,000 f o r each wellbore d e f i c i e n t l o c a t i o n w i t h i n the 

re q u i r e d time p e r i o d , such owner or owners s h a l l be i n d e f a u l t 

of payment, and a c t i o n s h a l l be i n i t i a t e d i n accordance w i t h pro­

v i s i o n s of A r t i c l e 12.5 of t h i s Agreement. 

11.2 Exception t o Demand We.ll Requirement. Any f o r t y 

acre p r o r a t i o n u n i t which has not c o n t r i b u t e d o i l p r o d u c t i o n from 

the U n i t i z e d Formation f o r purposes of the T r a c t P a r t i c i p a t i o n 

formula of Section 13 of the U n i t Agreement w i l l not be s u b j e c t 

to the requirements of A r t i c l e 11.1, above. 

11.3 Useable Wellbore D e f i n i t i o n . A "Useable Wellbore" 

s h a l l be defined as a w e l l b o r e which i s (1) s u i t a b l e f o r u n i t op­

e r a t i o n s which s h a l l i n c l u d e being adequately cased t o the s a t i s ­

f a c t i o n of the Working I n t e r e s t Owners, down t o the top o f , or 

i n t o the U n i t i z e d Formation, or through the U n i t i z e d Formation 

but plugged back t o a depth no deeper than the base of the U n i t ­

i z e d Formation, and (2) c l e a r and f r e e of o b s t r u c t i o n s from the 

surface t o e i t h e r the base of the U n i t i z e d Formation or t o t o t a l 

depth, whichever i s shallower, and (3) squeezed o f f a t a l l non-

u n i t i z e d i n t e r v a l s . 

11.3.1 Wellbores Made Useable. A f t e r 

the E f f e c t i v e Date of U n i t i z a t i o n , any w e l l ­

bore demanded by the U n i t which r e q u i r e s r e ­

medial work t o be made "Useable" may be 

worked over by the w e l l owners, but such work 

may be witnessed by a r e p r e s e n t a t i v e of U n i t 

Operator. The Working I n t e r e s t Owners w i l l 

not be l i a b l e f o r any cost or expense when 

work i s performed by w e l l b o r e owners. Well­

bore owners may request t h a t remedial work 

r e q u i r e d t o make a w e l l b o r e "Useable" be per­

formed by the U n i t Operator. Following any 

such w r i t t e n request, U n i t Operator w i l l review 

w e l l b o r e records t o determine a p p r o p r i a t e pro­

cedures and cost estimates. I f the U n i t Oper­

a t o r determines t h a t the r e q u i r e d remedial work 

i s t e c h n i c a l l y f e a s i b l e and can be performed on 

-15-



a t i m e l y b a s i s , U n i t Operator a t i t s sole d i s ­

c r e t i o n may agree t o perform the r e q u i r e d work. 

The we l l b o r e owners s h a l l bear the sole cost, 

r i s k , and expense df such remedial work up t o a 

maximum amount of one hundred thousand d o l l a r s 

($100,000). I f U n i t Operator estimates t h a t 

such remedial work w i l l cost i n excess o f 

$100,000, an AFE f o r the amount i n excess of 

$100,000 w i l l be submitted t o Working I n t e r e s t 

Owners p r i o r t o the s t a r t of work and such ex­

cess s h a l l be charged t o the j o i n t account. 

11.3.2 Wellbores Accepted as "Useable 

Wellbores". Notwithstanding paragraph 11.3, 

any w e l l a c t i v e l y producing as a s i n g l e com­

p l e t i o n from the U n i t i z e d Formation f o r a t 

l e a s t s i x (6) consecutive months p r i o r t o the 

E f f e c t i v e Date of u n i t i z a t i o n s h a l l be ac­

cepted as a "Useable Wellbore." Any w e l l 

which has not a c t i v e l y produced as a s i n g l e 

completion from the U n i t i z e d Formation f o r 

s i x (6) consecutive months p r i o r t o the Ef­

f e c t i v e Date of u n i t i z a t i o n s h a l l not be ac­

cepted as a "Useable Wellbore" u n t i l i t can 

be entered by the U n i t Operator and assessed 

pursuant t o A r t i c l e 11.3. Any w e l l not so 

assessed w i t h i n two years f o l l o w i n g the e f ­

f e c t i v e date of u n i t i z a t i o n s h a l l then be 

deemed a "Useable Wellbore." > 

ARTICLE 12 

DEVELOPMENT AND OPERATING COSTS 

12.1 Basis of Charge t o Working I n t e r e s t Owners. Sub­

j e c t to the p r o v i s i o n s of Section 12.2 hereof, U n i t Operator i n i ­

t i a l l y s h a l l pay a l l U n i t Expense. Each Working I n t e r e s t Owner 

s h a l l reimburse U n i t Operator f o r i t s share of U n i t Expenses. 

A l l charges, c r e d i t s , and accounting f o r U n i t Expense s h a l l be i n 

accordance w i t h E x h i b i t "E" attached hereto. Each Working I n t e r ­

est Owner's share of such charges s h a l l be the same as i t s U n i t 

P a r t i c i p a t i o n . 
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12.2 Advance B i l l i n g s . U n i t Operator s h a l l have the 

r i g h t , at i t s o p t i o n , t o r e q u i r e other Working I n t e r e s t Owners t o 

advance t h e i r r e s p e c t i v e p r o p o r t i o n s o f estimated development and 

operating costs and expenses by s u b m i t t i n g t o such other Working 

I n t e r e s t Owners, on or before the 15th day of any month, an item­

i z e d estimate of such costs and expenses f o r the succeeding month 

w i t h a request f o r payment i n advance. W i t h i n t h i r t y (30) days 

t h e r e a f t e r , each such other Working I n t e r e s t Owner s h a l l pay t o 

U n i t Operator i t s p r o p o r t i o n a t e p a r t o f such estimate. Adjustment 

between estimates and the a c t u a l costs s h a l l be made by U n i t Op­

e r a t o r a t the close of each calendar month, and the accounts of 

the Working I n t e r e s t Owners s h a l l be adjusted a c c o r d i n g l y . 

12.3 Commingling of Funds. Funds received by U n i t Op­

e r a t o r under t h i s agreement need not be segregated by U n i t Opera­

t o r or maintained by i t as a separate fund, but may be commingled 

w i t h i t s own funds. 

12.4 Lien and S e c u r i t y I n t e r e s t of U n i t Operator and 

Working I n t e r e s t Owners. Each Working I n t e r e s t Owner grants t o 

U n i t Operator a l i e n upon i t s O i l and Gas Rights i n each T r a c t , 

and a s e c u r i t y i n t e r e s t i n i t s share of U n i t i z e d Substances when 

ex t r a c t e d and i t s i n t e r e s t i n a l l U n i t Equipment, t o secure pay­

ment of i t s share of U n i t Expense, together w i t h i n t e r e s t thereon 

at the Prime r a t e set by Bank of America f o r the same p e r i o d +2% 

per annum. To the e x t e n t t h a t U n i t Operator has a s e c u r i t y i n t e r ­

e s t under the Uniform Commercial Code of the S t a t e , U n i t Operator 

s h a l l be e n t i t l e d t o exercise the r i g h t s and remedies of a secured 

pa r t y under the Code. The b r i n g i n g of a s u i t and the o b t a i n i n g of 

judgment by U n i t Operator f o r the secured indebtedness s h a l l not 

be deemed an e l e c t i o n of remedies or otherwise a f f e c t the l i e n 

r i g h t s or s e c u r i t y i n t e r e s t as s e c u r i t y f o r the payment t h e r e o f . 

I n a d d i t i o n , upon d e f a u l t by any Working I n t e r e s t Owner i n the pay­

ment of i t s share of U n i t Expense, U n i t Operator s h a l l have the 

r i g h t , w i t h o u t p r e j u d i c e to other r i g h t s or remedies, t o c o l l e c t 

from the purchaser the proceeds from the sale of such Working I n ­

t e r e s t Owner's share of U n i t i z e d Substances u n t i l the amount owed 

by such Working I n t e r e s t Owner, plus i n t e r e s t has been paid. Each 

purchaser s h a l l be e n t i t l e d t o r e l y upon U n i t Operator's w r i t t e n 

statement concerning the amount of any d e f a u l t . U n i t Operator 
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grants a l i k e l i e n and s e c u r i t y i n t e r e s t t o the Working I n t e r e s t 

Owners. 

12.5 Unpaid U n i t Expense. I f any Working I n t e r e s t Own­

er f a i l s t o pay i t s share of U n i t Expense w i t h i n s i x t y (60) days 

a f t e r r e n d i t i o n of a statement t h e r e f o r by U n i t Operator, the non-

d e f a u l t i n g Working I n t e r e s t Owners s h a l l , upon request by U n i t Op­

er a t o r , pay the unpaid amount as i f i t were U n i t Expense i n the 

p r o p o r t i o n t h a t the U n i t P a r t i c i p a t i o n o f each such Working I n t e r ­

est Owner bears to the U n i t P a r t i c i p a t i o n of a l l such Working I n ­

t e r e s t Owners. Each Working I n t e r e s t Owner so paying i t s share of 

the unpaid amount s h a l l , t o o b t a i n reimbursement t h e r e o f , be sub­

rogated t o the s e c u r i t y r i g h t s described i n Section 12.4 of t h i s 

agreement. 

12.6 Carved-Out I n t e r e s t . I f any Working I n t e r e s t Own­

er s h a l l , a f t e r executing t h i s agreement, create an o v e r r i d i n g 

r o y a l t y , p r o d u c t i o n payment, net proceeds i n t e r e s t , c a r r i e d i n t e r ­

e s t , or any other i n t e r e s t out of i t s Working I n t e r e s t , such 

carved-out i n t e r e s t s h a l l be subj'ect t o the terms and p r o v i s i o n s 

of t h i s agreement, s p e c i f i c a l l y i n c l u d i n g , b ut w i t h o u t l i m i t a t i o n , 

Section 12.4 hereof e n t i t l e d "Lien and S e c u r i t y I n t e r e s t of U n i t 

Operator and Working I n t e r e s t Owners." I f the Working I n t e r e s t 

Owner c r e a t i n g such carved-out i n t e r e s t (a) f a i l s t o pay any U n i t 

Expense chargeable t o such Working I n t e r e s t Owner under t h i s agree­

ment, and the pro d u c t i o n of U n i t i z e d Substances accruing t o the 

c r e d i t of such Working I n t e r e s t Owner i s i n s u f f i c i e n t f o r t h a t 

purpose, or (b) withdraws from t h i s agreement under the terms and 

pr o v i s i o n s of A r t i c l e 17 hereof, the carved-out i n t e r e s t s h a l l be 

chargeable w i t h a pro r a t a p o r t i o n of a l l U n i t Expense i n c u r r e d 

hereunder, the same as though carved-out i n t e r e s t were a Working 

I n t e r e s t , and U n i t Operator s h a l l have the r i g h t t o enforce against 

such carved-out i n t e r e s t the l i e n and a l l other r i g h t s granted i n 

Section 12.4 f o r the purpose of c o l l e c t i n g the U n i t Expense charge­

able to the carved-out i n t e r e s t . 
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12.7 Rentals. The Working I n t e r e s t Owners i n each 

Tract s h a l l pay a l l rentals, minimum r o y a l t y , advance rentals or 

delay rentals due under the lease thereon and s h a l l concurrently 

submit to the Unit Operator evidence of payment. 

12.8 Budgets. Before or as soon as p r a c t i c a l a f t e r the 

Effective Date, Unit Operator s h a l l prepare a budget of estimated 

Unit Expense f o r the remainder of the calendar year, and, on or 

before the f i r s t day of each August thereafter, s h a l l prepare a 

budget f o r the ensuing calendar year. A budget s h a l l set f o r t h 

the estimated Unit Expense by quarterly periods. Budgets s h a l l be 

estimates only, and s h a l l be adjusted or corrected by Working I n ­

terest Owners and Unit Operator whenever an adjustment or correc­

t i o n i s proper. A copy of each budget and adjusted budget s h a l l 

be furnished promptly to each Working I n t e r e s t Owner. 

ARTICLE 13 

NON-UNITIZED FORMATIONS 

13.1 Right to Operate. Any Working I n t e r e s t Owner th a t 

now has or hereafter acquires the r i g h t to d r i l l f o r and produce 

o i l , gas, or other minerals from a formation underlying the Unit 

Area other than the Unitized Formation, s h a l l have the r i g h t to do 

so notwithstanding t h i s Agreement or the Unit Agreement. I n exer­

cisin g the r i g h t , however, the Working I n t e r e s t Owner s h a l l exer­

cise care to prevent unreasonable interference with Unit Operations. 

No Working I n t e r e s t Owner other than Unit Operator s h a l l produce 

Unitized Substances through any w e l l d r i l l e d or operated by i t . 

I f any Working I n t e r e s t Owner d r i l l s any w e l l i n t o or through the 

Unitized Formation, the Unitized Formation s h a l l be protected i n 

a manner sa t i s f a c t o r y to other Unit Working I n t e r e s t Owners so 
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t h a t production of U n i t i z e d Substances w i l l not be adversely a f ­

fected. 

13.2 M u l t i p l e Completions. No w e l l now or h e r e a f t e r 

completed i n the U n i t i z e d Formation s h a l l ever be completed as a 

m u l t i p l e completion w i t h the U n i t i z e d Formation unless such mul­

t i p l e completion and subsequent handl i n g o f the m u l t i p l e comple­

t i o n i s approved by Working I n t e r e s t Owners i n accordance w i t h the 

v o t i n g procedure described i n A r t i c l e 4.3 o f t h i s Agreement. 

ARTICLE 14 

TITLES 

14.1 Warranty and Indemnity. Each Working I n t e r e s t 

Owner represents and warrants, t h a t i t i s the owner of the respec­

t i v e Working I n t e r e s t as shown t o be owned by i t on a p p r o p r i a t e 

E x h i b i t s t o t h i s Agreement and hereby indemnifies and holds the 

other Working I n t e r e s t Owners harmless from any loss due t o the 

f a i l u r e , i n whole or i n p a r t , of i t s t i t l e t o any such i n t e r e s t , 

except f a i l u r e of t i t l e a r i s i n g out of operations hereunder; . 

provided, however, t h a t such indemnity and any l i a b i l i t y f o r breach 

of warranty s h a l l be l i m i t e d t o an amount equal t o the net value 

t h a t had been received from the sale of U n i t i z e d Substances a t t r i b ­

uted hereunder t o the i n t e r e s t as t o which t i t l e f a i l e d . Each 

f a i l u r e of t i t l e w i l l be e f f e c t i v e , i n s o f a r as t h i s Agreement i s 

concerned, as of the f i r s t day of the calendar month i n which such 

f a i l u r e i s f i n a l l y determined and th e r e s h a l l be no r e t r o a c t i v e 

adjustment of U n i t Expense or r e t r o a c t i v e a l l o c a t i o n of U n i t i z e d 

Substances or the proceeds therefrom as a r e s u l t o f t i t l e f a i l u r e . 

14.2 F a i l u r e of T i t l e Because of U n i t Operations. The 

f a i l u r e of t i t l e t o any Working I n t e r e s t i n any Tract because o f 

U n i t Operations, i n c l u d i n g nonproduction from such T r a c t , s h a l l 

not change the U n i t P a r t i c i p a t i o n of the Working I n t e r e s t Owner 
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whose t i t l e f a i l e d i n r e l a t i o n t o the U n i t P a r t i c i p a t i o n s of the 

other Working I n t e r e s t Owners a t the time of the t i t l e f a i l u r e . 

ARTICLE 15 

LIABILITY, CLAIMS AND SUITS 

15.1 • I n d i v i d u a l L i a b i l i t y . The d u t i e s , o b l i g a t i o n s , 

and l i a b i l i t i e s of-Working I n t e r e s t Owners s h a l l be several and 

not j o i n t or c o l l e c t i v e ; and not h i n g contained h e r e i n s h a l l ever 

be construed as c r e a t i n g a p a r t n e r s h i p o f any k i n d , j o i n t venture 

or an a s s o c i a t i o n or t r u s t between or among Working I n t e r e s t Owners. 

15.2 Settlements. U n i t Operator may s e t t l e any s i n g l e 

damage cla i m or s u i t i n v o l v i n g U n i t Operations i f the expenditure 

does not exceed ten thousand d o l l a r s ($10,000) 

and i f the payment i s i n complete se t t l e m e n t of such c l a i m or s u i t . 

I f the amount r e q u i r e d f o r settlement exceeds the above amount, 

Working I n t e r e s t Owners s h a l l determine the f u r t h e r handling of the 

clai m or s u i t , unless such a u t h o r i t y i s delegated t o U n i t Operator. 

A l l costs and expense of ha n d l i n g , s e t t l i n g , or otherwise d i s c h a r g ­

in g such c l a i m or s u i t s h a l l be an ite m of U n i t Expense, s u b j e c t 

to such l i m i t a t i o n as i s set f o r t h i n E x h i b i t "E". I f a c l a i m i s 

made against any Working I n t e r e s t Owner or i f any Working I n t e r e s t 

Owner i s sued on account of any matter a r i s i n g from U n i t Operations 

over which such Working I n t e r e s t Owner i n d i v i d u a l l y has no c o n t r o l 

because of the r i g h t s given Working I n t e r e s t Owners and U n i t Oper­

a t o r by t h i s Agreement and the U n i t Agreement, the Working I n t e r ­

est Owner s h a l l immediately n o t i f y U n i t Operator, and the c l a i m or 

s u i t s h a l l be t r e a t e d as any other c l a i m or s u i t i n v o l v i n g U n i t Op­

e r a t i o n s . 

ARTICLE 16 

NOTICES 

16.1 Notices. A l l n o t i c e s r e q u i r e d hereunder s h a l l be 

i n w r i t i n g and s h a l l be deemed t o have been p r o p e r l y served when 

sent by m a i l or telegram t o the address of the r e p r e s e n t a t i v e of 

each Working I n t e r e s t Owner as f u r n i s h e d t o U n i t Operator i n ac­

cordance w i t h A r t i c l e 4 hereof. 
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ARTICLE 17 

WITHDRAWAL OF WORKING INTEREST OWNER 

17.1 Withdrawal. A Working I n t e r e s t Owner may withdraw 

from t h i s Agreement by t r a n s f e r r i n g , w i t h o u t warranty o f t i t l e 

e i t h e r express or i m p l i e d , t o the Working I n t e r e s t Owners who do 

not desire t o withdraw a l l i t s O i l and Gas Rights, e x c l u s i v e of 

Royalty I n t e r e s t s , together w i t h i t s i n t e r e s t i n a l l U n i t Equip­

ment and i n a l l w e l l s used i n U n i t Operations', provided t h a t such 

t r a n s f e r s h a l l not r e l i e v e such Working I n t e r e s t Owner from any 

o b l i g a t i o n or l i a b i l i t y i n c u r r e d p r i o r t o the f i r s t day of the 

month f o l l o w i n g r e c e i p t by Un i t Operator of such t r a n s f e r . The 

d e l i v e r y of the t r a n s f e r s h a l l be made t o U n i t Operator f o r the 

t r a n s f e r e e s . The t r a n s f e r r e d i n t e r e s t s h a l l be owned by the t r a n s ­

ferees 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 U n i t P a r t i c i p a t i o n s . The 

tr a n s f e r e e s , i n p r o p o r t i o n t o the r e s p e c t i v e i n t e r e s t s so acquired, 

s h a l l pay the t r a n s f e r o r f o r ' i t s i n t e r e s t i n U n i t Equipment, the 

salvage value thereof less i t s share of the estimated cost of s a l ­

vaging same and of plugging and abandoning a l l w e l l s then being 

used or held f o r U n i t Operations, as determined by Working I n t e r ­

est Owners. I n the event such withdrawing owner's i n t e r e s t i n the 

af o r e s a i d salvage value i s less than such owner's share of such 

estimated costs, the withdrawing owner, as a c o n d i t i o n precedent 

to w i t hdrawal, s h a l l pay the U n i t Operator, f o r the b e n e f i t of 

Working I n t e r e s t Owners succeeding t o i t s i n t e r e s t , a sum equal 

t o the d e f i c i e n c y . W i t h i n s i x t y (60) days a f t e r r e c e i v i n g d e l i v ­

ery of the t r a n s f e r , U n i t Operator s h a l l render a f i n a l statement 

to the withdrawing owner f o r i t s share of U n i t Expense, i n c l u d i n g 

any d e f i c i e n c y i n salvage value, as determined by Working I n t e r e s t 

Owners, i n c u r r e d as of the f i r s t day of the month f o l l o w i n g the 

date of r e c e i p t of the t r a n s f e r . Provided a l l U n i t Expense, i n ­

c l u d i n g any d e f i c i e n c y hereunder, due from the withdrawing owner 

has been pa i d i n f u l l w i t h i n t h i r t y (30) days a f t e r the rendering 

of such f i n a l statement by the U n i t Operator., the t r a n s f e r s h a l l 

be e f f e c t i v e the f i r s t day of the month f o l l o w i n g i t s r e c e i p t by 

Un i t Operator and, as of such e f f e c t i v e date, withdrawing owner 

s h a l l be r e l i e v e d from a l l f u r t h e r o b l i g a t i o n s and l i a b i l i t i e s 
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hereunder and under the U n i t Agreement, and the r i g h t s of the w i t h ­

drawing Working I n t e r e s t Owner hereunder and under -the U n i t Agree­

ment s h a l l cease i n s o f a r as they e x i s t e d by v i r t u e o f the i n t e r e s t 

t r a n s f e r r e d . 

17.2 L i m i t a t i o n on Withdrawal. Notwithstanding anything 

set f o r t h i n A r t i c l e 17.1, Working I n t e r e s t Owners may refuse t o 

permit the withdrawal of a Working I n t e r e s t Owner i f i t s Working 

I n t e r e s t i s burdened by any r o y a l t i e s , o v e r r i d i n g r o y a l t i e s , pro­

d u c t i o n payments, net proceeds i n t e r e s t , c a r r i e d i n t e r e s t , or any 

other i n t e r e s t created out of the Working I n t e r e s t i n excess of 

one-eighth ( l / 8 t h ) lessor's r o y a l t y , unless the other Working I n ­

t e r e s t Owners w i l l i n g t o accept the assignment agree t o accept the 

Working I n t e r e s t s u b j e c t t o such burdens. 

ARTICLE 18 

ABANDONMENT OF WELLS 

18.1 Rights of Former Owners. I f Working I n t e r e s t Own­

ers decide t o permanently abandon any w e l l completed i n the U n i t ­

i z e d Formation w i t h i n the U n i t Area p r i o r t o t e r m i n a t i o n of the 

U n i t Agreement, U n i t Operator s h a l l give w r i t t e n n o t i c e of such 

f a c t t o the Working I n t e r e s t Owners o f the T r a c t on which such 

w e l l i s located and s a i d Working I n t e r e s t Owners s h a l l have the 

r i g h t and o p t i o n f o r a p e r i o d of s i x t y (60) days a f t e r r e c e i p t o f 

such n o t i c e to n o t i f y U n i t Operator of t h e i r e l e c t i o n t o take over 

and own sa i d w e l l and t o deepen or plug back s a i d w e l l t o a forma­

t i o n other than the U n i t i z e d Formation. W i t h i n s i x t y (60) days 

a f t e r s a i d Working I n t e r e s t Owners have so- n o t i f i e d U n i t Operator 

of t h e i r d e s i r e t o take over such w e l l , they s h a l l pay the U n i t 

Operator, f o r c r e d i t t o the j o i n t account of the Working I n t e r e s t 

Owners, the amount as estimated and f i x e d by Working I n t e r e s t Own­

ers .to be the net salvage value o f the equipment i n and on s a i d 

w e l l , except casing and other equipment o r i g i n a l l y c o n t r i b u t e d a t 

no cost. The Working I n t e r e s t Owners of the T r a c t , by t a k i n g 

over the w e l l , agree to seal o f f the U n i t i z e d Formation i n a man­

ner s a t i s f a c t o r y to Working I n t e r e s t Owners, and upon abandonment 

to plug the w e l l i n compliance w i t h a l l a p p l i c a b l e laws and regu­

l a t i o n s . 
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18.2 Plugging. I n the event the Working I n t e r e s t Own­

ers of a Tract do not e l e c t t o take over a w e l l l o c a t e d thereon 

which i s proposed f o r abandonment, U n i t Operator s h a l l p l u g and 

abandon the w e l l i n accordance w i t h a p p l i c a b l e laws, and re g u l a ­

t i o n s . 

ARTICLE 19 
( 

EFFECTIVE DATE AND TERM 

19.1 E f f e c t i v e Date. This Agreement s h a l l become e f ­

f e c t i v e on the date and a t the time the U n i t Agreement becomes e f ­

f e c t i v e . 

19.2 Term. This Agreement s h a l l continue i n f u l l f o r c e 

and e f f e c t so long as the U n i t Agreement remains i n fo r c e and e f ­

f e c t and t h e r e a f t e r u n t i l (a) a l l U n i t w e l l s have been abandoned 

and plugged or turned over t o Working I n t e r e s t Owners i n accor­

dance w i t h A r t i c l e 20 hereof, (b) a l l personal and r e a l p r o p e r t y 

acquired f o r the J o i n t Account of Working I n t e r e s t Owners have 

been disposed of by U n i t Operator i n accordance w i t h i n s t r u c t i o n s 

of Working I n t e r e s t Owners, and (c) th e r e has been a f i n a l account­

i n g . 

ARTICLE 20 

ABANDONMENT OF OPERATIONS 

20.1 Termination. Upon t e r m i n a t i o n of. the U n i t Agree­

ment, the f o l l o w i n g w i l l occur: 

2 0.1.1 O i l and Gas Rights. O i l and Gas 

Rights i n and t o each separate Tract s h a l l no 

longer be a f f e c t e d by t h i s Agreement, and 

t h e r e a f t e r the p a r t i e s s h a l l be governed by 

the terms and p r o v i s i o n s of the leases, con­

t r a c t s , and other instruments a f f e c t i n g the 

separate T r a c t s . 

20.1.2 Right t o Operate. Working I n t e r ­

est Owners of any Tra c t d e s i r i n g t o take over 
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and continue t o operate a w e l l or w e l l s l o ­

cated thereon may do so by paying U n i t Opera­

t o r , f o r the c r e d i t of the j o i n t account, the 

net salvage value, as determined by the Work­

i n g I n t e r e s t Owners, o f the equipment i n and 

on the w e l l , except casing and other equipment 

o r i g i n a l l y c o n t r i b u t e d a t no cost, and by 

agreeing t o pr o p e r l y plug the w e l l a t such 

time as i t i s abandoned. 

20.1.3 Salvaging Wells. U n i t Operator 

s h a l l salvage as much of the casing and equip­

ment i n or on w e l l s not taken over by Working 

I n t e r e s t Owners of separate Tracts as can eco­

nomically and reasonably be salvaged, and s h a l l 

cause the w e l l s t o be plugged and abandoned i n 

compliance w i t h a p p l i c a b l e laws and r e g u l a t i o n s . 

20.1.4 Cost o f Abandonment. The cost of 

abandonment of U n i t Operations s h a l l be U n i t 

Expense. 

20.1.5 D i s t r i b u t i o n of Assets. Working 

I n t e r e s t Owners s h a l l share i n the d i s t r i b u ­

t i o n of U n i t Equipment, or the proceeds t h e r e o f , 

i n p r o p o r t i o n t o t h e i r U n i t P a r t i c i p a t i o n s . 

ARTICLE 21 

LAWS, REGULATIONS AND CERTIFICATE OF COMPLIANCE 

21.1 Laws and Regulations. This Agreement and opera­

t i o n s hereunder are subject t o a l l v a l i d laws and v a l i d r u l e s , 

r e g u l a t i o n s and orders of a l l r e g u l a t o r y bodies having j u r i s d i c ­

t i o n and t o a l l other a p p l i c a b l e f e d e r a l , s t a t e , and l o c a l laws, 

ordinances, r u l e s , r e g u l a t i o n s and orders; and any p r o v i s i o n of 

t h i s Agreement found t o be c o n t r a r y t o or i n c o n s i s t e n t w i t h any 

such law, ordinance, r u l e , r e g u l a t i o n or order s h a l l be deemed 

modified a c c o r d i n g l y . 

21.2 C e r t i f i c a t e of Compliance. I n the performance of 

work under t h i s Agreement, the p a r t i e s agree t o comply and U n i t 

Operator s h a l l r e q u i r e each independent c o n t r a c t o r t o comply w i t h 

the p r o v i s i o n s of E x h i b i t "F". 
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ARTICLE 22 

EXCISE TAX PROVISIONS 

22.1 Crude O i l Excise Tax. For the p e r i o d d u r i n g which 

excise taxes are payable under the Crude O i l W i n d f a l l P r o f i t Tax 

Act of 19 8 0 on any party's U n i t i z e d Substances, the f i r s t crude 

o i l a l l o c a t e d t o any Tract a f t e r d i s t r i b u t i o n of -any incremental 

t e r t i a r y crude as h e r e i n a f t e r provided s h a l l be the tax t i e r type 

of crude o i l a c t u a l l y produced or considered t o have been produced 

from such Tract d u r i n g the base p e r i o d under I.R.C. r e g u l a t i o n s but 

not t o exceed i t s Tract P a r t i c i p a t i o n share or the amount of such 

tax t i e r type o f crude o i l c u r r e n t l y a v a i l a b l e . Any excess o f a 

tax t i e r type of crude o i l e x i s t i n g a f t e r the f o r e g o i n g s p e c i f i c 

i d e n t i f i c a t i o n a l l o c a t i o n s h a l l be a l l o c a t e d t o the remaining Tracts 

i n the U n i t which have an u n d e r a l l o c a t i o n o f crude o i l i n p r o p o r t i o n 

t o the amount of t h e i r r e l a t i v e u n d e r a l l o c a t i o n s o f crude o i l . Any­

t h i n g hereinabove n o t w i t h s t a n d i n g , any incremental t e r t i a r y o i l as 

defined under I.R.C. Section 4993 s h a l l be a l l o c a t e d t o each T r a c t 

i n accordance w i t h i t s Tract P a r t i c i p a t i o n p r i o r t o any other a l ­

l o c a t i o n of tax t i e r type of crude o i l under t h i s A r t i c l e 22.1. 

I n no case s h a l l the sum of the d i f f e r e n t t a x t i e r types o f crude 

o i l a l l o c a t e d t o any Tract exceed the t o t a l amount of crude o i l 

a l l o c a b l e under i t s Tract P a r t i c i p a t i o n . 

22.2 Amendment By Working I n t e r e s t Owners. This A r t i ­

c l e 22 may be amended or deleted by vote of the Working I n t e r e s t 

Owners using the v o t i n g procedure s e t out i n A r t i c l e 4.3 of t h i s 

Operating Agreement i f i n the o p i n i o n o f the Working I n t e r e s t Own­

ers (a) a p p l i c a t i o n of A r t i c l e 22 as w r i t t e n becomes unworkable or 

i n e q u i t a b l e as a r e s u l t o f changes i n laws or r e g u l a t i o n s o f any 

governmental agency, or (b) amendment or d e l e t i o n of t h i s A r t i c l e 

22 i s necessary t o comply w i t h a p p l i c a b l e laws, r u l e s , r e g u l a t i o n s 

or orders of any governmental agency having j u r i s d i c t i o n . 

ARTICLE 2 3 

GOVERNMENTAL REGULATIONS 

2 3.1 Governmental Regulations. Working I n t e r e s t Owners 

agree to release U n i t Operator from any and a l l losses, damages, 
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injuries- claims and causes of action ̂ arising out of, incident to 

or resulting directly or indirectly from Unit Operator's interpre­

tation or application of rules, rulings, regulations or orders of 

any governmental agency or predecessor agencies to the extent Unit 

Operator's interpretation or application of such rules, rulings, 

regulations or orders were made in good faith. Working Interest 

Owners further agree to reimburse Unit Operator for their propor­

tionate share of any amounts Unit Operator may be required to re­

fund, rebate or pay as a result of an incorrect interpretation or 

application of the above noted rules, rulings, regulations or 

orders, together with their proportionate part of interest and 

penalties owing by Unit Operator as a result of such incorrect i n ­

terpretation or application of such rules, rulings, regulations or 

orders. 

ARTICLE 24 

COUNTERPART EXECUTION 

24.1 Counterpart Execution. This Agreement may be exe­

cuted i n any number of counterparts, no one of which needs to be 

executed by a l l par t i e s and may be r a t i f i e d or consented t o 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 binding upon a l l those p a r t i e s who have executed such a 

counterpart, r a t i f i c a t i o n or consent hereto w i t h the same force 

and .effect as i f a l l par t i e s had signed the same document, and 

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

owning or claiming an i n t e r e s t i n the land w i t h i n the above de­

scribed Unit Area. Furthermore, t h i s Agreement s h a l l extend t o 

and be binding on the p a r t i e s hereto, t h e i r successors, h e i r s and 

assigns. 

IN WITNESS WHEREOF, the par t i e s hereto have executed 

t h i s Agreement upon the respective dates indicated opposite t h e i r 

respective signatures. 

Attorney-in-Fact 
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Date of Execution: 

June 22, 1984 

THE STATE OF TEXAS § 

COUNTY OF M I D L A N D § 

The foregoing instrument was acknowledged before me this 22nd 
day of June , 19 84 , by L. A. Turner 

Attorney-in-Fact , for/of ~ Gulf Oil Corporation 
, a Pennsylvania corporation, on 

behalf of said corporation. 

My Commission Expires: 



EXHIBIT C 
WORKING INTEREST OWNER SUMMARY AS CF FEBRUARY 1« 

EUNICE MCNUMENT SCUTH UNIT 
LEA CCLNTY» NEW MEXICO 

1985 

WORKING INTEREST TRACT 
CWNER OWNED 

A L L I S ON t ANN 

ALLISON* ANN 

AMERADA 

AMERADA 

AMOCO 

AMOCO 

APOLLO 

ARCO 

44 

47 

63 
67 
74 
77 
84 
91 
94A 
94B 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
58 
61 
63 
67 
74 
76 
91 
94A 
94B 

101 

81 

1 
2 
3 
4 
5 
6 
7 
8 
9 

27 

UNIT 
PARTICIPATION 

0.000528 
0.001990 
a.001128 
O.OG1108 

0.004754 

0.000418 
0.009153 
0.000418 
0.148770 
1.153271 
0.000378 
C.000898 
0.001315 

1.314621 

2.077190 
0.230352 
0.161889 
0.017721 
0.063690 
0.080786 
1.666126 
2.264863 
0.331526 
0.584461 
0.027077 
0.031885 
0.391924 
0.002669 
0.058370 
0.002664 
0.145822 
0.002409 
0.005727 
0.008388 
0.228542 

8.384081 

0.108986 

2.077 190 
0.230352 
0.161889 
0.017721 
0.063690 
0.080786 
1.666126 
2.264863 
0.331526 
2.680609 



EXHIBIT C 
WORKING INTEREST OWNER SUMMARY AS OF FEBRUARY 1* 

EUNICE MONUMENT SOUTH UNIT 
LEA COUNTY* NEW MEXICO 

WORKING INTEREST TRACT UNIT 
CWNER OWNED PARTICIPATION 

ARCO 28 0.934498 
43 0.634662 
44 0.063394 
45 0.238845 
46 0.135395 
47 0.132933 
49 0.751002 
50 0.050367 
59 0.882435 
62 0.158116 
63 0.006334 
64 0.067881 
66 0.512798 
67 0.138533 
68 0.220246 
74 0.006324 
75 0.693134 
76 0.087493 
78 0.055491 
82 0.250057 
83 0.192757 
87 3.457004 
91 0.005716 
92 0.050973 
94A 0.013594 
94B 0.019908 
96 0.363610 
99 0.173659 

100 0.026594 

ARCO 19.898507 

8ERGERE » SUE 44 0.006973 
45 0.026273 
46 0.014893 
47 0.014623 

BERGERE* SUE 0.062762 

BOSS 81 0.217972 

CATRON* J.B. 44 0.011834 

45 0.044585 
46 0.025274 
47 0.024815 

CATRON* J.B. 0.106508 



EXHIBIT C 
WORKING INTEREST OWNER SUMMARY AS OF FEBRUARY 1, 1985 

EUNICE.MONUMENT SOUTH UNIT 
LEA COUNTY, NEW MEXICO 

WORKING INTEREST TRACT UNIT 

OWNER OWNED PARTICIPATION 

CATRON, JCHN S. 44 Q.004609 
45 0.017364 
46 0.0 09 64 3 
47 0.009664 

CATRON, JOHN S. 0.041480 

CATRON, JS & TB 48 0.018148 

CATRON, T.B. I l l 44 0.005243 
45 0.019753 
46 0.011197 
47 0.010993 

CATPON, T.B. I l l 0.047186 

CATRON, T.B. IV 44 0.003170 
45 0.011942 
46 0.006770 
47 0.006647 

CATRON, T.B. IV 0.028529 

CATRON, TB 48 0.018148 

CHEVRON 1 2.077189 
2 0.230351 
3 0.161889 
4 0.017720 
5 0.063690 
6 0.080786 
7 1.666127 
8 2.264864 
9 0.331526 

63 0.002215 
67 0.048460 
74 0.002213 
91 0.002000 
94A 0.004755 
94B 0.006965 

CHEVRON 6.960750 

CITIES 39 0.244360 
41 0.751093 
63 0.000320 
67 0.006998 
74 0.000319 
91 0.000289 
94A 0.000687 
94B 0.001005 

CITIES 1.005071 



EXHIBIT C 
ORKING INTEREST OWNER SUMMARY AS OF FEBRUARY I f 

EUNICE MONUMENT SOUTH UNIT 
LEA CCUMY, NEW MEXICO 

WORKING INTEREST TRACT UNIT 
CWNER OWNED PARTICIPATION 

CONOCO 1 2.077189 
2 0.230351 
3 0.161868 
4 0.017721 
5 0.063690 
6 0.080786 
7 1.666127 
8 2.264863 
9 0.331526 

25 0.474353 
26 1.957890 
63 0.002998 
67 0.065557 
74 0.002994 
91 0.002706 
94A 0.006432 
94B 0.009421 

CONOCO 9.416492 

COPPEDGE* DAVID 44 0.000264 
45 0.000995 
46 0.000564 
47 0.000554 

COPPEDGE* DAVID 0.002377 

COPPEDGE, JAMES 44 0.000264 
45 0.000995 
46 0.000564 
47 0.000554 

COPPEDGE, JAMES 0.002377 

CRILE, HERMAN 72 0.013744 
91 0.026231 

CRILE, HERMAN 0.039975 

EDDY, JOHN 44 0.007085 
45 0.026694 
46 0.015132 
47 0.014856 

EDDY, JOHN 0.063767 



E X H I B I T C 

WORKING INTEREST OWNER SUMMARY AS OF FEBRUARY 1 * 1 9 8 5 

L U N I C E MONUMENT SOUTH U N I T 

L E A COUNTY, NEW M E X I C O 

WORKING INTEREST TRACT 
OWNER OWNED 

UNIT 
PARTICIPATION 

EXXON 

EXXON 

FIELDS 

FIELDS 

FREY, JANE 

FREY, JANE 

GETTY 

12 
37 
63 
fe7 
74 
88 
89 
90 
91 
94A 
94B 

63 
63 
67 
74 
91 
94A 
94B 

44 
45 
46 
47 

23 
24 
30 
31 
32 
33 
38 
43 
56 
60 
65 
73 
82 
95 
97 
99 

100 

0.151224 
1.962315 
0.001563 
3.0 34 173 
0.001560 
0.931331 
0.211656 
1.604876 
0.001410 
0.003353 
0.004911 

4.908372 

0.056119 
0.000019 
0.000409 
0.000019 
0.000017 
0.000040 
0.000058 

0.058681 

0.003994 
0.015047 
0.008530 
0.008375 

0.035946 

0.918559 
0.277424 
1.328423 
0.137520 
0.427150 
0.169794 
0.442503 
0.634662 
0.186322 
0.559636 
0.009005 
0.081241 
0.250056 
0.375553 
1.415360 
0.086860 
0.013302 

GETTY 7.313370 



EXHIBIT C 
WORKING INTEREST OWNER SUMMARY AS OF FEBRUARY 

EUNICE MONUMENT SCUTH UNIT 
LEA COUNTY* NEW MEXICO 

1985 

WORKING INTEREST TRACT 
OWNER OWNED 

UNIT 
PART IC IPAT ION 

GOULD* GE RA LDINE 

GOULD* GE RA LOINE 

GULF 

GULF 

HOBBIS* MARJORIE 

44 0.006182 
45 0.023290 
46 0.013203 
47 0.012961 

0.055636 

13 1.055350 
14 2.739613 
15 3.195507 
16 0.682139 
17 3.726787 
18 1.459570 
19 0.426101 
20 0.796347 
21 0.355963 
22 2.683321 
29 0.405359 
34 3.559765 
35 1.701394 
36 0.361025 
38 0.885006 
40 0.051028 
42 0.032483 
51 2.723870 
5 5 0.221097 
5 7 0.520475 
63 0.009825 
67 0.214881 
71 0.825987 
74 0.009811 
79A 0.127221 
79B 0.587097 
85 0.185457 
86 0.649685 
89 0.211657 
91 0.008869 
94A 0.021084 
94B 0.030861 
99 0.347319 

100 0.053189 

30.865163 

44 0.007607 
45 0.028661 
46 0.016248 
47 0.015951 

HOBBIS, MARJORIE 0 . 0 6 8 4 6 7 



EXHIBIT C 
WORKING INTEREST OWNER SUMMARY AS OF FEBRUARY 1 , 1985 

EUNICE MONUMENT SCUTH UNIT 
LEA COUNTY, NEW MEXICO 

WORKING INTEREST TRACT 
CWNER OWNED 

UNIT 
PARTICIPATION 

KOCH 

KOCH 

LANDEN, DIANE 

LANDEN* DIANE 

MCWHORTER» BRENT 

MCWHORTER, ERENT 

MCWHORTER* MARY 

MCWHORTER • MARY 

ME-TEX 

MOORE* JANE E. 

MOORE* JANE E. 

MOORE* MICHAEL 

MOORE* MICHAEL 

PERDEW 

PFLUGER 

63 
67 
69 
74 
91 
94A 
94B 

44 
45 
46 
47 

44 
45 
46 
47 

44 
45 
46 
47 

48 

44 
45 
46 
47 

44 
45 
46 
47 

69 

40 
42 

0.0001G5 
O.C02295 
0.326539 
G.000105 
0.000095 
0.000225 
0.000331 

0.329745 

0.000528 
0.001990 
0.001128 
0.001108 

0.004754 

0.000528 
0.001990 
0.001128 
0.001108 

0.004754 

0.000528 
0.001990 
0.001128 
0.001108 

0.004754 

0.254073 

0.000528 
0.001990 
0.001128 
0.001108 

0.004754 

0.000528 
0.001990 
0.001128 
0.001108 

0.00*754 

0.017189 

0.025521 
0.032484 

PFLUGER 0 . 0 5 8 0 0 5 



EXHIE IT C 
WORKING INTEREST OWNER SUMMARY AS OF FEBRUARY I t 

EUNICE MONUMENT SOUTH UNIT 
LEA COUNTY, NEW MEXICO 

1985 

WORKING INTEREST TRACT 
CWNER OWNED 

UNIT 
PARTICIPATION 

S&S 

SSS 

SHELBY 

SHELBY 

SHELL 

SHELL 

SUN 

62 
67 
74 
i ' l 
91 
94A 
94B 

62 
63 
67 
74 
91 
94A 
94B 

52 
53 
54 
63 
67 
70 
74 
91 
94A 
94B 
98 

38 
63 
67 
7 4 
80A 
80B 
91 
93A 
94A 
94B 

0.000032 
0.000693 
0.0CC022 
0.108986 
0.000028 
0.000068 
0.000099 

0.109938 

0.058119 
0.000019 
0.000409 
0.000019 
0.000017 
0.000040 
0.000058 

0.058681 

0.237670 
5.112412 
0.485839 
0.002152 
0.047066 
0.287522 
0.002149 
0.001943 
0.004618 
0.006763 
0.572268 

6.760402 

0.442503 
0.000321 
0.007010 
0*000320 
0.226552 
0.272301 
0.000289 
0.055857 
0.000688 
0.001007 

SUN 1.006848 

TURNER 63 0.087178 



E X H I B I T C 
WORKING INTEREST OWNER SUMMARY AS CF FEBRUARY I f 1985 

EUNICE. MONUMENT SOUTH UNIT 
LEA COLNTYt NEW MEXICO 

WORKING INTEREST TRACT UNIT 

OWNER OWNED PARTICIPATION 

TWO STATES 62 C.000026 
67 0.000787 
72 0.059555 
7* 0.000036 
91 0.052462 
91 0.000 033 
94A 0.000077 
94B 0.000113 

TWO STATES 0.113099 

WALLACEt MA X INE 44 0.002473 
45 0.009315 
^6 0.005281 
47 0.005185 

WALLACE f MA X INE 0.022254 

WHEELER f EDITH 44 0.000528 
45 0.001990 
46 0.001128 
47 0.001108 

WHEELER f EDITH 0.004754 

WISER OIL 63 0.300034 
67 0.000738 
74 0.000034 
91 0.104924 
91 0.000 030 
94A 0.000072 
94B 0.000106 

WISER OIL 0.105938 

100.000000 



E X H I B I T C 
WORKING INTEREST OWNER SUMMARY BY TRACT 

EUNICE MONUMENT SOUTH UNIT 
LEA COUNTY, NEW MEXICO 

TRACT WORKING INTEREST 
CWNEO OWNER 

UNIT 
P A R T I C I P A T I O N 

1 

1 

2 

AMOCO 
ARCO 
CHEVRON 
CONOCC 

AMOCO 
ARCO 
CHEVRON 
CONOCO 

2 . 0 7 7 1 9 0 
2 . 0 7 7 1 9 0 
2 . 0 7 7 1 b 9 
2 . 0 7 7 1 S 9 

8 . 3 0 8 7 5 8 

0.230352 
0.230352 
0.230351 
0.230351 

0 . 9 2 1 4 0 6 

3 

4 

4 

5 

5 

6 

6 

7 

AMOCO 
ARCO 
CHEVRON 
CONOCO 

AMOCO 
ARCO 
CHEVRON 
CONOCO 

AMOCO 
ARCO 
CHEVRON 
CONOCO 

AMOCO 
AR CO 
CHEVRON 
CONOCO 

AMOCO 
ARCO 
CHEVRON 
CONOCO 

0 . 1 6 1 6 a 9 
0 . 1 6 1 8 8 9 
0 . 1 6 1 8 8 9 
0 . 1 6 1 8 8 8 

0 . 6 4 7 5 5 5 

0.017721 
0.017721 
0.017720 
0.017721 

0.070883 

0.063690 
0.063690 
0.063690 
C.063690 

0.254760 

0 . 0 8 0 7 8 6 
0 . 0 8 0 7 6 6 
0 . 0 8 0 766 
0 . 0 8 0 786 

0 . 3 2 3 1 4 4 

1.666126 
1.666 126 
1.666 127 
1.666127 

7 6.664506 



8 M,0C-

s 
9̂  

9 

10 

l l 

13 

U 

15 

16 

1? 

la 

19 

22 

23 

24 

25 

26 

2? 

2fi 

29 

4^OC0 

AMOCQ 

GULF 

GULF 

GULF 

GULF 

C°AfOc0 

GULF 

-—^2 S I S H 

5 ' ° 2 7 0 7 7 

° < i 5 i 2 2 4 

° - ^ i o i 



EXHIBIT C 
WORKING INTEREST OWNER SUMMARY BY TRACT 

EUNICE MONUMENT SOUTH UNIT 
LEA COUNTY* f4EW MEXICO 

TRACT WORKING INTEREST UNIT 
CWNED OWNER PARTICIPATION 

30 GETTY 1.328423 

31 GETTY 0.137520 

32 - GLTTY 0.427150 

33 GETTY 0.169794 

34 GULF 3.559765 

35 GULF 1.701394 

36 GULF 0.361025 

37 EXXON 1.962315 

38 GETTY 
GULF 
SUN 

0.442503 
0.885006 
0.442503 

38 1.770012 

35 C I T I E S 0.244360 

40 GULF 
PFLUGER 

0.051028 
0.025521 

40 0.076549 

41 CITIES 0.751093 

42 GULF 
PFLUGER 

0.032483 
0.032484 

42 0.064967 

43 ARCO 
GETTY 

0.634662 
0.634662 

43 1.269324 

44 ALLISON* ANN 
ARCO 
3ERGERE* SUE 
CATRON, J.B. 
CATRON* JOHN S. 
CATRON * T.a. I l l 
CATRON* T.B. IV 
COPPEOGE* OAVIO 
COPPEOGE, JAMES 
EDDY* JOHN 
FREY* JANE 
GOULD* GERALDINE 
HOBBIS, MARJORIE 

0.000528 
0.063394 
0.006973 
0.011834 
0.004609 
0.Q05243 
0.003170 
0.000264 
3.000264 
0.007085 
0.003994 
0.006182 
0.007607 



EXHIBIT C 
WORKING INTEREST OWNER SUMMARY BY TRACT 

EUNICE MONUMENT SOUTH UNIT 
LEA COUNTY, NEW MEXICO 

TRACT 
OWNED 

44 

WORKING INTEREST 
OWNER 

LANCEN, CIANE 
MCWHORTER. BRENT 
MCWHORTER* MARY 
MOORE* JANE t . 
.MOORE. MICHAEL 
WALLACE* MAXINE 
WHEELER, EDITH 

44 

UNIT 
PARTICIPATION 

0.000528 
0.000528 
0.000528 
0.000528 
0.000528 
0.002473 
0.000528 

0.126788 

45 

45 

46 

ALLISON, ANN 
ARCC 
BERGERE, SUE 
CATRON, J.B. 
CATRON, JOHN S. 
CATRON, T.B. I l l 
CATRON* T.B. IV 
COPPEDGE, DAVID 
COPPEDGE* JAMES 
EDDY* JOHN 
FREY* JANE 
GOULD* GERALDINE 
HOBBIS, MARJORIE 
LANDEN * DIANE 
MCWHORTER* BRENT 
MCWHORTER, MARY 
MOORE• JANE E. 
MOORE * MICHAEL 
WALLACE, MAXINE 
WHEELER* EDITH 

ALLISON* ANN 
ARCO 
BERGERE* SUE 
CATRON* J.B. 
CATRON, JOHN S. 
CATRON, T.B. I l l 
CATRON, T.B. IV 
COPPEDGE, DAVID 
COPPEDGE, JAMES 
EDDY, JOHN 
FREY* JANE 
GOULD* GERALOINE 
HOBBIS* MARJORIE 
LANDEN* DIANE 
MCWHORTER, BRENT 
MCWHORTER, MARY 
MOORE, JANE E. 
MOORE, MICHAEL 
WALLACE, MAXINE 
WHEELER• EDITH 

0.001990 
0.238845 
0.026273 
0.044585 
0.017364 
0.019753 
0.011942 
0.000995 
0.000995 
0.026694-
0.015047 
0.023290 
0.026661 
0.001990 
0.001990 
0.001990 
0.001990 
0.001990 
0.009315 
0.001990 

0.477689 

0.001128 
0.135395 
0.014893 
0.025274 
0.009843 
0.011197 
0.006770 
0.000564 
0.000564 
0.015132 
0.008530 
0.013203 
0.016248 
0.001128 
0.001128 
0.001128 
0.001128 
0.001128 
0.005281 
0.001128 



EXHIBIT C 
WORKING INTEREST OWNER SUMMARY BY TRACT 

EUNICE MONUMENT SOUTH UNIT 
LEA COUNTY, NEW MEXICO 

TRACT 

OWNED 

46 

47 

47 

48 

48 

49 

50 

51 

52 

53 

54 

5 5 

56 

57 

58 

WORKING INTEREST UNIT 
OWNER PARTICIPATION 

0.270790 

ALLISON, ANN 0.001108 
ARCO 0.132933 
tERGERE, SUE 0 .014623 
CATRON, J.B. 0.024815 
CATRON, JOHN S. 0.009664 
CATRON* T.B. I l l 0.010993 
CATRON, T.B. IV 0.006647 
COPPEDGE, DAVIO 0.000554 
COPPEOGE, JAMES 0.000554 
EDDY, JOHN 0.014856 
FREY, JANE 0.006375 
GOULD, GERALDINE 0.012961 
H03BIS, MARJORIE 0.015951 
LANDEN, OIANE 0.001108 
MCWHORTER* BRENT 0.001108 
MCWHORTER, MARY 0.001108 
MOORE, JANE E. 0.001108 
MOORE, MICHAEL 0.001108 
WALLACE, MAXINE 0.005185 
WHEELER, EDITH 0.001108 

0.265867 

CATRON, JS & TB 0.018148 
CATRON, TB 0.018148 
ME-TEX 0.254073 

0.290369 

ARCO 0.751002 

ARCO 0.050367 

GULF 2.723870 

SHELL 0.237670 

SHELL 5.112412 

SHELL 0.485839 

GULF 0.221097 

GETTY 0.186322 

GULF 0.520475 

AMOCO 0.031885 

59 ARCO 0 . 8 8 2 4 3 5 



E X H I B I T C 
WORKING INTEREST OWNER SUMMARY BY TRACT 

EUNICE MONUMENT SCUTH UNIT 
LEA COUNTY, NEW MEXICO 

TRACT WORKING INTEREST 
CWNED OWNER 

60 GETTY 

UNIT 

P A R T I C I P A T I O N 

0 .559636 

61 

62 

63 

63 

64 

65 

66 

67 

AVOCC 

- ARCO 

AMERADA 
AMOCO 
ARCO 
CHEVRON 
C I T I E S 
CONOCO 
EXXON 
FIELDS 
FIELDS 
GULF 
KOCH 
SSS 
SHELBY 
SHELBY 
SHELL 
SUN 
TURNER 
TWO STATES 
WISER OIL 

ARCO 

GETTY 

ARCO 

AMERAOA 
AMOCO 
ARCO 
CHEVRON 
C I T I E S 
CONOCO 
EXXON 
FIELDS 
GULF 
KOCH 
S&S 
SHELBY 
SHELL 
SUN 
TWO STATES 
WISER OIL 

0 .291924 

0 . 1 5 6116 

0 . 0 0 0 4 1 8 
0 . 0 0 2 6 6 9 
3 . 0 0 6 3 3 4 
0 . 0 0 2 2 1 5 
0 . 0 0 0 3 2 0 
0 . 0 0 2 9 9 8 
0 . 0 0 1 5 6 3 
0 . 0 5 8 1 1 9 
0 .00G019 
0 . 0 0 9 8 2 5 
0 . 0 0 0 1 0 5 
0 . 0 0 0 0 3 2 
0 . 0 5 6 1 1 9 
0 .000 019 
0 . 0 0 2 1 5 2 
0 . 0 0 0 3 2 1 
0 . 0 8 7 1 7 8 
0 . 0 0 0 0 2 6 
0 .000034 

0 . 2 3 2 4 7 6 

0 . 0 6 7 8 8 1 

0 . 0 0 9 0 0 5 

0 . 5 1 2 7 9 8 

0 . 0 0 9 1 5 3 
0 . 0 5 8 3 7 0 
0 . 1 3 6 5 3 3 
0 . 0 4 8 4 6 0 
0 . 0 0 6 9 9 8 
0 . 0 6 5 5 5 7 
0 . 0 3 4 1 7 3 
0 . 0 0 0 4 0 9 
0 . 2 1 4 8 8 1 
0 . 0 0 2 2 9 5 
0 . 0 0 0 6 9 3 
0 . 0 0 0 4 0 9 
0 . 0 4 7 0 6 6 
0 . 0 0 7 0 1 0 
0 . 0 0 0 7 8 7 
0 . 0 0 0 7 3 8 

0 . 6 3 5 5 3 2 



EXHIBIT C 
WORKING INTEREST OWNER SUMMARY BY TRACT 

EUNICE MONUMENT SOUTH UNIT 
LEA COUNTY* NEW MEXICO 

TRACT 
OWNED 

6 8 

69 

69 

70 

71 

72 

72 

73 

74 

74 

75 

76 

76 

77 

78 

79A 

79B 

WORKING INTEREST 
OWNER 

ARCO 

KOCH 
PERDEW 

SHELL 

GULF 

CRILE* HERMAN 
TWO STATES 

GETTY 

AMERADA 
AMOCO 
ARCO 
CHEVRON 
CITIES 
CONOCO 
EXXON 
FIELDS 
GULF 
KOCH 
S&S 
SHELBY 
SHELL 
SUN 
TWO STATES 
WISER OIL 

ARCO 

AMOCO 
ARCO 

AMERAOA 

ARCO 

GULF 

GULF 

UNIT 
PARTICIPATION 

0.220246 

0.326569 
0.017189 

0.343778 

0.287522 

0.825987 

0.013744 
0.059555 

0.073299 

0.081241 

0.000418 
0.002664 
0.006324 
0.002213 
0.000319 
0.002994 
0.001560 
0.000019 
0.009811 
0.000 105 
0.000032 
0.000019 
0.002149 
0.000320 
0.000036 
0.000034 

0.029017 

0.693134^ 

0.145822 
0.087493 

0.233315 

0.148770 

0.055491 

0.127221 

0 . 5 8 7 0 9 7 

80A SUN 0.226552 



EXHIBIT C 
WORKING INTEREST OWNER SUMMARY BY TRACT 

EUNICE MONUMENT SOUTH UNIT 
LEA COUNTY. NEW MEXICO 

TRACT 
CWNED 

8 OB 

61 

81 

82 

82 

83 

84 

85 

86 

87 

88 

89 

89 

90 

91 

WORKING INTEREST 
OWNER 

SUN 

APOLLO 
BOSS 
S&S 

ARCO 
GETTY 

AP CO 

AMERADA 

GULF 

GULF 

ARCO 

EXXON 

EXXON 
GULF 

EXXON 

AMERADA 
AMOCO 
ARCO 
CHEVRON 
CITI E S 
CONOCO 
CRILE, HERMAN 
EXXON 
FIELDS 
GULF 
KOCH 
S&S 
SHELBY 
SHELL 
SUN 
TWO STATES 
TWO STATES 
WISER OIL 
WISER OIL 

UNIT 
PARTICIPATION 

0.272301 

0.108986 
0.217972 
0.108986 

0.435944 

0.250057 
0.250056 

0.500113 

0.192757 

1.153271 

0.185457 

0.649685 

3.457004 

0.931331 

0.211656 
0.211657 

0.423313 

1.604876 

0.000378 
0.002409 
0.005718 
0.002000 
0.000289 
0.002706 
0.026231 
0.001410 
0.000017 
0.008869 
0.000095 
0.000028 
0.000017 
0.001943 
0.000289 
0.052462 
0.000033 
0.104924 
0.000030 

91 0.209848 



EXHIBIT C 
WORKING INTEREST OWNER SUMMARY BY TRACT 

EUNICE MONUMENT SOUTH UNIT 
LEA COUNTY, NEW MEXICO 

TRACT 
CWNED 

9 "*, A 

9<tA 

94A 

9 48 

94B 

95 

9 6 

97 

WORKING INTEREST 
OWNER 

ARCO 

SUN 

AMERADA 
AMOCO 
AR CO 
CHEVRON 
C I T I E S 
CONOCO 
EXXON 
FIELDS 
GULF 
KOCH 
S&S 
SHELBY 
SHFLL 
SUN 
TWO STATES 
WISER O IL 

AMERADA 
AMOCO 
ARCO 
CHEVRON 
C I T I E S 
CONOCO 
EXXON 
F IELDS 
GULF 
KOCH 
S&S 
SHELBY 
SHELL 
SUN 
TWO STATES 
WISER O I L 

GETTY 

ARCO 

GETTY 

UNIT 
PARTICIPATION 

0.050973 

0.055857 

0.000898 
0.0C5727 
0.013594 
0.004755 
0.000687 
0.006432 
0.003353 
0.000040 
0.021084 
0.000225 
0.000068 
0.000040 
0.004618 
0.000688 
0.000077 
0.000072 

0.062358 

0.001315 
0.008388 
0.019908 
0.006965 
0.001005 
0.009421 
0.004911 
0.000058 
0.030681 
0.000331 
0.000099 
0.000058 
0.006763 
0.001007 
0.000113 
0.000106 

0.091329 

0.375553 

0.363610 

1.415360 

98 SHELL 0.572268 



EXHIBIT C 
WORKING INTEREST OWNER SUMMARY BY TRACT 

EUNICE MONUMENT SOUTH UNIT 
LEA COUNTY. NEW MEXICO 

TRACT WORKING INTEREST 
OWNED OWNER 

UNIT 
PARTICIPATION 

99 ARCO 
GETTY 
GULF 

0.173659 
0.086860 
G.347319 

0 . 6 0 7 8 3 8 

100 

100 

101 

ARCO 
GETTY 
GULF 

AMOCO 

0.026594 
0.013302 
0.053189 

0.093085 

0.228542 

100.000000 



EXHIBIT "D" 

-EUNICE MONUMENT SOUTH UNIT 
LEA COUNTY, NEW MEXICO 

INSURANCE COVERAGE 

(a) Workmen's Compensation Insurance and Employers' 
L i a b i l i t y Insurance i n accordance with the laws of 
the state i n which the Contract Area i s situated; 

and, 

(b) Comprehensive General Public L i a b i l i t y i n the 
following amounts: 

Bodily Injury: 

Property Damage: 

$150,000.00 each occurrence 
$300,000.00 aggregate 

$100,000.00 each occurrence, 
with the exception of the 
f i r s t $5,000.00 loss which 
i s self-insured 
$200,000.00 aggregate 

The $5,000.00 self-insured property damage loss incident 
to each accident shall be charged to the Joint Account. 



raStttUt 6 U i . TULSAOK 74101 Accountants Sociotics of 
North Anrcrica 

EXHIBIT E 

EUNICE MONUMENT SOUTH UNIT 
LEA COUNTY, NEW MEXICO 

A C C O U N T I N G P R O C E D U R E 
J O I N T O P E R A T I O N S 

I . GENERAL PROVISIONS 

1. Definitions 
"Joint Property" shall mean the real and personal property subject to the agreement to which this Accounting 
Procedure is attached. 
"Joint Operations" shall mean all operations necessary or proper for the development, operation, protection and 
maintenance of the Joint Property. 
"Joint Account" shall mean the account showing the charges paid and credits received in the conduct of the Joint 
Operations and which are to be shared by the Parties. 
"Operator" shall mean the party designated to conduct the Joint Operations. 
"Non-Operators" shall mean the parties to this agreement other than the Operator. 
"Parties" shall mean Operator and Non-Operators. 
"First Level Supervisors" shall mean those employees whose primary function in Joint Operations is the direct 
supervision of other employees and/or contract labor directly employed on the Joint Property in a field operat­
ing capacity. 
"Technical Employees" shall mean those employees having special and specific engineering, geological or other 
professional skills, and whose primary function in Joint Operations is the handling of specific operating condi­
tions and problems for the benefit of the Joint Property. 
"Personal Expenses" shall mean travel and other reasonable reimbursable expenses of Operator's employees. 
"Material" shall mean personal property, equipment or supplies acquired or held for use on the Joint Property. 
"Controllable Material" shall mean Material which at the time is so classified in the Material Classification Manual 
as most recently recommended by the Council of Petroleum Accountants Societies of North America. 

2. Statement and Billings 
Operator shall bill Non-Operators on or before the last day of each month for their proportionate share of the 
Joint Account for the preceding month. Such bills wi l l be accompanied by statements which identify the author­
ity for expenditure, lease or facility, and all charges and credits, summarized by appropriate classifications of i n ­
vestment and expense except that items of Controllable Material and unusual charges and credits shall be sep­
arately identified and fully described in detail. 

3. Advances and Payments by Non-Operators 

Unless otherwise provided for in the agreement, the Operator may require the Non-Operators to advance their 
share of estimated cash outlay for the succeeding month's operation. Operator shall adjust each monthly billing 
to reflect advances received from the Non-Operators. 

Each Non-Operator shali pay its proportion of all bills within ^tfEeeri (la) days after receipt. I f payment is not 
made within such time, the unpaid balance shall bear interest monthly at the rate of twelve percent (12%) per 
annum or the maximum contract rate permitted by the applicable usury laws in the state in which the Joint 
Property is located, whichever is the lesser, plus attorney's fees, court costs, and other costs in connection with 
the collection of unpaid amounts. 

Payment of any such bills shall not prejudice the right of any Non-Operator to protest or question the correct­
ness thereof; provided, however, all bills and statements rendered to Non-Operators by Operator during any 
calendar year shall conclusively be presumed to be true and correct after twenty-four (24) months following 
the end of any such calendar year, unless within the said twenty-four (24) month period a Non-Operator takes 
written exception thereto and makes claim on Operator for adjustment. No adjustment favorable to Operator shall 
be made unless it is made within the same prescribed period. The provisions of this paragraph shall not prevent 
adjustments resulting from a physical inventory of Controllable Material as provided for in Section V. 

A. Non-Operator, upon notice in writing to Operator and all other Non-Operators, shall have the right to audit Ope­
rator's accounts and records relating to the Joint Account for any calendar year within the twenty-four (24) month 
period following the end of such calendar year; provided, however, the making of an audit shall not extend the 
time for the taking of written exception to and the adjustments of accounts as provided for in Paragraph 4 of this 
Section I . Where there are two or more Non-Operators, the Non-Operators shall make every reasonable effort to 
conduct joint or simultaneous audits in a manner which wi l l result in a minimum of inconvenience to the Opera­
tor. Operator shall bear no portion of the Non-Operators' audit cost incurred under this paragraph unless agreed 
to by the Operator. 

G. Approval by Non-Operators 

Where an approval or other agreement of the Parties or Non-Operators is expressly required under other sec­
tions of this Accounting Procedure and if the agreement to which this Accounting Procedure is attached contains 
no contrary provisions in regard thereto, Operator shall notify all Non-Operators of the Operator's proposal, and 
the agreement or approval of a majority in interest of the Non-Operators shall be controlling on all Non-Opera-

4. Adjustments 

5. Audits 

tors. 
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II . DIRECT CHARGES 

Operator shall charge the Joint Account with the following items: 

1. Rentals and Royalties 
Lease rentals and royalties paid by Operator for the Joint Operations. 

2. Labor 
A. (1) Salaries and wages of Operator's field employees directly employed on the Joint Property in the conduct 

of Joint Operations. 
(2) Salaries of f i r s t level Supervisors in the f i e l d . 
(3) Salaries and wages of Technical Employees directly employed on the Joint Property if such charges are 

excluded from the Overhead rates. 
B. Operator's cost of holiday, vacation, sickness and disability benefits and other customary allowances paid to 

employees whose salaries and wages are chargeable to the Joint Account under Paragraph 2A of this Section 
II. Such costs under this Paragraph 2B may be charged on a "when and as paid basis" or by "percentage as­
sessment" on the amount of salaries and wages chargeable to the Joint Account under Paragraph 2A of this 
Section II . If percentage assessment is used, the rate shall be based on the Operator's cost experience. 

C. Expenditures or contributions made pursuant to assessments imposed by governmental authority which are 
applicable to Operator's costs chargeable to the Joint Account under Paragraphs 2A and 2B of this Sec­
tion II . 

D. Personal Expenses of those employees whose salaries and wages are chargeable to the Joint Account under 
Paragraph 2A of this Section II. 

3. Employee Benefits 
Operator's current costs of established plans for employees' group life insurance, hospitalization, pension, re­
tirement, stock purchase, thrift, bonus, and other benefit plans of a like nature, applicable to Operator's labor 
cost chargeable to the Joint Account under Paragraphs 2A and 2B of this Section II shall be Operator's actual 
cost not to exceed the percent most recently reccnmended by the Council of Petroleum Accounts 

4. SSfirlJf63 o f N o r t h A r n e r i c a -
• Material purchased or furnished by Operator for use on the Joint Property as provided under Section IV. Only 

such Material shall be purchased for or transferred to the Joint Property as may be required for immediate use 
and is reasonably practical and consistent with efficient and economical operations. The accumulation of sur­
plus stocks shall be avoided. 

5. Transportation 
Transportation of employees and Material necessary for the Joint Operations but subject to the following limita­
tions: 

A. If Material is moved to the Joint Property from the Operator's warehouse or other properties, no charge shall 
be made to the Joint Account for a distance greater than the distance from the nearest reliable supply store, 
recognized barge terminal, or railway receiving point where like material is normally available, unless agreed 
to by the Parties. 

B. If surplus Material is moved to Operator's warehouse or other storage point, no charge shall be made to the 
Joint Account for a distance greater than the distance to the nearest reliable supply store, recognized barge 
terminal, or railway receiving point unless agreed to by the Parties. No charge shall be made to the Joint Ac­
count for moving Material to other properties belonging to Operator, unless agreed to by the Parties. 

C. In the application of Subparagraphs A and B above, there shall be no equalization of actual gross trucking cost 
of $400 or less excluding accessorial charges. 

6. Services 
« 

The cost of contract services, equipment and utilities provided by outside sources, except services excluded by 
Paragraph 9 of Section II and Paragraph 1. ii of Section III. The cost of professional consultant services and con­
tract services of technical personnel directly engaged on the Joint Property if such charges are excluded from the 
Overhead rates. The cost of professional consultant services or contract services of technical personnel not di­
rectly engaged on the Joint Property shall not be charged to the Joint Account unless previously agreed to by 
the Parties. 

7. Equipment and Facilities Furnished by Operator 
A. Operator shall charge the Joint Account for use of Operator owned equipment and facilities at rates com­

mensurate with costs of ownership and operation. Such rates shall include costs of maintenance, repairs, other 
operating expense, insurance, taxes, depreciation, and interest on investment not to exceed eight per cent (8%) 
per annum. Such rates shall not exceed average commercial rates currently prevailing in the immediate area 
of the Joint Property. 

B. . In iieu of charges in Paragraph 7A above, Operator may elect to use average commercial rates prevailing in 
the immediate area of the Joint Property less 20%. For automotive equipment, Operator may elect to use rates 
published by the Petroleum Motor Transport Association. 

8. Damages and Losses to Joint Property 
All costs or expenses necessary for the repair or replacement of Joint Property made necessary because of dam­
ages or losses incurred by fire, flood, storm, theft, accident, or other cause, except those resulting from Operator's 
gross negligence or willful misconduct. Operator shail furnish Non-Operator written notice of damages or losses 
incurred as soon as practicable after a report thereof has been received by Operator. 

9. Legal Expense 
Expense of handling, investigating and settling litigation or claims, discharging of liens, payment of judgments 
and amounts paid for settlement of claims incurred in or resulting from operations under the agreement or 
necessary to protect or recover the Joint Property, except that no charge for services of Operator's legal staff 
or fees or expense of outside attorneys shall be made unless previously agreed to by the Parties. All other legal 
expense is considered to be covered by the overhead provisions of Section III unless otherwise agreed to by the 
Parties, except as provided in Section I, Paragraph 3. 
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10. Taxes 
All taxes of every kind and nature assessed or levied upon or in connection with the Joint Property, the opera­
tion thereof, or the production therefrom, and which taxes have been paid by the Operator for the benefit of the 
Parties. 

11. Insurance 
Net premiums paid for insurance required to be carried for the Joint Operations for the protection of the Par­
ties. In the event Joint Operations are conducted in a state in which Operator may act as self-insurer for Work­
men's Compensation and/or Employers Liability under the respective state's laws, Operator may, at its election, 
include the risk under its self-insurance program and in that event, Operator shall include a charge at Operator's 
cost not to exceed manual rates. 

12. Other Expenditures 
Any other expenditure not covered "or dealt with in the foregoing provisions of this Section II, or in Section IH, 
and which is incurred by the Operator in the necessary and proper conduct of the Joint Operations. 

III. OVERHEAD 

1. Overhead • Drilling and Producing Operations 
i. As compensation for administrative, supervision, office services and warehousing costs, Operator shall charge 

drilling and producing operations on either: 
( X ) Fixed Rate Basis, Paragraph IA, or 
( ) Percentage Basis, Paragraph IB. 

Unless otherwise agreed to by the Parties, such charge shall be in lieu of costs and expenses of all offices 
and salaries or wages plus applicable burdens and expenses of all personnel, except those directly chargeable 
under Paragraph 2A, Section II. The cost and expense of services from outside sources in connection with 
matters of taxation, traffic, accounting or matters before or involving governmental agencies shall be considered 
as included in the Overhead rates provided for in the above selected Paragraph of this Section III unless such 
cost and expense are agreed to by the Parties as a direct charge to the Joint Account. 

ii. The salaries, wages and Personal Expenses of Technical Employees and/or the cost of professional consultant 
services and contract services of technical personnel directly employed on the Joint Property shall ( ) shall 
not ( X) be covered by the Overhead rates. 

A. Overhead - Fixed Rate Basis 
(1) Operator shall charge the Joint Account at the following rates per well per month: 

Drilling Well Rate S 4,960.00 
Producing Well Rate ? 496.00 

(2) Application of Overhead - Fixed Rate Basis shall be as follows: 

(a) Drilling Well Rate 

[1] Charges for onshore drilling wells shall begin on the date the well is spudded and terminate on 
the date the drilling or completion rig is released, whichever is later, except that no charge shall 
be made during suspension of drilling operations for fifteen (15) or more consecutive days. 

[2] Charges for offshore drilling wells shall begin on the date when drilling or completion equipment 
arrives on location and terminate on the date the drilling or completion equipment moves off loca­
tion or rig is released, whichever occurs first, except that no charge shall be made during suspen­
sion of drilling operations for fifteen (15) or more consecutive days 

[3] Charges for wells undergoing any type of workover or recompletion for a period of five (5) con­
secutive days or more shall be made at the drilling well rate. Such charges shall be applied for 
the period from date workover operations, with rig, commence through date of rig release, except 
that no charge shall be made during suspension of operations for fifteen (15) or more consecutive 
days. 

(b) Producing Well Rates 

[1] An active well either produced or injected into for any portion of the month shall be considered 
as a one-well charge for the entire month. 

[2] Each active completion in a mui ti-completed well in which production is not commingled down 
hole shall be considered as a one-well charge providing each completion is considered a separate 
well by the governing regulatory authority. . 

[3] An inactive gas well shut in because of overproduction or failure of purchaser to take the produc­
tion shall be considered as a one-well charge providing the gas well is directly connected to a per­
manent sales outlet. 

[4] A one-well charge may be made for the month in which plugging and abandonment operations 
arc completed on any well. 

[5] All other inactive wells (including but not limited to inactive wells covered by unit allowable, 
lease allowable, transferred allowable, etc.) shall not qualify for an overhead charge. 

(3) The well rates shall be adjusted as of the first day of April each year following the effective date of the 
agreement to which this Accounting Procedure is attached. The adjustment shall be computed by multi­
plying the rate currently in use by the percentage increase or decrease in the average weekly earnings of 
Crude- Petroleum and Gas Production Workers for the last calendar year compared to the calendar year 
preceding as shown by the index of average weekly earnings of Crude Petroleum and Gas Fields Produc­
tion Workers as published by the United States Department of Labor, Bureau of Labor Statistics, or the 
equivalent Canadian index as published by Statistics Canada, as applicable. The adjusted rates shall be 
the rates currently in use, pius or minus the computed adjustment. 



B. Overhead - Percentage Basis 
(1) Operator shall charge the Joint Account at the following rates: 

(a) Development 

; Percent ( 9c) of the cost of Development of the Joint Property exclusive of costs 
provided under Paragraph 9 of Section I I and all salvage credits. 

(b) Operating 
Percent ( %) of the cost of Operating the Joint Property exclusive of costs provided 

under Paragraphs 1 and 9 of Section I I , all salvage credits, the value of injected substances purchased 
for secondary recovery and all taxes and assessments which are levied, assessed and paid upon the min­
eral interest in and to the Joint Property. 

(2) Application of Overhead - Percentage Basis shall be as follows: 
For the purpose of determining charges on a percentage basis under Paragraph IB of this Section I I I , de­
velopment shall include all costs in connection with drilling, redrilling, deepening or any remedial opera­
tions on any or all wells involving the use of drilling crew and equipment; also, preliminary expenditures 
necessary in preparation for drilling and expenditures incurred in abandoning when the well is not com­
pleted as a producer, and original cost of construction or installation of fixed assets, the expansion of fixed 
assets and any other project clearly discernible as a fixed asset, except Major Construction as defined in 
Paragraph 2 of this Section I I I . A l l other costs shall be considered as Operating. 

2. Overhead - Major Construction 
To compensate Operator for overhead costs incurred in the construction and installation of-fixed assets, the ex­
pansion of fixed assets, and any other project clearly discernible as a fixed asset required for the development and 
operation of the Joint Property, Operator shall either negotiate a rate prior to the beginning of construction, or shall 
charge the Joint Account for Overhead based on the following rates for any Major Construction project in excess 
of $25,000 : 

A. 5 <r„ of total costs if such costs are more than $ 25,000 but less than $ 100.000 ; plus 
B. 3 tz, of total costs in excess of $100.000 but less than $1,000,000; plus 
C. ?_% of total costs in excess of $1,000,000. 

Total cost shall mean the gross cost of any one project. For the purpose of this paragraph, the component parts 
of a single project shall not be treated separately and the cost of drilling and workover wells shall be excluded. 

3. Amendment of Rates 

The Overhead rates provided for in this Section I I I may be amended from time to time only by mutual agreement 
between the Parties hereto if, in practice, the rates are found to be insufficient or excessive. 

IV. PRICING OF JOINT ACCOUNT MATERIAL PURCHASES, TRANSFERS AND DISPOSITIONS 

Operator is responsible for Joint Account Material and shall make proper and timely charges and credits for all ma­
terial movements affecting the Joint Property. Operator shall provide all Material for use on the Joint Property; how­
ever, at Operator's option, such Material may be supplied by the Non-Operator. Operator shall make timely disposition 
of idle and/or surplus Material, such disposal being made either through sale to Operator or Non-Operator, division in 
kind, or sale to outsiders. Operator may purchase, but shall be under no obligation to purchase, interest of Non-Opera­
tors in surplus condition A or B Material. The disposal of surplus Controllable Material not purchased by the Opera­
tor shall be agreed to by the Parties. 

1. Purchases 

Material purchased shall be charged at the price paid by Operator after deduction of all discounts received. In case 
of Material found to be defective or returned to vendor for any other reason, credit shall be passed to the Joint 
Account when adjustment has been received by the Operator. 

2. Transfers and Dispositions 

Material furnished to the Joint Property and Material transferred from the Joint Property or disposed of by the 
Operator, unless otherwise agreed to by the Parties, shall be priced on the following bases exclusive of cash dis­
counts: 

A. New Material (Condition A) 

(1) Tubular goods, except line pipe, shall be priced at the current new price in effect on date of movement on a 
maximum carload or barge load weight basis, regardless of quantity transferred, equalized to the lowest 
published price f.o.b. railway receiving point or recognized barge terminal nearest the Joint Property 
where such Material is normally available. 

(2) Line Pipe 

(a) Movement of less than 30,000 pounds shall be priced at the current new price, in effect at date of 
movement, as listed by a reliable supply store nearest the Joint Property where such Material is nor­
mally available. 

(b) Movement of 30,000 pounds or more shall be priced under provisions of tubular goods pricing in Para­
graph 2A (1) of this Section IV. 

(3) Other Material shall be priced at the current new price, in effect at date of movement, as listed by a reliable 
supply store or f.o.b. railway receiving point nearest the Joint Property where such Material is normally 
available. 

3. Good Used Material (Condition B) 

Material in sound and serviceable condition and suitable for reuse without reconditioning: 
(1) Material moved to the Joint Property 

(a) At seventy-five percent (75%) of current new price, as determined by Paragraph 2A of this Section IV. 
(2) -Material moved from the Joint Property 

(a) At seventy-five percent (~5C~C) of current new price, as determined by Paragraph 2A of this Section IV, 
if Material was originally charged to the Joint Account as new Material, or < 



nnnc 
(b) at sixty-five percent (65%) of current new price, as determined by Paragraph 2A of this Section 

IV, if Material was originally charged to the Joint Account as good used Material at seventy-five per­
cent (75%) of current new price. 

The cost of reconditioning, if any, shall be absorbed by the transferring property. 

C. Other Used Material (Condition C and D) 

(1) 'Condition C 
Material which is not in sound and serviceable condition and not suitable for its original function until 
after reconditioning shall be priced at f i f ty percent (50%) of current new price as determined by Para­
graph 2A of this Section IV. The cost of reconditioning shall be charged to the receiving property, pro­
vided Condition C value plus cost of reconditioning does not exceed Condition B value. 

(2) Condition D ^ 
All other Material, including junk, shall be priced at a value commensurate with its use or at prevailing 
prices. Material no longer suitable for its original purpose but usable for some other purpose, shall be 
priced on a basis comparable with that of items normally used for such other purpose. Operator may dis­
pose of Condition D Material under procedures normally utilized by the Operator without prior approval 
of Non-Operators. 

O. Obsolete Material 
Material which is serviceable arid usable for its original function but condition and/or value of such Material 
is not equivalent to that which would justify a price as provided above may be specially priced as agreed to by 
the Parties. Such price should result in the Joint Account being charged with the value of the service ren­
dered by such Material. 

E. Pricing Conditions . _̂ _ F , 
twenty-five 25jc 

(1) Loading and unloading costs may be charged to the Joint Account at the rate of fiftaan cents (!*€') per 
hundred weight on all tubular goods movements, in lieu of loading and unloading costs sustained, when 
actual hauling cost of such tubular goods are equalized under provisions of Paragraph 5 of Section I I . 

(2) Material involving erection costs shall be charged at applicable percentage of the current knocked-down 
price of new Material. 

3. Premium Prices 
Whenever Material is not readily obtainable at published or listed prices because of national emergencies, strikes 
or other unusual causes over which the Operator has no control, the Operator may charge the Joint Account for the 
required Material at the Operator's actual cost incurred in providing such Material, in making it suitable for use, 
and in moving it to the Joint Property; provided notice in writing is furnished to Non-Operators of the proposed 
charge prior to billing Non-Operators for such Material. Each Non-Operator shall have the right, by so electing and 
notifying Operator within ten days after receiving notice from Operator, to furnish in kind all or part of his share 
of such Material suitable for use and acceptable to Operator. 

4. Warranty of Material Furnished by Operator 

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

V. INVENTORIES 

The Operator shall maintain detailed records of Controllable Material. 

1. Periodic Inventories, Notice and Representation 

At reasonable intervals, Inventories shall be taken by Operator of the Joint Account Controllable Material. 
Written notice of intention to take inventory shall be given by Operator at least thirty (30) days before any inven­
tory is to begin so that Non-Operators may be represented when any inventory is taken. Failure of Non-Operators 
to be represented at an inventory shall bind Non-Operators to accept the inventory taken by Operator. 

2. Reconciliation and Adjustment of Inventories 

Reconciliation of a physical inventory with the Joint Account shall be made, and a list of overages and shortages 
shall be furnished to the Non-Operators within six months following the taking of the inventory. Inventory ad­
justments shall be made by Operator with the Joint Account for overages and shortages, but Operator shall be 
held accountable only for shortages due to lack of reasonable diligence. 

3. Special Inventories 

Special Inventories may be taken whenever there is any sale or change of interest in the Joint Property. It shall 
be the duty of the party selling to notify all other Parties as quickly as possible after the transfer of interest takes 
place. In such cases, both the seller and the purchaser shall be governed by such inventory. 

4. Expense of Conducting Periodic Inventories 

The expanse of conducting periodic Inventories shall not be charged to the Joint Account unless agreed to by the 
Parties. 
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EXHIBIT "F" 

EUNICE MONUMENT SOUTH UNIT 
LEA COUNTY, NEW MEXICO 

CERTIFICATE OF CQ>1PLIANCE 

Contractor agrees that, as to a l l current contracts and purchase orders, as 
defined below, heretofore issued or entered into by Gulf, as purchaser, for the 
furnishing of supplies or services by Contractor, and as to each such contract 
and purchase order, which may hereafter be issued or entered into by Gulf i n 
favor of the Contractor during one year from the date of execution of t h i s Cer­
t i f i c a t e , the Contractor w i l l comply with the Federal Government's Requirements 
as identified below, and agrees that without further reference thereto the pro­
visions contained i n t h i s Certificate shall be a part of each such contract and 
purchase order. 

For the purpose of th i s Certificate, the words "contract" and "purchase order" 
shall mean any nonexempt agreement or arrangement between Gulf and the Contractor 
for the furnishing of supplies or services or for the use of real or personal 
property, including lease arrangements which, i n whole or i n part, are necessary 
to the performance of any one or more contracts between Gulf and the United States of 
America or under which any portion of the Gulf's obligation under any one or more 
such contracts i s performed, undertaken, or assumed. 

Gulf understands and agrees that Contractor's assent to the incorporation 
of the provisions i n this Certificate into every nonexempt contract and purchase 
order betwen Gulf and Contractor during the periods specified herein i s intended 
to satisfy Gulf's requirements under the governing executive orders and statutes 
(reference to which includes amendments and orders superseding i n whole or i n part) 
and the rules and regulations issued thereunder. Gulf further understands and 
agrees that t h i s Certification i s not meant to create, nor shall i t be construed as 
creating, any enforceable rights hereunder for any firm, organization or individual 
who i s not a party to any such contract or purchase order between Gulf and Contractor. 

NONSEGREGATED FACILITIES 

The undersigned bidder, offerer, applicant, seller, contractor, or subcontractor, 
hereinafter referred to as Contractor, c e r t i f i e s to Gulf and the Federal Government 
agencies with which i t contracts that he does not maintain or provide for his em­
ployees any segregated f a c i l i t i e s at any of his establishments, and that he does not 
permit his employees to perform their services at any location, under his control, 
where segregated f a c i l i t i e s are maintained. As used i n th i s c e r t i f i c a t i o n , the 
term "segregated f a c i l i t i e s " means any waiting rooms, work areas, rest rooms and wash 
rooms, restaurants and other eating areas, time clocks, locker rooms and other 
storage or dressing areas, parking l o t s , drinking fountains, recreation or enter­
tainment areas, transportation, and housing f a c i l i t i e s provided for employees which 
are segregated by e x p l i c i t directive or are i n fact segregated on the basis of 
race, creed, color, or national origin, because of habit, local custom, or otherwise. 

EMPLOYMENT OF THE HANDICAPPED 

Applicable to a l l contracts and purchase orders exceeding $2,500, not other­
wise exempted: Contractor agrees to comply with Rehabilitation Act of 1973 and a l l 
orders, rules, and regulations issued thereunder and amendments thereto. 

EQUAL OPPORTUNITY, 
VETERANS, AND MINORITY BUSINESS ENTERPRISES 

Applicable to a l l contracts and purchase orders exceeding $10,000, not other­
wise exempted: Contractor agrees to comply with Executive Order 11246 regarding 



Equal Opportunity and a l l orders, rules and regulations issued thereunder or amend­
ments thereto. Contractor agrees to comply with Executive Order 11701 and Vietnam 
Veteran's Readjustment Act of 1974 and orders, rules, and regulations issued there­
under or amendments thereto. Contractor agrees to comply with Executive Orders 11458 
and 11625 regarding Minority Business Enterprises and a l l orders, rules, and regu­
lations issued thereunder or amendments thereto. 

MINORITY BUSINESS ENTERPRISES AND 
UTILIZATION OF SMALL BUSINESS CONCERNS 

AND SMALL BUSINESS CONCERNS OWNED AND CONTROLLED 
BY SOCIALLY AND ECONMICALLY DISADVANTAGED INDIVIDUALS 

Contractor agrees to comply with Executive Order 11625 regarding Minority Busi­
ness Enterprises and a l l orders, rules and regulations issued thereunder or amendments 
thereto. 

Applicable to a l l contracts of over $10,000 not otherwise exempted: 

(A) I t i s the policy of the United States that small business concerns and small 
business concerns owned and controlled by socially and economically disadvantaged i n ­
dividuals shall have the maximum practicable opportunity to participate i n the per­
formance of contracts l e t by any Federal agency. 

(B) The Contractor hereby agrees to carry out this policy i n the awarding of 
subcontracts to the f u l l e s t extent consistent with the e f f i c i e n t performance of this 
contract. The Contractor further agrees to cooperate i n any studies or surveys 
that may be conducted by the Small Business Administration or the contracting agency 
which may be necessary to determine the extent of the Contractor's compliance with 
this clause. 

(C) (1) The terms "small business concern" shall mean a small business as 
defined pursuant to Section 3 of the Small Business Act and i n relevant regulations 
promulgated pursuant thereto. 

(2) The term "small business concern owned and controlled by socially and 
economically disadvantaged individuals" shall mean a small business concern— 

(i) which i s at least 51 per centum owned by one or more, socially and 
economically disadvantaged individuals; or i n the case of any publicly owned busi­
ness, at least 51 per centum of the stock of which i s owned by one or more socially 
and economically disadvantaged individuals; and 

( i i ) whose management and daily business operations are controlled by 
one or more of such individuals. 

The contractor shall presume that socially and economically disadvantaged i n ­
dividuals include Black Americans, Hispanic Americans, Native Americans, Asian 
Pacific Americans, and other minorities, or any other individual found to be dis­
advantaged by the Small Business Administration pursuant to section 8(a) of the 
Small Business Act. 

(D) Contractors acting i n good f a i t h may rely on written representations 
by their subcontractors as either a small business concern or a small business con­
cern owned and controlled by socially and economically disadvantaged individuals. 

SMALL BUSINESS AND SMALL DISADVANTAGED 
BUSINESS SUBCONTRACTING (OVER $500,000 OR 

$1,000,000 FOR CONSTRUCTION OF ANY PUBLIC FACILITY) 

Applicable to a l l contracts over $500,000 or $1,000,000 for construction of 
any public f a c i l i t y not otherwise exempted: 

Pursuant to Temporary Regulation 50, Supplement 2(c) where applicable the 
contractor agrees to negotiate detailed subcontracting plan. 

UTILIZATION OF ̂vOMSN-a-3NED BUSINESS CONCERNS 

Applicable to a l l contracts over $10,000 not otherwise exempted: 

(A) I t i s the policy of the United States Government that women-owned busi­
nesses shall have the maximum practicable opportunity to participate i n the 
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performance of contracts awarded by any Federal agency. 

(B) The Contractor agrees to use his best efforts to carry out thi s policy i n 
the award of subcontracts to the f u l l e s t extent consistent with the e f f i c i e n t per­
formance of this contract. As used i n t h i s contract, a "woman-owned business" 
concern means a business that i s at least 51% owned by a woman or women who also 
control and operate i t . "Control" i n this context means exercising the power to 
make policy decisions. "Operate" i n this context means being actively involved 
in the day-to-day management. "Women" mean a l l women business owners. 

Wâ EN-OWNED BUSINESS CONCERNS SUBCONTRACTING PROGRAM 

Applicable to a l l contracts over $500,000 or $1,000,000 for construction of 
any public f a c i l i t y not otherwise exempted: 

(A) The Contractor agrees to establish and conduct a program which w i l l enable 
women-owned business concerns to be considered f a i r l y as subcontractors and suppliers 
under this contract. In this connection, the contractor shall: 

1. Designate a liaison officer who w i l l administer the Contractor's 
"Women-Owned Business Concerns Program". 

2. Provide adequate and timely consideration of the potentialities of 
known women-owned business concerns i n a l l "make-or-buy" decisions. 

3. Develop a l i s t of qualified bidders that are women-owned businesses 
and assure that known women-owned business concerns have an equitable 
opportunity to compete for subcontracts, particularly by making info r ­
mation on forthcoming opportunities available by arranging solicitations, 
time for preparation of bids, quantities, specifications, and delivery 
schedules so as to f a c i l i t a t e the participation of women-owned busi­
ness concerns. 

4. Maintain records showing (i) procedures which have been adopted to 
comply with the policies set fo r t h i n th i s clause, including the estab­
lishment of a source l i s t of women-owned business concerns; ( i i ) awards 
to women-owned businesses on the source l i s t by minority and- non-
minority women-owned business concerns; and ( i i i ) specific efforts to 
identify and award contracts to women-owned business concerns. 

5. Include the "Utilization of Women-Owned Business Concerns" clause i n 
subcontracts which offer substantial subcontracting opportunities. 

6. Cooperate i n any studies and surveys of the Contractor's women-owned 
business concerns procedures and practices that the Contracting Officer 
may from time-to-time conduct. 

7. Submit periodic reports of subcontracting to women-owned business con­
cerns with respect to the records referred to i n subparagraph 4 above, 
in such form and manner and at such time (not more often than quarterly) 
as the Contracting Officer may prescribe. 

(B) The Contractor further agrees to insert, i n any subcontract hereunder 
which may exceed $500,000 or $1,000,000 i n the case of contracts for the construc­
tion of any public f a c i l i t y and which offers substantial subcontracting po s s i b i l i t i e s , 
provisions which shall conform substantially to the language of this clause, including 
this paragraph B and to notify the Contracting Officer of the names of such sub­
contractors. 

(C) The Contractor further agrees to require written c e r t i f i c a t i o n by i t s 
subcontractors that they are bona fide women-owned and controlled business concerns 
in accordance with the definition of a women-owned business concern as set forth i n 
the U t i l i z a t i o n Clause Kb) above at the time of submission of bids or proposals. 

The aforementioned Contractor agrees that the provisions of this Certificate of 
Compliance are hereby incorporated i n every nonexempt contract or purchase order 
between us currently i n force or that may be issued during one year from the date of 
execution of the Operating Agreement. 

8/81 
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EXHIBIT " G " 

EUNICE MONUMENT SOUTH UNIT 
. LEA COUNTY, NEW MEXICO 

GAS STORAGE AND BALANCING AGREEMENT 

The parties to the Operating Agreement to which t h i s agreement 
i s attached own the working interests underlying the Unit Area cov­
ered by such agreement i n accordance with the percentages o f ^ p a r t i c -
i p a t i o n as set f o r t h i n Exhibit "B" to the Operating Agreement. 

In accordance with the terms of the Operating Agreement/ each 
party thereto has the r i g h t , subject to e x i s t i n g contracts, to take 
i t s share of the casinghead gas produced from the. Unit Area and mar­
ket the same. Existing casinghead contracts f o r the i n d i v i d u a l 
t r a c t s s h a l l remain i n place and s h a l l be the basis f o r settlement 
between the purchasers and the i n d i v i d u a l p a r t i e s t o t h i s agreement. 
Settlement volumes w i l l be based on the volume delivered to a pur­
chaser and w i l l be apportioned to the parties i n the r a t i o t h a t a 
single t r a c t ' s u n i t p a r t i c i p a t i o n bears to the sum of the u n i t par­
t i c i p a t i o n s of a l l t r a c t s which are dedicated to t h a t purchaser. 
In the event any of the part i e s hereto i s not a t any time taking or 
marketing i t s share of gas or has contracted to s e l l i t s share of 
gas produced from the Unit Area to a purchaser which does not at 
any time while t h i s agreement i s i n e f f e c t take the f u l l share of 
gas a t t r i b u t a b l e to the i n t e r e s t of such party, the terms of t h i s 
agreement s h a l l automatically become e f f e c t i v e . 

During the period or periods when any party hereto has no mar­
ket or f a i l s to take i t s share of gas produced from aay t r a c t w i t h i n 
the Unit Area, or i t s purchaser does not take i t s f u l l share of gas 
produced from such t r a c t , the other parties s h a l l be e n t i t l e d to 
take each month one hundred percent (100%) of the gas production as­
signed to such t r a c t and s h a l l be e n t i t l e d to d e l i v e r to i t s or t h e i r 
purchaser a l l of such gas production. 

On a cumulative basis, each purchaser and each party not taking-
i t s f u l l share of the gas produced s h a l l be credited w i t h gas i n 
storage equal to i t s f u l l share of the gas produced under t h i s agree­
ment, less i t s share of gas used i n lease operations, vented or l o s t , 
and less that portion such purchaser and such party took. The Opera­
to r w i l l maintain current accounts of the gas balances between the 
various purchasers and between the various p a r t i e s hereto, and w i l l 
f urnish a l l purchasers and parties hereto monthly statements showing 
the t o t a l quantity of gas produced, the amount used i n lease operations, 
vented or i o s t , and the monthly and cumulative over -and under account 
of each purchaser and party hereto. The Operator w i l l , from time to 
time, adjust the volumes delivered to each purchaser so as to minimize 
the r e l a t i v e over/short positions of a l l purchasers and p a r t i e s . 

At a l l times while gas i s produced from the Unit Area, each party 
hereto w i l l make settlement with the respective r o y a l t y owners to 
whom they are each accountable, j u s t as i f each party were taking or 
deli v e r i n g to a purchaser i t s share, and i t s share only, of t o t a l gas 
production exclusive of gas used i n lease operations, vented or l o s t . 
Each party hereto agrees to hold each other party harmless from any 
and a l l claims f o r r o y a l t y payments asserted by r o y a l t y owners to 
whom each party i s accountable. The term " r o y a l t y owner" s h a l l i n ­
clude owners of ro y a l t y , overriding r o y a l t i e s , production payments, 
and similar i n t e r e s t s . 

After notice to the Operator, any party at any time may begin 
taking or delivering to i t s purchaser i t s f u l l share of the gas pro­
duced from a t r a c t under which i t has gas i n storage less such party's 
share of gas used i n operations, vented or l o s t . I n addition to such 
share, each party, including the Operator, u n t i l i t has recovered i t s 
gas i n storage and balanced the gas account as to i t s i n t e r e s t , s h a l l 



be entitled to take or deliver to i t s purchaser a share of gas 
determined by multiplying f i f t y percent (50%) of the interest in 
the current gas production of the party or parties without gas 
in storage by a fraction, the numerator of which i s the interest 
in the tract or tracts 'of such party with gas in storage and the 
denominator of which i s the total percentage interest in such tracts 
of a l l parties with gas in storage currently taking or delivering to 
a purchaser. 

Each party taking or delivering gas to i t s purchaser shall pay 
any and a l l production taxes due on such gas. 

Should production of gas from the Unit Area be permanently dis­
continued before the gas account i s balanced, settlement w i l l be 
made between the underproduced and overproduced parties. In making 
such settelment, the underproduced party or parties w i l l be paid a 
sum of money, by the overproduced party or parties attributable to 
the overproduction which said overproduced party received, equal to 
the proceeds received less applicable taxes theretofore paid for the 
latest delivery of a volume of gas equal to that for which settlement 
i s made. 

Nothing herein shall change or affect each party's obligation to 
pay i t s proportionate share of a l l costs and l i a b i l i t i e s incurred, as 
i t s share thereof i s set forth in the Operating Agreement. 

This agreement shall constitute a separate agreement as to each 
tract within the Unit Area and shall become effective in accordance 
with i t s terms and shall remain in force and effect as long as the 
Operating Agreement to which i t i s attached remains in effect, and 
shall inure to the benefit of and be binding upon the parties hereto, 
their successors, legal representatives and assigns. 
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Individual Working Interest Joinder 

RATIFICATION AND JOINDER OF UNIT AGREEMENT 
AND UNIT OPERATING AGREEMENT 

In consideration of the execution of the Unit Agreement for the Develop­
ment and Operation of the Eunice Monument South Unit Area, County of 

Lea , State of New Mexico, dated June 22 , 1984 , i n form 
approved on behalf of the Secretary of the Interior, and i n consideration of 
the execution or r a t i f i c a t i o n by other Working Interest Owners of the Unit 
Operating Agreement, Eunice Monument South Unit Area, County of 

Lea , State of New Mexico, dated June 22 , 1984 , 
the undersigned working interest owner hereby expressly r a t i f i e s , approves, 
and adopts said Unit Agreement, and also said Unit Operating Agreement as f u l l y 
as though the undersigned had executed the original agreements. 

This Ratification and Joinder shall be effective as to the undersigned's 
interests i n any lands and leases, or interests therein, and royalties presently 
held or which may arise under existing option agreements or other interests i n 
unitized substances, covering any lands within the Unit Area i n which the under­
signed may be found to have an o i l or gas interest. 

This Ratification and Joinder shall be binding upon the undersigned, i t s 
successors and assigns. 

EXECUTED this 11th day of January , 19 85 

KENNETH R. BOSS 

Address: East Star Route 

Lovington, New Mexico 88260 

THE STATE OF New Mexico § 

CXX)NTY OF Lea § 

The foregoing instrument was acknowledged before me this l l r t 
day of January 19 _85_, by KENNETH R. BOSS 

My Commission Expires: 

21111? A teary"£ublic m the State ot 
County of ]±± • 



I n d i v i d u a l Royalty Joinder 

RATIFICATION AND JOINDER OF UNIT AGREEMENT 

In consideration of the execution of the Unit Agreement f o r the Develop­
ment and Operation of the Eunice Monument South Unit Area, County of 

Lea , State of New Mexico, dated , 
19 , i n form approved on behalf of the Secretary o f the I n t e r i o r and the 
State of New Mexico, the undersigned (whether one or more) hereby expressly j o i n s 
said Unit Agreement and r a t i f i e s , approves, adopts, and confirms said Unit Agree­
ment as f u l l y as though the undersigned had executed the o r i g i n a l agreement. 

This R a t i f i c a t i o n and Joinder sh a l l be e f f e c t i v e as to the undersigned's 
inter e s t s i n any lands and leases, or int e r e s t s t h e r e i n , and r o y a l t i e s pres­
ently held or which may arise under e x i s t i n g option agreements or other 
inter e s t s i n u n i t i z e d substances, covering the lands w i t h i n the Unit Area i n 
which the undersigned may be found to have an o i l or gas i n t e r e s t . 

This R a t i f i c a t i o n and Joinder of Unit Agreement s h a l l be binding upon 
the undersigned, h i s , her or i t s heirs, devisees, executors, assigns or 
successors i n i n t e r e s t . 

EXECUTED t h i s 

Address : ??19 ^ - T r l r n ^ j ftcm/i 

Tnr flngoloO) CA 00034 

THE STATE OFL ĴH-> f^o/L+J / A S 

COUNTY OF K>-Kj<Src^JtrS § 

The foregoing instrument was acknowledged before me th i s S T 
day of «^7"Prj^Uf\^-^ , 19 £5"~ , by CHRISTOPHER DUKINFIELD JONES 

My Commission Expires: 



Corporate Working In t e r e s t Joinder 

RATIFICATION AND JOINDER OF UNIT AGREEMENT 
AND UNIT OPERATING AGREEMENT 

In consideration of the execution of the Unit Agreement f o r the Develop­
ment and Operation of the Eunice Monument South Unit Area, County of 

, 1984 Lea State of New Mexico, dated June 22 i n form 
approved on behalf of the Secretary of the I n t e r i o r , and i n consideration of 
the execution or r a t i f i c a t i o n by other Working In t e r e s t Owners of the Unit 
Operating Agreement, Eunice Monument South Unit Area, County of 

June 22 ,1984 Lea State of New Mexico, dated 
the undersigned working i n t e r e s t owner hereby expressly r a t i f i e s , approves, 
and adopts said Unit Agreement, and also said Unit Operating Agreement as f u l l y 
as though the undersigned had executed the o r i g i n a l agreements. 

This R a t i f i c a t i o n and Joinder s h a l l be e f f e c t i v e as to the undersigned's 
int e r e s t s i n any lands and leases, or in t e r e s t s therein, and r o y a l t i e s presently 
held or which may arise under e x i s t i n g option agreements or other i n t e r e s t s i n 
uni t i z e d substances, covering any lands w i t h i n the Unit Area i n which the under­
signed may be found to have an o i l or gas i n t e r e s t . 

This R a t i f i c a t i o n and Joinder s h a l l be binding upon the undersigned, i t s 
successors and assigns. 

EXECUTED t h i s 19th day of Ifoveirber , 19 84 

TWO STATES OIL COMPANY 

President 
Address: Suites 1401 

Mercantile Colmnerce Bldg. 

Dallas, Texas 75201 

T f \ T - " 0 ?n / ! f \ i \ / 

DALLAS, TEXAS 752! 

THE STATE OF New Mexico § 

COUNTY OF LEA § 

The foregoing instrument was acknowledged before me this igth 
day of Novpmhpr 19 _S4 ' b y R ,¥,. Pi m a t t 

_, f o r / o f TWO STATES OIL COMPANY 

, a TVrag corporation, on 
behalf of said corporation. 

My Comnussion Expires: 

April 21, 1986 C T ^ / ^ ^ ^ f 
A Notary Public in"the State of ~ 
County of 
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Corporate Working Interest Joinder 

RATIFICATION AND JOINDER OF UNIT AGREEMENT 
AND UNIT OPERATING AGREEMENT 

In consideration of the execution of the Unit Agreement for the Develop­
ment and Operation of the Eunice Monument South Unit Area, County of 

Lea , State of New Mexico, dated June 22 , 1984 , i n form 
approved on behalf of the Secretary of the Interior, and i n consideration of 
the execution or ra t i f i c a t i o n by other Working Interest Owners of the Unit 
Operating Agreement, Eunice Monument South Unit Area, County of 

Lea , State of New Mexico, dated June 22 , 1984 , 
the undersigned working interest owner hereby expressly r a t i f i e s , approves, 
and adopts said Unit Agreement, and also said Unit Operating Agreement as f u l l y 
as though the undersigned had executed the original agreements. 

This Ratification and Joinder shall be effective as to the undersigned's 
interests in any lands and leases, or interests therein, and royalties presently 
held or which may arise under existing option agreements or other interests i n 
unitized substances, covering any lands within the Unit Area i n which the under­
signed may be found to have an o i l or gas interest. 

This Ratification and Joinder shall be binding upon the undersigned, i t s 
successors and assigns. 

EXECUTED this 2 h f day of ~JA -I V n ~~ V 19 £ ^ . 

ATTEST: 

9. 
Assistant Secretary 

Date 

CITIES SERVICE OIL AND GAS CORPORATION 

By fc* jf^Z^/fc-*-
Title: vice P̂ resident 

Interior Area 
Address: P. 0. Box 1919 

Midland, Texas 79702 

THE STATE OF Colorado S 

COUNTY OF Denver § 

The foregoing instrument was acknowledged before me this ^ > 
day of J ^ V V A I ^ , . - . / _ , 19 05 , by L. H. STAYTON 
Vice President - Interior Area , for/of Cities Service Oil and Gas Corporation 

y ^ , a Delaware corporation, on 
behalf of said corporation. 

My Commission Expires: 

wv Common U-A-^ V 
Public in the State of go Tar a do / 

Denver 

m mm®, SUITE W 
m t l & 83202 
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