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STATE OF NEW MEXITD OIL-CONSESVATION DIVISI FORM C-10%
‘ - REREIVED

ENCRCY AND MINERALS NDEPARTHENT POST DHCE BUI 2008 Revised 7-1-%]
STATE LAND OFF CE BULONG
SANTA F€ Nt W MEXCO 8750

PPLICATION FOR AUTHORIZATION TO INJECT JIN 07 '89
I. Purpose: ‘Secondary Recovery DPressure Mainpntur DDi‘V“ll D storaae
Application qualifies for administrative approva qﬁ"ia luJ
. AT,
1. Operator: Devon Energy Corporation (Nevada)

1500 Mid-America Tower, Oklahoma City, OK 73102
(405) 235-3611

Aadress:

J.M. Duckworth

Contact party: Phone:

I1I. Well data: Complete the data required on the reverse side of this form for each well
proposed for injection. Additional sheets may br attached if necessory.

lv. Is this an expansion of an existing project? @yes N Dno
If ves, qgive the Division order number authori2ing the project R-7926
V. Attach a map that identifies all wells and leases within two miles of any proposcu

injection well with a3 one-half mile radius circle drawn around each proposed injection
well. This circle identifies the well's area of review.

vI. Attach a tabulation of data on all wells of public record within the orea of review which
penetrate the proposed injection zone. Such data shail include a description of esch
well's type, construction, date drilled, location, depth, record of compietion, ard
a schematic of any plugged well illustrating all plugging detail.

vII. Attach data on the proposed operation, including:

Proposed average and maximum daily rate and volume of fluids to be injected:

Whether the system is open or clecsed;

Pronosed average and maximum injecticn pressure;

Sources and an appronriate analisis of injection fluid and compatibility with
the receiving formation if other than reinjected nroduced water; and

5. If injection is for disposal purvoses into a zone not productive of 0il or gas

at or within one mile of the proposed well, attach a chemical analyseis of

the disposal zzone formatisna water !may be measured or inferred from exicting

literature, studies, nearby wells, etc.).

£ N

iIl. Attach appropriate qgeclogical data on the injection zone including appropriate litholog:c
detail, neolongical nare, thicknzss, and depth. Give the geologic name, and depth to
bottom of all underground sources of drinking water {aquifers containing waters with
totol dissolved colids concentrations of 10,000 mg/l or less) overlying the propnsed
injection zone as well as any such source known to be immediately underlying the
injection interval.

IX. Describe the proposed stimulation program, if any.

X, Attach appropriate logging and test data on the well. (If well lcgs have been filed
with the Division they need not be resubmitted.)

xI. Attach a chemical analysis of fresh water from two or more fresh water wells (if
available and producing) within one mile of any injection or disposal well showing
location of wells and dates samples were taken.

xIf. Applicants for disposal wells must make an affirmative statement that they have
examined avasilable geclogic and engineering data and find no evidence of open faults
or any other hydrologic connection between the disposal zone and any underground
source of drinking water.

I1I, Applicants must complete the "Proof of Notice" section on the reverse side of this form.
XIv. Certification

I hereby certify that the information submitted with this spplication is true and correct
to the best of mv knowledge and belief.

Name: J.M. Duckworth Title District Engineer

7 ,/”%__, May 23, 1989
Z Z Date:

I1f the information A#quired under Sections Vi, VIII, X, and XI above has been previocusly
submitted, it nced‘'not be duplicated and resubmitted. Please show the date and circumstance

of the earlier submittal. Teyxas American 0il submitted data previously when obtaining

Signature:

order number R-7926, May, 20, 1985, Case #8481

DISTRIBUTION: Original and one cony to Santa Te with one copy to the appropriate Division
district office.
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- E i FORH C-108  Side 2
IT1. WELL DATA

A. The following well data must be submitted for each injection well covered by this applicat:
The data must be both in tahulur and schematic form and shall include:

(1) Lease niame; Well No.: loration by Section, Township, and Range: and fuotaqge
location within the sectiun,

(2) [qch casing string used with 1ts size, settinn depth, sacks of cement used, hule
size, top of cement, snd how such top was determined.

(3) A description of the tubiny to be used including its_size, lining material, any
settinng depth.

(4) The name, model, and setting depth of the packer used or a description of any other
seal system or assembly used.

Oivision District offices have supplies of Well Data Sheets which mav be used or whicnh
may be used as models for this purpase. Applicants for several identical well: moy
submit a "typical dota sheet” rather than submitting the data for each well.

8. The following must be submitted for each injection well covered by this anplication. 3All
items must be addressed for the initial well. Responses for additinnal wells need be shaun
only when different. Information shown on schematics need not be repeated.

(1) The name of the injection formation and, if applicable, the field or pool name.
(2} The injection interval and whether it is perforated or open-hole.

(3) State if the well was drilled for injection or, if not, the orifginal purpose of the well.

(4) Give the depths of any other perforated intervals and detail on the sacks of cement cr
bridnge pluns used to seal 2ff such perforations.

{5) Give the depth to and name of the next higher and ne:t lower oil or gas zone in the
grea of the well, 1f anv,

X1V, PRUOF OF NOTICE

Al)l applicants must furnish proof that a2 copy of the application has heen furnished, by
certified or rerjistered mail, to the owner of the surrace of the land on which the well
is to be located and to each leasehold operator within one-half mile of the well location.

Where an application is subject to admirnistrative approval, 8 proof of publication must
be submitted. Such proof shall consist of 8 copy of the legal advertisement which was
published in the county in which the well is located. The contents of such advertisement

must include:
{1) The name, address, phone number, and contact party for the applicant;

(2) the intended purpose of the injection well; with the exact locstion of single
welle or the section, township, and range location aof multiple wells:

(3) the formation name and depth with expected maximum injection rates and pressures; and

(4) a notstion that interested parties must file objections or requests for hearing with
the 0il Conservation Division, P, 0. Box 2088, Santa Fe, New Mexico 87501 within 15
days.

NO ACTION WILL BE TAKEN ON THE APPLICATION UNTIL PROPER PROOF OF NOTICE HAS BEEN
SUBMITTED.

e e e ———————
e e e ————————

NOTICE: Surface owners or offset operators must file any objections or requests for hearing
of sadministrative anplications within 15 days from the date this spplication was
mailed to them.



Devon knergv (Corporation
Etz State Unit

kddv tCountv,

New Mexico

C-1U8 Permit

Section 1 - See cover sheet.

Section 11 - See cover sheet.

Section 11l - See attachment.

Section 1V - See cover shneet.

Section_V - See attachment,

Section V1 - See attachment.

Section Vil - See attachment.

Section V111 - Refer to Texas American 0Oil, Case #8481,
Order #R-7926, dated Mav 20, 1985.

Section IX - No stimulation program is anticipated.

Section X - Reter to Texas American 0Oil, Case #8481,
Order #R-7926, dated Mav 20, 1985.

Section X1 - Refer to lTexas American 0il, Case #8481,
Order #R-7926., dated Mav 20, 1985,

Section X1l1 - iNot applicable.

Section X111 - See attachment.

Section X1V - See cover sheet.
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INJECTION WELL DATA SHELT -- SIDL 2

Tubing size 2 3/8 4.7# J-55 8 rd QlUlhed with _Tuboscope TK-70 plastic coating set in a
(material)

Baker Model AD-1 plastic coated tension packer packer at 2500 feet
(brand and model)

(or describe any other casing-tubing seal).

Other Data

1. Name of the injection formation Grayburg

2. Name of Field or Pool (if applicable) Grayburqg - Jackson

3. 1Is this a new well drilled for injection? / / VYes /x7 No

If no, for what purpose was the well originally drilled? Producing oil well

4. las the well ever been perforated in any other zone(s)? List all such perforated intervals

and give plugging detail (sacks of cement.or bridge plug(s) used) Yes. San Andres 2883-3228, we will

set a cast iron bridge plug at 2875' with 25' of cmt on top to seal off. Queen 2096-2102, sqz'd off with

50 sx cmt to 1350 psi. Drilled out and tested to 300 psi.

.

5. Give the depth to aund nume of any overlying and/or underlying oil or gas zones (pools) in
this area. Morrow - 10700 ft, Seven Rivers - 1800 ft, Queen - 2070 ft
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INJLCTION WELL DATA SHLCET -- SlDL 2

Tubing size 2 3/8" 4.7# J-55 8rd EUEined with _Tuboscope TK-70 plastic coating set in a
(material)
Baker Model AD-1 plastic coated tension packer 2475
packer at feet

{brand and model)

(or describe any other casing-tubing seal).

Other Data R

1. Name of the injection formation Grayburg
2. Name of Field or Pool (if applicable) Grayburg - Jackson
3. Is this a new well drilled for injection? / / VYes /x7 No

If no, for what purpose was the well originally drilled? Producing oil well

4. Has the well ever been perforated in any other zone(s)? List all such perforated intervals
and give plugging detail (sacks of cement.or bridge pluq(s) used) Yes. San Andres 2874-3938 ft.

We will set a cast iron bridge plug at 2850' with 20 ft of cmt on top to seal off San Andres. Queen 2088-2096,

sqz'd off with 150 sx cmt.

5. Give the depth to and name of any overlying and/or underlying oil or gas zones (pools) in

this area. Morrow - 10700 ft, Seven Rivers - 1800 ft, Queen - 2070 ft __
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SEUTION ¥1 - FuKl U-20d, NoW HellUu LIL CONSERVATLUN DiVISION

INTERVAL OF [NoECTIUN:

WBLL NAME & NUMbEK

2414=2772 rty FRUM TYPE LUG

N

Bk,

: 1 LOCG HILLS ‘A’ FEDEKAL #8

‘2 PARKE ‘B #1

3 BTL STAYE #

EYe STATE #21

5 .zo.,ﬁ~=x D gL

LOCU HILLY '#' rbUERAL #4

T T HRUWN LRUW FEDERAL #1

8 MNclNTYRE .m.(&

9 HcIKTYRE ‘b’ #1

SPUD  CUMPLATiUN
UPERATUR LOCAT10M STATUS DATE DATE 0 PBLY CASLNG
eSS CaTIZCEsrszssacsTETsTIZsS=ES 3t 41313ttt Ei3 ittt ittt ittt ittt 1313 434444 -1 3ttt 1t ittt ittt tti1t 1 SSEZSZzZzzZIsas=z===s -
ANADARKD B SECTLION 15-T178-K30E, S KW INJEUTION  5-4-72  5-15-11  1b4b 2842 8 5/8% W 472 w/150 sx 105, CALL
1980" FNL & 6bu’ FuiL 5 1/2" W 1845 w/450 1 1130 /5UKEACE
BRADEN HBAD 80%, 300 sx
" SOUTHLAND ROYALTY N SBCTION 15-T178-R30B, 3w g $¥ INACTLVE 1-7-38  UNKNOWN 3270 Y205 9 578% @ 523 w/50 81 342, CALL
330° FSL & 330' FwL INJECTION 7* @ 2943 w/100 sx 1704, CALL
& 1/2* LINKR 2750-3270 27150, ThHp
w/100 sy
DBYON BNBRGY P SECTION 16-TI73-R30B, S 88 8B PRODUCING  10-13-37  1-5-38 3350 3350 B 1/4* W 480 w/i5 sx 343, CALC
CTUTT0RSL & 9907 BEL T 7 W 2550 w/50 sx 1929, CALL
UBVON BNERGY P SECTION 16-T178-R308, 3% 8§ 3k PRUDUCING  10-25-72 11-18-T2  4uav GULl 6 5/8" W 543 w/10U B 144, CALL
990" FSL & 330" FEL 5 1/2% @ 4usY w/o00 sx 1935, Lot
UEVUN ENERGY B SBUTLON 17-T178-R30E, NW N PRODUCING  5-6-74  Ll-27-14 2850 633 B 5/BY W 475 w/lBU sY  SURKAUK, CALL
2310° FNL & 330" rb 4§ 1/1% 9 1650 w/4dv sX 945, CALL
ANADARKY C SECTION 17-T178-R308, NE MW PRUDUCING  6-0-T2  b6-24=72 3700 3093 8 5/8" @ 478 w/l5U sy 109, ALY
060’ FNL & 1980’ KWL 5 1/2* @ 3699 w/850 sx SURPACE, UALL
JEG HNTERPRLSES A SBCTION 20-T173-Ro0B, 9/2 M8 N§  PRUDUCING  5-7-8%  b-3-45 Jo0Y 3592 B 5/6* W aly w/43D 53 SURFACE, V1Y
990" FAL & 060" FBL 5 1/2* @ 3595 /925 s 1035, Lub
ARCO A SBCTION 20-T178-R30B, MW WK N PLUGGED 27298 UNKNOWN 3265  SURFACK 9 5/8* @ 52u w/50 &1 339, CALL
330" PEL & 990' FEL 3-20-76 7° 6 2918 w/lu0 sx 1677, CALL
SINCLAIR OEL & GAS A SKCTLON 21-T178-R30B, NE NB PLUGGED 12-9-00  1-12-6%F 7000 3UKFAUE ¥ 5/8* M 1240 w/400 sx SUKFACE, V1§
060" FNL & 660" FbL 1-12-61

2397-99, loui-uy,
1 Nﬂphlpu. nauwlsn

GRAYBURGS L81v-2820

SAN ANDRES: 3156-00, JiTu-iy,
1200-10, 3228-36, 3248-dv,
J451-64

GKAYBURG & YAN ANURES
OPEN HULE FKONM 4550 tu 3450

UUBLN: 21d4~3u
GRAYBURG: ¢571-47)0
JAN ANokbY: iBuv-3704

QUEBN: 2utl-ib

GUESN: 2Ut0-0Y

ukAYbURL: 253856, Lovu-vo,
4638-52, 2070-84, 4744-32
SAN ANDRES: JU28-4d, Joid-s0,
1348=92, 33%4-00, 354
36 10-04

SAN ANDRES: 3205~0Y, 3i88-9),
J3uy=20, J370=Th, J484-3510

SAN ANUKE: UFEN niLB
1918-346)
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12,000
b uUY
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McIntyre 'E' #4
ARCO .
'A' Section 21-T17S-R30E

P & A'd 3-26-76

330' FNL & 990' FEL P & A Marker
Cement circulated to surface /\\\\\ - 10 sx cmt at surface
between 9 5/8" & 7" when well )
t o~
was P & A'd ; TOC @ 339 ft, surface job
\ /
W
g V)
i/ .
b Cmt retainer @ 460 ft
9 5/8" surface csg @ 520 ft \X\
cmt'd with 50 sx, 12" hole =~ S Shot 3 iqz holes @ 520 ft
Pumpe 0 sx cmt, circ to
MUD surface
SO\ Spotted 20 sx cmt, 100 ft
TOC @ 1677 ft K 7 from 1500 to 1600 ft
\ /
\ %
Q MUD 4
N 7
SN2 CIBP @ 2850 ft with 10 sx
\ / cmt on top
/]
: 7" production c¢sg @ 2918 ft ; k
cmt'd with 100 sx, 8" hole §
| MUD
! <
| |




McIntyre 'D' #11
Sinclair 0il & Gas Co.
'A' Section 21-T17S-R30E

660' FNL & 660' FEL

P&A'd 1-12-61

Dry Hole Marker

S L L 15 sx cmt plug at top

Ccmt circulated on surface
casing job

MUD

SOOI

7777 L

8 5/8" surface csg @ 1240 ft 31 sx plug from 1200 to
cmt'd with 400 sx J//j)/;/f;;i/// 1300 ft, 100 ft plug

P

-~

RPN A e
\/( ~

2 31 sx plug from 2100 to
}// //;////,///zfi; 2200 ft, 100 ft plug

plug

{ MUD ;
- :
?/<;/://;/<}/////}% S0 500 ¢ plug

MUD

e ; 31 sx plug from 4300 t
%//////////////i/a 4400 ft,uloorft plug °

!x
/
¢
{

/
; [
; MUD Z
/ /
:
; > 31 sx plug from 6635 to
?/>//’/ L L //‘/} 6735 ft, 100 ft plug
4 MUD ¢

TD @ 7000 ft ~ L
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Devon Energv Corporation
Etz State Unit
Eddy Countv, New Mexico

C-108 Permit

Section Vil
1. The vproposed rates are as follows:

4.

5.

a. Proposed average dailv injection rates:
1. 1200 BWPD for the project
2. 200 BWPD per well
b. Proposed maximum dailv iniection rates:
1. 2400 BWPD for the project
2. 400 BWPD per well
¢c. Proposed volumes:
1. 36,000 bbls of water per month tor the project
2. 6,000 bbls of water per month ver well
Note: All ‘Proiect’ rates and volumes incliude the two new

injection wells sought by this permit, and the four
injection wells previouslv permitted.

The svstem is a closed svstem.

The proposed injection pressures are as tollows:

a.

b.

Maximum allowed pressure: 450 psi above unit average trac
pressure, as determined bv step rate tests on all unit
injection wells. Flease refterence Anadarko’s Ballard GSA
Unit waterflood Project, Case #9364, Order #R-¢773~A, which
concerns the same tormation and field, and in which blevon
Energy has a working interest. The four existing injection
wells have an average trac point of 1142 psi welihead
pressure; therefore, the proposed maximum pressure 1is
1592 psi.

Proposed average injection pressure: 1142 psi.

Addressed by previous application. No change.

Not applicable.
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P 887 4BY 7b5 \} P 887 .
! CERTIFI
e RECEIPT FOR CERTIFIED MAIL :* RECE:!:IISE&?E COVERAGE PROVIDET
:n NO INSURANCE COVERAGE PROVIDED JUN O? '89 ’ NOT FOR INTERNATIONAL MA'L
. NOT FOR INTERNATIONAL MAIL _ (See Reverse)
(See Reverse)
Sent t
Sepdkaco, Inc. A,é;:f‘o- ureau of Land Mana ement
S ALtRAGIonT Mr. S, L. Chanfiler OFRCE ation: District Manager
Box 3109 ~ax_ 1307
rMiddand 7PTexas 79702 e i etexico 88201
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Postage 3 : Postage
: *
Certified Fee * : Certhed Fee
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Restricted Delivery Fee 1 Restncted Detivery Fee
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Sent 1o (Soe Reverse) (See Reversel
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soden: Mr. Bill pany Bhillips Petroleum Compan
: . Bill Griffin :
2497 ttehtrddn: Mr. David Brown
- S 11 fhat
. S
o JEsSEY Heas 79762
S
'ﬁdland, Texas Postage S
23 Certitied Fee
3 ’ * Centfied Fee %
Special Delivery Fee

Speciat Delivery Fee

Restricted Delivery Fee

Restricted Delivery Fee

Return Receipt showing
to whom and Date Delivered Return Receipt showing

- to whom and Date Deivered
Retum Receipt showing to whom,
Date. and Address of Delivery

Return Receipt showing to whom.
Date. and Address of Delivery

TOTAL Postage and Fees S

TOTAL Postage and Fees S

Postmark or Date
6/2/89
Collier Feder No. 1

Postmark or Date
‘v 6/2/89
Collier Feder No. 1

PS Form 3800, June 1985

PS Form 3800, June 1985




PS Form 3800, June 1985

P 887 4ay 7pg

RECEIPT FOR CERTIFIED MAIL
NO INSURANCE COVERAGE PROVIDED
NOT FOR INTERNATIONAL MAIL

(See Reverse)

Sent 10
Marbob Ener Corporation

atidon: Ms. Debra Rich
"r?:e%i%a,“"ﬁé&"ﬁexico 88210
Postage S

Certified Fee

*

Speciat Delivery Fee

Restricted Delivery Fee

Return Receipt showing
to whom and Date Dehvered

Return Receipt showing 1o whom,
Date. ang Address of Denvery

TOTAL Postage and Fees S

Postmark or D
e " F2/80
Collier Federal No. 1

PS Form 3800, June 1985

P 887 4ay ?7B9

RECEIPT FOR CERTIFIED MAIL

NO INSURANCE COVERAGE PROVIDEE
NOT FOR INTERNATIONAL MA.L

(See Reverse)

Gt&: Lurnett Uil Company
801 Cherry Street

PoxbtaWortdf, CRexas 76102

Postage S

Certilied Fee %=

Special Dehvery Fee

Restricted Delivery Fee

Return Receipt showing
fo whom and Date Delivered

Return Recerpt showing to whom.
Date. and Address of Dehvery

TOTAL Postage and Fees R

Postmark or Date

CM  6/2/89
Collier Federal No. 1

KfhE Burnett Testamentary Trust



- DEVON 1500 Mid-America Tower 405/235-3611

ENERGY 20 North Broadway TWX 910-831-3277
G Oklahoma City, Oklahoma 73102-8260

CORPORATION
RECEIvEp
June 2, 1989
Jy 07 ‘89
CERTIFIED -- RETURN RECETPT REQUESTED ocop

TO: ADDRESS LIST ATTACHED

Re: Collier Federal No. 1
660' FNL & 660' FEL
Section 17, T17S, R30E
Eddy County, New Mexico
Notice of Application for
Authority to Inject,
New Mexico 0il Conservation Division
Form C-108

Gentlemen:

As required by Rule 701 of the New Mexico 0il Corporation Division, Devon
EBnergy Corporation (Nevada), ("Devon") is hereby supplying you with a copy of
its 0il Conservation Division Form C-108, Application for Authorization to Inject
relating to Devon's plans to inject fresh water into the Grayburg formation
through the above referenced well.

Yours very truly,

/Z/C'Z’;f /ﬂé&ﬁ/z;/f

Carter Muire
District Landman

MM/gc

Enclosure




ADDRESSEE LIST
COLLIER FEDERAL NO.

Anne Burnett Testamentary Trust
c¢/o Burnett Oil Company

801 Cherry Street

Fort Worth, Texas 76102

Attention: Mr. John McPhaul

Marbob Energy Corporation
P. O. Drawer 217
Artesia, New Mexico 88210

Attention: Ms. Debra Rich

Anadarko Petroleum Company
P. O. Box 2497

400 W. Illinois

Suite 1300

Midland, Texas

Attention: Mr. Bill Griffin
Phillips Petroleum Company
4001 Penbrook

Odessa, Texas 79762
Attention: Mr. David Brown
Texaco, Inc.

Box 3109

Midland, Texas 79702
Attention: Mr. S. L. Chandler
Bureau of Land Management
P. 0. Box 1397

Roswell, New Mexico 88201

Attention: District Manager

1
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RECEIPT FOR CERTIFIED MAIL

P 887 4auy 7kl

P 887 484 757

RECEIPT FOR CERTIFIED MAIL

NO INSURANCE COVERAGE PROVIDED
NOT FOR INTERNATIONAL MA'L

(See Reverse)

RECEIvED

NO INSURANCE COVERAGE PROVIDED
NOT FOR INTERNATIONAL MAIL

(See Reverse)

|
1 PS Form 3800, June 1985

PS Form 3800, June 1985

Sent to JUN 07 89
3 s , Sent to
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modon: Mr. Loy G. Fletcpeg ¢ g Pireisiow of State Lands Offjce
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Postage s imx e8¢
$anta Fe, New Mexicq 87504-1148
Centied Fee % Certified Fee *
Special Delivery Fee Special Dehvery Fee
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Return Receipt showing to whom, 4
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o Y
TOTAL Postage and Fees § § TOTAL Postage and Fees s
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Postmark or Date : g
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te gt
. 8| Etz "J" State
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S -9
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487 yay 759 P 887 4a8y 7m0
R
ECE'!;IS;S“? CERTIFIED MAIL
NOT E COVERAGE PROVIDED RECEIPT FOR CERTIFIED MAIL
INTERNATIONAL MAIL NO INSURANCE COVERAGE PROVIDED
[% NOT FOR INTERNATIGNAL MAIL
SEm loE (See Reverse)
. ._LaRue and B ent to
- N. Mungey, . amson 0il Corporation

SR B1NBox 470 :
s Attantion: Mr. Charles Gleeson
0. Box 4391

PO. State and’ZlP Code

o ——————— RBudPeA) 2e5ds 77210
S

W Postage S
ﬁ Cerufied Fee %

Special Delivery Fee

Special Delivery Fee

Restnicted Delivery Fee
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Postmark or Date

Postmark or Date

CM 6/2/89
Etz "J" State

CM 6/2/89
Etz "J" Stase

PS Form 3800, June 1985




RECEIPT FOR CERTIFIED MAIL
RECE:OPIS;CA)& %g&';’OE&UMML NO INSURANCE COVERAGE PROVIDEC
NOT FOR INTERNATIONAL MAIL

NOT FOR INTERNATIONAL MAIL

(See Reverse) (See Reverse)

Sent to en!Ao 0il and Gas Compan
Southland Royalty Compan onco A1 npany
sh&etentiion: Mr. Arden Walker : OWBN:: : 7‘7“;& Gene Whitworth
- 21 Desta DRive—— | nd : J
F)&cffﬁr?&",z"l@t’ﬁs 79701 R%Qw%i‘ia, EE&%XZLCO 88202
Postage S Postage :
Certitied Fee % Certiied Fee *

Special Detivery Fee Special Delivery Fee

A F
Restricted Dehvery Fee Restricted Delivery Fee

Return Receipt showing
Return Receipt showing W ed
to whom and Date Delivered to whom and Date

Return Receipt showing 1o whom,

Return Receipt showing to whom. Date. and Address of Delivery

Date. andg Address of Dehvery

7]

F
TOTAL Postage and Fees S TOTAL Postage and Fees

'PS Form 3800, June 1985

Postmark or Date

cM  6/2/89
Etz "J" State

Postmark or ?ate

6/2/89
Etz "J" State

PS Form 3800, June 1985

P 887 uay 77g

RECEIPT FOR CERTIFIED MAIL
NO INSURANCE COVERAGE PROVIDED
NOT FOR INTERNATIONAL MAIL

{See Reverse)

tlo. o,
sﬁ?nlhps Petroleum Copmpan
Attention: David Brown

rook
Odes¥i "18g 57279762

Postage S

Certitied Fee

Special Delivery Fee

Restricted Delivery Fee

Return Receipt showing
to whom and Date Delivered

Return Recerpt showing to whom,
Date. and Address of Dehvery

TOTAL Postage and Fees

(%]

Posimark or D
CH™" % 6/2/89 ;
ETZ "3'" State

PS Form 3800, June 1985




DEVON 1500 Mid-America Tower 405/235-3611

ENERGY (Z)Okl?honh lgoadvggh . , TWX 910-831-3277
co RATION oma City, oma 73102-8260 RECE'VED
June 2, 1989 Jm 07 '89
O.C.p.
ARTESIA, OFFICE

CERTIFIED -- RETURN RECEIPT REQUESTED

TO: ADDRESS LIST ATTACHED

Re: Etz "J" State
990' FSL & 2310' FEL
Section 16: T17S, R30E
Eddy County, New Mexico
Notice of Application for
Authority to Inject
New Mexico 0il Conservation Division
Form C-108

Gentlemen:

As required by Rule 701 of the New Mexico 0il Corporation Division, Devon
Energy Corporation (Nevada), ("Devon") is hereby supplying you with a copy of
its 0il Conservation Division Form C-108, Application for Authorization to Inject

relating to Devon's plans to inject fresh water into the Grayburg formation
through the above referenced well.

Yours very truly,

//// 'Zj;‘[' %ﬁ(af‘cf

Carter Muire
District Landman

tM/gc

Enclosure



ADDRESSEE LIST
ETZ "J" STATE

Phillips Petroleum Company
4001 Penbrook
Odessa, Texas 79762

Attention: David Brown

Southland Royalty Company
21 Desta Drive
Midland, Texas 79701

Attention: Mr. Arden Walker

Bearing Service and Supply Company
P. 0. Box 100
Artesia, New Mexico 88210

Attention: Mr. Loy G. Fletcher

Damson 0il Corporation
P. 0. Box 4391
Houston, Texas 77210

Attention: Mr. Charles Gleeson

C. E. LaRue and B. N. Muncey, Jr.
P. O. Box 470
Artesia, New Mexico 88210

Hondo 0il and Gas Company
P. 0. Box 2208
Roswell, New Mexico 88202

Attention: Mr. Gene Whitworth
State of New Mexico

Division of State Lands Office
P. 0. Box 1148

Santa Fe, New Mexico 87504-1148

Attention: Director 0il & Gas Division



UNIT AGREEMENT
’ ETZ STATE UNIT
EDDY COUNTY, NEW MEXICO

Section Index

Preliminary Recitals . . . . .
Enabling Act and Regulations
Unit Area and Definitions.
Exhibits . . . . . . . . .
Expansion. . . . . . . . .
Unitized Land. . . . . . .
Unit Operator. . . . . .
Resignation or Removal of Unit
Successor Unit Operator. . . .
Accounting Provisions and Unlt Operatlng
Agreement. . . . . .« e e e .
Rights and Obllgatlons of Un1t Operator.
Plan of Operations . . . e e e e e s
Use of Surface and Use of Water. . .
Tract Participation. . . . . . . . .
Tracts Qualified for Participation .
15.A. Allocation of Unitized Substances. .
15.B. Windfall Profit Tax. . . . .
15.C. Imputed Newly Discovered Crude 011 .
15.D. Imputed Stripper Crude O0il . . . . .
15.E. Excess Imputed Newly Discovered Crude O

.
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15.F. Excess Imputed Stipper Crude 0il . .
15.G. Taking Unitized Substances in Kind .
16 outside Substances . . . . . . . . .
17 Royalty Settlement . . . . . . . . .
18 Rental Settlement. . . . . . . . . .
19 Conservation . . . . . +. « « « . . .
20 Drainage . . « ¢« « ¢ « &+ « o o & & .
21 Loss of Title. . . . ¢« « ¢« ¢« « « . . .
22 Leases and Contracts Conformed and Extended.
23 Covenants Run with Land. . . . . . . . . . .
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Exhibit "A" (Map of Unit Area)

Exhibit "B" (Schedule of Ownership and Tract
Participation)

Exhibit "C" (Tract Participation Formula and Parameters
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UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION
OF THE
ETZ STATE UNIT
EDDY COUNTY, NEW MEXICO

THIS AGREEMENT, entered into as of the day of
. 1989, by and between the parties subscribing,
ratifying, or consenting hereto, and herein referred to as the "parties
hereto,"

WITNESSETH:

WHEREAS, the parties hereto are the owners of working, royalty, or other
0il and gas interests in the Unit Area subject to this Agreement; and

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

WHEREAS, the Commissioner of Public Lands of the State of New Mexico is
authorized by an Act of the Legislature (Section 1, Chapter 88, Laws 1943,
as amended by Section 1 of Chapter 176, Laws of 1961) (Chapter 19, Article
10, Section 45, New Mexico Statutes 1978 Annotated), to consent to and
approve the development or operation of State lands under agreements made by
lessees of State land jointly or severally with other lessees where such
agreements provide for the unit operation or development of part of or all
of any oil or gas pool, field or area; and

WHEREAS, the Commissioner of Public Lands of the State of New Mexico is
authorized by an Act of the Legislature (Section 1, Chapter 88, Laws 1943,
as amended by Section 1, Chapter 162, Laws of 1951) (Chapter 19, Article 10,
Section 47, new Mexico Statutes 1978 Annotated) to amend with the approval
of lessee, evidenced by the lessee's execution of such agreement or
otherwise, any oil and gas lease embracing State lands so that the length of
the term of said lease may coincide with the term of such agreements for the
unit operation and development of part or all of any oil or gas pool, field
or area; and

WHEREAS, the 0il Conservation Division of the State of New Mexico
(hereinafter referred to as the "Division") is authorized by an Act of the
Legislature (Chapter 72, Laws of 1935 as amended) (Chapter 70, Article 2,
Section 2 et seq., New Mexico Statutes 1978 Annotated) to approve this
Agreement and the conservation provisions herecof; and

WHEREAS, the 0il Conservation Division of the Energy and Minerals
Department of the State of New Mexico is authorized by law (Chapter 635,
Article 3 and Article 14, N.M.S. 1953 Annotated) to approve this Agreement
and the conservation provisions hereof; and

WHEREAS, the parties hereto hold sufficient interest in the Unit Area
covering the land hereinafter described to give reasonably effective control
of operation therein; and

WHEREAS, it is the purpose of the parties hereto to conserve natural
resources, prevent waste, and secure other benefits obtainable through
development and operation of the area subject to this Agreement under the
terms, conditions, and limitations herein set forth;

NOW, THEREFORE, in consideration of the premises and the promises herein
contained, the parties hereto commit to this Agreement their respective
interest in the below-defined Unit Area, and agree severally among themselves
as follows:
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SECTION 1. ENABLING ACT AND REGULATIONS. The Mineral Leasing Act of
February 25, 1920, as amended, supra, and all valid pertinent regulations,
including operating and unit plan regulations, heretofore issued thereunder
or valid, pertinent, and reasonable regqulations hereafter issued thereunder
are accepted and made a part of this Agreement as to Federal lands, provided
such regulations are not inconsistent with the terms of this Agreement; and
as to non-Federal lands, the cil and gas operating regulations in effect as
of the Effective Date hereof governing drilling and producing operations, not
inconsistent with the terms hereof or the laws of the state in which the non-
Federal land is 1located, are hereby accepted and made a part of this
Agreement.

SECTION 2. UNIT AREA AND DEFINITIONS. For the purpose of this
Agreement, the following terms and expressions as used herein shall mean:

(a) "Unit Area" is defined as those lands described in Exhibit "B" and
depicted on Exhibit "A" hereof, and such land is hereby designated and
recognized as constituting the Unit Area, containing 640 acres, more or less,
in Eddy County, New Mexico.

(b} "Land Commissioner" is defined as the Commissioner of Public¢ Lands
of the State of New Mexico.

(c) "Division" is defined as the 0il Conservation Division of the
Department of Energy and Minerals of the State of New Mexico.

(d) "“Authorized Officer" or "A.0." is any employee of the Bureau of
Land Management who has been delegated the required authority to act on
behalf of the BLM.

(e) "Secretary" is defined as the Secretary of the Interior of the
United States of America, or his duly authorized delegate.

(£) "Department" is defined as the Department of the Interior of the
United States of America.

(g) "Proper BLM Office" is defined as the Bureau of Land Management
office having jurisdiction over the federal lands included in the Unit Area.

(h) "Unitized Formation" shall mean that interval underlying the Unit
Area, the vertical limits of which extend from an upper limit described as
100 feet below mean sea level or at the top of the Grayburg formation,
whichever is higher, to a lower 1limit at the base of the San Andres
formation; the geologic markers having been previously found to occur at
2,474 feet and 2,770 feet, respectively, in Devon Energy Corporation's Etz
State No. 23 well (located 990 feet FSL and 1650 feet FWL of Section 16,
T17S, R30E, Eddy C , New Mexico)} as recorded on the Dresser Atlas BHC
Acoustilo ed on November 25, 1972, said log being measured from a
shing elevation of 3,673 feet above mean sea level.

(i) "uUnitized Substances" are all oil, gas, gaseous substances, sulphur
contained in gas, condensate, distillate and all associated and constituent
liquid or liquefiable hydrocarbons, other than outside substances, within and
produced from the Unitized Formation.

{(j) "Tract" is each parcel of land described as such and given a Tract

(k) "Tract Participation"” is defined as the percentage of participation
shown on Exhibit "B" for allocating Unitized Substances to a Tract under this
Agreement.

(1) "Unit Participation" is the sum of the percentages obtained by
multiplying the Working Interest of a Working Interest Owner in each Tract
by the Tract Participation of such Tract.



(m) "Working Interest" is the right to search for, produce and acquire
Unitized Substances whether held as an incident of ownership of mineral fee
simple title, under an oil and gas lease, operating agreement, or otherwise
held, which interest is chargeable with and obligated to pay or bear, either
in cash or out of production, or otherwise, all or a portion of the cost of
drilling, developing and producing the Unitized Substances from the Unitized
Formation and operations thereof hereunder. Provided that any royalty
interest created out of a working interest subsequent to the execution of
this Agreement by the owner of the workirng interest shall continue to be
subject to such working interest burdens and obligations.

(n) "Working Interest Owner" is any party hereto owning a Working
Interest, including a carried working interest owner, holding an interest in
Unitized Substances by virtue of a lease, operating agreement, fee title or
otherwise. The owner of oil and gas rights that are free of lease or other
instrument creating a Working Interest in another shall be regarded as a
working Interest Owner to the extent of seven-eights (7/8) of his interest
in Unitized Substances, and as a Royalty owner with respect to his remaining
one-eighth (1/8) interest therein.

{o) "Royalty Interest” or "Royalty" is an interest other than a Working
Interest in or right to receive a portion of the Unitized Substances or the
proceeds thereof and includes the rovalty interest reserved by the lessor or
by an o0il and gas lease and any overriding royalty interest, o0il payment
interest, net profit contracts, or any other payment or burden which does not
carry with it the right to search for and produce unitized substances.

{p) "Royalty Owner" is the owner of a Royalty Interest.

(gq) "unit Operating Agreement" is the agreement entered into by and
between the Unit Operator and the Working Interest Owners as provided in
Section 9, infra, and shall be styled "Unit Operating Agreement, Etz State
Unit, Eddy County, New Mexico."

(r) "0il and Gas Rights" is the right to explore, develop and operate
lands within the Unit Area for the production of Unitized Substances, or to
share in the production so obtained or the proceeds thereof.

(s) "Outside Substances" 1is any substance obtained from any source
other than the Unitized Formation and injected into the Unitized Formation.

(t) "unit Manager" is any person or corporation appointed by Working
Interest Owners to perform the duties of Unit Operator until the selection
and qualification of a successor Unit Operator as provided for in Section 7
hereof.

(u) "Unit Operator” is the party designated by Working Interest Owners
under the Unit Operating Agreement to conduct Unit Operations.

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

(w) "Unit Equipment" is all personal property, lease and well
equipment, plants, and other facilities and equipment taken over or otherwise
acquired for the joint account for use in Unit Operations.

(x) "Unit Expense"” is all cost, expense, or indebtedness incurred by
wWorking Interest Owners or Unit Operator pursuant to this Agreement and the
Unit Operating Agreement for or on account of Unit Operations.

(y) "Effective Date" is the date determined in accordance with Section
24, or as redetermined in accordance with Section 39.

SECTION 3. EXHIBITS. the following exhibits are incorporated herein
by reference: Exhibit "A" attached hereto is a map showing the Unit Area and
the boundaries and identity of tracts and leases in said Unit Area to the
extent known to the Unit Operator. Exhibit "B" attached hereto is a schedule




showing, to the extend known to the Unit Operator, the acreage comprising
each Tract, percentages and kind of ownership of cil and gas interests in all
land in the Unit Area, and Tract Participation of each Tract. However,
nothing herein or in said schedule or map shall be construed as a
representation by any party hereto as to the ownership of any interest other
than such interest or interests as are shown in said map or schedule as owned
by such party. The shapes and descriptions of the respective Tracts have
been established by using the best information available. Each Working
Interest Owner 1is responsible for supplying Unit Operator with accurate
information relating to each Working Interest Owner's interest. If it
subsequently appears that any Tract, because of diverse royalty or working
interest ownership on the Effective Date hereof, should be divided into more
than one Tract, or when any revision is requested by the A.0., or any
correction of any error other than mechanical miscalculations or clerical is
needed, then the Unit Operator, with the approval of the Working Interest
owners, may correct the mistake by revising the exhibits to conform to the
facts. The revision shall not include any reevaluation of engineering or
geclogical interpretations used in determining Tract Participation. Each
such revision of an exhibit made prior to thirty (30) days after the
Effective Date shall be effective as of the Effective Date. Each other such
revision of an exhibit shall be effective at 7:00 a.m. on the first day of
the calendar month next following the filing for record of the revised
exhibit or on such other date as may be determined by Working Interest Owners
and set forth in the revised exhibit. Copies of such revision shall be filed
with the Land Commissioner, and not less than four copies shall be filed with
the A.0. In any such revision, there shall be no retroactive allocation or
adjustment of Unit Expense or of interests in the Unitized Substances
produced, or proceeds thereof.

SECTION 4. EXPANSION. The above described Unit Area may, with the
approval of the A.0. and Land Commissioner, when practicable be expanded to
include therein any additional Tract or Tracts regarded as reasonably
necessary or advisable for the purposes of this Agreement provided however,
in such expansion there shall be no retroactive allocation or adjustment of
Unit Expense or of interests in the Unitized Substances produced, or proceeds
thereof. Pursuant to Subsection (b), the Working Interest Owners may agree
upon an adjustment of investment by reason of the expansion. Such expansion
shall be effected in the following manner:

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

(b) Unit Operator shall circulate a notice of the proposed expansion
to each Working Interest Owner in the Unit Area and in the Tract proposed to
be included in the unit, setting out the basis for admission, the Tract
Participation to be assigned to each Tract in the enlarged Unit Area and
other pertinent data. After negotiation (at Working Interest owners' meeting
or otherwise) if at least three Working Interest Owners having in the
aggregate seventy-five percent (75%) of the Unit Participation then in effect
have agreed to inclusion of such Tract or Tracts in the Unit Area, then Unit
Operator shall:

(1) After obtaining preliminary concurrence by the A.0. and Land
Commissioner, prepare a notice of proposed expansion describing the
contemplated changes in the boundaries of the Unit Area, the reason therefor,
the basis for admission of the additional Tract or Tracts, the Tract
Participation to be assigned thereto and the proposed effective date thereof;
and

(2) Deliver copies of said notice to Land Commissioner, the A. O.
at the Proper BLM Office, each Working Interest Owner and the last known
address of each lessee and lessor whose interest are affected, advising such
parties that thirty (30) days will be allowed for submission to the Unit
Operator of any objection to such proposed expansion; and



(3) File, upon the expiration of said thirty (30) day periocd as
set out in (2) immediately above with the Land Commissioner and A.0. the
following: (a) evidence of mailing or delivering copies of said notice of
expansion; (b) an application for approval of such expansion; (c) an
instrument containing the appropriate joinders in compliance with the
participation requirements of Section 14 and Section 34, infra; and (d4d) a
copy of all objections received along with the Unit Operator's response
thereto.

The expansion shall, after due consideration of all pertinent
information and approval by the Land Commissioner and the A.0., become
effective as of the date prescribed in the notice thereof, preferably the
first day of the month subsequent to the date of notice. The revised Tract
Participation of the respective Tracts included within the Unit Area prior
to such enlargement shall remain the same ratio one to another.

SECTION 5. UNITIZED LAND. 2All land committed to this Agreement as to
the Unitized Formation shall constitute land referred to herein as "Unitized
Land"” or "Land subject to this Agreement.” Nothing herein shall be construed
to unitize, pool, or in any way affect the o0il, gas and other minerals
contained in or that may be produced from any formation other than the
Unitized Formation as defined in Section 2(h) of this Agreement.

SECTION 6. UNIT OPERATOR. Devon Energy Corporation (Nevada) is hereby
designated the Unit Operator, and by signing this instrument as Unit
Operator, agrees and consents to accept the duties and obligations of Unit
Operator for the operation, development, and production of Unitized
Substances as herein provided. Whenever reference is made herein to the Unit
Operator, such reference means the Unit Operator acting in that capacity and
not as an owner of interest in Unitized Substances, when such interests are
owned by it and the term "Working Interest Owner” when used herein shall
include or refer to the Unit Operator as the owner of a Working Interest when
such an interest is owned by it.

Unit Operator shall have a lien upon interests of Working Interest
Owners in the Unit Area to the extent provided in the Unit Operating
Agreement.

SECTION 7. RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit operator
shall have the right to resign at any time, but such resignation shall not
become effective so as to release Unit Operator from the duties and
obligations of Unit Operator and terminate Unit Operator's rights as such for
a period of six (6) months after written notice of intention to resign has
been given by Unit Operator to all Working Interest Owners, the Land
Commissioner and the A.0. unless a new Unit Operator shall have taken over
and assumed the duties and obligations of Unit Operator prior to the
expiration of said period.

The Unit Operator shall, upon default or failure in the performance of
its duties and obligations hereunder, be subject to removal by Working
Interest Owners having in the aggregate eighty percent (80%) or more of the
Unit Participation then in effect exclusive of the Working Interest Owner who
is the Unit Operator. Such removal shall be effective upon notice thereof
to the Land Commissioner and the A.O.

In all such instances of effective resignation or removal, until a
successor to Unit Operator is selected and approved as hereinafter provided,
the Working Interest Owners shall be jointly responsible for the performance
of the duties of the Unit Operator and shall, not later than thirty (30) days
before such resignation or removal becomes effective, appoint a Unit Manager
to represent them in any action to be taken hereunder.

The resignation or removal of Unit Operator under this Agreement shall
not terminate its right, title or interest as the owner of a Working Interest
or other interest in Unitized Substances, but upon the resignation or removal
of Unit Operator becoming effective, such Unit Operator shall deliver
possession of all wells, equipment, books and records, materials,
appurtenances and any other assets used in connection with the Unit
Operations to the new duly qualified successor Unit Operator or to the Unit
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Manager if no such new Unit Operator is elected. Nothing herein shall be
construed as authorizing the removal of any material, equipment or
appurtenances needed for the preservation of any wells. Nothing herein
contained shall be construed to relieve or discharge any Unit Operator or
Unit Manager who resigns or is removed hereunder from any liability or duties
accruing or performable by it prior to the effective date of such resignation
or removal.

SECTION 8. SUCCESSOR UNIT OPERATOR. Whenever the Unit Operator shall
tender its resignation as Unit Operator or shall be removed as hereinabove
provided, the Working Interest Owners shall select a successor Unit Operator
as herein provided. Such selection shall not become effective until (a) a
Unit Operator so selected shall accept in writing the duties and
responsibilities of Unit Operator, and (b) the selection shall have been
approved by the Land Commissioner and the A.0. If no successor Unit Operator
or Unit Manager is selected and qualified as herein provided, the Land
Commissioner and/or the A.0., at their election, may declare this Agreement
terminated.

In selecting a successor Unit Operator, the affirmative vote of three
or more Working Interest Owners having a total of sixty-five percent (65%)
or more of the total Unit Participation shall prevail; provided that if any
one Working Interest Owner has a Unit Participation of more than thirty-five
percent (35%), its negative vote or failure to vote shall not be regarded as
sufficient unless supported by the vote of one or more other Working Interest
Owners having a total Unit Participation of at least five percent (5%). 1If
the Unit Operator who is removed votes only to succeed itself or fails to
vote, the successor Unit Operator may be selected by the affirmative vote of
the owners of at least seventy-five percent (75%) of the Unit Participation
remaining after excluding the Unit Participation of Unit Operator so removed.

SECTION 9. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT. Costs
and expenses incurred by Unit Operator 1in conducting Unit Operations
hereunder shall be paid, apportioned among and borne by the Working Interest
owners in accordance with the Unit Operating Agreement. Such Unit Operating
Agreement shall also provide the manner in which the Working Interest Owners
shall be entitled to receive their respective proportionate and allocated
share of the benefits accruing hereto in conformity with their underlying
operating agreements, leases or other contracts and such other rights and
obligations as between Unit Operator and the Working Interest Owners as may
be agreed upon by the Unit Operator and the Working Interest Owners; however,
no such Unit Operating Agreement shall be deemed either to modify any of the
terms and conditions of this Agreement or to relieve the Unit Operator of any
right or obligation established under this Agreement, and in case of any
inconsistency or conflict between this Agreement and the Unit Operating
Agreement, this Agreement shall prevail. Copies of any Unit Operating
Agreement executed pursuant to this Section shall be filed with the Land
Commissioner and with the A. 0. at the Proper BLM Office as required prior
to approval of this Agreement.

SECTION 10. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Except as
otherwise specifically provided herein, the exclusive right, privilege and
duty of exercising any and all rights of the parties hereto including surface
rights which are necessary or convenient for prospecting for, producing,
storing, allocating and distributing the Unitized Substances are hereby
delegated to and shall be exercised by the Unit Operator as herein provided.
Upon request, acceptable evidence of title to said rights shall be deposited
with said Unit Operator, and together with this Agreement, shall constitute
and define the rights, privileges and obligations of Unit Operator. Nothing
herein, however, shall be construed to transfer title to any land or to any
lease or operating agreement, it being understood that under this Agreement
the Unit Operator, in its capacity as Unit Operator, shall exercise the
rights of possession and use vested in the parties hereto only for the
purposes herein specified.




SECTION 11. PLAN OF OPERATIONS. It is recognized and agreed by the
parties hereto that all of the land subject to this Agreement is reasonably
proved to be productive of Unitized Substances and that the object and
purpose of this Agreement is to formulate and to put into effect an improved
recovery project in order to effect additional recovery of Unitized
Substances, prevent waste and conserve natural resources. Unit Operator
shall have the right to inject into the Unitized Formation any substances for
secondary recovery or enhanced recovery purposes in accordance with a plan
of operation approved by the Working Interest Owners, the A.O., the Land
Commissioner and the Division, including the right to drill and maintain
injection wells on the Unitized Land and completed in the Unitized Formation,
and to use abandoned well or wells producing from the Unitized Formation for
said purpose. Subject to like approval, the Plan of Operation may be revised
as conditions may warrant.

The initial Plan of Operation shall be filed with the A.0., the Land
Commissioner and the Division concurrently with the filing of this Unit
Agreement for final approval. Said initial plan of operations and all
revisions thereof shall be as completed and adequate as the A.0., the Land
Commissioner and the Division may determine to be necessary for timely
operation consistent herewith. Upon approval of this Agreement and the
initial plan by the A.0. and Commissioner, said plan, and all subsequently
approved plans, shall constitute the operating obligations of the Unit
Operator under this Agreement for the period specified therein. Thereafter,
from time to time before the expiration of any existing plan, the Unit
Operator shall submit for like approval a plan for an additional specified
period of operations. After such operations are commenced, reasonable
diligence shall be exercised by the Unit Operator in complying with the
obligations of the approved Plan of Operation.

Notwithstanding anything to the contrary herein contained, should the
Unit Operator fail to commence Unit Operations for the secondary recovery of
Unitized Substances from the Unit Area within eighteen {(18) months after the
effective date of this Agreement, or any extension thereof approved by the
A.0., this Agreement shall terminate automatically as of the date of default.

SECTION 12. USE OF SURFACE AND USE OF WATER. The parties to the extent
of their rights and interests, hereby grant to Unit Operator the right to use
as much of the surface, including the water thereunder, of the Unitized Land
as may reasonably be necessary for Unit Operations.

Unit Operator's free use of water or brine or both for Unit Operations,
shall not include any water from any well, lake, pond or irrigation ditch of
a surface owner, unless approval for such use is granted by the surface
owner.

Unit Operator shall pay the surface owner for damages to growing crops,
fences, improvements and structures on the Unitized Land that result from
Unit Operations, and such payments shall be considered as items of unit
expense to be borne by all of the Working Interest Owners of lands subject
hereto.

SECTION 13. TRACT PARTICIPATION. In Exhibit "B" attached hereto there
are listed and numbered the various Tracts within the Unit Area, and set
forth opposite each Tract are figures which represent the Tract
Participation, during Unit Operations if all Tracts in the Unit Area qualify
as provided herein. The Tract: Participation of each Tract as shown in
Exhibit "B" was determined in accordance with the formula and specific tract
parameters set forth on Exhibit "C" attached hereto.




In the event less than all Tracts are qualified on the Effective Date
hereof, the Tract Participation shall be calculated on the basis of all such
qualified Tracts rather than all Tracts in the Unit Area.

SECTION 14. TRACTS QUALIFIED FOR PARTICIPATION. On and after the
Effective Date hereof, the Tracts within the Unit Area which shall be

entitled to participation in the production of Unitized Substances shall be
those Tracts more particularly described in Exhibit "B" that corner or have
a common boundary (Tracts separated only by a public rcad or a railroad
right-of-way shall be considered to have a common boundary), and that
otherwise qualify as follows:

(a) Each Tract as to which Working Interest Owners owning one hundred
percent (100%) of the Working Interest have become parties to this Agreement
and as to which Royalty Owners owning seventy-five percent (75%) or more of
the Royalty Interest have become parties to this Agreement.

{b) Each Tract as to which Working Interest Owners owning cne hundred
percent (100%) of the Working Interest have become parties to this agreement,
and as to which Royalty Owners owning less than seventy-five percent (75%)
of the Royalty Interest have become parties to this Agreement, and as to
which (1) the Working, Interest Owner who operates the Tract and Working
Interest Owners owning at least seventy-five percent (75%) of the remaining
Working Interest in such Tract have joined in a request for the inclusion of
such Tract, and as to which (2) Working Interest Owners owning at least
seventy-five percent (75%) of the combined Unit Participation in all Tracts
that meet the requirements of Section 1l4(a) above have voted in favor of the
inclusion of such tract.

(c¢) Each Tract as to which Working Interest Owners owning less than one
hundred percent (100%) of the Working Interest have become parties to this
Agreement, regardless of the percentage of Royalty Interest therein that is
committed hereto; and as to which (1) the Working Interest Owner who operates
the Tract and Working Interest Owner owning at lease seventy-five percent
(75%) of the remaining Working Interest in such Tract who have become parties
to this Agreement have joined in a request for inclusion of such Tract, and
have executed and delivered, or obligated themselves to execute and deliver
an indemnity agreement indemnifying and agreeing to hold harmless the other
owners of committed Working Interests, their successors and assigns, against
all claims and demands that may be made by the owners ¢f Working Interest in
such Tract who are not parties to this Agreement, and which arise out of the
inclusion of the Tract; and as to which (2) Working Interest Owners owning
at least seventy-five percent (75%) of the Unit Participation in all Tracts
that meet the requirements of Section 14(a) and 14(b) have voted in favor of
the inclusion of such Tract and to accept the indemnity agreement. Upon the
inclusion of such a Tract, the Tract Participations which would have been
attributed to the nonsubscribing owners of Working Interest in such Tract,
had they become parties to this Agreement and the Unit Operating Agreement,
shall be attributed to the Working Interest Owners in such Tract who have
become parties to such agreements, and joined in the indemnity agreement, in
proportion to their respective Working Interests in the Tract.

If on the Effective Date of this Agreement there is any Tract or Tracts
which have not been effectively committed to or made subject to this
Agreement by qualifying as above provided, then such Tract or Tracts shall
not be entitled to participate hereunder. Unit Operator shall, when
submitting this Agreement for final approval by the Land Commissioner and the
A.0., file therewith a schedule of those tracts which have been committed and
made subject to this Agreement ahd are entitled to participate in Unitized
Substances. Said schedule shall set forth opposite each such committed Tract
the lease number or assignment number, the owner of record of the lease, and
the percentage participation of such tract which shall be computed according
to the participation formula set forth in Section 13 (Tract Participation)
above. This schedule of participation shall be revised Exhibit "B" and upon
approval thereof by the Land Commissioner and the A.O., shall become a part
of this Agreement and shall govern the allocation of production of Unitized
Substances until a new schedule is approved by the Land Commissioner and A.O.



SECTION 15.A. ALLOCATION OF UNITIZED SUBSTANCES. All Unitized
Substances produced and saved (less, save and except any part of such
Unitized Substances used in conformity with good operating practices on
unitized land for drilling, operating, camp and other production or
development purposes and for injection or unavoidable loss in accordance with
a Plan of Operation approved by the A.0. and Land Commissioner) shall be
apportioned among and allocated to the qualified Tracts in accordance with
the respective Tract Participations effective hereunder during the respective
periods such Unitized Substances were produced, as set forth in the schedule
of participation in Exhibit "B." The amount of Unitized Substances so
allocated to each Tract, and only that amount (regardless of whether it be
more or less than the amount of the actual production of unitized Substances
from the well or wells, if any, on such Tract) shall, for all intents, uses
and purposes, be deemed to have been produced from such Tract.

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

No Tract committed to this Agreement and qualified for participation as
above provided shall be subsequently excluded from participation hereunder
on account of depletion of Unitized Substances.

If the Working Interest and/or the Royalty Interest in any Tract are
divided with respect to separate parcels or portions of such Tract and owned
now or hereafter in severalty by different persons, the Tract Participation
shall be in the absence of a recordable instrument executed by all owners in
such Tract and furnished to Unit Operator fixing the divisions of ownership,
be divided among such parcels or portions in proportion to the number of
surface acres in each.

SECTION 15.B. WINDFALL PROFIT TAX. In order to comply with the
windfall Profit Tax Act of 1980, as amended, and applicable regulatins and
to ensure that interest owners of each Tract retain the Windfall Profit Tax
benefits accruing to each Tract prior to joining the Unit, for Windfall
Profit Tax purposes only, crude cil shall be allocated to individual Tracts
as follows:

SECTION 15.C. IMPUTED NEWLY DISCOVERED CRUDE OIL. Each Tract
contributing newly discovered crude oil to the Unit Area, that is each Tract
certified as a newly discovered property for wWindfall Profit Tax purposes
prior to joining the Unit (Newly Discovered Tract), shall be allocated
imputed newly discovered crude oil in the proportion that the Tract
Participation of such Tract bears to the total of the Tract Participations
of all Newly discovered Tracts; provided, however, that imputed newly
discovered crude oil allocated to any Tract under this Subsection 15.C. shall
not exceed, in any month, the total number of barrels of crude o0il allocable
out of wunit production to such Tract in accordance with its Tract
Participation. In the event a Newly Discovered Tract is so allocated a
number of barrels of imputed newly discovered crude oil which is less than
the total number of barrels of crude oil allocable out of unit production to
such Tract in accordance with its Tract Participation, then such Newly
Discovered Tract shall be allocated any remaining unallocated newly
discovered crude oil in the proportion that the Tract Participation of such
Tract bears to the total of the Tract Participations of all Newly Discovered
Tracts not previously so allocated the total number of barrels allccable out
of unit production in accordance with their Tract Participations. This
additional allocation process shall continue to be repeated, as outlined in
the preceding sentence, until such time as:

(a) all Newly Discovered Tracts have been so allocated a number of
barrels of imputed newly discovered crude 0il equal to the total number of
barrels of crude o0il allocable out of unit production to such Tracts in
accordance with their Tract Participations; or



(b) there is no imputed newly discovered crude oil remaining to be
allocated,

whichever occurs first.

Any imputed newly discovered crude oil in excess of the amount of oil
allocable to a Tract in accordance with this Subsection 15.C. shall be termed
excess imputed newly discovered crude oil.

SECTION 15.D. IMPUTED STRIPPER CRUDE OIL. Each Tract contributing
stripper crude oil to the Unit Area, that is, each Tract certified as a
stripper property for windfall Profit Tax purposes prior to joining the Unit
(Stripper Tract), shall be allocated imputed stripper crude oil in the
proportion that the Tract Participation of such Tract bears to the total of
the Tract Participations of all Stripper Tracts; provided, however, that
imputed stripper crude oil allocated to any Tract under this Subsection 15.D.
shall not exceed, in any month, the total number of barrels of crude cil
allocable ocut of unit production to such Tract in accordance with its Tract
Participation. In the event a Stripper Tract is so allocated a number of
barrels of imputed stripper crude o0il which is less than the total number of
barrels of crude o0il allocable out of unit production to such Tract in
accordance with its Tract Participation, then such Stripper Tract shall be
allocated any remaining unallocated imputed stripper crude oil in the
proportion that the Tract Participation of such Tract bears to the total of
the Tract Participations of all Stripper Tracts not previously so allocated
the total number of barrels allocable out of unit production in accordance
with their Tract Participations. This additional allocation process shall
continue to be repeated, as outlined in the preceding sentence until such
time as:

(a) all Stripper Tracts have been so allocated a number of barrels of
imputed stripper crude 0il equal to the total number of barrels of crude oil
allocable out of unit production to such Tracts in accordance with their
Tract Participations; or

(b) there is no imputed stripper crude oil remaining to be allocated,
whichever comes first.

Any imputed stripper crude oil in excess of the amount of oil allocable to
a Tract in accordance with this Subsection 15.D. shall be termed excess
imputed stripper crude oil.

SECTION 15.E. EXCESS IMPUTED NEWLY DISCOVERED CRUDE OIL. Each Tract
shall be allocated any excess imputed newly discovered crude oil in the
proportion that its Tract Participation bears to the total of the Tract
Participations of all Tracts not previously allocated the total number of
barrels of crude oil allocable to these Tracts out of unit production in
accordance with the Tract Participations of such Tracts; provided, however,
that excess imputed newly discovered crude oil allocated to each such Tract,
when added to the total number of barrels of imputed newly discovered crude
0il previously allocated to it, shall not exceed, in any month, the total
number of barrels of oil allocable to it out of unit production in accordance
with its Tract Participation.

SECTION 15.F. EXCESS IMPUTED STRIPPER CRUDE OIL. Each Tract shall be
allocated any excess imputed Stripper crude oil in the proportion that its
Tract Participation bears to the total of the Tract Participations of all
Tracts not previously allocated the total number of crude oil barrels
allocable to these Tracts out of unit production in accordance with the Tract
Participations of such Tracts; provided, however, that excess imputed
stripper crude oil allocated to each such Tract, when added to the total
number of barrels of imputed stripper crude oil previously allocated to it,
shall not exceed, in any month, the total number of barrels of oil allocable
to it out of unit production in accordance with its Tract Participation.
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SECTION 15.G. TAKING UNITIZED SUBSTANCES IN KIND. The Unitized
Substances allocated to each Tract shall be delivered in kind to the
respective parties entitled thereto by virtue of the ownership of oil and gas
rights therein. Each such party shall have the right to construct, maintain
and operate all necessary facilities for that purpose within the Unitized
Area, provided the same are so constructed, maintained and operated as not
to interfere with Unit Operations. Subject to Section 17 hereof, any extra
expenditure incurred by Unit Operator by reason of the delivery in kind of
any portion of the Unitized Substances shall be borne by the party taking
delivery. In the event any Working Interest Owner shall fail to take or
otherwise adequately dispose of its proportionate share of the production
from the Unitized Formation, then so long as such condition continues, Unit
Operator, for the account and at the expense of the Working Interest Owner
of the Tract or Tracts concerned, and in order to avoid curtailing the
operation of the Unit Area, may, but shall not be required to, sell or
otherwise dispose of such production to itself or to others, provided that
all contracts of sale by Unit Operator of any other party's share of Unitized
Substances shall be only for such reasonable periods of time as are
consistent with the minimum needs of the industry under the circumstances,
but in no event shall any such contract be for a period in excess of one
year, and at not less than the prevailing market price in the area for like
production, and the account of such Working Interest Owner shall be charged
therewith as having received such production. The net proceeds, if any, of
the Unitized Substances so disposed of by Unit Operator shall be paid to the
working Interest Owner of the Tract or Tracts concerned. Notwithstanding the
foregoing, Unit Operator shall not make a sale into interstate commerce of
any Working Interest Owner's share of gas production without first giving
such Working Interest Owner sixty (60) days' notice of such intended sale.

Any Working Interest Owner receiving in kind or separately disposing of
all or any part of the Unitized Substances allocated to any Tract, or
receiving the proceeds therefrom if the same is sold or purchased by Unit
Operator, shall be responsible for the payment of all royalty, overriding
royalty and production payments due thereon, and each such party shall hold
each other Working Interest Owner harmless against all claims, demands and
causes of action by owners of such royalty, overriding royalty and production
payments.

I1f, after the Effective Date of this Agreement, there is any Tract or
Tracts that are subsequently committed hereto, as provided in Section 4
(Expansion} hereof, or any Tract or Tracts within the Unit Area not committed
hereto as of the Effective Date hereof but which are subsequently committed
hereto under the provisions of Section 14 (Tracts Qualified for
Participation) and Section 32 (Nonjoinder and Subsequent Joinder); or if any
Tract is excluded from this Agreement as provided for in Section 21 (Loss of
Title), the schedule of participation as shown in Exhibit "B" shall be
revised by the Unit Operator; and the revised Exhibit "B," upon approval by
the Land Commissioner and the A.0., shall govern the allocation of production
on and after the effective date thereof until a revised schedule is approved
as hereinabove provided.

SECTION 16. OUTSIDE SUBSTANCES. 1If gas obtained from formations not
subject to this Agreement is introduced into the Unitized Formation for use
in repressuring, stimulating of production or increasing ultimate recovery
which shall be in conformity with a Plan of Operation first approved by the
Land Commission and the A.0., a like amount of gas with appropriate deduction
for loss or depletion from any cause may be withdrawn from unit wells
completed in the Unitized Formation royalty free as to dry gas, but not
royalty free as toc the products extracted therefrom; provided that such
withdrawal shall be at such time as may be provided in the approved Plan of
Operator or as otherwise may be consented to or prescribed by the Land
Commissioner and the A.0. as conforming to good petroleum engineering
practices and provided further that such right of withdrawal shall terminate
on the termination date of this Agreement.
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SECTION 17. ROYALTY SETTLEMENT. The State of New Mexico and United
States of America and all Royalty Owners who, under an existing contract,
are entitled to take in kind a share of the substances produced from any
Tract unitized hereunder, shall continue to be entitled to such right to take
in kind their share of the Unitized Substances allocated to such Tract, and
Unit Operator shall make deliveries of such Royalty share taken in kind in
conformity with the applicable contracts, laws and regulations. Settlement
for Royalty not taken in kind shall be made by Working Interest Owners
responsible therefor under existing contracts, Laws and regulations on or
before the last day of each month for Unitized Substances produced during the
preceding calendar month; provided, however, that nothing herein contained
shall operate to relieve the lessees of any land from their respective lease
obligations for the payment of any Royalty due under the leases, except that
such Royalty shall be computed on Unitized Substances as allocated to each
Tract in accordance with the terms of this Agreement. With respect to
Federal leases committed hereto on which the royalty rate depends upon the
daily average production per well, such average production shall be
determined in accordance with the operating regulations pertaining to Federal
leases as though the committed Tracts were included in a single consolidated
lease.

If the amount of production or the proceeds thereof accruing to any
Royalty Owner (except the United States of America) in a Tract depends upon
the average production per well or the average pipeline runs per well from
such Tract during any period of time, then such production shall be
determined from and after the effective date hereof by dividing the quantity
of Unitized Substances allocated hereunder to such Tract during such period
of time by the number of wells located thereon capable of producing Unitized
Substances as of the Effective Date hereof, provided that any Tract not
having any well so capable of producing Unitized Substances on the Effective
Date hereof shall be considered as having one such well for the purpose of
this provision.

All Royalty due the State of New Mexico and the United States of America
and the other Royalty owners hereunder shall be computed and paid on the
basis of all Unitized Substances allocated to the respective Tract or Tracts
committed hereto, in lieu of actual productiocn from such Tract or Tracts.

with the exception of Federal and State requirements to the contrary,
Working Interest Owners may use or consume Unitized Substances for Unit
Operations and no Royalty, overriding royalty, production or other payments
shall be payable on account of Unitized Substances used, lost or consumed in
Unit Operations.

Each Royalty Owner (other than the State of New Mexico and the United
States of America) that executes this Agreement represents and warrants that
it is the owner of a Royalty Interest in a Tract or Tracts within the Unit
Area as its interest appears in Exhibit "B" attached hereto. If any Royalty
Interest in a Tract or Tracts should be lost by title failure or otherwise
in whole or in part, during the term of this Agreement, then the Rovalty
Interest of the party representing himself to be the owner thereof shall be
reduced proportionately and the interests of all parties shall be adjusted
accordingly.

SECTION 18. RENTAL SETTLEMENT. Rentals or minimum Royalties due on the
leases committed hereto shall be paid by Working Interest Owners responsible
therefor under existing contracts, laws and regulations provided that nothing
herein contained shall operate to relieve the lessees of any land from their
respective lease obligations for the payment of any rental or minimum Royalty
in lieu thereof, due under their leases. Rental for lands of the State of
New Mexico subject to this Agreement shall be paid at the rate specified in
the respective leases from the State of New Mexico. Rental or minimum
Royalty for lands of the United States of America subject to this Agreement
shall be paid at the rate specified in the respective leases from the United
States of America, unless such rental or minimum Royalty is waived, suspended
or reduced by law or by approval of the Secretary or his duly authorized
representative.
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SECTION 19. CONSERVATION. Operations hereunder and production of
Unitized Substances shall be conducted to provide for the most economical and
efficient recovery of said substances without waste, as defined by or
pursuant to Federal and State laws and regulations.

SECTION 20. DRAINAGE. The Unit Operator shall take all reasonable and
prudent measures to prevent drainage of Unitized Substances from unitized
land by wells on land not subject to this Agreement.

The Unit Operator, upon approval by the Working Interest Owners, the
A.0. and the Land Commissioner, is hereby empowered to enter into a
borderline agreement or agreements with working interest owners of adjoining
lands not subject to this Agreement with respect to operation in the border
area for the maximum economic recovery, conservation purposes and proper
protection of the parties and interest affected.

SECTION 21. LOSS OF TITLE. In the event title to any Tract of unitized
land shall fail and the true owner cannot be induced to join in this
Agreement, such Tract shall be automatically regarded as not committed
hereto, and there shall be such readjustment of future costs and benefits as
may be required on account of the loss of such title. 1In the event of a
dispute as to title to any Royalty, Working Interest, or other interests
subject thereto, payment or delivery on account thereof may be withheld
without 1liability for interest until the dispute is finally settled;
provided, that, as to State or Federal lands or leases, no payments of funds
due the United States or the State of New Mexico shall be withheld, but such
funds shall be deposited as directed by the A.0. or Land Commissioner (as the
case may be) to be held as unearned money pending final settlement of the
title dispute, and then applied as earned or returned in accordance with such
final settlement.

If the title or right of any party claiming the right to receive in kingd
all or any portion of the Unitized Substances allocated to a Tract is in
dispute, Unit Operator at the direction of Working Interest Owners shall
either:

(a) require that the party to whom such unitized Substances are
delivered or to whom the proceeds thereof are paid furnish security for the
proper accounting therefor to the rightful owner if the title or right of
such party fails in whole or in part, or

(b) withhold and market the portion of Unitized Substances with respect
to which title or right is in dispute, and impound the proceeds thereof until
such time as the title or right thereto is established by a final judgment
of a court of competent jurisdiction or otherwise to the satisfaction of
Working Interest Owners, whereupon the proceeds so impounded shall be paid
to the party rightfully entitled thereto.

Each Working Interest Owner shall indemnify, hold harmless, and defend
all other wWorking Interest Owners against any and all claims by any party
against the interest attributed to such Working Interest Owner on Exhibit
"B . "

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

SECTION 22. LEASES AND CONTRACTS CONFORMED AND EXTENDED. The terms,
conditions and provisions of all leases, subleases and other contracts
relating to exploration, drilling, development or operation for oil or gas
on lands committed to this Agreement are hereby expressly modified and
amended to the extent necessary to make the same conform to the provisions
hereof, but otherwise to remain in full force and effect, and the parties
hereto hereby consent that the Secretary and the Land Commissioner,
respectively, shall and by their approval hereof, or by the approval hereof
by their dAuly authorized representatives, doc hereby establish, alter, change
or revoke the drilling, producing, rental, minimum Royalty and Royalty
requirements of Federal and State leases committed hereto and the regulations
in respect thereto to conform said requirements to the provisions of this
Agreement.
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Without limiting the generality of the foregoing, all leases, subleases
and contracts are particularly modified in accordance with the following:

(a) The development and operation of lands subject to this Agreement
under the terms hereof shall be deemed full performance of all obligations
for development and operation with respect to each Tract subject to this
Agreement, regardless of whether there is any development of any Tract of the
Unit Area, notwithstanding anything to the contrary in any lease, operating
agreement or other contract by and between the parties hereto, or their
respective predecessors in interest, or any of them.

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

(c) Suspension of drilling or producing operations within the Unit Area
pursuant to direction or consent of the Land Commissioner and the A.0., or
their duly authorized representatives, shall be deemed to constitute such
suspension pursuant to such direction or consent as to each Tract within the
Unitized Area.

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

(e) Any lease embracing lands of the State of New Mexico which is made
subject to this Agreement shall continue in force beyond the term provided
therein as to the lands committed hereto until the termination hereof.

({f) Any lease embracing lands of the State of New Mexico having only
a portion of its land committed hereto shall be segregated as to that portion
committed and that not committed, and the terms of such lease shall apply
separately to such segregated portions commencing as of the Effective Date
hereof. Provided, however, that notwithstanding any of the provisions of
this Agreement to the contrary, such lease (including both segregated
portions) shall continue in full force and effect beyond the term provided
therein as to all lands embraced in such lease if o0il or gas is, or has
heretofore been discovered in paying quantities on some part of the lands
embraced in such lease committed to this Agreement or, so long as a portion
of the Unitized Substances produced from the Unit Area is, under the terms
of this Agreement, allocated to the portion of the lands covered by such
lease committed to this Agreement, or, at any time during the term hereof,
as to any lease that is then valid and subsisting and upon which the lessee
or the Unit Operator is then engaged in bona fide drilling, reworking, or
improved recovery operations on any part of the lands embraced in such lease,
then the same as to all lands embraced therein shall remain in full force and
effect so long as such operations are diligently prosecuted, and if they
result in the production of o0il or gas, said lease shall continue in full
force and effect as to all of the lands embraced therein, so long thereafter
as oil or gas in paying quantities is being produced from any portion of said
lands.

{g) The segregation of any Federal lease committed to this Agreement
is governed by the following provision in the forth paragraph of Section
17(j) of the Mineral Leasing Act, as amended by the Act of September 2, 1960
(74 Stat. 781-784): "Any (Federal) lease heretofore or hereafter committed
to any such (unit) plan embracing lands that are in part within and in part
outside of the area covered by any such plan shall be segregated into
separate leases as to the lands committed and the lands not committed as of
the effective date of unitization; provided, however, that any such lease as
to the nonunitized portion shall continue in force and effect for the term
thereof but for not less than two years from the date of such segregation and
so long thereafter as o0il or gas is produced in paying quantities."
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SECTION 23. COVENANTS RUN WITH LAND. The covenants herein shall bhe
construed to be covenants running with the land with respect to the interest
of the parties hereto and their successors in interest until this Agreement
terminates, and any grant, transfer or conveyance of interest in land or
leases subject hereto shall be and hereby is conditioned upon the assumption
of all privileges and obligations hereunder by the grantee, transferee or
other successor in interest. No assignment or transfer of any Working
Interest subject hereto shall be binding upon Unit Operator until the first
day of the calendar month after Unit Operator is furnished with the original,
or acceptable photostatic or certified copy, of the recorded instrument or
transfer; and no assignment or transfer of any Royalty Interest subject
hereto shall be binding upon the Working Interest Owner responsible therefor
until the first day of the calendar month after said Working Interest Owner
is furnished with the original, or acceptable photostatic or certified copy,
of the recorded instrument or transfer.

SECTION 24. EFFECTIVE DATE AND TERM. This Agreement shall become
binding upon each party who executes or ratifies it as of the date of
execution or ratification by such party and shall become effective on the
first day of the calendar month next following the approval of this Agreement
by the A.0., the Land Commissioner and the Commission.

If this Agreement does not become effective on or before

, it shall ipso facto expire on said date (hereinafter
called "Expiration Date") and thereafter be of no further force or effect,
unless prior thereto this Agreement has been executed or ratified by Working
Interest Owners owning a combined Participation of at least seventy five
percent ({75%); and at least seventy-five percent (75%) of such Working
Interest owners committed to this Agreement have decided to extend Expiration
Date for a period not to exceed one (1) year (hereinafter called "Extended
Expiration Date"). If Expiration Date is so extended and this Agreement does
not become effective on or before Extended Expiration Date, it shall ipso
facto expire on Extended Expiration Date and thereafter be of no further
force and effect.

Unit Operator shall file for record within thirty (30) days after the
Effective Date of this Agreement, in the office of the County Clerk of Eddy
County, New Mexico, where a counterpart of this Agreement has become
effective according to its terms and stating further the effective date.

The terms of this Agreement shall be for and during the time that
Unitized Substances are produced from the unitized land and so long
thereafter as drilling, reworking or other operations (including improved
recovery operations) are prosecuted thereon without cessation of more than
ninety (90) consecutive days unless sooner terminated as herein provided.

This Agreement may be terminated with the approval of the Land
Commissioner and the A.0. by Working Interest Owners owning eighty percent
(80%) of the Unit Participation then in effect whenever such Working Interest
Owners determine that Unit Operations are no longer profitable, or in the
interest of conservation. Upon approval, such termination shall be effective
as of the first day of the month after said Working Interest Owner's
determination. Notice of any such termination shall be filed by Unit
Operator in the Office of the County Clerk of Eddy County, New Mexico, within
thirty (30) days of the effective date of termination.

Upon termination of this Agreement, the parties hereto shall be governed
by the terms and provisions of the leases and contracts affecting the
separate Tracts just as if this Agreement has never been entered into.

Notwithstanding any other provision in the leases unitized under this
Agreement, Royalty Owners hereby grant Working Interest Owners a period of
six months after termination of this Agreement in which to salvage, sell,
distribute or otherwise dispose of the personal property and facilities used
in connection with Unit Operations.
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SECTION 25. RATE OF PROSPECTING, DEVELOPMENT AND PRODUCTION. All
production and the disposal thereof shall be in conformity with allocations
and quotas made or fixed by any duly authorized person or regulatory body
under any Federal or State statute. The A.0. is hereby vested with authority
to alter or modify from time to time, in his discretion, the rate of
prospecting and development and within the limits made or fixed by the
Division to alter or modify the quantity and rate of production under this
Agreement, such authority being hereby limited to alteration or modification
in the public interest, the purpose thereof and the public interest to be
served thereby to be stated in the order of alteration or modification;
provided, further, that no such alteration or modification shall be effective
as to any land of the State of New Mexico as to the rate of prospecting and
development in the absence of the specific written approval thereof by the
Land Commissioner and as to any lands in the State of New Mexico or
privately-owned lands subject to this Agreement or to the quantity and rate
of production from such lands in the absence of specific written approval
thereof by the Division.

Powers in this Section vested in the A.0. shall only be exercised after
notice to Unit Operator and opportunity for hearing to be held not less than
fifteen (15) days from notice, and thereafter subject to administrative
appeal before becoming final.

SECTION 26. NONDISCRIMINATION. Unit Operator in connection with the
performance of work under this Agreement relating to leases of the United
States, agrees to comply with all of the provisions of Section 202(1) to (7)
inclusive of Executive Order 11246, (30 F.R. 12319), which are hereby
incorporated by reference in this Agreement.

SECTION 27. APPEARANCES. Unit Qperator shall have the right to appear
for or on behalf of any interests affected hereby before the Land
Commissioner, the Department, and the Division, and to appeal from any order
issued under the rules and regulations of the Land Commissioner, the
Department or the Division, or to apply for relief from any of said rules and
regulations or in any proceedings relative to operations before the Land
Commissioner, the Department or the Division or any other legally constituted
authority; provided, however, that any other interested party shall also have
the right at his or its own expense to be heard in any such proceeding.

SECTION 28. NOTICES. All notices, demands, objections or statements
required hereunder to be given or rendered to the parties heretc shall be
deemed fully given if made in writing and persconally delivered to the party
or parties or sent by postpaid certified or registered mail, addressed to
such party or parties at their last known address set forth in connection
with the signatures hereto or to the ratification or consent hereof or to
such other address as any such party or parties may have furnished in writing
to the party sending the notice, demand or statement.

SECTION 29. NO WAIVER OF CERTAIN RIGHTS. Nothing in this Agreement
contained shall be construed as a Waiver by any party hereto of the right to
assert any legal or constitutional right or defense as to the validity or
invalidity of any law of the State wherein said Unitized Lands are located,
or regulations issued thereunder in any way affecting such party, or as a
waiver by any such party of any right beyond his or its authority to waive;
provided, however, each party hereto covenants that it will not resort to any
action to partition the unitized land or the Unit Equipment.

SECTION 30. EQUIPMENT AND FACILITIES NOT FIXTURES ATTACHED TO REALTY.
Each Working Interest Owner has heretofore placed and used on its Tract or
Tracts committed to this Agreement various well and lease equipment and other
property, eguipment and facilities. It is also recognized that additional
equipment and facilities may hereafter be placed and used upon the Unitized
Land as now or hereafter constituted. Therefore, for all purposes of this
Agreement, any such equipment shall be considered to be personal property and
not fixtures attached to realty. Accordingly, said well and lease equipment
and personal property is hereby severed from the mineral estates affected by
this Agreement, and it is agreed that any such equipment and personal
property shall be and remain personal property of the Working Interest Owners
for all purposes.
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SECTION 31. UNAVOIDABLE DELAY. All obligations under this Agreement
requiring the Unit Operator to commence or continue improved recovery
operations or to operate on or produce Unitized Substances from any of the
lands covered by this Agreement shall be suspended while, but only so long
as, the Unit Operator, despite the exercise of due care and diligence, is
prevented from complying with such obligations, in whole or in part, by
strikes, acts of God, Federal, State or municipal law or agency, unavoidable
accident, uncontrollable delays in transportation, inability to obtain
necessary materials or equipment in open market, or other matters beyond the
reasonable control of the Unit Operator whether similar to matters herein
enumerated or not.

SECTION 32. NONJOINDER AND SUBSEQUENT JOINDER. Joinder by any Royalty
Owner, at any time, must be accompanied by appropriate joinder of the
corresponding Working Interest Owner in order for the interest of such
Royalty Owner to be regarded as effectively committed. Joinder to this
Agreement by a Working interest Owner, at any time, must be accompanied by
appropriate joinder to the Unit Operating Agreement in order for such
interest to be regarded as effectively committed to this Agreement.

Any oil or gas interest in the Unitized Formations not committed heretoc
prior to submission of this Agreement to the Land Commissioner and the A.O.
for final approval may thereafter be committed hereto upon compliance with
the applicable provisions of this Section and of Section 14 (Tracts Qualified
for Participation) hereof, at any time up to the Effective Date hereof on
the same basis of Tract Participation as provided in Section 13, by the owner
or owners thereof subscribing, ratifying, or consenting in writing to this
Agreement and, if the interest is a Working Interest, by the owner of such
interest subscribing also to the Unit Operating Agreement.

It is understood and agreed, however, that from and after the Effective
Date hereof the right of subsequent joinder as provided in this Section shall
be subject to such requirements or approvals and on such basis as may be
agreed upon by Working Interest Owners owning not less than sixty-five
percent (65%) of the Unit Participation then in effect, and approved by the
Land Commissioner and A. O. Such subsequent joinder by a proposed Working
Interest Owner must be evidenced by his execution or ratification of this
Agreement and the Unit Operating Agreement and, where State or Federal land
is involved, such joinder must be approved by the Land Commissioner or A.O.
Such joinder by a proposed Royalty Owner must be evidenced by his execution,
ratification or consent of this Agreement and must be consented to in writing
by the Working Interest Owner responsible for the payment of any benefits
that may accrue hereunder in behalf of such proposed Royalty Owner. Except
as may be otherwise herein provided, subsequent joinder to this Agreement
shall be effective as of the first day of the month following the filing with
the Land Commissioner and A.0. of duly executed counterparts of any and all
documents necessary to establish effective commitment of any Tract or
interest to this Agreement, unless objection to such joinder by the Land
Commissioner or the A.0., is duly made sixty (60) days after such filing.

SECTION 33. COUNTERPARTS. This Agreement may be executed in any number
of counterparts, no one of which needs to be executed by all parties and may
be ratified or consented to by separate instrument in writing, specifically
referring hereto, and shall be binding upon all those parties who have
executed such a counterpart, ratification or consent hereto with the same
force and effect as if all parties had signed the same document, and
regardless of whether or not it is executed by all other parties owning or
claiming an interest in the 'land within the described Unit Area.
Furthermore, this Agreement shall extend to and be binding on the parties
hereto, their successors, heirs and assigns.

SECTION 34. JOINDER IN DUAL CAPACITY. Execution as herein provided by
any party as either a Working Interest Owner or a Royalty Owner shall commit
all interests owned or controlled by such party; provided, that if the party
is the owner of a Working Interest, he must also execute the Unit Operating
Agreement.
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SECTION 35. TAXES. Each party hereto shall, for its own account,
render and pay its share of any taxes levied against or measured by the
amount or value of the Unitized Substances produced from the unitized land;
provided, however, that if it is required or if it be determined that the
Unit Operator or the several Working Interest Owners must pay or advance said
taxes for the account of the parties hereto, it is hereby expressly agreed
that the parties so paying or advancing said taxes shall be reimbursed
therefor by the parties hereto, including Royalty Owners, who may be
responsible for the taxes on their respective allocated share of said
Unitized Substances. No taxes shall be charged to the United States or to
the State of New Mexico, nor to any lessor who has a contract with a lessee
which requires his lessee to pay such taxes.

SECTION 36. NO PARTNERSHIP. The duties, obligations and liabilities
of the parties hereto are intended to be several and not joint or collective.
This Agreement is not intended to create, and shall not be construed to
create, an association or trust, or to impose a partnership duty, obligation
or liability with regard to any one or more of the parties hereto. Each
party hereto shall be individually responsible for its own obligation as
herein provided.

SECTION 37. PRODUCTION AS OF THE EFFECTIVE DATE. Unit Operator shall
make a proper and timely gauge of all leases and other tanks within the Unit
Area in order to ascertain the amount of merchantable oil above the pipeline
connection, in such tanks as of 7:00 a.m. on the Effective Date hereof. All
such o0il which has then been produced in accordance with established
allowables shall be and remain the property of the Working Interest Owner
entitled thereto, the same as if the unit had not been formed; and the
responsible Working Interest Owner shall promptly remove said oil from the
unitized land. Any such 0il not so removed shall be sold by Unit Operator
for the account of such Working Interest Owners, subject to the payment of
all Royalty to Royalty Owners under the terms hereof. The o0il that is in
excess of the prior allowable of the wells from which it was produced shall
be regarded as Unitized Substances produced after Effective Date hereof.

If, as of the Effective Date hereof, any Tract is overproduced with
respect to the allowable of the wells on that Tract and the amount of over-
production has been sold or otherwise disposed of, such over-payment shall
be regarded as a part of the Unitized Substances produced after the Effective
Date hereof and shall be charged to such Tract as having been delivered to
the parties entitled to Unitized Substances allocated to such Tract.

SECTION 38. NO SHARING OF MARKET. This Agreement is not intended to
provide and shall not be construed to provide, directly or indirectly, for
any cooperative refining, joint sale or marketing of Unitized Substances.

SECTION 39. STATUTORY UNITIZATION. If and when Working Interest owners
owning at least seventy-five percent (75%) Unit Participation and Royalty
Owners owning at least seventy-five percent (75%) Royalty Interest have
become parties to this Agreement or have approved this Agreement in writing
and such Working Interest Owners have also become parties to the Unit
Operating Agreement, Unit Operator may make application to the Division for
statutory unitization of the uncommitted interests pursuant to the Statutory
Unitization Act (Chapter 65, Article 14, N.M.S. 1953 Annotated). If such
application is made and statutory unitization is approved by the Division,
then effective as of the date of the Division's order approving statutory
unitization, this Agreement and/or the Unit Operating Agreement shall
automatically be revised and/or amended in accordance with the following:

(1) Section 14 of this Agreement shall be revised by substituting for
the entire said section the following:

"SECTION 14. TRACTS QUALIFIED FOR PARTICIPATION. On and after the

Effective Date hereof, all Tracts within the Unit Area shall be entitled to
participation in the production of Unitized Substances."
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(2) Section 24 of this Agreement shall be revised by substituting for
the first three paragraphs of said section the following:

"SECTION 24. EFFECTIVE DATE AND TERM. This Agreement shall become
effective on the first day of the calendar month next following the effective
date of the Division's order approving statutory unitization upon the terms
and conditions of this Agreement, as amended (if any amendment is necessary)
to conform to the Division's order; approval of this Agreement, as so
amended, by the Land Commissioner; and the A.0. and the filing by Unit
Operator of this Agreement or notice thereof for record in the office of the
County Clerk of Eddy County, New Mexico. Unit Operator shall not file this
Agreement or notice thereof for record, and hence this Agreement shall not
become effective, unless within ninety (90) days after the date all other
prerequisites for effectiveness of this Agreement have been satisfied, such
filing is approved by Working Interest Owners owning a combined Unit
Participation of at least sixty-five percent (65%) as to all Tracts within
the Unit Area."

"Unit Operator shall, within thirty (30) days after the Effective
Date of this Agreement, file for record in the office of the County Clerk of
Eddy County, New Mexico, a certificate to the effect that this Agreement has
become effective in accordance with its terms, therein identifying the
Division's order approving statutory unitization and stating the Effective
Date."

(3) This Agreement and/or the Unit Operating Agreement shall be amended
in any and all respects necessary to conform to the Division's order
approving statutory unitization.

Any and all amendments of this Agreement and/or the Unit Operating
Agreement that are necessary to conform said agreements to the Division's
order approving statutory unitization shall be deemed to be hereby approved
in writing by the parties hereto without any necessity for further approval
by said parties, except as follows:

(a) If any amendment of this Agreement has the effect of reducing
any Royalty Owner's participation in the production of Unitized Substances,
such Royalty Owner shall not be deemed to have hereby approved the amended
agreement without the necessity of further approval in writing by said
Royalty Owner; and

(b) If any amendment of this Agreement and/or the Unit Operating
Agreement has the effect of reducing any Working Interest 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 approved the amended agreement without the
necessity of further approval in writing by said Working Interest Owner.

Executed as of the day and year first above written.

ATTEST: DEVON ENERGY CORPORATION (NEVADA)
By:

Steve Cromwell Marvin C. Lunde, Jr.

Assistant Secretary Vice-President
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STATE OF OKLAHOMA )
) ss.
COUNTY OF OKLAHOMA )

The foregoing instrument was acknowledged before me this day of
, 1989, by Marvin C. Lunde, Jr., as Vice~President of Devon
Energy Corporation (Nevada), on behalf of such corporation.

In witness whereof, I have set my hand and official seal.

Notary Public

My commission expires:
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EXHIBIT "B" to Etz State Unit Agreement dated , 1989
LEASE NO. & BASIC
RACT EXPIRATION ROYALTY & LESSEE OF OVERRIDE OR PRODUCTION WORKING INTEREST PARTICIPATION
0. DESCRIPTION ACRES DATE PERCENTAGE RECORD PAYMENT & PERCENTAGE OWNER - PERCENT FACTOR
Federal Lands - 80 N.M.2933 Schedule "A" Devon Collier Enterprises 1.00% Devon Ene .1390993
T17s, R30E, Sec. 17 H.B.P attached to this Energy Monica :onc”ud 3.125% nonvo-.n..uun
N/2 NE/4 Exhibit "p" Corporation Herman J. Ledbetter 3.125% (Mevada)
contains royalty
terms for this
01l and Gas Lease
T17S, R30E, Sec. 17 40 N.¥.074936 Schedule "A" Atlantic None Devon Energy .1015413
SE/4 NE/4 H.B.P. attached to this Richfield Corporation
Exhibit "B" Company (Nevada)
containg royalty
terms for this
0il and Gas Lease
State of New Mexico 160 B-936 12.50% Texaco, Teresa Johnson Testamentary Devon Energy 2189881
Lands - H.B.P. Inc. Trust U/W of Dora Johnson Corporation
T17S, R30E, Sec. 16 MBank Ft. Worth N.A. .00625% (Nevada)
E/2 SE/4, E/2 sW/4 City National Bank, Murray
Fasken, et al Co-Trustees U/W
of Alma Walsh Mallison
Acct. No. 99-1035-00 .01875%
T17S, R30E, Sec. 16 80 B-1483 12,50% Texaco, Teresa Johnson Testamentary Devon Energy . 1315560
W/2 SE/4 Inc. Trust U/ of Dora Johnson Corporation
MBank Ft. Worth N.A. .00625% (Nevada)
City Mational Bank, Murray
Fasken, et al Co-Trustees U/W
of Alma Walsh Mallison
Acct. No. 99-1035-00 .01875%
T17$, R30E, Sec. 16 80 B-2130 12.50% Texaco, Less than 14bbls p/day and Devon Energy .1319736 Tr.5
N/2 Wi/4 Inc. separately as to less than moqvonuﬁ»ou
I50m.c.f. gasp/day ___ Nevada)

The Estate of R. D. Colller .0Z7M37%

Wilma Donahue Moleen Trust .0068359%
The Estate of E.C. Donahue .0068359%

Fourteen to Twenty barrels p/day
and separately as to 750 to

The Estate of R. D. yw»ﬁ. .0410156%

Wilme Donahue Moleen Trust .0102539%
The Estate of E. C. Donahve .0102539%

More than 20 bbls p/day and

separately as to more than

1,000 m.c.f. gas p/day

The Estate of R. D. Collier .0546875%
Wilma Donahue Moleen Trust .0136719%
The Estate of E. C. Donahue .0136719%



LEASE NO. & BASIC

EXPIRATION ROYALTY & LESSEE OF oV

DESCRIPTION ACRES DATE PERCENTAGE RECORD wh%maﬂnmgg % % v:ﬁ%ﬁag
T17S, R30E, Sec. 16 40 B-2130 12.50% Texaco, Less than 14 bbls p/day and Devon Energy 0820605 TR SA
SE/4 NE/4 Inc. separately as to less than Corporation .2140341 Total

Cof (Wevada) RS & TRSA
Wilws Donahue Moleen Trust .0136718%
The Estate of E. C. Donabue .0136718%

14 to 20 bbls oil p/day and
and separately as to 750 to
c

iy Em%ulg .0205078%

The Estate of E. C. Donahue .0205076%

More than 20 bbls p/day and
separately as to more than

1,000 m.c.f. gas p/day

Wilma Donahue Moleen Trust .0273437%
The Estate of E. C. Donahue .0273437%

T17S, R30E, Sec. 16 80 B-8095 12.50% Texaco, Teresa Johnson Testamentary Devon Energy 0536000
S/2 W/4 Inc. Trust U/M of Dora Johnson Corporation
MBank Ft. Worth, N.A. .00625% (Nevada)

City National Bank, Murray
Fasken, et al Co-Trustees U/W
of Alma Walsh Mallison

Acct. No. 99-1035-00 .01875%

T17S, R30E, Sec. 16 40 B-22093 12.50% Texaco, Teresa Johnson Testamentary . Devon Energy .0499150

Wi/4 Su/4 Inc. Trust U/W of Dora Johnson Corporation
MBank Ft. Worth, N.A. .00625% (Nevada)

City National Bank, Murray
Fasken, et al Co-Trustees UM
of Aloa Walsh Mallison

Acct. No. 99-1035-00 .01875%

T17S, R30E, Sec. 16 40 VB-0071 18.75% Devon None Devon Energy .0912663
SW/4 NE/4 Energy Corporation
Corporation (Nevada)
(Nevada)
— o —
640 1.00000000
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Schedule "A" to Exhibit "B" to Etz State Unit Agreement dated , 1989.

Royalty on Tract 1

As to oil production, royalty on production removed or sold from Tract 1 lands is as follows:

When average oil production for the month in barrels per well per day is:

OVER NOT OVER PERCENT OF ROYALTY
0 50 12.50
50 60 13.00
60 70 14.00
70 80 15.00
80 90 16.00
90 110 17.00
110 130 18.00
130 150 19.00
150 200 20.00
200 250 21.00
250 300 22.00
300 350 23.00
350 400 24.00
400 25.00

As to natural gas or casinghead gasoline and liquid products obtained from gas, royalty on production removed or sold from Tract 1 lands
is 12.50% of the amount or value of the natural gas or casinghead gas and liquid products produced, said amount or value of liquid products
to be based on the net, after allowance for the cost of manufacture when average production of gas per well per day for the month does not
exceed 5,000,000 cubic feet, and 16.6667% of said amount or value when production of gas exceeds 5,000,000 cubic feet per well per day for
the month.
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1)

2)

3)

Schedule "A" to Exhibit "B" to Etz State Unit Agreement.

For all oil produced of 30° Baume or over:

On that portion of the average production per
12 1/2 percent

On that portion of the average production per
...16 2/3 percent

On that portion of the average production per
. .20 percent

On that portion of the average production per
.. 25 percent

On that portion of the average production per
33 1/3 percent

For all oil produced of less than 30° Baume:
On that portion of the average production per
12 1/2 percent

On that portion of the average production per
..14 2/7 percent

On that portion of the average production per
..16 2/3 per cent

On that portion of the average production per
..20 percent

On that portion of the average production per
25 per cent

well

well

well

well

well

well

well

well

well

well

Royalty on Tract 2

not exceeding 20 barrels per day for the calendar month..........ccociiieeiinneinnnn
of more than 20 barrels and not more than 50 barrels per day for the calendar month
of more than SO barrels and not more than 100 barrels per day for the calendar month
of more than 100 barrels and not more than 200 barrels per day for the calendar month

or more than 200 barrels per day for the calendar month ..........c. . ciiivioieiants

not exceeding 20 barrels per day for the calendar month ................c.cnevnno...
of more than 20 barrels and not more than 50 barrels per day for the calendar month
of more than S0 barrels and not more than 100 barrels per day for the calendar month
of more than 100 barrels and not more than 200 barrels per day for the calendar month

of more than 200 barrels per day for the calendar month ................cccvveeian.

Only wells which have a commercial production during at least part of the month shall be considered in ascertaining the average production above
provided for; and the Secretary of the Interior shall determine what are commercially productive wells under this provision.

On gas and casing-head gasoline:

On gas, whether same shall be gas from which the casing-head gasoline has been extracted or otherwise, 12 1/2 percent of the value thereof
in the field where produced where the average production per day for the calendar month from the land leased is less than 3,000,000 cubic
feet and 16 2/3 percent where the average daily production is 3,000,000 cubic feet or over.
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(Cont'd.)

Schedule "A" to Exhibit "B" to Etz State Unit Agreement.

Royalty on Tract 2

On casing-head gasoline, 16 2/3 per cent of the value of the casing-head gasoline extracted from the gas produced and sold, computed
on the basis provided for in the operating regulations.

The value in the field where produced, of gas and casing-head gasoline, for royalty purposes, unless such gas or casing-head gasoline

is disposed of under an approved sales contract or other method as provided in appropriate requlations of the Department of the
HaanMOH.

In cases where the gas produced and sold has a value both for casing-head gasoline content and as dry gas from which casing-head
gasoline has been extracted, then the royalties above provided shall be paid on both of such values.
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BIHIBIT °C* TO Btz State Unit
Agreement dated , 1989,
Tract Participation Formalas aed
Unitization Parameters for the Bti State Unit

NBT
CURRERT FET NET ACRE-FT TOTAL
1 OIL RATB 1 ACREB-FT % ACRE-FT 1 Loco 1 NET 1
LEASE ACRB§ TOTAL (BOPD)  TOTAL  NBTBI TOTAL PRENIBR TOTAL  HILLS TOTAL ACRB-FT TOTAL

ARARAARAREAARRKASRRARERRR RRSRAS RRARARA AXALARR2AR S2A382 S2RXA2020 ASARAE SASARREAS ABRARD AKKARRRAE RARAZA ARRRERANA RANMRA

COLLIER FEDERAL (TR.1) 80 12.5% 1738 &7% LI 15,31 1,453 2311 2,599  15.1% 5,170 16.7%

NcINTYRE *D* (TR. 2) 0 6.3% §.000 21.61 615  8.48 378 601 1,306 .68 2,197 .M
BTZ 8TATE (TR. 3) 160 25.0% 6.881 18.6% 1,749 23.9% 1,176 18.7% 3,992 23.11 6,917 22.4%
BTZ STATB "J" (TR, &) 80 11.5% 7.405  20.0% 768 10.5% 856 13.5% 1,669 10.8% 3,487 IL.0%
RANDAL 8TATE (TR. 5) 80 12,5% J.000  8.1% 913 1251 1,090 17.3% 2,552 148 4,555 14,81
RANDAL STATE (TR. 5A) 40 6,38 1.000 18,91 335 468 W0 .8 1,100 6.4% 1,676 5.3
BTZ STATB "A* (TR, 6) 40 6.3 1000  5.41 SELI P) 19 .8 988  5.70 1,612 5.2%
BTZ STATEB "B* (TR. 7) 0 6,38 p.000 o0.0% e 5.8 ne 591 L1622 61 1,926 6.1
ETZ STATR *C* (TR. 8) 80 12.5¢ 1o0e 297 1,035 1428 500 &8.0¢8 1,700 9.8% 3,236 10.5%

ARRARE AXAAAL RRAZARARAL 282882 RRARKRARE ARKRRR RRARBARKE EARARE RRAR22222 SAAARA SRRAKARAR RRARRA

640 100.0%  37.02¢ 100.0% 7,312 100.0% 6,297 100.0% 17,267 100.0% 30,876 100.0%

TRACT PARTICIPATION FORMULA

RRARR AR AR RARARARR AN AR R ASARRAAARNARRAR KRR AR AR AR AR RRARERRRARARARRRRARRERRAARKARARD

PARTICIPATION = 10% A/B + 203 C/D + 70% B/F

VHERB: A = TRACT SURFACE ACRBS
B = TOTAL URIT SURPACE ACRES
= TRACT CURRBNT CIL PRODUCTION (BOPD)
D = TOTAL UBIT OIL PRODUCTIOR (BOPD)
B = TRACT ACRB-FEBT OF UNITIZED FORMATION

P = TOTAL UBIT ACRB-FBET OF UNITIZED FORMATION
TRACT PARTICIPATION

ARARARASARAR AR RRARARAKARRARRARERARANRRARARRARARIRARRAR AL

LBASE . PARTICIPATION FACTOR
ARAAXAARRARRRARRRRRARAARARARAREARRARARADARRRAKAR2RARARARARLERERR
COLLIBR PBDERAL (TR.1) 0.13909928
McINTYRE *D" (TR. 2) 0.10154126
BTZ STATE (TR. 3) 0.21898808
BTZ STATB *J* (TR. &) 0.13155601
RANDAL STATE (TR. §) 0.13197361
RANDAL STATB (TR. 5A) 0.08206046
ETZ STATE *A" (TR. 6) 0.05359999
BTZ STATE “B* (TR. 7) 0.06991498
BTZ STATE *C* (TR. 8) 0.09126633

AfRRRRRERE

TOTAL. . . . 1.00000000



