IGASE 7262: UNION OIL COMPANY OF CALI- .
'FORNIA FOR APPROVAL OF THE BERRY STATE -uo
\UNIT AREA, LEA COUNTY, NEW MEXICO .
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) Unit Name BERRY STATE UNIT- EXPLORATORY
Operétor Union 0il Cowpavy of California
County “LEA
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.. T DATE T OCC CASE NO. 7262 EFFECTIVE TOTAL ‘ , SEGREGATION
e o ORDER Mo wesanh DATE ACREAGE _ _STATE __ FEDERAL INDIAN-FEE' __ CLAUSE _TERM |
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Unit Name _ Berry State Unit~ EXPLORATORY
Operatorx Union Oil Company of Californmia
County Lea
STATE LEASE INSTI- , : RATIFIED ACREAGE
~ TRACT NO, NO, TUTION ~SEC. TWP, RGE, SUBSECTION DATE ACRES NOT ,
: ' RATIFIZD LESSEE
i B-158-3 .  C.S. 18  21s  .34E Lots 1, 2, E/uW/4 8/3/81 156,87 Texaco, Ine.
2 L6679 ¢.s. 19 218 - 34E Lots 1, 2, 3, &, B/W/2 5/27/81 314 .44 Union 0il Company of
T . California
3 “L6-1239 c.s. 14 21s  33E W/i2e/2 9/1/81 160.00 Getty Oil Company-
4 16-1241 C.S. » 24 218 33E S§/28/2, s/2 7/10/81 480.60 Natomas North America,
. ‘ . “ ) . Inc.
5 T1S13% c.s. 18 215 34E Lots 3, &, B/25W/4 7/10/81 157.01 Amoco Productien Co.
6 . 16-3427 c.S. 13 21 33E All 5/27/81 640.00 Union 0il Company of
: - California
1 LG~3428 c.S. 24 218 33E N/2N/2 - 5/21/81 160.00 Union 0il Company of
' - California .
8 1G-3493 c.S. 14 218 33E E/2E]2 8/11/81 160.00 * The Superior 0il Co.
T
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Union Oil and Gas Division: Central Region

Union Oil Company of California

' T v A TN L 500 North Marienfeld, Midland, Texas 79701
] -~ (aﬁ?:‘:_il\\- Fagsy P.O. Box 671, Midland, Texas 79702
! s Telephone (915) 682-9731

i Dl

AU 30 1982
. . \ ——— .
el unI®n
: : GE ‘ |
N ' ! )
A
K j ; Robert V. Lockhart . August 25. 1982
"‘ : District Land Manager ’
.- ) A Midland District
N ‘
01l Conservation Division 7 2_ é } B
Energy & Minerals Division P
P.0. Box 2088 c
; Sahta Fe, New Mexico —
3 i .
o % Attn: Mr. Joe Ramey,
5 ! v : Director
Gentlemen:
: Berry State Unit
: ) Order R~6706
5 ) Lea County, New Mexico

Please find enclosed a copy of a letter from the Commissioner of Public
Lands officially terminating the Berry State Unit effective 5-27-82.
Please note your records accordingly,

5

Sincerely,

UNION‘OIL COMPANY»OF CALIFORNIA

s

'/
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Linda H. Hicks
Landman

LHH:dh

Enclosure
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Commlss{oner o{ Bzuic Lancls

ALEX J. ARMIJO ; P. O. 80X 1148

COMMISSIONER . June 4, 1982 SANTA FE, NEW MEXICO 3788
87504-11438

Union 0il Company of California
P. O, Box 671 »
Midland, Texas 79701 Re: Berry State Unit

Lea County, New Mexxco
Termination .

at ”
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ATTENTION: Linda H. Hicks
Gentlemen: - -

The Berry State Unit, Lea County, New Mexico, was approved effective
as of September 10, 1981. The term of such agreement is contingent upon
the unit operator dr1111ng one well at a time, allowing not more than six
months time between the completion c. one well and the begxnn1ng of the’
next, until a well capable of produc1ng unitized substances in paying
quantities is completed : .

-Qur records show that no further drilling has occurred within the
boundaries of the Berry State Unit after the Initial test well was plugged
and abandoned on November 27, 1981. Inasmuch as you have not begun drilling
2 second well within the requ1reﬂ six month period the Berry State Unit
Agreement has this date been terminated effective May 27, 1982,

Please advise all interested parties of this action.
Very truly yours,

ALEX J. ARMIJO
COMMISSIONER OF PUBLIC LANDS

BY: -} 74 ﬂ““‘/\’

FLCYD O. DO, Assistant Director
0il and Gas Division
AC 505/827-2748

AJA/FOP/pm e
cc: '0Ch-Santa Fe, New Mexico
Administration

: &%ﬁ% 5 -8~ §3




»
Pt A e

URORRERPIRVICN S

e AR T

Commissioner of Riblic Lands

ALEX J. ARMIJO _ ?. 0. 80X ilg
COMMISSIONER - June 4, 1982 . SANTA ZE, NEW MEXICO XS0l
- 87504—-1148
Union 0il Company of California
P. 0. Box 671 .
¥idland, Texas 79701 Re: Berry State Unit ‘ i;L-
: . Lea County, New Mexico 6:)
- Termination //7 ;}\ ‘///,/
ATTENTION: Linda H. Hicks y

Gentlemen: k N

The Berry State Unit, Lea County, New Mexico, was approved effectlve
- as of September 10, 1981..The term of such agreement is contingent upon.
the unit operator drilling one well at a time, allowing not more than six
months. time between the completion of one well and the beglnning of the
next, unt11 a well capable of producing unitized substances in paying
quant1t1es is completed. )
Our records show that no further drilling has occurred within the
‘boundaries of the Berry: Stdte Unit after the Initial test well was plugged
and abandoned on November 27, 1981. Inasmuch as you have nct begun drilling
a second well within the requ1red six month period the Berry State Unit
. Agreement has this date been terminated effective May 27, 1982:

‘Please advise all interested parties of this action.
Very truly yours;

ALEX J. -ARMIJO
COMMISSIONER COF PUBLIC LANDS

BY:

FLOYD O. PRANDO, Assistant Dlrector
0il and Gas D1v1510n

AC 505/827-2748

AJA/FOP/pm , ,
~e 0en= anrn Fe . New Mexico:

- T x5

Adm1nlstrat1on




Rebert V. Lockhart
L H District Land Manager
! Midiand District

Ak,
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Gentlemen:

:
s
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$
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e

enced Order.

LHH/s
Enclosures

Please find enclosed an exe
was approved by the Commiss
enclosed is a complete set o
and Unit Operating Agreement
Owner in the Unit Arex,

Should you have any questions,

Union Oil and Gas Division: Central Region

Union Oil Company of California

- 500 North Marienfeld, Midland, Texas 79701

P.O. Box 671, Midiand, Te
Telephone (915) 682-9731 11}

@ 7 ,!,jﬂlk SEP 18 198y M

OiL CONSERVATION DIVISION

September'IS, 1981

0il Conservation Division
Energy and Minerals Division
P.0. Box 2088 o
Santa Fe, New Mexico 87501

Attention: Mr. Joe Ramey, Director

Berry State Unit i
&

Lase No. 7262
Order R-6706 .
Lea County, New Mexfco

cuted copy of the Berry State Unit Agreement which
oner of Public Lands on September 10, 1981. Also
f Ratifications to the Berry State Unit Agreement
evidencing approvial of same by every Working Interest

or require further information, please advige.

Sincerely yours,

UNION OIL COMPANY OF CALIFORNIA
ot A
Linda H. Hicks

' Landman
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UNTT AGREEMENT ﬂ'_/ o i j ﬁ

FOR THE DEVELOPMENT AND OPERATION SEP 18 qag,
OF THE —
BERRY STATE _uwar Ak Ot W“buwmm biv
LEA COUNTY, MEXICO
N,
THIS AGREEMENT, entered into as of the _27th _ day of May ,

15 81 81, by and between the parties subscnb:.ng, ratifying or consmt.ing hereto,

andheremrefen:edtoasthe "parties hereto";
WEDII-SSEJH: ,
vms,thepartmshe.reboaretheamersofmr)mg myalty,or
othero;landgasmterestsmthemutareasubaecttoth:sagrea'ent,and
ms,theCmnnssmerofPubthandsofmeStateofNewmadco
isai:tho::i.zedbvanAé"ofﬂereqisl'amre (Sec. 3, Chap. 88, Laws 1943) as

amzndedby Dec. 1 of Chapter 162, Laws of 1951 (Chap. 19, art. 10, Sec. 45,

'N.M.Stzule?SAnmt),tomenttoaIﬁappmveﬁxedevelomtcropu—

ation of State Iands under agreements made by lessees of State lamd joinﬂy'or '

~ severally with dl:her“leséees where suc.h agreenments provide for the unit opera-

tion or development of part of or all of any oil or gas pool, field, or area;

| WEEREAS, the Commmissiomer of Public Lands of the State of New Mexich
is authorized by an Act of the'Iegislature (Sec. 1, Chep. 162), (Laws of 1951,
Chap. 19, Art. 10, Sec. 47, N. M. Statutes 1978 Annotated) to amend with the
approval of lessee, evidenced by the lessee's execution of such agresment or
OW, any 0il and ges lease embracing State Lands so that the length of
the term of s;id lease mey coincide with the term of such agreements for the
unit operation and develcpment of part or all of any oil or gas pool, field,
or area; and

. WEEEEAS, the Oil Conservation Division of the Energy and Minerals

pegartment of the State of New Mexico (hereinafter referred to as the "Divi-

sica™) is aut_‘fp"’ized by an Act of the Legislature {(Chap. 72, laws 1935, as
a:'enced, being Section 70-2- -1, et seg., New Mexico Statutes Annotated, 1878
Cami __1 tion) to approve this agreement and the conservation provisions here-

cf; e



WHEREAS, the parties hereto hold sufficient interests in the | BERRY STATE

Unit Area covering the land hereinafter- described to give reasonably effective
cont.rol of operations tharem, and
WHEREAS, it is the purpose of the parties hereto to conserve natural

resources, prevent waste and secure other benefits cbtainable through develop-

ment and operation of the area subject to this agreement undexr the texms, ocon-
diticons and limititions herein set forth. |

NOW, THEREFORE, in consideration of the premises and the promises
herein contained, the parties hereto comit to thJ.s agreenent their respective
interests in thebelw def:.ned wmit area, and agree severally among themselves
as follows: <o i T.- T

1 INITAREA ﬂ'xefollos«rmgdescnbedlandasherebydeszgmted
a.ndrecognizeaasconst:.b:tmgthemtarea

Township 21 S:mth, Range 33 East, N.M.P.M,
e-..-_-fm 132

- Section 14: E;/Z
Section 24: Al

Township 21 South, Range 34 East, N.M.P.M.
Section 18: 1lots 1, 2, 3, &, E/2 /2
Section 19: I.ats l, 2, 3, 4, E/2 W/2

.'cmrtauung 2,228, 320 acres, more or less,
Lea Gmmty New Mexico. - i

Bdhibit "A"attacmaheremlsauépstmhgmmit.amaandme

‘bomdaxiesandidartityoftracbsarﬁleasesinsaidareato'ﬂmeex;entm

to the unit operator. Eodﬁbit"‘B'_‘ attached hereto is a schedule showing to
thee.xtent known to the unit operator the acreage, percentage and kind 6f own-
ership of oil and gas interests in all lands in the unit area. However,

nothing herein or in said schedule or map shall be construed as a representa-

tion by any party hereto as to the ownership of any interest other than such
interest or interests as are shown on said rap or schedule as owned by such
party. Exhibits "a" and "B" shall be revised by the unit operator whenever

changes in Ownership in the unit area render such revisions necessary or when

.requested by the Commissioner of Public Lands, hereinafter referred to as

"Comu.ss:.oﬂer", or tbe 0il Conservation Div:.szon, hereinafter referred to as
"Division”.
o All land cormitied to this agreement shall co'ust.xtt.t. land referred

to herein as "imitized land” or "land subject to this agreement”.
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2. UNITIZED SUBSTANCES: All oil, gas, natural gasoline, and
associated fluid hydrocarbons in any and all formations of the unitized land

are wnitized under the temms of this agreement and herein are called "unitized

. substances".

3. uar O?ERA'IOR. UNION OIL COMPANY OF CALIFORNIA, whose address

is P. 0, Box 3100, Midland, Texas 79702, is hereby designated as unit operator

and by signature hereto commits to this agreement all interest in unitized sub~

4 staxnesv&ste&initassetforminﬁb&ﬁbit "B", and agrees and consents to

accept the duties and cbhgata.ons of unit operator for the d:.scove.ty, develop-
mentandprodmtlmo;mtxzeasubst.ancesashexemmv:ded Whenever
reference:snadeheremtoﬂ:emu*operator,smhxeferewenemﬁt}emit
operatoracmgmthatcapam.tyarﬁmtasanmmerofmterestsmmmed
substames,andthetem“mﬁungmterestomer vmenusedherein,sha.llm-
cltﬁeorrefertqmltoperaborastbeqme.rof_avp:kmg;nte.restvmgnsuch_

ettt | =
tSIeSe 45 w.uc:u. oy .I.I.._1 -

4. RESIGWATION OR RENDVAL OF UNTT CPERATOR: Unit operator shall

have the right to resign at-an'y time but such res;gnat:.on shall notbeccme
effecl:i.vé until a Mr unit operator has been selected and apprcvediﬁ,,,

themannerpmdﬁﬁormSecta.onSofﬂusagreenmt. 'meres:Lgnat:.onof

themtcpezatorsha]lwtreleasethem+ operator from any liability or
any default by it hereunder occwring prior to the effective date of its

v

resignatien. _ |
Unit operator may, upon default or failure in the performance of
its dutles or cbligations hereurder, be subject to removal by the same per- .

Lcaxtagevoteofﬂ;emrsofwérkjngintexestsdetendnedinlﬂenmmeras

pmddedfortheselectimofanavmitopezatof. Such removal shall be -

‘effective updn notice thereof to the Camnissioner and the Division.

The resignation or removal of the unit operator under this agree~
rent shall not terminate his right, title or interest as the owner of a work-
ing interest or other interest in unitized substances, but upon the resigna-

rion or removel of wnit operator becoming effective, such unit operator shall

' @aliver possession of all eguipment, materizls, and appurterances used in

ccnc‘:u:,ti::g the wnit operations and owned by the working interest owners to

the new &y cuzlified successor unit operator, or to the owners thereof if
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no such new unit operator is elected, to be used for the purpose of conducting
unit operations herewnder. Nothing herein shall be construed as authorizing
reroval of any material, equipment and appurtenances needed for the preserva-
tion of wells. ‘

5. SUCCESSOR UNIT OPERATOR: ‘VWhenever the unit operator shall resigxi

as unit operator or shall be removed as hézeiiﬁbdve pzi:vided, the owners of the
working interests according to their respectlve acreage interests in all unitized

land shall by a najonty wte select a successor wnit operator; provided that, if

a Irajorn.ty brut lass than seventy-five percent (75%) of the working interests

quahﬁedtowtelsmmedbyonepartytoﬂusagreemnt,aconmmgvcteof

sufflca.errt addltionalpemes, soastoconstlmtemﬂ'xeaggmgatemtlessthan a

; seventy-f:.ve pexrcent (75%) of the total work:n.ng mterests, shall be reqm.red to

select a new ope:ca‘aor. Such select:n.on shall not beccne effective until {(a) a

. mtoperatorsoselectedshall :_.riw.u.ungmeduta.esandresponsxbmtles

ofm:.tope.mtor, and {b) ﬂaeselectlmshallhavebeenapprovedbyﬂ;emms

“s:.one:r: Ifnosch&ssortmltcperaborlsselectedandquahﬁedasherem

prov:.ded theoznm..asmerathn.s electlm,mthmta.cett:thehnsmn,my |
dec.larethnsmutagree:mttamnnated

6. ACCOWNTING PROVISINS: The unit operator shall pay in the first
instance all costs and expenses incurred in conducting wnit operations heremnder,
and such costs and expenses and the working interest benefits accruing hereundex 3
shall be apportioned among the ‘owners of the wnitized working interests in

ccordance with an operating agreement entered x.nto by and between the unit
operator an@ the owners of suwch interests, whether one or more, separately or
c.ollectively. "Any agreement or agreements entered into between the workmg
iriterest amers and the wmit operator as provided in this section, whether one
or more, are herein referred to as the "Operating Z-;Qreenent". 1o such agreenznt
shall be deemed either to modify any of the terms and conditions of this wnit

ag:reenent or to relieve the wmit cperator-of any right or obiigation establisned

mder this unit agreement and in case of any inconsistencies or conflict between

th.'LS mit ac*eement and the operatmg agreement, this it agresment sqall pre~-
vail.

9.  RIGHTS AND OBLIGATIONS OF INIT OPERATOR: Except as otherwise

specifically provided herein, the exclusive right, privilege and duty of exex-

cising any and all rights of the parties hereto which ave necessary or converlent

BN



for prospecting for, producing, storing, allocating and distributing the wmitized

~substances are hereby delegated to and 'shall be exercztsed by the wnit operator as

herein provided. Acceptable evidence of title to said rights shall be deposited-
w1th said unit operator and, together with this agreemsnt, shall constitute and
define the rights, priv:ilgges ard oblig;tions of unit operator.. Not.hiﬁg herein,
however, shall be construed to transfer title to-any 1and or to any lease or oper-
ating agreement, it being understood that wnder this agreement the wnit operator,

in its @p’acity as wnit ope;rator shall exercise the rights of possession and use

vested in the parties hereto only for the purposes herein spe"n.fled.

8. DRILLING TO DISCOVERY: The wnit operator shall, within s:txty {(60)

days after the effective date of this agreement, commence cperations upon an
adequate test well for oil and gas upon some part of the lands enbraced within
the wnit area and shall drill said well with due diligence to a depth sufficient
totestthebbnwfon'nation.ortosmhadepthasmitiZedsdbstanoesshaube

s . . . . . L]
discovered in paying guantities at a lesser depth or mtd hall, in the omine

.
Titad 1T (=28 =S -5 wpr—ee

_ioh of unit opexatof, be determined that the further drilling of saidxéen shall

be mxwax:ranted or mpract:.cable, provided, however, that it operator shalJ not,

manyevmt,beragmredtodn.llsaldwelltoadepﬂlmemessofu 300feet.

Until a d:.scove.ry of a éeposit of wnitized substances capable of being produced

in paying quantities (to-wit: quantities sufficient to repay the costs of arill-
ing and producing operations with a reascnable profit) unit operator shall
‘continue drilling diligently, cne well at a time, allowing not more than six
ronths between the completion of one well and the beginning of the next well,

until a well capable of producing unitize3d substances in paying quantities is

" completed to the satisfaction of the Commissioner or wntil it is reasonably proven

to the satisfaction of the wnit o;_aerator that the unitized land is incapable of
producing wnitized substances in paying quantities in the formation drilled here-
under. ' .

| any well commenced prior to the effective éate of this agreement \on

‘the it arez and c:nllai to the Gepth prov:.cea herein for the m-.x....z.u‘i of &an

' initial test well snall be cnnszdered as cmolv.mg with the drilling recuirements

Rereof with respect to the initial well. Tae Commissioner rmay modify the érill-
inc reguirements of this section by granting reasonazble extensions of tire when

in his opinion such action is warranted. Uson failure to comply with the érill-

ing provisions of this article the Commissioner e, after reasonzdle notice to
=me it operator and each working interest owner, lesses and lessor at ihelir
-5



last known addresses, declare this unit agreement terminated, and all rights,
privileges and obligations granted and assumed by this unit agreement shall
cease and terminate as of swch date.‘

9. . ORLIGATIONS OF UNIT OPERATOR AFTER DISOOVERY OF UNXTIZED SUBSTENCES:

Should wnitized substances in paying quantities be discovered upon the
unit area, the unit operatprshal.lonorbeﬁdre six months from the time of the
completion of the initial discovery well and within thirty days after the expira-
tion of each twelve months penod thereafter, file a report with the Commissicner
and Division of the status of the developmént of the unit area and the development
contenplated for the fol.v.ow:mg tvelve months period. | ‘ /

oIt is mde.rstood that one of the na:m cms:.deratlons for the approval of
th:.s agreement by the Ommn.ssz.oner of Public Lands is to secure the orderly develop-
ment of the mlt:.zed la.nds in accordance with good conse.rvatmn practices so as to
obtamthegreat&etulta.naterecovexyofmﬂzedsubstances |

After discovery of unitized bm.stances in paying guantities, umit cpex-

- ator sha.].lproceedw;th d:.llgenceto reasonably devalopthexmlt:.zedaxeaasa
reasanably prudent operator would develop such area under the same or snm.lar
ciraumstances.

If the unit operator should fail to-comply with the above covenant for
reascnable development this agreement may be terminated by the Commissioner as to -
‘a1l lands of the State of New Mexico embracing undeveloped regular well spacing
orA proration wnits, but in such event the basis of participation by the working
:Lnterest-omers shall remain the same as if this agreement had. not been terminated

to such lands; provided, however, the Omrmissionér shall give motice to the wnit
operator and the lessees of record (in the manner prescribed by Sec. 19~10-20 N.‘M.
" Statutes 1978 Annotated) §f intention to cancel on accoimt of any alleged breach of
sald covenant for reasonzble development and any dec:.s:.on entered therewmder snall
bz subject to appeal (in the manner prescribed by Sec. 19-10-23 N.M. Statutes 19‘78
Emotated) and, provided further, in any event the unit operator shall be given a
re;:sovxable opport\nity after a final determinatioh within wifich to re nedy any
dafault, fziling in vhich this acreement shall be’ terrmnateo as to all lands of the
State of New Mexico embracing undeveloped regular well spacing or proration writs.

Kotwithstanding any of the provisions of this Agreement to the contrary,
all .rc;v—;-lcnec reqular well spacing or prorztion unit tracts within the wit
omizries erbracing lands of the State of New Mexico éhall be autcmetically elim-

ivzeed from $his Agresment and shall no loncer be a part of the wnit or be further

-6~




subject to the terms of this Agreement unless at the expiration of five years
after the first day of the month follov}ing the effective date of this Agreement
diligent drilling operations are in progress on said tracts.

10. PARTICTIPATION AFTER DISCOV Upon conpletion of a well capable

of producing unitized substances in payjng'quanuues, the owners of working
interests shall participate in the production therefrom and in all other produc-
ing wells which may be drilled pursusnt hereto in the proportions that their
respective leasehold interests 6overed hereby on an acreage basis bears to the _
totalnmberof acres committed to this 1m.1t agreenent, andsmhurutxzedsub— .
stances shallbedeeedtchavebeenprodmedfrcmtherespectlveleasehold - |
interests part:.c;.patmg therea.n For the puxpose of aete.rmmng any benef:.ts
accruing under this agreement and the dJ.stnbutlon of the royaltles payable to
the State of NewMexa.co and other lessors, eac.h separate lease shall have allo-
catedto it suchpercentageof sa:.dpxoductmnasthemnnoerof acres:.neach
leaserespectlvely comttedtotlu.s agree:mtbearstotlxetota.lnmberof ‘

, Ncmthsta.ndmganyprov:.sms contamedheremtothe contrary, each
working :mterest wner shall have the right to take such mner's proportionate
shareofthemtzzedsubstancesm}undortopersmauysellordlsposeof
the szme, and nothing herein contained shall be construed as giving or granting
to the unit operator the right to sell or otherwise dispose of the proporticn-
ai-ie share of any working interest owner without specific authorization from time
to time so to do.

11. ALLOCATION OF PRODUCTION: All unitized substances produced from

each tract in the umta.zed area established under ‘this agreement, except any
part thereof uséd for production or developirent purposes hereunder, or unavoid-
ably lost, shall be deemed to be produced equally on an acreage basis from the
several tracts of the unitized lénd, ‘and for the purpose of determining any
benefits that accrue on an acreage basis, each such tract shall have allocated
to it such percentage of said production as its area bears to the entire unitized

area. It is hereby agreed that croduction of unitized substances from the wnit-

‘52e@ area shall be allocated as provided herein, regardless of whether any wells

are drilled on any particular tracts of said unitized area.

12, PaYVEXT OF REvTRLS, ROYZLTIES AND OVERVIDING ROVAZLUTIES:

A1l rentals éue the State of New Mexico shall be paid by the respective

leasz ovmers in accordance with the terms of their leases. : .
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1] royalties due to the State of Kew Mexico wnder the tems of the
leases m"m tted to this acrezment shall be conputea and paid on the basis of
211 wnitized substances allocated to the respective leases committed hereto;
providad, however, the State shall be entitled to take in kind its share of

the witized substances allocated to the respective leases, and in such case

the it operator .shall meke deliveries of such royalty oil in accordance with

the texms of the respective leases.

A1l rentals, if any, due under any leases embracing lands other than

'theStateofI\ewMemco, sha.]lbepan.dtythﬂrapecuve leaseomersmaccord——

ancewzthdnete.msofthmxleasesandallmyaltlesduemderthetemsofany

. sudnleasesshallbepa_donthebasnso*allmtuedsubstances allocartedto
"l:he respectlveleases ccm:u.ttedhe.reto S

themtcxpemtor mt:o&nesgasobtamedfmmsources ctherﬂxanﬂme
unitized substances into any producing formation for the purpose of reuressm.ng,

_ st.mn.lztmg or measmg the ultimate reoovery of mut:Lzed sv.:J:Js;tanc_u== th.a.s.u.um,

o=

a like tor gas, 1.fzva.11able, mthdueal.avance a.or 1oss or deplemonfrom
anycaisemybent}nramfrmtbefomatmnmtowhlduthegaswasurtmduced
myaltyfreeastooxygasbutnotastothepmductsextractedﬂ&ereﬁmm pro~ -
v:.wd, that sr:hmthc‘:rawalsnallbeats\mhtlmeasmybeprovxdedmaplanof
onerat:mc:nsentedtobythed:mmssmermdappmvedbythemwsmasm
forning to good pa:oleu:n engineering practice; and provided further that such
rigtt of withdrawel shall terminate on the termination of this unit agreement.
If any lezse committed hereto is burdened with an overriding royalty, -
paynenit out of production or other charge in addition to the usual royalty, 4
mr‘ofeadnsmhleaseshallbearandassmnethesamomzc‘tnewutmeasub-

: stanc&s allocated to the lands enbraced in each such lease as provided hexe:.n

13,  LEASES ED CaTRALCTS COFORYED AND EDE’ENDH) INSOFAR AS THEY APP'LY

TO 12505 WITEIN TES UGITIZED 27E2: Tae terms, conaitions and provisions of all

lezses, subleases, operating acreswents and other contracts relating to the explor-

ation, drilling, dsvelozment or operation for oil or gas of the lands committed wo

‘this acreecent si2ll, as of the effective date hgreof, be and the same are hereby

espressly rodified and amendsd insofar as they apply to lands within the wnitized

area o the extent necessary to rexe the same conform to the provisions hereof and

d

so thzi the respective terms of szid leases and agreements will be extended ineo-
far zs necessarv O ooincide with the term of this agresment and the zpproval of
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this agreement by the Cormissioner and the respective lessors and lessees shall be
effective to conform the Proy sions. and extend the terms of each such lease as to
lands within the unitized area to the provisions and temms of this agreement; but
otherwise to remain in full force and effect. Each lease committed to this agree~
ment, insofar as it applies to lands within the unitized area, ;shall continue in
force beyond the term provided therein as long as this agreement remains in effect,
provided drilling operations upon the initial test well provided for herein shall

N havebeenmmmx:edorsa’idvéll_isintheprocessofbeingdrilledbythe\mit

operator prior to-the expiration of the shortest texm lease comitted to thJ.S
agreement. Termination of this agreelrentshall not affect any lease which pursuant
o the texms amexeof 'dc any appﬁcable laws would continue in full force and effect
thereafter 'me ccnrmucenent, capletion, continued operation or: produc'c:.cm on
each of the 1easehold mterests cczrm:.tted to this agreement and operations or pro- .
&Jctlmp\msumtmﬂnsag:emtﬂuallbedemdtobeopemumsupmandpmdm-
tion from each leasehold :mterest committed hereto and there shall be no cbligation -

_mthepartofthemltoperatororaryofthewnersofthexespectlveleasehold

mterestscommtted}eretctodnnoffsetstowellsasbetwmtheleaselnld

mterestscommttedtothlsag:eamt, meptaspmv:dedeectlon9hereof.
Any lease enbracing lands of the State of New Mexico of which only a

pordoniscomdttedhemtbshanbesegmgatedastothepomonwmmttedand

as to the portion not committed and the terms of such leases shall apply separately

as two separate lezses as to such segregated portions, comEnqing as of the effec-

tive date hereof. ﬁbtwithstanding any of the provisions of th.xs agreé:rent to the
contrary, a:;y lease embracing lands of the State of New Mexico having only a
portion of its lands cormitted hereto shall continue in full force and effect
beyond the term prowded therein as to all lands embraced within the unitized area
and committed to this aéreesrent, in accordance with the texms of this égreerrent.

If 0il 2nd gas, or either of them, are discovered and are being prodvced in paying

- quantities from same part of the lands emtraced in such lease whichkpart is com-
mittdd to this acreerent at the exp:.ratlon of the secondary term of such lease,

| such production shall not be considered as product.lon from 1anas exrbraced J.n such

lezse which are not within the.unitized area, and which are not co'mu ted thoreuo
and érilling or re»ork:l.ng operations upon some part of the lards embraced within

the \mitized arez and committed to this agreement shall be considered as drilling
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and reworking operations only as to lands embraced within the mit.agreemr.xt andh not “
as to lands embraced within the lease and not committed to this imit agreement; pro-

vidéd, however, as to any lease enbracing lands of the State of New Mexico having

only a portion of its lands committed hereto upon which il and gas, or either of

them, has been discovered is discovered upon that portion of such lands not committed

to. this a@eeme:nt; and are being produced in paying quantities prior to the expira-

J . tion of the primary texm of such lease, such production in paying quantities shall
serve to continue such lease in full force and effect in accordance with its texrms
~as to all of the lands embraced in said lease.

SO ‘ 14. - CCXSERVATICN.. Operations hereunder and pmduct:.m of wnitized -

substances sha:ll be conductedto prova.de for the most ecommcal and efficient
"recovery of sa:.d substanc& mtlwutwaste, as defmedby or pursuant to State laws
or reg\ﬂ.atmns .. | : | ‘

1s. DRA]NA@- * In the event a we]l br wells producing oil or gas in
paymg quant:.u&s should be bmught in on .Land adjacent to the umt area dranung
mltxzedsubstames ﬁmthelandsenbracedtherem, mtoperatorshall dnll

such offsetwell or wells as axeasonablyprudent ope.ratorwoulddn.ll mxderthe

! ‘sa:uaarsz.mlarmmmstances

 16. COVENTS RN WITH LAND: The covenants herein shall be construed
to be covenants rmmingwithﬁielandwithréspecttouxeintergsts'of the parties .
heréto ard their successé:;s in interest until this agree:rent‘tenrdnates, and any
| I grant, transfer or conveya‘nce of mterest in land or leasgs subject hereto shall

be and hereby is conditioned upon the assumption of all privileges and obligations

hereunder to the grantee, tyansferee or other successor in interest. No assign- '
ment or transfer of any working, royalty, ox other interest subject hereto shall
i . be binding upcn Wit cperator until the first day of the calendar month after the
u;'xit operator is furnished with the original, photostatic, or certified cc;py of
the instrument of transfer.

17. EFFECTIVE DATE AND TERM: This agreement shall become effective

o ‘2oprovel by the Qommissioner and the Division and shall terminate in two

| years after such date unless (a) such date of expiration is extended by the
Comissioner, or (b) a valuable discovery of unitized substances has been iade
£p on whitized land during said initial temm or any extension thereof in which case
| this &reevent shall remain in effect so long as unitized substances are being

gy - croduced in pay"ing cuantities from the wnitized land and, showld production cease,




so long thereafter as diligent operations are in progress for the restoration of
production or discovery of. new production and so long ~t:.hereaft:e:: as the unitized
substances so discovered are being produced as aforesaid. This agreement may be
. terminated at any time by not less than seventy-five percent (758) on an acreage
basis of the owners of the working intemeste, signatory hereto, .wit'h the approval
of the Commissioner and with netice ta Divisipn;" Likewise, the failure to comply
With the arilling requirements of Section 8 hereof, may:subject this agreement to

tennination as provided in said section.

O Bt i AR 319 PV i bt St

18. RATE OF PRODUCTION: All production and the disposal thereof shall

e be in conformity with allozaticns, allotments, and quotas made or fixed by the
A ,G:xmussmn, and:.ncon:ﬁomtymthallapphcable laws and lawfulreguJatJons

: A
‘J_..‘u'rv..,‘_,.._..q. [PARHIFEEY R
HEN LR

-

19.1 APPEARANC:ES “Tnit Operator sha.'Ll, after notice to other parties
| affected, havethenghttoappearforandonbehalfofanyandanulterests

S

affected he.reby before the Gmnnssmer of Public Lands and the D:.v:.s:.on, and
, | to appeal from orders issued unde.r the zegulatlcns of the Commissioner or Divi-

_sion, or to apply for xe.hef fmn am of said regulations or in any proceedings
cnltsombehalfrelat;vebocperata.onspendangbeforethe Oomm.ss:.oneror
DJ.V.LS].OI'I, prov:xded, however, thatanyothermterestpartyshallalsohavetlw '

r:.ghtathnsomemensetoappearandtoparumpatemanysuchproceedmg.

20. NOTICES. 2all notices, demands, or statements regquired hereunder
to be given or rendered to the parties hereto shall be deemed fully given, if
given in writing and sent by postpaid registered mail addressed to such party or

hereto or to the ratification or consent hereof, or to such other address as any
' such party may have furnished in writing to party sending the notice, demand, or

21. GIAVOIDAELE DETAY: Al oblications under this agreement requiring

the unit operetor‘ to commence or continue drilling or to operate on or prodwce

unitized substances fram any of the lands covered by this agreement, shall be

 suspended while, but only so long as, the unit operator, despite the exercise of
.d& care and diligence, is prevented from complying with such obligations, in l

whole or in part, by strikes, war, act of God, Federal, State, or mmicipal law

or egencies, wnavoidable accidents, uncontrollable delays in transportation, in-

abllz.ty to obtaln necessary raterials in open market, or other matters beyond the
reasonable control of the it operator, vhether similar to matters herein

enrerated or not.

parties at their respective addresses set forth in connecuon w:.th tbe signatures .’ \
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22. 1085 OF TITIE: In the event title to any tract of nitized land
or substantial interest therein shall fail, -and the true owner cannot be induced
to join thé unit agreement so that such tract is not committed to thie greement
or the operation thereof hereunder becames impracticable as a result thereof,
such tract may be eliminated from the wnitized area, and the interest of the
parties readjusted as a result of such tract being eliminated from the witized
area. In the ewent of a dispute as to the title to any royalty, working, or other
interest subject hereto, the unit cperator may withhold payment or delive..;y of the
allocated portion of the unitized substances involved on account thereof, w;ﬂxoui,
liability for:.nterestmt:.lﬂmedlspute is f.mally settled, prova.dedthatno
payments of funds due the State of New Me:aco shall be mthh.ld. Unit operator, |
assuch, wrehevedfrmanyrespons;blhtyforanydefectorfallureofany

23.‘ SUBSEQUENT. JOINDER. Anyo:.lorgas:.nterest:.nlardsmmthmthe

mutareamtcmmttedhe.reto, pr:.ortothesuhm.ssa.moftheagreenentfor

‘ﬁnalappm.'albyﬂzeOJmssmerandtheDlwsmn, maybemtteaheretoby

t:heownerorowne.rsof mhngi'xts subsmbmgorocmserrtmgtoth:.sagreenent
orexewhnganuﬁcauonﬂlereof,andlfsuchomerlsalsoamﬁungmterest

ccgsts of exploration, development, and operation. A subsequent joz.nder shall be

“ effective as of the first day of the month following the approval by the Commis-

sicner and the filing with the Division of duly executed counterperts of the

instrument or instruments committing the interest of such owner to this.agreecment,

"but such joining pa.rty or parties, beforei"pa.rticipating in any benefits hereunder, -

shall be required‘. to assume and pay to unit operator, their proporticnate share of

the wnit expenses incurred prior to such party's or parties' joinder in the umit
agzeexer , and the mit oo rator shall meke appropriate adjusments caused by such
joinder, without any retroactive adjustment or revenue.

24. COWNTERPARTS: This agrezment may be executed in any mrmber of coun-

terparts, no one of which needs to be exe;uted by all parties, or may be ratified

. or consented to by separate instrument in writing specifically referring hereto,

and shall be binding upon all those parties who have executed suc‘n;' a coimterpart,

ratification, or consent hereto with the same force and effect as if all parties

EA

had signed the sare document, and regardless of whether or not it is executed by
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of VNern~ 1981, by JOHN HANgpy

all other parties owning or claiming an interest in the lands within the above
desci:ibed unit area.

IN WITNESS WHEREOF, the undersiéned parties hereto have caused this agree-.

ment to be executed as of the’ respective dates set forth opposite their signatures.

UIT_OPERATOR AND WORKING INTEREST OANER

UNION OIL COMPANY OF CALIFORNIA

Date: ‘mw’a, 29 1581 ) By %%@W oJ8

Attomey-in-Faot ;

,«\

STATE OF TEXAS, X
. , X
COUNTY OF MIDLAND. X

_ The foregoing instrument was aclcrzowledged before me this > Hbk day

Attoméy—in—Fact of UNION OIL OCOMPANY OF CALIEORNIA, a California

on behalf of said oorporation,

| | St ¢, 4/ LORRETTA HYATT
My Commission Expires: Notary Public = J I

W 22 /5 pap
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- Exhibit B -- Berry State Unit, Lea County, New Mexico, T-21-S, R-33 & 34-E
’ Basic Royalty Lessee - Overriding
Tract ~Description of Number of Ser. No. & Exp. o and 7 of Royalty and
No. . Land Acres  Date of lLease "Ownership Percentage ' Record Percentage
STATE LANDS
1 . Sec. 18, T-21-S, R-34-F .
Lots 1,2, E/2NW/4 156.87 B-158-3 1/8 (12.5%) Texaco, Inc. None
. H.B.P. ‘
2 Sec. 19, T-21-S, R-34-E | , - v
| Tgm . Lots 1,2,3,4, B/24/2 314.44 1-6679 1/8 (12.5%) Union 0il Company None
~f 10-1-81 . of California
3 Sec. 14, T-21-S, R-33-E . ,
W/2E/2 160,00 - - LG-1239 1/8 (12.5%) Getty 011 Company ‘None
' -7-1-83 B
4 Sec. 24, T-21-S, R-33-E o , : |
s/28M/2, S/2 480.00 LG-1241 1/8 (12,5%) . Natomas North None
) 7-1-83 America, Inc.
5 Sec, 18, T-21-S, R-34-E : : _
Lots 3,4, E/2SW/4 157.01 1LG-1374 1/8:(12.5%) Amoco Production None
’ 10~1-83 Company !
6 Sec. 13, T-21-S, R-33-E . ,
. All 640.00 LG-3427 1/8 (12.5%) Unicn Oii Company None
N 3-1-86 of California
7 Sec. 24, T-21-S, R-33-E | o
N/2N/2 160,00 LG~3428 1/8 (12.5%) Union 011 Company Nene
. " 3-1-86 of California
8 Sec. 14, T-21-8, R-33-E s '
EB/2E/2 160.00 LG-3493 1/8 (12.5%) The Superior 011 . None
4-1-86 Com'pany
8 STATE TRACTS 2;228.32 ACRES ‘OR 100% OF UNIT AREA.




Exhibit B -- Berry State Unit, Lea County, New Mexico, T-21-S, R-33 & 34-E

Basic Royélty Lessee Overriding .
,' Number of  Ser. No. & Exp. ' and of Royalty and - Working Interest
Acres * Date of Lease "Ownership Percentage - Record Percentage and Percentage
| STATE LANDS
\—E ; .
: 156.87 B-158-3 1/8 (12.5%) Texaco, Inc. None Texaco, Inc.
! , H.B.P. 100%
b craldV '
F:E' . . . . _
314.44 L-6679 1/8 (12,5%) Union 0il Company None Union 0il Company
I 10-1-81 of California of California 100%
B N T ‘ | o !
' 160.00 -~ LG-1239 1/8 (12.5%) Getty 0il Company None Getty 0il Company
L -7-1-83 ‘ 100%
3-E - \
480.00 T LG-1241 1/8 (12.5%) Natomas North None Natomas North
: » 7-1-83 America, Inc. America, Inc. 100Z
' 157.01 LG-1374 1/8 (12.5%) Amoco Production None Amoco Production
‘ 10-1-83 : Company ' ‘Company 100%
N 640,00 LG-3427 1/8 (12.5%) Union 0il Company None Union 0il Company
3-1-86 of California of California 100%
L 160.00 LG~3428 1/8 (12.5%) Union 0il Company None Union 0il Company
3-1-86 of California of California 1007
160,00 1.G=3401 178 (12,5%2) The Superior 011 . None The Superior 011
4-1-86 Company ‘ Company- 160%
PN
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CONSENT, RATIFICATION AND JOINDER
OF

BERRY STATE UNIT AGREEMENT AND UNIT OPERATING AGRE ﬁ[@[}c@‘j&j‘?@m

LEA COUNTY, NEW MEXICO
SEP 18 19,

(Woxking Interest Owner)

KNOW ALL MEN BY THESE PRESENTS, THAT:

WHEREAS, certain instruments entitled UNIT AGREEMENT FOR THE DEVELOPMENT AND
OPERATIOR OF THE BERRY STATE UNIT AREA, LEA COUNTY, NEW MEXICO, and UNIT OPERATING
AGREEMENT, BERRY STATE UNIT, LEA COUNTY. NEW MEXICO, have been executed as of the
27th day of May, 1981, by various persons conducting operations with respect: to the
BERRY STATE UNIT AREA, located in Lea County, New Mexico, as more particularly
described in said Agreement; and 3

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

WHEREAS, the Unit Agreement and Unit Operating Agreement each providés that a
person may become a party thereto by signing an instrument agreeing to be bound by
the provisions thereof; and

WHEREAS, the undersigned (whether one or more) is, or claims to be, the owner
of a working interest in one cr more of the Tracts described in Exhibit "B" of the
Unit Agreement. .

NOW, THEREFORE, the undersigned {(whether one or more), for and in consideration
of the premises and the benefits anticipated to accrue under each of said agreements,
does hereby agree to become a party to and to be bound by the provisions of the said
Unit Agréement and said Unit Operating Agreement, and the undersxgned does hereby
agree that the parties to said agreements are those persons signing the originals of
said instruments, counterparts thereof, or other instruments agreeing to be bound by

_ the provisions thereof. ﬂhe undersigned does also hereby acknowledge receipt of a
" true _copy of the said Unit Agreemenc and said Unit Operating ngreement.

IN WITNESS WHEREOF, the undersigiied has executed this instrument on the date

set forth oppos1te the undersigned's signature.
. \
pate:_____ Auqust 3, 1981 (jé.0< é::ECAEEIQX// \\

Address: P. O.~ Box 3109

Midland, Texas 79703 {(Working Interest Owner)

STATE OF TEXAS P X

COUNTY OF  MIDLAND i

U The foregoing instrument was acknowledged before me this 3rd day of
Auqust -, 1981 , by Alan R. McDaniel ' ,
Attorney-in-Fact  ~  of TEXACO INC. ,

a Delaware corporation, on behalf of said corporation.

, ‘ g Zg " Z :% ) BILLIE L. VNN
My Commission Expires: Notary Public

Sept. 30, 1984
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CONSENT, RATIFICATION AND JOINDER
oF
BERRY STATE UNIT AGREEMENT AND UNIT OPERATING AG

LEA COUNTY, NEW MEXICO

(Working Interest Owner)

KNOW ALL MEN BY THESE PRESENTS, THAT:

. WHEREAS ; certain instruments entitled UNIT AGREEMENT FOR THE DEVELOPMENT AND
OPERATION OF THE BERRY STATE UNIT AREA, LEA COUNTY, NEW MEXICO, and UNIT OPERATING
AGREEMENT, BERRY STATE UNIT, LEA COUNTY, NEW MEXICO, have been executed as of the
27th day of May, 1981, by various persons conducting operations with respect to the
BERRY STATE UNIT AREA, located in Lea County, New Mexico, as more particularly
described in said Agreement; and

WHEREAS, the Unit Agreement, by Exhibit "A", shows on a map the boundary lines

of the. Unit Area and the Tracts therein and, by Exhibit “B“, describes each Tract

within the Unit Area; and

WHEREAS, the Unit Agréement and Unit Operating Agreement each p¥ovides that a
person may become a party thereto by signing an instrument agreeing to be bound by
the provisions thereof; and

. WHEREAS, the undersigned (whether one or more) is, or claims to be, the owner
of a working interest in one or more of the Tracts @escribed in Exhibit "B" of the
Unit Agreement. .

NOW, THEREFORE, the undersigned (whether one or more), for and in consideration
of the premises and the benefits anticipated to accrue under each of said agreements,
does hereby agree to become a party to and to be bound by the provisions of the said
Unit Agreement and said Unit Operating Agreement, and the undersigned does hereby
agree that the parties to said agreements are those persons signing the originals of

said instruments, counterparts thereof, or 'other instruments agreeing to be bound by
‘the provisions thereof. The undersigned does also-hereby acknowledge receipt of a

true copy of the said Unit Agreement and said Unit Operating Agreement.

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

Address:

S IO T, . i

%Y
N

(WOrklng'Inté—é t Owner)

, STATE OF 424& :éyﬁﬁgdd , X
X

COUNTY OF /Lo . X

The forégoing instrument was acknowledged -before me this

/e

day of

Mméw____. 1w,/ ., vy 1. A. MORRES

“AGEivi of GETTY OIL COMPANY
a /ﬁZJ;/agxifﬁgL/Lﬁ,/ corporation, on behalf of said coxporation.

2lectos . /W

My Commission Expires Notary Public
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N fu;,uu:ft“ of NATOMAS NORTH AMERICA, INC. ,

CONSENT, RATIFICATION AND JOINDER] Lq(ﬁawa,Q\V ;;gif:7
o OF :
BERRY STATE UNIT AGREEMENT AND UNIT OPERATINGIAGREERENTS jga,
LEA COUNTY, NEW MEXICO :

TINAN LAY 0% i

Ol Lunse, YA L
SANTA

ot o,

(Working Interest Owner) UA wabH)N
KNOW ALL MEN BY THESE PRESENTS, PHAT:

. WHEREAS, certain instruments entitled UNIT AGREEMENT FOR THE DEVELOPMENT AND
OPERATION OF THE BERRY STATE UNIT AREA, LEA COUNTY, NEW MEXICO, and UNIT OPERATING

° AGREEMENT, BERRY STATE UNIT, LEA COUNTY, NEW MEXICO, have been executed as of the

27th day of May, 1981, by various persons conducting operations with respect to the
BERRY STATE UNIT AREA, -located in Lea County, New Mexico, as more particularly
described in said Agreement; and

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

' WHEREAS, the Unit Agreéﬁent and Unit Operating Agreement each provides that a
person may become a party thereto by signing an instrument agreeing to be bound by
the provisions thereof; -and

WHEREAS, the undersigned (whether one or more) is, or cldims to be, the owner
of a working interest in one or more of the Tracts descrxbed in Exhibit "B" of the
Unit Agreement. -

NOW, THEREFORE, the undersigned (whether one or more), for and in consideration
of the premises and the benefits anticipated to accrue under é&ach of said agreements,
does hereby agree to become a party to and to be bound by the provisions of the said
Unit Agreement and said Unit Operating Agreement, and the underaxgned does hereby
agree that the parties to said ag*eemcnts aze those persons signing the originals of
said instruments, counterparts thereof, or other instruments agreeing to be bound by
the provisions thereof. . The undersigned does also hereby acknowledge receipt of a
true copy of the said Unlt Agreement and said Unit Operating Agreement..

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

Pate: 7/ /o/xl ‘ ~ NATOMAS NQRTH AMERICA, INC.
Address: 5251 Westhemer, Suite 700 Y N aeo oo ; 2/‘

Houston, Texas 77056

STATE OF __TEXAS _ ' X
COUNTY OF _HARRIS . i
Thne foregoing instrument was acknowledged before me this 10th day of
July ' , 1981 , by Samuel A. Blaize ,

a California corporation, on behalf of said corporation.

Notary Public

My Commissioi Expires: C::S
l -
FRANCES E. BARKLEY

Nolary Public Stato of Texas

My Commission Expires February '23 1935
Bonded he } Alaoco de 1 x4 .
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B CEINERT
CONSENT, RATIFICATION AND JOINDER "

OF SE 18 1981
BERRY STATE UNIT AGREEMENT AND UNIT OPERATING

LEA COUNTY, NEW MEXICO o CONSLRVATION DIVISION
| SANTA FE

(Working Interest Owner)

KNOW ALL MEN BY THESE PRESENTS, THAT:

WHEREAS, cartain instrunents entitled UNIT AGREEMENT FOR THE DEVELOPMENT AND
OPERATION OF THE BERRY STATE UNIT AREA, LEA COUNTY, NEW MEXICO, and UNIT OPERATING
AGREEMENT, BERRY STATE UNIT, LEA COUNTY, NEW MEXICO, have been executed as of the
27th day of May, 1981, by various persons conducting operations ‘with respect to the

BERRY STATE UNIT AREA, located in Lea COunty, New Mexico, as more particularly
described in said Agreement; and

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

WHEREAS, the Unit Agreement and Unit Operating Agreement each provides that a

person may become a party thereto by signing an instrument agreeing to be bound by
the provisions thereof; and

WHEREAS, the>undersighed (whether one or more) .is, or claims to be, the owner
of a working interest in one or more of the Tracts described in Exhibit "B" of the
Unit Agreement. -

NOW, THEREFORE, the undersigned (whether one or more), for and in consideration
of the premises and the benefits anticipated to accrue under each of said agreements,
does hereby agree to become a party to and to be bound by the provisions of the said
Unit Agreement and said Unit Operating Agreement, and the undersigned does hereby
agreé that the parties to said agreements are those:persons signing the originals of
said ilnstrubents, counterparts thereof, or other instruments agreeing to be bound by
the provisions thereof. The undersigned does also hereby-acknowledge receipt of a
true copy of the said Unit Agreement and said Unit Operating Agreement.

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

Date: ’! @ (0, 1987 ) Amoco Production Company

Address:_ P o) Bay 3042
o : : otowey-n Jact
T‘H‘kgigg LIenws T700! {(Woxking Interest Owner)

STATE OF @W , X

 COUNTY OF \%/ptod_a . i
The foregoing instrument was acknowledged before me this /Qf7st— day of
gw&t : c 108/, by _ WILLIAM T. HALE | ,

corporation, on behalf of said corporation.

M@W

My Commission Expires: Notary Puold
l2-8/ : SHARLEY 8. BARNES

Notary Pubtlic in Harrls Counly, Texas
Ay Commission Explres _ /f. " w2~

....................................




CONSENT, RATIFICATION AND JOINDER
’ OF
BERRY STATE UNIT AGREEMENT AND UNIT OPERATING AGREE
LEA COUNTY, NEW MEXICO

(Working Interest Owner)

KNOW ALL MEN BY THESE PRESENTS, THAT:

AGREEMENT, BERRY STATE UNIT, LEA COUNTY, NEW MEXICO, have been executed as of the :
27th day of May, 1981, by various persons conducting operations with respect to the
: ‘"BERRY STATE UNIT AREA, located in Lea County, New Mexico, as more particularly
S described in said. Agreement, angd

i WHEREAS, the Unit Rgreement, by Exhibit "A", shows on a map the boundary lines
of the Unit' Area and the Tracts therein angd, by Exhibit “B", describes each Tract

' within the Unit Area; and

v
N

i

e % WHEREAS, the Unit Agreement and Unit Operating Agreement each provides that a
o person may become a party therete by signing an instrument agreeing to be bound by _ §
& i . the provisions thereof; and . ) R
. 1

WHEREAS; the undersigned (whether one or more) is, or claims to be, the owner ' .
of a working interest in one or more of the Tracts described in Exhlblt "B" of the +
Unit Agreement. : . "

NOW, THEREFORE, the undersigned (whether one or more), for and in consideration v
! : - of the premises and the benefits anticipated to accrue’under each of said ayreements, ;
B does hereby agree to become a party to and to be bound by the provisions of the said e
Y Unit Agreement and said Unit Operating Agreement, and the undersigned does hereby ’

' agree that the parties to said agreements are those persons signing the originals of : b
said instruments, counterparts therecof, or other instruments agreeing to be bound by '
: the provisions thereof. The undersigned does also hereby acknowledge receipt of a
i true ﬂAPYACf‘Luc said Unit Agreement and said Unit Operatlng Agreement. :

_IN WITNESS WHEREOF, the undersigned has executed th1s instrument on the date
‘set forth opposite the undersigned's signature.

.Da;eg W /7Jﬁgl THE SUPERIOR%L/&)MPANY
y —

AT )

[N SO A

- T c
Houston, Texas 7700% (Working Interest Ownerf

- ¢

- o ATTEST:

Assistant ‘Secretary

i srate or TEXAS . X

P X - .

; , . ‘

| COUNTY OF Harns . X 7{ 4

! : R .

% The foregoing instrument was ackncwledged before me this //:7 day of

; a,‘\}'l\/{*ﬁ ‘ : ’ ’ 19 81 ’ by i D. DUGGAN ’

-

of The Superior 0il Company ¢
’ a Vice President corporation, on behalf of said corporati on.
' My Commission Expires: - thry.Public 07

NORMA J. SUMNER
Notary Public, State of Texas

mission Expires 2/24/85
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er 10, 1981 SANTA FE, NEW NEXICO 87501

COMM\SSlONER

- Union 0il Company-of california
p. 0. Box 671
Mid}and; Texas 19702

‘ ' pe: Berry State Unit

Lea County, New Mexico

ATTENTION: Mi.‘Robert v. Lockhart

Gentlemen:

The Qommissioner‘of'Public Lands has this date given final
approval'to the Berry gtate Unit, Lea County, New Mexico. The
date being the same date as approVed.

. - Enclosed are Five (5) certificates of Approval.

The filing fee in the amount of ($50.00) Dollaf;’has been
received. ‘ :

Very truly yours, -

EX J. ARMIJO
COMMISSIONER OF PUBI

iC LANDE

BY: - i ,
A RAY D. GRAHAH,,Director
¢ A 0il and Gag Division
< AC 505/827/27&8

AJA/RDG/pm
~#ncls.

ec: OCD-Santé Fe, New Mexico

=%




STATE OF NEW MEXICO

ENERGY anD MINERALS DEPARTMENT

OIL CONSERVATION DIVISION

BRUCE KING | - POST OFEICE BOX 2088

GOVERNOR . STATE LAND OFFICE BUILDING
RRY KEHOE . B ) . . : SANTA FE, NEW MEXICO B7501
LA SECRETARY i June 29, 1981 (5051 827-2434
Re: CASE'NO. 7262
Hr. Jame’s Jennings . ORDER NO. R<=6706

Jennings, Christy & Copple
Attorneys at Law
Post Office Box 1180 ¢

Roswell, New Mexico 88201 Applicant:

Union D0il Company of California

Dear Sir:

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

Director

JDR/fd

Copy of order also sent to:

Hobbs OCD X
Artesia OCD X
Aztec OCD

~ Other

R
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EGNSIDERING:

i
!
!

: STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
OIL CONSERVATION DIVISION

IN THE MATTER OF THE HEARING
ALLED BY THE OIL CCNSERVATION
IVISION FOR THE punposc oF

CASE NO. 7262
Order R-6706

%PPLICBTION OF UNION GIL CROMPANY
DF CALIFORNIA FOR APPROVAL OF THE
BERRY STATE UNIT AGREEMENT, LEA
COUNTY, NEW MEXICO,

CRDER OF THE DIVISION

IBY YHE DIVISION:

hremises,

FINDS:

follows:

This cause came on for hearing at 9 a.m. on June 3, 1981,
at Santa fe, New Mexico, before Examiner Richard L. Stamets,

NOW, on this__ 25th day of June, 1981, the Division
Director, having considered ths teatimony, the record, and the
recommendations of the Examiner, and being fully advised in the

(1) Thaiidue public notice having baen given as reduired
by lew, the Division has jurisdiction of this cause and the
_ipubject matter thereof,

(2) Thet the applicant, Union 041 Company of California,
seoks approval of the Berry State Unit Agreement covering
£2:228.32 acres, more oF less, of State lands deacribed as

LEA COUNTY, NEW MEXICO

- TOWNSHIP 21 SOUTH, RANGE 33 EAST NMPM

Section 13: ALl
Section 14: E/2
Section 243 All

TOWNSHIP 21 SOUTH, RANGE 34 EAST, NMPM

Gection 181 W/2
Section 191 - W/2
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Case No. 7262
iOrder No. R-6706
| |
i {3) That all planz of dsvelopment and oparation and crea-
tions, expansions, or contractions of participating areas or
'expanaions or contractions of the unit area, should be submitted
‘to the Director of the Division for approval.

(4) That approval of the proposed unit agresment should
promote the prevention of waste and the protection of correlative
rights within tha{unit area.

IT I5 THEREFORE ORDERED:

(1) That the Berry State Unit Agreement is hereby approved,

(2) That the plan contained in said unit agreement for the
development and operation of the unit area is hereby approved in
principle a8 a proper conservation measures provided, howsver,
ﬁhat notwithstanding any of the provisions containoed in ssid unit
@greement, this approvel shall not bes considered as weiving or
relinquishing, in any manner, any right, duty, or obligation
which is now, or may heresafter be, veated in the Division to ,
supervise and control operations for the exploration and develop-
ment of any lands committed to the unit and production af oil or
gas therefrom.

- (3) That the unit operator shall fi
executed original or exscuted counterpart

of subsequent joinder by any party or expensicen or contraction of
the unit area, the uiiit operator shall file with ths Division
within 30 days thereafter counterparts of the unit agreement
reflecting the subscription of those interests having joined or.
ratifiad. ‘

(4) That ail pians of ‘dsvslopmsnt and cparation, all unit
participating arsss and expansiona and contractions thereof, and.

:all expansions or contractions of the unit area, shall be

submitted ta the Director of the 0il Conservation Division for
approval. ’ v

State of New Mexicoj that this arder shall terminate ipso facto

.iupon thes termination of said unit agreement; and that ths Yast

unit operator shall notify the Division immediately in writing
of auch termination.

within 39 days after the effective date theraof;,tﬁat in the event

(5) That this order shall become effective upon the approval
of said unit agreement by the Commiasioner of Public Lands for the

[
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Case No. 726
Order No., R-6706

! (6) That jurisdiction of this cauge is retained for the
lentry of such further orders as the Division may deem necossary.
i '

i!* DONE at Santa Fe, New Mexico, on the day and year hereins~
@bove»designatad. _

I, STATE OF NEW MEXICO
S ‘ ' RVATIONY DLVISION

Director

td/.

1
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IN THE HATTER OF:
Appliéatidn of Union 0il Company

of California for a unit agreement,
Lea County, New Mexico.

For -the 0il Conservation

pivision:

For the Apolicant:

.w"

Rich

Page

STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
OIL CONSERVATION DIVISION
STATE LAND OFFICE BLDG.

SANTA FE, NEW MEXICO

3 June 1981

EXAMINER HEARING

- CASE
7262

Pt e at [t S S

ard L;léfémeﬁs

TRANSCRIPT OF HEARING

Ernest L. ‘Padilla, Esdg.

' Legal Counsel to the Division
‘State Land Office Bldg.
‘Santa Fe, New Mexico 87501

James T. Jennings,'Esq,
JENNINGS & CHRISTY
Roswell, New Mexico 87501
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IND’EX

ROBERT V. LOCKHART

CRAIG WHITE

Applicant

Applicant

Applicant
2pplicant’
Applicant

Applicanf

Direct Examination by Mr. Jennings

Cross Examination by Mr, Stamets

Direct Examination by Mr. Jeénnings

Cross Examination by Mr. Stamets

EXHIBTITS

Exhibit One, Letter

Exhibit Two, Letters

Exhibit Three, Unit Agreement

Exhibit Four, Operating Agreement .

Exhibit Pive, Contour Map

Exhibit Six, Cross Section
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MR. STAMETS: We'll call next Case 7262.
MR. PADILLA: Application_of Union 0il

Company of California for a unit agreement, Lea County, New

* Mexico.

MR. JENNINGS: I'm Jim Jénnings of
Jennings and Christy in Roswell, appearing on behalf of the
applicant, Union Oil Company of California.

We will have two witnesses, and if
you'll bear i th me a minute, I'll get yourvexhibits.ﬂ

‘MR. STAMETS: I%'d like to have the

witnesses stand and be sworn at this time, please.
(Witnesses sworn.)

ROBERT V. LOCKHART
being called as a witness and being duly sworn upon his oath,

testified as follows, to-wit:

DIRECT EXAMINATION

BY MR, JENNINGS:
0 Would you please state your name,
place of residence, and current occupation?

A, My name is Robert V. Lockhart. I live

in Midland, Texas. I'm employéd‘by Union 0i1l Company of
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' half of Section 18, and Lots 1 through 4 in the east ha

California as the Midland District Land Manager.

Q. Mr. Lockhart, are you familiar with the
applicatiqn that bas been filed on behalf of Union in Case
Numbkr 72627

A Yes, sir. We are seeking approval for
our exploratory unit plan, coverihg 2228.32 acreé, located
in Township 21 Soﬁfh,”Ranges 33 and 34 East. - The unit area

embraces all of Section 13, the east half of Section 14, all

. of Section 24, Lots 1 through 4 and the east half of the west

the west half of Section 19.

0. Mr. Lockhart, is a piat of that acreage
attached to the application?

A Yes, it is.

0 What kind of acreage is it?

A All of the acreage in our unit area is
owned or comprised of State of New Mexico la;ds.

Q. What type of well do you propose to
drill on this unit? |

A . We're planning to drill.a 14,300 foot

Mérraw: formation test, located 1980 feet from the south line,
1980 feet fgom the east 1line of Section 13, Township 21 South,
Range 34 East,

0. : Who will be the unit operator?
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,unit?

5
A Union Oil Combany of California will be
operator.
o - Mr. dekhart) i hand you what has been

identified as Exhibit A and ask you if this is the approval

of the State -~ of the Commissioner of Public Lands of the

A : Yeg, this April 9th, 1981, letter from
the Commissioner's office was giving preliminary approval to
our unit application and approving the unit form that we’r
submifted.

N 0 " Who are the other Ope;étors an the‘area(
Mr. Lockhart?
| A 4 Our unit is composed of Natomas North
American, Inc,, Getty 0il Company,'Superior 0il Company,
Amoco Production Company, agd Texaco, Inc.

Q- Have all of these parties either joined,
agreed to joih the unit or to farm any acréage to Union
0il Company?
| N ) Yes, sir, they have, subiect to final
approval of our'opérating agreeme;t and'ﬁnitiagreementg

I hand you what has been marked as

©

i+t Number Two, and ask you to identify those

letters, please.

a - Yes, sir. These are the various 1ettefi
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that we've received from our non~opefators agreeing to our
unitAplan.

A 0 -Mr. Lockhart, I hand you>ﬁhat has been
marked as ExhibitrThree and ask:you to identify that, please.

A, This is our unit &greement form dated

May 27th, 1981, If contains the Standaéa{unit prescribed by
the Commissioner's office and we haGe in, also included in
tﬁere'an;Exhibit A, which is our map showing the lands com~

mitted to the unit areé, and an Exhibit B, which. shows the

owncrship by tract of participants, and describes
the leases committed,
0 - You will‘furnish an exectued counterpart}

of this to the Commission after -- after this unit has been

approved -~ IS
A Yes,
0. . -+~ and executed by all parties?
A Yes., We will. We will furnish the

Commissioner and the ODC with the ratifications of all the
parties to our agreement,

0. I hand you what has been marked Union
Exhibit Fo;r and ask you to identify that, pleasg.

A This is the model operating agreement
form that we plan to use to cover our unit area. It will be

submitted this week aldng with the unit agreement to the
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partners for approval.

0. Mr. Lockhart, do you feel that the unit

“will be in the interest of conservation, and prevent waste?

A, Yes, 1 do.
Q There are not any correlative rights

in any ‘way -~ any parties other than the State of New Mexico

involveéd in this, is there?

A That is correct.

MR. JENNINGS: Nothing further for the

“witness.

CROSS EXAMINATION
BY MR. STAMETS:

-

it Mr. Lockhart, would you indicate the

-percentage of working interest that you have signed up or

anticipaté will be signed up?

A We anticipate ~- well, all the parties

‘'have indicated they will either join or farm out to the

drilling parties. We have 100 percent indication that all
the parties will do one or the other, either farm out ~--
two of the parties have elected to farm out, Natomas North

American, Inc., and Texaco, Inc., have elected to farm out,

“'and the other parties, Getty, Superior, and Amoco, have indi-

cated they wish to participate and take their share of the
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- farm ins, from the other two parties.

So we expect 100 percent commitment.
MR. STAMETS: Any other questions of
the ;witness? He may be excused,

MR. LOCKHART:; Thank you. =

CRAIG WHITE
béipg called as a witness and being duly sworn upon his oath,

testified as follows, to-wit:

DIRECT EXAMINATION
BY MR, JENNINGS:

0. “ Would you please state your name, em-

ployment, and current place of residence?

A ‘Yes, My name is Craig White, currently
residing in Midland, Texas, and I'm employed by Union. 0il

Company'bf California, as the Midland District Exploration

' Manager.

L8

0. ' Mr.'ﬁhite, what is your educational
background?

A I have a Bachelor of Science degree
from the Univérsity of Redlands in southern California, whicﬁ
I received in 1967; Master of Science degree recéived in '69

from the University of Nevada in Reno; Mackay School of Mines.




N 1 . 9
2 0. * S8ince your g;aduation, just explain

»Zn» ’ 3, briefly by whom you've been employed and the nature and places

s , 4 of your employment?
& 5 A "Yes, sir. I've been employed by Union
W 6 | oil Company of California since graduation. I have been an

7 exploration geologist for Union in sotuthern California; a | , i,
¥ : 5 ' -+ 8 | district exploration geologist for Uriion 0il Company in
9 ‘Ancho;age, Alaska; and more recenﬁly Diétrict Exploration
10 Ménager for Union of California in Midland, Texas.
. éil;;>f4,.r | R - ‘ MR, JENﬁiNGS: Mr. Exaﬁiheg, are the
12 | witness® qualffiCatidns acceptable?
13 | | ,.r MR. STAMETS: Mr. White, I presume your
( 14 degrees were in geology?
15 . A Yes, sir,lthat's correct.
16 _ MR. STAMETS: Yes, he is‘consiaered'~
17 | qualified.
18 0. Mr. White, you have in front of you what
19 | has been identified as Uni;h's Exhibit ﬁumber Five. Would
20 you piease identify this and then explain the structure con-
21 " tours?

@2 A Yes, sir. This Exhibit Number Five is

8

a structure conhtour map on top of the Siluro-Devorian. This

4| ;s a good, continuous seismic horizon. It is used in lieu

25 of a horizon on the top of the Morrow, due to the fact that

g
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the reflections are not good and continuous in this unit,.

Contour interval is 100 feet. The scale of the map is an inch

to 2000 feet.

The proposed unit outline is shown by

the red straight lines. One section is shown, as you can see,

by the outlines there with the numbers in the center.

0o . Do vou have any other further --- addi-
tional further comments that you wish to make on the exhibit?

A e I can come back and talk about the

‘structure in general. It's easier to discuss it in terms of

the overall.

0 Okay. Wouldryéu refer to what has been
markeé Unibn Exhibit Six, which yourhave before you, which is
a stratigraphic cross section?

A,  Yes, sir. Exhibit Six is a strati-
gfaphic cross secﬁion, showin§ the Pennsylvaﬁian; Morrow,
Atoka objegtivés. Shown on that cross section are E logs,
or electric logs, of the two Qellé in the unit vicinity,

One is the Texaco Brunéon (sic) McKnight Berry Well. That
is also located on the structure map just north of the pro-
pFOposed unit outline.

| The second well is the Getty No. 1

Stock Unit Well. That is on the west end of the stratigraphic

cross section and it is located about one mile to the west
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of the proposed unit, as yoh can see on Exhibit Five, the

| section, include Morrow and possibly Atoka gas sands. These
sands are present as continuous, discreet bodies, or. lenses,
across the prospgct area. The sands are considered to be

“productive generally where they are porous and at a strudtural%y‘

11

structure;contqﬁr map.

The Berry prospéctvis'——ior Berry Unit,
proposed Berry Unit, is located in Lea Céunty, New Mexico,
about 25 miles southweét of the City of Hobbs. The prospect
is named for the nearby Berry Ranch, the abandoned gas field.

s

The reservoir objectives, as you can see on the stratigraphic

€

high location,

1'11 talk briefly about the nearby
wells‘in terms of the reservoir objective or objective sectionk
here.

The Brunson and McKnight No. 1 Berry
Well, which is located northeast of the proposed location,
produéed‘éome 304-million cubic feet of gas and nearly 12,000
bérreis of condensate before watering out.

The Atoka sand, which can be seen on
the Exhibit Six, in the Texaco Brunson and McKnight Well,
waé not tested.

The Getty No. 1 Stock Unit Well produced

gas and water from a Middle Morrow Sand, This well should -
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location. Again there was no test in the Atoka.

" plunging anticline. It appears to have, based on the map,

-is going to be about 250 feet high’ to the Brunson McKnight

12

or this unit should produce gas at ‘a structurally higher

Discussiﬁg briefly the structure in
the proposed unit outline, again you éan refer to Exhibit

Number Five. This is a northeast/southwest trending doubly

over 300 feet of closure. The proposed location, which is
indicated by the red dot on Exhibit Five, is located at the

apex of the structure, We feel that, based on the ‘map, this

Well and about 450 feet‘high to the Getty Stock tank Well.
EXcﬁée me, Getty Stock Unit ﬁeilt
‘We have placed the posfulated accumulatig

limits at the 11,006 ~- minus 11,600 foot contour on the
SilurQ%Devonian map. We feel that this is a reasonablezioca—
tion at which to place postﬁlated accumulations or gas/water
intexface, if you will, due to the fact that thé Brunson and
McKnight Berry Well did test gas before watering out ang being
plugged and abandoned in '76.

| -Consequently, we feel that it's reason-
abie to piace that gas/ﬁatef interface just np structure
the Brunson and McKnight Well.

The only additional thing I would point

out is ‘that the proposed unit does include all of the drillabl

b1
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| 13
proration anits above the accumulation 1inmits.
Mr. White. do you'feel tbat the approval
rest

: 0.
\ of the propdsed unit Wiil"pfévent waste and be in the inte

of conservation?

5-;
| 6 A yes, gir, I db,
7‘ 0. Do you-havekanything else that you'wish
8 to note
9 A No, sir.
?Q; 0. Were Exhibité five and SiX prepared bY
11 iéﬁvor uander YOUur directipn?f
12 A | ‘phey were pxepéred-underbmy'supérvision;
13 MR, JENNINGS: We‘doh't‘have anything

this witness.
at this time, rhouah, ¥
and also offer gxhibits one

ix,
ceived in \

hibits pive and S
jnclusive: which>wére gocuments €

se of pusiness.
MR. STAMETS : ghese exhibits will be

CROSS EXAMINATION

BY MR. STAMETS
0. MY . White, even though Exhibit Five is
an map, the horizon that you intend

~Devoni

1abeled 2 giluro-
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to drill and test is the Pennsylvanian, in that correct?

A >That's correct; sir,

0 okay .
MR. STAMETS: Any other questions of
the witness? He may be excused.

Anything further in this case?

The'case will be taken under advisement,

(Hearing concluded.)
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STATE OF MEW MEXICO
ENERGY AND MINERALS DEPARTMENT
OIL CONSERVATION ‘DIVISION
STATE LAND OFFICE BLDG.

SANTA FE, NEW MEXICO

3 June 1981

EXAMINER HEARING

IN THE MATTER OF:
Application of Union 0il Company

of California for a unit agreement, °
Iea County, New Mexico. :

BEFORE:

APPE

For ﬁhewoil Conservation
Division: -

For the Applicant:

.1*

Richard 1,. Stamets

CASE
7262

e Nt Nl Nl i S P

PRANSCRIPT OF HEARING

"ARANCES -

Ernest L. Padilla, Esq.

Legal Counsel to the Division
State Land 0ffice Rldg. -
Santa Fe, New Mexico 87501

James T. Jennings, Esq.
JENNINGS & CHRISTY
Roswell, New Mexico 87501
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3
MR. STAMETS: We'll call next Case 7262.
MR. PADILLA: Application of Union 0il
Conmpany of California for a unit agreement, Lea County, New
México.

MR, JENNINGS: I'm Jim Jennings of

“Jennings and Christy in Roswell, appearing on behalf of the

aéplicant, Union Oii Company of California.
We will have two witnesses, and 1if
you'll bear wdth me a minute, I'll get your exhibits.
MR. STAMETS: I'd like to have the

witnesses stand and be sworn at this time, please.
{Wtitnegses sworn,)

ROBERT V., LOCKHART
being called as a witness and being duly sworn upon his cath,

testified as follows, to-wit:

DIRECT EXAMINATION
BY MR, JENNINGS:
0 Would vyou please state your name,
place of residence, and current occﬁpation?
M My name is Robert V. Lockhart. I live

in Midland, Texas, I'm employed by Union 0il Company of
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California as the Midland District Land lManagex.
0. " Mr. Lockhart, are you familiar with the

application that has been filed on behalf of Union in Case

Numbkx 7265?

A : Yes, sir. We are seeking approval for
qur exﬁloratory unit plan{ covering 2228.32 acres, 1édated
in Township 21 South,ARanges 33 and 34 East. The unit area
embraces all of Section 13, the east half of Section 14, all
of Section 24, Lots l‘thfough 4 and the east half of the wesﬁ
half of Section 18, and Lots 1 through 4 in the east half of

the west half of SBection 19.

p.‘

Mr. Lockhart, is a plat of that acreage

attached to¢ the a’}?}‘)l‘ié ation?

ol

Yes, it is.
0 - What kind of acreage is it?
A All of the acreage in our unit area is

owned or comprised of State of New Mexico lands.

0 What type of well do you propose to

‘drill on this unit?

- A . We're planning to drill a 14,300 foot

Morros formation test, located 1980 feet from the south line,

1980 feet from the east line of Section 13, Township 21 South

" Range 34 East.

Q ; Who will be the unit operator?
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‘1 Amoco Production Company, and Texaco,“Inc;

5

A : Union 0il Company of California will be
operator.

13 Mr. Lockhart, I hénd you what.has been
idehtifiea as Exhibit A and ask you if this is éhe aﬁproval
of the State -~ of the Commissioner of Public Laﬁds of the
unit? o |

A ‘ Yes, this April 9th, 1981, ietter from
the Commissioner's office was giving preliminary approvél to
ouxr unit aﬁplicaﬁion and approving the unit form that we
submitted. /

0 . Who are the other operators in the area,

Mr. Lockhart?‘,“

bl
e
[=4
Lx 1

unit is composed of Natomas North

0 Have all of these parties either joingd,
agreed to join the unit or to fafm any acreage to Union
0il Company?

A Yes, sir, they have, subject to final
approval of our operating agreement and unit agreement.

0. _ I hand you whaﬁghas heen marked as
Union Exhibit Number Two, and ask you to identify those
letters, please.

A ves, sir. These are the various 1etter€
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that we've recelved from cﬁr non-operators agreeing to our
unit plan.

¢ Mr. Lockhart,.I hand you What has been
marked as Exhibit Three and ask you to idené&fy that, pleése.f

A, This is our unit agreement form dated
May 27tﬁ, 1981. It contains the standard unit prescribed by
the Commissioner's cffice ahd we have iﬁ,taiso included in
there an ﬁxhibit A, which is our map sho&ing the lands com-
mitted to the unit area, and an Exhibit B, which shows the
ownerqpip by tract of the variocus pa;ticipants, and describes
the leases committed.

Q You will furnish an exectued counterpart

‘of this to the Commission after ~- after this unit has been

approved =~

A Yeg,

0 -~ and executed by all parties?
A Yes. We will. e will furnish.the

Commissioner and the ODC with tﬁéiiatifications of all the
parties to our agreement.

Q I hand you what has been marked Union

"Exhibit Four and ask you to identify that, please,

A ' This is the model operating agreement
form that we plan to use to cover our unit aféa. It will be

submitted this week along with the unit agresment to the
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partners for approval.
0. Mr. Lockhart, do you feel that the unit
will be in the interest of conservation;'énd prevent waste?

A, Yes, I do.

0 . There are not any correlative rights
in any way -- any parties other than the State of New Mexico

involved in this, is there?
A That is correct.
MR. JENNINGS: WNothing further for the

witness.

CROSS EXAMINATION
BY MR. STAMETS: -

0 Mr. Lockhart, would you indicate the

- percentage of working interest that-you have signed up or

anticipate will be signed up?

A We anticipate ~- wéll, all the parties
have indiéated they will either join or farm out to the
drilling parties. Ve have 100‘pércent indiéation that all
the parties will do one or the other, cither farm out -~
two of tﬁe parties have elected to farm out, Natomas North
American, Inc., and Texaco, Inc., have elected to farm out,
and the other papties, Getty, Superior, and Amoco, have indi-

cated they wish to participate and take their share of the
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‘the iwitness?

farm ins, from the other two parties,
8o we expect 100 percent commitment,
\ MR, STAMETS:V Any other questions of
lHe may be excused.
MR, LOCKHART: Thank you.
'CRAIG "WHITE

being called as a witness and beihg duly sworn upon his oath,‘

testified as follows. to-wit:

DIRECT EXAMINATION
BY MR. JENNINGS:
0 Would you piease state your name, em
ployment, and cur?ent place of reéidence?

A Yes. My name is Cralg White, currently

residing in Midland, Texas, and I'm employed by Union 0il

Company of California, as the Midland District Exploratibn
Manager. | | |
0 . Mr. White,vwhat is your educational
background?
A I have a'Bachélor of Science degree

from the University of Redlands in southern California, which

T received in 1967; Master of Science degree received in '69

from the University of Nevada in Reno; Mackay School of Mines.
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0. . 8ince youf graduation} just explain
briefly by whom you've been employed and the nature and places
of your employment?

A, Yes,‘sir. I've been employed by Union
0il Comﬁany‘of California since §raduatioﬁ. I have been an
exploration geoiOgist for Union in sOuﬁhern éalifOrnia; a
district exploration geologist for Union 0il Company in
Anchorage, Alaska; and more recently'Disﬁrict Exploraﬁion
Manag< ‘for Union of California in Midland, Texas.

ﬁ MR, JENNINGS: = Mr. Examiner. are the
witness' gualifications acceptable?

MR. STAMETS: Mr. Whita, I presume your
hegrees were in geology? |

A Yes, s8ir, that{s correct,

MR. STAMETS: Yes, he is consideréd
qualified.

0 Mr. White, you have in‘' front of you what
has béen jdentified as Union’s Exhibit Number Five. Would
you please identify this and then explain the structure con-
tours?

A, Yes, sir. This Exhibit Humber Five is
a structure contour map on top of the Siluro-Devonian. This
is a good, éon£inuous gseismic horizon, It is used in lieu

of a horizon on the top of the Morrow, due to the fact that
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by the outlines there with the numbers in the center.

marked Union Exhibit Six, which you have before you, which is™

graphic cross section, showing the Pennsylvanian, Morrow,

10
the reflections'are not good and continuous in this unit.
Contour int?rval is 100 feet. The scale of ‘the map is an inch
to 2000 feeﬁ.
The proposed unit outline is shown by

the red straight lines. One section is. shown, as you can see,f

Q Do you have any other further -- addi-
tional further comments that you wish to make on the exhibit? -

2 I can come back and talk about the -

Ié
S

structure in general. It's easier to discuss it in terms of
the overall.

0. , okay. Would you refer to what has been

a stratigraphic cross section?

N Yes, sir., Exhibit Six is a strati-

Atqka objectives, Shown on that cross section aré E logs,
or electric logs, of the two wells in the unit vieinity.
One is the Texaco Brunson (sic¢) McKnight Berry Well, Thatr
is alsc located on the structure map justlnorth of the pro-
proposed unit outline, |

The second well is the Getty No. 1
Stock Unit Well. That is on the west end of the stratidraphic

oross section and it is located about one mile to the west
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‘of the proposed unit, as you can see on Exhibit Five, the

4s named for the nearby Berry Ranch, the abandoned gas field.

e @ - o

sands are present as continuous, discreet bodles. or lenses,

high location.

the Exhibit S8ix, in the Texaco Brunson and McKnight Well,

11

structure contour map.
The Berry prospect is -- or Berry Unit,
proposed Berry Unit, is located in Lea County, New Mexico,

about 25 miles southwest of the City of Hobbs. The prospecﬁ

The reservoir objectives, as you can seeion the straﬁigraphic

section, include Morrow‘and possibly Atoka gas sands. These

across the prospect area. The sands are considered to be

productive generally where they are porous and at a structurall

VI;ll'talk briefly about the nearby
wells in terms of the reservoir objective or 6bjectivé section$
here.

The Brunéon anéd MoKnight No. 1 Berf&
Well, which is located northeast of the proposedklocation,
produced some 304-million cubic feet of gas and nearly 12,000
barrels of condénsate before watering out.

L The Atoka sand, which can bé seen on

was not tested.

The Getty Ho. 1 Stock Unit Well produced

gas and water from a Middle Morrow Sand. This wvell should - -
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. McKnight Berry Well did test gas before watering out and being

7 12
or this unit should produce gas at a structurally higher
lo¢a£ion. Again there was no test in the Atoka.

biscussing briefly the structure in
the proposed unit outline, again you can refef to Exhibit
Numbexr Fivé.;>This is a northeast/southwest trending doubly
plunging anticline. It appearé to have, based on the map,
over 300 feet of closure. The proposed location. which is
indiéated by the red dot on Exhibit Five, is located at the
apex of the structure, We feel that, based on the map, this
is éoing to be about 250 feet high‘fo the Brunson Mcgnigﬁt
Well and about 450 feet high to the Getty Stock tank Well.
Excuse me, Getty Stock Unit Vell,

We have placed the postulated,accumulatic
l1imits at the 11,000 ~- minus 11,600 foot contour on éhe
Silurowbevonian map. Wé feel that this 18 a reasonableﬁlcéaf
tion at which to place postulated accumulations or gas/wate;

interface, if you will, due to the fact that the Brunson and

plugged and abandoned in '76.

Consequently, we feel that it's reason-
able to place that gas/water intcrface juSt up strudture from
the Brﬁnson and McKnight Well. |

The only additional thing I would point

EE

e

out is that the proposed unit does include all of the drillabl
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Proration unitg above the accumulation limits,

13

Q Mr, White, do you feel that the approvai

of the Proposed wunjit will prevent vaste and be in the interest

of conservation?

A : Yes, sir, 1 do,
Q Qo'you have anything elge that yoy wish
to note?
A No, sir,

0 - Were Exhibits Five»and>six Prepared by
You or under your direction?

| ,They were prepared under my superviéibq,

MR, JENNINGS: We don't have anythihg
mbre of this witness, '

At thisg time, thouﬁk, we would -~ like

- to ‘offey Exnibits Pive &nd Six, and also offer Exhibits one

through Four, inclusive, which wera documents received in

the ordinary course nf business, 7 ‘
MR, STAMETS: -These ekhibits will be

- admitted,

CROSS EXAMINATION

BY MR, STAMETS -

Q - Mr. White, even though Exhibit Five is

labeled g siluro~Devonian map. the horizon that you intend

-t ‘
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to drill and test is the Pennsyivanian, in that correct?

A That's correct, sir.
) okay.
MR. STAMETS: BAny other questions of
the witness? He may be excus;d. |

Anything further in this case?

The case will be taken under advisement.

_(Hearing concluded.)
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Rt. 1 Box 193-8
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the foregoing Transcript of Hearing before the Oil Conserva-

Page 15

CERTIFIC’A"TE
I, SALLY W. BOYD, C.S.R., DO HERERPY CERTIFY that
tion Division was reported by me; that the said transcript

is a full, true, and correct record of the hearing, prep'arec}

by me co the bést of my ability.

é\k&&u( . %ou‘h CoT

. _ § ts
16 that the foregolng !
1 do hercby certify "“‘“,t -oceadings in !
a compiete record of the go W'-o ! . |
'd "” i 'C-; asne vi0. -
the Examiner heditig &t 19, .- ?
- i

heard by me oM
, Examiner

M ~ s o
oit Conservalion Division

.1‘
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BEFORE EXAMINER STAMETS' (..
OIL CONSERVATION DIVISION | |
—ExwerNo._/  Mate of New Mextco

CASENO.__72Z& ‘2 1 —_— | - RECEIVED
' ST Y. S APR 131984
e e e HIDLAND DisTRICT Lawp
E , (::CKTUTuﬂﬁ£X“u?C{.E{J)hﬁ lqaﬂlls
. ALEX J, ARMIJO _ . P. O. BOX 148
COMMISSIONER April 9, 1981 ; SANTA FE, NEW MEXICO 6750}

< ?W’.@Ml) )

Union 0il Company of California
500 North Marienfeld

P, 0. Box 671

Midland, Texas 79702

Re: Proposed Berry State Unit
- . Lea County, New Mexico

ATTENTION: Linda H. Hicks
Gentlemen:

We have_received your letter of April 7, 1981, together with
your prOposed Berry State Unit, Lea County, New Mexico, including
all modifications we asked for in our letter of March 30, 1981. This
form meets the requirements of the Commissioner of Public Lands, there-
fore, we have given you approval as to form and content.

‘When ‘submitting your agreement for final approval the following
are required by this office.

1. Applxcatlon for final approval stating a11 tracts committed
and tracts not commltted

[\

Two executed, copies of the Unit Agreement,

3. Two sets of all ratifications from Lessees of Record
and Working Interecst COwners,

4. One ‘executed copy of the Operating Agreement,
S. Order of the New Mexico 0il Conservation Division.
6. Two copies of Exhibits "A" and “B“

The filing fee in the amount of Flfty ($50.00) Dollars was received
with your letter of March 24, 1981, .

PR

Very truly yours,

ALEX J. ARMIJO
COMMISSI

RAY D Director

AJA/RDG/s 0il and Gas Division

wﬂ b Mo | ) RAH;";{E:?
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__PRODUCING DEPARTMENT

G TEXACO
. UBA,
oy sl LikDbivieon OF TEXACO INO,
‘ P. 0. BOX 3109
MIDLAND, TEXAS 79702

June 1, 1981

41485 - Stete of New Mexico
Lea County, New Mexico

BEFORE EXAMINER STAMETS
" OIL CONSERVATION DIVISION

_EXHIBIT NO. 2.
Mr. Robert Lockhart - NO 2 6T
Union of California CASENO.___ 7

500 N. Marienfeld ‘ Submitted by _ Tt 60 AL,

Midland, Texas 79702

Déar Sir:

Thg following outlines the general” terms of our sublease agreement
to you covering the NW/U Section 13, T-21-S, R-33-E, Lea County,
New Mexico. : i

1. ‘Within 180 days' from the date of the agreement, Union 0il
Company of Californis will commence a well to be located
1,850' FSL and 1,980' FEI, Section 13, T-21-8, R-3U4-E, Lea
County, New Mexico.

2. The sbove well will be drilled to approximately 1&,306"to
test the Morrow formation. , :

3. Texaco Inc. will retain s 1/16 ORR convertible to a 50%
. working interest after payout (reduced proportionately
to our -interest) and will retain a call on productiQpimwwn

Our final approval of the sublease will be subjec
and acceptance of your Operating Agreement.

t to our review

Yours very truly,

E. H. Watkins
Land Manager

LDC~-BH

Hearing Date .

L
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§§ Attention: Mr. Robert V. Lockhart

S
13

l\..~ b

. NATQMJKS ‘ ' . e
mERlC‘X ' L J RN O L 1] G
_[NC i ‘ TN TTTIST LD

June 1, 1981

Union 0il Company of Ca11forn1a
P. 0. ‘Box 671

| Midland, Texas 79702

Re: Berry State Unit
Lea County, New Mexico
State of NM LG-1241
NNA Lease No. 12716
S/2 N/2; S/2 Section 24-215-33E,
Lea County, New Mexico

'{ Gentlemen:

This is to advise that Natomas North America, Inc. elects to farmout
to ‘the proposed unit operating rights under its leasehold in captioned -
tract in accordance with general terms set forth in your letter of January 12,
1981, subject, however, to approval of the Unit Agreement and Unit Operating

52 Agreement; and further provided that should any farmout to the unit afford
. Farmor more advantageous terms than those above referred to, Natomas shall
~ . also enjoy those same terms.

Ver tquy yours

i\ 425‘442245*’(/'ilﬁ_*fé%é%i;r—~“’/’

Ju11an €. Stroud
Division Landman

- JCS:wmt

1010 Gibraltar Savings Center 200 N. Loraine St. Midland, Texas 79701 915+684-8272
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Amoco Production Company (USA)
500 Jefferson Building

0. Box 3092
Houston, Texas 77001

RECEIVED
MAY 8 148

May 5, 1981

‘Re: EA 51744 ,
Berry State Area % @ . )
: Lea County, New Mexico

Union 011 Company of California
P. 0. Box 671 ’
Midland, TX 79702

~ Attention: Ms. Linda H. Hicks

Dear Ms. Hicks:

Pursuant to our recent telephone conversations, please be advised that:
Amoco will participate in the driiling of your Union State "FG" No. 1.
Amoco will also participate in its share of farmouts available.

Enclosed is our Geological Requirements Letter for your further
handling. ‘ L ‘

" Yours very truly,

Chris L. Raper
Land Department

CLR/jms
343/P

Enclosures

by Sy
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Gefty Oil Company - P.O. Box 1231; Midland, Texas 79702 - Telephone (915) 683-6301

Central Exploration and Production Division

March 6, 1981

Union 0il Company of California mmwg
P. 0. Box 671 :
Midland, Texas 79702

Attention: Ms. Linda Hicks

- <

Re: Proposed Berry State Unit
. Lea County, New Mexico

Gentlemen:

Getty 011 ‘Company, at a District level will recommend 301n1ng the
prosposed unit. This recommendation is subject to our Division
Management approval. ;

Please furnlsh this office with an appropriate AFE and Operating
Agreement for our further evaluation.

Yours very truly, -
GETTY OIL COMPANY

Sewtf ﬂ/a//t«:n

Scott D. Tatum

)_SDT/sds

® | ® w

carr—
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a SUPERIOR QIL
March 31, 1981
- - RECEIVED
\ 4 APR 11981
gy - i MIDLARD DISTRICT LAND
Union Oil Company of California
P. O. Box 671
Midland, Texas 79702
: ATTENTION: Ms. Linda Hicks |
Re: #1 State "13-J" ,
Proposed Berry State Unit
2228.32 acres out of
T-21-S, R-33 & 34-E
- Berry Prospect #995
Lea County, New Mexico
Gentlemeri': ,
oo : As discussed on the telephone this date, Subertor"é management
e ? has approved cur joinder in the captioned State Unit, subject, of _
[ course, to mutually acceptable agreements. o C
Please forvﬁard the éontﬁicts to us along with the AFE when
; available.
: - Should you have any questions or desire any additional - .
information regarding this matter, please do not hesitate to contact
me. . ¢
\ Very truly yours,
THE SUPERIOR OIL COMPANY
+ C. R. Prince
CRP:cj
~ ’ Mldland Exploration Division
The SUpprlOl Oll Company P.O. Box 1900, Midland, TX 79702, (915) 683-5251
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UNIT AGREEMENT

FOR THE DEVELOPMENT AND OPERATIONUCMilled by _ A& comy . . . ...

BEFORE EXAMINER STAMETS
CIL CONSEiRVATION DIVISION
EXHIZT NO. D

CastnNo. L2 G2.

OF THE Hearing Date
BERRY STATE oNIf AREA O al e
LEA COUNTY, NEW MEXICO
NO.
THIS AGREEMENT, entered into as of the 27th day of May » '

1981 , 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 oil and gas interestl:‘s'-"in the unit area subject to this agreement; and

. WHEREAS, the Comissioner of Public Lands of the State of New Mexico

is authorized by an Act of the Legislature (Sec. 3, Chap. 88, Laws 1943) as
amended by Dec. 1 of Chapter 162, Laws of 1951 (Chap. 19, Art. 10, Sec. 45,
N. M. Statutes 1978 Annot.), to consent to and approve fhe development orﬁoper-
ation of State Lands under agréenents made by lessees of State Land joi.ﬁtly or
severally with other lessees where such agreements provide for the unit opera-
tion or develop;teht 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 (Sec. 1, Chap. 162), (Laws of 1951,

Cnhap. 19, Art. 1o,ys,'ec. 47, N. M. Statutes 1978 Annotated) to amend with the
japproval of-lessee, evidenced by the lésseg's" execution of such agreement or
otherwise, any oil and gas lease etb:»:acir;g;State Lands so that the length of
the term of said lease may coincide with the term of such agreements for the
wnit operation and development of part or all of any oil or gas pool, fielad,
6r drea; and
| WHEREAS, the Oil Conservation Division of the Energy and Minerals

Department of the State of New Mexico {(hereinafter réferred to as the "Divi-

sion") is authorized by an Act of the Legislature (Chap. 72, Laws 1935, as

~A :

“amended, being Section 70-2-1, st seq., New Mexice Statutes Amnotated, 1978

Compilation) to approve this agreen'ent‘and the conservation provisions here-

of; and
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WHEREAS, the parties hereto hold sufficient interests in the BERRY STATE

Unit Area covering the land hereinafter described to give reasonably effective
control of operations: therein; and '
WHEREAS. it is the purpose of the parties hereto to conserve natural

resources, prevent waste and secure other benefits obtainable through develop~

 ment and operation of the area subject to this agreement under the terms, con-

ditions and limitations herein set forth.

MOW,; 'THEREFORE, in consideration of the premises and the promises

herein contained, the parties hereto commit to this agreement their respective

- interests in the below defmed unit area, and agree severally among memelves

as follows:

1. WNIT ARFA: The following described land is hereby designated

and recognized as constituting the unit area:

Township 21 South, Range 33 East, N.M.P.M.
Section 13: All . =
Section 14: E/2

Section 24: All

Township 21 South, Range 34 Fast, N.M.P.M.
-Section 18: Iots 1, 2, 3, 4, E/2 W/2
Section 19: Iots 1, 2, 3, 4, E/2 W/2

containing 2,228.320 acres, nore or less,-
Lea County, New Mexico.

Ehibit "A" attached hereto is a map showing the wnit area and the
boundanes and 1dent1ty of tracts and leases in sald area to the extent known
to the unit operator. Exhibit "B" af:tached hereto is a schedule showing to
the extent kmwn to the unit opérator the acreage, percentage and kind of own-
ership of oil and gas interests in all lands in the unit area. However,
nothing herein or in said schedule or map shall be construed as a' representa-
tion by any party hereto as to the ownership of any interest other than such
interest or interests as are shown on said.map or schedule as owned by such
party. Exhibits "A" and "B" shall be revised by the unit operator whenever
changes in ownership in the unit area render such revisions necessary or when
recquested by the Commissioner of éublic Lands, hereinafter referred to as
"Commiseioner”, or the Oil Conservation Division, hereinafter referred to as
"Division”.

All land committed to this agreement shall constitute land referred

to herein as "unitized land” or "land subject to this agreement”.
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2. WITIZED SUBSTANCES: All oil, gas, natural gasoline, and

-associated fluid hydrocarbons in any and ail formations of the unitized land

are unitized under the temms of this agreement and herein are called "unitized
substances". (

3. WNIT OPERATOR: UNION OIL COMPANY OF CAU.FOR.\IIA, whose address

is P. 0. Box 3100, Mid.la.nd, ‘Texas 79702, is hereby designated as unit operator
and by signature hereto commits to this agreement all interest in unitized sub-

stances vested in it as set forth in Exhibit "B", and agrees and consents to

nent. and production of wnitized substances as herein provided. Whenever

' referegce is made herein to the unit operator, such reference means the unit -

operator acting in that capacity and not as an’ owner of interests in unitized
substances, and the térm "working interest owner", when used herein, shall in-
clude or refer to unit operatsr as the owner of a working interest when such
an interest is owned by it.,

. 4. RESIGVATION OR REMOVAL OF UNIT OPERATOR: Unit operator shall

have the right to resign at any time but such resignation shall not become
effective until a successof tmit-operator has been selected and approved in
the manner provided for in Section 5 of this agreenent, The resignation of
the unit operator shall not release the unit operator from any liability or
any default by it hereunder occurring p:f:iori' to the effective date of its

Um.t operator may, upon default or failure in the performnce of
its duties or obligations hereunder, be subject to removal by the same per-
centage vote of the owners of working interests determined in like manner as
provided for the selection of a new unit opexator. Such removal shall be
effective upon notice thereof to the Ccmnlssz.oner and the Division.

'Ihe resignation or removal of the un.t operator under this agree~
ment shall not terminate his right, title or interest as the owner of a work-
ing interest or other interest in unitized substances. but upon the resigma-
tion or removal of unit operator becnxm.ng effective, swch unit operator shall
deliver possession of all equipment, materials, and appurtenanoes used in
cohducting the unit operations and owned by the working interest owners to

the new duly qualified successor unit operator, or to the owners thereof if




no swh new unit operator is elected, to ke used for the purpose of conducting

unit operations hereunder. Nothing herein shall be construed as authorizing

- reroval of any material, equipment and appurtenances needed for the preserva-

tion of wells.

5. SUCCESSOR UNIT OPERATOR: Whenever the unit operator shall resign

as unit operator or shall be removed as hereinabove provided, the cwners of the
working interests according to their respective acreage interests in all unitized
land shall by a majority wote select a successor unit operator; provided that, if
a major:‘:.ty but less than seventy—{five percent {75%) of the working interests
qualified to wote is owned by one party to this agreement, & concurring vote of
sufficient additional parties, so as to constitute in the aggregate not less than
seventy-five percent (75%) of the total working interests, shall be required to
select a new operator. Such selection shall not become effective until (a) a
unit operator so selected shall accept in wnt.mg the duties and resmmibiliﬁés
of unit operator, and (b) the selection shall have been approved by the Commis-
sioner. If no successor wnit operator is selected and qualified as herein
provided, the Commissioner at his election, with rotice to the Division, may
declare this unit agreement terminated.

6. ACCOUNTING PROVISIONS: The unit operator shall pay in the first

instance ail costs and expenses incurred in conducting unit operations hereunder,

and swh costs and expenses and the working interest benefits accruing hereunder

shall be apportioned anong the owners of the unitized working interests in

accordance witdi an Gperat.rg agreement entered into by and between the wnit
operator and the owners of such interests, whether one or nore, separatély or
doliectively. Any agreement or agreements entered into between the working
interest owners and the unit operator as provided in this section, whether one
or more, are herein referred to as the "Operating Agreement". No such agreement

shall be deemed either to modify any of the terms and conditions of this wnit

agreement or to relieve the unit operatoi: of any right or obligation established

under this unit agreement and in case of any inconsistencies or conflict between

this wmnit agreement and the operating agreement, this unit agreement shall pre-

vail.

7. RIGHTS AND OBLIGATIONS OF WNIT OPERATOR: Except as otherwise

specifically provided herein, the exclusive right, privilege and duty of exer-

cising any and all rights of the parties hereto which are necessary or convenient

-4



for prospecting for, producing, storing, allocating and distributing the unitized

substances are ﬁerebil delegated to and shall be exercised by the wnit operator as
herein provided. Acceptable evidence of title to said rights shall be deposited
with said unit cperator and, together with this agreement, shall cohstitute and
define the hrights , privileges and obligations of unit operator. Nothing herein,
B however;, shall be construed to transfer title to any land or to any lease or oper-
ating agreement, it being understood that under this agreement the unit operator,
in its caéacity as unit operator; shall exercise the rights of possession and use
vested in the parﬁes hereto only for the pb.tposesvhere,in specified.

& ﬁ 8. DRILLING TO DISCOVERY: The unit operator shall, within sixty (60)

days after the effectiVe date of this agreement, commence. operations upon an

N © adequate test well for oil and gas wpon some part of the lands enbraced within

‘ ' the wnit area and shall driil said well with due diligence to a depth sufficient
L to test the Morrow formation or to such a depth as unitized substances shall be
dxscovered -in paying quantities at a lesser depth or until it shall, in the opin-
ion of unit operator, be determined that the further drilling of said well shall
be unwarranted or j.npracticai:le; provided, however, that unit operator shall not,

in any event, be required to drill said well to a depth in excess of 14,300 feet.

Until a discovery of a deposit of unitized substances capable of,‘being produced

in paying quantltles (to~wits quaﬁtities sufficient to repay the costs of drill-
. ing and producing operations with a réasonable profit) unit operator shail

continue drulmg diiigently‘, one well at a time, allowing not nore than six

‘months between the completion of one well and the beginning of the next well,
until a well capable of producing unitized substances in paying quantities is

completed to the satisfaction of the Commissioner or until it is reasonably proven

“to the satisfaction of the unit operator that the unitized land is ‘incapable of

producing unitized substances in paying quantities in the formation drilled here~

f undor.

,,,,,,,,, PR — ,,nyweucoxmenceapnor totheeffectlvedate of thlsag'reen'ent upon
the wnit area and drilled to the depth provided herein for the drilling of an
initial test well shall be considered as complying with the drilling requirements
hereof with respect to the initial well. The Commissioner may modify the drill-

ing requirements of this section by granting reasonable extensions of time when
in his opinion such action is wa rranted. Upon faiini':é to comly with the drill-
ing provisions of this article the Commissioner rray; after reasonable notice to

the unit operator and each working interest owner, lessee and lessor at their
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last known addresses, declare’ this unit agreement terminated, and all rights,
privileges and obligatioris granted and assumed by this unit agreexrent shall.
cease and terminate as of such date.

9. OBLIGATIONS OF UNIT CPERATOR AFTER DISCOVERY OF UNITIZED SUBSTANCES:

Should unitized substances in paying quantities be discovered upon the

unit area, the wnit operator shall on or hefore six ronths from the time of the

completion of the initial discovery well and within thirty days after the expira-
tion of each twelve months period thereafter, file a report with the Comuissioner

and Division of the status of the development of the unit area and the development

- contemplated for the following twelve months period.

It is understood that one of the main considerations for the approval of
this agreement-by the Commissioner of Public Lands is to secure the orderly develop~
ment of the wnitized lands in accordance with good conservation practices so as to
Obtain the greatest ultimate recovery of unitized ‘substances.

After discovery of unitized substances in paying guantities, unit cper-
ator shall proceed with diligence to reasonably develop the unitized area as a
reasonably prudent operator would develop such area under the same or similar
cifcumstances. ' |

If the unit Aoperator should“fail to comply with the above covenant for
reasonable development this agreement may be texrminated by the Commissidner as to
all lands of the State of New Mexico embracing undeveloped regular well spacing
or prorétion units, but in such event the basis of participation by the working
interest owners shall remain the sam-s’ as if this agreement had not been terminated
as to such lands; provided, however, the Commissioner shall give notice to the unit
operator and the lessees of record (in the manner prescribed by Sec. 19-10~20 N.M.
Statutes 1978 Annotated) of intention to cancel on account of any alleged breach of
said covenant for reasonable development and an§ decision entered therémxder shall
be subject to appeal (in the manner prescribed by Sec. 19-10-23 N.M. Statutes 1978
Annotated) and, provided further, in any event the unit operator shall be given a

reasonable opporttmlty after a final determination within which to remedy any

default, failing in which this agreement shall be terminated as to all lands of the

State of New Mexico étrbracing undeveloped regular well spacing or proration wnits.
Notwithstanding any of the provisions of this Agreement to the contrary,

all undeveloped regular well spacing or proration unit tracts within the unit

‘boundaries embracing lands of the St:ate of New Mexico shall be automatically elim-

inated from this Agreement and shall ro ionger be a part of the unit or be further

-6~



i h Y b At e <

e b Yt ey 20

v et

subject to the terms of this Agreement unless at the expiration of five vears

after the first day of the month following the effective date of this Agreement

diligent drilling operations are in pxdgress on said tracts.

10. PARTICIPATION AFTER DISQUVERY. Upon oconpletion of a well capable

of producing unitized substances in paying quantities,‘ the owners of working
interests shall participata in the production therefrom and in all other produc-
ing wells which may ‘be drilled pursuant hereto in the proportions that their
respective leasehold interests covered hereby on an acreage basis bears to the
total mmi:er of 'ac'r#eS committed to this unit agreement, and such wnitized sub-
stances shall be deemed to have been produced from the respective leasehold

interes;ts participating therein. For the purpose of determining any benefits

"eccrui_ng mider this agreement and the distribution of the royalties payable to

the State of New Mexico and other lessors, each separate lease shall have allo-

cated to it such percentage of said production as the number of acres in each

. lease respectively committed to this agreement bears to the total number of

acres committed hereto.
Notwithstanding any provisions contained herein to the contrary, each

working interest owner shall have the right to take such owner's proportionate

share of the unitized substances in kind or to personally sell or dispose of

‘the same, and nothing herein contained shall be construed as giving or granting

to the unit cperator the right to sell or other#rise dispose of tle proportion-
ate share of any working interest owner without specific authorization from time
to time so to do.

11. ALLOCATION OF PRODUCTION: All unitized substances produced from

each tract in the unitized area established under this agreement, except any
part thereof Husec‘.‘. for production or development purposes hereurder, or unavoid-
ably lost, shall be deemed to be produced equally on an acreage basis from the
several tracts of the unitized land, and for the purpose of determining any
benefits that accrue on an acreage basis, each such tract shall have allocated

‘to it such percentage of said production as its area bears to the entire unitized

area. It is hereby agreed that production of unitized substances from the unit—»
ized area shall be allocated as provided herein, regardless of whether any wells
are drilled on any particular tracts of said unitized area.

12. PAYMENT OF RENTALS, ROYALTIES AND OVERRIDING ROYALTIES:

All rentals due the State of New Mexioo shall be paid by the respective

lease owners in accordance with the terms of their leases.

-7
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All royalties dL:B to the State of New Mexico under the terms of the
leases committed to this agreement ‘shall be computed and paid on thé basis of
all unitized substances allocated to the respective leases committed hereto;
provided, however, the State shall be entitled to take in kind its share of
the ":.mitized égbstances allocated to the respective leases, and ‘in such case
\the wnit operator shall make deliveries of such royalty oil in acoordénce with
the fems of the respective leases.

All rentals, if any, due under any leases eémbracing lands other than
the State of New Mexico, shall be paid by the respective iease owners in accoxd- »
ance with the temms Qf their leases and all royalties due under the temms of any
such leases shall beA paid on the basis of all unitized substances allocated to
the respective leases committed hereto.

" If the unit operator J.ntmduces gas obtained from sources other than the

unitized substances into any producing formation for the pufpose of repressuring,

stimulating or increasing the ultimate recovery of unitized substances therefrom,

a like am:unt of gas, if available, wiﬁh‘due allowance for loss or depletion from
any cause may be withdrawn from the formation into which the gas was introduced
royalty free as to dry gas but not as to the products extracted therefrom; pro-
vidad, that such withdrawal shall be at such tJJre as may be prov'ided‘ in a pian of
operation consented to by the Commissioner and approved by the Division as con-
forming to good petroleum engineering practice; and provided further that such
right of withdrawal shail terminate on the temmination of this wunit agreement.

If any lease committed hereto is burdsned with an overriding royalty,
payment out of production or other charge in addition to the usual royalty, the
owner of each such lease shall bear and assume the same out of the unitized sub-~
stances allocated to the lands embraced in each such lease as provided herein.

13. LEASES AND CONTRACTS CONFORMED AND EXTENDED INSOFAR AS THEY APPLY

TO LANDS WITHIN THE UNITIZED AREA: The temms, conditions and provisions of all

leases,. subleases,""'operatinQ"égféékéﬁté and éthex; contracts relating to the explor-

ation, drilling, development or operation for oil or gas of the lands committed to
this agreement shall, as of the effective date hereof, be and the same are hereby
expressly modified and amended J_nsofar as they apply to lands within the unitized
area to the extent necessary to make the same conform to the provisions hereof and
so that the respective terms of said leases and agreements will be extended inso-

far as necessary to coincide with the term of this agreement and the approval of
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this agreement by the Commissioner and the respective lessors and lessees shall be

effective to conform the provisions and extend the temms of each such leabe as to

lands within the unitized area to the provisions and terms of this agreenent, but
otherwise to remain in full force and effect. Each lease committed to this agree-
ment, insofar as it applies to lands within the wnitized area,:. shall continuve in

force beyond the term pro\}ided therein as long as this agreement remains in effect,

,prowded drilling operat_lons upon the initial test well provided for he:rem shall

have been commenced or said well is in the process of being drilled by the unit
operator prior to the expiration of the shortest term lease committed to this
agreement. Termination of this agreemefit shall not affect any lease Wthh pursuant
to the terms thereof or any applicable laws would continue in full force and effect

thereafter.  The commencement, completion, continued operation or production on

_each of the leasehold interests committed to this agreement and operations.or pro-

ductlon pursuant to this agreement shall be deemed to be operations upon and produc—
tion from each leasehold interest committed hereto and there shall ke no obligation
on the part of the unit operator or any of the owners of the respective leasehold

interests committed hereto to drill offsets to wells as between the leasehold

) < . X ! :
interests committed to this agreement, except as provided in Section 9 hereof.

Any lease embracing lands of the State of New Mexico of which only a
portion is committed hereto shall be segregated as to the portion committed and
as to the portion not committed and the terms of such leases shall apply separately
as two separate leases as to such segregated portions, ‘commencing as of the effec~
tive date hereof. Notwithstanding any of the provisions of this agreement to the
coentrary, any lease eunracmg lands of the State of New Mex1co having only a
portion of its landsioomnltted hereto sha.ll ‘continue in full force and effect
beyond the term provided therein as to all lands embraced within the nitized area
and committed to this agreement, in accordance with the terms of this e.greenent.

If oil and gas, or either of them, are discovered and are being produced in paying

/wtities, from some part of the lands enbraced in'such lease which part is com-

‘mitted to this agreement at the'expiration of the secondar.y term of suwh lea‘se,

such production shall not be considered as production from lands enbraced in such
lease which are not within the unitized area, and which are not committed thereto,

and drilling or reworking operations upon some part of the lands enbraced within

.the unitized area and committed to this agreement shall be considered as drilling




and reworking operations only as to lands embraced within the wnit agreement and not
as toilands enbraced within the lease and not comitted to this unit agreement; pro-
vided, however, as to any lease embracing lands of the State of New Mexico havmg
only a portion of its lands committed hereto wpon which oil and gas, or either of
them, has been discovered is disocovered upon that portion of such lands not committed

to this agreement, and are being produced in paying quantities prior to the expira- -

‘tion of the primary term of such lease, such production in paying quantities shall

serve to continue such lease m full force and effect in accordance with its terms
as to all of the lands embraced in said lease.

14. CONSERVATION. Operations hereunder and production of wuritized

substances shal; be conducted to provide ‘for the nost ecornomical and efficient

recovery of said substances without waste, as defined by or pursuant to State laws

‘or rogulatz.ons .

15. DRAINA(E In the eVent‘a well or wells producing oil or gas in

paying quantities should be brought in on land adjacent to the unit area draining

‘unitized substances from the lands embraced therein, unit operator shall driil

such offset well or wells as a reasonably prudent operator would drill under the

same or similar circumstances.

16. COVENANTS RIN WITH LAND: The covenants herein shall be construed

to be covenants runnmgmththelandmthrespecttothemte.restsofthepartles

hereto and their successors in interest: unt:.l this agreement terminates, and any

. grant, transfer or conveyarx:e of interest in land or leases subject hereto shall

be and hereby is conditioned upon the assunption of all privileges and obligations
hereunder to the grantee, transferee or other successor in interest. No assign-
ment or transfer‘of any mrking, royalty, or cother interest subject hereto shall
be bmdmg upon unit operator until the first day of the calendar nonth after the
un“it operator is furnished with the original, photostatic, or certified copy of
the instrument of transfer. |

17__,,' EFFECI‘IVE DATE AND TERM Th.lS agreenent shall ‘become effective

” Vupon app Jval by the Oonmssxoner and the Division and shall bermnate in two

years after such date: unless (a) such date of explratlon is extended by the
Catmissionér, or (b) a valuablé discovery of unitized substahces has been made
on witized land during said initial term or any extension thereof in which case
this agreement shall remain in effect so long as unitizéd substances are being

produced in paying quantities from the unitized land and, should production cease,

~10-
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so long thereafter as diligent operations are in progress for the restoratiqn of
prcduction or discovery of new production and so iong thereafter as the unitized
substances so discovered are being produced as aforesaid. This agreement may be
terminated at any time by not less than seventy-;five percent (75%) on an acreage
basis of the owners of the working interests, signatoxy hereto, with the approval
of the Commissioner and with notice to Division. Likewise, the failure to comply
with the drilling requirements of Section 8 hereof, may subject this agreement to
termination as provided in said section.

18. RATE OF PRODUCTION: All production and the disposal thereof shall

be in conformity with allocations, allotments, and quotas made or fixed by the
Commission, and in conformity with all applicable laws and lawful regulations.
19 APPEARANCES. Unit Operator shall, after notice to other parties

affected, have the rlght to appear for and on behalf of any and all interests

. affected hereby, before the Ccmm.ssmner of Public Lands and the Division, and

to appeal from orders issued under the regulations of the Commissioner or Divi-
sion, or to apply for relief from any of said reguiations or in any proceedings
on its owa behalf revlative’ t0 operations pending before the Commissioner or
Division; provided, however, that any other interest party shall also have the
right at his own expense to'appear and to participate in any such proceeding.
io. NOTICES. All notices, demands, or statements required hereunder

‘to bef“'ijiven or rendered to the parties hereto shall be deemed fully given, if

given in writing and sent by postpaid registered mail addressed to such party or

parties at their respective addresses set forth in connection with the signatures

hereto or to the ratification or consent hereof, or to such other address as any

such party may have furnished in writing to party sending the notice, demand, or

-statement.

21, UAVOIDABLE DEIAY: All obligations under this agreement requiring

the unit operator to commence or continue drilling or to operate on or produce

1

(Dm

unitized substances from any of th
suspended while, but only so long as, the unit operator, despite‘ the exercise of
due care and qtligence, is prevented from complying wvth such obligations, in

whole or in pal( by strikes, waxr, act of God, . I-ederal, State, or mmicipal law |

or agencies, unavoidable accidents, uncontrollable delays in transportation, in-

“ability to obtain neceésazy mat:eriaia in‘open market, oc other matters beyond the

reasonable control of the unit operator, whether siwilar to matters herein

“enumarxated or not.




22. I10SS OF TITLE: In the event title to any tract of unitized land

or substantial interest thereir; shall fail, and the true owner cannot be induced
to join the unit agreement so that such tract is not committed to this agreement,
or the operation thereof hereunder becames impracticable as a result thereof,

such tract may be eliminated from the unitized area, and the interest of the
parties readjusted as a result of such tract being eliminated from the unitized
area. In the event of a dispute as to the title to-any royalty, working, or other
interest subject hereto, the unit operator may withhold payment or delivery of the
allocated portion of the unitized substances involved on account thereof, without
liability for interest until the dispute is finally settled, provided that no
payments of funds due the State '_of New MéxiOO sitall be withheld. Unit’operator,

as such, is relieved from any responsibility for any défect or failure of any

‘
~-title herounder,

LW L R 4 N AN "

23. SUBSEQUENT JOINDER. Any oil or gas interest in lands within the
unit area mot committed hereto, prior to the submission of the agreement for
final approval by the Cormissioner and ‘the Division, may be ccmmitted hereto by
the owner or owners of such rights, subscribing or consenting to this agreement,
or execut:.ng a ratification thereof, and if such owner is also a working interest
omer-, by subscribing to the opemﬁng ;a'greezrentv providing for the ailocation of
costs of exploration, development, and operation. A subsequent joinder shall be
effective as of the first day of the month following the approval by the Commis-
sioner and the filing with the Divisicn of duly executed counterparts of the
instrument or instrurents comitting the interest of such owner tc this agreement,
but such joining varty or parties, before participating in any benefits hereunder,
shall be required to assume and pay to unit operator, their proportionate share ofk»’
the unit expenses incurred prior to such party's or parties' joinder in the unit
agreement, and the dru'.t operator shall make appropriate édjustments caused by such
joinder, without ény retroactive adjustment or revenue.
"""" 24, QOUNTERPARTS:  This-agreement may be escuted in any number of coun-
terparts, no one of which needs to be executed by all parties, or may be ratified
or consented to by separate instrument in writing specifically referring hereto,
and shall be binding upon all those parties who have executed such a cownterpart,

‘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

-12-
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all other parties owning or claiming an interest in the lands within the above
described unit area.
IN WITNESS WHEREOF, the tndersigned parties hereto have caused this agree-

ment to be executed as of the respective dates set forth opposite their signatures.

UNIT OPERATOR AND WORKING INTEREST CWNER

UNION OIL QOMPANY OF CALIFORNIA

By M%ﬂ’/’/ P

v Attomey-ln-Fact

Date: le}\ 3919

STATE OF TEXAS, X
: X
COUNTY OF MIDLAND. X
The foregoing instrurent was ack'rbwlsy.iged hefore me this ,;17”/ day -

of  Fre |, 1981, by JOHN HANSEN .

Attorney-in-Fact of UNION OIL COMPANY OF CALIFORNIA, a California corporation,

on behalf of said corporation.

IN WITNESS WHEREQOF, I have hereunto set my hand and affixed my official

‘:se_al the day and year above written.

My C@rmission Expires:
Gf,.q‘,.'/' 03 [§ges

Notary Public the AFadts g Do,

-]3~

W= . LORRETTA C. HYATT
Q{bw”,’éi/iaﬂ C .- )/;fo»#“*
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(D TRACT NUMBER - EXHIBIT "B"

EXHIBIT "A'
BERRY STATE UNIT

‘LEA COUNTY, NEW MEXICO

[ $000 FEET
] ) MILE

2\

OF STATE LANDS - 2228.32 Ac. -




Exhibit B -- Berry State Unit, Lea County, New Mexico, T-21-S, R-33 & 34-E

" Basic Royalty ' Lessee Overriding r
Description of Number of Ser. No. ‘& Exp. .. and of Royalty and ,
Land . Acres Date of Lease Ownership Percentage Record Percentage

_ STATE LANDS

Sec. 18, T-21-S, .R-34-E ' L ! '

Lots 1,2, E/2Nu/4 156.87 B-158-3 1/8 (12.5%) Texaco, Inc. None B
- HB.P. , ¢ '

See. 19,

i3, T-2i-§, R-34-E o ' ' - - -
Lots 1,2,3,4, E/2u/2 314.44 1-6679 1/8 (12.5%) Union 011 Company None - , u

’ 10-1-81 . of California _ ;04
3 Sec. 14, T-21-§, R-33-E 3 S 1
W/2E/2 o ; 160.00 LG-1239 1/8 (12.5%) Getty 0il Company None ' .CJ
* 7-1-83 | Rt
4 ‘Sec..24, T-21-S, R-33-E A - o ‘ o
S/2N/2, S/2 . ’ 480.00 ' LG-1241 ‘ 1/8 (12.5%) Natomas North None  Na
‘ . 7-1-83 America, Inc. . An

5 Sec. 18, T-21-S, R-34-E | _ . _ |
Lots 3,4, E/2SW/4 157.01 LG-1374 1/8 (12.5%) : Amoco Production " Nome .. L A
) . ’ 16-1-83 : ‘ Company . G
6 Sec. 13, T-21-§, R-33-E i , ' -
. All - : ‘ 640.00 LG-3427 1/8 (12.5%) Unton 01l Company None . - - = U
5 ¢ , » 3-1-86 : ) of California - o
7 Sec, 24, T-21-S, R-33-E B S N , o .
ELTE 160.00 LG-3428 178 {(12.5%) Union 0il Company None T L Ur
3-1-86 ‘ of California <. of

8 Sec. 14, T-21-S, R-33-E - - o
E/2E/2 , 160.00 LG-3493 1/8 (12.5%) The Superior 011 - None Tl
: . 4-1-86 Company : . v .Ca
8 STATE TRACTS 2,228.32 ACRES OR 100% OF UNIT AREA.




kxhibit B -- Berry State Unlt,

ey e

unber of Ser. No. & Exp.

et

Lea County, New Mexico,

Basic Royalty
and

owncership Percentage

[ e

Acres pDate of Lease
156 .87 B-158-3
T HleuP
A4 :hb L6679
- 10-1-81 ’
g
; .
160.00 L.C-1239
; 7-1-83
E'aao;OO» 1G-1241
AT '7-1-83
157.01 LG-1374
o 10-1-83
640.00 LG-3427
o . 3",1536
" .
b 160.00 LG-3428
3-1-86
160,00 LG-3493
t 4-1-86

' .
bRES OR 100% OF UNIT AREA,

STATE LANDS

1/8 (12.5%)

1/8 (12.5%)
1/8 (12.5%)
}/g (12.5%)
1/8 (12'52) 1
1/8 (12.5%)

1/8 (12.5%)

e et e

BUXCE N

l.essee
of
Record

Pexaco, Inc.

Union 0il Company
of California

Getty 01l Company

Natomas North
America, Inc.

Amoco Production
Company

Union 01l Company .

of California

Union 01l Company
"of Califormia

The Superior 01l
© Company »

1-21-S, R-33 & 34-E

Overriding

e

e e e e

Royalty and

Percentage

e

None

None

Hone

None

None

None

None

Working Interest
and Percentage

~ Texaco, Inc.

of California 160%

100%

Union 0il Company’

Gettry 0il Company:
100%

Natomas North
America, Inc. 1007

~

Amnco,Prqduccion
Company 1007

Union 0Oil Company
of California 100%

Union 0il Company
of California 100%

The Superior Oil
Company 100%
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Bexry Prospect
CVH/m) - 4/29/81
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OPERATING AGREEMENT
THIS AGREEMENT, entered into this__27th _ day of May , 1981 __ between
- UNTION OTT, COMPANY QF CATYFOBNTA .
hereafter designated as “Operator”, and the signatory parties other than Operator. '
WITNESSETH, THAT:

WHEREAS, the parties to this agreement are owners 6f oil and gas> leases covering and, if so indicated,

N unleased mineral interests in the tracts of land described in Exhibit “A”, and all parties have reached-an
i ~._:-". I agreement to explore and develop these leases and interests for oil and gas to the extent and as hereinafter
provided;

NOW, THEREFORE, it is agreed as follows:
1. DEFINITIONS

Tes { As used in this agreement, the following words and terms shall have the meanings here ascribed to

-

them. , .
" (1) The words “party” énd “parties” shall aiways mean a party, or parties, to this agreement.
-'J~--r_~ . (2) The parties to this agreement shall always be referred o as “it” or “they”, whether the parties be cor-
h porate bodies, partnerships,iassociatiox'qs', or persons real.
(3) The term *oil and gas” shall include oil, gas, casinghead gas, gas condensate, and all other llqmd or gase-
Tous nyu.u«.dx wna, vunxebs ‘an’intent 1o limit the inciusiveness of this term is Specnlcally s;ateu )
. ) & (4) The term “oit and gas interests” shall mean unleased fee and mineral interests in tracts of land lying

thhm the Unit Areaz which are éwned by parties to this agreement.

PR e

(5) The" zerm “Unit Area” shall refer to and include all of the lands, oil and gas leasehold interests and oil
and gas interests intended to be developed and operated for oil and gas purposes under this agreement.
.Such lands, oil and gas leasehold interests and oil and gas interests are described in Exhibit-“A".

(6) The term “drilling unit” shall mean the area fixed for the drilling of one 'well by order or rule of any
state or federal body having authoriiy. If a dri!ling‘unit is noi fixed by any such rule or order, a drilling
unit shali be the drilling unit as established by the pattern of drilling in the Unit Area or as fixed by ex-

press agreemeiit of the parties.

. (7) All exhibits attached to this agreement are made a part of the cpntraét as fully as though copied in full
in the contract.

(8) The words “equipment” and “materials” as used here are synonymous and shall mean and include all
oil field supplies and personal property acquired for use in the Unit Area.

2. TITLE EXAMINATION, LOSS OF LEASES AND OIL AND GAS INTERESTS
A, Title Examination: '

kb e e S 2 Yo Mt

By execution hereof, the partied hereto accept the title to the drillsite lease
on which the well provided for in Section 7 is to be drilled.

No well other than the first test shall be drilled in the Unit Area until after:
(1) The title to the drillsite lease has been examined by
Operator's attorney, and
(2) The title has been approved by the examining attorney
or the title has been accepted by all the parties who
are to part1c19ate in the drxllxng of the well,

b e o ey

Costs incurred by Operator in procurlng abstracts and fees paid out51de attorneys
“for title examination (1nclud1ng ‘preliminary, supplemental; shut=in gas royalty
‘opinions and division order title opinions) shall be borne by the Drilling Parties
in the proportion that the interest of each Drilling Party bears to the total
interest of all Drilling Parties as such intexests appear in Exhibit "A". Operator
shall make no charge for services rendered by its staff attorneys or other personnel
in the performance of the above functions.

R -

“Individual Loss”
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drillsite first selected, so also with successive choices if the time comes that the parties have-Tot approveh
title and are unable to agree upon an alternate drillsite, the contract shall, jn4hatTase and at that time, come
to an end and all parties shall forfeit their rights and be reljeved ST obligations under this contract.

No well other than the first test shgll-we-dfilled in the Unit Avea until after (1) the title to the lease
covering the lands upon which-ea®h well is to be located has been examined by Operator’s attorney, and (2)
the title has bee approved by the examining attorney and the title has been accepted by all of the parties
B. Faliure of 'l‘lt:le: ,

Should any oil and gas lease, or interest- therein, be lost through failure of title, this agreement shall,
nevertheless, continue in force as to all remaining leases and interests, and

(1) The party‘ whose leass or interest is affected by the title failure shall bear alone the entire loss and it
shall not be ehtitled to recover from Operator or the other parties any development or operatirg costs
which it may have theretofore paid, but ‘ihere shall be nho monéta‘ry liability ofi its part to the other par-
ties hereto by reason of such title failure; émd

(2) There shall be no retroactive adjustment of expenses ificurred or revenues received from the operation
of the interest which has been lost, but the interests of the parties shall be revised on an acreage basis,
as of the time it is determined finally that title faiture has occurred, so that the interest of the party
whose lease or interest is affected by the title failure will thereafter be. reduced in the Umt Area hy-the

"amount of the interest lost; and )

(3) If the proportlonate interests of the other parties hereto in any producing well theretofore drilled on
the Unit Area is increased by reason of the title failure, the party whose title has failed shail receive
tﬁe/ proceeds attributable to the increase in such interests (less operating costs attributable theret&)
until it has been reimbursed for unrécovered costs paid by it in'connecti‘on with such well; and

(4) Should any person not a party to this agreement, who is determined to be the owner of any interest in
the title which has failed, pay in any manner’ any part of the cost of operation, development, or equip-
ment, or equipment previously paid under this agreement, such amount shall be proportionately paid to
the party or parties 'her’eto who in the first instance paid the costs which are so refunded; and

(5) Any lability to azcount to a third party for prior production of oil and gas which arises by reason of
title failure shaﬂ be borne by the party or parties whose title failed in the samé prdiiortions in which
they shared in such prior production.

C, Loss ef Leases for Causes Other Than Title Failure:

If any lease or interest subject to'this agreement be lost through fallure to develop or because express
or implied covenants have not been.performed, or if any lease be permitted to expire at the end of its primary
term and not be renewed of exiended, or if any leasé or interest therein {s lost due to the'f'aci that the produe-
tion therefrom is shut in by reason of lack of market, the loss shall not be considered a failure of title and all
such losses shall be joint losses énd shall be borne by all parties in proportion to their intérests and there shall
be no read]ustment of interests in the Unit Area. B

3%&5&&9—9&%—6&5—:%

be subJect to all vxsxons of thls agreement relatmg to lessees, {o the extent that it owns the lessee

4, INTERESTS OF PARTIES
Exhibit “:A” lists all of the parties, and their recpective percentage or fractional interests under this
agreement. Unless changed by other provisions, all costs and liabilities incurred in operations under this con-
tract shall be borne and paid, and all equipment and material acquired in operations on the Unit Area shall be
owned, by the parties as their interests are given in Exhibit “A”, All production of oil and gas from the Unit
Area, subject to the payment of lessor’s royalties, shall also be owned by the parties in the same manner.
—_—0

“Individual Loss"
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If the interest of any party in any oil and gas lease covered by this agreement is subject to an overndmg

-ei
royalty, production payment, or other charge over and above the usual unaangtgg (18) royalty, such party shall
assume and alone bear all such excess obligations and shall account for them to the owners thereof out of its

share of the working interest production of the Uﬁit Area.

5. OPERATOR OF UNIT
UNTION OIL COMPANY OF CALIFORNIA

the Unit Area, and shall conduct atid direct and have full control of all operations on the Unit Area as per-
mitted and required by, and within the limits of, this agreement. It shall conduct all such operations in a good
and workmailike manner, but it shall have no liability as Operator to the other parties for losses sustained,

or liabilities incurred, except such as may result from gross negligence or from breach of the provisions of

this agreement.
6. EMPLOYEES

The number of employees and their selection, and the hours of labor and the compensatlon for services”
performed shall be determined by Operator. All employees shall be the employees of Operator.

7. TEST WELL
On or before the__30th__ day of ___Septembexr 1981 Operator shall commence the drill-

ing of a well for oil and gas in the following location:

1980' FSL & 1980' FEL Section 13, Township 21 South,
_Range 33 East, Lea County, New Mexico,

and shall thereafter continue the drilling of the well with due diligence to a depth of 14,300 feet,
or to a depth sufficient to test the Morrow formation,

- unless granite or other practically impenetrable substance is encountered at a lesser depthor unless all parties

agree to complete the well at a lesser depth, .
Operator shall make reasonable tests of all formations encountered during drilling which give indica-
tion of containing oil and gas in quantities sufficient to test, unless this agreement shall be limited in its ap-

plication to a specific formatiori or formations, in which event Operator shall be required to test only the

- formation or formations to which this ‘agreement may apply.

(If in Operator’s judgment the well will not produce cil or gas in paying quantities, and it wishes to
plug and abandon the test as a dry hole, it shall first secure the consent of all parties to the plugging, and the

well shall then be plugged and abandoned as promptly as possible.

8. COSTS AND EXPENSES
Except as herein otherwise specifically provided, Operator shall pror‘hpt)y pay and discharge ali costs
and expenses incurred in the development and operation of the Unit Area pursuant to this agreement and shall
charge each of the Aparties hereto with their respectivé proportionate shares upon the cost and expense basis
provided in the Accounting Procedure attached hereto and marked Exﬁibit “C”. I{ any provision of Ex-
hibit “C” should be inconsistent with any pfovision contained in the body of this agreement, the provisions in

the body of this agreement shall prevail.

Operator, at its election, shall have the right from time to time to demand and redelve from the other

operations héreunder during the next succeggiing month, which right may be exercised only by submission to.

each such party of an itemized statement of such estimated costs, together with an invoice for its share there-
of. Each such statement and invoice for the payment in advance of estimated costs shall be submitted on or
befere the 20th day of the next preceding month, Each party shall pay to Operator its proportionate share of
such estimate within fifteen (15) days after such estimate and invoice is received. If any party fails to pay its

share of said estimate within said time, the amount due shall bear mterest at the rate of%m&é&? t 1(12%)

annum until paid. Proper adjustment shall be made monthly between advances and actual cost, to the end

that each party shall bear and pay its proportionate share of actual costs incurred, and no more.

.
Revised 1967
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. 9. OPERATOR’'S LIEN
Operator is given a first and prefefred lien on the interest of each party covered by this contract, and
in each party’'s interest in oil and gas produced and the procee&s thereof, and upon each party’s interest in ma-
terial and equipment, to secure the payment of all sums due from each such party to Operator.
In the event any party fails to pay any amount owing by ii to Operator as its share of such costs and
expense or such advance estimate within the time limited for payment thereof, Operator, without prejudice to
other existing remedies, is authorized, at its election, to collect from the purchaser or purchasers of oil or gas, )
" the proceeds accruing to the working interest or interests in the Unit Area of the delinquent party up to the ) .
amount owing by such party, and each purchaser of oil or gas is authorized to rely upon Operator’s statement
as to the amount owing by such party.

In the event of the neglect or failure of any non-operating party to pi-omptly pay its proportionate part

of the cost and expense of development and operation when due, the other non-operating parties and Operator,
within thirty (30) days aftér the rendition of statements therefor by Operator, shall proportionately contribute

to the payment of such delinquent indebtedness and the non-operating parties so contributing shall be entitled

to the same lien rights as are gfanted.to Operator in this section. Upon the payment by such delirquent or
defaulting party to Operator of any amount or amounts or; such delinquent indebtedhess, or upon any reéovei-y ‘

on behalf of the non-operating parties under the lien conferred above, the amount or amounts so paid or re-
covered shall be distributed and paid by Operator to the other non-operating parties and Operator propor- /
tionately in accordance with the céntrib{nio‘nf, theretofore made by them.

10. TERM OF AGREEMENT

This agreement shall become effective on the date”and at the time that the Berry State
Unit Agreement becomes effective, and shall remain in effect for so long thereafter as

the Unit Agreement is in effect. 1In the event of termination of the Unit Agreement for
any reason as to all or any part of the land now or hereafter included in the Unit Area,
this agreement shall continue in full force and effect with respect t6 any land as to
which the Unit Agreement terminatés which is included in any drilling unit or proration
unit for any unabandoned well which has been drilled or commenced pursuant to this
agreement, and as long thereafter as oil and gas, or either of them, is produced from

the Unit Avea, or any part thereof, or as long as producing, drilling or reworking
operations are conducted thereon with no cessation of more than sixty (60) consecutive
days, or as long as any lease committed to the Unit remaxns in effect by the payment “
of shut-in gas royalties on a gas well situated uyon ‘“the Uriit Area or any portion ’
thereof. '

11. LIMITATION ON EXPENDITURES
Wiihoui the consent of all parties: (a) No well shall be drilled on the ﬁnit Area except any well ex-
pressly provided for in this agreement and except ariy well drilled pursuant to the provisions of Section 12
of this agreement, it being understood that the consent to the’ drillihg of a well shall inélude consent to all
necessary expenditures in the drilling, testing, completing, and equipping of the well, including necessary
tahkage; (b) No well shall be reworked, plugged back or deepened except a well rewerked, plugged back or
deepened pursuant to the provisions of Section 12 of this agreement, it being understood that the consent to
the reworking, plugging back or deepening of a well shall include consent to all necessary expenditures in
eonducting such operations and completmg and equxppmg of said well to produce, including necessary tank- "
. "aze _(c) Oparator ‘skall ‘not undertake any éhg}eprajeetf onavly “esiimated to require an expendnture in -
excess of ‘I’wenty Thousand & No[lOO--—-'-"-'-'--'-"""---"_j ---------- Dollars (¢20.000.00---

except in connectxon with a well the drilling, reworking, deepening, or plugging back of which has been pre-
viously authorized by or pursuant to this agreement; provided, however, that in vase of explosion, fire, flood,
or other sudden emergenc&, whether of the same or different nature, Operator may take such steps and incur
such expenses as in its opinion are required to deal with the emergency and to safeguard life and property,
but Operator shall, as promptly as possible, report the emergency to the other parties. Operator shall, upon
request, furnish copies of its *“Authority for Expenditures® for any single project costing in ex~-
cess of $.20,000.00--
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12. OPERATIONS BY LESS THAN ALL PARTIES

It all the parties cannot mutually agree upon the drilling of any well on the Unit Area other than the
test well provided for in Section 7, or upon the reworking, deepening or plugging back of a dry hole drilled

at the joint expense of all parties or a well Jomtly owned by all the parties and not then producing in paying

quanutles on the Unit Area, any party or parties wishing to drill, rework, deepen or plug back such a well

may give the other parties written notice of the proposed operation, specifying the work to be performed,
the'!geation, proposed depth, objective formation and the es{imated cost of the operation. The parties receiv-
ing suen‘:‘notice shall have thirty (30) days (except as to reworking, plugging beck or drilling deeper, where
a drilling rig is on location, the period shall be limited to forty-eight (48) hours exclusive of Saturday or Sun-
or legal holidays)

day / after receipt of the notice within which to notify the parties wishing to do the work whether they elect
to participate in the cost of the proposed operation. Failure of a party receiving such a notice to so reply to
it within the period above fixed shall constitute an election by that party not to participate in the cost of the
proposed operation.

If any party Eeceiving such a notice elects not to participate in the proposed operation (such party or
pirties being hereafter referred to as “Non-Consenting Party”), then in order to be e’_ntitled to the benefits
of this section, the party or parties gi\}ing the notice and such other parties as shall elect to participate in'the
operation (all such partieé being hereafter referred to as the “Consenting Parlies”) shall, within thirty (30)

days after the expiration of the notice period of thirty (50) days (or as promptly as possible after the expir-

“ation of the 48- hour perlod where the drilling ng is on’lecation, as the case may Dé) aciuaily commeiice work

on the proposed operatlon and complete it with due diligence,

The entire cost and risk of conducting such operations shall be borne by ‘the Consenting Parties in the
propor'tions that their respective interests as shown in Exhibit “A” bear to the total interests of all Consenting
Parties. Consentmg Parties shall keep the leasehold estates involved in such operations free and clear of all
liens and encumbrances of every kind created by or arising from the operations of the Consenhng Parties. If
such an operat»xon results in a dry hole, the Consennng Parties shall plug and abandon lhe well at their sole
cost, risk and éxpense. If any well drilled, reworked, deepened or plugged back under the provisions of this
section results in a producer of oil and/or gas in payiné"‘(}uantities, the Censenting‘Parties shall complete and
equip the we]l to produce at their sole cost and risk, and the well shall then be turned over to Operator and
shall be operated by it ‘at the expense and for the account of the Consenhng Parties. Upon commencement of

operations for the drilling, reworking, deépening or plugging back of any such well by Consenting Parties

in accordance with the provisions of this section, each Non-Consenting Party shall be deemed to have relin-
quished to Consenting Parties, and the Consenting Parties shall own and be entitled to receive, in proportion
to their respectlve interests, all of such Non-Consentmg Party interest in the well, its leasehold operating
nghts, and share of productlon therefrom until the proceeds or market value thereof (after deduciing pru—
duction taxes, royalty, overriding royalty and other interests payable out of or measured by the production

from such well accruing with respect to such intérest until it reverts) shall equal the total of the following:

(A) 100% of each such Non-Consenting Party'ss share of the cost of an); newly acquired svrface equipment
beyond the wellhead connections (including, but not limited to, stock tanks, separators, treaters,
pumping equipment and piping), Aplus 1009% of each such Non-Consenting Party's share of the cost of
operation of the well commencing with first production and continuing until each such Non-Consenting
Party’s relinquishked interest shall revert to it under other provisions of this section, it being agreed that

~ each 'Non'-'fc"biiée}itin'g'"Péii-tYs’"’Sh’:’afé"'bf" such costs and eQuipmenti"wiii‘b“e that interest “v*hich- wouid have

o N Y -
veei Llldlscaulc . h Non-C

& cach vty had it narticinated in the well from the bheginning of

the operation; and

(B) 2&& of that portion of the costs and expenses of drilling, reworking, deepening or plugging ??gsk
tevtmg and completing, after deducting any cash contributions received under Section 25, and 200
of that portion of the cost ‘of newly acquired equipment in the well (to and including the Wwellhead
connections), which wouid ha\-e been chargeable to such Non- x,onsentmg Party if it had participated
therein. '

—5—
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In the case of any reworking, pluggihg back or deeper drilling operation, the Consenting Parrties shall
be permitted to use, free of cost, all casing, tubing and other equipment in the well, but the cwnership of all
such equipment shall remain unchanged; and upon abandonment of a well after such reworking, plugging
back or deeper drilling, the Consenting Parties shall account for all such equipment to the owners thereof,
with each party receiving its proportionate part in kind or in value.

Within sixty (60) days after the completion of any operation under’ this section, the party conducting
the operations for the Consenting Parties shall fumish each Non-Conser{ting Party with an inventory of
the equipment in and connected to the well, and an itemized stateinent of the cost of drilling, deepening,
plugging back, testing, completing, and equipping the well for production; or, at its option, the operating
party, in lieu of an itemized statement of such costs of operation, may submit a detailed Statement of monthly
billings. Each month thereafter, during‘the time the Consenting Parties are being reimbursed as provided
above, the Consenting Parties shall furnish the Non-Consenting Parties with an |texmzed statement of all
costs and liabilities incurred in the operation of the well, together with a statement of the quantxty of oil

‘and gas produced from ‘it and the amount of vproceeds realized from the sale of the well's working interest

production during the preceding month. Any amount realized from the sale or other disposition of equip-
ment newly acquired in connection with any such operation which would have been owned by a Non-Con-
senting Party had it participated therein shall be credited against the total unreturned costs of the work done

and of the equipment purchased, in determining when the interest of such Non-Consenting Party shall revert

. to it as above provided; if there is a credit balance it shall be paid to such Non-Consenting Party.

If and when the Conséhiing Parties recover from a Non-Consenting Pafty's xelihqilished interest the
amounts provided for abo'v‘e,v the relinqﬁished interests of such Non-Consenting Party shail aufomatically

- revert to it and from and aftér such reversion such Non-Consenting Party shall own the same interest in such

well, the operating rights and working interest thersin, the material and equipment in or pertaining thereto,
and the production therefrom as such Non-Consenting Party would have owned had it participated in the
drilling, reworking, deepening or plugging back of said well.v Thereafter, such Non-Consenting Party shall be
charged with and shall pay its proportionate part of the further costs of the operation of said well in accord-
ance with the terms of this agreement and the gqcounﬁng procedure schedule, Exhibit “C”, ‘attached hereto.

Notwithstanding the provisions of this Section 12, it is agreed that without the mutual consent of all
parties, no wells shall be completed in or produced from a source of supply from which a well located else-
where on the Unit Are‘a is producing, unless such well conforms to the then-éxisting well spacing pattern
for such source of supply. o

The provisions of this section shall have no application whatsoever to the drilling of the initial test
well on the Umt Area, but shall apply to the reworking, deepemng, or plugging back of the mmal test well

after 1t has been driiied io ihe depih specified in Seotion 7. if it is, or thereafter shall prove to be, a dry

hole or non-commercial well, and to all other wells drilled, reworked, deepened or plugged baCK TOF pro~ T

posed to be drxllgd, reworked, deepened, or plugged back, upon the Unit Area subsequent to the drilling of
the initial test well. ’

13. Rldlﬁ' TO TAKE PRODUCTION IN KIND

Each party shalytage t.'hﬁmdl gr separately dispose of its proportionate share of all oil and gas pro-
“luced from the Umt Area, exclusive of productwn which may be used in development and producing oper-
ations and in preparmg and treatmg oil for marketing purposes and producuon unavoidably lost Each party
shall pay or deliver, or cause to be pald or delivVered; ail royai - gverriding royalties, or other payments
due on its share of such producuon, and siiall hicld the ather partles free from any liability therefor. Anyf
extra expenditure incurred in the taking in kind or separate disposition by any party of its ptbpbitionate
share of the production shall be borne by such party. '

Each party shall execute all division orders and contracts of sale pertaining to its interest in produc-
tion from the Unit Area, and shall be entitled to receive payment direct from the purchaser or purchasers
thereof for its share of ail production.

iy
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In the event any party shall fail to make the arrangements necessary to take in kind or separately
dispose of its proportionate share of the oil and gas produced from the Unit Area, Operator shall have the
right, subject to revocation at will by the party owning it, but not the obligation, to purchase such il and
gas-or sell it to others for the time being, at-not less than the market price prevailing in the area, which
shall in no event be less tﬁan the price which Operator receives for its portion of the oil and gas produced
from the Unit Area. Any such purchase or sale by Operator shall be subject always to the right of the

owner of the production to exercise at any time its right to take in kind, or separately dispose of, its share of

er, party

all oil and gas not- previously deliveared to a purchaser. Notwithstanding the foregoing, O:%%a&»‘r‘}sl%‘ip not
make a sale FATKTAHAAUKBORIRIRK of any other party’s share of gas production without ﬁi‘st giving such

other party sixty (60) days notice of such intended sale, ANY purchase or sale by Operator, or any

other party, of any other party's share of gas shall be for such reasonable periods of
time only as are consistent with the minimum needs of the irdustry and shall in no event

exceed one (1) year. See Exhibit "E" as to Gas Balancing Agreement regarding taking of
gas. , 14, ACCESS TO UNIT AREA ‘

Each party :shall have access to the Unit Area at all reasonablé times, at its sole risk, to inspect or

" observe 'operations,' and shall have access at re_asopab]e times to information pertaining to the development

or operation thereof, including Operator'sﬁ books and records relating thereto. Operator shall; upon request,

[furnish each of the other parties with'copies of all drilling reports, well logs, tank tables, daily gauge and

run tickets and reports of stock on hand at the first oﬂf each month, and shall make available samples of any
cores or cuttings taken from any well drilled on the Unit Area,

15. DRILLING CONTRACTS

All wells drilled on the Unit Area shall be drilled on a compétitive contract basis at the usual rates
prevailing in the area. Operator, if it so desires, may employ its own tools and equipment in the drilling
of wells,_but its charges therefor shall not exceed the prevailing rates in the field, and the rate of such
charges shall be agreed upon by the parties in writing before drilling operations are commenced, and such
work shall be performed by Operat;)r under the same terms and conditions as shall be customary and usual

in the field in contracts of independent contractors who are doing work of a similar nature.

s

16. ABANDONMENT OF WELLS

No well, 6ther than any well which has been dri!led or reworked pursuant to Sectior. 12 hereof for
which the Consenting Parfies have not been fully reimbursed as therein provided, ‘which has been com-
pleted as a produéer shall be plugged and abandoned without the consent of all parties; provided, however,
if all parties db not agree to the abandonment of any well, those wishing to continue its operation shall tender

“{o° edchof the other narties ité propertionate share of the value of ihe weli's salvabie material and equip-

ment, determined in accordance with the provisions of Exhibit “C”, less the estimated cost of salvaging and
the estimated cost of plugging and abandoning. Each abandoning party shall then assign to the non-
abandoning parties, without warranty, express or implied, as to title or as to quantity, quality, or fitness for use

of the eduipméht and material, all of its interest in the well and its equipment, together wi"th‘its interest in

‘the 1eaéehold estate as to, but o'nly as to, the interval or intervals of the formation or formations then open

to production. The assignments so limited shall encompass the “drilling unit”” upon which the well is located.

The paymenis by, and the assignments to, the assignees shall be in a ratio based upon the ielaﬁonship_ of

1]

their respective perceniages of participation in the Unit Area to'the aggregate of th

batibﬁ m the Uhit Area of all assignees. There shall be no readjustment of interest in the remaining portion
“of the Unit Area, ' '

After the assignment, the assignors shall have \{6 further responsibility, liability, or intérest in the
operation of or produétion from the well in the interval or intervals then épen. Upon request of the assignees,
Operator shall continue to operate the assigned well for the account of the non-abandoning partiesb at the
rates and charges contemplated by this agreement, plus any additional cost and charges which may arise 2s,
the result of the separate ownership of the assigned well,

Y -
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17. DELAY RENTALS AND SHUT-IN WELL PAYMENTS

Delay rentals and shut-in well payments which may be required under the ierms of any lease shall be
paid by the party who has subjected such lease to this agreement, at its own expense; Proof of each payment
shall be given to Operator at least ten (10) days prior to the rental or shut-in well paymen? date. Operator
shall furnish similar proof to all other parties concerning payments it makes in connection with its leases. Any
party may request, and shall be entitled to receive, proper evidence of all such payments, If. through mistake .
or'oversight, any delay rental or shut-in well payment is not paid or is erroneously. paid, and as a result a lease
or interest therein lerminates, there shall be no monetary liability against the party who failed to make such
payment. Unless the party who failed to pay a— rental or shut-itx well payment secures a new lease Covering the
same interest within ninety (90) days from the_ discovery of the failure to make proper payment, the interests
of the partieé shall be revised on an acreage basis effective as of the date of termination of the lease in’volved,

and the party who failed to make proper payment will no longer be credited with an interest in the Unit Area

. on account of the ownership of the lease which has terminated. In the event the party who failed to pay the

thall 'hen have an optlonal prlor I‘U’ht for a penod of ten (10) days—etier receipt of the notice, to purchase

rental or the shut-in well payment shall not have been fully reimbursed, at the time of the loss. from the pro-
ceeds of the sale of 6il and gas attributable to the iost interest, calculated on an acreage basis, for the deveiop-
ment and operatmg costs theretofore” paid on account of such interest, it shall be reimbuised for umecovered
actual costs ‘theretofore paid by it (but not for 1ts share of the cost of any dry hole previously drilled or wells
prev:ous)y abandoned) from so much of the following as is necessary to effect reimbursement:
(l) Proceeds of oil and gas, less operating expenses, theratofore accrued to the credit of the lost interest, on
an acreage basis, up to the amount of unrecovered costs;
{2) proceeds, Tess operating expenses thereafter incurred attributable to the lost interest on an acreage
" 'basis. of that portion of oil and gas thereafter produced and marketed {excluding production from any '
wells thereafter drilled) which would, in the absence of such 1ease termination, be attributable to the
tost interest on an acreage basis, up to the amount of unrecovered costs, the proceeds of said portion of
the oil and gas to be contributed by the other parties in proportion to their respective interests; and
(3) any moneys, up to the amount of unrecovered costs, that'may be paid by any party who is, or becomes,
the owner of tﬁe interest Iost, for the privilege of participating in the Unit Area or becoming a party to
this contract. . .
Operator shall attempt to notify al]‘partieswhen a gas well is shut-in or rétumed to production, but

assumes no liability whatsoever for failure to do so.

. 18, PREFERENTFHA-RICHI-F0-PORCHASE~

¥y propeses to sell; and. if this optional r}ght

is exérciééd, the purchasing parties shall share t trchased interest in the proportions that the mtexg of

19. SELECTION OF NEW OPERATOR

1 I3

Should a sale be made by Opex ator of 1ts nghts and interests, the other parties shall have the right
within sixty (60) days after the date of such sale, by majority voie in intorest, to select a new Operator. If
a new Operator is not so selected, the transferee of the present Operator shall assume the duties of and act as
Operator. In either case. the retiring Operstor shall continue to serve as Operator, and discharge its duties
in that capamtv under this agreement, until its successor Operator is selected’ 3.-'.4 begins tc tunctlon but the
present Ope;atox shall not be obligated to continue the performance of its dutles for movre than 120 days after

the sale of its rights and mterests has teen completed.

—_3 —
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20. MAINTENANCE OF UNIT GWNERSHIP

For the purpose of maintaining uniformity of ownership in the oil and gids leasehold interests covered by
this contract, and notwithstanding any other provisions to the contrary, no party shall sell, encumber, transfer
or make other disposition of its interest in the leases embraced within the Unit Area and in wetls, equipment

and production unless such disposition covers either:
(1) the entire interest of the party in all leases and equipment and“production; or
(2) an equal undivided interest in all leases and equipment and production in the Unit Area.

Every such sale, encumbrince, transfer or other disposition made by any party shall be made expressly

subject to this agréement, and shall be made without prejudice to the rights of the other parties.

If at any time the interest of any party is divided among and owned by four or more co-owners, Opera-
tor may, at its discretion, require such co-owners to appoint a single trustee or ageént with full authority to re-
ceive notices, approve expenditures, receive billings for and approve and pay such party’s share of the joint
expenses, and to deal generally with, and with power to bind, the co-owners of such party’s interests within
the scope of the operations embraced in this contract; however, aill such co-owners shall enter into and execute
all contracts or agreements _for the disposition of their respective shares of the oil and gas produ;:ed from the

Unit Area and they shall have the right to receive, separately,, payment of the sale proceeds thereof.

21, RESIGNATION 'OF OPERATOR

Operator may resign from -its duties and ob]ig_ahons as Operator at any time upon written notice of not
less than ninety (90) days given to all other parties. In this case, all parties to this contract shall select by
majority vote in interest, not in numbers, 2 new Operator who shall assume the responsibilities and duties, and
have the rights,' prescribed for Operator by this agreement. The retiring Operator shall deliver to its successor

all records and informition necessary to the discharge by the new Operator of its duties and obligations.

-~

22, LIABILITY OF PARTIES

The liability of the parties hall be several, not joint or coliective. Each party shall be responsible
oniy for its obligations, and shall ’be liable only for its proportionate share of the costs of developing and
operating the Unit Area. Accordingly, the lien granted by each party to Operator in Section 9 is gi\}en to se-
cure only the debts of each severall){. It is not the intention of the parties to create, nor shall this agreément

be construed as creating, a mining or other partnership or association, or io render them liable as partners.

23. RENEWAL OR EXTENSION OF LEASES

2r acrea
It any party secures a renewal of any o gas lea su Jecg’n g thls cong-act each and all of the other
tc ,..mnoo in the wnershm of ‘the renewal lease,

i Lal Ay e

parties shail be notified promptly, a d shall
paylnga(s h% fa‘% 3? rshoagg:éa‘g ed suﬁ‘?e?cgex}:e?alﬂ;l)rope?'opr}'opoﬁt hate shares of the acquisition cost, which

shall be in proportion to the interests held at that time by the parties in the Unit Area.
If some, but less than ali, of the parties elect to participate in the purchase of a renewal lease, it shall
be owned by the parties who elect to participate therein, in a ratio based upon the relationship of their respec-

tive percentage of participation in the unit area to the aggregate ¢f the percentages of participation in the unit

area of all parties participating in \the'burchase of such renewa) lease. Any renewal lease in which less than
all the parties elect to participate shall not be subject to this agreement.

Each party who participates in the purchase of a renewal lease shall be givén an assignment of its pro-

' portionate interest therein by the acquiring pariy.

The provisions of this section shall apply to renewal leases whether they are for the entire interest
covered by the expifing lease or cover only a portion of its area or an interest therein. Any renewal lease
taken before the expiration of its predecessor lease, or taken or contracted for within six (6) months after
the expiration of the existing lease shall be subject to this provision; but any lease taken or contracted for
more ihan six (6) months after the expiration ¢f an existing lease shall not be deemed a renewal lease and

shall not be subject to the provisions of this section.
The provisions in this section shall apply also and in like manner to extensions of oil and gas leases.

Y Y
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24. SURRENDER OF LEASES

The leases covered by this agreement, in so far as they embrace acreage in the Unit Area, shall not be

surrendered in whole or in part unless all parties consent.

However, should any party desire to-surrender its interest in any lease or in any portion thereof, and
other parties not agree or consent, the party desiring to surrender shall aésign, without express or implied .
warranty of title, all of its interest in such lease, or portion thereof, ‘and any well, material and equipment
which may be located thereon and any rights in production thereafter secured, fo the partiez not desiring to
surrender it. Upon such assignment, the assigning party shall be relicved from all obligations -thereafter ac-
cruing, but not theretofore /accrued, with respect to the acreage assigned an‘ﬂci the operation of any well there-
on, and the assigning party shall have no further interest in the lease assigned and its eé;uipment and production,
The parties assigneer shall pay to the party assignor the reasonable salvage value of the latter's interest in any
wells and equipment on the aésigned acreage, determined in accordance with the provisions of Exhibit “C",
less the estimated cost of salvaging and the estimated cost of plugging and abandoning. If the assignment is in
favor of more than one party, the assigned interest shall be shared by the parties assignee in the proportions

--that the interest erera‘c}_a bears to the interest of all parties assignee.

Any assignment or surrender made under this provision shaii fiot reduce or change the éSSings, or sur-

rendering parties’ interest, as it was immediately before the assignment, in the balance of the Unit Area; and

the acreage assigned or surrendered, and subsequent cperations thereon, shall hot thereafter be subject to the

terms and provisions of this agreement.

25. ACREAGE OR CASH CONTRIBUTIONS

If any party receives while thxs agreement is in force a contribution of cash toward the drilling of a
well or any other operation on the Unit Area, such contribution shall be paid to the party who conducted the
drilling or other operation and shall be applied by it against the cost of such drilling or other operation. If
the contribution be in the form of acreage, the party to whom the contribution is made shall promptly execute
an assignment of the acreage, without warranty of title, to all parties to this agreement in proportion to their
interests in the Unit Area at that time, anci such acreage shall become a part of the Unit Area and be governed

“ . by all the provisions of this contract. Each party shall gromptly notify all other parties of all acreage or
" money contributions it may obtain in support of any well or any other éperation on the Unit Area.

22, PROVISION CONCERNING TAXATION

Each of the parties hereto elects, under the authority of Section 761(a) of the Internal Revenue Code of
1954, to be excluded from the application of 2ll of the provisions of Subchapter K of Chapter 1 of Subtitle A of
the Internal. Revenue Code of 1954. If the income tax laws of the state or states in which the property covered
hereby is located contain, or may hereafter contain, provisions similar to those-contained in the Subchapter of A
the Interhal Revenue Code of 1954 above referred to under yvhich a similar electioh is permitted, each of the
parties agrees that such election shall be exercised. Eacl; party authorizes and directs the Operator to execute
such an election or elections on its behalf and to file the election with the proper governmental office or
sted by the Operitor so to do, each party agrees to execute and join in such an election.

(43

agency. If regu

" Operaior shall render for ad valp;'em taxation all property subject to this agreement which by law
should be rendered for such taxes, and it shall'p’éy" all such taxes assessed thereon before they become delin-
quent. Operator shail bill all other parties for their proportionate share of all tax payments in the manner

‘provided in Exhibit “C".

If any tax assessment is considered unreasonable by Operator, it may at its discretion protest such valua-
tion within the time and manner prescribed by law, and prosecute the protest to a final determination, unless
all parties agree to abandon éhe protest prior to final determination. When any such protested valuation shall
have been finally determined, Operator shall pay the assessment for the joint account, together with interest and
penalty accrued, and the total cost shall then be assessed against the parties, and be paid by them, as provided
in Exhibit “C",

—_10 —
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27. INSURANCE

At all times while operations are conducted hereunder; Operator shall comply with the Workmen's
Compehsation Law of the State where the operations are being conducted. Operator shall also carry or pro-

vide insurance for the benefit of the joint account of the parties as may be outlined in Exhibit “D" attached

. to and made a part hereof. Operator shall require all contractors engaged in work on or for the Unit Area

to comply with the Workmen'’s Compensation Law of the State where the operations are being conducted and
to maintain such other insurance as Operator may require.

In the event Automobile Public Liability Insurance is specified in said Exhibit “D”, or subsequently re-
ceives the) approval of the parties, no diregt charge shall be made by Operator for premiums paid for such in-

surance for operator's ('fully owned automotive equipment,
28. CLAIMS AND LAWSUITS

If any party to this contract is sued on an alleged cause of action arising out of operations on the Unit
Area, or on an alleged cause of action invol‘ving title to any lease or oil and gas interest subjected to this con-
trdct, it shall give prompt written notice of the suit to the Operator and all dther parties.

The defense of lawsuits shall be under the géneral direction of a commitiee of lawyers representing the
parties, with Operator's attorney as Chairman. Suits may be settled during ﬁtigation only with the joint con-
sén't of all parties No charge shall be made for services performed by the staff attorneys for any of the

--any finar jaagment, snall “be considered costs of operatlon and shall be charged to and pald by all partxes in

proport ion to their then interests in the Unit Area. Attorneys, other than staff attorneys for the parties, shall
be employed in lawsuits involving Unit Atea operatlons only with the consent of all parties; if ouféide counsel
is employed, their fees and expenses shall be considered Unit Area expense and shall be paid- by Operator and
charged to all of the parties in prodortion to their then interests in the Unit Area. The provisions of ‘this
paragraph shall not be applied in any instance where the loss whxch may result from the suit is treated as an
individual loss rather than a joint loss under priorvprovi.sions of this agreement, and all such suits shall be
handled by and be the sole responsibility of the party or parties concerned.

’ Damage claims caused by and arising out of operations on the Unit Area, condutted for the joint ac-
count of all parties, shall be handled by Operator and its attornéys, ,th'e settlement of claims of this kind shall
be within the discretion of Operator so Jong as the amount pam In settlement of any one ciaim does né. exceed
one thousand (51000 00) dollars and, if settled, the sums pald in settlement shall be charged as expensz to

and be paid by all partxes in proportlon to their then interests in the Unit Area

29. FORCE MAJEURE

If any party is rendered unable, whollv or”in part, by force ma]eure to carry out its obluzatnone under
“this agreement, other than the gbligaticn {6 make morniey payments, that party shall give to all other partles
prompt written notice of the force majeure with reasonably full particulars concerning it; thereupon, the
obligahons of the party giving the notice, so far as they are affected by the force majeure, shakllrbe suspended
durihg, but no longer than, the continuance of the force majeure. The affected party shall use all possibie
diligence to remove the force "majeure as quickly as possible,

The requiremént that any force majeure shall be remedied with all reasonable dispatch shall not require

the séitlement of strikes, lockouls, or other labor difficulty by the §ar~ty involved, contrary to ‘its wishes; how

~ all such difficulties shall be handled shall be entirely within the discretion of the party concerned.

The term “force majeure” as here employed shall mean an act of Ged, sirike, lockout, or other industrial

- disturbance, act of the public enemy, war, blockade, public riot; lightning, fire, storm, flood, explasion, gov-

ernmental restraint, unavailability of equipment, and any other cause, whether of the kind specifically enum-
erated ahove or otherwise, which is not reasonably within the control of the party claiming suspension.

30. NOTICES

_All notices authorized or required between the parties, and required by any of the provisions of this

agreement shall unless otherwise specifically provided, be given in writing by United States mait or Western

" Union- xéll,gl‘aﬁ, postage or charges pre\)s"- and addressed to the Warty to whom the notice is given at the

—11m
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addresses listed on Exhibit “A”. The originating notice to be given under any provision hereof shall be deemed
given only when received by the party to whom such notice is directed and the time for such party to give any
notice in response thereto shall run from the date the originating notice is received. The second or any re-
sponsive notice shall be deemed given when deposited in the United States mail or with the Western Union
Telegraph Company, with postage or charges prepaid. Each party shall have the right to change its address
at any time, and from time to time, by giving w;i;ten notice thereéof to all other parties.

31. OTHER CONDITIONS, IF ANY, ARE:

A. If operations by less than all the parties are conducted subject to the provi-'
sions of Section 12 hereof, so that the Consenting Parties shall be entitled for a
time to receive a Non-Consenting Party s share of production from a well, the
Consenting Parties shall so receive the Non—Consentlng Party's said share of said
production subject to such contracts for the sale of such productlon as then are

in force and effect.

B. © Notwithstanding anything herein to the contrary, if any working interest owner
shall, subsequent. to the execution of this agreement, create an overrldlng royalty,
production payment, net’ proceeds interest, carried interest or any other interest
out of its working interest (hereinafter called "subsequently created interest"),
such subsequently created interest shall be specifically" made subject to all the

ternms and T provisions of this” agreement. ‘If the wofklng interest owner from which
_such subsequently created interest is created (a) fails to pay when due its share
of costs and expenses chargeable hereunder, and its-share of production accruing

hereunder is irsufficient to cover such costs and expenses, or (b) elects to go
non-consent under Section 12, or (c) elects to abandon a well under Section 16
hereof, elects to surrender a lease under Section 24 hereof, or otherwise with-
draws from-this agreement, the subsequently created interest shall be chargeable
with a pro rata portion of all costs and expenses hereunder and shall be subject
to recoupment of costs and penalty as provided in Section 12 in the same manner
as if such subsequently created interest were a working interest. Operator shall
have the right to enforce against such subsequently created interest the lien and
all other rights granted in Section 9 hereof for the purpose of collectlng costs
and expenses chargeable to the subsequently created interest.

C. Provisions hereof to the contrary notwithstanding, consent to the drxlllng of
any well drilled under and_pursuant to the terms hereof shall not be deemed consent
to participate in an attempt to complete the well as a producer of oil or gas, but
shall be considered only to drill to the production string casing point. After
each well drilled pursuant to the terms heréof has reached the: production string
casing p01nt and Operator (or any party- part1c1pat1ng in the cost of drilling such

oil or aas, onerator (or- cngh other party partlcxpatlng in the cost of d:llllng

~such well) shall give immediate notice thereof to all other parties participating

in the cost of drilling such well. The parties receiving such nétice shall have

forty-eight (48) hours (exclusive of Saturday, Sunday and legal holidays) in which .

to elect whether or not ‘they desire to participate in the setting of casing and
attempting to complete such well as a producer of oil or gas. Failure of any party
receiving such tiotice to so reply within the perlod above fixed shall constitute an
election by that party not to participate in the completion attempt. If one or
more but less than all of the parties elect to attempt a completion of the well as
a producer of oil or gas, the provisions of Section 12 hereof shall apply to the
operations thereafter condncted by less than all parties hereto the same as for

- - moed Am 3 2 A f oo
other nonconsent operstions as provided in Section' 1

ﬂ

If no completion attempt is made in any well, the same shall be plugged and aban-
doned at the expense of the parties participating in the drilling of the same. As
used herein "production string casing point" shall be that point in time when the
total depth to be drilled has been reached, all logs to be run have been run, and
the next step toward completion is the running of the production string of casing
or plugging back to perforate existing casing.

b. Each pafty hereto owning an undivided interest in the Unit Area waives any and
a1l rights it may have to partition and have set aside to it in severalty its un-

" divided interest therein.

—_12
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~E. It is recognized by the parties hereto that in addition to each party's share

of working interest production as shown in Exhibit "A", such party shall have the
right, subject to existing contracts, to market the royalty gas attributable to
each lease which it contributes to the Unit Area and to receive payments due for
such royalty gas produced from or allocated to such lease or leases. It is agreed
that, regardless of whether each party markets or contracts for its share of gas,
including the royalty gas under the leases which it contributed to the Unit, such
party agrees to pay or cause to be paid to the royalty owners under its lease cr
leases the proceeds attributable to their respective royalty interest and to hold
all other parties hereto harmless for its failure to do so.

F. Oﬁerator shall comply, where applicable, to the provisions of Exhibit "F"
attached hereto. '

G. A party may become a party to this agreement by signing the original of this -
instrument, a counterpart thereof, or other instrument agreeing to be bound by

the provisions above. The signing of any such instrument shall have the same
effect as if all the parties had signed the same instrument and shall be bindirg
upon the parties and upon their heirs, successors, representatives and assigns.

-12A-
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UNION OIL COMPANY OF CALIFORNIA

Attorney- in-Fact
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1 This agreement may be signed in counterpart, and shall be binding upon the parties and upon their heirs, .
SUCCeSSOTS, representatives and assigns.




L[]
ol . :
E R :
- !
B
f
»
Rt
AR
44 :
L
Ner.

;
EY

-
ExS
g

REPPRVRWFTIELY

e i i e e i

e s ot 4 e AR NI

My Commission Expires: Notary Public P R

BERRY STATE UNIT
LEA COUNTY, NEW MEXICO

STATE OF TEXAS, X
COUNTY OF MIDLAND. §
The foregoing instrument was acknowledged before me this 2)’713L day of
ey , 1081, by JOHN HANSEN I
AttorneYJin-F;it of UNION OiL COMPAN& OF-CALIFORNIA , ’
a california corporation, on behalf of ‘zaid corporation.

g . .
IN WITNESS WHEREOF, I have ‘hereunto set my hand and affixed my official seal

the day and year above/written.

. LORRETTA C. HYATT
5§uAai:U§L (:f;dfibjsﬁ
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EXHIBIT "A"

BERRY STATE UNIT

Description of Unit Area:

Township 21 South, Range 33 East, N.M.P.M., Lea County, New Mexico

Section 13: All
Section 14: E/2
Section 24: All

Township 21 South, Range 34 East, N.M.P.M., Lea County, New Mexico

Section 18: Lots 1, 2, 3, 4, E/2W/2
Section 19: Lots. l, 2, 3, 4, Ef2W/2

As to All Depths in Unit Area
Total Unit Area: 2,228.520 acres

All W. I. Owners have committed their acreage to Operating Agreement.

Names aad Addresses of Parties:

Union 0il Company of California
P. 0. Box 671

~ Midland, Texas 79702 ' 7

Natomas North America, Inc.
1010 Gibraltar Savings Building
Midland Texas 79701

Cetty 0il Company
P. O. Box 1231
Midland, Texas 79702

Amoco Production Company
P. O. Box 3092
Houston, Texas 77001

The Superior.Oil Company
P. 0. Box-1900

Midland, Texas 79702

b3 ) .l-n\..- :

aco
0. Box 3109
1

?.
Mid and Texas 79702
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Exhibit "A" - Page 2
- Bexrrxy State Unit :

Schedule of Interests of Parties

W. I. Percent W. I. Percent In
W. I. Percent In Initial Test Initial Test Well After (3)
Working Interest Owners Prior to Farmout Well Before Payout Payout and Subsequent Wells
, o 2 ' ' '
Union 0il Company of California( ) ~ 50.01256 70.02669 60.01962 .
, 1) '
Natomas North America, Inc.( ' 21.54089 - : 10.77044
Getty Oil Company (?) ‘ 7 18030 10.05373 v 8.61702
- . (2) -
The Superior 0il Company 7.18030 ’ 10.05373 ‘ 8.61702
2) o e -
Amoco Pxoduction Company( 7.04612 9.86585 -~ 8.45598
o (1) P o ' ;
Texaco, Inc. . 17/.03983 ‘ - 3.51992
‘ 100.00000 100.C0000 100. 00000

(1)
These partles have elected to farmout their respectlve unit interest in initial test well in
accordance with terms presented in Union 0il Company of California's proposal letter dated:
January 12, 1981, and 1nd1v1dua1 farmout agreements with Union pursuant thereto. Commercial
productlon ‘will earn partlclpatlng parties 50% of farmout party's unit interest to 100 feet
below deepest depth drilled not to exceed the base of the Morrow formatlon, with participat-
ing parties receiving 100% of ‘farmout party's interest in production from the initial test
_well until payout, subject to farmout party retaining a 1/16 of 8/8 overrldlng royalty,
convertible at payout to a 50% working interest, all proport;onately reduced.

These parties have agreed to proportionately share the farmouts in the following ratio:

Union 0il Company of California : 70.02669%
Getty Oil Company 10. 05373%
The Superior 0il Company 10.05373%
Amoco Prcduction Company 9.86585%

100.00000%

(3)

- Computed assuming Natomaf North America, inc. and Texaco Inc. elect to convert thelr overrldxng
royalty to a worklng interest after payout of the initial test well.
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COPAS — 1974

Recommended by the
Council of Petroleum
Accountants Societies of
Notth America

| . liEiﬁMR 601; TULIA 74101 :

EXHIBIT “c*

ACCOUNTING PROCEDURE
JOINT OPERATIONS

" I. GENERAL PROVISIONS
‘ 1. Definitions

*Joint Property” shall mearn the real and persoral property subject to the agreement to which this Accountmg
Procedure is attached.

. : “Joint Operations” shall mean all operatlons necessary or proper for the development operation, protection and
b : maintenance of the Joint Property.

“Joint Account” shall mean the account showing the charges paid and credits received in the conduct oi the Joint

& ‘ Operations and which are to be shared by the Partes.
.o “Operator” shall mean the party designated to conduct the Joint Operations.
3?‘4: ; : “Non-Operators’ shall mean the parties to this agreement other than the Operator.

“Parties” shall mean Operator and Non-Operators.
“First Level Superwsors" chall mean those employees whose przmary functzon m Jomt Operatxons 1s the dlrect

“T 7 ing capacity.

5 Lo d “Technical Employees” shall mean'those employees having special and specific engineering, geological or other
professional skills, and whose primary function in Joint Cperations js the handling of specific operating condi-
tions and problems for the benefit of the Joint Property.

“Personal Expenses” shall mean travel and other reasonable reimbursable expenses of Operator’s employees.
“'Material':’ ‘shal! mean personal property, equipment or supplies acquired or held for use on the Joint Property.
“Controllable Material” shall mean Material which at the time is so classified in the Material Classification Manual
as most recently recommended by the Council of Petroleum Accountants Societies of North America.

2, Statement and Blllmgs

Operator shall bill Non-Operators on or before the last day of each month for their proportionate share of the
‘Joint Account for the preceding month. Such bills will be accompanied by statements which identify the author-
ity for expenditure, lease or facility, and all charges and credits, summarized by appropriate classifications of in-
vestment and expense except that items of Controllable Material and unusual charges and credits shall be sep-
arately identified and fully described in detail.
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Lot 3. Advances and Payments by Non-Operators

Unless otherwise provxded for in the agreement the Operator may require the Non-Operators to advance their "
share of estimated cash outlay for the succeeding month’s operatmn Operator shall adjust each monthly billing
to reflect advances received from the Noi- Operators

Each Nop-Operator shali pay its proportion of all “Bills within fifteen (15) days after receipt. If payment is not
made within such time, the unpaid balance shall bear interest monthly at the rate of twelve percent (12%) per
annum or the maximum coniract rate pérmitted by the applieable usury laws in the siaie in which ithe Joint
Property is located, whichever is the lesser, plus attorney s fees, court costs, and other costs in connection with
the collection of unpaid amounts,

4. Adjustments

Payment of any such bllls shall not prejudice the right of any Non-Operator to protest or question the correct-
ness: thereof; provided, however, all bills and statements rendered to Non-Operators .by Operator during any
calendar year shall conclusively be presumed to be true and correct after twenty-four (24) months following
the end of any such calendar year, unless within the said twenty-four (24) mionth period a Non-Operator takes
written exception thereto and makes claim on Operator for adjustment. No adjustment favorable to Operator shall
be made unless it is made within the same prescribed period. The provisions of this paragraph shall not prevent ‘
adjustments resulting from a physical inventory of Controtlable Material as provided for in Section V.

5. Audits . L - 4

" A. Non-Operator, iipon notice in writing to Operater and all other Non-Operators, skail have the right to audit Ope-"
rator’s accounts and records relating to the Joint Account for any calendar year within the twenty-four (24) month
period fo]lowmg the end of such calendar year; provided, however, the making of an audit shall not extend the
time for:the taking of written exception to and the adjustments of 2ccounts as provided for in Paragraph 4 of this
Section I. Where there are two or more Non-Operators, the Non-Operators shall make every reasonable effort 1o
conduct joint or simultaneous audits in a marner which will result in 2 minimum of inconvenience to the Opera-
tor. Operator shell bear no portion of the Non-Operators’ audit cost incurred under this paragraph unless agreed

to by the Operator.

6. Approval by Non-Operators
Where an approval or other agreement of the Partxes or Non-Operators is expressly required under other sec-
tions of this Accounting Procedure and if the agreement to which this Accounting Procedure is attached contains
no contrary provisions in regard thereto, Operator shall notify all Non-Operators of the Operator’s proposal, and
the agreement or approval of a majority in interest of the Non-Operators shall be controlling on all Non-Opera-
tors,
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1I. DIRECT CHARGES

Operator shall charge the Joint Account with the following items:

1,

2,

9,

Rentals and Royaltics
Lease rentals and royalties paid by Operator for the Joint Operations.
Labor

A. (1) Salaries and wages of Operator’s field employees directly employed on the Joint Property in the conduct
of Joint Operations.

(2) Salaries of First Level Supervisors in the field.’

(3) Salaries and wages of Technical Employees directly employzd on the Joint Property if such charges are
excluded from the Overhead rates.

B. 'Operators cost of hohday, vacation; sickness and disability benefits and other customary allowances paid to
employees whose salaries and wages are chargeable to the Joint Account under Paragraph 2A of this Section
II. Such costs under this Paragraph 2B may be charged on a “when and as paid basis” or by ‘‘percentage as-
sessment” on the amount of salaries and wages chargeable to the Joint Accoiint under Paragraph 2A of this
Section {I. If percentage assessment is used, the rate shall be based on the Operator's cost experience.

C. Expenditures or contributions made pursuant to assessments 1mposed by governmentai authority which are
applicable to Operators costs chargeable to the Joint Account under Paragraphs 2A and 2B of this Sec-
tion II.

D. Personal Expenses of those employees whose salaries and wages are chargeable to the Joint Account under
Paragraph 2A of this Section Il

Employee Benefits

Operator’s current costs of established plans for employees’ group life insurance, hospitalization, pension, re-
tirement, stock purchase Ahrift, bonus, and other benefit plans of a lxke nature apphcable to Operators labor

cost not to exceed twenty per cent (20%), or percent most recently recommended by the Councll
Petrolewm Accc"“‘iant.b bocn.et.xes of North America.

Matenal

Material. purchased or furmshed by Operator for use on the Joint Property as provided under Section IV. Oniy

such Material shall be purchased for or transferred to the Joint Property as may be required for immediate use

and is reasonably practical and consistent with efficient and economical operations. The accumulation of sur:

plus stocks shall be avoided.

Ttansportahon

Transportation of employees and Material necessary for the Joint Operations but subject to the following hmlta-
tions: -

A, If Material is moved to the Joint Prbperty from the Operator's warehouse or other properties,‘no charge shall
be made to the Joint Account for a distance greater than the distance from the nearest reliable supply store,
recognized barge terminal, or railway receiving point where like material is normally available, unless agreed
to by the Parties.

B. If surplus Material is moved to Operator’s warehouse or other storage point no charge shall be made to the
Joint Account for a distance greater than the distance to the nearest reliable supply store, recognized barge
terminal, or railway réceiving -point uniess agreed to by the Parties. No charge shall be made to the Joint Ac-
count for moving Material to other properties belonging to Operator, unless agreed to by the Parties,

C. In the application of Subparagraphs A and B above, there shall be no equalization of actual gross trucking cost
of $200 or less excluding accessorial charges.

Services

The cost of contract services, equipment and utilities’ provided by outside. ceurces, gxcept services excluded by
Paragraph 9 of Secticn 1Y and Paragraph’ i.1i"of Section III.” The cost of professional consultant services and ¢on-
tract services of technical personnel directly engaged on the Joint Property if such charges are excluded from the
Overhead rates. The cost of professionai consultant services or contract services of technical personnel-not di-
rectly engaged on the Joint Property shall not be charged to the Joint Account unless previously agreed to by
the Parties.

Equipment and Facilities Furnished by Operator

A, Operator shall charge the Joint Account for use of Operator owned eqmp"nent and facilities at rates com-
mensurate with costs of ownership and operation. Suck rates shall include costs of maintenance, repairs, other
operating expense, insurance, taxes, depreciation, and interest on invesiment not to exceed eight per cent (8%)
per annum. Such rates shall not exceed average commercial rates currently preva:lmg in the immediate area
of the Joint Property. ‘

B..” In ileu of charges in Paragraph 7A above, Operator may elect to use average commercial rates preva.lmg in
the immediate area of the Joint Property less 209. For automotive equipment, Operator may elect to use rates
published by the Petroleum Motor Transport Association.

Damages and Losses to Joint Property

All costs or expenses necessary for the repair or replacement of Joint Property made necessary because of dam-
ages or losses incurred by fire, flood, storm, theft, accident, or other cause, except those resulting from Operalor’s
gross negligence or willful mlsCOnduct Operator shail furms \‘an-uperator written notice of damages or losses
mcurred as soon as practicable after a report thereof has been received by Operator. ,

Legal Expense

Expense of handling, investigating and settling litigation or claims, discharging of liens, payment of judgments
and amounts paid for settlement of claims incurred in or resulting from operations under the agreement or
necessury to protect or recover the Joint Property, except that no charge for services of Operator’s legal staff
or fees or expense of outside attorneys shall be made unless previously agreed to by the Parties.” All other legal
expense is considered to be covered by the overhead provisions of Section Il unless otherwise agreed to by the
Parties, except as provided in Section I, Paragraph 3.
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Taxes

z.\ll‘ t_axes of every kind a'n_d nature assessed or levied upon or in connection with the Joint Property, the opera-
;on thereof, or the production therefrom, and which taxes have been paid by the Operater for the benefit of the
arties. ’

Insurance

Net premiums paid for insurance required to be_carried for the Joint Operations for the protection of the Par-
ties. In the event Joint Operations are conducted in a state in which Operator. may act as self-insurer for. Work-
men’s Compensation and/or Employers Liability under the respective state’s laws, Operator may, at its election,
include the risk under its self-insurance program and in that event, Operator shall include a charge at Operator’s
cost not to exceed manual rates. ’

Other Expenditures
Any other expenditure not covered or dealt with in the foregoing brovisions of this Section II, or in Section 1II,

- and which is incurred by the Operator in the necessary and proper conduct of the Joint Operations.

1.

111. OVERHEAD

Overhead - Drilling and Producing Operations ‘ ,
i. As: gompensalion for administrative, supervision, office services and warehousing costs, Operator shall charge o
drilling and prodr._xcing operations on either: L ) '

( X ) Fixed Rate Basis, Paragraph 1A, or * e
( ~ ) Percentage Basis, Paragraph 1R.. -

Unless otherwise-agreed T by the Parties, such charge shall be in lieu of costs and expenses of all offices

and sglaries or wages plus applicable burdens and expenses of all personnel, except those directly chargeable
under Paragraph 2A, Section II. The cost and expense of services from outside sources in connection with
matters of taxation, traffic, accounting or matters before or involving governmental agencies shall be considered
as included in the Overhead rates provided for in the above selected Paragraph of this Section I unless such
cost and expense are agreed to by the Parties as a direct charge fo the Joint Account.

il. The salaries, wages and Personal Expenses of Technical Employees and /or the cost of professional consultant
services and contract services of technical personnel directly employed on the Joint Property shall ()} shall
not (X ) be covered by the Overhead rates. -

A. Overhead - Fixed Rate Basis N
(1) Operator shall charge the Joint Account at the following rates per well per month:

Drilling Well Rate $_3,782,00
Producing Well Rate $_412.00 -

(2) Applicatioﬁ"'of Overhead - Fixed Rate Basis shal}l be as follows:
(a) Drilling Well Rate

{11 Charges for onshore drilling wells shall begin on the date the well is spudded and terminate on
the date the drilling or completion rig is released, whichever is later, except that no charge sha

be made during suspension of drilling operations for fifteen (15) or more consecutive days.

[2] Charges for offshore drilling wells shall begin on the date wiiéii drilling or completion equipment

3 arrives on location and terminate on the date the drilling or completion equipment moves off loca-

tion or.rig is released, whichever occurs first, except that no charge shall be made during suspen-
sion of drilling operations for tifteen (15) or more consecutive days

(3] Charges for wells undergoing any type of workover or recompletion for a period of five (5) con-
secutive days or more shall be made at the drilling well rate. Such charges shall be applied for
the pericd from date workover operations, with rig, commence through date of rig release, except
that no charge shall be made during suspension of operations for fifieen (15) or more consecutive
days. )

{b) Producing Well Rates

{1] An active well either produced or injected intc for any portion of the month shall be considered
as a one-well charge for thev entire month.

{23 Each active completion in a rﬁulti-completed well-in which production is not commingled down
hole shall be considered as a one-well charge providing each completion is ¢onsidered a separate
well by the governing regulatory authority.

[3] An-inactive gas well shut in because of overproduction or failure of purchaser to take the produc-
tion shall be considered as a one-well ¢harge providing the gas well is directly connected te a per-
manent sales outlet, -

{41 A one-well charge may be made for the month in which plugging and abandonment operations
are completed on any weil, N :

{5] All other inactive wells (including but not limited to inactive wells covered by unit allowable,
lease allowable, iransferred allowable, etc.) shall not qualify for an overhead charge. '

(3) The well rates shall be adjusted as of the first day of April each year following the effective date of the
agreement to which this Accounting Procedure is attached. The adjustment shall be computed by multi-
plying the rate currently in use by the percentage increase or decrease in the average weekly earnings of
Crude Petroleum and Gas Production Workers for the last calendar year compared to the calendsr year
preceding as shown by the index of average weekly earnings of Crude Petroleum and Gas Fields Preduc-

tion Workers as published by the United States Department of Labor, Bureau of Labor Statistics, or the
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B. 40verhead - Percentage Basis
(1) Operator shall charge the Joint Account at the foilowing rates:
(a) Development.

_—_Percent ( %) of the cost of Development of the Joint Property exclusive of costs
provided under Paragraph 9 of Section II and all salvage credits.

(b) Operating

-— e Percent ( %) of the cost of Operating the Joint Property exclusive of costs provided
under Paragraphs 1 and 9 of Section II, all salvage credits, the value cf injected substances purchased
for secondary recovery and-all taxes and assessments which are levied, assessed and paid upon the min-
eral interest in and to the Joint Property.

(2) Application of Overhead - Percentage Basis shail be as follows: ]

For the purpose of determining charges on a percentage basis under Paragraph 1B ‘of this Section II1, de-
velopment shall include all costs in connection with drilling, redrilling, deepening or any remedial opera-
tions on any or all wells involving the use of drilling crew and eqmpment also, preliminary expenditures
necessary in preparation for drilling and expenditures incurred in abandoning when the well is not com-
pleted as a producer, and original cost of construction or installation of fixed assets, the expansion of fixed
assets and any other project clearly discernible as a fixed asset, except Major Construction as de:i.ned in
Paragraph 2 of this Section III. All other costs shall be considered as Operating.

2. Overhead - Major Construction

To compensate’ Operator for overhead costs incuired in the construction and installation of fixed assets, the ex-
pansion of fixed assets, and any other project clearly discernible as a fixed asset required for the development and
operation of the Joint Property, Operator shall either negotiate a rate prior to the beginning of construction, or shall
charge the Joint Account for Overhead based on the following rates for any Major Construction project in excess
of $_25,000,00===~:

A. ______5 % of total costs if such costs are more than $_25s 000. 00-==put less than $100,000.00-=; plus
B, ... 3% of total costs in'excess of $100,000.00== but less than $1, 000,000; plus
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C. ___ 29 of total costs in excess of $1,000,000.

“Total cost shall mean the gross cost of any one project. For the purpose of tﬁis paragraph, the component parts
of a single project shall not be treated separately and the c¢st of drilling and workover wetlls shall be excluded.

3. ‘Amendment of Rates

The Overhead rates provided for in this Section III may be amended from time to time only by mutual agreement
between the Parties hereto if, in practice, the rates are found to be insufficient or excessive.

i

Iv. PRICING OF JOINT AC(:JOUNT MATERIAL PURCHASES, TRANSFERS AND DISPOSITIONS

Operator is- respon31ble for Joint Account Material and shall make proper and timely charges and credits for all ma-
terial movements affecting the Joint Property. Operator shall provide all Material for use on the Joint Property; how-
ever, at Operator's option, such Material may be supplied by the Non-Operator. Operator shall make timely disposition
of idle and/or surplus Materla] such disposal being made either through sale to Operator or Non-Operator, division in
kind, or sale to outsiders. Operator may purchase, but shall be under no obligation to purchase, interest of Non-Opera-
tors' in surplus condition A or B Material. The disposal of surplus Controllable Material not purchased by the Opera-
tor shall be agreed to by the Parties.

1. Purchases
Material purchased shall be charged at thé,price paid by Operator after deduction of all discounts received. In case
of Material found to be defective or returned to vendor for any other reason, credit shall be passed to the Joint
Account when adjustment has been received by the Operator.

2, Transfers and Dispositions

R IR RS S-S I ST S SN PEIP S o Uy SN RS P DI RSR i [ SN JNgiy D nmdar A Pl PP § £ Vawe Vo

’ Mater;al ‘furnished” io” the-Joini r'rupcuy ‘ainid  blaterial transferted fiom the Joint Property or uunyvo v B vy e
Operator, unless otherwise agreed to by the Partlies, shali be priced on the ifoilowing bases exciusive of cash dis-

counts:
A. New Materiai (Condmon A)

(1) Tubular goods, except line pipe, shall be priced at the current new price in effect on date of movement on a
maximum carload or barge load weight basis, regardless of quantity transferred, equalized to the lowest
published price f.o.b. railway receiving point or recognized barge terminal nearest the Joint Property"
where such Material is normally available.

(2) Line Pipe
(a) Movement of less than 30,000 pounds shall be priced at the current new price, in effect at date of

movement, as listed by a reliable supply store nearest the Joint Property where such Material is nor-
mally ava:lable

(b) Movement of 30,000 pounds or more shall be priced under provisions of tubular goods pricing in Para-
graph 2A (1) of this Section IV.

(3) Other Material shall ke priced at theé current new price, in effect at date of movement, as list_ed by a reliable
supply store or f.o.b. railway receiving point nearest the Joint Property where such Material is normally

available.
B. Good Used Material (Condition B)
Material in sound and serviceable condition and suitable for reuse without reconditioning:
(1) Material moved to the Joint Property
(a) At seventy-five percent (75%) of current new price, as determmed by Paragraph 2A of this Section IV,
(2) Material moved from the Joint Property

(a) At seventy-five percent (75%) of current new price, as determined by Paragraph 2A of this Section IV,
if Material was originally charged to the Joint Account as new Material, or-

—
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(b) at sixty-five percent (65¢¢) of current new price, as 3i:termined by Paragraph ZA of this Section
1V, if Material 'vas originally charged to the Joint Account as good used Mateual at seventy-five per-
cent (75%) of current new price,

.The cost of lecondltxomng, if any, shall be absorbed by the transférving property.
C. Other Used Material {Condmon C and D)

(_1) Condition C 5
Material which is not in sound and serviceable condition and not suitable for its original function until
after reconditioning shall be priced at fifty percent (50¢¢) of current new price as determined by Para-
graph 2A of this Section IV. The cost of reconditioning shail be charged to the receiving property, pro-
vided Condition C value plus cost of reconditioning does not exceed Condition B value.

(2) Condition D
All other Material, including junk, shall be priced at a value commensurate with its use or-at prevailing
prices. Material-no Jonger suitable for its original purpose but usable -for some_other purpose, shall be
priced on ‘a basis comparable with that of items normally used for such other purpose. Operator may dis-
pose of Condition D Material under procedures normally utilized by the Operator without prior approval

of Non-Operators.
D. Obsolete Material
Material which is serviceable and usable for-its original function but condition and/or value of such Material

is not equivalent to that which would justify a price as provided above may be specially priced as agreed to by
the Parties. Such price should resuit in the Joint Account being charged witk the value of the service ren~

dered by such Material.
E. Pricing Conditions

h (1) Loading and unloading cosfs may be charged to the Joint Account at the rate of fifteen cents (15¢) per

~ hundred weight on all tubular goods movements, in lieu of loading and unloading costs sustained, when
actuai hauling-cost-of such tubular goods, are equalized under provisions of Paragraph 5 of Section II.
(2) Material involving erection costs shall be charged at appiicabie per

price of new: Matenal

3. Premium Prices )
Whenever Material is not readily obtainable at published or listed prices because of national emergencies, strikes
or other unusual causes over which the Operatorihas no control, the Operator may charge the Joint Account for the
) requlred Material at the Operator’s actual cost incurred in providing such Material, in making it snitable for use,
and in moving’it to the Joint Property; provided notice in ‘writing is furnished to Non-Operators of the proposed
charge prior to billing Non-Operators for such Material. Each Non-Operator shall have the right, by so electing and
notifying Operator within ten days after receiving notice from Operator, to furnish in kind all or part of his share

of such Material suitable for use and acceptable to Operator.

N

4. Warranty of Material Furnished by Operator
Operator does not warrant the Material furnished. In case of defectxve Material, credxt shail not be passed to the
Joint Account until adjustment has been received by Operator from the manufacturers or their agents’ i

v " V. INVENTORIES
The Operator shall maintain detailed records of Controllable Material.

1. Periodic laventories, Notice and Representation
At reasonable intervals, Inventories shall be taken by Opetator of the Joint Account Controllable Material
Wntten notice of intention to take inventory shall be given by Operator at least thirty (30) days before any inven-
iory-is to bagin so that Non~0perators may be represented when any inventory is taken. Failure of Non-Operators
to be represented at an inventory shaii bind Non-Operators to accept the inventory taken by Operator.

2. Reconcilistion and Adjustment of Inventories

Reconciliation of a physical inventory with the Joint Account shall be made, and a list of overages and shoriages
shall ‘se furnished to the Non-Operators within six months following the takmg of the inventory. Inventory ad-
justments shall be made by Operator with the Joint Account for overages and shortages, but Operator shall be

held accountable only for shortages due to lack of reasonable diligence,

3. Special Inventories
Specizl Inventories may be taken whenever there is any sale or change of interest in the Joint Property. It shall
be the duty of the party selling to notify all othier Parties as quickly as possible after the transfer of interest takes
place. In such cases, both the seller and the purchaser sheall be governed by such inventory.

4. Expense of Conducting Periodic Inventories : .
The expense of conducting periodic Inventories shall not be charged to the Joint Account unless agreed to by the

Parties,

— 5 —
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EXHIBIT "D"

Attached to and made a part of BERRY STATE UNIT Operating Agreement between
UNION OIL COMPANY OF CALIFORNIA, Operator, and the signatory parties other
than Operator.

INSURANCE

_Operator shall carry or provide the following insurance with respect to
operations on all lands ‘subject to this Agreement:

- (a) Workmen's Compensation Insurance, including Employer's L;ability,
as required by law.

(b) Automobile Public .Liability and Property Damage Insurance with
minimum limits of $100,000 bodily injury or death per person,
with $300,000 bodily injury or death each accident, and $100,000
property damage each accident.

(¢) Such additional insurance as may hereafter be required by law.

All insurance coverage required hereby shall be carried at the Joint
Expense and for the benefit of the parties hereto, except for premiums for
Automobile Public Liability and Property Damage Insurance on Operator's
fully owned equipment, which shall not be charged directly to the Joint
Account, but will, instead, be covered by the flat rate charges assessed
the Unit for use of such equipment. Operator shall not be required to

. carry any ‘other insurance for the Joint Account of the parties hereto.

Any party may, at its oWwn expense, acquire such insurance as it deems proper
to protect itself against any claims, losses, damages, or destruction result-
ing from Unit operations,

Operator shall require all contractors engaged in work in or on the Unit
Area to carry insurance for the benefit and protection of the Working Interest
Owners consistent with Operator's minimum requirements.
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EXHIBIT ngo
GAS BALANCING AGREEMENT
FOR GAS WELL PRODUCTION

lished by appropriate regulatory authority,

shail be

To . give effect to the intent of fhis agreement, the Unit Operator
governed by the following rights of each party:

{a) When the well's current productiqg;ggulggsnthan~ther -

WAEQIIAallowablemdue~to eithéf‘fhé”éé§ééity of the well to
Produce or the Unit Operator causing the well to Produce

below allowable ip order to pProperly balance well allow-

able overproduction:

(1) Each underproduced party (a party who has taken
2 lesser volume of gas than the quantity such party
is herein entitled) shall have the right to take a
greater amount of gas than itgs pProportionate share

of such overproduced party's Proportionate share of
the well's current production.

(b) When the well's current production is less than the
well allowable due to combined pipeline takes or for reasons
other than in subparagraph (a) above:

. (1) Each underproduced party shall have the right as
in subparagraph (a) (1} above. -

(2) Each overproduced barty shall reduce its respec-
tive take in the Proportion that such party's interest
bears to the total interest of all overproduced parties,
but in no event shall any overproduced party be required
to reduce its take to less than rIFTY PERCENT (50%) of
such overproducegd party's Proportionate share of the
well allowable,
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{c) When the well's current production is equal to or greater
than the well allowable: :

(1) "~ Each underproduced party shall have the right to
take a greater amount of gas than its proportionate
share of the well allowable, provided that the right
to take such greatex amount shall be in proportion
that its interest bears to the total interests of all
underproduced parties desiring to take more than their
proportionate share of the well allowable.

(2) Each overproduced party shall have the right as
in subparagraph (a)(2) zbove.

(d) The Unit Operator, at the request of any party, may
produce the entire well stream, if necessary, for q;
deliverability test not to exceed seventy-two (72) hours
duration required under such requesting party's gas sales
contract and may overproduce in any other situation

provided that such overproducxng would be consistent with
prudent operations.

v4. Each party taking gas shall furnish the Unit Operator a monthly

Pt LS o Y

- statement -cf-gas-taken. After commencement of production, Unit Uperatox

shall furnish a current account monthly of the gas balance between partles »
hereto including the total gquantity of gas produced, the portion thereof

used in Unit operations, vented or lost, and the total quantity of gas
delivered to a market.

S. Each party producing and/or dellvering gas to its purchaser shall
pay any and all production taxes due on such gas.

6. The provisions;df this agreement shall be separately applicable
to each well and each reservoir to the end that production: from one
reservwir in a gas well may not be utilized for the purpose of balancing
underxproduction from other reservoirs.

7. When gas sales from a gas well permanently cease, Unit Operator
shall make a final determination of the volumes of over and/or under-
production, if any, which have accrued since the last volumetric balance,
as of the date of such cessation of sales and the identity of the party
or parties who are over or underproduced. A cash balancing adjustment
shall be made by the overproduced party, or parties, to the underproduced

party, crvgartiee; for the overproduced volumes which have been taken and

sold; the prics to be paid for such adjustment shall be the actual price

received for such overproduction by the overproduced party, or parties,
less appropriate deductions for taxes and/or royalties paid on such

" production by the overproduced party.

8. This agreement may be executed in counterparts but will not be
blnding on any party unless and until all working interest parties in a
gas well have accepted this Gas Balancing Agreement w1thout_except10n.

9. This shall constitute a separate agreement as to each well and
as to each reservoir.

EXHIBIT "E"
Page 2




EXHIBIT “F"

Attached to and made a part of BERRY STATE UNIT Operating Agreement between
UNION OIL COMPANY OF CALIFORNIA, Operator, and the signatory parties other
than Operator.

Operaior shall comply where applicable with the following clauses contained

in 41 CFR: ) '
2 . 60-1.4(a) (Equal Employment Opportunity);
[ s E 1-12,803-10 (certification 6f non—segregated faciiities);
.g' ' ; 60-250 (employment opportunity for veterans); -
;;ﬂ ‘ 60-741 (employﬁéﬁt opportunities‘forfhandicapped“individuals);
f ( 1-1.710 ,4 (subcontracting with small business cpncerns);
7777777 ; ”é 1-1.805 .. (subcontracting with labor surplus area concerns);
f ,§ 1-1.1310 a(subcontfacting wifh minority business enterprises); and
% 1-1.2302-2 {environmental protection).

O

These clauses areiincoréoréﬁed herein by reference if and to the extent

ééplicable ﬁo this coﬁ?ract by law, executive order, or regulation.

Operator represents that it is in compliance with the reporting require-
v ménts of 41 CFR 60-1.7 and the Affirmative Actioﬁ Program requirements

of 41 CFR 60-1.40 and 60-2. : } , -

e S i b e BN, R
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EXHIBIT “G"

This Exhibit "G" to the BERRY STATE UNIT Operating Agreement, hereinaftexr referenced
to as “"Subject Agreement", hereby creates a partnership for United States income tax
purposes and sets forth the manner in which the Parties thereto will implement the
agreement not to exercise the election to be excluded from the ‘provisions of Sub-
chapter K, Chapter 1, Subtitle A of the Internal Revenue Code of 1954, as amended.
If any property covered by the Subject Agreement is permanently located in ‘a state
which has income tax statutes with provisions similar or related to the Federal
statute referred to in the preceding sentence, this Agreement shall be effective
under such state income tax law.

The partnership elects for purposes of all income tax returns: (3) to use the
accrual method of accounting, (B} to adopt the calendar year as the annual account-
ing period; (C) to charge to expense all intangible drilling and development costs
incurred in the drilling of both productive and non-productive wells and the pre-
paration of wells for production of oil and gas, in accordance with Section 263{(C),
Internal Revenue Code of 1954, and comparable provisions of State Law, (D) to compute
the allowance for depreciation in respect of all property subject to depreciation
that is acquired by or for the partnership in’ accordance with the Asset Depreciation
Range System. Allowances for depreclatlon will be computed u51ng the liaximum rate
and the shortest life permissible uhder the Asset Depreciation Range System,

(E) Operator agrees to consult with the ‘other partners prlor to making anv. other
tax elections- recuared by- yu&uucLbﬂlp- Each Party agrees timely to provide Operator
with all pertinent information relating to the operation under the Subject Agreément
as is necessary for the proper preparation of such income tax returns. Operator is
hereby granted authority in its discretion to make any election under applicable
state law and the United States Intermal Revenue laws and requlations which a part-
nership may make or which may be made by the partnership or any partnex.

Specifically, without limiting Operator's general authority to make elections as
stated in the above paragraph, the Parties hereto agree that for United States and
state income tax purposes the gains and losses from sales, abandonments, and other
disposition of property and all classes of costs, expenses and credits, ifrluding
depreciation and depletion, will be shared and accounted for by the Partles hereto
in any appllcable income tax return as follows.

(a) The production costs will be allocated as dedudtions to each Party
in accordance with its respective coatributions to such costs.

({b) The exploration costs and intangible drilling and dévelopment costs
will be allocated’is deductions to each Party in accordance with its
respective contributions to such costs.

-
[$]
N

The depreciation on tangible equipment will be allocated to each
Party in accordance with its respective contributions to the
adjusted basis of such equipment.

(d) The deduction for depletion with respect to each separate property
or elected combination of properties as defined or provided for in
Section 614 0f the Code shall be determined separately for and by
each party as provided for in Section 613A(c) (7) {D) of the Code.
The deduction for depletion for any state income tax purpose. shall
be made upon a basis comparable with that provided in the preceding
sentence with respect to Federal income tax computations if appli-
cable state law authorizes such method; provided, however, if such
method is not authorized and depletion deductions are required to
be computed as a total amount for any property, such depletion
deduction shall be allocated between the Parties in the same ratio
as the Parties' respective shares of the total adjusted basis of
the property subject to the depletion deduction until such adjusted
basis is first reduced to zero and thereafter shall be allocated in
the ratio which the parties realize gross income which is subject
to depletion.

(e} Gains and losses from each sale, abandonment or other disposition
of the property (other than the hydrocarbon substances produced




(£)

{9)

(h}

under the provisions of Subject 2greement) will be attributed to

- the Parties in such manner as to reflect the gains and losses that

would have been includable in their respective ircome tax returns
if such property were held by the Parties outside Subject Agreement.
The computations will take into account each Party's share of the
proceeds derived during the year, selling expenses and the Party's
respective contributions to the unadjusted cost basis of such prop-
erty, less any allowed or allowable depreciation, depletion,
amortization or other deductions which have been allocated to each
Party with respect to such property as provided herein.

Any investment credit allowed for income tax purposes will be
allocated to the Parties in accordance with their respective
contributions to qualified investments as provxded in the
appropriate statute.

All other classes of cosv éexpenses, income, and credits not falllng
within subparagraphs (a)! 73}, (¢), (d),,(e) and (f) ahove will be
allocated to and accounted for by each Party in accordance with its.
respective contribution to such costs, expensas and credits.

Any recapture treated as an increase in tax, decxease ‘in credit, or
increase in- ordinarv income under Sections 47, 1245, 1250, or 1254

of the Infernal Revenue Code of 1954 shall be allocated to the part-

nexrs in the amounts in which such recaptured items were previously
allocated to them.

Without limiting the authority of Operator under the Subject Agreement and to the
extent that information regarding operations conducted under Subject Agreement has
been provided to Operator by the Parties, at least thirty (30) days prior to the
filing of any income tax return pursuant hereto, Operator will furnish the Parties
a draft thereof and other Parties will have the right to review and suggest any
amendment considered by them to ke pertinent or necessary.

In the event any interest in the Subject Agreement is transferred, conveyed or
assigned by one of the Parties hereto to any third party subject to the income
tax laws of the United States of America, such-transfer, conveyance or assxgn—
ment will be made subject to this Agreement.

Exhibit "G”
Page 2
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BEFORE EXANMINER STAME]S
OIL CONSE= VATION DIVISI@N

| _EXHIBIT NO. o5~
CASENG 2242 4

UNION OIL COMPANY OF CALIFORNIA

CENTRAL REGION
MIDLAND DISTRICT

REFLECTION SE!SMOGRAPY SURVEY

Submitice vy _ 22N/ AN,

BERRY PROSPECT

Hearing Date

LEA COUMTY, NEW MEXICO

T/SILURO DEVONIAN
(ADJUSTED)

CONTOUR INTERVAL: 100 FEET
CATLM V. R. H. C. E. SINGLETARY REV. MARCH, 1981
INTERPRETATION BY: D. B. HARRIS DATE MARCH, (980
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Docket No. 17-81

Dockets Nos. 19-81 and 20-81 are teatatively set for June 17 and July 2, 1981. Applications for hearing must
be filed at least”22 days in advance of hearing date.

DOCKET: EXAMINER HEARING - WEDNESDAY - JUNE 3, 1981

9 AM., - OIL COHSERVATION DIVISION CONFERENCE R00M,
STATE LAND OFFICE BU[LD{NG SANTA FE NEN “LXICO

The foliowing cases will be heard before Riuhard L. Stamets, Examiner, or Daniel S.-Nutter, Alternate Exaniner: -

CASE 7261: Applxcatlon of Robert N. Enfield for a unit agreenent Chaves County, New Mexizo.

‘Applicant, in“the above-styled cause, seeks approval for the Pecos River Bluff Unit Area, comprlsxng
4789 acres, wmore or less, of State and Federal lands in Township 13 South, Range 27 East.

““Application bfkﬁn§6nréii b;ﬁﬁany_of California for a unit agreement, Lea County, New Mexico.
Applicant, in the above=styled cause, seeks appraoval for the Berry State Unit Avea, comprising 2,228
acres, more or less, of State lands in Township 21 South, Ranges 33 and 34 East.

CASE 7263: Application of Yates Patroleum Corporation For amendment of Order No. R-5527, Eddy County, New Mexico,

Applicant, in The above-styled cause; seeks the amendment of Divisi'on Order No. R-3527, uhlch approved
an unorthodox Morrow location, to permit the recompletion of its Blevins "IK" Hcll N92,1 in Unit D of
Section 35, Township_l7 South,.Ranye 95 East;-as an uuorthouox 45 Woll tocation in all Wolfcamp and

Pennsylvanlan “formations.

CASE 7238: {(Continued frbm May 6, 1981, Examiner Hearing)

Application of Holly Energy, Inc. for direction:.l dvilling and an unorthodox gas well ldcation, Lea
County, Néw Mexico. Applicant, in the above-styled cause, secks authority to directionally drill
its Salt Lake South Deep Well No. 1, the surface location of which is 218% feet from the North line
and 500 feet from the East line of Section 6, Township 21 South, Range 32 East, South Salt Lake-
Morrow Gas Pool, in"a northerly direction to bottoem it within 150 feet of the center of Unit A

{Lot 1) of said Section 6, Lots 1 thru 8 to be dedicated to the well.

CASE 7217: (Continued and Readvertised)

Application of Harvey E. Yates Company for an unorthodox gas well location, Eddy County, Naw Mexico.
Applicant, in the above-styled cause, seeks approval for the unorthodox Wolfcamp-Pennsylvanian loca-
tion of its Travis Ohio State Com Well No. 1 to be drilled 760 fcet from the South line and 660 feet
from the West-line of Section 13, Township 18 South, Range 28 East, the S/2 of said Section 13 to be
dedicated to the well.

CASE 7251: (Continued from May 6, ‘1981 Examiner Hearing)

* Application of Southera Union Exploratlon Company of Texas for compulsory pooling, Rio Arriba County,
New Mexico. Applicant, in the above-styled:cause, $eeks an order pooling all tineral interests in
the West Puerto Chiguito-Mancos Oil Pool undetlying all of Spct}on 36, Township 24 North, Range 1
West, to be dedicated to its Mobil Federal Well No. 1l drilled at-'a standard location thereon. Also
to be considered will be the cost of drilling and completing said well and the allocation of the
cost thereof as well as actual operating costs and charges for supervision, designation of applicant
as operator of the well, and a chatge for risk involved in drilling said well,

CASF, 7264: Application of Cities Service Company for a salt water disposal well, McKinley County; New Mexicc.
Applicant, in the above-styled cause, sceks authority to dispose of produced salt water into the
Entrada formation at a depth of 5200 feet to 5350 feet in its Federal “E" Well No. 2 in Unit H of
Sectlon 28, Township 19 North, Range 5 West, .

CASE 7265: Application of Tenneco 0il Company for an unorthodox gas well location, Eddy County, New Mexico.
Applicant, in the above-styled cause, seeks approval for the unorthodox location of a well to be
drilled 2310 feet from the North line and 990 feet from the West line of Section ‘13, Township 21
South, Range 25 East, Catclaw Draw-Morrow Gas Pool, the N/2 of said Section 13 to be dedicated to
the well.

CASE 7266: Application of Tenneco 0il Company for an unorthodox gas well lOCathn, Eddy uounty, New Mexico.
Applicant, in the above-sfyled cause, seeks approval for the unorthodox location of a well to be
drilled 660 feet from the North line and 1650 feet from the East line of Section 14, Township 21
South, Range 15 East, Catclaw Draw-Morrow Gas Pool, the N/2 of said Section 14 to be dédicated to
the well,
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ECEIVED
o . _ LAW OFFICES OF L \’ MAYQ 7 1981 ’ '
JENNINGS & CHRISTY . R
JAMES T.JENNINGS , : 1012 SECURITY NATIONAL BANK BUILDING OlL CONEERIALFRI TRVISION
_sm B.cHRISTY & p.0.BOX 1180 A61% BE°
SEAT GrCONETANTINE . ROSWELL, NEW MEXICO 88201
May 6, 1981
0il Conservation Division : o 10 22624
State of New Mexico . L/Cvﬂ

P. 0. Box 2088 -
Santa Fe/ MM 87501

‘Application for Approval of Berry
State Unit, Lea County, New Mexico

Gentlemen:

Enciosed herewith you will £ind an’Application in duplicate

. which we are filing on behalf of Union 0il Company of Cali-

fornia for the approval of the Berry State Unit covering
2,228.32 acres of State lands in Lea County, New Mexico.
Please set ‘this matter down for hearing pefore the Examiner
on the June 3 :docket. If there are any guestions please call
us.

Very truly yours,

HRISTY

gnci.

cc: Robert V. Lockhart

1
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OIL CONSZRVATION T)?VISIéN

BEFORE THE OIL CONSERVATION DIVISION SANTA FE
OIL, & ENERGY MINERALS DEPARTMENT

STATE OF NEW MEXICO

IN THE MATTER OF THE APPLICATION

OF UNION OIL COMPANY OF CALIFORNIA

 FOR APPROVAL OF THE BERRY STATE

UNIT AGREEMENT, LEA COUNTY, NEW MEXICO. . o . = 7(.7

" (e 7FCT

APPLICATION

COMES NOW Applicant, Union 0il Company of California;”b}

its attorneys, Jennings & Christy, and requests approval of the

,WWBg;;j sﬁgngUnit Agreement covering 2,228;32 acres of State’lands,

Lea County, New Mexi¢o, and in support of its Application states:

1. Applicant desires to obtain Division's approval of the

" Berry State Unit Agreement covering 2,228.32 acres of State lands

described as follows:

LEA COUNTY, NEW MEXICO

TOWHSHIP 21 SOUTH, RANGE 33 EAST, N.M.P.M.

Section 13: All
. Section ldé: Ek
Section 24: . 2l1l

TOWNSHIP 21 SOUTH, RANGE 34 EAST, N.M.P.M.

Section 18: ‘Lots 1, 2, 3, 4, EhW:
Section 19: Lots 1, 2, 3, 4, EXWk

2. Applicant proposes tb drill a Morrow test well to be lo-
éated 1,980' FSL and 1,980' FEL of Section 13, Township 21 Soﬁﬁh,
Range 33 Bast, to a depth sufficient to test the Morrow formation
or 14,300 feet, whichever is ljesser, and feels that the Unit Agree-
ment‘will promote the prevention of waste and the protection of
c&#relative rights within the Unit Area. |

3. Applicant will be the operator of the Unit Area.




i 4. A copy of the Unit Agreement will be furnished at the
o time of the hearing and a copy of the proposed Unit Area reflect-
é ing the State acreage and the leases is attached hereto and marked
f Exhibit "A",
R é WHEREFORE, the Appliéant reqﬁests the Division to set this
Pl 1

matter down for hearing before an examiner at an early date, pub-

N | ~ lish notice as required by law, and after hearing issue its order
L. "~ i

B § , approving the Berry State Unit Agreement.
Lo Respectfully submitted,
N

UNION OIL COMPANY OF CALIFORNIA

f - , : Edr JPmnings & Chri ' S
SR o ' A yneys for<Appldcant ‘ ;
" P2, Box 1180 :
* Roswell, New Mexico 88201 ‘
g ,
.
K
3
<

~\




EXHIBIT "A"

R34 E
A ‘ ]
. GETTY —{” TEXACO
Y- , LG-1239 | @ | 3493 LG-3427 ~| B-158-3
; ’1/1 - 2*3&4? HBP
-SUPERIOR S R < ;
s : - 2 ' ——— e e = O
| ' , 6453%(3“,: 64'0.300Ac. 3 3“—9‘ Gslz'atgeAc ‘ -
b ® | . AMOCO- -
S | v‘ | | 4 LG-1374
- | 4-38.52 @ )
) - ’ i - ) .
f*; - < | STATE _ smn;'@' i sn!rs -
| A I e s meuy - 1-38.56 1
UNION union | -
:* @ leaazet | L-6679 |
: A T —
= I NATOMAS 2-30.5 !
», B : LG-124! o |
L sqoz_dsonc. L 640.00 Ac. 33063 _ 634.94 Ac.
] ' 4-38.66 !
< I | | |
STATE | STATE o
|
; o
| O TRACT NUMBER - EXHIBIT g
B © ' TOTAL UNIT AREA CONSISTS OF STATE LANDS - 2228.32 Ac.

EXHIBIT "A"
- BERRY STATE UNIT
LEA COUNTY, NEW MEXICO

o 5000 FEET
0 ! MILE




B T g o ee e
y//’ Fa s GG D o
| (i N
. . !, ‘ H I
[
[

LEFORE THE OIL CONSERVATION DIVISION SANTA FE
0IL & ENERGY MINERALS DEPARTMENT
] STATE OF NEW MEXICO
iy IN THE MATTER OF THE APPLICATION
4 OF UNION OIL COMPANY OF CALIFORNIA. ,
- FOR APPROVAL OF THE BERRY STATE 5 70 2
UNIT AGREEMENT, LEA COUNTY, NEW MEXICO Ciy,¢2 ) Ao~

APPLICATION

’ * [
il L s o
. i
)
1

- COMES NOW Applicaht,“Union oil Company of california, by

g
ecene Rt e

jts attorneysS: Jenﬁ%pgs & Christy. and requests approval of the
Berry State Unit Agieement covering 2,228.32 acres of State lands,
Lea’Counﬁy, New Mékico, and in Support of its Application states:
; : 1. Appifbéﬁf‘dé<ires-to obtain pivision's apprOVal,of the
‘Berry State UnitkAgreementicovering 2)228.32‘acres of state lands
i described as follows: . |

LEA COUNTY, NEW ME)}ICO
'}‘OWN'SHIP 2 SOUTH, RANGE 33 EAST, N.M.P.&L
gection 13: All L

gsection 14: EX%
Section 24: All
S

TOWNSHIP 5] SOUTH, RANGE 34 EAST, N.M.P.M.

S cection 18: Lots l: 2, 3, 4, E¥W:
E o gection 19: Lots 1, 2, 3, 4 EXW

2. Applicant proposes,to drill a Morxow test well to pe lo=
cated 1,980"FSL'and 1,980 FEL of Section 13, Township 21 gsouth,
Rang% 33 East, to 2 depth'sufficient to test the Morxow formation

or 14,300 feet, whichever is lesser, and feels that the‘Unit‘Agree—

ment will promote the prevention of waste and the protectidn of
correlative rights within the Unit Area.

-~

3. Applicant will be the operator of the Unit Area.




4. A copy of the Unit Agreement will be furnished at the
time of the hearing and a copy of the proposed Unit Area reflect-
ing the State acreagé and the leases is attached hereto and marked
. _ Exhibit "A",
WHEREFORE, the Applicant requests the Division to set this
matter down fok'héariﬁg‘before an examiner at an early date, pub—
. lish notice as required by law, and after hearing issue its order
o approving'tﬁéfBerry State Unit Agreement. -
: Respectfully submitted,
e UNION OIL COMPANY OF CALIFORNIA
’:‘ . * v . '/I ;"I'\ A _~ .
T ' o By XW A P i St 1 1.
o . Fof Jénnings” & isty 6/
T ’ : : ~ Kttoyneys(for Applicant ™
@b ‘ » . P. 0. Box
o : ' Roswell, New Mexico 88201
) v

¢ e prosm i s e e LAY bt

f;,
b
P
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EXHIBIT "A"
4 R
9 l _JA ) -;-38.45 B HBSPG-B
SUPERIOR— £ O | T
] : 54!)%01\(;. : 64|0.300Ac.< ) [3-384s! —63'3%8:(:- T 21
' ' - | ® . AMOCO S
i ‘ | o ! L6374
M ':| STATE _ smrﬁ ,@smre
e e 1-38.56 |
: 9 UNION: UNION |
: @) LG-3428 < L;’6679 I
I  NaATomas et |
0 LG-1241 i
23 24 = o 9
: 640.00Ac i 640.00 Ac. 38.63 634.44 Ac.
¢

. (@) TRACT NUMBER - EXHIBIT “B"

EXHIBIT "A"
BERRY STATE UNIT
LEA COUNTY, NEW MEXICO

i o 5000 FEET

o _ I MILE

TOTAL UNIT AREA CbN“SISTS OF STATE LANDS - 2228.32 Ac.
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STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
OIL CONSERVATION DIVISION

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

CASE NO. 7262

7 order No. R-{ 20
. . ~ e
APPLICATION OF _UNION OIL CONMPANY OF CALIFORNIA

FOR APPROVAL OF THE - BERRY‘STATE

UNIT AGREEMENT, LEA county, NEW MEXICO.

/

%/{ ORDER OF THE DIVISION ( P

THE DIVISION:

ml
w

~This ‘cause came on for hearing at 9 a.m. on _ June 3

19 81 ____+ at Santa Fe, New Mexico, before Examiner Rlchard L., Stamels

NOW, ‘on this day of June . s 19 82 , the

Division Diréctor, having oonsidered the testimony, the record,
and the recommendations of the Examiner, and being fully advised
in tﬁe premises, | | '

FINDS:

(1) That due public notice having been given as required by
law, the Division has Jurisdiction of this cause and the subject
matter thereof. ’ S '

(2) That the applicant, Union 0il Company of California 'v

seeks approval of the 'Béfry State Unit Agreement

covering 2,228 3% acres, more or less, of Statexxibdenah

and- e lands described as follows:

\ LEA COUNTY, NEW MEXICO
yrewnsdep 24 Soult /?w , PP
R (TR Sy 77 A
S sk /2,

Qothrh Y Y

/-‘"‘"\/ .
(3) That all plans of development and operation and-creation

expansiocns, or contractions of participating areas or expansions
or contractions of the unit area, should be submitted to the

Director of the Division for approval.

Ui
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{(4) That approval of the proposed unit agreement should
promote the prevention of waste and the protection of correlative
rights within the unit avrea.

IT IS THEREFORE ORDERED:

Berry State . Unit Agreeme

(l) That the

is hereby approved. ‘

(2) That the plan contained-in said unit agreement for the
development and operation of the unit area is hereby approved inr
principle as a proper conservatlon measure, propided, however,
that notwithstanding any of the provigsions contained in said unit
agreement, this approval shall not be considered as waiving or
relinqeiahing, in any manner, ahy right, duty, or obligation

which is now) or m%y hereafter be, vested in the Division to

supervise and control operations for the exploration and develop- |

ment of any lands committéd to the unit and production of oil or

gas therefrom, \

(3) That the unit-Operator shall file with the Divisioﬁ an
executed'original‘or executed counterpart of the unit agreement
within 30 daYé after the effective date thereof; that in the event
of subsequent joinder by any party or expansxon or contraction of
the unit area, the unit operator shall f11e with the Dlvision
within 30 days thereafter counterparts of the unit agreement
reflecting the subscription of thcse interests ﬁaving joined or
ratified,

(4) That all plans of development and operation, all unit
participating areas and expansions and contractions thereof, and
all expansions or contractions of the unit area, shall be
submitted to the Director of the Oil Conservation Division for
approvgl.

(5) That this order shall become effective upon the approval
of said unit agreement by the Commissioner of Public Lands for +hel

EEm—
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State of New Mexico and-the—birecter—of-the-United-States-Geologi-
cal—Survey; that this order shall-terminate ipso facto ﬁponjthe
termination of said uﬁit agreement; and that the last unit opera-
tor shall notify the Division immediately in writing of such
termination, |

(6) That jurisdiction of this cause is retained for the
entry of such further orders as the Division may deem necessary.

DONE at SantafFef New Mexico, on the day and year Lierein~-
above designated. - | |

7




