CASE 30l11l: Application of SHELL

OIL CO. for approval of the
WAGONTIRE UNIT AGREEMENT.
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BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
COMMISSION OF NEW MEXICO FOR
THE PURPOSE OF CONSIDERIKG:

CASE No,

Order No.

APPLICATION OF SHELL OIL COMPANY /’\

FOR APPROVAL OF THE WAGONTIRE
UNIT AGREEMENT, EDDY COUNTY, -

MEXICO.

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 eleieck a.m. on ‘
March 18 , 196#, at Santa Fe, New Mexico, before the 0il Conser-

vation Commission of New Mexico, hereinafter referred to as the
"Commission,."

NOW, on this day of March , 1961, the Commission,
a quorum being present, having considered the testimony presented

and the exhibits received at said hearing, and being fully advised
in the premises, S ‘

FINDS:

(1) That due public notice having been given as required by

law, the Commission has jurisdiction of this cause and the subject
matter thereof.

(2) That the applicant, Shell 0il Company, seeks approval
of the Wagontire Unit Agreement covering 8,054 acres, more oI
less, of State, Federal and Fee lands in Township 23 South,
Range 23 East, NMPM, Eddy County, New Mexico.

(3) That approval of the proposed Wagontire Unit Agreement
will in principle tend to promote the conservation of oil and gas

and the prevention of waste.

IT IS THEREFORE ORDERED:

(1) That the Wagontire Unit Agreement is hereby approved.
(2) That the plan under which the unit area shall be oper-

ated shall be embraced in the form of a unit agreement for the
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;development and operation of the Wagontire Unit Area, and such
1

‘plan shall be known as the Wagontire Unit Agreement Plan.
(3) That the Wagontire Unit Agreement Plan is hereby

approved in principle as a proper conservation measure; provided,
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however, that noilwiihsianding any of the provisions contained in

isaid unit agreement, this approval shall not be considered as

iwaiving or relinquishing, in any menner, any right, duty, or

obllgatlon which is now, or may hereafter be, wvested in the 0il

1Conservatlon Commission of New Mexico by law relative to the
|
i upervision and control of operations for the exploration and

o

evelopment of any lands committed to the Wagontire Unit, or

relative to the production of o0il or gas therefrom.

(4) (a) That the unit area shall be:

NEW MEXICO PRINCIPAL MERIDIAN

EDDY COUNTYZ, NEW MEXICO
TOWNSHIP 23 SOUTH, RANGE 23 EAST.
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containing 8-8584~acres, more or less.

§ ' (p) That the unit area may be enlarged or contracted
;as provided in said plan; provided, however, that administrative
lapproval for expansion or contraction of the unit area must also
be obtained from the Secretary-Director of the Commission.

| (5) That the unit operator shall file with the Commission
an executed original or executed counterpart of the Wagontire

@Unit Agreement within 30 days after the effective date thereof.
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In the event of subsequent joinder by any party or expansion or
contraction of the unit area, the unit operator shall file with
the Commission within 30 days thereafter counterparts of the
unit agreement reflecting the subscription of those interests

having joined or ratified.
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{6} That tlhis order shall become effective upon the approval
i

!
of said unit agreement by the Commissioner of Public Lands for the

State of New Mexico and the Director of the United States Geologiﬁ

|

1
cal Survey, and shall terminate ipso facto upon the termination of

said unit agreement. The last unit operator shall notify the
Commission immediately in writing of such termination.

(7) That jurisdiction of this cause is retained for the
entry of such further orders as the Commission may deem neces-
sary.

DONE at Santa Fe, New Mexico, on the day and year herein-
above designated.
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BEFORE THE
NEW MEXICO OoIL CONSERVATION COMMISSION
Santa Fe, New Mexico
Maprch 18, 1904

£
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REGULAR HEARING

IN THE MATTER OF:

FABSIING TON, n, =,
PHONE 325-1182
S

fppsliicatlion of Shell 01l Company ior & uni
a; reement, Eddy County, New Mexico.

VICE, Inc.

SANTA FL, N, M.
FHONE 983-3971

BEFORE: Honorable Jack M. Camplell, Governor
t. L. (rete) rorver, fecretary=-Director

MEHHKREPORTHW;SER

TRANSCRIPT OF HEARING

DEARNLEY-

ALBUQUERQUE, N. ™
PHONE 243.669}
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SEFORE THE
NEW MEXICO OIL CONSERVATION COMMISSION
Santa Fe, New Mexico
March 13, 1964

REGULAR HEARING

W e A= P L SR e W e eGP M WL MR ST Wm P e W A W Sh W

IN THE MATTER OF:

Application of Shell 01l Company
for a unit agreement, Eddy County,
New Mexicc,

CASE NO. _301}

- . A — W Sy Gy S G R BB - . - S = A R Gme e . S W e e A an e vm W

BEFORE: Honorable Jack M. Campbell, Governor

A

4. L. (Pete) Porter, Secretary-Director

TRANSCRIPT OF HEARING

MR. PORTER: Case 3011

MR. DURRETT: Application of Shell 011 Company for &
unit agreement, Eddy County, New Mexlco.

MR. MORRIS: May it please the Commission, I am Richard
Morris, of Seth, Montgomery, Federici and Andrewe, of Santa Fe,
New Mexlco, appearing in this case on behall of the applicant,
Shell 01l Company. We wilil have two witnesses in this case. Mr.
0. V. Lawrence will testify with resgect to the land matters
involved and Mr. Mark Robinson will tostify with respect to the

geological aspects of the case. I ask that they be sworn, pliease.

®©
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(Witnesses sworn)
MR. PORTER: May I asik at this time if there are any
other apprearances in the case? Mr, Morris, you may proceed with

your first witness,

0. V. LAWRENCE,
called as a witness hereln, having been (irst duly sworn, was
examined and testified as follows:

DIRECT EXAMINATION

C Mr., Lawrence, please state your name, by whom you are
employed, in what capaclity and where you are located?

A 0. V. Lawrence, Shell 0il Company, Roswell Devision
Land Manager, Roswell, New Mexico.

] Mr, Lawrence, have you previously testified before the
New Mexico 01l Conservation Commisslion, or one of ite examiners
and had your qualifications as an expert witness in land matiers
accepted?

A I have.

G Are you famlliar with the application of Shell 0il
Company in this case?

A I am.

MR. MORRIS: May Mr. Lawrence testify as an expert

witness?

®©
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MR. PORTER: Yes, nhlg qualifications are acceptable,
Mr. Merris,
Q (By Mr. Morris) Mr. Lawrence, what ie it that Shell
seeks by the application in Case No, 3011°

val of the Wagontire Unit area comprising 8,058

i~
I

T

©

acres more or less in Townshlp 23 South, Ranze 23 East, Eddy
County, New Mexico,

& I would refer you at the outsget, iMr. Lawrence, tc what
has been marked as Exhiblt Number One in thls case, and ask you
to state what that exhibits?

A It 1s a plat which 1s shown to be Exhiblt & to the

unit agreement, and it shows the proposed unlt area,.

¢ Now, Exhibit One is the ualt agreement itself; is that
correct?

A I am sorry, I mlsunderstood how you have numbered the
exhibits.

Q Exhibit One 1s the unit azreement for the Wagontire

Unit areasa.
A A1l right, sir. Yes.
G Then, attached to that exhiblt is an exhibit, which is

Exhibit 4, a plat showing the outline of the unit area; is that

correct?
A That is true, yes.
c Referring to Exhibit & of the unit agreement, would you

®
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L. C. Harris, Joseph Seagram,Jacquelire Anderson, Baird 011

explain what that showa?

A Bailbit £ in a plat showlng the proposed unit nrvew and
1t also hae the cutllne of the unit. It sﬁows the acreage in the
unit beinz Federazal, State and patented land. It is all coded on
the exhiblt. It also shows thie nwther of Federal acreaze involved
which is 6,300,703, and State land 1s 640 and patented iznd 1is
560 acres., It also shows the tract numiers which are keyed into
Exnlbit B of the unit zgreement.,

Q Referring to that Exhibit 3 of the unlit agreemsnt, what
doesg tnat show?

A Exhibit B shows the various tracts in the unit area.
The description of the land covered Ly each tract, the worklng
interest owner, the rcyalty owner, the overriding royalty owner,
and, I belleve that pretty well covers 1t.

Q who are the workinz lnterest owners in this proposed
unit?

A There are 11 working interest owners, belng Shell, Union

Company, Mobll, Fehrman and Holt, Monsanto, Skelly and Internationgl

011 2nd Gas.

Q Of these working interests that you have just named,
how nmany of them have committed thelir Interest te the unit agree~
ment?

A A1l of the working Interests have aliready, or have agreef

4

;
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to commit their interesi Lo ithe Versontire Unlt,

C That would be wlin respeci Lo Pederal, State and npatened
landa?

A Yea, s8ir,

¢ Concerninx just the pastented laznd for the moment, ir,
lLawrence, what 1s the status of the oindeg or the royalty owners
in those lands®

A 2311 of the royality owners hnave uecn .ontacued, 2wd the
royalty ownership 1is unfiled threushout the 40U acres o: uatented
land. They are presentiy considering _oining the unit.

C Has the unit agreement been presented to the United
States Geolozical Survey?

& Yes, sir, it has and the Director has given preliminary
approval.

o Has the unit agreement been presented to the New Mexico

State Land Offices

il It has and 1f has been approved hy the Unit Division =s
to form,

Q What is the {orm of the unit agreement, 1. Lawrence?

A The fexrm is that rorin whlch nas heen zccepted by the

Director, the Commissioner and also the Commission, where Federal,
State and patented lands are involved.

C Under the unit agreement, wno le designated as the unilt

®
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o chell GAL1 Comprny.
{ vVhat formatione are uniiize:dr
All tfermations are wnitized In the vnlt rea, as shown
In Yersgrach Theee of Lhsg unit o sreement,
C Ag unlt orerator, whzt wlll te Shell's onligation,

s

dGriiiliny ovlisgailon, under the uull s veenmentt

.
o

Tne Srdliiing oblizatlion s coveren under VYarasreaph Nine

kS

of the unit a reesent, and beleifiy 1t stotes that = welil 1o to bhe

ek

commenced within olx moanths after the asproval of the unlt, and

-
[¢¥]
I
<

that the well 1s to he drillied to a denth o Tfeet, or fo test
the Clsco Canyon ov¢ commerclal production at a lesser depth.

] Does the asreement contaln ony provisions concerning
expansion or contraction of the urlt areat

It does have such a provision ior expansion and con-

traction.

< And under the teprms of the unlt azreement, what Wwilil be
the effective date of $he z:ireement?

A The eiffective Jate will be when 1t is approved by the
Commigsioner and the Dirvector.

© vWwas this unit zzreement prea
direction, Mr. lawrencey

.
y Tt w

o

MR, MORRIS: If the Comrisslon plezse, we offer at this

time Exhiblt One, which 1s the unlt azreement in this czos, and
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3Y iR,

move 1ts acceptance.

MR, PORTER: without

onla
admitted,

MORRTA.  hnt e oLl

e Eal
R ¥ 8

this time.

MR. PORTER: Poesg anyone

The witaess may be exc.sed,

ctlon, the exhlbit wlli ve

L nave irom Mr. Lawrence at

have & questieon or Me. Lawr

#. L. ROBINSON,

called as 2 witnesy hereln, naving

examined and testiflied =25 reliows:
DIRECT EXAMI

MORRIS:

¢ M., R’nlason,

enpioyed,; 3a whai cupaclity and wher

A M. L. Roninsgon, Snell 0Ll

ceen Divst

Guly sworn, was

HATION

¢ youy name, by Wnom you are
e yo are Tocated?

o v .
Company,

Division

Exnloretion Manaser, Rosvell, ‘lew [loxilco
{ Hp. Robinson, nove you tesyilled previouswy pefore this
Commission or one of its examiners, and hadl your qualiilcations

ag an expert witness in gaological
3 vl Rt )
Yes, sirs, I nave.
¢ Are you fFamiliar with the

appllesatlion in tnls case:

se0lovy concerned with

nceyg

~
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N Sy ATIYY - Fin- AN L o PRI vy
MR, 1 ORTER: e Cumalcaion omuetlers e wiinasg
P

QU(‘: vdsren,

8 ! r Texseyn § ¢ \‘ o R B B e vy N LR

G Loy e HQUILLY Git e 3\)\.l.uu\)nts E ‘yl)c I . [SRCEN T 0]
ety Ta ~ M N . -y~ -7 PN R P S I ar - [ N A L. -
wnsh Ao Leen marced oo rxhtbhie Mooy Poo An Lhls case, snd

would you statc vwhat vhst Lo, wigaso’
The exnliuvle, wilen I velleve Lo Lu roav of
the Governor or v, (ovter, 1o o struciture map, a2 selomic sbructur&

)

map which shows an antliceiine naviong 00 feet of caiosure, as mapped
on selsmlc data at pre-renusyivanlan level, whicn 1s somewhat
below the cbjectiive, Closoo Canyeit, wg are proposing driiling to,
However, this is the besnt aep vwe could mile 3n this ares ond

based on our exverlencs: in thig country. we feel 1t

deplcts the structure coniiguration at the Cisco Canyon ievel wher
we plan to drill this test.
¢ What control wos avalizlie to you as the Lasis ifor

preparing this structure mapy

A This map is veased on approxliavely & one rlll rade work
of seismlc ilnes, tnat are Indiczied on the nizi there in the
biacik. There was no suvsuriice or surizce information used in

prevaring cnis map. 1% is stricily o selsmic lnterpretation.

G Does your pist aisc show yous vroposed irocation lJor the
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Inltlal well In thils

doruneast

2% South,

location will

Q
Ar.
effective

r.l

the closure

o~

the unit form in thnls particulnr 2ircuugtance,

application prevent

i}
an
[

<

dlrection?
sir.

Yes,

Einibit Tw

nogpibhilities on

Robinson.

natural resgsouvices

il area?

indleates - Jocation in

vhe

Luarcer O the souvneast fuarvier of Heeblo v, rownship

west

Honse 23 Eost. It 1s my ooinion the2t & #v thie
Jafdrly evaluste the Cisco Canyon productilon

the pronosed unit.

Ii production should se ottnluned icom thily Initlial well,

will Shell C4LL: Coumvany, &3 orerator of the unig;

control o the productive ares ol the Cilscco

Cangont

-~

Yee, sir. In my opinion, this unit Tairiy embraces

and enhances the potentially nroluctive urea.

What zre the advantages ol ogerating these lands

L=

under

My, Robinsonv

It will provide {or orderily developwent and conservation

of oll ana a8,

2"1 .

2

Rovingson, in your opinion, wWill spproval of ih

Fo
b

waste and protect correlastlive rizhts?

sir,

Yes,

(W]

in my opinion, L il

Was Exhlbit Mumber Two prensred by you or uader your

I am afrald I have gotien lost. That is Exhibit Txo?

MR, MORRIS: If the Comalssion osicase, woulid of'fer

vie

o into evldence at this iime, = asic that the Cormisaiorn
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conslder Eahtbit head or Two o conZidentliot since thiis s oon
C. . Robiason oo fadlcested hias nnme cud address

expicrntory unt

N )

von this exhdtit, ~ud woula "ike Lo heve Lt reburezd Lo hiltn L0 th

. TP B - S Y .

wWou L ue :10:‘)8-‘\.:/!0.
.I)-; i-‘O‘.V'-’ft?'\':. s WIEE S s Tt Tear N S B S N R DR
P £ SPR F5 PR o5 YO MUY VA s a2 Iy v el U s LIS ARt b

then withdr-w 1t Urom Lhe rocorda:

AR, VICHRIG: Vo, slr. W orier the exhiblt lor thc

evoluaitlon by the Crusission o ocopiviag ot oz epdln o b oedtored
1in this casce. Inwover, =ffter fthe ovder i onlered, we wonis

appreslote the =2xnibii neling returned Lo Mr. Robdnson and telo,
held confidencial while 1t 1ls in the hnnds o the Commission,
COVERNOR CAMPHRELL: It sounds ille Lo wg that you wont
o have your cawe and ant i, teo, Can't you offer in evidence
a description of some sort instoead ol offeving this:
MR, MORRIS: sGovernor, in times passed, the Comalssion

Staff has been interested in cxamining plat ol this scet in

v}
i3
n

arriving at 1its own indeperndent evaiusiion of whether the siructur
falrly covers the unii erea and vice versa. dowever, LI the

Commission s5talf would have no desive to mske such an examination
we would cerivalnly be navpy Lo withdreaw The zxnlbii at bthis (ime

and take 1t wita us.

I micut ve able Lo bhe of som: help ©o the Commiesion.

In explioratory uniits, we customariiy make this type of request,

nowever, in this case, Mr. ®oviason inlorus me Lthsi 12 the Oomnlss

bt

L on
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would Jdeslire 1t, we would wivhiirsw our qualified offer and ,ust
ofler it ap on exuitult ir thiae cage,

MR, FCRTER: On that baslis, 1t will

o
2
[¢]
2
0]
o
3
2

Morrlis, and made a part of the record,

MR, MORRIS: That's 311 I have to offer.

MR. FORTKR: Thanik you, sir. Does zanyone nave = guestlol
0f iMr., Roblnson? He may be excused,

Does anyone nave anylhing further:

GOVERNOR CAMPRELL: It locuws 1iwe thet 10 it tvrong out
tc e a ¢ry hole, he made = ©nl; mistaice, would have a publie
record of it, I ruecss, oubliec recor” ©of therce engineers' mistalkes.

MR.MORRIS: I have my suspicilons,

MR, PORTER: The Comimdiesion willl taize Lhe czuc under

acdvisement.
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STATE OF NEW MExIco }
COUNTY OF NERNALILLO b

1, ROY D. I
of Lernallllo, State ot

roresoing, and s .t.ached

Phone 243-6091

the same 1s 2 pprue and

March,'lgéh.

Albuquerque, New Mexico

1ty Commission Lxplres:

september 6, 1927,

WITNESS my He

wINs, Notary pPublilc in and for the County
- Ncw M2xlco, do nerehy certiiy that the

fpranscriot of H.apins betore the Mew

Mexico Gil conservatlon commhuoion wWud repocted by me, and thav

corrveat procopd ol the selid uroceedings,

to the hest of my wnowledse, aici1l, =2nd abiiity.

‘nd and Seal of Orvylce, this o3pd day of

= i 4
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Q | IN THE MATTER OF: )
g :: E§ )
Ei Application of Shelil Oil Company ) CASE NO. 3011
C} Yor a unit acreement, Eddy County, )
&z o New Mexlco. )
Ty 9
¢ = )
8 8 )
S B 8| .
05 o Z
EE % ¥| BEFORE: Honorablie Jack M. Campbell, Governor
N & § A. L. (Pete) Porter, Secretary-Director
Sl
[ 3
B i 3
LU :\; TRANSCRIPT OF HEARING
o 3
JAQ g
~ & . -
gg 1G] ? MR. PORTER: Case 32011
- :§ MR. DURRETT: Application of Shell Q0il Company :(or a
o~ 3
y Q : , . | .
H; unit agreement, Eddy County, Hew dMexico.
~ 2
= 2
~ U§J MR. MORRIS: May it please the Commission, I am Richard
EE gi Morris, of Seth, tlontsomery, Federicl and Andrews, of Santa Fe,
Q ~
g New Mexico, appearing in this case on behal:i of the applicant,
3
w . .- - .
Shei1l 011 Company. We wiil have two witnesses in this case. HMr,
0. V. Lawrence will testify with respect to the land matters
invoived and HMr. BMaric Robinson will tesiiiy with respect to the
zeolozical aspects o’ the case, I zsic that they e swWorn, please.

®©
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(Witnesses sworn)

MR. PORTER: ¢ley I ask at this time 15 there are any

P
o
oy

other avpuvegrances in the casc? e, dlorris., you may vroceed

your rirst witness.

0. V. LAWRENCE,
cailied as a8 witness herein, having ceen Jirst duly sworn, wWas
examined and tesivified as 1oliovs:
DIRECT EXAMINATION

BY MR. MORRIS:

Q Mr. Lawrence, please state your name, by whom you are
employed, in what capacity and where you are iocaled?

A O. V. Lawrence, Shell 0il Company, Roswell Devision
Land Manager. Roswell., tew Mexico.

Q Mr, Lawrence, have you previous:y testified beiore {he

New Mexico 0il Conservation Cowmwmission, or one oi its examiners

and had your quaiiirications as an expert witness in land matters

accepted?
2 I have.
8] fre you iamiliar with the apolication oi Shell 0il

Company in this case?
A I am.
MR. MORRIS: May M. Lawrence testiiy as an exvert

witness?
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M. FORTER: ves. sqeavions are accephmb\e;

. Morris.

0 (my Wv. 'ﬂorz'is‘; dr. [eurence: wopat 18
seeis VY he application in Casbe wo. RO
Yoo
2
N A Appvoval o the W3montire Unit avee comprlsint 5,04

acres more OF 1e8% in Township 273 aouiths Ran-e 23 ST, wAdy

™ G I woulG rejer you at the ouvsels M. Lawrence, L0 whatl
S/
%3 3 nas heen marked as Exhioil Mumber Oone in this casés and 28K you
2

cﬁuﬁi. s

s 2 =\ v° state what that exhibivs?

S % 3
wy U):z A 1t is 2 plat which 18 shoun ©O D€ mxnibit B Lo the
Z, £

i
EZ %. unit agreement, and 1% shovs the proposed unit area.
Q3

& . .. el as i
— e Now Bxhiblv Oone 15 the unitv aqreement 1osells is that
B i

- correct

& s
[ o .
— 5 A 1 am s0TTY s I misundersncoa how you have numbered the
W O

1plies

xhibi®T One 18 the unit agreement ror the Na;ontiye

DEARNLEY, M
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ey AL wnet vhoy shovwe?
A Exnivit & ig 2 pliat showin: the uwroposced unit areaz andg
it a1s0 has the outiine o the uniu. Ti shows the acreace in the

1

unit beinz Federza., State and vatenved iand., It is a:l coded on

N

the exhivit. It aiso shows the number oif Federal acrease involved

R

~
-
'

which is ©,800..3, and State land is €40 and vatented land is

00 acvres., IU aiso shows the vracy numbers which are keyed into

Phone 243-6091

Exnibit B of the uniit azreement.

Q Rerferrin: to that Exhibitv I oi the unit asreement, whai
dces that show?

A Exhibit B shows the various tracts in the unit area,
The description oi the land covered by each tract, the workingz

interest owner, the royalty owner, the overriding royalty owner,

Albugquerque, New Mexico

and, I beileve that pretty well covers it.

General Court Reporting Service

Suite 1120 Simms Building

A Who are the working interest owners in this proposed
; unit?
’ A There are 1l working interest owners, being Shell, Union]

L. C. Harris, Joseph Seazram,Jacquelire Anderson, Baird O0il

Company, Mobil, Fehrman and Holt, Monsanto, Skelly and Internationdi

DEARNLEY, MEIER, WILKINS and CROWNOV1

0il and Gss.

Q Of these working interests that you have [ust named,
how many o: them have committed their interest to the unit agree-
ment?

A A1l of tne working interests have aiready, or have aijreed
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to commit thelr Inveres. to thne Vacontire Unle,

b

That would be wiin respecw 1o Federal, State arad pawened

lands?
A Yes, sir.
" Concernin: ust tne patented iland ror the momeny, .

Lawrence, what is the staitus of the _oinder o7 the royality owners

in those landsY

Phone 243-606001

A A1l of the royalty owners nave peen 2ontacted, and the
royalty ownership is uniiled throughout the .v0 acres of patented
land. They are presently considering ,oining the unit.

Q 'Has the unit agreement veen presented to the United
States Geological Survey?

A Yes, sir, it has and the Director has given preliminary

Albuguerque, New Mexico

approval.

Q Hzs the unit agreement been presented to the New Mexico

Gencral Court Reporting Service

Suite 1120 Simms Building

State Land Cffice?

DEARNLEY, MEIER, WILKINS and CROWNOVER

A It has and 1t has been approved by the Uniti Division as
to form.

Q What is the form of the unit agreement, Mr. Lawrence?

A The form 1s that form which has been accepted by the

Director, the Commissioner and also the Commission, where Federal,
State and patented lands are involved.
8} Under the unit agreement, who is designated as the unit

operator?




DEARNLEY, MEIER, WILKINS and CROWNOVER

General Court Reporting Service

Suite 1120 Simms Building

Phone 243-60901

Albuquerque, New Mexico

PAGE 7/

n Sheiri 0L Compony.,

¢ dnat tormations are wnitlzed®

A Atl cormacions are unitized in the unit area., as shown
in Poararaph Three of the unit a ‘reement.

c As unit ouerator. what wili be Shell's obliigzation,
driliing obiication, under the unii agzreementc?

A The driliins obligation is covered under Parasrach Nine

ol the unit azreement, and brieiiy it siaies that a well is Lo be
commenced within six months aiter the approval oif the unit, and
that the well is to be drilied to a depth ol 33500 reet, or to test
the Cilsco Canyon or commercial production at a lesser depth.

G Does the ajreement contain any provisions concerning

v

<

expansion or contraction oi the unit area?

A It does have such a provision for expansion and con-
traction.

C And under the terms of the unit agreenment, what will be
the effective date of the aureement?

A The eiiective date will be when it is approved by the
Commissioner and the Director.

C Was this unit agreement prevared by you or under your
direction, Mr. Lawrence?

A It was.

¥MR. MORRIS: If the Commission please, we offer at this

time Exhibit One, whicn is the unit azreement in this case, and




DEARNLEY, MEIER, WILKINS and CROWNOVER

General Court Reporting Service

PAGE 3

243-0001

i
e

Phone

Albuquerque, New Mexico

ng

imms Buildi

Suite 1120 S

move 1ts8 accentance,

MR, PORPER: Without ob ecilon, vhe exhipii wiill be
admitied.

MR. MORRIS: “hat is 2:1 I nave ifron My, Lawrence at
this time.
MR. PORTER: Does anyone have & quesition o {dr. LawrenceP

The witqess may be excised,

M. L. ROBINSON,
called as & viltness herein, having been first duly sworn, was
examined and tesiified as fecilows:
DIRECT EXAMINATION

BY MR. MORRIS:

A Mr. Robinson, please state your name, oy whom you are
empioyed, in what capacity and where yo.. zre located?

A M. L. Robinson, Shell 0il Company, Roswell Division
Exploration Manaser, Roswell, Hew HMexico.

o] Mr. Robinson, nzve you testiied vreviously tveifore ithils
Commission or one o ivs exawminers, and had your gualifications
28 an ex

pert witness in zeological ms

i
IS

I\j
<
O
b=
C"\
VY]
&)
[
@
'O
e
D
o
)

A Yes, sir. 1 have.
C Are you Zamiliiar with the eo.ory concerned with Shell's

apprication in tnls case?
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General Court Reporting Service

Suite 1120 Simu:s Building
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Phone 243-6601

Albuquerque, New Mexico

I Yes, sir, T am,
MR, MORRIS: C=n r. Robinson tesility as an expert
witness in this case?
MR. PORTER: “The Ccmmission considers the wiiness
gualiiled.
0 (By Mr. Horris) ir. Robinson, iy you would retver to
what has been marked as Exhibit Number Two in thls case, and
would you state what chat is, please?

A Yes, sir. The exhivit, which I veiieve is in front of

£

¢

the Governor or Ir. Porter, is a stiruciture map, a selismic structur

Ll

w

map which shows an anticline havins 225 eet 01 c¢lilosure, as mapped
on selsmic data at pre-Pennsylvanlan level, which 1is somewhat
beicw the objective. Cisco Canyon. we are proposing driiling to,
However, this is the best map we couid make in this area and

based on our experience in this country, we feel 1t [airiy

184

depicts the structure contiguration a2t the Cisco Canyon level wher{
we plan to drill this test.

) What control was available to you as the basis ior
preparing this structure map?

A This wmap is based on avpeoroximately a one milil grade work

=y

o seismic lines, that are indicated on the piat there in the

black. There was no subsuriace or suriace iniormation used in

)

preparing ¢nis map. Ic¢ 1s stirictly a seismic interpretation.

t

i~ Does your plizt also shcow your proposed location ror the
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General Court Reporting Service
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Phone 243-0001

Albuquerque, New Mexico
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initial weli dn this uvnit avea®

A ¥Yes., slr, 1t does. Iu indilicates & iocation in the
Northeast Cuarcer o? the Southeasuy Cuavier o1 Sccilion 17 . Wownshid
23 South, Range 232 Eust. Iv is my opinion that & test at this
location will fairly evaluate the Clsco Canyon production
possipiiities on the proposed unit.

Q I1f production should be obtained i'rom this initial well,
Mr. Robinson, wiil Shell 0Oii Company, as operator of the unit, hawF
effective control o. tithe productive area of the (Cisco Canyon?

h Ye r. 1 my opinion, this unit fairiy embraces

-t

5, 8
t{he closure and enhances the potentially productive area.

C What are the advantazes oi operating these lands under
the unit form in this partvicular circumstance, Mr. Robinson®

a It wilil provide for orderly deveiopment and conservation
01l our naturali resources of 0il ang =as.

Q My, Robinson, in your opinion, will approva: oi ithis

application prevent waste and protect correiailive rirthis?

A Yes, sir, in my opinion, ic wili.

o Was Exhibit Number Two prepared by you or under your
direction?

A I am arraid I have =ofien Losv. Thauv 1s Exhivii Two?

Yes, sir.
MR, MORRIS: I the Complocsion viease, we vwould oiler

E<hibpit Two into evidence at this time, and ask that the Commissior
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PAGE 1

consider Exhibit Number Two as coniildential since this is an
expioratory unit. Mr. Robinson has indicated his name and address
upon this exhivit, and would iike to have it returned to him 1y thpt
woulid be possibie,

MR. PORTER: VYou mean you want 10 enter ihe exhibviti,
then withdraw it {rom the record?

MR. MORRIS: No., sir. Wec oifer the exhivit or the
evaivation by the Commission in arriving at an order to be entered
in this case. However, aiter the order is entered, we wou.d
aporeciate the exhiovit beinz returned to Mr. Robinson zand btelng
held contidential while it is in the hands o1 the Commission,

GOVERNOR CAMPBELL: It sounds lixe o me that you want
to have your cake and eat 1t, too. Can't you offer in evidence
a descripiion o. some sori instead of e:'rering this?

MR. MORRIS: Governor, in times passed., the Commission

Stalr has veen interested in examinin: a piat ol this sort in

.- 2

arriving at its own independent evaluatvion of whether the siructureg
fairly covers the unit area and vice versa. However, 1iIi the
Commission Staif would have no desire tTo make such an examination
we would certainly be happy to withdraw tﬁe exhibit at this time
and take it with us.

I might be able to be o:f some heip to the Commission.
In explioratory uniis, we customarily ma<e this type oI request,

however, in this case, Hr. Robinson invorms me that if the Commissjon
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General Court Reporting Service

Suite 1120 Simms Building

Phone 243.6001

A’lmquerque, New Mexico

worid desive 11, we would withdraw ovy gucilivied ovrer anid | i
oiirer it as an exhibit in this case.

MR, PORWER: On vhat vaclue, do wii, be acoe, vod . M,
Morris, and made a part or° the vecora.

MR. MORRIS: That's ai* 1 have ©o o ¢,

MR. PORTER: “Thank you, sir., Does anyone hive o g.onlof
oi Mr. Robinson? He may he excused.

Does anyone have anythins furiher?y

GOVERNOR CAMPIELL: It looks 1i.ce that if it turns out
to be a dry4hole, he made a big mistaize, would have a opuvblic
record of it, I zuess, public record o these ensineers' mistakes.

MR.MCRRIS: I have my suspicions,.

MR, PORTER: The Commission willi take the case under

advisement.

¥ X ¥ ¥ X
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Phone 243-6091
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STATE OF¥ NEW MEXICO §
COUNTY OF BERNALILLO
L,

ROY D. WILKINS, llotary

ol lernalillo, Stave o1 M .w ilexico,
foregoing and attached Transceript o
Mexico Q11 Conservation
a true and correct

the same is reco

1o the hest of my .nowledse, skilil,
WITNESS my Hand and Seal

March, 1964.

My Commission Expires:

September 6, 1967.

Cominission wag

Publiic in oand for the Countgy

40 hereby certisy that uvhe

L Hoaring bveiore the HNoew

o

reported by me, and thatv

rd o. The said vroceedings,
and ablliitvy.

oi" Qi'fice, this 23rd day of

)

o

«Qiiia442;§¥x)tijq 3

NOTRRY PUBLIC

i




BLPORE 1THEe OIL CONCERVATION COMMISSION
i OF THS STATHE OF New MEXICO

IN THE MATTER OF THE HuARING

i CASE No. 301l

i order pNo. R=2676
i

1

‘ APPLICATION OF SHELL OIL COMPANY
| FOR APPROVAL OF THE WAGONYIRE
|| UNIT RGREEMENT, EDDY COUNTY, NEW i
L MEXICO. ;

i

ORDER O THE COMMISSION

BY THE COMMISSLOUNt

: This cause came on for hearing at 9 o'clock a.m. on

| March 18, 1964, at santa Fe, New Muxico, before the 0il Conser-
| vation Commission of New Mexico, herxainafter referred to as the
 *Commission.”

1

{

!

NOW, on this_ 18th day of Marxch, 1964, the Commission, a
| quorum baing present, having considered the testimony presconted
and the exhibits received at said hearing, and being fully
! advised in the premises,

¥
13
i
!
|
i
f
1
!
!
|
|
i
i
i
!
!
i
i
I

i FINDSt

|

i !
g (1) That due public notice having been given as required b
E law, the Commission has jurisdiction of this caugse and the subjec
i

i

matter thereof. :
i {2) That thes applicant, shell Oil Company, secks approval
]of the Wagontire Unit Agreement covering 8,054 acres, more ox

| less, of state, Federal and Fee lands in Township 23 south,

|| Range 23 RBast, MMPM, Eddy County, New Mexico.

I

i

!i (3) 7That approval of tha proposaed Wagontire Unit Agreement |
1will in principle tend to promote the comnservation of cll and gas|
i and the prevention of waste. 3

I

IT 15 THEREFORE ORDERED:
i
{

(1) That the Wagontire Unit Agrecement is herxreby approved.

: (2) That the plan under which the unit area shall be oper-:
t ated shall be embraced in the form of a unit agreement for the i




2=
| CASE No. 3011
. Order No. R-2678

. development and operation of the Wagontire Unit Arca, and such
"plan shall be known as the Wagontire Unit Agraoement Plan.

N (3) That the wagontire Unit Agrzement Plan is hexeby
iapprovad in principle as a proper uonservation measures provided,
{ however, that notwithstanding any of the provisions contained in
< said unit agreement, this approval shall not be considered as
(waiving oxr relinquishing, in any manner, any right, duty, or
}obligation which is now, or may hereafter be, vested in the 0il
-Lonservation Commission of New Mexico by law relative to the i
supervisiou and control of operations for the exploration and ;
. development of any lands committed to the Wagontire Unit, or
,relative to the production of oil or gas therefrom.

; (4) (a) That the unit area shall be:
i NEW MEXICO PRINCIPAL MERIDIAN !

EDDY COUNTY, WEW MEXICO

f TCWNSHIP 23 SOUTH, RANGE 23 EAST
o sections 4 through 9: All

I Sections 16 thrcugh 18: All

i section 19: N/2 and SE/4 :
i sections 20 and 213 All i
% section 291 N/2 g
: section 30: NE/4 !

i containing 8,053.53 acres, more or lass.

{(b) That the unit areca may be enlarged or contracted |
'as provided in said plany provided, however, that administrative !
approval for expansion or contraction of the unit arca musat also |
Eébe obtained f£rom the secretary-Director of the Commission. !

i !
| (5) That the unit operator shall £° ““th the Commission |
:;an executed original or executed countﬁrparg of the Wagontire ‘
. Unit Agreemant within 30 days efter the effective date thereof.
‘In the event of sunsequent joinder by any party or sxpansion or
g;contraction of the uni’ area, the unit operator shall file with
i the Commission within 30 days thereafter counterparts of the !
tunit agrecment reflecting the gsubscription of those interxasts {
‘ having joined or ratified.

i {6) That this orderxr shall become cffective upon the approval
' of said unit agreament by the Commissioner of Public Lands for thé
;i State of New Mexico and the Dir ector of the United states Geologi+
. cal survey, and shall terminate ipso facto upon the texrmination of
' said unit agreement. The last unit operator shall notify the

» Commission immediately in writing of such texrmination.
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CASE ho. 3011
+Ordexr No. R-2678

i i

o (7) 7That jurisdiction of this cause is roctailned for the
'entry of guch further ordars as the Commission may deem neces-

‘)a!'V-
H DONE at santa Fe, How liaxico, on the day and ycar hercin-
rabove designated. :
1 STATE OF NEW MEXICO :
OIL COMWSERVATION COMMISSION ‘
f
i
i JACK M. CAMPBELL, Chairman
, i
! ,“, S 4 . |
7;. WALKER, z«i-mbar
A. L. PORTER, Jr., MDmhar & secretary i
i
f r
!
!
L %
' ;
!
i!
i esx/ f
I
! |
| |
1 ;
I |
i |
i
i




QOVERNOR
JACK M. CAMPBELL
CHAIRMAN

State of Nefw Mexicn

LAND COMMISBIDNER
€ B JOHNNY WALKER

ST e ——

STATE BTDLDOCIST
A L. PORTEIR, JA
BEIORETARY - DIRECTOR

March 18, 1964

Re: Case Mo, 3011

Mr. Richard Morris Ordsr No. R-2678
Seth, Montgomery, Federici & Andrews :
Attorneys at Law Applicants
Post Office Box 2387 Shell 0il Company
Santa Fe, New Mexico

Dear 8ixs

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

Vary truly yours,

Al R, (.

A. L., PORTER, Jrx.
Secretary-Director

iz/

Carbon ocopy of order also sent tos
Bobbs OCC X

Artesia OCC__X*

Astoc 0CC

OTHER
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pAN 2FFICT 0CC
BEFORE THE ClL CONSERVATION COMMISSION

STATE OF NEW MExIco G FEB ¢ 3 R 1 22
APPLICATION FOR APPROVAL OF
WAGONTIRE UNIT AGREEMENT
EDDY COUNTY, NEW MEXICO . —-
S L R (/
New Mexico Oil Conservation Commission - Lo < - '

Santa Fe, New Mexico

Comes the undersigned, Shell Ci

ot

Company, with offices at Mid-
land, Texas, and files herewith one copy of the proposed Unit Agreement
for the development and operatiun of the Wagontire Unii Arca, Eddy County,
New Mexico, and hereby makes application for the approval of said Unit
Agreement as provided by Law, and in support thereof, states:

1. That the proposed unit area covered by said agreement em-
braces 8, 053.53 acres of land, more or less, more particularly described
as follows:

NEW MEXICO PRINCIPAL MERIDIAN

Township 23 South, Range 23 East

Sections 4, 5, 6, 7, 8, 9: All

Sections 16, 17, 18: All

Section 19: Ni, SE%

Sections 20, 21: All

Section 29: N}

Section 30: NE}

Containing 8, 053.53 acres, more or less.

2. That of the lands embraced within the proposed unit area, 640.00
acres are lands of the State of New Mexico; 6,853.53 acres are lands of the
United States; and 560. 00 acres are patented or fee lands.

3. That application is being made for the designation of said unit
area and for the approval of the form of Unit Agreement by the Commissioner

of Public Lands of the State of New Mexico.

4. That applicant is informed and believes, and upon such information




and belief states, that the proposed unit arca contains all or substantiall
all of the geological feature involved, and that in the event of the discovery
of oil or gas thereon, that said Unit Agreement will permit the producing
arca to be developed and operated in the interest of conservation and the
prevention of waste of the unitized substances.

5. That Shell Oil Company is designated as thc Unit Operator in
said Unit Agreement, and a2s such is given authority under the terms there-
of to carry on all operations necessary for the development and operation
of the unit arca for oil and gas subject to all applicable laws and regula-
tions. That said Unit Agreement provides for the drilling of an initial
test well to a depth sufficient to test the Cisco-Canyon Formation, but
that applicant is not obligated to drill said well, in any event to a depth in
excess of 8,500 feet.

6. That applicant believes that in the event oil or gas in paying
quantities is discovered on the lands within the unit area, that the field
or area can be developed more economically and efficiently under the terms
of said Unit Agreement, to the end that the maximum recovery wili be ob-
tained of unitized substances, and that said Unit Agreement is in the
interest of conservation and prevention of waste as contemplated by the
New Mexico Qil Conservation Commission Statutes and regulations.

7. That upon an order being entered by the New Mexico Qil Con-
servation Commission approving said Unit Agreement, and after approval
thereof by the Commaissioner of Public Llands of the State of New Mexico,
and after approval by the United States Department of Interior, an approved
copy will be filed with the New Mexico Oil Conservation Commission,

WHEREFORE, the undersigned applicant respectfully requests



that a hearing be held before an examiner on the matter of the approval
of said Unit Agreement, and that upon said hearing, said Unit Agrcement
be approved by the New Mexico Oil Conscrvation Commission as being in
the interests of conservation and the prevention of waste.

Dated this 24th day of February, 1964.

Respectfully submitted,

SHELL OIL COMPANY
) .

By /C s [_ﬂ’{,’?f(")‘/)‘l e

O. V. Lawrence
Roswell Division I.and Manager
Roswell, New Mexico
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DOCKET NO.__8-64

DOCKET: REGULAR HEARING - WEDNESDAY - MARCH 18, 1964

OIL CONSERVATION COMMISSION - 9 A. M. - MORGAN HALL, STATE LAND OFFICE BUILDING,
SANTA FE, NEW MEXICO

ALLOWABLE: (1) Consideration of the oil allowable for April, 1964,

(2) Consideration of the allowable production of gas for
April, 1964, from ten prorated pools in Lea and Eddy
Counties, New Mexico, also consideration of the allow-
able production of gas from nine prorated pools in San
Juan, Rio Arriba, and Sandoval Cgcunties. New Mexico,
for April, 1964.

CASE 2942 (De Novo): Application of Sunray DX 0Oil Company for the creation of
new poul and for temporary pool rules, Lea County, New Mexico. Upon
application of Sunray DX 0Oil Company, this case will be heard De Novo
under the provisions of Rule 1220.

,”/g§§ﬁ 3011: Application of Shell 0il Company for a unit agreement, Eddy County,
New Mexico. Applicant, in the above-styled cause, seeks approval
of the Wagontire Unit Area comprising 8054 acres, more or less, of
State, ¥Yederal and fee lands in Township 23 South, Range 23 East,
Eddy County, New Mexico. :

CASE 3012: Scutheastern New Mexico nomenclature case calling for an order for
the creation and extension of certain pools in Eddy and Chaves
Counties, New Mexico:

a)  CREATE A new gas pool for Morrow production, designated as the
Cemetary-Morrow Gas Pool, and described as:

TOWNSHIP 20 SOUTH, RANGE 25 EAST, MMPM
SECTION 17: ALL

b) CREATE A new oil pool for San Andres production, designated as
ttie West Dayton-San Andres Pool, and described as:

TOWNSHIP 18 SOUTH, RANGE 26 EAST, NMPM
SECTION 33: NW/4 NE/4

¢) CREATE A new gas pool for Morrow production, designated as the
Loco Hills-Morrow Gas Pool, and described as:

TOWNSHIP 17 SOUTH, RANGE 30 EAST, NMPM
SECTION 16: ALL

d) CREATE A new gas pool for Morroir production, designated as the
Riverside-Morrow Gas Pool, and described as:

TOWNSHIP 16 SOUTH, RANGE 27 EAST, NMPM
SECTION 31: ALL

e) CREATE A new oil pool for Queen production, designated as the
Sand Tank-Queen Pool, and described as:

TOWNSHIP 18 SOUTH, RANGE 30 EAST, NMPM
SECTION 7: NE/4 SE/4

f) CREATE A new o0il pool for Delaware production, designated as
the Sulphate Draw-Delaware Pool, and described as:
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TOWNSHIP 24 SOUTH, RANGE 27 EAST, NMPM
SECTION 29: SE/4
g) EXTEND the North Benson Quezn-Grayburg Pocl to include:
‘ TOWNSHIP 18 SOUTH, RANGE 30 EAST, NMPM
’ SECTION 28: NW/4
/ h) EXTEND the Indian Basin-Upper Pennsylvanian Gas Pool to include:

TOWNSHIP 21 SOUTH, RANGE 23 EAST, NMPM
SECTION 26: _ALL

i) EXTEND the Jackson-Abo Pool to include:

TOWNSHIP 17 SOUTH, RANGE 30 EAST, NMPM
SECTION 22: SE/4 NW/4

j) EXTEND the Linda-San Andres Pool to include:

TOWNSHIP 6 SOUTH, RANGE 26 EAST, NMPM
SECTION 29: S/2 SE/4 and SE/4 SW/4
SECTION 32: E/2 NE/&4

CASE 3013: Northwestern New Mexico nomenclature case calling for an order ex-

tending certain existing pools in Rio Arriba, San Juan, and Sandoval
Counties, New Mexico.

a) EXTEND the South Blanco-Pictured Cliffs to include:

TOWNSHIP 23 NORTH, RANGE 2 WEST, NMPM

SECTION 5: ALL
SECTION 6: E/2
SECTION 7: NE/4
SECTION 8;: ALL
SECTION 9: ALL
SECTION 15: NE/&
SECTION 17: W/2
SECTION 18: §/2
SECTION 19: N/2

b) EXTEND the Tapacito-Piectured Cliffs Pool to include:

TOWNSHIP 26 NORTH, RANGE 4 WEST, NMPM

SECTION 1: ALL
SECTION 2: ALL
SECTION 11: N/2
SECTION 12. ALL

TOWNSHIP 27 NORTH, RANGE 4 WEST, NMPM

SECTION 25: ALL
SECTION 35: ALL
SECTION 36: ALL
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c) EXTEND the Many Rocks-Gallup 0ii Pool to include:
TOWNSHIP 31 NORTH, RANGE 16 WEST, NMPM
SECTION 8: SW/4

SECTION 16: SW/4 SW/4
SECTION 21: Nuw/4 Mt/4

TOWNSHIP 32 NORTH, RANGE 17 WEST, NMEM
SECTION 27: SW/4 SW/4
SECTION 34: E/2 NW/4




SHELL OIL COMPANY

PETROLEUM BUILDING CoL
£. 0. BOX 1509 e, Sy
MIDLAND, TEXAS

May 26, 1964

Subject: Eddy County. New Mexirso
Wagoatirs Unit

u. 8. (u”olegi / 1 Survey
rh o-/s‘ 18 7
11, New Mexico

Gent lemen:

Enclosed for your files on the Wagontire Umit Ne. 14-08-0001-859%90
are six fully executed copies of Consent and Ratification of the Unit

Agreemant signed by J. F. Joyce II and cevering Tractsa 17, 18, 19 and 20 of
said wmit.

By carbos copy of this letter we are forwarding ome copy sach to
the Conmissioner of Public Lands and to the New Mexico 011 Conservation
Commission for their recerds.

If anything else 1s required in coanection with thece Consent aund
Ratifications, plesse let us know.

Yours very truly,

_ i

r. w. Aldzich
Title and Rentsl Divisien
VA PR Land Department

Eaclosures

cc - Commissionar of Public Lands
P. 0. Box 791
Santa Ve, New Maxico
Attention Mrs. Marian Rhea

cn::'f:aa = New Fexico 01l Conservation Cemmission

P. 0. Box 871
Santa Ye, MNow Mexico




CONSENT AND RATIFICATION
WACONTIR: UNIT AGRua ol
ENBRACING LANDS IN EDDY COUNTY, i NEXICO

The undersigned, (whether one or more) hereby acknowledge receipt
of a copy of the Unit Agreement for the Development and Operation of the
Wagontire Unit Area embracing lands situated in Eddy County, New Mexico,
which said Agreement is dated the 24th day of Februvary, 1904, and acknowledge
that they have read the same and are familiar with the ferms and conditions
thereof, The undersigned also being the owners of the leasehold, royalty
or other interesis in ths laonde or minerals embraced in said Unit Aiea,
as indicated on the schedule attached to the said Unit Agreement as
Exhibit "B", do hereby commit all of their said interostia to the Wagmontire
Unit Agreement and do hereby consent thereto and ratify all of the terms
and provisions thersof, exactly the same as if the undersigned had exscuted
the original of said Unit Agreement or a counterpart thereof.

IN WITNESS WHEREOF, this inatrument is execnted by the undersigned
ag of the date set forth in their respsctive acknowledgments.

;\ O \‘
AR a4 BT SRS
Ly T /f‘

TRACTS17 1819 ¢

‘CORPURATE
STATE OF )
COUNTY OF g
The foragoing instrument was acknowledged before me this ____  day
of , 1964, by who is
of y 8

corporation, for and on behalf of said

(State)
corporation.

My commission expires: Notary Public

INDIVIDUAL
STATE OFfew_Xexigo | d
COUNTY OF _Chawa=x M_g
The foregoing instrument was acknowledged before me this __z;:a_day
of _Mareh s 1964, by Js F. Joyoe, II, & singls man

- ',,7 z - = P ’/v’./
& 43447¢£2?¥<;??4ﬁiii;4%a¢f‘4*v»

Notary Publlc

¥y commission expires:

12866

ACCEFTANCE AND APPROVAL BY WORKING INTEREST OWNERS

We the undersigned Working Interest Owners do hereby accept and approve the
? ;jgoregoing Consent and Ratification pursuant to Section 29 of the Unit Agreement.

KELLY OﬁL COMPANY /
BYLL R ot / -

l A f»ﬂ'dﬁwn-m«.u..
Date z?ﬂf y S 194




R. M. RICHARDSDN ,
Oi1L AND GAS LEASES — UNITIZATION '
e W FEDERAL - STATE - FEE
P. 0. BOX B19
RoswetLl., NEW MEeXica
OfFiCcCE 505 622-8801

Srzil o9y 190 RES. 505 622-7985

=
.-
<y

Wew Yexico 01l Conservetion Jeon
Q

P. C. Pox &71

Santa Fe, Jew Yexico

Sentlenmen,
Cn behalf of Shell 01
an

L Compeny
fally exe 4 approved sepy of

c
Development and Cperation of xhe Va3

=

3 o~ 1% ~ ~ F4d
Dirvecstor, U. S. G. 5.,

? ce: Shell 0il

<
"




CERTIFICATION - DETERMIVATIOU %%% ()\q%"-\
Ho. _14:09-0001 2590

C L320
Purzuant to the authority vested in the Secretary of Ihﬂsgaor
as tq Federal Lands, under the Act approved February 25, 1920,

41 Stgil &37, as amended, 30 U. S. C. Secs. 181, et seq., and del-

agated to the Director of Geological Survey pursuant te Departmental
Order No. 2365 of October 8, 1947, 43 C. F. R. Sec. 4.611, 12 F. R. 6784,
I do Hereby:

A. Approve the attached agreement for the development and operation
of the Wagontire Unit Area, Eddy County, New Mexico.

B. Certify and determine that the Unit Plan of Development and
Operation contemplated in the attached agreement is necessary and ad-
visable in the public interest for ths purpose of more properly con-
serving the natural resources.

€. Certify and determine that the drilling, producing, rental,
minimum royalty, and royalty requirements of all Federal leases
committed to said agreement are hereby established, altered, changed

or revoked to conform with the terms and conditions of this agreement.

MAR 3 0 iscs S5 S B

DATE Ac¥ing DIRECTOR, UNITED STATES

GEOLOGICAL SURVEY

Waegontire Unit Agreement
Eddy County, New Mexico



UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION OF THE
WAGONTIRE UNIT AREA
EDDY OOUNTY, NEW MEXICO

NG.

THIS AGREEMENT, entered into as of the 2Lth day of February, 196L, by
and between the parties subscribing, ratifying, or consenting hereto, and herein
referred to as the "parties hereto,"

WITNESSETH:

WHEREAS, the parties hereto are the owners of working, royalty or
other 0il sand gas interests in the unit area subject to this agreement; angd,

WHEREAS, the Mineral leasing Acot of February 25, 1920, 41 Stat. 437,
as amended, 30 UJ. S. C. Secs. 181 et seq., authorizes Federal lessees and their
representatives to unite with each other, or jointly or separately with others,
in collectively adopting and operating & cooperative or unit plan of development
or operation of any oil or gas pool, field, or like area, or any part thereof for
the purpose of more properly conserving the natural resources thereof whenever
deternmined and certified by the Secretary of the Interior 0 be necessary or
adsisable in the public interest; and,

WHEREAS, the Commissioner of Public Lands of the State of New Mexico is
authorized by an Act of the lLegislature (Sec. 7-11-39 N.M. Statutes 1953 Annotated)
to consent to or approve this agreement on behalf of the State of New Mexico, inso-
far as it covers and includes lands and mineral interests of the State of New
Mexico; and,

WHEREAS, the 01l Conservation Commission of the State of New Mexico
is authorized by an Act of the legislature (Article 3, Chapter 65, Volume 9,

Part 2. 1953 Statutes) to approve this agreement and the conservation provisions

Tn e
1
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ot and,

WHEREAS, the parties hereto hold-sufficient interests in the Wagontire
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,




conditions and limitations herein set forth;

NOW, THEREFORE, in consideration of the premises and tne promises
herein contained, the parties hereto commit %o this agrsement their respeciive
interests in the below~defined unit area, and agree severally amony themselves
as follows:

i. ENABLING ACT AND REGUIATIONS. The Mineral leasing Act of

February 25, 1920, as amended, supra, and all valid pertinent regulations,
including operating and unit plan regulations, heretofore issued thereunder ox
valid, pertinent, and reasonable regulations hereafter issued thereunder are
accepted and made a part of this agreement as to Federal lands, provided such
regulations are not inconsistent with ithe terms of this agreement; and as to
State of New Mexico and privately owned lends, the oil and gas operating regu-
lations in effect as of the effective date hereof goveraing drilling end producing
operations, not inconsistent with the terms hereof or the laws of the State of
New Mexico are hereby accepted and made a part of this agreement.

2. UNIT AREA. The area specified on the map attached heretso marked
Exhibit "A" is hereby designated and recognized as constituting the unii area,
csntainiﬁg 8,053.53 acres, more or less.

Exhibit "A" shows, in addition to the boundary of the unit area, the
boundaries and identity of tracts and leases in said area to the extent known to
the Unit Operator. Exhibit "B" attached hereto is a schedule showing to the
extent known to the Unit Opefafor the acreage, rercentage, and kind of ownership
of oil and gas interests in all land in the unit area. However, ncthing herein
or in said schedule or map shall be construed as a representatign by any parbty
hereto as to the ownership of any interest other than such interest or interests
as are shown in said map or schedulc as owred by such party. Exhibits "A" and
"B" shall be revised by the Unit Operator whenever changes in the unit area
render such revisiocm necessary, o when regussted ©y the 011 and Gas Superviscow,
hereinafter referred to as "Supervisor,” or when reguested by the Commissioner
of Public Iands of the State of New Mexico, hereinafter referred to as "Siate

Land Commissioner," and not less than seven copies of the revised exhibits

shall be filed with the Supervisor, and two (2) copies thereof shall be filed with
the State land Commissioner and one (1) copy with the New Mexico Oil Cpnsecva©ion

Commission, hereinafter referred to as "State Commission.”
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The above-descritiecd unit area shall when practicable be expanded to in-
clude therein any additional tract or tracts regavded as reasonably necessary
or advisable for the purposes of this agreement, or shall be contracted to ex-
clude lands not within any participating area whenever such expansion or con-
traction 1is necessary or advisable to conform with the pu}poses of this agree-
ment. Such expansion or contraction shall he e¢ffected in the following manner:

(a) Unit Operator, on its own wotion, or on demand of the Director of
the Geological Survey, hereinafter referred to as “Director," or on demund of
the State Land Commissioner, after prelfwminary concurrence by the Director,
shall prepare a notice of proposed expansion or contraction deseribing the con-
templated changes in the boundaries of the unit area, the reasons therefor, and
the proposed effective date thereof, prefersbly the first day of a month subse-
quent to the date of notice,

(b) Said notice shall be delivered to the Supervisor, the State Land
Commissioner and the State Cormmission and copies thereof mailed to the last
known address of each working interest owner, lessee, and lessor whose
interests are affected, advising that 30 days will be allowed for submission to
the Unit Operator of any objections.

(c) Upon expiration of the 30-day period provided in the preceding item
(b) hereof, Unit Operator shall file with the Supervisor, the State Land Com-
missioner and the State Commission evidence of malling of the notice of
expansion or contraction and a copy of any objections thereto which have been
filed with the Unit Operator, together with an application in sufficient number,
for approval of such expansion oc contraction and with appropriate joinders.

(d) After due consideration of all pertinent information, the expansion
or contraction shall, upon approval by the Director, the State Land Commissioner
and the State Commission, become effective as of the date prescribed in the
notic; thereof,

(e) A1l legal subdivisions of unitized lands {(i.e., 40 acres by Govern-
ment survey or its nearest lot or tract equivalent in instances of irregular
surveys, however, unusually large lots or tracts shall be considered in mul-
tiples of 40 actés,-or the nearest aliquot equivalent thereof, for the purpose of

elimination under this subsection), no parts of which are entitled to be in a

_ participating area within five years after the first day of the wmonth following
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the cffective date of the fivst initial participating arca establishes
unit agreement, shall be climinated autowatically from this agreement, effective
as of the first day thereafter, and such lands shall no longer be a part of the
unit arca and shall no longer be subject to this agreement, unless at the explra-
tion of saild five-year period diligent drilling operations are In progress on
unitized lands not entitled to participation, in which event all such lands shall
remain subject hereto for so long as such drilling opervaticns are cortinued
diligently, with not more thau 20 daye time elepsing becvesn the completion of

one such well and the c¢ommnencement of the next such well, except that the time
allowed between guch wells shall not ernire earlier than 3¢ davs after the cxplvas
tion of any period of time curing wvhich dri*ling operations ave prevented by a
matter beyond the reasonable control of unit operator as set forti in the section
hereof entitled "“Unavoidable Delay;" provided that all legal subdivisions of lands
not in a participating area and not entitled to hecomz participating under the
applicable pro?iaions of this agreement within ten years after salsl firet da} of
the month following the effective datz of ezid first inlzial participaiing arey
shall te eliminated as above specified. Dectermination of craditable "Unavoldable
Delay' time shall be made by Unit Operater aand asubject to appraval of tbr Pivesntex
and :hé State Land Commissioner, The Unit Operator shall, within 90 days sfter
the effective date of any elimination hereunder, describe thz area so eliminatec
to the satisfaction of the.Director and the Commissioner and promptly notify all
parties in interest.

If conditions warrant extension of the ten-year perlod specified in éhis
sub-section Z fe), & single extension of not te sxceed two veavs may be accow-
plished by consent of the ownefs of 90 per cen: of the curreant uvnitized working
interests end 60 per cent of the current unitizes? basic royalty interesis fexclu~
sive of the bacsic rovalty interests of the Tniked States), con a total nonpartici-
pating-acreagc basis, respectively, with opproval of the Direcior, and the State
Land Cotmissioner provided such extension application is submitted to the
Director and to the State Land Commissloner not later than 60 days prior to the
expiration of said ten-year period.

Any expansion of the unit area pursuant to this section which embraces
lands thereto fore eliminated pursuant to this sub-section 2 (e) shall not be cvoi-

sidered automatic commitment or recommitment of such lands.




3. UNITIZED IAND AND UNITIZED SUBSTANCES. All land commitsed to this
agreement snall constitute land referred to herein as "unitized land" oz "land
subject to this agreement.”" All oil und gas in any and all formaiicns of the
unitized land are unitized under the terms of this agreement and nerein are
called "unitized substances."

L. UNIT OPERATOR. Shell 0il Company with offices at Midlungd, Texas, is
hereby designated as Unit Operator and by signatuce hereto as Unit Operator commits.
to this agreement all interests in unitized substances vested in them and agrees
and consents to accept the duties and obligations of Unit Operator for discovery,
development and production of unitized substances as hercin provided. Whenever
reference is made herein to the Unit Operstior, such reference means the Unit
Operator acting in that capacity and not as an owner of interest in unitized sub-
stances, and the term "working interest owner" when used herein shall include or
refer to Unit Operator as the owner of a working interest when such an interest
is owned by him.

5. RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit Operator shall have
the right to resign at any time prior to ihe establishment of a participating
arca or areas hereunder, dut such resignaition siiwll not become effective so as
to release Unit Operator from the duties and obligations of Unit Operator and
terminate Unit Operator's rights as such for a period of six months after
notice of intention to resign has been served by Unit Operator on all working
interest ownersvand the Director, the State land Commissioner and State Com-
mission and until all wells then drilled hereunder are placed in a satisfactory
condition for suspznsion or abandoament whichever is requird by the Supervisor
as to Federal lands and by the State Commission as to Stafe and privately owned
lands unless a new Unit Operator shall have been selected and approved ang
shall have taken over and assumed the duties and obligatlons of Unit Operator
prior to the expiration ofisaid period.

Unit Operator shall have the right to resign in like meaner and subject
to like limitations, as above provided, at any time a participstion area estab-
lished hereunder is in existence, but, in all instances of resignation or removal,
until a successor Unit Operator is s=lected and approved as hersinafter provided,
the working interest owners shall be jointly responsible for performence of the
duties of Unit Operator, and shall not later than 0 days before such resignation

or removal becomes effective appoint a common agent to represent them in any

action to be taken hereunder.




The resignation ol Unit Operator shall not release Unit Operator from

-----

any ligbility for any default by it hereunder occurring prior to the effective date

of Ltes resignation,

The Unit Operator may, upon default or failure in the per{ormance of 1£s
duties or obligations hereunder, be subject to removal by the same percentage
vote of the owners of worklag ifnteresta determined in like manner as herein
provided for the selection of a new Unit Operator. Such removal shall be effec-
tive upon notice thereof to the Director and the State Land Commissioner.

The resignation or removal of Unit Operator uuder this agreement shall
; not terminate its right, title, or interest as the owner of & working interest or
other interest in unitized substauces, but upon the resignation or removsl of Unit
Operator becoming effective, such Unit Operator shall deliver posscasion of all
equipment, materials, and appurtenances used in conducting 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 such new Unit Operator is elected,
to be used for the purpose of conducting unit operatiouns hereunder. Nothing
herein shall be construed as authorizing removal of any material, equipment
and appurtenances needed for the preservation of any wells.

6. SUCCESSOR UNIT OPERATOR. Whenever the Unit Operator shall tender

his or its resignation as Unit Operator, or shall be removed as hereinabove

provided, or a change qf unit operator is negotiated by working interest cwners,
the owners of the working interests in the participating area or areas
according to their respective acreage interests in such participating area or
areas, or until a participating area shall have been established, thec cwmers of
the working interests according to their respective acreage interests in allh
unitized land, shall by majority vote select a successor Unit Operator; provided
that, if a majority bu; lesgs than 55 per cent of the working interests qualified to
vote are owned by one party to this agreement, a concurriang vote of one or more
additional working interest owners shall be required to select a new operator.,
Such selection shall not become effective until:

(a) a Unit Operator so selected shall accept in writing the duties and
reaéonsibilities of Unit Operator, and

(b) the selection shall have been filed with the Supervisor and approved




by the State Land Commissioner. If no successor Unit Operator ie selected and
qualified as herein proviced, the Director and State Laud Gowmdssioner at their
election may declare this Unit Agreement tevminated,

7. ACCOUNTING PROVISIONS AlD 'UHIT OPERATING AGRLEHENT. 14 the unit
Operator is not the sole owner of workiug interests, coste aud erxpeusesg incurred
by Unit Operator in conducting unit operations hereunder shall. be paid and
appavtioned among and borne by the owners of working interests, all in
" accordance with the agreement or agreements entered into by and between the
Unit Operator and the owners of working interests, vhether one or more, separately
or collectively., Any agreement or agreement, entered into between the working
interest owners and the Unilt Operator as provided in this jection, whother one
or more, are herein referred to as the "dnit fperating 4arecment,"” Such unit
operating agreement shall also provide the manner in which the working interest
owners shall be entitled to receive their respective proportionate and sllocated
share of the benefits accruing hereto in conformity with their uzderlying
operating agreements, leases, or other independent contracts, and such other
rights and obligations as between Unit (merator and the working interest owners
as may be agreed upon by Unit Operator and the working interest ownere; however,
no such unit operating Egreement shall be deemed elther to modify any of the
terms and conditions of this unit agreement or to relieve the Unit Operator of
any right or obligation established under this unit sgreement, and in case of
any inconsistency or conflict between the unit agreement and the unit operating
agreement, this unit agreement shall prevail, Three (3} true copies of any unit
operating agreement executed pursuant to this section should be filed with the
Supervisor and one (1) true copy with the State Land Commissioner, prior to
approval of this unit agreement by the Director.

8. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Except as otherwise
specifically provided herein, the exclusive right, privilege, and duty of exer-
ciging any and all rights of the parties hereto which are necessary oxr convenient
for prospecting for, producing, storing, allocating, and Adistributing the unitized
substances are hereby delegated to and shall be exercised by the Unit Operator as
Lerein provided, Acceptable evidence of title to said rights shall be deposited

with said Unit Operator and, together with this agreement, shall constitute and




define the rights, privileges, and obligations of Unit Operator. HNothing herein,
however, shall be construed to transfer title to any land or 12 any leasc or
operating agreement, it teing understood that under this agreemen® the Unit
Operator, in its capacity as Unit Operator, shall exercise the rights of posses-
sion and use vested in the parties hereto only for the purposes herein specified.
9. DRILLING TO DISCOVERY. Within six months after the effective date
hereof, the Unit Operator shall begin to drill an adequate test well at a locaticn
approved by the Supervisor if on Federal land or by the State land Commissioner
if on State land, or by the State Commission if on privately owned land, unless
on such effective date a well is being drilled comformably with the terms hereof,
and thereafter continue such drilliing diligently until the Cisco-Canycn formation
of Pennsylvanian age has been tested or until at a lesser depth unitized substances
shall be discovered which can be produced in paying gyuantities {to-wit: guantities
sufficient to repsy the costs of drilling and producing operations, with a reasonable
profit) or the Unit Operator shall at any time establish to the satisfaction of the
Supervisor if on Federal land, or the State land Commissioner if on State land, or
of the State Commission if on privately owned land, that further drilling of said
well would be unwarranted or impracticable; provided however, that Unit Operator
shall not in any event be required to drill said well to a depth in excess of 8,500
feet. Until the discovery of a deposit of unitized substances capable of being
produced in paying quantities, the Unit Operator shall continue drilling diligently
one well at a time, allowing not more than six months between the completion of
one well and the beginning of the next well, until a well capabtlz of producing
unitized substances in paying quantities is completed to the satisfaction of said
Supervisor if it be on Federal land or of the State land Commissioner if on State
land or the State Commissiocn if on privately owned land or until it is reasonably
proved that the unitized land is incapable of producing unitized substances in
raying quantities in the formations drilled hersunder. Nothing in this section
shall be deemed fto limit the right of the Unit Operator 10 vresign as provided in
Section 5 hereof, or aé requiring Unit Operator to commence c¢r conhinue any
drilling during the period pending such resignation becoming effective in order

to comply with the requirements of this section. The Director and State land



Comissioner may modify the drilling requirements of this sectlon by granting
reasonahle extensions of time when, in thelr opinion, such action is warranted,
Upon failure to comply with the dri{lling provisions of this section, the
Director and State Land Conmissioner may, after reasonable nutice to the Unit
Operator, and each working interest owner, lessee, and lessor at their last
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known addresses, declar

10, PLAN OF FURTHER DEVELOPMENT AND OPERATION, Within six months after
completion of a well capable of producing unitized substances in paylng quantities,
the Unit Operator shall submit for the approval of the Supervisor and the State
Land Commissloner an acceptable plan of development and operation for the unitized
land which, when approved by the Supervisor and the Staste Land Comaissicner, &
constitute the further drilling and operating obligationa of the Unit Operator
under this agreement for the period specififed therein, Thereafter, from time
to time before the expiration of any existing plan, the Unit Operator shall
submit for the approval of the Supervisor and the State Land Commissioner a plan
for an additiénal specified period for the development and operation of the
unitized Iand., Any plen submitted pursuant to this section shall provide for the
exrloration of the unitized area and for the diligent drilling necessary for
determination of the area or areas thereof capable of producirg unitized substances
in paying quantities in each end every productive formation and shzll be as
complete and adequate as the Supervisor and the State Land Commissioner may
determine to be necessary for timely development and proper conservation of the
ofl and gas resources of the unitized area and shall:

(a) specify the number and location of any wells to be drilled and the
proposed order and time for such drilling; and,

(b) to the extent practicable specify the operating practices regarded as
necessary and advisable for the proper conscrvation of natural resources. Sepa-
rate plans may be submitted for separate prcductive zonee, subject to the
approval of the Superviser and the State Land Cormmissioner. Said plan or plans
shall be modified or supplemented when necessary to meet changed conditione,
or to protect the interests of zll parties to this agreement. Reasonable diligence
shall be exercised in complyiﬁg-with the obligations of the approved plan of develop-

ment, The Supervisor and State Land Cormissioner are authorized to grant a



reasonable extensfon of the afx-month period hevein prescribod for cubmission

of an {nitlal plan of developnent where such actlon ba }uni!f!nd becansa of
»nnusual conditions or circumstancea. After completian hevcunder of a weil capable
of producing any unitized substance in paylng quantirles, no fuvtloer wolla, except
such as may be necessary to afford protection anaingt eperations not unler this
agreement or such as may be specifically approved by the Superrisov and the

State Land Commis={ioner shail be drilled except in accordance with a plan of
devélopment approved as herein provid~d,

11. PARTICIPATION AFTER DISCOVERY. Upon completion of a wa)l capable

of producing unitized substances in paying quantities. the Unit Operator shall
within the month of SQCh completion, 1f practicable, or as soon theraafter as
required by the Supervisor or the State Land Commissfoner submit fer approval

by the Director and the Siate lLand Commissfeomer a scheduile, based on sub-

divisions of the public land survey or aliquot parts thereof of all unitized

land then regarded as reasonably proved to be productive of unitized substances

in paying quantitfies; all lands in said schedule oﬁ approval of the Direct»

and the State Land Commissioner to constiture a participating area, effective

as of the date of completion of such well ov the effective date of the vnit
agreement, whichever 1s later. The acreages of both Federal and non-Federal

lands chall be based upon appropriate computations from the courses and distances
shown on the last approved public land survey as of the effective date of the
initinl participating area. Said schedule also shall set forth the percentage of
unitized substances to be allocated as herein provided to each unitized tract in
the participating area so established, and shall govern the allocation cf production
from and after the date the participating area becomes effective, A geparate parti-
cipating area shall be established in like manner for each separate pool or deposit
of unitized substances or for any group thereof produced as a single pool or zore,
and any two or more participating areas so established may be combined into one
with the consent of the owners c¢f all working interests in the lands within the
participating areas so to be combined, on approval of the Director aad the State
Land Commissioner. The participating area or areas so established shall be revised
from time to time, subject to like approval, whenever such action appears proper
as a result of further drilling operations or otherwise, to include additional

land then regarded as reasonably proved to be productive in paying quantitiey,
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or to exclude land then reparded an teasonably proves wot Lo o prodective Sa
paying quantities and the percentage of allocation shall also he revised sccore
dingly., The effective date of any revision shall be the firet of the month in
which {s obtained the knowledge or infarmation en wlicl rurh resicion is predicated,
ptbvided, however, that a more appropriate effective date may be uveed £f justified
by the Unit Operator and apptovcd by the Dircctor and the State faud {onmissioner,
tic land shall be excluded from a participating areca on account of depletion of

the unitized substances,

It is the intent of this section that & participating area shall represent
the area known or reascnably estimated to be prcductive in paying quantities;
but, regardless of any vrevisicn of the partiecinating aves, ncthing herein coutained
ghall be construed as requiring any veétrodaciive adjustment for preduction ob-
tained prior to the effective date of the revision of the participating area.

In the absence of agreement at any time between the Unit COperator and
the Director and the State Land Commisgssivner as to the proper definition or
redefinition of a particlpating ares, or until a participating acea has, or areas
have, been established as provided herein, the portion of 311 payments affected
thereby may be impounded in a manner mutually acceptable to the owners of
working interests, except royalties due the United States and tho State of New
Mexico, which shall be determined by the Supervisor for Federal lands and the
State Land Commissioner for State lands and the State Commission as to
privately owned lands and the amount thereof deposited, as directed by the Super-
visor and the State Laﬂd Commissioner respectively, to be held as unearned
money until a participating area is finally approved and then applied as earnad
or returned in accordance with a determination of the sum due as Fedeiral and
State royalty on the basis of such approved participating avea,

Whenever it is determined, subject to the approval of the Supervisor, as
to wells drilled on Federal land and of the State Land Commliscioner as to wells
drilléd on State land and the State Commission as to wells on privately owmed
lands, that a well drilled under this agreement is st capsable of production
in paying quantities and inclusion of the land on which it is situated in a
participating area i{s unwarranted, production from such well shall, for_the pur-~

poses of settlement among all parties other than working interest owners, be
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allocated to the land on which the well is located so long o¢ such Jand is not
within a participating avea establishicd for the pool or deposit fiom which guch
production {8 obtained, Scitlement [or working Interest benefit: from euch a well
shali be wade as provided fo the unit operating sgrecient.

12. ALLOCATION OF PRODUCTION. All unitized substarces pioduced from
each participating area established under this agreement, except any part thereof
used in conformity with good uperating practices within the unitized area for
drilling, operating, camp and other production or development purposes, for
repressuring or recycling in accordance with e plan of development approved by
the Supervisor, and State Land Commissioner and the State GCommission, or
unavoidably lost, shall Ee deamed to be produced equally on an rcreage basis

from the several tracte of unitized land of the partic?

patling ares established for
such production and, for the purpose of determining any benefits accruing under
this agreement, each such tract of unitized land shall have allocated to it such
percentage of saild production as the number of acres of such tract included in
said participating area bears to the total acres of unitized land in saild partici-
pating area, except that allocatfion of production hereunder for purposes other
than for settlement of tne royalty, overriding royalty, or payment out of pro-
duction abligations of the respective working Iinterest ocwners, shall be on the
basis prescribed in the unit operating agreement whether in conformity with
the basis of allocation herein set forth or otherwise, It is hereby agreed that
production of unitized substances from a participating area shall be allocated
as provided herein regardless of whether any wells are drilled on any particular
part or tract of said paréicipating area, If any gas produced from one partici-
pating area is used for repressuring cr recycling purposes in another partici-
pating area, the first gas withdrawn from such last-mentioned participating
area for sale during the life of this agreement shall be considered to be the gas
so transferred until an amount equal to that transferred shall be 3o nroduced
for sale and such gas shall be allocated to the participating area from which
initially produced as constituted at the time of such final preduction,

13. DEVELOPMENT OR OPERATION OF NON-PARTICIPATING LAND OR FORMATIONS,

Any party or parties hereto owning or controlling the working interests in any

unitized land having thereon a regular well location may with the approval of




the Supervisor as to Federal land, the State Land Commissioner as to State Land,
and the State Commission as to privately owned land, and subjcct to the pro-
visions of the Unit Operating Agreement, at such party’s or parties' sole risk,

costs, and expense drill a well at such lecation oa suchk land to test any forma-

on for winich a participating area has not been established or to test any forma-

tion for which a participating area has been established if such location is not ' ‘
within said participating area, unless within 90 days of receipt of notice from

said party of his intention to drill) the well the Unit Operator elects and

commences to drill such a well in like manner as other wells are drilled by the

Unit Operator under this agreement.,

If any well drilled as aforesaid by a working inferest owncr results in
production such that the land upon which it is situated may properly be included
in a participating area, such participating area shall be established or enlarged
as provided in this agreement and the well shall thereafter be operated by the
Unit Operator in accordance with the terms of this agreement and the unit opera-
ting agreement.

If any well drilled as aforesaid by 2 working interest owner obtains pro-
duction in quantities insufficient to justify the inclusion in a participating area
of the land upon which such well is situated, such well may be operated and pro-
duced by the party drilling the same subject to the conservation requirements of
this agreement. The royalties in amount or value of production from any such well
shall be paid as specified in the underlying lease and agreements affected.

14. ROYALTY SETTLEMENT. The United States and the State of New Mexico
and all royalty owners who, under existing comtract, are entitled to take in
kind a2 share of the substances now unitized hereurnder produced from any tract,
sﬁall hereafter be entitled to the right to take in kind their share of the unitized
substances allocated tc such tract, and Unit Operator, or in case of the operation
of a well by a working interest owner as herein in special cases provided for,
such working interest owner, shall make deliveries of such royalty share taken
in conformity with the applicabie contracts, laws and regulations, Settlement
for royalty interest not taken in kind shall be made by working interest owners
responsible therefor under existing contracts, lays and regulations on or before

the last day of each month for unitized substances produced during the preceding



calendar month; provided, however, that wothing herein contained shall operate
to relieve the lessces of any land Irom their respective leasce obligations for the
payment of any royalties due under thelr leases.,

I1f gas obtained from lands not subject to this agrecemeni {8 intvoduced
into any participating area hereunder, for use in repressuring, stirulation of
production, or increasing ulitimate recovery, which shall be in conformity with
a plan first approved by the Supervisor, the State Land Commissioner, and the
State Commission, a like amount of gas, after settlement as herein provided
for any gas transferred from any other participating area and with due allow-
ance for loss or depletion from any cause, may be withdvawn from the formation
into which the gas was introdiced, royalty free as to dry gas, but not as to
the products extracted therefrom; provided that such withdrawal ehall ha at puch
time as may be provided in the plan of onerations or as may otherwisz be congented

y the Supervisor, the State Land Gommissioner and the State Comnission as

o

Lo
conforming to good petroleum engineering practice; and provided further, that such
right of withdrawal shall terminate on the termination of thig unit agreement.

Royalty due the United States ghall be computed as provided in the
operating regulations and paid in value or delivered in kind as to all unitized
substances on the basis of the amounts thereof allocated to unitized Federal
land as provided herein at the rates specified in the respective Federal leases,
or at such lower rate or rates as may be authorized by law or regulations;
provided, that for leases on which the royalty rate depends on the daily average
production per well, sald average production shall be determined in accordance
with the operating regulations as though each participating area were a single
consolidated lease,

Royalty due on account of State of New Mexico and privately owned lands,
chall be computed and paid as to all unitized subatances on the basis of the
amounts allocated to such lands.

15. RENTAL SETTLEMENT. Rental or minimum royalties due on leasex
committed hereto shall be paid by w;rking intereast owners responsible therefor
under existing contfacts, laws, and regulations, provided that nothing herein
contained shall operate to relieve the lessees of any land from their respective

lease obligations for the payment of any rental or minlmum royalty i{n lieu thereof




due under their leases. HRental ox winisum rovalty tor lands of the Unfted States
subject to this agreement shall be paid at the rate specified in the respective
leases from the United States uunless such rental or minimum royalty is walved,
suspended, or reduced by luw or by approval of the Secretary or his duly authorized
representativg.

Rentals on State of New Mexico lands subject to this agreement shall be
at the rates specified in the respective leases,

With respect to any lease on non-Federal land containing provisious
which would terminate such lease unless drilling operations were within the
time therein specified commenced upon the land covered thereby or rentals
paid for the privilege of deferring such drilling operations, the rentals required
thereby shall, notwithstanding any other provision of this agreement, be deemed
to accrue and become payable during the term therof as extended by this agree-
mont and thereafter until the required drilling cporaticones are commenced upon the
land covered thereby or some portion of such land is included within a partici-
pating area.

16. CONSERVATION. Operations hereunder and production of unitized
8 ubstances shall be conducted to provide for the most economical and efficient
recovery of said substances without waste, as defined by or pursuant to State or
Federal law or regulation,

17. DRAINAGE, The Unit Operator shall take appropriate and adequate
measures to prébent drainage of unitized substances from unitized land by wells
on land not subject to this agreement, or, with prior consent of the Director and
the State Land Commissioner, pursuant to applicable regulations pay a falr and
reasonable compensatory royalty as determined by the Supervisor for Federal
lands or as approved by the State Land Commissioner for New Mexico State lands.

18. LEASES AND CONTRACTS CONFORMED AND EXTENDED. The terms, conditions
and provisions of all leases, subleases and other contracts relating to expior-
ation, drilling, development or operations for oil or gas on lands committed to
thig agreement are hereby expressiy modified and amended to the extent necessary to
make the same conform to the provisions hereof, but otherwise to remain in full
force and effect; and the parties hereto hereby consent that the Secretary as to

Federal leases and the State Land Commissioner as to State leases shall and each
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by his approval hereof, or by the approval hereof by his duly authorized repre-
sentative, does hereby establish, alter, change or revoke the drilling, preducing,
rental, minimum royalty and royalty requirements of Federal and State leases
committed hereto and the regulations in respect thereto to conform said requirements
to the provisions of this agreement and, without limiting the generality of the
foregoing, all leases, subleases, and contracts are patticularly modified in
accordance with the following:

(a) The development and operation of lands subject to this agreement
under the terms hereof shall be deemed full performance of all obliigations for
development and operation with respect to each and every part or separately owned
tract subject to this sgreement, regardless of whether there is any development of
any particular part or tract of the unit area, notwithstanding anything to the con-
trary in any lease, operating agreement or other contract by and between the parties
hereto? or their respective predecessors in interest, or any of them,

{(b) Drilling and producing operations performed hereunder upon any tract
of unitized lands will be accepted and deemed to be performed upon and for the
benefit of each and every tract of unitized land, and no lease shall be deemed to
expire by reason of failure to drill or produce wells situated on the land therein
embraced.

(c) Suspension of drilling or producing operations on all unitized lands
pursuant to direction or consent of the Secretary and the State Land Commissioner
or their:duly authorized representative, shall be deemed to constitute such
suspension pursuant to such direction or consent as to each and every tract of
unitized land.

(d) Each lease, subleése or contract relating to the exploration, drill-
ing, development or operation for oil or gas of lands, other than those of the
United States and State of New Mexico, committed to this agreement, which, by its
terms might expire prior to the termination of this agreement, is hereby extended
beyond any such term so provided therein so that it shall be continued in full
force and effect for and during the term of this agreement.

(e) Any Federal lease for a fixed term of twenty (20) years or any re-
newal thereof or any part of such lease which is made subject to this agreement

shall continue in force beyond the term provided therein until the termination




hereof., Any other Federal lease committed hereto shail continue in force beyond

the term so provided therein or by law as to the land committed so long as such

lease remains subject hetreto, provided that production is had in paying quantities
under this unit agreement prior to the expiration date of the term of such lease,
or in the event actual drilling operations are commenced on unitized land, in
accordance with the provisions of this agreement, prior to the end of the primary
term of such lease and are being diligently prosecuted at that time, such lease

| shall be extended for two years and so long thereafter as oil or gas is produced
in paying quantifiea in =2ccordance with the provisions of the Mineral Leasing
Act Revision of 1960.

(£) Each sublease or contract relating io the cperation and development
of unitized substances from lands of the United States committed to this agree-
ment, which by its terms would expire pricr to the time at which the underlying
lease, as extended by the immediately preceding paragraph, will expire, is hereby
extended beyond any such term so provided therein so that it shall be cantinuéd in
full force and effect for and during the term of the underlying lease as such term
is herein extended. ‘

(g) Any lease embracing lands of the State of New Mexico which is made

subject ro this agreement, shall continue in force beyond the term provided

therein as to the lands committed hereto until the termination hereof.

(h) The segregation of any Federal lease committed to this agreement is
govefned by the following provision in the fourth paragraph of Sec. 17 (j) of the
Mineral Leasing Act, as amended by the Act of September 2, 1960, (74 Stat, 781-784):
"Any (Federal) lease heretofore or hereafter committed to any such (unit) plan
embracing lands that are in part within and in part outside of the area covered
by any such plan shall be segregated into separate leases as to fhe land committed
and the lands not committed as of the effective date of unitization: Provided,
however, that any such lease as to the nonunitized portion shall continue in force
and effect for the term thereof but for not less than two years from the date of
such segregation and so long thereafter as oil or gas is produced in paying

quantities."”
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(i) Any lease embracing lands of the State of New Mexico having only a
portion of its lands committed hereto, shall be segregated as to the portion
conmitted and the portion not committed, and the provisions of such lease shall
apply separately to such segregated portions commencing as of the effective date
hereof; provided, however, notwithstanding any of the provisions of this agree-
ment to the contrary, any lease embracing lands of tha State of New Mexico having
only a portion of its lands committed hereto shall continue in full force and -
cffect bevond the term provided therein as to all lands embraced in such lease,
if oil or gas is discovered and 138 capable of being produced in paying quantities
from some part of the lands embraced in such lease at the expiration of the
secondary term of such lease; or if, at the expiration of the secondary term, the
Lessee or the Unit Operator is then engaged in bona fide drilling or reworking
operations on some part of the lands embraced in such lease, the same, as to all
lands embraced therein, shall remain in full force and effect so long as such
operations are being diligently prosecuted, and if they result in the production
of oil or gas, said lease shall continue in full force and effect as to all the
lands embraced therein, so long thereafter as oil or gas in paying quantities is
being produced from any portion of said lands.

19. COVENANTS RUN WITH LAND. The covenants herein shall be construed to
be covenants running with the land with respect to the interest of the parties
hereto and their successors in interest until this agreement ferminates, and any
grant, transfer or conveyance of interest in land or leases subject hereto shall
be and hereby is conditioned upon the assumption of all privileges and obligations
hereunder by the grantee, transferee or other successor in interest. No assign-
ment or transfer of any working interest, royalty or other interest subject hereto
shall be binding upon Unit Operator until the first day of the calendar month
after Unit Operator is furnished with the original, photostatic or certified copy
of the instrument of transfer.

20. EFFECTIVE DATE AND TERM. This agreement shall become effective upon
approvzl by the Director and the State Land Commissioner or their duly authorized
representatives as of the date of approval by the Directcor and shall terminate five
(5) years frow said effective date unless:

(a) such date of expiration is extended by the Director gnd the State
Land Commissioner, or

{b) it is reasonably determined prior to the expiration of the fixed

-18-




term or any cxtension thevood That tho wnioic 100 T T s et Ton
of unitized substances in paviag ot iies do the Sorc o Tena ta el herenand ey
and after notice of {ntenilon 2o terainaie Uam oetoo e vnd oo e e aee e c ey
by the Unit Operator to all pavties {n intevest at theis lact booven adivecges,
the agreement {s terminated =ith the approval of the Bérector cnd State Zand
Commissioner, or

{(¢) a valuable discovery of unitrized substancesn tas beon cads oy seceatod
on unitized land during said initia! term oc anv cxicoasion 'heres . i which
event the agreement shall remafn in offect for anach torm ovd oo lows o0 anicired
substances can bhe produced In quancitica suffdcionr o pav Tov 1Y e ooel o
producing same from welle nn vuitfzed Tt liehtn any savs
on cease, 530 long thevaftor oa 3 leant opovationg

hereunder and, should preduct
are in progress for the vestovation of oroaduction ov diascov-vy of new sroduation
and so long thereafter as the unitized substances so di{scovered can be produced
as aforesaid, or

(d) 1t {8 tevminated as herctafore provided {n this arroement. This
agreement may be terminated at any time by not less than 75 per centum, on an
acreage basls, of the ocwners of working infavests slagnatory herefo, with the
approval of the Director and Stare Land Commissionor; notice of any such approval
to be given by the Unit Operator to all parties hereto,

21, RATE OF PROSPECTING, DEVELQPMENT AND PRODUCTION. 'The Director ts
hereby vested with authority to alter or modify from time to time in his discre-
tion the quantity and rate of production under this agrecement when such aquantitcy
and rate is not fixed pursuvant to Federal or State law nr does net conform to
any state-wide voluntary conservation or allocation program which is established,
recognized and generally adhered to by the rajority of operators in such State,
such authcerity being hereby limited to alteraticn or modification in the public
interest, the purpose thereof and the public iunterest to bhe served thereby to be
stated in the order of alteration or modification, Without regavrd to the fore-
going, the Director is also hereby vested with zuthority to alter or wodify from
time to time at his discretion the rate of prospecting and development and the

quantity and rate of production under this agreerent when such altevation or

rodification 1is in the interest of attairing the ceonservation objectives staved
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{a thie agreement and 1s not in violation of any applicable Federal or State law;
provided further that no such alteration or modification shall be effective as to
any land of the State of New Mexico as to the rate of proapecting and developing
in the absence of the specific written approval thereof by the State Land Commnis-
sioner and as to the lands of the State of New Mexico or privately owned lands
subject to this agreement as to the quantity and rate of prcduction in the absence
of specific written epproval thereof by the State Conmission,

Powers in this section vested in the Director shall only be exercised
after notice o Uait QOperator and opportunity iov hesving ¢o be held not less than
fifteen (15) days from notica,

22. CONFLICT OF SUPERVISION, Nefther tlie Unic Opavater nor the woxking
interegt owners nor eny of them shsil ba gublzet o any forfettura, teswinatisn
or expiration of any rights hereunder or under any leasas or contracta suojec§
hereto, or to any penaléy or liability on account of delay or Ffailure ia whole
or in part to comply with any applicablie provision thereof to the extent that cha
Unit Operator; working interest owners or any ol them are hindered, delayad «r
prevented from complying cherewith by reason of failure of the Unit Gpervater to
obtain {u the exercise of due diligence, ke comcurrence of propaer vepressntativees
of the United States and proper vepresent2tives of the Strte of New Mewnice in ang
about any matters or thing concevning which it {8 requircd herein that such
concurrense be obtained., The parties herets, including the State Commiasion,
agree that all powers and authority vested in the State Commission in and by any
provisions of this agreément are vested in the State Commission and shall be
exercised by it pursuant to the provisions of the laws ci the 3tate of New Mexico
and zubject in any case to appeal ov judiclal review as may aow or hersafitar be
provided by the laws of the State of New Mexjwo.

23. APPEARANCES, Unit Operator shall, after nctlcs ts other partizs
affected, have the right to appear for and cn behalf of any and ell {nterestic
affected hereby‘before the Depariment of Iunievior, the Corxmissioner of Pudblic Lands
of the State >f New Mexico ard tne New Mexico 03l onsarvation Comalssion srnd te
appeal from orders issued under the regulations of said Pepartment, the Stste
Land Commissioner or State Commission or to apply for relief from any of said
regulations or in any proceedings relative to operations before the Department of
the Interior, the State Land Commissioner or State Commission or any other legally

constituted authority; provided, however, that any other interested psarty shall

also have the right at his own expense to be heard in any such proceeding,
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24. NOTICES. All notices, demands or statements required hereunder
to be given or rendered to the parties hereto shall be deemed fully given {f given
in writing and pevsonally delivered to the party or sent by postpald registered
mall or certified wail, addressed to such party or parties at thelr respective
addresses set forth {n connection with the signaturcs hareto or the ratification
or consent hereof or to such other address as any such party may have furalched
in writing to the party sending the notice, demsad or statement.

25. NO WAIVER OF CERTAIN RIGHTS. Nothing in this agreement contained
shall be construed as a waiver by any party hereto of the right to assert any
lagal or constitutional right or defense as to the validity or invalidity of
any law of the state wvherein said unitized lands are located, or of the United
States, or réguiationa issucd thereunder in any way affectiag such party, or as
a waiver by any such pérty of any right beyond his or its authority to waive,

26, UNAVOIDABLE DELAY. All obligations under this agreement requiring
the Unit Operator to commence orrcontinue drilling or to operate on or produce
unitized sub#tancea from any of the lands covered by this agreement shali be |
suspended while, but only so long as, the Unit Operator despite the exercise of
due care and diligence is prevented from complying with such obligations, in whole
or in part, byiStrikes, acts of God, Federal, State or Municipal law or agencies,
unavoidable accidents, uncontrollable delays in transportation, inability to ob-
tain necessary materials in open market, or other matters beyond the reasonable
control of the Unit Operator whether similar to matters herein enumerated or not.

27. NONDISCRIMINATION, In connection with the performance of work under
this agreement, the operator agrees to comply with all of the provisiouns of
Section 301 (1) to (7) inclusive, of Executive Order 10925 (28 F,R, 6485), which
are hereby incorporated by reference in this agreement,

28. LOSS OF TITLE. 1In'the event title to any tract of unitized land
shall fail and the true owner cannot be iunduced to join in this unit agreement,
such tract shall be automatically regarded as not committed hereto and there shall
be such readjustment of future costs and benefits as may be required on account
of the loss of such title. In the event of a dispute as to title as to any
royalty, working interest or other interests subject thereto, payment or
delivery on account thereof may be withheld without liability for interest until

the dispute is finally settled; provided, that, &s to Federal and State land or



leases, uo payments of Lunds duv the United States or the State of wew Nexico
should be withheld, but such funds of the United States shall bLe deposited as
directed by the Supervisor, and éuch funds of the State of New Mexico shall bLe
deposited as directed by the state Land Comissicnnr, to be held as unrcarned
money pending final scttlement of the title dispute, and theun applied as earned
or returned fn accordance with such final settlowent.

Unit Operator as such {s relieved from any responsibility for any defect
or tailure of any title hereunder,

<9, NON-JOINDER AND SUBSEQUENT JOINDER, 1f the owner of any substantial
interest in a tract within the unit areca fails or refuses to suvscribe or consent
to this agreemont, the owaer of the worilng interest in that tract may withdraw
said tract from this agrecment by written noiice to the Director, the State Land
Cermmisgioner, and the Unit QOporater pricr to the appreval of this agrecement by
the Director. Any oii or gas lnterests in lands within the unit area not
committed hereto prior to submission of this agreement for final approval may
thereafter be committed hereto by the owner or owners thereof subscribing or
consenting to this agreement, and, if the interest is a working Intevest, by
the owner of suchk interest also subscribing teo the unit operating agrecment,
After operations are commenced heveunder, the right of subsequent joinder, as
provided in this section, by a working interest owner is subject to such requirements
or apprevals, if any, pertaining to such joinder, as may be provided for in the
unit operating agreement. After final approval hereof, joinder by a non-working
inte}est owner must be consented to in writing by the working interest owner
committed hereto and responsible for the payment of any benefits that may accrue
hereunder in behalf of such non-working Iinterest. Joinder by any owner of a non-
working interest, at any time, must be accompanied by appropriate joinder by the
owner of the corresponding working interest in order for the interest to Se regarded
as committed hereto. Joinder to the unit agreecment by a working interest owner,
at any time, must be accompanied by appropriate joinder to ihe unit operating
agreement, if more than one comnitted working intercst owner is invclved, in order
for the interest to be regarded as committed to this uait agreement. Except as
may otherwise herein be provided, subsequent joinders to this agreement shall be
effective as of the first day of the month following the filing with the Supervisor,

the State Land Commissioner and the State Commission of duly executed counterparts




of all or any papers necessary to establish effective commitment of any tract
to this agreement unless objection to such joinder is duly meade within sixty
(60) days by the Director; provided, however, that as to State lands such sub-

sequent Jjoinder must be approved by the Sta te land Commissioner.

30. COUNTERPARTS. This agreement may be executed in any number of
counterparts, 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 counter-
part, ratification or consent hereto with the same force and effect as if all such
parties had signed the same document and regardless of whether or not it is
executed by all other parties owning or claiming an interest in the lands within
the above-descrived unit area.

IN WITNESS WHEREOF, the partizs hereto have caused this agreement to

be executed and set opposite their respective names the date of execution.

n .
) 4 SHELL
LUL IM By

‘(
Addréss: P. 0. Box 1509
Midland, Texas TP70L

% UNIT OPERATCR AND WORKING INTEREST
OWNER

1311 18 19 20

2= uptemnamgn smaym

b
3 ATTEST:
i
. By
Secretary
Address
Date:
ATTEST:
By —r—— .t — —
Secretary
Address
Date:




of all or any papers necessary o eatablish effective comnitment of any tract
to this agreement unless objection to such joinder is duly made within sixty
(60) deys by the Director; provided, however, that as to State Lands such sub-
gequent joinder must be approved by the Staote Land Commissioner.

30. COUNTERPARTS. This agreement may be executed in any nuwber of
counterparts, no one of which needs to be executed by all parties, or may be
atifisd or consented to by separate instrument in writing specifically referring
hereto and shall be binding upon all those parties who have executed suchi a counter-
part, ratification or consent hereto with the same force and effect as if all such
parties had signed the same document and regardless of whether or not it is
executed by all other parties owning or claiming an interest in the lands within
the above-described unit area.
| IN WITNESS WHEREOF, the parties heretc havc caused this agreement to

be executed and set opposite their respective names the date of execution.

ATTEST: SHELL OIL COMPANY
By
Secretary -
Address: P. 0. Box 1509
Date: Midland, Texas 79704
UNIT OPERATOR AND WORKING INTZREST
OWNER
ATTEST: . JQSEPH . SEAGRANM & SONS, INC.
By&]/m/J/M
Secretary ; ATTORNIY - IN-FACT
88
Date: <Z
ATTEST:
By
Secretary
Address
Date:
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STATE OF TEXAS )

COUNTY OF MIDLAND)

Before me, the undersigned authority, on this day personally appeared
J. V. Lindsey, known to me to be the perscn whose name is subscribed to the
foregoing Instrument as Attorney in Fact for Shell 0il Company, & Delaware corpo-
ration, and acknowledged io mc that he executed the same for the purposes and
consideration therein expressed, and as the free act and deed of said Shall 011
Company in the capacity therein stated.

Given under my hand and s=al of office this vg;i day of ;2?94o¢<:4{:;,

1964

1 Pasatn Mong
My Commission Expires: | -

"Notary Pubfic in and
O ene /. Fes” Midland County, Texas.
7




COUSZNT AND RATIFICATION
' CASCNTIRT UNIT AGRES CHT

EVBRACIIIG LANDS TN EDDY COUNTY, iin.y 1EXICO

The undersigned, (whether one or inore) hereby ackunowledge receipt
of a copy of the Unit Agreement for the Davelepment and Operation of the

Wagontire Unit Area embracing lands situated in Eddy County

whioch aaid Agreement isc dAnted the 24th day of Febru

Tyt s o v
4V VL e g

10
N &

o o107
that they have read the same and are familiar with the terms and conditions
thereof. The undersigned alsoc being the owners of the leoasehold, royalty
or other interests in the lands or minerals embraced in said Unit Area,
as indicated on the schedule attached to the said Unit Asreement as
Exhibit "B", do hereby commit all of their said interests to the ‘Jagontirs
Unit Agreement and do hereby consent thereto and vatify ail of ithe terms
and provisions thereof, exactly the same as if the undersismed hiad executed
the original of said Unit Agreement or a counterpart therseof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned

as of the date set forth in their respective acknowledgments.

CORPGRATE
STATE OF )
COUNTY OF g
The foregoing instrument was acknowledged before me this _____ day
of y 1964, by who is
of , &

corporation, for and on bshalf of said

(State)

corporation,

My ocommission expires: fotary Pabiic

INDIVIDUAL
STATE OF _ NEW MEXD }
COUNTY OF __ CHAVES 8

The foregoing instrument was acknowledged before me this 6th day

of MARCH , 1964, by L. Coe Barris and liarion V. Harris,
his wife .
v
¥y commission expirea: Totary Public
S=4~E5




SDDY COUNTY, o0 DERTICG

TABRACTNG

The undersigned, (whsthar one or moro) hereby ackiowledse roeceipi
of a copy of the lnii Agvecment for ihe Lovelopment and Cperation of the
Wagontira Unit Area enlirecirg londs situated in Fddy County, New Mexico,
which said Agreement is dated the 24ih day of February, 1904, and acknowledge
that they have rcad the same and are familiar with the fLerus and conditions
thereof. The undersigned alsc baing the owners of tLhe leaschold, royaliy
or other interests in the lunds or minerals embraced in suid Unit Area,
as indicated on the schedule attached 1o the said Unit Asveoment as
Exhibit "B", do hereby coumii all of their said interoests te the Wagontire
Unit Agreement and do hereby conseni tnereto and vatify all of ithe terma
and provislions thereoi, exachly the same 2s if the undersizaed liad executed
the original of ssia Unit Jgresneni or a counterpari thereof.

IN WITNESS WHEREOY, tnis instcument is execnted by the undersigned

a8 of the datse set forth in their respective ecknowledmisnia.

1 QIL COMPANY QF

suvN L

Y i
— By : §14%§?12222421yc//

At?brney-in—Fact

STATE OF . ., -.

i
gt o

7

COUNTY OF ‘i ;1. ~ |

WIOINTAw DN

-
The foregoing instrument was acknowledged bvefore me this /. — day
¢

o ' : L .
of -\ oAl s 1964, by et ST e : who is
| »
Attarnev-ii P of | » e i E ey B
- — e f
[ . . 4 v- ) -
N 4 cornoration, fo ond on tabalf of said
b {State)
corporation. . - SR . .
- . N R - P T e < ) . . T’ ; ?’:nﬁa E' Snnb
commiszion expires: — G L
Yy commisa » Notary Fublio
S S A
)

TIDIVIDUAL

STATE OF

O AR

COUNTY OF

The foregoing instrument was acknowledged before me this day

* —r—————

of ) 1964) b:/

s . . s —
WY COommASg8i0on expires? ?’IOtC’»I‘:,’ Public




COUSENT AND QATIFICQ TION
(YA SONTIRS UJIT AGR® Enid
EMBRACING LANDS JN ZDDY COUNTY, vV ITEXICC

The undersigned, {(whother one or more) hereby acknowleds Te receipt

of a copy of the Unit Agreement for the Development and Operatlon of the

which said Agreement is dated the 24th day of February, 1904, and acknowledge
that they have read the sazme and are familiar with the lerms and conditions
thereof. The undersigned also being the owners of the leasehold, royalty

or othor interests in the lands or minerals embraced in said Unit Area,

a8 indicated on the schedule attached to the gsaid Unit Agreement as

Exhibit "B", do hereby commit all of their seaid interosts to the Wagontire

Unit Agreement and do hereby consent thereio and ratify all of ths

Lt

-armg
and provisions thereof, exactly the same as if the undersigned had executed
the original of seid Unit dgreement or a counterpari thereof.

IN WITNESS WHEREOF, this instrument is exescuted hy the undersigned

as of the date set forth in their respective acknowledgnents.

JOSEPH E. SEAGRAM & SONS, INC,

CORPCRATE

STATE OF TS b

COUNTY OF HILAD g

The foregoing instrument was acknowledged bvefore me this chth day

of farel: y 1964, by A who is
sttt y~-n=foat of JusCply L. lkegrous & xaNg, Ing, , &
Ioldoon o corporaticn, for and on behalf of said

(State)

corporafio?- . (;//éii4fi;,éfy f;;z;on¢<V%iij7/

My commission expirea: Totary Publio
CLETA 0. SWINNEY, Notary Public

In and for Dalias County, Texas

IVDIVIDUAL My Commission Expires June 1, 19 é5
STATE OF . 0
COUNTY OF 8

The foregoing instrument was acknowledged before me this day

of 1964, by

Yy commission expires: Totary Public




COISENT AXD QATIVICA " I0N
' ASONTIRT UII1T AGRYW.L OHT
EWBRACING LANDS IW EDDY COUNTY, v ITEXICO

The undersigned, (whether one or more) heraby acknowledgse receipt
of a copy of the Unit .grocineni for the Development and Cpsration oi the
Wagontire Unit Area embracing lands situated in Eddy County, New Mexico,
which s2id Agreement is dated the 24th day of Felbruary, 1304, and acknowledge
that they have read the same and are familiar with the leris and conditions
thereof. The underaigned also being the owners of the lrasehold, royalty
or other interests in the lands or minerals embraced in said Unit Area,
as indicated on the schedule sttached to the said Unit Agroement as
Exhibit "B", do hereby commii &1l of their said interests to the Wagontire
Unit Agreement and do nhereby consent therseto and vatify all of lhe terms
and provisions thereof, exactly the samz as if the undersipmed had executed
the original of said Unit JAgreement or a counterpuart thersof.

IN WITNESS WHEREOF, thisg instrument is ezecuted by the undersigned

ag of the date set forth in their respecitive acknowledgments,

- e -
/, N

Nareh 17, 1964 v
/ Jﬁﬂlh‘ Andeveen
M 3 =——1 "} " ,
- Benver, Oolevade 50202 8
‘CORPORATE
STATE OF 0
¢
COUNTY OF 0y
The foregoing instrument was acknowledged before me this day
of , 1964, by who is
of y &

corporation,; for and on bshalf of said

{State)
corporation,
My commission expires: Yotary Tubiio
INDIVIDUAL
STATE oF __OOLARANO )
COUNTY OF M- 5

The foregoing instrument was acknowledged before me this 17¢h day

of Mameh , 1964, by Josgueline Andersen -~ stetisg thet this is

hor sels aad suparats preperty

. N 7 _'/, 14 - - // / . s
Yy commission expiress Ttary Pubiic ~

9, 1967




COUSENT AND RATIFICARION
WAGONDIRS USIT AGRTL LU

¢BRACING LANDS TN ZDDY COUNTY, .i&\ IBRICC

The undersigried, (whether one or more) herely acknowledge receipt
of & copy of the Unit Agreement for the Davelopiment and Operation of the
Wagontire Unit Area embracing londs situated in Rddy County, New Mexico,
which said Agreement is dated the 24th day of February, 1904, and acknowledge
that they have read the same and ore familiar with the termns and conditions
thereof. The undersigned also being the owners of the leasehold, royalty
or other interests in the lands or minerals embraced in raid Unit Area,
&8 indicated cn the schedule attached to the said Unit Agreement as
Exhibit "B", do hereby commi{ all of their seid interosts to ths Wegoniire

Unit Agreement and do hereby consent thereto and vatify all of the terins

and provisions thereof, exactly the same as if the undersiymed hiad executed

the original of seid Unit Jgreement or a counterpart thereof.
IN WITNESS WHEREOF, ihis instrument is executed by the undersigned

e e dd AV - VN d o L PR T R S PR S [T I
a8 o1 wne daie ssv forTvh in b re8peciive LCKNOWleagnenta.

#® W. M. Beard Mrs. Jess McBee, John M. Beard,
& Emily Jo Watts, d/b/Ja BEARD OIL COMPANY

Fu

By__M L

W. M. Beard, Acting individually & as attorney-in-fact .
for WITS. J&ss NIcBeE, John . ,Beara T Emily Jo Walts

STATE OF 0

COUNTY OF 8
A The foregoing instrument was acknowledged before me this __ day
of | , 1964, by who is
é ' : of TR

corporation, for and on bUshalf of said

; (State)

corporation.

f My commission expires: Fotary Publin

INDIVIDUAL
STATE OF Oklahoms 0
COUNTY OF Ok Lahoma

The foregoing instrument was acknowledged before me this 10th 4oy

of March , 1964, by W. M, Besxrd

My commission expires:

1/12/68,




CONSENT AND RATIFICATION
' FAGONTIRS UNIT AGRE: CUT

EMBRACING LANDS IN EDDY COUNTY, 757 ITEXICO

The undersigned, (whether one or more) hereby ackunowledge receipt
of a copy of the Unit Agreement for the Development and Operation of the

Wagontire Unit Area embracing lands mituated in Eddy Count

Mae b AN e
&

v -
J 9 WY LITAAVV

which said Agreement is dated the 24th day of February, 1904, and acknowledge

R MR L e e

that they have read the same and are familiar with the fernas and conditions
thereof. The undersigned also being the owners of the loasehold, royalty
or other interests in the lands or minerals embraced in said Unit Area,

as indicated on the schedule attached to the said Unit Agreoment as

Exhibit "B", do hereby commit all of their said interosts to the Wagontire
Unit Agreement and do hereby consent thereto and vatify all of the terms
and provisions thereof, exactly the same as if the undersiygned had executed

3 TT__

said Unit Agreement or a counterpart thereoi.

AL Y L
VUG Ul riial Vi

! IN WITNESS WHEREOF, this instrument is executed by the undsrsignes

as of the date set forth in their resnective acknowledgments.

SQC0HY MOBIL OIL COMPAXNY, ING,

//4762214/»o¢42?7 7«/7(212é14\,

ARorney-infact

‘CORPURATE 1()

STATE OF T Loa g )
COUNTY OF __ 727 4 2w scde 8

The foregoing instrument was acknowledged before me this ,7.&4.cay

of _Iascks 5 1964, By _ Kigaord FPHKGolon  Who is

' AftormeyIn fort of  SO0UZHY MORIL OIL COXPANY, IRG, , a
: )Q144/— corporation, for and on behalf of said
(Stat
corporation. !

. . Al

Ny commisslon explres: Notary Public

; &t (TEST DORIS B, ~17o7n
fr and oo DOl

INDIVIDUAL
STATE OF )
COUNTY OF ' 3

The foregoing instrument was acknowledged before me this day

of s 1964, by

My commission expires3 Totary Public




P . Sy T
. . R A e y

N I3 - N A \ . .
The undersigrod, (whelhoepr ono v 1o A Y s N

of & copy of tho !nit voicomoew! For tho Soveloyso gt oot s ey oL e

Wagontire Unit Acvoo osbracing lunds gitwcioo o Jide Deso i, v Tleciono

w

which said Agreement i dated the 24Lh day o) dovr sy, 0 0h, ond v iy
that they have road the gumne wund are Sendilar 20700 70 o ot gondl Lo

thereos, The undervsigmed alsc boing Sha owners of wle Donalod [T I

or other interecsts in tho tands or
a8 indicated on the ncehodute attached Lo Lhe andd 1oL 0 coomen. an
Exhibit "BY, do horeby coewals all of heis oo id apdorason we the ool tes

Unit Agreement and do laveby consent Lacroio and 080y 9l o a0 Tainn

and provisiona thercol, ehly tae s w30 Lne e Jersomad oo cwoomdod

Urid Sgreoment oo U covnseryaei rocant,

the original of &

N WIDNESS WHRRLOF, inos dnosuitumert Sa evreovied by the mdevaiznad

as of the date st Jorth in vaelr vesveslive cchuowlodiiiwnits.

5 ‘
[ ‘,
e e e S, e b e s, <l R 1t ot e 1 27 a8 ey L« 7 e < i e vy
S e A {,
- ; s . et i oremir . .,..._:._(.z..n’.:,_...;.@---.--, SO e i
v . s . T B%
AR 1 i"}
TORPHANE i)
SlI.A[l\E OF e i~ . P R IR IR v ..‘..‘Zx’
- e SR ;
v A 3
COUHATY OF o W
The fToragoing inatrument was EERNS SRS [BIRES "
of e RO Y e e 0 3T
! U S PO PPN S
‘ ] ) v o covnn o mid ,oLne ong on k o
: {State)
corporation.

My commission expires:

STATE OF  TEXAS o
_TEXAS U

COUXNTY OF MIDLAND

’

s B s T
Yy commission explres: T e v
~ C’O “l ()350 t i votory Putlic fn and far
G Yo

Hidland County, Texas




COIISENT A“‘ DATIriCHAIOd
\' \IOI\TII ‘ A Jicq S uaJl
EMBRACING LANDS IY “DDY COUNTY, i I"BXICO

Tne undersigned, (whether one or more) hereby ackuowledge receipt
of & copy of the Unit Jgreement for the Dovelopment and Operation of the
'hgontire Unit Area embracing lands situated in Eddy County, New Mexico,
which emid Agreement is dated the 24th day of Fabrary, 1964, and ccknowledge
that they have read tho same and are familiar with tie ievis and conditions
thereof. The undersigned also being the owners of Lhe leasehold, royaliy
or other inieresis in the lands or minerals embraced in said Unit Area,
as indicated on the schedule attached to the said Unit Asreement as
Exhibit "B", do hereby commit all of their said interosis to the Wagontire
Unit Agreement and do hereby consent thnereto and vatify ail of the terms
and provisions thereuvf, exactly the same as if the undersigned had executed
the original of said Unit Agreement or a counverpavt ithercof.

iN WITNESS WHEREOF, this instrument is exsented by the undersigned

as of the date set forth in their reuspective acknowledmuents.

ATTEST: \ INTERNATIONAL OIL & GAS CORPORATION
7 hssidtant Secretary Vick President
'COIPORATE
STATE oF COLORADO p
COUNTY OF _DENVER g
The foregoing instrument was acknowledged bvefore me this 11lth day
of March , 1964, by M. E. SPITIER who ig
Vice President of INTERNATIONAL OIL & GAS CORPORATION , =&
Delaware corporation, for and on behalf of said
(State)
corporation. Qi?\ ;x\\\ Aﬁ?\\
. L . Qbf\ov» PG
My commission expires: Notaky
April 9, 1966 _ &\\\\
INDIVIDUAL
STATE OF A 0
X
COUNTY OF 5

The foregoing instrument was acknowledged before me this __ day

of » 1964, by

=% issio xpires: = —
iy commiSsion explres otary Public




PR ARG, IO R S e

COUSENT AND RATIFICAVION
) WASONTIRT UN1T AGRT. Uit

EMBRACING LANDS YN ZDDY COUNTY, .o ITEXICO

The undersigned, (whether one or more ) hereby acknowledge receipt
of a copy of the Unit Agreement for the Development and Opevation of the
Wagontire Unit Arca embracing londe situated in Eddy County, New Mexico,
which said Agreement is dated the 24th day of February, 1904, and acknowledge
that they have read the same and are familiax with the lerns und conditions
thereof, The undersigned also being the owners of Lhe leasshold, royaliy
or other interests in the lands or minerals embraced in said Unit Area,
as8 indicated on the schedule attached to the said Unit Acreement as
Exhibit "B", do hereby commit all of their said interosis to tho Vagontire
Unit Agreement and do hereby consent thereto and vatifly all of the tsrms
and provisions thereof, exactly the samg as if the undersi;med had executed
the original of said Unit Agreement or a counterpari thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigneg

s, .’o‘,

‘a, oy
L

as of the date set forth in their respective ecknowledgnents.,

1 =7
17
'CORPGRATE
STATE OF g
COUNTY OF 8

The foregoing instrument was acknowledged bvefore me this day
of s 1964, by who is

of y &

corporation, for and on benalf of said

(State)
corporation.
My commission expires: Totary Pubiio
IWDIVIDIAL
STATE OF __ QNIAHGMA S
COUNTY OF __ TULSA }
The foregoing instrument was acknowledged befors me this 20thsay
of ___ Maxch L 106a, vy MY U TIANLEY ,

as Attorney in Fact on beshalf of SKELLY OIL

Toiiiee . Zrer,

Yotary Public

Yy commisasion expiress

Clecy 247967
7
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COUSENT AND RATIFIC.LYION
' WAGCNTIR™ UNIT AGRRL UL
BRACING LANDS IN BDDY COUNTY, iV 1TEX1CC

The undersigned, (whether one or more) heredby acknoviledge receipt
of a copy of the Unit .Agreement for the Davelopment and Operation of the
Wagontire Unit Area embracing lands situated in Eddy County, New Mexico,
which said Agreement is dated the 24ih day of February, 19G4, and acknowledge
that they have read the suome and are familiar with the ferins and conditions
thereof., The undersigned also being the owners of the leasehold, royalty
or other interests in the lands or minerals embraced in said Unit Area,
as indicated on the schedule attached to the said Unit Asreement as
Exhibit "B", do hereby commit all of their said interests to the Vagontire
Unit Agreement and do hereby consent thereto and vatify all of the terms

and provisions thereof, exactly the same as if the undersigned hiad executed

the original of said Unit Agreement or a counterpart thereof.
IN WITNESS WHEREOF, this instrument is executed by the undersigned
as of the date set forth in their respectivs agknowledyments.

4 s ) ‘

TPy Tl //~7”f"“‘—-——‘

CORPORATE

STATE OF Y

COUNTY OF g

The foregoing instrument was acknowledged before me this day
of , 1064, by who is

of , &

corporation, for and on benalf of said

(State)

corporation.

My commission expires: Tatory Dabl

INDIVIDUAL

STATE OF \,@W 9
COUNTY OF i isccvic

The foregoing instrument was acknowledged before me this jff?c day
7 ' 7 %
of _ AN ALAL 5 1964, by : A§7%/7L1/711? Lol
y R B /
C:?%Zfzc/ é%;;;7141)'5:;;gi1/
Hy/ggpmission expires: Yotar] Puvlic e N

//f40716/14 TS
=
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CO:S AND RATIFIC.ICH
'h SONTIND WITTD ACR™L Sul
EMBRACING LANDS TV =DDY COUNTY, iy NEXICO

The undersigned, (whether one or more) hereby acknowledge receipt
of & oopy of the Unit Agreement for the Development and Operation of the
Wagontire Unit Araea embracing lande situated in Lddy County, New lMexico,
whioh said Agreement is dated the 24th day of February, 19¢4, and acknowledge
that they have read ihs same and avre familiar with the tfterine and conditions
thereof. The undersigned also being the owners of the lrasehold, royaity
or other interests in the lands or minerals embraced in said Unit Area,
as indicated on the schedule attached to the said Unit Agrcement us
Exhibit "B", do hereby commit all of their said interosts to the Wagontire
Unit Agresmsnt end do hereby consent thareto and vatify all of the terms
and provisions thereof, exactly the same as if the undersigmed had exocuted
the original of said Unit Agreement or a counterpart ithereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned

as of the date set forth in their respsciive acknowledgments.

UNITED STATES SMELTING REFINING
AND MINING COMPANY

anwwc%
/,:>x<f’ V. Yeuman, in’& ¢e President

CORPURATE ral Manage? 011 Operati ons /

STATE OF ___ TEXAS 0 34 11 12 V2

COUNTY OF __ MIDLAND g

o
The foregoing instrument was acknowledged before me this / = aay

of Pzl — , 1964, by __J. V. NEUMAN, JR. who is
Vice Predident and General UNITED STATES SMELTING REFINING
Manager, 0il Operations_ of __AND MINING COMPANY y @
Maine corporation, for and on behalf of said
(State)
corporation. '
. . . . . > Lo 1421A_c4>45
My commission %xplres. Sktary Publa ——jzri;;é,_\
%ﬂ/ /’, / ?C S’/ . o oy
I¥DIVIDUAL B o
STATE OF }
COUNTY OF g

The foregoing instrument was acknowledged befcore me this day

of y 1964, by

5 i irg \ e
My commission expirss:s otary Puviic




L —

‘ COUSENT AND RATIFICATION
CASONTIRS USTIT AGRWS: Gd
EMBRACING LANDS TN EDDY COUNTY, ..ty ITEXICO

The undersigned, {(whether one or more) hereby acknowledge receipt
of & copy of the Unit Agreement for the Developmont and Opsration eof the
Wagontire Unit Area embrecing lands situated in Rddy County, New Mexioco,
which said Agreement is dated the 24ih day of February, 1904, and acknowledge
that they have read the same and are familiar wiih the lerns and conditions
thereof. The undersigned also being the owners of the leasehold, royalty
or other interests in the lands or minerals embraced in said Unit Area,
a8 indicated on the schedule attached to the said Unit Acrcement as
Exhibit "B", do hereby commit all of their said intevests to th¢ VWagontire
Unit Agreement and do hereby consent thereto and vatify all of the terms
and provisions thereof, exactly the sama as if ithe undersipgned had oexecuted
the original of said Unit aAgreement or a counterpasrt theraof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned

as of the date seit forth in their respective ucknowledgments.

CORPORATE
STATE OF 0
COUNTY OF 8
The foregoing instrument was acknowledged before me this ______ day
of s 1964, by who is
of , &

corporation, for and on benalf of said

(State)
corporation.
Ky commission expires: otary Pablio
INDIVIDUAL
STATE OF _ wyy MzXIC0 g
COUNTY OF ___ ruawga §

The foregoing instrument was acknowledged before me this 6 day

of . Y 1954’ by =8d B Mavlam.  4a ——

‘ L /M

Notary-Fuvlic

Yy commission expires:

—-Bprid 23, 1966



COUSZNT AND RATIFICATICH
WAGONTIRS UNIT AGRTL Gl
SBRACING LANDS IN EDDY COUNTY, v INBXICO

The undersigned, (whether one or moro) hereby ackuowledge receipt
of a copy of the Unit Agreement for the Development and Opsration of the
Wagontire Unit Area embracing lands situvaied in REddy County, New Mexioco,

which said Agreement is datsd the 24tih day of February, 1904, and acknowledge
that they have read the same and are familiar with the ferms and conditions
thereof., Ths underasigned also being the ownera of the leanehold, royaltiy
or other interests in the lands or minerals embraced in said Unit Area,
as indicated on the schedule attached to the said Unit Asreement as
Exhibit "B", do hereby commit all of their said interosts to the VWagontire
’ Unit Agreement and do hereby consenit thereto and valify all of the terms
| and provisions thereof, exactly the same as if the undersigned had oxecuted
the original of said Unit Agreement or a counterparit thereof.

IN WITHESS WHEREOF, this instrumsnt is oxacunted by the undersigned

as of the date set forth in their respective acknowledgments.

| ATTEST: £l Ok COMPANY
Ags.\at&nt Secratary 4 Bidéfj 3 4 11 12
‘CORPGRATE
STATE OF _NSW MEXXICO |
COUNTY OF _CHAVES g

f The foregoing instrument was acknowledged before me this (2“4 day

of ﬁﬂﬁéﬁ , 1964, by James T. chmings who is

President of _Elk 04l Company y @
Hew Maxico corporation, for and on benalf of said
(State)

corporation. \ ga ; 15:) :’ .

My commission expires: Fotary Publio ”

[0 ~020 —6
INDIVIDUAL
STATE OF 3
COUNTY OF 8

The foregoing instrument was acknowledged before me this day

of s 1964, by

My commission expires: Totary Public




w
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COUSENT AND RATIFIC.TION
VWAGONTIRT UNIT AGILE Sied
ENBRACING LANDS TN EDDY COUNTY, ..V IiEXICC

The undersigned, (whether one or mors) hereby ackiiowledge receipt
of & copy of the Unit Agreement for the Davelopmont and Operation of the
Wagontire Unit Area embracing lands situated in Rddy County, New Mexico,
which said Agreement is dated the 24th day of Febrvary, 1904, ond acknowledge
that they have read the same and are familiar with tihe Lerme snd conditions
thereof. The undersigned also being the owners of the lcasehold, royaiiy
or other interests in the lands or minerals embraced in said Unit Area,
as indiocated on the schedule attached to the said Unit Acraeement as
Exhibit "B", do hereby commit all of their said interssts Lo the Wagontire
Unit Agreement and do hereby consent thereto and vatify 2il of thne terms
and provisions thercof, exactly the same as if %the undersigaed had executed
Yhe original of said Unit Agreement or & counterpart thereof.

IN WITWESS WHEREOF, this instrument is execnted by the undersigned

as of the dmta got forth in their resnect1v€7uckyowiedgmggtq.

STATE OF | 0
COUNTY OF 3
The foregoing instrument was acknowladged before me this _____ day
of , 1964, by who is
of y &

corporation, for and on ovshalf of said

(State)

corporation.

R . .
My commission expires: Notary Public

INDIVIDUAL
STATE OF Texas
GOUNTY OF Midland R

The foregoing instrument was acknowledged before me this 6th day

of March s, 1964, by John F. Younger and Charlene S. Younger

= = 7
. . . ’&(/Aﬁ/ x%"/?l/ TP Z -
¥y commission expires: Tofary Public //

June_ l, 1965
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! ' CONSINT AND RATIVIC WIOU
; . WAGONTIRY UNIT AGRTM Gid
3, SUBRACTING LANDS TN ZDDY JOUNTY, iiiV I'EXIsCC

The undersigned, (whether one or more) heraby ackuowledge receipt
of a copy of the Unit Jgroemeni for the Davelopment and Operation of the
Wagontire Unit Area embraocing londs situated in Rddy County, New Mexioc,
which said Agreement is dutsd the 24th day of February, 1964, and acknowledge

) thiat they have read the same and are fumiliar with the Lerms and conditions

thereof, The undersigned also being the owners of Lhe leoasehold, royaliy
or other interests in the lands or minerals embraced in said Unit Area,
ag indicated on the schedule attached to the said Unit fnreement as
Exhibit "B", do hereby commit all of their said inturostis to the Wagontire
Unit Agreement and do hereby consent thereto and vitify all of the tsrms
and provisions thereof, exactly the same as if the undersigmed had executed
the original of said Unit Agreement or a counterpavt thereof.

JN WITNESS WHEREOF, this instrument is exscuted by the undersigned

as of the date set forth in their reapective acknowledgients.

CORPCRATE
STATE OF 4
COUNTY OF %
The foregoing instrumeni was acknowledged tvefore me this ______ day
of s 1964, by who is
of 5 &

corporation, for and on benalf of said

§ (State

corporation.

isgi i : T
My commission expires Notary Pubiis

INDIVIDUAL
STATE OF | 3 J
COUNTY OF ¥idland g

The foregoing instrument was acknowledged befcore me tunis Hth day

of Varch , 1964, by J2eree 5, Turner

“dna ¥, Turnesr, his wife, .

g/{ Z/‘/At‘(’zz/ ) 4%@, Elwcod Hisey

My fommission expirest Totary Public /7/9
/ﬁazn& L 17E5




CONSENT AND RATIFICALION
VAGONTIRT UN1T AGRT: Cul
MBRACING LANDS TN EDDY COUNTY, v NEXICO

‘he undersigned, (whether one or more) hereby acknowledge receipt
of a copy of the Unit Agreement for the Davelopment and Operation of the
Wagontire Unit Area embracing lands situated in Iddy County, New Mexioco,
which said Agreement is dated the 24th day of February, 1904, and acknowledge
that they have read the same and are familiar with tue terirs and conditions
thereof. The undergigned alsoc being tlis owners of the 1lmasenold, royaltiy
or other interests in the lands or minerals emdbraced in said Unit Area,
as indicated on the schedule attached to the said Unit Acgreement as
Exhibit "B", do hereby commit all of their said interestis to the Wagontire
Unit Agreement and do hereby consent thereto and vatify all of the terms
and provisions thereof, exactly the same as if the undersigned had exscuted
the original of said Unit Agreement or a counterparti ihereof.

IN WITNESS WIEREOF, this instrument is executed by the undersigned

as of the date set forth in their respective acknowledmnents.
rd
4524222%522;2; -
g 7
e AifZ/SZa(/zzjgf/’%*z

{

'CORPORATE

STATE OF 0
A

COUNTY OF §

The foregoing instrument was acknowledged before me this day
of , 1964, by who is

of . s 8

gorporation, for and on benalf of said

(State)

corporation.

My commission expires: otary Publis

INDIVIDUAL
STATE OF NEW MEXICO b
COUNTY OF CHAVES 8

The foregeing instrument was acknowledged before me this S5th gay

of __March , 1964, by Emmett D. White and Bianche V. white, his wife

Xy commission expires: Yotary Publioc ” 5#5

July 20, 1560




CONSINT AND RATIFICALTION
VIGONDIRD UMIT AGRED: Giid

EMBRACTING LANDS TN EDDY COUNTY, 7V I'EXICG

The undersigned, (whether one or more) hereby ackuowledge receipt
of a copy of the Unit Agreemeni for the Development and Operation of the
Wagontire Unit Area embracing lands situated in Rddy County, New Mexico,
which said Agreement is dated the 24th day of February, 1904, and acknowledge
that they have read the same and are familiar with tue terms and conditions
thereof, The undersigned aleo being the owners of Lhe leasehold, royaily
or other interests in the lands or minerals embraced in said Unit Area,
as indicated on the schedule attached to the said Unit Asreement as
Exhibit "B", do hereby commit all of their said interests to the Wagontire
Unit Agreement and de hereby consent thereto and vatify all of the terms
and provisions thereof, exactly the same as if ihe undersigmed had axecuted
the original of said Unit Agreement or a counterpart’}hereaf.

iN WITNESS WHEREOF, this instrument is exac {ed by- the undersigned
ag of the date set forth in their respective gckégé?ed@ngnﬁg.

! ™

< /)/JIL/\f fo Ny

" \{/L M s

10

‘CORPORATE
STATE OF , 0
; COUNTY OF g
i The foregoing instrument was acknowledged before me this ______ day
of s 1964, by who is
of s &

corporation, for and on benalf of said

(State)

corporation.

My commission expires: Totary Publis

I¥DIVIDUAL
STATE OF L7 MEXICO b
COUNTY OF _iDDY 8

The foregoing instrument was acknowledged befeore me this J3rd day

of liarch , 1964, by falph vix and Frances Nix, his wife.

-7 P R

s

Yy commission expiress Né}g;y Puviic

1-12-68




COUSENT AND RATIFICATION
vAGONTIRS UN1IT AGRY: Cul
EMBRACING LANDS IN EDDY COUNTY, HulW INEXICO

The undersigned, (whether one or more) hereby acknowledge receipt
of a ocopy ¢f tha Unit Agreement for the Development and Opexration of the
Wagontire Unit Area emdbraoing lands situaied in FEddy County, New Mexico,
which said Agreement is dated the 24th day of February, 19G4, and acknowledge

that they have read the same and are familiar with the terms and conditions

thereof. The undersigned alsc being the owners of ths Leasshold, royalty
or other interests in the lands or minerals embraced in said Unit Area,
as indiocated on the mschedule attached to the said Unit Agreement as
Exhivit "B", do hereby commit all of their said interosts to the Vagontire
Unit Agreement and do hereby consent thereto and vatify all of the terms
and provisions tlisrcoef; exactly the same as if the undersigned had executed
the original of said Unit Agresement or a counterpari thsrenf.

IN WITNESS WHEREOF, this instrument is exacuted by the undersigned

as of the date set forth in their respective acknowledgments.

MONSANTO CHEMICAL COMPANY
<5 7 ’ \
‘, @ By Yoot N\ ut/-/(aﬁ—»m

e 14‘ " Attorney-in-Fact

'CORPORATE 15
STATE OF Texas 5
ﬁ COUNTY OF ___Hsrris &
. The fcregoing instrument was acknowledged before me this ¢ ay
of 77?/(4('4@ y 1964, by __ Frank Richardson who is
U
AttorpneyeineFact. of Momsanto Chemical Company &

corporation, for and on bsbalf of said
EStaté)
- ' (, o]
corporation. )/( s g //}/ U
KN LA é_/(,(‘) /f &//(/(«&/)L/
A%

My commission expires: Totary PublAs
June 1, 1965

INDIVIDUAL
STATE OF )
COUNTY OF ‘ 3
The foregoing instrument was acknowledged before me this day
of 4, 1964, by

¥y commission expiress Yotary Public
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WAGONTIRE
4 UNIT AREA

R-23-E

O TRACT NUMBER

UNIT  OUTLINE Eddy County,N.M.

FEDERAL LAND 6,853.53 ACRES 85.10%

STATE LAND 640.00 ACRES 7.95%

EXHIBIT "A"

PATENTED LAND 560.00 ACRES 6.95%
8,053.53 ACRES




EXHIBIT “B"
SCHEDULE SHOWING O'NERSJIP OF ALL LANDS WITHIN
THE UNIT AREA - WAGONTIRE UNIT AREA
EDDY COUNTY, NEW MEXIC

Lease Serial Basic
Tract Yunber Wo. % Expiration Royalty % Lessee of Record Overriding Royalty Working Interest
Wo. Descrivption of Acres Bate Percentage and Percentacse and Percentare and Percentage
FEDERAL LANDS
1. P-23-S, R-23-%, 1660.00 MI-03813-4A UsA Shell 0il Company All Peggy P. Jennings 3% Shell Cil Company  All
( Sec. 10; S5t ’ 3-31-64 123 U. S. Smelting Ref-
Sec. 19; EX ining & Mining .
Sec. 20; m‘m ., S% Company A .
Sec. 213 ’ u«.u.ma‘?w - -
S! amd
Sec. 29; "BNEL, N
Sec. 10; NEL
2. (=23-8, ..lwwl,r‘.a 10.00 Ni~028:2-F UsSA L. C. Harris All Peggy P. Jennings w& L. C. Barris All
Ssc. O3 SEZSER 3-31-54 123% U. €. Smelting Ref-
. : ining & Mining
Cotapany py4 .
3. 7-23-8, R-23-7, 1£35.80 R-041.80 US4 Shell Jil Company All Elk 0il Company HW& Shell 0il Company 411
Sece 73 211 wiwrlca 12%% fverett E. Taylor 15%
Sec. &; ALl U, S. Smelting Ref~
( Sac. 93 W, VESEL, ining & Mining
SELNEZ, NES3IL ) Company 2%
4. T-23~-8, B-23-T, 40,00 nNA1E0-A USA L. C. Harris Al1 Tlk 0il Company 13% L. 2. Harris FAB
Sece. G5 NEZNEZ §5~31-64 125 Everett E. Taylor Hm..\&
U. S. Smelting Ref-
ining % Mining
Company 2%
. 1-23-3, R-23-1, 205,00 W-015071 USA Union Cil Company George D, Riggs 3500 Union 0il Co. of
Sec. 43 Si-Sz T~31-64 1249 of California All per acre out of 3% California All
Sec. 5; All John F. Younger .25% ,




6. T-23-S, R-23-E, 654,56 104-025100 dmb Union 01il Cc. of Neil H. Wills moo Union 0il Co. of
Sec. 03 All 6-30-57 12%% Caiifornia A1 per acre out of 3% - Qalifornia All
George S. Turner. mmﬁ i
7. T-23-3, R-23-%, 320.00 Nii-033649 UsA Joseph E. Seagrams E. D. Vhite 3500 Joseph E. Seagrams
Sec. 43 i 4-30-58 123% & Sons, Inc. All  per acre out of 3% & Sons, Inc. All

Boward W. Jennings 1%

Notet This lease was a portion of the assets

of Texas Pacific Coal & 0il Co., sold to Joseph
E. Seagrams & Sons, Inc. The 0il Payment
reserved and sold in the transaotion is not showm

berein.
€. 1T-23-8, R-23~E, 255.92 X-038769 UsA Jacqueline Anderson 411 None Jaoqueline Anderson All
Sec. 185 lots 1, 2, 8-31~69 1257
3, 4, B}S%
9, T-23-S, P-23-E, 167.45 ¥1-048709 USA Beard 0il Company 411 Kone Beard 0il Company  All
Sec. iS; Lots 1, 2, 9-30-68 1244
BRI
1C., T7-23-§, 2~-23-F, 120,00 M-052735~4 USA Socony Mobil 0il Ralph Nix .15% Socony Mobil 0il All
Sec. 43 LS, 12-31-64 123% Company, Inc. David Miller 1.25% Company, IdNc.
NUASEL
11, I-23-8, B-23-%, R00. SO NM-063736 USA Shell 0il Company All Elk 0il Company 135% Shell 0il Jompany  All
mmo. RS aaw, upw, 5-31-64 123% Everett E. Taylor 1i%
Stk uu,{ug T. S. Smelting Ref-
( ”H@::W. (an 2. & Mining Company 2%

mQJ' va e ».um Hw.w,h.' .”.-
12,T-23-8, R-21-F, 40,00 B-063736~A USA L. C. Harris A1l Elk 0il Company 144 L. C. darris A1l
Sec. 17§ 1Banis 5=31~G4 1234 Everett E. Taylor 134
U. S. Suelting Ref-
% Mining Company 2%

13, 7-23-S, D-23-E, 40.00 M~0221116 USA F. 4. Puhrman
Sec. 21; SEZSEz 1-21-72 12%% Robert 3. Jolt

’

None F. H. Fuhrman mmm
y Robert B. Tolt 3/8

L A0
~
<o Co

5wt Rk Sl e -

e L




40,00 M-0351610 UsA International 0il None International 0il
2-28-73 1247 & Gas Co. - A1l & Gas Co. A1l

14 Tracts, Federal Lands, 6,853,53 Aores, 85.10% of the Unit Area

STATE OF NEW MEXICO LANDS

P

15, T™~23-8, R-23-E 120,00 E=-10172-1 State Monsanto Chemical None Monsanto Chemical
Sec. wsmw ﬁmumﬂ.mwwzww 6-19-66 . 1234 Company _ A1l Company “Al1l
aliry) :

K-2856 State Union 0il Co. of None Union 0il Co. of

11-20~72 1234 California All California A1l

2 Tracts, State ¢f New Mexico Lands, 640.00 acres, ﬂwm& of the Unit Area

PATENTED (FEE) LANDS

17, 2-23-8, R-23-E 160.00 Lease 1 Je Fo Joyce 11 4.899¢ Skelly Cil Co. A1l None Skelly 0il Co. All
Sec. 17} SWoSWH: 9-13-65 Mary Frances _
Sec. 18; NiSzi, SEISE: Merchant 2.2394%
( June Joyce Kugeler 2.237%
Lease 2 Guitar Trust Hstate* 1,562
9=13-66 Estate of C. P.
_ Pardue »781%%
Leass 3 Bruce D. Pardus .391%
9=~13-66 Yaurice D. Pardue 3917

Total 12,5005 = 1/8




.

18, T-23-3, R-23-E 160.00 Leassz 1 Guitar Trust Egtate® 1.5624  Shell 0il Company All None Shell 0il Company  All
Sec. 203 N3N% 1-9-69 :
Lease 2 J. F. Joyce II 4.899%
1-9~69
Lease 3 Estate of C. P. Pardue  .781%
1-9-69 Bruce D. Pardue +391%
Maurice P. Pardue «391%
Lease 4 June Joyce Xugeler 2.231%
1-9-69
’ Lease 5§ Mary Frances Merchant 2.239%
1-9-69
Total 12,500% = 1/6
19. 1-23-8, R-23-E 160.00 Leagaes Basic Royalty ownership and Shell 0il Company A4ll None Shell 0il Company  All
Sec. z1; NESEL, SUSEL, 1,2,3,4,5 percentages same as Tract 18 ;
SE4SW 1-9-69  above.
20. T-23-5, R-23~F 80.00 Leases Basic Royalty ownership and Shell 0il Company &11 None  Shell 0il Company  Al)
Sec. 29; EiLNEX 1,2,3,4,5 percentages same as Tracts 18
1-9=69 and 19 above.
Notet Although the Bagic Ownership of Tracts
18, 19, & 20 is the same, sach tract is
covered by 5 separate leases (total 15)
all expiring 1-9-69,
4 Patonted (Fee) Tracts, 560.00 Acre3, 6.95% of the Unit area.
Recapitulation:
14 Tracts Federal Land 6,853.53 Acres, 85.10% of the Unit Ares.
2 State " 640.00 " 7.,95% n n "o
Im.l " Patented " MmO.OO " m.mvm.& wnoon " "
20 Tracts 8,053.53 Acres 100.00%

* Guitar Trust Estate: By,
Repps B. Guitar and Farl B. Guitar
Individually and as Attorneys-in-fact
for Yirginia Guitar Witherspoon, )
Catherins Guitar Toods, Laura Guitar
Balcier, John Guitar, Jr., Macy Guitar
Polk and Ruth Cuitar Alexcnder.
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Y DUE JOnHISHTIONs

This couse camd on for hueacdng at 8 o'¢look a.m. oa
Mexch 18, 1954, &t cseata Fu, Bow reeiico, ufore (i 01l Congerw
vation wonmisztan of Now Maxlco, hureinastor referred o s tha
rOommisalon.”

ko
¥, on this / g day of taxch, 134, ths Cormiszion, a
quorum baing peesent, Lisving considorsd the togtimony prosanted
and tha cxhibits recedved at satid hearing, and balng fully
adviasd in the promiseas,

FID3s

(1) That duo public notics having been civen ags roguired Ly
law, tha Comrrdssion has jurdisdiction of thia cauze and the subjoct
mattoyr theroof,

{2) That tha applicant, sholl CLl Company, sacks approval
of tho vagontire init Agrcemant covering 8,054 acres, mora OF
loss, of state, Fedoral and Fee lands in Townalhdyp 23 soutl,
Range 23 Zagt, MM, 2ddy Counly, Low MKexico,

(3) 7hat spproval of tha prozcued Wagontira Unit sgroesment
will in principls tend to promoto tha consoxvaticn of il and g&as
and tha prevention of wastia,

(1) 7hat the Wagontizo Unit Agreement i borcby approvaed.

{2) That the plan under which the unit area ghall ba opor-
ated shiall ke exbracad in the form of 3 unit agroumant Zox the
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UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION OF THE
WAGONTIRE UNIT AREA
EDDY COUNTY, NEW MEXICO
NO.

THIS AGREEMENT, entered into as of the 2hth day of February, 1964, by
and between the parties subscribing, ratifying, or consenting hefeto, and herein
referred to as the "parties hereto,”

WITNESSETH:

WHSREAS, the parties hereto are the owners of working, royalty or
other 0il and gas interests in the unit area subject to this agreement; and,

WHEREAS, the Mineral leasing Acot of February 25, 1920, Ll Stat. 37,
as amended, 30 U. S. C. Secs. 181 et seq., authorizes Federal lessees and their
representatives (0 unite with sach other; or jointly or separately with others,
in collectively adopting and operating & cooperative or unit plar of development
or operation of any oil or gas pool, field, or like area, or any part thereof for
the purpose of more properly conserving the natural resources thereof whenever
determined and certified by the Secretary of the Interior to be necessary or

advisable in the public interest; and,

WHEREAS, the Commissioner of Public Lands of the State of New Mexico is

authorized by an Act of the Legislature (S8ec. 7-11-39 N.M. Statutes 1953 Annotated)
to consent to or approve this agreement on behalf of the State of New Mexico, inso-
far as it covers and includes lands and mineral interests of the State of New
Mexico; and,

WHEREAS, the 01l Conservation Commission of the State of New Mexico

is authorized by an Act of the legislature (Article 3, Chepter 65, Volume 9,

Part 2, 1553 Statutes) to approve this agreement and the conservation provisions
hereof; and,

WHEREAS, the parties hereto hold sufficient interests in the Wagontire
Unit Area covering the land hereinafter described to give zeasonably effective
control of operations therein; and,

WHEREAS, it is the purpose of the perties hereto to conserve natural
resources, prevent waste, and secure other benefits obtainable through develop~

went and cperstion of the area subject to this agreement under the terms,



tions and
NOW ,
herein contui:.
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The above-descyived unit arca shall when praceleable be expanded to in-
clude therein any additional tract or tracts regarded as reasonalbiy nccessary

or advisable for the purposes of this agreemcat, ovr shal

Y

he contracted to ex-

clude lands not within any participating arxea whenever such expansion or con-

traction is necessary or advisable to conform with the pu}poscs of this agree-

ment. Such expansiou or contraction shall be effected in the following manner:
(a) Unit Operator, on its own wmotion, or on demand of the Director of

the Geological Survey, hereinafter veferred to as “"Director," or on demand of

the State Land Commissioner, after preliminary concurrence by the Director,
shall prepare a notice of broposcd expansion or contraction describing the con-
templated changes in the boundaries of th2 unlt area, the reasons therefor, and
the proposed effective date thereof, preferably the first day of a month subse-
quent to the date of notice.

(b) Said notice shall be delivered to the Supervisor, the State Lard
Commicstoner and the State Commission and coples thereof mailed to the last
known address of each working interest owner, lessee, and lessor whose
interests are affected, advising that 30 days will be allowed for submlission to
the Unit Operator of any objections,

{c) Upon expiration of the 30~day period provided in the preceding {tem
(b) hercof, Unit Operator shall file with the Supervisor, the State Land Com-
olssloner and the State Commission evidence of mailing of the notice of
expansion or contraction and & copy of any objections thereto which have been

filed with the Unit Operator, together with an application in suificlent number,

for approval of such expansion or contraction and with appropriate loinders.

(d) After due consideration of all pertinent information, the expansion
or contraction shall, upon approval by the Director, the State Land Commissioner
and the State Commission, become effective as of the date prescribed in the
notice thereof,

{e) All legal subdivisions of unitized lands (i.e., 40 acres by Govern-
ment survey or its nearest lot or tract equivalent in instances of irregular
surveys, however, unusually large lots or tracts shall be considered in mul-
tiples of 40 acrés, or the nearest aliquot equivalent thercof, for the purpose of
elimination under this subsectfon), no parts of which are entitled to be in a

participating area within five years after the first day eof the month following




the cffective dave of the fivst initial participating arca ectablished under this
unit agreement, shall be eliminated automatically from this agreement, effective
as of the first day thercafter, and such lands shall no longer be a part of the

unit arca and shali no longer be subject to this a

ment, unless at the expira-
tion of said five-year period diligent drilling operations are in progress on
unitized lands not entitled to participation, in which event all such lands shall
remaln subject hereto for so long as such drilling cperations are continued
diligently, with not more than 90 days time clapsing Letween the completion of

one such well and thé comnancement of the next such well, except that the time
allowed between such wells shall not exnire earlier than 30 davs after the expilrse
tion of any period of time dufiné which driiling opervations ave prevented by a
matter beyond the reasonable control of unit operator as set forth in the section
iwereoi entitled “Unavoidable Delay;" provided that ali legal subdivisions of lands
not in a participating area and not entitled to hecomo partizipating under the -
applicable provisions of this agreement within ten years after ssid first da& of
the month following the effective date of s3id first initial participating sres
shall be eliminated as above specified. ODetermination of eraditanle "Unavoidable
Delay" time shall be made by Unit Operator and subj]ect to approval of thr Rirzstor
and thé State Land Commissioner. The Unit Operator shall, within 90 days after
the effective date of any elimination hereunder, describe the area so eliminated
to the satisfaction of the.Director and the Commissioner and promptly notify all
parties 1in interest,

If conditions warrant extension of the ten-year period specified in this
 sub-section 2 (e), a single extensiorn of mnt £o exceed rwo vears mayv be accor-
plished by consent of the owners of 90 per cent of the current unitized working
interests and &0 per cent of the current unitized basic royalty interests fexclu-
sive of the basic royaity interests of the United States), on a total nonpartici.
pating-acreage basis, respectively, with approval of the Directoyr, and the State
Land Cormissioner provided such extensicn application is submitted to the
Director and to the State Land Commissioner not later than 60 days prior to the
expiration of said ten-year period.

Any expansion of the unit area pursuant to this section which embraces
lands thereto fore oliminatzsd pursuant to this sub-seciion Z (e) shall not be con-

sidered automatic commitment or recommitment of such lands.

-4~
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3. UNITIZED IAND AND UNITIiZED SUBSTANCES. All la=d commiczea ' this
agreement shall constitute land referred to herein as "unjtized land" os "laend
subject to this agreement."™ All oil and gas in any and all formreavions of the
unitized lond are unitized uhder the terms of this agrecment and hercin are

called "unitized substances."”

L. UNIT OPERATOR. Shell 0Oil Company with offices at Midland, Texas, is
hereby designated as Unit Operator and by signature heretu as Unit Operator commits
to this agreement all interests in unitized substances vested In them and agrees
and consents to accept the duties and obligations of Unit Operator for discovery,
development and production of unitized substances as herein provided. Whenever
reference is mede herein to the Unit Operator, such reference means the Unit
Operator acting in that capacity and not as an owner of interest in unitized sub-~
stances, and the term "working interest owner" when used hzrein shall include or
refer to Unit Operator as the owner of a working interest when such an interest
is owned by him.

5. RESIGNATION OR REMOVAL OF UNIT OFERATOR. Unit Operator shall have
the right to resign at any time prior to the establishment of é participaling
area or areas hereunder, but such resignation shall not become effective so as
to release Unit Operator frum the duties and obligations of Unit Operator and
terminate Unit Operator's rights as such for a period of six months after
notice of intention to resign has been served by Unit Operator on all working
interest owners and the Director, the State Land Commissioner and State Com-
mission and until all wells then drilled hereunder are placed in a satisfactory
condition for suspension or abandonment whichever is requied %ty the Supervisor
as to Federal lands and by the State Commission as to State and privately owned
lands unless a new Unit Operator shall have heen selected and gpproved and
shall have taken over and assumed the Juties and otligations of Unit Operator
prior to the expiration of said period.

Unit Operator shall have the right to resign in like manner =nd subject
to like limitations, as above provided, at any time s participstion area esteb-
lished hereunder is in existence, but, in all instances of resignation or removal,
until a successor Unit Operator is selected and approved as hereinafter provided,
the working interest owners shall be jointly responsible for performerce of the
duties of Unit Operator, and shall not later than 30 days bvefore such resignation

of rcmeval becomes effective appoint a comron agent to represent them in any

action to be taken heresunger.



The resignation ol Unit Opevator shall not relcase Unit Unerator from
any li{abflity for any default by it hereunder vccurring prior to the effective date
ol Lts rvesignation,

The Unit Operator may, upcen default or failure in the periecrmance of ifs
duties ov obligations hercunder, be subject to removal by the same percentage
vote of the owners of working interests determined in like manner an hevein
provided for the selection of a new Unit Operator. Such removal shaill be effec-
tive upon notice thereof to the Director and the State Land Commissioner.

The resignation or removal of Unit Operator under this agreement shall
not terminate its right, title, or interest as the owner of & workioy interesat or
other Iinterest im unitized substances, but upon the resignation or renorsl of Unit
Operator becoming effective, such Unit Operator shall deliver posscssion of all
equipment, materials, and appurtenances used in conducting 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 such unew Unit Qperator {5 eiected,
to be used for the purpose of conducting unit operations hereunder. XNothing
herein shall be censtrued as authorizing removal of any material, equipment
and appurtenances needed for the preservation of any wells,

6. SUCCESSOR UNIT OPERATOR, Whenever the Unit Operator shall tender
his or its resignation a&s Unit Operator, or shall be removved as herecinabove
provided, or a change of unit operstor is negotiated by working interest owners,
the cwners of the working interests in the participating area or areas
according to thelr respective acreage interests in such participating area or
areas, or until a participating area shall have been estaeblished, tic owaers of
the working interests according to thelr respective acreage interests in 311-
unitized land, shall by majority vote select a successor Unit Operator; provided
that, if a wajority but less than 55 per cent of the working interests qualified to
vote are owned bty one party to this agreement, a concurring vote of one or more
additional working interest owners shall be required to select a new operator,
Such selection shall not become effective until:

(aj a Unit Operator so selected shall accept in writing the duties and
reséonsibilities of Unit Operator, and

(b) the selection shall have been filed with the Supervisor and approved
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operating agreement shall also provide ¢he msune In which the vorkiug {aterest
awners gshall be entitled to recetve thelr respective proportlonate avd sllecated
share of the henefits zecruing hevrets {u conformiity with thetr mderlyling
operating agreements; leases, or other independent contracts, snd prnch othar
vights and abligations as betweon Unilt Operator =ad the vorking infoivast ouners
88 may be agreed upon by 'nit Querator and the woadkdng intecest wnrie; however,
no auch unit operatling kgraement shall be deewed efther £0 wodily nny of the
terms and conditions of this unit agceement or vo relieve tha Uain Oporator of
any right or obligation established under this unit agreemeat, and in case of
any {nconsistency or conflict between the unit agreement and the unit operating
agreement, this unit agreement shall pravail. Three (3) tirve ceples of any unit
operating agreement executed pursuant to this section ghould b flled with the
Supervisor and one (1) true copy with the State fand Commlssionor, priovr te
approval of this unit agreement by the PRireztnr.

8, RIGHTS AND OBLIGATIONS OF IMIT OPERATOR, Fuaeod as othaevulss

specifically provided herein; the excluaive ~ight, puivile wad doeiy of exer-

ow

ciging any and all rights of the parties haereto which are neceesary nv convenient
for prospecting for, producing, storing, allocating, and <istributing the unitized
substances are hereby delegated to and shall be exercised by the Unit Operator as
herein provided. Acceptable evidence of title to sajd rights shall be deposited

with said Ucit Operator and, terether with this agreement, shall constitute and
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Comigsioner may modify the drilling requicrewments of thls section by granting
':ctnoncble extensions of time when, in their opinion, such sctiuvn is warranted,

Upon fallure to comply with the drilling provisions of this section, the
Dirvector and State Land Cormmissioner may, after reasonable uoctce <o the Unit
Operator, and each working interest owner, lessee, and lessor at their last
kanown addresses, declare this unit agreement terminated.

10, PLAN OFP FURTHER DEVELOPMENT AND OPERATION. Within six months after
completion of a well capable of producing unitized substances in paying quantities,
the Unit Operator shall asubmit for thc approvael of the Supervisuvr and the State
Land Commissioner an acceptabie plan of development and vperation for the unitized
land which, when approved by the Supervisor and the 3iute Land Cormissioner, shall
constitute the further drilling and operating obligaticns of the Unit Operator
under this agreement for the period specified therein, Theveafter, from time
to time before the expiration of eny existiong plan, the Unit Opecrator shall
submit for the approval of the Supervisor and the State Land Commissioner g plan
for an additiénal specified pericd for the development and oneration of the
unitized land. Ary plan submitted puvs:ant to this sectlion shall pruvide for the
exploration of the unitized area and for the diligent drilling necessary for
determination of the area or areas thereof capable of producing unltlzed subatances
in paying quantities in each and 2very productive formation and shall be as
complete and adequate as the Supervisor and the State Land Commissioner may
determine to be necessary for timely development and proper conservation of the
oil and gas resources of the unitized area and shall:

(2) specify the number and location of any wells to be drilled and the
propogsed order and time for guch drilling; and,

(b) to the extent practicable specify the operating practices regarded as
necessary and advisable for the proper conscrvation of natural resources. Sepa-
rate plans may be submitted for ceparate prcductive zones, subject to the
approval of the Supervisor and the State Land Commigslomer. Said plan or plans
shall be modified or supplemented when necessary to mect changed conditions,
or to protect the interests of all parties ic thlisz agreement. Reasonable diligence
shall be exercised in complyihg‘with the obligations of the approved plan of develop-

ment, The Supervisor and State Land Commissioner are authorized to grant a
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rcasonable extension of the six-month perfod heretn preseribed for zubmiasion
of an (nitlal plan of development whare such action ig jusé!fiod becausa of
unusual conditions or circumstances. After completion hereunder of a well capable
of producing any unitized substance in paying quantities, no further wells, except
such as may be necessary to afford protection against operations not under this
agreement or such as may be specifically approved by the Supervisor and the
State Land Commissioner shall be drilled except in accordance with 3 plan of
dcvélopment approved as herein provided,

11. PARTICIPATION AFTER DISCOVERY. 1Upon completion of a wall capable
of producing unitized substances in paying quantities, the Unit Operator shall
within the month of chh completion, {f practicable, or as soon thereaftev as
required by the Supervisor or the State Land Commissioner submit for approval
by the Director anﬁ the State land Cowmigsioner a schedule, based on sub-
divisions of the public land survey vr aliguet parts thereof of all unitized
land then regarded as reasonably proved to be productive of unitized substances
in paying quantities; all lands in said schedule on approval of the Directr
and the State Land Commissicner to constitute a participating area, effective
as of the date of completion of such well or the effective date of the unit
agreement, whichever is later., The acreages of both Federal and non-Federal
lands shall be based upon appropriate computations from the courses and distances
shown on the last approved public land survey as of the effective date of the
initial participating area. Said schedule also shall set forth the percentage of
unitized substances to be allocated as herein provided to each unitized tract in
the participating area so established, and shall govern the allocation of production
from and after the date the particlpating area becomes effective., A separate parti-
cipating area shali be established in like manner for each separate pool or deposit
of unitized substances or for any group thereof produced as a single pool or zone,
and any two or more participating areas so established may be combined into one
with the consent of the owners of all working interests in the lands withia the
participating areas so to be combined, on approval of the Director and the State
Land Commissioner. The participating area or areas so established shall be revised
from time to time, subject £o like approval, whenever such action appears proper
as a result of further drilling operations or otherwise, to include additional

- land then regarded as reasonably proved to be productive in paying quantities,

~1G-~
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or to exclude land then reparded as reasocnably proved not te v predaccive ia

paying quantities and the percentagr of allocatiun shall alsa he vevised accor-
dingly. The effective date of any revision shall be the first of the nonth in
vwhich 1g obtained the knowiedge or information on which sueh revision is predicatod,

justlfied

prbvided, however, that a more appropriate effective date may be uped if
by the Unit Operator and approved by the Director aud the State !and Conmissioner.

icipating area on account of depletion of

re

No land shall be excluded from a par
the unitized substances,

It 13 the intent of this section that a pariicipating aren shall represent
the area known or reasonably estimatcd to be prcductive in paying quantities;
but, regardless of any revisicn of the particlipating avea, neihing hereln contafned
shall be construed 1s requiring any retroactive adjustment for production oh-
tained priox to the effective date of the revision of the participating srea.

in thc absence of agreement at any time between the Unit COperator and
the Director and the State Land Commigsioner as to the pcroper definition or
redefinition of a participating area, or until a participating area has, or areas
hava. been established as provided herein, the portion of a1l payments affected
thereby may be impounded in a manner mutually acceptable to the owners of
working interests, except royalties due the United States énd the State of New
Mexico, which shall be determined by the Supervisor for Federal lands and the
State Land Commissioner for State lands and the State Commission as to
privately owned lands and the amount thereof deposited, as directed by the Super-
visor and the State Laﬁd Commissioner respectively, to be held as unearned
money until a participating area is finally approved and then applied ag earxned
or returned in accordance with a determinarion of the sum due as Federal and
State foyalty on the basis of such approved participating area.

Whenever it 1is determined, subject to the approval of the Supervisor, as
to wells drilled on Federal land and of the State Land Commissloner as to wells
drilléd on State land and the State Commission as to wells om privately owned
lands, that a well drilled under this agreement is not capable of production
in paying quantitizs and inclusion of the land on which {t is situated in a

participating area is unwarranted, picduction from such well shall, for the pur-

poses of settlement among all parties other than working interest owners, be
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allocated to the land ou whiich the well is locaced so lonpg as such laud is not
within a participatiog avea cstablished for the pool or deposit from which such
production is obtained., Settlement for working Jnterest bencfiiy from such a well
shall be wade as provided in the unit operating agrecment.

12, ALLOCATION OF PRODUCTION. All unitized substances produced from
each participating area established under this agreement, except any part thereof
used in conformity with good operating practices within the unitized area for
drilling, operating, camp and other production or development purposes, f{or
repressuring or recycling in accordance with a plan of deveiopmeni approevred by
the Supervisor, and State Land Commissioner and the State Commission, or
unavoidably lost, shall be deemed to be produced equally up an acresse basis
from thé several tracts of unitized land of the participating area established for
such production and, for the purpose of determining any bgnefits accruing under
this agreement, each such tract of unitized land shall have allocated to it such
percentage of said production as the number of acres of auch tract included in
sald participating area bears to the total acres of unitized land in saild partici-
pating area, cxcepr that allocation of production hereunder for purposes other
than for settlement of the royalty, overriding royalty, or payment out of pro-
duction obligations of the respective working interest owners, shall be on the
basis prescribed in the unit operating agreement vhether in cornformity with
the basis of allocation herein set forth or otherwise, It i3 hereby agreed that
production of unitized substances from a participating area shall be allocated
as provided herein repardless of whether any wells are drilled on any particular
part or tract of said participating area. If any gas produced from one partici-
pating ares 1s used for repressuring or recycling purposes in another partici-
pating area, the first gas withdrawn from such last-mentioned participating
area for sale during the life of this sgreement shall be considered to be the gas
so transferred until an amount equal to that transferred shall be so produced
for sale and such éas shall be allocated to the participating area from which
initially produced as constituted at the time of such final production,

13. DEVELOPMENT OR OPERATION OF NON-PARTIGIPATING LAND OR FORMATIONS.
Any party or parties hereto owning or controlling the working interests in any

unitized lard having thereon a regular well location may with the approval of
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the Supervisor as to Federal land, the State Land Commissioner as to State Land,
and the State Commission as to privately owned land, and subjcct to the pro-
visions of the Unit Operating Agreemecnt, at such party's or parties' sole risk,
costs, and expense drill a well at such location on such land to test any forma-
tion for which a participating area has not been established or to test any forma-
tion for which a participating area has been established if such location is not
within said participating area, unless within 90 days of receipt of nctice from

said party of his intention to drill the well the Unit Operator elects and
commences to drill such a well in like manner as other wells are drilled by the

Unit Operator under this agreement.

If any well drilled as aforesaid by a working interest owner results in
production sucb that the land upon which it is situated may properiy be included
in a participating area, such participating area shall be established or enlarged
a8 provided in this agreement and the well shall thereafter be operated by the
Unit Operator in accordance with the terms of this agrcement and the unit opera-
ting agreement,

If any well drilled as aforesald by a working interest owner obtains pro-
duction in quantities insufficient to justify the inclusion in a participating area
of the land upon which such well is situated, such well may be operated and pro-
duced by the party drilling the same subject to the conservation requirements of
this agreement. The royalties in amount or value of production from any such well
shall be paid as specified In the underlying lease and agreements affected.

14. ROYALTY SETTLEMENT. The United States and the State of New Mexico
and sll royalty owners who, under existing contract, are entitled to take in
kind a share of the substances now unitized hereunder produced from any tract,
shall hereafter be entitled to the right to take in kind their share of the unitized
substances allocated to such tract, and Unit QOperator, or in case of the operation
of a well by a working interest owner as herein in special cases provided for,
such working interest owner, shall make deliveries of such royalty share taken
in conformity with the applicable contracts, laws and regulations. Settlement
for royalty interest not taken in kind shall be wmade by working interest owners
responsible therefor under existing contracts, laws and regulations on or before

the last day of each month for unitized substances produced during the preceding



calendar month; provided, however, that nothing hereln contained shall operate
to relleve the lessces of any land from their respective leasc obligations for the
payment of any royalties due under thelr leases.

1f gas obtained from lands net subieet to this agreement i8 introduced

“r
“w;

into any participating area hereunder, for use in repressuring, stimulation of

production, or increasing ultimate recovery, which shall be in conformity with

a plan first approved by the Supervisor, the State Land Commissioner, and the

State Commission, a like amount of gas, asfter sc¢ttlement as herein provided

for any gas transferred from any other participating area and with due allow-

ance 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; provided that such withdrawzl shall be at such

time as may be provided in the plan of operations or as may otherwisc be consented

to by the Supervisor, the State Land Commissioner and the State Commission as

conforming to good petroleum engineering practice; and provided further, that such

right of withdrawal shall terminate on the termination of this unit agreement,
Royalty due the United States shall be computed as provided in the

operating regulations and paid in value or delivered in kind as to all unitized

substances on the basis of the amounts thereof allocated to unitized Federal

land as provided herein at the rates specified in the respective Federal leases,

or at such lower rate or rates as may be authorized by law or regulations;

provided, that for leases on which the royalty rate depends on the daily average

production per well, said average production shall be determined in accordance

were a aingle

with the operating regulations as though each particinating sarez
consolidated lease,

Royalty due on account of State of New Mexico and privately owned lands,
shall be computed and paid as to all unitized substances on the basis of the
amounts allocated to such lands,

15, RENTAL SETTLEMENT. Rental or minimum royalties due on leases
committed hereto shall be paid by w;rking interest owners responsible therefor
under existing contfacte, laws, and regulations, provided that nothing herein
contained shall operate to relieve the lessees of any land from their respective

lease obiigations for the payment of any rental or minimum royalty in lieu thereof

14



i AR

- pald at the rates specified in the respective leases

due under their leases. Rental or minioum royalty for lands of the United States
subject to this agreement shall be paid at the rate specified in the respective
leases {rom the United States unless such rental or minfmum toyalty is waived,
suspended, or reduced by luw or by approval of the Secretary or his duly suthorized

representative,

Rentals on State of New Mexico lands subject to this agreement shall be

With respect to any lease on ron-Federal land containing provisions
vhich would terminate such lezse unless drilling operations were within the
time therein specified commenced upon the land covered thereby or rentals
paid for the privilege of deferring such drilling operations, the rentals required
thereby shall, notwithstanding any other provision of this agreement, be deemed
te accrue and become payable during the term therof as extended by this agree-
ment and thereafter until the required drilling operations are commenced upon the
land covered thereby or some portion of such land i1s included within a partici-
pating area. .

16, CONSERVATION., Operations hereunder and production of unitized
8 ubstances shall be conducted to provide for the most economical and efficient
recovery of said substances without waste, as defined by or pursuant to State or
Federal law or regulation,

i7. DRAINAGE, The Unit Operator shall take appropriate and adequate
meagures to prevent drainage of unitized substances from unitized land by wells
on land not subject to this agreement, or, with prior consent of the Director and
the State Land Commissioner, pursuant to applicable regulations pay a fair and
reasonable compensatory royalty as determined by the Supervisor for Federal
lands or as approved by the State Land Commissioner for New Mexico State lands.

18. LEASES AND CONTRACTS CONFORMED AND EXTENDED, The terms, conditions
and provisions of all leases, subleases and other contracts relating to expior-
ation, drilling, development or operations for oil or gas on lands committed to
this agreement are hereby expressiy modified and amended to the extent necessary to
make the same conform to the provisions hereof, but otherwise to remain in full
force and effect; and the parties hereto hereby consent that the Secretary as to

Federal leases and the State Land Commissioner as to State leases shall and each



. sentative, does hereby catabliish, alter, change oz vevoke the diiil:ap

by his approval hereof, or by the approval hereof by his duly .niio red reopre-
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rental, minimum royalty and royalty requirements of Federal »und caie leases
committed hereto and Liuc vegulations in respect thercio te vord «o o roguireneuts
o the provisions of this agreement and, without limiting the generality of the

foregoing, all leases, sublease¢s, and contracks are particulaciyv modified in

accordance with the {ollowing:
(a) The development and opevation of lands subjest (o 075 i vecwent

under the terms hereof shall be deemed full performavce of all ohiivorions for
development and operation with respect to eachk and evary part or scparately awvned
tract subject to this agreement, repardicss of whether there is cay ¢-wvelopment of
any particular part or tract of the unit arca, neotwithstanding cuviling to the con-
trary in any lease, operating agreement or other contract by and belwcen the parties
hereto, or their respective predecessors in interest, or any of thow.

(b) Drilling and producing operations performed hereunder upon any trdct
of unitized lands wili he accepted and deemed to he performed spon and for the
benefit of each and every iract of unitized lond, and no ieasc shall bhe deemed to
expire by reason of failure to drill or preduce wells situated on the land therein
embraced.

(c) Suspension of drilling or producing operations on all unitized lands
pursuant to direction or consent of the Secretary and the State Land Commissioner
or their duly authorized representative, shall bhe Jdeemed to constitute such
suspension pursuant to such direction or consent as ts each and evacry tract of
unitized land, .

{(d) Each lease, sublease or comntract velating fo the exploration, drill-
ingz, development or operation for oil or gas of lands, other than those of the
United States and State of New Mexico, committad ko this agrecuors, which, by its
terms might expire prior to the termination of this agreement, is hereby extended
beyond any such term so provided therein so that it shall be continued in full
force and effect for and during the term of this agreement,

(e) Any Federal lease for a fixed term of twenty (20) years or any re-
newal thereof or any part of such lease which is made subject to this agreement

shall continue in force beyond the term provided therein until the termination
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hereof. Any other Federal lease committed hereto shall continue in force beyond
the term so provided therein or by law as to the land committed so long as such
lease remains subject heteto, provided that production is had in paying quantities
under this unit agreement prior to the expiration date of the term of such lease,
or in the event actual drilling operations are commenced on unitized land, in
accerdance with the provisions of this agreement, prior to the end of the primary
term of such lease and are heing diligently prosecuted at that time, such lease
shall be extended for two years and so long thereafter as oil or gas is produced
in paying quantiﬁies in accordance with the provisions of the Mineral Leasing

Azt Revision of 1960.

(£f) Each sublease or contract relating to the operation and development
of unitized substances irom lands of the United Statres committed to this agree-
ment, which by its terms would expire prior to the time at which the underlying
lease; as extended by the immediately preceding paragraph, will expire, is hereby
gutendad bevond any such term so provided therein so that it shall be continu;d in
full force and effect for and during the term of the underlying lease as such term
is herein extended. |

(g) Any lease embracing lands of the State of New Mexico which is made
subject to this agreemeni, sliail continue in force heyvond the term provided
therein as to the lands committed hereto until the termination hereof.

(h) The segregation of any Federal lease committed to this agreement is
govefned by the following provision in the fourth paragraph of Sec. 17 (j) of the
Mineral Leasing Act, as amended by the Act of September 2, 1960, (74 Stat. 781-784):
“"Any (Federal) lease heretofore or hereafter committed to any such (unit) plan
embracing lands that are in part within and in part outside of the area covered
by any such plan shall be segregated into separate leases as to the land committed
and the lands not committed as of the effective date of unitization: Provided,
however, that any such lease as to the nonunitized portion shall continue in force
and effect for the term thereof but for not less than two years from the date of
such segregation and so long thereafier as o r gas is produced in paying

quantities.”

-17-



(1) Any lcase embracing lauds of the State of New Mexice having only a

portion of its lands committed hereto, shall be segregated as to the portion
committed and the porticn no! cowmmitted, and the provisions of such Jease shall
apply separately te such segregated portions commencing as of tie ¢ffective date
hereof; provided, however, notwithstanding any of the provisions of this apree-
ment to the contrary, any lease embracing lands of the State of New Moxico having
only a portion of its lands committed hereto shall continue in full force and
effect beyond the term provided therein as to all lands embraced in such iecase,
if oil or gas is discovered and is capable of being produced in paying quantities
from some part of the lands embraced in such lease at the expiration of the
secondary term of such lease; or if, at the expiraticn of the secondary term, the
Lessee or the Unit Operator is then engaged in bona fide drilling ovr rewschking

5 operations on some part of the lands embraced in such lease, the same, as to all

| lands embraced therein, shall remain in full force and effect so long as such
operations are being diligently prosecuted, and if they vesult in the production
of o1l or gas, said lease shall continue in full force and effect as to all the
Jands embraced therein, so long thereafter as oil or gas in paying quantities is
being produced from any portion of said lands.

19, COVENANTS RUN WITH LAND. The covenants hecrein sunail be construed to
be covenants running with the land with respect to the interest of the parties
hereto and their successors in interest until this agreement terminates, and any
grant, transfer or conveyance of interest In land or leases subject hereto shall

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

hereunder by the grantee, transferee oif other successor in interest. No assign-
ment or transfer of auy working interest, royalty or other interest subject hereto
shall be binding upon Unit Operator until the first day of the calendar month
after Unit Operator is furnished with the original, photostatic or certified copy

of the instrument of transfer.

20. EFFECTIVE DATE AND TERM, This agreement shall become effective upon
approval by the Director and the State Land Commissioner or their duly authorized
representatives as of the date of approval by the Director and shall terminate five

(5) years from said effective date unless:

(2) such date of expiration is extended by the Director and the State

Land Commissioner, or

(b) it is reasonably dctermined prior to the expiration of the Vixed

-18-
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in this agreement and {8 not in violation of any applicable Pederal or State law;
provided further that no such alteration or modification shall be effective as to
any land of the State of New Mexico as to the rate of prospecting and developing
in the absence of the specific written approval thereof by the State Land Commia-
sioner and as to the lands of the State of New Mexico or privately ouned lands
subject to this agreement as to the quantity and rate of producticn in the gbhsence
of specific written approval thereof by the State Commission.

Powers in this section vested in the Director shall only te exervcised
after notice to tnit Gperator and opportunity for hearing to be heid not lags than
fifteen (15) days from notice.

22. CONFLICT OF SUPERVISION, ileither the Unit Oprrater nor the wovkiag
1ntere;t cwnere nor e&ny of thew shall ba sublzct Co auy fovfeiture, terwination
or explraticn of any rights hereunder or under any lesasz2e or contracts uubjecé
hereto, or €0 any penalty or liab{iity oa account of deisy or failure in whole
or in part to comply with any applicable provisiorn thereof to cthe extent that tha
Unit Operator; working interest owners or any of them are hindered, delayed ax
prevented from complying therewith by reazson of failure of the Unit Qperater te
obtain in the exercise of due diligence, (e concurrence of proper rvepresentstives
of the United States and proper representztives of the Stete of NHew HMexico in =nd
about any matters or thing concerning which it is required herein that such
concurrence bhe obtsined., The parties hercto, fancluding the State Commission,
agree that all powérs and authority vested in the State Commission in and by any
provisions of this agreément are vested in the State Commission and shail be
exercised by it pursuant to the osrovisions of cthe Llawa ¢ the State of New Mexiwo
and zubject in any case to appeal or judicial review ag may now or hereaftar be
provided by the laws of the State of New Mexico,

23, APPEARANCES. Unit Opsrator shall,. after notice to other parties
affected, have the right to eppear for and on behalf of any and ell ictereste
affected hereby-before the Department of Iateriasy, the Commiwsicner of Public TLends
of the State of New Mexico and zhz New MHexico il Conservation Scomission end fe
appeal from orders issued under the regulations of said Department, the State
Land Commissioner or State Commission or to apply for relicf from any cf said
regulations or in any proceedings relative to operations before the Dopartment of
the Interior, the State Land Comnissioner or State Commisslon or any other legally
constituted authority; provided, however, that any other incerested party shall

also have the right st his own expense to be heard in any such proceeding,
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24, NOTICES, All notices, demands or statements required hereunder
to be given or rendered to the parties hereto shall be deemed fully piven 1f given
in writing and perecnally delivered to the party or sent by postpaid regfstered
wail or certified mall, addressed to such party or parties at thelr respeccive
addresses set forth in connection with the signatures hereto or the rvatification
or congent hereof or to such other address as any such party may have furnished
ian writing to the party sending the notice, demand or statement,

25, NO WAIVER OF CERTAIN RIGHTS., Nothing in this agreement contained
shall be construed as a waiver by any party hereto of the right to assert any
legal or constitutional right or defense as to the validity or fnvalidity of
any law of the state wherein said unitized lands are located, or of the United
States, or regulations fssued thereunder in any way affecting such party, or as
a waiver by any such p;rty of any right beyond his or {ts authority to waive,

26, UNAVOIDABLE DELAY. All obligatiors under this agreement requiring
the Unit Operator to commence orvcontinue drilling or to operate on or produce
unitized eubétances from any of the lands covered by this agreement siall be
suspended while, but only so long as, the Unit Operator despite the exercise of
due care and diligence 1s prevented from complying with such obligaiiona, in whole
or in part, by'Strikes, acts of God, Federal, State or Municipal law or agencies,
unavoidable accidents, uncontrollable delays in transportation, inability to ob-
tain necessary materials in open market, or other matters beyond the reasonable
control of the Unit Operator whether similar to matters herein enumerated or not,

27. NONDISCRIMINATION, In connection with the performance of work under
this agreement, the operator agrees to comply with all of the provisions of
Section 301 (1) to (7) inclusive, of Executive Order 10925 (28 F,R. 6485), which
are hereby incorporated by reference in this agreement,

28. LOSS OF TITLE, In the event title to any tract of unitized land
shall fail and the true owner cannot be induced to join in this uni: agreement,
such tract shall be automatically regarded as not coomitted hereto and there shall
be such readjustment of future costs and benefits as may be required on account
of the loss of such title. In the event of a dispute as o title as to any
royalty, working interest or other interests subject thereto, payment or
delivery on account thereof may be withheld without liability for interest until

the dispute is finally settled; provided, that, as to Federal and State land or




leases, no payments olb lunds due the United States or the State of wew Mexico
should be withheld, but such fuads of the United States shall be deposited as
directed by the Supervisor, and éuch funds of the State of Mew Mexico shall be
deposited as directed by the State Land Comnmissioner, to be held as unearned
money pending final settlement of the title dispute, and thén applied as earned
or returned in accordance with such final settlement,

Ynit Operator as such is relieved from any responsibiiity for any defect
or tailure of any title hereunder.

<9. NON-JOINDER AND SUBéEQUENT JOINDER, 1If the owner of any substantial
interest in a tract within the unit arca fails or refuses to subseribe or consent
to thie agreement, the owner of the working interest in that trarct may withdraw
sald tract from this agreement by written notice to the Director, the State Land

Commissioner, and tne Unit Operator prior to the approval of this agreement by

the Director. Any oii or gas interests in lands within the unit area not
comnitted hereto prior to submission of this agreement for final approval may
thereafter be committed hereto by the owner or owners thereof subscribing or
consenting to this agreement, and, if the interest is a working interest, by

the owner of such interest also subscribing to the unit operating agrecment,

After operations are commanced hercunder, the v subiequent joinder, as
provided in this section, by a working interest owner is subject to such requirements
or approvals, if any, pertaining to such joinder, as may be provided for in the

unit operating agreement, After final approval hcreof, joinder by a non-working
interest owner must be consented to in writing by the working interest owner
committed hercto and responsible for the payment of any benefits that may accrue
hereunder in behalf of such non-working interest, Joinder by any owner of a non-
working interest, at any time, must be accompanied by appropriate joinder by the
owner of the corresponding working Interest in order for the interest to be regarded
as committed hereto., Joinder to the unit agreement by a working interest owner,

at any time, must be accompanied by appropriate joinder to the unit operating
agreement, if more than one committed working interest owner is involved, in order
for the interest to be regarded as commftted to this unit agreement, Except as

may otherwise herein be provided, subsequent joinders to this agreement shall be

effective as of the first day of the month following the filing with the Supervisor,

the State Land Commissioner and the State Commission of duly executed counterparts




_ | _—

of all or any papers necessary to establish effective comritmant of any tract
to this agreement unless objection to such joinder is duly mede within sixty
(60) days by the Director; provided, however, that as to State Lands such cub-

sequent joinder must be approved by the State land Commissioner.

30. COUNTERPARTS. This agreement may te executed in any number of
countterparts, 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 & counter-
part, ratification or consent heretc with the same force and effect as if all such
parties had signed the same document and regardless of whether or not it is
executed by all other parties owning or claiming an interest in the lands within
the above-described unit area.

IN WITNESS WEEREOF, the parties hereto have caused this agreement to

be executed and set opposite their respective names the date of execution.

ATTEST: : SHELL OIL CQMPANY
By
Secretary
Address: P. 0. Box 1509
Date: Midland, Texas 79704
: UNIT OFERATOR AND WORKING INTEREST
: OWNER
|
f ATTEST:
| _ By
{ Secretary
; Address
Date:
ATTEST:
By
Secretary
Address
Date:
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EXHIBIT “B" -
SCHEDULL SYIOWING OWHTXSHIP OF ALL LANDS WITHIN
THE UNIT AREA — WAGONTIRE Cn17 AREA
EDDY COUNTY, NE MEXICO

Lease Serial Basic
Tract Number No. % Zxpiration Royalty & Lessee of Record % Ovyrriding Royalty & Working Interest &
No., Description of Acrec Date Percentase Percentage __Percentage Percentagx

FELERAL LANDS

1, T7-23-S, R-23-E 1€30,00 MM-C2E13~A Usa Shell Cil Company Al Pegsy P. Jennings 3% Shell 0il Co. AL}
Sec. 183 S.ZSER A 3-31-64 1244 U.S. %m:;m Ref~-
Sec. 193 mw ining & Mining
Sec. 20; SiV%, st Company 2%
Sec, 21 am. zwwéwu
SsTE
Seo. 293 WANEE, Nv
Sec. 30; NEX
2. T=-23-5, 2-23-.% 40.00 NI-029813-3 US4 L. 2. Harris A1l  Pogey P Jennings 3% L. C. Harris All
Sec. 9; SEZSTL 3-31-64 125% 7,8, Swelting Ref-
ining & Mining
. Company 2%
3. T=-23-8, E-23-T 1855,60 ME-C4180 US4 Shell Cil Company 411  Eather L. Xelly 1725  Shell 04l Co., ALl
Sec. T3 111 5-31-64 1244 Everett E. Tayler 13%
Sec. 8; bpw U.S. Smelting Ref-
Sec. 9; "B, WEL, ining & Mining
qurimn NELSE: . . Company 24
4. T=23-8, R-23-% 40,00 R~04180-4 USA L. ¢, Barris A1l sther L. Kelly 124 L, ¢. Earris All
Sec., 93 NEilTg 5~-31-64 1255 Zveratt B, Taylor 1477
U. S8, Smelting Ref-
ining % MNining
Company 2
5. T=21-8, 3-23-7 50,0 W01 50T U3A . of gge, 2300 Trion Oil Co. of
Sen. Ay gL Te Y164 1204 A1 ot of 3% Culilornic ALY
Sec 53 ALl Tounger . 257
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0-23-3, F-23-F
Sec. H.w n zqv. %

ww ) MNEL,

17, P-23-5, R-23-E
Seo. 175 SW;S¥W2
Sec. 18; wawmw. SEASER

402,0C

120,00

520.00

160.00

R=0351610
2-28-T3

USA
124%

International 0il
& Gas Co.

None
All

14 Tracts, Federal lands, 6,853,5) Acres, 85.10% of the Unit Area

STATE OF NEW MEXICO LANDS

E-101T72-1 State ¥onsanto Chemical None
6=19-66 1249 Company’ A1l
K-2856 State Union Qil Co. of Nono
11-20-T2 12%% California AL
2 Tracts, State of lew llexico Lands, $40.00 acres, 7.95% of the Unit Area

PATENTED (FEE) LANDS

Lease 1 J. F. Joyce II 4.899¢7 Skelly 0il Co. All None
9-13-66 Mary Frances .
Kerchant 2,239%
June Joyce Xugeler 2.237%
Lease 2 Cuitar Trust Estate* 1,562%
Pardue » 7815
Loase 3 Bruce D. Pardue  .391¢
9-13-66 Maurice D. Pardue uoH%

Total 12,500 = 1/8

International 0il
moaﬁm OO.

Monsanto Chemical
Company

Union 0il Co. of
California

Skelly 0il Co.

A1l

"All

All

All




18. T--23-S, E-23-F

Shell 0il Company All

Shell (0il Company All

Shell 0il Company All

None

Nona

None

Shell 0il Jompany

Shell 0il Company

Shell 0il Company

&.mmﬁu "t " " n
m.mmwm " on " n

the Unit Area.

160.00 Leass Suitar Trust DstateX 1.5624
Sec. 203 MNiN5 1-5~69
lease 2 J. F. Joyce II 4.899%
1-9~69
Lease 3 Estate of C. P, Pardue .781%
1-9~69 Brucy D. Pardue «391%
Maurice P. Pardus »391%
Lease 4 June Joyce Kugeler 2.2371%
1-9-69
: Lease 5 Mary Frances Merchant . 2.239%
1-9-69 _
Total 12.500% = 1/8
19, T-23-S, R=-23-F 160.09 Leazes . Basic Royalty ownership end
Sec. mwwmwwmmwu SWSEL, 1,2,3,4,5 percentages same as Tract 18
SEL 1-9-69 above.
20, T-23-8, R=23-%Z £0.00 Leases Basic Royalty ownership end
Sec. 293 E5NEZ 1,2,3,4,5 percentagss same as Tracts 18
1-9-69 and 19 above.
Note: Although the Basic Ownership of Tracts
18, 19, & 20 is the same, each tract is
covered by 5 separate leases (total 15)
all expiring 1-9-0(9,
4 Patented | Fee) Tracts, 500.00 Acres, 5.95% of the Unit Area.
Recapitulationt
14 Tracts Federal Land 6,853.53 Acres, 85.10% of
2 " State " 640.00 "
4 M Fatented " 560.00 "
20 Tracts 8,0%3.53 Acres  100,00%

* Guitar Trust Estate: By,
Repps B. Guiter and Earl B. Cuitar
Individually and as Attorneys—-in~fact
for Virginia GQuitar Witherspoon,
Catherine Guitar Woods, Laura Cuitar
Belctser, John Cuitar, Jr., lary Guitc:
Polk and Ruth Guitar Als:onder.

A1l

All

A1l




