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Unit Name BACK BASIN UNIT- EXPLORATORY
: Operator  MONSANTO COMPANY
County LEA COUNTY .
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Unit Name BACK BASIN UNIT- EXPLORATORY

Operator
County

MONSANTO COMPANY

LEA COUNTY

JASE NO. 699
ORDER _Nq R-6457
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/z 7 Unit Name BACK BASIN UNIT |
. Operator }_‘ION§ANTQ QOMliAt‘QI’
County LEA COONTY ™™
STATE LEASE  INSTI- | | RATIFLED ACREAGE
TRACT NO. - NO, TUTION SEC, TWP. RGE, SUBSECTION DATE ACRES NOT
S , - RATIFIY L
3 f 1LG-8378 c.s. 29 235 34E NW/4 ' 8-8-80 160.00 - J. C. Wil
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Unit Name BACK BASIN UNIT\
Operator MONSANTO COMPANY ; ‘
County LEX“CO0RTY ™ ™ ‘ ;

RATIFIED ACREAGE

SEC, TWP. RGE, SUBSECTION DATE ACRES NOT :
' RATIFIED LESSEE P

20 238 3%E /4 - 8-8-80 160,00 J. €. Williamson
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GEORGE H. HUNKER, JR.
O'N M. FEDRIC

ROSWELL, NEW MEXICO ggofiL CCNy iy

0il Conservation Division
State of New Mexico

P.0. Box 2088

Santa Fe, New Mexico 87501

Gentlemen:

Survey dated October 22, 1

> If»anything;fﬁrthef is requested,
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--—.-.am.._na..-_mm, 'E

'f 0CT 271989 |
o ea iﬁé EPHONE 622. 2700
A0 2 cionREA CODE 505
! LY ]

‘- s Vo
SANTA 1 E

‘ N
LAW OFFICES OF

UNKER-FEDRIC, P.A,
210 HINKLE BUILDING -
POST OFFICE BOX 1837 : A

October 24, 1980

6998

0. R=
Back Basin Unit
Lea County, New Mexico

Re Case No.

980.

Please contact us, and we

appreciate” your kind assistance.

DMF dd
Encls,
"ModéanEOJCompany
1330 Midland National
3500 West Texas : ‘

Xc:

 Midland, Texas 79701

Mr. J.C. Williamson
~ Midland, Texas 79701

P

Ydhrs very sincerely,

-HUNKER—FEDRIC, P.A.

Cégg;;glxa'har 521&961’-~‘.
Don M. Fedric

Bank Tower
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CERTIF I CATION--DETERMINATION , > 4 Z;,

pursuant to the avthority vested in the Secretary of the Interior,

the act approved February 25, 1920, 41 Stat. 437, as amended, 30 U.S.C.

secs. 131, et seq., and\delggated to the 0il and Gas Supervisors of the

if Geological Survey, | do hereby:

A. Approve the attached agreement for the development and

operation of the Back Basin

Unit Area, State of _~ New Mexico o S .

B. Certify and determine that the unit plan of development i . :

and‘operation‘contemplated in the attached agreement is necessary _ :
and advisab)e in the public interest for the purpose of more i )
properly conserving the natural resources. | w
C. Cgrtify’and determine that the drilifng, préducihg, rental,

minimum royaity,iand royalty requirements of all Federal leases

committed to said agreement are hereby_eStéblished, altered,

changed, or revoked to conform with the terms and conditions BRI

of this agreement.

MUJLL(QQ/L

;,Deputy Conservation Manager, SCR
Unlted States Geological Survey ,

© 9.9 0CT 1980
Dated

© 1420820001~ 18442
Contract Number
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NEW MEXICO STATE LAND OFFICE

CERTIFICATE OF APPROVAL

COMMISSIONER OF PUBLIC LANDS, STATE OF NEW MEXICO

BACK BASIN UNIT
LEA COUNTY, NEW MEXICO

There having been presented to the undersigned Commissioner of Public
Lands of the State of New Mexico for examination, the attached Agreement
for the development and operation of acreage which is described within
the attached Agreement, dated Iuly 17, 1980 ,which said
-Agreement has been executed by parties owning and holding oil and gas .
leases and royalty interests in and under the property described, and upr
on examination of said Agreement, the Commissioner finds:

(a) That such agreement will tend to promote the conservation

‘ of oil and gas and the better utlllzatlon of reservoir
energy in said area.

(b) That under the proposed agreement, the State of New Mexico
will receive its fair share of the recoverable oil or gas
in place under its lands in the area.

- (c) Thaﬁ'each beneficiaty Institution of the State of New

‘Mexico will receive its fair and equitsable ghare:of the
recoverable oil and gas under its- lands within the area.,

(d) That such agreement is in other respects for the best
interests of the.state,'with respect to state lands.

NOW,LHEREFORE by v1rtue of the authorlty -conferred upon me under
‘Sections 19~10-45; 19~10-46, 19-10-47, New Mexico Statutes Annotated,
‘1978 Compilation, I, the underszgned Commigsioner of Public Lands of
the State of New Mexico, do hereby consent to and approve the said Agree~
ment, however, such consent and.approval being limited and restricted to
such lands within the ‘Unit ‘Area, which .are effectively committed to the
Unit Agreement-as of this date, and, further, that leases insofar as the
lands-covered thereby committed to - thts Unit Agreement shall be and the
same are hereby amended ‘ to conform with the terms of such Unit Agreement,
and said leases shall remain in full. force and effect in accordance with
the terms and conditions of said Agreement. This approval is subject to
all of the prov1s1ons and requirements of the aforesaid statutes.

IN WITNESS WHBREOF, th1s Certificate of Approval is executed with segl
aff1xed this 220d, day of September . » 1980

&Q»Q,J (s

"‘COMMISSIONER OF PUB
of the State of New Mexico
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@4 \ © UNIT AGREEMENT

‘ .\..‘Wa-‘ﬁ*""
FOR THE DEVELOPMENT AND OPERATIO!
OF TIE { 0CT 2 71980 ,
) BACK BASIN UHIT AREA Lo T
i LEA COUNTY, NEW MEXICO O¢ti~moﬁqx}jhumsmm

‘ THIS AGREEMENT, entered into as of the _17th day of _ July R
: 1980, by and between the parties subscrlblng, ratifying, or consenting
; hereto and herein referred to as the ''parties hereto,

- WITNESSETH

e

VWHEREAS, the parties hereto are the owners of working, royalty,
or other o0il and gas interests in thkie unit area subgect to this

o agreement; and

WHEREAS, the Mineral Leasing Act of February 25, 1920, 41 Stat.
437, as amended, 30 U.S.C. Secs. 181 et seq. authorizes Federal ,
lessees and their representative to unite w1th each other, or jointly - :
or separately with others, in collectively adopting and operating a ‘

ey 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 resournes thereof whenever determined
and certified by the Secretary cf the Interior to be necessary or

advisable in the public 1nterest and
T

the Commissioner of Public Lands of the State of New
Mexico is.authdrized by an Act of the Legislature (Section 1, Chapter
88, Laws 1943, as amended by Section 1 o% Chapter 176, Laws of 1961)
(Chapter 19, Article 10, Section 45, New Mexico Statutes 1978 Annotated),

to consent to and approve the development or operation of State lands
under agreements made by lessees of State land jointly or severally

with other lessees where such agreements provide for the unit operatlon : .
or development of part of or all of any oil or gas pool, field or BRI

b WHEREAS,

area; ano

- WHEREAS, the Commissioner of Public Lands of the State of New

N A Mexico is authorized by an Act of the Legislature (Section 1, Chapter

= ~ §8. Laws 1943, as amended by Section 1, Chapter 162, Laws of 1951) :
(Chapter 19, Article 10, Section 47, New Mexico Statutes 1978 Annotated)
to amend with the approval of lesqee, evidenced by the lessee's
execution of ‘such agreement or otherwise, any oil and gas lease
embracing State lands so that the length of the term of said lease may
coincide with the term of such agreements for the unit operatior and

development of part or all of any o0il or gas nool field or area; and

WHEREAS, the 0il Conservation D1v1310n of the State of New Mexico -
(hereinafter referred to as the. "Division") is authorized by an Act of

the Legislature (Chapter 72, Laws of 1935 as amended) (Chapter 70,
Article 2, Section 2 et seq., New Mexico Statutes 1978 Annotated) to

approve this agreement and the conservation provisions hereof; and

o WHEREAS, the partles hereto hold sufficient interest in the Unit
Area covering the land herelnafter described to give reasonably e
: L 4y

effective control of operati8ns therein; and

WFEREAS it is the purpose of the parties hereto to conserve
natural resources, prevent waste, and secure other benefits obtainable

'through development and operation of the area subject to this agreement
under the terms, conditions, and .limitations hereln set forth;

, MOW, THEREFORE, in consideration of the premises and the promises
o herein contalned the parties hereto commit to this agreemenf their
'respectlve interest in the below-defined unit area, and agree severally

o among, themselves as follows

- LNABLIFG ACT AND”REGULATIONS . The . Nlneral Lea31n? Act: of
Feburary 25, 1920, as amended, supra, and all valid pertinent regu-
hlatlon 1nc1ud1ng oneratln? ‘and unit- plan repulations, heretofore
issued thereunder ‘or valid, pertinent, and reasonable repulatlons
“hereafter issued thereunder are accepted and made a part of this

1.

R
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L wagroement as to lederal lands, provided such 1e‘gulallon are not

_lnconsistent with the terms of this agreement; and as to non-Federal

lands, the oil and gas operating regulations in effect as of the
effective date hereof governing drilling and producing operations, not
inconsistent with the terms hereof or the laws of the State in which
the non-Federal land is located, are hereby accepted and made a part

of this agreement.

2. UNIT AREA. The following described land is hereby designated
and recognized as constituting the unit area:

Township 23 South, Range 34 East, N.M.P.HM,
Section 17: All
Section 20: Al1l
Section 29: Al1l,

containing 1,920 acres, more or less,
Lea County, New Mexico

Exhlblt "A" attached hereto is a map showing the unlt area and 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 Operator the acreage,

 percentage, and kind of ownérship of oil and gas interests in all land

in the unit area. However, fiothing herein or in said schedule or map
shall be construed as a representatlon by any party hereto as to the
ownershlp ‘of any interest other than such interest or intérests as are

shown in said map or schedule as owned by such party. Exhibits "A'
and "B" shall be revised by the Unit Operator whenever changes in the

-unit area render such revision necessary when requested by the 0il and

Gas Supervxsor ‘hereinafter referred to as 'Supervisor", or when
requested by the Commissioner of Public Lands of the utate of New
Mexico, hereinafter referred to as "Land Commissioner', and not less
than five (5) copies of the revised Exhibits shall be flled with the
Supervisor and one (1) copy thereof shall be filed with the Land
‘Commissioner, and one (1) copy with the New Mexico 0il Conservation
Division, herelnafter referred to as "Division"

The above- descrlbed unit area shall when practicable, be expanded
to include theéerein any additional lands or shall be contracted to
exclude lands whenever such exXpansion or contraction is deemed to be
necessary or advisable to conform with the purposes of this agreement.
Such expansion or contraction shall be effected in the following

manner:

, - (a) Unit Operat01, on its own motion or on demand of the Dlrector
of the Geological Survey, hereinafter referred to as "Director", or on
demand of the Land Commissioner, after prellmlnary concurrence by the
Director, shall prepare a notice of proposed expansion or contraction
describing the contemplated changes in the boundaries of the unit

- area, the reasons therefor, and the proposed effective date thereof,

preferably, the Ilrst day of a month subsequent to the date of notice.

() Sald notlce shall be delivered to ‘the’ uupeerSOI, ‘the Land
.Commissioner and the State Division, and COpleS thereof mailed to "the
last known address of each working-interest owner, 1essee, and lessor
whase interest are affected, adv131ng that thirty (30) days will be
allowed for submission to the Unit ODerator of any objections.

o (c) Upon expiration of the 30-day period prov1ded in the precedlng
ltew (b) hereof Unit- Operator shall file with the Supervisor, the
‘Land Comm1331oner and the State Division, evidence of mulllng the

ice of expansion or contraction and a- copy of any objections

‘thereto which have been filed with the Unit Operator, together with an
'appllcatlon in sufficient number, for approval of such expansion or

contractlon and with approprlate joinders.
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1*not ‘become effective so as to releasc Unit Operator from the dities

(d) Aftér due consideration of all pertinent information, the
expansion or contraction shall, upon approval by the Superv1sor the
Land Commissioner, and State D1v151on become effective as of the date
prescribed in the notice thereof.

(e) Notw1thstand1ng any prior elimination under the Drilling to
Discovery Section, all legal subdivision of lands (i.e., 40 acres by
Government survey or its nearest lot or tract equlvalent in instances
of irregular surveys unusually large lots or tracts shall be considered
in multiples of 40 acres or the nearest aliquot equivalent thereof),
no parts of which are entitled to be in a participating area on or
before the fifth anniversary of the effective date of the first initial
participating area established under this unit agreement, shall be
eliminated automatically from this agreement, effective as of said
fifth anniversary, and such lands shall no longer be a part of the
unit area and shall no longer be sub3ect to this agreement, unless
diligent drilling operations are in progress on unitized lands not
entitled to participation on said fifth anniversary, in which event
all such lands shall remain subject hereto for so long as such drllllng
operations are continued diligently, with not more than 90 days' time
elapsing between the completion of one such well and the commencement

.of the next such well. All-legal subdivisions of lands not entitled

to be in a participating area within 10 years ‘after the effective date

~of the first initial participating area approved under this agreement

shall be automatically eliminated from this agreement as of said tenth
anniversary. All lands proved productive by diligent drilling operations
after the aforesaid five- ~year period shall Zecone participating in the
same manner as during said five- -year period. However, when such
diligent drilling operations cease, all nonparticipating lands shall
be automatically eliminated effective as of the 9lst day thereafter.
The unit operator shall within 90 days after the effective date of any
elimination hereunder, describe the area so eliminated to the satis-
faction of the Superv1sor and the Land Commissioner and promptly
notify all parties in interest.

If the condltlons warrant extension of tbe ten-year period
specified in this subsection 2(e), a single extension of not to exceed
two years may be acconpllshed by consent of the owners of 90% of the
working interest in the current non- participating unitized lands ‘and
the owners of 60% of the basic royaltv interest (exc1u31ve of the
basic royalty interests of the United States) in non-participating
unitized lands-with approval of the Director and Land Commissioner,
providéd such extension application is submitted to the Director and
the Land Commissioner not later than 60 days prior to the expiration
of said ten-year perlod

. Any expan51on of the unit area pursuant to this' section which
embraces ‘lands -theretofore eliminated pursuant to this subsection 2(e)
shall not be considered automatic commitment or recommitment of such

lands.

' 3. UNITIZED LAND AND UNITTZED SUBSTANCES. All land committed
to this agreement shall constitute land referred to herein as '"unitized
land" or "land subject’ to this agreement. All oil and gas in any and
all formations of the unitized land are unitized under the terms of
this agreement and herein are called 'unitized substances

- 4. UNIT OPERATOR.. MONSANTO COMPANY of Mldland Texas,
is hereby de51gnated as Unit Operator and by signature hereto as Unit
Operator agreés and consents to accept the duties and’ obllgatlons of
Unit. Operator for the discovery, develr pment, and- productlon of unitized
s as herein ‘provided. Whene r“reference is made herein ti -
Operator, .such reference means-the Unit Operator'actlno in

the eapac1ty and not as an owner of Jnterest in ‘unitized substances,
~and the term "working- “interest owner' when used shall include or refer

to ‘Unit’ Operator as the owner of a working interest when such an
interest is owned by it.

5. RESTGNATION OR REMOVAL OF UNIT OPERATOR. Unit operator

.shall ‘have” the,rlght to resign at any time prior to ‘the establlshment -

of a partlclpat ng ‘area or area hereunder, “but such re51gnat10

and obllgatlons of Unit Operator and terminate Unit Operator's rlghts
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subject to like limitations as above provided at any time a partici-

‘provided for the selection of a new Unit Operator. Such removal shall

Commissioner. .

" approved by the Land Commissioner.

‘herein provided, the Diredtor and the Land Commissioner, at their

~as such for a period of six (6) months after notice of intention to

resign has been served by Unit Operatox on all working-interest

owners and the Supervisor, the Land Commissioner, and State Division
and until all wells then drilled hereunder are placed in a satisfactory
condition for suspension or abandonment whichever is required by the
Supexrvisor as to Federal lands and the Land Commissioner as to State
lands or the State Division if on Fee lands, unless a new Unit Operator
shall have been selected and approved and shall have taken over and
assumed the duties and obligations of Unit Operator prior to the
expiration of said period.

Unit Operator shall have the right to resign in like manner and

pating area established hereunder is in existence, but, in all instances
of resignation ox removal, until a successor unit operator is selected
and approved as hereinafter provided, the working-interest owners

shall be jointly .responsible for performance of the duties of unit ,’
operator, and shall not later than 30 days before such resignation or E
removal becomes effective appoint a common agent to represent them in '
any action to be taken hereunder.

The resignation of Unit Operator shall not release Unit Operator ;
from any liability for any default by it hereunder occurring prior to

the effective date of its resignation.

The Unit Operator may, upon default or failure in the performance
of its duties or obligations hereunder, be subject to removal by the
same percentage vote of the owners of working interest as herein

be effective upon notice thereof to the Supervisor and the Land

The resignation or removal of Unit Operator under this agreement
shal) not terminate its right, title, or interest as the owner of a
working interest or other interest in unitized substances, but 'upon
the resignation or removal of Unit Operator becoming effective, such
Unit Operator shall deliver possession of all wells, equipment,
materials, and appurtenances used in conducting the unit operations to
the new dulyqualified successor Unit Operator or to the common agent,
if no such new Unit Operator is elected, to be used for the purpose of
conducting unit operations hereunder. Nothing herein shall be construed
as authorizing removal of any material, equipment, and appurtenances
needed for the preservation of any wells.

6. SUCCESSOR> UN'IT,'OPERATOR.", Wnenever the Unit Operator shall
tender his or its resignation as Unit Operator or shall be removed as
hereinabove provided, or a change of Unit Operator is negotiated by
working-interest owners, the owners of the working interest 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, the owners of the working interests:
‘according to their respective acreage interésts in all unitized land,
shall by majority vote select a successor Unit Operator: Provided,
that, if a majority but less than, 75 pér cent of the working interests
qualified to vote are owned by one party to this agreemént, a concurring
vote of one or more additional working interest owvners shall be
uired to ‘select a new operator. Such selections shall not become

‘reag

effective until | 1
. (a) a lnit O;;)g_r_at"o,r so selected shall accept in writing the :
duties and responsibilities of Unit Operator, and ,
(b) the selection shall have been approved by the Supervisor and

If  n_o successor Unit Operator‘ is se_l‘é‘cted and gualified as
election, may declare this unit agreement terminated. _

7. ACCOUNTING ‘PROVISTONS AND UNIT OPERATING AGREEVENT. If the
Unit Operator is not the sole owner of working interests, costs and
expenses incurred by Unit Opérator in conducting unit operations
‘hereunder shall be paid and apporiioned among and borne by the owners

; ;47




* “of worklny interests, all in accordance with the agrecment or agrcements
" entered into by and between the Unit Operator and the owners of working ' '
interest, whether one or more, separately or collectively. Any : - '
agreement or agreements entered into between the workinL interest
owners and the Unit Operator as provided in this section, whether jone
or more, are herein referred to as the "unit operating agreement
Such unit operating agreement shall also provide the manner in whlch
the working-interest owners shall be entitled to receive their respec-
tive proportionate and allocated share of the benefits accruing hereto
in conformity with their underlying operating agreements, leases, or

n other independent contracts, and such other rights and obllgatlons as

b ' between Unit Operator and the working-interest owners as may be agreed

upon by Unit Operator and the working-interest owners; however, no

such unit operating agreement shall be deemed either to modify any of

the terms and conditions of this agreement or to relieve the Unit

Operator of any right or obligation established under this unit

agreement, and in case of any inconsistency or conflict between this -

unit agreement and the unit operating agreement, this unit agreement ‘

shall govern. Three true copies of any unit operating agreement

executed pursuant to this section should be filed -with the Supervisor

and one true copy with the Land Commissioner, prior to approval of

this unit agreement.

8. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Except as otherwise
specificalf& provided herein, the exclusive right, privilege and duty
of exercising any and all rlghts of the parties hereto which are
necessary or convenient for prospecting for, producing, storing,
allocating, and distributing the unitized substances are hereby
delegated to and shall be exercised by the Unit Operator as herein
provided. Acceptable evidence of title to said rights shall be i
deposited with said Unit Operator and, together with this agreement, e
shall constitute and define the rlghts pr1v11eges and obligations of . 2
Unit Operator. Nothlng herein, however, shall be construed to transfer
title to any land or to any lease or operatlng agreement, it being
understood that under this agreement the Unit Operator, in its capacity

as Unit Operator, shall exercise the rights of possession and use
‘vested in the parties hereto only for the purposes herein spe01f19d

it TR TR P s S
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Q. DRILLlNG TO DISCOVERY hlthln six (6) nonthe‘after the
effective date hereof, the Unit Operator shall begin-to drill an
adequate test well at a location approved by the Supervisor, if on - “
Federal land, :or by the Land Commissioner, if on State land, or by the
Division, if on Fee lands, unless on such effective date a well is
being drllled conformably with the terms hereof, and thereafter
continue suc¢h’ drilling diligently until the Morrow formation has been
tested or until at a lesser deptn unitized substances shall be dis-
covered which® can be produced in paying quantities (to-wit: quantities . S
sufficient to repay the costs of drilling, completing and producing P R
operatlons with a reasonable proflt) or the Unit Operator shall, at
any time, establlsh to the satisfaction of the Supervisor if on
Federal land, or the Land Commissioner if on State land, or the
Division if on Fee lands, that further drilling of said well would be
unwarranted or 1mpract1cab1e prov1ded however, that’ Uplt Operator
shall not, in any event, be reduired to drill said well to a depth in v

- excess of 13,600 feet. Until the“dlscovery of ‘a deposit of unitized boat o
’substances capable of being produced in paying quantltles the Unit P .

M‘Operator shall continue drllllng diligently one well at a time,

. allowing not more than six (6) months betwesn the completion of one
well and the beglnnlng of the next well, until a well capable of -
-producing unitized substances in paying quantities is completed to the
satisfaction of sald Supervisor if on Federal land or of the. Land ~

_Comm1531oner lf on SLate land, or the Division if on Fee 1ands oY

' the unitized land is 1ncaoable of

es. in paying’q“antltles in the formetlons x

g in this section’ shall be deemed to limit -

heréof, or as“requlrlng Unlt :
:drllllng during the period" ‘pen 1ng~'uch re31gnat10n feffectlve
in order to comply with the requ1rements of this section. . 1he Super-
‘visor and Land Comm1331oner miay modify the drilling requ1rements of
this: section by’ grantlng reasonable extenelons of time when, in their

”oplnlon, such action is warranted.
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”Superv1sor,.the Land Ci

Upon failure to commence any well provided for in this section
within the time allowed, including any extension of time granted by
the Supervisor and the Land Commirssioner, this agreement will auto-
matically terminate; upon failure to continue drilling diligently any
well commenced hereunder, the Supervisor and the Land Commissicner
may, after 15-days notice to the Unit Operator, declare this unit
agreement terminated.

10. PLAN OF FURTHER DEVELOPMENT AND OPERATION. Within six (6)
months after completion of a well capable of producing unitized
substances in paying quantitites, the Unit Operator shall submit for
the approval of the Supervisor, the Land-Commissioner, and State
Division an acceptable plan of development and operation for the
unitized land which, when approved by the Supervisor, the Land
Commisioner, and State Division, shall constitute the further drilling
and operating obligations of the Unit Operator under this agreement
for the period specified therein. Thereafter from time to time before
the expiration of any existing plan, the Unit Operator shall submit
for the approval of the Supervisor, the Land Commissioner and State
Division a plan for an additional spec1f1ed period for the development
and operatlon of the unltlzed land.

Any plan submitted pursuant to this section shall provide for the
exploration of the unitized area and for the diligent drilling necessary
for determination of the area or areds thereof capable of producing
unitized substances in paying quantities in each and every productive
formation and shall be as complete and adequate as the Supervisor, the
Land Commissioner, and State Division may determine to be necessary
for timely development and proper conservation of the oil and gas
resources of the unitized area and shall: ‘

(a) spe01fy the number and locations of any wells to be drilled -
and the proposed order and time for such drilling; and

(b) to the extent practlcable specify the operatlng practices
regarded as necessary and advisable for proper consérvation of natural
resources. Separate plans may be submltted for separate productive
zones, subject to the approval of the Supervisor, the Land Commissioner,

"and State Division.

Plaus shall be modlfled oxr supplemented when necessary ‘to meet.
changed conditions or to protect the interests.of all parties to this
agreement. Reasonable diligence shall be exer01sed in complying with

‘the obllgatlons of the -approved plan of development The Supervxsor
“and the Land Commissioner are authorized to grant a reasonable éxtension

of the six-month period herein prescribed for submission of an initial
plan of development where such action is justified because of unusual
condltlons ‘or circumstances. - After completlon hereunder of a’ well
capable 0f producing any unitized substance in paying quantltles, no
further wells, except such'as may be necessary to afford protection
against operatlonb not under this agreement and such as may be ;
spec1f1cally approved by the Supervisor, the Land Commissioner, and
State Division, shall be drilled except in accordance with a plan of:
development approved as herein provided. :

11. PARTICIPATION‘AFTER DISCOVERY. Upon completion of a well
capable of producing unitizéd substances in paying quantities or-as

;soon thereafter as required by the Supervisor, the Land Commissioner,

or the State Division, the Unit Operator shall submit- for approval by

-the Supervxsor the Land Commissioner, and State Division a schedule,

based on subdivisions of “the public- land survey or aliquot parts
thereof; of 'all land then regarded as reasonable proved' to be productive
in paying. quantltles all_lands in said schedule on approval of the

' 1lss1oner and State Division to constltute a
part1c1pat1ng ‘area, efféctive as 6f the date of completlon of such
well ox” the effectlve date of this unit agreéement, whichever is later.

‘The acreages: of both Federal and non-Federal lands shall be based upon

appropriate computationg from the courses and distances shown on the

last approved: publle land survey as of the effective date of each
initial participating area. Said schedule shall also set forth ‘the
percentage of unitized substances to be allocated as herein’ prov1ded_

to each tract in the participating-area so establlshed and shall
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' Yfovern the allocation of production commencing with the effective date
"of the participating area. A separate participating area shall be
established for each separate pool or deposit of unitized substances
or for any group thereof which is produced as a single pool or zone,
any any two or more garticipating areas so established may be combined
into one, on approval of the Supervisor, the Land Commissioner, and
the State Division. When production from two or more participating
: / areas, sO established, is subsequently found to be from a common pool
; P or depqsit, said participating areas shall be combined into one,
j g effective as of such appropriate date as may be approved or prescribed
£ by tpe'Sup?rvisor, fhe Land Commissioner, and State Division. The i
o participating area or areas so established shall be revised from time ;
j to time, subject to like approval, to include land then regarded as '
reasongbly proved to be productive in paying quantities or necessary ,
for unit operations, or to exclude land then regarded as reasonably ?
proved not to be productive in paying quantities and the schedule of f
allocation percentages shall be revised accordingly. The effective f
date of any revision shall be the first of the month in which is :
obtained the knowledge or information on which such revision is = .
] predicted, provided, however, that a more appropriate effective date.
" may be used if justified by the Unit Operator and approved by the :
Supervisor, the Land Commissioner, and Division, No land shall be ;
excluded from a participating area on account of depletion of the |
unitized substances, except that any participating area established RN
under the provisions of this unit agreement shall terminate automatically
whenever all completions in the formation on which the participatiiig
area is based are abandoned.

, 1t is. the intent of this section that a participating area shall
represent the- area known or reasonably estimated to be productive in
paying quantities; but regardless of any revision of the participating :
‘area, nothing herein contained shall be construed as requiring any o

. retroactive adjustment for production obtained prior to the effective
~date of the revision of the participating area. | . , 5

- In the absence of apgreement at any time between the Unit Operator o
and the Supervisor, the Land Commissioner, and State Division, as to L
the proper definition or redefinition of a participating area, or P S
until a participating area has, or areas liave, been established as | e
provided herein, the portion of all payments affected thereby shall be - i
impounded in a manner mutually acceptable to the owners of working .
interest and the Supervisor and the Land Commissioner: Royalties due ‘

the United States shall be determined by the Supervisor for Federal |

lands,  the Land Commissioner for the State lands, and the Division for !
the Fee lands, and the amount thereof shall be deposited, as directed |
by the Supervisor and the Land Commissioner, and the Division to be |
held as unéarned money until a participating area is finally approved :

~and then applied as. earned or returned in accordance with a determination |
‘of the sum due as Federal and State royalty on the basis of such 3
approved participating area. :
 Whenever it is determined, subject to the approval of the Supervisor; ;
‘the Land Commissioner, and State Division that a well drilled under Do
this agreement is not capable of production in paying quantities ang R
inclusions of the land on which it is situated in a participating area I R
‘is unwarranted, production from such well shall, for the purposes. of
settlement ‘among all parties other than working interest owners, be
allocated to the land on which the well is located unlés$s stich land is
already within the participating area established for the pool or
deposit. from which such production is’obtained. Settlement for working
interest benefits from such a well shall be made as provided in the
unit operating agreement. , ] o I I
. Determination as to wbether a well completed within the Unit Area . '

_prior to the effective date of this agreement is capable of producirg

“unitized substances: in paying.quantities shall be deferred until an i
initial participating area is established as a result of the compYetion |
of a well for production.in paying quantities in accordance with R

Section 9 hereof. ‘ : , o -

Ly
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"so produced for sale and such gas shall be allocated to the participating -

Division as to Fee Lands, at such party's sole risk, costs and expense,

‘area has been established if such location is not within said partici- |
“‘pating area, unless within 90 days of receipt of notice from said

‘subject to the conservation requiremenits of this agreement. The

royalty owner.who is entitled to take in kind a share of the substances

Determination as to whether a well completed within the unic area

"priox to the effective datc of this agreement is capable of producing,

unitized substances in paying quantities shall be deferred until an
initial participating area is established as the result of the
completion of a well for production in paying quantities in accordance
with Section 9 hereof.

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 unitization area for drilling, operating, camp and other
production or developmeit purposes, for repressuring or recycling in
accordance with a plan of development approved by the Supervisor, Land
Commissioner, and State Division, or unavoidable loss, shall be
deemed to be produced ecqually on an acreage basis from the several
tracts of unitized land of the participating area 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 said production as the number of

* acres of such tract included in said participating area bears to the

total acres of unitized land in said participating area, except that
allocation of production hereunder for purposes other than for settlement
of royalty, overriding royalty, or payment out of production obligations
of the respective working interest owners, 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 participating

“area. If any gas produced from one participating area is used for

repressuring or recycling purposes in another participating 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
area from which initially produced as such area was defined at the
time of such final production. - ,

13. DEVELOPMENT OR. OPERATION OF NON-PARTICIPATING LAND OR FORMATION.
Any party hereto owning or controlling the working interest in any
unitized land having thereon a regular well location may with the
approval of the Supervisor, and the Land Commissioner, and the State

drill a well to test any formation for which a participating area has
not been established or to test any formation for which a participating

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.

" 1f any such well drilled as-aforesaid by a working interest owner
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 operating agreement. ;-‘”‘

- s s BT .
If any well drilled as aforesaid by a working interest owner
obtains production in quantities insufficient to justify the inclusion

.of the land upon which such well is situated in a participating area, P

such ‘well may be operated and produced by the party drilling the same

royalties in amount or valie 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 ‘any State and any

now unitized hereunder shall hereafter be entitled to the right to
take in kind its share of the-unitized substances, and the Unit
Operator, or the working interest owner in case of the operation of a

-

T ! R ’ "'78" : : - “
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Y eeweldl by working interest owner as herein provided for in special

. cases, §hall make deliveries of such royalty share taken in kind in
: “conformity with the applicable contracts, laws, and regulations.
p Settlement for royalty interest not taken in kind shall be made by
working interest owners responsible therefor under existing contracts,
laws, and regulations, or by the Unit Operator, on or before the last
day of each month for unitized substances produced during the preceding
calendar month; provided, however, that nothing herein contained shall
operate to relieve the lessees of any land from their respective lease
obligations for the payment of any royalties due under their leases.

TV Y 1

If gas obtained from lands not subject to this agreement is
introduced into any participating area hereunder, for use in repressuring,
stimulation of production, or increasing ultimate recovery, in conformity
with a plan of operations approved by the Supervisor and the Land
Commissioner, and the Division, a liKe amount of gas, after settlement
as herein provided for any gas transferred from any other participating
area and with appropriate deduction for loss from any cause, may be
withdrawn from the formation into which the gas is introduced, royalty
free as to dry gas, but not as to any products which may be extracted
therefrom; provided that such withdrawal shall be at such time as may
be provided in the approval plan of operations or as may otherwise be
consented to by the Supervisor, the Land Commissioner, and the Division,
as conforming to good petroleum engineering practice; and provided ;
further, that such right of withdrawal shall terminate on the termination |
of this Unit Agreement. N o

R AT N OIS 1 o 5 Y,
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Royalty due the United States shall be computed as provided in {
the operating regulations and paid in value or delivered in kind as to i
all unitized substances on the basis 0f the amounts thereof allocated :
to unitized Federal land as provided herein at the rates specified in o
‘the respective Federal 'leases, or at such lower rate or rates as may :
be authorized by l=zw or regulation; provided, that for leases on which :
the royalty rate depends on the daily average production per well, o
said average production shall be determined in accordance with the N
operating regulations as though each participating area were a single :
consolidated lease. - ‘ ~

LAl

Royalty‘due on account of State lands éhéii be COmpﬁteB‘aﬁd“paid f
“on the basis of all unitized substances allocated to such lands. i

o 15. RENTAL SETTLEMENT. Rental or minirmum royalties due on E
- leases committed herzto 'shall be paid by working interest owners =~ =~ |
responsible therefor under existing.contracts, laws, and regulations,
provided that nothing herein contained shall operate to relieve the
lessees of any land from their respective lease obligatioris for the

payment ‘of any réntal or minimum royalty due under their leases.
Rental or minimum royalty for lands of the United States subject to
this agreement shall be paid at the rate specified in the respective
leases from the United States unless such rental or minimum royalty is
waived, suspended, or reduced by law or by approval of the Secretary
or his duly authorized representative. . ‘

Rentals on State of New Mexico lands subject to this agreement ¥
shall be paid at the rates specified in the respective leases. - o
~ With respect to any lease on non-Federal land containing provisions
. which would terminate such lease unless drilling operations are ;
cormmenced upon the land covered thereby within the time therein’
specified or rentals are paid for the privilege of deferring 'such . o
drilling operations, the-rentals required thereby shall, notwithstanding .
any other provision of this agreement, be deemed to accrue and become AR
pavable during “the term thereof as extended by this agreement and
until the required drilling operatiocns are” commenced upon the 1land
~covered thereby or until some portion of ‘such land is included within

a participating area. v ‘ |
.~ 16. CONSERVATION. Operations hereunder and production of
unitized substances shall be conducted to provide for the most cconomical
and efficient recovery of said substances without Wwaste, as defined by
or pursuant to State or Federal law or regulation.




* 17. DRAINAGE. The Unit Operator shall take such uieasures as the
+ Supervisor “and Land Comm:ssxoncr deems appropriate and adequate-to
‘prevent drainage of unitized substances from unitized land by wells on
land not subject to this agreement.

18. < LEASES AND CONTRACTS CONFORMED AND EXTENDED. The terms,
conditions, provisions of all leases, subleases, and other contracts
relating to exploration drilling, development oxr operation for oil or
gas on lands committed to this agreement are hereby expressly modified

.and amended to the extent necessary to make the same conform to the-
provisions hereof, but otherwise to remain in full force and effect;

and the parties hereto hereby consent that the Secretary, as to
Federal leases and the Land Commissioner, as to State leases, shall
and each by his approval hereof, or by the approval hereof by his duly
authorized representative, does hereby establish, alter, change, or
revoke the drilling, produc1ng, 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 foreg01ng, all leases, subleases, and contracts are particularly

modified in accordance with the follow1ng

{(a) The development and operating of lands subjeclt to this
agreement under the terms thereof shall be deemed full performance of
all obligations for development and operating with respect to each and
every separately owned tract subject to this agreement, regardless of
whether there is any development of any partlcular tract of the unit

‘area.

. (b) Dr1111ng and produ01n° operations performed hereunder upon
any tract of the unitized lands will be accepted and deemed to bé
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
drlll or produce wells situated on the land therein embraced

: lc) usnen31or of drllllng oxr producing operations on all
unltlzed lands pursuant to direction or consent of the Secréetary and
the Land Commissioner, or his duly authorized representative, shall be
deemed to constitute stich suspension pursuant to such dlrectlon or
consent as to each and every tract of unitized land. A suspension of
drilling or producing operations limited to specified lands shall be

‘applicable only to such lands.

(d) Each lease, sublease, or contract relating to the exploratlon
drllllng, development or operatlon 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 terms so- provided

" ‘therein so that it shall be continued in full force and effect for and
 during the term of thlS agreement.

(e) Any Federal lease for a fixed term of twenty ( 0) years or
any renewal thereof or any part of such ledse which i3 made subject to

“this agreement ‘shall continue in force beyond the term prov1ded
. therein until ‘the termination hereof. Any other Federal lease commltted
;hereto shall’ contlnue in force beyond the term so prov1ded therein or
- by law as to the land committed so long as such lease remains subject

hereto, provided that productlon is had in paying quantities under

unlt agreement prior to the expiration date of the term ‘of such
in the event ‘actual drllllng operations ‘are commenced on
din accordance with the provisions of this agreement,
end of the primary term of such lease and ‘are belng ;
, ‘ “ime, such lease shall be extended for
- s0-long thereafter as oil or gas is produced in' paying
n. accordance with the ‘provisions of the Mineral Leasing

(f)‘ Each sublease or contract relatlng to the oneratlon and

nt of unltlzed’substances from lands of the United States
tted to: this’ agreement, which by its terms would expire prior to
ime at whlch the underlylng lease,_as extended by the immediately




h 'PTU‘Odl“L paragrapt, will expire, is hereby extended beyond any such
- texm $0 provided therein so that it shall be continued in full force
and effCC' for and during the term of the underlying lease as such

term is herein extended,

(g) The segregation of any Federal lease committed to this
agrcement is governed by the following provision in the fourth paragraph
of Sec. 17 (j) of the Mineral Leasing Act, as amended by the Act of
Septembex 2, 1960 (74 Stat. 781-784): "Any (Federal) lease heretofore
or hereafter committed to any such (unlt) plan embracing lands that
are in part within anc in part outside of the area covered by any such
plarn shall be segregated into separate leases as to the lands committed -
and the lands not committed as of the effective date of unitization:
Provided however, that any such lease as to the nonunitized portion

. shall continue in force and effect for the term thereof but for not
less than two years from the date of such segregation and S0 long
thereafter as oil or gas is produced in paying quantities.

- (h) In the event the Initial Test Well is commenced prior to the
expiration date of the shortest texm State lease within the Unit Area,
any lease embracing lands of the State of New lMexico which is made

subject to this agreement, shall continue in force beyond the term
provided therein as to the lands committed hereto until the termination

hereof.

(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 committed and the portion not committed, and the terms

. of such-lease shall apply separately to such segregated portions
... commencing as of the effective date hereof; provided, however, not-

" “withstanding any of the provisions of this agreement to the contrary
any lease embracing lands of the State of New Mexico havxng only a
. portion of its lands committed hereto shall continue in full force and

... .effect beyond the term prOV1ded therein as to all lands embraced in

" such lease, if oil or gas is discovered and is capable of being

~produced in paying quant1t1eq from some part of the lands embraced in
such lease: at the expiration of the secondary term of such lease; or
if, at the explratlon of the secondary term, the lessee or the Unit
Onerator is then engaged in bona fide drilling or reworking operations
~.von, 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 operatlons .are -being ‘diligently prosecuted, and if they result
in the production of o0il or gas; said lease shall conhtinue in-full
force and effect as to all o the lands embraced therein, so long
thereafter as o0il or gas in paying quantities is being proouced from

any portlon of said lands.

. (3) > Any lease embracing: lands of the State of New Mex:co whlch
- .is made subJect to this agreement, shall continue in force beyond ‘the
~term prov1ded therein as to. the 1ands committed hereto until the
termination hereof, subject to the provisions of subsection (e) of

‘Section 2 and subsection (i) of this Section 18.

(k) Any lease, other than a Federal lease, having only a portion
of its lands commltted hereto shall be segregated as to the’ portion
committed and the portion hot committed, and the provisions of such

'lease shall apply separately to such segregated portions commencmng as
In the event any such lease provides

of the effective date hereof.
for a lump sum rental paymenrA such payment shall be prorated between
the portions so segregated in proportlon to the acreage of respective

. tracts.

S ‘19.‘ COVENANTS RUN WITH LAND. The covenants herein shall be
fconstrued to be covenants running with the land with respect to the
interest of the partles ‘hereto and their successors in inteérest until
this agreement terminates, and any grant, transfer, or conveyance, or
interest in land or leases subject hereto shall be and hereby is
fjcondltloned upon the assumption of all privileges and obllgatlons }
“hereunder Dby the grantee, transferee, or other successo¥ in interest.
No'| assxgnment or transfer of any worklng 1nterest royalty, or other

_intérest subJect ‘hereto’ shall be binding upon Unit Operatoxr until the
" first day-of the calendar month after Unit Operator is- furnlshed the
“original, photostatic, or certified copy of the 1nstrument of tlansfer.

x
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interest, by the owner of such interest also subscribing to the unit

Joperating agreement. After operations are commenced hereunder, the

right of subsequent joinder, as provided in'this section, by a working
interest owner is subject to such requirements of approvals, if any,
pertaining to such joinder, as may be provided for in the unit operating
agreement. After final approval herecof, joinder by a non-working
interest 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 interest. A
non-working interest may not be committed to this unit unless the
corresponding working interest is committed hereto. Joinder to the

unit agreement by a working interest owner, at any time, must be

~ accompanied by apprcpriate 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 committed 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 Land Commissioner, and
the State Division 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 made within sixty
(60) days by the Supervisor, the Land Commissioner, or the State

‘Division, provided, however, that as to State lands all subsequent

joinders must be approved by the Land Commissioner.

29. 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 counterpart, 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-deseribed unit area.

30. SURRENDER..  Nothing in this agreement shall prohibit the
exercise- by any working-interest owner of the right to surrender
vested in such party by any - lease, sublease, or operating agreement as
to all or any part of the lands covered thereby, provided that each
party who will or might acquire such working interest by such surrender

~ or by forfeiture as hereafter set forth, is bound by the terms of this s
agreement. "

- 1f, as a result of any such surrender, the working interest
rights as to such lands become vested in any party other than the fee

owner of the unitized substances, said party may- forfeit such rights
"and further benefits from operation hereunder as to said land to the
party next in the chain of title who shall be and become the owner of
- such working ‘interest.. ~

If,” as the result of any such surrender or forfeiture, working
interest rights become vested in the fee owner of the unitized substances,
such ovmer may; : -

(L) kﬁccéﬁtfthdée workinginterests rights subject to this agreement
and the unit operating agreement; or

(2) Lease the portion of such land as is ihciuded»in a participatfng
area established hereunder subject to this agreement and the unit :
operating agreement.
~(3) Provide for the independent operation of any part ofksuéh i
1and that are not then included within a participating area established

“hereunder. .

If the fee owner of the unitized-substances does not accept the

working-interest rights subject to this agreement and the unit operating

agreement oY leaSe,’such*landsbgs‘abovefprQVided‘vith;nfsixf(G)‘mbnEhs
after the surrendered or forfeited working-interest rights become. e
vested in the fee ownér, the benefits and obligations of ‘operations
accruing . to‘such lands under this agreement and the unit/operating

"agreement shall be shared by the remaining owners of unitized working

emamen L e  — e
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*winctrests in accordance with their respective working inteérest ownerships,
- - and such owners or wnrking interests shall compensate the fee owner of

unjtized substances in such lands by paying suiis egual te the rentals,
minimum royalties, and royalties applicable to such lands under the

lease in effect when the lands were unitized.

Y

An appropriate accounting and settlement shall be made, for all
benefits accruing to or payments and expenditures made or incurred on
behalf of such surrendered or forfeilted working interest subsequent to
the date of surrender or forfeiture, and payment of any moneys found
to be owing by such an accounting shall be made as between the part1eo
within thirty (30) days. In the event no unit operating agreement is
in existence and a mutually acceptable agreement between the proper

"~ parties thereto cannot be consummated, the Supervisor may prescribe
such reasonable and equ1table agreement as he deems warranted under

the c1rcumatances
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The exercise of any right vested in a working-interest owner to

reassign such working interest to the paxty from whom obtained shall
be subject to the same conditions as sect forth in thlS section in

regard to the exercise of a right to surrender.

e MY R R Y

31. TAXES. The working-interest owners shall render and pay for
their account and the account of the royalfy owners all valid taxes on
oxr measured by the unitized substances in and under or that may be
prodiiced, gathered, and sold from the land subject to this contract
after the effective date of this agreement, or upon the proceeds
derived therefrom. The working-interest owners on each tract shall
and may charge the proper proportlon of said taxes to the’royalty
cwners having interests in sald tract, "and may currently retain and
deduct suificient of the unitized substances or derivative products,
or net proceéeds. thereof from the allocated share of each royalty ownex :
_ to secure reimbursement for the taxes so paid. No such taxes shall be §
 charged to the United States or the State of New Mexico or to any o R A
lessor who has a contract with his lessor who has a contract with his e G

lessee which requires the lessee to pay such taxes.

% 2orm e

- 32. NO PARTNERSPIP . It is expressly agreed .that the relation of
the parties hereto is that of independent contractors and nothing in
this agreement contained, expressed, or implied, not any operatlons
conducted hereunder, shall create oxr be deemed to have created a’ C
partnership or association between the parties hereto or any of_them. :

33,-JCONFLICT’OFHSUPERVISION Neither the Unit Operator nor the
working-interest owners, nor any of them, shall be subject to any
forfeiture, termination, or expiration of any right hereunder or under »
any leases or ‘contracts’ subject hereto, or to any penalty or llablllty o e
on account of delay or failure in whole or in part to comply with any T , e
appllcable provisions thereof to the extent’ that the said Unit Operator
: or the working-interest owners, or any of them, are hindered, delayed,
~’or prevented from complylng therewith by reason of failure of the Unit
’Operator to obtain, in the exercise of due’ diligence, the concurrence
of proper representatives of the United States and proper representatlves
"of the State of Hew Mextico in and about any matters or things concerning
which it is required herein that such concurrence be obtained. The’ :
fpartles ‘hereto, 1nclud1ng the State Division, agree that all powers
and ‘authority vested in the State Division in and by any provisions of
this agreement are. vested in the State Division and shall be exercised
by it pursuant to the provisions of ‘the laws of the State of New
Mexico and subJect in any case to appeal or judicial review as may now
or hereafter be prov1ded by the "laws of the State of Hew Mexico.

34, -SURFACE AND ENVIRONMBNTAL PROTECTIOV’STIPULATIONS Nothing
.‘in this agreement shall modlfy or ' change either the special Federal
‘Lease. stlpulatlé_sirelatlng to surface managment or such spec1a1
g,eFederal Lease Stlpul&thﬂS relatlng to surface and environmental . »
”%protactlon, ‘attached to and made a part of, 0il and Gas Leases coverlng PR

lands w1th1n the Unit Area.




.ot 1N WlTNESSkWHEREOF, the pnrtl
‘to be executed and have set opposi
of execution.

Attest:

—
Secretary

Dgte

Attest: -

~Gecretary

Date . : _

es hereto have caused this apreement
te thelr respective names the date

nynit Operator”
MONSANTO OMPANY

e
ormey-in-Fact

0 Mjdland National Bank Tower
Texas 79701

AMSON

W >
f'J.C. 7illiamson
P, 0. Box 16 ‘

Midland, Texas 79701

CONOCO INC.

By

Attorney-in-Fact
gibraltar Savings Center
‘Midland, Texas 79701

¢
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 day of

*COUNTY OF.

A

STATLE OF TEXAS )
3 ) ss
COUNTY OF MIDLAND J
The foregbing instrument was acknowledged before me this /?’

day of d C(A%
WILLIAMSON, his wife

, 1980, by J.C. WILLIAMSON and LOIS G.

i . M .

¢ .

by

My comm1g31on ‘expires:

Z/’gi?~*8?9

STAlL OF

TEXAS )

COUNTY OF mIﬁEKHQQzéuyakJ)
”he foregOLng instrument was acknowledged before me this ‘c?ézéz“
Qely , 1980, by _ EREDERICHIETZ, .,

AJTORNEY -|N‘¢?Acr o

£

- MONSANTO COMPANY

»

“9‘»' c} -

STATE OF

corporation, for and on behalf of said corporation.

Notér] Pub11c
MARVEL B. NICELY

B Dl
d

)
) ss

D

The foreg01ng 1nstrument was acknowledged before me this

day of

PR
;

7

"My commission expires:

, 1980, by

»

of CO? OCO IuC.,' ‘ o corporation,

for and on béhalf of said corporation.

NStary'Puble
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EXHIBIT "B" TO UNIT AGREEMENT
BACK BASIN UNIT
LEA COUNTY, NEW MEX‘ICO _
Tract Description of Land Serial No. Lessee of Basic Roy. Overriding Royalty Working Inter
No. and No. Acres & Lease Date Record & Percent. Owner & Percentage Owner & Perce
FEDERAL LEASES: ALL IN TOWNSHIP 23 SOUTH, RANGE 34 EAST, N.M.P,M. ‘
1. Sec. 17: 8% 1C 06519 " Conoco Inc. USA Helen M. Kolliker (widow of . | Conoco Inc. -
(320) B 5/1/51 12.57% R.S. Magrude) 1% .
, Ft Worth Nat'l. Bank,
Trustee, Estate of 105519
R.S. Magruder, Trust o
Alfred S. Blaw 00125 %
Charles F. Montgomery .00125 %
Edwin S. Raymond .00125 %
J.C. Thomhill 100125 %
Tom I. Ingram .0021875%
Eugene E. Nearburg .0010937%
Amna A. Reischman .0010938% ,
2. ‘Sec. 17: Ny MM 18304 *J.C. USA  Lumar 0il & Gas 5% 3. Williams
‘ (320) Williamson 12.5% Great Basins Petrol. Co. 5k
‘ ' H & F Investments 1%
= Mark B. McFeeley, Trustee .5%
Lois G. Williamson . 75%
Florence M. Curry ; .25% »
Y 3. sec. 20: All N1 18306 *.C. USA Lunar Oil & Gas | 5% J.C. Williams
i -~ (640) , . Williamson 12.5% Great Basins Petrol. Co. 5% ' ’
g e ’ : H & F Investments 1%
) Mark B. McFeeley, Trustee 5%
Lois G. Williamson .75%
: » Florence M. Curry .25% /
‘4. Sec, 29: EY, SW N 18307 *3.C. USA Linar Oil & Gas. 5% ©J.c. williams
(480) Williamson 12.5% Great Basins Petrol. Co. 5% :

Ratllff Exploration Co. 2¥7, PPI

TOTAL FEDERAL ACREAGE (4 Tracts): 1,760 acres




Serial No.
& Lease Date

T g R

TR ARG G Y B R e e >

EXHIBIT "B" TO UNIT AGREEMEHNT

BACK BASIN UNIT

LEA COUNTY, NEW MEXICO

Lessee of Basic Roy.
& Percent.

Record

Overriding Royalty
Owner & Percentage

Working Interest
Owner & Percentage

INSHIP 23 SOUTH, RANGE 34 EAST, N.M.P. M.

LC 065194 Conoco Inc. USA Conoco Inc. - 100%
5/1/51 12.5% R.S. thruder) 1%
! Ft. Worth Nat'l. Bank,
Trustee, Estate of
R.S. Magrwler, Trust 1059 1A
Alfred S. Blauw .00125 %
F‘ Charles F. Montgomery .00125 %
Edwin S." Raymond .00125 %
, J.G. Thormhill .00125 . %
Tom I. Ingram .0021875%
Eugene E. Nearburg .0010937%
o Amma A. Reischman . 0010938%
T NM 18304 *J.C. UsA Limar 0il & Gas 5% J.C. Williamson - 100%
Lo Williamson 12.5% Great Basins Petrol. Co. 5%
H & F Investments 17
Mark B. McFeeley, Trustee YA
Lois G. Williamson . 75%
t Florence M. Curry .25%
- .NM 18306 *J.C. Usa Iamar 0il & Gas 5% J.C. Williamson - 100%
s Williamson 12.5% Great Basins Petrol. Co. 5% ‘
o H & F Investments 1%
r o - Mark B. McFeeley, Trustee 5%
. Lois G. Williamson 7%
: | Florence M. Curry .25%
- N4°18307 *J.C. UsA Lunar 0il & Gas . 5% J.C. Williamson’ - 100%
R Williamson 12.5% Great Basins Petrol. Co. ., 5% ‘
S : ‘Ratliff Exploration Co. 257, PPT -
‘acts): 1,760 acres

Helen M. Kolliker (widow of

peia ,g—;pu,: AR e
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EXHIBIT "B" TO BACK BASIN UNIT AGREEMENT (continued)

Tract Description of Land Serial No. Lessee of Basic Roy. Overriding Royalty
No. and No. Acres & Lease Date Record . & Percent. Owner & Percentage

Working Int
Owner & Pex

STATE LEASE:

5. Sec. 29: Nwy LG 8378 - J.C. k State N.M. Lois williamson~
(160) 6/1/80 Williamson 12.5% . Max E. Curry

| . | Daroyl R, Curry
Bill Stapler

* Assignment Pending Approval (Great Basins Petroleum Co.-Williamson)
TOTAL -STATE ACREAGE: 160 acres - 8.33% of Unit

TOTAL ‘FEDERAL ACREAGE: 1,760 acres - 91.67% of Unit

TOTAL- UNIT ACREAGE: 1,920 acres

PR O TR L T S e

2

4. 5834,
4. 5834,
1. 66667,
1.6666%

J.C. Williams:




NIT AGREEMENT (continued)

Overriding Royalty

Working Interest

;60;acres = 8.33% of Unit
60 acres = 91.67% of Unit

e 2 g

AT et

Serial No. Lessee of Basic Roy.
Lease Date Record Percent. er & PerCentage Ownet & Percentage

16 8378 J.C. State N.M.  Lois Willamson 4.5834%, J.C. Williamson - 100, |

6/1/80 Williamson 12,57 Max E. Curry 4.58347, ' ] =
‘ Daroyl R. Curry 1.66667%, -

Bill Stapler 1.6666% .
[Qvéig(Great Basins Petroleum‘Co.~Williamsoﬁ) 5
r i N

.,.,‘.:Am.n;gm\-‘gm\\nmf"’ v

S
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CONSENT AND RATLFICACLON
BACK BASTN UNIT ACREFHENT
LEA COUNTY, NEW MEXLCO

The undersigaed, (vhether one or more) hereby acknowledges receipt of a copy of

the Unit Agveement for the Development and Operation of the Back Basin Unit Area

embracing lands situvated din Lea County, New Mexico, which sald agreeancat is dated

the Scventeenth day of July, 1980, and acknowledge Lhat they have read the samz

and are familiax with the terms . and conditions thereof. fFhe wdersigned, also

being the ovners of Lhe lcasehold, royalty, or cother dnterests dn the lands or

minerals embraced in said Unit Area, as indicated on the uclwdvlc attached to said

Unit Agreement as Exhibit "B", do hereby comwit all of their said interests to the
Back Basia Unit Agreement and do hereby consent rherpro and ratify all of the Lerns

and provisions thereof, exactly the same as if the undor.tgned had caxacuted the
original of said Unit Agreement or a counterparxt thereof.
as of the date

IN WITNESS WHEREOY, this instru@ent is ezecuted by the undersigned

set forth in their respective acknowledguents.

TRACT NOS. 2, 3, 4, and 5

Addvress:

COLA PETROLEUM, INC. A//

619 West Texas, Suite 200 ; :

Midland, Texas 79701

‘ . . INDIVIDUAL
STATE OF .. X

COUNTY OF - X k o o
The foregoing 1nqtrument vas acknowledged before me this day of
s 1980 by . : . _ . S
My Conmission Expires: >ﬁ5tary’Pubiic in aad for

> Comnty,

\(Typ¢d name of lotacy)

. CORPORATE - L
STATE OF TEXAS X
>COUNTY OF MIDLAND X
o The foregolng lnsrrum;\t was acknowledged before me thi 25£h 25th. __ aay of
July 1980, by 'T. B, Garber , __who is TR
_President ‘uf_ _Cola Petroleum, Inc.: o __Texas Corporation,
for and'ohjbehalf”ﬁf‘said'COrﬁoration. N

My Comm:sslou prlroe:‘ ) v
‘ ; ~ Notary " Pub]lc in and for

iy S County,

H . : onn o e,
(rypad s m ttx\o Lary ') ‘ AR




CONSENT AND BATTELCATTON
BACK BAS U UNLT ACREEMEN

ll'i\ COUNTY, NI MEXTCO
£ The undersigoned, (vhether one or more) hereby acknowledaes receipt of a copy of
; . the Unit Agreement for the Development and Operation of the Back Basin Unit Aroa '
(mbrm.lng lands situated in Lea County, Mew Mexico, which said agreemzat is Qated !
the Scventcenth day of July, 1980, and acknow]udgc»l'hal; they have read the sams: ’
and are familiar with the terms and conditions thereaf.  The wmdergizacd, aleso O
being the owners of the lcaschold, royalty, or othex interests in the Jands or -
E minexals embraced in said Unit Area, as indicated on the schedale attached to said
r: N Unit -Agreement as Exhibit "B", do hereby commit all of their said interests to the
: Back Basin Unit Agrcement and do herxcby consent thereto and yatify all of the terns
and provisions thereof, exactly the same as if the undersigned had czecuted the
original of said Unit Agreemeat or a counterpart thercof, :
IN WITHESS WHEREOF, this instrument is executed by the undersigned as of the date '
- ‘ N set forth in their respective acknowledgnents. A
&‘_"H . g ’
ST : Address: ,
s . : .
1201 North Big Spring —~e . ( /7 ] : o
Tlorence Curry (Spous% , RIS o
Midland, Texas 79701 i3 .
E ~
wk o ' » ~ INDIVIDUAL ;
Y ' STATE OF TEXAS - X
e ~ COUNTY OF MIDLAND X _ | o
f;{" | IR . ; The;yfoyx‘;ego’?ing instrument was acknowledgéd before me this P s ﬁ’f_—i day of - el P
3 ‘ ; » 1980, by Max Curry and Florence Curry, his wife . . LU
5 _ /4 .0 ) B S ;
S Iiy Commission I-prire’s: —65&4 Zd : éZ == —
45 L Notacy Public in aad ifor ‘
7 R : Coumnty, i . e - : S B
W ' (Lyped nam-’ of Notacy) o T TR T
ke - SR " CORPORATE - S R e
: STATE OF TEXAS ¥
i  COUNTY OF | G : " T e
{T \ The foregoln? Jnstrument was acl\nmﬂedged before ne rhls N Lo day of- R
5 o ___', 1980 by : . ' vho is : A
: o : _of . o _a ' Corporation, |~ . _
? for and on bhehalf of sald Corporaltion. : P ’ b Rt
3 : My Commxssnon prlr(-‘ _ : ’ . T R
g : . Notary l’ubl ic in and for -
S - ‘ : . : County, _ O
l,‘ » <
(fy:)u(l Wame oF Woraeyy T T




CONZENT AND RATTELCATTON
BACK BASIN UNTT ACREEMENT
LEA COuxey, hE MHEXLCO

The undersigned, (vhether oune or wore) hereby acknowledges receipt

i the Unit Agreement. for the Developmznt and Opurntinh-of the Back

f
<

enbracing lauds sitoeated in Lea County, Hew Mexico, which said agr

the Scventeenth day of July, 1980, and acknowledge that thay have

and are fariliar with the terms and conditions thercof. The under

‘being the owners of the lcasechold, royalty, or other interests in
indicated on the gchedule

aild

minerals embraced in said Unit Area,- as
Unit Agreement as Exhibit "M do hereby commit all of their s
Back Basin Unit Agreement and do hereby consent thereto and ratify
and provisions’thgreof; exactly the same as if the undersigned had
original of said Unit Aéreemgnt or a counterpart thereof.

IN WITNESS WHEREOF,

set forth in their respective acknowledguents.

N
i .

this dustrument is executed by the undersigned

: TRACT NOS. 2, 3, 4, and

Address: -

sasin Unit Area

‘FLORIDA EXPLORATION COMPAVY

of a copy of
censnt s dated
read the samn
sigzned, also

the lands orx
attached to said
interests to the

all of the ternms

exacuted ther

-
a1

as of the

dato

5

Suite 900 By:
Vaughn Building CTitlEE
Midland, Texas 79701 ATTEST

. INDIVIDUAL
X
X

STATE OF

‘COUNTY OF

, 1980, by

Asst. Secretany

The fore301ng 1nstrument vas acknowledged before me thls

My Cermmission Expires:’

Commty,

Notary Public in and for

Lfyped ‘nama OL Motacy)

CORPORATE

TEXAS X

X

STATE OF

COUNTY oF vMIDLAND

o July s 1980, bx_,_dlun“RLJ¢UJJams _
President .”-”_ELQBIDA~_XBL_EAILQN.CQMRAHX_“ﬁ ..... -

for and on hehnlf of said Corporation.

M C/mmiséioh ixpires:
Y , i

» Notfey Pub]LL in and f
6-4-84 County, Texas ;

\

Joyce L. Bolding

The foreg01ng 1nqtrument was acknow]edged before me Lhis L

25
vho is

.w.Iexas Corporatlon,

Midland

pupREE———

(Typ;d e of Wotiry)”




CONSENT AND RATIFICATION
BACK BASIN UNIT AGREEMENT
LEA COUNTY, NEW MEXICO

The undersigned (whether one or more), hereby acknowledges receipt of a copy of
the Unit Agreement for the Development and Operation of the Back Basin Unit Area
embracing lands situated in Lea County, New Mexico, which said agreement is dated
the Seventeenth dey of July, 1980, and acknowledge that they have read the same
and are familiar with the terms and conditione tliereof. The undersigned, also
being the ownere of the leasehold, royalty, of other interests in the lands or
minerals embraced in saild Unit Area, as indicated on the schedule attached to said
Unit Agreement as Exhibit "B", do hereby commit all of their said interests to the
Back Basin Unit Agreement and do hereby consent thereto and ratify all of the terms
and provisions thereof, exactly the same as if the undersigned had 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 respective acknowledgments.

TRACT NOS. 2, 3, 4 and 5

Address: - E LANDIS DRILLING COMPANY
Box 3579 ‘ By:%é 2" o
; ’ : L President
Midland, Texas 79702 &z;é;/ié;éZéé%;mwuh
, . , ATTEST: y
v Secretary

“INDIVIDUAL

STATE OF X

" COUNTY OF X

_ The foregoing instrument was acknowledged before me this day
of » 1980, by .

My Commission Expires: ’ ;
' : Notary Public in and for

County,

(Typed name of Notary)
CORPORATE

STATE OF TEXAS X

’ 'COUNTY OF MIDLAND X

The foregoing instrument was acknowledged before me- thlS ggzlz day

Cof , 1980, by Feed L aald_ o ' ., who 1is ,;“

besldent of .
f*TExA}; » Corporation, for and on’ b1 .

'gMy CO§misFion Expires.

Il 3o - 70 Midland County, Texas

e i i

PV

i




¥ RATIFICATION OF AGREEMENTS ENTITLED
"UNIT AGREEMENT'" AND "UNIT OPERATING AGREEMENT"
BACK BASIN UNIT
LEA COUNTY, NEW MEXICO

KNOW ALL MEN BY THESE PRESENTS, THAT:

WHEREAS, each of the undersigned owners of a royalty interest or
interests. hereby acknowledges receipt of a true and correct copy of
that certain Agreement dated July 17, 1980, entitled '"Unit Agreement,
Back Basin Unit, Lea County, New Mexico', which said Agreement is =
hereinafter referred to as the Unit Agreement; and

WHEREAS, each of the undersigned owners of a working interest or
interests hereby acknowledges receipt of a true and correct copy of
said Unit Agreement, and a true and correct copy of that certain
Agreement dated July 17, 1980, entitled "Unit Operating Agreement, Back
Basin Unit, Lea County, New Mexico", which said Agreement is hereinafter
referred to as the Unit Operating Agreement; and

WHEREAS, Exhibits "A'" and "B", attached to and made a part of said
Unit Agreement, identify the separately owned tracts which may become a
part of the Back Basin Unit Area as initially constituted, depending
upon whether such tracts qualify for inclusion therein as provided in

said Agreement; and 3

WHEREAS, each of the undersigned represents that it is a Royalty

Owner or Working Interest Owner, or both, as defined in said Unit
Agreement, in one or more of the tracts identified by said exhibits; and

WHEREAS, each undersigned Royalty Owner, being familiar with the
contents thereof, desires to ratify and confirm said Unit Agreenent,
and each undersigned Working Interest Owner, being familiar with the
contents thereof, desires to ratify and confirm said Unit Agreement

and said Unit Operating Agreement.

- NOW, THEREFORE, each of the undersigned who is' the owner of a
royalty interest or interests only does hereby ratify and confirm said
‘Unit Agreement, and each of the undersigned who is the owner of.a
working interest or interests only or the owner of both a working
interest or interests and royalty interest or interests, does hereby
ratify and confirm said Unit Agreement and said Unit Operating Agreement,
each owner with respect to all of its interests in all of the separately
owned tracts identified by said exhibits, thereby becoming a party
thereto. . ' :

IN WITNESS WHEREOF, each of the undersigned parties has executed
this instrument on the date set forth below opposite its signature.

 Attes e m[( | LUNMR\OIL & A
T N S Y§§\ ( .

By

——

Date.

STATE OF __TEXAS

)
R L ) ss
COUNTY OF _ MIDLAND )

iﬁStfument was aCRﬁ)wle ed before me thiS"égii;day

he foresoing
G rship/ for

OIL & GAS, a partne
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: Date’ ghﬂgg

" STATE OF CALIFORNIA )

of UGustT =,
. - 'behalf

: RATIFICATION OF AGREEMENTS ENTITLED
MUNIT AGREEMENT" AND "UNIT OPERATING AGREEMENT"
BACK BASIN UNIT
LEA COUNTY, NEW MEXICO

~ KNOW ALL MEN BY THESE PRESENTS, THAT:

WHEREAS, each of the undersigned owners of a royalty interest or
interests hereby acknowledges receipt of a true and correct copy of
that certain Agreement dated July 17, 1980, entitled "Unit Agreement,
Back Basin Unit, Lea County, New Mexico', which said Agreement is
hereinafter referred to as the Unit Agreement; and

WHEREAS, cach of the undersigned owners of a working interest or
interests hereby acknowledges receipt of a true and correct copy of
said Unit Agreement, and a true and correct copy of that certain
Agreement dated July 17, 1980, entitled "Unit Operating Agreement, Back
Basin Unit, Lea County, New Mexico'', which said Agreement is hereinafter
referred to as the Unit Operating Agreement; and

WHEREAS, Exhibits '"A" and '"B'", attached to and made a part of said
Unit Agreement, identify the separately owned tracts which may become a
part of the Back Basin Unit Area as initially constituted, depending
upon whether such tracts qualify for inclusion therein as provided in
said Agreement; and

WHEREAS, each of the undersigned represents that it is a Royalty
Owner or Working Interest Owner, Or both, as defined in said Unit
Agreement, in one or more of the tracts identified by said exhi?its; and

'~ WHEREAS, each undersigned Royalty Owner, being familiar with the
contents thereof, desires to ratify and confirm said Unit Agreement,
and each undersigned Working Intérest Owner, being familiar with the
contents thereof, desires to ratify and confirm said Unit Agreement
and said Unit Operating Agreement.

NOW, THEREFORE, each of the undersigned who is the owner of a
royalty interest or interests only does hereby ratify and confirm said
Unit Agreement, and each of the undersigned who is the owner cf a
working interest or interests only or the owner of both a working
interest or interests and royalty interest or interests, does hereby
ratify and confirm-said Unit Agreement and said Unit Operafing Agreecment,
each owner with respect to all of its interests in all of the separately
owned tracts identified by said exhibits, thereby becoming a party
thereto. : ‘

IN WITNESSWHEREOF, each of the urndersigned parties hasg executed
this in rumentj;g te set forth below opposite its signature.

Attes GREAT BASINS PETROLEUM CO.

L4 S . J' - h
N by B A e

resident.

/

COUNTY OF LOS ANGELES )

he“fotegoiﬁ%égnStfument was acknowl dged before me‘thiﬁ (W~ da
UG - 1980, by ;(h&bﬁgfojslﬁ_QQSIﬂaﬁ : Neesdend

"PETROL " CO., a corporation, for and on

of said corporation.
. \ ‘ ‘_,» .
otidry Public"

£ GRE

My commission expires: ' : | i

Y44 PN HATS 2 MR L DRI T ST T A RIS TN

s " OFFICIAL SEAL

- o). S.MANUS

‘NOTARY -PUBLIC-CALIFORNIA

“T 2 PRINCIPAL OFFICE IN
LOS ANGELES COUNTY

My Ccrmission Expires Dec, 17, 1982
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——7
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STATE OF NEW MEXICO | g
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undersigned parties has executed
its signature.

of the ,
h below opposite

H&F INVESTMENTS

by CZ o . Pl =
E— 7 =

ed before me this Zg"“ day

of

fa»;fTHéffdrégOin instrument w3s acknowled
- Duaus .~f:,.,,fi980. by _ FE X2 .
= " O for and on behalf of said

STMENTS, a yartnership.

‘f*pa:tnérs ip.

e

JM?~¢ommf§§ibh‘éxpires:
_ 9=)2-0

—

et e AR M i




RATIFICATION OF AGREEMENTS ENTITLED
""UNIT AGREEMENT'" AND "UNIT OPERATING AGREEMENT"

BACK BASIN UNIT
LEA COUNTY, NEW MEXICO

KNOW ALL MEN BY THESE PRESENTS, THAT:

WHEREAS, each of the undersigned owners of a royalty interest or
interests hereby acknowledges receipt of a true and correct copy of
that certain Agreement dated July 17, 1980, entitled "Unit Agreement,
Back Basin Unit, Lea County, New Mex1co", which said Agreement is
hereinafter referred to as the Unit Agreement; and

WHEREAS, each of the undersigned owners of a working interest or
interests hereby acknowledges receipt of a true and correct copy of
said Uniit Agreement, and a true and correct copy of that certain
Agreement dated July 17, 1980, entltled "Unit Operating Agreement Back
Basin .Unit, Lea County, New Mexxco , which said Agreement is herelnafter i
referred to as the Unit Operating Agreement; and ;

- WHEREAS, Exhibits "A" and "B" attached to and made a part of said
Unit Agreement, identify the separately owned tracts which may become a
part of the Back Basin Unit Area as initially constituted, dependlng
upon whether such tracts qualify for inclusion therein as provided in
said Agreement; and

WHEREAS, each of the undersigned represents that it is a Royalty

Owner or Worklng Interest Owner, or both, as defined in said Unit
Agreement, in one or more of the tracts identified by said exhibits; and

'WHEREAS each undersigned Royalty Owner, being familiar with the

contents thereof, desires to ratify and confirm said Unit Agreement,
and each under81gned Working Interest Owner, being familiar with the
contents thereof, desires to ratify and confirm said Unit Agreement

and sald Unit Operating Agreement.

NOW, THEREFORE each of the under81gned who is the owner of a
royalty 1nterest or interests only does hereby ratify and confirm said
Unit Agreement and each of the undersigned who is the owner of a
working interest or interests only or the owner of both a working
interest or interests and royalty interest or interests, does hereby
ratify and confirm said Unit Agreement and said Unit Operating Agreement,
‘each owner with respect to all of its interests in all of the separately
owned tracts identified by said exhibits, thereby becoming a party
thereto.

e

EELV

' IN WITNESS WHEREOF, each of the undersigned parties has executed
this instrument on the date set forth below opp051te its signature.

i

Date
" STATE OF ____ TEXAS )
: b SS -
COUNTY OF MIDLAND y

The foregoxng 1nstrument was acknowledged before me this ‘ngﬁ/day
of August -’ 980, by DAROYL R. CURRY. . .

;;;_ L Notary Publlc
y commjssion expires: B -




”My.éézmiésiOn,egﬁirés:
—5
{:

' RATIFICATION OF AGREEMENTS ENTITLED

"UNIT AGREEMENT' AND "UNIT OPERATING AGREEMENT"
BACK BASIN UNIT
LEA COUNTY, NEW MEXICO

KNOW ALL MEN BY THESE PRESENTS, THAT:

WHEREAS, each of the undersigned owners of a royalty interest or
interests hereby acknowledges receipt of a true and correct copy of
that certain Agreement dated July 17, 1980, entitled "Unit Agreement,
Back Basin Unit, Lea County, New Mexico', which said Agreement is
hereinafter referred to as the Unit Agreement; and

WHEREAS, each of the undersigned owners of a working interest or
interests hereby acknowledges receipt of a true and correct copy of
said Unit Agreement, and a true and correct copy of that certain
Agreement dated July 17, 1980, entitled "Unit Operating Agreement, Back
Basin Unit, Lea County, New Mexico', which said Agreement is hereinafter
referred to as the Unit Operating Agreemént; and

WHEREAS, Exhibits "A" and "B", attached to and made a part of saild
Unit Agreement, identify the separately owned tracts which may become a
part of the Back Basin Unit Area as jnitially constituted,’ depending
upon whether such tracts qualify for inclusion therein as provided in

said Agrxeement; and

WHEREAS, each of the undérsigned'répresents_that it is a Royalty

Owner or Working Interest Owner, or both, as defined in said Unit
Agreement, in one or more of the tracts identified by said exhibits; and

WHEREAS, each undersigned Royalty Owner, being familiar with the
contents thereof, desires to ratify and confirm said Unit Agreement,
and each undersigned Working Interest Owner, being familiar with the
contents thereof, desires to ratify and confirm said Unit Agreement
and said Unit Operating Agreement. '

_\NﬁW}yTHEREFORE;“éaéH of‘thefundersignéd who is the owner of a

royalty interest or interests only does hereby ratify and confirm said

Unit Agreement, and each of the undersigned who is the owner of a
working interest or interests only or the owner of both a working
interest or interests and royalty interest or interests, does hereby
ratify and confirm said Unit Agreement and said Unit Operating Agreement,
each owner with respect to all of its interests in all of the separately
owned tracts identified by said exhibits, thereby becoming a party

thereto.

~ IN WITNESS WHEREOF, each of the updersigned parties has executed
this instrument on the date set for elow oppgsite ifs signature.

)
) ss
)

STATE OF -~ TEXAS

COUNTY OF MIDLAND

T e'foregdin% instrument was acknowledged before me’thisvé%f9’day
of - , 1980, by MAX E. CURRY and FLORENCE CURRY, his.w e. :

D lihetbo

' o ) : Notary Public

Ad -

L




. - RATIFICATION OF AGREEMENTS ENTITLED

"UNIT AGREEMENT" AND "UNIT OPERATING AGREEMENT"

BACK BASIN UNIT '
LEA COUNTY, NEW MEXICO

KNOW ALL MEN BY THESE PRESENTS, THAT:

WHEREAS, each of the undersigned owners of a royalty interest ‘or

interests hereby acknowledges receipt of a true and correct copy of
that certain Agreement dated July 17, 1980, entitled "Unit Agreement,

Back Basin Unit, Lea County, New Mexico', which said Agreement is

hereinafter referred to as the Unit Agreement; and

WHEREAS, each of the undersigned owners of a working interest or

interests hereby acknowledges receipt cf a true and correct copy of

said Unit Agreement, and a true and correct copy of that certain
Agreement dated July 17, 1980, entitled "Unit Operating Agreement, Back
Basin Unit, Lea County, New Mexico", which said Agreement is hereinafter

referred to as the Unit Operating Agreement; and :

WHEREAS, Exhibits "A" and '"B", attached to and made a part of said
Unit Agreement, identify the separately owried tracts which .may become a
part of the Back Basin Unit Area as initjially constituted, depending

‘upon whether such tracts qualify for inclusion therein as provided in

said Agreement; and
'WHEREAS, each of the‘UﬁderSigne&‘represents that it is a Royalty

Owner or Working Interest Owner, or both, as defined in said Unit
Agreement, in one or more of the tracts identified by said exhibits; and

~ WHEREAS, each undersigned Royalty Owner, being familiar with the
contents thereof, desires to ratify and confirm said Unit Agreement,
and each undersigned Working Interest Owner, being familiar with-the
contents thereof, desires to ratify and confirm said Unit Agreement

and said Unit Operating Agreement.

. NOW, THEREFORE, each of the undersigned who is the owner of a
royalty interest or interests only does hereby ratify and confirm said
Unit Agreement, and each of the‘underéfgned who is the owner of a
working interest or interests only or the owner of both a working
interest or interests and royalty interest or interests, does hereby
ratify and confirm said Unit Agreement and said Unit Operating Agreement,
each owner with respect to all of its interests in all of the separately
ovned tracts identified by said exhibits, thereby becoming a party

thereto.

IN WITNESS WHEREOF, each of the undersigned parties has executed
this instrument on the date set forth below opposite its signature.

p

Date f-/2 =47

R :’-/
g

STATE OF  TEXAS~ - g
e ’ £s
COUNTY OF /gt ca’ ) |
o ,Tﬁe:fqrégoin instrument was acknowledged before me this / ‘ay
of _.August ., f980, by __BILL STAPLER. — LZZA
'%(iw_ ) ’ 5 'AQQZ'LZ{2u51¢:y~
L : lgtary Public ; ,

4/

'.N§'Csﬁﬁi35ib# xpires:
AL ’42?F

R W T e A

i
!
i
!
}
{
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‘ RATIFICATION OF AGREEMENTS ENTITLED |
v "UNIT AGREEMENT' AND "UNIT OPERATING AGREEMENT' : ,
BACK BASIN UNIT ‘ |
LEA COUNTY, NEW MEXICO

KNOW ALL MEN BY THESE PRESENTS, THAT:

WHEREAS, each of the undersigned owners of a royalty interest or
interests hereby acknowledges receipt of a true and correct copy of

5 ' | that certain Agreement dated July 17, 1980, entitled "Unit Agreement,
" Back Basin Unit, Lea County, New Mexico'", which said Agreement is
hereinafter referred to as the Unit Agreement; and

WHEREAS, each of the undersigned owners of a working interest or
interests hereby acknowledges receipt of a true and correct copy of
salid Unit Agreement, and a true and correct copy of that certain
Agreement dated July 17, 1980, entitled "Unit Operating Agreement, Back
Basin Unit, Lea County, New Mexico', which said Agreement is hereinafter
referred to as the Unit Operating Agreement; and

WHEREAS, Exhibits "A" and "B'", attached to and made a part of said
Unit Agreement, identify the separately owned tracts which may become a
part of the Back Basin Unit Area as initially constituted, depending
upon whether such tracts qualify for inclusion therein as provided in
said Agreement; and

WHEREAS, each of the undersigned represents that it is a Royalty _
Owner or Working Interest Owner, or both, as defined in said Unit A : .
Agreement, in one or more of the tracts identified by said exhibits; and e

WHEREAS, each undersigned Royalty Owner, being familiar with the :
contents thereof, desires to ratify and confirm said Unit Agreement, |
and each undersigned Working Interest Owner, being familiar with the ST
contents thereof, desires to ratify and confirm said Unit Agreement : ‘
and said Unit Operating Agreement. ' i

- NOW, THEREFORE, each of the undersigned who is the owner of a
royalty interest or interests only does hereby ratify and confirm said
Unit Agreement, and each of the undersigned who is the owner of a
working interest or interests only or the owner of both a working S
interest or interests and royalty interest or interests, does hereby el
ratify and confirm said Unit Agreement and said Unit Operating Agreément, Cral
each owner with respect to all of its interests in all of the separately
owned tracts identified by said exhibits, thereby becoming a party
thereto. ‘ ,

IN WITNESS WHEREOF, each of the undersigned parties

; v as executed
this instrument on the date set forth below opposite itg :

ighature.

. McFEELEXY, Trustee An Bankruptcy

A " gy /for American Fuels Cofporation
Date /X(/C/zﬂ | e ~ ,

STATE OF NEW MEXICO

§§

A

,,COUNTY OF SANTA FE

of 1980, by MARK B. McFEELEY, Trustee in Bankruptcy for
Americafh Fuels Corporation, for and on’ behalf of said bankrupt >

The foregoiﬁ§‘ih3trument was acknowledged before me this )Lééf’day
Muyvat” ‘

A

Vepthco A a@g_{),@) |

oté&ry Public .




ol RATIFICATION OF AGREEMENTS ENTITLED |
"UNIT AGREEMENT'" AND "UNIT OPERATING AGREEMENT'

BACK BASIN UNIT
- LEA COUNTY, NEW MEXICO

KNOW ALL MEN BY THESE PRESENTS, THAT:

WHEREAS, each of the undersigned owners of a royalty interest or
interests liereby acknowledges receipt of a true and correct copy of
that certain Agreement dated July 17, 1980, entitled ''Unit Agreement,
Back Basin Unit, Lea County, New Mexico'", which said Agreement is
hereinafter referred to as the Unit Agreement; and

WHEREAS, each of the undersigned owners of a working interest or
~interests hereby acknowledges receipt of a true and correct copy of
said Unit Agreement, and a true and correct copy of that certain’
Agreement dated July 17, 1980, entitled "Unit Operating Agreement, Back
Basin Unit, Lea County, New Mexico", which said Agreement is hereinafter
referred to as the Unit Operating Agreement; and

WHEREAS, Exhibits "A'" and "B", attached to and made a part of said
Unit Agreement, identify the separately owned tracts which may become a
. part of the Back Basin Unit Area as initially constituted, depending
upon whether -such tracts qualify for inclusion therein as provided in
said Agreement; and

WHEREAS, each of the undersigned répresents that it is a Royalty
Owner or Working Interest Owner, or both, as defined in said Unit
Agreement, in one or more of the tracts identified by said exhibits; and

'WHEREAS, each undersigned Royalty Owner, being familiar with the
contents thereof, desires to ratify and confirm said Unit Agreement, ,
‘and each undersigned Working Interest Owner, being familiar with the ' .
contents thereof, desires to ratify and confirm said Unit Agreement o T RS
and said Unit Operating Agreement. ’ E :

. NOW, "THEREFORE, each of the undersigned who is the owner of a .
royalty interest or interests only does hereby ratify and confirm said
Unit Agreement, :and edch of the undersigned who is the owner of a
working interest or interests only or the owner of both a working
interest or interests and royalty interest or interests, does hereby RUEE TN SR E
ratify and confirm said Unit Agreement and said Unit Operating Agreement, B -
each owner . with respect to all of .its interests in all of the separately - T L
owned tracts identified by said exhibits, thereby becoming a party

‘thereto. o , o ,,'7\Q

e 'IN WITNESS WHEREOF, each of the undersigned parties has executed
“this instrument on the date set forth below opposite its sighature.

'By___af 3% QZ/JL/WW

pate_R\ 180 J i -+ _10IS G. WILLIAMSON
'STATE' OF __TEXAS g o
COUNTY OF _MIDLAND ) .

Nl

PO The foregoiné'instrumeht‘wés acknowledged before me"fhis’EEEFJn,day
- of _August , 1980, by"LOIS G. WILLIAMSON, Wife of J.C. Williamson.

‘Notary Public

O

;u*‘“$1 ;)§$ 55\

| My commission expires:
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RATIFICATION OF AGREEMENTS ENTITLED
"UNIT AGREEMENT" AND "UNIT OPERATING AGREEMENT"

BACK BASIN UNIT
'LEA COUNTY, NEW MEXICO

KNOW ALL MER BY THESE PRESENTS, THAT:

WHEREAS, each of the undersigned owners of a royalty interest or
interests hereby acknowledges receipt of a true and correct copy of
that certain Agreement dated July 17, 1980, entitled "Unit Agreement,
Back Basin Unit, Lea County, New Mexico', which said Agreement is
hereinafter referred to as the Unit Agreement; and

WHEREAS, each of the undersigned owners of a working interest or
interests hereby acknowledges receipt of a true and correct copy of
said Unit Agreement, and a true and correct copy of that’ certain
Agreement dated July 17, 1980, entitled '"Unit Operating Agreement, Back
Basin Unit, Lea County, New Mexico', which said Agreement is hereinafter
referred .to as the Unit Operating Agreement; and

b ,
WHEREAS, Exhibits "A" and "B", attached to and made a part of said
Unit Agreement, identify the separately owned tracts which may become :a
~part of the Back Basin Unit Area as initially constituted, depending
uponn whether such tracts qualify for inclusion therein as provided in

said Agreement; ‘and

; WHEREAS, each of the undersigned represents that it is a Royalty
Owner or Working Interest Owner, or both, as defined in said Unit
Agreement, in one or more of the tracts identified by said exhibits; and

WHEREAS, each undersigned Royalty Owner, being familiar with the
contents thereof, desires to ratify and confirm said Unit Agreement,
and each undersigned Working Interest Owner, being familiar with the
contents thereof, desires to ratify and confirm said Unit Agreement
and said Unit Operating Agreement.

- NOW, THEREFORE, each of the undersigned who is the owner of a
royalty interest or interests only does hereby ratify and confirm said
Unit Agreement, and each of the undersigned who is the owner of a
working interest or interests only or the owner of both a working
interest or interests and royalty interest or interests, does hereby
ratify and confirm said Unit Agreement and said Unit Operating Agreement,
each owner with respect to all of its interests in all of the separately
owned tracts identified by said exhibits, thereby becoming a party
thereto. ‘

,:;INfWiTNESS WHEREOF, each of the undersigned parties has executed
;hié'ihstrument on the date set forth below opposite its signature.

‘ »_Q#Aétestmv U)z«‘.@umﬁb | RATLIFF EXPLORA}I‘):’EN)‘ COMPANY
, Date ¢ £E coemye A :
STATE OF JULDUonA ; -
L ‘ - ss | :
COUNTY OF STEPHENS ) o )

« The ,{fqregoiﬁ%"!""_'l_,_;xifs'tftnnent was acknowledged ‘before me this 3%  day
CAoeysr o, 1980, by - o0 L), CATLIED .

of EXPLORATION COMPANY, a Qctdrened corporation, for and on -
‘behalf '0f~said corporation. : - a

e vy

Notary Public
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- ' Unit Name BACK BASIN UNIT- EXPLORATORY
b ' Operator  MONSANTO COMPANY

County LEA_COUNTY

DATE OCC CASE NO. 6995 T EFFECIIVE  TOTAL — | N — SEGR
_APPRQVED OCC_ORDER NQR-6457 DATE ACREAGE - _STATE FEDERAL INDIAN-FEE CLA
: L,Cbxinniﬁgibner - Commi ssion
9-22-80 | - 9-10-80 .,

1,920.00 160,00 | 1,760.00 - -0~

 UNIT AREA

TOWNSHIP 23 SOUTH,RANGE 34 EAST, NMPM
Section17: ALl - . :
“Section 20: - All . » | o : ) }
‘Section 29:  ALL . »

o
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Unit Name BACK BASIN UNIT- EXPLORATORY

Operator
County

N

e+ o et £ e TR 5 2 R B IR T By T T AT, AR s R T B TS L e

MONSANTO COMPANY

_LEA GOUNTY

e B RS N R L g A LT Tt Gy

EFFECTIVE

TOTAT
ACREAGE

sTATEV

FEDERAL -

o

INDIAN-FEE

SEGRECATION
CLAUSE _

TERM.

_DATE

1,920.00

160,00

1,760.00

-0-

Yes

5ym

e
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2 STATE LEASE

Unit Name
Operator

_ County

INSTI~

BACK BASIN UNIT

MONSANTO COMPANY

LEN~EOONTY "

- . TRACT NO. NO,

SEC.

~TUTION RGE,

SUBSECTION

RATIFIED
DATE ACRES

ACREAGE

NOT
RATIFIE

I s LG-8376

p
L)
L
; i ;
p SRS .
: g
e S
i
: .
4
T
I
. b .
. .

R

- R

¢.s. 29 238 34E

Nw/4

8-8-80 160.00 -
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Unit Name BACK BASIN UNIT
‘Operator HONSANIO COMPANY
County LENEOONTY

A AN T

NSTI- ; | RATIFIED ACREAGE | .
UTION SEC. TWP., RGE. ~ SUBSECTION DATE ACRES NOT ‘
- : - RATIFIED LESSEE

c.s. 29 238 34E T Nw/h 8-8-80 160.00 J. €. Williamson
po ' " .
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STATE OF NEW MEXICO

ENERGY anD MINERALS DEPARTMENT

OIL CONSERVATION DIVISION
BRUCE KING
GOVEANOR

LARRY KEHOE s ‘ ;
- SECRETARY September 12, 1980

Re: CASE NO. 4998

POST OFFICE BOX 2068
STATE LAND OFFICE BUILDING
SANTA FE, NEW MEXICO 87501

(505) 827-2434

Mr. Don F,B_dtic . ORDER NO. R=6457
Hunker-fFedric

‘Attofneysﬂat Law ; .

post Office Box 1837 : applicant:

Roswell, New Mexico 88201.

Monganto Company

pear Sir:

Enclosed herewith are two copies of the above-referenced

pivision order recently entered in the subject case.:

Jpr/fd
- copy of order also sent to:
‘Hobbs OCD__ X _
Artesia OCD X

e ——————

Aztec 0CD .

other_ 3

AT (o AN

S




- SYATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
OIL CONSERVATION DIVISION

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

CASE NO. 6998
Order No. R-6457

APPLICATION OF MONSANTO COMPANY

FOR APPROVAL OF THE BACK BASIN
NIT AGREEMENT, LEA COUNTY,

EW MEXICO.

ORDER OF THE DIVISION

8Y THE DIVISION’

, Thia cause came on for hearing st 9 a.m. on August 20, 1980,'
at Santa fe, New Mexico, before Examiner Richard L. Stamets.

~ NOW, on this_10th day of September, 1980, the Division
Director, having considered the teatimony, the record, and the
roeo?mondatione of the Examiner, and being fully advised in the
pram ses,

FINDSt

: (1) That due public notice having bsen given as required
by law, the Division has Juriadiction of this causs and the
aubJoct mattor thereof.

(2) That the applioant, Monsanto Company, seeks approvel
of the Baek Basin Unit Agresoment covering 1,920 acres, more or
less, of Steto and cheral lnndn doaoribad 88 followst

LEA COUNTY NEW: MEXICO
TONNSHIP 23 SOUTH, RANGE 34 EAST, NMPM
Section 17: ALl
Section 20: All
s.ation 29t All

(3) Ihat all plans of davelopment and operstion and craationa
ile xpunoiunc, or contractions of partivipating areas or expansions ’
kr contractions of the unit area, should be subnittad to the
Director of the Division for approval, :

B
A
B
3
iy
&
o N
S
B
7

%
A




N : 2- |
: . ase No. 6998
Dzrder No. R~6457

(4) -Yhat approval of the proposed unit agreement should
romote the prevention of waste and tho protection of correlative
ighta within the unit area,

" IT IS THEREFORE ORDERED: ;

i
£
i .E (1) That the Back Baain Unit Agreement is hereby approved.

(2) That the plan contained in said unit agresment for the
dcvelopment and operation of the unit area is hereby approved in
rinciple as a proper conservation measurej provided,:-however, ;
hat notwithstanding an{ of the provieions contained in said unit
greement, this approval shall not bes considered as waiving or
relinquiehing, in any manner, any right, duty, or obligation

hich is now, or may hereafter be, vested in the Division to
upervise and control operations for the exploration and develop-
ent of any lands committed to the unit and produetion of oil oy
as therefrom. .

{3) That the unit operataor shall file with the Division an
xecuted original or executed gounterpart of ths unit agreement
ithin 30 days after the effective date thersof; that in the
vent of subsequent joinder by any party or expansion or contrac- ; -
ion of the unit area, the unit operator shall file with the i Ty
ivision within 30 days thersafter counterparts of ths unit . ; - i
qreemant reflecting the subscription of those 1ntoreata havina
JoANGd o FatiTied,

2

Coae vA"
U 58
o G ey

f 3
7 e

(6) That all plans of development and operation, ‘all unit
participating areae and expansions and contractions thereof, and
11 expansions or contractions of the unit erea, shall be sub-
itted {o the Director of the 011 Conservation Division foar
pprovu .

Y

(5) that this ordar shall become affoctiva upon the approval
f said unit agreement by the Commissioner of Public Lands for :
he State of New Mexico and the Director of the United States
sological Survey; that this order shall terminsts ipso facto
‘Upon the termination of said unit agreement; and that the last
nit operetor shal)l notify the Division 1mmediatoly in writing
f such toruination.

o (6) That Juriadlction of this cause is. rotninad for tha
Lntry of such further orders as the Division may deem necaaoary.

AR

ANy gl b 4 %



L3,

erder

above
H A A

base No, 6998

No. R-6457

designated.

/30 D,

STATE OF NEW MEXICO
L CONSERYV

Director

DONE at Santa Fe, Nevw Mexico, on the day and year

DIVISION

horqin-




" Rt IBox193-B . |

Santa Fe, New Mexico 87501 -

\

Phonc (545) 455-7409 =
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 For thé‘Applicaﬂt:’

s :}h,gw’_.»u;;:»S.'Ans‘,i.".':h':’..Lf TR

Page

STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
0IL CONSERVATION DIVISION
STATE LAND 'OFFICE BLDG.
SANTA FE, MEW MEXICO
20 August 1980

EXAMINER HEARING

IN THE MATTER OF:

Apptication of Monsanto Comipany for )
a unit agreement, Lea County, New )
Mexico. ' }

)]

Pk ahataha bkl

BEFORE: Richard L. Stamets
TRANSCRIPT OF HEARING _ :
APPEARANCES

For the 0il Conservation Ernest L. Padilla, Esq.
pivision: ;

State Tand Office Bldg. .. . .

santa Fe, New Mexico 87501

pon M. Fedric, Esd.
HUNKER, FPEDRIC P. H..

"P. O, BOX 1837

Roswell, New Mexico 88201

Legal Courisel to the Division

i ;
3

et SR P A
{ .
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SALLY W. BOYD, CSR-.

Re: T Box 193
NewMed

v Maico-
509 6557409

Santa Fe,

Phone (

J. C. WILLIAMSON

cross E

camination DY

pirect Examinatidn by M. Fedric

MY . gtamets




3

page ———

MR. GTAMETS ¢ call next Caseé 6998
MR. pADILLAB? Application of Monsanto

Lea Ccounty: New MexicO:

Mr. gxaminer

_this case?

N

 be-sworn5'p1éase.

(@itness gworn.!

Ceathena

o i T
' Mmumwmwuwv

<}

J. Cs waLIAMSON
q been duly

a witness and havin

ollows, ro-witi

DIRECT EXPMINATION

and you

.

sy MR. FEDRIC
o State.yoﬁr nare; yoﬁr‘océupatibn,
5ddres§,'§lea§e. ﬁ | ; .
A 5. c. williansons SéS‘Miﬁlaﬁd Na£i§nai>
Bankv.Midland,;mexas,and‘l‘m é;géolpgiSQ: |
i 11ianson: nave YoU a??eérgdibefore”

MY«



¢ Page 4
o~ |
P 1. i A, Yes,
{ 2 R () " And have you qualified as a geologist? B R
3 A Yes,
a4 Q You're appearing on kehalf of Monsanto

Company, is that correct?
A Yes,
0. ’ Monsanto has an application to form the

Back Basin Unit in Lea County, New Mexico. This is a unit

area covering three sections, 17, 20, and 29, of Township 23

South, Range 34 East, Lea County, is that correct?

A - Yes.

0. . Would you look at what is

Rt. { Box 193-B
Santa Fe, New Mexico 87501
Phone (S05) 455-7409

- Exhibit A? Tell the Examiner what Exhibit A is, please.

SALLY W. BOYD, C.S.R.

a « Well, it's ‘a report of the areavby the
Curry Eﬁgine‘egiﬁr’rg‘by which they recommend that this acreage

be kpuf:" into a unit so it could be developed as a whole,

ST Y s LI e 4 Seatan 1 i erTr i Shrme e £ i by bt e St bt 1 pare st e e e

0. okay, there are four exhibits to Exhibit

A, structure maps on the Devonian, the Morrow, the Bone

Springs, and an east and west cross section of various forma-

tions and the wells in the area, is ‘this correﬁc‘;t?

A ' Yes,

o A LA NS 303 R i 1

P 0 | Is this supportive evidence for the re-

“port by Curry Engineering?

]

o e A R B I A NG I

"Q.. ’ . And did you assist Curry Engineering in "

B o S o RS R N L . s
b «‘-’*“’“;‘31’;Q%ﬂ«\iw-"fﬁs‘\w"#--aI.‘r‘.u,s',‘;-w Bt e o b
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Page 5
preparing the report?
A | Yes,
0. Okay; is it thg recommenda;ion of the

report that the unit area, which is called the Back Basin
Area, that be put tégethép_as a‘unit‘type prospect and for
unit devel)qpmé’r‘\t? |
o ves.
o Okay. One of the first exhibits is an
outline of the uﬁit afea;and it'showsvthe unit area, This
>ié;Exhi5it A, It éﬁOWS?in dark red the'érdposed unit area,

s S
& that corrocet?

1=

B ‘Yes,

0 . This particular exhibit also shows fhe
cher units in the particular part of Lea County, is that
’¢6¥réct? |

A ‘4 | fes,

0. N Okay. The leases that are in the pro-

- posed Back Basin Unit are TFederal leases except for the

w3

ﬁorthwest.dtafter>bf"Sébtién 29, ié that correct? -

i

n A Yes, s

0. . And the northwest quarter of 29 is the

s

J\onl& State acreage which would be .in thé‘prgposed,Uhit.

A Yes.

- o Okay, Where is the initial test well in-

O i £ A S € B A

AR kS e i, Al 9w e




PSRRI U

'SALLY W. BOYD, CSR.

- Ru1Box 193-B .
* “Santal Fe, New. Mexiso 87501

Phone (505) 4557409

12

13

141
16
18

17
‘18

18

21

26

"ptéSéntly-16Cated in Section 29 ‘that's planned to be re-

&
Y

~'prd‘d,\ii:ft‘"1'61"1:‘f_rom that well?

I3

.  Yes.
 9 éna that ﬁxpratiOn unitvﬁhen would in-
clﬁde*éhe'State‘aéreage_whiph.is in thg‘northeast"quarter -
~excuse Me, noffhwest quartér =
» Yes.
g | e of gection 29,
A i'Yés, si£,

Page,_,_._._.__,____@________.

A, in Section 20.

Q. And to what depth?

A po test the MOXYOowW, which would be around
£rom 13,600 to 900. | S

0. : ’ . Now when is the well estimated to start?

'A'. - As soon 28 possible, possibly in gseptembex).

0. - okay . Is there also a well whicéh is

enterédas'ﬁart_dﬁ'thevunit'plaﬁ§

A Yes.

[ ' “And this particular well is in the north-
east guarter of Section 29, is that corréect?

A O It's l980‘frbm the east and 660 from the

north of Section 29.
0. ' okay, and if that well is re-entered and

.

is made productive, is it‘preséntly-anticipated that the

north half of gection 29 will te the proration unit for the




~the reaqons for the
e development, is that correct?'

Yes 51r. :
and pased uwpon © the geology, your

okay s
the xeport,

'informatioh,

do ¥

unit a
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16
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18

19

20
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24

‘the acreage in the south half of 17,

@it to the vnit.

 Sta£es'Ge61ogica1 SUrvey‘and‘EXhibit C; whereby they have

and subject to approval by this organization,

F, a copy of the unit agreement, which has been fully exe~

cuted by all worklng 1nterest owners and ratlfled by all

’questlons of this witness?

Page 8

A, ' Yes, it would.

MR, FEDRIC: Mr., Examiner, I have sub-
mitted as exhibits; Exhibit A, the Curry Engineering report,
and the exhibits to that:

T also wish to submit at this ﬁime a
letter from thtinéntal Oii’Company, which is the owner of
and they refuse to com-~
They have submitted a letter refusing to
commit, ana‘thét‘wbﬁla’bevEkhibit ﬁi

I'd ‘also wish to submit from the United

des1gnated the area logical for unltlzatlon.

As - EXhlblt D, a 1etter from the Commissio

er

of Public Lands apprObingvthe‘uhit plan as to form and conten

o

And nOw, as the last twokexhibits,’E and

overriding’royalty interest owners, and a copy, as- Exhibit
F;'a cbpy-of_the~unit‘operating’agreeﬁent, which also is
s;ghédwby all theﬁworking interest owners,

‘Tﬁat finished our testimony.

Anyone have

any

‘MR, smrmcrs: Okay.
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15

17

1z

n

BY MR. STAMETS:

16

Page

CROSS EXAMINATION

0. Are you familiax enough with the unit

des for participating

agreeme'nii to tell ‘us whether it provi
areas, piéns' of development,‘annual subnittal and approval

of these?
x Flrst a -- the real

A. , Well, it calls fo

‘flI‘St thlng it calls for, the drillifn'g of a Morxow test, whick

.isf”:ori the unit, whlch would be on sectlon 20, and after that
we will have to, T ‘b‘e'lie’ve, submit a plan of development to

USGS.
Now, durlng thlS time, more than likely,

we ifzi‘il -~ while they rre drllllng the well, welwil'l:.; re-enter
there at present, and pro-

“the - the ola well that we have

bably make a well out of it; or attempt to.
ised, I

Those two ‘developments are promi

18

19 -

A beiie_Ve, "to the USGS, anywayi that's a ‘development ";"ilan we're
lannlng "o do, anyway and we have to have this production,

. this well arilled and completed ‘as ‘a producer, I think; by

February the, 28th, 1981} RS

0. Does: the uh_it'~.egreement pY
sion approvalj.k)f any plans‘of’ operation or a_pp'ro'vai of paxl"tif—;

ovide for Divi- :

‘cipating areas?
B _ Now, r‘t{aybefyquni__i::c_;’h't“‘aﬁswer that.

e e e P L R SR
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Page 10

MR, FEDRIC: ~ I believe, Mr. Stamets,

that the only provision in thexe is aé to participating areas
in connection with the USGS, Participating areas at this
point in time are defined, however, as proration units, byt
may be exﬁandéd for Unitea State royalty, I don't know,

"MR, STAMETS: How about plans of develop-

- ﬁR.~FEbRIC:  P1ans’¢f"deVé1opment have
to be éhbmij;ted*to USGS but at this point in time T think
Mr, thliamsonﬁis correct that there's oﬁlyvtwo”wélls which '
are included initially as developmental type plans. “
MRg‘STAMETS: Is there any objection to

submitting this data to‘thefDiViSibn‘for aPProval} if that

Mh, FEbRIC: Not at all.
MR. STAMETS: Okay. Any other questions
of‘thé’witnéss? 8 |
| It appears as though”theywmay-hé fn'fﬁere,
M:;VPaaiilé"Hés:nOted them. | ’
: Any Sthe£“Questions'6f:theVWEtness? He
mé?{bg e#cused. | |
o AﬁYEﬁiﬁg*furtﬁgr”ih tﬁf$ case?

The case will be taken under advisement,

(Hearing concluded.)
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of the hearing,
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STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
OIL CONSERVATION DIVISION
STATE LAND OFFICE BLDG.
SANTA FE, NEW MEXICO

20 August 1980

EXAMINER HEARING

IN THE MATTER OF:

Application of Monsanto Company for
a unit agreement, Lea County, New
Mexico.

——.4.!—-—0-—---—9&-.---“—..—.ﬂu”-’——ﬂ-“~-.-ﬂ~‘~~-ndﬂ~

BEFORE: Richard L. Stamets
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=
J
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PRANSCRIPT OF HEARING

Re. 1 Box193-B
Sauta Fe, New Mexico 87501

Phonc (505) 455-7409

SALLY

APPEARANCES

For the 0il Conservation - Ernest L. Padllla, Esq.
Division: Legal Counsel to the Division

State Land Offlce Bldg.
Santa Fe, New Mexico 87501

'For the Applicant: " pon M. Pedric, Esq.
' R ’ HUNKER, FEDRIC P. A.
p. O. BOX 1837
Roswell, New HMexico 88201
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INDEX

+J. C. WILLIAMSON
‘Direct Examination by Mr. Fedric

Cross Examination by Mr. Stamets

EXHIBIT s
Applicant Exhibit A, Report

- Applicant Exhibit B, Letter . <

App"li'c"ant’ Exhi’bit k'C, Latter
Applicant Exhibit D,"",Lett;er

Applicant Exhibit E, Unit Agreement
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Applicant Exhibit F, Unit Operating Agreefient
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MR. STAMETS: Call next Casc 6298.

MPR. PADILLMA: application of Monsanto
»Compaﬁy for a unit agreement, Tea County, Hew Mexico.

MR. FEDRIC: Mr, pxamdner, I'im Don Fedric

from Roswvell, representing Monsanto, and I have oae witness

to bé called.

-MR  STMMETS any other appearances in
'tﬁis;caae?’

1vd 1ike to have the witness stand and

be sworn, please.

J. C. WILLIAMSON
being ca1led as a witness and having beén‘du

ocath, testified as follows, to-wit:

DIRECT EXAMINATION

BY MR. FEDRIC:

1y sworn upon his

@ . State your name, your occupation, and yous

:'gddxess,»please.

A , :"J. C; Wiiliamson; 1585-Midland'ﬁétiona}

iBankp Midland, Texas, and I'm a qeologist.3

0 | - Mr. Wi]liamson, have you appeared before

;ghe7cbmmission before?

s
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M Yee.
0 And have you qualifichas a geologist?
h. Yyes.
0. You're'appeariﬁg on behalf of Monsanto
company, 1is that corxect?

M ‘ Yes.

e ——— T

0. Monsante has an application to form the

pack Basin Unit in Lea County, Hew mexico. This is a unit
'“afeaHCOvering three sectionq,>l7, 20, and 29, of Township 23
gouth, Range 34 East, ‘Tea County, {g tha{ correct?

0 ‘ ‘Would you 100k at what is designated as

Eﬁhibit A? Téll the Examiner what Exhibit A is, please.

A o Weil, jt+'s a report of the area bY the
‘Cﬁrry Engiheefiné'by’Which'they recommend that this acréage
(jbe'put into a unit sd:it could be develooed as a whole.‘

VQ o kOkay;fthere are four exhibits to Exhibit
’ A;kstructure maps on the Devonian, the Morrow, the Bone
T-ﬁprings,
”:ﬁibns’and the wells in the area,‘is'thislcc

E' Yes.

3f§or£ by1Curry Engineering?
A Yes.

and diad you,aégiéﬁ]éugry>ﬁhgiﬁeefiﬁg’iﬁ

T T S R

and an east and west cross section of,various’forma~

o - Is this supportive evidence for the re-




SALLY W. BOYD, C.S.R.

Rt. 1 Box193.B - '
Santa Fe, New Mexico §7501

Phone (505) 4557409

preparing the report?

A '?es.

Q. kokay, i1 it the recommendation of the
report that the uniﬁ area, which is called the Back Basin
Area, that be put togethex’as a unit type prospect and for
uhit‘developﬁent?

A Yes.

0 Okay. Onc of the first exhibits is an
outline of the hnit‘area and it shovs the‘uhit area. - This

is~ExhibitJA. It shows in dark red the proposed uﬁit area,

"is that correct?

A R Yesf
0 - This}parﬁicular;exhibit also shows thé
other units in the particular part of Lea County, is that |
correct? i o |
N A . Yes.

0 ' Okay. ‘The leases that are in the‘pxo"

f‘poseq Back Basin Unit are'Federal‘leases except EOF\the

‘northwest quarter of Section 29, is that correct?

X

A Yes.
o And the northwest Quartér‘of 29 is‘the
_ i

‘6n1y‘St&te'acfeage which would be in the propbseduunit;

2 . Yes.

‘4 Okay. Where is tﬁe'iﬁiﬁial!testiwéli”ih'

the unit proposed to be drilled?
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15 -

16

55pré£éqt1y located in Section 29 that's planned to be re-

| 1'enﬁeréa7as par@ of the unit plan?

o
12 leaﬂtquarter of Section 29, is that»dor;ect?

13

_north of Section 29.

4 ‘is‘ﬁade'prodthive, is it presently anticipated that'thé
1w | | ‘
iy

¢~nor£h half of Section 29 will be the proration unit1f¢r the
‘production from that well?

clude the State acreage which is in the'northeast-qudfterh~~‘

" excuse me, northwest quarter ---

Page 6

A In Section 20,

0 . And to what depth?

M 7o test the Morrow, which would be around.
£rom 13,600 to 900.

0o ’> | Noﬁ\wpen is the well estimated to start?

A As sooﬁ as poésible, possibly in September

0 Okay.g“Is there also a well which is

*K" .'Yés.
Q0 And this particular well is in the north-

a A Tt's 1980 from the east and 660 from the

Q. ~ Okay, and if that well is reﬁentéred and

Yes.

o * And that proration unit then would in-

Y

A Yes.
@ - -+ of Section 29.

Yes, sir.

3

e Aopcan
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”; ‘ 0 Dnd in ybur opinion would it he in the

Page . 2

0. o nd Monsanto is the proposed unit operatox),
is that correct?
A Yes.
0 : All of the Fedefal leaseﬂin the ptoposed
’hunit are ‘owned by you, is that correct?
A ;  d At this minuLe.
kﬁ B ~ Okay. Isn't the essence of the‘Cuiry;
Engineerina report that the unit: development‘would be the
most efficient methoﬂ of developnent for thiq area?
A '~':‘ Yes, it . is. |
0. - Ana this will be a multi-pay, expensive
‘type area-. to develop, is that correct?
n It éure»is.
0. o And this is one of the reasons for the
“recommendetion“for a unit type devel.opment, is that correct?
}p, - ves, air.
Q: ‘ ‘okay, and based upon the ceoloqy, your,

in Fo tion. “your knowledae as a geologist, and the report,

do- you’feeifthat the wnit area is 1ogical for unitjzation and

unit development?

A Yes.

best interests of sound conservation principles, prevention V__J

v

- of waste, and orderly development for the lands to be devel-,‘e:

ped as a unit and as a unit type p]an?

. 5 ot e e e e e
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mitted as exhibits.,

and the exhibits to that.

letter from"Continental
~ ¢he acreag

‘mit to the unit.

13

15

T8
e
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Page ______,_....~__3__,_,__

~

A ves, it would.

MR. FEDRIC: Mr. pxaminer, I have sub-

pxhibit A, the Curry‘Engineering repoxrt,

¥ also wish +o submit at this time a

0il Company, which is the ownerx of

e in the sQuth half of 17, and they refuse to com~

They have gubmitted a letter refusing to

comnit, and that would pe Exhibit B.

1'4 also wish ro submlit
‘whereby they have

from the United

‘States'Geological survey and Exhibit'c;

designated the area logical for unitization.

“As E'xh'ibit D, a lette

of Public‘tands approving the unit plan as t

ahdléhbjeqthtOfabproval by this organization.
k | i ﬁnd now, as the 1
F,~a'copy:of ¢he unit égreement, which‘has been fully exé—
 cutqﬂ py all working intéfest owners and’ratified by all
;dvérfi&iﬁg:réyaitv»intetegt oWners,’énd a copy, as Exhibit
’i'E,'a éopy‘df’thevunlt operatipg'agreeméﬁt, QﬁiAB'aiso is”

;’signed by'all‘the working intercst owners.
| ' ;That-finiSBed'ou:*testimohy.‘
‘MR. STAMETS: okay. Anyone have any

. questions Of this ‘Wij{:"nes‘s?' .

y from the commisgsior

o form and conten

ast two exhibits, E and

er

3
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¢
R
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1
1
R
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o

we will have to, I believe, submit a plan of development to

‘believe, to the USGS, .anyway; that's a development plan we're

 planning to do, anyway, and we have to have this production,
 this well drilled and completed as a producer, I th%nk; by

* Pebruary the 28th, 1981.

Page 9
CROSS EXAMINATION
BY MR, STAMETS:
0 , Are you familiar enough with the unit

agreement to tell us whether it provides for participating
areas,’plans of development, annual submittal and approval
of thesge?
| »A o Well, it calls fof firsﬁ a -~ thé real
fifst’thing‘it;calls»for, the drilling of a MOrrow test, which

is on the unit, which would be on section 20, and aftexr that

USGS.

» Now, during’this’time, mbre than likely,
we will‘-;'while they're driliing the well, we will re-enter .
the e theibld'wéllfthat we have theré.at present, and pro-
hébly'makeAa-wél; out of iﬁ,'or attempt to.

Those two”dévelopments are promised, I

Q | -Does the unit agreément provide for Divi-~

i‘éionfapprOVé1 of any plans of OperationfOrghpprbval“éf parti-| -

w3

Now, maybe'Yoﬁiﬁigﬁﬁﬁénéwér”that.

4o ity At e e e 3 Bamainas s St ra s

JEORNPR

“cipating areas? T s ""J vt
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‘may be excused.

Page 310 —_—

MR. FEDRIC: I bhelieve. Mr, Stamets,

that the only provision in there is as to participating areas
>in cOnnection withithe UsGS. Participating areas at this
point in time are defired, however, as proration units, but
may be expéndedifox United State royalty. I don't kno&.

| | | MR. STAMETS: llow about plans of develop-
ment? |

MR. FEDRIC: Plans of development have

to be submitted. to USGS but at‘this point in time I think
.‘Mr.'WilliémsQn'is correct that there's only two wells which

Jare‘included‘initially'aé deveiopméntal'tYpe plans.

MR. STAHETS: Is there any objection to
submittipg'thié déta’to the Division fcr approval, if that
should be réqﬁired?.t | |

| MR. FEDRIC: Not at all.

MR. STAMETS: o;&ay'j. Any other questions
of the witness? |

It appears as though they may be in there.

V’Mrﬁ Paallla-ﬁa§7n6£ed them.

*Any:other questigns'of the witness? He

o

 ‘Anything further in this case? s

- - The case will be taken under advisement.

“(Hearing concluded.)
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1, SALLY W. BOYD, C.-‘S.R., DO HERERPY CERTIFY that

the foregoing Transcript of Hearing before the 0il Conserva-

tion Division was reported by me; that the said transcript

ig a full, true, and correct record of the hearing, prepared

by me to the best of my ability.

C.SAR.

OYD,
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CURRY ENGINEERING
MIDLAND, TEXAS 78701 ’
1201 N. BIG SPRING STREEY
P 0. BOX B5906 AC 915 882.2031

MAX E. CURARY
DAROYL R. CURRY

Mr. J. C. Williamson
1385 MNB Tower

Midland, Texas 79701 .
Re: Williamson et al leases in

Section 17, 20, and 29, T-23-S,
R-34-E, Lea County, New Mexico

Dear Mr. Williamson:

You have directed Curry EnglneerTng to examine three leases lying
between the Bell Lake Unit and the Antelope Ridge area of:Lea County, New
Mexico for purposes of determ1n1ng the most prudent and efficient manner
of developing the producing horizons of that area. We have comp]eted our
study of subsiirface structural conf1gurat1ons deve1oped from electrical
and radicactive log analyses, sample ‘logs, seismic 1nterpretat10ns and
reservoir performance of ex1st1ng wells. "As a result of our stud1es, it
is cur recommendation that your leases be put into a Federal.and State
drilling unit as the most prudent and efficient method ‘of deve]op1ng these
Important energy reserves.  From a ge logical and engineering position

_:1t is recommended; further that the" proposed unit be confined to Sections
17,20 and 29 of Township 23 South, Range 34 East, Lea County, New Mexico.

We offer the conclusions, recommendations, and discussions be]ow for your
information and further direction. .

The area of the proposed un1t IS q very complex mu1t1pay deve]opment

This'neceSSar1]y‘requ1res careful

'p]ann1ng, severa] strlngs of spec1a] cas1ng, special ‘mud programs “and well

engineered: proceedures to" perm1t the recovery of large gas gas- ~-condensate,

and oil reservés. The wells take a long time to drill, reguire a substantial

amount of time to design and procure the special equ1pment réquired, obtain
a dr1]11ng rig capab]e of drilling this depth under the conditions here stip-~
ulated and also require a large amount of capital investment. These con-

‘d1t10ns can best be prudently ard eff1c1ent1y accomp11shed under a proposed

Federal and State drilling unit.

Il

o , BEFORE EXAMINER STAMETS
| OIL CONSE VATISN DIVISION

L 1 crsEwno é 7??_””,_, |
Submiited by Ayujgg/ IR BN

Hear: ring Date_ 5[2_9[22*__
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Letter to:
J. C. Williamson

May 28, 1980
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The area is prospective of commercial production from the Bone Sprinqs
(Permian). formations from 8,600' - 12,000', the Yolfcamp (Permian) formation
from 12,100' - 12,500', the Strawn (Penn ) formation from 12,500' - 12,700',
the Atoka (Penn.) formation from 12,700' - 13,400', the Morrow {Penn.) sands
from 13,400' to 13,900', and the Devonian formation below 14,700'. Many of
these formations have unusual physical properties in this area that requ1re
very special treatment that make development both dangerous and expensive
to drill and exploit to properly protect the reservoirs and conserve the
hydrocarbon reserves, some of those properties are discussed below:

A. Bone Sprirgs (8,600' - 12,000'). This formation is a complicated
system of carbonates and sands about 3,400' in thickness constitu-
ting several independent reservoirs. There is a distinct possxb11ity
of reefing in the carbonates and it is suspected that dissimilar
producing mechanisms exist between the reservoirs (some of the sands
are believed to be gas productive}. None of the Bone Springs res-
ervoirs have greater than normal pressures, but some non-productive
formations are composed of incompetent low pressure zones that must
be cased off before penetrating high pressure formations below.

The Wolfcamp (12,100' - 12,500')" format1on is an abnorma]]y high
pressure, relatively low permeab1l1ty formation that will ‘be pro-
ductive in areas of siress where the matrix rock is factured or
exh1b1ts secondary poros1ty w1th greater permeab111ty Cas1ng must

fluids into: 1ncompetent hor1zons above and perm1t weight1ng up .

of . the mud:system to hold the excessive pressure encountered in
,dr1111ng this interval. Failure to set this str1ng of casing w111
1nvar1ab]y result in blow-out or loss of control of the well.

carbon comp051t1on resu1t1ng in the product1on of T1qu1ds varylng
from none to over 100 barrels of condensate per m11]1on cub1c feet
of gas.
and still offer suff1c1ent we1ght1ng capab1]1twes to control the .
pressure. . This results in very low penetrat1on rates that. 1ncrease
the cost of dr1111ng;_ ‘High pressure casing, tubing, well ‘head equip-

ment, spec1a1 seperat1ng surface equ1pment, and’ very spec1a] ‘comple-
‘tion techniques are required to successfully produce these horizons.
‘Casing must be set through these intervals to drill the normal
pressure prospective intervals be]ow
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D. The Devonian formation (below 14,700') is of normal or sub-norma)
in pressure and usually produces a dry gas withverylittie or no
liquid recovery. The formation is not sensitive to normal drilling
fluids and, after the Pennsylvanian is behind casing, the Mississip-
pian and Devonian formation may be drilled with fluids that offer
better penetration rates; however, to drill to this depth one must
plan to run larger and more expensive casing sizes in the zones
above to allow sufficient hole size for drilling below the Penn-
sylvanian.

SRS s

~ Obviously the development program for the subject area must be well
planned, engineered, and executed to properly evaluate the various horizons
and to gather good data for geological interpretations of a most complica-
ied geological enviornment. These objectives may best be accomplished by a
unitized development program in order to protect and recover these important

Aenergy reserves.

1In support of our recommendation the proposed unit be confined to the
government Sections 17, 20, and 29 of Township 23 South, Range 34 East, lea
County, New Mexico we offer the following exhibits for your 1nformat1on and

reference:

PLATE A: Land map of the subaect area out11n1ng the proposed unit
and other units in the area. )

PLATE B: Structural map contoured on top of the Devonian'formation.

PLATE C: Structural map contoured on top of the Morrow (Penn.) clastics.

PLATE D: Structural map contoured bn‘tOp of the Bone Springs formation.

PLATE E: Cross section, East-West, Bone Spr1ngs Wolfcamp, and Penn-
sylvanian formations.

~ The boundaries recommended for ‘the proposed unit were selected for the
“following reasons:

A. NORTH'ﬁOUNDAﬁY: The north boundary is established as belng the south
boundary of the existing North Bell Lake Unit operated by Continental
0i1 Company. _ 4
SOUTH'BOUNﬁARYf The south boundary. is established as be1ng ‘the: north
“boundary of the ex1st1ng Bell Lake Un1t operated by Continental 011
Company.
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WEST BOUNDARY: The west boundary is recommended for the following
reasons: . (Reference PLATE "B"). The recommended unit Ties in a
graben between two horsts running north and south that constitute
the Bell Lake structural highs and the Antelope Ridge structlural
highs. These faults and features are pronounced during Devonian
time and extend into Wolfcamp time, but are less pronounced through
the Pennsylvanian sections. It is significant that the east flank
of the structural highs have received better quality and thicker
sands deposited during Morrow time and also is the area where the
carbonates deposited during the Atoka time are better developed
with porosity and permeability These are the principal reasons
for confining the proposed unit to the east flank of the Mid Bell
Lake and North Bell Lake features. The west boundary of the pro-
posed unit is limited by the fault labeled Fault "B" on PLATE "8"
that is believed to extend through all of the Pennsylvanian section

into Wolfcamp time.

EAST BOUNDARY: The east boundary of the proposed unit is confined

to the east line of Section 29 and 20 by the west boundaries of the
Antelope Ridge Unit and the Antebellum Units as well as the inten-

tion of confin1ng the proposed unit to the eastern slope of the

Bell Lake structures. The eastern limits of that structure terminate
.at or very near the eastern boundaries of all three sections.

& If you have any ‘questions re]atwe to our study of this area and the con-

e clusions reached, please feel free to call at any time. We have our notes and
supporting data ava11ab1e for your inspection ay any time you wish.

i; Very truly .yours,

Max E. Curry

<
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Midland Division Conoco Inc,

North Amernican Exploration ’ 17.0. Box 1959
Midland, 1X 79702
(915) 684-7411

August 6, 1980

Monsanto Company
’ 1330 Midland National Bank Tower
Midland, Texas ‘79701

Attention: Mr, Cecil Ellis

Re: Federal Unit - Back Basin Unit, Bell Lake Area, L-69994, Lea
County, New Mexico

o f‘ Gentlemen:

Mr. J. C. w1111amson ‘has proposed the formation of a three section
Federal Unit consisting of Sections 17, 20, and 29, T-23-S, R-34-f,
Lea County, New Mexico, with Monsanto Company as Operator for the
dr1111ng of a Morrow test in the E/2 of Section 20.

Please be advised that Conoco Inc. does not wish to join in the
proposed unit with our lease cover1ng ‘the S/2 of Section 17. If you
should have any questions concerning this letter, please contact
this off1ce

~Yours very truly,.

,Davvd M Goodfe]]ow
District Landman
Midland Division

;
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United States Department of the Interior

GEOLOGICAL SURVEY
South Central Region
P, 0. Box 26124
Albuquerque, New Mexico 87125

JUL 02 1980

Hunker~Fedric, P.A.

Attention: George H. Hunker, Jr.
P, 0, Box 1837

Roswell, New Mexico 88201

Gentlemen:

Your application of June 6, 1980, filed with the District Supervisor,
Roswell, New Mexico, requests the designation of the Back Basin unit ares,
embracing 1,920.00 acres, more or less, Lea County, New Mexico, as logically
subject to exploration and development under the unitization provisions of
the Mineral Leasing Act as amended.

L2 N Pursuant to unit plan regulations 30 CFR 226, éhe land requested as outlined
Bgi on your plat marked "Exhibit 'A' Black Basin Unit,” Lea County, New Mexico"
is hereby designated as a logical unit area,

4 The unit agreement submitted for the area designated should provide for a
well to test the Morrow formation, or to a depth of 13,600 feet. Your pro-
posed use of the Form of Agreement for Unproved Areas will be accepted with
the modifications requested in your application.

o , 3 . i
= ; If conditions are such that further modification of said standard form is
z deemed necessary, three ‘copies of the proposed modifications with appropriate
; Jjustification must be submitted to this office through the Deputy Conservation

Manager, 011 and Gas, for preliminary approval.

In the absence of any other type of land requiring special provisions or of
o any objections not now apparent, a duly executed agreement identical with

L said form, modified as outlined above, will be approved 1if submitted in

i approvable status within a réasonable period of time. However, notice is

) hereby given that the right is reserved to deny approval of any executed

agreement submitted which, in our opinion, does not have the full commitment

‘of sufficient lands to. afford ‘effective control of operations in the unit

area.

When the executed agreement 'is transmitted to the Supervisor, Albuquerque,
New Mexico, for approval, include the latest status of all acreage. In
preparation of Exhibits "A" and "B", follow closely the format of ‘the
sample exhibits attached to the 1968 reprint of the aforementioned form,
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Inasmuch as this unit ag

Please contact the State
less of piior cuntacts O

oy

Hunker-Fedric, P.A.
Attention: - George 'H. Hunker,
P. 0. Box:1837 '

" Roswell, NM 88201

N

2

reement involves State land, we are sending a copy

of this letter to the Commissioner of Public Lands in Santa Fe, New Mexico.

of New Mexico before soliciting joinders regard-
r clearances from the State.

Sincerely yours,

a2 plz ")4/ )% .(/w[;‘v/

James W, Sutherland ’
Acting Conservation Manager
for the Director
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State of New Mexico B
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Commissioner of Riblic [ ands P, 0. BOX 4o

July 29, 1980 SANTA FE, NEW MEXICO 87501

o G

ALEX J. ARMIJO
COMMISSIONER

L T e e

B Hunker-Fedxic, P.A.
: P. O. Box 1837
' Roswell, New Mexico 88201

Re: Proposed Back Basin Unit
Lea County, New Mexico

ATTENTION: Mr. George H." BHunker, Jr.

Gentlemen: _

We have reviewed the unexecuted copy of unit agreement for . o L

the Back Basin Unit, Lea County, New Mexico, which you submitted on »

¥ ' behalf of Monsanto Company. The form of agreement meets the re-
quicements of the Cémmissioner of Public Lands, therefore, we have
give you approval as to form and content. ' :

Please submit the Geological Report and any other geologlcal
data you might have, 3y

When ‘submitt'ing your agreement for final approval the following
are required by this office: '

o

1. Applicatlon for final approval stating tracts cormitted and
tracts not committed.

2. Two (2) copiles of the Unit Agreement-one must be an original
copy .

Two (2) copies of final Exhibits "A'" and "B".

Two (2) sets of all ratifications from Lessees of Record and
Working Interest Owners-all signatures should be acknowledged
before a notary and one set must contain original signatures.

One (1) copy of the Operating Agreement (original)
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Hunker-Fedric, P.A.
July 29, 1980
Page 2 .

6. Filing fee in the amount of Thifty ($30.00) Dollars.

Very truly yours,

ALEX J. ARMIJO

COMMISSIONER OF }){i\Bic LANDS
< ;
BY: Q_ v Mc/‘\

FLOYED O. PRANDO, Assistant
Director-01il & Gas Division
“AC 505-827-2748
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v UNLT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION
OF TIL
DACK BASIN UNIT AREA
LEA COURTY, MNEW MEXICO

s
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THIS AGREEMENT, entered into as of the _17th day of July R

1980, by and between the parties subscrlbing, atifyinﬁ, or consenting
hereto, and herein referred to as the ' partles hereto,

e

e

WITNESSETH: ' ; A

LR I S

WHEREAS, the parties hereto are the owners of working, royalty,
or other oil and gas interests in the unit area subject to this.
agreement; and

e

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

advisable in the publlc intéfest; and o , .

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

Mexico is authorized by an Act of the Le%1slature (Section 1, Chapter
88, Laws 1943, as amended by Section 1 of Chapter 176, Laws of 1961)
(Chapter 19, Article 10, Section 45, New Mexico Statutes 1978 Annotated),
to consént to and approve the development ox operation of State lands
under agreements made by lessees of State land jointly or severally DL :
with other lessees where such agreements provide for the unit operation . _ -
or devélopment of part of or all of any oil or gas pool, field or

ared; and

UHEFLAS the Comm1331oner of Public Lands of the State of New

Mexico is authorized by an Act of the Leglslature (Section ‘1, Chapter
88, Laws 1943, as amended by Section 1, Chapter 162, Laws of 1951)
(Chapter 19, Article 10, Section 47, New Mexico Statutes 1978 Annotated)

to amend with the approval of lessee evidénced by the lessee's

4 ' execution of such agreement or otherw1se any oil and gas lease °

5 embracing State lands so that the length of the term of said lease may
;- coincide with the term of such agreements for the unit operation and

% development of part or all of any 011 or gas pool, field or area; and.
J .

2 ‘ WHEREAS, the 0il Conservation Division of the State of New Mexico

(hereinafter "referred to as the "Division') is authorized by an Act. of
13 the Legislature (Chapter 72, Laws of 1935 as amended) (Chapter 70,
5 Artlcle 2, Section 2 et seq., New Mexico Statutes 1978 Annotated) to
g approve this agreement and the conservatlon provisions hereof; and
5

)n

VHERDAS the partles hereto hold sufficient interest in the Unit
" Area covering the land hereinafter described to give reasonablv
effectlve control of operatlons therein; and

i WHERLAS it is the purpose of the partles hereLo to-consexve
natural resources, prevent waste, and secure other' benefits obtainable

through  development and operation of the area subject to this agreement
under the terms, condltlons and limitations herein set forth;

NOW’ THEREFORE, in consideratidn of the premises and the’promises’

1 herein containeéd, the parties hereto commit to this agreement their
‘ réspective interest in the below-defined unit area, and agree severally

‘among, themselves as follows: B , . 3 ‘3;’1

L. LNABLING 'ACT AHD REGULATIO&S The Mineral Le331np ‘Act of .7
Feburary 25, 1920, as ‘amended, supra, and all valid pertinent regu-

lggngypxpnquq q&%gggratl g and unit plan.repulations, heretofore
ifhare! pertinent, and reasonable regulations
ﬁzgea tg;ﬁ%%qp\Fspﬁégﬁinde% are accepted and made a part of this
L
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« agreement as to Federal lands, provided such regulations ark not
jnconsistent with the texrms of this agreement; and as to non-Federal
1ands, the oil and gas operating regulations in cffect as of the
effective date hereof governing drilling and producing operations, not

inconsistent with the terms hereof oxr the jaws of the State in which
the non-Federal land is located, are hereby accepted and made a part
of this agreement.

2.  UNIT AREA. ' The following described land is hereby designated
and recognized as constituting the unit area:

Township 23 gsouth, Range 34 East N.M.PLH.
Soction 1l7/: All
gection 20: All
gection 29: All,

containing 1,920 acres, more or less,
Lea County, New Mexico.

Exhibit "A" attached hereto is a map showing the unit area and tne

boundaries and jdentity 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 Operatox the acreage,
percentage, and kind of ownership of oil and gas interests in all land
in the unit area. However, nothing herein or in said schedule OY map
shall be construed as a representation by any party hereto as to the
ownership of any interest other than such interest O interests as are
shown in said map OY schedule as ovmed by such party. Exhibits "'A"
and "'B" shall be revised by the Unit Operator whenever changes in_the
'unit_area>render such revision necessary when requested by the 0il and
Cas Supervisox, hereinafter referxed to as fSupervisér”, or when
requested by the Commissioner of Public Lands of the State of New
Mexi.co, hereinafter referred to as "Land‘Commissioﬁer", and not less
than five (5) copies of the yevised Exhibits shall be filed with the
_ Supervisor and one (1) . copy thereof shall be filed with the Land
Commissioner, and one (1) copy with the New Mexico 0il Conservation
pivision, hereinafter referred to as npivision'.

'The-abOVe—desctibed‘unitvarea'shall, when practicable, be expanded
to include therein any additional lands OY shall be contracted to
exclude lands whenevex such expansion OT contraction 1s deemed to be
necessary Of advisable to conform with the purposes of this agreement.
Such expansion OT contraction shall be offected in the following
manner: :

_ (a) Unit Operator, on its own motion ox omn demand of the Directox
of the‘Geological survey, hereinafter referred to as npirector’, oxr on
‘demand of the Land Commissioner, after preliminary concurrence by the
DixectoX, shall prepare & notice of prOpoééd expansion,Or‘cOntraction
describing the contemplated changes in the poundaries of the unit
area, the reasons therefor, and the proposed effective date thereof,

preferably, the first day of a month subsequent to the date of notice.

)  Said1notice shall be delivered to the Supervisor, the Land
CommiSSioner*énd the, State Division, and copies thereof mailed to the
last known addréss<6ffeth working—interestkdwner, lessee, and lessoT
whose jnterest are affected, adVising’that‘thirty (30) days will be
allowed for submission to the Unit Operator of any objections.

e Ke) Uponjexpifatibﬁ of the 30-day period provided in the preceding
item (b) hereof, Unit OﬁerapOr‘éhall £i1€ with the Supervisor, the
Land Commissionex, and the State Division, evidence of mailing the
notice of expansion or contraction and a copy of any objections

thereto which have been filed with the Unit Opexrator, together with an
“applicati6n~in sufficient number,'fortgpproval of such expansion -OT
- contraction and with appropriate joinders.
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(d) After due consideration of all pertinent information, the
expansion or contraction shall, upon approval by the Supcrw.sor the
Land Commissioner, and State D1VJsion, become effective as of the date
prescribed in the notice therecof.

(e) Notwithstandlng any prior elimination under the Drilling to
Discovery Section, all legal subdivision of lands (i.e., 40 acres by
Government. survey or its nearest lot or tract equivalent; in instances
of irregular surveys unusually large lots or tracts shall be considered
in multiples of 40 acres or rzp nearest aliquot equivalent thereof),
no parts of which are entitled to be in a participating area on or
before the fifth anniversary of the effective date of the first initial
participating -area established under this unit agreement, shall be
eliminated automatically from this agreement, effective as of said
fifth anniversary, and such lands shall no longer be a part of the
unit area and shall no longer be subject to this agreement, unless
diligent drilling operations are in progress on unitized lands not
entitled to participation on said fifth anniversary, in which event
o , all such lands shall remain subject hereto for so long as such drllllng
. ,. operations are continued diligently, with not more than 90 days' time
S AN elapsing between the completion of one such well and the commencement
of the next such well. All legal subdivisions of lands not entitled
to be in a participating area within 10 years after the effective date
of the first .initial participating area approved under this agreement
shall be automatically eliminated from this agreement as of said tenth
anniversary. All lands proved productive by diligent drilling operations
after the aforesaid five-year period shall- gecone participating in the
same manner as during said five-year period. However, when such
diligent drilling operations cease, all nonparticipating lands shall
be automatlcally eliminated effective as of the 91st day thereafter.
The unit opérator shall within 90 days after the effective date of any
elimination hereunder, describe the area so eliminated to the satis-

" faction of the SupeerSOI‘ and the Land Commissioner and promptly
notify all parties in interest.

S T e e T

R

W T

/

If the conditions warrant extension of the ten-year period
,spec:.fled in this subsection 2(e), a single extension of not to exceed
3 two years may be acconpllshed by: consent of the owners of 90% of the
Z ' working interest in the current non“participatingtmitized lands and
' "~ the owners of 60% of the basic royaltv interest (exclusive of the
basic royalty interests of the United States) in non-participating
unitized lands with approval of the Director and Land Commissioner,
prov1ded such extension application is submitted to the Director and
the Land Commissioner not later than 60 days prior to the expiration

of said ten-year period.

Any expan51on of the unit area pursuant to this”section which
embraces lands theretofore eliminated pursuant to this subsection 2(e)
shall not be considered automatic commitment or recommitment of such

landq

3. UNITIZED LAND AND UNITIZED SUBSTANCES. All land comm1tted
to this agreement shall constitute land referred to herein as '"unitized
; land" or ‘'land’subject to this agreement . All oil and gas in any and
- all formations of the unitized land are unitized under the ,terms of
this agreement and herein are called "unitized substances

L. . UNIT OPERATOR. MONSANTO COMPANY of Mldland Texas,
is hereby designated as Unit Operator and by signature hereto as’ Unlt
Operator agrees and. consents to accept ‘the duties and obllgatlons of .
Unit Operator for the discovery, development, and productlon of unitized
substances as herein provided. Whenever reference is made herein to
the Unit Operator, .such reference means the Unit Operator acting in
the ‘capacity: and not as an owner-of 1nterest in unitized substances
and the term work:.ng interest owner'" when used shall include or refer
to Unit’ Operator as the ovmer of a working interest when such an

interest .is owned by -it.

5. RESIGNATION OR 'REMOVAL® OF UKIT OPERATOR

“Unit operator

shall have the rlght t:o res1gn at any tlme prlor to the _es ;:abl:.shmént

i
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as such for a period of six (6) months after notice of intention to
resign has been served by Unit Operator on-all working-interest

owners and the Supervisor, the Land Commissioner, and State Division
and until all wells then drilled hereunder are placed in a satisfactory
condition for suspension or abandonment whichever is required by the
Supervisor as to Federal lands and the Land Commissioner as to State
lands ox the State Division if on Fee lands, unless a new Unit Operator
shall have been selected and approved and shall have taken over and
assumed the duties and obligations of Unit Operator prior to the
expiration of said period.

Unit Operator shall have the right to resign in like manner and
subject to like limitations as above provided at any time a partici-
pating area established 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 performance of the duties of unit
operator, and shall not later than 30 days before such resignationor
removal becomes effective appoint a common agent to represent them in
any action to be taken hereunder. ‘

g The resignation of Unit Opeérator shall not release Unit Operator
from any liability for any default by it hereunder occurring prior to
the effective date of its resignation.

The Unit Operator may, upon default or failure in, the performance
of its duties or obligations hereunder, be subject to removal by the
same percentage vote of the owners of working interest as herein
provided for the selection of a new Unit Operator. Such removal shall
be effective upon notice thereof to the Supervisor and the Land
Commissioner. '

The resignation or removal of Unit Operator under this agreement

shall not terminate its right, title, or interest as the owner of:a

working intérest or other interest in unitized substances, but upon

the resignation or removal of Unit Operator becoming effective, such
Unit Operator shall deliver possession of all wells, equipment,
matexrials, and appurtenances used in conducting the unit operations to
the néew duly qualified successor Unit Operator or to the cémmon agent,
if no such new Unit Operator is elected, to be used for the purpose of
eonducting unit operations hereunder. Nothing herein shall be construed
as authorizing removal of any material, equipment, and appurtenances
needed for the presexrvation 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 of Unit Operator is negotiated by
working-interest owners, the owners of the working interest 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, the owners of the working interests

“according to their respective acreage interests in all unitized land,

shall by majority vote select a succéssor ‘Unit Operator: Provided,
that, if a majority but less than 75 per cent of the working interests.
qualified'to vote are owned by one party to this agreement, a concurring

' vote of“one or more additiOnal’WOrking interest ovners shall be
" required to select a new 6peratdr. Such selectinns shall not become

effective until\ .

]

. (a) a Unit Operator so’seleCted shall accept in writing the
duties and responsibilities of Unit Operator, and

~ {b) the selection shall have been approved by the Supervisor and

- approved by the Land Commissioner.

~If no successor Unit Operator is sele¢ted and qualified as -
herein provided, the Director and the Land Commissioner, at their

‘election, may declare this unit agreement terminated.

7.  ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT. If the

Unit Operator is not the sole owner of working interésts, costs and
‘expenses incurred by Unit Operator in conducting unit operations - °
“hereunder shall be paid and apportioned among and borne by the owners

-
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5 'of working interests, all in accordance with the agreement or agreements
g entered into by and between the Unit Operator and the owners of working
i interest, whether one or more, separately or collectively. Any
: agreement or agreements entered into between the working-intercst

owners and the Unit Operator as provided in this section, whether one

or more, are herein referred to as the "unit operating agreemenL

Such unit operating agreement shall also provide the mannexr in which

the working-interest owners shall be entitled to receive their respec-

tive proportionate and allocated share of the benefits accruing hereto

in conformity with their underlying operating agreements, leases, or :
- other independent contracts, and such other rights and obligatlons as ;
between Unit Operator and the working-interest ovmers as may be agreed

upon by Unit Operator and the working-interest owners; however, no

such unit operating agreement shall be deemed either to modify any of

the terms and conditions of this agreement or to relieve the Unit

Operator of any right or obligation established under this unit

agreement, and in case of any inconsistency or conflict between this

unit agreement and the unit operatlng agree¢ment, this unit agreement

shall govern. Three true copies of any unit operating agreement

executed pursuant to this section should be filed with the Supervisor

and one true copy with the Land Commissioner, prior to approval of :

‘this unit agreement. 5

8. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Except as otherwise
spe01f1ca1T">prov1ded herein, the exclusive right, pr1v1lege and duty
of exercising any and all rights of the parties hereto which are :
necessary or convenient for prospecting for, producing, storing, ;
allocating, and distributing the unitized substances are hereby ;
delegated to and shall be éxercised by the Unit Operator as herein
provided. ‘Acceptable evidence of title to said rights shall be

deposited with said Unit Operator and, together with this agreement, < N .
shall constitute and define the rlghts privileges, and obligations of
Unit Operator Nothing herein, however, shall be construed to transfer

title to any land or to any. lease or operating agreement, it being
understood that under this agreement the Unit Operator, in its capacity ;
as Unit Operator shall exercise the rights of possession and use

vested in the parties hereto onlv for the purposes herein specified.

9. DRILLING TO'DISCOVERY. Within six (6) months after the
~effective date hereof, the Unit Operator shall begwn to drill an
adequate test well at a location approved by the Supervisor, if on
Federal land, or by the Land Commissioner, if on State land, or by the
Division, if on Fee lands, unless on such effective date a well is
being drilled conformably with the terms hereof, and thereafter
continue such drilling diligently until the Morrow formation has been
testfed or until at a lesser deptn unitized substances shall be dis-
covered which can be produced in paying quantities (to-wit: quantities’
‘sufficient to repay the costs of drilling, cofapleting and producing
operatlons with a reasonable profit) or the Unit Operator shall, at
any time, establish to the satisfaction: of the Superv1sor if on
Federal land, or the Land Commissioner if on State land, or the
Division if on Fee lands, that further drllllng of said well would be
unwarranted or 1mpract1cable provided, however, that Unit Operator
shall not, in any event, be required to drill said well to a depth in
excess of 13,600 feet. Until the discovery of a dep031t of unitized
substances capable of being produced in paying quantities, -the Unit
: wOperator shall contlnue drllllng diligently one well at a time,

. allowing not more than six (6) months between the completion of one
well and. the béginning of the next well,’ until a well capable of
produc1ng unitized substances in paylng ‘quantities is completed to the
satisfaction of said Supervisor if on Federal land or of the Land
‘Commissioner if on State land, or the Division if on Fee lands, or
until it is- reasonably'proved that the unitized land is incapable of -
Droduc1ng unitized substances in'paying quantities in the formatlons {
_drllled hereunder. - Nothing in this section shall be deémed to limit
the right of the Unit Operator to resign as: prOV1ded in Séction 5
hereof, or as reoulrang Unit Operator to commence or continue any 5
‘drllllng during .the period pendlng 'such re31gnat10n becomlng effective i
in order to comply with the requirements of this section. The Super-’ '
“visor and Land Commissioner may modify the drilling regquirements of
‘this section by grant1ng reasonable éxtensions of time when, in their

‘opinion, such action 1s warrantea
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Upon failure to commence any well provided for in this section
within the time allowed, including any extension of time granted by
the Supervisor and the Land Commissioner, this agreement will auto-
matically terminate; upon failure to continue drilling diligently any
well commenced hereunder, the Supervisor and the Land Commissioner
may, after 15-days notice to the Unit Operator, declare this unit
agreement terminated.

10. PLAN OF FURTHER DEVELOPMENT ‘AND OPERATION. Within six (6)
months after cowpletlon of a well capable of producing unitized
substances in paying quantitites, the Unit Operator shall submit for
the approval of the. Supervisor, the Land Commissioner, and State
Division an acceptable plan of development and operation for the
unitized land which, when approved by the Supervisor, the Land
Commisioner, and State Division, shall constitute the further drilling
and operating obligations of the Unit Operator under this agreement
for the period specified therein. Thereafter from time to time before
the expiration of any existing plan, the Unit Operator shall submit
for the approval of the Sugg;ylsor, the Land Co ioner and State
Dlylgign a plan for an additional specified Ppériod for the develdpment
and operation of the unitized land. )

Any plan submitted pursuant to this section shall provide for the
exploration of the unitized area and for the diligent drilling necessary

- for determination of the area or areas thereof capable of producing

unitized substances in paying ‘quantities in each and every productive
formation and shall be as complete and adequate as the Supervisor, the
Land Commissioner, and State Division may determine to be necessary
for timely development and proper conservation of the 0il and gas

~resources of the unitized area and shall:

(a) specify the number and locations 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 mecessary and adv1sab1e “for. proper conservation of natural
resources. Separate plans may be submitted for separate productive
zones, subject to the approval of:the Supervisor, the Land Commissioner,

and State Division.

Plans shall be modified or supplemented when necessary to meet
changed conditions or to protect the interests of all parties to this
agreement. Reasonable diligence shall be exercised in complying with
the obligations of the approved plan of development. The Supervisor
and the Land Commissioner are authorized to grant a reasonable exténsion
of the six-month period herein prescrlbed for submission of an initial
plan of development where such action is justified because of unusual
conditions or circumstances. After completlon hereunder of a well
capable of producing any unitized substance in paying quantltles, no
further wells, except such’' as may be necessary to afford protection
against operations ‘not under this agreement and such as may be
spec1f1ca11y ‘approved by the Supervisor, the Land Commissioner, and
State Division, shall be drilled except in accordance with a plan of
development apDroved as hereln prov1ded

O PARTICIPATION AFTER DISCOVERY Upon completlon of a well
capable of producing unitized substances in paylng quantities or as
soon thereafter as requlred by the Superv1sor the Land Conm1351one1,;
or the State Division, the Unit Operator shall submit for approval by
the Superv1sor the Land Comm1331oner and State Division ‘a schedule,
based on subd1v1310ns of the publlc—land survVey or allouot ‘parts
_thereof of - all'land then regarded as. reasonab e’ prov d- to be productive
in paying quantifies; all lands in said schedule on pp\oval of the
SuperVLSor ,the Land Commlss10ner and State D1v1s10n to constltute a
participating atea, effective as of the date of completlon of such
well or the effetélve date of this unit agreemént, whichever is later.
The acreages of both’ ‘Federal and ndon>Federal lands shall be based upon
approprlate ‘co tions from the courses ‘and’ dlstances shown on the
last aporoved pub 1cfland survey as of the effective date of each
initial part1c1pat1ng area. Said- schedule shall alsoc set forth the
percentage of unitized substances to be allocated as herein provided

to each tract in the part1c1pat1ng area so establlshed and shall
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govern the allocatlon of production commencing with the effective date
of the participating areca. A ceparate participating area shall bc
established for each separate pool or deposit of unitized substances
or for any group thereof which is produced as a single pool or zone,
any any two or more Yart1c1pat1ng areas so established may be combined

into one, on approval of the Supervisor, the Land Commissioner, and
the State Division. When production from two or more participating
areas, SO established, is subsequently found to be from a common pool
or deposit, said part1c1patlng areas shall be combined into one,
effective as of such appropriate date as may be approved or prescrlbed
by the Supervisor, the Land Commissioner, and State Division. The
participating area or areas so established shall be revised from time
to time, subject to like approval, to include land” then regarded as
reasonably proved to be productive in paying quantities or necessary
for unit operations, or to exclude land then regarded "as reasonably
proved not to be productlve in paying quantities and the schedule of
allocation percentages shall be revised accordingly. The effective
date of any revision shall be the first of the month in which is
obtained the knowledge or information on which such revision is
predicted, provided, however, that a more appropriate effective date
may be used if justified by the Unit Operator and approved by the
Supervisor, the Land Commissioner, and Division, HNo land shall be
excluded from a participating area on account of depletion of the
unitized substances, except that any participating area established
under the provisidns of this unit agreement shall terminate automatically
whenever all completions in the formatlon on which thé participating
area is based are abandoned. -

It is the intent of thlS section that a participating area shall
represent the area known or reasonably estimated to be- productive in
paylng quantltles but regardless of any revision of the partlclpatlng
- area, nothlng herein contained shall be construed as requiring any
retroactive adjustment for production obtained prior to the effective
date of the revision of the part1c1pat1ng area.

In the absence of agreemenr at any time between the Unit Operator
and the Suvervisor, ‘the Land Commissioner, and State Division; as to
the proper ‘definition or redefinition of a participating area, or
unt11<a‘part1c1pat1ng area has, or areas have, been establlshed as
provxdeﬂ herein, the portion of all payments affected thereby shall be
impounded in ‘a4 manner mutually acceptable to the’owners of working
interest and the Supervisor and the Land Commissioner. Royalties due
the United States shall be determined by the Supervisor for Federal
lands, the Land Commissioner for the State lands, and the Division:for
the Fee lands, and the amount thereof shall be’ dep051ted as”directed
by - the Supervisor and the Land Commissioner, and the Division to be
held as unearned money until a part1c1pat1ng area is finally approved
and then &applied as earned or returned in ‘accordance with a determination
of the sum due as Federal and State royalty on the basis of such

approved participating area.

Whenever it is determined, subject to the approval of the Supervisor,
the Land Commissioner, and State Divisidn that a well drilled under >
this agreement is mot capable of- productlon 1n.pay1ng quantltles and
inclusions of the land on which it is situated in a participating ‘area
is unwarranted productlon from such well shall, for the purposes of
settlement. among all parties other than working interest owners, be
“.allocated to the land on which-the well is located unless such land is’
already within the’ part1c1pat1ng area established for the pool or
deposit from which such production is obtained. Settlement for working
“interest beneflts from such a well shall be made as provided in the
unlt operatlng agreement _

SRR, Determlnatlon as to whether a well completed wlthln “the’ U it Area
“prior to the effective date of this agreement is capable of producing
‘unitized substances in paylng quantities shall be deferred until an
initial participating drea is established as a result of the completion
of ‘a well for production:in paying quantities in accordance with
Section 9 hereo: :

M)
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Determination as to whether a well completed within the unit area
prior to the cffective date of this agreement is capable of producing
unitized substances in paying quantities shall be deferred until an
initial participating area is established as the result of the
completion of a well for production in paying quantities in accordance
with Section 9 hereof.

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 unitization area for drilling, operating, camp and other
production or development purposes, for repressuring or recycling in
accordance with a plan of development approved by the Supervisor, Land
Commissioner, and State Division, or unavoidable loss, shall be
deemed to be produced equally on an acreage basis from the several
tracts of unitized land of the participating area 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 said production as the number of
acres of such tract included in said participating area bears to the
total acres of unitized land in said participating area, except that
allocation of production hereunder for purposes other than for settlement
of royalty, overriding royalty, or payment out of production obligations
‘of the respective working interest owners, 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 participating .
~area. If any gas produced from one participating area is used for
repressuring or recycling purposes in another participating 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
so-produced for sale and such gas shall be allocated to the participating

area from which initially produced as such area was defined at the
time of such final production. :

13, DEVELOPMENT OR OPERATION OF NON-PARTICIPATING LAND OR FORMATION.
Any party hereto owning oxr controlling the working interest in amny

unitized land having thereon a regular well location may with the
approval of the Supervisor, and the Land Commissioner, and the State
Division as to Fee Lands, at such party's sole risk, costs and expense,
drill a well to test any formation for which a participating area has
not been established or to test any formation for which a participating
area has been established if such location is not within said partici-
pating 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 such well drilled as-aforesaid by a working interest owner
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 operating agreement.

If any well drilled as aforesaid by a working interest owner
obtains production in quantities insufficient to justify the inclusion
of the land“upon which such well is situated in ‘a ‘partieipating area,

-~ such well may be operated and produced by the party drilling the same

“subject to the conservation requiréments of this agreement. The
rovalties 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 any State and any

royalty owner who is entitled to take in kind a share of the substances
now unitized hereunder shall hereafter be entitled to the right to

take in kind its share of the upitized substances, and the Unit
_ Operator, or the working interést owner in case of the- operation of a




'consolldated lease.

- or his duly authorized representat1ve

unltlzed sﬁbstances shall be conducted to provide for the most cconomical

well by working interest owner as hexein provided for 1in special
cases, shall make deliveries of such royalty share taken in kind in

‘confu:mrty with the appllcable contracts, laws, and regulations.

Settlement for royalty interest mnot Laken in kind shall be made by
working interest owners responsible therefor under existing contracts,
laws, and regulations, or by the Unit Operator, on or before the last
day of each month for unitized substances produced during the preceding
calendar month; provided, however, that nothing herein contained shall
operate to relieve the lessees of any land from their respective lease
obligations for the payment of any royalties due under their leases.

I1f gas obtained from lands not subject to this agreement is

-introduced into any participating area hereunder, for use in repressuring,

stimulation of production, or increasing ultimate recovery, in conformity
with a plan of operations approved by the Supervisor and the Land
Commissioner, and the Division, a 1iée amount of gas, after settlement

as herein prov1ded for any gas transferred from any other participating
area and with appropriate deduction for loss from any cause, may be
withdrawn from the formation into which the gas is introduced, royalty
free as to dry gas, but not as to any products which may be extracted
therefrom; prov1ded that such w1Lhdrawal shall be at such time as may

be provided in the approval plan of operations or as may otherwise be
consented to by the Supervisor, the Land Commissioner, and the Division,
as conforming to good petroleum englneerlng 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 délivered 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 regulatlon provided, that for leases on which
the royalty rate depends on the dally average production per well,
said average production shall be determined in accordance with the
operating regulations as though each participating area were a single

Royalty due on account of State lards shall be computed and paid N : SO
on the b331s of all unltlzed substances allocated to such lands. , T

15 RENTAL SETTLEMENT. Rental or minimum royaltles due on
leases committed hereto shall be paid by working interest owners
responsible therefor under existing contracts, laws, and regulationms,
provided that nothing herein contained shall operate to relieve the
lessees of any land from théir respective lease obligations for the
payment of any rental or minimum royalty due under their leases.
Rental or minimum royalty for lands of the United States ‘subject to
this agreement shall be paid at the rate specified in the respective )
‘leases from the United States unless such rental or minimum Yoyalty is LA
waived, suspended, or reduced by law or by approval of the Secretary ‘ R

Rentals on State of New Mexico laids subject to this agreement
shall be paid at the rates specified in the respective leases. i

W1th reSpect to any lease on non-Federal land contalnlng provisions :
which would terminate such lease unless drllllng operations are '
commenced upon the land covered thereby. within the time therein ) ERE R
spe01f1ed or rentals are paid for the pr1v1lege of deferring such _ ,
drilling operations, the rentals required thereby shall, notwithstanding
any. other prOVL51on of this agreement, be deemed to accrue and become _
payable durlng the term.thereof as extended by this agreement and R P
until the requ1red dr1111ng operatlons are commenced upon ‘the land - RPN
covered thereby or until some portion of such land 1s 1ncluded w1th1n PN :

a part1c1pat1ng area. }

SN

16 CONSERVATIOV Oneratlons hereunder ‘and producLlon of .

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 such measures as the

‘Superv1sor and Land Commlsswner deems appropriate and adequate to
prevent drainage of unitized substances from unitized land by wells on

land not subject to this agreement.

18. LEASES AND CONTRACTS CONFORMED AND EXTENDED. The terms,
conditions, provisions of all leases, subleases, and other contracts
relating to exploration drilling, development, or operation for oil or
gas on lands committed to this agreement are hereby expressly modified
and amended to the extent necessary to make the same conform to the
provisions hereof, but otherwise to remain in full force and effect;
and the parties hereto hereby consent that the Secretary, as to
Federal leases and the Land Commissioner, as to State leases, shall
and each by his approval hereof, or by the approval hereof b_,r his duly
authorized representative, does hereby establish, alter, change, or

‘revoke the drilling, procducing, rental,” minitum royalty, and royalty

requirements of Federal and State leases committed hereto and the
regulations in respect thereto to conform said reguirements to the
provisions of this agreement, and without limiting the generality of

‘the foreg01ng, all leases, subleases, and contracts ‘are particularly

modified in accordance with the folloxung

(a) The development and operatlng ‘of lands subject to this
agreement under the terms thereof shall be deemed full performance of

all obligations for development and operatlng with respect to each and

- every separately owned tract subject to this agreement, regardless of

whether there is any develooment of any partlcular tract of the unit

: area

. (b) Drllllng and produc:mcr operatlons performed hereunder upon
any tract of the unitized lands will be accepted and deemed to be

'perforrled upori 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 31tuated on the land therein embraced.

(c) Susnenelor: of drilling or oroduc:mg oneratlons on all

~unitized lands pursuant to direction or consent of the Secretary and

the Land Commissioner, or his du]v authorlzed representative, shall be

-Ldeemed to constitute such suspension pursuant to such dlrectlon ‘or
‘consernt as to each and every tract of unitized land. A suspension of

drilling or producing operations limited to specified lands shall be
appllcable only to such lands.

(d) Each lease, sublease, or contract relating to the ‘exploration,

‘drilling, development ‘or operation for oil or gas’ of linds 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 terms 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 1ease for a fixed term of t:wenty (20) years or
any renewal thereof or any part of such lease which is made subject to

this agréement shall continue in force beyond the term provided

therein until the termination hereof. Any other Federal lease committed

hereto shall continue in force beyond the term so prov1ded ‘therein or
by law as to the land committed so long as S‘.M...h lease remains subject

hereto, provided that productlon is had in paying" quantltles under

this unit agreement pr10r> to the expiration date of the term of such

lease, or in the event’ actual drilling-operations-are comméncéd on

"f't'j"nltlzed '1and, in accordance with the provisions of this agreement,
prior to the end of the primary term of such lease and are being

| 'dllz.gently prosecu
‘two’ years and so long théreafter as oil or gas is produced in paying

" quantities in accordance Wlth the provisions of the Mlneral Leasing

‘At ‘that time, such lease shall be extended for

Act Rev131on of 1960C.

t

(f) Each sublease or contract relatlng to the operation and
development of unitized substances from lands of the. United States
comnitted to this agreement, which by its terms would expire prior to

‘the time 'at.’ which the underly:mg lease, as extended by the 1mmedlate1y

. i

v,




* .preceding pavagraph, will expirc, is hereby extended beyond any such
term s0 provided therein so that it shall be continued in full force
and effect for and during the term of the underlying leasc as such

term is herein extended.

£ : (g) The sepregation of any Federal lease committed to this
agreement is governed by the following provision in the fourth paragraph
of Sec. 17 (j) of the Mineral Leasing Act, as amended by the Act of 1
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 v
plan shall be segregated into separate leases as to the lands committed ;
and the lands not committed as of the effective date of unitization: f
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 segregatlon and so long
“thereafter as”oil or gas is produced in paying quantities."

TR AR
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(h) 1In the event the Initial 1est Well is commenced prior to the
expiration date of the shortest term State lease within the Unit Area,
any lease embracing lands of the State of Wew Mexico which is made

" subjezt to this agreement, shall continue in force beyénd the term ? -
provided therein as to the lands committed hereto until the termination ~ ’

hereof .

(i) Any lease embrac1ng lands of the State of New Hexico having !
only a portion of its lands committed hereto, shall be segregated as {
to the portion committed and the portion not committed, and the terms ' .
- of’ such lease shall apply separately to such segregated portions L
% ‘ commencing as of the effective date hereof; provided, however, not-
withstanding any of the provisions of this agreement to the contrary
any lease embracing lands of the State of New Mexico hav1ng only a - e
portion of its lands committed hereto shall continue in full force and . .
effect beyond the term prov1ded therein as to all lands embraced in
o such’ lease, if 0il ox ‘gas is discovered and is capable of being _
-8 - ‘produced in paying quantltles from some part of the lands ‘embraced in S R gi
'~ such lease at the expiration of the secondary term of- such ledse; or ‘ I I e
o 4 if. at the exolratlon of the secondary term, the lessee or the Unl* Hhe
o Ooerator is then engaged in bona fide drilling or reworxlng operatlons B R R
= : ‘on some part of the lands embraced in ‘such lYease, the same as to all
3 lands embraced therein, shall remain.in full force and effect so long
' as such operations are being diligently prosecuted, and if. they result
_ir‘ the production of oil or gas; said lease shall continue in full
force and effect as to all o the lands embraced therein, so long.

L thereafter as o0il or gas in paying quantltles is being produced from

i any portion of said 1ands
2] _ (3) -Any lease embrac1ng lands of the State of HNew Mexico whlch ; e flg,n
5y is made subject to this agreement, shall continue in force beyond the o B
5 » term prov1ded therein as to the lands commltted hereto until the

3 “termination hereof, subject to the provisions of subsectlon (e) of -

% Section 2 and subsection (i) of this Section 18.

o (k) Any lease, other thah a’ Federal lease, ‘having onlv a portlon
of its lands’ cormitted hereto shall be segregated as to the’ portion . :
committed and the portion not committed, and the provisions of such : Lo L .
: lease shall apply separately to such segregated portions commenéing as ‘ B RN R AN
: of the effective date hereof. 1In the event any such lease provides
for a lump sum rental payment such payment shall be prorated between
the portions so segregated in proportlon to the acreadge of respectlve

tracts.

22 .19, COVENANTS RUN WITH LARD. _The covenants_herein shall be .
coristrued to be covenants running Ulth the land u}th resp‘ct to the

’ interest of the partles hereto”and their successors in interest until
‘this agreemen _terminates, .and any grant, transfer, or conveyance, or
interest in 1 r'leases subJect hereto ‘shall be and hereby is
conditioned upon he assumption of all pr1v1lcges and’ obllgatlons‘~~
he¥eunder by the grantéc, transferee, or other successor in interest. ,
No assignnent or transfer of any’ worklng 1nter t r,yalty, or othér - R

“interest subJect 2 shall be blndlng upon nit Operator until the o o
first ‘day of the calendar month after Unit Operator is. furnished the '
orlglnal photostatlc; or certified copy of the 1nstrument of transfer

JR - o -11- - | ok




_— 2(_}. EFFECTIVE DATE AND TERM. This agreement shall become ‘ , :
effective upon approval by the Secretary and the Land Commissioncer or ' k

his duly authorized representative, and shall terminate five (5) vears
from said effective date unless:

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

et E FEp il S

(b) it is reasonably determined prior to .the expiration of the
fixed term or any extension thereof that the unitized land is incapable.
of production of unitized substances in paying quantities in the
formations tested hereunder and after notice of intention to terminate
the agreement on such ground is given by the Unit Operator to all
paities - in interest at their last known addresses, the agreement is !
terminated with the approval of the Supervisor and the Land Commissioner, !
or

i e i

(c) a valuable discovery of unitized substances has been made or
accepted on unitized land during said initial term or any extension
thereof, in which event the agreement shall remain in effect for such
term and so long as unitized substances can be produced as to federal {
lands, and are being produced as to State Lands in quantities sufficient
to pay for the cost of producing same from wells on unitized land
within any participating area established hereunder and, should production
cease, s0 long thereafter as diligent operations are in progress for
the restoration of production or discovery of new productioén and so .

"long thereafter as unitized substances so discovered are produced as 3 -
aforesaid, or : ' ,

~(d) it is terminated as heretofore provided in this agreement. , e
This agreement may be terminated at any time by not less than 75 per . T h
centum, on an acreage basis, of the working interest owners signatory ' R,
hereto, with the approval of the Supervisor and the Land Commissioner;
notice of any such approval to be given by the Unit Operator to all
"parties hereto. 4 2 : ’

, 21. RATE OF PROSPECTING, DEVELOPMENT, AND PRODUCTIOIN. The
Director is hereby vested with authority to alter or modify from time
‘to time in his discretionr the quantity and rate of production under
this agreement when-such quantity’and rate ig.not fixed pursuant to
Federal or State law or does not conform to any statewide voluntary
conservation or allocation program, which is established, recognized,
and generally adhered to by the majority of operators in such State,
such authority being hereby limited to alteration or modification in
the public interest, the purpose heredf and the public interest to be
served thereby to be stated in the orxrder of alteration or modification.
‘Without. regard ‘to the foregoing, the Director is also hereby vested

“with authority to alter or modify from time to time in his diséretion
~ the rate of prospecting and development and the quantity and rate of
production under this agreement when such alteration or modification .
is in the interest of attaining the conservation objectives stated in
this ‘agreement and is mnot 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 prospecting and developing in the absence of the specific
written approval thereof by the Commissionexr and as to any lands of
- the State of New Mexico or privately owned lands subject to this-
~agreement as to the quantity and rate of production in the absence of .
- specific written approval theredf by the Division. : ‘

... 'Powers in ‘this section vested in the Director shall only be
exercised aftexr notice to Unit Operator and opportunity for hearing to
be 'held not less than 15 days from notice. ~ ‘

14

APPEARANCES. Unit Operator shall, aftér notice to other , )
ectéd, have the right to appear for and on behalf of any B T
d all interests affected hereby' before the Department of.the Interior g
mmissioner-of > Lands and the Division:-and toj appeal.
rs issued under the regulations of said Department ‘or Land’
ioner ox to apply for relief from any of'said regulations or in
roceedings relative- to operations before the Department of the
2ior or the Land Commissioner, or the Division,.or any other

&y
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legally constituted authority; provided however, that any other
interested party shall also have the¢ right at his own expense to be
heard in any such proceeding. - :

23, NOTICES. All notices, demands, or statements required
hereunder to be given or rendered to the parties hereto shall be
deemed fully given if given in writing and personally delivered to the
party or sent by postpaid registered or certified mail, addressed to
such parties at their respective addresses sct forth in connection
with the signatures hereto oxr to the ratification or consent hereof or
to such other address as any such party may have furnished in writing
to party sending the notice, demand or statement.

24, NO WAIVER O CERTAIN RIGHTS. Nothing in this agreement
contained shall be construed as a waiver by any party hereto of the

right to assert any legal or constitutional right or defense as to the

validity or invalidity of any law of the State wherein said unitized
lands are located, or of the United States, or regulations issued
thercunder in any way affecting such party, or as a waiver by any such
party of any right beyond his ox its authority to waive.

25. UNAVOIDABLE DELAY. All obligations under this agreement
requiring The Unit Operator to commence or continue drilling or to
operate on or produce unitized substances from any of the lands
covered by this agreement shall be suspended while the Unit Operator
despite the exercise of due care and diligence is prevented from
complying with such obligations, in whole or in part, by strikes, acts
of God, Federal, State, or municipal law or agencies, unavoidable
aceidents, uncontrollable delays. in transportation, inability to
obtain neccessary materials in open market, ox other matters %éyond the

freasonablefcontrolfof the Unit Operator whether similar to matters
" herein enumerated or not. No unit obligation which is suspended under

N

this section shall become due less than thirty (30) days after it has
been determinéd that the suspension is no longer applicable. Determina-
tion of creditable "Unavoidable Delay” time shall be made by the Unit '

-Operator subject to approval of the Supervisor and the Land Commissioner.

26. NONDISCRIMINATION. In comnection with the performance of
work under this agreement, the operator agrees to comply with all the
provisions of Section 202(1) to (7) of Executive Order 11246 (30 F.R.
12319), as amended, which are hereby incorporated by reference in this
agreement.

27. TOSS OF TITLE. 1In the event title to any tract of unitized
land shall™fail and the true owner cannot be induced 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*bénefits 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, as to Federal and
State land or leases, no paymefits of funds due the United States or
the State of New Mexico should be withheld, but such funds shall be
deposited as directed by the Supervisoi and such funds of the State of
New Mexico shall be deposited as directed by the Land Commissioner, to
be held as unearned money pending final settlement of the title
dispute, and then applied as earned or returned in accordance with
such final settlement. :

Unit Operator as such is relieved from any responsibility for any

defect or failure of any title hereunder.

28.  HON-JOINDER AND SUBSEQUENT JOINDER. If the owner of any
substantial interest in-a tract within” the unit area fails or refuses
to subscribe or consent to this agreement, the owner of the working
interest in that tract may ‘withdraw 'said tract from, this agreement by
written notice delivered to the Supervisor, the Land>Commissioner; and
the Division and the Unit Operator’prior to the approval of this ~
‘ the Land Commissioner, and the Division:
ands within the unit area not committed . -

agreement by the?SU%ervith,
‘Any oil or gas interest in 1

. hereto prior to submission of this agreement fér final approval may

thereafter be committed here

-13-

‘ to by the owner or owners thereof subscribing
_ or consenting to this agreement, and, if the interest is a working
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~after the surrendered or forfeited working-inte
vested in the fee owner, the benefits and obl

>

Jdnceresit, by the ovner of such interest also subscribing to the unic

operating agreement. After operations are commenced hereunder, the
right of subsequent joinder, as provided in this section, by a working
interest owner is subject to such requirements of approvals, 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
interest 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 interest. A
non-working interest may not be committed to this unit unless the
corresponding working interest is committed hercto. Joinder te 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 committed to this unit agrecment.
Except as may othexwise 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 Land Commissioner, and

the State Division 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 made within sixty
(60) days by the Supervisor, the Land Commissioner, or the State
Division, provided, however, that as to State lands all subsequent

joinders must be approved by the Land Commissioner.

29. 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‘counterpart, ratification, or consent
‘heréto 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 tlie above-described unit area.

. 30. SURRENDER. Nothing in this agreement shall prohibit the
exercise by any working-interest owner of the right to surrender

‘vested in such party by any lease, sublease, or operating agreement as

to'all or any part of the lands covered thereby, provided that each
party who will or might acquire such working interest by such surrender

‘or by forfeiture as hereafter set forth, is bound by the terms of this
ragreement. ' : ‘

1f, as a result of any such surrender, the working intérest

"rights as to such lands become vested in any party other than the fee

ovner:of the unitized substances, said party may forfeit such rights
and further benefits from operation hereunder as to said land to the
party next in the chain of title who shall be and become the owner of
such working interest. _

1f, as the result of any such surrender or forfeiture, working

interest rights become vested in the fee owner of the unitized substances,
.ﬁuch owner may: » , v ,

(1) Accept those workinginterests rights subject to this agreement
and the unit operating agreement; or

(2) Lease the portion of such land as is included in a participating

area established hereunder subject to this agreement and the unit

operating agreement.

) ProViﬁé'fbr the independent operation of any part of such
land that are not then included within a participating area established

‘héreunder.

__If the féé owner ‘of ‘the unitized substances does not accept the

‘working-interest rights. subject to this agreement and the unit operating

d within six (6) months

agreement "or lease, such lands as above-provided v in's )
afi st rights becorie

=L, AHe TLLS < lgat : tic
aceruing to such lands under this’agreement and the unit operating

“agreement shall be shared by the remaining owners of unitized working

-l ,’I“ . /

’

ions 'of ‘operations o
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interests in accordance with their respective working iunterest owanerships, _

. and such owners or working interests shall compensate the fee owvner of

unitized substances in such lands by paying sums egual to the rentals
minimum royalties, and royalties applicable to such lands under the
lease in effect when the lands were unitized.

| ¥ An appropriate accounting and settlement shall be made, for all
f ’ benefits accruing to or payments and expenditures made or incurred on
behalf of such surrendered or forfeited working interest subsequent to
, the date of surrender or forfeiture, and payment of any moneys found
to be owing by such an accounting shall be made as between the partles
within thirty (30) days. In the event no unit operating agreement is
i in existence and a mutually acceptable agreement between the proper
parties thereto cannot be consummated, the Supervisor may prescribe
such reasonable and equitable agreement as he deems warranted under

the circumstances.

The exercise of any right vested in a working-interest owner to

o reassign such working interest to the party from whom obtained shall
be subject to the same conditions as set forth in this section in

regard to the exercise of a right to surrender.

i F

31. TAXES.- The working-interest owners shall render and pay for
their account and the account of the royalty owners all valid taxes on
or measured by the unitized substarices in and under or that may be
produced, gathered, and sold from the land subject to this contract-
after the . effective date of this agreement, oxr upon the proceeds
derived therefrom. The working-interest owners on each tract shall
and may charge the proper propoxtion of said taxes to the royalty
owriers having interests in said tract, and may currently retain and :
deduct sufficient of the unitized substances or derivative products, |
or net proceeds thereof from the allocated share of each royalty owner ‘
to secure reimbursement for the taxes so paid. No such taxes shall be j
charged to the United States or the State of New Mexico or to any i e
lessor who has a contract with his lessor who has a contract w1th his i

lessee whlch reguires the lessee. to. pay such taxes.

- 32. NHO PARTNERSPIP It is expressly agreed that the relation of
the- partleq hereto is that of independent contractors and nothlng in
this agreeﬂent contained, expressed, or implied, not any operations
shall create or be deemed to have created a

conducted hereunder,
‘paltnershlp ox assoc1atlon between the parties hereto or any of them.

 33. CONFLICT, OF SUPERVISION Neither the Unit Operator nor the
worklng -interest owners, nor any of them, shall be subject to any - '
forfeiture, termination, or expiration of any right hereunder or under
any leases or contracts subjeéct hereto, or to ‘any penalty or liability
on account of delay or failure in whole or in ‘part to comply with any
applicable provisions thereof to the extent that the said Unit Operator
or the working-interest ownérs, or any of them, are ‘hindered, delayed, i
or prevented from. complylng thereWLth by reason of failure of the Unit v
Operator to obtain, in the exercise of due diligence, the concurrence |
of -proper: representatives of the Unlted States and proper representatives
of the State of Hew Mexico in and about any matters or_ things concerning
which it is required herein that such concurrence be obtained. The :
parties hereto, 1nclud1ng the State Division, agree that all powers e

and authority vested in the State Division in and by any provisions of
this agreéement adre vested in the State Division and shall be exercised
by it pursuant to the provisions of the laws of the State of New N
Mexico and.subject in any case to appeal or.judicial review as may now
or hereafter be provided by the laws of the State of Hew Mexico.

34. SURFACE AND ENVIRONMENTAL PROTECTION STIPULATIONS. Nothing
in this agreement shall modify or change either the special Federal
Lease stipulations relating to surface managment or such special ;

Federal Lease stipulations relatlng to surface and environmental
“attached to and made a part of, 0il and Gas Leases coverlng

protectlo-,
lands within the Unit Are“.

TR
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. Attest:

- Secretary

I WITNESS WHEREOF, the parties hereto have ciaused this agreoment
‘to be executed and have set opposite their respective names the date
of execution.

"Unit Operator"
MONSANTO COMPANY

Attast: i Z‘IA\ J »
L (‘/%: 7{;55]

Secretary ttorney-in-Fact
fidland National Bank Tower

Date Midland, Teras 79701

7_/7;yo

Midland, Toxas 79701

LOIS G, WILLIAMSOR,
Wife of J.C. Williamson

P, 0. Box 16 ,
Midland, Texas 79701

CONOCO INC.

T—/7-8D

By

Attorney-in-Fact

‘ ' . ' Gibraltar Savings Center
Date i : S o
a - ~ Midland, Texas ;9701
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STATE OF  TEXAS )
: ) ss
- COUNTY OF MIDLAND ) /
f—
The foregoing instrument was ac}nowledged before me this /7
day of (Al/i// , 1980, by J.C. WILLIAMSON and LOIS G,
WILLIAMSON, his w:Lfe :
- 4 ‘ otar ic ~pH—
‘_ My_commlssion expires:
//*5&'{@

STATE OF _ TEXAS _ ).

COUNTY OF QMW >
The er"egoing instrument was acknowledgédbefore me this 28 L/

| , 19€0, by KREDERIC TIETZ | ,

ATTORNEY (R (A 'MONSANTO COMPANY - ,

_corporation, for and on behalf of said corporation. |

S : ‘ liotary Public =~ e
Iin comr'nlss:ton expires: MARVEL B. NICELY

JANUARY- 31, 1981 .

<" STATE OF = Dy
B ) ss
COUNTY OF _ D

The forego:mg instrument was acknowledged before me this

day of , 1980, by - , | ,
of CONOCO INC., a corporaction,

J for and "dt‘i”béh’alf of sa.id corporation.

SR . Notary Public
- My commission expires:
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B ’ v EXHIBIT "B'" TO UNIT AGREEMENT .
“ BACK BASIN UNIT
. LEA COUNTY, NEW MEXICO
Tract Description of Land Serial No. Lessee of Basic Roy. Overriding Royalty Working Inte
No. and No. Acres & Lease Date - Record & Percent. Owner & Percentage Owner & Perc
' FEDERAL LEASES: ALL IN TOWNSHIP 23 SOUTH, RANGE 34 EAST, N.M.P.M.
}
L 1. Sec. 17: Sk LC 065194 - Conoco Inc. USA Helen M. Kolliker (widow of Conoco Inc.
(320) 5/1/51 12.5% R.S. Magruder) 1%
: Ft. Worth Nat'l. Bank,
) Trustee, Estate of
R.S. Magruder, Trust 1059 1%
Alfred S. Blauw 00125 %
Charles F. Montgomery .00125 %
Edwin S. Raymond .00125. %
J.G. Thornhill .00125 %
Tom I. Ingram .0021875%
Eugene E. Nearburg -,0010937%
Arma A. Reischman .0010938%
2. Sec: 17: Nk N1 18304 *J.C. Usa Lunar 0il & Gas » 5% J.C. Willia
(320) Williamson 12.5% Great Basins Petrol. Co. 5% 0
- H & F Investments 17
Mark B. McFeeley, Trustee YA
Lois G. Williamson .75%
Florence M. Curry .25%
3, Sec. 20: All N4 18306 *J.C. USA Lunar 0il & Gas 5% | J.C. Willia
(640) ‘ ‘ Willizmson 12.5% Great Basins Petrol. Co.’ -~ 5% ‘
H & F Investments 17
Mark B. McFeeley, Trustee . 5%
Lois”G. Williamson .75%
Florence M. Curry .25% !
4, ~Sec 29: EX, SWk - M 18307 *J.C. USA Lunar 0il’& Gas ' 5% J.C: Willia
(480) Williamson 12.5% Great Basins Petrol. Co. 5% ‘

Ratliff Exploration Co. 247, PPI

TOTAL “F'EDERAL ACREAGE (4 Tracts): 1,760 acres

-1-
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EXHIBIT "“B" TO UNIT AGREEMENT
BACK BASIN UNIT
LEA COUNTY, NEW MEXICO

r1al No. Lessee of 'Basic Roy. Overriding Royalty Working Interest
.ease Date Record & Percent. Owner & Percentage Owner & Percentage

[P 23 SOUTH, RANGE 34 EAST, N.M.P.M.

065194 Conoco Inc. UsSA Helen M. Kolliker (widow of Conoco Inc. - 1007
1/51 ' 12.5% R.8. Magruder) 1%
Ft. Worth Nat'l. Bank,
- Trustee, Estate of
R.S. Magruder, Trust 1059 1%

Alfred S. Blauw .00125 %
~Charles F. Montgomery .00125 % : o
"Edwin S. Raymond 00125 % i
- J.G. Thornhill .00125 7% ‘ L
Tom I. Ingram .0021875% ‘
Eugene E. Nearburg .0010937%
Amma A. Reischman .00109387%
*J.C. Uusa  Lumar 0il & Gas “ 5% J.C. Williamson - 100% i
Williamson 12.5% ‘Great Basins Petrol. Co. 5% \
H & F Investments 1% \
Mark B. McFeeley, Trustee 5%
1ois G. Williamson . 75%
_ Florence M. Curry .25%
*J.C USA Lunar Oil & Gas 5% J.C. Williamson ~ 100%
Williamson = 12.5% Great Basins Petrol. Co. 5%
" H & F Investments 1% C
Mark B. McFeeley, Trustee . 5% e
Lois G. Williamson .75% ST
) Florence M. Curry .25% '
CRILCL USA Linar 0il & Gas % J.C. Villiamson - 100% sl
- Williamson 12.5% Great Basins Petrol. Co. 5% E ' e
‘ Ratliff Exploration Co. 2% PP1 ) ‘ L

{1,760'acres

- IR
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EXHIBIT "B" TO BACK BASIN UNIT AGREEMENT (continued)

Tract Description of Land Serial No. Lessee of Basic Roy. Overriding Royalty
- No. and No. Acres & Lease Date Record & Percent,. Owner & Percentage

STATE LEASE:
5. Sec, 29: N 1G 8378 J.C. State N.M.  J.C. Williamson 4.5834%,
(160) ' 6/1/80 Williamson  12.5% Max E. Curry 4, 58347,

Daroyl R. Curry 1.66667%
BillyStapler 1. 6666%

Assignment Peﬁdiﬁg Approval (Great Basins Petroleum Co.-Williamson)

AL STATE ACREAGE: 160 acres - 8.33% of Unit
OTAL FEDERAL ACREAGE: 1,760 acres - 91.67% of Unit
'TOTAL UNIT ACREAGE: I\,gzﬁ acres.

-2~
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SREEMENT (continued)

v

2l No. Lessee of Basic Roy. Overriding Royalty \Working Interest
ige Date Record & Percent. Owner & Percentage Owner & Percentage

J.C. State N.M. = J.C. Williamson 4.5834%, J.C. Williamson - 100%
Williamson  12.5% Max E. Curry _ 4.5834%, i

Daroyl R. Curry © - 1.66667%

Bill Stapler 1. 66667

sﬁ;; 8.33%”of Unit
s - 91.67% of Unit
o

o
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ufor and on behalf of said Corporat1on.

CONSENT AND RATIVICATLION
BACK BASTN UMIT ACREEMENT
LEA COUNTY, NEW MEXICO

The undersigned, (whether one or more) hereby acknowledgzs receipt of a copy of
the Unit Agreement for the Development and Cperation of the Back Basin Unit Area
embracing lands situated in Lea County, New Mexico, which sald agreement is dated
the Scventeenth day of July, 1980, and acknowledge that they have read the same
and are familiar with the terms and conditions thereof. The undersigned, also
being the owners of the leasehold, royalty, or other intcrestsvin the lands or
minerals embiacedwin said Unit Area, as indicated on the schedule attached to said
Unit Agreement as Exhibit "B", do hereby commit all of their said interests to the
Back Pasin Unit Agreement and do hereby cousent thereto and ratify all of the terms
and provisions thereof, exactly the same as if the undersigned had executed the
original of said Unit Agreement or a counterpart thereo£

IN WITNESS WHEREOF, this instrument is executed by the undersionad ‘as of the date
set forth in their respective acknowledgments. )

TRACT NOS. 2, 3, 4, and 5

Address: CoLA PETROLEUM, INC. A//

619 West Texas, Suite 200

Midland, Texas 79701

| | . INDLVIDUAL
STATE OF . ¥

'COUNTY OF Ly

The foregoing instrument was'aCRnowledged before me this day of

» 1980, by : .
Notary Public in and for
County,

My Commission Expires:

(Typed name of Notary)

Notary Publlc in and for
County,

‘Bonnie Atwater. “ s
(Typed name of Notaxy) :

CORPORATE
COUNTY OF MIDLAND ,'}_I
s . ﬁ$he’§qre301ng 1nstrument was acknowledged before ‘me” this '25th dayléf
July 1980 by "7, B, Garber . __who is__ is___
Presment ~of - Cola Petroleum, Inc. . _a _Texas Corporation,

RS
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-~ CONSENT ANMD RATIPICATLON
BACK BASTN UNLT ACRELMENT
LEA COUNTY, NEW HEX0CO

The undersigned, (vherher one or more) hereby acknowledges receipt of a copy of
the Unit Agreenment for the bevelopment and Operation of the Back Baskn Unit Area
(embl:n‘(‘:‘ing lands situated in Lea County, Mew Mexico, which si :'l agreement. i dated
the .‘:éventcen(:h day of July, 1980, and acknowledge that they have read the same
and are fawiliar with the terms and conditions thereof. fhe undercizned, also
being the owaers of the leaschold, royalty, or olthay inlerests in the dands or
winerals embraced in said Unit Arca, as indicated on the schedule attached to saild
tnit Agreement as Exhibit "B", do hercby commit all of their sald interests to the
Back Basin Unil Agrecement and do hercby consent therceto and ratify all of the terms
and provisions thercof, exactly the same as if the undersigned had exacuted the
original of said Unit Agreement- or a counterpart. -thereof.

IN WITNESS WHEREOF, this inskruinent is executed by the undersigned as of the date

set forth in their respective acknowledguents.

TRACL NOS. 2, 3, 4,.and

é‘ddress :

1201 North Big Spring

Midland, Texas 79701
o | INDLVIDUAL )
STATE OF TEXAS i S : '
COU\ITY OF MIDLAND I o _ PR .
The foreg(nng :mstrument was acknowlpdged before me ths Q?S’ ze day of
LZ«;, , 1980, by Max Curry and Florence Curry, his wife .
4 S D Lt A
U My Commission Expires: Hotary velic fr—;-n"r;:i"zo: s -
o Cmmty, :
é_‘,ou 8. ‘ |
__Linda Walker : .
(iyp.—-d Hame of Motacy)
CORPORATE ‘
STATE OF TERAS X ) o T
COUNTY OF X - B
The fordgoing instrument was acknowledged before me this e L day of
o ., 1980, by . L who is
T of ' L , : o .a (‘orporatma,
for and on behalf of said Corporation.
My Commisstion Explres: _ ; L ,
Notary Public in aud for
) Couuty, =

(Typad wame of Worary)

SO

%i
H
EX
£
5.
iy
3
3
3
ne




CONSENE AND RALTELCATION
BACK BASIN UNTT ACGRELMENT
LEA COUNTCY, NEY MEXICO

The undvl,lgnod (whether one or nore) hereby acknowledges receipt of a copy of
the Unit Agreement for the Development and Operation of the Back Basin Unit Arcs
enbracing lands situated in Lea County, Mew Mexlco, which said agreemsnt fs.dated
the Seventeenth day of July, 1980, and a(Lnowlcdyv that: they bhave read the sans
and are familiar meh the terms md condibions thexcof.  The undersigned, also
being the owaers of the leaschold, royalty, orv other iﬁtercsts in the lands or
minerals embraced in said Unit Arca, as indicated on the schedule attached to said
Unit Agreement as Exhibit Y“BY, do hereby commit all of their said interests to the
Back Basin Unit Agreement and do hereby conscnt thereto and ratify all of the terws
and"provisiOns thercof, exaclly the same as if Lhe undersigned had exzcuted the
original ‘of saiﬂ Unit Agreement or a counterpart thereof.

IN WITNESS WHERPOF,\ i instrument is executed by thenundersigned as of the date

set forth in theix resgpective acknowledguents.

TRACT NOS. 2, 3, 4, and 5

Address: = » FLORIDA EXPLORATION COMPANY

Suite 900 N B ﬁﬁfflefi;§?’/A 4¢¢<J

Vaughn Building
Midland, Texas 79701- : ) " ATTEST:

B . INDIVIDUAL
STATE OF . X

COUNTY OF S ¢ S . o

The for3801ng 1nstrument was acknowledged before me this ___ day of .

, 1980, by - : : .

My Commission Expires: e T R B :
7 € P > 5 Notary Yublic in aad for

County, ' IR o

(lypcd name Of o.ACj)

CORPORATE

' STATE OF TEXAS X

COUNTY OF  MIDLAND |

S The for6301ng 1nerument uqq acknowledoed before me‘ths 25._;41 day of

o July -, 1980, by __ Jin R. Williams 2 vho is_Vice
Rresidentw"__‘ of " FLORIDA ‘EXPLORATION COMPANY ‘ _ @& _Texas . Corporatiou,

‘1afor and on hehllf of said Corporation.

J_B

My Comm1 SN prlre : 21 NI
: y Notdry” Public in ald £oy” Midland-
6—4 84 ( : o County Texas N B

Joyce L. Boldin j_mnh-m\

(fyppd nane ofﬁkordryf

“wt
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CONSENT AND RATIFICATION
BACK BASIN UNIT AGREEMENT
LEA COUNTY, NEW MEXICO

The undersigned (whether one or more), 'hereby acknowledges receipt of a copy of
the Unit Agreement for the Development and Operation of the Back Basin Unit Area
embracing lands situated in Lea County, New Mexico, which said agreement is dated
the Seventeenth day of July, 1980, and acknowledge that they have read the same
and are familiar with the terms 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 said
Unit Agreement as Exhibit "B", do hereby commit all of their said interests to the
Back BasinFUnit Agreement and do hereby consent thereto and ratify all of the terms
and provisions thereof, exactly the same as if the undexrsigned had 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 respective acknowledgments. . ,

TRACT NOS. 2, 3, 4, and 5

Address: » LANDIS DRILLING COMPANY

sox 357 » s o Ll
C , : President
ATTEST: M WW/V%
7

Secrefary

Midland, Texas 79702

INDIVIDUAL
STATE OF X
. COUNTY OF = X
' The foregoing instrument was acknowledged before me thi_(s . day
of s 1980, by; ; : - ‘ : .

‘My Commission Expires:

K «-‘.!;_'{‘"(l/ '4‘;_.4: - : B
‘Mg. ‘Conmi ss i’afn'/‘ “Expires:

Notary Public in and for
County,

(Typed name of Notary)
A o CORPORATE
STATE OF TEXAS X

COUNTY OF MIDLAND X
The foregoing instrument was ackngv}l;d}ed before me thi;;' ] day
s ; 29

3 1980,"17))’ _ frea A )2 Y7/ 2 » who is
g _ ~of.. ' . /I "_ e. 7 sYra¥s, 2 : a
—TPrx s . Corporation, for and on-

. ’ p— —
.FW Copporation.

‘JI 24 , e

5 ary/ Public I amd
[-30-80" _ . : Midland County, Texas
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§§ RATIFICATION OF AGREEMENTS ENTITLED
3 "UNIT AGREEMENT" AND "UNIT OPERATING AGREEMENT"
H BACK BASIN UNTY
é LEA COUNTY, NEW MEX1C(
¥
%
: » o
§ KNOW ALL MEN BY THESE PRESENTS, THAT:
2 WHEREAS, each of the undersigned owners of a royalty interest or-

interests hereby acknowledges receipt of a true and correct copy of
that certain Agreement dated July 17, 1980, entitled 'Unit Agreement,
Back "Basin Unit, Lea County, New Mex1co” Wthh said Agreement is
hereinafter referred to as the Unit Agreement -anc

WHEREAS each of the undersigned owners of a working interest or
interests hereby acknowledges receipt of a true and correct copy of
said Unit Agreement, and a true and correct copy of that certain :
Agreement dated July 17, 1980, entitled '"'Unit Operating Agreement, Back
Basin Unit, Lea County, New Mexico”, which said Agreement is hereinafter
: referred to as the Unit Operating Agreement; and

4
N PR ST 5 BT

%k vy

. WHEREAS, Exhibits "A" and "B'", attached to and made a part of said
,‘ Unit Agreement identify the separately owned tracts which may become a
¥ - part of the Back Basin Unit Area as initially constitutéed, aepen01u5
upon whether such tracts qudalify for inclusion therein as provided in

said Agreement; and -

;* WHEREAS, each of the undersigned represents that it is a Royalty

2 Owner or Working Interest Owner, or both, as defined in said Unit S ,
“ Agreement, in one or more of the tracts identified by said exhibits; and S

WHEREAS, each undersigned Royalty Owner, being familiar with the
contents thereof desires to ratify and confirm said Unit Agreement,
and each" under31gned Working Interest Owner, being familiar with the : o
contents thereof, desires to ratifv and confirm said Unit Agreement e

and said Unit Operatlng Agreement.

~

5.
A L NOW, THEREFORE “each of” the under51gned who is the owner of =
rovalty interest or interests only does herebv ratify and confirm said
K Unit Agreement and each of the undersigned who is the owner of a TR JURN
5 2 working interest or interests only or the owner of both a working ot
interest or interests and royalty interest or interests, does hereby '
S ; ratify and confirm said Unit Agreemeént and said Unit Operating Agreement,
350 each owner with respect to all of its interests in all of the separately
owned tracts identified by said exhlblts thereby becoming a party

2 thereto

IN WITNESS: WHEREOF each of the undersigned parties has executed
this instrument on the date set for*h below op0031te its signature.

Attest \\l:*ut(A \¢ . “. LUN&R OIL & GAS " e R
: \ YNV\Ahzx Jé) (9 A k v£
: R | k | -
\ | ‘ - t%* 7~f¥ 1

Date . _
|

i STATE OF __ TEXAS ) - : R L

g \ | T — ) ss , TR -
COUNTY OF MIDLAND ) L : ' R R
$he foreg01ng 1nstrument was ac%gpw%edged before me thlS :ﬁzﬁidEy 'fft;y ; A

G Irs ., 1980, by V7B ; A
UNAR OIL & GAS a partnershlp, for and oqpﬁehalf of said’partnership.

.'77Le//2/ [?/éLéQﬁ%tz

etary Public

\m -
’”\

Mv com??551on ?XDI

- -
3
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: RATIFICATION OF AGREEMENTS ENTITLED
"UNIT AGREEMENT' AND "UNIT OPERATING AGREEMENT"

BACK BASIN UNI‘
LEA COUNTY, NEW MEXICU

KNOW ALL MEN BY THESE PRESENTS, THAT:

WHEREAS, each of the undersigned owners of a royalty interest or ;
interests hereby acknowledges receipt of a true and correct copy of ;
that certain Agreement dated July 17, 1980, entitled "Unit Agreement, ;
Back Basin Unit, Lea County, New Mexico', which said Agreement is
hereinafter referred to as the Unit Agreement; and ,

WHEREAS, each of the undersigned owners of a working interest or
interests hereby acknowledges receipt of a true and correct copy of
said Unit Agreement, and a true and correct copy of that certain ; 4
Agreement dated July 17, 1980, entitled ''Unit Operating Agreement, Back
Basin Unit, Lea County, New Mexico'', which said Agreement is hereinafter
referred to as the Unit Operating Agreement; and _

WHEREAS, Exhibits "A" and "B', attached to and made a part of said
Unit Agreement, identify the separately owned tracts which may become a
part of the Back Basin Unit Area as initially constituted, depending

upon whether such tracts qualify for inclusion therein as provided in

said Agreement; and _ L

WHEREAS, each of the undersigned répreSencs that it is a Royalty

Owner or Working Interest Owner, or both, as defined infsaid Unit
Agreement, in one or more of the tracts identified by said exhibits; and

WHEREAS, each undersigned Royalty Owner, being familiar with the
contents thereof, desires to ratify and confirm said Unit Agreement,
and each undersigned Working Interest Owner, being familiar with the
contents thereof, desires to ratify and confirm said Unit Agreement

and said Unit Operating Agreement.

NG

NOW, THEREFORE, each of the undersigned who is the owner of a
rovalty interest or interests only does hereby ratify and confirm said L,
Unit Agreement, and each of the undersigned who is the owner of a ‘
working interest or interests only or the owner of both a working
interest.or interests and royalty interest or interests, does hereby
ratify and confirm said Unit Agreement and said Unit Operating Agreement,
each owner with:respect to all of its interests in all of the separately
owned tracts identified by said exhibits, thereby becoming a party

~thereto.
each of the undersigned parties has executed
te set forth below opposite its signature.

v .

—" GREAT BASINS PETROLEUM CO. -

h ,L:.:j- i e P
%_ - T . %4 * o«
1 s s ,-_. o

.- . “ LIRS

........

. »
. .
.........

STATE OF CALIFORNIA ) . USRI
, ss’ - )
COUNTY OF LOS ANGELES ) -
The foregoing instrument was acknowle ged before me thii& i day
of PAvaust ., 1980, by ’ f ¥ el—@ 4
“of GREAT BASINS PETROLEUM CO. , & ; _ corporation for and on .

behalf of said corporation..

- ; o L Ndéhry“?ublic ' » | R ,Af
Mv commission expires: TS5  Ma < . ) e} PR

ORECICIAL S AL

R S : IS
J. S MAREIS Ty

AOHOTATY . LU LORNIA
SPRUL AL WL R ' Ty :
LG 2AGILES COUNTY , ¥ ) ;
- -

&5 Geminisicnbygnes ez, 1982

A
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RATIFICATION OF AGREEMENTS ENTITLED
"UNIT AGREEMENT" AND "UNIT OPERATING AGREEMENT'
BACK BASIN UNIT
LEA COUNTY, NEW MEXICOG

KNOW ALL MEN BY THESE PRESENTS, THAT:

) WHEREAS, each of the”undersigned owners of a royalty interest or
interests hereby acknowledges receipt of a true and correct copy of
that certain Agreement dated July 17, 1980, entitled "Unit Agreement,
Back Basin Unit, Lea County, New Mexico'", which said Agreement is
hereinafter referred to as the Unit Agreement; and

WHEREAS, each of the undersigned owners of a working interest or
interests hereby acknowledges receipt of a true and correct copy of
said Unit Agreement, and a true and correct copy of that certain
Agreement dated July 17, 1980, entitled "Unit Operating Agreement, Back
Basin Unit, Lea County, New Mexico", which said Agreement is hereinafter
referred to as the Unit Operating Agreement; and

WHEREAS, Exhibits "A' and '"B', attached to and made a part of said
Unit Agreement, identify the separately owned tracts which may become a
part of the Back Basin Unit Area as initially constituted, dépending
upon whether such tracts qualify for inclusion therein as provided in

said Agreement; and

WHEREAS, each of the undersigned represents that it is a Royalty

Owner or Working Interest Owner, or both, as defined in said Unit
Agreement, in one or more of the tracts identified by said exhibits; and

WHEREAS, each undersigned Royalty Owner, being familiar with the
contents thereof, desires to ratify and confirm said Unit Agreement,
and each undersigned Working Interest Owner, being familiar with the
contents thereof, desires to ratify and confirm said Unit Agreement

and said Unit Operating Agreement.

NOW, THEREFORE, each of the undersigned who is the owner of a
royalty interest or interests only does hereby ratify and confirm said
Unit Agreement, and each of the undersigned who is the owner of a
working interest or interests only or the owner of both a working
interest or interests and royalty interest or interests, does hereby
ratify and confirm said Unit Agreement and said Unit Operating Agreement,
each owner with respect to all of its interests in all of the separately:
owned tracts identified by said exhibits, thereby becoming a party
thereto.
IN WITNESS WHEREOF, each of the undersigned parties has executed
this instrument on the date set forth below opposite its signature.

Attégg;ikkgézzzi H & F INVESTMENTS

/ : :
oo BYC Y o In, etla-
Date__ } /gL c /4

STATE OF NEW MEXICO

)
e ) ss
COUNTY OF CHAVES )

)

1
+

The foregoing instrument was acknowledged before me this /27 day

6f Liraaex iy 1980 s by o o /71:. Fecir s 7 .
of iINVESIME TS, a partnership, for and on behalf of said
partnership. ST . N
N «"’~,",—/l‘ \“.f'
e s I S S R T S Pl O

L » Notary Public

LT

My commission expires:

Q- 7=

HP

v

L T T S I

[S—




‘ RATIFICATION OF AGREEMENTS ENTITLED
“"UNIT AGREEMENT" AND "UNIT OPERATING AGREEMENT"

BACK BASIN UNIT
LEA COUNTY, NEW MEXJCO

KNOW ALL MEN BY THESE PRESENTS, THAT:

WHEREAS, each of the undersigned owners of a royalty interest or
| 3 interests hereby acknowledges receipt of a true and correct copy of

; *i . that certain Agreement dated July 17, 1980, entitled "Unit Agreement,
! 7 Back Basin Unit, Lea County, New Mexico', which said Agreement is
hereinafter referred to as the Unit Agreement; and

: WHEREAS, each of the undersigned owvners of a working interest or
interests hereby acknowledges receipt of a true and correct copy of

said Unit Agreement, and a true and correct copy of that certain
Agreement dated July 17, 1980, entitled "Unit Operating Agreement, Back
Basin Unit, Lea County, New Mexico', which said Agreement is hereinafter
referred to as the Unit Operating Agreement; and

- WHEREAS, Exhibits "A'" and "B'", attached to and made a part of said
Unit Agreement,; identify the separately owned tracts which may become a
part of the Back Basin Unit Area as initially constituted, depending
upon whether such tracts qualify for inclusion therein as provided in
said Agreement; and

N

WHEREAS, each of the underéigned reprewents that it is a Royalty

Owner or Working Interest Owner, or both, as defined in said Unit
Agreement, in one or more of the tracts identified by said exhibits; and

WHEREAS, each undersigned Royalty Owner, being familiar with the
contents thereof, desires to ratify and confirm said Unit Agreement;
and each undersigned Working Interest Owner, being familiar with the
contents thereof, desires to ratifyv and confirm said Unit Agreement
and said Unit Operating Agreement. :

NOW, THEREFORE, each of the undersigned who is the owner of &
yovaltv interest or interests onlv does hereby ratify and confirm said
Unit Agreement, and each of the undersigned who is the owner of a
working interest or interests only or the owner of both a working
interest or interests and royalty interest or interests, does hereby
ratify and confirm said Unit Agreement and said Unit Operating Agreement,
each owner with respect to all of its interests in all of the separately
“owned tracts identified by said exhibits, thereby becoming a party
thereto.

IN WITNESS WHEREOF, each of the undersigned parties has executed

this instrument on the date set forth below opposite its signature.

Date

 STATE OF TEXAS ‘ | o \\\ \

s

0n

N N

COUNTY OF  MIDLAND

; " The forégoing-inStrument;ﬁas acknowledged before me thisle25%/day
of _August ., 1980, by _ DAROYL R. CURRY. -

- o

e 02
. B “
“'-.“_\ Pe

S .t
e

My commiss :i,_?‘oin? ‘.?pi,-res L i ’
S :, . s L ' |
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RATIFICATION OF AGREEMENTS ENTITLED -
“"UNIT AGREEMENT'" AND "UNIT OPERATING AGREEMENT"
BACK BASIN UNIT
LEA COUNTY, NEW MEXICOG

KNOW ALL MEN BY THESE PRESENTS, THAT:

WHEREAS, each of the undersigned owners of a royalty interest or
interests hereby acknowledges receipt of a true and correct copy of
that certain Agreement dated July 17, 1980, entitled '"Unit Agreement,
Back Basin Unit, Lea County, New Mexico'', which said Agreement is
hereinafter referred to as the Unit Agreement; and -

WHEREAS, each of the undersigned owners of a working interest oxr
interests hereby acknowledges receipt of a true and correct copy of
said Unit Agreement, and a true and correct copy of that certain
Agreement dated July 17, 1980, entitled ''Unit Operating Agreement, Back
Basin Unit, Lea County, New Mexico'", which said Agreement is hereinafter
referred to as the Unit Operating Agreement; and

WHEREAS, Exhibits "A" and '"B'", attached to and made a part of said
Unit Agreement, identify the separately owned tracts which may become a
part of the Back Basin Unit Area as initially constituted, depending
upon whether such tracts qualify for inclusion therein as provided in

said Agreement; and

WHEREAS, each of the undersigned represents that it is 'a Royalty
Owner or Working Interest Owner, or both, as defined in said Unit
Agreement, in one or more of the tracts identified by said exhibits; and

WHEREAS, each undersigned Royalty ‘Owner, being familiar with the

‘contents thereof, desires to ratify and confirm said Unit Agreement,

and each undersigned Working Interest Owneér, being familiar with the

contents thereof, desires to ratify and confirm said Unit Agreement

and said Unit Operating Agreement.

-

NOW, THEREFORE, each of $he undersigned who is the owner of &

royalty interest or interests only does hereby ratify and confirm saic

Unit Agreement, and each of the undersigned who is the owner of a
working interest or interests only or the owner of both a working
interest or interests and royalty interest or interests, does hereby
ratify and confirm said Unit Agreement and said Unit Operating Agreement,

each 'owner with respect to all of its interests in all of the separately

owned tracts identified by said exhibits, thereby becoming a party
thereto. | ,

IN WITNESS WHEREOF, each of tﬁé,uﬁdérsigﬁéd'parties'has executed
this instrument on the date set forthrTHhelow oppOg;te its signature.

STATE OF __TEXAS

)
, o TP ) ss
COUNTY OF MIDLAND )

(he'fqregéin% instrument was acknowledged before me this /2% day
% _ , 1980, by MAX E. CURRY and FLORENCE CURRY, his wife. '

o]
1y

< L2t

~/
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RATIFICATION OF AGREEMENTS ENTITLED.
”UNIT AGREEMENT" AND "UNIT OPERATING AGREEMENT"

BACK BASIN UNIT
LEA COUNTY, NEW MEXICO

KNOW ALL MEN BY THESE PRESENTS, THAT:

WHEREAS, each of the undersigned owners of a royalty interest or
interests hereby acknowledges recelpt of a true and correct copy of
that certain Agreement dated July 17, 1980, entitled "Unit Agreement,

Back Basin Unit, Lea
hereinafter referred

County, New Mex1co", whlch said Agreement is
to as the Unit Agreement; and

WHEREAS, each of the undersigned owners of a working interest or
interests hereby acknowledges receipt of a true and correct copy of

said lnit Agreement,
Agreement dated July
Basin Unit, Lea Courit

and a true and correct copy of that certain
17, 1980, entitled "Unit Operating Agreement, Back
y, New Mexico", which said Agreement is hereinafter

referred to as the Unit Operating Agreement; and

WHEREAS, Exhibits "A" and “B", attached to and made a part of said
Unit Agreement, identify the separately owned tracts which may become a
part of "the Back Basin Unit Area as initially constituted, depending
upon whether such tracts qualify for inclusion therein as provided in

said Agreement; and

WHEREAS, each of the undersigned represents that it is a Royalty

Owner or WOrklng Inte
Agreement in one or

rest Owner, or both, as defined in said Unit w
more of the tracts identlfled by said exhibits; and

WHEREAS, each undersigned Royalty Owner, being familiar w1th the

contents thereof, desireés to ratify and confirm said Unit Agreement,
and each under31gned Working Interest Owner, being familiar with the

" econtents thereof, desires to ratify and confirm said Unit Agreement

and said Unit Operatlng Agreement.

NOR, THEREFORE

~

‘each of the under51gned who is the owner of &

rbvaltv interest or interests only does herebyv ratify and confirm said

Unit Agreement and e

ach  of the under31gned who is the owner of a

working interest or interests only or the owner of bothk a working
interest or interests and royalty interest or 1nterests, does hereby
ratify and confirm said Unit Agrezment and said Unit Operating Agreement,
each owner with respect to-all of its interests in all of the separately

owned tracts identifi
thereto.

ed by said exhibits, thereby becoming a party

iN'WiTNESS WHEREOF, each of the undersigned parties has executed

this 1nstrument on th

e date set forth below opp051te its signature.

/

Dﬁk'g°/1—£?

STATE OF TEXAS

s
%J//l/( A
_EILL STAPLER -

S S/
N

cousry oF _‘Earreal

The foregoxn% 1nstrument was acknowledged before me this lgagzbday

80, by _ BILL STAPLER.

‘l..

’Mv comm1ss ion Jplres

fNo.ary'Public

A A Sy 9 s s 2 B 1 i s




RATIFICATION OF AGREEMENTS ENTITLLL
"UNIT AGREEMENT" AND "UNIT OPERATING AGREEMENT"
BACK BASIN UNIT
LEA COUNTY, NEW MEXICG

KNOW ALL MEN BY THESE PRESENTS, THAT:

WHEREAS, each of the undersigned owners of a royalty interest or
interests hereby acknowledges receipt of a true and correct copy of
that certain Agreement dated July 17, 1980 entitled "Unit Agreement
Back Basin Unit, Lea County, New Mexico whlch said Agreement is
hereinafter referred to as the Unit Agreement anc

. WHEREAS, each of the under51gned owners of a working interest or
interests hereby acknowledges receipt of a true and correct copy of
said Unit Agreement, and a truve and correct copy of that certdin
Agreement dated July 17, 1980, entitled "Unit Operating Agreement, Back
Basin Unit, Lea County, New Mexico'', which said Agreement is hereinafter
referred to as the Unit Operating Agreement; and

WHEREAS, Exhibits "A" and "B", attached to and made-a part of said
Unit Agreement identify the separately owned tracts which may become a
part of the Back Basin Unit Area as initially constituted, depending
upon whether such tracts qualify for inclusion therein as provided in

said Agreement; and

WHEREAS, each of the undersigned represents that it is a Royalty

Owner or Worklng Intérest Owner, or both, as defined in said Unit ;
Agreement, in one or more of the tracts ldentlfled by said exhibits; and

: -WHEREAS, each undersigned Royalty Owner being familiar with the
‘contents - thereof desires to ratify and conflrm said Unit Agreement
and. each under31gned Working Interest Owner, being familiar with the

contents thereof, desires to ratify and confirm said Unit Agreemenr

and said Unit Operating Agreement

NOW , THEREFORE each of the under31gned who is the owner of a
royalty interest or interests ‘only does hereby ratify and confirm saicd

Unit Agréemeiit, and each of the undersigned who is the owner of a
worklng interest or interests only or the owner of both a working
interest or interests and royalty interest or interests, does hereby
ratify and confirm said Unit Agreement and said Unit Operat1ng Agreement,
each owner with respect to all of its interests in all of the separately
owned tracts 1dent1f1ed by said exhibits, thereby becoming a party

" thereto.

. IN WITNESS WHEREOF, eéach of the undersigned partles has executec‘
this instrument on the date set forth belom opp031te its §ignature

’(,//a.//(///) /L/ //../,
MARK B. McFEELEY:;™ Trifstee in Bankruptcy
By for American Fuels Corpoyation :

/'

Date 3?¢/th/

" STATE OF ' NEW MEXICO

)
e ) ss
COUNTY OF SANTA FE )

The roregOLn% 1nstrumenc was. acknowledged before me this /Lﬁkaay
980 by MARK B. McFEELEY sTru i ‘B Stoy {

~(;vaﬁLCﬁbbA \fl .ﬁ;;AuZ*
‘Nothrv Public Nt

Mv commxsslon explrevf




RATIFICATION OF AGREEMENTS ENTITLID
"UNIT AGREEMENT" AND "UNIT OPERATING AGREEMENT
BACK BASIN UNT'
LEA COUNTY, NEW MEXIC/

iy

KNOW ALL MEN BY THESE PRESENTS, THAT:

\ WHEREAS, each of the under51gned owners of a royalty interest or
interests hereby acknowledges receipt of a true and correct copy of
that certain Agreement dated July 17, 1980, entitled 'Unit Agreement

Back Basin Unit, Lea County, New Mexico“, Wthh said Agreement is
hereinafter referred to as the Unit Agreement; anc

i
25
]
é
#
3
¥
i
3

WHEREAS, each of the undersigned owners of a working interest or
interests hereby acknowledges receipt of a true and correct copy of
said Unit Agreement, and a true and correct copy of that:certain
Agreement dated July 17, 1980, entitled "Unit Operating Agreement, Back
Basin Unit, Lea County, New Mexico', which said Agreement is hereinafter

referred to as the Unit Operating Agreement; anc

WHEREAS, Exhibits "A'" and "B', attached to and made a part of said
Unit Agreement, identify the separatelv owned tracts which may become a
part of the Back Basin Unit Area as initially constituted, depéndlng
upon whether such tracts qualify for inclusion therein as provided in

said Agreement; and

WHEREAS, each of the undersigned represents that it is a Royelty

Owvmner or Worklng Interest Owner, or both, as defined in said Unit

Agreement, in one or more of the tracts identified by said exhibits; and

- WHEREAS, each undersigned Royalty Owner, being familiar with the
contents thereof, desires to ratify and confirm said Unit Agreement,
and each unders 1gned Working Interest Owner, being familiar with the
contents thereof, desires to ratifv and confirm said Unit Agreement

P

’ NOVW. THEREFORE each of the undersigned who is the owmer of &
rovaltv Jnterest or interests onlv does herebv ratify and confirm saic

Unit: Agreement, and each of the under51gned who is the owner of a
working interest or interests only or the owner of both a working
interest or interests and royalty interest or interests, does hereby
‘ratify and confirm said Unit Agreement and said Unit Operating Agreement,
each owner with respect to all of its interests in all of the separately
owned tracts 1dent1f1ed by said exhibits, thereby becoming a party

tneretc

SR IN VITNESS WHEREOF each of the under51gned parties has executed
,thls 1nstrument on the date set forth below opposite its signature.

~ 7

By _22£;, ,E/ZZC/éK;e¢x¢>ke

-LOIS G. WILLIAMSON

te ) \\\( (.

ot : TEXAS ) ~
) ‘ ) ss
) .

COUNTY OF _MIDLAND
' instrument was acknowledged before me this §3JV dav
80, by LOIS G WILLIAMSON, Wife of J.C. Wllllameon

2

orego:.n%9

A N “"\".‘\\_'\'; t( | G NN S
Notarv Public :

sion expires:

and 'said Unit Operatlng Agreement. v : :

e o
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4. RATIFICATION OF AGREEMENTS ENTITLED
"UNIT AGREEMENT' AND "UNIT OPERATING AGREEMENT"
BACK BASIN UNIT

LEA COUNTY, NEW MEXICU

KNOW ALL MEN BY THESE PRESENTS, THAT: _

WHEREAS, each of the undersigned owners of a royalty interest or
: interests hereby acknowledges receipt of a true and correct copy of

g that certain Agreement dated July 17, 1980, entitled "Unit Agreement
Back Basin Unit, Lea County, New Mexico“ whlch said Agreement is
hereinafter referred to as the Unit Agreement and

WHEREAS, each of the undersigned owners of a working interest or
§ interests hereby acknowledges receipt of a true and correct copy of

said Unit Agreement, and a true and correct copy of that certain
Agreement dated July 17, 1980, entitled "Unit Operating Agreement, Back
Basin Unit, Lea County, New Mexico', which said Agreement is hereinafter
referred to as the Unit Operating Agreement and

"WHEREAS, Exhibits "A" and ''B", attached to and madé¢ a part of said
Unit Agreement identify the separately owned tracts which may become a
part of the Back Basin Unit Area as initially constituted, depending
upon whether such tracts qualify for inclusion therein as provided in

said Agreement; and

WHEREAS each of the undersigned represents that it is a Royalty

Owner or WOrklng Interest Owner, or both, as defined in said Unit
Agreemenit, in one or more of the tracts identified by said exhibits; and

WHEREAS each undersigned Royalty Owner, being familiar with the

contents thereof, desires to ratify and conflrm 'said Unit Agreement,
and each unders:l.gned Working Interest Owmer, being familiar with the
contents thereof, desires to ratify and confirm said Unit Agreement

and said Unit Operatlng Agreement.

~

NOW. THEREFORE, each of the under31gned who is the owner of =z
rovalty 1nterest or interests onlv does herebv ratify and confirm saicd

Unit Agreement and each of the undersigned who is the owner of a
working intérest or interests only or the owner of both a working
interest or :mterests and royalty interest or interests, does hereby
ratify and confirm said Unit - ‘Agreement and said Unit Operating Agreement,
each owner with respect to all of its interests in all of the separately
owned tracts identified by said exhibits, thereby becoming a party

tnereto

- IN WITNESS WHERDOF each of the under31gned partles has executed
this instrument on the date set forth below opposite its signature.

RATLIFF EXPLORAT Lot COMPANY

Béfj’% ?‘:YJ/%EL

f..f:j[)g?v 7

)
\ T ) ss ,
> _ . ) . ) ;
‘1nstrument was acknowledied before me this 8’7“ day
_80 bV  A W Tt o -

et Notarv7 Publlc
V&epommission expires:
¥ 9 ﬂﬁ/
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OPERATING AGREEMENT

THIS AGREEMEN'T, entered into by and between ,-_.<~w---;...-,_~"_....

MONSANTO COMPANY , hercinafter designated and

referred to as “Operator”, and the signatory party or parties other than Operalor, sometimes hereinafter

referred fo individually herein as “Non-Operator”, and collectively as “Non-Operators”,
WITNESSETH:

WHEREAS, the partics to this agreement are owners of oil and gas leases and/or ofl and gas in-

~ terests in the land identitied in Exhibit “A”; and the parties hereto have reached an agreement to explore™
and develop these leases and/or oil and gas interests for 1he production of oil and gas to the extent and

as hereinafter provided:
NOW, THEREFORE, it is agreed as follows:

ARTICLE 1.
DEFINITIONS

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

A. The term “oil and gas” shall mean oil, gas, casmghead gas, gas condenmte, 'md all other liguid
or gaseous hydrocarbons and other marketfable substances produced therewith, unless an infent to
limit the inclusiveness of thls term' is specifically stated.

B. The terms “oil and gas “lease”, *lease” and “leasehold” shall mean the oil and gas leases cov-
ering tracls of land lying within the Contract Area which are owned by the parties to this agreement.

C. The term “o0il ‘and gas interests” shall mean unleased fee and mineral interests in {racts of
land lymg within the Confract Area which are owned by parties {o this agreement.

D. The term “Contract Area” shall mean all of the lands, oi) and gas leasehold interests and oil
and gas interests intended to be developed and operated for oil ahd gas purposes under this agreement.
Such lands, oil ‘and gas leasehold interests and oil and gas interests are described in Fxhlblt AN,

. E. The term “drilling unit” shall mean the area fixed for the drilling of one well by order or rule
of any state or federal body having authority. If a drilling unit is not fixed by any siuch rule or order,
a dnllmg unit shall ‘be the drilling unit as established by the pattern of dnllmg in the Contract Area
or as f:xed by express agreement .of the Drilling Parties.

F. The term “drillsite” shall mean the oil and gas lease or ‘interest on which a ‘proposed well is to
be located.

'G. The terms “Drilling Party” and "Consentmg Party” shall mean a party who agrees to join in

- and pay its share of the cost of any operation conducted under the provisions of this agreement.

"H. The terms “Non-Drilling Party” and “Non-Consenting Party” shall mean a party who elects
not to participate in a proposed operation. :

Unless the context otherwise emarlv indicates, words used in the singular include the plural, the
plulal includes the singular, and the neuter gender mcludes ‘the mascilline and the feminine,

ARTICLE 1.
EXHIBITS

The followmg exnibits, as mdlcated below and attached herclo, are incorporated in and made a

paxt heneoi
= A. Exhlbxt “A”, shall include the following mformatwn

1y Identlflcahon of Ilands subject to” agreement,

(2) Restrictions, if any, as to depths or formations,

-.(3) Percentades or fractional interests of palhes to this agxcement

“(4) Oxl and gas leases and/or oil and gas mterests subject {o this agreement,
¢ (5) Addresses of parties for notice purposes.
. Exhibit “B”, Form of Lease,
.'Exhxblt “C" Accountmg Procedure.
. Exhibit “D", Insurance;
E\thlbxt “E”, Gas Balancing Agreement.” ;
. Exhibit "F” 'Non-—stcmmmatlon and Cer hfmatlon of Non—chregaled Facllmes
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ARTICLE TIL
INTERESTS OF PARTILS

A, Oil and Gas Interests:

If any parly owns an unleased oil and gas interest in the Confract Avca, that interest shall be
treated for the purpose of this agreement and during -the term hereof as if il were a leased interest
under the forin of oil and gas lease atlached as Exhibit “B". As to such intcrest, the owner shail re-
ceive royalty on production as prescribed in lhe form of oil and gas lease atlached herelo as Exhibit
“B”, Such party shall, however, be subject to all of the provisions of this agreement relating to lessecs,
to the extent that it owns the lessce interest.

B. Interest of Parfies in Costs and Production:

Exhibit “A” lists all of the parties and their respective percentage or fractional interests under this
agreement. Unless changed by other provisions, all costs and liabilities incurred.in operations under
this agreement shall be borne and paid, and all equipment and material acquired in operalions on the
Contract Area shall be owned by the parties as their interests are shown in Exhibit “A”, All produc~
tion of oil and gas from the Contract Area, subject to the payment of lessor’s royaliies which wiil be
borne by the Joint Account, shall' aiso be owned by the parties’in the sare manier during the term
hereof; provided, however, this shall not be deemed an assignment or cross-assignment of interesis cov-
ered hereby. '

- - ARTICLE IV.
TITLES

7.. A. 'Title Examination:

Title examination shall be made on the drillsite of any proposed well prior to commencement of
drilling opelahous or, if the Drlllmg Parties so request, title examination shall he made on the leases
and/or oil and gas interests included, or planned to be included, in the drilling unit around such well.
The opinion will include the ownership of the working interest, minerals, royally, overriding royalty

and production payments under the applicable leases. At the time a well is proposed, each- party con-

tributing leases and/or oil and’ gas mlerests to the drillsite, or to be included in such dnlllng unit, shall

;furmsh to’ Operator all abstracts (mcludmg Federal Lease Status Reports), tlt!e opmxons title’ papers

and curative material in its. possess:on free of charge. All such ‘information not in the _possession of or
made available to Operator by the partles but necessary for the examination of title, shall be obtained
by Opetrator, Opelatm shall cause tntle to be examined by attorneys on its staff or by oulside attorneys.

"Cop1es of all title oplmons shall be furmshed to each party hereto. The cost incurred: by Operator in
" this title program shall be borne as follows:

O 'Obt‘iori No.'1: Costs incurred by Operatm in procuring abslracts and title ekamination‘ (including
plehmmary, supplemental ‘shut-in gas 1oyalty opinions and division ‘prder title opinions) shall be a

part ‘of the admmatrati_ve overhead as provided in Exhibit “C,” and shall not be a direct charge, whether -

performed by Operator's staff attorhe’ys or by outside attorneys.

X Optxon No. 2: Costs mculred by Operator in procuung abshacts and fees patd outside attorneys -

for title exammatwn (mcludmg preliminary, supplemental, shut-in' gas royalty dJpinions and division
order title oplmons) shall be boine by the Drxllmg Parties in the proportion that the interést of each

Drxllmg Par ty: bears to the total interest of all Drilling Parties as such interests appear in Exhibit “A". "

Operator shall make no charge for services rendeled by its staff attomeys or other personnet in the
pelformance of the above functlons

Each party shall be responsnble fox secuung curative matter and poolmg amendments or agreements
requir ed in connectlon thh leases or ox] and gas interests contributed by such-partly. The Operator shall be

- responsible’ for the preparanon and recording of Poolmg Desngnahons or Declarations as well as the

conduct  of hearings before Govemmcntal Agencies for the secuung of spacmﬂ or poolmg ordcrs~ This
shall not prcvent any party from appearing on its own behalf at any such hearing.

No well shall be drilled on the Conhact Arca unhl after (1) the mle to the drv illsite’ 01 dnllmg unit -
, has been examined as above p10v1ded and (2) the title’ has been” approx,ed by the e\amlmng atiox ncy or

title has been accepted by all of the partxes who are {o participate in'the Qv |Ilmf' of ‘the well

B. Loss of Title:

1. Fallule of Title: Should any oil and gas mtcrest or lcase, or intcrest lhercm, be

failure of utle, which loss results in"a rcduchon of mtcrest from that shown on Exhibit "A th:s ::gxce—

ment neverthclcss, shall continue in force’ as to all remaining oil and gas leases and mtercats andt.. —
(a) The party whose oil and gas lease or interest is affected by the litle fzulure shull bear alone '
lhc cntlre loss and ‘it shall not be entitled to récover from Operator or the other p'lrhes any development Z
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or operating costs which it may have theretofore paid, bul there shall be no monetary Mability on its
part to the other parties herelo for drilling, development, aperating or othm similar costs by reason of
such title failure; and

(b) There shall be no retroactive adjustment of expenses incurred or revenues reccived from the

operation of the interest which has been lost, but the interests of the parties shall be revised on an acre-

_ age basis, as of the time it is determined finally that title failure has occurred, so that the interest of

the party whose lease or interest is affected by the title failure will thereafter be reduced in the Contracl
Area by the amount of the interest lost; and

- {e) If the proportionate interest of the other parties herelo in any producing well theretofore drilled

e
00O I WL D W N W=

10 on the Contract Area-is increased by reason of the title failure, the party whose title has failed’ shall .

11 receive the proceeds attributable to the increase in such interests (less costs and burdens atiributable

12 thereto) until ‘it has been reimbursed for unrecovered costs paid by il in conncction with such well;

13 . and , i

14 (d) Should any person not a party to this agreement, who is determined to be the owner of any in- :

15 terest in the title which has failed, pay in any manner any part of the cost of operation, development,

16° or equipment, such amount shall be paid to the party or parties who bore the costs which are so refund-

17 ed; and

18 (e) Any liability to account to a third party for prior pxoduchon of oil and gas which arises by E
19 reason of title failure shall be borne by the party or parties in the same propor!\ons in which they shared :

20  in suech prior production; and ¢

21 . (f) No charge shall be made to the joint account for legal expenses fces or salaries, in conneciion 3

22 with the defense of the interest claimed by any party hereto, 1t being the intention of the parties ;

?3 hereto that each shall defend title to its interest and bear all ex penses in connection therewith.

24 .

25 2. Loss by Non~-Paymeént or Erroneous Payment of Amount Due; If through mistake or overs:ght

26 any rental, shut-in well payment, minimum royalty or royalty payment, is not paid or 'is erroneously

27  paid, and as a result a lease or interest therein termmates, there shall be no monetary hablhty against ; . : ;
28  the party who failed to make such payment. Unless the party who fatled to make the required payment oo

29 secures a new lease covering the same interest thhm ninety (90) ‘days from the dlscovery of the fail- . :
30 wure to make proper payment, which acquisition will not be subject to Article VIIL.B,, ‘the interests of : i ‘ R
31 the parties shall be revised on an acreage basis, effective as of the date of termination of ihe lease in-
+32 . volved, and the pariy who failed to make proper payment will no longer be credited with an interestin L

33 the Contract Area on account of ownership of the lease or interest which has terminated. In the event’ '

34

the party ‘who failed to make the required payment shall not have been fully reimbursed, at the time of
the loss, from the proceeds of the sale of oil ahd gas attributable to the. lost interest, calculated on an

acreage basxs for the development and operating costs theretofore paid on account of such interest, it
shall be reimbursed for unrecovered actual costs theretofore paid by it (but not for ‘its share of the
cost of any dry hol_e previously drilled or wells previously abandoned) from so much of the following
as is necessary to effect reimbursement: -

e WLl e
O~ n

40 (a) Proceeds of oil and gas, less operatmg expenses, theretofore accrued to the credit of the lost

41  interest, on an acreage basis, up to the amount of unrecovered costs;

42 (b) Proceéds, less: operatmg expenses, thereafter acerued atmbutable to the lost interest on an

43 ;acreage basis, of that pox‘t;on of il and gas, thereafter produced and marketed (excludmg productxoh .
- 44 . from any wells thereafter drilled) whlch in the absence of such lease terminalion, would be atmbutab]e

BUNCS
O

te the lost m:erest on an acreage basxs, up to the amount of ‘unrecovered costs the proceeds of sald
‘portion of the oil and gas to be contributed by the other parties in ploporhon to their respective in-
terests; and :

{c) Any momes ‘up to the amount of unrecovered costs, that may be pa)d by any party who is, or

becomes, thé owner of the interest lost, for the privilege of pm thlpahng in -the Coniract Area or be-
coming a party to this agreement.

BRI

3. Othér Losses: All losses incurred, other tban those set forth in Arhcles 1V.B.1. and IV.B.2.
above, shall not be considered failure of title but: shall be joint Josses and shall be borne by all parties

in proportzon to their interests. There shall be no readJustment ‘of inteiests in the remaining portion of
the Contract Area ’

ARTICLE V. -
OPERATOR

A3
<

MR

O]

::«\ .
v

"A. DESIGNATION AND nESpozvsmxurms OF OPERATOR:

R — MONSANTO COMPANY

neglu,ence or willful misconduct. : i

‘)‘
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B. Reslgnntion or Removal of Operator and Selection of Successor:

1. Resignation or Remwval of Operator: Operator may resign at any lime by giving wrilten notice
thereof to Non-Operators. If Operator terminates its legal existence, no longer owns an Interest in the
Conlract Area, or is no longer capable of serving as Operator, it shall cease to be Opervator without any

“action by Non-Operator, except the selection of a successor. Operator may be removed if il fails or

refuses to carry out its duties hercunder, or becomes insolvent, bankrupt or is placed in receivership,
by the affirmative vote of two (2) or more Non-Operators owning a majority interest based on owner-
ship as shown on Exhibit “A”, and not on the number of parties remaining after excluding the voting
interest of Operator. Such resignation or remowval shall not become effective until 7:00 o'clock AM.

" on the first day of the calendar month following the expiration of ninety (90) days after the giving of

notice of resignation by Operator or action by the Non-Operators to remove Operator, unless a successor
Operator has been selected and assumes the duties of Operator at an earlier date. Operator, after effect-
fve date of resignation or removal, shall be bound by the terms hereof as a Non-Operator. A change of
a covporate name or struciure of Operator or transfer of Operator’s inferest to any single subsidiary,
parent or successor corporation shall not be the basis for removal of Operalor,

" 2, Selection of Successor Operator: Upon the resignation or removal of Op’cratm a successor Op-
erator shall be selected by the Parties. The successor Operator shall be selected from the partics owning

- an interest in the Contract Area at the time such successor Operator is selected. It the Operator that

is removed fails to vote or votes only to succeed itself, the successor Operator shall be selected by the
affirmative vote of two (2) or more parties owning a majority interest based on ownership as shown
on Exhibit “A’, and not on the rmumber of parties remaining affer excluding the voting interest of the

Operator that was removed. 9

C. Employees:

The number of employees used by Operalor in conducting aperations hereunder, 'theh selection,
and the hours of lab ~ and the compensation for services performed shall be determmed by Operator,
and all such employee:; shall be the employees of Operator. :

D. Dri!ling Contracts:

All wells dnlled on the Cortract Area shall ‘be drilled on ‘compemwe contract basis at the usual
rates prevailing in the ‘area. If it so desires, Operator may employ its own tools and equlpment in the
drilling of wells, but its charges therefor shall not exceed the prevallmg rates in the area and the rate
of such charges shall be agreed upon by the parties in wmtmg before dnllmg operations - sce comi-
menced and such work shall be: pelformed by Operator under the same terms and condmons as are
customary and usual in the area in contracts of independent cantractors who ave domg work of a sim-

ilar nature.
N ARTICLE VI _
DRILLII\}'G AND DEVELOPMENT
A. ‘Initial Well:

Oﬁ or bef_ore the 1. _day of November , 19“;39,-0perat01- shall commence the drill-

“ing of a well for oil and gas at thxielosximexioxstionc alegal location in

Section 20, T-23-S, R-34-E,
~Lea County, New Mexico

Lt ' - > v
and shall ‘thereafter continue the drilling of the well with due diligence to

test the Morrow formation at an approximate
,dep\th‘ 0£.13,800 feet
Y

;

‘unkss granite or other practn,ally impenetrable substance or condition in the hole, which rendersv;
further dnllmg nnprachcal is encountered at a lesser depth, or unless all par ties aglce to complete or’

abandon the well at a lesser depth o . e

Opexator shall muke reasomble tests ot all: ioxmahons encountered durmg dullmg w}nch>'

dxcatxon of containmg oil and gas in quantitics suffxcmnt to test unless tins agreement shallJbe, hmlted‘

in its apphcatnon to a specific formation or formations, in which event Operator shall/be_ Jeq\ured to
; NN

test only the formation or formahons fo which this agreement may apply. (..,, £ 5«{

¥
¢
e
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300% of that portion of the cost of newly acquired equipment in the well (to and including the well-
hend connections), which would have been chargeable to such Non-Consenting Party if it had partici-
pated therein.

clection, shall be sold to its purchaser, if available, under the terms of its existing gas sales con-

tract. Such Non - Consenting Parly shall direct its purchaser to remit the procceds receivable from

such sale direct to the Consenting Parties until the amounts provided for in this Article are recov-
9 ered from the Non - Consenting Party’s relinquished interest. If such Non - Consenting Party has not
10  contracted for sale of its gas at the time such gas is available for delivery, or has not made the elec-
11  tion as provided above, the Consenting Parties shall own and be entitled to receive and sell such Non-
12 Consenting Party’s share of gas as hereinabove provided during the recoupment period.

1

2

3

4 .

5 Gas production atiributable to any Non - Consenting Party’s rclinquisht;d interest upon such Parly's
6

7

8

14 During the period of time Consenting Partics are entitled to receive Non-Consenting Parly's share
.15 of production, or the proceeds thercfrom, Consenting Parties shall be responsible for the payment of
16 all production, severance, gathering and other taxes, and all royalty, cverriding royalty and other
burdens applicable to Non-Consenting Party's share of production.

In the case of any reworking, plugging back or deeper drilling operation, the Consenting Parties shall

20 be permitted to use, free of cost, all casing, tubing and other equipment in the well, but the ownership of

21  all such equipment shall remain unchanged; and upon abandonment of a well after such reworking,

‘ 22 plugging back or deeper drilling, the Consenting Parties shall account for all such_equipment to the

e 23 owners thereof, with each party receiving its propoxtxonate part in kind or in value, Jess cost of
o salvage.

Pk S B e

- 26 Wxthm sixty (60) days after the completion of any operation under this Article, the party con-
27 . ductmg the operations for the Consenlmg Parties shall furnish each Non-Consenting Party with an in- » .
28  ventory of the equipment in and connected to the well, and an jtemized statement of the cost of drilling, R ‘

29  deepening, plugging back, testmg, completm and eou:ppmg the well for production; or, at its ophon,
30 the operating party, in lieu of an 1temlzed statement of stich costs of operation, may siubmit a detailed
31 statement of monthly b,llmgs Each month thereafter, during the time the Consenting Parties are being
32 reimbursed as provided above, the Party conducting the operanons for the Consenting Parties shall furn-
33 ish the Non- Consenting Parties with an itemized statement of all costs and liabilities incurred in’ the
34 operation of the well, together with a statement of the quantity of oil and gas produced from it and the
'35 amount of proceeds realized from the sale of the well’s working intétest production during the preceding
36 month. In detéermining the quantity of oil and gas produced during any month, Consenting Parties
37 shall use industry accepted methods such as, but not limited to, metering or periodic well tests. Any
38 - amount realized from the sale or other disposition of equipment newly acquired in connection with any
39 . . such operation which would have been owned by a Non-Consenting Party had it participated therein
40 shall be credited against the total unreturned costs of the work done and of the equipment purchased, :
41  in determmmg when the interest of such Non-Consenting Party shall revert to it as above provided;
and if there is a credit balance, it shall be paid to such Non-Consenting party

If and when the Consenting Parties recover from a Non-Consenting Party’s relinquished interest
45 the amounts provided for above, the relinquished interests of such Nou-Consenting Party shall auto-

46 matically révert to it, ‘and, from and after such reve’rsibn :such Non-Consenting Party shall’own the same

47 interest in such well, the material and equipment in or pertammg thereto, and the produchon there-
48 _from as such Non- Consentmg Party would have been entitled to had it parhcnpated in the drlllmg,
49 reworking, deepemng or plugging back of said well.” ‘Thereafter, such Non- Consentmg Party shall be
 50 charged with and shall pay its proportxonate part of 1he further costs of the operation of said well in
accordance with the terms of this agreement and the Accountmg Procgdule attached hereto.

, Notwithstanding the provisions of this Article VI.B.2,, it is agreed that without the mutual consent
54 .of all parties, no wells shall be completed in or produced from a source of supply from which a well
55 .located elsewhere on the Contract Arga is preducing, unless such well conforms to the then<existing

~ 56  well spacmg:pattern for such source of supply.

58 ~ The provxsxons of this Article shall have no apphcatlon whatsoever to the drnllmg of lhe mmal
59 - well descnbed in” Artu.le VLA, except (a) when Option 2, Arhcle VII D.1., has been selected,” or

60 to the rewokag, deepenmg and pluggmg back of such initial “ell, if ‘such well is or thereaf;c Hsha]l
61 _prove to be a dry hole or non- commelcml well after havmg been drilled to the dcpth specified i :
VIA.

~C. Right to Take Prodﬁction in Kind:

o ot
H /{ iz ‘..\

66 V ) Each party shall have the’ tight to take in kind or scparately dispose of 1ts pxopoxtionatc gh:n'e of
5 all ml and gas produced from the Contract Arca, exclus:ve of productlon whxch ma; \bc\ 1|sed" in dc-

69 ‘productlon unavoxdably lost Any extra ewpendllule 1ncurred in the tal mg ‘in kina! or separate'dxélsf;.',:f
sition by any party of 'its proportionate share of the production “shall be borne by! such- party>Any. i

-6 -
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party taking its share of production in kind shall be required fo pay for only its pmponionate share
of such part of Opmatox s surface facilities which’ n! uses,

Each parly shall execute such division orders and contracts as may be necessary for the sale of its
intevest in production from the Contract Area, and, except as provided in Article VILB., shall be entitled
to receive payment direct from the purchaser thereof for its share-of all production.

In the event any party shall fail to make the arrangements necessary 1o take in kind or separately
dispose of its proportionate shave of the oil and gas produced from the Contract Area, Operator shall have
the right, subject to the revocation at will by the party owning it, but not the obligation, to purchase such
oil and gas or sell it to others at any time and from time to time, for the account of the non-taking
party at the best price obltainable in the area for such production, Any such purchase ov sale by Op-
crator shall be subject always to the right of the owner of the produciion to exercise at any time its
right to take in kind, or separately dispose of, its share of all oil and gas not previously delivered to a
purchaser. Any purchase or sale by Operator of any other party’s share of oil and gas shall be only for
such reasonable periods of tite as are consistent with the minimum needs of the industry under the
particular circumstances, but in no event for a period in excess of one (1) year. Notwithstanding the
foregoing, Operator shall not make a sale, including one into interstate commerce, of any other party's
share of gas production without first giving such other party thirty (30) days notice of such intended
sale.

In the event one or more parties’ separate disposition of its share of the gas causes split-stream de-

liveries to separate pipelines and/or deliveries which on a day-to-day basis for any reason are nof
exactly equal to a party’s respective proportionate share of total gas sales to be allocated to it, the
balancing or accouniing betwéen the respective accounts of the parfies shall be in accordance with
any Gas Balancing Agreement between the parties heveto, whether such Agreement is attached as
Exhibit “E”, or is a separate Agreerient. '

D. Access to Conira.: Area mad Informahon

Each party shall have access to the Contract Avea at all reasonable limes, at its sole risk to inspect
or observe operations, and shall have .access at reasonable times to information pertaining to the de-
velopment or operation thereof, including Operator's books and records relating thereto. Operator, upon
request, shall furnish each of the other parties with copies of all forms or reports fited with govern-

- mental agencies, daily drilling reports, well Jogs, tank tables, daily gauge and run tickets and reports

of stock on hand at the first of each month, and shall make available samples of any cores or cuttings
taken from any well drilled on the Contract Area. The cost of gathering and furnishing information to
Non-Operator, other than that specxfled above, shall be charged to the Non-Operator that requests the
information. .

E. Abmidonment of Wells:

1. Abandonment of Dry Holes: E:\cept for any \vell dnllcd pursuant to Artlcle VI1.B.2.,, any well
which has been drilled under the terms of this agreement and is proposed to be completed as a dry hole

shall not be plugged and abandoned without the consent of all parties. Should Operator, after diligent

effort, be unable to contact any party, or should any party fail to reply within forty-eight (48) howrs
(exclusive of Saturday, Sunday or legal holidays) after receipt of notice of the proposal to plug and

abandon such \sell such party shall be deemed to have consented to the proposed abandonment, All’
“such wells shall be plugged and abandoned in accordance with applicable regulations and at the cost,

risk and expense of the parties who palhcmated in the cost of drilling of such well. Any party who ob-
jeets to the plugging and abandoning such well shall have the right to take over the well and conduct

" further cperations in search of oil and/or gas subject to the provisions of Article VIB.

2. Abandonment of Wells that have: P:oduced Except for any well which has been drilled or re- -

w;)rked pursuant to Amcle VLB.2. hereof for which the Consenting Pames hdve: not' been iul]y reim-
bursed as thercin provided, any ‘well which has been comp]eted as a pxoducer shall not be pludged aand
abandoned without the consent of all partles “If alt panttes conscnt to such abandoument, the well shall
be plugged and abandoned in accordance wath applicable regulations and at the cost, risk and c\cpense
of all the pariles hereto. If, \V)thm thirty (30) days after recclpt of hohce of the proposed abandonment
of such well, all parhes do not- agree to the abandonment of any well, those wnshmg o conhnue xts op-
cration shall tender to each of the other parties its proportionate share of the value of the well's salvable

material and equipment, determined in accordance with the provisions of Exhibit “C", “Jess the csumated .

cost of salvag,mg and the estimated cost of plugging and abandomng Each abandoning paxty -shall
aSSJgn to the non- abandonmg parties, without warranty, e‘cpxcss or m\plied as to title or as fo quant\ty
quality, or filness for us¢ of the cquipment and material, all of its interest in the well and related eqmp-
ment, together with its interest in the leaschold estate as to, but only as to, the interval m mtervala Qt‘ the
formahon or fo;matlons then open to production. If the interest of the abandomn parl) IS or mcludes
an oil and g.aq inlelest such party shall execute and deliver to the non- abandomng p'n*ty or» palhea Aan

oil'and gas leasc, limited fo the interval or inlervals of the formation or formation$ then open to l\roduc- i

uon, Ior a term of one year and so long thereafter as oil and/or gas is produced f rom the interval or inter--

oy
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-erator’s proportionate share of expense,

“an invoice for its share thereof Each”such statement and” invoice for thé pay

( (

'~

vals of the formation or formations covered thereby, such lease to be on the form attached as Exhibit
*B". The assignments or leases so limited shall encompass the “drilling unit” upon which the well is
located. The payments by, and the assignments or Ieases to, the assignees shall be in a ratio based upon
the rclationship of their respective percentages of purticipation in the Contract Arca to the aggregate of
the percentages of ‘participation in the Contract Arca of all assignees. There shall be no readjustment
of interest in the remaining portion of the Contract Area.

Thereafter, abandoning parties shall have no further responsibility, liability, or interest in the op-
eration of or production from the well in the interval or intervals then open other than the royalties
retained in any lease made under the terms of this Article. Upon request, Operator shall continue to
operate the assigned well for the account of the non-abandoning parties al the rates and charges con-
templated by this agreement, plus any additional cost and charges which may arise as the result of
the secparate ownership of the assigned well,

ARTICLE VIIL
EXPENDITURES AND LIABILITY OF PARTIES -

A. Liability of Parties:

The Hability of the parties shall be several, not joint-or collective. Each party shall be responsible
only for its obligations, and shall be liable only for its proportionate share of the vosts of developing
and operating the Contract Area. Accordingly, the liens granted among the parties in Article VILB. are
given to secure only the debts of each severally. It is not the intention of the parties to create, nor shall
this agreement be construed as creating, a mining or other partnzrship or association, or to re.xder the
parties liable as partners.

B. Liens and Payment Defaults:

Each Non-Operator grants to Operator a lien upon its oil and gas rights in the 'Cont'r;ict Arvea, and a-
security interest in its share of oil and/or gas when extracted and ifs imere"st in al equipment, to secure
payment of its share of ‘expense, together with interest thereon at the rate provided in the Accounting
Procedure attached hereto as Exhibit “C”. To the extent that Operator has a security interest under the

" Uniform Commerclal Code of the State, Operator shall be entitled to cxercise the ughts and .remedies

of a secured-party under the Code. The bringing of a suit and the obtaining of )udgment by Operatm
for the secured indebtedness shqll not be deemed an election of remedies or otherwise affect the lien
rights or security interest as security for the payment thereof. In addition, upon default by any Non-

'O_perhtor in the payment of its share of expense, Operator shall have the right, withouf prejudice to

other rights or remedies, to collect from the purchaser the proceeds from the sale of such Non-Operator’s
‘share of oil and/or gas until the amount owed by such Non-Operator, plus mtexest has beenr’ paid. Each
purchaser shall be entitled to rely upon Operator’s written statement concerning the amount of any de-
fault. Operator grants a like-lien and security interest to the Non-Operators to secure payment of Op-

)

. If any party fails or is unable {o pay its share of expense within Sixty (60) days after rendition of
a statement therefor by Operator, the non- defaultmg parties, including Operator, shall, upon request by

. Operator, pay the unpaid amount in the proportion that the interest of each such party beats to the in-

terest of all such parties. Each party so paying its share of the unpdld amount shall, to obtain reimburse-
ment thereof, be subrogated to the security rights described in the foregoing paragraph.

C. Payments and Accounting:

Except as ‘herein otherwise specmcal]y provnded Operator shall promptly pay and dnschax e expenses
incurred in the development and operatnon of the Conhact Area pursuant to this agleement and shall'v
charge €ach of the parties her ato with their respectwe plOpOl ‘tionate shares upon the expense basis pro-
vided ‘in the Accounting Procedure attached hereto as Exhibit “C”. Operalor shall keep an accurate
record of the joint account hereunder, showing expenses incurred and charges and credits made and

an

received.

Opcrator, at its cleclton, shall have the rxg,ht from {ime to tmlc to;demand and receive from the
other parties payment in advance of the:r rcspectlve ‘:harcs of the eﬂtm aled” amount of the expcnsc to

be incurred:in’ operatlons heteundcr durmg the next succeedmg monlh, whu.h rlght may be exercnsed on]y -

by submission to each such party of an itemized statement of such oshmatv.d expcme togclhcr ‘Wwith

nt’ in ‘advanceiof osh-

0

" mated’ expense “shall be submitted on-or béfore the 20th day of ‘the next pncéedmg month E’léh party

shall ‘pay to Opemtor its proporhonate share of such estlmate within flftccn (15) dnya'-af,cr such‘ es-
timate ‘and invoice is’ received.  If any party fails to pay its share o[ said e‘:tlmﬁtc wﬂ.hm Vud hme, the
amount due shall bear interest as provided in Exhibit “C" unul paid. ‘Proper adJu>tment <lnll be

.made monthly between advances and actual expense to the end that each. p:uty shqll be-u* and pay’ ;_t_a“{

proporhonate share of actual expenses incurred, and na more.
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I D, Limitation of Expenditures:

2

3 1. Drill or Deepen: Without the consent of all parties, no well shall be drilled or deepened, ox-
; 4 cept any well drilled or deepened pursuant to the provisions of Article VIB.2. of this Agreement, it being
§ 5 understood that the consent to the deilling or deepening shall include:

6

7T {1 Option No. 1: All neecessary cexpenditures for the drilling or deepening, testing, completing and

8 equipping of the well, including necessary tankage and/or surface facilities.

9

10 [ Option No. 2: Al necessary expenditures for the dritling or deepening and testing of the well. When
11 such well has reached its authorized depth, and all tests have been compleled, Operator shall give im-
12 mediate notice to the Non-Operators who have the right to participate in the completion costs. The parties
13 receiving such notice shall have forty-cight (48) hours {exclusive of Saturday, Sunday and legal holi-
14 dnys) in which to elect to participate in the setting of casing and the completion attempt. Such election,
15 when made, shall include consent to all necessary expenditures for the completling and equipping of such
16  well, including necessary tankage and;/or surface facilitics. Failure of any party receiving such notice
17 1o reply within the period above fixed shall conslitute an election by that parly not to participate in
18 the cost of the completion attempt. If one or more, but less than all of the parties, eleet to set pipe and
19  to’attempt a completion, the provisions of Article VLB.2, hereof (the phrase “reworking, deepening or
20 plugging back” as contained in Article VI.B.2, shall be deemed to include “completing”) shall apply to
21 the operations thereafter conducted by less than all parties. . :

23 2. Rework or Plug Back: Without the consent of all parties, no well shall be reworked or plugged
24 back except a well reworked or plugged back pursuant to the provisions of Article VLB.2. of this agree-
25 ment, it being understood that the consent to the reworking or plugging back of a well shall include
26 - consent to all necessary expenditures in conducting such operations and completing and equipping of
27 said well, including necessary tankage and/or surface facilities.

SRV

28 , ~ | J
29 3. Other Operations: Operator §ha!l not undertake any single project reasonably estimated to require !
30  an expenditure in excess of _Twenty Thousand . __Dollars ($.20,000.00 ) ‘

31 except in connection with a well, the drilling, reworking, deepening, completing, recompleting, or plug-
32  ging back of which has been previously authorized by or pursuant to this agree'menf; provided, how-
33 ever, that, in case of explosion, fire, flood or other sudden emergency, whether of the same or different
‘34 nature, Operator may take such steps and incur such expenses as in its opinion are required to deal with
35  the emergency to safeguard life and property but Operator, as promptly as possibyle, shall ‘report the emer-
36 gency to the other parties. If Operator prepares “Authorlty for Expenditures” for its own use,
37 Operator, upon request, shall furnish copies of its “Authority for Expenditures” for any single project

DL T PO A 1K T A RN A YU P

38 costing in excess of _len Thousand - ' Dollars ($.10,000.090 ).
38 v
40 E. Royallies, Overriding Royalties and Other Payments: . :
41 or other burdens out |
groduction
42 Each party shall pay of deliver, or cause to be paid or delivered, all royalt:ee/ to the extent of ¢
43 _one-fourth (1/4)* due on its share of production and shall hold the other parties free £
44 from any liability therefor. If the interest of any pariy in any oil and gas lease covéred by this agree-
45 ment is subject to any royalty, overriding royalty, production payment, or other charge over and above ;
46 the aforesaid royalty, such parly shall assume and alone bear all such obligations and shall account %
47 ~ for or catise to be accounted for, such interest to the owners thereof. g
. 48
T 49 No party shall ever be responsible, on any price basis higher thzn the price received by such party, 3

AN RN

§0 to any other pariy’s lessor or royalty owner; and if any such other party's lessor or royalty owner should
51  demand and receive setllements on a higher price basis, the party contributing such lease shall bear the
52 royal‘t'jr"bul‘den' insofar as such higher price is concerned.

%
¥
3
i
:
H

. - 53 ‘ .
.54 'F." Rentals, Shut-in Well Pa&ments and Minimum Royallies: ’
: “ +55 - - l ’ %
‘ V 56 . Rentals, shut-in well paymenis and minimum royaities which may be reguired under the tenns of §
; - 87 any lease shall he paid by the party or parties who subjected such lease to this agreement at is or their
58 expense. In the event two or more parties own and have contributed interests in the same leabe to tliis
59 agaeement such pames may designate one of such paltws to make said payments for and on behalf of all
60  such partles Any party may request, and shall be entitled to xeccwe, proper cvxdcnce of all such _pay-
61 ﬂmcnts In the event of failure to make proper paymenl of any rental shut-in well payment or m)mmum 5
62 1oyalty th\ough mistake or oversight where such pqymenl xs rcquurcd to con(muc the' lease m forcc il ;
63 any loss which results from such non-payment shall be bor ne in accordance with. the prov lsmm of \Alhcle
64 1IV.B.2 ; . 5
A 65 o AN A :
- 66 Operator shall nohfy Nou-~ Opemtm of the anhcnpatcd complctlon of a shut-in gds “C‘" ox thc shut— ' E

67 ting in or return to production of a producing gas well, at leust five (5) days (oxcludmg Salmthy, Sun-’

68 day and hohdays), ‘or at the earliest opportunity permitted by cnrcurmlances, prioi* to ta:\mg such acnon, -
69  hut assumes no llabll:ty for failure to do so. In the event of failure- by Opmalot ‘to so notify: Non-:‘;
70  Operator,’the loss of any lease contributed hereto by Nou- Opmalox for fatlure to make timely payments i

#% See Article XV-P -9.
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64
65
66
67
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‘lease covermg such oil and gas in frest for a term of one year and $o long

of any shut-in well payment shall be borne jointly by the partics hereto under the provisions of Article
1V.B.3. :

G. Taxes:

Beginning with the first calendar year after the effective date hereof, Operator shall render for ad
valorem taxation all property subject to this agreement which by law should bLe rvendered for such
taxes, and it shall pay all such taxes assessed thereon before they become delingueni. Prior 1o the ren-
dition date, each Non-Operator shall furnish Operator information as to burdens (to include, but not be
limited to, royaities, overriding royalties and production payments) on leases and oil and gas intercests con-
tributed by such Non-Operator. If the assessed valuation of any leaschold estale is reduced by reason of its
being subject to outstanding excess royalties, overriding royalties or production payments, the reduction in
ad valorem taxes resulting therefrom shall imire to the benefit of the owner or owners of such leasehold
estate, and Operator shall adjust the charge to such owner or owners so as to reflect the benefil of such
reduction. Operator shall bill othm parties for their proporfionate share of all tax payments in the man-

ner provided in Exhibit “C”,

If Operator considers any tax assessment improper, Operator may, al its discretion, protest within
the time and manner prescribed by law, and prosecute the piotest {o a final determination, unless all
parties agree to abandon the protest prior to final determination. During the pendency of administrative
or judicial proceedings, Operator may elect to pay, under protest, all such taxes and any interest and
penalty. When any such protested assessment shall have been finally determined, Operator shall pay
the tax for the Jomt account, together with any interest and penalty accrued, and the total cost shall then
be assessed against the parhes and be paid by them, as provided in Exhibit “C”,

Each party shall pay or cause to be paid all production, severance, gathering and other taxes im-
posed upon or with respect to the production or handling of such party’s share of oil and/or gas pro-
duced under the terms of this agreement. .

H. Insurance:

At all times while operations are conducted hereunder, Opeiato’r shall com'ply with the Workmen’s
Compensahon ‘Law of the State where the operations are being conducted; provided, however, that Op-
erator may be a self-insurer for llablllty under said compensation laws in which event the only charge

'that shall be made to the Jomt account shall be an amount eguivalent {0 the premium whnch would have
“been paid had such insurance been obtamed Operator shall also carry or provide msulance for the
- benefit of the Jomt account of the parties as outlined in Exhibit “D”, attached to and made a part hereof.

Operator shall require all contractors engaged in work on or for the Contract Arca to comply with the

" Workmen’s Compensatxon Law of the State where the operations are being conducted. ‘and to maintain

such other insurance as Operator may require.

In the event Automobile Public Ligbility Insurance is spéciﬁed in said Exhibit “D”, or subsequently
receives the approval of the parties, no direct charge shall be made by -Operator for premiums paid for
such insurance for Operator's fully owned automotive equipment.

A ~ ARTICLE VIIL ,
ACQUISITION, MAINTENANCE OR TRANSFER OF INTEREST

A. Surrender of Leases:

The leases covered by this agreement, insofar as they'cmbrace ‘acreage in the Contract Avea, shall
not bé surrendered in whole or in part unless all parties consent thereto. ‘

However, should any party desu'e to surrender its interest in any lease or in any portlon thereof and
other pal ties do not agl ce or consent theveto, the party desmng to surrender shall asbxgn wlthout express
or implied war ranty of title, all of its mteres! in such lease, or portion thereof, and any well, matenal and.
equxpment w}uch may be located. ‘hereon and any rxght‘; in production thereafter sceured, {o the parhes
not desmng to surrender it. If the intei'cst of the assigning paity includes ‘an’oil"and’ gaa mterestf the as-
mgmng ‘party shall execute and dehver to the party or paxhcs not desxrmg (o suncnc’cr an .oil and'gas
(aftcr 25 oil analor gas
lS produced from “the land cove thereby, quch lease 1o be on the form a(!a ed hereto as L\hﬂnt “B"
Upon such asalgnment the ass ning party shall be relicved from all’ obhgahom thereaftcl accrumg,
but not therctofore accrued, wnth respect to the acreage assigned aud the opcrahon of any well thercon
and the assigning party sha)l ‘havé no further mterest in the !ense ass:gnul an
duchon other than- the royaltles retamc& in any’ lease made under thc terms of this Aruc‘lc The pamea
assxgnee shall pay to the party assxgnor the leasonable salvage value of the latter's mlemst m any vells
and equzpment on’ the assigned acreagc The value of all material shaill be detclmmcd m nccoxdance
vnth ‘the provnsxons of Exhibit “C”, less the cstimated cost of salvaging and the cshmaled cost ‘of piug-\.vs

ging and ahandonmg It the assignment is in favor of more than onc party, the asslgned mterest shall o

- 10 -
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e ‘ i .
1 be sharcd by the parties assignee in the proportions that the interest of cach bears to the interest of all
j 2 parties assignee.
i 3
? 4 Any assignment or surrender made under this provision shall not reduce or change the assignor's or
i 5 suwrrendering partics’ interest, as it was immediately before the asstgnment, in the balance of the Contract
'; 6 Arca; and the acreage assigned or surrendered, and subsequent opcrations thereon, shall not therealter
i 7  be subject to the terms and provisions of ghis agreement.
! 8 ,\‘
i 9 B. Rencwal or Extension of Lenscs:
10 ~
11 If any ‘party secures a renewal of any oil and gas lease subject to this Agreement, all other parties
| 12 shall be notified promptly, and shall have the right for a period of (hirty (30) days following receipt
: - 13- of such notice in which to elect to participate in the ownership of tiie renewal lease, insofar as such
‘ 14 . lease affects lands within the Contract Area, by paying to the parly who acquired it their several proper
15  proportionate shares of the acquisition cost allocated to that part of such lease within the Contract Area,
16 which shall be in proportion to the interests held at that {ime by the patties in the Contract Area.
: 17 . i
18 If some, but less than all, of the parties elect to participate in the purchase of a renewal lease, it
19  shall be owned by the parties who ©lect to participate therein, in a ratio based upon the relationship of
20 their respective percentage of participation in the Coniract Area {o the aggregate of the percentages 4
21 of participation in the Contract Area of all parties participaling in the purchase of such renewal lease. i
22 Any renewal lease in: which less than all parties elect fo participate shall not be subject to this agreement. !
- 23 ) ; ) )
.24 Each party who participates in the purchase of a renewal lease shall be given an ‘assignment of its
25 proportionate interest therein by the acquiring party. :
26 : . ;
iy 27 The px‘0vj'sions_ of this Article shall apply to renewal leases whether they are for the entire interest
z 28 covered by the expiring lease or cover only a portion of its area or ‘an inlerest therein. Any renewal lease
29 taken before the expiition of its predecessor lease, or taken o1 confracted for within six (6) months after ’
30 ' the expiration of the existing lease shall be subject to this provision; but any lease taken ‘or contracted :
4 31 for more than six (6) months after the expiration of an existing lease shall not be deemed a renewal
5 -+32 - lease and shall not be subject to the provisions of this agreement. :
. 33 . . ) )
’ 34 . The provisions in this Article shall apply also and in like mammer to extensions of oil and gas
35 leases. ) .
36
%:, E 37 €. Acrcage or Cash Contributions:
B s 38 .
’ 39 While this agreement is in force, if any party contracts for a contribution of cash toward the drilling g
i 40 of a well or any other operation on the Contract Area, such contribution shall be paid to the party who !
: . 41 . conducted the drilling or other operation and shall be applied by it against the cost of such drilling or ‘
i - 42  other operat:on If the contribution be in the form of ac;eage, the party to whom the contubuhon is
43 “made shall promptly tender an assignment of the acreage, thhout warranty of tltle, to the Drilling
44 Parties in the proportxons said Drilling Parties shared the cost of drilling the well. 'If all parties hereto A i
2 45 are Dnllmg Parties and accept such tender, such acreage shall become a part of the Contract Area and ;
53 46 be governed by the provisions of this agreement. If less than all parties hereto are Drilling Parties and
& i 47 accept such tender, such acreéage shall not become a part of the Contract Avea. Each party shall prompt-

48 1y noufy all other parties of all acreage or money contubutlons it may obtain in support of any well or

e ;
49 - any other operation on the Contract Area.
: 50
e 51 If any party contracts for any consxderatlon relating to d1spo<utlon of such party's share of substances
13 .~ 52 produced hereunder, such' consideration shall not be dcemed a conlribution as contemplated in this
;2 e 53 Arlicle VIIL.C.
e! 54 . .
- 85 D. Subsequently Created Interest: ,
56 . i
57 Notwtthstandmg the provxsxons of Article VIILE. and VIII. G., if any party hereto shaltl, subsequcm

§8 to execution of this agreement create an ovexndmg royalty, ploduchon payment, or net procecds mtex-— ‘
. 59 »sest whxch such interests ure hereinafter referred to as “subscquently created interest”; such subsequently
60 "created interest shall be specifically made: subject to all of the terms and provisions of this agreement as

S8l follows: ) o -
62 ’ i
63 1. If non- conscnt opcxallons are conducted pmsu:mt {o any provmon of tlns agreemc:nt.'and the
64 par ty conductmg such operations bccomes entltled ‘to receive the produchon attubutab!e 1o thc) ll\thCbt ¥
65" out ‘of whlch the subsequcntly cireated’ mtcleet is dcnvcd such parly shall rccewc same frcc, ﬂ*nd clcat
66 of such subscqucntly ereated intevest.” The party cxeatmg same shall bear and” pay all such subﬂcq’icntly o
_ 67  created interests and shall mdemmfy and ho]d the other parties herelo free and harmless . fio i
& - 68 ' all liability _resultmg therefrom. | ‘ } fe ;‘g ‘
e | | e i
(a0 .
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1 2. If the owner of the interest from which the subsequently created interest is derived (1) fails to
.2 pay, when due, its share of expenses chargeable hercunder, or(2) clects {o abandon a well under pro-
3 visions of Article VLE. hercof, or (3) cleets {o surrender a lcase under provisions of Article VIILA.
4 hereof, the subsequently created inlerest shall be chargeable with the pro rata portion of all expenses
b hercunder in the same manner as if such interest were a working interest, For purposes of collectling
6  such chargeable expenses, the pm'ty or parties who receive assignments as a result of (2) or (3) above
7  shall have the right to enforce all provisions of Article VILB. hereof against such subsequently created
8

interest.
9
10  E. Maintenance of Uniform Interest:
12 For the purpose of maintaining uniformity of ownership in the oil and gas leaschold interests

13 covered by this agreement, and notwithstanding any other provisions to the contrary, no party shall
14  sell, encumber, transfer or make other disposition of its interest in the leases enibraced within the Con-
15 ftract Arca and in wells, equipment and production unless such disposition covers either:

17 1. the entire interest of the parly in all leases and equipment and production; or

18 ‘

19 ‘ 2. an equal undivided interest in all leases and cquipment and production in the Contract Area.
20 ) ’

.21 . Every such sale. encumbrance, transfer or other disposition made by any party shall be made ex-

© 22 pressly subject to this a‘greement. and shall be made without prejudice to the right of the other parties,

24 - If, at any tlme the interest of any party is dwxded among and owned by four or more co- owners,
25 Operator, at its “diseretion, may require such co-owners to appoint a single trustec or agent with full
26  authority to receive notices; approve expenditures, receive billings for and approve and pay such party's
27 share of the joint expenses, and to deal generally with, and with power to bind, the co-owners of such
28 - party's interests within the scope of the operations embraced in this agreement; however, all such
729  co-owners shall have” he right to enter into and execute all contracts or agreements for the dlsposmon
30  of their respective shaves of the oil and gas produced from the Coniract Area and they shal! have the
31 7right to receive, scparaiely, payment of the sale proceeds hereof.

32 , ,
"33 F. Waiver of Right to Partition:
34
33 It permltted by the laws of the state or states in whlch the property covered hereby is located each

36 . party hereto ownmg an undivided interest in the Contract Area waives any and all rights it may have
57 'lo partition and have set aside to it in severalty its undivided interest therein.

-39 \G- I’ch(.xcui;a: R;g}r‘fiu Porctraser:
40 , . B o L , .
41  Should any party désiie to sell all or any part of its interests under this agreement,oF its rights and

42  interests in the Contract Avea, it shall promptly give written notice to the'o parties, with full infor-
43 mation concerning its proposed sale, which shall include the name dress of ‘the prospective pur-
44 chaser (who must be ready, willing and able to purchase), t irchase price, and all other terms of
45 the offer. The other parties shall ‘then have an opti prior right, for a period of ten (10) days after
46 recexpt of the notice, to purchase on the same s and conditions the interest which the other party

47 proposes to sell ang, if this optlona t is “exercised, the purchasing parties shall share the pur- -
48 #$ that the mterest of cach bears to the total interest of all pmchdsmg
49 <all be no pxeferentlal rlght to purchase in those cases where any party wishes
50 elesls “or to dispose of its interests by merger, reorganization, consolldahon, or sale
51 ubstantlally all of its assels to a subsidiary or parent company or to a subsidiary of a parent
32 } .o—ﬁﬂneihany—one-paf&-wm—aﬂﬁajo&w%e—ﬁeek

53 . P :

- 84 - ARTICLE IX,
33 ' c V'l‘l.RNAL RFVENUE CODY ELECTION S
56 SEE ARTICLE Xv.0. ‘
57 ; ?"M‘;&*&éﬂ‘eﬁ{ﬂm 5 7

38 "erSh‘p or-an ass"‘-“a“o“ for Dloflt between or among the partxes hereto Notw;thslandm o\

T permitted and aulhoumd by Sccl_lon 761 of
Opelator ns authorlmd 'md dnected (o ckccute on

t cr
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sich-prety-shalb-give-anynotices-e—tako-any-othoi—astioninconsislonte.with-thoesdustion.made.ieseh

ARTICLE X,
- CLAIMS AND LAWSUITS

Operator may settle any single damage claim or suit arising from operations hereunder if the ex~
penditure does not exceed _Three Thousand Dollars
($3,000.00 ) and if the payment is in coniplete settlement of stch claim or suit. If the amount
required for settlement excéeds the above amount, the parties herclo shall assume and take over the
further handling of the claim or suit, unless such authority is delegated 1o Operator. All costs and ex-
pense of handling, settling, or otherwise discharging such claim or suit shall be at the joint expense
of the parties. If a claim is madé against any party or if any parly is sued on account of any matter
arising from operations hereunder over which such individual has no control because of the rights given
Operator- by this agreement, the party shall immediately notify Operator, and the claim or suit shall
be treated as any other claim or suit involving operations hereunder,

N - ARTICLE XI.
) » FORCE MAYEURE

If any party’is rendered uﬁable, wholly or in puart, by force majeure to carry outl its obligations

. under- ‘this agreement, other than- the obligation to make money payments, that party shall give to all
»other parties prompt “ritten notice of the force majeure with reasonably full particulars concerning it;

thereupon, the obligations of the party giving the notice, so far as they are affected by the force majeure,
shall be suspended during, but no longer than, the continuance of the force majeure. The affected party
shall use all reasonable diligence to remove the force majeure siluation as quickly as practicable,

The reqmrement that any force majeure shall be remedied with all reasonable dxspatch shall not
réquire the settlement of strikes, lockouts, or ‘other labor dlfflculty bv the party involved, contravy to its

> wishes; how all such difficulties shall be handled shall be entirely within the dlsczetion of the party
“concerned. f

'The: term "force majeure”, as here employed, shall mean an act of God, stuke, lockout or other
industrial dlsturbance act of the public enemy, war, blockade, public riot, lightning, fire, storm, floog,

“ explosion, governmental action, governmental de!ay, restraint or inaction, unavailabilily of equipment,

and any other cause, whether of the kind specifically enumerated above or otherwise, which is not
reasonab]y within the control of the party claiming suspension.

ARTICLE XII.
NOTICES

All notices authonzed or requ:red between the parties, and 1equued by any of the provns:ons of
this agzeement unless otherwise specxflcally provided; shall be given in writing by United. States maﬂ

or Waestern Umon telegzam postage or charges prepald o ‘by“teletype, and addressed to the party to -

whom the notice: is glven ‘at the addresses hsled on Exhibit “A”. The ongmatmg notice given under any
provision hereof shall be deemed gwen only when received by the pal ty to whom such notice is directed,
and the time for such: party to give any notice in response thereto shall'run flom the date the ongmat~
ing notice is received, . The second or any rﬂsponswe notice shall be deemed given when c‘eposxted m
the United States mall or with the Western Union Telegraph Company, with postage or chargcs plepald

or when sent by teletype Each party 'shall have the: rlght to change its address at any tlime, and from .
P

time to hme, by glvmg written notice hereof to a]l othier parties.
ARTICLE XL
TERM OF AGREEMENT

This agncemcnt shall remain in Iull ‘force and cffect as to the oil and gas leases 'md/or oil and gas in-

, tcreste sub]cclcd hcr».to for the pcl iod of tlme sclected below; pm\'ulcd howevu, no p'nlv hcnc’to shall
- ever be. conshued as having any ‘right, title or interest in or lo any Jease, or oil and gas

ii\le\lest con-

tributed by any other party beyond the term of this ag: cemient, PR 1 g-)?__\
=‘.‘.'_ :'- "'h _i

/ -
RS J)

, &
[] Ophon No 1 'So long as’ zmy ‘of the oil and gas leases submct to this agrecment remain o a_lc' con-

tinued in force as to any part of the Contract Avea, whether by pxoductlov\, O\tonsxon, ren-.., [
wise, and/or so long as oil’ and/or gas production continues from any Jease or oil and £as, ’mtexest
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{8) Oplion Mo. 2: In the evenl the wel) desaibed in Arlicdle VLA, or any subsenuent vl dridled
under any provision of this agreement, results in production of oil and/or gus in pouying quantities, this
sgreement shall continue in force so long as any stch well or welis produce, or ore capable of produc-
tion, and for an additionsd period of ___90  days fromn cessalion of @)} produdion; provided, however,
i, prtor 1o the expiration of such wdditional period, one or more of the porvlics hevela are eagaigied In
deilling or veworking n well or wells hereunder, this agrecment shall continue in force until such op-

crations hove been completed and if production yesulls therefyom, this agreonent shall continve in

forer as provided Hereln. In the event the well deseribed In Artlele VLA o any. subzeguent wedl
deilled hercunder, rvesulls in a dry hole, and no other well is producing, or capable of producing oil
and ‘or gas firom the Conlract Aren, this pgreement shall terminate unless dridling oy reviorsing opera-
e nre copmeneed within, 90 _days timncthe date of obsoslonent of dintd well,

Wb ageveed, hiowever, Bt the tesminntlon of thia ll)!l'('l"llﬁ‘jl‘ thnld pot relleve nny purly herelo from
nny Hlpbifity shleh has pecrined o alfachiod pekos to (e dinde of such termithntion,

ARTICLE X1V, :
COMPLIANCE WITH LAWS AND REGULATIONS

A. Laws, Rc;.:u)nﬂons phd Orders: )

This agbcemcnt shall be subjeet to the conservalion Jaws of the state in which ihe committed
acreage is loeated, to the valid ru!e_s. regulations, and orders of any duly conslituled reglatory body of
said state; and to all other applicable federal, state, and local Jaws, ordinances, rules, regulations, and
orders. - ' ,

B. Go¥zining Law:

The essential validity of this nzreemegnt and all matters pertaining thereto, including, bul not lim-
ited 1o, matters of performance, non-pzriormance, breach, remedies, procedures, rights, duties and in-
terpretation or constraction, shall be governed and determined by the Jaw of the state in which the

\ Contracl Area is located. If the Contract Area is in two or more slates, the Jaw of the state where most
of the Jand in the Contract Areca is located shall govern. . . ;

ARTICLE XV,
OTHER PROVISIONS

-

A. Articles VI.B., Subsequent Operations, and VIL.D., Limitations
__of Expenditures, are amended to include "sidetracking” in those "
""‘operations li:sted on page 5 in lines 4,6,11,50 and 70; on page-

6 in lines 19,22,29,49 and 60; and on page 9 in liues 3,4,7,10,
19 and 31, and to.include "reworking"-in line 29 on page 6.

B. The use of the word "all" twice in line 5 of Article VI,B.1. on

page 5 shall not be interpreted to preclude caupletion pursuant
to Article VIL1.D.1l., deepening, plugging back, sidetracking,
.xecompleting ox any other operation of a well drilled by less
‘than all of the parties in accordance with Article VI.B. upon
ing Parties to do so. Notices shall be given and each party
shall respond within the same period and under the same condi-

tions as established fox etio ; -V

and, in similar manner, the operation may be conducted under
the non-consent provisions of Article VI.B.2. if less than
all of the parties who have the right to participate elect to

" join in such operation.

‘C. The use of the alternative "or VI.E.1." in Article VI.B.2. in
" Jine 18 on page 5 is in reference to the last sentence of Arki-. .

cle VI.E.1. and dog¢s not imply that a party may be a Non- -~
~ Consenting Party as to the costs of abandoning a well. s

" of page 7 at the conclusion of Article VI.C.: i

- fThe following sentence is added as a new paragraph on lxnetZS

"Dnléss required by governmental or judicial process, n

’iffﬁa”ty~heretq shall be forced to share an available narl
_“with any nontaking party." . N O

a proposal from one of the Drilling Parties to the other Drill-

“completion attempts in Article VII.D.l.,
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A ney Article VI.F. is added on line 4 of page 8 recading as follous;

by Save the Lease Clausc:

”Motwithstanding the Foregoing Provisions, if, during the term of this
agreement, o well js fequired to he dri)lcd, dccpencd, reviorked,
pluggcd>bnck, sidetrackcd, or Fecanpleted, o any other opcration 1ay
be required In order to (1) continue a lease of leases gy force and..
-effect, or (2) maintain g Unitized areg OF any portion thereof jp force *

the Premises, failihg’ in vhich certain rights vould terminate, the-.
lelOWing shall apply.  Shoyld less thap all of the Parties herete
elect to Participate and Pay thejr Proportionate Part of the costs
to be incurred in such OPeration, thosae Parties desiring to particj..
Pate shall hayn the right to do S0 at their sole Cost, risk, and
CXpense, Prompt ty following the conéTuSiqg of such Op2ration, each

an
of those Parties not participating'agree,to eXecute and deliver/to

Yise may have besp preserysd by virtue of such oparaticp and in the
drillihg unit uponp vhich the well was drilled excepting, however.

The word Yonly g inserted after the word "encempassh in line 2 op page 8,
The words and ﬁh&erals "Eifteen (15)n 5, liﬁe‘GS on pége 8 are: deleted and
replaced by "thirty (30)n, . . S .

Article viy g

. Tha Words Myg amended" are gaddeq aFter.P1954P

As regards Artfcieilej‘uoti¢es,ﬁ“
notices are alse authorize Ul
cejﬁjhngarty of

{48) hours to ¢

13: o, except pursvant to Articles VI.F, and Viig.s. ,»,

"'fbllowing‘lénguagé '”péfty" in Yine 65 o pags .

Thevehcémberances to'which féferehdes are made on page 5 at line 56 ang page
llyat~linc 58 are only to thosa of record of to which reference js made o

- Exhibit upn,

At thévréqUesthf_the‘Operdtor, the’parficsihereto agres.

but:w,iﬁ“th’n‘o’-é!i'li Jation to dg S0, to furnish o 0

‘respective'inté% sts ‘““‘*ETB}»gf”qs na; it gacde sote drilling an

Pleting of all y 1 (Conaeh tubular g00ds 5o fyupn shed by “cach

pic & Githai : 7ialﬁ(COﬁdi‘ on ! ')’OF[QSCd'ﬁu q]L(CQnditTOn
a,ﬂ_g'rg(cahdfqun[\ﬁk);}s fﬁfhishéd, itfﬁhall'beﬁthe‘resn

Operat, ‘“‘“m,“  §éF5tor_ggfccs before using that

ty o d | oo before using i
‘to cause ¢ e > teste f't'thé'wcll by a m9§599w9f7m?§h943,,

ﬁo?malfy”ﬁgédg B ’ sult of such tc$tfﬁg,indic5tes the
tubulars . ng design Specifications, it shaly

in ths industry, rée

be uSad;foEHcrwisc, it shall pe rejected,

VI
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‘Section 167 of the Code.

The parties hercto recognize that this Agrecment creates a part-~
nership for United States (and applicable state) income tax
purposes and each of the Partics hercto agrees not to clect to be
excluded from the npplicntlon of Subchapler K of Chaptexr 1 of Sub-~
title A of the Intcrnal Revenue Code of 1954, as amended, (and any
similar state statute),

-~ Each of the Parxties agrecs that United States (and applicable
state) partnexship income tax returxns, shall be filed on behalf
of the arrangements between the Parties and their joint operations
undex this Agreement and Operator is hereby authorized and dirccted
to prepare and file such pavinexship income tax returns.

(a). Operator agrees to ust its best efforts in the preépara--
tion and f£iling of such partnership income ta» returns and in
making appropriate elections on such returns, acting on behalf
of itself and each other party hereto, but in so doing, Operator
shall incur no liability to any othcr party hereto with rcgard to
such xeturns or electlons.

{b) Operator shall submit copies of such retdrno to each
other party to this Agreement in sufficient time prior to the due
date, plus any extensions thereof to permir review and approvgl
. ’ . H . -

(c) Each othcr party herxeto agrees to furnish Operaror such

information xrelatihg to the operations conducted under this Agree—

ment as shall be required by lau for tax reportlng purposes.

- - The Parties ‘hereto hexeby authorize and direct Operatoxr to
make the. following elections undey United States (and applicable
state) Internal Revenue laws and regulations in the first and
subsequent years' tax retuxns to be filed under this hgreement:

{a) To elect, in'hccordance‘W1th Section 263 (c) of said

ibode and applicable regulations, to expense dll: intanglble drill-

ing and development costs with respect to both productive and non-
product1vc vells and the preparation. of wells for productlon of
oil and/or gas.

(b) To. elect to compute allowance for depreclatlon in
respect of all: property-vubject to depreciation that is acquired
for the joint account of the parties pr otherwvise owned by them ,
as co~owners according to the unit of production method under

‘(c) The accrual method of acccunting shall be adopted by
the tax partnership and such accounting shall be maintained on
a-calendax )ear basis.

The Parties hereto‘egree that for purposes of the federal
and state partnership income tax returns to be filcd under this
Agreement, ‘the gains and losses from sales, abandonments, or
other dispositions of property and all classes of costs, expenses
and credits, including depreciation and depletion, shall be
shared and.accounted for by each party in any applicable fedexral
and state income tax return as -follows: , &

¢
7

(a) The production costs shall be allocated as deductions
to each party in accordance with their 1cspecL1ve contributions
to such costs. ‘

(b) Thc e/plcration costs and xntdngiblc dlilllng and
developuent costs shall be dllocated as deductions to each party
in accordance - ‘with the:r respective contributions to such costs.

4
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cated to each
utions to the
defined in
as amended,

depreciation on tangible equlipment shall be-allo-
party in accoxdance with their respective contrib- :
adjusted basis on such equipmenL, as adjusted basis
Section 1011 of thc Internal Revenue Code of 1954,

and any similar statce statute

The deduction for depletion shall be computed separately

by the partie

_ Gains and losses from cach sale, abandonament or other
disposition of propexty (othexr than oil, gas or othex hydrocarbon
substances) will be allocated to the paxties in such manner as
will refelet the gains and losses that would have been includable
in thelr respective income tax returns if such property were held

hereto. -

by the. parties outside this- Agreemen The conputations shall 3
take into account each party's sharxe of the proceeds derxrived from :
each sale or other disposition of suv:h property during the year,

selling expenses and the parties' rerectivc contributions to the i

unadjusted cost basis of such property, less an allowed or allow-
~able depreciation, depletion, amortization or other deductions
“"which have been allocated to each party with respec! to such
propc ty as provided in this Agreement,

The investment credit allowed by Section 38 of the

" Internal Revenue Code of 1954 shall be allocated among the parties
‘dn accordance with their respective contributions to qualified
‘investments as provided in said Section 38,

All other items or classes of costs and expenses not
'spec1f1ca11y allocated under the provisions of this Section shall -

. be allocated to and '‘accourited for by each party in accordance with
their respective contributions to such costs, cxpenses and credits.

The Parties agree that income from the production of all
including o0il, gas or other hydrocarbon substances,
shdll ke allacated to each party in accordance with their respec~
tive shares under this Agreement. , - :

minerals,

It is the intent of the Parties that these provisions be
limited in their application to matters relating to-United States
taxes based on income and shall not in any way change, amend, or
‘affect the substantive rights of the Parties othelwise contained

It is not the purpose or. intention of the Parties hereto to’
create any partnership, mining partnership ox. association other
than as above provided, and neither this Agreement nor the autho-
rizations ‘hereunder shall be construed as providing, dlrectly oY
indirectly, for any joint or cooperative refining or marketing or
sale of any party s interest In oil and gas or the products there-

should anv»party to this agreement contrlbute or include in the Unxt Area an oilk
and gas “lease w1th.roya1t1es or other burdens against production lass than a total
ag~‘0uktﬁ,0£ Ll‘hf/»t"hl (174 of 8/8), the party contributiny same will ‘
credlted with' tha dlffcrcuce between the 10)alty and production burdens and l/4

- of 8/8, subgect to proportionate reduction on an acreage basis to the proration
unit to which the lease is subject. ;
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S I ATICICLE XV,

2, " MISCELUANEQUS .
3
4 This agréement shall bz binding upon and shall inure {0 the Lenefit of the parties hecelo and to their
5 respective heirs, devisees, legal representatives, successors an assipns.
6 - .
7 “This instrument may be executed in any number of counterparts, each of which stall be consicerad
.8 an original fot all purposes,

3 9 :

g 10 IN WI' .8SS WHEREOQF, this agreement shall be effective as o[ ,,,,,,, _day of ,

10_80 _,

OPERANOR

‘MONSA

W= O O
S
f
.

[

we'
annas

M

Non’ OPLRA'.COR.S ': ST
T FLORIDA F)C(’LORAL'I(N coMpANy ¢
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EXHIBIT "A"

Attached to and made-a part of that certain Unit Operating Agreement :

‘ - dated July 17, 1980, between :

MONSANTO COMPANY, as Operator, and FLORIDA EXPLORATION COMPANY, ET AL,
Non-Operators

I. Lands Subject to Unit Operating Agreement

Sections 17, 20, and 29, Township 23 South, Range 34 East,
'N.M.P.M. Lea County, New Mexico (S/2 Section 17 is owned 100% by Conoco, Inc.
This acreage is uncommitted to the Unit Area and Unit Operating Agreement.)

II. Working Interest of the Parties Under This Unit Operdting Agreement

A. Initial Morrow Well in Section 20, Reentry of Great Basins #2
’ Antebellum Unit Well in NE/4 Section 29 and Optional Second
" Morrow well on Unit.

BPO (%) APO (%)

Monsanto Company 50.000 37.500 . e

Florida Exploration Co. 25.000 18.750 R SRR '

- Cola Petroleum, Inc. 20.000 15.000
" Landis Drilling Co. 5.000 3.750
~ J.s C. Williamson C 0.000 12.500
Max Curry _.0.000 12.500
100.000 100.000

B. Any wells drilied in addition to those enumerated in II.A. above

Monsanto Company 37.50

. Florida Exploration Co. 18.75

. ' Cola Petroléum, Inc. 15.00

’ ) Landis Drilling Co. 3.75°
-J. C. Williamson - 12.50

Max Curry . 12.50
: 100.00

III. The term "payout" as used in this Operating Agreement shall mean the
' date of which Monsanto Company, Florida Exploration Company, Cola
Petroleum, Inc. and: Landis Drilling Company (hereinafter referred to
as Monsanto, et al) shall have recovered out of” "the total proceeds
of production from the wells provided for in II.A. of Exhibit "A"
hereof that have been completed as a producer(s) of oil or gas, pro-
vided however, if the proration unit(s) ‘of ‘any of said wells include
‘lands other than lands coveréd by the Exhibit "A" lease(s), then the>
total proceeds of production attributable to payout from any such well
shall be proportionately reduced by a fraction the numerator of which
18 the total net acres of land covered by the Exhibit "A" lease(s)
included in the proration unit and’ ‘the denominator of which is the
‘gross ‘acres. in the proration ‘unit for the particular well (after dz~
: _ducting the lease royalty, the overriding royalties and other interest
“4in production burdening the worklng interest of Mbnsanto, et al at the
2" time of ‘3. C. Williamson and Max’ Curry s assignment to Mbnsanto, et al
frhereunder, ‘and applicable gross production taxes), 100% of the ‘cost of
.-drilling, completing, ‘testing and’ equipping all wells provided for in




IT.A. of Exhibit "A" above (including,

but not by way of llmitation, -
any such wells that may have been compl

eted as dry holes) Lo produce

) or plugging
together with 100% of the
ly of treating, dehydrating
‘thereof up to such time.

and abandoning (in the event of a dry hole),
operating costs (Including the direct cost on
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Iv.

Addresses of Parties To Which Notice Should Be Sefit

A . Monsanto Company

. ‘ 4 1330 Midland National Bank Tower
: L 500 West Texas - : ; P
Midland, Texas 79701 ' ' e o ‘ o
‘Telephone: (915) 683-3306 : o g

Florida Exploration Company ‘ ] , ' s
- 930 Vaughn Building _ - ’
‘Midland, Texas 79701 - _ ' -

‘Telephone: -(915) 683-3306"

- Cola Petroleum, Inc. ; . ’ ST v Ty
619 West Texas o »

- Midland, Texas 79701 - ‘ : o
Telaphone: ~ (915) 683-3221 . '

J. C. . Williamson
P. 0. Box 16 o
- Midland, Texas 79701 : :
Telephone: (915) 682-1797 '

‘Midland, Texas 79701 b . o , ' ’ T

T Landis Drilling Company .
4 One Marienfeld Place . . : o S RDURTE LRI RE
ST - Midland, ‘Texas 79701 = , . g R S

'Telephone: (915) 683-4151 S
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EXHIBIT "A-1"’
‘Attached to and made m..vvmwn.J o.m.wwymn _ no.nnmw;a .
,ommnmnubmwwmﬂmmawﬂﬁ dated July 175 womo. ,._«vm.wtng .

. MONSANTO - COMPANY, as ;.‘.owwum‘noﬂ._ : .

“FLORIDA EXPLORATION COMPANY, ‘ET ALy Non-

N




MONSANTO COMPANY,

=y
K

Original Lessce:
Current Lessee:

.

Date:
Descyiption:

, . Yessox:
Original Lessee:

. Date:
Pescription:

YLessor:
Current Lessee:

Pate:

Orlglnal Lessee:

_ Date :
*".*" Description:

Lessee:
Date:
bzscription:

l. Lessorxr: .

Original Lessee:

Descxiption: .
L " Lea County

I.essor"
' Hoover H. Urlght

Current Lessee" J. C Wllllamson (as&énment pend:mg appxoval'

o Lea COunty, New Mexlco

Lessor:

EXHIBLT "A-2Y

Attached to and made a part of that certadn Uit Operating Agreensznt

dated July 17, :

as Operatox und PLORIDA FXPLORATION COMPANY, ET AL, as
Non-Operators

1980, between

SCHEDULE OF LEASES YOR BACK BASIN uRLy

U.S.A.-=R. 1, 18304

Hoover H. Wright

J. C. Williamson (assignment pending approval
by BLM)

May 1, 1973 -

M/2 Section 17, 7-23-§,

R34, TE.PLHK.,
Y.ea County, New Mexico :

-

U.S.A. ~ %LC 065194
Continental

‘May 1, 1951 -

S/2 Section 17, T~-23~S R~34--8,
Lea COunty, Hew Mexico

N.H.P.H. s

U.S.A. - N.M. 18306
Hoovex H. erght

' J C. IJllllamq.on. (assxgnment pendmg approval

by BLM)
May 1 ,1973 ) :
Section 20, T—ZS-—S R—Slr-F N, M P M.,
New Mexico

-

U.S.A. — N.M.- 18307

..

by BLYM)
lday 1 1973 p B
E/2 & sw/lc Section 29, 'r ?3*.,, R~3';—~T . M P. M

State of New Mexico LC 8378
‘J. C. Williamson -. -~ - _ R
June 1, 1980 S : TR
N/ 4 S"ctlon ?9 -23--8, R--34-FE,

Lea County, New Me:u.co , .

“
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EXHIBIT ¢ ™

: - e dated July 17, 1980, ..\....-.lz?—. C.ﬁ.!.‘?.'?.ﬂ”.YQN?!N!.?Q.&QY‘.!?.\NX...?!3,4.........
‘ ... FLORIDA EXPLORATION COMPANY, KL Al . . . ..

ACCOUNTING PROCEDURE
JOINT OPERATIONS

1. GENERAL PROVISIONS

1. De[initibns
“Joint Property” shall mean the real and personal property subject to the agneement to which this Accounting

Procedure is attached.

“Joint Operations” shall mean all operations necessary or proper for the development, operation, protection and
maintenance of the Joint Preperty.

“Joint Account” shall mean the account showing the charges paid and credits received in the conduct of the Jomt
Operations and which are to be shared by the Parties.

“Operator” shall mean the party designated to conduct the Joint Operations.

“Non-Operators” shall mean the parties to this agreement other than the Operator.

“Parties” shall mean Operator and Non-Operators.

“First Level Supervisors” shall mean those employees whose primary function in Joint Operations is the direct
supervision of other employees and/or contract labor divectly employed on the Joint Propeirty in a field operat-

ing capacity.
“Technical Employees” shall meéan those employees Thaving spécial and speclfxc engineering, geological or other
professional skills, and whose primary function in Joint Operations is the handling of specific operating condi-

tions and problems for the benefit of the Joint Property.
“Personal Expenses" shall mean {ravel and other reasonable reimbursable expenses of Opelator 5 employees,
“Material” shall mean personal property, equipment or supplies acquhed or held for use on the Joint Property.

“Controllable Materia) . -shall mean Material which at the time is so classified in the Material Classification Manual
“as most recently recommended by the Council of Petroleum Accountants Societies of North America.

2. Statement and Bxllmgs
Operator shall bill Non- Operators on or before the last day of each month for thelr propo: tionate share of the
Joint ‘Account for the preceding month. Such bills will be accompanied by statements-which identify the author-
ity for expenditure, lease or facility, and all’ charges and credits, summarized by appropriate classificalions of in-
vestment and expense except that items of Controllable Material and unusual charges and credits shall be sep-

arately identified and fully described in detail.

: 3. Advances and Payments by Non-Operators
~_Unless otherwise provided for-in the agreement, the Operator may require the Non Operato;s to advance their
share of estimated cash outlay for the succeeding month's operation, Opelatox shall adjust each monthly hilling
_to reflect advances received from the Non-Operators. thi
Each Non—Operator shall pay its proportion of all bills wlthin days after receipt, If payment is not
~ made within such time, the unpaid balance shall bear intevest monthly at the rate of twelve percent ( 12%) per
- annum or the maximum contract rate permitted by the applicable usury laws in the state in which ihe Joint
", Property is located, whichever is the lesser, plus attorney’s fees, court costs, and other costs. in conncetion with

- the collection of unpald amount»

dJustments ‘
Payment of any such bills shall not prejudlce the right of any Non-Qpérator {o protest or ‘guestion the correct-
ness thereof provided, however, all bills and statements rendered to Non~()pexatoxs by Operator during any
alendar year shall conclusi be presumed to be true and correct affer” fwenty-four (24) months following
iid of any. ‘such calendar year, unless within the said twenty-four (24) mnonth period a Non-Operalor takes
n exception: thereto and makes claim on Opexa;on £or adjusiment. No adjustment favorable to Oporator shall
made unless it is' made within the same prescribed per i6d, The provisions of this paragr aph shall not prevent
ents rwultmg from a physxcal inventory of Controllable Material as provided for in Section V,

pon 1 in writing to Operator and all other Non Opuators, shall have the r:ght o nud:t Ope-

rds relating to the’ Joint Account for any calendar year within the Lweply-four (24) mopth
"year; provided, however, the making of an audit shall not exfend the
to and the adjustments of accounts as p) ovided for jn Paragraph 4 of this
ore Non—Operators, 1hc Non-Operatoxs shall make eyery ;\aso;mble e{,[ox; 10

‘ ther agreement of the Partics or Non-Operato;s is expressly required undcr other sec-
Procedure and if the agreement to which this Accounting Procedure js atlached contains
'regard thereto, Operator shal} nolify al} ‘Non-Operators of the Ope1 ator’s proposal, and
val of 2. ma;orzty in interest of the I\on—Ope; ators shall be controlling on all Non-opem_

AR A
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1. DIRECT CHARGES

Operator shall charge the Joint Account with the following items:

pu o

Rentals and Royalties

Lease rentals and royalties paid by Operator for the Joint Operations.

. Labor

A, (1) Salaries and wages of Operator’s field employees directly employed on the Joint Property in the conduct

of Joint Operations.

(2) Salaries of First Level Supervisors in the field, ,

(3) Salaries and wages of Technical Employees directly employed on the Joint Property if such charges are
excluded from the Owverhead rates.

B. Operator’s cost of holiday, vacation, sickness and dlsabihty benefits and other customary allowances paid {o
employces whose salaries and wages are chargeable to ihe Joint Account under Paragraph 2A of ihis Section
II. Such costs under this Paragraph 2B may be charged on a “when and as paid basis” or by “percentage as-
sessment’” on the amount of salaries and wages chargeable to the Joint Account under Paragraph 2A of this
Section 1I. If percentage assessment is used, the rate shall be based on the Operator’s cost experience.

C. Expenditures or contributions made pursuant to assessinents imposed by governmental authority which are
applicable to Operator's costs chargeable to the Joint Accovat under Paragraphs 2A and 2B of this See-
tion I1.

D. Personal Exnpenses of those employees whose salaries and wages are chargeable to the Joint Account under
Paragraph 2A of this Section IL

Employee Benefits ‘
+ Operator’s current costs of established plans for employces’ group life insurance, hospitalization, pension, re-
tirement, ‘stock purchase, thrift, bonus, and other benefit plans of a like nature, apphcabte to Operator’s labor
cost chargeable to the Joint Account under Paragraphs 2A and 2B of this Sectxon II shall be Operator's aclual

cost not to exceed twenty per cent (20%).

Material .
Material purchased or. furmshed by. Operator for use on the Joint Property as provided under Section 1V. Only
such Matenal shall be purchased for or transfcrred to the Joint Property as may be required for immediate use
and is reasonably practical ‘and consistent ‘with efficient and economical operations. The accumulation of sur-

. plus stocks shall be a\.mded:

Tmnsportahon

Transporiation of employees and Matenal necessary for the Joint Operatrons but subject to the following limita-
tions: .

Al l'f Materlal is moved to the Joint Property from the Operator’s. warehouse or othe1 propertles no chal ge shall

be made to the Joint Account for a distance greater than the distance from the nearest reliable supply store,
recogmzed barge terminal, or railway reccwmg point where like matenal is normally available, unless agreed

to by the Partres

B. If surp}us Matena! is moved to Operator's walehouse or other storage point, ho charge shall be made to the
Joint Account for a distance greater than the distance to the necarest reliable ‘supply ‘store; recognized barge
termmal or railway receiving point unless agreed to by the Parties. No charge shall be made to the Joint Ac-
count for moving Material to other propertles belonging to Operator, unless agreed to by the Parties,

C. In the apphcatlon of Subpar agraphs A and B above, there shall be no equahzatlon of actual gross trucking cost
of $200 or less excluding accessorial char ges.

Sexvices

The cost ot contract services, equxpment and- utlhtxes provrded by outsxde soulces except servxces excluded by
: Paragmph 9 of Section 1l and Paragraph 1. ii of’ Sechon 111. The cost of profesmonal ‘consultant services and con-
“-tract services of technical personnel directly engaged on the Joint Pxoperty if such chalges are excluded from the
Overhead rates. The cost of professional consultant servides of* contract services ‘of technical personnel not di-
rectly engaged on the Joint Property shall not be charged to the Joint Account unless previously agreed to by

" the Parties.

' Equlpment and Faclhlles Fuxnlshed by Operator .
A. Operator shall charge the Jomt Account for use of Oper atox owned equlpment and facxlmes at rates ‘com-
mensurate with’ costs of ownership and operat:on Such rates shall include costs of mamtenance repairs; other
opelatmg expense, insurance, taxes, depreciation; ‘and interest on investment not to exceed exght per cent (8%)
per annum, - Such rates shall not exceed avenge commercnal rates currently plevallmg in the’ lmmedlale area

of the Jomt Property )
B.. In lieu of charges in Paragxaph 7A above Opexalor may elect to use average commclcial rates px evallmg in
the immediate area of ‘the Joint Pxoperty less 20%. For automotive equipment, Opelalm may elect to use rates

publlshed by the Petroleum Motor Transport Assocmtnon

«)’

Dnmages and Losscs to Joint Property

U All costs or expenses necessai y 'for the’repair or 1ep1acement ‘of ‘Joint Property tade ‘necessary be ‘Ase"ot dam-.'

ages or losses incurred’ by fire, floo‘d;" ‘storm, theft, accident, or’ othcr)cause, except’ those’ resullmg from Operaldr's

gross negligence or willtful mlsconduct Operator shall fuxmsh ‘Non-Operator writtén notice of damages or losses
incurred-as soon as prnctlcable after a'report thereof has been received by Operator.

Legal I‘\:pense o - N
Expense of h’mdlmg, mvestlgatmg and settlmg lltlgatlon or' alanms. d:schaxgmg of llem ‘p’:‘ yment of judgments
‘and amount§) paid for settlement ‘of claims incurred in or resulting" from operat:ons und, he agreement 'or
necessary to protect or recover the Joint Property, except that no charge for services of Operator's legal ‘staff
‘or fees or expense of- ‘outside attorncys shall be made unless’ previously agreed to by the Parties. All other legal

_expense is considered to' be covered by the over head provisions of - Section III unless otherwise agreed to’ by the
Part:es except as provxded in Scctlon I, Paragraph 3.
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10. "Taxes

All taxes of every kind and nature assessed or levied upon or jin connection with the Joint Property, the opera-
gon thercof, or the production therefrom, and which taxes have been paid by the Opcmtm for the benefit of the
artics.

11, Insuvance

Net premiums paid for insurance required to be carvled for the Joint Operations for the protection of the Par-
ties. In the event Joint Operations are conducted in a state in which Operator may act as self-insuwrer for Work-
men’s  Compensation and/or Employers Liability under the respective state’s laws, Operator may, at its election,
include the risk under its self-insurance program and in that event, Opcrator shall include a charge at Operator's
cost not to exceed manual rates.

12, Other Expendifures

Any other expendlture not covered or dealt with in the foregoing provisions of this Section II, or in Section J1J,
and which is incurred by the Operator in'the necessary and propar conduct of the Joint Operdtlons

I, OVERHEAD

1. Overhead - Drilling and Producing Operations

i.  As compensation for administrative, supervision, oiilce services and warchousing costs Operator shall charge
drilling and producing operations on either:
( X ) Fixed Rate Basis, Par;graph 1A, or
( ) Percentage Basis, Paragraph 1B.
Unless otherwise agreed to by the Parties, such charge shall be in lieu of costs and expenses of all offices
and salaries or wages plus applicable’ burdens and expenses of all personnel, excep! those dzrectly chargeable
under Paragraph 2A, Section II. The cost and expense of services from outside sources in connection with
matters of ‘taxation, traffxc, accounting or matters before ox involving governmental agencies shall be considered
as in¢luded in the Oveérhéad rates provided for in the above selected Paragraph of this Section III unless such
cost and expense are agreed to by the Parties as a direct charge to the Joint Account.
ii. The salaries, wages and Personal Expenseﬁrof Technical Employees and/or the cost of professional consultant
services and conlract services of technical personnel directly employed on the Joint Property shall ( ) shall
not ( X) be covéred by the Overhead rates.

A. Overhead Fixed Rate Basis

(1) Operator shall charge the Joint Account at the following rates per well per month:

Drilling Well Rate $3,144. .00
Producing Weli Rate $449.00

(2) Appli(:ation of Overhead - Fixed Rate Basis shall be as follows:

(a) Dnllmg Well Rate

[1) Charges for onshore drilling wells shall begin on the date the well is spudded and terminate on
the date the drilling or completion rig is released, whichever is later, except that no charge shall
; ~be made during suspension of drilling operations ror fifteen (15) or more consecutive days.

[2) Charges for offshore drilling wells shall begin on the date when drilling or completion equipment

.. arrives on location and terminate on the date the drilling or completion equipment moves off loca-

tion or rig is released, whichever occurs first, except that no charge shall be made’ durmg suspen-
.sion of drilling operations for fifteen (15) or more cons::cutwe ‘days

{3] Charges for wells undergoing any type of workovéer or recompletion for a pemod of five' (5) con-
secutive days or more shall be made at the drilling well rate. Such charges shall be applied for
the period from date workover operations, with' rig, commence through date of rig release, except
that no charge shall be made during suspension of operations for fifteen (15) or more consecutive
days.

(b_): Producing Well Rates
[1] An active well either produced or injected into for any porflo'\ of the month shatl be considered
as a one-well charge for the entire month.

"[2] Each active completion in a multi-completed well in" which product:on is not ¢ommingled down
hole shall be cons1dered as a one-well charge providing cach completion is cons1dered a separate
-well by the govermng regu)atory authority. .

[31 An mactwe gas well shut in because of overpxoductlon or failure of pmchasex to take the produc-
tion shall be considered as a one-well charge provndmg the gas well is directly connected to a per-
.manent sales outlet,

[4] A one—well charge may be made for the month in which pluggmg and - abandonment opcrahons )

are completed on ‘any well

lease a]lowable ‘transferred allowable, ete.) shall not quatify for an overhcad charge.

f the flrst day of April each year following the effective date of the

g Procedure is dttached The adjustment shall be éomputcd by multi-
‘by ‘the percentage increase or decrease in the av eraga weckly e'irmng> of
o Workers for the Jast calendar yeav comp'ncd ‘to ‘the calendar year.
edm'g as ‘shown by n‘d'e"':f of ‘average weekly carnings of Criide Petroleum and Gas Fields Produc-
rkers as published by the ‘United States Department of Labor, Bureau of Labor Statistics, or the
’ uf lent Canadian index as pubhshcd by Statistics Canada, as applicable, 'I'he adjusted rates shall be

fes currently in use, plus or minus the computed adjustment.
i

—_3

! ;5] All other- mactwe wells (mcludmg but not lmnted to mactnve weolls covered by umt allowable, .
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B. Overhead - Percentage Basis
(1) Operator shall charge the Joint Account at the following rates:
{a) Dcvelopment

Percent ( 9) of the cost of Development of the Joint Property exclusive ot‘ cosls
provided under Paragraph 9 of Scction II and all salvage credits.

(b) Operating

e Percent (%) of the cost of Operating the Joinl Property exclusive of costs provided
under Pavagraphs 1 and 9 of Section II, all salvage credits, the value of injected substances purchased
for secondary recovery and all taxes and assessments which ave levied, assessed and paid upon the min-~
eral interest in and ¢o the Joint Property, .

{2) Application of Overhead - Percentage Basis shall be as follows:

For the purpose of determining charges on a percentage basis under Paragraph 1B of this Scction IIi, de-
velopment shall include all costs in connection with drilling, redrilling, deepening or any remedial opera-
tions on any or all wells involving the use of drilling crew and equipment; also, preliminary expenditures
necessary in preparation for drilling and expenditures incurred in abandoning when the well is not com-
pleted as a producer, and original cost of construction or installation of fixed assets, the expansxon of fixed
assets and any other project clearly discernible as a fixed asset, exceplt Major Construction as der.ned in
Paragraph 2 of this Section III. All other costs shall be considered as Operatmd

2 Overhead - Major Construction

To compensate Operator for overhead costs incurred in the construction and installation of fixed assels, the ex-

pansion of tlxed assets; and any other project clearly discernible as a fixed asset required for the development and

operation of the Joint Property Operator shall either negotiate a rate prior to tliz beginning of construction, or shall
~charge the: Jomt Account for Overhead bhased on the following rates for any Major Construction project in excess

of $25 000.00 :

A, ._____,,_é__% of total costs if such costs are more than $25 090.00 “put-less than $ 1001000?00. 3 plué

B. —______3_9 of total costs in excess of $100,000.00 _ but less than $1,000,000; plus

C. _____2 o of total costs in excess of $1,000,000.

27 7otal cost shall mean the gross cost of any one pro;ect For the purpose of this paragraph, the component paris
" of a single project shall not be treated separately and the cost of drilling and workover wells shall be excluded.

‘3. Amendment of Rates

The Overhead rates provided for in this Section III may be amended from time'to time only by mutual agreement
between the Partzes hereto if, in practice, the rates are found to be insufficient or excessive,

1V. PRICING OF JOINT. ACCOUNT MATERIAL PURCHASES TRANSFERS' AND DISPOSITIONS -

Operator is 1esponsnble for Joint Account Material and shall make proper and" txmely ‘charges and credlts for all ma-
terial movements affecting the Joint’ Property. Operator shall provide all Material for use on the Joint Property; how-
ever, at Operator’s option, such Material may be supplied by the Non-Operator, Operator shall make timely dxsposmon
- of idle and/or surplus Material, such disposal being made either through sale to Operator or Non-Operator, division in
kind, or sale to outsxders Operator may purchase, but shall be under no obligation to purchase, interest of Non- Opera-
tors in surplus condition A or B Material. The disposal of surplus Controllable Material not purchased by the Opera-~

tor shall be agreed to by the Parties.

1. Purchases

Material purchased shall be charged at the price paid by Operator after deduction of all discounts received, In case
of Material found to be defective or returned to vendor for any other reason, credxt shall be passed to the Joint
Account when adjustment has been received by the Operator,

2. Transfers and Dispositions

Materlal furnished to the Jomt Property and Matex ial transferred from the Joint Property or dlsposed of by the
Operator, unless otherwise agreed to by the Partres shall be priced on the followinig bases exclusive of cash dis-

counis:

A. New Material (Condmon A) ' . - S 5
(1) Tubulm goods except line pipe, shall be priced at the current new price in effect on date of movement on a
maximum carload or barge load welght basis, regardless of quantlty transferred, equalued to the lowest
published price f.o.b. railway receiving pomt or recognized barge terminal nearest the Joint Property
“where such Matcnal is normally available.

(2) Line Pipe )
(a) Movement of less than 30 000 pounds shall be priced at the current new pmce, in effect at dale of
movement, as listed by a relmble supply store neavest the Joint Property where such Material is nor-

mally nvanlable
' (b) Movement of ‘30,000 ‘pounds or more shall be priced under provisions of tubular goods pricing in Para-
Y raph 24 (1) of t!us Seetton 1V, ‘

“_(‘3)'. Oth ‘Materxal shall be priced at the’ current new price; in effectat date of movement, as listed b) a rehable
supply store or fob railway’ rccewmg pomt nearest the Joint Pxopm 1y where such Matenal is noxmally =

. ’avallable
B Good Used Mateua] (Condmon B) .
Materlal m sound and servnccable condition and suitable for reuse withoul xecondltlomng

{1y Matenal moved to the Joint Property
(a) At seventy-.we percent (75%) of current new pr ice, as determined bv Paragraph 2A of this Sectlon 1v.

(2) Material moved from the Joint Pnoperly

(a) At seventy lxve percent (75%) of current new price, as determined by Par agmph 2A of this Qectlon 1V,
it Matenal was originally charged to the Joint Account as new Materia), or

g
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(b) at sixty- five percent (65%) of current new price, as determined by Paragraph 2A of this Section
1V, if Material was originally chavged to the Joint Account as good used Material at seventy-five per-
cent (75%) of current new price,

The cost of reconditioning,.if any, shall be absorbed by the transterring property.
C. Other Uscd Materjal (Condition C and D) ‘
(1) Condition C: -

Material which is not in sound and serviceable condmon and nol suitable for ils original function until
after reconditioning shall be priced at fifty percent (50¢%) of current new price as determined by Para-
graph 2A of this Section IV. The cost of reconditioning shall be charged to the receiving property, pro-.
vided Condition C value plus cost of reconditioning does nol exceed Condition B value,

{(2) Condition D

All other Material, including junk, shall be priced at a value commensurate with jts use or at prevailing
prices. Matertal no longer suitable for its original purpose but usable for some olher purpose, shall be
priced on a basis comparable with that of jtems normally used for such other purpose. Operator may dis-
pose of Condition D Material under procedures normally ulilized by the Operator without prior approval
of Non-Operators.

D. Obsolete Material

Material which is serviceable and ‘usable for its original function but condition andfor valie of such Material
is not equivalent to that which would )ushfy a price as provided abuve may be specially priced as agreed to by ‘,
the Parties. Such price should result in the Joint Account beinig charged with the value of the service ren-

dered by suich Materlal,

E. Pncing Conditions-

0

(1) Loading and unloading costs may be charged to the Joint Account at the rate of fifteen cents (15¢) per :
hundred weight on all tubular goods movements, in lieu of Ioadmg and unleading costs sustained, when
actual hauling cost of such tubular goods are equalized under provisions of Paragraph § of Section II

(2) Material involving erection costs shall be charged at appllcab)e percentage of the current knocked-down
price of new Material.

3. Bxemium Prices

Operator will make every effort to obtain equipment and supplies at normal prices and in
accordance with the terms hereof. However, when it 1s necessary to use premium priced
equipment and supplies for the joint account, Operator shall charge the joint accounts
for such actual costs including freight and transportation, unless Non-Operators give
notification when approving AFE's that it or they desire to furnish in kind its or their
proportionate part, Any such items to be furnished in kind by a Non-Operator must be in
line with the requirements for the drilling Operation or any other project under consid-
eration and acceptable to Operator.

4. Warranty of Material Furnished by Operator

Operator does not warrant the Material furnished. In case of delectwe Material, credit shall not be passed to the
Jomt Account until adjusiment has been received by Operator from the manufacturers or their agenls

RTEP

_ V. INVENTORIES
The Operator shall maintain detailed records of Controllable Material.
1. Perlodic lnventor:es’ Notice and Representahon

At reasonable Intervals Inventories shall be taken by Opeérator of the Joint Account” Controllable Material.
Written notice of intention to take xnvenlory shall be given by Operator at least thirty (30) days before any inven-
tory is t6 begin so that Non-Operators may be represented when any inventory‘is taken. Failure of Non-Operators
to be represented at an inventory shall bind Non-Operators to accept the inventory taken by Operator.

2. Reconciliation and Adjustment of Inventories .
Reconciliation of a physical mven;ory with the Joint Account shall be made, and a }ist of overages and shortages :

shall be furnished to the Non-Operalors within six months’ following the taking of ‘the inventory. Inventory ad-

justmenls shall be made by Operator with the Joint Account for overages and shortages, but Operalor shall be
held ‘accountable only for shortages due to lack of reasonable diligence. )

3. Speclal !nventorles

Spemal Inventories may be taken whenever there is any sale or change of interest in the Joint Property. It shall
be the duty of the party selling to notify all other Parties as quickly as possible after the transfer of interest takes
place. In such cases, both the seller and the purchaser shall be governed by such invenlory.

4. Expense of Conducting Perlodic !nventories

The expense of conductmg penodlc Inventones shall not be charged to the Jomt Account unless agreed to by*the
Parties,
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EXHIBIT *'D"

Attached to and made a part of that certain Operating Agreement
dated July 17, 1980, between MONSANTO COMPANY and
FLORIDA EXPLORATION COMPANY, ET AL

INSURANCE - ' : R

‘Operator shall, at the joint expense of the parties hereto, at all times
wvhile operations are conducted hereunder, provide with responsible insurance :
companies, insurance as follows: ‘ ‘ 3

VX2

a. Workmen's Compensation Insurance in accordance with 7
the laws of the state in which the operating area is i
located, and Employers' Liability Insurance with limits £

of not less than $300,000.00; o

b. Public Liability Insurance with respect to bodily ifnjuries
with limits of not less than $200,000.00 as to any one
pexson and $500,000.00 as to any one accident;.and Property
Damage Liability Insurance with limits of not less than

$100 000.00 as to any one accident, and

Automobile Public Liablliry Tnsurance with respect to bodily

. dinjuriés with limits of not less than $100,000.00 as to any
~one person- and $500; 000 .00 as to any one accident; also, : '

Automobile Public Liability Insurance with respect to Property ) P

Damage with limits of not less than $100,000.00 as to any one

accident. . .

Operator shall not provide for the joint account of the’ parties ‘hereto,
insurance against the hazards of fire, windstorm, emplosion, blowout, craterlng,
reserv01r damage, or insiirance other than that specifled above.
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EX{{IBIT "E" , \ ' )

1_\ttached to and made a part of that certain Operating Agrcement dated
July 17, 1980, betwecen MONSANTO COMPANY and FLORLDA LXPLORAY ION
COMPANY, ET AL

GAS BALANCING AGREEMENT :

»
22
§
Y51
5
3
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o THIS AGREEMENT entered into this __ day of s
o o . s by and between the parxties referred to below. leicct. )
and under the terms of that certain Operating Agreement dated

, the parties hereto own and are

entitled to share in the followmg percentages:

g

.

As shown in Exhibit "A" to the Operating Agreement ‘ §

SN

| v:‘_‘ 4 K : in the production of oil and/or gas from the below described lands:

3 As shown in Exhibit A" to the Operating Agreement.

NI A

- Each party has made (or will make) ariangements to sell or
utilize its -shavre of the.gas well gas produced from said lands. It
appears, however, that the respective gas markets of the parties may
be limited from time to time; therefore, ‘to permit the parties as
: much flexibility as possible in meeting the'demands of their xespective
oy markets, the parties hereto agree to the storage arrangement, herein
‘set forth.

DA AN et 4y R

- k8 n L.

& 5 - . : ‘ From and after the date of initial dellvery of gas well gas .
; ) from the above mentioned lands, duxing any period when .the market of
ke . . a party is not sufficient to take that party's full share of- the gas
well gas produced, any other party may produce (and take ox- deliver
to purchaser), each month, all or a part of that portion of the
allowable gas production assigned thereto’ by the appropriate regula~ .
tory authority having jurisdiction’ in the premises ox at the ‘maximum : o :
" - efficient rate, if no sdch allowable gas production is so assugned : . S el
except, however, that no party shall _be entitled -to ‘take ‘ox deliver K IR A
to a purchaser gas production in excess of three hundred percent L _ o ‘ .
- (300%) of its share of allowable gas production ox maximum efficient S A R
3 : rate unless that party has gas in storage. The parties hereto shall ’ S
’ share in and own the leasé condensate (i.e., liquid hydrocarbons re-
covered from such gas by lease equipment) in accordance with their
respective interests, as set forth hereinabove, and upon and subject
to the terms of the above described Operating A?xeement.}

2..

: A party taking less than its full share of the gas, well gas
roduced shall be credited with gas ‘in ‘storage on a BTU basis equal -
to its full share of the total gas well gas produced, less such party's
‘share of Such gas used in 1easc operations or vented or lost, and less
“tha ) party took or delivered. to the purchaser.
‘,Operator‘will maintam a ru’nning' account of the gas balance is between
the parties hereto and will furnish each party monthly statenents showing
the total quantity of" gas well gas produced the" portion thereof used”in
lease operations, vented or lost, the total quantity of gas well gas de-
- 1iveréd to market, and the monthly and cumulative total over and under
' 'delivery of each party on an MCF and on a BTU basis. ' :
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. . After notice, any party shay at any time begin taklog or
dollvorlug to a purchauvr Lts full share of the gas well gas proourod
(Less such party's share of such gas used in Jease operations, venked
ox loat),hbxg“allowﬂﬁha recovery of gas in storage and to balance tlie
£35S account of the parties in ‘accordance with their xespective interests
as set forth hereinabove, a party with gas well gas in stoxage shall be
entitled to take or. dcl;vor to a pvrchascr its full. sharxc of the La :
_ well gas produced (Jless sucli paxty's shaxe of such gas used in lease
- operations, ventaed or lost), plus a shaxe of gas not exceeding its #as
- in storage determined by mulLLplylng (1) fifty percent (50%) by
‘ (2) the interest 3a the land's current pxoduction (less such party's
sharxe of such gas used in lease opexations, vented ox Jost) of the
- paxty ox parties without gas dn storage, by (3) a fraction, the numer- :
erer.ei which iz tho duicnect dn £9e Iease of souch paviy with jan in
CoL T storage and the denowinater of which iy ine totasl pﬁrchu{ng intenesi- ' §
- . dn the Jease of all partics with gas im stoxage. ) . ]
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S L - SR ) ' No;hlng’hereln “shall be donstrucd Lo L

deny any. party the rlght from time to time, provided qaxd party is not ‘
oo . . = roverproduced at such fime, to- ‘produce and* take or deliver, to fts "~ .. - -7
e purchaser its.full share of the .allowable gas production to meet the : , ,
S dellverablljty tests required by its puxchasex.. Nach party shall at =~ . 7+ . R
S 77 all tines use its best efforts to regulate its takes and delivexries —— :
DR .- from said lands so that wells w11] not be shut iun for over —producinv e T
‘ : .. - the allowable, if any,.assigne '
R hav:no Jurlsdlctlon. L ad

kS .-

g : "7 Each ‘party produclng ox. taklng ox dellverxna gas well gas .-
e . to its purchaser shall pay any and all royaltles and PrOﬂ“°L1°“ s
B T taxeo due on such gaS-_u'-“‘ : ) : : 3

e e o j Should productlon of gas nelj gas fron sa:d 1andf be pezra~ S o
R ncntly djscontxnued before the gas account] is balanccd seftlement will g’f

T ~ be made betwecen the parties fox gas which’ has not bLen recovexed by any -

e variy fcom oLorage.; In making such settlement, if Lhexe is any vaxty

. _vhase gas has not been yecovered from stoxage, or a pa)Ly vho has sold ¢ : »
. roru‘Lhan its shaxe of gas well’ gas, thien the aieount’ owed (as hLlCll . , o
aftex; deftnhd) bj cach of the latter qhqil be forualdcd to the opomﬂtor \ff - T

T~ -

. ' vho shall al]nLaLv the sca of siuch ?mnunl« doY pay tha Forker. iu rro-~ :
' BRI po”‘Jon to the lzspocllvo oL sh*p in gag noi TUQOVerd from = torage.
. The amount: owed by cach party who bas sold more “than its shaxe 0% 2as
U weld. gas shall. be the weighted averag ‘e of the mnounts reéeived by such e B
party Lpon sale of such gas during the period or ‘pexiods ove1p10du;l on C
is accrued. by such- parLj,,leso base lease” roy‘]Ly and taxes paid Lhuxeon'
Qyprc'idnd however, that as to. gn<?“old in interstate commerce by such '
U “parl/, uch amounts shall be’ based ~pon Lhava01t10n of the xate ox rates
R (171 A ub;ect to refund applicable to and collécted for lho volimes sold
s _dur;n uch pcr:od or pcr;odu by such party undcr oxdor? oE Lhc Yedeyal -
Pho¥e 3. i ' ' ])1\\ any

Gy

: uch addltlonal colloctcd amOunLo to be ... Rl
ated fot”aL uch mo‘ao £inal’ determination Ls made with respach . - -
; ,‘r tl:c PULpoOSes ‘of the prc-ccd,uu, sentiince, the . weighted .wcx.z«-o
¢ amounts received by sueh party uhalt be dotcrmlnod by weighting the
s “ncctuvc duountv‘rcccivcd Ior suvh gas o’ The basis of voluass of ovay--
z:productxon LhuL acceran licrcuader to the acdcount of oUCh paxty du11nv tha

5ijrLod for uh:ch such uruunL vas received.




=,

BTSN doy A Ao

Al

A

v

7.

This Agreement shall be and remain in force and effect for
a term concurrent with the terms of the Operating Agreement between
the parties mentioned above.

8.
N Nothing herein shall change or affect each party's obli-

gétions‘ to .pay its proportionate share of all costs and liabilities
incurred in lease operations,’ as its share thereof is set forth in

the above described Operating Agreement.

IN WITNESS WHEREOF, this Agreement is exe_cuted this
day of ,. 1980. '

-

Page 3 of Exhibit
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‘ " botween MONSANTO COMPANY and FLORIDA EXPLORATION COMEASY:

exnrr ¢ F o

~
- " Y. DQUAL OPPORTUNITY PROVISION, o
“ (n)

During the psrformance of this contract, the undormigned aygress ax followve:
o (1) The undevsigned will not discrininate against any omployos
- spplicant for cmployment because of race, color, religion, sex,
’ or national origin, ‘The undersigned will take affirmative action

to onsurc that applicanis are cmployed, and that employsen nre
troated during employment, without regard to their race, color,
roliglon, sex, or national ortgin., Such action shall 4&nclude, dut
not be limitod to the following: enployment, upgrading, domotion,
or transfer; rocrultment or recrultment advertising:; Jayoff or
tormination; rates of pay or other forms of componsatjon; and
solection for training, including apprenticeship, The undersigned
sgrees "to post in conspicuous places, avaiiable to employeew and -
applicants for omployment, notices to be provided by the contracting
officer metting forth the provisions of this nondiacrimination clausse,
{(2) Theé undersigned will, in all solicitations of advertiszmenty

) ) for staployees plmnced by or on behalf of ths underslgned, state
%a : that all qualified applicants will recalve consideration for

enployment without xsgard to race, color, roligion, 36X, Oor . . ‘.,
national origin, , . . ) , - :

or

B
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- (3)

The undersigned uill’nend ¢o each labor unlon or representativs S
of workers with which he has a collective bargalning agreenment
or other contract or understanding, a notice, to de provided
by the agency contracting.officer, advising the labor union - "’
or workers® repreashtative of the undersigned's commitments -.
under Section 202 of the Executive Order 11246 of September ..~

' 24, 1965, and shall post coples of’'the notice in conspicuous :..

) placeu avatlable to employeas And applicants for zmploymant."

s {4) Tho undarsigned wlil .conply with al! provisions of ixecutivo o

Order 11245 of Septenber 24, 1965, and of the rules, reguls- =

tiona. and relevant orders ‘of the Sacaatary o? Lzbor.

{5) The undera!gnod will furnish 213 ihformktion and reporto ro~;ﬂ ) e
: quired ‘by Zxecutive Order 11246 of September 24, 1965, and by - IR .
© the rules, regulations. and orders of the Secretary ot Labor,»_ ; ol

or pursuant thereto, %nd will peralt access to his books, S R B
records, and mccounts by the contructing agancy and the R

Sccretary of labor for purposcs of investigation to aacartaln ST
compllanco vlth such rulea, regulations and ordern.

6)

In the event of tha undersigned'a nonconpliance wlth the ; e
nondiscrlminntlon ‘¢1xuses of this contract or with any rules, .
. rcgulations, or orders. this contract way be canceled, tormi~

* nated or suspendédin whole or in part and the undersigned

»ay be declared. inrligible for further Government contracts :
‘ - in xcecordance with procedures aulhorized {n Executive Ordar ;;'g'
- : 11216 of September 24, 1865, and such other sanctions nay be- . L
5 S imposed and remedieos invoked as provided in Executive Ordex’
’ 11246 of bcptember 24, 1965, or by rules, regulations, or

grder ol the Sacretary oz Labor. or as otherwisa providod
v law,
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% R , - {7) The undersignzd w131 1nclude ‘the’ provisions o! paragr;phs (1)
. V through (7) ln evary. subcontract oy purchass order unless .-
exenptod by rules,: ragu!ations, or orders of the Srcretary of
Labor 1ssued pursuant to Section 204 of Executivs Order 11246
) IR of Septembor 24, 1963, so that such provisioens will be binding . L
4 o * uwpon each aubcontractor or vendor. The undarsigned will "taKe ‘ g
' auch action’ wlth rospect to any, aubcontract or purchase order
a3 the contrngting agency may direct a8 & means of enforcing B
_‘Buch _provielons. includxng eanctions ‘Lor. noncomplinnce- Provided

% however, that in th 181 ,”ﬂersignad becones involved In, .
.oF I8 threatenad with, l!tig:t on with a subcontractor or vandor .
as a’resulz ‘of ‘such diroction by the contracting agency,” “the L.
» : contractor nxy requsst the Unlted Siatss to enter into auch
13 :
|
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litlgatlon to protoct the intereatm of the Unltod Statoa.

{B) Tha underoigned rurther ngreon and cortltiaa thnt 17 the valus of the

contracl or purchaae order §a 550,000 or more and the undar:lgnad has 50 or
moro employcos, undornlznad will:

s '(i) Filq g,cbgpxexq iﬁd“'_urate report on Stundn‘ Fors 100 (££0~1)
: EER - with the Joint Reporting. Connittes, at the appropriu!o ‘addross
( per the curr snatructions, within thirty (30) days of the . -
dunte of contr-ct‘nv-rd unless Buch roport has btean !1lod within
the twolve (12) uonths' pariod preceding tho date of’ the contract
avard and othsrwise comply with and file ‘such o6ther caompliance
reports as wmay be. wrequired under Exocutive Order 11246, 'y a»ondcd..
and Rules and Regulatjions adopted tharoundor.
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' Devolop 'y vr1tton nrfir-ative ‘mction coaplianco proxrun for each
of its ‘entablishmenta as required by Tltlo 41, Codo of Federal
ﬂogulutlon-, Sectlon 80-1.40.
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X¥. CERTIFICATE OF NONSEGREGATED YACIL!%!rS. The undaralgned certifics that it
docs not nalntain or provide for its enploycey kny sopgregated facilitics at any of
1t9 cytablislwents and thu 1t dues not permit ity employeen to perforn thelir
"scrvices at any locntion, under its control, whore seyrogated fncilitics are main~
tained. -~ The underuigned certifios further that 4t wil) nol maintajn or provide
for ts cwployecs any segregated facslitics at nny of i1y cgtablishpents and that
it will not pernlt its enployces tno perform their servicou at any lecation, undey
1ts control, wherc segregated facilities avo naintalned, “The undersiyncd agrees
that a breach of this cortiffication 1a a violation of the Equal Opportunity Clause
in any Govermnment contract between the undorsigned and Mrnvsar)to Co, As used
in this certsification, the term “segregated facilitics” tieang any walting Yoons,
vork arcay, rest rooms sand wash rooms, roatdarants and other eating areas, tine
clocks, locker roons and other storsge or dressing nyeas, parking lots, drin?inq
fountains, recreation or entertainment areas, transportntion, housing faci{litiey
provided for employees which are segregated by explicit directive or are in fact-
segregated on the dbasisn of race, color, religion, or mationa) origin, becavoe of
habit, local custom or otherwise., The undersigned furihey wpyrees thut (except vhere
it has obtained identica) certifications from proposed subcontractors for specific
tine perfods) 1t will obtain identical certifications from proposced subcohtractors
prior to the award of subcontracts exceeding $10,000 which are not excmpt fron the
& . provisions of the Equal Opportunity Clause; that A1 will retadn such certifications
in its files; and thnt §t w111 forwnrd the following notice to such proposcd sub-

contractors (except where the proposed subcontxacts hnva subnittad 1d°nticu1 certi~ "i
fications for specific tine periods)' . T

R 3 . NOTICE OF PROSPECTIVE SUBCONTRACTORS or nzqumnmms FOR czhnncwnow'or NoN- -
i :  SEGREGATED FACILITIES.
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the May 9, 1967, ordér on Elimination of Segrepgated Yacilities, by thL Secretnry of
. Iabor {32 red Reg. 7439, May 19, 1967), nust be submitted prior to the award of a
S subcontract exceeding $10 000 which is not exempt from the provisions of ihe Equal ’
T Opportunlty Clause, The certiiicution nay be sutnitted eilther for each subcontract
© or for all subcontracts during a period (i.e., ‘quarterly, seml~annually or annually).’

o (1968 MAR,) . {Note: The pen:lty for naklng false nt\tementf xn offers %s prescribﬁd “'
. in 2B U.S. C. 1001)._ o

S s L

YR, A?FIRMATKVE ACT!OW fO? DXSABLED VETERAHS AHD VET“RANS OF THE VIETHAH ERA B

(n) The contractor will not discrlninate against any enployea or applicant for
employment because he or phe §s a disadbled vetorsan or vetoxran of the Vietnam Era fn -~ -
“regard to any position for which the enployee or applicant for employment is qualifieqd,
The ‘contracior. agrees. to take uf!lrmative action to.employ, ndvance in enploymeut anad

" otherwise ireat gualified disabled veterans and vetéians of the Vietnam era without -
discrinination based upon their disadbility or veterans status in all enployment practi.=3
such as the followings: - employment upgrading, demotion or transfer, recruftment, adver-

tising ]ayof! or terninatlon, rates of pay or other formns of conpensatlon, und selection
. for 1ru1nlng, includlng apprenticeship.

(b) *The contractor ngrees that 311 suitab&e employmant Openings of the contractor
_ . which exist at the time of the execution of this contract and those which accur durlng
R " **-the performance of this contract, 1nc1ud1ng those not generated by this contract and .
: “+including those occurring nt an establishment of the contractor other than the one :
_ wherein the contract is beinz performed but ¢xcluding those of independenily operated

corporate at!ilintes, shall be listed at an appropriate local office of the State enploy~
ment service systém wherein the opening ‘occurs,

P W WAL P AW A Y

The contractor further agrees to provids
- such reports to such local ofrlce ragarding employment openings and hires as nay be ra~ i
AR qplred Ve . , . ‘1‘ SRR Lo .
- Siate And local government agencies holding Pederal contracts of $10 000 or wore"

shall also 1ist a)l) their sujitadle openings-with the appropriate’ office or the State =
. ?mgloyme2t)serv1ce, but ura not reqpired to provide those reporta aet torth in purugraphs
oo d) snd (o). L -

~
.
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. (c) List!ng of emyloyment openlngs vith th oynent ecrvice syotew pursu:nt to
thils clause shall o nade nt least c0ncurrentl" th the use of any other recrultment
sourceé or effort and shall involve the normal: obligations which nttach to-the placing

, of & bora fide ‘Job. order. including the acceptonce of refexrals of veterans and non-
R Veterans. Yhe listing of employvent openinga does not require the hiring ‘of any partice
PR ‘Ulay job- applicant or from any. particular group ‘of Job applicants, and nothing herein

is intended to relleve the contractor from any requirenents in Brecutivo Orders or
regulations rognrdinn nondiacrlnination in onmploynont,
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ng under 38 USC
s aftor the cnd of ecach report—
ct: $dontifying data for.each *

ng location coplcs ot tho

1 ,; A ‘paysont undor the contractﬁ
”i,hcse reporto ﬁpd T luted docunontnt on shiall ‘bo mads: uvullab\o. nNpon  f

xhnination by any puthorizod representative of the contractlig officer or

Documentation v°u1d ivclude porasonns) records reapecting
job openlnvs, rocruitabnt and place»ent.

A Certification of Nonsegregated ¥acilities, ns required by ;'{ f
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ip which exists botween the. contrac
of his employees, . T . oo i

; roge-_
lntions relovant orders of the Secratary of Labor issusd pursuant to the Act. f oo

_ tho Vietnan ora for amployment, and the
. rights ot‘applfgants”and onployevs, - o ) - - e - :

»

(¢) Whencvor tho contractor bocones contractuilly bound to tho Iisting provinions
of this clause, it shall adviso the ounployment mervico syntonm in oach Stnto‘vhoro it
bas ontablivhaents of tho name and location of onch hiring locntion in tho State, AD

. long n3 the contractor %o contisctually bound to these -provisiony and hag so }dvived
the State systen, theve o no need to advise the-Stato system of nubsequont contractuf
Tho contractor may Advios tho Stato systom 'when 4t in »no lovgor bound by thin contract
clnuvo, -

.

(t) This clause does not apply to the listing of chp\oyment opznings which occur
and are filled outside of tho 50 Statos, ths Piaotrict of Coluxnbia, Puorto Rico, Guan,
and thoe Virgin Islands,

(g) “he provislons of patagrapha (b), (c}, {(d) and (o) of this clause do not wpply
to openings which the contractor proposes to f1l) fron within hiy own organization or
“to-1111 pursuant to a customary mnd traditional employer-vnion hiring arrangenent, “hla
exclusion does not npply to a particular ppening once an enployor decides .to consider
applicants outsids of bis own oxrganization or omployexr~union arrangzerent for that opdnti;

(h) As used in this cluuse: (1) “ALl suitable omploynent oponings® includog, but
ds not lioited to, openings which occur in tho following job categories: production .
and’non-production; plant and ‘office; laborers and mochnnics; suporvisory and nonsupzr-
visory; teclinical; and executive, ndainistrative, and profesaional openings as are .
conpensated on a salary bdasis of less than 525,000 psr year, This tern $ncludes fulle

. tine eoployment, temporary omployaent of morve than 3 days' duratSon, and part-tino
epployment. . It does not include openings which the contractor proposes to £111 from . -
within his own organization or to f11l pursuant to a customary nnd traditional enployer—~
union hiring axrangenznt nor. openings in an educationhllinstitution which are restrict-
ed to students of that institution. Under -the most compelling circuamstances an opening
nay not be sultablo for listing, including such situntions where the needs of the R

Governnent cannot reasonably bo othexrwise supplied, where listing wvould be contrary’
to national’security, or where the ro

quirspent of,
the best interest of the Government. - A T T R
(2) "Approprinte office of the State enﬁloynéﬁt B6TVico Bysten” mezns the local o
office of the Federnl-Stato national system of public enployment offices with nssignsd 3
responsibllity for serving the area where the enployment opening $s to be filled, in» - %
cluding the District of Columbia, Guan, Puerto Rico, and ths Virgin Xslands., - o

A1sting would otherwise not be for -

PO

) “Openlngs whicﬁfthe cbnir&ctor propéses'to'fill'rromiwlihin his owi orgﬁni~”
zation” nenns employnent openlngs for which no consideration wil) bo given to persons

outside theo contractor’s orgnnizntion (including any affiliates, subsidiaries, and
the parent companles) and include any ops

, nings which the contractor prop
Trom regular osiablished “recall” lists, . . R

cses to f£1il}
. * €4) “openings which the contractor proposes t6 2111 pursuant to a customary and
traditional eénmployer-union hiring arrangenent” moans employnment opstnings which the

- contractor proposes to fill from union halls, which is pari of the custonary and.
traditiona) hiring rolatlonsh

b e A RS 1 4500

t (1) The contractor sgrees ¢o comply with the rules, regwlntions, and relevant ..
orders of ‘the Secretary of labor issued pursuant to the Act, - - = = . L

3
.’ ST

toxr nnd representatives e

R
. AR
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€4} In the event of the contractor's non-compliance with the %qﬁbireuenfs of B
this clause, actions for noncompliance way be taken in accordance with the rules

(k) The contractor agress to post in conspicuous places, wvallable to enployess
xnd applicants for enployaent, notices in a form to be prescribad by ths Director, .
provided by or through the. contracting officer, Such notice shall state the contractor’s
obligation under the law:to tnke affirmative nction to employ mnd andvance in enploynent
qualified disabled voterans and veterans of

i eI AY TR

Spacadindte

. -
-

. {1) Theo contractor will notify ench labor union or repressntative of workers -
with which 1t hae a collective bargaining agreenment or othor contract understanding,
that the contractor is bound by the ternms of the Vietnam Era Yoterans Readjustnent
Assistance Act, and is committed to take affirmative action to enmploy and ndvance in
ouploynment gualified disabled veterans and veterans of the Vietnan Era,

.
raea ey ek AR A

) (=) Thé contractor wil} include the provisions of thls Slauss in’every subcontract
or purchase ‘ofder of 510,000 or more unless exempied by rules, regulations, or orders -
of tha Secretary of Labor issued pursuant to the Act, s9 that such provisions will de
binding upon each subcontractor or vendor, The contractor will take ,such action with §
respect to any subcontrnct or purchase order as the Diréctor of tho Office of Federal .
Contract Conpliance Pro

, v grais way diroct to entorco asuch provisions, including mction
for non-conplianco, : : ’ ' ' . .

T TN T

“SAFETY AND HEALTH, Underoigned shall observe and comply with s1L 3
ety a1th standards promulgated by tho Secretary of labor under Section 3
»:;!:§§»3561?th;wofz Hdﬁf"iygcisii%hgfq Act, published in 29CFR, Chapler XVII, - ; :
part 1926, and adopted by the Seéretary of .Labor ns occupational nafcty and honlth o
stiandards under the W1lliama-Stelger Occupational Safoty and Hoalth Actof 1870, . :
Such safety and health olandards ohall apply to a1} subcontractora and thelr enployoes 4
28 voll a6 to the prind contractor and dta exployeos, ]

-

" For Contractora othar'tbunldrllllﬁg and woll porviciny: .




. Page ¢

‘ : 1 applicahle
I SAYETY ACT: 7o tbo oxton

and ZE::?),OS(‘:‘{:AI{?“:“'O‘V And honrltb atandards pr(nn'::t’ﬂa\ho
Safoty Board undey authority of 3action B orl;h:u{:Znt

sfoty and hoolth standnrde ohall apply to » a0 s A e 1n the

® 1 s6 to Contractor and itn noployeoo, Contr!c}pr ur ‘theu o0 to bring | the o1
Wit Lion of Monsanto Co. any Known conditior 1in the custody and control
:;ffonlorgganto Co. which advexsely affecis the salely :
employees.

Yor drilling and woll sorvicing Contrhactoro:

, Contractor vhall ob20rvo
Ly the Texs2z Occupational
Occup»tlonal Safoty Aci. Such
ractoro and thelr vuploy»ssd wg

" ' ' jo, Contrector ohall obasryd
. AYETY ACT: ‘o tho oxtont Qppﬂ_cub . tr ’
and zzzfycst;t:?':ignﬁhgw and hoalth ntandards pronulgatsd by tho Tsxas Occupationa)
Satoty Eoard undor autnority o

£ Soction 8 of the Toxap Occupational Satoty Act, Such
enfoty and hoalth o

tandardo ohall apply to all sutcontractoro and thoir ouployasa ag
woll na to Contractor and ito onmployeen.

Ao part of thiu obligetion, Contractor par;
ng and woll aoyvicing oball conply with proviclona of tyh@_"()ccu;:altiom
?:?:';3“5‘::.1153 35 fox FOUNDATICHNS AND GUYING OF DAILLING AND WELL SERVICING STRUCTURES
FOR THE O}1, AND CAS INDUSTRIES,* shall dotermind that uo§l and foundation conditiona
couply with tho provinions of Boction 3 thorsof, aAnd vhall w1ake and racord ths rosulty

of roprovontativo pull teoto ©f any psrnansnt anchoro ucod noe required by Sectlon 4,3
thorog!, co'ntr’ag:‘tgr furthor agroos to bring to the nttontion of Monsanto Co
known condition in the custody and

control of Monsanlo Co. which
adversely affects the safety of the Contractor's 'employees..

V. AY7IRUATIVZ ACTION YOR BANDICAPPZD WORXERS, -

any

i

-y . -

AN A AT

{a) 7Thd undornigesd will not discrininato agrinst sny onployos or upplicant for o
omploynont bocauss of physical or mental handicep in rogard to npy position for whick =~ |
the omployoe oy applicant for onploymont 1o qualifjod. “bs undersignsd ngress to - L
tako affirmativo actlon to enploy, advance in‘esployemant und othorviss treat qualifiag

handicappad individualo vithout discrinination baced upon tholr physicxl or msntal
handicap In nll ouployrment practicon vuch oo the tollowinz:

' 1 ot ouploynent, upgrading,
donotlon or transter, recrulimont, advertising, laynif or tormination, rates of pay
or other Zorna of compdensxrtion, and solection for traininz, Sncluding appronticaahip,
: (b) Tho undorolgnad agrosn fo couply with ths rules, roaulﬁtio
ordero of ths Sacroiaxy of labox iovausd purcuant to. the Act. - ’

n3, and i-olcvant
(¢) ¥n tho ovont of tho undernigned®s wnonconplince with- tho roquirowants of
thie clauso, actione Zor nonconpliance tay bs taken in anccordance with the rules,
xoauln;§onn and tolovantiordaro_ o2 tho Socrotury o2 labor Suvoued purzuant to

1

H

H

;

b

!

the Act; .-}

. {d) Tno undersignod. agroes to post in conspicucus places, available to é;‘-ip]oyasu"f "

and spplicants for omployment, notices in & forn to LW proscrived by the Drector, I

providod by and through the contracting officer. Such noticeu ohall state the undoy~ 3

"sighed’s obligation undsy tho law to take affirmative action to owploy and advahcy in §

siploynent qunlifiod handicappod onployess and applicante for onploysznt, ahd thy :

rights of applicanto end enploysoea, e B e i

ee (@»)ﬁ;__r-;;'j_';h»o underolgned _u,.ifi] nhotify ewch ,lnbér union -»t;r;‘j;aprzaontﬁ't ive 'of;,’wo:x':ke"r‘d i

»3ith which ‘1t hos n _collective bargalning agrotnment or other contract underatanding :

“that. the undersigned 1o bound by the terms of Soction 303°02 the Rohabilitation Aet’ 5

-.0f 1973, and i comnmitted to take affirmative action to onploy and advanco in #aploy- §

»ont phyaically and mentally handicappsd individuala, : . : ;

. ()} Tho underalgnsd will includs tho provisions of thi» cYauso

tracl or purchaas ordssr of $2,500 oy nore unless sxenptad by rules,
ordore of the Socretary imavod purauan

2N every siubeonw
: . , t to Soction 503 of
vialons ¥i1l bo binding upon »ach oubcontractor or vendoyr,

‘regulations, or
1b;hhct . dno that such pro-
; ;, b : "Tho undsraignad will ta
such action with reepoct to any subcontract or purchine order ay tho Director o} :;‘;@

Otlice of Foderal Contract Comxpliancy Programg sxy diroct 1o onforcas such proviolons,
including action for noncomplianceo, - ?
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Docket Ho. 26-80

Dockets NHos, 27-80 and 28-80 are tentatively set for September 3 and 17, 1980, Applications for
hearing must be filed ar least 22 days in advance of hearing date.

DUCKET: _EXAMINER NEARING ~- WEDNESDAY - AUGUST 20, 1980

9 A.M. ~ OIL CONSERVATION DIVISION CONFERYENCE ROOM,
STATE LAND OFFICE BUILDING, SANTA FE, KREW MEXICO

The following cases will be heard before Richard L. Stanets, Exaniner, or Paniel S. Nutter, Alternate Examiner:

ALLOWABLE: (1) Consideration of the allowable production of gas for Scptembex, 1980, from fifteen prorated
R ) pools in lea, Eddy, and Chaves Counties, New Mexico.

o (2) Consideration of the allowable production of gas for September, 1980, from four prorated
.l ; - ponls in San Juan, Rio Arriba, and Sandaval Counties, New Mexico.

<:\ “CASE 6998: Application of Monsanto Company for a unit egreement, lea County, New Mexico.

*1’“\<?" 5 S —Applicant, in the above-styled cause, sccks approval for the Back Basin Unit Area, comprising
) 1,920 acres, nore or less, of State and Federal lands in Township 23 South, Range 34 East,

CASE 6999: Application of Gulf 0il Corporation for an unorthodox location and simultaneous dedication, Lea
County, New Mexico, Applicant, in the above- -styled cause, seeks approval for the simultaneous
dedication of a previously approved 320-acre non-standard proration unit cenmprising ‘the N/2 of
Section 36, Township 2} South, Range 36 East, Eumont Gas Pool, to its Harry Leonard NCT-C Well No. :
9 located in Unit B, and its No. 8, at an unorthodox location 1980 fcet frow the North line and L
660 fect from the East line of Section 36.

CASE 7000: Application of Cavalcade 0il Corpsration for an unorthodox oil well location, Eddy County, Hew
Mexico. Applicant, in the above-styled cause, seeks approval for the unorthodox location of its
McClay Well No. 11 2385 feet from the South line and 1834 fect from the West line of Section 33, ! S
Township 18 South, Range 30 East, the NE/4 SW/4 of said Section 33 to be dedicated to the well, i

CASE 7001: Application of McClellan 0il Corporation for three unorthedox oil well locations, Chavas County,
ttew Mexico. Appl\cant, in-the abave~st)led cause, soeks approval for three fo]loaxng unter thodox
locations for wells to be drilled in Section 24, Townshlp 14 South, Range 29 Fast, Double L Queen
Associated Pool: 1155 feet from the North line and 2145 feet from the East line; 1155 feet from
the North and East lines; and 1650 fect from the Nortl: Yine and 1155 feet from the East line; the
respective 40-acre {ract would be dedicated to each well.

CASE 7002: Application of Orville Staughter for the amendment of Order No. K-5347, San. Juan County, New Mexica.
. Applicant, in the above-styled cause, secks the amendment of Order Ro. R=5947 to provide for the
commingling of Oswell-Farmington production from his Sangre de Cristo Well No, 1 with undesignsted
Fruitland production from Wells Hos. 2 and 25, all in Section 34, Township 30 North, Range 11 West.

CASE 7003: Applxcatnon of El Paso Natural Gas Company for dxrectlonal dr)ll:ng, San Juan County New Mexico.
Applicant, in the above°styled cause, secks authority to dircectiorally dreill a well, the surface
“ location of which is 590 feet {rom the South line aund 2400 féet from the East line of Section 1,
Township 29 North; Rdinge 13 West, in such a nanner as to bottom it within 175 feet of a puint 990
feet from the South Yine and 1650 feet from the West line of said Section 1.

: . < : . o3 . .
CASE 2004 Application of Anadarko Production Company for compulsory pooling, FEddy Coanty, New Hexico. ' )
Applicant, 'in the above-styled cause, seeks an order pooling al) mineral interests in ‘the Wolfceamp- .
Morrow formations vnderlying the ¥/2 of Section 12, Township I9 South, Range 25 East, to be dedi~
cated to a well to be drilted at a standard locatlon thereon. - Also to be considered will be the
cost ‘of drilling and completing said. wcll and the allocation of the cost thercdf as well as actual
operating costs and charges for supervision,  designation of applicant as operator of the well, and
a charge for risk involved in drilling said well.

CASE 6938: (Continued from June 25, 19380, Examiner Hcaring)

Appllcatzon of Anadarko’ Plodvctxon Compnny “for an’ unorthodox gas well location, Chans County. New
Mexico. Applxcant, in the abovc—styled cause, seeks approval for the unorthodox location of its

Dalport Federal Well No. 1 660 feet from the South and West lines of Section 20, “Township 13 South,
Range 31 Fast, outhoast Chaves Queen Gas Area, the W/2 of gaid Section 20 to be dedicated to the
well.

“-CASE 6939:  (Continued from June” 25, 1980, Examiner Hearing)

App)xcatxon of Anadarko Production’ Company for compulsory poolxng, Fddy County, ch Mexico. S
Applicant, in the aboveé- slylcd cause, secks an order poo)xng alY mineral ‘interests at a depth from
2&00 feot to 5000 feet below the surface, Turkey Track’ tleld, underlylng the Hh/6 SE/4 of Section
10, Township 19 South, Rapge 23 East, to be dedicated to a well to be drilted at’a standard location
thc1eon. Also to be considered will be the cost of drilling and complctlng eald well and the allo-

. eation of the cost rhﬂ:cnf as well ag actual operating costs and »haxgos {or snpcrv:qxon, dcsxyuat:on
of -applicant as operator of ‘the wvell, and a chaorge for risk involved in dxl]])ng said well,
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i CASE 6940: {(Contimied from July 23, 1980, Examiner Mearing)

Application of Adohe 0il Company for compulsory pooling, Lea County, New Mexico,
J i Applicant, in the abgve-styled cause, secks an order pooling all mineral interests down threuph the . ,
- : - Wolfcawp formation underlying the KW/4 SE/A for oil and the 3E/4 for gas, Section 23, Towaship 20 ; -
| ; . South, Range 38 East, to bz dedicated to a well to be drilled at a standavd location thercon. Also
to be considered will be the cost of drilling and complctxng said well and the allocation of the
cost therdof as well as actual operating costs and charges for supervision, designation of appli-~
cant as operator of the well, and a-charge for risk invdlved in drilling said well.

CASE 6961: (Continued from July 23, 1980, Examiner Hearing) (This case will be continued to September 17,) ;

Application of Conoco Inc. for a dual completion and usnorthodox well location, Lea County, New lexico.
Applicant, in the above~styled cduse, seeks approval for the dual completion of its Meyer A-29 Well
No. 11 to be drilled at an unorthodox location 990 fcet from the North line and 660 feet from the
East line of Section 29, Township 22 South, Range 36 East, to produce gas from the Langley-Devonian
and -Ellenburger Pools thru parallel strings of tubing, the FE/2 of said Section 29 to be dedicated

to the well,

R TR

CASE 7005: Application of Sol West III for an NGPA determination, Eddy County/ New Mexico.
Applicant, in the above-styled cause, seeks a new onshore reservoir determination in the Morrow
formation for his Turkey Track-Morrow Sand Well No. 1 in Unit I of Section 26, Township 18 South,
Range 28 East. .

CASE 7006} Application of Harvéy E. Yates Company for a unit agreement, Lea County, New Mexico.
Applicant, in the above-styled cavse, seeks approval for the Northwest Gladiola Unit Arca, comprising
1,280 acres, more or less, of State and fee lands in Townships 11 and 12 South, Range 37 East.

CASE 7007:  Application of Harvey E. Yates Coupany for downhole commingling, Eddy, County, New Mexico.
Applicant, in the above-styled cause, secks approval for the downhole commingling of Morrow and
Atoka production in the wellbore of its North Travis 12 Deep Well No. 1 locatéd im Unit O of Section
12, Township 18 South, Range 28 East.

CASE 7008:  Application of Coronado Exploration Corp. for eight compulsory poolings, Chaves County, New Mexico.
Applicant, in the above-styled cause, seeks an ordér pooling all minerdl interests in the San Andres .
formation underlying exght 40-acre proration units, being the NE/4 REf4 of Section 4 and the NW/4 g .
NEf4 of Section 5, both in Township 12 South, Range 28 East, and the NW/4 SEf4 of Section 6, the :
NE/4 WW/4 of Section 23, the RE/4 SE/4 of Section 28, the SEf4 SE/4 of Section 29, the NEf4 NW/4 of
Section 32, and the SEf4 Wi/4-of Section 33, all in Township 11 South, Range 28 East, each to be
dedicated to a well to be-drilled at a standard locstion thereon. Also to be considered will be
the cost of drilling and completing said wells and the allocation of the cost thercof as well as
actual operating costs and charges for supervision, designation of applicant as operator of the
wells, and a charge for risk involved in drilling said wells. H

CASE 6994: (Continued from August 6, 1980, Examiner Uearing)

Appllcatxon of Enserch Exploration, Inc. for compillsory pooling, Lea County, New Mexico.

Applicant,’ in: the above‘styled cause, secks an order pooling all mineral interests in the Wolfcamp
thru Siluro-Devonian formations underlying ‘the N/2 of Section 14, Towuship 25 South, Range 34 East,
to be dedicated to a well to be drilled at a standard location thcreon.' Also to be considered will
be the cost of dr;lllng and completing said well and the allocation of the cost thercof as well as
actual operating costs and chargos for supérvision, designation of appllcant as operator of the well,
and a charge for r‘sk involved in drilling said well.

CASE 6996: (Continued from August 6, 1980, Examiner Hearing)

Application of John E. ‘Schalk for cowpulsory pool1nb, Rio Arriba County, New Mexico.
Applxcant, in the above- styled cause, seeks an order poollng all mineral interests in the Blanco
Mesaverde Pool underlying the NE/4 of Séction 8, Township 25 North, Range 3 West, to be dedicated to
a well to be drilled at a standard locatioch thereon. Also to be considered #ill be the cost of dril-
ling and completing sald well and the allocation of the cost thereof as well as actual operating

< costs and charges for supervision, designation of applicant as Opewator of the well, and a charge

for risk xnvalved in drilling said well,
¥

CASE 7009: Application of Amoca Production Company for salt water dxsposal, Lea County, New Mexxco.
Applicaont, in the, dbove—slyled cause, sccks authority. to dxspo?e of produced. salt water into ‘the
Abo formation in the interval’ from 8330 feet to 9000 feet id its State "E" Tract 18 well No. 22 in
Unit G of Section 2, Township 17 South, Range 36 Fast, Lovington-Abo Pool,

e o
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CASE M10: Application of Asaco Production Company for a dual completion, unorthodox well location, aud sinul-
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tancous dedication, Lea Cmmty low Mexico., Applicant, in the ahove-styled cause, sccks approval
Cfor the dual completion of its Mycers “B" Fedeval Well No, 28 at an unovthodox location 330 Ceet from
the South line and 420 feet from the West Jine of Section 9, Township 24 South, Range 37 Fast, to
produco gas from the Jalmat Cas Pool and oil froa the l.nny,lic Mattix Pool, to be sinultancously dedi-
ciated in the gas zone with its No, 13 located in Unjt L of Scction 9. :

(This case will be continued to the September 17, 1980, hearing.)

Application of Anoco Production Company for downhsle comaingling, San Juan County, New Mexico.

Applicant, in the above-styled cause, secks approval for the downliole comaingling of Fruitland and
Blanco~Pictured Cliffs production in the wellbores of the following. six wells: Elliote '"C" to. i,
SE/4 of Section 9, Township 30 North, Range 9 West: Elliott “B'" No. '8, NE/4 of Secrion 10; "A" Nos,
3 and 2, ¥E/4 and M\’//o, Scetion 1l "D" No. 7, SW/4 of Section 11l; and "E' No., 1, W/4 of Section - T
14, all in Township 29 North, Range 2 West, '

(Continued from July 23, 1980, Examiner Hearing) .

COH P i st s R L e

Applic:&ion of Bass Enterprises Production Company for a special gas-oil ratio linitation, Eddy
County, Hew Mexico. Appllcant, in the above-styled cause, seeks a special gas-oil ratio limitation
of 8000 to one for the Pdlmillo-Bone qpnngs Pool.

Application of Amoco Prody:cuon Company far an NGPA dct‘ermination, Eddy County, New Mexico. ‘
Applicant, in the above~styled cause, sccks a new onshore reservoir determination in the Atoka .
fornation for xts Pardue Farms Gas Com Well No. 1 in Unit G of Scction 26, Township 23 South, Range
28 East..

In the matter of the hearing called by the 0il Conservation Division on its owa motion for an order
" c¢reating, abolishing, contracting vertical limits, and extendmg certain pools in Chaves, Lea, and ] . o
Roasevelt Counties, Hew Nex:co. s

(a) ~CREATE a new pool in Lea County, New Mexico, classified as a gas pool for Yates production and
designated as the Byms—Yatcs Gas Pool. The discovery vell is Exxon Corporation Bowers A Federal . :
¥Well No. 37 located in Unit P of Section 30, Township 18 South, Rauge 38 East, NMPM. Said pool - (.
would comprise: )\/ ST

TOWNSHIP 18 SOUTH, RANGE 38 EAST, NMPM
Section 30: SE/4

(L) CREATE a new pool in Lea County, New Mexico, classificd as a gas pool: for Atoka production and
designated as the West Jal-Atoka CGas Pool. The dlscovery well is Getity Oil Company West Jal B Deep
Well No. 1 located in‘Unit Il of Section 17, Township 25 South, Range 36 East, NMPM. Said pool would
comprise: .

TOWNSHIP 25 SOUTH, RANGE 36 EAST, NMPY
‘< Section 17: E/2

{(c)  CREATE a ncw pool in Lea County, New Mexlco, cl.:ssx[xed as’ a gas pool for Morrow.production and
designated as’ the Saunders~Morrow Gas Pool with’ spccml vertic¢al limits defined as being from the
top of the Morrow. foyrmation at 12,150 feet to thé Lop of the Mississippian at 12,445 feet, as found
on the log of the discovery well, the Adobe 0il and Gas Corpcration Gray 35 Well No. 1 located in

N AR P ORI T
,
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Unit N of Section 35, Township 14 South, Range' 33 East, NMPHM. Said pool would comprisc: 5
&
TOWNSHIP 14 SOUTH, RANGE 33 EAST, NMPM 3 e
Scrtion 35: All 3
‘ ii
. [ -
(d) ABOLISH the North Bnum-—Upper Pennsylvanian Pool in Lea County, New Mexico, described as: %; :
: ‘ 8.
TOWNSHLIP. 13 SOUTH RM!CF 32 FAST, N‘IP}I ¥ :»:: )
Section 13: " SE/4 . . B
Scetion 23:  SE/4 » €
Section 24: S$/2 and NE/& i
Section 25: Nf2 and SEf4 B
Section 26: N/2 . g

-} TOWMSHIP 13 SOUTH, RANGE 33 EAST, WMPM
~ Section '18: §/2
Section 19: "W/2 and SEf4 .
Section 20: All s
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(e) EXTERD the Baum—Uppor\Ponnsylvnninn Pool in Lea County, Hew.Mexico, to include therein:
: TORNSHEP |3 s0U ;J‘”z;.g._:.g:_r:_,gg  EAST, RPN
Section 127
: Section 42.5. SE/"I
é Svetion 24:  $/2 and RE/4
: Secpion 25: Al
i Section 26: N/Z
: ‘ JOWNSHIP 13 90“1" RANCE 33 FAST, NMPM
: Section 18: §/72
=8 Section 19: N/2 and SE/4
F : Section 20: All A

o (n

ABOLISH the Gallina-San Andres Pool in Chaves County, New Mexico, describied as:

TOXNSIIY § SOUTH, RANGE. 32 EAST, NMpM

Section 6:

TORNSHIP 8 SOUTH,

N/ b 0

(g) EXTEND the Tomahawk-San Andrés Pool in Chaves County, New Mexico, to include therein:

RANGE 32 EAST, NHMPM

Section 6

MR/ 4

(h)  ABOLYSH the West Tonto-Penusylvanian Gas Pool in Lea County, New Mexico; described as:

TOYNSHIP 19 SOUTI, RANGE 32 FAST, IMPM

Section 12:

TOUNSHIP 19 SOUTIL,

s/2

RANGE 33 EAST, IMPM

Section 7:
Section 8:
Section 18:

All
w/2
N/2

(i) EXTEND the ﬁﬁffalo?PEhnsylvéhién Cas Pool in Lea County, New Mexico, to include therein:

Section 1:
Section 12:

TOHNSHIP 19 SOUTIH,

TOWHSIIP 19 SOUTH, RANGE 32 EAST, NMPM

s/2
s/2

 RANGE 33 EAST, MMPYM

Section 6
Section 7:
Scction 8:
Scctxon 18:

TONNSILP 18

SW/4
A1l
/2
N/2

(3) . CONTRACT the vertlcal llmxts of thé¢ Saunders-Permo Pcnnsylvanlan Pool wlth special vertical
limits defined as being from the top of the Wolfcamp formation at 9,195 feet to 10,705 feet into
Pennsy]vanxan formatxOn, as found on log of Adobe 0il and Gas Corporation Grny 35 Well Wo. 1 locuted
in Unit N of Section 35, Township 14 South, Range 33 East,- NMPM, . and redeslgnate suid Saunders-
Permo ‘Pennsylvanian Pool to Saunders Perwo-Upper Pemnsylvanian Pool,

(k) EXTEND the Alrstr|p~Upper Bonc Springs Pool in Lesa County, New Mexico, to include therexn'

SOUT“ RARGE 34 LAST, | shivd

Section 25:

TOWNSHIP. 76

69 QEXTEND'the‘South'Bcf! Lake-Morrow Gas Pool in Lea County, New HMexico, to include ‘therein:

NESS

-

SOUTIL, RANGE 34 EAST, NMPM

Section 18:

s/2

(m) EXTERD the Chaveéroo-San Andres Pool in Chaves County, New Mexico, to' include ‘thercin:

TOWNSHIP 8 SODTH, RANGE 32 EAST, HMPM

Section 13:

{n)} EXTEND the Custor-Devonian

TOWNSHIP.-24-

sW/4

o
RO

Gas Pool in Lea COunty, New Nexxco, ro xncludc therein:

SOUTH, RANGE 36 EAST, wMPM

ERES ] .g,mx:p‘;é.ﬂysmmk-fiu-_x..’.u [ SR
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Section 36: 5/2
TONNSHIP 25 "S0UTH, RANCE 36 EAST, NMPM /
Section }: Ef?2
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(o) EXTERD the Custev-Ellenburger Gas Pool in Lea County, New Mexico, to include therein:

Scetion 36:  §/2

TOUWNSHIP 25 SOUTHE, RANCE 36 EAST, NMPM
Section 1: L/2

{p) . EXTERN the Flying "“M'-San Andrés Paol in Lea County, New Mexico, to include therein:

TOWNSHIP 9 SOUTH, RANGE 33 FAST, kNﬂ["‘f
Section 19: NE/4

{(q) EXTEND the Hardy-Blinebry Pool in lLea County, New Mexico, to include therein:

TOWNSHIP 21 SOUTI, RANGE 36 EAST, NMPM
Section 12: NW/4

(r) EXTEND the Hardy-Drinkard Pool in lea County, New Mexico, to include thercin:

TOWNSHIP 21 SOUT", RANGE 36 FAST, NMPH
Scetion 12: NW/4 .

(s) EXTEND the Mobbs-Drinkard Pool in Lea County, New Mexico, to inctude thercin:

TOWNSHIP 19 SOUTH, RANGE 38 EAST, HMPM
Section 3: SH/4

(t) EXTEND the Scuth Kemnitz-Cisco Pool in Lea County, New Mexico, to include therein:

TOWNSHIP 16 SOUTH, RANGE 33 EAST, IMPM
Section 22: SE/4
Section 27: UNE/4

(u) EXTEND the North Lusk-Morrow Gas Pool in Lea County, New Mexico, to include therein:

TOWNSHIP 18 SOUTH, RANGE 32 EAST, NMPM
Section 32: /2
Section 33: W/2

TOWNSHIP 19 SOUTH, RANGE 32 EAST, NMPM
Section 4: w2

(v) EXTEND the Querecho Plains-Yates Pool in Lea County, New Mexico, to include therein: ™

TOUNSHIP 18 SOUTH, RANCE 32 EAST, NuPM
Section 35: NW/4

(w) EXTEND the South Salt Like-Morrow Gas Pool in Lea County, Hew Mexico, to include therein:

TOINSHIP 21 SOUTI, RANGE 32 EAST, NMNPM
Section 6: Lots 9, 10, 15, 16, and
SE/4

(x) EXTEND the Northwest Todd~San Andres Gas Pool in Roosevelt County, New Mexico, to include
‘therein: . : :

TONSIIP 7 SOUTI, RANGE 35 EAST, EMPM
Section 7: RE/4

(y)' EXTEND the Tom=Tom San Andres Pool in Chaves County, Mew Mexico, to include therein:

FONNSHIP 7 SOUTH, RARGE 31 EAST, NMPH -
Section 32: SE/4 SW/h

(z) EXTEND the Warren-Tubb Gas Pacl in Lea County, New Mexico, to include therecin:

WRSHIP 20 SOUTH, RANGE 38 RAST, N:PM
Section 35: NW/4
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LAW OFFICES OF

HUNXKER~-FEDRIC, P.A.

210 HINKLE BUILDIAG

GEORGE RH. HUNKER. JR. . .
E 4 POST OFFICE BOX 1837 TELEPHONE 6222700

DON M. FEDRIC’ AREA CODE 505
’ ROSWELL, NEW MEXICO 88201

N

'éj-g‘CEIHyﬁzg)
[ JUL238 1989

Mr. Joe D. Ramey, Secretary-Director O"-Ebm“_
e N ]
SANTA Fg DiVisION

July 22, 1980

ot

AN S BRI DA A2

New Mexico 0il Conservation Division
P.0O. Box 2088 .
Santa Fe, New Mexico 87501

<o

Back Basin Unit
Lea County, New Mexico

Dear Mr. Ramey: | | C ot L778

, We hand you herewith in triplicate, Monsanto Company's Application
for approval of the above-described unit ‘embracing 1,920 acres, more or
less, in Lea County, New Mexico. - We would apprecilate your placing this
matter on the Examiner docket at as early a date as possible.

PO AT NN i PN RS

a | Respectfully submitted,
HUNKER-FEDRIC, ,P.A.

i George H. Hunker, Jr.
GHH:dd
- Enc.
xc: Mr. Cecil B. Ellis
Monsanto Company ,_
1330 Midland National Bank Tower
Midland, Texas 79701

xe: Mr. J.C. Williamson
- P.0. Box 16
‘Midland, Texas 72701
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BEFORE THE OIL CONSERVATION DIVISION
STATE DEPARTMENT OF ENERGY AND MINERALS
STATE OF NEW MEXICO

ECEHV?@

i !

APPLICATION FOR APPROVAL OF
BACK BASIN UNIT
; LEA COUNTY, NEW MEXICO

\ JUL 2 8 1989

: OoiL CONS' e
: RVATION py
SANTA i wsnoN

New Mexico 0il Conservation Division
State Department of Energy and Minerals

P.0. Box 2088 :
Santa Fe, New Mexico 87501 . C)OJ-Q (999‘3

. COMES NOW Monsanto Company, 1330 Midland National Bank Tower,
500 West Texas Street, Midland, Texas 79701, and files herewith one ;
copy of the proposed form of Unit Agreement for the Development> and §
Operation of the Back Basin Unit, Lea County, New Mexico, and hereby !
makes application for approval of said uniit as provided by law, and
in support thereof states:

et 1. That the proposed Back Basin Unit Area covered by said
. e Agreement embraces 1,920 acres of land, more or 1ess, more particularly
e described as follows:

Township 23 South, Range 34 East, N.M.P.M.
Section 17: All
Section 20: All
Section 29: -.All

2. That the lands embraced within the proposed unit area are
embraced in United States and State of New Mexico oil and gas leases
and the mineral rights thereunder are owned respectively by the
United States of America and the State of New Mexico. There are no
fee lands w1th1n the unit area.

3. That an application was made for the desighation of ‘said
unit area to the United States Geological Survey, and an informal
application is being made with the Commissioner of Public Lands,
State of New Mexico, Santa Fe, New Mexico. That the U.S.G.S. has
designated said area as being logical for unitization, and a cogy of
the designation letter is attached hereto and made a part of th
application.

4. That Appllcant is informed and believes, and upon informatlon
and belief states that the proposed unit area contains all or substan-
tially all of the geological feature involved, and in the event the
Unit Agreement is approved the area will be developed and operated in’
the interest of conservation and the prevention of waste of unltized

substances

LY That Monsanto Company is. designated as Unit Operator of said
Unlt Agreement, and as such is given authority under the téims thereof
to carry on all operations’ necessary for the development and operation
of the unit area for oil and gas subject to all applicable laws and

‘~regu1ations The purpose of the Unit Agreement is for unitization of

©- the area 'in questlon and the drilling of an exploratory test well to a
depth sufficient to test the Morrow formation provided, however,
‘Operator shall not be requlred to drill said well to a depth in excess

'-of 13,600 feet.

SR 6. That ‘uponi an order being énteréd by the New Mexico 0il
.~ Conservation Division approving said agreement and upon approval
_ thereof by the Commissioner of Public Lands and the United States
“Geological Survey,_an approved copg of the Unit Agreement and all
‘documents approving the same will be filed with the New Mexico 0il
Conservation Division, together with a copy of the Unit Operating

'~H‘Agreement




NN

.

WHEREFORE, Applicant respectfully requests that a hearing be held

before an Examiner on the matter of the approval of said Unit Agreement,
and that upon sald hearing said Unit Agreement be approved by the New
Mexico 0il Conservation Division as being in the interest of conservation
and the prevention of waste.

DATED +his 77-“-‘! day of July, 1980.
Respectfully subfnitted,
MONSANTO COMPANY

George HY Hunker, Jr. < \
Attorney for Applicant

P.O. Box 1837

Roswell, New Mexico 88201

GHH:dd
Enc.
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United States Department of the Interior

OEOLOGICAL SURVEY
South Central Region
P. 0. Box 26124 _
Albuquerque, New Mexico 87125

JUL 072 1980

Hunker-~Fedric, P.A.

Attention: George H, Hunker, Jr.
P. 0, Box 1837

Roswell, New Mexlico 88201

Gentletmen:

Your application of June 6, 1980, filed with the bistrict Supervisor,
Roswell, New Mexico, requests the designation of the Back Basin unit area,
embracing 1,920.00 acres, more or less, Lea County, New Mexico, as logically
subject to exploration and development under the unitization provisions of
the Mineral Leasing Act as amended. '

Pursuant to unit plan regulations 30 CFRv226, the land requested as outlined
on your plat marked "Exhibit 'A' Black Basin Unit, Lea County, New Mexico"
is hereby designated as a logical unit arec.

The unit agreement submiited for the area designated should provide for a
well to test the Morrow formation, or to a depth of 13,600 feet. Your pro-
posed use of the Form of Agreement for Unproved Areas will be accepted with
the modifications requested in your application.

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

In the absence of any other type of land requiring special provisions or of
any objections not now apparent, a duly executed agreement identical with
said form, modified as outlined above, will be approved if submitted in
approvable status within a reasonable period of time. However, notice is
hereby given that the right is reserved to deny approval of any executed
agreement submitted which, in our opinion, does not have the full commitment
of sufficient lands to afford effective control of operations in the unit
area. ,

When fhe executed agreement is transmitted to the Supervisor, Albuquéfque,

‘New Mexico, for approval, include the latest status of all acreage. In

preparation of Exhibits AN and "B, follow closely the format of the
sample_exhibits attached to the 1968 reprint of the aforementioned form.,

[
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we are sending a copy
Santa Fe, New Mexico.
ng joinders regard-

Inasmuch as this unit agreement involves State land,
of this letter to the Commissioner of Public Lands in
Please contact the State of New Mexico before soliciti
less of prior contacts or clearances from the State.

T Sincerely yours,

st W Sl )

James W, Sutherland
Acting Conservation Manager
for the Director

i

* Hunker-Fedric, P.A. .
“Attention: George 'H. Hunker, Jr.
P, 0, Box 1837

Roswell, NM 88201

'
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BEFORE THE OQIL CONSERVATION DIVISION
STATE DEPARTMENT OF ENERGY AND MINERALS
STATE OF NEW MEXICO

APPLICATION FOR APPROVAL OF [T, ECEIVE ‘3

BACK BASIN UNIT ;
LEA COUNTY, NEW MEXICO { \ JUL 2 31980 J

OiL CONS'.RVAT[O’\} DIVISION
) SANTA FE
New Mexico 0il Conservation Division
State Department of Energy and Minerals

P.0. Box 2088
Santa Fe, New Mexico 87501

Cecens 998

COMES NOW Monsanto Company, 1330 Midland National Bank Tower,

500 West Texas Street, Midland, Texas 79701, and files herewith one
copy of the proposed form of Unit Agreement for the Development and
Operation of the Back Basin Unit, Lea County, New Mexico, and hereby
makes application for approval of said unit as provided by law, and
in support thereof states:

1. That the: proposed Back Basin Unit Area covered by said

~Agreement embraces 1,920 acres of land, more or less, more particularly

described as follows:

Township 23 South, Range 34 East, N.M.P.M.
Section 17: All
Section 20: All
Section 29: All

2. That the lands embraced within the proposed unit area are
embraced in United States and State of New Mexico oil and gas leases
and the mineral rights thereunder are owned respectively by the
United States of America and the State of New Mexico. There are no

.fee lands within the unit area.

3. That an appllcation was made for the designation of said
unit area to the United States Geological Survey, and an informal
application is being made with the Commissioner of Public Lands,
State of New Mexico, Santa Fe, New Mexico. That the U.S.G.S. has

designated said area as being logical for unitization, and a copy of
the designation letter is attached hereto and made a part of this

application.

4, That Applicant is informed and believes, and upon information
and belief states that the proposed unif; area contains all or substan-

‘tially all of the geological feature involved, and in the event the

Unit Agreement is approved the area will be developed and operated in
the interest of conservation and the prevention of waste of unitized

substances.

5. That Monsanto Company is designated as Unit. Operator of said

"Unit Agreement, and as such is given authority under the terms thereof

to carry on. all operations necessary for the development and operation

of the unit area for oil and gas subject to all applicable laws ‘and
The purpose of the Unit Agreement is for unitization of
the area in question and the drilling of an exploratory test well to a
depth sufficient to test the Morrow formation, provided, however,
Operator shall not be required to drill said well to a depth in excess

of 13,600 feet

L 6L , That upon ‘an order belng entered by the New Mexico 0il
'Conservation Division approving said agreement and upon approval
. thereof by the Commissioner of Pub11c Lands and the United States

Geological Survey, an approved copy of ‘the Unit Agreement and ‘all
‘documents approving the same will be filed with the New Mexico 0il
‘Conservation Div1sion together with a copy of the Unit- Operatlng

Agreement
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WHEREFORE, 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 Agreement be approved by the New
Mexico 0il Conservation Division as being in the interest of conservation
and the prevention of waste.

: J
DATED this 2 2% day of July, 1980.
| Respectfully submitted, -
MONSANTO COMPANY

By

George H. RunkKer, Jr.
Attorney for Applicant
P.0. Box

Roswell, New Mexico .88201
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United States Department of the Interior

GEOLOGICAL SURVEY ' ' (
South Central Region ‘
P. O. Box 26124 o
Albuquerque, New Mexico 87125

JUL 02 1980

Hunker~-Fedric, P.A,

‘Attention: George H. Hunker, Jr.
P. 0. Box 1837 _
Roswell, New Mexico 88201 : i

Gentlemen:

Your application ¢f June 6, 1980, filed with the District Supervisor,
Roswell, New Mexico, requests the designationof the Back Basin unit area,
embracing 1,920.00 acres, more or less, Lea County, New Mexico, as logically
subject to exploration and development under the unitization provisions of
the Mineral Leasing Act as amended.

f‘ ‘ ‘Pursuant to unit plan regulations 30 CFR 226, the land requested as outlined
' on your plat marked "Exhibit 'A' Black Basin Unit, Lea County, New Mexico"
1s hereby designated as a logical unit area,

- " The unit agreement submitted for the area designated should provide for a
: . well to test the Motrrow formation, or to a depth of 13,600 feet. Your pro-
i . posed use of the Form of Agreement for Unproved Areas will be accepted with
T the modifications requested in your application.
; : ?’ ' If ‘conditions are such that further modification of said standard form is SR
!§ & deemed necessary, three copies of the proposed modifications with appropriate T
: k justification must be submitfed to this office through the Deputy Conservation
A Manager 0il and Gas, for preliminary approval.
o
€ i

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

5 any objections not now apparent, a duly executed agreement identical with
b said form, modified as outlined above, will be approved if submitted in.
& apnrovable status within a reasonable ‘period of time. However, notice is >
2 i ~ hereby given that the right is reserved to deny approval of any executed
Sy ¥ agreement submitted ‘which, in our opinion, does not have the full commitment
ﬁg o . of sufficient lands to afford effectiveé control of operations in the unmit

Y area.

: : - When the executed agreement is transmitted to the Supervisor, Adbuquerque,
5 - New Mexico, for approval, include the latest status of all acreage. In
.preparation of Exhibits "A" and "“B", follow closely the format of the

2 sample exhibits attached to the 1968 reprint of the aforementioned form.

o Mo T T WP
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Inasmuch as this unit agreement involves State .land, we are sending a copy
of this letter to the Commissioner of Public Lands in Santa Fe, New Mexico,
‘Please contact the State of New Mexico before soliciting joinders regard-

. leas of prior contacts or clearances from the State..

VAL o?pp‘n’rum'_ri‘r EMPLOYER

~ Hunker-Fedric, P.A. , o
. Attention: George H. Hunker, Jr.
7 P.'O, Box'1837 .

. Roswell, NM - 88201

e
TN bR
NOVESs
. ,)_\
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.- POSTAGEAND FEES
w. DEPARTMENT OF TH!
Ar o INT-418
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Sincerely yours,

4 /\%47%44;»/

James W. Sutherland

Acting Conservation Manager

for the Director

Y}




BEFORE THE OIL CONSERVATION DIVISION
STATE DEPARTMENT OF ENERGY AND MINERALS
STATE OF NEW MEX1CU

«:m"m@ -

APPLICATION FOR APPROVAL OFrj
BACK BASIN UNIT
LEA COUNTY, NEW MEXICO 1 \] JUL 231980 L

111111

OlL CONS’ RVATIO'\I DNISION

: SANTA FE
New Mexico 0il Conservation Division
State Department of Energy and Minerals
P.0. Box 2088 lochg

Santa Fe, New Mexieo 87501 C,a/ll

COMES NOW Monsanto Company, 1330 Midland‘National Bank Tower,
500 West Texas Street, Midland, Texas 79701, and files herewith one
copy of the proposed form of Unit Agreement for the Development and
Operation of the Back Basin Unit, Lea County, New Mexico, and hereby
makes application for approval of said unit as provided by law, and
in support thereof states:

1. That the proposed Back Ba31n Unit Area covered by said
Agreement embraces 1,920 acres of land, more or less, more particularly
described as follows -

Township 23 South, Range 34 East, N.M.P.M,
Section 17: A11
Section 20: Al1l
Section 29: All

2. That the lands embraced within the proposed unit area are
embrdced in United Stdtes and State of New Mexico oil and gas leases

‘and the mineral rights thereunder are owned respectively by the

United - States of America and the State of New Mexico.: There are no
fee lands -within the unit area. v

3. That an appllcatlon was made for the designation of said
unit area to the United States Geologlcal Survey, and an informal
application is being made with the Commissioner of Public Lands,
State of New Mexico, Santa Fe, New Mexico. That the U.S.G.S. has
\de31gnated said area as being logical for unitization, and a copy of

. the designation letter is attached hereto and made a part of this

application.

4., That Appllcant is informed and believes, and ‘upon ‘information
and belief states that the proposed unit area contains all or substan-
tially all of the geological feature involved, and in the event the
Unit Agreement is approved the area will be developed and operated in
the interest of conservation and the prevention of waste of unitized

substances.

5. That Monsanto Company is de51gnated ‘as Unit Operator of said

fUnit Agreement and as such is given authority under the terms thereof
to .carry-on all operatlons necessary, for the development and operation

of the unit area for oil and gas subject to all applicable laws and

fregulatlons The’purpose of the Unit Agreement is for unitization of

the area in questlon and the drilling of an exploratory test well to a
depth’ sufficient to test the Morrow formation, provided, however,
Operator shall not be required to drlll said well to a depth in excess
of 13,600 feet ' )

6. That upon an- order be1ng entered by ‘the: New Mexico 0il
Coniservation Divisi proving said agreement and ‘upon: approval
thereof by the Commissioner of Public Lands and the United States

Geological Survey, an approved copy .of the Unit Agreement ‘and all

‘documents approving’ “the same will be filed with the New Mexico 0il
- Conservation Division, together with a copy of the Unit Operating

.Agreement

IS e
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WHEREFORE, 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 Agreement be approved by the New
Mexico 0il Conservation Division as being 1in the interest of conservation
and the prevention of waste.

DATED this 222 day of July, 1980.

Respectfully submitted,

&
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i 7 . MONSANTO COMPANY o

George H‘*Hunker Jr.
Attorney for Applicant
P.0O. Box 1837 ,
Roswell, New Mexico 88201

"
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United States Department of the Interior

GEOLCGICAL SURVEY
South Central Region
P, 0. Box 26124
Albuquerque, New Mexico 87125

JUL 02 1980

Hunker~Fedric, P.A.

Attention: George H. Hunker, Jr.

P. 0. Box 1837

Roswell, New Mexico 88201 :

Gentlemen:

Your application of June 6, 1980, filed with the District Supervisor,
Roswell, New Mexico, requests the designation of the Back Basin unit area,
embracing 1,920.00 acres, more or less, Lea County, New Mexico, as logically
subject to exploration and development under the unitization provisions of
the Mineral Leasing Act as amended. ‘

Pursuant to unit plan regulations 30 CFR 226,v the land requested as outlined
on your plat marked "Exhibit 'A' Black Basin Unit, Lea County, New Mexico"
is hereby designated as a 1ogica1 unit area. :

The unit agreement submitted for the area designated should provide for a
well to test the Morrow formation, or to a depth of 13,600 feet. Your pro-
posed use of the Form of Agreement for Unproved Areas will be accepted with

“the modifications requested in your application.

If conditions are such that further modification of said standard form is
deemed necessary, three copies of the proposed modifications with dppropriate
justification must be submitted to this office through the Deputy Conservation
Manager, 01l and Gas, for preliminary approval.

In the absence of any other type of land requiring special provisions or of
any obj ections not now apparent, a duly’ executed agreement identical with
said form, modified as outlined above, will be approved if submitted in
approvable status within a reasonable period of time. However, notice is
hereby given that the right is reserved to deny approval of any executed
agreemert Smeitted which, in our opinion, does not have the full commitment
of sufficient lands to afford effective control of operations in the unit

area.

When the executed agreement is transmitted to the SuperviSOr, Albuquerque,
New Mexico, for approval include the latest status of all acreage. In
preparation of Exhibits "A" and "B", follow closely the format of the
sample exhibits attached to the 1968 reprint of the aforementioned form.




Inasmuch as this unit agreement {nvolves State land, we are sending a copy
| _of this letter to the Commissioner of Public Lands in Santa Fe, New Mexico.
o Please contact the State of New Mexico before goliciting joinders regard~
less of priorx contacts or clearances from the State.

" 8incerely yours,

o s

James W. Sutherland
Acting Conservation Manager ‘
for the Director i

lQUAL OPPORTUNITY EMPLOYER

H

. Hunker-Fedric, P.A.
Atténtioﬁ;» George 'H. Hunker, Jr.-
'P. 0. Box 1837
Roswell, NM 88201




~ UNIT AGREEMENT ‘ o im e g oo
FOR THE DEVELOPMENT AND OPERATIONr=y o5 i 31 57D
! 2

OF TIIE ,
E4CK BASIN UNIT AREA ;
LEA COURTY, MEW MEXICO L '
THIS AGREEMENT, entered into as of the _17th ggyC%¥sé§m§A%gD’v‘s'?N
1980, by and between the parties subscribingT—?Zfifyinf, or consenting
hereto, and herein referred to as the '‘parties hereto,” ’

\ JULQMQBOJ&

R S e T T LRI

WITNESSETH:

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

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

and certified by the Secretary of the Interior to be necessary or
advisable in the public interest; and :

WHEREAS, the Commissioner of Public Lands of the State of New
Mexico is authorized by an Act of the Legislature (Section 1, Chapter
88, Laws 1943, as amended by Section 1 o% Chapter 176, Laws of 1961)
(Chapter 19, Article 10, Section 45, New Mexico Statutes 1978 Annotated),
to consent to and approve the development or operation of State lands
under agreements made by lessees of State land jointly or severally
with other lessees where such agreements provide for the unit operation
or development of part of or all of ‘any o0il or gas pool, field or

area; and

WHEREAS, the Commissioner of Public Lands of the State of New
Mexico is authorized by an Act of the Legislature (Section 1, Chapter
88, Laws 1943, as amended by Section 1, Chapter 162, Laws of 1951) .
(Chapter 19, Article 10, Section 47, New Mexico Statutes 1978 Annotated)
to amend wiih the approval of lessee, evidenced by the lessee's
execution of such agreement or otherwise, any o0il and gas lease
embracing State lands so that the length of the term of said lease may
coincide with the term of such agreements for the unit operation and
development of part or all of any oil or gas pool, field or area; and

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

WHEREAS, the parties hereto hold sufficient interest in the 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 development and operation of the area subject to this agreement

under the terms, conditions, and limitations herein set forth;

‘. .~ NOW, THEREFORE, in consideration of the premises and the promises

~ hzFein contained, the parties hereto commit to this agreement their
‘respective interest in the below-defined unit area, and agree severally
among themselves as follows: .

‘ . ENABLING ACT AND REGULATIONS. The Mineral Leasing Act of

. Feburary 25, 1920, as amended, supra, and all valid pertinent regu-

lations, including operating and unit plan regulations, -heretofore
“issued thereunder or valid, pertinent, and reasonable regulations

hereafter issued thereunder are accepted and made a part of this
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Land Commissioner, and the State Division, evidence of mailing the

agreement as to Federal lands, provided such regulations are not
inconsistent with the terms of this agreement; and as to non-Federal
lands, the oil and gas operating regulations in effect as of the
effective date hereof governing drilling and producing operations, not
inconsistent with the terms hereof or the laws of the State in which
the non-Federal land is located, are hereby accepted and made a part

of this agieement.

2, UNIT AREA. The following described land is hereby designated
and recognized as constituting the unit area:

Township 23 South, Range 34 East, M.M.P.M.
Section 17: All ‘ ;
Section 20: All T
Section 29: All, f

containing 1,920 acres, more or less,
Lea County, New Mexico.

Exhibit "A" attached hereto is a map showing the unit area and 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 Operator the acreage,
percentage, and kind of ownership of oil and gas interests in all land
in the unit area. “However, nothing herein or in said schedule or map
shall be construed as a representation by any party heretc as to the
ownership of any interest other than such interest or interests as are L
shown in said map or schedule as owned by such party. Exhibits "A" :
and "B shall be revised by the Unit Operator whenever changes in the ;

-unit area render such revision necessary when requested by the 0il and

Gas Supervisor, hereinafter referred to as '"Supervisor", or when :

requested by the Commissioner of Public Lands of the State of New i v
Mexico, hereinafter referred to as '"Land Commissioner', and not less : '
than five (5) copies of the revised Exhibits shall be filed with the }
Supervisor and one (1) copy thereof shall be filed with the Land ;

A Commissioner, and one (1) copy with the New Mexico 0il Conservation i B

Division, hereinafter referred to as "Division". ; ) o

The above~described unit area shall, when practicable, be expanded
to include therein any additional lands or shall be contracted to .
exclude lands whenever such expansion or contraction is deemed to be
necessary or advisable to conform with the purposes of this agreement.
Such expansion or contraction shall be effected in the following
manner:

(a) Unit Operator, on its own motion or on demand of the Director
of the Geological Survey, hereinafter referred to as "Director", or on
demand of the Land Commissioner, after preliminary concurrence by the
Director, shall prepare a notice of proposed expansion or contraction
describing the contemplated changes in the boundaries of the unit -
area, the reasons therefor, and the proposed effective date thereof,
preferably, the first day of a month subsequent to the date of notice.

4 (b) Said notice shall be delivered to the Supervisor, the Land , _ )
Commissioner and the State Division, and copies thereof mailed to the 5 : S

ldst known address of each working-interest owner, lessee, "and lessor
‘whose interest are affected, advising that thirty (30) days will be

allowed for submission to the Unit Operator of any objections.

_gc)‘ Upon expiration of the 30-day period:provided in the preceding
item (b) hereof, Unit Operator shall file with the Supervisor, the o

notice of expansion or contraction and a copy of any objections o
thereto which have been filed with the Unit Operator, together with an j
application in sufficient number, for approval of such expansion or 1
contraction and with appropriate joinders. ‘ L :

3




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

(e) Notwithstanding any prior elimination under the Drilling to
Discovery Section, all legal subdivision of lands (i.e., 40 acres by
Government survey or its nearest lot or tract equivalent; in instances
of irregular surveys unusually large lots or tracts shall be considered
in multiples of 40 acres or the nearest aliquot equivalent thereof),
no parts of which are entitled to be in a participating area on or
before the fifth anniversary of the effective date of the first initial
participating area establis{ed under this unit agreement, shall be
eliminated automatically from this agreement, effective as of said
fifth anniversary, and such lands shall no lohger be a part of the
unit area and shall no longer be subject to this agreement,“unless
diligent drilling operations are in progress on unitized lands not
entitled to participation on said fifth anniversary, in which event
all such lands shall remain subject hereto.for so long as such drilling

~operations are continued diligently, with not more than 90 days' time
~elapsing between the completion of one such well and the commencement

of the next such well. All legal subdivisions of lands not entitled

to be in a participating area within 10 years after the effective date
of the first-initial participating area approved under this agreement
shall be automatically eliminated from this agreement as of said tenth
anniversary. All lands proved productive by diligent drilling operations
after the aforesaid five-year period shall«gecome participating in the !
same manner as during said five-year period. However, when such j
diligent drilling operations cease, all nonparticipating lands shall §
be automatically eliminated effective as of the 91lst day thereafter. |
The unit operator shall within 90 days after the cffective date of any :
elimination hereunder, describe the area so eliminated to the satis- |
faction of the Supervisor and the Land Commissioner and promptly ?
notify all parties in interest. ’ )

, If the conditions warrant extension of the ten-year period
specified in this subsection 2(e), a single extension of not to exceed
two years may be accomplished by consent ‘of the owners of 90% of the :
working interest in the current non-participating unitized lands and i
the owners of 607 of the basic royalty interest (exclusive of the
‘basic royalty interests of the United States) in non-participating
unitized lands with approval of the Director and Land Commissioner,
provided such exténsion application is submitted to the Director and
the 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 theretofore eliminated pursuant to this subsection 2(e) - ;
'shall not be considered automatic commitment or recommitment of such

lands. ‘

3. UNITIZED LAND AND UNRITIZED SUBSTANCES. All land committed
to this agreement shall constitute land referred to herein as "unitized ;
land" or 'land subje¢t to this agreement.' All oil and gas in any and
all formations of the unitized land are unitized under the terms of
this agreement and herein are called "unitized substances.™

. 4. UNIT OPERATOR. =~ MONSANTO COMPANY of Midland, Texas,
is hereby designated as Unit Operator and by signature hereto as Unit
Operator agrees and consents to accept the duties and obligations of
Unit Operator for the discovery, development; and production of unitized
substances as herein provided. Whenever referencesis made herein to
the Unit Operator, .such reference means the ‘Unit Operator acting in
the cdpacity and not as an owner of interest in unitized substances,
and the term "working-interest owner'" when used shall iriclude or refer
to Unit Operator as the owner of ‘a working interest when such an
‘interest is owned by it. ' 4

5,  RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit opérator
shall have the right to resign at any time prior to the establishment
of a ‘participating area or area hereunder; but ‘such resignation' shall
not become effective so as to release Unit Operator from the duties
and obligations of Unit Operator and terminate Unit Operator's rights

2}
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"qualified to vote are owned by one party to this agreement, a concurring

~duties and responsibilities of Unit Operator, and

~election, may declare this unit agreement terminated.

as such for a period of six (6) months after notice of intention to
resign has been served by Unit Operator on all working-interest

ovners and the Supervisor, the Land Commissioner, and State Division
and until all wells then drilled hereunder are placed in a satisfactory
condition for suspension or abandonment whichever is required by the
Supervisor as to Federal lands and the Land Commissioner as to State
lands or the State Division if on Fee lands, unless a new Unit Operator
shall have been selected and approved and shall have taken over and
assumed the duties and obligations of Unit Operator prior to the
expiration of said period. '

Unit Operator shall have the right to resign in like manner and

»subject to like limitations as above prcovided at any time a partici-

pating area established 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 performance of the duties of unit f
operator, and shall not later than 30 days before such resignation or : §
removal becomes effective appoint a common agent to represent them in !
any action to be taken hereunder. \

The resignation of Unit Operator shall not release Unit, Operatox
from any liability for any default by it hereunder occurring prior to
the effective date of its resignation:

The Unit Operator may, upon default or failure in the performance i
of its duties or obligations hereunder, be subject to removal by the ‘
same percentage vote of the owners of working interest as herein ;
provided for the selection of a new Unit Operator. Such removal shall ;
be effective upon notice thereof to the Supervisor and the Land i
Commissioner. } §

~ The resignation or removal of Unit Operator under this agreement i
shall not terminate its right, title, or interest as the owner of a’ :
working interest or other interest in unitized substances, but upon

the resignation or removal of Unit Operator becoming effective, such

Unit Operator shall deliver possession of all wells, equipment,
materials, and appurtenances used in conducting the unit operations to 4
the new duly qualified successor Unit Operator or to the common agent, i -
if no such new Unit Operator is elected, to be used for the purpose of i
conducting unit operations hereunder. Nothing herein shall be construed !
as authorizing removal of any material, equipment, and appurtenances i
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 j
hereinabove provided, or a change of Unit Operator is negotiated by s

.working-interest owners, the owners of the working interest 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 estaglished, the owners of the working interests
according to their respective acreage interests in all unitized land,
shall by majority vote select a successor Unit Operator: Provided,
that, if a majority but less than 75 per cent of the working interests

vote, of one or more additional working interest owners shall be -

réquired to select a new operator. Such selections shall not become

effective until . , '
~.(a) a Unif'OperatOr so selected shall accépt in writing the

}

(b),:the_selgctiﬁh'shallAhavg been approved by the SuperViédr and
approved by the Land Commissioner:
. Ifino‘SUCgeéso: Uniﬁ"ﬁbératér'is~selected"and qualified as
herein provided, the Director and the Land Commissioner, at their

7. - ACCOUNTING PRGVISTONS AND’UNIT OPERATING AGREEMENT. If the

Uhi%fOperétér“is*ﬁbt the sole ‘owner of working interests, costs and
expenses incurred by Unit Operator in conducting unit operations ’
. hereunder shall be paid and apportioned among and borne by the owners,

<
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of working interests, all in accordance with the agreement or agreements
entered into by and between the Unit Operator and the owners of working
interest, whether one or more, separately oxr collectively. Any
agreement or agreements entered into between the working-interest
owners and the Unit Operator as provided in this section, whether ,one
or more, are herein referred to as the "unit operating agreement.'

Such unit operating agreement shall also provide the manner in which
the working-interest owners shall be entitled to receive their respec-
tive proportionate and allocated share of the benefits accruing hereto
in conformity with their underlying operating agreements, leases, or
other independent contracts, and such other rights and obligations as
between Unit Operator and the working-interest owners as may be agreed
upon by Unit Operator and the working-interest owners; however, no
such unit operating agreement shall be deemed either to modify any of
the terms and conditions of this agreement or to relieve the Unit
Operator of any right or obligation established under this unit
agreement, and in case of any inconsistency or conflict between this
unit agreement and the unit operating agreement, this unit agreement
shall govern. Three true copies of any unit operating agreement
executed pursuant to this section shou{d be filed with the Supervisor
and one true copy with the Land Commissioner, prior to approval of

this unit agreement.

8. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Except as otherwise
specificalI& provided herein, the exclusive right, privilege and duty
of exercising any and all rights of the parties hereto which are
necessary or convenient for prospecting for, producing, storing,
allocating, and distrlbuting the unitized substances are hereby
delegated to and shall be exetcised by the Unit 'Operator as herein
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. Nothing herein, however, shall be construed to transfer
title to any land or to any lease or operating agreement, it being
understood that under this agreement the Unit Operator, in its capacity
as Unit Operator, shall exercise the rights of possession and use
vested in the parties hereto only for the purposes herein specified.

9. DRILLING TO DISCOVERY. Within six ' (6) months after the
effective date hereof, the Unit Operator shall begin to drill an
adequate test well at a location approved by the Supervisor, if on
Federal land, or by the Land Commissioner, if on State land, or by the
Division, if on Fee lands, unless on such effective date a well is
‘being drilled conformably with the terms hereof, and thereafter
continue such drilling diligently until the Morrow formation has been
tested or until at a lesser depth unitized substances shall be dis-
covered which can be produced in paying quantities (to-wit: quantities
sufficient to repay the costs of drilling, completing 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 1and or the Land Commissioner if on State land, or the
Division if on Fee lands, that further ‘drilling of said well would be
unwarranted or impracticable: provided, however, that Unit Operator
shall not, in any event, be redquired to drill said well to a ‘depth in
- excess of 13,600 feet. Until the discovery of a depoq1t of unitized

- substances capable ‘of being produced in paying quaritities, the Unit

' Operator shall continue drilling diligently one well at a time,
‘allowing not more than six (6) months between the completion of one’
well and the beginning of ‘the next well, until a well capable of
producing unitized substances :in paying quantities is completed to the
satisfaction of said Supervisor if on Federal land or of the Land
Commissioner if on:State land, or the Division if on Fee lands, or
_until it is reasonably pr”ved ‘that the unitized land is 1ncaoable of

- producing unitized" subs ces in paying quantit e:
in this section shall be deemed to 11mit

o <
' the right of the Unit Operator to resign as provided in Section 5

‘d-ﬁhrilling during ‘the period pending such reSignation be

_hereof, or as requiring Unit Operator to commence ‘or continue any
coming effective

order~to comply with' the requirements of this section. The Super-
visor and Land Commissioner may modify the drilling requ1rements of
‘this §ection by’ granting reasonable extensions of time when, in their

‘fOpinion, such action is warranted.




Upon failure to commence any well provided for in this section :

: within the time allowed, including any extension of time granted by ’ '
the Supervisor and the Land Commissioner, chis agreement will auto-

matically terminate; upon failure to continue drilling diligently any

i well commenced hereunder, the Supervisor and the Land Commissioner

may, after 15-days notice to the Unit Operator, declare this unit

agreement terminated.

- 10. PLAN OF FURTHER DEVELOPMENT AND OPERATION. Within six (6)
months after completion of a well capable of producing unitized
substances in paying quantitites, the Unit Operator shall submit for
the approval of the Supervisor, the Land Commissioner, and State
Division an acceptable plan of development and operation for the
unitized land which, when approved by the Supervisor, the Land
Commisioner, and State Division, shall constitute the further drilling
and operating obligations of the Unit Operator under this agreement
for the period specified therein. Thereafter from time to time before
the expiration of any existing plan, the Unit Operator shall submit
for the approval of the Supervisor, the Land Commissioner and State
Division a plan for an additional specified period for the development
‘and operation of the unitized land.

. Any plan submitted pursuant to this section shall provide for the
exploration of the unitized area and for the diligent drilling necessary
for :determination of the area or areas thereof capable of producing -
unitized substances in paying quantities in each and every productive
formation and shall be as complete and adequate as the Supervisor, the
Land Commissioner, and State Division may determine to be necessary
for timely development and proper conservation of the oil and gas
resources of the unitized area and shall:

e i A e,

’ (a) specify the number and locations 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 P REE
regarded as necessary and advisatle for proper conservation of natural - o - ‘f
resources. Separate plans may be submitted for separate productive v
zones, subject to the approval of the Supervisor, the Land Commissioner, |
and State Division. : j

. Plans shall be modified or supplemented when necessary to meet
changed conditions or-to protect the interests of all parties to this
- agreement. Reasonable diligence shall be exercised in complying with
‘the obligations of the approved plan of development. The Supervisor
and the Land Commissioner are authorized to grant a reasonable -extension
of the six-month period herein prescribed for submission of an initial L
plan of development where such action is justified because of unusual _ e
conditions or circumstances. After completion hereunder ¢f a well o
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 agréement and such as may be
specific4lly approved by the Supervisor, the Land Commissioner, and
> -State Division, shall be drilled except in accordance with a plan of
- ‘development approved as herein -provided. :

11.  PARTICIPATION AFTER DISCOVERY. Upon completion 'of a well

' capable of producing unitized substances in paying quantities or as
“soon thereafter as required by the Supervisor, the Land Commissioner,
or the State Division, the Unit Operator shall submit for approval by [
the Supervisor, the Land Commissioner, and State Division ‘a schedule,
‘based on subdivisions of the public-land survey or aliquot parts _
“thereof, of all-land then regarded as reasonable proved to be productive :
paying quantities; all lands in ‘said schedule on approval of the P
or, the Land Commissionier, and State Division to constitute a i
ing , effective as of the ddte of ‘completion of such o
€ ve date of 'this unit agreement, whichever is later. P
ages ‘ "Federal’ and non-Federal lands shall be based upon .=
ate computations from the courses and distances shown on the
d c-land survey as of the effective date of each - s
p cipating area. Sdid schedule shall also set forth the s
ntage of unitized substances to be allocated as herein provided
ch tract in the participating area so established, and shall




’represent ‘the area known or reasonably estimated to

govern the allocation of production commencing with the effective date
of the participating area. A aeparate participating area shall be
established for each separate pool or deposit of unitized subsgtances
or for any group thereof which is produced as a single pool or zone,
any any two or more Yarticipating areas so established may be combined
into one, on approval of the Supervisor, the Land Commissioner, and
the State Division. When production from two or more participating
areas, 80 established, is subsequently found to be from a common pool
or deposit, said part1c1pabing areas shall be combined into one,
effective as of such appropriate date as may be approved or prescribed
by the Supervisor, the Land ‘Commissioner, and State Division. The
participating area or ‘areas so established shall be revised from time
to time, subject to like approval, to include land then regarded "as
reasonably proved to be productive in paying quantities or necessary
for unit operations, or to exclude land then regarded as reasonably
proved not to be Droductlve in’ paying quantities and the schedule of
allocation percentages shall be revised accordingly. The effective
date of any revision shall be the first of the month in which is
obtained the knowledge or information on which such revision is
predicted, provided, however, that a more appropriate effective date
may be used if justified by the Unit Operator and approved by the
Supervisor, the Land Commissioner, and Division, No land shall be
excluded from a participating area on account of depletion of the
unitized substances, except that any participating area established

under the provisions of this unit agreement shall terminate automatically

whenever all completions in the formatlon on which the participating
area is based are abandoned.

It is the intent of this section that a partlclgatlng area shall
e productive in

paying quantities; but regardless of any revision of the partic1pat1ng
area, nothing herein contained shall be construed as requiring any

retroactive. adgustment for productlon obtained prior to the effective

date of the revision of the part1c1pat1ng area.

In the absence of agreement at any time between the Unit Operator
and the Supervisor, the Land Commissioner, and State Division, as to
the proper definition or redefinition of 'a participating area, or
until a participating area has, or areas have, been established as
providéd herein, the. portion of all payments affected thereby shall be
impounded in a manner mutually acceptable to the owners of working
interest and the Supervisor and the Land Commissioner. Royalties due
the Unlted ‘States shall be determined by the Supervisor for Federal ,
lands, the Land Commissioner for the State lands, and the Division for
the Fee lands, and the amount thereof shall be dep031ted as directed
by the Supervisor and the Land Commissioner, and the Division to be
held as unearned money until a part1c1pat1ng area is finally approved
and then applied as earned or returned in accordance with a determination
of the sum due. as Federal and State royalty on the basis of such

~approved participating area.

Whenever it is determlned subJect to the approval of the Superv1sor
the Land Comn1351oner, ‘and State Division that a well drilled Under
this agreement is not capable of. productlon in paying quantities and

- inclusions of the land on which it is situated in a participating area

is unwarranted productlon from such well shall, for the purposes of
settlement among all. parties other than working interest owners, be

“allocated to the land on which the well is located unless such land is
already w1th1n the participating area established for the pool or
“deposit from which such production’'is obtained. ’Settlement for working

interest benefits from such a well shall be made as provided in the

‘unit operating agreement.

: Determinat' n as to whether a well completed w1th1n the Un1t Area
prior to the effective date’ of ‘th: agreement is capable of producing
unitized substances in. paylng quantltles shall be deferred until an ’
1n1t1a1 part1c1pat1ng area is established as a result of the completlon

of a well for production in paying quantities in accordance with -
‘Sectlon 9 hereo;




Determination as to whether a well completed within the unit area
prior to the effective date of this agreement is capable of producing,
unitized substances in paying quantities shall be deferred until an
initial participating area is established as the result of the
completion of 'a well for production in paying quantities in accordance
with Section 9 hereof. ’

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 unitization area for drilling, operating, camp and other
production or development purposes, for repressuring or recycling in
accordance with a plan of development approved by the Supervisor, Land
Commissioner, and State Division, or unavoidable loss, shall be
deemed to be produced equally on an acreage basis from the several
tracts of unitized land of the participating area 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 said production as the number of
acres of such tract included in said participating area bears to the
total acres of uritized 1land in said participating area, except that
allocation of production hereunder for purposes other than for settlement
of royalty, overriding royalty, or payment out 6f production obligations
of the respective working interest owners, 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
welis are drilled on any particular part or tract of said participating
area. 1If any gas produced from one participating area is used for
repressuring or recycling purposes in another participating area, the
first gas withdrawn from such last-mentioned participating area for
sale during the life of this agreemeéent shall be considered to be the
gas so transferred until an amount equal to that transferred shall be
so produced for sale and such gas shall be allocated to the participating
area from which initially produced as such area was defined at the
time of such final production.

13. DEVELOPMENT OR OPERATION OF INON-PARTICIPATING LAND OR FORMATION.
Any party hereto owning or controlling the working interest in any
unitized land having thereon a regular well location may with the
approval of the Supervisor, and the Land Commissioner, and the State
Division as to Fee Lands, at such party's sole risk, costs and expense,
drill a well to test any formation for which a participating area has
not been established or to test any formation for which a participating
area has been established if such location is not within said partici-
pating 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.such well drilled as-aforesaid by a working interest owner
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 operating agreement.

‘If any well drilled as aforesaid by a working interest owner
obtains production in quantities insufficient to justify the inclusion
of ‘the land upon:which such well is Situated in a participating area,.
such well may be operated and produced 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 any State and any
royalty ownexr who is entitled to take in kind a share of the substances
now unitized hereunder ‘shall hereafter be entitled to the right to
~take in Kind its share of the unitized substances, and the Unit

Operator, or the working interest owner in case of the operation of a
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well by working interest owner as herein provided for in special

cases, shall make deliveries of such royalty share taken in kind in
conformity with the applicable contracts, laws, and regulations.
Settlement for royalty interest not taken in kind shall be made by
working interest owners responsible therefor under existing contracts,
laws, and regulations, or by the Unit Operator, on or before the last
day of each month for unitized substances produced during the preceding
calendar month; provided, however, that nothing herein contained shall
operate to relieve the lessees of any land from their respective lease

obligations for the payment of any royalties due under their leases.

N o N i WA LY T e
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If gas obtained from lar.ds not subject to this agreement is
introduced into any participating area hereunder, for use in repressuring,

stimulation of production, or increasing ultimate recovery, in conformity
with a plan of operations approved b{ the Supervisor and the Land
ke amount of gas, after settlement

Commissioner, and the Division, a 1li
as herein provided for any gas transferred from any other participating

area and with apgropriate deduction for loss from any cause, may be
withdrawn from the formation into which the gas is introduced, royalty
free as to dry gas, but not as to any products which may be extracted

3 therefrom; provided that such withdrawal shall be at such time as may

% be provided in the approval plan of operations or as may otherwise be
consented to by the Supervisor, the Land Commissioner, and the Division,
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 regulation; provided, that for leases on which .
the royalty rate depends on' the daily average production per well, S
said average production shall be determined in accordance with the
operating regulations as though each participating area were a single i
consolidated lease.

Royalty due on account of State lands shall be"computed and paid
on the basis of all unitized substances allocated to such lands.

g
i
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15. RENTAL SETTLEMENT. Rental or minimum royalties due on
leases committed hereto shall be paid by working interest owners
responsible therefor under existing contracts, laws, and regulations,
‘provided that nothing herein contained shall operate to relieve the
lessees of any land from their respective lease obligations for the
payment of any rental or minimum royalty due undexr their leases.
Rental or minimum royalty for lands of the United States subject to
this agreement shall be paid at the rate specified in the respective ‘ S
leases from the United States unless such rental or minimum royalty is L e
waived, suspended, or reduced by law or by approval of the Secretary : L

or his duly authorized representative.

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

. "With respect to any lease on non-Federal land containing provisions
which would terminate such lease unless drilling operations are
cormenced upon the 'land covered thereby within the time therein
specified or rentals are 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 thereof as extended by this agreement and
until the required drilling operations are commenced upon the land
covered thereby or until some portion of such land is included within

~a participating area. : ) :

o ~ 16. CONSERVATION. Operations hereunder and production of

~unitized substances shall be conducted to provide for the most economical
and efficient recovery of said substances without waste, as defined by

- or ‘'pursuant to State or Federal law or regulation. ’

>




17. DRAINAGE. The Unit Operator shall take such measures as the
Supervisor and Land Commissioner deems appropriate and adequate to
i prevent drainage of unitized substances from unitized land by wells on
land not subject to this agreement.

18. LEASES AND CONTRACTS CONFORMED AND EXTENDED. The terms,
conditions, provisions of all leases, subleases, and other contracts
relating to exploration drilling, development, or operation for oil or
i gas on lands committed to this agreement are hereby expressly modified

and amended to the extent necessary to make the same conform to the

: provisions hereof, but otherwise to remain in full force and .effect;
and the parties hereto hereby consent that the Secretary, as to
‘Federal leases and the Land Commissioner, as to State leases, shall
and each by his approval hereof, or by the approval hereof by his duly
authorized representative, does hereby establish, alter, change, or
revoke the drilling, producing, rental, minimum royalty, and royalty
[ requirements of Federal and State leases committed hereto and the
b regulations in reéspect thereto to conform said requirements to the
b provisions of this agreement, and without limiting the generality of
b the foregoing, all leases, subleases, and contracts are particularly
SRR modified in accordance with the following:

(a) The development and operating of lands subject to this
agreement under the terms thereof shall be deemed full performance of
all obligations for development and operating with respect to each and
every separately owned tract subject to this agreement, regardless of
whether there is any development of any particular tract of the unit ;

area.

(b) Drilling and producing operations performed hereunder upon
any tract of the 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 i
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 o -
the Land Commissioner, or his duly authorized representative, shall be .i o B
deemed to constitute such suspension pursuant to such direction or |
consent as to each and every tract of unitized land. A suspension of
drilling or producing operations limited to specified lands shall be

applicable only to such lands. ‘

. (@) Each lease, sublease, or contract relating to the exploration,
drilling, developmént or operation for oil or gas of lands other than i
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 terms 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 renewal 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 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 ;
hereto, provided that production is had in paying quantities under o
this unit agreement pricr to the expiration date of the term of such
lease, or in the event actual drilling operations are commenced on o
unitized land, in aé¢cordance with the provisions of this agreement, i L
~prior to the end of the primary texm of such lease and are being SRR
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 o
‘quantities in accordance with the provisions of the Mineral Leasing ‘

Act Revision of 1960C. ?
. (£) Each 's;‘ubl”ease‘:!ér contract relating to the Qperatio‘h and ":
development of unitized substances from lands of the United States
comritted to this agréément, which by its terms would expire prior to
the time at which the underlying lease, as extended by the immediately
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preceding paragraph, will expire, is hereby extended beyond any such _

term 80 provided therein so that it shall be continued in full force
and effect for and during the term of the underlying lease as such

term is herein extended.

(g) The segregation of any Federal lease committed to this
agreement is. governed 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
5 plan shall be segregated into separate leases as to the lands committed
4 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."

el X N S 3 e e e e

. (h) In the event the Initial Test Well is commenced prior to the
BT expiration date of the shortest term State lease within the Unit Area,
S any lease embracing lands of the State of New Mexico which is made

subject to this agreement, shall continue in force beyond the term
provided therein as to the lands committed hereto until the termination

hereof.

(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 committed and the portion not committed, and the terms
of such lease shall apply separately to such segregated portions
commencing as of the effective date hereof; provided, however, not-
withstanding any of the provisions of this agreement to the contrary
any lease embracing lands of the State of New Mexico 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 lease, if o0il 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 expiration of the secondary term, the lessee or the Unit ; :
Operator is then engaged in bona fide drilling or reworking operations f o
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 o0il or gas; said lease shall continue in full
force and effect as to all of the lands embraced therein, so long
thereafter as oil or gas in paying quantities is being produced from
any portion of said lands.

- (j) Any lease embracing lands of the State of New Mexico which
is made subject to this agreement, shall continue in force beyond"the
term provided therein as to the lands committed hereto until the
termination hereof, subject to the provisions of subsection (e) of !
Section 2 and subsection (i) of this Section 18. ' :

B

(k) Any lease, other than a Federal lease, having only a portion P
of its lands committed hereto shall be segregated as’ to the portion .
committed 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. In the event any such lease provides
for a lump sum rental payment, such payment shall be prorated between
" the portions so segregated in proportion to the acreage of respective

tracts.
» 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 terminates, and any grant, *transfer, or conveyance, or
‘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.
' Ngfasgignmen;:prktransféi‘Qf'any working interest, royalty, or other
interest subjeéét hereto shall be binding upon Unit Operator until the
‘first day of the calendar month after Unit Operator is furnished the
original, photostatic, or certified copy of the instrument of transfer.

X
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- 20. EFFECTIVE DATE AND TERM. This agreement shall become , .
: effective upon approval by the Secretary and the Land Commissioner .or |
. his duly authorized representative, and shall terminate five (5) years

from said effective date unless:

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

. (b) it is reasonably determined prior to the expiration of the
fixed term or any extension thereof that the unitized land is incapable
of production of unitized’substances in paying quantities in the
formations tested hereunder and after notice of intention to terminate.
the agreement on such ground is given by the Unit Operator to all
parties in interest at their last Known addresses, the agreement is
terminated with the approval of the Supervisor and the Land Commissioner,

or

(¢) a valuable discovery of unitized substances has been made or
“accepted on unitized land during said initial term or any extension
N thereof, in which event the agreement shall remain in effect for such
term and so long as unitized substances can be produced as to federal :
lands, and are being produced as to State Lands in quantities sufficient ;
to pay for the cost of producing same from wells on unitized land
i within any participating area established hereunder and, should production
-t céase, so long thereafter as diligent operations are in progress for
e the restoration of production or discovery of new production and so
Qﬁ long thereafter as unitized substances so discovered are produced as

aforesaid, or

e {(d) it is terminated as heretofore provided in this agrecment. , » o
e This agreement may be terminated at any time by not less than 75 per . ‘
' centum, on an acreage basis, of the working interest owners signatory
hereto, with the approval of the Supervisor and the Land Commissioner;

{? notice of any suéh approval to be given by the Unit Operator to zll o
SE parties hereto. : . . , -
 21. RATE OF PROSPECTING, DEVELOPMENT, AND PRODUCTION. The

A e Director is hereby vested with authority to alter or modify from time ;

¢ ] to time in his discretion the quantity and rate of production under |

o this agreement when such quantity and rate is not fixed pursuant to
Federal or State law or does not conform to any statewide voluntary
- ' conservation or allocation program, which is established, recognized,
% and generally adhered to by the majority of operators in such State,
S “such authority being hereby limited to alteration or modification in
the public interest, the purpose hereof and/the public interest to be
served thereby to be stated in the orderIOfaalteration or modification.
Without regard to the foregoing, .the Director is also hereby vested
= with authority to alter or modify from time to time in his discretion
%- ] the rate of prospecting and development and the quantity and rate of
; : prcduction under this agreement when such alteration or modification
is in the interest of attaining the conservation objectives stated in
this agreement and is 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 co
the rate of prospecting and developing in the absence of the specific R T
% ; written approval thereof by the Commissioner ‘and as to ‘any lands of Lo BRI
' ~ the State of New Mexico or privately owned lands subject to this L R 3
agreement as to the quantity and rate of production in the absence of '
specific written approval thereof by the Division.

1 Powers in this section vested in the Director shall only be N § , g
£ ‘exercised after notice to Unit Operator and opportunity for hearing to ; L
be held not less than 15 days from notice. . ﬁ ;

22. APPEARANCES. Unit Operator shall, after notice to Gther
parties affécted, have the right to appear for and on behalf of any
and all interests affected hereby before the De ment of the Interior ‘ ¢
© and the Commissioner of Public Lands and the Division and to appeal
i from orders issued under the regulations of said Departmeiitor Land
Commissioner or to apply for relief from any of said regulations or in

miss 2T Or Pp. : ; | e
any proceedings relative to operations before the Department of the
Interior or the Land Commissioner, or the Division, or any other
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legally constituted authoritg; provided however, that any other
interested party shall :also have the right at his own expense to be

heard in any such proceeding.

23. NOTICES. All notices, demands, or statements required
hereunder to be given or rendered to the parties hereto shall be
deemed fully given if given in writing and personally deliveréd to the
party or sent by Eostpaid registered or certified mail, addressed to
such parties at their respective addresses set forth in connection
with the signatures hereto or to the ratification or consent hereof or
to such other address as any such party may have furnished in writing
to party sending the notice, demand or statement.

24, NO _WAIVER CF CERTAIN RIGHTS. Nothing in this agreement
contained shall be construed as a waiver by any party hereto of the
right to assert any legal or constitutional right or defense as to the
validity or. invalidity of ahy law of the State wherein said unitized
lands are located, or of the United States, or regulations issued
thereunder in any way affecting such party, or as a waiver by any such
party of any right beyond his or its authority to widive.

25. UNAVOIDABLE DELAY. All obligations under this agreement
requiring the Unit Operator to commence or continue drilling or to
operate on or produce unitized substances from any of the lands
covered by -this agreement shall be suspended while the Unit Operator
despite the exercise of due care and diligence is prevented from
complying with such obligations, in whole or in part, by strikes, acts
of God, Federal, State, or municipal law or agencies, unavoidable
accidents, uncontrollable delays in transportation, inability to
obtain necessary materials.in open market, oxr other matters gejOnd the
reasonable control of the Unit Operator whether similar to matters
herein enumerated or not. No unit obligation which is suspended under
this section shall become due less than thirty (30) days after it has
been deétermined that the suspension is no longer applicable. Determina-
tion of creditable "Unavoidable Delay' time shall be made by the Unit

Opérator subject to approval of the Supervisor and the Land Commissioner.

26. -NONDISCRIMINATION. In connection with the performarice of
work under this agreement, the operator agrees to comply with all the
provisions of Section .202(1) to (7) of Executive Order 11246 (30 F.R.
12319), as amended, which are hereby incorporated by reference in this

agreement.

27, LOSS OF TITLE. In the event title to any tract of unitized

‘1and shall fail and the true owner cannot be induced 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, as to Federal and

‘State land or leases, no payments of funds due the United States or

the State of New 'Mexico should be withheld, but such funds- shall be .
deposited as directed by the Supervisor and such funds of the State of
New Mexico shall be deposited as directed by the Land Commissioner, to
besheld as unearned money periding final settlement of the title
dispute, and then applied as earned or returned in accordance with
such final settlement. ,

' Unit Operator as such is relieved from any responsibility for any

. defect or failure of any title hereunder.

 28. WNON-JOINDER AND SUBSEQUENT JOINDER. If the owner of any

substantial interest in a tract within the unit area fails or refuses
to subscribe or consent .to this agreement, the owner of the working.
interest in that tract may withdraw said tract from this agreement by
written notice délivered to the Supeérvisor, the Land Commissioner, and
the Division and the Unit Operator prior to the approval of this
agreement by the Supervisor, the Land Commissioner, and the Division.

| or gas interest in lands within the unit area not committed

Any oil - in lands | he unit area not committe
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
’ : ; - , ;
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‘corresponding working interest is committed hereto. Joinder to the

- executed by all other parties owning or claiming an interest in the |
)’

|

exeroLse B , ; Lo & o E
vested in such party bygan{flease,‘sublease, or operating agreement as

a :

i

¥

. hereunder.

interest, by the owner of such interest also subscribing to the unit
operating agreement. After operations are commenced hereunder, the
right of subsequent joinder, as provided in this section, by a working,
interest owner is subject to such requirements of approvals, 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
interest 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 interest. A
non-working interest may not be committed to this unit unless 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 committed to this unit agreement.
Except as mdy 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 Land Commissioner, and
the State Division of duly executed counterparts of all or any papers
necessary to establish effective commitment of any tract to this
agreement unless objection to' guch joinder is duly made within sixty
(60) days by the Supervisor, the Land Commissioner, or the State
Division, provided, however, that as to State lands all subsequent
joinders must be approved by the Land Commissioner. '

29. 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 counterpart, 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

lands within the above-described unit area. ;

30." SURRENDER. Nothing in this agreemeiit shall prohibit the
exercise by any working-interest owner of the right to surrender

to all or any part of the lands covered thereby, provided that each
party who will or might acquire such working interest by such surrender
or by forfeiture as hereafter set forth, is bound by the terms of this
agreement. ;

~1f, as a result of any such surrender, the working interest
rights as to such lands become vested in any party other than the fee
owvner of the unitized substances, said party may forfeit such rights ’ v
and further benefits from operation hereunder as to said land to the ; o

Vparty next in the chain of title who shall be and become the owner of - 1 {’-:  E

such working interest.

If, as the result of any such surrender or forfeiture, working
interest rights become vested in the fee owrier of the unitized substances,
such owner may:

(1) Accept those workinginterests rights subject to this agreement
and the unit operating agreement; or - : ; P

- (2) Lease the. portion of such land as is included in a participating :

area established hereunder subject to this agreement and the unit R L R

operating agreement. B _ , : - ) e B R
(3) Provide for the independent operation of any part of such

land that are not then included within a2 participating area established

_If the fee owner of the unitized substances does not accept ‘the
working-interest rights subject to this ‘agreement and the’ unit operating -

[

agreement or lease, such lands as above-provided within six (6) months -~ : =

after the surrendered or forfeited working-interest rights become %
vested in the fee owner, the benefits and obligations of operations 5
accruing to such lands under this agreement and the unit operating .
agreement shall be shared by the remaining owners of unitized working - f




; interests in accordance with their respective working interest ownerships,
; and such owners or working interests shall compensate the fee owner of

unitized substances in such lands by paying sums egual to the rentalc,
minimum royalties, and royalties applicable to such lands under the

lease in effect when the lands were unitized.

i

T

An appropriate accounting and settlement shall be made, for all
benefits accruing to or payments and expenditures made or incurred on
behalf of such surrendered or forfeited working interest subsequent to /
the date of surrender or forfeiture, and payment of any moneys found -
to be owing by such an accounting shall be made as between the parties
within thirty (30) days. In the event no unit operating agreement is
in existence and a mutually acceptable agreement between the proper :
parties thereto cannot be consummated, the Supervisor may prescribe ‘ : \
such reasonable and equitable agreement as he deems warranted under f
the circumstances. : ‘

i

The exercise of any right vested in a working-interest owner to :
reassign such working interest to the party-from whom obtained shall i
be subject to the same conditions as set forth in this section in !
regard to the exercise of a right to surrender.

31. TAXES. The working-intérest owners shall render and pay for
their account and the account of the royalty owners all valid taxes on
or measured by the unitized: substances in and under or-that may be -
"produced, gathered, .and sold from the land subject to this contract
after the effective ‘date of this agreement, or upon the proceeds
derived therefrom. The working-interest owners on each tract shall
and may charge the proper proportion of said taxes to the royalty
owners having interests in said tract, and may currently retain and
‘deduct sufficient of the unitized substances or derivative products,
or net proceeds thereof from the allocated share of each royalty owner ,
to secure reimbursement for the taxes so paid. No such taxes shall be

charged to the United States or the State of New Mexico or to any ‘ S
lessor who has a contract with his lessor who has a contract with his

lessee which regquires the lessee to pay such taxes.

~

'32. RO PARTNERSHIP. It is expressly agreed that the relation of > :
the parties hereto is that of independent contractors and nothing in :
this agreement coritained, expressed, or implied, not &dny dperations
conducted hereunder, shall create or be deemed to have created a
partnership or association between the parties hereto or any of them.

.,.
RN

33. CONFLICT OF SUPERVISION. Neither the Unit Operator nor the
working-interest owners, nor any of them, shall be subject to any
forfeiture, termination, or expiration of any right hereunder or under
any leases or contracts subject hereto, or to any penalty or liability
on account of delay or failure in whole or in part to comply with any
applicable provisions thereof to the extent that the said Unit Operator
or the working-interest owners, or any of them, are hindered, delayead,
or prevented from complying therewith by reason of failure of the Unit
Operator to obtain, in the exercise of due diligence, the concurrence
of proper representatives of the United States and proper representatives
of the State 6f Hew Mexico in and about any matteérs or things concerning
which it is required herein that such concurrence be obtained. The
parties hereto, including the, State Division, agree that all powers
and authority vested in the State Division in and by any provisions of
this agreement are vested in.the State Division and shdall be exercised
by it pursuant to the provisions of the laws of the State of New"
Mexico and subject in any case to appeal or judicial review as may now
or hereafter be provided by the laws of the State of New Mexico.

34. SURFACE AND ENVIRONMENTAL PROTECTION STIPULATIONS. WNothing P

in this agreement shall modify or change either the special Federal e

Lease stipulations relating to surface managment or such special

Federal Lease stipulations relating to surface and enviromnmental .
‘otection, attached to and made a part of, 0il and Gas Leases covering |

pro! ~attache
lands within the Unit Area.

i
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| 5 - IN WITNESS WHEREOF, the parties hereto have caused this agreement :
' H to be executed and have set opposite their respective names the date
of execution. '
"Unit Operator"
~ JMONSANTO COMPANY
Attest:
‘ Bli‘y . B ' S o |
Secretary ‘ Attorney-in-Fact
Date
"Working Interest Owners" ‘ o ;
Date T
J.C. WILLIAMSON
Date’ . ; :
LOIS G. WILLIAMSON, \ L
Wife of J.C. Williamson !
Attest: - CONOCO INC.
o By .
- Secretary = . Attorney-in-Fact
- Date
oy
0




STATE OF TEXAS )
COUNTY OF _MIDLAND § °°
The foregoing instrument was acknowvledged before me this
day of ~ . 1980, by J.C. WILLIAMSON and LOIS G.
A WILLIAMSON, his wife
My commission éXpires: Notary Fublic
i
STATE OF _ TEXAS )
COUNTY OF MIDLAND 3 o |
The foregoing instrument was acknowledged before me this .
day of , 19£0, by | | , o
| of  MONSANTO COMPANY ' , R
a corporation, fér and on behalf of said corporation. R
- , : Notary Pubiic
Mv commission expires:
STATE OF ) | | R
COUNTY OF ) ’
The foregoing instrument was acknowledged before me this B |
day of , 1980, by ‘, | - B
of CONOCO INC., a " eotporation, B 1
for and on behalf of said corporation. N AT
. , . Notary Public . 1
My commission expires: ‘ ,
:
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EXHIBIT "B" TO UNI'Il AGREEMENT
BACK BASIN UNIT
LEA COUNTY, NEW MEXICO

‘ract Déscription of Land Serial Ho. Lessee of Basic Roy. Overriding Royalty
ho. __and HNo. Acres & Lease Date Record & Percent. Owmer & Percentage W 1. Ownership & Per
“FEDERAL LEASES: ALL IN TOWNSHIP 23 SOUTH, RANGE 34 EAST, N.M.P.M.
1. Sec. 17: Sk 1LC 065194 Conoco Inc. USA Helen M. Kolliker (widow of - Conoco Inc. - 1007
(320) 5/1/51 12.5% R.S: Magruder) 1% o
. . Ft. Worth Nat'l. Bank,
Trustee of Estate of
R.S. Magruder, Trust 1059 1% .
Alfred S. Blauw 00125 %
Charles F. Montgonery ..00125 %
Edwin'S. Raymond .00125 %
J.G. Thornhill .00125 %
Tom I. Ingram .0021875%
Eugene E. Nearburg .0010937%
Amna A. Reischman .0010938%
© Sec, 17: Ny N 18304 *J.C. USA Lunar Oil & Gas 5% J.C. Willlamson - 100
(320) : Williamson 12.5% Great Basins Petrol. Co 5% .
, H & F Investments 1%
) , Mark B. McFeeley, Trustee 5%
See, 20: All N4 18306 *J.C. USA Luar Oil & Gas 5%, 1.C. Williamsen -~ 100
- (640) ‘ Williamson - 12.5% Great Basins Petrol. Co. 5% R
v _ ‘H & F Investments ‘ 1%
» Mark B. McFeeley, Trustee .5%
. Sec. 29: Ey, S N1 18307 *J.C, USA Lunar 011 & Gas 5, J.C. Williamson - 10
- W0 | o Williamson — 12.5% Croat Basins Petrol. Co. 51 .G+ Williamon - 100
Tdr‘x‘vaFEDERAL,Ac‘REAGE (4 Tracts): 1,760 acres  Ratliff Explorvation Co.  24% PPI | R
STATE LEASE: | R
Sec. 29: m{., . 168378 J.C. . State W.M." None | . illiamssn - 100
(160) 6/1/80 Williamson  12.5% ’ Hiamson = X

1gnnent Pendlng Approval (Great Basins Pbtroleum Co. -wllllamson)

R i 160 acres - 8.33% of Unit
ACREAGE 1,760 acres - 91.67% of Unit
I.970 ‘acres
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EXHIBIT "B'" TO UNIT AGREEMENT
‘BACK BASIN UNIT , o
LEA COUNTY, NEW MEXICO ~ ]
hd  Serial Ho. Lessee of Basic hoy OVerldln} Royalty : - >
& Lease Date Record & Percent. Owner & Percentage W, 1. Ownership & Percentape
[TOWNSHIP 23 SOUTH, RANGE 34 EAST, N.M.P.M.
1’ 065194 Conoco Inc. USA Helen M. Kolliker (widow of Conoco Inc. - 1007
5/1/51 ‘ 12.5% R.S. Magruder) 1%
. : Ft. Worth Nat'l. Bank,
- Trustee of Estate of
i R.S. Magruder, Trust 1059 1%
P Alfred S. Blaw .00125 %
r' Charles F. Montgonery .00125 To
Edwin S. Raymond 00125 %
) J.G. Thornhill 00125 %
o Tom I. Ingram _ .0021875%
e T : : ’ Eugene E. Nearburg .0010937%
s : , Anna A. Reischman ° .0010938%
. NM18304 %.C, USA . Limar 0il & Gas 5% J.C. Williamson ~ 100%
: : : Williamson 12.5% Great Basins Petrol. Co. 5%
H & F Investments 1% '
L } Mark B. Md%mhgn Trustee . 5% _ ‘
8 m'18306 o *J.C. Usa ~ Lunar 0il & Gas LY J.C. Williamson - 100% T
S - Williamson  12.5% Great Basins Petrol. Co. 5%
H & F Investments . 1%
7 - , v _ Mark B. McFeeley, Trustee 5%
NM18307 WG USA Lunar Oil & Gas 5,  J.C. Williamson - 100%
o Willlanson - 12.5% gzéﬁgf%asin? Petrol. Co. i// 5% ’
PRI t io . 247 PPY
(4 Tracts): 1,760 acres = P Exploration Co :
: m3373 j.c. State N.M. - None J.C. Williamson - 100%
"6/1/801, - Wlllldmson -~ 12.5%
oval (Great Ba51na Pbtroleum Co -WLlllamson)

‘60 ‘acres = 8 33"/° of Unlt ,
60 acres - 91 67% of Unit P o o

&
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ROUGH ' STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
OIL CONSERVATION DIVISION

| dr/
IN THE MATTER OF THE HEARING
CALLED BY' THE OIL CONSERVATION N
DIVISION FOR THE FPURPOSE OF : 1
CONSIDERING: f
- | CASE NO. ___ 6998 ;

Oorder No. /?‘-(,,y&“)

APPLICATION OF __ MONSANTO COMPANY

3
b4 i
g | FOR APPROVAL OF THE BACK BASIN
3 UNIT AGREEMENT, _ LEA COUNTY, NEW MEXICO.
§ ORDER OF THE DIVISION
'%5 Ty - ?
- BY THE DIVISION: |
This cause came on for hearing at 9 a.m. on /?6351 RO | 1
, i . ) ' v :
: ' ‘ {l19_g0 , at santa Fe, New Mexico, before Examiner /74-5 ‘ !
NOW, on this ‘ day of ' ;s 19 , the ’
( ; pivision Director, having g:onsidered the testimony, the record, K
SR o , v ' ' : !
4 and the recommendations of the Examiner, and being fully advised
in’ the premises, M . RN
‘ |1 FINDS: - > S
* - (1) That due public notice having been given as required by
law, the Division has jurisdiction of this cause and the subject
matter thereof. |
(2) ’Thé.t the applicant, Monsanto Company o 7
seeks approval of the Back Basin Unit Agreement
. o : and
covering 1,920 acres, more or less, of State; Federal
sndoBeex lands described as follows: | |
» N LEA  COUNTY, NEW MEXICO
o  TOWNSHIP 23 SOUTH, RANGE 34 EAST, NMPM
< S 170 R
;L SHhvi. A0 s FY
e Sehh 29 ¢ R
= (3) Tha,i all plans of development and operation and creations,
éxpansions, “oxr contractions of participating areas or expansions
or contractions of the unit area, should be submitted to the ' i
pirector of the pPivision for approval.
’
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‘gas therefrom.

reflecting the subscription of those interests having joined or

participating areas and expansions and contractiOns thereof, and

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

IT IS THEREFORE ORDERED:

(1) That the Back Basin Unit Agreemeht

is hereby approved.

(2) That the plan contained in said unit agreement for the
development and opefation of the unit area is hereby approved in
principle as a proper conservation measure; provided, however,
that notwithstanding any of the provisions contained in said unit
agreement, this approval saall not be considered as waiving or
relinguishing, in any manner, any right, duty, or obligation
which is now, or may hereafterhbe, veste&iin thé Division to
supervise and control operations for the exploration and develop~

ment of ahy lands committed to the unit and production of oil or

(3)A That the unit operator shall file with the Divisibn an
executed original or executed counterpart of the unit agreement
within 30 days after the effective date thereof; that in théyevent
of subseqﬁent joinder by anf party or expansion or contraction of
the unit area, the unit;operator shall file with the Division

within 30 days thereafter éounterparts of the unit agreement

ratified.
(4) That all plans>of development and operation, all unit

all expansions or cohtractions,of the unit area, shall be

submitted to the Director of the 0il Conservation Divigion for

approval.,

(5) That this order shall become effective upon the approvaﬂ

of said unit agreemeht by the Commissioner of Public Lands for

14
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State of New Mexico and the Director of the United States Geologi~

cal Survey; that this orxder ahall terminate ipso facto upon the

texrmination of said unit agreement; and that the last unit opera-
tor shall, notify the pivision immediately in writing of such
termination.

(6) That jurisdiction of this cause is retained for the
entxry of such further orders as the pivision may deem necessary.

DONE at Santa Fe, New Mexico, on the day and year herein-

above designated.




