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UNIT AGREEMENT 

FOR THS OPERATION OF THS 
GRAMA SISGE MORROW UNIT AREA 

LEA COUNTY, NEW MEXICO ' ILLEGIBLE 
THIS AGREEMENT entered into as of the 25th. day of A p r i l , 

1973 by and between the parties subscribing, r a t i f y i n g or consenting 

hereto, and herein referred to as the "parties hereto". 

WITNESSETH: 

WHEREAS, the parties hereto are the owners of working,, royalty 

or other o i l or gas interests i n the unit area subject to t h i s agree­

ment; and 

WHEREAS, the Commissioner af Public Lands of the State of 

Hew Mexico (hereinafter referred to as "Commissioner") i s authorized 

by law to consent to and approve the operation of state lands under 

agreements made by lessees of state lands jointly or se v e r a l l y with 

other lessees where such agreements provide for the unit operation 

of part of or a l l of any o i l or gas pool, f i e l d or area (Section 

7-11-39, 7-11-40 N.M.S.A. 1953 Comp.); and 

WHEREAS, the Commissioner of Public Lands of the State of 

*lev 15e:cicc 13 author:.;: ad by law to amend '?ith ma approval o f _assee, 

o i l and gas laase embracing s-ata lands sc thac che length of the 

term of said lease may coincide with the term of such agreement for 

the unit operation of part or a l l of any o i l or gas pool, f i e l d or 

area (Section 7-11-41 N.M.S.A. 1953 Comp.); and 

WHEREAS, the O i l Conservation Commission c f ths Stata of "Sew 

Mexico (he r e i n a f t e r r e f e r r e d ta as "Commission") i s authorized by 

law accrove t h i s acreemer.- and -he :casar/a-ion p r o v i s i o n s thereof 

A r - . j , Chao 'art 1 5 .A. 1332 Come . ana 

jrana Ridge Mcrrow "niz Area coverinc described 



— r r 

to give reasonably effective control of operations therein; and 

WHEREAS, i t i s the purpose of the parties hereto to conserve 

natural resources, prevent waste, store gas and secure other benefits 

obtainable through development and operation of the area subject to 

this agreement under the terms and conditions and limitations herein 

set forth. 

NOW, THEREFORE, in consideration of the premises and the pro­

mises herein contained, the parties hereto commit to th i s agreement 

their respective interests in the below defined unit area, and agree 

severally among themselves as follows: 

1. UNIT AREA: The following described land i s hereby desig­

nated and recognized as constituting the unit area: 

Township 21 South, Range 34 East, N.M.P.M. 

Section 34 - A l l 

Township 22 South, Range 34 East, N.M.P.M.. 

Section 3 - A l l 

c o n t a i n i n g 1287.16 acres, more or less. 

E x h i b i t "A" attached hereto i s a map showing the u n i t area 

and the boundaries and i d e n t i t y of t r a c t s and leases ir. said area to 

the extant .aown t c tne u n i t oceratsr. E x h i b i t "3" attached hereto 

i s a schedule showing tc the extent known to the u n i t operator the 

acreage, percentage and kin d of ownership o f o i l and gas i n t e r e s t s 

i n a l l lands i n the u n i t area. However, nothing herein or i n s a i d 

schedule or map s h a l l be construed as a representation by any p a r t y 

hereto as t o the ownershic of anv i n t e r e s t ether than such interest, 

or i n t e r e s t s as are shown or. s a i d map cr schedule as owned by such 

party. Exhibits "A" and ''3" s h a l l be revised by the u n i t operator 

whenever changes i n ownership i n the u n i t area render such rev i s i o n s 

teoessary or vhan requested oy t.ie Commissioner. 

A i l land ccrrsmittad to t h i s acres—.ent s h a l l c o n s t i t u t e land ra— 

i a r r a d to .-.erein. as 'unitioad l a n d 1 or 'land subject to t h i s agreement'' 

ILLEGIBLE 
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2- UNITIZED SUBSTANCES': ( < & l l ) o i l , gas, n a t u r a l gasoline 

and associated f l u i d hydrocarbons i n the u n i t i z e d formation as 

h e r e i n a f t e r defined are u n i t i z e d under the tanas of t h i s agreement 

and herein are c a l l e d u n i t i z e d substances. 

3- USrsXZm JfOgaftgXON; That subsurface p o r t i o n o f the u n i t 

i r u coainonly known as the Morrow sands which i s t h e same zone, as 

the top and bottom o f which were encountered a t log; depths o f 12,722 

fewfc and 13,208 f e e t i h the S h e l l O i l Company State GRA Well Ho. 1 

as shown on the Schlumberger Sonic Log - Gamma Ray Log o f said w e l l 

dated July 5, 1965, which said w e l l i s located 1980 f e e t from t h e . 

North l i n e and 660 f e e t from the west l i n e o f Section 3, Township 

22 South, Range 34 East, i s u n i t i z e d under t h i s agreement and i s 

h e r e i n a f t e r r e f e r r e d t o as the " u n i t i z e d formation". 

4. UNIT OPERATOR; Llano, I n c . w i t h o f f i c e s a t Hobbs, New 

Mexico (P.O. Drawer 1320) i s hereby designated as u n i t operator and 

by signature hereto commits to t h i s agreement a l l i n t e r e s t i n u n i t i z e d 

substances vested i n i t as set f o r t h on E x h i b i t "B" and agrees and 

consents to accept the duties and o b l i g a t i o n s of u n i t operator f o r 

tha operation cf the Grama Hidge Morrow Unit Area. 'Whenever reference 

ia r.ade herein to che u n i t operator, such reference neans tne u n i t 

oparator acting i n t h a t capacity and not as an owner of i n t e r e s t s 

i n u n i t i z e d substances, and the term "working i n t e r e s t owner" when 

used herein s h a l l include or r e f e r t o u n i t operator as the owner of 

a working i n t e r e s t when such i n t e r e s t i s owned by i t . 

5 . RESIGNATION OR REMOVAL OF UNIT OPERATOR: U n i t operator 

s h a l l have the r i g h t t o resign a t any time, b u t such r e s i g n a t i o n s h a l l 

net become a f f e c t i v e u n t i l a successor u n i t operator has been selected 

and acaroved i n the manner orovided f o r i n Section 5 of thus agreement 

frcin ar.v i i a b i l i t v or anv d e f a u l t bv i t hereunder o c c u r r i n g p r i o r t o 

ILLE 
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Unit operator may, upon default or f a i l u r e i n the performance 

of i t s duties or obligations hereunder, be subject to removal by 

the same percentage vote of the owners of working interests deter­

mined in l i k e manner as herein provided for the selection of a new 

unit operator- Such removal s h a l l be effective upon notice thereof 

to the Commissioner. 

The resignation or removal of the unit operator under t h i s 

agreement s h a l l not terminate his right, t i t l e or in t e r e s t as the 

owner of a working interest or other i n t e r e s t in unitized substances, 

but upon the resignation or removal of unit operator becoming effective, 

such unit operator s h a l l deliver possession of a l l equipment, materials 

and appurtenances used in conducting the unit operations and owned 

by the working interest owners to the new duly qualified successor 

unit operator, or to the owners thereof i f no such new unit operator 

i s elected, to be used for the purpose of conducting unit operations 

hereunder. Nothing herein s h a l l be construed as authorizing removal 

of any material, equipment and appurtenances needed for the preser-

••/ation of any wells. 

6. SUCCESSOR UNIT OPERATOR: Whenever tha u n i t operator 

s h a i l resign as u n i t operator or s h a i l he removed as hereinabove 

provided, the owners of the working i n t e r e s t s according to t h e i r 

respective acreage i n t e r e s t s i n a i l u n i t i z e d land s h a l l by a m a j o r i t y 

vote select a successor u n i t operator; provided t h a t , i f a m a j o r i t y 

but less than seventy-five percent (75%) of the working i n t e r e s t s 

q u a l i f i e d to vote i s owned by one party to t h i s agreement, a concurring 

vcte of s u f f i c i e n t a d d i t i o n a l c a r t i a s , so as tc const!rata i n che 

aggregate not lass than seventy-five percent (75%) of the t o t a l 

working i n t e r e s t s , s h a l l be required t o select a new operator. Such 

s e l e c t i o n s h a i l not become a f f e c t i v e u n t i l a) a u n i t operator so 

selected a h a l l accact i n w r i t i r . s the dutias and r a s p o n s i b i i i t i e s c f 

ILLEGIBLE 
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unit operator, and (a) the selection s h a l l have been approved by 

the Commissioner. I f no successor unit operator i s selected and 

qualified as herein provided, the Commissioner at his election may 

declare this unit agreement terminated.' 

7. ACCOUNTING PROVISIONS: The unit operator s h a l l pay a l l 

costs and expenses incurred in conducting unit operations hereunder. 

In the event the ownership of the unitized formation should hereafter 

be divided or owned in whole or in part by parties other than unit 

operator, from and after such time unit operator s h a l l pay i n the 

f i r s t instance a l l costs and expenses incurred in conducting unit. 

operations hereunder, and such costs and expenses and the working 

interest benefits accruing hereunder s h a l l be apportioned among the 

owners of the unitized working interests in accordance with an 

operating agreement entered into by and between the unit operator 

and the owners of such i n t e r e s t s , whether,one or more, separately 

or c o l l e c t i v e l y . Any agreement or agreements entered into between 

the working i n t e r e s t owners and the unit operator as provided i n 

this section, whether one or more, are herein referred to as the 

"Operating Agreement". Mo such agreement s h a l l be deemed aither to 

sect.fy any cf the terms and conditions cf this unit agrasmenc or to 

raiiave the unit operator cf any right of obligation established 

under this unit agreement and i n case of any inconsistencies or 

c o n f l i c t between this unit agreement and the operating agreement, 

this unit agreement s h a l l prevail. 

8. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR: Except as 

otherwise s p e c i f i c a l l y provided herein, the exclusive r i g h t , p r i v i ­

lege and duty of exercising any and a l l r i g h t s of the p a r t i e s hereto 

which are necessary or convenient f o r producing^ s t o r i n g , a l l o c a t i n g 

snc d i s t r i b u t i v e the u n i t i c a d substances ara herabv celsgatac to 

and s h a l l be exercised bv the u n i t operator as herein provided-

ILLEGIBLE 
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Acceptable evidence of t i t l e to said rights s h a l l be deposited with 

said unit operator and, together with this agreement, s h a l l consti­

tute and define the rights, privileges and obligations of unit operator. 

Nothing herein, however, s h a l l be construed to transfer t i t l e to any 

land or to any lease or operating agreement, i t being understood 

that^under t h i s agreement the unit operator, i n i t s capacity as unit 

operator, s h a l l exercise the rights of possession and use vested ih 

the parties hereto only for the purposes herein specified. 

9- PURPOSE OF UNIT AND PLAN OF OPERATION: I t i s recognized 

and agreed by the parties hereto that the unitized formation as to 

a l l of the lands subject to this agreement i s reasonably proven to 

be productive of unitized substances or necessary for unit operations 

and that the object and purpose of this agreement i s to formulate 

and put into effect a secondary recovery and gas storage project 

i n order to effect the greatest economic recovery of unitized sub­

stances , prevent waste and conserve natural resources consistent with 

good engineering practices expected of a prudent operator. The 

parties hereto agree that the unit operator may. subject to the 

approval of a plan of operation by the Commissioner, i n j e c t gas 

produced from lands other than the unit araa into the unitized forma­

tion through the Shell O i l Company Stats GRA Well No. 1 located i n 

"• ~ • • . • 
the SW*sNW5r Section 3, Township 22 South, Range 34 East and the Shell 

Stats GRB Well No. 1 located in the NWsSW% Section 34, Township .21 

South, Range j4 East for secondary recovery and storage purposes. 

•Jnit operator s h a l l furnish the Commissioner, batvaer. tha f i r s t and 

twentieth of each month, reports showing the amount of gas produced 

and injected into the unitized formation for the preceding month. 

A plan of operation s h a i l be f i i a d w i t h the Commissioner 

oor.currar.t_y v i t h the f i l i n g or t h i s u n i t agreement f o r f i n a l approval. 

Said plan of operation and a i l r e v i s i o n s thereof s h a l l be as complete 

ILLEGIBLE 
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Acceptable evidence of t i t l e to said rights s h a l l be deposited with 

said unit operator and, together with this agreement, s h a l l consti­

tute and define the rights, privileges and obligations of unit operator. 

Nothing herein, however, s h a l l be construed to transfer t i t l e to any 

land or to any lease or operating agreement, i t being understood 

that^under t h i s agreement the unit operator, i n i t s capacity as unit 

operator, s h a l l exercise the rights of possession and use vested ih 

the parties hereto only for the purposes herein specified. 

9- PURPOSE OF UNIT AND PLAN OF OPERATION: I t i s recognized 

and agreed by the parties hereto that the unitized formation as to 

a l l of the lands subject to this agreement i s reasonably proven to 

be productive of unitized substances or necessary for unit operations 

and that the object and purpose of this agreement i s to formulate 

and put into effect a secondary recovery and gas storage project 

i n order to effect the greatest economic recovery of unitized sub­

stances , prevent waste and conserve natural resources consistent with 

good engineering practices expected of a prudent operator. The 

parties hereto agree that the unit operator may. subject to the 

approval of a plan of operation by the Commissioner, i n j e c t gas 

orcducac from lands othar than the unit araa into the unitized forma­

tion through the Shell O i l Company Stats GRA Well No. 1 located i n 

"• ~ • • . • 
the SW*sNW5r Section 3, Township 22 South, Range 34 East and the Shell 

State GRB Well No. 1 located in the NWsSW% Section 34, Township .21 

South, Range j4 East for secondary recovery and storage purposes. 

" n i t operator s h a l l furnish the Commissioner, batvaer. tha f i r s t and 

twentieth of each month, reports showing the amount of gas produced 

and injected into the unitized formation for the preceding month. 

A plan of operation s h a i l be f i i a d w i t h the Commissioner 

oor.currar.t_y v i t h the f i l i n g of t h i s u n i t agreement f o r f i n a l approval. 

Said plan of operation and a i l r e v i s i o n s thereof s h a l l be as complete 
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and adequate as the Commissioner may determine to be necessary i n 

connection with operations hereunder. Upon approval of t h i s agree­

ment and the aforementioned plan of operation by the Commissioner, 

said plan and a l l subsequently approved plans s h a l l constitute the 

operating obligations of the unit operator under t h i s agreement for 

the period specified i n the plan. Thereafter, from time to time 

before the expiration of.any existing plan, the unit operator s h a l l 

submit for approval a plan for an additional specified period of 

operation- Seasonable diligence s h a l l be exercised i n complying 

with the obligations of the approved plan of operation. The unit 

operator shall furnish to the Commissioner, within 30 days from the 

expiration of each 6 month period, a report giving f u l l f a c t u r a l i n ­

formation as to the manner i n which the plan in e f f e c t for such 

period has been carried out. 

I f the unit operator should f a i l to comply with any approved 

plan of operation or supplement to or modification thereof, t h i s 

agreement may be terminated by the Commissioner; provided, however, 

the Commissioner s h a l l give notice to the unit operator and the lessees 

cf record in ths manner orascribed hy Section 7-11 — 14 N.M.5.A. 1953 

of intention to oancal because rf any alleged breach of said plan 

of operation and any decision antarad therein s h a i l be subject to 

appeal in the manner prescribed by Section 7-11-17 N.M.S.A. 1953; and 

provided further in any event unit operator s h a l l be given a reason­

able opportunity after a f i n a l determination within which to remedy 

said default, f a i l i n g in which this agreement s h a l l be terminated. 

ij. TRACT PARTICIPATION; E x h i b i t "B" attached hereto shows 

the percentage of p a r t i c i p a t i o n of each of the t r a c t s embraced by 

leasehold i n t e r e s t s which are oommitted to t h i s agreement. These 

t a r t r o r e a t t o n factors nave been obtained bv d i v i d i n g the number of 

acres contained i n each t r a c t by the t o t a l number o f acres contained 

ILLEGIBLE 
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The unitized substances produced from the unit area s h a l l 

be allocated to the respective tracts as hereinafter s e t forth i n 

accordance with said percentages of participation and such, unitized 

substances shall be deemed to have been- produced from the respective 

t r a c t s to which allocated. 

11- ALLOCATION OF PRODUCTION: 

A. PHASE I i I t i s recognized that there i s s t i l l some 

primary gas and l i q u i d hydrocarbons l e f t i n the unitized formation 

underlying the unit area which would otherwise be produced i n the 

normal producing l i f e of the existing wells before they reach th e i r . 

economic l i m i t upon which the state would be entitled to royalty. 

I t i s contemplated that gas produced from lands outside the unit 

area w i l l be injected into the unitized formation for a considerable 

length of time before any appreciable amounts of gas axe withdrawn. 

The primary production which would normally have been produced from 

May 1, 1975 to i t s economic limi t has been determined by B.H-P/2 method 

based upon prior production, and Exhibit "c" attached hereto shows the 

royalty gas to which the state i s entitled. In order that the State 

of Sew Mexico w i l l continue to receive rovaitiss on the same basis 

as i f the existing wells had continued normal production u n t i l they 

reached their economic l i m i t s , the amount of gas shewn for the respec­

tive months on Exhibit "C" s h a l l be allocated to the t r a c t s i n accord­

ance with the percentages set forth on Exhibit "B" and unit operator 

s h a l l pay to the state r o y a l t i e s on the gas allocated to the respective 

t r a c t s on the basis provided in the leases covering said tracts exactly 

the same as i f the gas aad actually been produced therefrom. Such 

payments based upon the gas for each of the months .shewn on Exhibit 

"C" s h a l l be considered as f u l l payment to the state far a l l remaining 

primary ras reserves, Tha oerioc from Ma" 1. 1J~2 through the months 

3 hewn on Exhibit "C" s h a l l cons t i ruts Phase I 

r 
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B. PHASB I I : _ i t i s contemplated that after the unitized 

formation has been reasonably repressured by the injection of gas 

produced from lands outside the unit area, there w i l l be withdrawals 

from time to time. Unit operator s h a l l i n s t a l l and at a l l times 

operate and maintain metering equipment and other f a c i l i t i e s approved 

by the Commissioner so that an accurate cumulative account can be 

kept of the quantity of gas gas as well as the total number of B r i t i s h 

Thermal Units i n the gas injected into the unitized formation through 

ths existing wells. Operator s h a l l also keep an accurate cumulative 

account of the tota l number of B r i t i s h Thermal Units in a l l gas with­

drawn from the unitized formation. 

Operator s h a l l also i n s t a l l , operate and maintain at 

a l l times the necessary separation equipment to separate the gas 

from the l i q u i d hydrocarbons produced in connection with the with­

drawal of gas from the respective wells, as well as a l l other related 

equipment which may be required to transfer a l l liquids so separated. 

Operator s h a l l cause monthly analyses by chromatograph 

or other mutually acceptable method of a i l the gas i n j e c t e d i n t o o r 

withdrawn from the res e r v o i r i n ordar ro ocmcura one net change i n 

B r i t i s h Thermal Unit content. 

Operator s h a l l pay r o y a l t i e s to the state a t the rates 

provided i n the respective leases cn a l l l i q u i d hydrocarbons which 

are separated from the gas withdrawn and a l l o c a t e d to the respective 

t r a c t s i n accordance w i t h the percentages c f p a r t i c i p a t i o n set f o r t h 

or. E x h i b i t "3" regardless of one time said gas i s withdrawn. I n 

a d d i t i o n , should the t o t a l cumulative B r i t i s h Thermal Units i n the 

gas withdrawn exceed the t o t a l B r i t i s h Thermal Units i n the gas 
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injected plus the pre-determined number of 3 r i t i s h Thermal Units in 

the remaining primary gas reserves and for which the state has been 

or w i l l be paid during Phase I , then operator s h a l l pay royalties on 

said increase i n B r i t i s h Thermal Units at the prevailing market price 

i n Lea County, New Mexico as set by the Federal Power Commission for 

gas of l i k e quality. Payment for B r i t i s h Thermal Unit enrichment 

as set forth herein s h a l l be made on a monthly basis as the r e s u l t 

of the chromatograph analyses. 

I n a d d i t i o n t o t h e r e n t a l and r o y a l t y provided i n the leases 

covering the respective t r a c t s beginning w i t h the_j£irst of the month 

f o l l o w i n g the end of Phase I as shown on E x h i b i t "C" u n i t operator 

s h a l l pay an annual storage fee or r e n t a l of $1.0 0 per acre p l u s 

.1/2$ per thousand cubic fee of gas withdrawn from the r e s e r v o i r , 

which s h a l l be a l l o c a t e d t o the respective leasehold i n t e r e s t s on 

the basis of the percentage of p a r t i c i p a t i o n set f o r t h on E x h i b i t "B". 

Said storage fee or a d d i t i o n a l r e n t a l of $1.00 per acre s h a l l be paid 

d u r i n g the month of February of each year and the 1/2$ per thousand 

cubic feet f o r gas withdrawn s h a l l be based on the monthly withdrawls, 

payments t c be made i n tha month f o l l o w i n g the month i n which w i t h ­

drawals ara made. 

A l l gas produced from the lands outside the u n i t area and 

i n j e c t e d i n t o the u n i t i z e d formation, as w e l l as a l l primary gas i f , 

as and when produced, except f o r the payments to be made to the state 

i n accordance w i t h Phase I , may be withdrawn from the u n i t i z e d forma­

t i o n from t i n e t c time r o y a l t y free except as to any enhancement in, 

value through an increase i n B r i t i s h Thermal Units. Notwithstanding 

the above, r o y a l t y s h a l l be paid on a i l l i q u i d hydrocarbons separated 

from gas withdrawn. 

12. LEASES AND CONTRACTS CONFCBMSO AND EXTENDED. The terms, 

conditions and provisions of a i l leases, subleases, operating agree­

ments and other contracts relating to the exploration, d r i l l i n g , 

ILLEGIBLE 
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development, or operation for o i l or gas of the lands committed to 

t h i s agreement s h a l l , as of the effective date hereof, be and the 

same are hereby expressly modified and amended insofar aa they apply 

to lands within the unitized area to the extent necessary to make 

the same conform t o the provisions hereof and so t h a t the respective 

terms of s a i d leases and agreements w i l l be extended i n s o f a r as neces­

sary t o coincide w i t h the term of t h i s agreement and the approval of 

t h i s agreement by the Commissioner and the respective lessees s h a l l 

be e f f e c t i v e t o conform the provisions and extend the term of each 

such lease as t o lands w i t h i n the u n i t i z e d area t o the p r o v i s i o n s 

and term of t h i s agreement; but otherwise t o remain i n f u l l f o r c e and 

e f f e c t . Each lease committed t o t h i s agreement, i n s o f a r as i t applies 

to lands w i t h i n the u n i t i z e d area, s h a l l continue i n f o r c e beyond 

the term provided t h e r e i n so long as t h i s agreement remains i n e f f e c t . 

Termination of t h i s agreement s h a l l not a f f e c t any lease which pur­

suant to the terms thereof o r any applicable laws would continue i n 

f u l l force and e f f e c t t h e r e a f t e r . The continued operation or pro­

duction of a w e l l or wells f o r u n i t i z e d substances on the u n i t area 

or f o r gas storage purposes s h a l l be construed and considered as the 

continued operation or production on each or one leasehold i n t e r e s t s 

committed t c t h i s agreement and operations or production c r gas storage 

pursuant to t h i s agreement s h a l l be deemed to be operations upon and 

production from each leasehold i n t e r e s t committed hereto and there 

s h a l l be no o b l i g a t i o n on the p a r t of the u n i t operator or any of the 

owners of the respective leasehold i n t e r e s t s committed hereto t o d r i l l 

o f f s e t s ro wells a_s between the leasehold i n t e r e s t s committed to t h i s 

agreement. 

Any laase embracing lands of the State of Sew Mexico having 

only a po r t i o n of i t s lands committed herato s h a l l be segregated as 

to una p o r t i o n committed and the p o r t i o n not committed and the terms 

cf such leases s h a l l acolv secaratalv as to sucn secragatad p o r t i o n s 
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commencing as of the effective date hereof. Not^thstanding 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 

i t s lands committed hereto s h a l l continue in f u l l force and e f f e c t 

beyond the term provided therein as to a l l lands embraced i n such 

lease i f o i l and gas, or either of them, are capable of being pro­

duced from or gas i s being stored within some part of the unitized 

formation covered by the leases committed to this agreement at the 

expiration of the secondary term thereof. 

13. CONSERVATION: Operations hereunder and production of 

unitized substances s h a l l be conducted to provide for the most 

economical and e f f i c i e n t recovery and storage of said substances 

without waste, as defined by or pursuant to state laws or regulations. 

14. DRAINAGE: In the event a well or wells producing o i l 

or gas i n paying quantities should be brought i n on land adjacent 

to the unit area draining unitized substances from the lands embraced 

therein, unit operator s h a l l d r i l l such offset well or wells as a 

reasonably prudent operator would d r i l l under the same or sim i l a r 

circumstances. 

te construed to be covenants running w i t h aha land w i t h respect t o 

che i n t e r e s t s of the p a r t i e s hereto and t h e i r successors i n i n t e r e s t 

u n t i l t h i s agreement terminates, and any grant, t r a n s f e r or con­

veyance of i n t e r e s t i n land or leases subject hereto s h a l l be and 

hereby i s conditioned upon the assumption of a l l p r i v i l e g e s and 

ob l i g a t i o n s hereunder by the grantee, transferee or other successor 

i n i n t e r e s t . Sto assignment or t r a n s f e r of any working, r o y a l t y o r 

other i n t e r e s t subject hereto s h a l l be binding upon 'unit operator 

u n t i l the f i r s t day of the calendar month a f t e r tha u n i t operator 

is furnished w i t h the o r i g i n a l , p h o t o s t a t i c or c e r t i f i e d copy of 

the instrument cf t r a n s f e r . 

15. COVENANTS RUN WITH LAND: The covenants herein s h a l l 

-12-



16. EFFECTIVE DATS AND TSSM: This agreement s h a l l become 

ef f e c t i v e as of April 25, 1973 upon approval by the Commissioner and 

s h a l l remain i n effect so long as unitized substances are being pro­

duced from or stored within the unitized formation. This agreement 

may be terminated at any time by not l e s s than seventy-five per cent 

(75%) on an acreage basis of the owners of working in t e r e s t s signa­

tory hereto with the approval of the Commissioner. 

17. BATE-OF PRODUCTION:. A l l production and the disposal 

thereof s h a l l be in conformity with allocations, allotments and 

quotas made or fixed by the Commission and i n conformity with a l l 

applicable laws and lawful regulations. 

18. APPEARANCES: U n i t operator s h a l l , a f t e r n o t i c e t o other 

p a r t i e s a f f e c t e d , have the r i g h t t o appear f o r and on behalf of any 

and a l l i n t e r e s t s affected hereby before the Commissioner o f Public 

Lands and the New Mexico O i l Conservation Commission, and t o appeal 

from orders issued under the regulations of the Commissioner or Com­

mission or t o apply f o r r e l i e f from any of said r e g u l a t i o n s or i n 

any proceedings on i t s own behalf r e l a t i v e to operations pending 

b e f c r s tha Commissioner or Commission; provided, however, t h a t any 

other ir.tareshad parry s h a l l also have the right; ac his own expense 

to appear and no p a r t i c i p a t e i n any such proceeding. 

19. NOTICES: A l l n o t i c e s , demands or statements r e q u i r e d 

hereunder to be given or rendered to the p a r t i e s hereto s h a l l be 

deemed f u l l y given i f given i n w r i t i n g and sent by postpaid c e r t i f i e d 

m a i l , addressed t o such party or p a r t i e s at t h e i r r e spective addresses 

sat f o r t h i n connection with che signatures hereto or to the r a t i f i ­

c a t i o n or consent hereof or t c such other address as any such p a r t y 

may have furnished i n w r i t i n g t c party sending the notice, demand 

or statanant-

20. UNAVOIDABLE DELAY: A l l o b l i g a t i o n s under t h i s agreement 

r e c u r r i n g tne unrt ccerator to croduca u n i t i c a c substances from or 

ILLEGIBLE 
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16. EFFECTIVE DATE AND" TERM: This agreement, s h a l l become 

ef f e c t i v e as of A p r i l 25, 1973 upon approval by the Commissioner and 

s h a l l remain i n effect so long as unitized substances are being pro­

duced from or stored within the unitized formation. This agreement 

may be terminated at any time by not l e s s than seventy-five per cent 

(75%) on an acreage basis of the owners of working in t e r e s t s signa­

tory hereto with the approval of the Commissioner. 

17. RATS OF PRODUCTION:' A l l production and the disposal 

thereof s h a l l be in conformity with allocations, allotments and 

quotas made or fixed by the Commission and i n conformity with a l l 

applicable laws and lawful regulations. 

18. APPEARANCES•• U n i t operator s h a l l , a f t e r n o t i c e t o other 

p a r t i e s a f f e c t e d , have the r i g h t t o appear f o r and on behalf of any 

and a l l i n t e r e s t s a f f e c t e d hereby before the Commissioner of Public 

Lands and the New Mexico O i l Conservation Commission, and t o appeal 

from orders issued under the regulations of the Commissioner or Com­

mission or to apply f o r r e l i e f from any of said r e g u l a t i o n s o r i n 

any proceedings on i t s own behalf r e l a t i v e to operations pending 

befora the Commissioner or Commission; provided, however, t h a t any 

order i n t e r e s t e d party a h a l l also have the r i g h t ar h is own expense 

ro appear and t o p a r t i c i p a t e i n any such proceeding. 

19. NOTICES: A l l n o t i c e s , demands or statements required 

hereunder to be given or rendered to the p a r t i e s hereto s h a l l be 

deemed f u l l y given i f given i n w r i t i n g and sent by postpaid c e r t i f i e d 

m a i l , addressed to such p a r t y or p a r t i a s at t h e i r respective addresses 

set f o r t h i n connection w i t h the signatures hereto or t o the r a t i f i ­

c a t i o n or consent hereof or t o such other address as any such party 

may have furnished i n w r i t i n g tc party sending the n o t i c e , demand 

20. UNAVOIJ A3 LE DELAY: A i l obl i g a t i o n s under t h i s agreement 

raqutrir.g the u n i t oparator to orcduca u n i t i z e d substances frcm or 

-13-
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store gas within the unitized formation covered by t h i s agreement 

s h a l l be suspended while, but only so long as, the unit operator, 

despite tha exercise of due care and diligence, i s prevented from 

complying with such obligations, i n whole or in part, by s t r i k e s , 

war, acts of God, federal, state or municipal law or agencies, un­

avoidable accidents, uncontrollable delays in transportation, i n a b i l i t y 

to obtain necessary materials i n open market, or other matters beyond 

ths reasonable control of the unit operator, whether s i m i l a r to matters 

herein enumerated or not. 

21. LOSS OF TITLE: In the event t i t l e to any t r a c t of unitized 

land or substantial interest therein s h a l l f a i l and the true owner 

cannot be induced to join the unit agreement so that such t r a c t i s not 

committed to t h i s agreement or the operation thereof hereunder becomes 

impracticable as a res u l t thereof, such tract may ba eliminated, from 

the unitized area, and the interest of the parties readjusted as a 

result of such t r a c t being eliminated from the unitized area. In the 

event of a dispute as to the t i t l e to any royalty, working or other 

interest subject hereto, the unit operator may withhold payment or 

delivery of the allocated portion of the unitized substances involved 

cn acccunt thereof without, l i a b i l i t y for interest u n t i l the dispute 

io f i n a l l y settled, provided that no payment of funds due the State of 

Hew Mexico s h a l l be withheld. Unit operator as such i s r e l i e v e d from 

any responsibility for any defect or f a i l u r e of any t i t l e hereunder. 

22. RS-NEGOTIATION OF STORAGE OR RENTAL FEE: The gas storage 

fee paid on gas withdrawn under Section 11B s h a l l be v a l i d for a period 

of three '.2; yaars from me affective data of this agreement. During 

the f i n a l year of the f i r s t three (3) year period that t h i s agreement 

is in fores the fee set out in Section 11B shail be rs-negotiated 

between the parties hereto each such re—negotiated rata tc be in effect 

tor the succeeding five (5) year period. I f the parties hereto are 

unable to agree to ra-r.sgctiatad new faes sixty (.50) days prior to the 

-14-



expiration of the f i r s t three (3) year period and at l e a s t sixty 

(60) days prior to the f i r s t day of any such succeeding five (5) 

year period, payment of the fees on the basis of prior rates s h a l l 

continue and t h i s agreement sh a l l terminate upon expiration of not 

more than two (2) years from said f i r s t day (during which time the 

parties hereto may remove the metered and injected gas not previously 

withdrawn and equipment and f a c i l i t i e s i n s t a l l e d under this agreement) 

unless during such two (2) year period the parties hereto agree upon 

a re-negotiated rate to be effective retroactively to said f i r s t day. 

Any gas or f a c i l i t i e s not then removed by the termination date s h a l l 

become the.property of the State of New Mexico i f i t so el e c t s . 

23. HOLD HARMLESS CLAUSE: Notwithstanding any of t h e pro­

v i s i o n s contained h e r e i n , u n i t operator s h a l l save, h o l d and p r o t e c t 

the Commissioner of Public Lands and the State of New Mexico harmless 

from a l l claims and l i a b i l i t i e s of whatsoever k i n d , nature o r descrip­

t i o n a r i s i n g from or growing out of operations c a r r i e d on by u n i t 

operator pursuant to t h i s agreement. 

24. COUNTERPARTS: This agreement may be executed i n any 

number of counterparts, no one of which needs t o be executed by a l l 

p a r r i e s , cr may be r a t i f i e d or consented to by separate instrument 

rr. w r i t i n g s p e c i f i c a l l y r a f a r r i n g hereto, and s h a l l be binding upcn 

a l l chose p a r t i e s who have executed such a counterpart, r a t i f i c a t i o n 

or consent hereto w i t h the same force and e f f e c t as i f a l l such p a r t i e s 

had signed the same document and regardless of whether or not i t i s 

executed by a l l other p a r t i e s owning or claiming an i n t e r e s t i n the 

lands w i t h i n the above described u n i t area. 

IN WITNESS WHEREOF, the undersigned p a r t i e s have caused t h i s 

agreement to be executed as of the respective 'dates set f o r t h opposite 

signatures. 

Address: P. 0. Box L320 

Hobbs, Sew Mexico 38240 
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LESSEES OF RECORD 

Secretary • 

Date: 

ATTEST: 

Asst. Secretary 
Date: •*! - i . t f i ~t> 

ATTEST: 

Date: 
Secretary 

0, DSC. 

Address: P. 0. Box 1320 

qWr—.US? 
Hobbs, Hew Mexico 88240 

GULF OIL CORPORATION 

B y _ 
A t t o r n e y - ' F * c t 

•Address : P. 0- 8ox 1150 

Midland, TX 79701 

TEXACO INC. 

By SEE PAGE 16-A 
P r e s i d e n t 

Address : 

4«? 

STATE OF NEW MEXICO ) 
SS 

COUNTY OF LEA 

The f o r e g o i n g i n s t r u m e n t was acknowledged b e f o r e me t h i s 7th 
day o f June 1973 by R. F. Montgomery P r e s i d e n t o f 
L l a n o , I n c . , a New M e x i c o c o r p o r a t i o n , on b e h a l f o f s a i d c o r p o r a t i o n . 

^ 1 1 My Commission E x p i r e s : 
October 30, 1976 

STATE 07 SEW MEXICO 

couir 

, ^ q n b e h a l f o f s a i d corpc 

Rotary PublicJ 

) 
s s 

0 ? L2A 

The f o r e g o i n g i n s t r u m e n t was acknowledged b e f o r e me t h i s o ? ^ 
day c f IJUL.cujutJb' 197 3 by R. F. Montgomery , President 

i of -Sh«lj.-^il-^3awaB« 
of s a i d corporation. ^«"»» Int. 

»e corporation, on ̂  behalf 

My Commission Expires: 
Notary Public 

/. 

STATE OF 

1CUNTY OF 

:ay c 

TEXAS 

Ai3LAND 

o r e me t h i s S, O 
A t t o mey- i n- Fac t 

5 = . i a i : cr saiQ c o r p o r a t i o n . 

Cor rn i s s ion E x o i r e s : 

c o r p o r a t i o n , on 

3ota: r ^ Pr ibiTc 
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CONSENT AND RATIFICATION 

GRAMA RIDGE MORROW UNIT AGREEMENT 
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO 

The undersigned hereby acknowledges r e c e i p t of a copy of the 
Unit Agreement f o r the Development and Operation of the Grama 
Ridge Morrow U n i t Area embracing lands s i t u a t e d i n Lea County, 
New Mexico, which i s dated the 25th day of A p r i l , 1973, and 
f u r t h e r acknowledges t h a t the undersigned i s f a m i l i a r w i t h the 
terms and conditions t h e r e o f . As t o u n i t i z e d substances i n the 
u n i t i z e d formation d e f i n e d i n s a i d Unit Agreement, the undersigned 
owns no i n t e r e s t whatsoever. However, the undersigned does own 
the o f f i c i a l record t i t l e . ' t o an o i l and gas lease from the State 
of New Mexico as l e s s o r , which lease i s more p a r t i c u l a r l y described 
i n s a i d U n i t Agreement. Said lease i s subject t o c e r t a i n operating 
r i g h t s and working i n t e r e s t owned by another. The undersigned 
understands t h a t the owner of s a i d operating r i g h t s and working 
i n t e r e s t desires t o commit the same t o sai d Unit Agreement. Pursuant 
to p o l i c i e s and p r a c t i c e s of the State Land O f f i c e f o r the State 
of New Mexico, the Commissioner o f Public Lands f o r the State o f ' 
New Mexico requires consent and j o i n d e r o f the o f f i c a l record 
t i t l e holders or lessees of record of State of New Mexico o i l and 
gas leases before the Commissioner w i l l approve the above U n i t 
Agreement- I n i t s capacity as owner of the o f f i c i a l record t i t l e , 
or as lessee of reco r d , t o a State of New Mexico o i l and gas lease, 
and i n t h a t capacity o n l y , and as an accommodation to s a i d owner of 
operating r i g h t s and working i n t e r e s t under sa i d lease, the under­
signed desires t o consent, r a t i f y and j o i n i n the execution of s a i d 
Unit Agreement. By these presents the undersigned does hereby 
consent t o said Unit Agreement and r a t i f i e s a l l of the terms and 
pr o v i s i o n s thereof e x a c t l y the same as i f the undersigned had 
executed the o r i g i n a l o f said U n i t Agreement, or a counterpart 
ther e o f , i n the undersigned's capacity as o f f i c i a l record t i t l e 
holder or lessee of recor d of a State of New Mexico o i l and gas 
lease. 

IN WITNESS WHEREOF, t h i s instrument i s executed by the under­
signed as of the date set f o r t h opposite the signature. 

Date : / / /<* 7-3 TEXACO INC. - ̂  / S~ 

By 

STATE OF TEXAS 

COUNTY OF MIDLAND 
SS . 

APPROVED AS TO 

Fora V^* 

The foregoing instrument was acknowledged before me this APJZ/C 
" 19-73, by /J. Jr- / L " ' 

f^- 7 of TEXACO INC. , a 
on behalf of said c o r p o r a t i o n 

My Commission Expires: 

^ -s~7S 

Delaware c o r p o r a t i o n , 

Notary Public 
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STATE OF ) 
: SS 

COUNTY OF ) 

The f o r e g o i n g ins t rument was acknowledged be fo re ne t h i s 
day o f January, 1973 by 
o f Texaco I n c . , a co rpo ra t i on , on behal f of sa id cor­
p o r a t i o n . 

My Commission Expires: 
Notary Public 
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I , Dwight P. Teed, Secretary at Llano, Inc. do hereby 

certify Chat tha Agreement attached hereto, consisting of sixteen 

(16} pages and axhibita and entitled "Unit Agreement For the 

Operation Of Toe Grama Ridge Morrow Unit Area, Lea County, Hew 

Mexico", entered into on April 25, 1973, ia a tma and correct 

copy of said Agreement. 

Qwight ?. T<£edj Secratary 


