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UNIT AGREEMENT = <
FOR THE OPERATICN OF THE &

GRAMA RIDGE MORROW UNIT AREA Y‘(’ E
'~ LEA COUNTY, NEW MEXICO ° “ ‘ E
THIS AGREEMENT entersd into as of the 25th day of April,

1973 by and between the parties subscrihing, ratifying or consenting

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

WITNESSETH:

WHEREAS, the parties hereto are the cwners of working, royalty
or other oil or gas interests in the unit area subject to this agree-
ment; and

WHEREAS, the Commissioner of Public Lands of the State of
New Mexico (hereinafter referred to as "Commissioner™) is authorized
‘by law to consent to and approve the operAtion of state lands undex
agrezements made by lessees of state lands jointly or severally with
other lessees where such agreements provide for the unit operation

of part of or all of any oil or gas pool, field or area (Secticn

7-11-39, 7-11-40 N.M.S.A. 1353 Comp.); and

WHEREAS, the Commissicner of Public Lands of the State of

2 2QTILTLIZC IV LW IT Emena LIl IN@ agpIrtva.n ST .2s53ee,
27LIZNTRL Y L2322 3 2M2CUTIIn IIO3LS0 2SIT22MERT I Sun2IwWIse, aay

211 znd gas laase ambracing sTtaze lands sg that the length o the

term of said lease may ccincids with the term of such agreament for
the unit operation of part or all of any 9il or gas pool, fieid or

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

WEEREAS, the 0il Conservwation “ommizsion of
Aexice {hereinafter raferred

Law I apTrove tihis zgrzemenz and zh

Ax=. 3., ZThap. 33, Tel. 23 ZPazxit T 7.3 3. 1233 Zome.); and
(ZIFERE e zaTTles terzss oo zoifizizni Lazar=est LLois
Srama Ridge Mcorrow Tniz Area coveriag tha lands herainafrer descriled



to give reasonably effective ccﬁtral of cperations therein; and
WHEREAS, it is the purpose of the parties hereto to conserve
natural resources, prevent waste, store gas and securs other benefits
cbtainable through development and cperation of the area subdject to
this agreement under the terms and condi:ions and limitations herein

set forth.

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

mises herein contained, the parties hereto commit to this agreement

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

severally among themselves as follows:

P

1. UNIT ARFA: The following described land is hereby desig-—
nated and recognized as constituting the unit area:

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

* |LLEGIBLE

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

Secticn 3 - All
containing 1287.16 acres, more or less.
tached hersto is a map showing fhe unit area
ané tne scundarias andé identiiv oF

The 2xT2NT KAoWD D Ile UnLt cperator.  3Ixhikic “BY attached hererts

is a scredule showing tz the extent known £o the unit overator the
acreage, percentage and kind of ownership of cil and gas interests

in all lands in the unit area. However, nothing herein or in said

schedule or map shall be construed as a reprasentation by any varty
Nersts as 2 the zcwnexrshiz o anv intsrest cther than
Qr interests as are shown on said maec or schedule as swned by
varty. E#hibi:s "A" and "3" shall be r=vised bf the uniz ogerator

whenever cnanges :n cwnershiz in the unis area rander such revisicns

r2CES3aI7 Iz vhan rIzguesTac oV otie lommissicner.,
3 S 3 - ~ - — a1 -~ - - N
All land commicta2d to thls agreement 3hall conpsitilcuts land re
Iarrsd 3 otereln as Tnlzizaed land® Tr 'land zublect It TRhis agTzement
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2. UNITIZED SUBSTANCES: -oil, gas, natural gasoline

and associated fluid hydrocarbons in the unitized formation as

hereinafter defined are unitized under the terms of this agreement |LLE G I BLE
anéd herein are called unitized substances.

3. UNITIZED PORMATION: That subsurface portion of the unit

area commonly known as the Morrow sands which is the same zone as
the top and bottom of which were encountersd at log depths of 12,722
feer aid 13,208 faet in the Shell 0il Company State GRA Well No. 1
as shown on the Schlumberger Sonic Log - Gamma Ray Log of said well
dated July 5, 1965, which said well is located 1980 feet from the
North line and 660 feet from the west line of Section 3, Township

22 Scuth, Range 34 East, is unitized under this agreement and is
~ hereinafter referred to as the "unitized formation™.

4. UNIT OPERATOR: Llano, Inc. with offices at Hobbs, New

Mexico (P.O. Drawer 1320) is hereby designated as unit operator and

by signaturs heréto commits to this agreement all interest in unitized
substances vested in it as set forth on Exhibit "B" and agrees and
consants to accept the duties and obligations of unit operator for

the coeration =f the Grama Ridge Morrow Unit Ar=a. Whenever raarence
IniT speraTsoz, such fa2fa2zeace means The nic

in that zapacity and not as an cwner of interests

in unitized substances, and the term "working interest owner” when
used herein shall include or refer to unii operatcr as the owner of

a weorking interest when such interest is owned by it.

5. RESIGNATION OR REMOVAL OF UNIT OPERATCOR: Unit cperator

shall aave the right to resign at any time, but such resignation shall

act =eccme affactive until a

[77]

uccessor unii operator has been selected

in Sectiocn 5 =f this agrsement.



Unit operator may, upon default or
QR delauLt Of faiiure U

of its duties or obligations hereunder, be

failure in the performance

subject to removal by

the same percantage vote of the owners of working interests deter-

nined in like manner
unit operator. Such

to the Commissioner.

as herein provided for the selection of a new

removal shall be effective upon notice thereof

The resignation or removal of the unit operator under this

agreement shall not terminate his right, title or interest as the

owner of a working interest or other interest in unitized substances,

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

.

such unit 6perator shall deliver possession of all eguipment, materials

and appurtenances used in conducting the unit operations and owned

by the working interest owners to the new duly gualified successoxr

unit operator, or to the cwners thereof if no such new unit operator

is elected, to be used for
hereunder. Nothing herein
of any material, equipment
vation of any wells.

6.

the purpose of conducting unit operations
shall be construed as authorizing removal

and appurtenances needed for the preser-

SUCCESSCR UNIT OPERATOR: Whenever the unit cperator
shall ca2sign as anl: operatcr 2r shall fe ramoved as herzinabcve
orovidad, the owners =f The werking

resgective acreage intarests in all unitized land shall by

vcte select a successor unit coperator; provided that, if a

but less than seventy-five percent (75%) of the

gqualified to vote is cwned by one party to this agreement,
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unit operator, and (b) the sslection shall have been approved by

the Commissioner. If no succsssor unit cperator is selected and

qualified as herein provided, the Commissioner at his election may

declare this unit agreement terminated.’

7. ACCOUNTING PROVISTONS: The unit operator shall pay all

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 wheole or in part by parties other than unit

operator, from and after such time unit operator shall pay in the

first instance all costs and axpenses incurred in conducting unit.

operations hereunder, and such costs and expenses and the working

interest benefits accruing hereunder shall 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 interests, whether_ one or more, separately

or collectively.

— ———

Any agreement or agreements entered into between
the working interest owners and the unit operator as provided in
this section, whether one ar more, are herein referred to as the

"Czerating Agreement”. Yo such acr=ement

relisve the unit coperator of anv right of ckligaticn established

under this unit agreement and in case of anyv inconsistencies or

conflict between this unit agreement and the operating agreementL

this unit agreement shall prevail.

8. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR: Except as

otherwise specificalily provided herein, the exclusive right, privi-

whizh

[ N Uy LV

¢ fis=rimuting zhe 1nizized sunstancas ars aderapy ielggaTad o

and shall be exercised by the unit operator as herzin provided.
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Acceptable evidence of title to said rights shall he deposited with

said unit operator and, together with this agreement, shall consti-

tute 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 cperating agreement, it being understood

that under this agreement the unit operator, in its capacity as unit

et

operator, shall exercise the rights of possession and use vested in

the parties hereto only for the éurposes herein specified.

9.

PURPQSE OF UNIT AND PLAN QF OPERATION:

It is recognized

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

all of the lands subject to this agrsement is reasonably proven to

be productive of unitized substances or necessary for unit cperations

~and that the object and purpose of

this agreement is to formulate

and put into effect a secondary recovery and gas storage project
R Shad el

in order to effect the greatest econcmic recovery of unitized sub-

stances, prevent waste and

goad engineering practices

pcartias heratc agra2e that the

of

a

=zlan of

Irom Lands other than

the

ticn through the Shell Cil Company

conserve
expected

anit

natural resources consistent with
of a prudent operator. The
operator may, subject to the

~ 7 w4 -
Lommissiener,

rt

inject gas
Sk
“ne uni=ized forma-

unit

State GRA Well No. 1 located in

the SW4NW&% Section 3, Township 22 South, Range 34

Zast and the Shell

——

Stats GRB Well No. 1 located in the NWhSW4 Section 34, Township 21

South, Range 34 East for secondary recovery and storage purposes.

S—

Tnii cperatzr shall Zurnish

twentieth of each

the unitized

reports showing the

foxrmation

sgicner Zetween the :
amount of gas produced
for the preceding month.
the Commissioner
final approval.

Ze as complets
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Acceptable evidence of title to said rights shall he deposited with

said unit operator and, together with this agreement, shall consti-
tute 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 cperating agreement, it being understood

that under this agreement the unit operator, in its capacity as unit

et

operator, shall exercise the rights of possession and use vested in

the parties hereto only for the éurposes herein specified.

9. PURPQOSE OF UNIT AND PLAN OF OPERATION: It is recognized

and agreed by the parties hereto that the unitized formation as to
all of the lands subject to this agrsement is reasonably proven to
be productive of unitized substances or necessary for unit cperations
~and that the object and purpose of this agreement is to formulate

and put into effect a secondary recovery and gas storage project
R Shad el

in order to effect the greatest econcmic recovery of unitized sub-

stances, prevent waste and conserve natural resources consistent with

good engineering practices expected of a prudent cperator. The

partiss herato agrese that the unit operator may, subject o the

apzrswval of 2 slan of operaticn by the Commissicner, inject gas
—_—
ar2a ints =he unitized forma-

rt

crccduced Ircm landés other than the unis

ii

ticn through the Shell Cil Company Stats GRA Well No. 1 located in

the SW4NWs Section 3, Township 22 South, Range 34 Zast and the Shell

——

Stats GRB Well No. 1 located in the NWhSW4 Section 34, Township 21

South, Range 34 East for secondary recovery and storage purposes.

S—

Tnii cperatzr shall Zurnish the Commissicner  hSehrwean the 31r3t anc

twentieth of each month, reporits showing the amount of gas produced
and inlected into the unitized formation for the preceding month.
A plan c<f cperation shall oe filad with the Commissioner

7 owLTh i iiing of zhis unit agrzemenc Zor final approval.

and 21} ravisicns ther=c shall be as complets

ILLEGIBLE
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and adequate as the Commissioner may determine to he necessary in

connecticn with operations hereunder. Upon approval of this agree-

ment and the aforementioned plan of operation by the Commissioner,

said plan and all subseguently approved -plans shall constitute the
operating obligations of the unit operator under this agreement for

the period specified in the plan. Thereafter, from time to time

before the expiration of:any existing plan, the unit operator shall

submit for approval a plan for an additional specified periocd of

operation. Reasonable diligence shall be exercised in complying

with the cbligations 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 full factural in-

formation as to the manner in which the plan in effect for such

period has been carried out.

If the unit operator should fail to comply with any approved

plan of operation or supplement to or modification thereof, this

agresment may be tarminated by the Commissioner; provided, however,

the Commissicner shall give notice to the unit operator and the lessees

e manner orescribhed by Sechticn

~

-11-14 N.M.S.A. 1352
..... Brzach <¢f said plan
of cperaticn and anv Zecisicn antarad ther=zin shall he subject to
appeal in the manner prescribed by Section 7-11-17 N.M.S.A. 1953; and
provided further in any event unit cperatcor shall be given a reason-
able opprortunity after a final determination withinwhich to remeéy
said defaul:, failing in which this agreement shall ke tarminated.
»d. TRACT PARTICIPATICN: Exhibiz "B"

-

attached hereto shows

the percantage zf varticipaticn of each of the tracts embraced by

leas=ahcld intarests which are committed to this agreement. These




The unitized substances produced from the unit area shall -
be allccated to the respective tracts as hereinafter set forth in

accordance with saild percentages of participation and such unitized

substances shall be deemed to have been praoduced from the respective
1

tracts to which allocated.

11. ALLOCATION OF PRODUCTION:

A. PHASE I: It is recognized that there is still some

primary gas and ligui

d hydrocarbons left in the unitized formation
underlying the unit a?ea which would ctherwise be produced in‘the
normal producing‘life‘of the existing wells before they reach their .
economic iimit upon which the state would be entitled to royalty.

It is contemplated that gas produced from lands outside the unit

aréa will be injécted into the unitized formation for a considerable
'iength of time before any appreciable amounts of gas are withdrawn.

The primary production which would normally have been produced from
May 1, 1975 tc its economic limit has been determined by B.H.P/Z method

based upon prier production, and Exhibit "C* attached herstc shows the

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

of New Mexico will continue %c ra2ceive rovaliiss on the same basis

as 1Z the 2xisting wells had E

zsntizuad zcermal szoducticn cntil they

reached :their 2conemic limizs, tie amcunt of gas shown Ffor the respec—

tive months on Exhibit "C" shall be allocatad to the tracts in accord-

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

shall pay to the state royalties on the gas allocated to the respective

tracts con the basis provided in the leases covering said tracts exactly

= H

I the jas aad actually been produced therefrom. Such

the same

i

pavments based upon the gas fcor each of the mcnths sheown on Exhibit

"C" shall be considered as full payment zc the state for 311 remaining

orimarv zas Taserves. The zexrizd from Mav L. 1272 :aTcugh the mentis

snown on Zxkhizit "C” shall constizuce Phase I.7,

ILLEGIBLE "




B. PHASE II: It is contemplated that after the unitized

formation has been reascnably repressured by the injection of gas

produced from lands outside the unit azea, there will be withdrawals

from time to time. Unit operator shall

install and at all times
operate and maintain metering equipment and other facilities approved

by the Cammissioner so that an accurate cumulative account can be

kept of the quantity of gas gas'as well as the total number of British

Thermal Units in the gas injected into the unitized formation'through
the existing wells. Operator shall also keep an accurate cumulative
account of the total number of British Thermal Units in all gas with-
drawn from the unitized formation.
‘ Operator shall also install, operate and maintain at
'éll times éhe necessary separation equipment to separate the gas
from the liquid hydrocarbons producea in connection with the with-
drawal of gas from the respective wells, as well as all other related
equipment which may be required to transfer all liquids so separated.
Operator shall cause-monthlyranalyses by chromatograph
or other mutually acceptakle methed §£ all the gas injectad inte or

wizhdrawn fzcm “he rasaxrol

3

[R1
-

o~

2 crdaxr o computa zhe neT change in
Britisn Thermal Uniyt contant.

Operatar shall pay royalties to the state at the rates
provided in the respective leases on all liquid hydrocarbons which
are separated from the gas withdrawn and allocated to the respective
tracts in accordance with the percentages cf participation set forth
an 2xhizic "37 ragardless of :he time said gas is withdrawn. In
additicn, should the totél cumulative British Thermal Units in the

gas withdrawn exceed the %fotal British Thermal Units in the gas



—

injected plus the pre-determined numbér of British Thermal Units in
the remaining primary gas reserves and for which the state has been
or will be paid during Phase I, then oparator shall pay royalties on
said increase in British Thermal Units at the prevailing market.price
in Lea County, New Mexica as set by the Federal Power Commission for
gas of like quality. Payment for British Thermal Unit enrichment

as set forth herein shali be made on a monthly basis as the result

of the chromatogréph analyses.

In addition to the rental and rovalty provided in the leases

covering the respective tracts beginning with the first of the manth

following the end of Phase I as shocwn on Exhibit “C® unit‘gperatér

shall pay an annual storage fee or rental of $1.00 per acre plus

1/2¢ per thousand cubic fee of gas withdrawn from the resexvoir,

which shall be allocated to the respective leasehold interests on

the basis of the pexcentage of participation set forth on Exhibit "B“.

Said storage fee or additional rental of $1.00 per acre shall be paid
during the month of February of each year and the 1/2¢ per thousand

cubic feet for gas withdrawn shall be based on the monthly withdrawls,

navments %z be made in the menth following the month in which wizh-

irawals zars mace.

All gas przduced from the lands outside the upit area and

injected into the unitized formatiocn, as well as all primary gas if,
as and when produced, except for the payments to be made to the state

in accordance with Phase I, may be withdrawn from the unitized forma-

tion f£rom time to “ime royalty free excent as to anv enhancesmenz iz
value through an increase in British Thermal Units. Notwithstanding

he abcve, royalty shall be paid on a2ll liguid hydrocarbons separated

Ircm gas withdérawn.

22, LZEASES AND CCONTRACTS CONFCRMEC AND EXTENDED. The texrms,

conditions and provisions of all lsases. subleases, aperating agrae-~

ments and sther contracts relaring iz the exploraticn, drilling,

ILLEGIBLE
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develcpment or operaticn for oil or.gas of the lands committed to
T —"

this agreement shall, as of the effective date hereof, be and the

same axre hereby expraséiy modified and amended insofar as they apply

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

the same conform to the provisions herecf and so that the respective

terms of said leases and agreements will be extended insofar as neces-
carme of w7

——za

sary to coincide with the term of this agreement and the approval of

this agreement by the Commissioner and the respective lessees shall
ba effective to conform the provisions and extend the term of each
such lease as to lands within the unitized area to the provisions

and term of this agreement; but otherwise to remain in full force and

effect. Each lease committad to this agreement, insofar as it applies

to lands within the unitized area, shall continue in force beyond
‘the tern provided therein so long as this agreement remains in effect.
Termination of this agreement shall not affect any lease which pur-

suant to the terms thexeof orxr any applicable laws would continua in

full force and effect thersafter. The continued cperation or pro-

duction of a well or wells for unitized substances on the unit area

or for gas storage purposes shall be constzued and conslidered as the

zontinued ogperation or srod: izn on 2ach 3 <ne L=2asencld

commitcted tc this agressement znd operaticns or groduction or gas storage

pursuant to this agraement shall be deemed to be cperations upon and
E 1%

production from each leasehold interest committed hereto and there

part of the unit operator or any of the

shall be nro obligation on the

e -

owners of the respective leasehold interesis committed hereto to drill
____,_.,_—-—""’_“ —
sffsazs 22 wells 25 Zghween

F=S2T3 ¢ WRoos 22

-ne l=asehold interests committed to this

agreement.
\_'/

Any lzase embrzacing lands of the S

only a gortion of its lands

TTSMMI TR Ler=T Nna.s e
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commencing as of the effective date hereof. Notwithstanding any

of the provisions of this agreément to the contrary, any lease
embracing lands of the State of New Mexico having cnly a portion of'
its lands committed herets. shall contigue in full force and effect
beyond the term provided therein as to all lands embracedrin such
leasa if oil and gas, or either of them, are éapable of being pro-
duced from or gas is being stored within some part of the unitized

formation covered by the leases committed to this agreement at the

expiration of the secondary term thexeof.

13. CONSERVATION: Operations hereunder and production of

unitized substances shall be conducted to provide for the most

economical and efficient 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 oil

or gas in paying quantities should be brought in on land adjacent

to the unit area draining unitized substances from the lands embraced

therein, unit overator shall drill such offset well or wells as a

reascnably prudent operator would drill under the same or similar

circumstances.

15. COVENANTS RUN WITH LAND: The

ze zopstrued to be covenants ranning Witk zhe land with respect to

the interests of the parties hersto and their successors in interest
until this agreement terminates, and any grant, transfer or con-

veyance of interest in land or leases subject hereto shall be and

hereby is conditioned upon the assumption of all privileges and

oblizaticens hereunder v <he grantss, Iransiars

~~~~~~ , “ransfarze Or CTh&r sSuccessor

in interest. No assignment or transfer of any werking, royalty or

cther interest subject nereto shall be binding upen unit operator

st day of the zalendar month z2Z%=r =he unli:

AAAAA ~hz uni: cpaerzior
n zze criginal, photostatic sr certified copy of

the ins+trument < “ransfar




l6. EFFECTIVE DATE AND TERM: This agreement shall become

effective as of April 25, 1973 upon approval by the Commissioner and

shall remain in 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 nat less than seventy—-five per cent

{(75%) on an acreage basis of the owners of working interests sigmna-

tory heretc with the approval of the Commissioner:

17. RATE OF PROCUCTION:. All production and the disposal

thereof shall be in conformity with allocations, allotments and

quotas made or fixed by the Commissicn and in conformity with all

applicable laws and lawful regqulations.

18. APPEARANCES: Unit operator shall, after notice to other

parties affected, have the right to appear for and on behalf of any

and all interests affected hereby before the Commissioner of Public

Lands and the New Mexico Q0il Conservation Commission, and to appeal

from orders issued under the regulations of the Commissioner or Com-

mission or te apply for relief from ahy of said regulation= or in

any proca2sdings on its own hehalf relative to overations pending

befcre tha Commissioner or Commission; provided, however, that any

2ther intsrastad party shall alsc have the tight a=< niz own 2ypense

to appear anc to participate in any such praczeding.

19. NOTICES: All notices, demands or statements reguired

hereunder to be given or rendered to the parties hersto shall be

deemed fully given if given in writing and sent by postpaid certified

mail, addressed to such party or parties at their resgectiwve addresses

iy

se: Izril I1n ccnnectiion with the signatures herets or £o the ratifi-
caticn or consent herscf or to such other address as any such party
may have furnished in writing to party sending the nctice, demand

20. UNAVOIDABLE DELAY: All obligaticns under this agrsement
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l6. EFFECTIVE DATE AND TERM: This agreement shall become

effective as of April 25, 1373 upon approval by the Commissioner and
shall remain in 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 less than seventy—-five per cent

{75%) on an acreage basis of the owners of working interests sigmna-

tory hereto with the approval of the Commissioner;

17. RATE OP PROCUCTION:  All production and the disposal

thereof shall be in conformity with allocations, allotments and

quotas made or fixed by the Commission and in conformity with all'

applicable laws and lawful regqulations.

18. APPEARANCES: Unit operator shall, after notice to other

parties affected, have the right to appear for and on behalf of any

and all interests affected hereby before the Commissioner of Public

Lands and the New Mexico 0il Conservation Commissicn, and to appeal

from orders issued under the regulations of the Commissioner or Com—

mission or to apply for relief from aﬁy of said regulations or in

any proceedings on its own behalf relative toc cperations pending

rer or Commission; provided, howevexr, that any
- 21 zlsc nave the right at his own expense
participats in any such proceseding.

19. NOTICES: All notices, demands or statsments reguired

hersunder to be given or rendered to the parties hersto shall be

deemed fully given if given in writing and sent by postpaid certified

mail, addressed to such vartv or

set Iforth in connecticn with the signatures hereto or to the ratifi-

cazion or consent herecf or to such other address as any such party

may =2ave Iurnisned in wricing ko rarty sending the notice, demand

T ZTatamenT.

All cbligaticns under thls agreement

sroduce uniitized substances from o

-13-
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store gas within the unitized formation covered by this agreement
shall be suspended while, but only so long as, the unit operator,
despite the exercise of due care and diligence, is prevented from
complyinq with such obligations, in whole aor in part, by strikes,

war, acts of God, federal, state or municipal law or agencies, un-
avoidable accidents, uncontrollable delayé in transpertation, inability
to obtain necessary mﬁte:ials in cpen market, or other matters beyond

the reasonable control of the upit operator, whether similar to matters

herein enumerated or not.

21. LOSS OF TITLE:

In the event title to any tract of unitized
land aQx suﬁstantial interest therein shall fail and the true owner
cannot be induced to join the unit agreement so that such tract is not
coﬁmitted to this agreement or the operaticn thereof hereunder becomes
-impracticable as a result thereof, such tract may bs eliminated from

the unitized area, and the interest of the parties readjusted as a
result of such tract being eliminated from the unitized area. 1In the
event of a dispute as to the title to any royalty, working or other
interest subject hereto, the unit operator may withhold payment ox

daliverv o the allocatad porticn of the unizized substancss involved

n account ther=ol wizthcutn liakilizv Zor incarast until the dispute
13 Iinally setzliad, zrovided thar anc pavment of funds due the State of

New Mexico shall be withheld. Unit operator as such is relieved from

any responsibility for any defect or failure of any title hereunder.

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

fee paid on gas withdrawn under Section 118 shall be wvalid for a pericd
72373 Ircm zie affective date of this agreement. During
the final vear of the Zirst three {3) year 3

pericd that this agresement

shall be re-negotiatad

..... 2ach such rs-negotlazad zats o e in sfisct
icr 1he succteeding five (3) year period. IF the parties hersto are
“nasi2 s agr2e s rz-negcilated new IZ=2es sixty (30) days pricr to khe



.y . s )
vt (ta \

expiration of the first three (3) year pericd and at least sixty
(60) days prior to the first day of any such succeeding five (5)

year period, payment of the fees on the basis of prior rata§ shall

continue and this agreement shall terminate upon expiration of not

more than two (2) years from said first éay (during which time the

parties hersto may remove the metered and injected gas not previously
withdrawn anéd equipment and facilities installed 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 first day.
Any gas or facilities not then removed by the termination date shall
become the .property of the State of New Mexico if it so elects.

23.  BOLD HARMLESS CLAUSE: Notwithstanding any of the pro-

visions ccntained herein, unit operator shall save, hold and protect
the Commissioner of Public Lands and the State of New Mexico harmless
from all claims and liabilities of whatsoever kind, nature or descrip-

tion arising from or growing out of operations carried on by unit

operator pursuant to this agreement.

24. COUNTERPARTS: This agreement may be executed in any

numbex of counterparts, no one of which nesdéds to be executed by all

Dartias, cr may be ratified or consentad o by separat=s instrument

in wriziag sgeciflizally rafarring hersto, and shall be zinding upen
those parties who have executed such a counterpart, ratificaticn
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 Adescrilked uani* ar=a.

IN WITNESS WHEREOF, the undersigned parties have caused this

agrazment Lo bBe executed as of the raspective datas set forth oprosite

thelr signaturss.

t ;’//‘
/‘*;-' L[

/ D!
Srediden XVI L
s IUNIT OFERATOR AND WCRKING INTEREST OWNER
' ' Address:  P. 0. Box 1320
Hobbs, Yew Mexico 38240
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AT'A? . ARNRY

A /
72 Wr{; z_:z
Date: 8/:?-7]7.3 . Address: P. 0. Box 1320

Hobbs, New Mexico 88240

ATTEST: GULF OIL CORPORATION
PR Mn-—lﬁ : BY\MM
Asst. Secrataxy (/ Attornek-i n- Fact :
Date: V-1 e .Address: P. Q. Box 1150
Midland, TX 79701 e B?
€.
ATTEST: TEXACO INC. - hdt
- By  SEE PAGE 16-a
Secretary .

President
Date: Address:

‘STATE CF NEW MEXICO

)
: Ss
COUNTY OF LEA )]

The foregoing instrument was acknowledged before me this Ith
day of June 1973 by R.

F. Moutgomery President of
Llano, Inc., a New Mexico corporaticn ,'? behalf of said corporation.
#y Commission Expires: 0 7/ f{,&é( il
—__ October 20, 1976 Aetary Pubiic /[
STATE OF NEW MEXICO ) ‘

ZOUNTY QF LEA

R. F. Mootgomery . President
ST SaTT corporation. CiliGYRERRY. 2 RFMISES, coTPoration, on ebalf

Ha

o Yoy
STATE QF TEXAS }

oing instrument was acknowledged bhefores me this 078
day of &%“"’L— 1973 by
of

R R

My Commission Expires:
[«)

(7]
n

souNTz oF _AIOLAND ) RN

The foregeing instryment was_acknowledged bpefore me this o

izy cf %22;%; 1373 by v/, B, HOPKINS , Attocrney-in-fact
of 1 0il Ccrporation, a Pennsylvania corporation, on

=zhali cf said corporacion.
s Zzrmlssion Ixpizes: , T BYIT onTa
~\~-7 Notaza >abliic



CONSENT AND RATIFICATION
GRAMA RIDGE MORROW -UNIT AGREEMENT
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO

- The undersigned hereby acknowledges receipt of a copy of the
Unit Agreement for the Development and Operation cf the Grama
Ridge Morrow Unit Area embracing lands situated in Lea County,
New Mexico, which is dated the 25th day of April, 1973, and
further acknowledges that the undersigned is familiar with the
terms and conditions thereof. As to unitized substances in the
unitized formation defined in said Unit Agreement, the undersigned
owns no interest whatscever. However, the undersigned does own
the official record title to an oil and gas lease from the State
of New Mexico as lessor, which lease is more partlcularly described
in said Unit Agreement. Said lease is subject to certain operating
rights and working interest owned by another. The undersigned
understands that the owner of said operating rights and working
interest desires to commit the same to said Unit Agreement. Pursuant
to policies and practices of the State Land Office for the State
of New Mexico, the Commissioner of Public Lands .for the State of
New Mexico requires consent and joinder of the offical record
title holders or lessees of record of State of New Mexico oil and
gas leases before the Commissioner will approve the above Unit
Agreement. In its capacity as owner of the official record title,
or as lessee of record, to a State of New Mexico 0il and gas lease,
and in that capacity only, and as an accommodation to said owner of
operating rights and working interest under said lease, the under-
signed desires to consent, ratify and join in the execution of said
Unit Agreement. By these presents the undersigned does hereby.
consent to said Unit Agreement and ratifies 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 the undersigned's capacity as official record title

holder or lessee of record of a State of New Mexico oil and gas
lease.

IN WITNESS WHERECF, this instrument is executsd by

the under-
signed as of the date set Zorth ovposite the signature.

/N o
Date: ‘M; s /9 73 TEXACC INC. - T 7 P
Vd : 3 s /l/’ e -
/ BY: . o A%.//l—“—-r

oo APPROVZD AS TO
STATE OF TEXAS )

K
T A4 -
) Ss. * Form &m_
COUNTY OF MIDLAND )

The/fqrego g Lnstzument was acknow}ed d before me this /P74

dav of . 1373, bv _/2 —7 e o < ’

of TEXACO IVC., a Delaware cd&poratlon,
on behalf offsald corporation.

/JM//gM

Notary Public

My Commission Expires:

& ~s =75

-16-a-
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STATE OF )
: S8S
COUNTY OF )

The foregoing instrument was acknowledged before me this
day of January, 1873 by

of Texace Inc., a corperatiocn, on behalf of said cor-
poration.

My Commission Expires:

Notary Puplic

-17-
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EXHIBIT "B"

GRAMA RIDGE MORROW UNIT AGREEMENT

Overriding Working Int. Parcentage
Tract No. Surface Basic Royalty or Owner and Tract Parti-
No. Description Acres Lease No. _ Royalty Lessee of Record Prod. Pymt.  Percentage cipation
1 5% Sec. 3, T. 22 320.00° B-158-3 12%%  Texaco Inc. None Llano, Inc. 100% 24.861
S., R. 34 E.
& | ‘
Ny Sec. 3, T. 22 327.16 E-9141 12%%  Shell 0il Company None Llano, Inc. 100% 25.417
S., R. 34 L.
3 Sk Sec. 34, T. 21 320.00 E-9659 12%% Gulf 0il Corporation None Liano, Inc. 100% 24.861
S., R. 34 E.
4 N Sec. 34, T. 21 320.00 K~3592-1 12%%  Shell 0il Company None Liano, Inc. 100% 24.861
S., R. 34 E.
Total 1287.16 100.000



Composite Royalty Producti

B i

EXHIBIT "C"

od ~ Grama Ridge Morrow Unit Area, Lea County, New Mexico

on - BHP/Z Meth
1973 1974 , - 1975 1978 - 1977 .
! Equivalent Equlvalent Equivalent Equivalent Equivalent
Gas Gas Gas Gas Gas
Production Production Production Production Production
Month MCF Month MCPF Month MCF Month MCF &bb%: MCF .
May 1,860 Jan. 1,060 Jan, 810 Jan. 610 Jan . 460
June 1,770 Feb. 1,040 Feb. 790 Feb. 600 Fab. 450
July 1,660 Mar. 1,010 Mar. 775 Mar. 590 Mar. 445
Aug. 1,590 hpril 990 April 750 April 575 April 430
£ ot 1,510 May 960 May 740 May 550 May 425
ot 1,450 June 950 June 710 June 540 June 410
Nov. 1,380 July 925 July 700 July 525 July 400
Dec. 1,090 Aug. 900 Aug. 690 Aug. 510 Aug. 395
Sept. 890 Sept. 675 Sept. 500 Sep!.. 390
Total 12,310 Oct. 860 Oct. 650 Oct, 495 oct . 375
. Nov. 840 Nov. 640 Nov, 490 Nov. 370
Cum. 12,310 Dec. 825 Dec. 625 hec. 475 Dec. 360
Total © 11,250 Total 8,555 Total 6,460 Totrat 4,910
Cum. 23,560 Cum. 32,115 Cum, 38,575 Cuint. 431,485
1978 1979
Equivalent Equivalent
Gas ' Gas
: Production Production
0__ith MCF Month MCF
Jan. 350 Jan. 270
*Teb. 345 Feb. 270
‘Mar. 340
April 330
May 325
June 310
July 305
Aug. o
Sept. 295
ort. 290
Hov. 80

Mo w

10
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I, Dwight P. Teed, Secratary of Llamo, Inc. do heraby
certify that tha Agreement attached heresta, consisting of sixteen
(16} pages and exhidbits and entitled "Unit Agreement For The
Operation Of Tha Grama Ridge Morrow Uait Area, Lez County, New
Yexico™, emtared into om April 25, 1973, is a trua and correct

copy of said Agreement.

) ; . {) . -
N T e

ﬂD'wig'm: ?. Tfed; Secrstary



