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AGREEMENT FOR SUBSURFACE 
.... STORAGE Oj? GAS, .BORROW 
"FORMATION, • GRAMA '- R I DGE- AREA, 

' " " LEA COUNTY, NEW KSXICO ' 

NO.' }4^Qg-OCQt-f4-'2.i:~7 

THIS AGREEMENT mads and entered into as of the ^t i a y of 

'November, 1975 with an e f f e c t i v e date as of the 1st day of November, 

1975, by and between the United States of America, acting by and 

through the Secretary of I n t e r i o r , hereinafter referred to as the 

"United States", and Liana, I n c . , a New Mexico corporation, with 

o f f i c e s at Hobbs, New Mexico, hereinafter referred to as "Llano". 

WITIJESSETH: • - . 

WHEREAS, Llano i s the Unit Operator of the Grama Ridge Morrow 

Unit Agreement covering a l l of Section 34, Township 21 South, Range 

34 :East and a l l of Section 3, Township. 22' South, Range 3 4 E a s t , Lea 

County, New Mexico which are lands of the State of New Mexico and 

which s a i d agreement was approved by the Commissioner of Public Lands 

of the State of New Mexico on August 27 , 1973 , and which, was entered 

l t o f o r secondary recovery and gas storage purposes, which i a p e r m i t t e d 

under Mew Mexico statutes,, and 

"•"HE RE AS, Llar.c i s the cwr.a..- ar.d h o l i e r cf. che f o l l o w i n g d e s c r i b e 

o i l and gas leases embracing lands of the United States issued under 

and pursuant t o the p r o v i s i o n s of the Mineral Leasing Act as arnsnded: 

(a) O i l and gas lease e f f e c t i v e September 1, -
1961 bearing s e r i a l number NM 058678, covering 

containing J 2 0 acres, more or i s s s ; 

; i l and gas lease e f f e c t i v e :4a y _., 1363., 

.r.g s e r i a l number XM 0331970, covering -he 

3 i l anc. gas lease e f f e c t i v e Marsn. 4, 13 53, 
ir.c s e r i a l number >;!•• 33312-1 covering che 

ILLEGIBLE 



i 

WHEREAS, Llano i s the operator of Federal GR-4 No. 1 gas_ 

well producing from the Morrow formation located in the SSkS~E%mps^) 

Section 4, Township 22 South, Range 34 East, being a pair£~air~€hG 

lands hereinabove described, and said well had reached i t s economic 

l i m i t prior to the time gas was f i r s t injected into the wells on the 

Grama Ridge Morrow Unit Area, and 

WHKREAS, the State of New Mexico i s the owner of a l l the o i l , 

gas and other minerals i n and under and that may be produced from 

the Morrow formation of Pennsylvanian age under Section 33, Township 

21 South, Range 34 East, except the SW%NE% of said Section, which 

i s fee land and the minerals underlying said 40 acres are owned 32.37' 

by LBM Cattle Company, Inc. and 57.63% by Merchant Livestock Company, 

and 

WHEREAS, Llano i s the operator of a gas w e l l producing from 

the Morrow formation located i n the NW%SE% Section 33, known as the 

South Wilson Deep Unit No. 1 w e l l , and 

WHEREAS, i t i s believed t h a t the Morrow gas r e s e r v o i r i n t o 

•/hich gas i s being i n j e c t e d i n the wells on the Grama Ridge Morrow 

Unit covers not only the two sections withir. said u n i t bu- also Sect! 

Range 3 4 East, and 

WHEREAS, Llano'proposes to enter i n t o a separate agreement w i t h 

the Commissioner of Public Lands of the State of New Mexico for the 

subsurface storage of gas underlying said Section 33 which w i l l be 

supplemental to the storage of gas under and pursuant t o the Grama 

3._cc;̂ ; .-:crr ;w -jnic Agreement , anc 

WHEREAS, Llano i s desirous of u t i i i c i r . g che Morrow formation 

underlying Section 4, Township 22 South, P.ar.ge 3 4 East f o r the' -3ub-

which storage would be supplemental to and ir. a d d i t i o n t o the area 



'.nto with the Commissioner of Public Lands of the State of Re\-J Mexico 

rovaring portions of Section 33, Township 21 South, Range 34 E a s t , ancl 

WHEREAS, Llano desires to store said gas under Section 4 i n 

the v e r t i c a l i n t e r v a l between 12,778 feet and 13,255 feet below the 

surface in the Morrow formation of Pennsylvanian age as shown by the 

Gamma Ray-Sonic Log i n connection with the Federal GR-4 No. 1 w e l l 

hereinafter r e f e r r e d to as the "gas storage reservoir area" and 

WHEREAS, the Mineral Leasing Act as amended (Mineral Leasing 

Act Revision of 1960) provides that: . . . . 

"The Secretary of the I n t e r i o r , to avoid waste 
or to promote conservation of natural resources, 
may authorize the subsurface storage of o i l or . 
gas, whether or not produced from federally owned 
lands, i n lands leased or subject to lease under 
t h i s Act". 

MOW, THEREFORE, i t i s mutually agreed as f o l l o w s : 

SECTION 1: The United States, i n consideration o f t h a c o n d i ­

t i o n s and covenants t o be observed as herein set f o r t h , does hereby 

authorize the e x c l u s i v e use by Llano of the gas storage r e s e r v o i r area 

or underground gas storage purposes and does hereby e x c l u s i v e l y 

a u t h o r i s e Llano t c s t o r e gas and at w i l l t c i n j ec t gas__ir.to an d w i t h -

"c i:: j 3c: z r v i the raw any p a r t i c u l a r q u a n t i t y of gas other than such 

gas as i t s h a l l , i n i t s sola d i s c r a t i o n , deem advisable. The U n i t e d 
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said gas storage r e s e r v o i r area to the extent t h a t s a i d s u r f a c e i s 

owned by t h s United States f o r the purpose of i n j e c t i n g gas i n t o s a i l I 

storage area and withdrawing such gas by means of any w e l l sow e x i s t i n g 

States dees hereby au t h o r i z e Llano t o enter upon the surface o f t h e 

:ich may hereunder be d r i l l e d as provided by Section 2 her 

ar.c s.-.a— .-.aye t.va _xgn;_ ..a raworx or r a c o n c i t i n n 
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storage r e s e r v o i r area t o the extent t h a t such work s h a l l be approved 

by the O i l and Gas Supervisor of the United States Geological Survey 

as necessary o r i n c i d e n t t o the r i g h t s granted t o Llano pursuant' t o 

t h i s agreement. Llano agrees to conduct a l l operations h e r e i n 

a u t h o r i z e d f o r the lands subject t o t h i s , agreement i n accordance w i t h 

t h e O i l and Gas Operating Regulations g e n e r a l l y a p p l i c a b l e t o f e d e r a l l y 

owned lands (30 CFR 221). Subject t o any necessary p r o t e c t i o n o f 

environmental values as determined by the Supervisor, t h e U n i t e d 

States does hereby authorize Llano t o c o n s t r u c t , i n s t a l l , m a i n t a i n , 

and remove s t r u c t u r e s , p i p e l i n e s , casing, d r i p s , valves and o t h e r 

appliances necessary, u s e f u l or convenient f o r t h e purpose o f t h i s 

agreement. . • 

SECTION 3: This agreement shall remain in force and effect 

for a period of five years and so long thereafter as Llano shall 

continue to use the lands for underground' gas storage purposes unless 

sooner terminated as provided in Section 9 hereof, and the leasers 

hereinabove described shall be and are hereby extended for the life <S.:• 

£ t h i s agreement. 

SECTION 4: Nothing i n t h i s agreement s h a l l he construed as 

.e gas storage r e s e r v o i r area 

Should a f e d e r a l lease covering lands w i t h i n .the gas s t o r a g e 

r e s e r v o i r area be r e l i n q u i s h e d the United States reserves the r i g h t 

to issue a new lease o r leases t h e r e f o r , s u b j e c t t o the c o n d i t i o n 

t h a t t h e Morrow formation s h a l l be exclu&s ease orr 

leases and p r o v i d e d f u r t h e r t h a t a l l ope ra t ions -conduc ted t he r eon , 

s h a l l be done i n a good and workmanlike manner s6 as to pr-.avent t h e 

l e s s c f gas ou t c f r.he Morrow fo rma t ion under lane the -as stsra 'ce 
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I f Llano demonstrates t o the s a t i s f a c t i o n of t h o Area O i l 

and Gas Supervisor of the United States Geological Survey t h a t "stored 

gas i s m i g r a t i n g from the Morrow formation t o other f o r m a t i o n s or 

t h a t s t o r e d gas i s expanding beyond the l i m i t s o f the gas suorag-e 

r e s e r v o i r area, then w i t h the concurrence o f the a f f e c t e d lessees 

( i f other than Llano) under outstanding o i l and gas leases c o v e r i n g 

such lands and/or formations, t h i s agreement may bo amended t o i n c l u d e 

such lands and/or formations subject t o the same terms and c o n d i t i o n s 

"•hen a p p l i c a b l e t o the lands and formations p r e v i o u s l y committed t o 

agreement. ' • 

I n t h e event t h a t i t should be determined t h a t lands and 

formations subject t o t h i s agreement are longer needed f o r t h e purpoi 

h e r e i n s t a t e d , s a i d lands may be e l i m i n a t e d from the gas s t o r a g e r e s e r ­

v o i r eirea by f i l i n g a request and supporting geologic and e n g i n e e r i n g 

data, w i t h a suggested e f f e c t i v e date, w i t h ths Area O i l and Gas Super­

v i s o r . 

SECTION 5: A l l stored gas s h a l l be measured when i n j e c t e d . 

nto and withdrawn from storage, and a record thereof s h a l l be k e p t . 

Llano agrees to render t o the United States cn or before t h i r t y days 

t o t a l amount of eras i n j e c t e d i n t o and withdrawn from s a i d gas storage 

r e s e r v o i r during t h a t preceding calendar year q u a r t e r . The amount o f 

gas r e p o r t e d as i n j e c t e d and withdrawn each quarter s h a l l be computed 

' at a standard pressure of 15.025 pounds per square i n c h a b s o l u t e and 

a standard temperature of 60 degrees Fahrenheit,, r e g a r d l e s s o f t h e 

u v j t u t i ar.a temperature at which the gas was a c t u a l l y measured. 

Said statement herein provided f o r s h a l l be f i l e d i n d u p l i c a t e w i t h 

the Area O i l and Gas Supervisor of the United States G e o l o g i c a l Survey. 

5~~'"TC:i 5: " ac u;r;ec u u r ;uuour_rn una the e f f e c t i v e 

date o f the w i t h i n acraemant, e i t h e r : 
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(a) To furnish forthwith, and maintain at a i l times thereafter, 

as may be required by the United States, a bond i n the penal sum of 

$15,000.00 with approved corporate surety, conditioned upon compliance 

with the terms of this agreement; or 

(b) To deposit with the Dnited States security in the sum of 

$15,000.00 i n such form as i s acceptable to the United States to 

guarantee compliance with the terms of t h i s agreement. 

SECTION 7: As of the e f f e c t i v e date of t h i s agreement, t h e 

economically recoverable reserves of n a t i v e n a t u r a l (primary) gas 

t o S0Q p s i s h u t - i n t u b i n g pressure remaining i n t h a t p a r t o f the 

r e s e r v o i r underlying Section 4 was zero (0) MCF. As of t h e e f f e c t i v e 

date o f t h i s agreement Llano had i n j e c t e d a net t o t a l of 4,861,773 MCF 

of extraneous gas i n t o the w e l l s on the Grama Ridge Morrow U n i t . For 

the purposes of t h i s agreement i t i s assumed t h a t 1/4 of s a i d net 

i n j e c t e d gas has migrated t o t h a t p o r t i o n of the r e s e r v o i r u n d e r l y i n g 

Section 4 and t h e r e f o r e Llano agrees t o pay to the United States upon 

execution of t h i s agreement f o r i t s (lessor's) share as r o y a l t y a 

lump sum of $27,985.57. 

Twenty-five percent of the previously i n j e c t e d gas r e f e r r e d t o 

above i s economically recoverable from the f e d e r a l leases embracing 

Sect, ten 4. Said t w e n t y - f i v e percent, being 1,213 , 443 MCF , may be 

wither awr*. from the r e s e r v o i r without the pay-end af a d d i t i o n a l r o y a l t y 

or withdrawal fees. I t i s f u r t h e r agreed that the f i r s t 4,361,773 MCF 

of gas withdrawn a f t e r the e f f e c t i v e date hereof s h a i l be considered 

as t h a t '.vhich was i n j e c t e d p r i o r t o such date. 

For the purposes hereof, "extraneous gas" s h a l l mean the t o t a l 

amount which has been withdrawn. Any gas produced in excess of the 

extraneous gas i n j e c t e d p r i o r t o o r _ a f t s r the e f f e c t i v e date hereof 

s h a l l De considered as "indigenous gas"! A l l such indigenous gas 

s.-.ci 1. se apportioned to "the-.-tracts wi t h i n the gas storage p r o j e c t i n 
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t o t a l acreage within the gas storage project and as to the federal 

leases in Section 4 s h a l l be subject to royalty at the rate specified 

in the respective leases. The production of a l l indigenous gas s h a l l 

be pursuant to such conditions and formulas as may be prescribed or 

approved by the Supervisor of the Geological Survey and the Commissioner 

i of Public Lands of the State of New Mexico. 

SECTION 8: Llano agrees to pay the United States an i n j e c t i o n 

fee o f $.0025 per MCF and a withdrawal fee o f $.0l per MCF on 1/4 of 

a l l gas i n j e c t e d o r withdrawn from the r e s e r v o i r through any w e l l s 

located on the Grama Ridge Unit Area or on Section 33, Township 21 South, 

Rnage 34 East or Section 4, Township 22 South, Range 34 East during 

each calendar quarter; provided, however, t h a t no withdrawal fee s h a l l 

be.requiredon withdrawn gas considered t o be indigenous r e s e r v o i r gas. 

Such q u a r t e r l y i n j e c t i o n and withdrawals fees s h a l l be paid on or before 

30 days a f t e r the end of each calendar quarter. Llano f u r t h e r agrees 

to pay an advance annual storage fee of $640.00. Such payment repre­

sents a fee of $1.00 per acre and s h a l l be paid not l a t e r than 30 days 

a f t e r the f f e c t i v e date hereof and on each subsequent anniversary date. 

' SECTION 9 (a) : The amount of the i n j e c t i o n , withdrawal and 

storage foes sec out i n Section 3 hereof s h a l l be subject t o renego­

t i a t i o n 12 years freer; tne e f f e c t i v e dace hereof and at the end of 

successive 10 year periods t h e r e a f t e r . In the event of a f a i l u r e t o 

renegotiate new fees on terms mutually acceptable to both parties,. 

Llano s h a l l f o r f e i t i t s r i g h t to i n j e c t new gas but the payment of 

withdrawal and storage fees at the p r i o r rates s h a l l continue and 

Llano s h a l l have not more than 10 years from such l a t a of ranegctiaa_on 

in which to complete the withdrawal of gas and t o remove i t s f a c i l i t i e s , 

ar the end of which period t h i s agreement s h a l l terminate. Any gas 

remaining in the Morrow formation beneath tne f e d e r a l t r a c t s or any 

t e r m i n a t i o n of t h i s agreement s h a i l become the property cf the United 
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(b) The United States reserves the right to terminate t h i s 

agreement at any time i f Llano shall violate and s h a l l continue to 

vio l a t e any of the terms, conditions or provisions of th i s agreement 

for more than 30 days after receipt by Llano of notice of such vio­

l a t i o n by registered or c e r t i f i e d mail from the United States. 

SECTION 10: In connection with the performance of work, under 

t h i s agreement, Llano agrees to comply with a l l the provisions of 

Section 202 (1) to (7) i n c l u s i v e , of Executive Order 11246 (30 F.R. 

12319) as amended, which are hereby incorporated by reference i n 

thi s agreement. 

SECTION 11: Llano agrees to keep open at a l l reasonable times 

f o r t h e i n s p e c t i o n o f any duly authorized o f f i c e r of t h e United States, 

the premises covered hereby and a l l w e l l s , improvements, machinery 

and f i x t u r e s thereon, and a l l books, accounts, meter c h a r t s and records 

p e r t a i n i n g to operations hereunder or the payments he r e i n provided. 

SECTION 12.: I t i s understood and agreed t h a t the United States 

expressly reserves the r i g h t t o u t i l i z e the surface, lease, s e l l or 

otherwise dispose o f , the surface of any of the above described lands 

so f a r as said surface i s owned by the United States and i s not neces­

sary f o r the use of Llanc i n the i n j e c t i n g , s t o r i n g and removing of 

gas therefrom. 

SECT17N 12 . do i s also f u r t h e r agreed tha; no member of c r 

delegate to Congress or r e s i d e n t commissioner a f t e r h i s e l e c t i o n or , 

appointment or e i t h e r before or a f t e r he has q u a l i f i e d and d u r i n g O 

his continuance i n o f f i c e , and t h a t no o f f i c e r , agent or employee of 

the Department of the I n t e r i o r s h a l l be admitted to any share or part 

in c.-.t - agreement or de r i v e any b e n e f i t t h a t may arise therefrom, 

and the crovis ions of Section 2 711 of the Revised Statutes of the 

united States, as amended (41 U.S.C. Sec. 22} and Sections 431, 432 

form a p a r t of t h i s agreement so far as the same may be a p p l i c a b l e . 

ILLEGIBLE 
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SECTION 14: I t i s f u r t h e r covenanted and agreed t h a t each 

o b l i g a t i o n hereunder s h a l l extend to and be b ind ing upon and every 

b e n e f i t hereof s h a l l i nu re t o , t h e successors or assigns o f the 

r e s p e c t i v e p a r t i e s h e r e t o . 

IN WITNESS WHEREOF, the Uni ted S ta tes , a c t i n g by and t h r o u g h 

the Secretary o f the I n t e r i o r , and Llano b y " i t s p res iden t and s e c r e t a r y , 

hae executed the fo rego ing instrument and sa id Llano has caused i t s 

co rpora te sea l t o be a f f i x e d on t h e date o f execu t ion . 

THE UNITED STATES OF AMERICA 

By 
Secretary of the I n t e r i o r 

LLANO/ 

By 
(^i^i^Z^d1- Secretary (̂ x̂. 

STATE OF NEW MEXICO ) 

Pr^sudent'-

: ss 
COUNTY OF LEA ) 

The foregoing instrument was acknowledged before me this _^2^5_c-

day of February, 197 6 by I/Qy^^X -^h. 

President of Llan->, Inc, 

c o r t o r a t i cn. 

My Commission Expires: 

V 

a New Mexi; 

?T7oAsU 
Notary Public 
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AMENDMENT TO THE AGREEMENT 
FOR SUBSURFACE STORAGE OF GAS, MORROW FORMATION, 

GRAMA RIDGE AREA, LEA COUNTY, NEW MEXICO 
AGREEMENT NO. 14-08-0001-14277 

THIS AMENDMENT amends the Agreement For The Subsurface Storage o f 

Gas, Morrow Format ion, Grama Ridge Area, Lea County, New Mexico, Agreement Mo. 

14-03-0001-14277. This amendment i s made and entered i n t o as o f t h i s 15th 

day o f A p r ' 1 , w i t h an e f f e c t i v e date o f is r day 

o f A p r i l 1981 ^ > (jy a n ( j between the Uni ted States o f Amer ica , 

a c t i n g by and through the Sec re ta r y o f - t h e I n t e r i o r , h e r e i n a f t e r . r e f e r r e d t o as 

the "Un i ted S t a t e s " , and L l a n o , I n c . , a New Mexico co rpo ra t i on whose p r i n c i p a l 

p lace o f business i s Hobbs, New Mexico, h e r e i n a f t e r r e f e r r e d to as " L l a n o " . 

WHEREAS, t h e r e e x i s t s an Agreement For Subsurface Storage of Gas, 

Morrow Format ion, Grama Ridge A rea , Lea County, New Mexico, Agreement No. 

14-08-0001-14277, nade and en te red i n t o as o f the 24th day o f November, 1975, 

w i t h an e f f e c t i v e date o f the 1st. o f November, 1975, by and between the U n i t e d 

S ta tes o f Amer ica, a c t i n g by and through the Secretary o f Inter- i -or, and L l a n o , 

I n c . , a New Mexico c o r p o r a t i o n , h e r e i n a f t e r the "Storage Agreement", and 

WHEREAS, Llano is the u n i t operator under the Un i t Agreement For The 

•Oper j ' ion 3f The ar jna 2- ige Mcr-cvj ' Jn : ; Arsa cover ing =' 1 o~ Sect ions 32 anc 

3^, ~2 -2 , 23^-E. i"G i ' • >" f ^ o v ic. 3. r 222 32-2 .e i 3o-j: i t" ;. tsvj ''exwco . •>r.v;h 

tne 2onimissioner o f ?uol ic Lanes of tne Scate of New .Mexico on August 27 , 19 73 , 

as amended by Amendment dated September 1 , 1975 , to inc lude the above r e f e r e n c e ; 

Sec t ion 32, and 

FURTHER, sucn Uni t Agreement arov 'des fo<- seconda'-y recovery and gas 

s to rage purposes, a'.l o f «h:cr. i s oanui t tea -naer itew Kexics s t a t u t e s , and 

., .luroce' 

LU 
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condit ions then appl icable to the- lands and formations previously committed to 

the Storage Agreement, i f Llanu demonstrates to the s a t i s f a c t i o n of the Deputy 

Conservation Manager, Oi ! £ Gas, United States Geological Survey that stored 

gas i s migrating from the Morrow formation to other formations or that 

stored gas i s expanding beyond the l imi ts of the gas storage r e s e r v o i r area . 

WHEREAS, Llano i s the owner and holder of the following o i l and gas 

leases embracing lands of the .United States issued under the.Mineral Leasing 

Act. of 1920 as amended.: . 

a. O i l and gas lease e f f e c t i v e A p r i l 1 , 1958, bear ing s e r i a l number . 

NH-033312 cover ing the \ ih and SE', o f Sect ion 10, T22S, R34E, and c o n t a i n i n g 480 

acres , more o r l e s s . 

b. O i l and gas lease e f f e c t i v e A p r i l 1 , 1960, bea r i ng s e r i a l number 

N;.-G49942 cover ing the NE"=s o f Sect ion 10, T22S, R34E, and c o n t a i n i n g 150 a c r e s , 

more or l e s s . 

WHEREAS, Llano i s the ope ra to r o f a gas we l l producing from the Morrow 

fo rma t ion Icoa ted in the SElsNW^ o f Sect ion 10, known as the Llano-Government "A" 

No. 1 , through t h i s amendment, des i res t o add the Llano-Government "A" No. I wei 1 

*HE.-.£AS, i.lane acqu i red t.ie i n t e r e s t o f The Super ior Gi i Company ;n 

the Sovernrcant "A" No. 1 w e l l e f f e c t i v e February 1 , 1978, sa io w e l l be ing o s o i -

cated to i n t e r s t a t e commerce by Cont rac t dated June 13, 1966, between The Super io r 

Oi l Company and 3 h i .1 i ps Petroleum Company and Contract dated August 3 1 , 1964, 

to the i cqu i s • 11 on of the Government "A" No. 1 . - i s l l , L lano, through g e c i o g ^ c i l 



Order issued October 29, 1979, by the FERC, here ina f te r "FERC Order", sub jec t 

to the s t ipu la t ions that the remaining recoverable reserves of 413 MMCF of gas 

(at 15.025 ps ia ) as of September 1, 1978, s h a l l be del ivered to P h i l l i p s from 

the Government "A" No. 1 well or from-the Grama Ridge Storage Pro ject at rates 

up to 750 MCFPD unt i l the remaining reserves have been del ivered and P h i l l i p s 

s h a l l pay for the gas del ivered at the same pr ice per MCF which would have been 

paid under the June 13, 1966, percentage of proceeds contract . 

NOW THEREFORE,- i t . is mutually agreed as fo l lows: 

SECTION 1: Section 8 of the Agreement For Subsurface Storage Of Gas 

shal l be amended to read: Llano agrees to pay the United States an i n j e c t i o n 

fee of $.0025 per MCF and a withdrawal fee of $.01 per MCF on two- f i f ths (2 /5 ths) 

of a l l gas injected or withdrawn from ^ _ r e s e r v o i r through any we l ls located on 

the Grama Ridge Unit Area or on Section 33,,-Township 21 South, Range 34 E a s t , or 

Sect ion 4 , Township 22 South, Range 34 Eas t , o r Sec t ion 10, Township 22 Sou th , 

Range 34. East , dur ing each ca lendar q u a r t e r ; prov.ded~T however, t h a t no w i t h ­

drawal fee s h a l l be requ i red on withdrawn gas considered to be indigenous r e s e r -

' o i r gas. Such q u a r t e r l y i n j e c t i o n and w i thd rawa l fees sha l l be pa id on or 

Defore 30 days a f t e r the end o f each ca lendar q u a r t e r . Llano f u r t h e r agrees 

to pay in advance annual storage fee of Sl ,23C.0C. Such oayment represents a 

owe .a ta n e r s j f ono on eacn • josequent ann ive rsary oate t h e r e a f t e r . 

SECTION 2: Llano agrees to prepay the royalty due on the balance of 

the 413 MMCr remaining recoverable reserves which have not been produced fron; 

tha Government "A" ilo. 1 we 11 as of the e f f e c t i v e date of this Amendment, such 

GEG 22 N 1: il' other orciolons of the Acreement -or Subsurface Storage 

Of Gas. "cr-ov; rottrsat'on. Grama Ri doe Area. Leo fount'/. New Mexico. Ho. 



IN WITNESS WHEREOF, the United.States, acting by and through the 

Secretary of the Interior, and Llano, by i ts President and Secretary-Treasurer, 

have executed the foregoing instrument and Llano has caused its corporate seal 

to be affixed on the date of execution. 

Acting 

THE UNITED STATES OF AMERICA 

By C\JL /</vO^ 
Cog Secretary of the Interior 

AUG-1? "totfi 

ATTEST:., 



STATE OF NEW MEXICO ) 
. ) SS 

COUNTY OF LEA ) 

The foregoing instrument was acknowledged before me this /^>&~' 

day of S ^ s t p A l J , > 1981, by Donald L. Garey , President 

of Llano, Inc . , a Mew Mexico corporation, on behalf of said corporat ion. 

v 

Notary Publ ic 

My Commss-ion.. .Expires: 


