BEFORE THE OIL CONSERVATION COMMISSION FOR THE STATE OF NEW MEXICO

IN THE MATTER OF THE APPLICATION OF
GREAT WESTERN DRILLING COMPANY,

A TEXAS CORPORATION, FOR APPROVAL OF

A UNIT AGREEMENT FOR THE DEVELOPMENT
AND OPERATION OF THE SOUTH CHACO UNIT
AREA, CONSISTING OF 46,123.08 ACRES,
MORE OR LESS, EMBRACING ALL OF TOWNSHIP
22 NORTH, RANGES 8 AND 9 WEST, N.M.P.M.,
SAN JUAN COUNTY, NEW MEXICO

CASE NO.

GREAT WESTERN DRILLING COMPANY, a Texas corporation, respectfully represents
to the Commission as follows:

1, That the 0il Comservation Commission of the State of New Mexico is author-
ized by an Act of Legislature of the State of New Mexico (Chapter 72, Laws of 1935,
as amended) to approve the operation and development of lands lying within the State
of New Mexico in accordance with a unit plan of development and operation;

2. That the unit area, approval of which is here sought, comprises the follow-

ing land situated in San Juan County, New Mexico, to wit:

New Mexico Principal Meridian
Township 22 North, Range 8 West
Sections 1 through 36: All;

ownshi (0) e est
Sections 1 through 36: All;
containing 46,123.08 acres, more or less;

3. That the proposed Unit Agreement, a copy of which is attached hereto and
made a part of this application for all purposes, approval of which is here sought,
has been filed with and approved as to form by the United States Geological Survey;

4. That Applicant is the owner and holder of a substantial portion of the
working interest in and under the lands sought to be embraced by the proposed Unit
Agreement and is the operator named in the Unit Agreement;

5. That the proposed Unit Agreement will, in principle, tend to promote the
conservation of oil and gas and the prevention of waste.

Applicant respectfully requests that notice issue in compliance with the rules
of the Commission and that this Petition be set down for hearing on March 14, 1956,
and for approval at the convenience of the Commission.

GREAT WESTERN DRILLING COMPANY

Its ent

Dated: February 15, 1956.



UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION
OF THE SOUTH CHACO UNIT AREA

COUNTY OF SAN JUAN, STATE OF NEW MEXICO
NOe / E -aZ'QQ‘ "zq-;g-

THIS AGREEMENT, made and entered into as of the _/@2 7P day of
;};%‘agzzgézﬁg 1955, by and between the parties subscribing, ratifying or
consenting hereto and herein referred to as the "parties hereto,"
¥FIINESSEIER:

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

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

WHEREAS, the Commissioner of Public Lands of the State of New Mexico
is authorized by an Act of the Legislature (Chapter 88 Laws of 1943) to consent
to and approve the development or operation of lands of the State of New Mexico
under this Agreement; and

WHEREAS, the rules and regulationa governing the leasing of restricted
allotted and tribal Indian lands for oil and gas exceplt allotments made to the
members of the five civilized tribes and Osage Indians in Oklahoma, promulgated
by the Secretary of the Interior (25 C.F.R. 189.24(c) ) under and pursuant to
the Aet of March 3, 1909, 35 Stat. 783, 25 U.S.C. Section 396 and the Tribal
Land Mineral leasing Act of May 11, 1938, 52 Stat. 347, 25 U.S.C. Section 396a
et seq., and the oil and gas leases covering said allotted and tribal Indian
lands provide for the commitment of such leases to a cooperative or unit plan
of development or operation; and

WHEREAS, the 0il Conservation Commission of the State of New Mexico
is authorized by an Act of the Legislature (Chapter 72 Laws of 1935, as amended

by Chapter 193, laws of 1937, Chapter 166, Laws of 1941, and Chapter 168, Laws



of 1949) to approve this Agreement and the conservation provisions hereof’;
and

WHEREAS, the parties hereto hold sufficient interest in the South
Chaco Unit Area covering the land hereinafter described to give reasonably
effective control of operations thereon; and

WHEREAS, it is the purpose of the parties hereto to conserve natural
resources, prevent waste and secure other benefits obtainable through development
and operation of the area subject to this Agreement under the terms, conditioms
and limitations herein set forth;

NOW, THBEREFORE, in consideration of the premises and the promises
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:

The Aet of February 25, 1920, as amended, supra, and all valid
pertinent regulations, imcluding operating and unit plan regulations, heretofore
issued thereunder or valid pertinent and reascnable regulations hereafter issued
thereunder are accepted and made a part of this Agreement as to federal lands,
provided such regulations are mot inconsistent with the terms of this Agreement;
as to Indian lands, the Acts of March 3, 1909, and May 11, 1938, supra, and all
valid pertinent regulations including operating and unit plam regulations
heretofore issued thereunder or valid pertinemt and reasonable regulations
hereafter issued thereunder are accepted and wade a part of this Agreement,
provided such regulations are not inconsistent with the terms of this Agreement;
and as to State of New Mexico lands, the oil apnd gas operating regulations in
effect as of the effective date hereof goverming drilling and producing operations
not inconsistent with the terms hereof or the laws of New Mexico are hereby ac-
cepted and made a part of this Agreement.

2. UNIT ABEA.
The following described land is hereby designated and recognized as

constituting the Unit Area:

Sections 1 through 36: All;



Sections 1 through 36: All;

containing 46,123.08 acres, more or less.

Exhibit "A" attached hereto is a map showing the Unit Area and the
boundaries and identity of tracts and leases in said area to the extent known
to the Unit Operator. Exhibit "B" attached hereto is a schedule showing to the
extent known to the Unit Operator the acreage, percentage, and kind of ownership
of oil and gas interests in all land in the unit area. However, nothing herein
or in said schedule or map shall be construed as a representation by any party
hereto as to the ownership of any interest other than sueh interest or interests
as are shown in said map or schedule as owned by such party. Exhibits "A" and "B"
shall be revised by the Unit Operator whenever changes in the unit area render
such revision necessary or when requested by the 0il and Gas Supervisor, herein-
after referred to as "Supervisor," or when requested by the Commissioner of
Public lands of the State of New Mexico, hereinafier referred to as "Staie
Commissioner," and not less than seven (7) copies of the revised exhibits shall
be filed with the Supervisor and one (1) copy thereof shall be filed with the
State Commissioner and one (1) copy with the New Mexico 0Oil Conservation
Commission, hereinafter referred to as "State Commission." The Commissioner
of Indian Affairs shall hereafter be referred to as the "Indian Commissioner."

The above described unit area shall, when practicable, be expanded
to include therein any additional tract or tracts regarded as reasonably
necessary or advisable for the purposes of this Agreement, or shall be contracted
to exclude lands not within any participating ares whenever such expansion or
contraction is necessary or advisable to conform with the provisions of this
Agreement. Such expansion or contraction shall be effected in the following
manner:

(a) Unit Operator, on its own motion or on demand of the Pirector
of the Geological Survey, hereinafter referred to as "Director," or on demand
of the State Commissioner, after preliminary concurrence by the Director, shall
prepare a notice of proposed expansion or contraction describing the con-
templated changes in the boundaries of the unit area, the reasons therefor,
and the proposed effective date thereof, preferably the first day of a month

subsequent to the date of notice.



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

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

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

(e) All legal subdivisions of unitized lands (i.e., 40 acres by
Government survey or its nearest lot or tract equivalent in instances of
irregular surveys, however, unusually large lots or tracts shall be considered
in multiples of 40 acres, or the nearest éliquot equivélent thereof, for the
purpose of elimination under this subsection), no parts of which are entitled
to be in a participating area within 5 years after the first day of the month
following the effective date of the first initial participating area established
under this Unit Agreement, shall be eliminated automatically from this Agree-
ment, effective as of the first day thereafter, and such lands shall no longer
be a part of the unit area and shall no longer be subject to this Agreement,
unless at the expiration of said 5-year period diligent drilling operations
are in progress on unitized lands not entitled to participation, in which event
all such lands shall remain subjeet hereto for so long as such drilling operations
are continued diligently, with not more than 90 days' time elapsing between the
completion of one such well and the commencement of the next such well, exgept
that the time allowed between such wells shall not expire earlier than 30 days
after the expiration of any period of time during which drilling operations are
prevented by a matter beyond the reasonable control of Unit Operator as set

forth in the section hereof entitled, "Unavoidable Delay"; provided that all



legal subdivisions of lands not in a partiecipating area and not entitled to
become participating under the applicable provisions of this agreement within
10 years after said first day of the month following the effective date of
said first initial participating area shall be eliminated as above specified.
Determination of creditable "Unavoidable Delay" *time shall be made by Unit
Operator and subject to approval of the Director. The Unit Operator shall,
within 90 days after the effective date of anﬁ elimination hereunder, describe
the area so eliminated to the satisfaction of the Director and promptly notify
all parties in interest.

If conditions warrant extension of the l0-year period specified in
this subsection 2{(e), a single extension of not to exceed 2 years may be
accomplished by consent of the owners of 90% of the current unitized working
interests and 60% of the current unitized bssic royalty interests (exclusive
of the basic royalty interests of the United States), on a total-nonparticipating-
acreage basis, respectively, with approval of the Director, provided such exten-
sion application is submitted to the Director not later than 60 days prior to
the expiration of said 10-year period.

Any expansion of the unit aree pursuant to this seetion which
embraces lands theretofore eliminated pursuant to this subsection 2(e) shall

not be considered automatic commitment or recommitment of such lands.

All land committed to this Agreement shall constitute land referred
to herein as "unitized land" or "land subject to this Agreem@nt," 411 oil
and gas in any and all formations of the unitized land are unitized under the
terms of this Agreement and herein are called "unitized substances."

4. UNIT QPERATOR.

Great Western Drilling Company, a Texas corporation with offices at
Midland, Texas, is hereby designated as Unit Operator and by signature hereto
as Unit Operator commits to this Agreement all interests in unitized substances
vested in it as set forth in Exhibit "B" hereto and agrees and comnsents to
accept the duties and obligations of Unit Operator for the discovery, devel-
opment and production of unitized substances as herein provided. Whenever
reference is made herein to the Unit Operator, such reference means the Unit

Onerator actine in that canaeity and not as an ocwmer of intereat in unitized



substances, and the term "working interest owner" when used herein shall include
or refer to Unit Operator as the owner of a working interest when such an

interest is owned by it.

Unit Operator shall have the right to resign at any time prior to the
establishment of a participating area or areas hereunder, but such resignation
shall not_become effective so as to release Unit Operator from the duties and
obligations of Unit Operator and terminate Unit Operator's rights as such for a
period of six (6) months after notice of intention to resign has been served by
Unit Operator on all working interest owners and the Director, the State
Commissioner and the State Commission, and until all wells then drilled hereunder
are placed in a satisfactory condition for suspension or abandonment, whichever
is required by the Supervisor as to federal and Indian lands and by the State
Commission as to state and privately-owned lands, unless a new Unit Qperatof
shall have been selected and approved and shall have taken over and assumed the
duties and obligations of Unit Operator prior to the expiration of said period.

Unit Operator shall have the right to resign in like manner and subject
to like limitations as above provided at any time a participating area estab-
lished hereunder is in existence, but, at any time for any reason whatsoever
there is no Unit Operator, until a successor Unit Operator is selected and
approved as hereinafter provided, the working interest owners shall be jointly
responsible for performance of the duties of Unit Operator, and shall not later
than thirty (30) days before resignation or removal becomes effective appoint
a common agent to represent them in any action to be taken hereunder.

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

The Unit Opérator may, upon default or failure in the performance
of its duties or obligations hereunder, be subject to removal by the same
percentage vote of the owners of working interests determined in like mannmer
as herein provided for the selection of a new Unit Operator. Such removal
shall be effective upon notice thereof to the Director, the State Commissioner
and the State Commission. If removal because of default or failure oceurs

during the existence of a participating area established hereunder, the working



interest owners jointly shall be responsible for performance of the duties of the
Unit Operator until a successor Unit Operator is selected and approved as‘herein

provided and shall, not later than the effective date of such removal, appoint a

common agent to represent them in any action to be taken hereunder.

The resignation or removal of Unit Operator under this Agreement shall
not terminate its right, title, or interest as the owner of a working interest or
other interest in unitized substances, but upon the resignation or removal of Unit
Operator becoming effective such Unit Operator shall deliver possession of all equip-
ment, materials and appurtenances used in conducting the unit operations and owned
by the working interest owners to the new duly qualified successor Unit Operator or
to the owners thereof if no such new Unit Operator is elected, to be used for the
purpose of conducting unit operations hereunder. Nothing herein shall be construed
as authorizing removal of any material, equipment and appurtenances needed for the
preservation of any wells.,

6. SUCCESSOR UNIT OPERATOR.

Whenever the Unit Operator shall tender his or its resignation as Unit
Operator or shall be removed as hereinabove provided, the owners of the working
interests in the participating area or areas according to their respective acreage
interests in such participating area or areas, or until a participating area shall
have been established, the owners of the working interests according to their
respective acreage interests in all unitized land, shall by majority vote select
a successor Unit Operator; provided, that, if a majority but less than seventy-
five percent (75%) of the working interests qualified to vote are owned by one
party to this Agreement, a concurring vote of sufficient additional working
interest owners shall be required so as to constitute in the aggregate not less
than seventy-five percent (75%) of the total working interests in order to select
a new operator. Such selection shall not become effective until (a) a Unit Opera-
tor so selected shall accept in writing the duties and responsibilities of Unit
Operator, and (b) the selection shall have been approved by the Director and State
Commissioner. If no successor Unit Operator is selected and qualified as herein
provided, the Director and State Commissioner at their election may declare this
Unit Agreement terminated.

7. ACCOUNTING PROVISIQNS AND UNIT OPERATING AGREEMENT.
If the Unit Operator is not the sole owner of working interests,

costs, and expenses incurred by Unit Operator in conducting unit operations



hereunder shall be paid in the first instance by Unit Operator and such costs
and expenses so paid by Unit Operator shall be apportioned among and borne by
the owners of working interests and the Unit Operator reimbursed, all in accord-
ance with the agreement or agreements entered into by and between the Unit
Operator and the owners of working interests, whether one or more, separately
or collectively. Any agreement or agreements, entered into beiween the working
interest owners and the Unit Qperatof as provided in this section, whether one
or more, are herein referred to as the "unit operating agreement." Such unit
operating agreement shall also provide the manner in which the working interest
owners shall be entitled to receive their respective proportionate and allocated
share of the benefits accruing hereto in conformity with their underlying
operating agreements, leases, or other independent contracts, and such other
rights and obligations as between Unit Operator and the working interest owners
as may be agreed upon by Unit Operator and the working interest owmers; however,
no such unit operating agreement shall be deemed either to modify any of the
terms and conditions of this Unit Agreement or to relieve the Unit Operator of
any right or obligation established under this Unit Agreement, and in case of
any inconsistency or eonflict.betueen the Unit Agreement and the unit operating
agreement, this Unit Agreement shall prevail. Three true copies of any unit
operating agreement executed pursuant to this section should be filed with the
Supervisor prior to approval of this Agreement.

Notwithstanding any provision contained herein to the contrary, each
working interest owner shall have the right to take such owner's proportionate
share of the unitized substances in kind or to personally sell or dispose of
the same, and nothing herein contained shall be construed as giving or granting
to the Unit Operator the right to sell or otherwise dispose of the proportionate
share of any working interest owner without specific authorization from time to
time so to do.

8. RIGHIS BLIGATIONS IT O TOR.

Except as otherwise specifically provided herein, the exclusive right,
privilege, and duty of exercising any and all rights of the parties hereto which
are necessary or convenient for prospecting for, producing, storing, allocating,
and distributing the unitized substances are hereby delegated to and shall be

exercised by the Unit Operator as herein provided. Acceptable evidence of titile



to said rights shall be deposited with said Unit Operator and, together with
this Agreement, shall constitute and define the rights, privileges, and
obligations of Unit Operator., Nothing herein, however, shall be construed to
transfer title to any land or to any lease or operating agreement, it being
understood that under this Agreement the Unit Operator, in its capacity as Unit
Operator, shall exercise the rights of possession and use vested in the parties
hereto only for the purposes herein specified.
9. DRILLING TO DISCOVERY.

Within six (6) months after the effective date hereof, Unit Operator
shall begin to drill two (2) initial test wells, i.e., one in T. 22 N., R. 8 W.,
and one in T. 22 N., R. 9 W., at locations approved by the Supervisor if on
federal or Indian land, or the State Commission if on state or privately-owned
land, unless on such effective date a well is being drilled conformably with the
terms hereof, and thereafter continue such drilling diligently until the base of
the Dakota formation has been tested in each of said two (2) wells or the Unit
Operator shall at any time establish toethe satisfaction of the Supervisor if
on federal or Indian land, or the State Commissioner if on state land,or the
State Commission If on privately-owned land that the further drilling of any or
all of said wells would be unwarranted or impracticable; provided, however, that
Unit Operator shall not in any event be required to drill said wells to a depth
in exceés of five thousand seven hundred (5,700) feet. Not later than six (6)
months after the respective completion of each of said initial test wells, Unit
Operator shall begin to drill a second Dakota test well in each of said town-
ships, and continue such drilling diligently to completion as aforesaid. The
four (4) exploratory test wells required herein shall be located not less than
one mile from each other and shall be drilled without extensions of time for
commencement thereof, and regardless of whether discovery of unitized substances
in paying quantities (to wit: quantities sufficient to repay the costs of
drilling, and producing operations, with a reasonable profit) is made in any
one or all of said wells.

After completion of the four (4) wells specified in the foregoing
paragraph and until the discovery of a deposit of unitized substances capable
of being produced in paying quantities, Unit Operator shall continue drilling

diligently one well at a time, allowing not more than six (6) months between
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the completion of one well and the beginning of the next well, until a well
capable of producing unitized substances in paying quantities is completed to
the satisfaction of the Supervisor, if on federal or Indian land, the State
Commissioner, if on state land, or the State Commission, if on private land,
or until it is reasonably proved that the unitized land is incapable of
producing unitized substances in paying quantities in the formations drilled
hereunder. Nothing in this section shall be deemed to limit the right of Unit
Operator to resign as provided in Section 5 hereof, or as requiring Unit
Operator to commence or to continue any drilling during the period pending such
resignation becoming effective in order to comply with the requirements of this
section. After the completion of said four (4) required wells, the Director
and State Commissioner may modify the drilling requirements of this section by
granting reasonable extensions of time when, in their opinion, such action is
warranted.

Upon failure to comply with the drilling provisions of this section,
the Director and the State Commissiocner may, after reasonable notice to the
Unit Operator, and each working interest owner, lessee, and lessor at their

last known addresses, declare this Unit Agreement terminated.

Within six (6) months after the completion of a well capable of
producing unitized substances in paying quantities, the Unit Operator shall
submit for the approval of the Supervisor, the State Commissioner and the
State Commission an acceptable plan of development and operation for the
unitized land which, when approved by the Supervisor, the State Commissioner
and the State Commission shall congtitute the further drilling and operating
obligations of the Unit Operator under this Agreement for the period specified
therein. Thereafter, from time to time before the expiration of any existing
plan, the Unit Operator shall submit for the approval of the Supervisor, the
State Commissioner and the State Commission, a plan for an additional specified
period for the development and operation of the unitized land. Any plans
submitted pursuant to this seetion shall provide for the exploration of the
unitized area and for the diligent drilling necessary for determination of
the area or areas thereof capable of producing unitized substances in paying

quantities in each and every productive formation and shall be as complete
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and adequate as the Supervisor and the State Commissioner and the State Commission
may determine to be necessary for timely development and proper conservation of the
cil and gas resources of the unitized area and shall (a) specify the number and
locations of any wells to be drilled and the proposed order and time for such drill-
ing; and (b) to the extent practicable specify the operating practices regarded as
necessary and advisable for proper conservation of natural resources. Separate
plans may be submitied for separate productive zones, subject to the approval of
the Supervisor, the State Commissioner and the State Commission. Said plan or
plans shall be modified or supplemented when necessary to meet changed conditions or
to protect the interests of all parties to this Agreement. Reasonsble diligence shall
bé exercised in complying with the obligations of the approved plan of development.
The Supervisor and State Commissioner are authorized to grant a reasonable
extension of the six (6) months period herein prescribed for submission of an
initial plan of development where such action is justified because of unusual
conditions or circumstances. After completion hereunder of a well capable of
producing oil or gas in paying quantities, no further wells, except such as may be
necessary to afford protection against operations not under this Agreement, or
such undrilled initial test wells specified in Section 9 above, or such as may be
specificeally approved by the Supervisor and the State Commissioner shall be drilled
except in accordance with a plan of development approved a&s herein provided.

11.

Upon completion of a well capable of producing unitized substances in pay-
ing quantities, the Unit Operator shall, within the month of completion, if prac-
ticaeble, or as soon thereafter as required by the Supervisor or the State Commis-
sioner, submit for approval by the Supervisor, the State Commissioner and the State
Commission, a schedule based on subdivisions of the public land survey or aliquot
parts thereof, of all unitized land then regarded as reasonably proved to be produc-
tive of unitized substances in paying quantities; all land in said schedule, on
approval of the Supervisor, the State Commissioner and the State Commission to con-
stitue a participating area, effective as of the date of completion of such well,
or the effective date of this Unit Agreement, whichever is later. Said schedule
shall set forth the percentage of unitized substances to be allocated as herein
provided, to each unitized tract in the participating areas so established, and said
schedule shall govern the allocation from and after the date the participating area

becomes effective. A separate participating area shall be established in like manmer
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for each separate pool or deposit of unitized substances, or for any group thereof
produced as a single zone or pool, and any two or more participating areas so
established may be combined into one with the consent of the owners of all work-
ing interest of the lands so to be combined and the approval of the Supervisor,
the State Commissioner and the State Commission. The participating area or
areas so established and approved shall be revised from time to time, subject

to like approval, whenever such action appears proper as a result of further
drilling operations or otherwise to include additional land then regarded as
reasonably proved to be productive in paying quantities, or to exclude land
then regarded as reasonably proved not to be productive, and the percentage

of allocation shall also be revised accordingly. The effective date of any
revision shall be the first of the month in which is obtained the knowledge or
information on which such revision is predicated, provided, however, that a

more appropriate effective date may be used if justified by the Unit Operator
and approved by the Director. No land shall be excluded from a participating
area on account of depletion of the unitized substances.

It is the intent of this section that a participating area shall
represent the area known or reasonably estimated to be productive in paying
quantities, but regardless of any revision of the participating area, nothing
herein contained shall be construed as requiring any retroactive adjustment
for production obtained prior to the effective date of revision of the partic-
ipating ares.

In the absence of agreement at any time between the Unit Operator and
the Director, the State Commissioner and the State Commission as to the proper
definition or redefinition of a participating area, or until a participating
area has, or areas have, been established as provided herein, the portion of
all payments affected thereby may be impounded in a manner mutually acceptable
to the owners of working interests, except royalties due the United States,

Indians and the State of New Mexico, which shall be determined by the Supervisor

for federal or Indian lands and the State Commissioner for state lands and the
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amount thereof deposited as directed by the Supervisor and the State Commissioner
respectively to be held as unearned money until a participating area is finally
appfoved and then applied as earned or returned in accordance with a determination
of the sum dque as federal, Indian and state royalty on the basis of such approved
participating area.

Whenever it is determined, subject to the approval of the Supervisor
as to wells drilled on federal and Indian land and of the State Commissioner
as to wells drilled on state land, and the State Commission as to wells on
privately-owned land, that a well drilled under this Agreement is not capable
of production in paying quantities and inclusion of the land on which it is
situvated in a participating area is unwarranted, production from such well
shall, for the purposes of settlement among royalty interest owners, be
allocated to the land on which the well is located so long as such land is
not within a participating area established for the pool or deposit from which
such production is obtained. Settlement for working interest benefits from
such a well shall be made as provided in the unit operating agreement.

1. ON_OF PRODU N

A1l unitized substances produced from each participating area estab-
lished under this Agreement, except any partthereof used in conformity with
good operating practices within the unitized area for drilling, operating,
camp and other production or development purposes, for repressuring or
recycling in accordance with a plan of development approved by the Supervisor,
the State Commissioner and the State Commission, or unavoidably lost, shall
be deemed to be produced equally on an acreage basis from the several tracts
of unitized land of the participating area established for such production
and, for the purpose of determining any benefits accruing under this Agreement,
each such tract of unitized land shall have allocated to it such percentage
of said production as the number of acres of such tract included in said
participating area bears to the total acres of unitized land in said
participating area, except that allocation of production hereunder for
purposes other than for setilement of the royalty, overriding royalty, or
payment out of production obligations of the réspective working interest
owners, shall be on the basis prescribed in the unit operating agreement

whether in conformity with the basis of allocation herein set forth or



otherwise. It is hereby agreed that production of unitized substances from a
participating area shall be allocated as provided herein regardless of whether
any wells are drilled on any particular part or tract of said participating
area. If any gas produced from one participating area is used for repressuring
or recycling purposes in another participating area, the first gas withdrawn
from such last mentioned participating area for sale during the life of this
Agreement shall be considew#d to be the gas so transferred until an amount
equal to that transferred shall be so produced for sale and such gas shall be
allocated to the participating area from which initially produced as constituted
at the time of such final production.

13.

Any party or parties hereto owning or éontrolling the working interests
or a majority of the working interests in any unitized land having thereon a
regular well location may, with the approval of the Supervisor as to federal or
Indian land, and the State Commission as to state land and privately-owned land,
and subject to the provisions of the unit operating agreement, at such party's
sole risk, cost, and expense drill a well to test any formation for which a
participating area has not been established or to test any formation for which
a participating area has been established if such location is not within said
participating area, or drill any well not mutually agreed to by all interested
parties, unless within ninety (90) days of receipt of notice from said party of
his intention to drill the well the Unit Operator elects and commences to drill
such well in like manner as other wells are drilled by the Unit Operator under
this Agreement.

If any well drilled as aforesaid by a working interest owner results
in production such that the land upon which it is situated may properly be
included in a participating area, such participating area shall be established
or enlarged as provided in this Agreement, and the party or parties paying
the cost of drilling such well shall be reimbursed as provided in the unit
operating agreement for the cost of drilling such well, and the well shall
thereafter be transferred to and operated by Unit Operétor in accordance with
the terms of this Agreement and the unit operating agreement.

If any well drilled as aforesaid by a working interest owner obtains

production in quantities insufficient to justify the inclusion in a participating
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area of the land upon which such well is situated, such well may be operated
and produced by the party drilling the same subject to the conservation require-
ments to this Agreement. The royalties in amount or value of production from
any such well shall be paid as specified in the underlying lease and agreements
affected.

14. RO SE NT.

The United States, the Indians and the State of New Mexico and all
royalty owners who, under existing contracts, are entitled to take in kind a
share of the substances now unitized hereunder produced from any tract, shall
hereafter be entitled to the right to take in kind their share of ihe unitized
substances allocated to such tract, and Unit Operator, or in case of the operation
of a well by a working interest owner as herein in special cases provided for,
such working interest owner, shall make deliveries of such royalty share taken
in kind in conformity with the applicable contracts, laws, and regulationms.
Settlement for royalty interest not taken in kind shall be made by working
interest owners responsible therefor under existing contracts, laws, and
regulations, on or before the last day of each month for unitized substances
produced during the preceding calendar month; provided, however, that nothing
herein contained shall operate to relieve the lessees of any land from their
respective lease obligations for the payment of any royalties due under their
leases.

If gas obtained from lands not subject to this Agreement is introduced
into any participating area of the lands being operated hereunder, for use in
repressuring, stimulation of production, or increasing ultimate recovery, which
shall be in conformity with a plan first approved by the Supervisor, the State
Commissioner and the State Commission, a like amount of gas, after settlement
as herein provided for any gas transferred from any other participating area
and with due allowance for loss or depletion from any cause, may be withdrawn
from the formation into which the gas was introduced, royalty free as to dry
gas, but not as to the products extracted therefrom; provided that such with-
drawal shall be at such time as may be provided in the plan of operations or
as may otherwise be consented ito by the Supervisor, the State Commissioner and

the State Commission as conforming to good petroleum engineering practice; and
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provided further, that such right of withdrawal shall terminate on the termination
of this Unit Agreement.

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

Royalty due on account of state and privately-owned lands shall be
computed and paid on the basis of all unitized substances allocated to such
lands,

15, RENTAL SETTLEMENT.

Rental or minimum royalties due on leases committed hereto shall be
paid by working interest owners responsible therefor under existing contracts,
laws, and régulationsy provided that nothing herein contained shall operate to
relieve the lessees of any land from their respective lease obligations for the
payment of aﬁy rental or minimm royalty in lieu thereof due under their leases.
Rental or minimum royalty for lands of the United States and Indian lands subject
to this Agreement shall be paid at the rate specified in the respective leases
from the United States and Indians unless such rental or minimum royalty is
waived, suspended, or reduced by law or by approval of the Secretary or his
duly authorized representative.

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

With respect to any committed lease on non-federal or non-Indian
land containing provisions which would terminate such lease unless drilling
operations were within the time therein specified commenced upon the land
covered thereby or rentals paid for the privilege of deferring such drilling
operations, the rentals required thereby shall, notwithstanding any other

provision of this Agreement, be deemed to accrue and become payable during
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the term thereof as extended by this Agreement and thereafter until the required
drilling operations are commenced upon the land covered thereby or some poriion
of such land is inecluded within a participating area.

16. CONSERVATION,

Operatioﬁs hereunder and production of unitized substances shall be
conducted to provide for the most economical and efficient recovery of said
substances without waste, as defined by or pursuant to state or federal law or
regulation.

17. DRAINAGE.

The Unit Operator shall take appropriate and adequate measures to
prevent drainage of unitized substances from unitized land by wells on land not
subject to this Agreement, including wells on adjacent unit areas, or with the
consent of the Director oﬁ the State Commissioner, respectively, pursuant to
applicable regulations pay a fair and reasonable compensatory royalty as deter-
mined by the Supervisor for federal or Indian lands or as approved by the State
Commissioner for state lands.

18.

The terms, conditions, and provisions of all leases, subleases, and
other contracts relating to exploration, drilling, development, or operation
for oil or gas of lands committed to this Agreement are hereby expressly
modified and amended to the extent necessary to meke the same conform to the
provisions hereof, but otherwise to remain im full force and effect; and the
parties hereto hereby consent that the Secretary as to federal and Indian
leases and the State Commissioner as to state leases shall and each by his
approval hereof, or by the approval hereof by his duly authorized representative,
does herby establish, alter, change, or revoke the drilling, producing, rental,
minimum royalty, and royaliy requirements of federal, Indian and state leases
comnitted hereto and the regulations in respect thereto to conform said
requirements to the provisions of this Agreement, and, without limiting the
generality of the foregoing, all leases, subleases, and contracts are particularly
modified in accordance with the following:

(a) The development and operation of lands subject to this Agreement
under the terms hereof shall be deemed full performance of all obligations for

development and operation with respect to each and every part or separately
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owned tract subject to this Agreement, regardless of whether there is any devel-
opment of any particular part or tract of the unit area, notwithstanding anything
to the contrary in any lease, operating agreement or other coniract by and between
the parties hereto, or their respective predecessors in interest, or any of them.

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

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

(d) Each lease, sublease or contract relating to the exploration,
drilling, development or operation for oil or gas of lands other than those of
the United States and the Indians, committed to this Agreement, which, by its
terms might expire prior to the termination of this Agreement, is hereby extended
beyond any such term so provided therein so that it shall be continued in full
force and effect for and during the term of this Agreement. Termination of this
Agreement shall not affect any lease which, pursuant to the terms thereof or
applicable law, shall continue in full force and effect thereafter.

(e) Any federal lease for a fixed term of twenty (20) years or any
renewal thereof or any part of such lease which is made subject to this Agreement
shall continue in force beyond the term provided therein until the termination
hereof. Any other federal or Indian lease committed hereto shall continue in
force beyond the term so provided therein or by law as to the committed land
so long as such land remains subject hereto, provided that production is had
in paying quantities under this Agreement prior to the expiration date of the
term of such lease,

(f) Each sublease or contract relating to the operation and devel-
opment of unitized substances from lands of the United States, or the Indians,
committed to this Agreement, which by its terms would expire prior to the

time at which the underlying lease, as extended by the immediately preceding
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paragraph, will expire, is hereby extended beyond any such term so provided therein
so that it shall be continued in full force and effect for and during the term of
the underlying lease as such term is herein extended.

(g) The segregation of any federal lease committed to this Agreement
is governed by the following provision in the fourth paragraph of Sec. 17(b) of
the Act, as amended by the Act of July 29, 1954, (68 Stat. 583, 585): '"Any
(federal) lease hereafter committed to any such (unit) plan embracing lands that
are in part within and in part outside of the area covered by any such plan shall
be segregated into separate leases as to the lands committed and the.lands not
committed as of the effective date of unitization: Provided, however, That any
such lease as to the nonunitized portion shall continue in force and effect for
the term thereof but for not less than two years from the date of such segregation
and so long thereafter as oil or gas is produced in paying quantities.”

(h) Any lease, other than a federal leasg, having only a portion
of its lands commiited hereto shall be segregated as to the portion committed
and the portion not committed, and the provigsions of such lease shall apply
separately to such segregated portions commencing as of the effective date
hereof. In the event any such lease provides for a lump-sum rental payment,
such payment shall be prorated between the portions so segregated in proportion
to the acreage of the respective tracts. Provided, however, notwithstanding
any of the provisions of this Agreement to the contrary, any lease embracing
lands of the State of New Mexico having only a portion of its lands committed
hereto shall continue in full force and effect beyond the term provided therein
as to all lands embraced in such lease, if unitized substances are discovered
and are capable of being produced in paying quantities from some part of the
lands embraéed in such lease, or from & well spacing unit defined or approved
by the Commission including some part of fhe lands embraced in such lease,
comnitted to this Agreement, or if production in paying quantities is being
produced from some part of the lands embraced in such lease outside this unit
area, at the expiration of the secondary term of such lease; or if, at the
expiration of the secondary term, the lessee or the Unit Operator is then
engaged in bona fide drilling or reworking operations on some part of the
lands embraced in such lease, or on a well spacing unit defined or approved by

the Commisgion includinge some part of the landgs embraced in such lease. the



same as to all lands embraced therein shall remain in full force and effect so
long as such operations are being diligently prosecuted, and if they result in
the production of unitized substances, said lease shall continue in full force
and effect as to all lands embraced therein, and so long thereafter as unitized
substances in paying quantities are being produced from any portion of said
lands.

19. COVENANTS RUN WITH LAND.

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

20, EFFEC D

This Agreement shall become effective upon approval by the Indian
Commissioner, the Director, and the State Commissioner, or their duly authorized
representatives, and shall terminate on July 1, 1960, unless {a) such date of
expiration is extended by the Director and State Commissioner, or (b) it is
reasonably determined prior to the expiration of the fixed term or any
extension thereof that the unitized land is incapable of production of unitized
substances in paying quantities in the formations tested hereunder and after
notice of intention to terminate the Agreement on such ground is given by the
Unit Operator to all parties in interest at their last known addresses, the
Agreement is terminated with the approval of the Director and State Commissioner,
or (c) a valuable discovery of unitized substances has been made on unitized
land during said initial term or any extension thereof, in which event the
Agreement shall remain in effect for such term and so long as unitized sub-
stances can be produced in paying quantities, i.e., in this particular instance
in quantities sufficient to pay for the cost of producing same from wells on

unitized land within anv participating area established hereunder and. should



production cease, so long thereafter as diligent operations are in progress

for the restoration of production or discovery of new production and so long
thereafter as the unitized substances so discovered can be produced as aforesaid,
or (d) it is terminated as heretofore provided in this Agreement.

This Agreement may be terminated at any time by not less than seventy-
five (75) per centum, on an acreage basis, of the owners of working interests
signatory hereto, with the approval of the Director and State Commissioner;
notice of any such approval to be given by the Unit Operator to all parties
hereto.

21. RATE OF PROSPECTING, DEVELOPMENT, AND PRODUCTION.

A1]1 production and the disposal thereof shall be in conformity with
allocations and quotas made or fixed by any duly authorized person or regulatory
body under any federal or state statute. The Director is hereby vested with
authority to alter or modify from time to time, in his discretion, the rate of
prospecting and development and within the limits made or fixed by the State
Commigsion to alter or modify the quantityfand rate of production under this
-Agreement, such authority being hereby limited to alteration or modification
in the public interest, the purpose thereof and the public interest to be
served thereby to be stated in the order of alteration or modification;
provided, further, that no such alteration or modification shall be effective
as to any land of the State of New Mexico as to the rate of prospecting and
development in the absence of the specific written approval thereof by the
State Commissioner and as to any lands of the State of New Mexico or privately-
owned lands subject to this Agreement as to the quantity and rate of production
in the absence of specific written approval thereof by the State Commission.

Powers in this section vested in the Director shall only be exercised
after notice to Unit Operator and opportunity for hearing to be held not less
than fifteen (15) days from notice.

22. CONFLICT OF SUPERVISION.

Neither the Unit Operator nor the working interest owners nor any of
them shall be subject to any forfeiture, termination or expiration of any rights
hereunder or under any leases or contracts subject hereto, or to any penalty or
liability on account of delay or failure in whole or in part to comply with any

applicable provision thereof to the extent that the said Unit Operator, working
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interest owners or any of them are hindered, delayed or prevented from complying
therewith by reason of failure of the. Unit Operator to obtain, in the exercise
of due diligence, the concurrence of proper representatives of the United States
and proper representatives of the State of New Mexico in and about any matters
or thing concerning which it is required herein that such concurrence be obtained.
The parties hereto, including the State Commission, agree that all powers and
authority vested in the State Commission in and by any provisions of this
contract are vested in the State Commission and shall be exercised by it pursuant
to the provisions of the laws of the State of New Mexico and subject in any case
to appeal or judicial review as may now or hereafter be provided by the laws of
the State of New Mexico.,

23. APPEARANCES.

Unit Operator shall, after notice to other parties affected, have the
right to appear for or on behalf of any and all interests affected hereby before
the Department of the Interior, the Commissioner of Public Lands and the New
Mexico 0il Conservation Commission and to appesl from orders issued under the
regulations of said Department, the State Commission or State Commissioner,
or to apply for relief from any of said regulations or in any proceedings
relative to operations before the Department of the Interior, the State
Commissioner or State Commission, or any other legally constituted authority;
provideé, however, that any other interested party shall also have the right at
his own expense to be heard in any such proceeding.

24. NOTICES.

A1l notices, demands or statements required hereunder to be given or
rendered to the parties hereto shall be deemed fully given if given in writing
and personally delivered to the party or sent by postpaid reéistered mail,
addressed to such partiy or parties at their respective addresses set forth in
connection with the signatures hereto or to the ratification or consent hereof
or to such other address as any such party may have furnished in writing to
party sending the notice, demand or statement.

25. WA QOF CE N .

Nothing in this Agreement contained shall be construed as a waiver

by any party hereto of the right to assert any legal or constitutional right

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

26. UNAVOIDABLE DETAY,

A1l obligations under this Agreement requiring the Unit Operator to
commence or continue drilling or to operate on or produce unitized substances
from any of the lands covered by this Agreement shall be suspended while, but
only so long as, the Unit Operator despite the exercise of due care and diligence
is prevented from complying with such obligations, in whole or in part, by
strikes, acts of God, federal, state, or municipal law or agencies, unavoidable
accidents, uncontrollable delays in transportation, inability to obtain
necessary materials in open market, or other matters beyond the reasonable
control of the Unit Operator whether similar to matters herein enumerated or not.

27. FAIR FMPTOYMENT.

In connection with the performsnce of work under this Agreement, the
Unit Operator agrees not to discriminate against any employee or applicant for
employment because of race, religion, color, or national origin. The aforesaid
provision shall include, but not be limited to, the following: employment,
upgrading, demotion, or transfer; recruitment or recruitment advertising, layoff
or termination; rates of pay or other forms of compensation; and selection for
training, including apprenticeship. The Unit Qgerator agrees to post hereafter
in conspicuous places, available for employees and applicants for employment,
notices to be provided by the contracting officer setting forth the provisions
of the nondiscrimination clause.

The Unit Operator agrees to insert the foregoing provision in all
subcontracts hereunder, except subcontracts for standard commercial supplies
or raw materials.

28. 10SS OF TITLE.

In the event title to any tract‘of unitized land shall fail and the
true owner cannot be induced to Jjoin in this Unit Agreement, so that such tract
ig not committed to this Unit Agreement, or the operation thereof hereunder
becomes impractical as a result thereof, such tract shall be automatically
regarded as not committed hereto and there shall be such readjustment of future

costs and benefits as may be required on account of the loss of such title. 1In
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the event of a dispute as to title as to any royaliy, working interest, or
other interests subject thereto, payment or delivery on account thereof may

pe withheld without 1iability for interest until the dispute is finally settled;
provided, that, as to federal, Indian and state land or leases, no payments of
funds due the United States, Indians or the State of New Mexico should be with-
held, but such funds of the United States shall be deposited as directed by the
Supervisor, and such funds of the State shall be deposited as directed by the
State Commissioner, to be held as unearned money pending final settlement of
the title dispute, and then applied as earned or returned in accordance with
such final settlement.

Unit Operator as such is relieved from any responsibility for any
defect or failure of any title hereunder.

29. NON-JOINDER AND SUBSEQUENT JOINDER.

If the owner of any subsiantial interest in a tract within the unit
area fails or refuses to subscribe or consent to this Agreement, the owner of
the working interest in that tract may withdraw said tract from this Agreement
by written notice to the Director, the State Commissioner and the Unit Operator
prior to the approval of this Agreement by the Director. Any such tract not
80 withdrawn shall be considered as unitized, and any necessary adjustments
of royalty occasioned by failure of the rojalty and record owner to join will
be for the account of the corresponding working interest owner. Any oil or
gas interests in lands within the unit area not committed hereto prior to
submigsion of this Agreement for final approval may thereafter be committed
hereto by the owner or owners thereof subscribing or consenting to this
Agreement, and, if the interest is a working interest, by the owner of such
interest also subseribing to the unit operating agreement. After operations
are commenced hereunder, the right of subsequent joinder, as provided in this
section, by a working interest owner is subject to such requirements or
approvals, if any, pertaining to such joinder, as may be provided for in the
unit operating agreement. After final approval hereof, joinder by a non-
working interest owner must be consented to in writing by the working interest
owner committed hereto and responsible for the payment of any benefits that
may accrue hereunder in behalf of such non-working interest. Prior to final

approval hereof, joinder by any owner of a non-working interest must be
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accompanied by appropriate joinder by the owner of the corresponding working
interest in order for the interest to be regarded as effeciively committed
hereto, Joinder to the Unit Agreement by a working-interest owner, at any
time, must be accompanied by appropriaste joinder to the unit operating
agreement, if more than one committed working-interest owner is involved,
in order for the interest toc be regarded as effectively committed to this Unit
Agreement. Except as may otherwise herein be provided, subsequent joinders to
this Agreement shall be effective as of the first day of the month following
the filing with the Supervisor, the Siate Commissioner and the State Commission
of duly executed counterparts of all or any papers necessary to establish
effective commitment of any tract to this Agreement unless objection to such
joinder is duly made within sixty (60} days by the Director, State Commissioner
or State Commission.

30. COUNTERPARTS.

This Agreement may be executed in any number of counterparts, no one
of which needs to be executed by all psrties, or may be ratified or consented
to by separate instrument in writing specifically referring hereto and shall
be binding upon all those parties who have executed such a counterpart,
ratification, or consent hereto with the same force and effect as if all such
parties had signed the same document and regardless of whether or not it is
executed by all other parties owning or claiming an interest in the lands
within the above-described unit ares.

31. S NDER.

Nothing in this Agreement shall prohibit the exercige by any working
interest owner of the right to surrender vested in such party in any lease,
sublease, or operating agreement as to all or any part of the lands covered
thereby, provided that each party who will or might acquire such working
interest by such surrender or by forfeiture as hereafter set forth, is bound
by the terms of this Agreement.

If as a result of any such surrender, the working interest rights
as to such lands become vested in any party other than the fee owner of the
unitized substances, said party shall forfeit such rights and no further
benefits from operations hereunder as to said land shall accrue to such

party, unless within ninety (90) days thereafter said party shall execute



this Agreement and the unit operating agreement as to the working interest acquired
through such surrender, effective as though such land had remained continuously
subject to this Agreement and the unit coperating agreement. And in the event such
agreements are not so executed, the party next in the chain of title shall be

and become the owner of such working interest at the end of such ninety (90)

day period, with the same force and effect as though such working interest had
been surrendered to such party.

If as the result of any such surrender or forfeiture the working
interest rights as to such lands become vested in the fee owner of the unitized
substances, such owner may:

(1) Execute this Agreement and the unit operating agreement as a
working interest owner, effective as though such land had remained continuously
subject to this Agreement and the unit operating agreement.

(2) Again lease such lands but only under the condition that the
holder of such lease shall within thirty (30Q) days after such lsnds are so
leased execute this Agreement and the unit operating agreement, effective as
though such land had remained continuously subject to this Agreement and the
unit operating agreement.

(3) Operate or provide for the operation of such land independently
of this Agreement as to any part thereof or any oil or gas deposits therein
not then inecluded within a participating areé.

If the fee owner of the unitized substances does not execute this
Agreement and the unit operating agreement as a working interest owner or
again lease such lands as above provided, within six (6) months after any
such surrender or forfeiture, such fee owner shall be deemed to have waived
the right to execute the unit operating agreement or lease such lands, and to
have agreed, in consideration for the compensation hereinafter provided,
that operations hereunder shall not be affected by such surrender.

For any period the working interest in any lands are not expressly
committed to the unit operating agreement as the result of any such surrender
or forfeiture, the benefits and obligations of operations aceruing to such
lands under this Agreement and the unit operating agreement shall be shared

by the remaining owners of unitized working interest in accordance with their
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respective participating working interest ownerships, and such owners of working
interests shall compensate the fee owner of unitized substances in such lands
by paying sums equal to the rentals, minimum royalties, applicable to such

lands under the lease in effect when the lands were unitized, as to such
participating area or areas.

Upon commitment of a working interest to this Agreement and the unit
operating agreement as provided in this section, an appropriate accounting and
settlement shall be made, to reflect the retroactive effect of the commitment,
for all benefits accruing to or payments and expenditures made or incurred on
behalf of such surrendered working interest during the period between the date
of surrender and the date of recommitment, and payment of any moneys found to
be owing by such an accounting shall be made as between the parties then
signatory to the unit operating agreement and this Agreement within thirty
(30) days after the recommitment. The right to become a party to this Agreement
and the unit operating agreement as a working interest owner by reason of a
surrender or forfeiture as provided in this section shall not be defeated by
the non-existence of a unit operating agreement and in the event no unit
operating agreement is in existence and a mutually acceptable agreement between
the proper parties thereto cannot be consummated, the Supervisor and State
Commissioner may prescribe such reasonable and equitable agreement as they
deem warranted under the circumstance,

Nothing in this section shall be deemed to limit the right or
joinder of subsequent joinder to this Agreement as provided elsewhere in
this Agreemeni. The exercise of any right vested in a working interest
owner to reassign such working interest to the party from whom obtained shall
be subject to the same conditions as set forth in this section in regard to

the exercise of a right to surrender.

UNIT OPERATOR AND WORKING INTEREST OWNER
GREAT WESTERN DRILLING COMPANY

vate:_teecaidty p7 jgiT oy L oAl

President

ATTEST:

/Q;E%IQV(P_g;;%tﬂlfékn¢<_,g;;}/ff
Assi T Secret
P. 0. Box 16g§éﬁ/ arzz::>/

Midland, Texas
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OTHER WORKING INTEREST OWNERS

THREE STATES NATURAL GAS COMPANY

",

P

Date: /"’/3’9//4 LA\\ M/\YAAM
' qué/' esident
ATTEST: M \\.\
Secretary ¢ \\
Corrig : ,
Dallas, Texas
SOUTHERN UNION GAS COMPANY "’wff(}";j:;\:?*~

Vice Presidenft i
ATTEST: P w

I TV, A 4 5 WP DD U,
Assistant Secretary
Burt Building
Dallas, Texas

Date: =2 /4. a/?i B[99 Byz}g Q‘/m/ ;

HUMBLE OIL & REFINING COMPANY —FORM APPROVED
Hervey, Dow & Hinkle

- _ J e
Date: 2 i 7 ZI{M;{/M BY .

TRADE O.K.
esident Wi A. MALEY
ATTEST; / / // Byh !

. Assistant Secretary
P. 0. Box 2180
Houston, Texas

ALBUQUERQUE ASSOCIATED OIL COMPANY

Date: ()(51—0 20 /IS4 By: W
President

ATTEST:

A
7/2/¢,U \/V[ /éa, Lo lifr
" Assistant Secretary ¢
82/ Simms Building
Albuquerque, New Mexico

SKELLY OIL ¢

Date: MAR 2 1956 Mﬂ%

Vice President

ATTEST:
’
y
Appsbmt®nt Secretary
Tulsa, Oklahoma
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STATE OF FZicer Frzigice )

COUNTY OF £Acrses )
On this (7Z4/  day of Acerede , 195 4 , before me appeared
£ éi,AéucuéM/ , 1o me personally known, who,

being by me duly sworn, did say that he is the President of

£ and that the seal affixed to
said instrument is the corporate seal of said corporation, and that said
instrument was signed and sealed in behalf of sald corporatlon by authority
of its board of directors, and said L L Dclre

acknowledged said instrument to be the free act and deed of said corporation.

IN WITNESS WHEREQF, I have hereunto set my hand and affixed my
official seal the day and year in this certificate first above written.

My Commission expires:

#41/ S IS5

blic in and for
Chees County,
State of _Fgeerr 700 c0

STATE OF ) henles

COUNTY OF irm alifs

On this &O0TA day of @W. 1958~ , before me appeared
Dby, 1 20 , to me personally known, who,
being by me duly sworn, did say that he is the President of
; 4 y y _ and that the seal affixed to
mBnt is the corporate seal of said corporation, and that said
instrument was signed and sealed in behalf of said corpziatlon by authority

)
)
)

of its board of directors, and said AA4L£LZ
acknowledged said instrument to be the free act and deed of said corporation.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my
official seal the day and year in this certifiecate first above written.

My Commission expires:

ZZQ££££ N /ifz

STATE OF C/Splia g
COUNTY OF %—Aulo/ )

On this day of , 195 C:, before me appeared
ﬁ%&@mz me per onally known, who,
being by duly sworn, 4id,say ths t he 1s the Pres1dent of

2hree 80, Natiinel oo (2 pogeor oy and that the seal affixed to
said instrument is the corporate seal &f sai€ corporation, and that said
instrument was signed and sealed in behal)f of said corporation by authority
of its board of directors, and said (2 . <:hL¢«§£LLﬂ»~./

acknowledged said instrument to be the free act“and deed of said corporation.

State of_ L

IN WIINESS WHEREOF, I have hereunto set my hand and affixed my
official seal the day and year in this certificate first above written.

My Commission expires:

LEOLA CUNDIFE 4fj5(L14*4£‘/
T A -VRTIUE -WCTIRT S NRNSHI, PP Notary Public in and for

Iy Commis=ion Fxpives Tano 1 1857 County,

State of __ 24l oo




STATE OF<—letee §
COUNTY OF ﬂw@«/ )

On_this 7 <& day ofcf% , 195 , before me appeared
/D a. Mj 0 me personally known, who,
254, President of

: ) \ ~___and that the seal affixed to
sald 1nstrument is the orporate sea of fald corporation, and that said
instrument was signed and sealed in beth of saic{&orporation by authority
of its board of directors, and said . Py ‘
acknowledged said instrument to be the ffee act and deed of said corporation.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my
official seal the day and year in this certificate first above written.

ISR e

Notary Publie, Dallas, County, Texas

My Commissiop Expires June 1195 7

7 7
STATE OF M&/ )
COUNTY OFM

On thisg2 3 day of’M 195 QV, before me appeared

™ , to me personally known, who,
being by me duly sworn, did say that he is the L_‘ President of
SKELLY OiL COMPANY and that the seal affixed to

said instrument is the corporate seal of said corporation, and that said

instrument was signed and sealed in behalf of said corporation by authority
of its board of directors, and said ASHMAN
acknowledged said instrument to be the free act and .deed of said corporation.

£/ J‘Zo(AJ &
State of _97%/

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my
official seal the day and year in this ceritificate first above written.

My Commission expires:

HAZEL M. SRADY otary ﬂb ¢ in and f’o
M!IH_ o '""'. Couty, E" " County,
My Cemmission Expires January 21, 1957 State of

STATE OF TEXAS

)
)
COUNTY OF gsnmis )

On thisg.%‘z& day of ke &t ., 195 é;, before me appeared

MORGAN J. , to me personally known, who,
being by me duly swg:;g, did say that he is the (_/_]/oe, President of
HUMBI F o1)_s SSTELE 7 ComBnay and that the seal affixed to

said instrument is the corporate seal of said corporation, and that said
instrument was signed and sealed in behalf of said corporation by authority
of its board of directors, and said MORRAN J. hawng

acknowledged said instrument to be the free act and deed of said corporation.

IN WITNESS WHEREQF, I have hereunto set my hand and affixed my
official seal the day and year in this certificate first above written.

My Commission expires:

- -~ LILLA ELLINGTON
My Commission Expires June 1, 1957

4L Gou.nty,

- State o
HARRIS COUNTY TEXA

'UR



EXHIBIT "B" ~ SOUTH CHACO UNIT - SAN JUAN COUNTY, NEW MEXICO

Page 1

Working Interest Owner Under

Serial No. Land Owner Option Agreement, Operating
Tract No. of Lease Date Percentage Record Owner of Lease Overriding Royalty Agreement or Assignment and
No,  Description Acres and Term of Royalty or Application Owner and Percentage Percentage of Interest
EEDERAL LANDS
QH‘. NN z. k] ml O ﬁl
1 Sec. 26: W/2 60.00 S.F. 078297 U.S.A. A. S. Grenier Martin A. Pierce 2.50% Southern Union Gas All
Sec. 27: E/2 12-1-47 1219 A11 Charles J. Finklea 2.504  Company
5 yrs. 5.00%
Fxt'd. Add'l.
5 yrs.
T..22 N., R. 8 W.
2 Sec. 33: NE/4 160.00 S.F, 078564 U.S.A. Virgil Rittmann, Virgil Rittmann 2.50% Virgil Rittmann, 1/2
4=1~47 1239 A1l Ancillary Executor of Ancillary Executor of
5 yrs Estate of C, F. Estate of C. F.
Ext'd. Add'l. Rittmann, Jr., Rittmann, Jr.,
5 yrs. deceased 1/2 deceased
*Foster Morrell 1/2 Foster Morrell 1/2
3 Sec. 25: §/2 960.00 S.F. 078775 U.S.A. Southern Union Gas Frank A. Melton 3.00% Southern Union Gas All
Sec. 26: S/2 3-1-48 123% A1l Company Company
Sec, 35: N/2 5 yrs.
Ext'd, Add'1,
5 yrs.

*¥Assignee under assignment filed for approval.

April 12, 1956
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Page 2

Working Interest Owner Under

" Serial No. Land Owner Option Agreement, Operating
Tract No. of Lease Date Percentage Record Owner of Lease  (Overriding Royalty Agreement or Assignment and
No, Deseription Acres and Term of Royalty or Application Owner and Percentage Percentage of Interest
FEDERAL LANDS (Continued)
T, 22 N., R. 8 W.
/, Sec. 3: Lots 1,2,3,4, 2577.30 S.F., 078852 U,S.A. Joseph C. Gordon None Great Western Drilling 1/2
, S/2 /2 =148 123% A1l Company
Sec. 4: Lots 1,2,3,4, 5 yrs. Three States Natural Gas 1/2
s/2 N/2 Ext'd., Add'l. Company
Seec. 5: lots 1,2,3,4, 5 yrs.
5/2 N/2, SW/4
Sec. 6: All
Sec, 7: Lots 1,2,3,4,
E/2 W/2, NE/4
Sec, 18: Iots 1,2,3,4,
E/2 W/2
T, 22 N., B. 9 V.
5 Sec. 14: A1l 2560,00 S.F, 078853 U.S.A. Nancy Harman QOscar Thomas 1,00% Great Western Drilling 1/2
Sec. 15: A1l 3-1-48 123% A1l Company
Sec. 22: All 5 yrs. Three States Natural Gas 1/2
Sec., 23: All Ext'd. Add'l. Company
i 5 yrs.
6 Sec. 1: lots 3,4, 2564.31 S.F. 07885, U.S.A. George H., Smith lLeroy English 1,004 Great Western Drilling 1/2
S/2 NW/4, SE/4 8-1-49 1239 A1l Company
Sec. 3: All 5 yrs. Three States Natural Gas 1/2
Sec. 12: All Ext'd. Add'l. Campany
Sec. 13: All 5 yrs,
Sec. 24: N/2

April 12, 1956



EXHIBIT "B" - SOUTH CHACO UNIT - SAN JUAN COUNTY, NEW MEXICO Page 3
. Working Interest Owner Under
Serial No. Land Owner Option Agreement, Operating
Tract No, of Lease Date Percentage Record Owner of Lease Overriding Royalty Agreement or Assignment and
No. Description Acres and Term of Royalty or Application Owner and Percentage Percentage of Interest
FEDERAL LANDS (Continued)
T. 22 N., R. 8 V.
7 Sec. 2: All 2563.20 S.F. 078855 U.S.A. Mary E. Wetenkamp None Great Western Drilli
Sec. 10: m“m\ mﬁWb 8-1-48 123% A1l Company & 12
Sec. 11: N/2, SW/4 5 yrs. Three States Natural G
Sec. l4: NW/4, SE/4 Ext'd. Add'l. Company 2% Gas 1/2
Sec. 15: All 5 yrs.
8 Sec. 3: SW/4 2560.00 S.F. 078856 U.S.A. W. L. Cooper George H. Krause 1.00% Great Western Drilling 1/2
Sec. 4: S/2 4=1-48 123% A1l Company
Sec. 5: SE/4 5 yrs. Three States Natural 1/2
Sec. 7: SE/4 Ext'd. Add'1l. Gas Company
Sec. 9: All 5 yrs.
Sec. 10: NW/4
Sec., 17: All
Sec. 18: E/2
HI NN ZC. wi 0 é.
9 Sec. 4: A1l . 256/,62 S.F. 078857 U.S.A. George H. Smith George Russell 1.00% Great Western Drilling 1/2
Sec. 5: Lots 1,2, 5-1-48 1249 A1 Wilson Company
S/2 NE/4, SE/4 5 yrs. Three States Natural 1/2
Sec. 8: E/2 Ext'd. Add'l. Gas Company
Sec. 9: All 5 yrs. _
Sec. 21; All

April 12, 1956
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Working Interest Owner Under

Serial No. Land Owner Option Agreement, Operating
Tract No. of Lease Date Percentage Record Owner of Lease Overriding Royalty Agreement or Assignment and
No. Description Acres _and Term of Royalty or Application Owner and Percentage Percentage of Interest
FEDERAL LANDS (Continued)
T. 22 N., R. 8 W.
10 Sec. 24: A1l 6£40.00 S.F., 078901 U.S.A. *Albuquerque Associated None Albuquerque Associated A1l
4=1=48 123% ALl 0il Company 0il Company
5 yrs,
Ext'd., Add'l.
5 yrs.
10A Sec. 25: N/2 640.00 S.F. 078901 U.S.A. Tom Bolack None Tom Bolack A1l
Sec, 26: N/2 4-1-48 1239 A11
5 yrs.
Ext'd. Add'1l.
5 yrs.
11 Sec. 23: NE/4, S/2 480,00 S.F. 078901-A U.S.A. Claude A. Teel Tom Bolack 2,50% Skelly 0il Company A1l
4=1-48 1244 a1
5 yrs,
Ext'd. Add'l,
5 yrs,
12 See, 3: SE/4 160.00 S.F. 078927 U.S.A. J. W. Wilson Grace Byrd Hardison 1.00% Great Western Drilling 1/2
10-1-49 1249 A1l Company
5 yre. Three States Natural 1/2
Ext'd., Add'l, Gas Company
5 yrs.

*Assignee under assignment filed for approval

April 12, 1956
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Working Interest Owner Under

Serial No. Land Owner Option Agreement, Operating
Tract No. of Lease Date Percentage Record Owner of Lease Overriding Royalty Agreement or Assignment and
_No. Description Acres and Term of Royalty _or Application Owner and Percentage Percentage of Interest
FEDERAL LANDS (Continued)
T. 22 N.. R. 2 W.
13  Sec. 17: A1l 2560.00 S.F. 078928 U.S.A. Gloria Weihs Jean Bulow Lunsford 1.00% Great Western Drilling 1/2
Sec. 20: All 2-1-48 123% A11 Company
Sec., 29: A1l 5 yrs. Three States Natural 1/2
Sec, 32: All Ext'd. Add'l. Gas Company
5 yrs.
1, Sec. 7: Lots 1,2,3,4,  2560.29  S.F. 078929 U.S.A. Three States Natural  Dan T, Brennan 1.00% Great Western Drilling 1/2
E/2 W/2, £/2 (A11) 4-1-48 125% A1l Gas Company Company
Sec, 18: Lots 1,2,3,4, 5 yrs. Three States Natural 1/2
E/2 W/2, E/2 (A1l1) Ext'd. Add'l. Gas Company
Sec, 19: lots 1,2,3,4, 5 yrs.
E/2 W/2, E/2 (A11)
See. 30: Lots 1,2,3,4,
E/2 W/2, B/2 (A11)
2 . .
15 Sec. 33: W/2 640.00 S.F. 080010 U.S.A. Gloria Weihs J. V. Cowan 1.25% Great Western Drilling 1/2
4=1-47 12494 A11 The Fort Worth Company
.+ R. 9 W. 5 yrs. Nat'l, Bank, Three States Natural 1/2
Ext'd., Add'l. Independent Gas Company
Sec. 27: W/2 5 yrs. Executor and Trustee

April 12, 1956

of Estate of Roy S.
Magruder, and Helen
M. Kolliker, Widow
of Roy S. Magruder

1.25%



Overriding Royalty

Serial No. Land Owner
Tract No. of Lease Date Percentage Record Owner of Lease
No, Description Acres and Term of Royalty or Application
FEDERAL LANDS (Continued)
T, 22 N., R. 8 V¥.
16 Sec, 1: Lots 1,2, 480.60 S.F. 080029 c.m.». Madge Jones
S/2 NE/4, SE/4 3-1-48 123% All
Sec, 12: NE/ 5 yrs.
Ext'd. Add'l.
5 yrs.
17 Sec. 1: lots 3,4, 801,80 S.F. 080138 U.S.A. C. M. Newsom
S/2 NW/4, SW/4 8-1-49 1219 A11
Sec. 12: W/2 5 yrs.
Sec. 23: NW/4 Ext'd. Add'l.
5 yrs.
18 Sec. 5: Lots 3,4, 2241.52 N.M. 0331 U.S.A. J. W. Wilson
S/2 NW/4, SW/4 10-1-49 1242 a11
Seec. 8: W/2 5 yrs.
Sec, 24: 8/2 Ext'd. Add'l.
Sec. 28: All 5 yrs.
Sec, 33: A1l
I. 22 N.. R. 8 V.
19 See. 33: SE/4 160,00 N.M. 03042 U.S.A. *Foster Morrell
4=1=47 1244 A1l
5 yrs.
Ext'd. Add'l.
5 yrs.

*Assignee under assignment filed for approval

April 12, 1956

Richard H. Ernest

Genevieve Disque

Page 6

Working Interest Owner Under
Option Agreement, Operating

Agreement or Assignment and

Percentage of Interest

2.50%

2.00%

Grace Byrd Hardison 1,00%

R. H. Miller

Great Western Drilling 1/2
Company

Three States Natural 1/2
Gas Company

Southern Union Gas A1l
Company

Great Western Drilling 1/2
Company

Three States Natural 1/2
Gas Company

Foster Morrell A1l
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Working Interest Owner Under

Serial No. Land Owner o Option Agreement, Operating
Tract No. of Lease Date Percentage  Record 959, of lease Overriding Royalty Agreement or Assignment and
No. Description Acres and Term of Royalty or Application Owner and Percentage Percentage of Interest
FEDERAL LANDS (Continued)
T. 22 N., R. 9 V.
20 Sec. 34: A1l 60,00 N.M. 04439 U.S.A. F. R. Bryan Maurice Egan 2.50% Humble 0il & Refining All
7-1-52 1237 A1l Company
5 yrs.
T, 22 N., R. 8 W,
21  Sec. 32: All 640,00 N.M. 05958 U.S. A, Albuquerque Associated None Albuquerque Associated All
9-1-51 125% A1l 0il Company 0il Company
5 yrs.
22 Sec. 31: lots 3,4,5,6, 325.47 N.M. 05958-A U.S.A. Great Western Drilling Thomas F. McKenma 2,00% Great Western Drilling 1/2
7,8, B/2 SW/4 9-1-51 123% A1l Company . - 1/2 Charles B. Consales 0.50%  Company
5 yrs. Three States Natural Edward Digneo 0.50%4 Three States Natural Gas 1/2
Gas Company 1/2 3.00% Company
23 Sec. 35: /2 320.00 N.M. 010621 U.S.A. Carrol T, Payne Carrol T. Payne 3.00% Skelly 0il Company All
8-1-53 125% A1l
5 yrs.
2,  Sec. 31: All 640,15 N.M. 010770  U.S.A. F. R. Bryan L. C. Harris - Humble Oil & Refining All
8-1-53 1244 a1 Prod, payment of Company
5 yrs. $1000 per acre

April 12, 1956

out of 3%



Serial No, Land Owner
Tract No. of Lease Date Percentage
_No, Deseription Acres and Term of Royalt
FEDERAL LANDS (Continued)
25 Sec. 20: N/2, SW/4 2560.00  N.M. 011649 U.S. A
Sec. 21: N/2, SE// 8-1-53 1219 A11
Sec. 22: §/2 5 yrs.
Sec., 27: A1l
Sec. Ub" All
26 Sec. 28: E/2 320.00  N.M. 018746 U.S.A.
1219 M1

April 12, 1956

N.M., 018759

TOTAL FEDERAL LANDS -~

Page 8

Working Interest Cwner Under

Option Agreement, Operating
Record Owner of Lease  Overriding Royalty Agreement or Assignment and
or Application er and Percentage Percentage of Interest

Herschel L. Copelan None Herschel L. Copelan Al1]

Marion V. Harris (Application ~ rejected and on appeal)

Edward M, Digneo (Suspended pending appeal)

33,959.26 Acres
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Working Interest Owner Under
Option Agreement, Operating

Agreement or Assignment and

Percentage of Interest

Serial No. Land Owner
Tract No. of Lease Date Percentage Record Owner of lease  Overriding Royalty
No, Description Acres and Term of Royalty or Application Cwner and Percentage
NAVAJO ALLOTTED INDIAN TANDS
R . W.
27 Sec. 25: All 2399,93 1-149-Ind.~ Allottees Three States Natural None
Sec. 26: E/2 7603 Nos. 113, Gas Company
3-9-48 114,116,115,
T. 22 N.. B. 8 W. 10 yrs. 121,122,134,
133,132,129,
Sec. 19: S/2 128,138,137,
Sec. 20: SE/ 107 and 109,
Sec. 29: All or their
Sec. 30: N/2 heirs as the
case may be
1234
T. 22 N., R. 8 W,
28 Sec. 8: NE/4 - Allot. 160,00  I-149-Ind.- Heirs of Three States Natural None
No. 125 8094 Es-ske-yazza Gas Company
Sec., 8: NW/4 - Allot. 160.00  12-13-51 Heirs of
No., 126 10 yrs. Cosa
Sec, 8: SW/4 - Allot. 160,00 Heirs of
No., 124 Pah
Sec. 8: SE/4 - Allot. 160,00 E~-nash-e-o
No. 123 or Ignacio
640,00 Gordo 124%
29 Sec. 19: NE/4 - Allot. 160,00 1-149-Ind.- Heirs of Three States Natural None
No. 135 8095 This-se Gas Company
Sec. 19: Lots 1,2, 159.48  12-13-51 Choia or
E/2 NW//, - Allot. 10 yrs. Tom Lanel
No. 136  319.48 1244

April 12, 1956

Great Western Drilling 1/2
Company

Three States Natural 1/2
Gas Company

Great Western Drilling 1/2
Company

Three States Natural 1/2
Gas Company

Great Western Drilling 1/2
Company

Three States Natural 1/2
Gas Company



SW.HH. HnRp

>

Land Owner
Percentage

of Rovalt or A

Serial No.
Tract No. of Lease Date
No., _ Description Acres and Term
NAVAJO ALLOTTED INDIAN LANDS (Continued)
I. 22 N., R. 9 W.
30 Sec. 1: lots 1,2, 160,29 I1~-149~Ind.~
S/2 NE// - Allot, 8096
No. 92 12-13-51
Sec. 1l: SW/4 - Allot, 160,00 10 yrs.
No, 93 320,29
31 Sec. 2: SE/4 - Allot. 160,00 1-149-Ind,-
No. 104 8097
Sec. 2: SW/4 - Allot. 160.00  1-21-52
No. 102 10 yrs=.
Sec. 2: Lots 3,4, 161,35
S/2 NW/4 - Allot.
No., 103 481.35
32 Sec. 10: NE// - Allot, 160,00 1-149-Ind.~-
No. 95 8098
Sec. 10: SE/4 - Allot. 160,00 3-11-52
No. 97 10 yrs.
Sec. 10: NW/4 -~ Allot. 160.00
- No. 94
Sec, 10: SW/4 - Allot. 160,00
No. 96 620,00
33  Sec. 11: NE/4 - Allot, 160,00  1-149-Ind.-
No. 105 8099
See, 11: SE/4 - Allot. 160,00 12-17-51
No. 106 10 yrs.
Sec. 11: NW/4 - Allot. 160.00
No. 101
Sec. 11: SW/4 - Allot. 160, 00
No. 100  %40.00

Aprdl 12, 1956

Heirs of Three
Es-ske~pah Gas

Es~ske-cle~-

pi 123%

Heirs of Three
Gle-zos-pah Gas
E-kid-des~-

pah

Gon-e-pah

123%

Three
Gas

Heirs of
Pah
Heirs of
Es-ske-ele~wood
Heirs of
Be-tah-not-sosa
Heirs of
Pocot-des~=pah

125
Heirs of Three
Myle~yan-na Gas
Heirs of
Es-sun-e-yazza
Es-ska-not-toon

Nah-cleno-nuth-
pah 1l

Record Owner of Lease

lication

Overriding Royalty
Owner and Percentage

Page 10

Working Interest Owner Under
Option Agreement, Operating
Agreement or Assignment and

States Natural
Company

States Natural
Company

States Natural
Company

States Natural
Caompany

None

None

None

None

Great Western Drilling
Company

Three States Natural
Gas Company

Great Western Drilling
Company

Three States Natural
Gas Company

Great Western Drilling
Company

Three States Natural
Gas Company

Great Western Drilling
Company

Three States Natural
Gas Company

1/2
1/2

1/2
1/2

1/2

1/2

1/2



Tract No. of
No. Description Acres

NAVAJO ALLOTTED INDIAN LANDS (Continued)
T. 22 N., R. 9 V.

3, See, 16: NE/4 - Allot. 160.00
No. 98
Sec. 16: NW/4 ~ Allot. 160.00
No. 99 320.00
35 Sec. 35: All 3360. 30
T, 22 N., R. 8 W.
Sec, 11: SE/4
Sec. 12: SE/4
Sec. 13: All
Sec. 14: NE/Z4, SW/4
Sec. 21: SW/4
Sec. 22: N/2
Sec, 28: W/2
Sec. 30: S/2
Sec. 31: N/2
1A
Executive Order lands
I, 22 N, B. 9 V.
36 Sec. 6: Lots 1,2,3,4,5, 641.23
6,7, /2 NE/4,
SE/4 NW/4, E/2 SW/4,
SE/4 (A11)

April 12, 1956

Page 11
Working Interest Owner Under

Serial No. Land Owner Option Agreement, Operating
lease Date Percentage Record Owner of Lease Overriding Royalty Agreement or Assignment and
and Term of Royalty or Application Owner and Percentage ercentage of Interest
1-149~Ind.- E-kid-his- Three States Natural None Great Western Drilling 1/2
8100 pah Gas Company Company

12-11-51 E-kid-de- Three States Natural 1/2
10 yrs. pah 124 Gas Company

Unleased

TOTAL NAVAJO ALLOTTED INDIAN LANDS -~

1-149-Ind.- Tribal 1234 Three States Natural
8124 Gas Company
8-21-52

10 yrs.

TOTAL NAVAJO TRIBAL INDIAN LANDS - 641.23 Acres.
TOTAL NAVAJO ALLOTTED AND TRIBAL INDIAN LANDS -~

9,121.35 Acres

None Great Western Drilling 1/2
Company
Three States Natural 1/2
Gas Company

9,762,58 Acres
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Working Interest Owner Under
Serial No. Land Owner . Option Agreement, Operating
Tract No., of Lease Date Percentage Record Owner of Lease Overriding Royalty Agreement or Assignment and
No. _ Description Acres and Term of Royalty or Application Owner and Percentage Percentage of Interest
Sec. 16: W/2 560.00 B-10894-6 State NM Wood River 0il & Al Greer 1.250% Wood wwwm& 0il & 3/2
77 See. 36: N/2 NW/L, SW/4 1-4-44 1247 a1 Refining Co., Inc.3/4 George H. Krouse 1,250% Refining Co., Inc.
10 yrs. The E1 Dorado Refin- 2.500% The El Dorado Refining 1/4
H.B.P. ing Company 1/4 Company
38 Sec. 16: SW/4 160.00 E-2319-2 State NM Three States Natural None Great Western Drilling 1/2
12-10-48 1244 a1l Gas Company Company
10 yrs. Three States Natural 1/2
Gas Company
T. 22 N., R. 8 V.
39 Sec. 16: NE/4, N/2 SE/4, 280.00  E-4777-2 State NM Humble Oil & Refining Al Greer 1.500% Humble Oil & Refining  All
SE/4 SE/4 12-4-50 1219 A1l Company George H. Krouse 1.500% Company
10 yrs. 3.000%
22 N., R. .
40 Sec. 16: SE/4 160.00 E-4778-2 State NM Humble Oil & Refining W. L. Brimhall 0.600% Humble 0il & Refining A1l
_ 12-4~50 1249 a11 Company George Foster 0.600% Company
10 yrs. Al Greer 0.600%
Ray Atchison 0.300%

Harold Montgomery O0.300%
Richard@ M. Kranna-

witter 0.275%
James A. Tadlock 0.275%
Gilbert Archuleta 0,050%

3.000%
April 12, 1956
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Working Interest QOwner Under

Serial No., Land Owner Option Agreement, Operating
Tract No. of Lease Date Percentage Record Owner of Lease Overriding Royalty Agreement or Assignment and
No. _ Description Acres and Term of Royalty or Application Qwner and Percentage Percentage of Interest
STATE LANDS (Continued)
T. 22 N.. R. 8 W.
41 Sec. 36: E/2, S/2 NW/4 400.00 E-4912-5 State NM Three States Natural Charles B. Gonsales 4.00% Great Western Drilling 1/2
12-29-50 123% M1 Gas Company Company
10 yrs. Three States Natural Gas 1/2
Company
42 Sec., 16: SW/4 SE/4 40.00 E-6170-3 State NM G. C. Monckmeier None G. C. Monckmeier A1l
5-9-52 1234 a11
10 yrs.
43 Sec. 2: lot 2 40.63 E-6223 State NM Edward C. Evensen and  None Edward C. Evensen and A1l
5-16-52 124% A11 Hulda Elizabeth Evensen Hulda Elizabeth Evensen
10 yrs.
44 Sec. 2: Lot 1, S/2 NE/4, 120.61 E-7084 State NM Wood River (0il & Refin- Al Greer 0.625% Wood River 0il & 3/4
4-16-53 1244 a11 ing Company, Inc. 3/4 George Foster 0.625%  Refining Co., Inc.
10 yrs. The E1 Dorado Refin- Harold Montgomery 0.625% The E1 Dorado Refining 1/4
ing Company 1/4 W. L. Brimhall 0.625%4  Company
2.500%
45 Sec. 36: N/2 N/2, SE// 400.00 E~7464-1 State NM Great Western Drilling Charles B. 4.000% Great Western Drilling 1/2
NE/4, SE/4L NW/4, 10-14-53 12494 a1 Company 1/2 Gonsales Company
NE/4 SW/4, NE/4 10 yrs. Three States Natural Three States Natural 1/2
SE/4, S/2 SE/4 Gas Company 1/2 Gas Company

April 12, 1956
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Working Interest Owner Under

Serial No. Land Owner Option Agreement, Operating
Tract No. of Lease Date Percentage Record Owner of Lease (Overriding Royalty Agreement or Assignment and
No. Description Acres and Term of Royalty or Application Qwner and Percentage Percentage of Interest
STATE LANDS (Continued)
T. 22 N., R. 9 W,
46 Sec. 36: SW/4 NE/4, 240.00 E-7957 State NM Three States Natural None Great Western Drilling 1/2
SW/4 NW/4, 22454, 123% A1l Cas Company Company
- NW/4 SW/4, 10 yrs. Three States Natural 1/2
s/2 sw/4, Gas Company
NW/4 SE/4
TOTAL STATE LANDS -  2,401.24 Acres.
RECAPITULATION
LAND ACREAGE PERCENTAGE
Federal 33,959, 26 73.63%
(Allotted 9,121.35 Acres 19.77%
Indian 9,762.58 21,16% =—===(
(Tribal 641.23 Acres 1.39%
State 2,401.24 5,21
‘H.o.ﬂmu.w . . . a N—.mb Hmwo Om Hoo. 8&

April 12, 1956



