
B E A R D O I L C O M P A N Y 
S U I T E 2 0 0 , 2 0 0 0 C L A S S E N B U I L D I N G 

2 0 0 0 C L A S S E N B O U L E V A R D 

O K L A H O M A CITY, O K L A H O M A 73106 

May 26, 1972 

Commissioner of Public L a ^ ^ o ^ ^ ̂ H ?c 
State of New Mexico 
P. 0. Box 1148 
Santa Fe, New Mexico 87501 

Attenti o n : Mr. Ray D. Graham, Director 
O i l and Gas Department 

Re: Proposed Jornada Del Muerto Unit 
Sierra County, New Mexico 

Dear Mr. Graham: 

Thank you f o r your l e t t e r of May 23, 1972. The changes you 
suggested i n the Unit Agreement have now been made. Enclosed 
are substitute Pages 8, 9, 10, and 10a and substitute Pages 
12 and 13 showing assignment numbers to be inserted i n the 
copy of Unit Agreement which I sent you previously. 

We also enclose our check i n the amount of $1,800.00 payable 
to the Commissioner of Public Lands, State of New Mexico f o r 
the f i l i n g fee. 

A copy of the Geological Memorandum and Geological Map which 
we submitted to the U. S. Geological Survey i n j u s t i f i c a t i o n 
of t h i s u n i t i s enclosed. 

I f you should need any other information, please advise us. 

Very t r u l y yours, 

BEARD OIL COMPANY 

J. K. Caskey 
Vice President 

cc: Mr. Dan Nutter 
New Mexico O i l Conservation Commission 
Box 2088, Santa Fe, New Mexico 87501 



1 Supervisor and one (1) t r u e copy w i t h the Land Commissioner, p r i o r t o 1 

2 approval of t h i s u n i t agreement. 2 

3 8. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Except as oth e r - 3 

4 wise s p e c i f i c a l l y provided h e r e i n , the ex c l u s i v e r i g h t , p r i v i l e g e , and 4 

5 duty of e x e r c i s i n g any and a l l r i g h t s o f the p a r t i e s hereto which are 5 

6 necessary or convenient f o r prospecting f o r , producing, s t o r i n g , a l i o - 6 

7 e a t i n g , and d i s t r i b u t i n g the u n i t i z e d substances are hereby delegated 7 

8 t o and s h a l l be exercised by the U n i t Operator as herein provided. g 

9 Acceptable evidence of t i t l e t o said r i g h t s s h a l l be deposited w i t h g 

10 said U n i t Operator, and, together w i t h t h i s agreement, s h a l l c o n s t i t u t e I Q 

H and d e f i n e the r i g h t s , p r i v i l e g e s , and o b l i g a t i o n s of U n i t Operator. ^1 

12 Nothing herein, however, shall be construed to transfer title to any ^2 

13 land or t o any lease or ope r a t i n g agreement, i t being understood t h a t .̂3 

14 under t h i s agreement the U n i t Operator, i n i t s capacity as U n i t Operator, 

15 s h a l l exercise the r i g h t s of possession and use vested i n the p a r t i e s ^5 

16 hereto only f o r the purposes h e r e i n s p e c i f i e d . 

17 9. DRILLING TO DISCOVERY. Wi t h i n s i x (6) months a f t e r the 1 7 

18 e f f e c t i v e date hereof, the U n i t Operator s h a l l begin t o d r i l l an ade-

i g quate t e s t w e l l a t a l o c a t i o n approved by the Supervisor i f on Federal 

2Q land, or by the Land Commissioner i f on State Land, or by the Conserva- 20 

2^ t i o n Commission i f on p r i v a t e l y owned land, unless on such e f f e c t i v e 2̂_ 

22 date a w e l l i s being d r i l l e d conformably w i t h the terms hereof, and 22 

23 t h e r e a f t e r continue such d r i l l i n g d i l i g e n t l y u n t i l the e n t i r e San Andres 23 

24 Formation has been t e s t e d or u n t i l a t a lesser depth u n i t i z e d substances 24 

25 s h a l l be discovered which can be produced i n paying q u a n t i t i e s ( t o - w i t : 25 

26 q u a n t i t i e s s u f f i c i e n t t o repay the costs of d r i l l i n g , and producing 26 

27 operations, w i t h a reasonable p r o f i t ) or the U n i t Operator s h a l l a t 27 

28 any time e s t a b l i s h t o the s a t i s f a c t i o n of the Supervisor i f on Federal 28 

29 land, of the Land Commissioner i f on State l a n d , or of the Conservation 29 

30 Commission i f on p r i v a t e l y owned land, t h a t f u r t h e r d r i l l i n g of a p a r t - 30 

31 i c u l a r w e l l would be unwarranted or i m p r a c t i c a l ; provided, however, 31 

32 t h a t U n i t Operator s h a l l not i n any event be re q u i r e d t o d r i l l s a i d 32 

33 w e l l t o a depth i n excess of 3,500 f e e t . W i t h i n s i x (6) months f o l l o w - 33 

34 i n g completion of the f i r s t t e s t w e l l (and whether or not such be com- 24 

25 p l e t e d as a producer, or plugged and abandoned) U n i t Operator s h a l l 25 
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commence d r i l l i n g a second t e s t w e l l a t a l o c a t i o n approved by the 1 

Supervisor i f on Federal land, or by the Land Commissioner i f on State 2 

land, or by the Conservation Commission i f on p r i v a t e l y owned land; 3 

and w i t h i n s i x (6) months from the completion o f said second t e s t w e l l 4 

(and whether or not such be completed as a producer or plugged and 5 

abandoned) U n i t Operator s h a l l commence the d r i l l i n g o f a t h i r d t e s t 6 

w e l l a t a l o c a t i o n approved by the Supervisor i f on Federal land, or 7 

by the Land Commissioner i f on State land, or by the Conservation 8 

Commission i f on p r i v a t e l y owned land; and w i t h i n s i x (6) months from 9 

the completion of said t h i r d t e s t w e l l (and whether or not such be ]_Q 

completed as a producer, or plugged and abandoned) U n i t Operator s h a l l ^ 

commence the drilling of a fourth test well at a location approved by ^2 

the Supervisor i f on Federal l a n d , or by the Land Commissioner i f on ^3 

State land, or by the Conservation Commission i f on p r i v a t e l y owned ^ 

land. I t i s the i n t e n t of t h i s s e c t i o n t h a t U n i t Operator s h a l l i n i -

t i a l l y d r i l l f o u r o b l i g a t i o n w e l l s located i n d i f f e r e n t p o r t i o n s of ]_g 

the unit area to test the entire San Andres Formation. Until the dis- ^ 

covery of a depo s i t of u n i t i z e d substances capable of being produced ^g 

i n paying q u a n t i t i e s , U n i t Operator s h a l l continue d r i l l i n g d i l i g e n t l y 

one w e l l a t a time, a l l o w i n g not more than s i x (6) months between the 20 

completion o f one w e l l and the beginning o f the next w e l l , u n t i l a 21 

w e l l capable of producing u n i t i z e d substances i n paying q u a n t i t i e s i s 22 

completed t o the s a t i s f a c t i o n of the Supervisor i f on Federal land, 

of the Land Commissioner i f on State land, or o f the Conservation Com­

mission i f on p r i v a t e l y owned la n d , or u n t i l i t i s reasonably proved 

t h a t the u n i t i z e d land i s incapable o f producing u n i t i z e d substances 

i n paying q u a n t i t i e s i n the formation d r i l l e d hereunder. 

23 

24 

25 

26 

27 

Following the completion of the i n i t i a l f o u r o b l i g a t i o n w e l l s , 28 

the Supervisor and Land Commissioner may modify the d r i l l i n g r e q u i r e - 29 

ments of t h i s s e c t i o n by g r a n t i n g extensions o f time. The only exten- 30 

sion of time the Supervisor and Land Commissioner may gra n t , however, 31 

f o r meeting the c r i t i c a l dates f o r the i n i t i a l four o b l i g a t i o n w e l l s 32 

i n t h i s s e c t i o n s h a l l be based upon severe weather or other c o n d i t i o n s 33 

beyond the c o n t r o l of U n i t Operator, and s h a l l be l i m i t e d t o a s i n g l e 34 

extension o f not more than three months f o r each w e l l a f t e r the f i r s t . 35 
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1 Nevertheless, i n the event d r i l l i n g of any o f said i n i t i a l f o ur o b l i g a -

2 t i o n w e l l s has not been commenced t i m e l y , t h i s U n i t Agreement s h a l l , 2 

3 e f f e c t i v e the f i r s t day o f the month f o l l o w i n g the d e f a u l t , terminate 3 

4 or be contracted as h e r e i n a f t e r provided. ^ 

5 Notwithstanding anything i n t h i s U n i t Agreement t o the c o n t r a r y ^ 

6 except unavoidable delay, as above i n d i c a t e d , U n i t Operator s h a l l d r i l l ^ 

7 four w e l l s , each t o t e s t the e n t i r e San Andres Formation. The U n i t ^ 

8 Operator may s e l e c t the order of d r i l l i n g s a i d f o u r w e l l s and may d r i l l 8 

9 said f o u r w e l l s a t a f a s t e r r a t e than i s herein provided, i n c l u d i n g the 9 

10 d r i l l i n g of more than one w e l l a t the same time. 10 

11 Upon f a i l u r e t o commence any w e l l provided f o r i n t h i s s e c t i o n H 

12 w i t h i n the time allowed, i n c l u d i n g any extension o f time granted by 12 

13 the Supervisor, t h i s agreement w i l l a u t o m a t i c a l l y terminate; upon f a i l u r e 13 

14 t o continue d r i l l i n g d i l i g e n t l y any w e l l commenced hereunder, the Super- 14 

15 v i s o r and Land Commissioner may, a f t e r 15-days n o t i c e t o the U n i t 15 

16 Operator, declare t h i s u n i t agreement terminated. I n the event one or 16 

17 more of the four i n i t i a l o b l i g a t i o n t e s t w e l l s r e q u i r e d by t h i s s e c t i o n 17 

18 i s completed as a w e l l capable o f producing u n i t i z e d substances i n pay- 18 

19 in g q u a n t i t i e s , and d e f a u l t occurs by f a i l u r e t o commence and/or d r i l l 19 

20 the remaining i n i t i a l o b l i g a t i o n w e l l or w e l l s , then, i n l i e u of t h i s 20 

21 U n i t Agreement being terminated, the U n i t Area s h a l l be contracted t o 21 

22 e l i m i n a t e by l e g a l s u b d i v i s i o n a l l lands not e n t i t l e d t o be i n a 22 

23 p a r t i c i p a t i n g area e s t a b l i s h e d i n accordance w i t h the p r o v i s i o n s o f 23 

24 t h i s U n i t Agreement. The only penalty f o r f a i l u r e t o t i m e l y commence 24 

25 and/or d r i l l the f o u r i n i t i a l o b l i g a t i o n w e l l s provided f o r herein 25 

26 s h a l l be t e r m i n a t i o n of t h i s U n i t Agreement or c o n t r a c t o f the U n i t 26 

2 i Area as i n t h i s s e c t i o n provided. 27 

28 10. PLAN OF FURTHER DEVELOPMENT AND OPERATION. Wi t h i n s i x (6) 2 8 

29 months a f t e r completion o f a w e l l capable of producing u n i t i z e d sub- 2 ^ 

30 stances i n paying q u a n t i t i e s , the U n i t Operator s h a l l submit f o r approval 30 

31 o f the Supervisor and the Land Commissioner an acceptable plan of d e v e l o p - ^ 

32 ment and op e r a t i o n f o r the u n i t i z e d land which, when approved by the 32 

33 Supervisor and Land Commissioner, s h a l l c o n s t i t u t e the f u r t h e r d r i l l i n g 33 

34 and ope r a t i n g o b l i g a t i o n s of the U n i t Operator under t h i s agreement f o r 34 

35 the pe r i o d s p e c i f i e d t h e r e i n . T h e r e a f t e r , from time t o time before the 35 
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1 e x p i r a t i o n of any e x i s t i n g p l a n , the U n i t Operator s h a l l submit f o r 1 

2 the approval of the Supervisor and Land Commissioner a plan f o r an 2 

3 a d d i t i o n a l s p e c i f i e d period f o r the development and o p e r a t i o n o f the 3 

4 u n i t i z e d land. 4 

5 Any plan submitted pursuant to t h i s s e c t i o n s h a l l provide f o r 5 

6 the e x p l o r a t i o n of the u n i t i z e d area and f o r the d i l i g e n t d r i l l i n g 6 

7 necessary f o r determination of the area or areas thereof capable of. 7 

8 producing u n i t i z e d substances i n paying q u a n t i t i e s i n each and every 8 

9 productive formation and s h a l l be as complete and adequate as the 9 

]_0 Supervisor and the Land Commissioner may determine t o be necessary f o r i o 

H t i m e l y development and proper conservation of the o i l and gas resources 11 

12 o f the u n i t i z e d area and s h a l l : 12 

13 (a) s p e c i f y the number and l o c a t i o n s of any w e l l s t o be d r i l l e d 13 

14 and the proposed order and time f o r such d r i l l i n g ; 14 

15 15 

16 > 16 

17 j 17 

18 j 18 

19 j 19 

20 J 20 

21 J 21 

22 j 22 

23 ] 23 

24 j 24 

25 ) 25 

26 ) 26 

27 ) 27 

28 ) 28 

29 ) 29 

30 ) 30 

31 ) 31 

32 ) 32 

33 -) 33 

34 ) 34 

35 35 
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B E A R D O I L C O M P A N Y 
S U I T E 2 0 0 , 2 0 0 0 C L A S S E N B U I L D I N G 

2 0 0 0 CLASSEN BOULEVARD 

August 30, 1972 

New Mexico O i l Conservation Commission 
P. 0. Box 2088 
Santa Fe, New Mexico 87501 

Re: Jornada Del Muerto 
U n i t , S i e r r a County, 
New Mexico 

Gentlemen: 

Enclosed i s a copy of the C e r t i f i c a t i o n of 

Determination on the above captioned u n i t , dated 

e f f e c t i v e August 22, 1972. 

Very t r u l y yours, 

BEARD OIL COMPANY 

Land Department 

DW/d 
Enclosure ^-w*^' 

^rxw yen w w 

VA - . - ... •: 



CERTIFICATION—DETERMINATION 

Pursuant to the au t h o r i t y vested i n the Secretary 

of I n t e r i o r , under the act approved February 25, 1920, 41 

Stat. 437, as amended, 3D U.S.C. secs. 181, et seq., and 

delegated to the O i l and Gas Supervisors of the Geological 

Survey (33 F.R. 5812), I do hereby: 

A. Approve the attached agreement f o r the develop­

ment and operation of the Jornada Del Muerto Unit Area, State 

of New Mexico. 

B. C e r t i f y and determine t h a t the u n i t plan of 

development and operation contemplated i n the attached agree­

ment i s necessary and advisable i n the public i n t e r e s t f o r the 

purpose of more properly conserving the natural resources. 

C. C e r t i f y and determine th a t the d r i l l i n g , 

producing, r e n t a l , minimum r o y a l t y , and r o y a l t y requirements 

of a l l Federal leases committed t o said agreement are hereby 

established, a l t e r e d , changed, or revoked to conform w i t h the 

terms and conditions of t h i s agreement. 

D a t e d AUG 22 1972 

Oil^and Gas Supervisor,United States Geological Survey 

Contract Number U-08-0001- 1 1 6 0 0 sj^ f-?7* p**̂  r™̂* A *\ 

ftl AUG 10 ir/2 

n 

U. S. GEOLOGICAL ° T ".Y 
ROSWELL, NEW ivi^CU 



i » NEW MEXICO STATE LAND OFFICE 

CERTIFICATE OF APPROVAL 

COMMISSIONER OF PUBLIC LANDS, STATE OF NEW MEXICO 
JORHArA ML HUERTO UNIT 
SISW5A COUJITY, HEW HEXICQ 

There having been presented to the undersigned Commissioner of Public 
Lands of the State of New Mexico for examination, the attached Agreement 
for the development and operation of $ j [ x e f $ e f ^ £ n : L S described w i t h i n 
the attached Agreement, dated * * , which said 
Agreement has been executed by parties owning and holding o i l and gas 
leases and royalty interests i n and under the property described, and up­
on examination of said Agreement, the Commissioner finds: 

(a) That such agreement w i l l tend to promote the conservation 
of o i l and gas and the better u t i l i z a t i o n of reservoir 
energy i n said area. 

(b) That under the proposed agreement, the State of New Mexico 
w i l l receive i t s f a i r share of the recoverable o i l or gas 
i n place under i t s lands i n the area. 

(c) That each beneficiary I n s t i t u t i o n of the State of New 
Mexico w i l l receive i t s f a i r and equitable share of the 
recoverable o i l and gas under i t s lands w i t h i n the area. 

(d) That such agreement i s i n other respects for the best 
interests of the state, with respect to state lands. 

NOW, THEREFORE, by v i r t u e of the authority conferred upon me under 
Sections 7-11-39, 7-11-40, 7-11-41, 7-11-47, and 7-11-48, New Mexico 
Statutes Annotated, 1953 Compilation, I , the undersigned Commissioner 
of Public Lands of the State of New Mexico, do hereby consent to and 
approve the said Agreement., however, such consent and approval being 
l i m i t e d and r e s t r i c t e d to such lands w i t h i n the Unit Area, which are 
e f f e c t i v e l y committed to the Unit Agreement as of t h i s date, and, furth e r , 
that leases insofar as the lands covered thereby committed to t h i s Unit 
Agreement sh a l l be and the same are hereby amended to conform with the terms 
of such Unit Agreement, and said leases shall remain i n f u l l force and ef­
fect i n accordance with the terms and conditions of said Agreement. This 
approval i s subject to a l l of the provisions and requirements of the afore­
said statutes. 

IN WITNESS WHEREOE. this Certificate of Approval_is executed, with saal 
affixed, this . day of J t t l y , 19 1 L . 

COMMISSIONER 
of the State 

PUBLIC 
of New Mexic 



United States Department of the 
GEOLOGICAL SURVEY 

Drswor US? 
Soavoll, Sw tfaaico 88201 

0,1 C 0 N S ^ 

August 22, 1*72 

Mr. J . K, Caakey 
?i«o Frasldaut 
flwH Oil Company 
Suit* 200, 2000 Claasan Building 
2000 Claaaon Boulaward 
Oklahoma City, Oklahoma 73106 

Daar Mr. Caakay: 

Tha Jornada Dal NiMrto unit nrwwut, Slorra County, Hm Maxico, 
was spprowod oe Auguat 22, 1972. Tki* aaTsawaut has b«a» oaolgnatod 
Mo, 14-08-0001-11600 and is affsctlva as of Attsjast 22, 1972. 

Eneloasd nr* two capias of tho apyaowsd unit •groooont. Wa roqaoot 
that you furnish oil lataraatad prtaelpals with appropriata oridanca 
of thia approval. 

Siacaraly yours, 

(ORIG. SCy • ~ .. 
\ 

». 0. F3EDS&ICX. 
Araa Oil aad Gaa Supervisor 

cc: 
Washington (w/cy approved agr.) 
BLM, Santa Fa (w/cy approvod agr.) 
Artesia (w/ey approvad agr.) 
BMC, loawall ( l t r . only) / 
IW0CC, Santa Fa (ltr. only) V 
COB. Pub. Lands, Santa Fe ( l tr . only) 

J7ishar:lh 



B E A R D O I L C O M P A N Y 
S U I T E Z O O , 2 0 0 0 C L A S S E N B U I L D I N G 

2 0 0 0 C L A S S E N B O U L E V A R D 

O K L A H O M A C I T Y , O K L A H O M A 73106 

June 12, 1972 

New Mexico Oil Conservation Commission 
P. 0. Box 2088 
Santa Fe, New Mexico 87501 

Attention: Mr. Dan Nutter 

Re: Jornada Del Muerto Unit 
Sierra County, New Mexico 

Gentlemen: 

With our letter of May 16, 1972, we furnished you a copy of the above 
captioned Unit Agreement and Unit Operating Agreement. I later talked 
to you by phone and sent you a corrected Paragraph 9 to be inserted in 
the Agreement. At the time we talked on the phone you indicated that 
with the correction of Paragraph 9 the Agreement appeared to be acceptable. 

Beard Oil Company, as operator of the Jornada Del Muerto Unit, hereby 
makes application for a hearing before the Oil Conservation Commission 
and requests your approval of the proposed Unit. 

We will appreciate your advising us when a hearing will be held and 
what action we need to take with regard to the hearing. 

Thank you for your assistance in this matter. 

Very truly yours, 

BEARD OIL COMPANY 

JKC:cd 



State of New Mexico 

/ / 
L4 / 

A L E X J . A R M I J O 

COMMISSIONER 

Oxnmlssioner of RJJic Lands 
Ju*y 31, 19?' 

P . O . BOX 1 148 

SANTA F E , NEW MEXICO 

Heard Oil Company 
'̂ 000 Classen Boulevard 
i.'l-lahoraa City, Oklahoma 73106 

Re: Proposed Jornada Del Muerto Unit 
Sierra County, Naw Mexico 

ATTENTION: Mr. J. K. Caskey 

Gentlemen: 

The CoEimissioner of Public Lands has this date approved your 
proposed Jornada Del Muerto Unit, Sierra County, Hew Mexico. This approval 
is subject to like approval by the United States Geological Survey. 

Enclosed are five (5) Certificates of Approval. 

Our records w i l l reflect that tracts 1, ?, 3, 57, 56, 61 and 64 are 
not ccmsnitted to the unit since they did not r a t i f y the Unit Agreement and 
Operating Agreement. 

Please advise this office when the United States Geological Survey 
has approved this unit and the effective date so that we may finish processing 
this unit. Also, sumit a l l well records. 

Very truly yours, 

BAY D. GRAHAM, Director 
Oil and Gas Department 

AJA/SDG/e 
encis. 
cc: USGS-Prevail, Hew Mexico(cpy of l t r and Certificate of Approval) 

OCC- Santa Fe, Sev Mexico<cpy of l t r o n l y ) ^ ^ 



June 7, 1973 

Regional Of! and Gas Supervisor 
United States Geological Survey 
P. 0. Box 1857 
Roswell, New Mexico 08201 

Ra: Amendment to Jornada del Muerto Unit 
Sierra County, Nev; Hex ico 

J Dear Sir: 

It is requested that. Paragraph 9 of the Jornada del Muerto Unit Agreement 
be amended to provide that tho cemnencemant of the second test well be ex­
tended to nine months instead of six months following completion of the f i r s t 
test wall. 

Our reasons for requesting this three months extension are: 

1. In compliance with the terms of the Unit Agreement 
Beard drilled the Jornada del Muerto Unit No. 1 well to 
a total depth of 9300 feet and plugged and abandoned 
this well on April 16, 1973. 

2. During the drilling of the Unit well very complex 
structural and stratigraphic conditions were encountered: 

(a) The Dakota formation, which is about 200 feet 
thick in this area, did not rest directly on top of 
the San Andres as i t did in the three wells pre­
viously drilled on the periphery of the Unit, but 
was encountered 3174 rest above the San Andres 
formation. Tha Dakota top, which has been tenta­
tively picked at 2664 feet, was decided on tha basis 
of lithology since the various electrical and radio­
active characteristics between wells could not be 
established. The Geologic Age of this thick interval 
is s t i l l undetermined. 

(b) The top of the San Andres formation was encountered 
at 5838 feet, 2333 feet deeper than had been expected. 
The Jornada del Muerto Unit #1 was drilled to 9800 feet, 
6300 feet deeper than the Unit Agreement called for, and 
the well was.completed as a dry hole in the Pennsylvanian 
Series. The cost of drilling and plugging this well was 
$240,000. 



Riq'ornl OH e;;j C:.iS SHi;er;;h;or •• 
United Str-t"^ (*< o{r->1< S'ervcy 
('•.\ \':.:!! , •' -\1CO ' .VOX 

Payc 2 JUIIG 7, 1973 

3. The three months extension of the six months period 
reieestTd would <<We us eeUl on or ebcit January IC, 

to cceceneo the seconi Unit v/e 11. This time Interval 
will be u11T1 e.oJ to initiate snd cornel ele a two-phase geo­
physical rreer-m. A period cf analysis and rdnt(:rprctation 
of tiie data will then fellow and hopefully an optimum loca­
tion selected for the second test, Phase I of the geophysical 
prorji'i-ni will consist of shootino approximately fifty-eight miles 
of roconnxissi-r.ee CDP Vines at an estimated cost of about 
$12u,GC0. After processing these data* Phase I I will be put 
into effect a hi a more detailed seismic evaluation made. 

4. The additional three months wa ere requesting will give 
us the time needed to ccr.pletc the cw0-ph2.se gaophysical 
program and to correlate tee data obtained from this program. 
Vis will then be In a position to prudently select our next 
d r i l l site based on any favorable date obtained from the 
program. 

Thank you for your consideration of this request and your early reply. 

Very truly veers, 

BEARD OIL COMPANY 

J. K. Caskey 
Vice President 

JKC:cd 
bcc: Exson Corporation 

Pc 0. L V5. ICvO 
H1dUrdt Texas 79701 
Attn: Kr. d. H. dell 

Lund De;;=ereoent 
bcc: iir. F. iu l;art;ven 

Je;-eevei;Tf Office fay* - Suite £50-W 
303? u. 6."<t<i Street 
GklaV^ CUy, OkUhe:/:* 73110 



B E A R D O I L C O M P A N Y 
S U I T E 2 0 0 , 2 0 0 0 C L A S S E N D U I L D I N G 

2 0 0 0 C L A S S E N B O U L E V A R D 

O K L A H O M A C I T Y , O K L A H O M A 73106 

J u l y 18, 1973 

Commissioner of Public Lands 
P. 0. Box 1148 
Santa Fe, New Mexico 87501 

A t t n : Mr. Ray D. Graham, D i r e c t o r 
O i l and Gas Department 

New Mexico O i l Conservation Commission 
P. O. Box 2088 
Santa Fe, New Mexico 87501 

RE: Amendment t o Jornada d e l Muerto Un i t 
S i e r r a County, New Mexico 

Gentlemen: 

Please r e f e r t o our l e t t e r of June 11, 1973, requesting your 
approval of a proposed amendment t o Section 9 of the Jornada 
d e l Muerto U n i t Agreement. The requested amendment provides 
f o r a three months extension of the six-month p e r i o d between 
completion o f the f i r s t t e s t w e l l and the commencement of the 
d r i l l i n g of the second t e s t w e l l . 

The United States Geological Survey has advised i n a l e t t e r 
dated J u l y 16 t h a t a duly executed amendment, approved by the 
app r o p r i a t e o f f i c i a l s of the State of New Mexico, w i l l be approved 
by the United States Geological Survey. A copy of the J u l y 16th 
l e t t e r i s enclosed f o r your i n f o r m a t i o n . Also enclosed i s a copy 
of the amendment r e f e r r e d t o i n the l e t t e r . This amendment was 
fur n i s h e d t o the United States Geological Survey f o r approval as 
t o form. 

S i n c e r e l y , 

BEARD OIL COMPANY 

vjva 

Enclosures 



United States Department of the Interior 

GEOLOGICAL SURVEY 

Denver, Colorado 

Beard O i l Company-
Attention: Mr. J. K. Caskey 
Suite 200, 2000 Classen Building 
2000 Classen Boulevard 
Oklahoma City, Oklahoma 73106 

" dN JUL 16 1973 

Gentlemen: 

Your l e t t e r of June 7, 1973, requests preliminary concurrence 
of a proposed amendment to section 9 of the Jornada Del Muerto 
u n i t agreement, Sierra County, New Mexico. 

The proposed amendment provides for a 3-month extension of the 
si x month period between the completion of the f i r s t t e s t w e l l 
and commencement of the d r i l l i n g of the second test w e l l . 

A duly executed amendment conformed to the attached copy, approved 
by the appropriate o f f i c i a l s of the State of New Mexico, w i l l be 
approved, i f submitted i n approvable status w i t h i n a reasonable 
period of time. 

Sincerely yours, 

Conservation Manager 
Central Region 
For the Director 



AMENDMENT TO UNIT AGREEMENT 

WHEREAS, instrument dated May 10, 1972, and styled "Unit 
Agreement f o r the Development and Operation of the Jornada del 
Muerto Unit Area, County of Sierra, State of New Mexico" was 
executed and entered i n t o by Beard O i l Company July 25, 1972, 
and which agreement was adopted or r a t i f i e d by various other 
pa r t i e s ; and 

WHEREAS, Section 9 of said Unit Agreement required the 
commencement of one we l l w i t h i n six (6) months a f t e r the e f f e c ­
t i v e date of said Unit and the commencement of a second w e l l 
w i t h i n six (6) months following completion of the f i r s t t e s t 
w e l l ; and 

WHEREAS, because of the d e s i r a b i l i t y of conducting addi­
t i o n a l geophysical exploration work w i t h i n the Unit Area p r i o r 
to the commencement of the second w e l l , 

NOW, THEREFORE, f o r and i n consideration of the mutual 
benefits accruing to a l l p a r t i e s , Section 9 of the above r e f e r ­
enced Unit Agreement i s hereby amended so th a t the f o l l o w i n g 
language contained i n l i n e 33 of page 8 of said Unit Agreement 
which reads " w i t h i n six (6) months f o l l o w - " s h a l l be and i s 
hereby amended to read "wi t h i n nine (9) months f o l l o w - " . The 
period of six (6) months r e l a t i n g to the lapse of time between 
completion of the f i r s t w e l l and commencement of the second w e l l 
i s stated i n other l i n e s of said Section 9 and i n each such case 
the reference to six (6) months s h a l l be and i s hereby amended 
to read nine (9) months. 

I n a l l other respects the referenced Unit Agreement as 
w r i t t e n s h a l l remain i n f u l l force and e f f e c t and i s i n no other 
way amended hereby. 

This amendment may be executed by a l l the current owners 
of a l l of the i n t e r e s t o r i g i n a l l y committed t o said Unit Agree­
ment e i t h e r by execution of t h i s amendment proper or by separate 
instrument adopting and r a t i f y i n g t h i s amendment and may be exe­
cuted by said par t i e s i n counterparts. 

EXECUTED t h i s the day of , 
A.D., 1973. 

BEARD OIL COMPANY 
ATTEST: Unit Operator and Working I n t e r e s t Owner 

By ; 
Secretary J. K. Caskey, Vice President 

George A. Dowdle 

Dulcie Williams 

Mary Carney 

Sarah E. Alger 

Hazel B. Polly 



Beulah Mae Bledsoe 

Aurel Edward Bledsoe 

R. M. Moran 

STATE OF OKLAHOMA X 

X 
COUNTY OF OKLAHOMA X 

The foregoing instrument was acknowledged before me t h i s 
day of , 1973, by J. K. Caskey, Vice President 

of BEARD OIL COMPANY, a Delaware corporation, on behalf of said 
corporation. 

My commission expires: 

Notary Public i n and f o r 
said County and State. 

STATE OF X 

X 
COUNTY OF X 

The foregoing instrument was acknowledged before me t h i s 
day of , 1973, by GEORGE A. DOWDLE. 

Notary Public i n and f o r 
Said County and State. 

My commission expires: 

STATE OF X 

X 
COUNTY OF X ' 

The foregoing instrument was acknowledged before me t h i s 
day of , 1973, by DULCIE WILLIAMS. 

My commission expires: 

Notary Public i n and f o r 
Said County and State. 



STATE OF X 

X 
COUNTY OF I 

The foregoing instrument was acknowledged before me t h i s 
day of , 1973, by MARY CARNEY. 

Notary Public i n and f o r 
My commission expires: Said County and State 

STATE OF X 

X 
COUNTY OF X 

The foregoing instrument was acknowledged before me t h i s 
day of , 1973, by SARAH E. ALGER. 

My commission expires: Notary Public i n and f o r 
Said County and State. 

STATE OF X 

X 
COUNTY OF X 

The foregoing instrument was acknowledged before me t h i s 
day of , 1973, by HAZEL B. POLLY. 

My commission expires: Notary Public i n and f o r 
Said County and State 

STATE OF X 

X 
COUNTY OF X 

The foregoing instrument was acknowledged before me t h i s 
day of , 1973, by BEULAH MAE BLEDSOE. 

My commission expires: Notary Public m and f o r 
Said County and State 

STATE OF X 

X 
COUNTY OF X 

The foregoing instrument was acknowledged before me t h i s 
day of , 1973, by AUREL EDWARD BLEDSOE. 

My commission expires: Notary Public i n and f o r 
Said County and State 



STATE OP X 

X 
COUNTY OF X 

The foregoing instrument was acknowledged before me 
t h i s day of , 1973, by R. M. MORAN. 

My commission expires: 

Notary Public i n and f o r 
Said County and State. 



APPROVED: _ ^ Date 
Commissioner of Public Lands 
State of New Mexico 
(Subject to l i k e approval by the 
Conservation Manager, Central Region, 
U. S. Geological Survey) 

APPROVED: j Date 
Conservation Manager, Central Region 
U. S. Geological Survey 
(Subject to l i k e approval of the 
Commissioner of Public Lands, 
State of New Mexico) 



CHANGE IN UNIT OPERATOR 
JORNADO DEL MUERTO UNIT 

SIERRA COUNTY, STATE OF NEW MEXICO 
NO. 1^-08-0001-11600 

THIS INDENTURE dated as of the 1st day of December, 1973, by and between 
BEARD OIL COMPANY, Suite 200, 2000 Classen Building, Oklahoma City, Oklahoma 73106, 
hereinafter designated as " F i r s t Party," and EXXON CORPORATION, having as an address 
f o r i t s d i v i s i o n , Exxon Company, U.S.A., P. 0. Box 2305, Houston, Texas 77001, here­
i n a f t e r designated as "Second Party." 

WITNESSETH: Whereas under the provisions of the act of February 25, 1920, 
k l Stat. 1+37, 30 U.S.C. secs. l 8 l , et seq., as amended by the act of August 8, 19^6, 
60 Stat. 950, the Secretary of the I n t e r i o r , through his delegate, the O i l and Gas 
Supervisor of the Geological Survey, on the 22nd day of August, 1972, approved a u n i t 
agreement f o r Jornado Del Muerto Unit, wherein the F i r s t Party i s designated as Unit 
Operator; and 

WHEREAS the F i r s t Party desires to t r a n s f e r , assign, release, and quitclaim, 
and the Second Party desires to assume a l l r i g h t s , duties, and obligations of Unit 
Operator under the u n i t agreement; and 

WHEREAS f o r s u f f i c i e n t and valuable consideration, the receipt whereof i s 
hereby acknowledged, the F i r s t Party has transferred, conveyed, and assigned a l l 
i t s r i g h t s under certain operating agreements involving lands w i t h i n the area set 
f o r t h i n said u n i t agreement unto the Second Party. 

NOW, THEREFORE, i n consideration of the premises hereinbefore set f o r t h , 
the F i r s t Party does hereby tr a n s f e r , assign, release, and quitclaim unto Second 
Party a l l of F i r s t Party's r i g h t s , duties, and obligations as Unit Operator under 
said u n i t agreement; and 

Second Party hereby accepts t h i s assignment and hereby covenants and agrees 
t o f u l f i l l the duties and assume the obligations of Unit Operator under and pursuant 
t o a l l the terms of said u n i t agreement to the f u l l extent set f o r t h i n t h i s assign­
ment, e f f e c t i v e upon approval of t h i s indenture by the O i l and Gas Supervisor of the 
Geological Survey; said u n i t agreement being hereby incorporated herein by reference 
and made a part hereof as f u l l y and e f f e c t i v e l y as though said u n i t agreement were 
expressly set f o r t h i n t h i s instrument. 

IN WITNESS WHEREOF, the parties hereto have executed t h i s instrument as of 
the date hereinabove set f o r t h . 

BEARD OIL COMPANY 

(Witnesses) Attorney in Fact (FIRST PARTY) 

EXXON CORPORATION 

w.^QLfl&J-l By tf 
(Witnesses)^ Attorney i n 2&ct 

(SECOND PARTY) 

Approved 

Form 

JErad 

I hereby app rove the foregoing indenture designating EXXON CORPORATION as 
Unit Operator under the u n i t agreement f o r the Jornado Del Muerto Unit Area, t h i s 

day o f , 1973. 

O i l and Gas Supervisor of the 
Geological Survey 



January 11, 197k 

I n Re: Change of Operator 
Jornado Del Muerto Unit 
Sierra County, New Mexico 

U. S. Department of the I n t e r i o r 
Geological Survey 
Drawer 1857 

Roswell, New Mexico 88201 

Attention: Mr. Carl C. Tra.ywick 

Gentlemen: 
In accordance with your letter of December 18, 1973, the Geological Survey 
approved Exxon Corporation as Operator, succeeding Beard Oil Company, in the 
captioned Unit, being Contract No. l4-O8~O0Ol-ll6OO. This approved Change in 
Unit Operator was effective December 1, 1973, subject to like approval by the 
Commissioner of Public Lands of the State of New Mexico. Accordingly, we attach 
hereto three such approved copies executed by Alex J. Armijo under date of January 
7, 197k. 

We are likewise providing copies of the approved Change of Operator by the U.S.G.S. 
and State to the O i l Conservation Commission of the State of New Mexico and the 
Working Inter e s t Owners which have r a t i f i e d t h i s Unit. 

Very t r u l y yours, 

Exxon Company, U.S.A. 

WHH: l p j LAND-UNITIZATION 
Attachment s/3 
cc/w 2 Attach: O i l Conservation Commission 

State of New Mexico 
P. 0. Box 2088 
Santa Fe, New Mexico 87501 

Beard O i l Company 
Attn: Mr. J. K. Caskey 

Vice President 
Suite 200, 2000 Classen Building 
2000 Classen Boulevard 
Oklahoma City, Oklahoma 73106 

WORKING INTEREST CWNERS - See Attached L i s t 



ATTACHMENT TO LETTER TO U.S.G.S. 
January 11, 197^ 

LIST OF WORKING INTEREST OWNERS - JORNADO DEL MUERTO UNIT 

Dulci Williams 
Box 8U9 
Deming, New Mexico 88030 

R. M. Moran 
Box 1919 
Hobbs, New Mexico 882kO 

Mary Carney, Sarah E. Alger 
300 South Tin Street 
Deming, New Mexico 88030 

George A. Dowdle 
P. -0. Box 849 
Deming, New Mexico 88030 

Hazel B. Polly 
Beulah Mae Bledsoe 
Aurel Edward Bledsoe 
3307 Trailing Hearts Road 
Roswell, New Mexico 88201 



JORNADO DEL MUERTO UNIT 
SIERRA COUNTY, STATE OF IIF.-J MEXICO 

NO. Ik-O8-OOOI-II6OO 

THIS INDENTURE dated as of the 1st day of Deceiriber, 1973,, by and between 
BEARD OIL COMPANY, Suite 200, 2000 Classen Building, Oklahoma City,.Oklahoma 73106, 
hereinafter designated as " F i r s t Party", and EXXON CORPORATION, having as an address 
f o r i t s d i v i s i o n , Exxon Company, U.S.A., P. 0. Box 2305, Houston, Texas 77001, here­
i n a f t e r designated as "Second Party." 

WITNESSETH: 

WHEREAS, under the provisions of an Act of the Legislature (Sec. 1, Chap, 
162, Laws of 1951, and Secs. 1 and 2, Chap. 176. Laws of 1961, See Chap. 7, A r t i c l e 
I I , Secs. 39, kO and Ul New Mexico Statutes 1953, Annotated) the Commissioner of 
Public Lands, on the 31st day of July, 1972, approved a Unit Agreement f o r the 
Jornado Del Muerto Unit, wherein the F i r s t Party i s designated as Unit Operator, and 

WHEREAS, the FIRST PARTY desires t o t r a n s f e r , assign, release, and quitclaim, 
and the SECOND PARTY desires to assume a l l the r i g h t s , duties and obligations of UNIT 
OPERATOR under the Unit Agreement; and 

WHEREAS, f o r s u f f i c i e n t and valuable consideration, the receipt whereof i s 
hereby acknowledged, the FIRST PARTY has transferred, conveyed, and assigned a l l i t s 
r i g h t s under certain operating agreements involving lands w i t h i n the area set f o r t h 
i n said Unit Agreement unto the SECOND PARTY: 

NOW, THEREFORE, i n consideration of the premises hereinbefore set f o r t h , the 
FIRST PARTY does hereby t r a n s f e r , assign, release, and quitclaim unto SECOND PARTY a l l 
of FIRST PARTY'S r i g h t s , duties, and obligations as Unit Operator und.er said Unit 
Agreement and which accrue a f t e r e f f e c t i v e date hereof; and 

SECOND PARTY hereby accepts t h i s assignment and hereby convenants and agrees 
t o f u l f i l l the duties and assume the obligations of Unit Operator under and pursuant 
t o a l l the terms of said Unit Agreement to the f u l l extent set f o r t h i n t h i s assignment, 
e f f e c t i v e upon approve of t h i s indenture by the Commissioner of Public Lands; said Unit 
Agreement being hereby incorporated herein by reference and made a part hereof as f u l l y 
and e f f e c t i v e l y as though said Unit Agreement were expressly set f o r t h i n t h i s instrumen 

IN WITNESS WHEREOF, the par t i e s hereto have executed t h i s instrument as of the 
date hereinabove set f o r t h . 

BEARD OIL COMPANY 
• Power cf Attorney end Corporate Qualifications 

previously filed in NM C< is ci!!! in effect. 

By , 
(Witnesses) Attorney-in-Fact 

(FIRST PARTY) 

EXXON CORPORATION 
r 1 

5,orni--d 

By ' •' 
(Witnesses). Attorney i n Fact' 

(SECOND PARTY) 

I hereby approve the foregoing indenture designating EXXON CORPORATION as Unit 
Operator under the u n i t agreement f o r the Jornado Del Muerto Unit Area, t h i s 7^£-__ day 
of / l ^ ^ ^ t ^ ^ t ., 197^ 

COMMISSIONER OF PUBLIC LANDS 
J 



STATE 0? TEXAS 5 
: ss 

COUNTY OF MIDLAND 5 

The foregoing instrument was acknowledged before me this 20th day 

of December 1973 by R. A. Bray , 

Attorney i n Fact of Exxon Corporation a Delaware 

corporation, on behalf of said corporation. 

My Commission Expires: 
"; Notary Public i n fed fo r S a i d County 

LENA P. JEHLE, NOTARY PUBLIC IN AND FOR 
; T THE COUNTY OF MIDLAND, STATE OF TEXAS. 

; • MY COMMISSION EXPIRES JUiJE 1, 197J[} 

STATE OF OKIAHOKA j 
: ss 

COUNTY OF $ 

The foregoing instrument v/as acknowledged before me th i s 2 n d day 

of January, 1974 x2J^ by W. M» Beard, Attorney-in-Ffect 

of BEARD OIL COMPACT a Delaware 

corporation, on behalf of said corporation. 
^ (. > 
-. \ 

My Commission Expires; 

1-12-76 

Notary Public i n and for Said County 

STATE OF ) 
) ss. 

COUNTY OF ) 

The foregoing instrument was acknowledged before me this day of 
1973, by 

My Commission Expires: Notary Public 



United States Department of the Interior 

Drawer 1857 
Roswell, New Mexico 88201 

GEOLOGICAL SURVEY 

December 18, 1973 

Exxon Company \ 
A t t e n t i o n : Mr.' James H. Shaw 
P.O. Box 1600 
Midland, Texas 79701 

Gentlemen: 

Five copies of an instrument dated December 1, 1973, by which Beard O i l 
Company resigns as uni t operator and Exxon Corporation is|designated as 
successor u n i t operator for the Jornado Del Muerto u n i t agreement, Sierra 
County, New Mexico, No. 14-03-0001-11600, were f i l e d w i t h t h i s o f f i c e on 
December 17, 1973. The instrument has been executed by Beard O i l Company 
as the present unit operator and working in t e r e s t owner aiid Exxon Corpora­
t i o n as successor u n i t operator. 

The selection of Exxon Corporation as successor unit operator has been 
approved on t h i s date e f f e c t i v e as of December 1, 1973, sib'ject to l i k e 
approval by the Commissioner of Public Lands of the State of New Mexico. 
Copies of the approved instrument are being d i s t r i b u t e d to the appropriate 
Federal o f f i c e s and too copies are returned herewith. 

Sincerely yours, 

CARL C. TRAYWICK 
Acting Area O i l and Gas Supervisor 

CSIVED 
MIDLAND 

DEC 19 1S73 



CHANGE 
JOENADC 

UNIT OPERATOR 
•L MUERTO UNIT 

SIERRA COUNTY, STATE OF NEW MEXICO 
NO. lU-Oo-OOOl-lloOO 

THIS INDENTURE dated as of the 1st day of December, 19713, hy and between 
BEARD OIL COMPANY, Suite 200., 2000 Classen Building, Oklahoma j c i t y , Oklahoma 73106, 
hereinafter designated as " F i r s t Party," and EXXON CORPORATION̂  having as an address 
f o r i t s d i v i s i o n , Exxon Company, U.S.A. 
i n a f t e r designated as "Second Party." 

P. 0. Box 2305, Houston, Texas 77001, here-

WITNESSETH: Whereas under the provisions of the act of February 25, 1920, 
k l Stat. E37, 30 U.S.C. sees, l 8 l , et seq., as amended by the jact of August 8, I9U6, 
60 Stat. 950, the Secretary of the I n t e r i o r , through h i s delegate, the O i l and Gas 
Supervisor of the Geological Survey, on the 22nd day of August, 1972, approved a u n i t 
agreement f o r Jornado Del Muerto Unit, wherein the F i r s t Party i s designated as Unit 
Operator; and 

WHEREAS the F i r s t Party desires t o t r a n s f e r , assign, release, and quitclaim, 
and the Second Party desires to assume a l l r i g h t s , duties, and obligations of Unit 
Operator under the u n i t agreement; and ! 

WHEREAS for s u f f i c i e n t and valuable consideration, t h e i r e c e i p t whereof i s 
hereby acknowledged, the F i r s t Party has transferred, conveyed, and assigned a l l 
i t s r i g h t s under certain operating agreements inv o l v i n g landsIwithin the area set 
f o r t h i n said u n i t agreement unto the Second Party. 

NOW, THEREFORE, i n consideration of the premises hereinbefore set f o r t h , 
the F i r s t Party does hereby t r a n s f e r , assign, release, and quitclaim unto Second 
Party a l l of F i r s t Party's r i g h t s , duties, and obligations asjUnit Operator under 
said u n i t agreement; and ! 

Second Party hereby accepts t h i s assignment and herebyjcovenants and agrees 
t o f u l f i l l the duties and assume the obligations of Unit Operator under and pursuant 
t o a l l the terms of said u n i t agreement to the f u l l extent set f o r t h i n t h i s assign­
ment, e f f e c t i v e upon approval of t h i s indenture by the O i l and Gas Supervisor of the 
Geological Survey; said u n i t agreement being hereby incorporated herein by reference 
and made a part hereof as f u l l y and e f f e c t i v e l y as though said u n i t agreement were 
expressly set f o r t h i n t h i s instrument. 

I l l WITNESS WHEREOF, the p a r t i e s hereto have executed t h i s instrument as of 
the date hereinabove set f o r t h . I 

BEARD OIL COMPANY 

"(Witnesses) 

(Witnesses) 

/ / / By 7 / / ^ / ^ ^ , ^ 
Attorney i|i Fact 

j(FIRST PARTY) 

EXXON CORPORATION | Approved 

By 

Fora -V .:.<•• 

Attorney i n Fact 

(SECOND PARTY) 

.graded^ 

I hereby approve the foregoing indenture designating EXXON CORPORATION as' 
Unit Operator under the u n i t agreement f o r the Jornado Del Muerto Unit Area, t h i s 

SW.'j O i l and Gas Supervisor^f*/the 
Geological SuJrvey 



United States Department of the Interior 

GEOLOGICAL SURVEY 
Braver 1357 

Roswell, Sew Mexico 88201 

Deceotber 13, 1973 

Exxon Company 
Attention: Mr. James H. Shaw 
P.O. Box 1600 
Midland, Texas 79701 

Gentlesaen: 

Five copiea of an instrument dated December 1, 1973, by which Beard Oil 
Company resigns as unit operator aod bacon Corporation is dealgaated aa 
successor unit operator for the Jornado Del Muerto unit agreement, Sierra 
County, Hew Mexico, No. 14-08-0001-11600, were filed with thia o££icc on 
December 17, 1973. The instrument haa beta executed by! Beard Oil Costpany 
as the present unit operator and working interest owner and Exxon Corpora­
tion as successor unit operator. 

The selection of Sxxon Corporation as successor unit operator has been 
approved on this date effective as of December I, 1973, subject to like 
approval by the Conssiss loner of Public Lands of the State of New Mexico. 
Copies of the approved inatrtsaent are being distributed to the appropriate 
Federal offices and two copies are returned herewith. 

Sincerely yours, 

CARL C . TBA WICK 
Acting Area Oi l and Gas Supervisor 

cc: 
BLM, Santa Fe (w/cy ia s tr ) 

j/ffMOCC, Santa Fe ( l t r only) 
Com. Pub. Lands, Santa Fe ( l t r only) 
Artesia (w/cy instr) 

JAGillham:ds 



United States Department of the Interior 

GEOLOGICAL SURVEY 
Drawer 1857 

Roswell, Haw Mexico 88201 

September 4, 1973 

Beard Oil Company / 
Attention: Mr. J. K. Caskey ' 
Suite 200, 2000 Classen Building 
2000 Classen Boulevard 
Oklahoma City, Oklahoma 73106 

Gentlemen: 

Three approved copies of your amendment te the Jornada Del Muerto unit 
agreement, Sierra County, New Mexico, Mo. 14-08-0001-11600, are enclosed. 
Such amendment was given preliminary approval by Survey letter of July 16, 
1973, and is now approved affective as of September 4, 1973, subject to 
like approval by tbe appropriate officials of the State of New Mexico. 

The amendment modifies section 9 of the malt agreement to provide nine 
months, instead of six months, elapse of time between the completion of 
the first test well aad commencement of the drilling of the second test 
well. The second unit test well is now due to be commenced by January 16, 
1974, inasmuch as the first unit test veil was plugged and abandoned on 
April 16, 1973. 

cc: 
Artesia (w/cy of amendment) 
BLM, Santa Fe (w/cy of amendment) 
N̂MOCC, Santa Fe (ltr only) 
Com. Pub. Lands, Santa Fe (ltr only) 

Sincerely yours, 

M. 0. FREDERICK 
Area Oil and Gas Supervisor 

JAGillham:ds 
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O I L C O N S E R V A T I O N C O M M I S S I O N 
P. O. BOX 2088 

SANTA F E , NEW MEXICO 8750! 

U 7 b 

July 16, 1974 

Exxon Corporation 
P. 0. Box 1600 
Midland, Texas 79701 

Attention: Mr. Marvin L. Wigley 

Ret Proposed Amendment to Unit 
Agreement, Jornado del 
Muerto Unit, Sierra County, 
New Mexico. 

Gentlemen: 

This is to advise that the New Mexico Oil Conservation Commission has 
this date approved the amendaent to Section 9 to allow an extension 
of time to March 4, 1975, for the cosssencement of the drilling of the 
third well for the Jornado del Muerto Unit, Sierra County, Nev Mexico, 
subject to like approval by the United States Geological Survey and 
the Commissioner of Public Lands of the State of New Mexico. 

Very truly yours, 

A. L . PORTER, J r . 
Secretary-Director 

ALP/JEK/og 

ect Commissioner of Public Lands - Santa Fe 
United States Geological Survey - Roswell 



EJgON COMPANY U.S.A. 
POST OFFICE BOX 1600 • MIDLAND, TEXAS 79701 

EXPLORATION DEPARTMENT 
SOUTHWESTERN DIVISION 

June 17, 197^ 

In Re: Jornado del Muerto Unit 
Proposed Amendment 
Sierra County, New Mexico 

O i l Conservation Commission 
State of New Mexico 
P. 0. Box 2088 
Santa Fe, Hew Mexico 87501 

Attention: Mr. A. L. Porter, Jr. 
Secretary-Director 

Gentlemen: 

We enclose copy of our Application dated June i h , 197^-, addressed to the Commissioner 
of Public Lands wherein we propose the Amendment of the above captioned u n i t i n the 
par t i c u l a r s therein stated. A copy of the proposed Amendment i s also attached. A 
similar application was f i l e d with the U.S.G.S. on the same date. 

I f you f i n d the proposed Amendment to be acceptable, we would appreciate being 
advised of your approval of same. 

Yours very t r u l y , 

Marvin L. Wigley \ \ 
Supervisor, Land-Unitization 

MLMhlpj 

Enclosures 

cc: U.S.G.S. 
Attn: Mr. Carl Traywick 
Drawer 1857 
Roswell, New Mexico 88201 

The Commissioner of Public Lands 
Attn: Mrs. Mary Swartz 
P. 0. Box 11^8 
Santa Fe, New Mexico 87501 

A DIVISION OF EXXON CORPORATION 



> E ^ O N COMPANY U.S.A. 
POST OFFICE BOX 1600 • MIDLAND. TEXAS 79701 

EXPLORATION DEPARTMENT 
SOUTHWESTERN DIVISION 

June 14, 1974 

I n re: Jornado del Muerto Unit 
Proposed Amendment 
Sierra County, New Mexico 

The Commissioner of the Public Lands 
P. 0. Box 1148 
Santa Fe, New Mexico 87501 

Attention: Mrs. Mary Swartz 

Gentlemen: 

Section 9., D r i l l i n g to Discovery, commencing on Page 9 of the Unit Agreement on 
the above captioned Unit, provides that the Unit Operator w i l l d r i l l a t o t a l of 
four (4) wells to t e s t the e n t i r e San Andres formation, said wells not to exceed 
a t o t a l depth of 3500 feet. The f i r s t such test had to be commenced w i t h i n s i x 
(6) months a f t e r the e f f e c t i v e date of the Unit, and subsequent tests must be 
d r i l l e d with not more than s i x (6) months between the completion of one w e l l and 
the commencement of the next. 

As you know, Beard O i l Company d r i l l e d the f i r s t of these tests to a t o t a l depth 
of 9800 feet i n the Canyon formation of Pennsylvanian age. Following the f i r s t 
t e s t , Exxon acquired Beard's p o s i t i o n i n the Unit and, a f t e r amendment of the Unit 
Agreement, Exxon spudded the second required t e s t on January 4, 1974. This second 
t e s t was d r i l l e d to a t o t a l depth of 8850 feet and tested the e n t i r e Pennsylvanian 
series. I t was plugged and abandoned on March 4, 1974. 

Since the second t e s t was abandoned, we have d i l i g e n t l y continued our geologic 
i n v e s t i g a t i o n , as described l a t e r herein, both inside and outside the Unit Area, 
i n an e f f o r t to develop a d d i t i o n a l information that w i l l enable us to d r i l l the 
best possible l o c a t i o n . Our e f f o r t s are continuing at t h i s time and evaluation 
of information has not been completed. 

We recognize that under the terms of the Unit Agreement, we must commence the 
next test on or before September 4, 1974. Based on our information at t h i s time, 
we believe the d r i l l i n g of another Pennsylvanian t e s t would be of appreciably 
greater value to you and to our Company, from the standpoint of data to be gained 
and possible productive p o t e n t i a l , than the two (2) remaining San Andres tests 
as«required by the Unit Agreement. Also, due to r i g a v a i l a b i l i t y and the pipe 
shortage, we are reluctant to d r i l l any w e l l without adequate geologic j u s t i f i c a t i o n . 

A DIVISION Of EXXON CORPORATION 



The Commissioner of the Public Lands 
June 14, 1974 
Page 2 

For the above reasons and considering the fact that we need additional time i n • 
which to assemble and evaluate geologic information, we propose that Section 9 
of the Unit Agreement be amended as follows: 

(1) The obligation to d r i l l four (4) San Andres tests be deleted 
and a provision inserted requiring three (3) Pennsylvanian tests. 
Two of the three Pennsylvanian tests have already been d r i l l e d and 
are described i n the second paragraph of this l e t t e r . The thi r d 
Pennsylvanian test, to be d r i l l e d in the future, w i l l test the entire 
Pennsylvanian formation. 

(2) The commencement date for the next (third) well should be on or 
before March 4, 1975. This w i l l give us the needed time to complete 
our work and choose the best location. 

(3) Our failure to d r i l l the well i n accordance with the terms of the 
Unit Agreement, as amended, and i n the absence of any extension of 
time, would result i n the termination of the Unit as provided i n the 
Unit Agreement. 

We are enclosing the following items for your consideration and approval: 

1. Four (4) copies of Amendment to Unit Agreement as prepared by the Law firm of 
Hinkle, Bondurant, Cox & Eaton. We believe this Amendment, as prepared, w i l l 
accomplish the objectives proposed above. 

2. Progress Summary of Exxon A c t i v i t y i n the area of Jornado del Muerto Unit. 

3. Seismic Base Map of Area showing the location and extent of our seismic 
a c t i v i t y . 

4. Regional Map showing Pennsylvanian and Pre-Cambrian outcrops i n South Central 
New Mexico. The yellow dots show Field Work Locations. We hope to continue 
this work i n other areas. 

We believe our proposed Amendment i s to the best interest of a l l parties concerned. 
Please consider this l e t t e r to be our formal application to amend Section 9 of the 
Unit Agreement as set forth i n the enclosed proposed Amendment. Your early 
approval of this application w i l l be much appreciated. 

Yours very t r u l y , 

EXXON CORPORATION 

MLW: jd 
Encls. 

Marvin L. Wigley 
Supervisor, Land Unitization 



AMENDMENT TO UNIT AGREEMENT 

WHEREAS, under date of May 10, 1972, Beard O i l Company and others entered 
int o a Unit Agreement for the Development and Operation of the Jornada del 
Muerto Unit Area, County of Sierra, State of New Mexico, which Unit Agreement 
was amended under date of August 10, 1973; and 

WHEREAS, the undersigned owners of a l l interests committed to the Unit 
Agreement desire to amend i t as hereafter set out. 

NOW, THEREFORE, i n consideration of the mutual benefits accruing to the 
parties, the undersigned agree as follows: 

1. Section 9 of the Unit Agreement, as amended, i s hereby deleted and 
the following substituted i n i t s place: 

"9. DRILLING TO DISCOVERY. Within six (6) months a f t e r the 
e f f e c t i v e date hereof, the Unit Operator shall begin to d r i l l an 
adequate test well at a location approved by the Supervisor i f on 
Federal land, or by the Land Commissioner i f on State Land, or by 
the Conservation Commission i f on pr i v a t e l y owned land, unless on 
such e f f e c t i v e date a well i s being d r i l l e d conformably with the 
terms hereof and thereafter continue such d r i l l i n g d i l i g e n t l y u n t i l 
the Canyon formation of Pennsylvanian age has been tested or u n t i l 
at a lesser depth unitized substances shall be discovered which can 
be produced i n paying quantities ( t o - w i t : quantities s u f f i c i e n t to 
repay the costs of d r i l l i n g , and producing operations, with a reason­
able p r o f i t ) or the Unit Operator s h a l l at any time establish to the 
s a t i s f a c t i o n of the Supervisor i f on Federal land, of the Land Commis­
sioner i f on State land, or of the Conservation Commission i f on 
pri v a t e l y owned land, that further d r i l l i n g of a p a r t i c u l a r well 
would be unwarranted or impractical. Within nine (9) months following 
completion of the f i r s t t e st well (and whether or not such be com­
pleted as a producer, or plugged and abandoned) Unit Operator s h a l l 
commence d r i l l i n g a second t e s t well at a location approved by the 
Supervisor i f on Federal land, or by the Land Commissioner i f on State 
land, or by the Conservation Commission i f on pr i v a t e l y owned land; 
and w i t h i n one (1) year from the completion of said second test well 
(and whether or not such be completed as a producer or plugged and 
abandoned) Unit Operator s h a l l commence the d r i l l i n g of a t h i r d t est 

,well at a location approved by the Supervisor i f on Federal land, or 
by the Land Commissioner of on State land, or by the Conservation 
Commission i f on p r i v a t e l y owned land, to a depth s u f f i c i e n t to test 
the e n t i r e Pennsylvanian formations at approximately 7500 feet or to 
a point equivalent to the top of the Rancheria formation (Mississippian) 
as defined by the gamma ray-sonic log dated February 2, 1974, i n the 
Exxon No. 1 Beard-Federal well located 1980 feet from the south line, 
and 1980 feet from the east l i n e of Section 5, Township 14 South, Range 
1 East, N.M.P.M., at 7828 feet, whichever s h a l l f i r s t occur. I t i s 
the intent of t h i s section that Unit Operator s h a l l i n i t i a l l y d r i l l 
three ob l i g a t i o n wells located i n d i f f e r e n t portions of the u n i t area 
to test the Pennsylvanian formation. U n t i l the discovery of a 
deposit of unitized substances capable of being produced i n paying 
quantities, Unit Operator s h a l l continue d r i l l i n g d i l i g e n t l y one well 
at a time, allowing not more than the time hereinabove specified 
between the completion of one oblig a t i o n well and the beginning of 
the next obl i g a t i o n well and not more than six (6) months between 
the completion of the t h i r d o b l i g a t i o n well or any subsequent well 
and the beginning cf the next w e l l , u n t i l a well capable of producing 
unitized substances i n paying quantities i s completed to the s a t i s ­
faction of the Supervisor i f on Federal land, of the Land Commissioner 
i f on State land, or of the Conservation Commission i f on p r i v a t e l y 
owned land, or u n t i l i t i s reasonably proved that the un i t i z e d land 
is incapable of producing unitized substances i n paying quantities 
i n the formations d r i l l e d hereunder. 



Following the completion of the i n i t i a l two obli g a t i o n wells, 
the Supervisor and the Land Commissioner may modify the d r i l l i n g 
requirements of t h i s section f o r the t h i r d obligation well and 
subsequent wells by granting extensions of time. I n the event 
d r i l l i n g of any of said i n i t i a l three o b l i g a t i o n wells has not been 
commenced timely, t h i s Unit Agreement s h a l l , e f f e c t i v e the f i r s t 
day of the month following the default, terminate or be contracted 
as hereinafter provided. 

Upon f a i l u r e to commence any well provided"for i n t h i s section 
w i t h i n the time allowed, including any extension of time granted 
by the Supervisor and Land Commissioner, t h i s agreement w i l l auto-
m a t i c i a l l y terminate. Upon f a i l u r e to continue d r i l l i n g d i l i g e n t l y 
any well commenced hereunder, the Supervisor and Land Commissioner 
may, a f t e r 15-days notice to the Unit Operator, declare t h i s unit 
agreement terminated. I n the event one or more of the three i n i t i a l 
o b l i g a t i o n test wells required by t h i s section i s completed as a 
well capable of producing unitized substances i n paying quantities, 
and default occurs by f a i l u r e to commence and/or d r i l l the remaining 
i n i t i a l o b l i g a t i o n well or wells, then, i n l i e u of t h i s Unit Agree­
ment being terminated, the Unit Area s h a l l be contracted to eliminate 
by legal subdivision a l l lands not e n t i t l e d to be i n a p a r t i c i p a t i n g 
area established i n accordance with the provisions of the Unit Agree­
ment. The only penalty f o r f a i l u r e to timely commence and/or d r i l l 
the three i n i t i a l o b l i g a t i o n wells provided for herein s h a l l be termi­
nation of t h i s Unit Agreement or contraction of the Unit Area as i n 
t h i s section provided." 

2. This Amendment may be executed i n counterparts or by separate instrument 
adopting and r a t i f y i n g t h i s Amendment. 

DATED t h i s day of June, 1974. 

EXXON CORPORATION 
Unit Operator and Working Interest Owner 

By: 
Attorney-in-Fact 

George A. Dowdle 

Dulcie Williams 

Mary Carney 

Sarah E. Alger 

Hazel B. Polly 

Beulah Mae Bledsoe 

Aurel Edward Bledsoe 

R. M. Moran 

-2-



STATE OF TEXAS X 
X ss 

COUNTY OF MIDLAND X 

The foregoing instrument was acknowledged before me th i s day of 
, 1974, by as Attorney-in-Fact on 

behalf of Exxon Corporation, a New Jersey corporation. 

Notary Public 
My Commission Expires: 

STATE OF X 
X ss 

COUNTY OF X 

The foregoing instrument was acknowledged before me t h i s day of 
, 1974, by GEORGE A. DOWDLE. 

Notary Public 
My Commission Expires: 

STATE OF X 
X ss 

COUNTY OF X 

The foregoing instrument was acknowledged before me t h i s day of 
, 1974, by DULCIE WILLIAMS. 

Notary Public 
My Commission Expires: 

STATE OF X 
X s s 

COUNTY OF X 

The foregoing instrument was acknowledged before me t h i s day of 
, 1974, by MARY CARNEY. 

Notary Public 
My Commission Expires: 

STATE OF X 
X ss 

COUNTY OF X 

The foregoing instrument was acknowledged before me t h i s day of 
, 1974, by SARAH E. ALGER. 

Notary Public 
My Commission Expires: 

-3-



STATE OF X 
X ss 

COUNTY OF X 

. The foregoing instrument was acknowledged before me t h i s 
, 1974, by HAZEL B. POLLY. 

Notary Public 
My Commission Expires: 

STATE OF X 
X ss 

COUNTY OF X 

The foregoing instrument was acknowledged before me th i s 
, 1974, by BEULAH MAE BLEDSOE. 

Notary Public 
My Commission Expires: 

STATE OF X 
X ss 

COUNTY OF X 

The foregoing instrument was acknowledged before me th i s 
, 1974, by AUREL EDWARD BLEDSOE. 

Notary Public 
My Commission Expires: 

STATE OF X 
X ss 

COUNTY OF X 

The foregoing instrument was acknowledged before me t h i s 
, 1974, by R. M. MORAN. 

My Commission Expires: 

Notary Public 



United States Department ofthe Int^ioi4''1 

Drawer 1857 
Roswell, Hew Mexico 88201 

GEOLOGICAL SURVEY 

January 29, 1975 

Beard Oil Company / ^" / 
Attention: Mr. Jack Yeisley 
Suite 200, 2000 Classen Building 
Oklahoma City, Oklahoma 73106 

Gentlemen: 

Receipt is acknowledged of six executed copies of an instrument dated 
January 10, 1975, wherein approval ia requested for the selection of 
Beard Oil Company as successor unit operator under the Jornado Del 
Muerto unit agreement, Sierra Couaty, Mew Mexico. The instrument has 
been executed by Ixxon Corporation as the present unit operator and 
working interest owner and Beard Oil Company as successor unit operator. 

The selection of Beard Oil Company as successor unit operator has been 
approved on this date effective as of January 10, 1975, subject to like 
approval by the Cosssissioner of Public lands of the State of Hew Mexico. 
Copies of the approved instrument are being distribute'! to the appro­
priate Federal offices and three copies are returned herewith. 

Sincerely yours, 

CARL C. TRAYWICK 
Acting Area Oil and Gas Supervisor 

cc: 
BLM, Santa Fe (w/cy instr.) 
NMOCC, Santa Fe (ltr only) 
Com. Pub. Lands, Santa Fe (ltr only) 
Artesia (w/cy instr.) 

JAGillham:ds 



/ 

State of New Mexico TELEFHOHE 
505-827-2748 

PHIL R. LUCERO 
COMMISSIONER 

Cctfiirtsstoner of Rilic Lands 
January 30, 1975 P. O. BOX 1148 

SANTA FE, NEW MEXICO 87501 

Beard Oil Company 
Suite 200, 2000 Cla*sen Building 
Oklahoma City, Oklahoma 73106 

Ba: Jornada Del Muerto Unit 
Sierra County, Mew Mexico 

ATTENTION: Mr. Jack Yeisley 

Gentlemen: 

This will acknowledge receipt of your letter dated January 22, 1975, 
together with five copiesof an instrument dated January 10, 1975, wherein 
approval ls requested for the selection of Beard Oil Company as successor 
unit operator under the Jornado Del Muerto Unit Agreement, Sierra County, 
Sew Mexico. 

Ihe Commissioner of Public Lands has this date approved your instrument 
selecting Beard Oil Company as successor unit operator effective January 10, 
1975. Tha USGS gave their asprovsl January 29, 1975. 

Enclosed are three (3) approved copies as per your request. 

Very truly yours, 

PHIL R. LUCERO 
COMMISSIONER OF PUBLIC LARDS 

BY: 
RAY D. GBAHAM, Director 
Oil and Gas Department 

PRL/RDG/s 
encis. 

USGS-Roswell, New Mexico 
OCC- Santa Fa, Hew Mexic 



United States Department of the Interior 

GEOLOGICAL SURVEY 

Drawer 1857 
Roswell, New Mexieo 88201 

August 20, 1974 

Exxon Company, U.S.A. 
Attention: Mr. Marvin L . Wigley 
P.O. Box 1600 
Midland, T xas 79701 

Gentleraen: 

On this date, the amendment to the Jornado del Muerto unit agreement, 
Sierra County, New Mexieo, No. 14-08-0001-11600, was approved effective as 
of August 20, 1974, subject to like approval by the appropriate officials 
of the State of New Mexico. Thia amendment was given preliminary approval 
by the Central Region Conservation Manager letter of August 2, 1974. 

The amendment modifies Section 9 oc the unit agreement by removing the 
preventable language for granting extensions of time in which to d r i l l the 
first four obligation wells and replaces such deletion with the provision 
that reasonable extensions of time may be granted for the drilling of unit 
wells, when warranted. The amendment has been executed by a l l parties 
committed to the unit agreement. 

Copies of the acne nd tae nt are being distributed to the appropriate Federal 
offices and one approved copy is returned herewith. 

Sincerely yours, 

(ORIG. SGD.) CARL C. TRAYWICK 
CARL C. TRAYWICK 
Acting Area Oil and Gas Supervisor 

cc: 
BLM, Santa Fe (w/cy amendment) 
/NMOCC, Santa Fe (ltr only) 
Com. Pub. Lands, Santa Fe (ltr only) 
Artesia (w/cy amendment) 



State of NewA/lexico TELEPHONE 
505-827-2748 

A L E X J . A R M I J O 

COMMISSIONER 

August 21, 1974 
P . O . BOX t 1 4 8 

SANTA F E , NEW MEXICO 

Exxon Company 
P. 0. Box 1600 
Midland, Texas 79701 

Re: Jornado Del Muerto Unit 
Sierra County, New Mexico 
(AMENDMENT) 

ATTENTION: Mr. Marvin L. Wigley 

Gentlemen: 

The Commissioner of Public Lands has t h i s date given f i n a l approval 
to the Amendment of Section 9 of the Jornado Del Muerto Unit, Sierra County, 
New Mexico. 

The Commissioner of Public Lands has also granted you a six (6) months 
extension of time i n which to commence the d r i l l i n g of the t h i r d w e l l as set 
fo r t h i n Section 9, D r i l l i n g to Discovery, therefore, the o b l i c a t i o n date 
to be March 4, 1975. 

These approvals are subject to l i k e approval by the United States 
Geological Survey. 

Very t r u l y yours, 

RAY D. GRAHAM, Director 
O i l and Gas Department 

AJA/RDG/s 

cc: 



State cf NcvvMerfco - 1 ^ S & 

PHIL R. LUCERO 
COMMISSIONER Commissioner of RJUic Lands 

s«f>t«a*«r 12, \9t$ 

P. O. BOX 1148 
SANTA FE, NEW MEXICO 87501 

l*#td Oil Coapaay 
Suite 206, 2000 C I M M K ftnlltfia*. 
Ofclahow* City, Oklahoma 7319* 

Sierra CottBcv. Seat Maul nm 

ATXZSXIOSt Hr. Jtefc T«i«Uy 

QeC&leamWH 

Thie will Mtaewl«4g* receipt «f ywwr letter datee* September 9, lf?5, 
veeiMMitiiig * ei* month m&tmmtm «f tim im whleh to oommenco grilling 
the fourth taat well under the terete *f tee captioned unit ftgreeewttt. 

The Ceaadeeioser mi Public iMmt* km thte mate approved your reepa*t 
•o tn* fourth unit test weill In BOW fee to fee commenced before midnight 
March 13, 1976. 

The United State* Geological Swrvey approved the extension Sa?tea**r 

i m . 
Very truly ywurs, 

W i t *» UOCK80 
6SBMISS£@BE& or rustic IASSS 

•art 
BAT D. GKABAM, Director 
Oil mA Gea Division 

SMBHseWPallt Sew Kftxleo 



Ccfnmissfoner of RJUic Lands 
PHIL R. LUCERO A p r i l 25, 1977 P. O. BOX 1148 

COMMISSIONER SANTA FE, NEW MEXICO 87501 

Beard O i l Company 
Suite 200, 2000 Classen Building 
2000 Classen Boulevard 
Oklahoma Cit y , Oklahoma 73106 

Re: R a t i f i c a t i o n and Joinder 
Township 13, 14, 15 South, Ranges 1 West 
1 East 
Jornada Del Muerto Unit 
Sierra County, New Mexico 

ATTENTION: Mr. Jack Yeisley 

Gentlemen: 

We are i n receipt of three (3) copies of Rati f i c a t i o n s and Joinders 
from both Exxon Corporation and Beard O i l Company covering the State leases 
included i n the Jornada Del Muerto Unit which have been renewed by each of 
the parties. 

The attached l i s t r e f l e c t s the new leases which are being committed 
to the Jornada Del Muerto Unit. The attached copy also r e f l e c t s the date 
these instruments were f i l e d i n t h i s o f f i c e . 

The Commissioner of Public Lands gives his approval of the Ratifications 
and Joinders as of t h i s date. 

We s h a l l be expecting revised Exhibits "A" and "B" to the Unit Agreement 
i n the very near future. 

Very t r u l y yours, 

PHIL R. LUCERO 
COMMISSIONER OF PUBLIC LANDS 

BY: 
RAY D. GRAHAM, Director 
O i l and Gas Division 

PRL/RDG/s 
encl. 
cc: USGS-Roswell, New Mexico 

OCC- Santa Fe, New Mexico t*~-



CONSENT AND RATIFICATION OF UNIT AGREEMENT 
AND UNIT OPERATING AGREEMENT FOR THE 
DEVELOPMENT AND OPERATION OF THE 
JORNADA DEL MUERTO UNIT AREA 
SIERRA COUNTY, NEW MEXICO 

Notice i s taken of the follo w i n g matters: 

1. The Jornada Del Muerto Unit Agreement covering 
115,180 acres, more or less, i n Townships 13, 14 and 15 
South, Ranges 1 West and 1 East, Sierra County, New Mexico, 
was approved by the O i l Conservation Commission f o r the 
State of New Mexico, the Supervisor f o r the United States 
Department of the I n t e r i o r , Geological Survey, and the 
Commissioner of Public Lands f o r the State of New Mexico. 
Reference i s hereby made to the Unit Agreement and Unit 
Operating Agreement f o r the Jornada Del Muerto Unit and the 
same are hereby incorporated herein f o r a l l purposes. 

2. At the time of the approval and formation of the 
Jornada Del Muerto Unit, c e r t a i n State of New Mexico o i l and 
gas leases were committed thereto, and as of the time of 
such approval, the o i l and gas lessee f o r each such lease 
was Beard O i l Company. 

3. The respective Jornada Del Muerto Unit t r a c t number 
the o l d State of New Mexico o i l and gas lease numbers and 
the respective lands involved i n each were as foll o w s : 

Tract 53: State of New Mexico O i l and Gas 
Lease L-2903-2 insofar as i t covered A l l of 
Section 32, Township 13 South, Range 1 West, 
N.M.P.M., Sierra County, New Mexico, containing 
640 acres, more or less. 

Tract 59: State of New Mexico O i l and Gas 
Lease L-3315-1 insofar as i t covered NW% Section 
9, SVlh Section 16, A l l Section 17, Township 15 
South, Range 1 West, N.M.P.M., Sierra County, 
New Mexico, containing 960 acres, more or less. 

Tract 60: State of New Mexico O i l and Gas 
Lease L-3316-1 insofar as i t covered Lots 1, 2, 
3, 4, E%W3s, Eh ( A l l ) Section 18, Lots 1, 2, 3, 4, 
EhVIh, SE% Section 19, Township 15 South, Range 1 
West, N.M.P.M., Sierra County, New Mexico, 
containing 1,119.38 acres, more or less. 

Tract 62: State of New Mexico O i l and Gas 
Lease L-3318-1 insofar as i t covered S%NW%, SW% 
Section 28, N%, SEh Section 29, Township 15 
South, Range 1 West, N.M.P.M., Sierra County, 
New Mexico , containing 720 acres, ir.ore or less. 

Tract 63: State of New Mexico O i l and Gas 
Lease L-3319-1 insofar as i t covered Lots 1, 2, 3, 
4, Eh Section 30, and Lots 1, 2, 3, 4, NE%, Eh^h 
Section 31, Township 15 South, Range 1 West, N.M.P.M., 
Sierra County, New Mexico, containing 961.18 acres, 
more or less. 



T r a c t 65: State o f New Mexico O i l and Gas 
Lease L-3321-2 i n s o f a r as i t covered A l l Section 
36/ Township 15 South, Range 1 West, N.M.P.M., 
S i e r r a County, New Mexico, c o n t a i n i n g 640 acres, 
more or l e s s . 

T r a c t 67: State o f New Mexico O i l and Gas 
Lease L-3600-1 i n s o f a r as i t covered A l l Section 
32, A l l Section 36, Township 14 South, Range 1 
West, N.M.P.M., S i e r r a County, New Mexico, con­
t a i n i n g 1,28 0 acres, more or l e s s . 

T r a c t 71: State o f New Mexico O i l and Gas 
Lease L-3822-1 i n s o f a r as i t covered A l l Section 
32, and A l l Section 36, Township 15 South, Range 
1 East, N.M.P.M., S i e r r a County, New Mexico, 
c o n t a i n i n g 1,280 acres, more or l e s s . 

4. Subsequent t o the f o r m a t i o n o f t h e Jornada Del 
Muerto U n i t s a i d above described State o f New Mexico o i l and 
gas leases were assigned t o Exxon Corporation. 

5. Said above described State o f New Mexico o i l and 
gas leases which were owned by Exxon Corpora t i o n have now 
been released by Exxon Corporation, but contemporaneously, 
a t t h e time o f such r e l e a s e , Exxon Corporation secured a 
renewal o f each such lease, w i t h a new date and under a 
d i f f e r e n c e lease number f o r each lease, s a i d leases are 
described hereinbelow and may sometimes h e r e i n a f t e r be 
r e f e r r e d t o as the "new leases"; s a i d new leases and the 
lands embraced t h e r e i n l y i n g w i t h i n the U n i t Area f o r the 
Jornada Del Muerto U n i t are described below. A l l new leases 
are i n f a v o r o f Exxon Corporation as Lessee and each i s 
dated November 19, 1976. A l l lands l i e w i t h i n S i e r r a County, 
New Mexico. 

(a) S t a t e o f New Mexico Lease LG-3931 
i n s o f a r as i t covers A l l Section 32, Township 
13 South, Range 1 West, N.M.P.M., c o n t a i n i n g 
640 acres, more or l e s s . 

(b) S t a t e o f New Mexico Lease LG-3932 
co v e r i n g NW% Sect i o n 9, SW% Section 16, 
A l l S e c t i o n 17, Township 15 South, Range 1 
West, N.M.P.M., c o n t a i n i n g 960 acres, more 
or l e s s . 

(c) S t a t e o f New Mexico Lease LG-3933 
co v e r i n g Lots 1, 2, 3, 4, Eh, EhWh Section 
18, Lots 1, 2, 3, 4, EhWh, SE% Section 19, 
Township 15 South, Range 1 West, N.M.P.M., 
c o n t a i n i n g 1,119.38 acres, more or l e s s . 

(d) State o f New Mexico Lease LG-3934 
cov e r i n g SJ2-NW%, SW% Section 28, N%, SEh Section 
29.- Township 15 South, Range 1 West, N.M.P.M., 
c o n t a i n i n g 7 20 acres, more or l e s s . 



(e) State of New Mexico Lease LG-3935 
covering Lots 1, 2, 3, 4, Eh Section 30, 
Lots 1, 2, 3, 4, NE%, EWs Section 31, Township 
15 South, Range 1 West, N.M.P.M., containing 
961.18 acres, more or less. 

( f ) State of New Mexico Lease LG-3936 
covering A l l of Section 36, Township 15 
South, Range 1 West, N.M.P.M., containing 
640 acres, more or less. 

(g) State of New Mexico Lease LG-3938 
covering A l l of Section 32, Township 14 
South, Range 1 West, N.M.P.M., containing 
640 acres, more or less. 

(h) State of New Mexico Lease LG-3940 
covering A l l of Section 32, Township 15 
South, Range 1 East, N.M.P.M., containing 
640 acres, more or less. 

6. Exxon Corporation, as the working i n t e r e s t owner of 
the new leases, desires to commit a l l of said leases as to 
a l l lands described above to the Unit Agreement and Unit 
Operating Agreement f o r the development and operation of the 
Jornada Del Muerto Unit Area, Sierra County, New Mexico. 

NOW, THEREFORE, i n consideration of the premises and 
other good and valuable considerations, the r e c e i p t and 
su f f i c i e n c y of which are hereby confessed, Exxon Corporation 
does hereby commit a l l of i t s i n t e r e s t i n and to the new 
leases described above to the Jornada Del Muerto Unit Agreement 
and the Jornada Del Muerto Unit Operating Agreement and does 
hereby consent to and r a t i f y a l l the terms and provisions of 
said agreement. Further, i n accordance w i t h the appropriate 
provisions of the Jornada Del Muerto Unit Agreement under 
Section 29 thereof and the Jornada Del Muerto Unit Operating 
Agreement under A r t i c l e 34.2 and other p e r t i n e n t provisions 
of such instruments, Exxon Corporation does hereby authorize 
and consent t o a r e v i s i o n , by the Unit Operator, of E x h i b i t 
"A" and E x h i b i t "B" to the Unit Agreement i n order t o r e f l e c t 
thereon the new lease numbers and to show Exxon Corporation 
as lessee of record as t o each of said above described new 
leases. 

IN WITNESS WHEREOF, t h i s instrument i s executed as of 
t h i s 16th day of March , 1977. 

EXXON CORPORATION, -7 

By: 
B. ij. Holland 
Attorney-in-Fact 
Post Office Box 16 00 
Midland, Texas 79701 



STATE OF TEXAS ) 
) S S . 

COUNTY OF MIDLAND ) 

The foregoing instrument was acknowledged before me t h i s 
16th day of March , 1977, by B. D. Holland as 

Attorney-in-Fact f o r Exxon Corporation, a New Jersey corporation, 
on behalf of said corporation. 

My Commission Expires: Notary P u b l i c ^ 
6 - 1 - 7 7 LENA P. JEHLE, NOTARY PU8LIC IN AND FOn 

THE COUNTY OF MIDLAND, STATE OF TEXAS. 
MY COMMISSION EXPIRES JUNE 1, 1 9 7 ; £ . 
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CONSENT AND RATIFICATION OF UNIT AGREEMENT ,v SV 
AND UNIT OPERATING AGREEMENT FOR THE " S J s 
DEVELOPMENT AND OPERATION OF THE 
JORNADA DEL MUERTO UNIT AREA 
SIERRA COUNTY, NEW MEXICO ' 

Notice is taken of the following matters: 

1. The Jornada Del Muerto Unit Agreement covering 115,180 acres, 
more or less, in Townships 13, 14, and 15 South, Ranges 1 West and 1 East, 
Sierra County, New Mexico, was approved by the Oil Conservation Commission 
for the State of New Mexico, the Supervisor for the United States 
Department of the Interior, Geological Survey, and the Commissioner of 
Public Lands for the State of New Mexico. Reference is hereby made to 
the Unit Agreement and Unit Operating Agreement for the Jornada Del 
Muerto Unit and the same are hereby incorporated herein for all purposes. 

2. At the time of the approval and formation of the Jornada Del 
Muerto Unit, certain State of New Mexico oil and gas leases were committed 
thereto, and as of the time of such approval, the oil and gas lessee for 
each such lease was Beard Oil Company. 

3. The respective Jornada Del Muerto Unit tract numbers, the old 
State of New Mexico oil and gas lease numbers and the respective lands 
involved in each were as follows: 

Tract 49: State of New Mexico Oil and Gas Lease K-6538-3 
insofar as i t covered Sh, Section 16, Township 14 South, Range 
1 West, N.M.P.M., Sierra County, New Mexico, containing 320.00 
acres, more or less. 

Tract 50: State of New Mexico Oil and Gas Lease K-6539-3 
insofar as i t covered Lots 1, 2, 3, 4, ShNh* Sh, Section 2 and 
N%, Section 16, Township 14 South, Range 1 West, N.M.P.M., Sierra 
County, New Mexico, containing 956.41 acres, more or less. 

Tract 55: State of New Mexico Oil and Gas Lease L-2911-3 
insofar as i t covered All, Section 32 and All, Section 36, 
-Township 13 South, Range 1 East, N.M.P.M., Sierra County, New 
Mexico, containing 1,280.00 acres, more or less. 

Tract 56: State of New Mexico Oil and Gas Lease L-3312-3 
insofar as i t covered Lots 1, 2, 3, 4, ShNh, Sh (All), Section 2 

- and Lots 3, 4, Shifts, ŴSW?*, Section 4, Township 15 South, 
Range 1 West, N.M.P.M., Sierra County, New Mexico, containing 
888.01 acres, more or less. 

Tract 66: State of New Mexico Oil and Gas Lease L-3599-2 
insofar as it covered Lots 1, 2, 3, 4, Sh^h, Sh (All), Section 2 
and All, Section 16, Township 14 South, Range 1 East, N.M.P.M., 
Sierra County, New Mexico, containing 1,276.99 acres, more or 
less. 

Tract 67: State of New Mexico Oil and Gas Lease L-3600-2 
insofar as i t covered All, Section 32 and All, Section 36, 
Township 14 South, Range 1 West, N.M.P.M., Sierra County, New 
Mexico, containing 1,280.00 acres, more or less. 

Tract 69: State of New Mexico Oil and Gas Lease L-3820-2 
insofar as i t covered NŴSŴ, SEliSWl*. Section 29 and All, Section 32, 
Township 14 South, Range 1 East, and SW'a, Section 21 and NWUNE1*, 
Section 26, Township 14 South, Range 1 West, N.M.P.M., Sierra 
County, New Mexico, containing 920.00 acres, more or less. 



Tract 70: State of New Mexico Oil and Gas Lease L-3821-2 
Insofar as i t covered Lots 1, 2, 3, 4, ŜN's, SH (All), Section 2 
and All, Section 16, Township 15 South, Range 1 East, N.M.P.M., 
Sierra County, New Mexico, containing 1,267.34 acres, more or less. 

Tract 71: State of New Mexico Oil and Gas Lease L-3822-2 
Insofar as i t covered All, Section 32 and All, Section 36, 
Township 15 South, Range 1 East, N.M.P.M., Sierra County, New 
Mexico, containing 1,280.00 acres, more or less. 

4. Said above described State of New Mexico oil and gas leases which 
were owned by Beard Oil Company have now been released by Beard Oil Company, 
but contemporaneously, at the time of such release, Beard Oil Company 
secured a renewal of each such lease, with a new date and under a different 
lease number for each lease, said leases are described hereinbelow and may 
sometimes hereinafter be referred to as the "new leases"; said new leases 
and the lands embraced therein lying with the Unit Area for the Jornada 
Del Muerto Unit are described below. All new leases are in favor of 
Beard Oil Company as Lessee and each is dated January 4, 1977. All lands 
lie within Sierra County, New Mexico. 

(a) State of New Mexico Oil and Gas Lease LG-4020 insofar 
as i t covers S%, Section 16, Township 14 South, Range 1 West, 
N.M.P.M., containing 320.00 acres, more or less. 

(b) State of New Mexico Oil and Gas Lease LG-4019 insofar 
as i t covers Lots 1, 2, 3, 4, S^, S1 ,̂ Section 2 and N*s, Section 16, 
Township 14 South, Range 1 West, N.M.P.M., containing 956.41 acres, 
more or less. 

(c) State of New Mexico Oil and Gas Lease LG-4007 insofar 
as i t covers All, Section 32 and All, Section 36, Township 13 South, 
Range 1 East, N.M.P.M., containing 1,280.00 acres, more or less. 

(d) State of New Mexico Oil and Gas Lease LG-4013 insofar 
as i t covers Lots 1, 2, 3, 4, ShNh, Sh (All), Section 2 and 
Lots 3, 4, S-̂NW'*, ŴSW%, Section 4, Township 15 South, Range 1 West, 
N.M.P.M., containing 888.01 acres, more or less. 

(e) State of New Mexico Oil and Gas Lease LG-4009 insofar 
as i t covers Lots 1, 2, 3, 4, Shfih, Sh (All), Section 2 and All, 
Section 16, Township 14 South, Range 1 East, N.M.P.M., containing 
1,276.99 acres, more or less. 

(f) State of New Mexico Oil and Gas Lease LG-4011 insofar 
as i t covers All, Section 36, Township 14 South, Range 1 West, 
N.M.P.M., containing 640.00 acres, more or less. 

(g) State of New Mexico Oil and Gas Lease LG-4016 insofar 
as i t covers NW'̂SŴ, SE'jSW1*, Section 29 and All, Section 32, 
Township 14 South, Ranqe 1 East, and SW-1*, Section 21 and NŴNÊ, 
Section 26, Township 14 South, Range 1 West, N.M.P.M., containing 
920.00 acres, more or less. 

(h) State of New Mexico Oil and Gas Lease LG-4012 insofar 
as i t covers Lots 1, 2, 3, 4, SWs, Sh (All), Section 2 and All, 
Section 16, Township 15 South, Range 1 East, N.M.P.M., containing 
1,267.34 acres, more or less. 

(i) State of New Mexico Oil and Gas Lease LG-4010 insofar 
as i t covers All, Section 36, Township 15 South, Range 1 East, 
N.M.P.M., containing 640.00 acres, more or less. 



5. Beard Oil Company, as the working interest owner of the new leases, 
desires to commit all of said-leases as to all lands described above to the 
Unit Agreement and Unit Operating Agreement for the development and operation 
of the Jornada Del Muerto Unit Area, Sierra County, New Mexico. 

NOW, THEREFORE, in consideration of the premises and other good and 
valuable considerations, the receipt and sufficiency of which are hereby 
confessed, Beard Oil Company does hereby commit all of its interest in and 
to the new leases described above to the Jornada Del Muerto Unit Agreement 
and the Jornada Del Muerto Unit Operating Agreement and does hereby consent 
and ratify all the terms and provisions of said agreements. Beard Oil 
Company, Unit Operator, will prepare a revision of Exhibit "A" and Exhibit "B" 
to the Unit Agreement in order to reflect thereon the new lease numbers and 
to show Beard Oil Company as lessee of record as to each of said above 
described new leases. 

IN WITNESS WHEREOF, this instrument is executed as of this 19th day 
of April, 1977. 

ATTEST: BEARD.OIL COMPANY 

By jL 7 . f'-ly^^y By /^A^^l ;2 
Secretary Vice-President \ 

0 i VJ 
STATE OF OKLAHOMA ) 

) ss. 
COUNTY OF OKLAHOMA ) 

On this 19th day of April, 1977, before me, the undersigned, a Notary 
Public in and for the county and state aforesaid, personally appeared 
JACK YEISLEY to me known to be the identical person who signed the name of 
the maker thereof to the within and foregoing instrument as its Vice-
President and acknowledged to me that he executed the same as his free 
and voluntary act and deed, and as the free and voluntary act and deed 
of said corporation, for the uses and purposes therein set forth. 

Given under my hand and seal the day and year last above written. 

ffptar^ Public 

My commission expires: 8/8/77 



O I L C O N S E R V A T I O N C O M M I S S I O N 

STATE OF NEW MEXICO 
P. 0. BOX 2068 • SANTA FE 

S7SOI 

J u l y 19 , 1972 

GOVERNOR 
BRUCE KING 

CHAIRMAN 

LAND COMMISSIONER 

ALEX J ARMIJO 
MEMBER 

STATE GEOLOGIST 
A. L PORTER, JR. 

SECRETARY - DIRECTOR 

Mr. Jason Kellahin 
Kellahin & Fox 
Attorneys at Law 
Post Office Box 1769 
Santa Fe, New Mexico 

Ret Case No. 4757 

Order No. R-4344 

Applicant: 

Beard O i l Company 

Dear S i r : 

Enclosed herewith are two copies of the above-referenced 
Commission order recently entered i n the subject case. 

Very t r u l y yours, 

A. L. PORTER, Jr. 
Secretary-Director J~< 

ALP/ir 

Copy of order also sent t o : 

Hobbs OCC * 
Artesia OCC 

Aztec OCC 

Other Nr. J. K. Caskey, Beard O i l Company, Oklahoma City, 
Oklahoma 
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1 UNIT AGREEMENT 1 

2 FOR THE DEVELOPMENT AND OPERATION 2 

3 OF THE 3 

4 4 
JORNADA DEL MUERTO UNIT AREA 

5 5 
COUNTY OF SIERRA 

6 6 
STATE OF NEW MEXICO 

7 7 
8 NO. 8 

9 9 
THIS AGREEMENT, entered i n t o as of the 10th day of May, 1972, 

10 10 
by and between the parties subscribing, r a t i f y i n g , or consenting 

11 11 
hereto, and herein referred to as the "parties hereto," 

12 12 

13 W l ' T N E S S E T H : 13 

14 WHEREAS, the parti e s hereto are the owners of working, r o y a l t y , 14 

15 or other o i l and gas in t e r e s t s i n the u n i t area subject to t h i s 15 

16 agreement; and 16 

17 WHEREAS, the Mineral Leasing Act of February 25, 1920, 41 Stat. 17 

18 437, as amended, 30 U. S. C. Secs. 181 et seq., authorizes Federal 18 

19 lessees and t h e i r representatives t o unite with each other, or j o i n t l y 19 

20 or separately with others, i n c o l l e c t i v e l y adopting and operating a 20 

21 cooperative or u n i t plan of development or operation of any o i l or 21 

22 gas pool, f i e l d , or l i k e area, or any part thereof f o r the purpose 22 

23 of more properly conserving the natural resources thereof whenever 23 

24 determined and c e r t i f i e d by the Secretary of the I n t e r i o r t o be neces- 24 

25 sary or advisable i n the public i n t e r e s t ; and 25 

26 WHEREAS, the Commissioner of Public Lands of the State of New 26 

27 Mexico i s authorized by an Act of the Legislature (Sec. 7-11-39 N.M. 27 

28 Statutes 1953 Annotated) to consent to or approve t h i s agreement on 28 

29 ' behalf of the State of New Mexico, insofar as i t covers and includes 29 

30 lands and mineral i n t e r e s t s of the State of New Mexico; and 30 

31 WHEREAS, the O i l Conservation Commission of the State of New 31 

32 Mexico i s authorized by an Act of the Legislature (Chapter 72, Laws 32 

33 of 1935, as amended by Chapter 193, Laws of 1937, Chapter 166, Laws 33 

34 of 1941, and Chapter 168, Laws of 1949) to approve t h i s agreement 34 

35 and the conservation provisions hereof; and 35 



1 WHEREAS, the parties hereto hold s u f f i c i e n t i n t e r e s t s i n the Jornada 1 

2 Del Muerto Unit Area covering the land hereinafter described to give rea- 2 

3 sonably e f f e c t i v e control of operations therein; and 3 

4 WHEREAS, i t i s the purpose of the parties hereto to conserve natural 4 

5 resources, prevent waste, and secure other benefits obtainable through 5 

6 development and operation of the area subject t o t h i s agreement under the 6 

7 terms, conditions, and l i m i t a t i o n s herein set f o r t h ; 7 

8 NOW, THEREFORE, i n consideration of the premises and the promises 8 

9 herein contained, the p a r t i e s hereto commit to t h i s agreement t h e i r res- 9 

10 pective i n t e r e s t s i n the below-defined u n i t area, and agree severally I Q 

11 among themselves as follows: H 

12 1. ENABLING ACT AND REGULATIONS. The Mineral Leasing Act of 12 

13 February 25, 1920, as amended, supra, and a l l v a l i d pertinent regulations, 13 

14 including operating and u n i t plan regulations, heretofore issued there- 14 

15 under or v a l i d , p e r t i n ent, and reasonable regulations hereafter issued 15 

I g thereunder are accepted and made a part of t h i s agreement as to Federal i g 

17 lands, provided such regulations are not inconsistent with the terms of y j 

IQ t h i s agreement; and as to State of New Mexico lands, the o i l and gas 

operating regulations i n e f f e c t as of the e f f e c t i v e date hereof governing 

2Q d r i l l i n g and producing operations, not inconsistent with the terms hereof 20 

2^ or the laws of the State of New Mexico are hereby accepted and made a 2 i 

22 part of t h i s agreement. 22 

23 2. UNIT AREA. The area specified on the map attached hereto marked 23 

24 Exhibit "A" i s hereby designated and recognized as c o n s t i t u t i n g the u n i t 24 

25 area, containing 115,179.55 acres, more or less. 25 

26 Exhibit "A" shows, i n a d d i t i o n to the boundary of the u n i t area, the 26 

27 boundaries and i d e n t i t y of t r a c t s and leases i n said area to the extent 27 

28 known to the Unit Operator. Exhibit "B" attached hereto i s a schedule 28 

29 showing t o the extent known to the Unit Operator the acreage, percentage, 29 

30 and kind of ownership of o i l and gas in t e r e s t s i n a l l land i n the u n i t 30 

31 area. However, nothing herein or i n said schedule or map sh a l l be con- 31 

32 strued as a representation by any party hereto as to the ownership of 32 

33 any i n t e r e s t other than such i n t e r e s t or in t e r e s t s as are shown i n said 33 

34 map or schedule as owned by such party. Exhibits "A" and "B" sh a l l be 34 

35 revised by the Unit Operator whenever changes i n the u n i t area render 35 
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1 such revision necessary, or when requested by the O i l and Gas Supervisor, 1 

2 hereinafter referred to as "Supervisor", or when requested by the Com- 2 

3 missioner of Public Lands of The State of New Mexico, hereinafter referred 3 

4 to as "Land Commissioner", and not less than f i v e (5) copies of the revised4 

5 e x h i b i t s s h a l l be f i l e d w i t h the Supervisor, and two (2) copies thereof 5 

6 s h a l l be f i l e d with The Land Commissioner and one (1) copy with The New 6 

7 Mexico O i l Conservation Commission, hereinafter referred t o as "Conserva- 7 

g t i o n Commission." g 

9 The above-^described u n i t area s h a l l when practicable be expanded to 9 

10 include therein any ad d i t i o n a l lands or s h a l l be contracted to exclude 10 

11 lands whenever such expansion or contraction i s deemed to be necessary 11 

12 or advisable to conform w i t h the purposes of t h i s agreement. Such expan- 12 

13 sion or contraction s h a l l be effected i n the following manner: 13 

14 (a) Unit Operator, on i t s own motion or on demand of the Director 14 

15 of the Geological Survey, hereinafter referred to as "Director", or on 15 

16 demand of The Land Commissioner, but only a f t e r preliminary concurrence i g 

17 by the Director and The Land Commissioner, s h a l l prepare a notice of 17 

18 proposed expansion or contraction describing the contemplated changes 18 

19 i n the boundaries of the u n i t area, the reaons therefor, and the proposed i g 

20 e f f e c t i v e date thereof, preferably the f i r s t day of a month subsequent to 20 
» 

21 the date of notice. 21 

22 (b) Said notice s h a l l be delivered t o the Supervisor, the Land Com- 22 

23 missioner and the Conservation Commission and copies thereof mailed to 23 

24 the l a s t known address of each working i n t e r e s t owner, lessee, and lessor 24 

25 whose i n t e r e s t are affected, advising that 30 days w i l l be allowed f o r 25 

26 submission to the Unit Operator of any objections. 26 

27 (c) Upon ex p i r a t i o n of the 30-day period provided i n the preceding 27 

28 item (b) hereof, Unit Operator s h a l l f i l e with the Supervisor, Land Com- 28 

29 missioner and Conservation Commission evidence of mailing of the notice 29 

30 of expansion or contraction and a copy of any objections thereto which 30 

31 have been f i l e d w i t h the Unit Operator, together w i t h an application i n 31 

32 s u f f i c i e n t number, f o r approval of such expansion or contraction and with 32 

33 appropriate joinders. 33 

34 (d) A f t e r due consideration of a l l pertinent information, the expan- 34 

35 sion or contraction s h a l l , upon approval by the Supervisor, the Land 35 
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1 Commissioner and the Conservation Commission, become e f f e c t i v e as of the 1 

2 date prescribed i n the notice thereof. 2 

3 (e) A l l legal subdivisions of lands ( i . e . , 40 acres by Government 3 

4 survey or i t s nearest l o t or t r a c t equivalent; i n instances of i r r e g u l a r 4 

5 surveys unusually large l o t s or t r a c t s s h a l l be considered i n multiples 5 

g of 40 acres or the nearest a l i q u o t equivalent t h e r e o f ) , no parts of which 6 

7 are e n t i t l e d to be i n a p a r t i c i p a t i n g area on or before the f i f t h anni- 7 

g versary of the e f f e c t i v e date of the f i r s t i n i t i a l p a r t i c i p a t i n g area 8 

g established under t h i s u n i t agreement, s h a l l be eliminated automatically 9 

I Q from t h i s agreement, e f f e c t i v e as of said f i f t h anniversary, and such 10 

H lands s h a l l no longer be a part of the u n i t area and s h a l l no longer be n 

^2 subject to t h i s agreement, unless d i l i g e n t d r i l l i n g operations are i n 12 

^2 progress on u n i t i z e d lands not e n t i t l e d to p a r t i c i p a t i o n on said f i f t h 13 

^ anniversary, i n which event a l l such lands s h a l l remain subject hereto 14 

^2 f o r so long as such d r i l l i n g operations are continued d i l i g e n t l y , w i th 15 

not more than 90 days' time elapsing between the completion of one such 15 

27 w e l l and the commencement of the next such w e l l . A l l legal subdivisions 17 

18 of lands not e n t i t l e d t o be i n a p a r t i c i p a t i n g area w i t h i n 10 years a f t e r 18 

19 the e f f e c t i v e date of the f i r s t i n i t i a l p a r t i c i p a t i n g area approved under 19 

20 t h i s agreement s h a l l be automatically eliminated from t h i s agreement as 20 

21 of said tenth anniversary. A l l lands proved productive by d i l i g e n t d r i l l - 21 

22 i n 9 operations a f t e r the aforesaid 5-year period s h a l l become p a r t i c i - 22 

23 pating i n the same manner as during said 5-year period. However, when 23 

24 such d i l i g e n t d r i l l i n g operations cease, a l l nonparticipating lands s h a l l 24 

25 be automatically eliminated e f f e c t i v e as of the 91st day thereafter. The 25 

26 Unit Operator s h a l l w i t h i n 90 days a f t e r the e f f e c t i v e date of any elim- 26 

2 i i n a t i o n hereunder, describe the area so eliminated to the s a t i s f a c t i o n 27 

2g of the Supervisor and the Land Commissioner and promptly n o t i f y a l l 28 

29 parties i n i n t e r e s t . 29 

30 I f conditions warrant extension of the 10-year period specified i n 30 

31 t h i s subsection 2(e), a single extension of not to exceed 2 years may be 31 

32 accomplished by consent of the owners of 90% of the working i n t e r e s t s i n 32 

33 the current nonparticipating u n i t i z e d lands and the owners of 60% of the 33 

34 basic ro y a l t y i n t e r e s t s (exclusive of the basic ro y a l t y i n t e r e s t s of the 34 

35 United States) i n nonparticipating u n i t i z e d lands with approval of the 35 
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1 Director and the Land Commissioner, provided such extension application 1 

2 i s submitted to the Director and the Land Commissioner not l a t e r than 60 2 

3 days p r i o r to the expiration of said 10-year period. 3 

4 Any expansion of the u n i t area pursuant to t h i s section which embraces4 

5 lands theretofore eliminated pursuant to t h i s subsection 2(e) s h a l l not be 5 

6 considered automatic commitment or recommitment of such lands. 6 

7 3. UNITIZED LAND AND UNITIZED SUBSTANCES. A l l land committed to 7 

8 t h i s agreement s h a l l c o n s t i t u t e land referred to herein as "unit i z e d land" 8 

9 or "land subject to t h i s agreement." A l l o i l and gas i n any and a l l 9 

10 formations of the u n i t i z e d land are u n i t i z e d under the terms of t h i s I Q 

H agreement and herein are c a l l e d "unitized substances." H 

12 4. UNIT OPERATOR. BEARD OIL COMPANY i s hereby designated as Unit 12 

13 Operator and by signature hereto as Unit Operator agrees and consents to 13 

14 accept the duties and obligations of Unit Operator f o r the discovery, 14 

15 development, and production of u n i t i z e d substances as herein provided. 15 

16 Whenever reference i s made herein to the Unit Operator, such reference 16 

17 means the Unit Operator acting i n t h a t capacity and not as an owner of 17 

18 i n t e r e s t i n u n i t i z e d substances, and the term "working i n t e r e s t owner" 18 

19 when used herein s h a l l include or re f e r to Unit Operator as the owner 19 

20 of a working i n t e r e s t when such an i n t e r e s t i s owned by i t . 20 

21 5. RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit Operator s h a l l 21 

22 have the r i g h t t o resign at any time p r i o r t o the establishment of a 22 

23 p a r t i c i p a t i n g area or areas hereunder, but such resignation s h a l l not 23 

24 become e f f e c t i v e so as to release Unit Operator from the duties and ob- 24 

25 l i g a t i o n s of Unit Operator and terminate Unit Operator's r i g h t s as such 25 

26 f o r a period of six months a f t e r notice of i n t e n t i o n to resign has been 26 

27 served by Unit Operator on a l l working i n t e r e s t s owners, the Supervisor, 27 

28 the Land Commissioner and Conservation Commission, and u n t i l a l l wells 28 

29 then d r i l l e d hereunder are placed i n a sa t i s f a c t o r y condition f o r sus- 29 

30 pension or abandonment whichever i s required by the Supervisor as to 30 

32 Federal lands and by the Conservation Commission as to State lands unless 31 

32 a new Unit operator s h a l l have been selected and approved and s h a l l have 32 

33 taken over and assumed the duties and obligations of Unit Operator p r i o r 33 

34 to the e x p i r a t i o n of said period. 34 

35 35 
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1 Unit Operator s h a l l have the r i g h t to resign i n l i k e manner and 1 

2 subject t o l i k e l i m i t a t i o n s as above provided at any time a p a r t i c i p a t i n g 2 

3 area established hereunder i s i n existence, but, i n a l l instances of resig-3 

4 nation or removal, u n t i l a successor Unit Operator i s selected and approved4 

5 as hereinafter provided, the working i n t e r e s t owners s h a l l be j o i n t l y 5 

6 responsible f o r performance of the duties of Unit Operator, and sh a l l not g 

7 be l a t e r than 30 days before such resignation or removal becomes e f f e c t i v e 7 

3 appoint a common agent t o represent them i n any action t o be taken 3 

9 hereunder. 9 

LO The resignation of Unit Operator s h a l l not release Unit Operator 10 

Ll from any l i a b i l i t y f o r any default by i t hereunder occurring p r i o r to 11 

L2 the e f f e c t i v e date of i t s resignation. 12 

L3 The Unit Operator may, .upon default or f a i l u r e i n the performance 13 

L4 of i t s duties or obligations hereunder, be subject t o removal by the same 14 

L5 percentage vote of the owners of working i n t e r e s t s as herein provided f o r 15 

L6 the selection of a new Unit Operator. Such removal s h a l l be e f f e c t i v e 16 

17 upon notice thereof t o the Supervisor and the Land Commissioner. 17 

18 The resignation or removal of Unit Operator under t h i s agreement 18 

19 s h a l l not terminate i t s r i g h t , t i t l e , or i n t e r e s t as the owner of a work- 19 

20 ing i n t e r e s t or other i n t e r e s t i n u n i t i z e d substances, but upon the resig-20 

21 nation or removal of Unit Operator becoming e f f e c t i v e , such Unit Operator 21 

22 s h a l l d e l i v e r possession of a l l wells, equipment, materials, and appur- 22 

23 tenances used i n conducting the u n i t operations t o the new duly q u a l i f i e d 23 

24 successor Unit Operator or to the common agent, i f no such new Unit 24 

25 Operator i s elected, t o be used f o r the purpose of conducting u n i t opera- 25 

26 tions hereunder. Nothing herein s h a l l be construed as authorizing re- 26 

27 moval of any mate r i a l , equipment and appurtenances needed fo r the preser- 27 

28 vation of any wells. 28 

29 , 6. SUCCESSOR UNIT OPERATOR. Whenever the Unit Operator s h a l l 29 

30 tender his or i t s resignation as Unit Operator or s h a l l be removed as 30 

31 hereinabove provided, or a change of Unit Operator i s negotiated by work- 31 

32 ing i n t e r e s t owners, the owners of the working i n t e r e s t s i n the p a r t i c i - 32 

33 pating area or areas according to t h e i r respective acreage in t e r e s t s i n 33 

34 such p a r t i c i p a t i n g area or areas, or u n t i l a p a r t i c i p a t i n g area s h a l l have 34 

35 been established,the owners of the working i n t e r e s t s according t o t h e i r 35 

36 respective acreage i n t e r e s t s i n a l l u n i t i z e d land s h a l l by majority vote 36 
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1 select a successor Unit Operator: Provided, That, i f a majority but less 1 

2 than 75 per cent of the working i n t e r e s t s q u a l i f i e d to vote are owned 2 

3 by. one party to t h i s agreement, a concurring vote of one or more addi- 3 

4 t i o n a l working i n t e r e s t owners s h a l l be required to select a new operator. 4 

5 Such selection s h a l l not become e f f e c t i v e u n t i l : 5 

6 (a) a Unit Operator so selected s h a l l accept i n w r i t i n g the duties 6 

7 and r e s p o n s i b i l i t i e s of Unit Operator, and 7 

g (b) the selection s h a l l have been approved by the Supervisor and g 

g the Land Commissioner. 9 

10 ! f no successor Unit Operator i s selected and q u a l i f i e d as herein IQ 

11 provided, the Director and the Land Commissioner at their election may n 

12 declare t h i s u n i t agreement terminated. ^2 

13 7. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT. I f the Unit 13 

14 Operator i s not the sole owner of working i n t e r e s t s , costs and expenses 14 

15 incurred by Unit Operator i n conducting u n i t operations hereunder s h a l l 15 

16 be paid and apportioned among and borne by the owners of working i n t e r - i g 

17 ests, a l l i n accordance w i t h the agreement or agreements entered i n t o by 17 

Ig and between the Unit Operator and the owners of working i n t e r e s t s , 18 

i g whether one or more, separately or c o l l e c t i v e l y . Any agreement or agree- i g 

2Q ments entered i n t o between the working i n t e r e s t owners and the Unit 20 

21 Operator as provided i n t h i s section, whether one or more, are herein 21 

22 referred to as the "un i t operating agreement." Such u n i t operating agree-22 

23 ment s h a l l also provide the manner i n which the working i n t e r e s t owners 23 

24 s h a l l be e n t i t l e d t o receive t h e i r respective proportionate and allocated 24 

25 share of the benefits accruing hereto i n conformity with t h e i r underlying 25 

26 operating agreements, leases, or other independent contracts, and such 26 

27 other r i g h t s and obligations as between Unit Operator and the working 27 

28 i n t e r e s t owners as may be agreed upon by Unit Operator and the working 28 

29 i n t e r e s t owners; however, no such u n i t operating agreement s h a l l be deemed29 
* 

30 either to modify any of the terms and conditions of t h i s u n i t agreement 30 

31 or to r e l i e v e the Unit Operator of any r i g h t or o b l i g a t i o n established 31 

32 under t h i s u n i t agreement, and i n case of any inconsistency or c o n f l i c t 32 

33 between t h i s u n i t agreement and the u n i t operating agreement, t h i s u n i t 33 

34 agreement s h a l l govern. Three true copies of any u n i t operating agree- 34 
35 ment executed pursuant to t h i s section should be f i l e d w i t h the 35 
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1 Supervisor and one (1) true copy w i t h the Land Commissioner, p r i o r to 1 

2 approval of t h i s u n i t agreement. 2 

3 8. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Except as other- 3 

4 wise s p e c i f i c a l l y provided herein, the exclusive r i g h t , p r i v i l e g e , and 4 

5 duty of exercising any and a l l r i g h t s of the parties hereto which are 5 

6 necessary or convenient f o r prospecting f o r , producing, s t o r i n g , a l i o - g 

7 eating, and d i s t r i b u t i n g the u n i t i z e d substances are hereby delegated 7 

8 to and s h a l l be exercised by the Unit Operator as herein provided. g 

9 Acceptable evidence of t i t l e to said r i g h t s s h a l l be deposited with g 

10 said Unit Operator, and, together w i t h t h i s agreement, s h a l l c onstitute I Q 

11 and define the r i g h t s , p r i v i l e g e s , and obligations of Unit Operator. 2.1 

12 Nothing herein, however, s h a l l be construed to transfer t i t l e to any 2.2 

13 land or to any lease or operating agreement, i t being understood that 2.3 

14 under t h i s agreement the Unit Operator, i n i t s capacity as Unit Operator,^ 

15 s h a l l exercise the r i g h t s of possession and use vested i n the parties 2.5 

16 hereto only for the purposes herein specified. 2.6 

17 9. DRILLING TO DISCOVERY. Within six (6) months a f t e r the 2.7 

i g e f f e c t i v e date hereof, the Unit Operator s h a l l begin to d r i l l an ade- 2.8 

i g quate t e s t well at a l o c a t i o n approved by the Supervisor i f on Federal ^g 

2Q land, or by the Land Commissioner i f on State Land, or by the Conserva-

21 t i o n Commission i f on p r i v a t e l y owned land, unless on such e f f e c t i v e ^ 

22 date a well i s being d r i l l e d conformably w i t h the terms hereof, and 22 

23 thereafter continue such d r i l l i n g d i l i g e n t l y u n t i l the e n t i r e San Andres 23 

24 Formation has been tested or u n t i l at a lesser depth u n i t i z e d substances 24 

25 s h a l l be discovered which can be produced i n paying q u a n t i t i e s ( t o - w i t : 25 

26 q u a n t i t i e s s u f f i c i e n t to repay the costs of d r i l l i n g , and producing 26 

27 operations, w i t h a reasonable p r o f i t ) or the Unit Operator s h a l l at 27 

28 any time establish to the s a t i s f a c t i o n of the Supervisor i f on Federal 28 

29 land, of the Land Commissioner i f on State land, or of the Conservation 29 

30 Commission i f on p r i v a t e l y owned land, that f u r t h e r d r i l l i n g of a part- 30 

31 i c u l a r well would be unwarranted or impractical; provided, however, 31 

32 that Unit Operator s h a l l not i n any event be required to d r i l l said 32 

33 w e l l to a depth i n excess of 3,500 fe e t . Within six (6) months follow- 33 

34 ing completion of the f i r s t t e s t w e l l (and whether or not such be com- 34 

25 pleted as a producer, or plugged and abandoned) Unit Operator s h a l l 25 
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commence d r i l l i n g a second t e s t w e l l at a lo c a t i o n approved by the 1 

Supervisor i f on Federal land, or by the Land Commissioner i f on State 2 

land, or by the Conservation Commission i f on p r i v a t e l y owned land; 3 

and w i t h i n six (6) months from the completion of said second t e s t well 4 

(and whether or not such be completed as a producer or plugged and 5 

abandoned) Unit Operator shall commence the d r i l l i n g of a third test 6 

w e l l at a location approved by the Supervisor i f on Federal land, or 7 

by the Land Commissioner i f on State land, or by the Conservation 8 

Commission i f on p r i v a t e l y owned land; and w i t h i n s i x (6) months from 9 

the completion of said third test well (and whether or not such be IQ 

completed as a producer, or plugged and abandoned) Unit Operator s h a l l ^ 

commence the d r i l l i n g of a f o u r t h t e s t w e l l at a location approved by ^ 

the Supervisor i f on Federal land, or by the Land Commissioner i f on ^3 

State land, or by the Conservation Commission i f on p r i v a t e l y owned ^ 

land. I t i s the i n t e n t of t h i s section t h a t Unit Operator s h a l l i n i - ^5 

t i a l l y d r i l l four o b l i g a t i o n wells located i n d i f f e r e n t portions of ^g 

the u n i t area to t e s t the e n t i r e San Andres Formation. U n t i l the d i s - y j 

covery of a deposit of u n i t i z e d substances capable of being produced 

i n paying q u a n t i t i e s , Unit Operator s h a l l continue d r i l l i n g d i l i g e n t l y .̂9 

one w e l l at a time, allowing not more than six (6) months between the 20 

completion of one well and the beginning of the next well, until a ^\ 

w e l l capable of producing u n i t i z e d substances i n paying q u a n t i t i e s i s ^ 

completed to the s a t i s f a c t i o n of the Supervisor i f on Federal land, 

of the Land Commissioner i f on State land, or of the Conservation Com­

mission i f on p r i v a t e l y owned land, or u n t i l i t i s reasonably proved 

t h a t the uni t i z e d land i s incapable of producing u n i t i z e d substances 

i n paying quantities i n the formation d r i l l e d hereunder. 

23 

24 

25 

26 

27 

Following the completion of the i n i t i a l four o b l i g a t i o n wells, 28 

the Supervisor and Land Commissioner may modify the d r i l l i n g require- 29 

ments of t h i s section by granting extensions of time. The only exten- 30 

sion of time the Supervisor and Land Commissioner may grant, however, 31 

for meeting the c r i t i c a l dates f o r the i n i t i a l four o b l i g a t i o n wells 32 

i n t h i s section s h a l l be basedupon severe weather or other conditions 33 

beyond the control of Unit Operator, and s h a l l be l i m i t e d to a single 34 

extension of not more than three months f o r each w e l l a f t e r the f i r s t . 35 
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1 Nevertheless, i n the event d r i l l i n g of any of said i n i t i a l four obliga-

2 t i o n wells has not been commenced timely, t h i s Unit Agreement s h a l l , 2 

3 e f f e c t i v e the f i r s t day of the month fo l l o w i n g the d e f a u l t , terminate ^ 

4 or be contracted as hereinafter provided. * 

5 Notwithstanding anything i n t h i s Unit Agreement to the contrary ^ 

6 except unavoidable delay, as above indicated. Unit Operator s h a l l d r i l l ^ 

7 four wells, each to t e s t the e n t i r e San Andres Formation. The Unit 7 

8 Operator may select the order of d r i l l i n g said four wells and may d r i l l 8 

9 said four wells at a faster rate than i s herein provided, including the 9 

10 d r i l l i n g of more than one well at the same time. 10 

11 Upon f a i l u r e to commence any w e l l provided f o r i n t h i s section H 

12 w i t h i n the time allowed, including any extension of time granted by 12 

13 the Supervisor, t h i s agreement w i l l automatically terminate; upon f a i l u r e 13 

14 to continue d r i l l i n g d i l i g e n t l y any w e l l commenced hereunder, the Super- 14 

15 visor and Land Commissioner may, a f t e r 15-days notice to the Unit 15 

16 Operator, declare t h i s u n i t agreement terminated. I n the event one or 16 

17 more of the four i n i t i a l o b l i g a t i o n t e s t wells required by t h i s section 17 

18 i s completed as a well capable of producing u n i t i z e d substances i n pay- I 8 

19 ing q u a n t i t i e s , and default occurs by f a i l u r e t o commence and/or d r i l l 19 

20 the remaining i n i t i a l o b l i g a t i o n w e l l or well s , then,: i n l i e u of t h i s 20 

21 Unit Agreement being terminated, the Unit Area s h a l l be contracted to 21 

22 eliminate by legal subdivision a l l lands not e n t i t l e d to be i n a 22 

23 p a r t i c i p a t i n g area established i n accordance with the provisions of 23 

24 t h i s Unit Agreement. The only penalty f o r f a i l u r e to timely commence 24 

25 and/or d r i l l the four i n i t i a l o b l i g a t i o n wells provided f o r herein 25 

26 s h a l l be termination of t h i s Unit Agreement or contract of the Unit 26 

27 Area as i n t h i s section provided. 27 

28 10. PLAN OF FURTHER DEVELOPMENT AND OPERATION. Within six (6) 2 8 

29 months a f t e r completion of a we l l capable of producing u n i t i z e d sub- 2^ 

30 stances i n paying q u a n t i t i e s , the Unit Operator s h a l l submit f o r approval ^ 

31 of the Supervisor and the Land Commissioner an acceptable plan of develop-^1 

32 ment and operation for the u n i t i z e d land which, when approved by the ^2 

33 Supervisor and Land Commissioner, s h a l l c o n s t i t u t e the f u r t h e r d r i l l i n g ^3 

34 and operating obligations of the Unit Operator under t h i s agreement for 34 

35 the period specified therein. Thereafter, from time to time before the 35 
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1 expiration of any e x i s t i n g plan, the Unit Operator s h a l l submit f o r 1 

2 the approval of the Supervisor and Land Commissioner a plan f o r an 2 

3 a d d i t i o n a l specified period f o r the development and operation of the 3 

4 un i t i z e d land. 4 

5 Any plan submitted pursuant to t h i s section s h a l l provide f o r 5 

6 the exploration of the un i t i z e d area and f o r the d i l i g e n t d r i l l i n g 6 

7 necessary f o r determination of the area or areas thereof capable of 7 

8 producing u n i t i z e d substances i n paying qu a n t i t i e s i n each and every 8 

9 productive formation and s h a l l be as complete and adequate as the 9 

10 Supervisor and the Land Commissioner may determine to be necessary for io 

11 timely development and proper conservation of the o i l and gas resources H 

12 of the u n i t i z e d area and s h a l l : 12 

13 (a) specify the number and locations of any wells t o be d r i l l e d 13 

14 and the proposed order and time f o r such d r i l l i n g ; 14 

15 15 

16 > 16 

17 J 17 

18 j 18 

19 j 19 

20 J 20 

21 ] 21 

22 j 22 

23 \ 23 

24 j 24 

25 ) 25 

26 ) 26 

27 ] 27 

28 ) 28 

29 . 29 

30 ) 30 

31 ) 31 

32 j 32 

33 ") 33 

34 ) 34 

35 35 
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1 (b) to the extent practicable specify the operating practices 1 

2 regarded as necessary and advisable f o r proper conservation of natural 2 

3 resources. 3 

4 Separate plans may be submitted f o r separate productive zones, subject 4 

5 to the approval of the Supervisor and the Land Commissioner. 5 

6 Plans s h a l l be modified or supplemented when necessary to meet 6 

7 changed conditions or to protect the i n t e r e s t s of a l l p arties to t h i s 7 

8 agreement. Reasonable diligence s h a l l be exercised i n complying with the 8 

9 obligations of the approved plan of development. The Supervisor and Land g 

10 Commissioner are authorized to grant a reasonable extension of the 6-montlio 

11 period herein prescribed f o r submission of an i n i t i a l plan of develop- H 

12 ment where such action i s j u s t i f i e d because of unusual conditions or 12 

13 circumstances. A f t e r completion hereunder of a we l l capable of producing 13 

14 any un i t i z e d substance i n paying q u a n t i t i e s , no further wells, except 14 

15 such as may be necessary to a f f o r d protection against operations not 15 

Ig under t h i s agreement and such as may be s p e c i f i c a l l y approved by the 16 

17 Supervisor and Land Commissioner, s h a l l be d r i l l e d except i n accordance 17 

with a plan of development approved as herein provided. 18 

19 11. PARTICIPATION AFTER DISCOVERY. Upon completion of a well 19 

20 capable of producing u n i t i z e d substances i n paying quan t i t i e s or as soon 20 

21 thereafter as required by the Supervisor and Land Commissioner, the Unit 21 

22 Operator s h a l l submit f o r approval by the Supervisor and the Land Com- 22 

23 missioner, a schedule based on subdivisions of the public-land survey 23 

24 or ali q u o t parts thereof, of a l l land then regarded as reasonably proved 24 

25 to be productive i n paying q u a n t i t i e s ; a l l lands i n said schedule on 25 

26 approval of the Supervisor and the Land Commissioner to const i t u t e a 26 

27 p a r t i c i p a t i n g area, e f f e c t i v e as of the date of completion of such wel l 27 

28 or the e f f e c t i v e date of t h i s u n i t agreement, whichever i s l a t e r . The 28 

29 . acreage of both Federal and non-Federal lands s h a l l be based upon appro- 29 

30 p r i a t e computations from the courses and distances shown on the l a s t 30 

31 approved public-land survey as of the e f f e c t i v e date of each i n i t i a l 31 

32 p a r t i c i p a t i n g area. Said schedule s h a l l also set f o r t h the percentage 32 

33 of un i t i z e d substances to be allocated as herein provided to each t r a c t 33 

24 i n the p a r t i c i p a t i n g area so established, and s h a l l govern the a l l o c a t i o n 34 

35 of production commencing with the e f f e c t i v e date of the p a r t i c i p a t i n g 35 

36 area. A separate p a r t i c i p a t i n g area s h a l l be established f o r each 36 
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1 approved public-land survey as of the e f f e c t i v e date of each i n i t i a l 1 

2 p a r t i c i p a t i n g area so established, and s h a l l govern the a l l o c a t i o n of 2 

3 production commencing with the e f f e c t i v e date of the p a r t i c i p a t i n g area. 3 

4 A separate p a r t i c i p a t i n g area s h a l l be established f o r each separate pool 4 

5 or deposit of u n i t i z e d substances or for any group thereof which i s pro- 5 

g duced as a single pool or zone, and any two or more p a r t i c i p a t i n g areas 6 

7 so established may be combined i n t o one, on approval of the Supervisor 7 

3 and the Land Commissioner. When production from two or more p a r t i c i p a t i n g g 

<j areas, so established, i s subsequently found t o be from a common pool or g 

ĵO deposit said p a r t i c i p a t i n g areas s h a l l be combined i n t o one e f f e c t i v e 10 

as of such appropriate date as may be approved or prescribed by the Super- ^ 

12 vi s o r and the Land Commissioner. The p a r t i c i p a t i n g area or areas so 12 

13 established s h a l l be revised from time to time, subject to l i k e approval, 13 

14 t o include a d d i t i o n a l land then regarded as reasonably proved t o be pro- 14 

15 ductive i n paying qu a n t i t i e s or necessary f o r u n i t operations, or to ex- 15 

16 elude land then regarded as reasonably proved not to be productive i n 16 

17 paying q u a n t i t i e s and the schedule of a l l o c a t i o n percentages s h a l l be 17 

13 revised accordingly. The e f f e c t i v e date of any rev i s i o n s h a l l be the 18 

2g f i r s t of the month i n which i s obtained the knowledge or information on ig, 

20 which such r e v i s i o n i s predicated, provided, however, t h a t a more appro- 20 

22 p r i a t e e f f e c t i v e date may be used i f j u s t i f i e d by the Unit Operator and 21 

22 approved by the Supervisor and the Land Commissioner. No land s h a l l be 22 

excluded from a p a r t i c i p a t i n g area on account of depletion of the u n i t i z e d 23 

2^ substances, except th a t any p a r t i c i p a t i n g area established under the pro- 24 

visions of t h i s u n i t agreement s h a l l terminate automatically whenever a l l n_ 25 25 
2g completions in the formation on which the participating area is based are ^ 

27 abandoned. 27 

28 I t i s the i n t e n t of t h i s section that a p a r t i c i p a t i n g area s h a l l 28 

29 , represent the area known or reasonably estimated to be productive i n 29 

30 paying q u a n t i t i e s ; but, regardless of any revis i o n of the p a r t i c i p a t i n g 30 

31 area, nothing herein contained s h a l l be construed as requiring any r e t r o - 31 

32 active adjustment f o r production obtained p r i o r to the e f f e c t i v e date of 32 

33 the r e v i s i o n of the p a r t i c i p a t i n g area. 33 

34 I n the absence of agreement at any time between the Unit Operator 34 

35 and the Supervisor and the Land Commissioner as to the proper d e f i n i t i o n 35 
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1 a l l payments affected thereby shall be impounded in a manner mutually i 

2 acceptable to the owners of working interests and the Supervisor and the 2 

3 Land Commissioner. Royalties due the United States and the State of New 3 

4 Mexico s h a l l be determined by the Supervisor and the Land Commissioner, 4 

5 respectively, and the amounts thereof s h a l l be deposited, as directed by 5 

6 the Supervisor and the Land Commissioner to be held as unearned monies 6 

7 u n t i l a p a r t i c i p a t i n g area i s f i n a l l y approved and then applied as earned 7 

8 or returned i n accordance w i t h a determination of the sums due as Federal g 

9 r o y a l t y and State of New Mexico r o y a l t y , respectively, on the basis of . g 

10 such approved participating area. 2.0 

11 Whenever i t i s determinated subject to the approval of the Super- n 

12 v i s o r , as t o wells d r i l l e d on Federal land and of the Land Commissioner 12 

13 as t o wells d r i l l e d on State land and of the Conservation Commission as 13 

14 to wells d r i l l e d on p r i v a t e l y owned land, t h a t a w e l l d r i l l e d under t h i s 14 

15 agreement i s not capable of production i n paying q u a n t i t i e s and inc l u s i o n 15 

16 of the land on which i t i s situa t e d i n a p a r t i c i p a t i n g area i s unwarranted,16 

17 production from such w e l l s h a l l , f o r the purpose of settlement among a l l 17 

18 p a r t i e s other than working i n t e r e s t owners, be allocated t o the land on 18 

19 which the w e l l i s located unless such land i s already w i t h i n the p a r t i - 19 

20 c i p a t i n g area established f o r the pool or deposit from which such produc- 20 

2.1 t i o n i s obtained. Settlement f o r working i n t e r e s t benefits from such a 21 

22 w e l l s h a l l be made as provided i n the u n i t operating agreement. 22 

23 12. ALLOCATION OF PRODUCTION. A l l u n i t i z e d substances produced 23 

24 from each p a r t i c i p a t i n g area established under t h i s agreement, except 24 

25 any part thereof used i n conformity w i t h good operating practices w i t h i n 25 

26 the u n i t i z e d area f o r d r i l l i n g , operating, camp and other production or 26 

27 development purposes, f o r repressuring or recycling i n accordance w i t h 27 

28 a plan of development approved by the Supervisor, the Land Commissioner 28 

29 (and the Conservation Commission, or unavoidably l o s t , s h a l l be deemed to 29 

30 be produced equally on an acreage basis from the several t r a c t s of u n i t - 30 

31 ized land of the p a r t i c i p a t i n g area established f o r such production and, 31 

^2 f o r the purpose of determining any benefits accruing under t h i s agreement, 32 

33 each such t r a c t of u n i t i z e d land s h a l l have allocated to i t such percen- 33 

34 tage of said production as the number of acres of such t r a c t included i n 34 

35 35 
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1 said p a r t i c i p a t i n g area bears to the t o t a l acres of u n i t i z e d land i n said 1 

2 p a r t i c i p a t i n g area, except t h a t a l l o c a t i o n of production hereunder f o r 2 

3 purposes other than f o r settlement of the r o y a l t y , overriding r o y a l t y , 3 

4 or payment out of production obligations of the respective working i n t e r e s t 4 

5 owners s h a l l be on the basis prescribed i n the u n i t operating agreement, 5 

6 whether i n conformity with the basis of a l l o c a t i o n herein set f o r t h or 6 

7 otherwise. I t i s hereby agreed th a t production of u n i t i z e d substances 7 

8 from a p a r t i c i p a t i n g area s h a l l be allocated as provided herein regardless 8 

9 of whether any wells are d r i l l e d on any p a r t i c u l a r part or t r a c t of said 9 

10 p a r t i c i p a t i n g area. I f any gas produced from one p a r t i c i p a t i n g area i s I Q 

11 used f o r repressuring or recycling purposes i n another p a r t i c i p a t i n g n 

12 area, the f i r s t gas withdrawn from such last-mentioned p a r t i c i p a t i n g 12 

13 area f o r sale during the l i f e of t h i s agreement s h a l l be considered to be 13 

14 the gas so transferred u n t i l an amount equal t o that transferred s h a l l be 14 

15 so produced f o r sale and such gas s h a l l be allocated to the p a r t i c i p a t i n g 15 

16 area from which i n i t i a l l y produced as such area was l a s t defined at the j.6 

17 time of such f i n a l production. 17 

18 13. DEVELOPMENT OR OPERATION OF NON-PARTICIPATING LAND OR FORMATIONS .18 

19 Any party hereto owning or c o n t r o l l i n g the working i n t e r e s t i n any u n i t - 19 

20 ized land having thereon a regular w e l l location may with the approval 20 

21 of the Supervisor as to Federal land, the Land Commissioner as to State 21 

22 land, and the Conservation Commission as to p r i v a t e l y owned land, at such 22 

23 party's sole r i s k , costs, and expense, d r i l l a well to t e s t any formation 23 

24 f o r which a p a r t i c i p a t i n g area has not been established or to t e s t any 24 

25 formation f o r which a p a r t i c i p a t i n g area has been established i f such 25 

26 loc a t i o n i s not w i t h i n said p a r t i c i p a t i n g area, unless w i t h i n 90 days 26 

27 of receipt of notice from said party of his i n t e n t i o n to d r i l l the well 27 

28 the Unit Operator elects and commences to d r i l l such a we l l i n l i k e 28 

29 , manner as other wells are d r i l l e d by the Unit Operator under t h i s 29 

30 agreement. 30 

31 I f any well d r i l l e d as aforesaid by a working i n t e r e s t owner results 31 

32 i n production such that the land upon which i t i s situated may properly 32 

33 be included i n a p a r t i c i p a t i n g area, such p a r t i c i p a t i n g area s h a l l be 33 

34 established or enlarged as provided i n t h i s agreement and the well s h a l l 34 

35 thereafter be operated by the Unit Operator i n accordance with the terms 35 
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of t h i s agreement and the u n i t operating agreement. 1 

I f any w e l l d r i l l e d as aforesaid by a working i n t e r e s t owner obtains 2 

production i n qua n t i t i e s i n s u f f i c i e n t to j u s t i f y the inclusi o n of the land 3 

upon which such w e l l i s situated i n a p a r t i c i p a t i n g area, such we l l may be 4 

operated and produced by the party d r i l l i n g the same subject to the con- 5 

servation requirements of t h i s agreement. The r o y a l t i e s i n amount or 6 

value of production from any such w e l l s h a l l be paid as specified i n the 7 

underlying lease and agreements affected. 8 

14. ROYALTY SETTLEMENT. The United States, the State of New Mexico, 9 

and any r o y a l t y owner who, i s e n t i t l e d to take i n kind a share of the i o 

substances now uni t i z e d hereunder s h a l l hereafter be e n t i t l e d to the n 

r i g h t to take i n kind i t s share of the uni t i z e d substances, and Unit 12 

Operator, or the working i n t e r e s t owner i n case of the operation of a 2.3 

we l l by a working i n t e r e s t owner as herein provided f o r i n special cases, 14 

sh a l l make d e l i v e r i e s of such r o y a l t y share taken i n kind i n conformity 15 

with the applicable contracts, laws, and regulations. Settlement f o r i g 

r o y a l t y i n t e r e s t not taken i n kind s h a l l be made by working i n t e r e s t 17 

owners responsible therefor under e x i s t i n g contracts, laws and regulations,13 

or by the Unit Operator on or before the l a s t day of each month f o r u n i t - 3.9 

ized substances produced during the preceding calendar month; provided, 20 

however, tha t nothing herein contained s h a l l operate to re l i e v e the lessees2i 

of any land from t h e i r respective lease obligations f o r the payment of 22 

any r o y a l t i e s due under t h e i r leases. 23 

I f gas obtained from lands not subject to t h i s agreement i s i n t r o - 24 

duced i n t o any p a r t i c i p a t i n g area hereunder, f o r use i n repressuring, 25 

stimulation of production, or increasing ultimate recovery, i n conformity 26 

with a plan of operations approved by the Supervisor, the Land Commissione^-y 

and the Conservation Commission, a l i k e amount of gas, a f t e r settlement 28 

as herein provided for any gas transferred from any other p a r t i c i p a t i n g 29 

area and with appropriate deduction f o r loss from any cause, may be wit h -

drawn from the formation i n t o which the gas i s introduced, r o y a l t y free 

as to dry gas, but not as to any products which may be extracted there- 22 

from; provided that such withdrawal s h a l l be at such time as may be pro- 23 

vided i n the approved plan of operations or as may otherwise be consented 24 

to by the Supervisor, the Land Commissioner and the Conservation Commis- ^ 

sion, as conforming t o good petroleum engineering practice; and provided 3 6 
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1 f u r t h e r , that such r i g h t of withdrawal s h a l l terminate on the termination 1 

2 date of t h i s u n i t agreement. ^ 2 

3 Royalty due the United States s h a l l be computed as provided i n the 3 

4 operating regulations and paid i n value or delivered i n kind as to a l l 4 

5 un i t i z e d substances on the basis of the amounts thereof allocated to u n i t - 5 

6 ized Federal land as provided herein at the rates specified i n the res- 6 

7 pective Federal leases, or at such lower rate or rates as may be authorized 7 

8 by law or regulation; provided, t h a t f o r leases on which the r o y a l t y rate g 

9 depends on the d a i l y average production per w e l l , said average production g 

10 s h a l l be determined i n accordance^with the operating regulations as though -̂Q 

11 each p a r t i c i p a t i n g area were a single consolidated lease. 11 

12 Royalty due the State of New Mexico s h a l l be computed and paid on 12 

13 the basis of the amounts allocated to un i t i z e d State land as provided 13 

14 herein at the rate specified i n the State o i l and gas lease. 14 

15 Royalty due on account of p r i v a t e l y owned lands s h a l l be computed 15 

16 and paid on the basis of a l l u n i t i z e d substances allocated t o such lands. 16 

17 15. RENTAL SETTLEMENT. Rental or minimum r o y a l t i e s due on leases 17 

18 committed hereto s h a l l be paid by working i n t e r e s t owners responsible 18 

19 therefor under e x i s t i n g contracts, laws, and regulations, provided that 19 

20 nothing herein contained s h a l l operate to r e l i e v e the lessees of any land 20 

21 from t h e i r respective lease obligations f o r the payment of any r e n t a l or 21 

22 minimum r o y a l t y due under t h e i r leases. Rental or minimum r o y a l t y for 22 

23 lands of the United States subject to t h i s agreement s h a l l be paid at the 23 

24 rate specified i n the respective leases from the United States unless 24 

25 such r e n t a l or minimum ro y a l t y i s waived, suspended, or reduced by law or 25 

2g by approval of the Secretary or his duly authorized representative. 2g 

27 Rentals on State of New Mexico lands subject to t h i s agreement s h a l l 27 

28 be paid at the rates specified i n the respective leases. 28 

29 , With respect to any lease on non-Federal land containing provisions 29 

30 which would terminate such lease unless d r i l l i n g operations are commenced 30 

31 upon the land covered thereby w i t h i n the time therein specified or rentals 31 

32 are paid f o r the p r i v i l e g e of deferring such d r i l l i n g operations, the 32 

33 rentals required thereby s h a l l , notwithstanding any other provisions of 33 

34 t h i s agreement, be deemed to accrue and become payable during the term 34 

35 thereof as extended by t h i s agreement and u n t i l the required d r i l l i n g 35 
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1 operations are commenced upon the land covered thereby or u n t i l some 1 

2 p o r t i o n of such land i s included w i t h i n a p a r t i c i p a t i n g area. 2 

3 16. CONSERVATION. Operations hereunder and production of u n i t i z e d 3 

4 substances s h a l l be conducted to provide f o r the most economical and e f f i - 4 

5 c i e n t recovery of said substances without waste, as defined by or pursuant 5 

6 to State or Federal law or regulation. 6 

7 17. DRAINAGE. The Unit Operator s h a l l take such measures as the 7 

8 Supervisor and Land Commissioner deem appropriate and adequate to prevent 8 

9 drainage of u n i t i z e d substances from u n i t i z e d land by wells on land not 9 

10 subject to t h i s agreement. 10 

11 18. LEASES AND CONTRACTS CONFORMED AND EXTENDED. The terms, con- 11 

12 d i t i o n s , and provisions of a l l leases, subleases, and other contracts 12 

13 r e l a t i n g to exploration, d r i l l i n g , development, or operation f o r o i l or 13 

14 gas on lands committed to t h i s agreement are hereby expressly modified 14 

15 and amended to the extent necessary to make the same conform to the pro- 15 

16 visions hereof, but otherwise to remain i n f u l l force and e f f e c t ; and the 16 

17 parties hereto hereby consent t h a t the Secretary as to Federal leases, 17 

18 and the Land Commissioner as to State leases, s h a l l and each by his appro-18 

19 v a l hereof, or by the approval hereof by his duly authorized representa- 19 

20 t i v e , does hereby establish, a l t e r , change or revoke the d r i l l i n g , pro- 20 

21 ducing, r e n t a l , minimum r o y a l t y , and r o y a l t y requirements of Federal and 21 

22 State leases committed hereto and the regulations i n respect thereto to 22 

23 conform said requirements to the provisions of t h i s agreement, and, with- 23 

24 out l i m i t i n g the generality of the foregoing, a l l leases, subleases, and 24 

25 contracts are p a r t i c u l a r l y modified i n accordance with the following: 25 

26 (a) The development and operation of lands subject to t h i s agree- 26 

27 ment under the terms hereof s h a l l be deemed f u l l performance of a l l o b l i - 27 

28 gations f o r development and operation with respect to each and every 28 

29 separately owned t r a c t subject to t h i s agreement, regardless of whether 29 

30 there i s any development of any p a r t i c u l a r t r a c t of the u n i t area. 30 

32 (b) D r i l l i n g and producing operations performed hereunder upon 32 

32 a nY t r a c t of u n i t i z e d lands w i l l be accepted and deemed to be performed 32 

33 upon and f o r the benefit of each and every t r a c t of u n i t i z e d land, and 33 

34 no lease s h a l l be deemed to expire by reason of f a i l u r e to d r i l l or 34 

35 produce wells situated on the land therein embraced. 35 
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1 (c) Suspension of d r i l l i n g or producing operations on a l l u n i t i z e d 1 

2 lands pursuant t o d i r e c t i o n or consent of the Secretary and the Land 2 

3 Commissioner or t h e i r duly authorized representatives s h a l l be deemed to 3 

4 constitute such suspension pursuant to such d i r e c t i o n or consent as to 4 

5 each and every t r a c t of u n i t i z e d land. A suspension of d r i l l i n g or pro- 5 

6 ducing operations l i m i t e d t o specified lands s h a l l be applicable only t o g 

7 such lands. 7 

8 (d) Each lease, sublease or contract r e l a t i n g to the exploration, g 

9 d r i l l i n g , development or operation f o r o i l or gas of lands other than g 

10 those of the United States and the State of New Mexico committed to t h i s I Q 

11 agreement, which, by i t s terms might expire p r i o r t o the termination of n 

12 t h i s agreement, i s hereby extended beyond any such terms so provided 22 

13 therein so tha t i t s h a l l be continued i n f u l l force and e f f e c t f o r and 23 

14 during the term of t h i s agreement. 24 

15 (e) Any Federal lease f o r a f i x e d term of twenty (20) years or any 25 

Ig renewal thereof or any part of such lease which i s made subject to t h i s 2g 

17 agreement s h a l l continue i n force beyond the term provided therein u n t i l 27 

28 the termination hereof. Any other Federal lease committed hereto s h a l l 28 

29 continue in force beyond the term so provided therein or by law as to ^ 

20 the land committed so long as such lease remains subject hereto, provided 20 

21 th a t production i s had i n paying q u a n t i t i e s under t h i s u n i t agreement 21 

22 p r i o r to the ex p i r a t i o n date of the term of such lease, or i n the event 22 

23 actual d r i l l i n g operations are commenced on u n i t i z e d land, i n accordance 23 

24 with the provisions of t h i s agreement, p r i o r to the end of the primary 24 

25 term of such lease and are being d i l i g e n t l y prosecuted at that time, such 25 

26 lease s h a l l be extended f o r two years and so long thereaf t e r as o i l or 26 

27 gas i s produced i n paying q u a n t i t i e s i n accordance with the provisions 27 

28 of the Mineral Leasing Act Revision of 1960. 28 

29 , ( f ) Each sublease or contract r e l a t i n g to the operation and develop- 29 

30 ment of u n i t i z e d substances from lands of the United States committed to 30 

31 t h i s agreement, which by i t s terms would expire p r i o r to the time at 31 

32 which the underlying lease, as extended by the immediately preceding 32 

33 paragraph, w i l l expire, i s hereby extended beyond any such term so provided^ 

34 therein so tha t i t s h a l l be continued i n f u l l force and e f f e c t f o r and 34 

35 during the term of the underlying lease as such term i s herein extended. 35 
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1 (g) Any lease embracing lands of the State of New Mexico which i s 1 

2 made subject to t h i s agreement, shal.1 continue i n force beyond the term 2 

3 provided therein as to lands committed hereto w i t h the termination hereof. 3 

4 (h) The segregation of any Federal lease committed to t h i s agree- 4 

5 ment i s governed by the follow i n g provision i n the fou r t h paragraph of 5 

6 Sec. 17(j) of the Mineral Leaseing Act, as amended by the Act of September 6 

7 2, 1960 (74 Stat. 781-784): "Any (Federal) lease heretofore or hereafter 7 

8 committed to any such (unit) plan embracing lands th a t are i n part w i t h i n 8 

9 and i n part outside of the area covered by any such plan s h a l l be segre- 9 

10 gated i n t o separate leases as to the lands committed and the lands not i o 

11 committed as of the effective date of the unitization: Provided, however,11 

12 That any such lease as to the non-unitized p o r t i o n s h a l l continue i n 12 

13 force and e f f e c t f o r the term thereof but f o r not less than two years 13 

14 from the date of such segregation and so long thereafter as o i l or gas 14 

15 i s produced i n paying q u a n t i t i e s . " 15 

Ig ( i ) Any lease embracing lands of the State of New Mexico having onlyle 

17 a portion of i t s land committed hereto, s h a l l be segregated as to the 17 

18 po r t i o n committed and the po r t i o n not committed, and the provisions of 18 

19 such lease s h a l l apply separately t o such segregated portions commencing i g 

20 a s of the e f f e c t i v e date hereof; provided, however, notwithstanding any 20 

21 of the provisions of t h i s agreement to the contract any lease embracing 21 

22 lands of the State of New Mexico having only a portion of i t s lands com- 22 

23 mitted hereto s h a l l continue i n f u l l force and e f f e c t beyond the term 23 

24 provided therein as to a l l lands embraced i n such lease, i f o i l or gas 24 

25 i s discovered and i s capable of being produced i n paying q u a n t i t i e s from 25 

2g some part of the lands embraced i n such lease at the expiration of the 26 

27 secondary term of such lease; or i f , at the e x p i r a t i o n of the secondary 27 

28 term, the Lessee or the Unit Operator i s then engaged i n bona f i d e d r i l l - 28 

29 t ing or re-working operations on some part of the lands embraced i n such 29 

30 lease, the same, as to a l l lands embraced the r e i n , s h a l l remain i n f u l l 30 

31 force and e f f e c t so long as such operations are being d i l i g e n t l y prose- 31 

32 cuted, and i f they r e s u l t i n the production of o i l or gas, said lease 32 

33 s h a l l continue i n f u l l force and e f f e c t as to a l l of the lands embraced 33 

34 therein, so long thereafter as o i l or gas i n paying quan t i t i e s i s being 34 

35 produced from any portion of said lands. 35 
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1 19. COVENANTS RUN WITH LAND. The covenants herein s h a l l be con- 1 

2 strued t o be covenants running with, the land w i t h respect to the i n t e r e s t 2 

3 of the p a r t i e s hereto and t h e i r successors i n i n t e r e s t u n t i l t h i s agree- 3 

4 ment terminates, and any grant, t r a n s f e r , or conveyance of i n t e r e s t i n 4 

5 land or leases subject hereto s h a l l be and hereby i s conditioned upon the 5 

6 assumption of a l l p r i v i l e g e s and obligations hereunder by the grantee, 6 

7 transferee, or other successor i n i n t e r e s t . No assignment or transfer 7 

8 of any working i n t e r e s t , r o y a l t y , or other i n t e r e s t subject hereto s h a l l 8 

9 be binding upon Unit Operator u n t i l the f i r s t day of the calendar month 9 

10 a f t e r Unit Operator i s furnished with the o r i g i n a l , photostatic, or c e r t i - ^ o 

11 f i e d copy of the instrument of tr a n s f e r . H 

12 20. EFFECTIVE DATE AND TERM. This agreement s h a l l become e f f e c t i v e 12 

13 upon approval by the Secretary and the Land Commissioner or t h e i r duly 13 

14 authorized representative and s h a l l terminate f i v e (5) years from said 14 

15 e f f e c t i v e date unless 15 

16 (a) such date of expiration i s extended by the Director and the 16 

17 Land Commissioner, or 17 

18 (b) i t i s reasonably determined p r i o r to the expi r a t i o n of the 18 

19 f i x e d term or any extension thereof t h a t the u n i t i z e d land i s incapable 19 

20 of production of u n i t i z e d substances i n paying q u a n t i t i e s i n the forma- 20 

21 tions tested hereunder and a f t e r notice of i n t e n t i o n to terminate the 21 

22 agreement on such ground i s given by the Unit Operator to a l l p a r t i e s i n 22 

23 i n t e r e s t at t h e i r l a s t known addresses, the agreement i s terminated with 23 

24 the approval of the Supervisor and Land Commissioner, or 24 

25 (c) a valuable discovery of u n i t i z e d substances has been made or 25 

2g accepted on u n i t i z e d land during said i n i t i a l term or any extension 26 

27 thereof, i n which event the agreement s h a l l remain i n e f f e c t f o r such 27 

28 term and so long as u n i t i z e d substances can be produced i n quanti t i e s 28 

29 . s u f f i c i e n t t o pay for the cost of producing same from wells on un i t i z e d 29 

30 land w i t h i n any p a r t i c i p a t i n g area established hereunder and, should 30 

31 production cease, so long ther e a f t e r as d i l i g e n t operations are i n pro- 31 

32 gress f o r the r e s t o r a t i o n of production or discovery of new production 32 

33 and so long thereafter as u n i t i z e d substances so discovered can be pro- 33 

34 duced as aforesaid, or 34 

35 (d) i t i s terminated as heretofore provided i n t h i s agreement. 35 
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1 This agreement may be terminated at any time by not less than 75 per 1 

2 centum, on an acreage basis, of the working i n t e r e s t owners signatory 2 

3 hereto, w i t h the approval of the Supervisor and Land Commissioner; notice 3 

4 of any such approval t o be given by the Unit Operator to a l l parties 4 

5 hereto. 5 

6 21. RATE OF PROSPECTING, DEVELOPMENT, AND PRODUCTION. The Director 6 

7 i s hereby vested with authority to a l t e r or modify from time to time i n 7 

8 his d i s c r e t i o n the quantity and rate of production under t h i s agreement 8 

9 when such quantity and rate i s not f i x e d pursuant to Federal or State law 9 

10 or does not conform to any state-wide voluntary conservation or alloca- 10 

11 t i o n program, which i s established, recognized, and generally adhered 11 

12 to by the majority of operators i n such State, such auth o r i t y being 12 

13 hereby l i m i t e d to a l t e r a t i o n or modification i n the public i n t e r e s t , the 13 

14 purpose thereof and the public i n t e r e s t t o be served thereby to be stated 14 

15 i n the order of a l t e r a t i o n or modification. Without regard to the fore- 15 

16 going, the Director i s also hereby vested with authority to a l t e r or 16 

17 modify from time to time i n his d i s c r e t i o n the rate of prospecting and 17 

18 development and the quantity and rate of production under t h i s agreement 18 

19 when such a l t e r a t i o n or modification i s i n the i n t e r e s t of a t t a i n i n g the 19 

20 conservation objectives stated i n t h i s agreement and i s not i n v i o l a t i o n 20 

21 of any applicable Federal or State law; provided, f u r t h e r , t h a t no such 21 

22 a l t e r a t i o n or modification s h a l l be e f f e c t i v e as to any land of the 22 

23 State of New Mexico, as to the rate of prospecting and developing i n the 23 

24 absence of the s p e c i f i c w r i t t e n approval thereof by the Commissioner 24 

25 and as to any lands of the State of New Mexico or p r i v a t e l y owned lands 25 

2g subject to t h i s agreement as to the quantity and rate of production i n 26 

27 the absence of specif i c w r i t t e n approval thereof by the Commission. 27 

28 Powers i n t h i s section vested i n the Director s h a l l only be exer- 28 

29 , cised a f t e r notice to Unit Operator and opportunity f o r hearing to be 29 

30 held not less than 15 days from notice. 30 

31 22. CONFLICT OF SUPERVISION. Neither the Unit Operator nor the 31 

32 working i n t e r e s t owners nor any of them sh a l l be subject to any f o r f e i t - 32 

33 ure, termination or expiration of any r i g h t s hereunder or under any 33 

34 leases or contracts subject hereto, or to any penalty or l i a b i l i t y on 34 

35 account of delay or f a i l u r e i n whole or i n part to comply with any 35 

-21-



applicable provision thereof to the extent that the Unit Operator, 1 

2 working interest owners or any of them are hindered, delayed or prevented 2 

3 from complying therewith by reason of failure of the Unit Operator to 3 

4 obtain i n the exercise of due diligenc e , the concurrence of proper repre- 4 

5 sentatives of the United States and proper representatives of the State 5 

6 of New Mexico i n and about any matters or th i n g concerning which i t i s 6 

7 required herein that such concurrence be obtained. The parties hereto, 7 

8 including the Conservation Commission, agree that a l l powers and authority 8 

9 vested i n the Conservation Commission i n and by any provisions of t h i s 9 

10 agreement are vested i n the Conservation Commission and sh a l l be exercised^ 

11 by i t pursuant to the provisions of the laws of the State of New Mexico n 

12 and subject i n any case to appeal or j u d i c i a l review as may now or here- 12 

13 a f t e r be provided by the laws of the State of New Mexico. 13 

14 23. APPEARANCES. Unit Operator s h a l l , a f t e r notice t o other 14 

15 pa r t i e s affected, have the r i g h t to appear f o r and on behalf of any and 15 

16 a l l i n t e r e s t s affected hereby before the Department of the I n t e r i o r , 16 

17 the Commissioner of Public Lands of the State of New Mexico and the New 17 

18 Mexico O i l Conservation Commission and to appeal from orders issued 18 

19 under the regulations of said Department, the Conservation Commission 19 

20 or Land Commissioner or to apply f o r r e l i e f from any of said regulations 20 

21 or i n any proceedings r e l a t i v e to operations before the Department of 21 

22 the I n t e r i o r , the Land Commissioner, or Conservation Commission or any 22 

23 other l e g a l l y constituted a u t h o r i t y ; provided, however, that any other 23 

24 interested party s h a l l also have the r i g h t at his own expense t o be 24 

25 heard i n any such proceeding. 25 

26 24. NOTICES. A l l notices, demands or statements required here- 26 

27 under t o be given or rendered to the parties hereto s h a l l be deemed 27 

28 f u l l y given i f given i n w r i t i n g and personally delivered to the party 28 

29 or sent by postpaid registered or c e r t i f i e d mail, addressed to such 29 

30 party at t h e i r respective addresses set f o r t h i n connection with the 30 

31 signatures hereto or to the r a t i f i c a t i o n or consent hereof or to such 32 

32 other address as any such party may have furnished i n w r i t i n g to party 32 

33 sending the notice, demand or statement. 23 

34 25. NO WAIVER OF CERTAIN RIGHTS. Nothing i n t h i s agreement con- 3 4 

25 tained s h a l l be construed as a waiver by any party hereto of the r i g h t 25 
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1 t o assert any l e g a l or c o n s t i t u t i o n a l r i g h t or defense as to the v a l i d i t y 1 

2 or i n v a l i d i t y of any law of the State wherein said u n i t i z e d lands are 2 

3 located, or of the United States, or regulations issued thereunder i n 3 

4 any way a f f e c t i n g such party, or as a waiver by any such party of any 4 

5 r i g h t beyond his or i t s auth o r i t y to waive. 5 

6 26. UNAVOIDABLE DELAY. A l l obligations under t h i s agreement 6 

7 re q u i r i n g the Unit Operator to commence or continue d r i l l i n g or to 7 

8 operate on or produce u n i t i z e d substances from any of the lands covered 8 

9 by t h i s agreement s h a l l be suspended while the Unit Operator, despite 9 

10 the exercise of due care and diligence, i s prevented from complying with i o 

11 such o b l i g a t i o n s , i n whole or i n part, by s t r i k e s , acts of God, Federal, n 

12 State, or municipal law or agencies,unavoidable accidents, u n c o n t r o l l a b l e ^ 

13 delays i n transportation, i n a b i l i t y t o obtain necessary materials i n 13 

14 open market, or other matters beyond the reasonable control of the Unit 14 

15 Operator whether si m i l a r to matters herein enumerated or not. No u n i t 15 

16 o b l i g a t i o n which i s suspended under t h i s section s h a l l become due less 15 

17 than t h i r t y (30) days a f t e r i t has been determined t h a t the suspension 17 

18 i s no longer applicable. Determination of creditable "Unavoidable Delay"18 

19 time s h a l l be made by the Unit Operator subject to approval of the Super-19 

20 v i s o r and the Land Commissioner. 20 

21 27. NONDISCRIMINATION. I n connection with the performance of work 2 1 

22 under t h i s agreement, the operator agrees to> comply with a l l the provis-( 22 

23 ions of section 202 (1) to (7) inclusive of Executive Order 11246 (30 23 

24 F.R. 12319) , which are hereby incorporated by reference i n t h i s agreement.24 

25 28. LOSS OF TITLE. In the event t i t l e to any t r a c t of uni t i z e d 25 

26 land s h a l l f a i l and the true owner cannot be induced to j o i n i n t h i s 26 

27 u n i t agreement, such t r a c t s h a l l be automatically regarded as not com- 27 

28 mitted hereto and there s h a l l be such readjustment of future costs and 28 

29 benefits as may be required on account of the loss of such t i t l e . I n 29 

30 the event of a dispute as to t i t l e as to any r o y a l t y , working i n t e r e s t , 30 

31 or other i n t e r e s t s subject thereto, payment or delivery on account 31 

32 thereof may be withheld without l i a b i l i t y f o r i n t e r e s t u n t i l the d i s - 32 

33 pute i s f i n a l l y s e t t l e d ; provided, t h a t , as t o Federal and State land 33 

34 or leases, no payments of funds due the United States or the State of 34 

35 New Mexico should be withheld, but such funds of the United States 35 
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1 s h a l l be deposited as directed by the Supervisor and such funds of the 1 

2 State of New Mexico s h a l l be deposited as directed by the Land Commis- 2 

3 sioner to be held as unearned money pending f i n a l settlement of the t i t l e 3 

4 dispute, and then applied as earned or returned i n accordance with such 4 

5 f i n a l settlement. 5 

6 Unit Operator as such i s relieved from any responsibility for any 6 

7 defect or f a i l u r e of any t i t l e hereunder. 7 

8 29. NON-JOINDER AND SUBSEQUENT JOINDER. I f the owner of any sub- 8 

9 s t a n t i a l i n t e r e s t i n a t r a c t w i t h i n the u n i t area f a i l s or refuses to 9 

10 subscribe or consent to t h i s agreement, the owner of the working i n t e r e s t 10 

11 i n t h a t t r a c t may withdraw said t r a c t from t h i s agreement by w r i t t e n 11 

12 notice delivered to the Supervisor and the Land Commissioner, and the 12 

13 Unit Operator p r i o r to the approval of t h i s agreement by the Supervisor. 13 

14 Any o i l or gas int e r e s t s i n lands w i t h i n the u n i t area not committed 14 

15 hereto p r i o r to submission of t h i s agreement fo r f i n a l approval may there-15 

16 a f t e r be committed hereto by the owner or owners thereof subscribing or 16 

17 consenting to t h i s agreement, and, i f the i n t e r e s t i s a working i n t e r e s t , 17 

18 by the owner of such i n t e r e s t also subscribing to the u n i t operating 18 

19 agreement. A f t e r operations are commenced hereunder, the r i g h t of sub- 19 

20 sequent joinder, as provided i n t h i s section, by a working i n t e r e s t 20 

21 owner i s subject t o such requirements or approvals, i f any, pertaining 21 

22 to such joinder, as may be provided f o r i n the u n i t operating agreement. 22 

23 Af t e r f i n a l approval hereof, joinder by a non-working i n t e r e s t owner must 23 

24 be consented to i n w r i t i n g by the working i n t e r e s t owner committed hereto 24 

25 and responsible for the payment of any benefits that may accrue hereunder 25 

26 i n behalf of such non-working i n t e r e s t . A non-working i n t e r e s t may not 26 

2 i be committed t o t h i s u n i t agreement unless the corresponding working i n - 27 

2g t e r e s t i s committed hereto. Joinder to the u n i t agreement by a working 28 

29 t i n t e r e s t owner, at any time, must be accompanied by appropriate joinder 29 

30 t o the u n i t operating agreement, i f more than one committed working i n - 30 

32 te r e s t owner i s involved, i n order f o r the i n t e r e s t to be regarded as 32 

32 committed to t h i s u n i t agreement. Except as may otherwise herein be pro- 32 

23 vided, subsequent joinders to t h i s agreement s h a l l be e f f e c t i v e as of the 33 

2^ f i r s t day of the month following the f i l i n g w i t h the Supervisor, the Land 34 

Commissioner and the Conservation Commission of duly executed counterparts 35 
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1 of a l l or any papers necessary to establish effective commitment of any 1 

2 t r a c t to t h i s agreement unless objection t o such joinder i s duly made 2 

3 w i t h i n 60 days by the Supervisor or Land Commissioner, provided, that as 3 

4 to State lands, a l l subsequent joinders must be approved by the Land Com- 4 

5 missioner. 5 

6 30. COUNTERPARTS. This agreement may be executed i n any number of 6 

7 counterparts no one of which needs to be executed by a l l p a r t i e s or may 7 

8 be r a t i f i e d or consented to by separate instrument i n w r i t i n g s p e c i f i c a l l y 8 

9 r e f e r r i n g hereto and s h a l l be binding upon a l l those parties who have 9 

10 executed such a counterpart, r a t i f i c a t i o n , or consent hereto w i t h the 10 

11 same force and e f f e c t as i f a l l such parties had signed the same document 11 

12 and regardless of whether or not i t i s executed by a l l other parties own- 12 

13 ing or claiming an i n t e r e s t i n the lands w i t h i n the above described u n i t 13 

14 area. 14 

15 31. SURRENDER. Nothing i n t h i s agreement s h a l l p r o h i b i t the exer- 15 

16 cise by any working i n t e r e s t owner of the r i g h t to surrender vested i n 16 

17 such party by any lease, sublease, or operating agreement as to a l l or 17 

18 any part of the lands covered thereby, provided that each party who w i l l i s 

19 or might acquire such working i n t e r e s t by such surrender or by f o r f e i t u r e 19 

20 as hereafter set f o r t h , i s bound by the terms of t h i s agreement. 20 

22 I f as a r e s u l t of any such surrender the working i n t e r e s t r i g h t s 21 

22 as to such lands become vested i n any party other than the fee owner of 22 

23 the u n i t i z e d substances, said party may f o r f e i t such r i g h t s and fu r t h e r 23 

24 benefits from operation hereunder as to said land t o the party next i n 24 

25 the chain of t i t l e who s h a l l be and become the owner of such working 25 

26 i n t e r e s t . 2 6 

27 I f as a r e s u l t of any such surrender or f o r f e i t u r e working i n t e r e s t 27 

2Q r i g h t s become vested i n the fee owner of the u n i t i z e d substances, such 28 

2g owner may: 29 

(1) Accept those working i n t e r e s t r i g h t s subject t o t h i s 20 

^ agreement, or 2 i 

^2 (2) Lease the portion of such land as i s included i n a 22 

p a r t i c i p a t i n g area established hereunder subject to 23 

t h i s agreement and the u n i t operating agreement. 24 

2^ (3) Provide f o r the independent operation of any part 25 

36 of such land that are not then included w i t h i n a 36 
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1 p a r t i c i p a t i n g area established hereunder. 1 

2 I f the fee owner of the u n i t i z e d substances does not accept the 2 

3 working i n t e r e s t r i g h t s subject to t h i s agreement and the u n i t operating 3 

4 agreement or lease such lands as above provided w i t h i n six (6) months 4 

5 a f t e r the surrendered or f o r f e i t e d working i n t e r e s t r i g h t s become vested 5 

6 i n the fee owner, the benefits and obligations of operations accruing 6 

7 to such lands under t h i s agreement and the u n i t operating agreement 7 

8 s h a l l be shared by the remaining owners of u n i t i z e d working i n t e r e s t s 8 

9 i n accordance with t h e i r respective working i n t e r e s t ownerships, and 9 

10 such owners of working i n t e r e s t s s h a l l compensate the fee owner of 10 

11 u n i t i z e d substances i n such lands by paying sums equal t o the r e n t a l s , n 

12 minimum r o y a l t i e s , and r o y a l t i e s applicable to such lands under the 12 

13 lease i n e f f e c t when the lands were u n i t i z e d . 13 

14 An appropriate accounting and settlement s h a l l be made f o r a l l bene- 14 

15 f i t s accruing to or payments and expenditures made or incurred on behalf 15 

16 of such surrendered or f o r f e i t e d working i n t e r e s t subsequent to the date 15 

17 of surrender or f o r f e i t u r e , and payment of any monies found to be owing 17 

18 by such an accounting s h a l l be made as between the parties w i t h i n t h i r t y 18 

19 (30) days. I n the event no u n i t operating agreement i s i n existence and 19 

20 a mutually acceptable agreement between the proper parties thereto can- 20 

21 not be consummated, the Supervisor may prescribe such reasonable and 21 

22 equitable agreement as he deems warranted under the circumstances. 22 

23 The exercise of any r i g h t vested i n a working i n t e r e s t owner to re- 23 

24 assign such working i n t e r e s t t o the party from whom obtained s h a l l be 24 

25 subject to the same conditions as set f o r t h i n t h i s section i n regard 25 

26 to the exercise of a r i g h t to surrender. 26 

27 32. TAXES. The working i n t e r e s t owners s h a l l render and pay f o r 27 

28 t h e i r account and the account of the r o y a l t y owners a l l v a l i d taxes on 28 

29 t or measured by the u n i t i z e d substances i n and under or that may be pro- 29 

30 duced, gathered and sold from the land subject to t h i s contract a f t e r 30 

31 the e f f e c t i v e date of t h i s agreement, or upon the proceeds or net pro- 3^ 

32 ceeds derived therefrom. The working i n t e r e s t owners on each t r a c t 32 

33 s h a l l and may charge the proper proportion of said taxes t o the royalty 33 

34 owners having interests i n said t r a c t , and may curre n t l y r e t a i n and de- ^4 

,c duct s u f f i c i e n t of the u n i t i z e d substances or der i v a t i v e products, or 
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1 net proceeds thereof from the allocated share of each r o y a l t y owner to 1 

2 secure reimbursement f o r the taxes so paid. No such taxes s h a l l be charged2 

3 t o the United States or the State of New Mexico or to any lessor who has a 3 

4 contract w i t h his lessee which requires the lessee to pay such taxes. 4 

5 33. NO PARTNERSHIP. I t i s expressly agreed th a t the r e l a t i o n of the 5 

6 partie s hereto i s t h a t of independent contractors and nothing i n t h i s 6 

7 agreement contained, expressed or implied, nor any operations conducted 7 

8 hereunder, s h a l l create or be deemed t o have created a partnership or 8 

9 association between the parties hereto or any of them. 9 

10 IN WITNESS WHEREOF, the p a r t i e s hereto have caused t h i s agreement 10 

11 t o be executed and have set opposite t h e i r respective names the date of n 

12 execution. 12 

13 13 
UNIT OPERATOR AND WORKING INTEREST OWNER 

14 14 
BEARD OIL COMPANY 

15 ATTEST: 1 5 

16 BY „ 16 
Secretary Presxdent 

17 17 
Address: 2000 Classen Center 

28 Suite 200-South 28 
Oklahoma Ci t y , Oklahoma 

19 73106 1 9 

20 Date: 20 

21 21 

22 STATE OF OKLAHOMA ) 22 
) ss. 

23 COUNTY OF OKLAHOMA ) 23 

24 The foregoing instrument was acknowledged before me t h i s day 24 

25 of , 1972, by W. M. Beard, President of BEARD OIL 25 

26 COMPANY, a corporation, on behalf of said corporation. 26 

27 27 

28 Notary Public 28 

29 , My commission expires 4/18/76. 29 

30 30 

31 Jornada Del Muerto Unit Agreement 31 
Sierra County, New Mexico 

32 32 

33 33 

34 34 

35 35 
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UNIT OPERATING AGREEMENT 

JORNADA DEL MUERTO UNIT A R E A 

STATE OF SIERRA 

COUNTY OF N E W
 M E X ^ 0 

THIS AGREEMENT made as of the l . O . t l l day of .May. , 19..7.2...., 
by and among the parties who execute or ratify this agreement or a counterpart hereof, 

WITNESSETH: 
WHEREAS, the Parties have entered into that certain UNIT AGREEMENT FOR THE DEVELOPMENT AND 

OPERATION OF THE... J Q M M > A . . D E L _ . M y E R T O UNIT AREA, County of S i e r r a 

State of N e w . M e x i c o , d a t e d as of the... I P . t h d a y o f May . 19...7..2 
and hereinafter referred to as the "Unit Agreement", covering the lands described in Exhibit 1, hereto attached, which 
lands are referred to in the Unit Agreement and in this agreement as the "Unit Area"; 

WHEREAS, the Parties enter into this agreement pursuant to Section 7 of the Unit Agreement, 
NOW, THEREFORE, in consideration of the mutual agreements herein set forth, it is agreed as follows: 

ARTICLE 1 
DEFINITIONS 

1.1 Unit Agreement Definitions. The definitions contained in the Unit Agreement are adopted for all purposes of 
this agreement. In addition, each term listed below shall have the meaning stated therefor, whenever used in this agree­
ment. 

1.2 "Unit Operator" means B.EABJD....O„IL...CQMPAN.Y. and its successors, 
as the Unit Operator designated in accordance with the Unit Agreement, acting in that capacity and not as an owner of 
Working Interest. 

1.3 "Party" means a party to this agreement, including the Party acting as Unit Operator when acting as an owner 
of Working Interest. 

1.4 "Costs" means all costs and expenses incurred in the development and operation of the Unit Area pursuant to 
this agreement or the Unit Agreement and all other expenses that are herein made chargeable as Costs, determined in 
accordance with the accounting procedure set forth in Exhibit 2 attached hereto, which shall govern in all matters covered 
thereby, except that in event of inconsistency between said accounting procedure and this agreement, this agreement shall 
control. 

1.5 "Committed Working Interest" means a Working Interest which is shown on Exhibit B to the Unit Agreement 
as owned by a Party and which is committed to the Unit Agreement. Whenever reference is made to a Party " in" or 
"within" the Unit Area, a participating area, or other area designated pursuant to this agreement, such reference shall 
mean a Party owning a Committed Working Interest in lands within such area. 

1.6 "Acreage Basis", when used to describe the basis of participation by the Parties within the Unit Area, a partici­
pating area, or other area designated pursuant to this agreement in voting, Costs, or Production, means participation by 
each such Party in the proportion that the acreage of its Committed Working Interests in such area bears to the total 
acreage of the Committed Working Interests of all such Parties therein. For the purposes of this definition, (a) the acre­
age of the working interest in a tract within the Unit Area shall be the acreage of such tract as set forth in Exhibit B 
to the Unit Agreement, and (b) if there are two or more undivided working interests in a tract, there shall be apportioned 
to each such working interest that proportion of the acreage of the tract that such working interest bears to the entire 
working interest in the tract. 

1.7 "Production" means all Unitized Substances produced and saved from the Unit Area except so much thereof 
as is used in the conduct of operations under the Unit Agreement and this agreement. 

1.8 "Lease Burdens" means the royalty reserved to the lessor in an oil and gas lease, an overriding royalty, a pro­
duction payment and any similar burden, but does not include a carried working interest, a net profits interest or any 
other interest which is payable out of profits. 

1.9 "Drilling Party" means the Party or Parties obligated to bear the Costs incurred in Drilling, Deepening or Plug­
ging Back a well in accordance with this agreement at the commencement of such operation. 

1.10 "Non-Drilling Party" means a Party who has had the optional right to participate in the Drilling, Deepening or 
Plugging Back of a well and who has elected not to participate therein. 

1.11 " D r i l l " means to perform all operations reasonably necessary and incident to the Drilling of a well, including 
preparation of roads and drill site, testing, and, if productive of Unitized Substances, completing and equipping for pro­
duction, including flow lines, treaters, separators and tankage, or plugging and abandoning, if dry. 

1.12 "Deepen or Plug Back" means to perform all operations reasonably necessary and incident to Deepening or 
Plugging Back a well, testing, and, if productive of Unitized Substances, completing or recompleting and equipping for 
production, including flow lines, treaters, separators and tankage, or plugging and abandoning, if dry. 

1.13 "Initial Test Well" means a test well specifically provided for in Section 9 of the Unit Agreement and described 
in Exhibit 3 attached hereto. 

1.14 "Subsequent Test Well" means a test well Drilled after the Drilling of the Initial Test Well or Wells, and before 
discovery of Unitized Substances in paying quantities in the Unit Area. 

1.15 "Development Well" means a well Drilled within a participating area and projected to the pool or zone for which 
the participating area was established. 

1.16 "Exploratory Well" means a well other than a Development Well Drilled after discovery of Unitized Substances 
in paying quantities in the Unit Area. 

1.17 "Approval of the Parties" or "Direction of the Parties" mean an approval, authorization or direction which 
receives the affirmative vote specified in Section 14.2 of the Parties entitled to vote on the giving of such Approval or 
Direction. 

1.18 "Salvage Value" of a well means the value of the materials and equipment in or appurtenant to the well deter 
mined in accordance with Exhibit 2, less the reasonably estimated Costs of salvaging the same and plugging the well. 

1.19 Each Party is herein referred to by the neuter pronoun " i t" . 

ARTICLE 2 
NO LIABILITY FOR DRILLING, DEEPENING OR PLUGGING BACK WELLS WITHOUT CONSENT 

2.1 No Liability Without Consent. No party shall be liable without its consent for any portion of the Costs of Drill­
ing, Deepening or Plugging Back a well except as provided in Section 10.4 with respect to Required Wells, and except 
as provided in Article 13 dealing with Investment Adjustment. Nothing herein shall be construed to relieve a Party of 
any obligation assumed by it pursuant to Exhibit 3 to participate in the Costs of the Initial Test Well. 

ARTICLE 3 
INITIAL TEST WELL 

3.1 Location. Unit Operator shall begin to Dri l l the Initial Test Well within the time required by Section 9 of the 
Unit Agreement or any extension thereof at the location specified in Exhibit 3 attached hereto. 

3.2 Costs of Drilling. Subject to the Investment Adjustment provisions of Article 13 the Costs of Drilling the Initial 
Test Well shall be shared by the Parties in the manner and in the proportions specified in said Exhibit 3. 

—1— 
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ARTICLE 4 
SUBSEQUENT TEST WELLS 

4.1 Right to Dri l l . The Drilling ot any Subsequent Test Well shall be on such terms and conditions as the Parties 
shall agree; provided, however, that in the absence of agreement, such wells may be Drilled under the provisions of 
Article 9 dealing with Exploratory Wells. 

ARTICLE 5 
ESTABLISHMENT, REVISION AND CONSOLIDATION OF PARTICIPATING AREAS 

5.1 Proposal. Unit Operator shall initiate each proposal for the establishment or revision of a participating area by 
submitting the proposal in writing to each Party at least 2.0. days before filing the same with the Director. The 
date of proposed filing must be shown on the proposal. If the proposal receives the Approval of the Parties within the 
proposed participating area, then such proposal shall be filed on the date specified in the notice. 

5.2 Objections to Proposal. Prior to the proposed filing date any Party may submit to all other Parties written 
objections to such proposal. I f , despite such objections, the proposal receives the Approval of the Parties within the pro­
posed participating area, then the Party making the objections may renew the same before the Director. 

5.3 Revised Proposal. If the proposal does not receive the Approval of the Parties within the proposed participating 
area, then Unit Operator shall submit a revised proposal taking into account the objections made to the first proposal. 
If no proposal receives the Approval of the Parties within 3.P. days from the submission of the first proposal. 
then Unit Operator shall file with the Director a proposal reflecting as nearly as practicable the various views expressed 
by the Parties. 

5.4 Rejection by Director. If a proposal filed by Unit Operator, as above provided, is rejected by the Director, Unit 
Operator shall initiate a new proposal in the same manner as provided in Section 5.1, and the procedure with respect 
thereto shall be the same as in the case of an initial proposal. 

5.5 Consolidation. Two or more participating areas may be combined as provided in the Unit Agreement. 

ARTICLE 6 
APPORTIONMENT OF COSTS AND OWNERSHIP AND DISPOSITION OF PRODUCTION AND PROPERTY 
6.1 Apportionment and Ownership Within Participating Area. Except as otherwise provided in Article 8 dealing 

with Development Wells, Part 1 of Exhibit 4 dealing with Exploratory Wells, and Part 2 of Exhibit 4 dealing with 
Attempted Completion, Deepening and Plugging Back: 

A. Costs. Al l Costs incurred in the development and operation of a participating area for or in connection with 
production of Unitized Substances from any pool or zone for which such participating area is established shall be 
borne by the Parties within such participating area on an Acreage Basis determined as of the time such Costs are 
incurred. 

B. Production. Al l Production from a participating area shall be allocated in accordance with the Unit Agree­
ment to the tracts of land within such participating area. That portion of such Production which is allocated to any 
such tract shall be owned by the Party or Parties having Committed Working Interest or Interests therein in the 
same manner and subject to the same conditions as if actually produced from such tract through a well thereon, and 
as i f this agreement and the Unit Agreement had not been executed. 

C. Property. A l l materials, equipment and other property, whether real or personal, the cost of which is charge­
able as Costs and which have been acquired in connection with the development or operation of a participating area 
shall be owned by the Parties within such participating area on an Acreage Basis. 
6.2 Ownership and Costs Outside Participating Area. I f a well completed as a producer is not included within a par­

ticipating area, such well, the Production therefrom, and the materials and equipment therein or appurtenant thereto 
shall be owned by the Party or Parties who constituted the Drilling Party for such well, and all Costs incurred in the 
operation of the well shall be charged to and borne by such Party or Parties, and all Lease Burdens payable in respect 
of Production from the well shall be borne and paid by such Party or Parties. I f the Drilling Party comprises two or 
more Parties, apportionment among them of ownership, Costs and Lease Burdens shall be in the same proportions that 
they bore the Costs incurred in Drilling the well. 

6.3 Taking in Kind. Each Party shall currently as produced take in kind or separately dispose of its share of Pro­
duction and pay Unit Operator for any extra expenditure necessitated thereby. Except as otherwise provided in Section 
15.5 dealing with Liens, each Party shall be entitled to receive directly payment for its proportionate share of the pro­
ceeds from the sale of its share of Production, and on all purchases or sales each Party shall execute any division order 
or contract of sale pertaining to its interest. 

6.4 Failure to Take in Kind. I f any Tarty fails so to take or dispose of ito share, Unit Operator shall have tho right 
for the time being and subject to revocation at will by the Party owning same to purchase for it3 own account or aeii 
to othorc cuoh charo ot not leas than the market price prevailing in the area and not loss than tho prieo Unit Operator 
roooivoc for its share of Production, subject to the right of such Party to oxeroioo ot any timo ito right to tako in land or 
scparatoly dispose of its own share of Production not previously taken by Unit Operator or delivered to others pursuant 
to thu aeuiun 0.4. Refer t o Sec t ion 3 7 . 1 . 

6.5 Surplus Materials and Equipment. Materials and equipment acquired by the Parties, or any of them pursuant 
to this agreement, mav be classified as surplus by Unit Operator when deemed by it to be no longer needed in opera­
tions hereunder, by giving to each Party owning an interest therein written notice thereof. Such surplus materials 
and equipment shall be disposed of as follows: 

A. Each Party owning an interest therein shall have the right to take in kind its share of surplus tubular goods 
and other surplus items which are susceptible of division in kind, by written notice given to Unit Operator within 
thirty (30) days after classification thereof as surplus, except that such right shall not apply to junk or to any item 
rother than tubular goods) having a replacement cost less than one thousand dollars ($1,000). 

B. Surplus materials and equipment not divided in kind (other than junk and any item other than tubular goods-
having a replacement cost of less than one thousand dollars (31,000)) shall be offered to tho Parties owning interests 
therein and sold to the highest bidder or bidders. 

C. Surplus materials and equipment not disposed of in accordance with the preceding provisions of this section 
shall be disposed of by Unit Operator for the best prices obtainable. 

ARTICLE 7 
PLANS OF DEVELOPMENT 

7.1 Wells and Projects Included. Each plan for the development and operation of the Unit Area which is submitted 
by Unit Operator to the Supervisor in accordance with the Unit Agreement shall make provision only for such Drilling, 
Deepening and Plugging Back operations and such other projects as Unit Operator has been authorized to conduct by 
the Parties chargeable with the Costs incurred therein. 

7.2 Notice of Proposed Plan. At least ten (10) days before submitting any such proposed plan to the Supervisor, 
Unit Operator shall give each Party written notice thereof, together with a copy of the proposed plan. 

7.3 Notice of Approval or Disapproval. I f and when a proposed plan has been approved or disapproved by the Super­
visor, Unit Operator shall give prompt written notice thereof to each Party. In the case of disapproval, Unit Operator 
shall state in such notice the reasons therefor. 

7.4 Amendments. I f any Party or Parties shall have elected to proceed with Drilling, Deepening or Plugging Back 
operation in accordance with the provisions of this agreement, and such operation is not provided for in the then current 
plan of development as approved by the Supervisor, Unit Operator shall either (a) request the Supervisor to approve 
an amendment to such plan which will provide for the conduct of such operation, or (b) request the Supervisor to con­
sent to such operation, if his consent is sufficient. 

7.5 Cessation of Operations Under Plan. I f any such plan as approved by the Supervisor provides for the cessation 
of any Drilling or other operations therein provided for on the happening of a contingency and if such contingency occurs, 
Unit Operator shall promptly cease such Drilling or other operations and shall not incur any additional Costs in cennee 
tion therewith unless and until such Drilling or other operations are again authorized in accordance with this agree­
ment by the Parties chargeable with such Costs. 

—2— 
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Form 2 (Divided Interest) lanuary, 1955 

ARTICLE 8 
DRILLING OF DEVELOPMENT WELLS 

8.1 Purpose and Procedure. It is the purpose of this Article to set forth the procedure for Drilling a Development 
Well otherwise than by the written consent of all Parties within the participating area involved. The Drilling of a Devel­
opment Well pursuant to the procedure herein set forth shall, however, be subject to such Drilling receiving the Approval 
of the Parties, unless the Drilling of the proposed well is necessary to prevent the loss of Committed Working Interest 
in the tract of land on which the proposed well is to be Drilled. Vote by any Party in favor of Approval of the Drilling of 
any such v/ell shall not, however, be deemed an election by such Party to participate in the Costs thereof, but will mean 
only that such Party considers the Drilling of the well consistent with the ordinary development of the participating 
area involved and has no objection to the Drilling thereof. 

8.2 Notice of Proposed Drilling. Subject to the provisions of Section 8.1, any Party within a participating area may 
propose the Drilling of a Development Well therein by giving to each of the other Parties within the participating area 
written notice specifying the location, depth and estimated cost of the proposed well, which location shall conform to 
any applicable spacing pattern theretofore adopted or then being followed, or an authorized exception thereto. 

8.3 Response to Notice. Within thirty (30) days after receipt of such notice, each Party within such participating 
area shall advise all other Parties therein, in writing, whether or not it wishes to participate in Drilling the proposed 
well. If all the Parties within such participating area so advise that they wish to participate therein, the proposed well 
shall be Drilled by Unit Operator for the account of all the Parties within the participating area. I f any Party fails to 
respond to such notice within said thirty (30) day period, it shall be deemed to have elected not to participate in Drilling 
the proposed well. 

8.4 Notice of Election to Dri l l . Unless all Parties within the participating area agree to participate in response to 
said notice, then within fifteen (15) days after expiration of said period of thirty (30) days, each Party within the par­
ticipating area who then desires to have the proposed well Drilled shall give to all other Parties within the participating 
area written notice of election to proceed with the Drilling of said well. Failure to give such notice shall be deemed an 
election not to participate in Drilling said well. 

8.5 Effect of Election to Dri l l . If one or more, but not ail of the Parties within the participating area so elect to pro­
ceed, Unit Operator shall Drill the well for the account of such Party or Parties, who shall constitute the Drilling Party. 

8.6 Subsequent Election. I f election to Dri l l the proposed well is made, any Party within the participating area who 
has not previously elected to participate therein may do so by written notice given to all other Parties within the par­
ticipating area at any time before operations for Drilling the well are commenced, in which event such Party shall be 
included in the Drilling Party. However, such Party shall be bound by any and all Directions and Approvals theretofore 
given by the Drilling Party concerning the Drilling of the well. 

8.7 Rights and Obligations of Drilling Party and Non-Drilling Parties. Whenever a Development Well is Drilled 
otherwise than for the account of all Parties within the participating area involved, the provisions of Article 12 dealing 
with Rights and Obligations of Drilling Party and Non-Drilling Parties shall be applicable. 

ARTICLE 9 
EXPLORATORY WELLS 

9.1 Procedure for Drilling. The Drilling of Exploratory Wells shall be governed by the provisions of Part 1 of Exhibit 
4 hereto attached and made a part hereof. 

ARTICLE 10 
REQUIRED WELLS 

10.1 Definition. For the purpose of this Article a well shall be deemed a required well if the Drilling thereof is 
required by the final order of an authorized representative of the Department of Interior. Such an order shall be deemed 
final upon expiration of the time allowed for appeal therefrom without the commencement of appropriate appeal pro­
ceedings or, if such proceedings are commenced within said time, upon the final disposition of the appeal. Whenever 
Unit Operator receives any such order, it shall promptly mail a copy thereof to each of the other Parties; if any such 
order is appealed, the Party appealing shall give prompt written notice thereof to each of the other Parties, and upon 
final disposition of the appeal, Unit Operator shall give each of the other Parties prompt written notice of the result 
thereof. 

10.2 Election to Dri l l . Any Party desiring to Drill , or participate in the Drilling of, a required well shall give to 
Unit Operator written notice thereof within thirty (30) days after the order requiring such well becomes final or within 
such lesser time as may be required by such order. I f such notice is given within said period, Unit Operator shall Drill 
the required well for the account of the Party or Parties giving such notice, who shall bear all Costs incurred therein, 
provided, however, that if the Required Well is a Development Well it shall not be drilled unless it receives the Approval 
of the Parties. The rights and obligations of such Party or Parties with respect to the ownership of such well, the oper­
ating rights therein, the Production therefrom and the bearing of Costs incurred therein shall be the same as if the well 
had been Drilled for the account of such Party or Parties under Article 8 dealing with Development Wells, if the same is 
a Development Well, or Article 9 dealing with Exploratory Wells, if the same is an Exploratory Well or a Subsequent Test 
Well. 

10.3 Alternatives to Drilling. I f no Party elects to Dri l l a required well within the period allowed for such election, 
and i f any of the following alternatives is available, the first such alternative which is available shall be followed: 

A. Compensatory Royalties. I f compensatory royalties may be paid in lieu of Drilling the well and if payment 
thereof receives, within said period, the Approval of the Parties who would be chargeable with the Costs incurred 
in Drilling the well, if the well were Drilled as provided in Section 10.4, Unit Operator shall pay such compensatory 
royalties for the account of said Parties; or 

B. Contraction. If the Drilling of the well may be avoided, without other penalty, by contraction of the Unit 
Area, Unit Operator shall make reasonable effort to effect such contraction with the approval of the Director; or 

C. Termination. I f the required well is a Subsequent Test Well, the Parties shall join in termination of the Unit 
Agreement in accordance with its provisions. 
10.4 Required Drilling. If none of the foregoing alternatives is available, Unit Operator shall Dril l the required 

well under whichever of the following provisions is applicable: 
A. Development Well. If the required well is a Development Well, it shall be Drilled by Unit Operator for the 

account of all Parties within the participating area in which the well is Drilled; or 
B. Exploratory Well. I f the required well is an Exploratory Well, it shall be Drilled by Unit Operator for the 

account of the Party or Parties who would be obligated to bear the Costs thereof in accordance with Part 1 of 
Exhibit 4. 

ARTICLE 11 
ATTEMPTED COMPLETION, DEEPENING, PLUGGING BACK AND ABANDONMENT 

11.1 Procedure. The attempted completion, Deepening, or Plugging Back of any well not completed as a producer, 
the abandonment of a producing well and the Deepening or Plugging Back of any well abandoned in the stratum in 
which it was completed as a producer, shall be governed by the provisions of Part 2 of Exhibit 4 hereto attached 
and made a part hereof. 

ARTICLE 12 
RIGHTS AND OBLIGATIONS OF DRILLING 

PARTY AND NON-DRILLING PARTY 
12.1 Scope of Article. Subject to such contrary or inconsistent provisions, if any, as are contained in Exhibit 4, the 

rights and obligations of the Drilling Party and Non-Drilling Party in respect of a well which is Drilled, Deepened. 
Plugged Back or completed otherwise than for the account of all Parties entitled to participate therein, shall be gov­
erned by the succeeding provisions of this article. 

12.2 Relinquishment of Interest by Non-Drilling Party. When a well is Drilled, Deepened, Plugged Back or com­
pleted otherwise than for the account of all Parties entitled to participate therein, each Non-Drilling Party shall be 
deemed to have relinquished to the Drilling Party all of its operating rights and working interest in and to such well. 
In the case of a Deepening or Plugging Back, if a Non-Drilling Party owned an interest in the well immediately prior 
to the Deepening or Plugging Back, the Drilling Party shall pay to such Non-Drilling Party its share of the Salvage 
Value of the well, such payment to be made at the time the well is taken over by the Drilling Party for Deepening or 
Plugging Back. 
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12.3 Reversion of Relinquished Interest. I f the well is completed as a producer of Unitized Substances, and if the 
well is a Development Well, or results in the establishment or enlargement of a participating area to include such well, 
then the operating rights and working interest relinquished by a Non-Drilling Party shall revert to it at such time as 
the proceeds or market value of that portion of the Production obtained from the well after such relinquishment which 
is allocated to the acreage of such Non-Drilling Party in the participating area involved (after deducting from such pro­
ceeds or market value all Lease Burdens and all taxes upon or measured by Production that are payable up to such 
time on said portion of the Production from such well) shall equal the total of the following: 

A. 100% of that portion of the Costs incurred in operating the well after such relinquishment, and up to such 
time, that would have been charged to such Non-Drilling Party if the well had been Drilled, Deepened, Plugged 
Back or completed for the account of all Parties entitled to participate therein. 

B .3.00....% of that portion of the Costs incurred in Drilling, Deepening, Plugging Back or completing the 
well that would have been charged to such Non-Drilling Party if the well had been Drilled, Deepened, Plugged Back 
or completed for the account of all Parties entitled to participate therein. 

However, if a Deepening or Plugging Back is involved (1) any payment made to such Non-Drilling Party as its share of 
Ihe Salvage Value of the well in accordance with Section 12.2 shall be added to and deemed part of the Costs incurred 
in operating the well, for the purposes of Subdivision A above, and (2) if such Non-Drilling Party did not participate 
in the initial Drilling of the well, but the Drilling Party did participate therein, and if the interest relinquished by such 
Non-Drilling Party upon the initial Drilling of the well had not reverted to it before such Deepening or Plugging Back, 
then, for the purposes of Subdivision B above, there shall be added to and deemed part of the Costs incurred in the Deep­
ening or Plugging Back, the then unrecovered portion of the Costs incurred in the initial Drilling of the well down to the 
pool or zone in which such well is completed as a producer. 

12.4 Effect of Reversion. From and after reversion to a Non-Drilling Party of its relinquished interest in a well, 
such Non-Drilling Party shall share, on an Acreage Basis in the ownership of the well, the operating rights and working 
interest therein, the materials and equipment in or pertaining to the well, the Production therefrom and the Costs of 
operating the well. 

12.5 Rights and Obligations of Drilling Party. The Drilling Party for whom a well is Drilled, Deepened, Plugged 
Back or completed shall pay and bear all Costs incurred therein, and shall own the well, the materials and equipment in 
the well or pertaining thereto, and the production therefrom, subject to reversion to each Non-Drilling Party of its 
relinquished interest in the well. If the well is a Development Well, or results in the establishment or enlargement of a 
participating area to include the well, then, until reversion to a Non-Drilling Party of its relinquished interest, the 
Drilling Party shall pay and bear (a) that portion of the costs incurred in operating the well that otherwise would be 
chargeable to such Non-Drilling Party, and (b) all Lease Burdens that are payable in respect of that portion of the Pro­
duction from such well which is allocated to the acreage of such Non-Drilling Party. I f the Drilling Party includes two 
(2) or more Parties, the burdens imposed upon and the benefits accruing to the Drilling Party shall be shared by such 
Parties on an Acreage Basis among themselves. 

ARTICLE 13 
ADJUSTMENT ON ESTABLISHMENT OR CHANGE OF PARTICIPATING AREA 

13.1 When Adjustment Made. Whenever, in accordance with the Unit Agreement, a participating area is estab­
lished or revised by contraction or enlargement, and whenever two or more participating areas are combined (the par­
ticipating area resulting from such establishment, revision or combination being hereinafter referred to as a "resulting 
area") an adjustment shall be made in accordance with the succeeding provisions of this Article 13, as of the date on 
which the establishment, revision or combination that creates such resulting area becomes effective, such date being 
hereinafter referred to as the "effective date" of such resulting area. 

13.2 Definitions. As used in this Article 13: 
A. "Useable well" within a resulting area means a well which is either (1) completed in and capable of pro­

ducing unitized substances from a pool or zone for which such resulting area is created, or (2) used as a disposal 
well, injection well or otherwise, in connection with the production of Unitized Substances from such resulting area. 

B. "Intangible value" of a useable well within a resulting area means the amount of Costs incurred in Drill­
ing such well, or Deepening it, down to the deepest pool or zone for which such resulting area is created, and which 
contribute to the Production of Unitized Substances therefrom and which are properly classified as intangible costs 
in conformity with accounting practices generally accepted in the industry, reduced at the following rates for each 
month during any part of which such well has been operated prior to the effective date of such resulting area: 

(1) . Q n e . - h a l f per cent ( X./.2...%) per month for a cumulative total of 6..0. months, 
and 

(2) n o n e per cent ( .Q.»..0...%) per month for each month in excess of said cumulative total. 
C. "Tangible property" serving a resulting area means any kind of tangible property (whether or not in or per­

taining to a well) which has been acquired for use in or in connection with the Production of Unitized Substances 
from such resulting area or any portion thereof, and the cost of which has been charged as Costs pursuant to this 
agreement. 

D. "Value" of tangible property means the amount of Costs incurred therefor, including Costs incurred in the 
construction or installation thereof (excepting installation costs properly classified as part of the intangible costs 
incurred in connection with a well) reduced, in the case of tangible property which is generally regarded as depre­
ciable, at such reasonable rates of depreciation as receive the Approval of the Parties within such resulting area, 
for the period of time between the acquisition date thereof and the effective date of such resulting area. 
13.3 Method of Adjustment on Establishment or Enlargement. As promptly as reasonably possible after the ef­

fective date of a resulting area created by establishment or enlargement of a participating area, and as of such effec­
tive date an adjustment shall be made in accordance with the following provisions except to the extent otherwise speci­
fied in Section 13.6. 

A. The intangible value of each useable well within such resulting area on the effective date thereof shall be 
credited to the Party or Parties who own such well immediately prior to such effective date, in proportion to their 
respective interests in such well immediately prior to such effective date. The total amount so credited as the 
intangible value of useable wells shall be charged to all parties within the resulting area on an Acreage Basis. 

B. The value of each item of tangible property serving the resulting area on the effective date thereof shall 
be credited to the Party or Parties who own such item immediately prior to such effective date, in proportion to 
their respective interests in such item immediately prior to such effective date. The total amount so credited as 
the value of tangible property shall be charged to all Parties within the resulting area on an Acreage Basis. 

C. If a resulting area, on the effective date thereof, is served by any tangible property or useable well, which 
also serves another participating area or other participating areas, the value of such tangible property and use­
able well (including intangible value thereof) shall be determined in accordance with Subdivision D of Section 
13.2, and such value may be fairly apportioned between such resulting area and such other participating area or 
areas, provided that such apportionment receives Approval of the Parties in each participating area concerned 
That portion of the value of such tangible property and useable well (including intangible value thereof) which is 
so apportioned to the resulting area shall be included in the adjustment made as of the effective date of such result­
ing area in the same manner as the value of tangible property serving only the resulting area. 

D. The credits and charges above provided for shall be made by Unit Operator, in such manner that an ad­
justment shall be made for the intangible value of useable wells separate and apart from an adjustment for the 
value of tangible property. On each such adjustment, each Party who is charged an amount in excess of the 
amount credited to it,* shall pay to Unit Operator the amount of such excess, which shall be considered as Costs 
chargeable to such Party for all purposes of this agreement, and such amount, when received by Unit Operator, 
shall be distributed or credited to the Parties who, in such adjustment, are credited with amounts in excess of the 
amounts charged to them respectively. 
13.4 Method of Adjustment on Contraction. As promptly as reasonably possible after the effective date of any 

contraction of a participating area, an adjustment shall be made with each Party owning a Committed Working Interest 
in land excluded from the participating area by such contraction (such Committed Working Interest being herein 
after in this section referred to as "excluded interest") in accordance with the following provisions: 

A. An adjustment for intangibles shall be made in accordance with Subdivision B hereof and a separate adjust­
ment for tangibles shall be made in accordance with Subdivision C hereof. 
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B. Such party shall be credited with the sum of (1) the total amount theretofore charged against such Party 
in respect of its excluded interest in accordance with the accounting procedure set forth in Exhibit 2 as intangible 
Costs incurred in the development and operation of the participating area prior to the effective date of such contrac­
tion, plus (2) the total amount charged against such Party in respect of such excluded interest as intangible value 
of useable wells in any previous adjustment or adjustments made upon the establishment or revision of such par­
ticipating area. Such Party shall be charged with the sum of (1) the market value of that portion of the Production 
from such participating area which, prior to the effective date of such contraction, is delivered to such Party in 
respect of such excluded interest, less the amount of Lease Burdens and taxes paid or payable on said portion, and 
(2) the total amount credited to such Party in respect of such excluded interest as intangible value of useable wells, 
in any previous adjustment or adjustments made upon the establishment or revision of such participating area. Any 
difference between the amount of said credit and the amount of said charge shall be adjusted as hereinafter pro­
vided. 

C. Such Party shall be credited with the sum of (1) the total amount theretofore charged against such Party 
in respect of its excluded interest, in accordance with the accounting procedure set forth in Exhibit 2, as Costs 
other than intangible Costs incurred in the development and operation of the participating area prior to the effective 
date of such contraction, plus (2) the total amount charged against such Party in respect of its excluded interest as 
value of tangible property in any previous adjustment or adjustments made upon the establishment or revision of 
such participating area, plus (3) the excess, if any, of the credit provided for in Subdivision B of this Section 
over the charge provided for in said Subdivision B. Such Party shall be charged with the sum of (1) the excess, 
if any, of the charge provided for said Subdivision B. over the credit therein provided for, plus (2) the total 
amount credited to such Party in respect of its excluded interest as value of tangible property in any previous 
adjustment or adjustments made upon the establishment or revision of such participating area. 

D. I f the charge provided for in Subdivision C of this Section is equal to or greater than the credit therein 
provided for, no adjustment shall be made with such Party. However, if the credit provided for in said Subdivision 
C is in excess of the charge therein provided for, such excess shall be charged on an Acreage Basis against tho 
Parties who remain in the participating area after such contraction, and shall be paid by said Parties to Unit 
Operator upon receipt of invoices therefor. Such payments, when received by Unit Operator, shall be paid by it to 
the Party owning such excluded interest. 
13.5 Ownership of Wells and Tangible Property. From and after the effective date of a resulting area, all useable 

wells within such resulting area and all tangible property serving such resulting area shall be owned by the Parties 
within such area on an Acreage Basis, except that (a) in the case of tangible property serving a participating area or 
participating areas in addition to the resulting area, only that undivided interest therein which is proportionate to that 
portion of the value thereof which is included in the adjustment above provided for shall be owned by the parties within 
the resulting area on an Acreage Basis, and (b) if a Party within the resulting area was a Non-Drilling Party for a well 
which is a useable well within such resulting area on the elective date thereof, and if the relinquished interest of such 
Non-Drilling Party in such well has not reverted to it prior to such effective date, the Drilling Party for such well shall 
own the interest therein that would otherwise be owned by such Non-Drilling Party, until reversion to such Non-Drilling 
Party of its relinquished interest in such well. 

13.6 Relinquished Interests of Non-Drilling Parties. I f the interest relinquished by a Non-Drilling Party in a well 
which is a useable well within a resulting area on the effective date thereof has not reverted to it prior to such effec­
tive date then insofar, and only insofar, as relates to such well, the adjustments provided for in Section 13.3 shall be sub­
ject to the following provisions, wherein the sum of the intangible value of such well, plus the value of the tangible 
property in or pertaining thereto, is referred to as the "value" of such well: 

A. The Drilling Party for such well shall be charged with that part of the value of the well that would other­
wise be chargeable to such Non-Drilling Party in respect of (1) such Non-Drilling Party's Committed Working 
Interest or Interests in the participating area in which the well was Drilled, as such participating area existed when 
the Drilling of the well was commenced, if the well was Drilled as a Development Well, or (2) the Committed 
Working Interest or Interests of such Non-Drilling Party which entitled it to participate in the Drilling, Deepening, 
Plugging Back, or Completion of the well, if it was Drilled. Deepened. Plugged Back or Completed, otherwise than 
as a Development Well. However, such Non-Drilling Party shall be charged with such part, if any, of the value of 
such well as is chargeable to it. in accordance with Subdivisions A and B or Section 13.3, in respect of its Com­
mitted Working Interests other than those referred to in (1) or (2) above. 

B. If that part of the value of such well which would have been credited to such Non-Drilling Party, if the 
well had been Drilled, Deepened. Plugged Back or Completed for the account of all Parties entitled to participate 
therein, exceeds the amount provided in Subdivision A above to be charged against the Drilling Party, such excess 
shall be applied against the reimbursement to which the Drilling Party is entitled out of Production that would 
otherwise accrue to such Non-Drilling Party. Any balance of such excess over the amount necessary to complete 
such reimbursement shall be credited to such Non-Drilling Party. 

ARTICLE 14 
SUPERVISION OF OPERATIONS BY PARTIES 

14.1 Right of Supervision. Each operation conducted by Unit Operator under this agreement or the Unit Agreement 
shall be subject to supervision and control in accordance with the succeeding provisions of this article by the Parties 
who are chargeable with the Costs thereof. 

14.2 Voting Control. In the supervision of an operation conducted by Unit Operator, the Parties chargeable with 
the Costs of such operation shall have the right to vote thereon in proportion to their respective obligations for such 
Costs. The Parties having the right to vote on any other matter shall vote thereon on an Acreage Basis. Except as 
provided in the Unit Agreement and except as otherwise specified herein (particular reference being made to Section 
25.1, Consent Required to Commence Secondary Recovery and Pressure Maintenance; Section 27.1, Surrender or Release 
Within Participating Area, and that portion of Part 2, Exhibit 4 relating to Abandonment of producing wells outside of 
a participating area), the affirmative vote of Parties having .?..i. x.t.Y.~.f i . Y e per cent ( .6.5 % ) or more 
of the voting power on any matter which is proper for action by them shall be binding on all Parties entitled to vote 
thereon; provided, however, that if one Party voting in the affirmative has S i x t y . — f i v e . per cent 
( 6.5.....%) or more but less than e . i . g h . t y - „ f i v e per cent ( 85....%) 0 f the voting power, the affirma­
tive vote of such Party shall not be binding on the Parties entitled to vote thereon unless its vote is supported by the 
affirmative vote of at least P. n.e additional Party; and provided further, that if one Party voting 
in the negative or failing to vote has more than t . ]? . i .? tY.~f . i .Y. e . . . . . per cent ( .?.5. % ) but less than fifty 
per cent (50%) of the voting power, the affirmative vote of the Parties having a majority of the voting power shall be 
binding on all Parties entitled to vote unless there is a negative vote of at least .O.ne additional 
Party. In the event only two Parties are entitled to vote, the vote of the one with the greater interest shall prevail. If 
only one Party is entitled to vote, such Party's vote shall control. A Party failing to vote shall not be deemed to have 
voted either in the affirmative or negative. Any Approval or Direction provided for in this agreement which receives 
the affirmative vote above specified shall be deemed given by and shall be binding on all Parties entitled to vote thereon, 
except where the vote of a larger percentage is specifically required. 

14.3 Meetings. Any matter which is proper for consideration by the Parties or any of them, may be considered at 
a meeting held for that purpose. A meeting may be called by Unit Operator at any time and a meeting shall be called 
by Unit Operator upon written request of any Party or Parties having f i v e . per cent ( .5 %) 
or more of the voting power on each matter to be considered at the meeting. At least ten (10) days in advance of each 
meeting, Unit Operator shall give each Party entitled to vote thereat written notice of the time, place and purpose of 
the meeting. U n i t Operator r e p r e s e n t a t i v e s h a l l be chairman o f such meetings. 

14.4 Action Without Meeting. In lieu of calling a meeting, Unit Operator may submit any matter which is proper 
for consideration by the Parties, or any of them, by giving to each such Party written notice by mail or telegraph (or 
telephone confirmed in writing not later than the next business day), describing in adequate detail the matter so sub­
mitted. Each Party entitled to vote on any matter so submitted shall communicate its vote thereon to Unit Operator b\ 
mail or telegraph (or telephone, confirmed in writing not later than the next business day), within such period as may 
be designated in the notice given by Unit Operator (which period shall not be less than ten (10) nor more than thirty (30) 
days) provided, however, that if within ten (10) days after submission of such matter, request is made for a meeting 
in accordance with Section 14.3, such matter shall be considered only at a meeting called for that purpose. If a meeting 
is not required, then, at the expiration of the period designated in the notice given by it. Unit Operator shall give to each 
Party entitled to vote thereon written notice stating the tabulation and result of the vote. 
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14.5 Representatives. Promptly after execution of this agreement, each Party by written notice to all other Parties 
shall designate a representative authorized to vote for such Party, and may designate an alternate who is authorized to 
vote for such Party in the absence of its representative. Any such designation of a representative or alternate repre­
sentative may be revoked at any time by written notice given to all other Parties, provided such notice designates a new 
representative or alternate representative as the case may be. In addition, any corporate Party may vote through its 
President, or any of its Vice Presidents, and a Party which is a partnership may vote through any of its partners. 

14.6 Audits. An audit shall be made of Unit Operator's records and books of account pertaining to operations here­
under whenever the making of such audit receives the Approval of the Parties (other than the Party acting as Unit 
Operator) chargeable with the Costs incurred during the period covered by the audit, except that such audit shall not 
be made more often than once each fox nvMha. Such audit shall be made by auditors in the employ of said Parties, and 
the allowance to be made to each Party furnishing an auditor shall be determined by the Approval of said Parties; such 
allowances shall be paid by said Parties in proportion to their respective participations among themselves in Costs 
incurred during the period covered by the audit. 

14.7 Extraneous Projects. Nothing contained in this agreement shall be deemed to authorize the Parties, by vote 
or otherwise, to act on any matter or authorize any expenditure unless such matter or expenditure relates to the conduct 
of operations authorized by the Unit Agreement or this agreement, 

ARTICLE 15 
UNIT OPERATOR'S POWERS AND RIGHTS 

15.1 In General. Subject to the limitations provided for in this agreement, all operations authorized by the Unit 
Agreement and this agreement shall be managed and conducted by Unit Operator. Unit Operator shall have exclusive 
custody of all materials, equipment and any other property used in connection with any operation on the Unit Area. 

15.2 Employees. Al l individuals employed by Unit Operator in the conduct of operations hereunder shall be the 
employees of Unit Operator alone, and their working hours, rates of compensation and all other matters relating to 
their employment shall be determined solely by Unit Operator. 

15.3 Non-Liability. Unit Operator shall not be liable to any other Party for anything done or omitted to be done 
by it in the conduct of operations hereunder except in case of bad faith. 

15.4 Force Majeure. The obligations of Unit Operator hereunder shall be suspended to the extent that, and only so 
long as, performance thereof is prevented by fire, action of the elements, strikes or other differences with workmen, 
acts of civil or military authorities, acts of the public enemy, restrictions or restraints imposed by law or by regulation 
or order of governmental authority, whether federal, state or local, inability to obtain necessary rights of access, or any 
other cause reasonably beyond control by Unit Operator, whether or not similar to any cause above enumerated. When­
ever performance of its obligations is prevented by any such cause, Unit Operator shall give notice thereof to the other 
Parties as promptly as reasonably possible. 

15.5 Lien. Each of the other Parties hereby grants to Unit Operator a lien upon its Committed Working Interests, 
its interest in all jointly owned materials, equipment and other property and its interest in all Production, as security 
for payment of Costs chargeable to it, together with any interest payable thereon. Unit Operator shall have the right 
to bring any action at law or in equity to enforce collection of such indebtedness with or without foreclosure of such 
lien. In addition, upon default by any Party in the payment of Costs chargeable to it, Unit Operator shall have the right 
to collect and receive from the purchaser or purchasers thereof, the proceeds of such Party's share of Production, up to 
the amount owing by such Party plus interest at the rate of -sfe- per cent (%•%) per annum until paid; each such pur­
chaser shall be entitled to rely on Unit Operator's statement concerning the existence and amount of any such default. 

15.6 Advances. Unit Operator, at its election, shall have the right from time to time to demand and receive from 
the other Parties chargeable therewith payment in advance of their respective shares of the estimated amount of the 
Costs to be incurred during any month, which right may be exercised only by submission to each such Party of a prop­
erly itemized statement of such estimated Costs, together with an invoice for its share thereof. Each such statement and 
invoice for the payment in advance of estimated Costs for any month shall be submitted on or about the twentieth (20th) 
day of the next preceding month. The amount of each such invoice shall be payable within fifteen (15) days after the 
mailing thereof, and thereafter shall bear interest at the rate of per cent't&-%) per annum until paid. Proper adjust­
ment shall be made monthly between such advances and Costs, to the end that each Party shall bear and pay its pro­
portionate share of Costs incurred and no more. Unit Operator may request advance payment or security for the total 
estimated Costs to be incurred in a particular Drilling, Deepening or Plugging Back operation and notwithstanding any 
other provision of this agreement shall not be obligated to commence such operation unless and until such advance pay­
ment is made or Unit Operator is furnished security acceptable to it for the payment thereof by the Party or Parties 
chargeable therewith. 

15.7 Use of Unit Operator's Drilling Equipment. Any Drilling, Deepening or Plugging Back operation conducted 
hereunder may be conducted by Unit Operator by means of its own tools and equipment provided that the rates to be 
charged and the applicable terms and conditions are set forth in a form of drilling contract which receives the Approval 
of the Party or Parties chargeable with the Costs incurred in such operation, except that in any case where the Unit 
Operator alone constitutes the Drilling Party, such form shall receive the approval of the Parties within the participat­
ing area, or other designated area for such well, prior to the commencement of such operation. 

15.8 Rights as Party. As an owner of Committed Working Interest, the Party acting as Unit Operator shall have the 
same rights and obligations hereunder as if i t were not the Unit Operator. In each instance where this agreement 
requires or permits a Party to give a notice, consent or approval to the Unit Operator, such notice, consent or approval 
shall be deemed properly given by the Party acting as Unit Operator if and when given to all other Parties entitled to 
give or receive such notice, consent or approval. 

ARTICLE 16 
UNIT OPERATOR'S DUTIES 

16.1 Specific Duties. In the conduct of operations hereunder, Unit Operator shall: 
A. Drilling of Wells. Drill , Deepen or Plug Back a well or wells only in accordance with the provisions of this 

agreement; 
B. Compliance with Laws and Agreements. Comply with the provisions of the Unit Agreement, all applicable 

laws and governmental regulations (whether federal, state or local), and Directions by the Parties pursuant to this 
agreement; in case of conflict between such Directions and the provisions of the Uint Agreement or such laws or 
regulations, the provisions of the Unit Agreement or such laws or regulations shall govern; 

C. Consultation with Parties. Consult freely with the Parties within the area affected by any operation here­
under, and keep them advised of all matters arising in operations hereunder which Unit Operator deems important, 
in the exercise of its best judgment; 

D. Payment of Costs. Pay all Costs incurred in operations hereunder promptly as and when due and payable, 
and keep the Committed Working Interests and all property used in connection with operations under this agree­
ment free from liens which may be claimed for the payment of such Costs, except any such lien which it disputes, 
in which event Unit Operator may contest the disputed lien upon giving written notice thereof to the Parties 
affected thereby; 

E. Records. Keep f u l l and accurate records of all Costs incurred, and controllable materials and equipment, 
which records, and receipts and vouchers in support thereof, shall be available for inspection by authorized repre­
sentatives of the other Parties at reasonable intervals during usual business hours at the office of Unit Operator; 

F. Information. Furnish to each of the other Parties who makes timely written request therefor (1) copies of 
Unit Operator's authorizations for expenditure or itemizations of estimated expenditures in excess of 

E-i-V-e—T-hou$a-n-^--S l--nO-/-l-0-0-th5. Dollars ($...5..,..Q.O.D.....Q.O ), (2) copies of all drilling reports, well 
logs, basic engineering data, tank tables, gauge reports and run tickets, (3) reports of stock on hand at the first 
of each month, and (4) samples of cores or cuttings taken from wells Drilled hereunder, to be delivered at the well 
in containers furnished by the Party requesting same, and <5) such other and additional information or reports a< 
may be required by Direction of the Parties within the area affected: 

G. Access to Unit Area. Permit each of the other Parties, through its duly authorized employees or agents, but 
at such Party's sole risk and expense, to have access to the Unit Area at all times, and to the derrick floor of each 
well Drilled or being Drilled hereunder, for the purpose of observing operations conducted hereunder and inspecting 
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materials, equipment or other property used in connection with operations under this agreement, and to have access 
at reasonable times to information and data in the possession of Unit Operator concerning the Unit Area. 
16.2 Insurance. 

A. Unit Operator's. Unit Operator shall comply with the Workmen's Compensation Law of the state in which 
the Unit Area is located. Unit Operator shall also maintain in force at all times with respect to operations hereunder 
such other insurance, if any, as may be required by law. In addition, Unit Operator shall maintain such other insur­
ance, i f any, as is described in Exhibit 5 hereto attached or as receives the Approval of the Parties from time to 
time. Unit Operator shall carry no other insurance for Ihe benefit of the Parties except as above specified. Upon 
written request of any Party, Unit Operator shall furnish evidence of insurance carried by it with respect to oper­
ations hereunder. 

B. Contractor's. Unit Operator shall require all contractors engaged in operations under this agreement to com­
ply with the Workmen's Compensation Law of the state in which the Unit Area is located and to maintain such 
insurance as is required by Direction of the Parties. 

C. Automotive Equipment. In the event Automobile Public Liability insurance is specified in said Exhibit 5 or 
subsequently receives the Approval of the Parties, no direct charge shall be made by Unit Operator for premiums 
paid for such insurance for Operator's fully owned automotive equipment. 
16.3 Non-Discrimination. In connection with the performance 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 com­
pensation; and selection for training, including apprenticeship. The Unit Operator 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. 

16.4 Drilling Contracts. Each Drilling, Deepening or Plugging Back operation conducted hereunder, and not per­
formed by Unit Operator with its own tools and equipment in accordance with Section 15.7 dealing with Use of Unit 
Operator's Drilling Equipment, shall be performed by a reputable drilling contractor having suitable equipment and 
personnel under written contract between Unit Operator and the contractor, at the most favorable rates and on the most 
favorable terms and conditions bid by any such contractor after soliciting bids, if bids are obtainable, but otherwise at 
rates and on terms and conditions receiving the Approval of the Parties. 

16.5 Uninsured Losses. Any and all payments made by Unit Operator in the settlement or discharge of any liability 
to third persons (whether or not reduced to judgment) arising out of an operation conducted hereunder and not covered 
by insurance herein provided to be maintained by Unit Operator shall be charged as Costs and borne by the Party or 
Parties for whose account such operation was conducted. 

ARTICLE 17 
LIMITATIONS ON UNIT OPERATOR 

17.1 Specific Limitations. In the conduct of operations hereunder, Unit Operator shall not, without first obtaining 
the Approval of the Parties: 

A. Change in Operations. Make any substantial change in the basic method of operation of any well, except in 
the case of an emergency. 

B. Limit on Expenditures. Undertake any project reasonably estimated to require an expenditure in excess of 
T.!?. n . . . .T. h .9ysand & n o / 1 0 0 t h s D o i i a r S ($.1Q. X QM.,.P.O.); provided, however, that (1) Unit Opera­
tor is authorized to make all usual and customary operating expenditures that are required in the normal course 
of producing operations, (2) whenever Unit Operator is authorized to conduct a Drilling, Deepening or Plugging 
Back operation, or to undertake any other project, in accordance with this agreement, Unit Operator shall be author­
ized to make all reasonable and necessary expenditures in connection therewith and (3) in case of emergency, Unit 
Operator may make such immediate expenditures as may be necessary for the protection of life or property, but 
notice of such emergency shall be given to all other Parties as promptly as reasonably possible. 

C. Partial Relinquishment. Make any partial relinquishment of its rights as Unit Operator or appoint any sub-
operator. 

D. Settlement of Claims. Pay in excess of Five Hundred Dollars ($500.00) in the settlement of any claim (other 
than Workmen's Compensation claims) for injury to or death of persons, or for loss of or damage to property. 

E. Determinations. Make any of the determinations provided in the Unit Agreement to be made by Unit Oper­
ator, except as otherwise specified in this agreement. 

ARTICLE 18 
TITLES 

18.1 Representations of Ownership. Each Party represents to all other Parties that to the best of its knowledge 
and belief its ownership of Working Interests in the Unit Area is that set out in Exhibit B of the Unit Agreement. If it 
develops that any such ownership is incorrectly stated, the rights and responsibilities of the Parties shall be governed 
by the provisions of this Article 18, but such erroneous statement shall not be a cause for cancelling or terminating this 
agreement. 

18.2 Title Papers to be Furnished. 
A. Lease Papers. Each Party, after executing this agreement, shall upon request promptly furnish Unit 

Operator, and nny other Party requesting same, with photostatic copies of all leases, assignments, options and other 
contracts which it has in its possession relating to its Committed Working Interests. 

B. Title Papers for Initial Test Well. Promptly after the effective date of this agreement each Party within 
the area described as the Title Examination Area in Exhibit 3 shall at its own expense furnish Unit Operator with 
the following title material relating to all lands within such area in which it owns Committed Working Interests 
covering the same: 

(1) Abstracts of title based upon the county records certified to current date, 
(2) A l l lease papers, or photostatic copies thereof, mentioned in Section 18.2A which the Party has in its pos 

session, and which have not been previously furnished to Unit Operator, 
(3) Copies of any title opinions which the Party has in its possession, 
(4) I f federal lands are involved, status reports of current date setting forth the entries found in the district 

land office and the Washington, D. C. land office of the Bureau of Land Management for the lands involved, 
and also a certified copy of the serial register for the federal leases involved, 

(5) I f state lands are involved, status reports of current date showing the entries pertaining to the land involved 
found in the records of such state, 

(6) I f Indian lands are involved, status reports for the land involved showing the entries found in the office of 
the Superintendent of the Indian Agency and the area office for such Indian lands and in the Bureau of 
Indian Affairs in Washington, D. C. 

C. Title Papers for Subsequent Wells. Any Party who proposes the Drilling of a Subsequent Test Well or Explor­
atory Well shall, at the time of giving notice for such proposed well, designate a title examination area not exceed­
ing §A.Q. acres and not including any lands within a participating area. When the drilling of a Devel­
opment Well receives the Approval of the Parties within the participating area in which it is located, a title exami­
nation area which covers lands outside any participating area may be designated by the Approval of such Parties. 
Each Party within any such title examination area shall at its own expense and upon request furnish Unit Operator 
with the title materials listed in Section 18.2B not previously furnished, relating to all lands within such area in 
which it owns Committed Working Interests. 

D. Title Papers on Establishment or Enlargement of a Participating Area. Upon the establishment or the enlarge 
ment of a participating area, each Party shall promptly at its own expense furnish Unit Operator al) the title mate­
rials listed in Section 18.2B relating to all its .Committed Working Interests in the.lands Jying_within such par­
ticipating area as established or enlarged./ w h i c h n a v e n o t b e e n p r e v i o u s l y f u r m s n e d . 



18.3 T i t l e Examination. Promptly after a l l t i t l e papers delivered pursuant to 
Section 18.2 B, C or D have been received, Unit Operator shall deliver such t i t l e papers 
to an attorney or attorneys approved by the.-Parties. Unit Operator shall arrange to have 
the same examined promptly by such attorney or attorneys and shall distribute copies of 
t i t l e opinions to a l l Parties within the t i t l e examination area as soon as they are re­
ceived. After a t i t l e examination has been completed and a reasonable time, not exceed­
ing thirty (30) days, has been allowed for any necessary curative work, Unit Operator 
shall submit to each Party copies of t i t l e opinions and a report concerning the t i t l e 
examination with written recommendations for approval or disapproval of the t i t l e to 
each Committed Working Interest involved, and thereafter the Parties shall advise Unit 
Operator in writing within fifteen (15) days after receipt of such t i t l e opinions or re­
ports of approval or disapproval of t i t l e s . Unless otherwise agreed, the cost of a l l 
t i t l e examinations made under this Section 18.3 shall be charged as cost of d r i l l i n g the 
well for which such t i t l e examination was made. 

18."+ Option for Additional T i t l e Examination. Any Party who furnishes materials 
for t i t l e examination pursuant to Section 18.2 B, C, or D shall have the right to examine 
a l l materials furnished Unit Operator. I f such additional t i t l e examination i s elected, 
i t s h a l l be at the sole cost and expense of the Party electing to perform the same and 
such Party s h a l l bear any expense which may be necessary to reproduce t i t l e materials for 
i t s use, i f required. Whether or not such additional t i t l e examination is elected, each 
Party sha l l have the right to approve or disapprove t i t l e according to the provisions of 
this Article 18. 

18.5 Approval of T i t l e s Prior to D r i l l i n g . Where the Committed Working Interest 
w i t h i n the t i t l e examination area i s owned by more than one Party, then no d r i l l i n g s h a l l 
be conducted w i t h i n such area u n t i l the t i t l e to the Committed Working Interest therein 
has received the approval of the Parties as hereinafter i n t h i s section provided. I f a 
D r i l l i n g Block has been designated f o r the d r i l l i n g of a w e l l , such we l l s h a l l not be 
d r i l l e d u n t i l t i t l e t o the Committed Working Inter e s t w i t h i n the t i t l e examination 
area established f o r such we l l has received the approval of the Parties w i t h i n the 
D r i l l i n g Block i n which such well i s located. Approval of t i t l e to lands w i t h i n a D r i l l ­
ing Block s h a l l be binding upon a l l Parties owning Committed Working Interests w i t h i n 
such D r i l l i n g Block. I f land outside a p a r t i c i p a t i n g area i s designated as a t i t l e ex­
amination area f o r a development w e l l , such w e l l s h a l l not be d r i l l e d u n t i l t i t l e to the 
Committed Working Inter e s t w i t h i n such t i t l e examination area has received the approval 
of the Parties w i t h i n the p a r t i c i p a t i n g area i n which such well i s located. In a l l other 
instances where a t i t l e examination area has been established f o r a w e l l , such well s h a l l 
not be d r i l l e d u n t i l t i t l e t o the Committed Working Inter e s t w i t h i n such t i t l e examination 
area has received the approval of the Parties therein. I n the event approval of the 
Parties i s not obtained as i n t h i s section provided, the d r i l l i n g Party (whether one or 
more) may proceed with the d r i l l i n g of the w e l l , but said d r i l l i n g Party (a) s h a l l , by 
so proceeding, assume a l l r i s k attending the f a i l u r e to obtain such approval of the same 
extent as i f approval of t i t l e s to a l l lands w i t h i n the D r i l l i n g Block ( i f one has been 
established) or the t i t l e examination area ( i n a l l other instances) had been obtained, 
and (b) s h a l l also be deemed to have given i t s approval to the t i t l e to a l l lands w i t h i n 
the D r i l l i n g Block ( i f one has been established) or the t i t l e examination area ( i n a l l 
other instances). 

18.6 Approval of T i t l e s Prior to Inclusion of Land i n a P a r t i c i p a t i n g Area. Where 
the Committed Working Interests w i t h i n the p a r t i c i p a t i n g area are owned by more than one 
Party, no Committed Working Interest s h a l l be included w i t h i n a p a r t i c i p a t i n g area or be 
e n t i t l e d to p a r t i c i p a t e i n the production of Unitized Substances from any p a r t i c i p a t i n g 
area u n t i l t i t l e to such Committed Working Interest has received the approval of the 
Parties w i t h i n such p a r t i c i p a t i n g area. Approval of t i t l e s to lands w i t h i n a p a r t i c i p a t ­
ing area s h a l l be binding on a l l Parties w i t h i n such p a r t i c i p a t i n g area and a l l Parties 
coming w i t h i n such p a r t i c i p a t i n g area upon any enlargement thereof. 

18.7 Failure of T i t l e to Committed Working Inter e s t Before Approval. I f t i t l e to 
any Committed Working Interest s h a l l f a i l i n whole or i n part p r i o r to receiving the 
approval of the Parties, the Parties hereto who improperly claimed an i n t e r e s t i n said 
land s h a l l sustain the en t i r e loss occasioned by such f a i l u r e of t i t l e , and do hereby 
expressly r e l i e v e and indemnify the Unit Operator and a l l other Parties from any and a l l 
l i a b i l i t y on account thereof. 
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18.8 Failure of T i t l e to Committed Working In t e r e s t After Approval. I f t i t l e t o 
a Committed Working Inter e s t which has received the approval of the Parties under 
Section 18.5 f a i l s i n whole or i n part at" a time when the t r a c t affected thereby i s 
w i t h i n an active D r i l l i n g Block, or w i t h i n a D r i l l i n g " B l o c k formed as herein provided 
upon which a w e l l has been completed as a producer of Unitized Substances but which 
has not been admitted to a p a r t i c i p a t i n g area; or, i f t i t l e to a Committed Working 
Int e r e s t which has received the approval of the Parties under Section 18.6 f a i l s i n 
whole or i n part at a time when the t r a c t affected thereby i s w i t h i n a p a r t i c i p a t i n g 
area, then: 

(1) The loss and any ensuing l i a b i l i t y s h a l l be charged as a common 
loss of the Parties having interests i n the affected p a r t i c i p a t i n g 
area or D r i l l i n g Block (including the Party whose Committed Working 
In t e r e s t has been l o s t and including the acreage of such Committed 
Working I n t e r e s t ) ; and 

(2) There s h a l l be relinquished to the Party whose Committed Working 
I n t e r e s t has been l o s t , such proportionate part of each of the other 
Committed Working Interests i n the lands w i t h i n such affected p a r t i ­
c i p a t i n g area or D r i l l i n g Block, subject to a l i k e portion of t h e i r 
respective Lease Burdens as may be necessary to make the loss of such 
Committed Working Inter e s t a j o i n t loss of the parties w i t h i n such 
p a r t i c i p a t i n g area or D r i l l i n g Block; and 

(3) The relinquished portions of said Committed Working Interests 
s h a l l be deemed owned by the Party receiving the same, subject t o a 
proportionate part of t h e i r respective Lease Burdens f o r a l l purposes 
of t h i s agreement. 

18.9 Joinder by True Owner. I f t i t l e t o a Committed Working Interest f a i l s i n 
whole or i n p a r t , such Committed Working Inter e s t s h a l l no longer be subject to t h i s 
Agreement and Unit Agreement. A true owner of a Working I n t e r e s t , t i t l e t o which has 
f a i l e d , may j o i n i n t h i s Agreement or enter upon a separate Operating Agreement with 
the Parties to t h i s Agreement upon such terms and conditions as receive the approval 
of the Parties w i t h i n the unit area; and subject to any v a l i d claims of the true 
owner. 

ARTICLE 19 

UNLEASED INTERESTS 

19.1 Treated as Leased. I f a Party owns i n fee a l l or any part of the o i l and 
gas r i g h t s i n any t r a c t w i t h i n the Unit Area which i s not subject to any o i l and gas 
lease, or other contract i n the nature thereof, such Party s h a l l be deemed to own a 
Committed V/orking Interest i n such t r a c t to the extent of seven-eighths (7/8) of 
i t s i n t e r e s t therein and a royalty i n t e r e s t with respect to the remaining one-eighth 
(1/8) i n t e r e s t therein. 
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ARTICLE 20 
RENTALS AND LEASE BURDENS 

20.1 Rentals. Each Party shall be obligated to pay any and all rentals and other sums (other than Lease Burdens) 
payable upon or in respect of its Committed Working Interests, subject, however, to the right of each Party to sur­
render any of its Committed Working Interests in accordance with Article 27. Upon request, each Party shall furnish 
to Unit Operator satisfactory evidence of the making of such payments. However, no Party shall be liable to any other 
Party for unintentional failure to make any such payments provdied it has acted in good faith. 

20.2 Lease Burdens. The Party or Parties entitled to receive the Production allocated to a tract of land within a 
participating area shall be obligated to make any and all payments, whether in cash or in kind, accruing to any and all 
Lease Burdens, net profits interests, carried interests and any similar interest payable in respect of such Production or 
the proceeds thereof, except as provided in Article 22 dealing with Withdrawal of Tracts and Uncommitted Interests. 
The Party or Parties entitled to receive the Production from a well completed as a producer but not included within 
a participating area shall be obligated to pay all Lease Burdens payable in respect of such Production and each such 
Party shall be obligated to pay any net profits interest, carried interest and similar interests payable in respect of its 
share of such production. 

20.3 Loss of Committed Working Interest. I f a Committed Working Interest is lost through failure to make any 
payment above provided to be made by the Party owning the same, such loss shall be borne entirely by such Party; 
provided, however, i f the Committed Working Interest so lost covers land within a participating area the provisions of 
Subdivisions A, B, C and D of Section 18.9 dealing with Failure of Title to Committed Working Interest shall apply. 

ARTICLE 21 
TAXES 

21.1 Payment. Any and all ad valorem taxes payable upon the Committed Working Interests (and upon Lease 
Burdens which are not payable by the owners thereof) or upon materials, equipment or other property acquired and 
held by Unit Operator hereunder, and any and all taxes (other than income taxes) upon or measured by Unitized 
Substances produced from the Unit Area which are not payable by the purchaser or purchasers thereof or by the owner 
of Lease Burdens, shall be paid by Unit Operator as and when due and payable. 

21.2 Apportionment. Taxes upon materials, equipment and other property acquired and held by Unit Operator here­
under shall be charged to and borne by the Parties owning the same in proportion to their respective interests therein. 
A l l other taxes paid by Unit Operator shall be charged to and borne by the Parties in proportion to their ownership in 
the Committed Working Interests or Unitized Substances (as the case may be) upon which or in respect of which such 
taxes are paid. A l l reimbursements from owners of Lease Burdens, whether obtained in cash or by deduction from Lease 
Burdens, on account of any taxes paid for such owners shall be paid or credited to the Parties in the same proportions 
as such taxes were charged to such Parties. 

21.3 Transfer of Interests. In the event of a transfer by one Party to another under the provisions of this agree­
ment of any Committed Working Interest or of any interest in any well or in the materials and equipment in any well 
or in the event of the reversion of any relinquished interest as in this agreement provided the taxes above mentioned 
assessed against the interest transferred or reverted for the taxable period in which such transfer or reversion occurs 
shall be apportioned between such Parties so that each shall bear the percentage of such taxes which is proportionate 
to that portion of the taxable period during which it owned such interest. 

21.4 Notices and Returns. Each Party shall promptly furnish Unit Operator with copies of notices, assessments, 
levies or tax statements received by it pertaining to the taxes to be paid by Unit Operator. Unit Operator shall make 
such returns, reports and statements as may be required by law in connection with any taxes above provided to be paid 
by it and shall furnish copies to the parties upon request. It shall notify the Parties of any tax which it does not propose 
to pay before such tax becomes delinquent. 

ARTICLE 22 
WITHDRAWAL OF TRACTS AND UN COMMITTED INTERESTS 

22.1 Limitation on Right of Withdrawal. Not loss than fivo (5) dayG boforo filing tho Unit Agroomont for final 
Departmental approval, Unit Operator shall notify caeh Party in writing of irrte^tion-to-file,--specifying in such notice, 
to the best of Unit Opeialui's knowledge, the status of ownership of unitized lands and Lease Burdens on Produetien-
thorcfrom. If the owner of any substantial interest in a tract within the Unit Area has then failed or refused to join in the 
Unit Agreement, the Party or Parties owning Committed Working Interests in such tract shall have the right to with­
draw such tract from the Unit Area in accordance with the Unit Agreement: provided, however, that such right shall not 
be exercised until after al luasl leu (10) days prior wiitlmi nuliue lo all ulhei Parties within the Unit Area and such right-
shall not be cscrciscd if within said period of ten days the non-withdrawal of 3ueh tract receives the Direction of the 
Parlies whu at the lime uf lite giving uf such nuLkc have executed thin ogroomontr-

22.2 The Effect of Non-Withdrawal at Direction of Parties. I f the non withdrawal of a tract receives the Direction 
of the Parties as above provided and if such tract is included within a participating area, the following provisions shall 
apply:1 

A. Any and all payments and liabilities to the owners of uncommitted interests in such tract that are in excess-
ef the payments that would accrue to such owners had they executed the Unit Agreement shall be borno and Gharod 
on an Acreage Dasis by the Parties within the participating area in which the tract is located. 

D. I f the payments that would accrue to the owners of uneommittcd interests in suoh tract if they—had joined 
in the Unit Agreement are in excess of the payments actually accruing to them such excess ahall be 3harcd by all 
Parties within tho participating area on an Acreage Basic. 
22.3 Voluntary Non-Withdrawal. If the Party or Parties owning Committed Working Interests in a tract volun­

tarily fails to exercise the right to withdraw such tract in accordance with the Unit Agreement, all payments and lia­
bilities accruing to the owners of uncommitted interests in such tract shall be paid and borne by such Party or Parties. 

ARTICLE 23 
COMPENSATORY ROYALTIES 

23.1 Notice. Whenever demand is made in accordance with the Unit Agreement for the payment of compensatory 
royalties, Unit Operator shall give written notice thereof to each Party affected by the demand, as hereinafter pro­
vided. 

23.2 Demand for Failure to Dri l l a Development Well. If the demand for compensatory royalty results from the 
failure to Dri l l a Development Well and such well is not drilled, then Unit Operator shall pay such compensatory-
royalty. Such payment shall be charged as Costs incurred in operations within such participating area. 

23.3 Demand for Failure to Dri l l a Well Other than a Development Well. If the demand for compensatory royalty 
results from the failure to Dril l a well other than a Development Well and an election to Drill in order to avoid pay­
ment of Compensatory Royalties is not made by any Party owning a Committed Working Interest in the tract upon 
which such a well may be Drilled, then Unit Operator shall pay such compensatory royalty. Such payment shall be 
chargeable to and borne by the Parties who would be obligated to bear the Costs of such well if the well were Drilled 
as a Required Well in accordance with Section 10.4B. 

ARTICLE 24 
SEPARATE MEASUREMENT AND SALVAGE 

24.1 Separate Measurement. I f a well completed as a producer of Unitized Substances is in or included in a partici­
pating area but is not owned on an Acreage Basis by all the Parties within such participating area and if, within thirty 
(30) days after request by any interested Party, a method of measuring the Production from such well without necessi­
tating additional facilities does not receive the Approval of the Parties, then Unit Operator shall install such additional 
tankage, flow lines or other facilities for separate measurement of the Unitized Substances produced from such well as 
Unit Operator may deem suitable. The Costs of such facilities for separate measurement shall be charged to and borne 
by the Drilling Party for such well and treated as Costs incurred in operating such well notwithstanding any other pro­
visions of this agreement. 

24.2 Salvaged Materials. If any materials and equipment are salvaged from a well completed as a producer after 
being Drilled. Deepened or Plugged Back otherwise than for the account of all the Parties entitled to participate therein 
before reversion to the Non-Drilling Parties of their relinquished interests in the well, the proceeds derived from sale 
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thereof, or, if not sold, the Salvage Value thereof, shall be treated in the same manner as proceeds of Production from 
such well for the purpose of determining reversion to Non-Drilling Parties of their relinquished interests in such well. 

ARTICLE 25 
SECONDARY RECOVERY AND PRESSURE MAINTENANCE 

25.1 Consent Required. Unit Operator shall not undertake any program of secondary recovery or pressure main­
tenance involving injection of gas, water or other substance by any method, whether now known or hereafter devised, 
without.first obtaining the consent of not IPSE than,,..,,..,..,...,,,,. ..Parties- in the aggregate owning not less than 

£.^.?.?..tr.y per cent ( % ) of the Committed Working Interests on an Acreage Basis in the 
participating area affected by any such program. After the Parties have voted to undertake a program of secondary 
recovery or pressure maintenance in accordance with this section, the conduct of such a program shall be subject to 
supervision by the Parties by vote as set forth in Article 14. 

25.2 Above Ground Facilities. This agreement shall not be deemed to require any Party to participate in the con­
struction or operation of any gasoline plant, sulphur recovery plant, dewaxing plant or other above ground facilities to 
process or otherwise treat Production, other than such facilities as may be required for treating Production in ordinary 
lease operations and such facilities as may be required in the conduct of operations authorized under Section 25.1. 

ARTICLE 26 
TRANSFERS OF INTEREST 

26.1 Restriction on Zone Transfers. No Party shall assign, mortgage or transfer its Committed Working Interest in 
any tract committed to this agreement as to less than all formations underlying said tract without first receiving the 
Approval of the Parties within the Unit Area; provided, however, that such restriction shall not apply to a transfer by 
any Party of any part of its Committed Working Interest in any tract or tracts after the Drilling of the Initial Test Well 
or Wells and prior to the discovery of Unitized Substances in paying quantities under a farmout arrangement in consid­
eration of the Drilling of a well within the Unit Area, free of expense to the other Parties, and upon the further condition 
that if such well results in the Production of Unitized Substances in paying quantities, such well and the Production there­
from will be shared by the Parties within the participating area established for such well in the same manner as if the 
well had been Drilled for the account of all Parties within such participating area. 

26.2 Sale by Unit Operator. I f Unit Operator sells all its Committed Working Interests, i t shall resign and a new Unit 
Operator shall be selected as provided in the Unit Agreement. 

26.3 Assumption of Obligations. No transfer of any Committed Working Interests shall be effective unless the same 
is made expressly subject to the Unit Agreement and this agreement and the transferee agrees in writing to assume and 
perform all obligations of the transferor under the Unit Agreement and this agreement insofar as relates to the interest 
assigned, except that such assumption of obligations shall not be required in case of a transfer by mortgage or deed of 
trust as security for indebtedness. 

26.4 Effective Date. A transfer of Committed Working Interests shall not be effective as between the Parties until 
the first day of the month next following the delivery to Unit Operator of the original or a certified copy of the instru­
ment of transfer conforming to the requirements of Section 26.3. In no event shall a transfer of Committed Working 
Interests relieve the transferring Party of any obligations accrued hereunder prior to said effective date, for which pur­
pose any obligation assumed by the transferor to participate in the Drilling, Deepening or Plugging Back of a well prior 
to such effective date shall be deemed an accrued obligation. 

ARTICLE 27 
RELEASE FROM OBLIGATIONS AND SURRENDER 

27.1 Surrender or Release Within Participating Area. A Committed Working Interest covering land within a par­
ticipating area shall not be surrendered except with the consent of all Parties within such participating area. However, 
a Party who owns a Committed Working Interest in land within a participating area and who is not at the time com­
mitted to participate in the Drilling, Deepening or Plugging Back of a well within such participating area may be relieved 
of further obligations with respect to such participating area as then constituted by executing and delivering to Unit 
Operator an assignment conveying to all other Parties within such participating area all Committed Working Interests 
owned by such Party in lands within the participating area, together with the entire interest of such Party in any and 
all wells, materials, equipment and other property within or pertaining to such participating area. 

27.2 Procedure on Surrender Outside Participating Area. Whenever a Party desires to surrender its Committed 
Working Interest in any tract which is not within any participating area, such Party shall give to all other Parties 
written notice thereof describing such Committed Working Interest. The Parties receiving such notice, or any of them, 
shall have the right at their option to take from the Party desiring to surrender an assignment of such Committed Work­
ing Interest by giving to the Party desiring to surrender written notice of election so to do within thirty (30) days after 
receipt of the notice of the desire to surrender. If such election is made as above provided, the Party or Parties taking 
the assignment (which shall be taken by them in proportion to the acreage of their Committed Working Interests among 
themselves in the Unit Area) shall pay to the assigning Party its share of the Salvage Value of any wells owned by the 
Parties and then located on the land covered by such Committed Working Interest, which payment shall be made on 
receipt of the assignment. I f no Party elects to take such assignment within such thirty (30) day period, then the Party 
or Parties owning such Committed Working Interest may surrender the same if surrender thereof can be made in accord­
ance with the Unit Agreement. 

27.3 Accrued Obligations. A Party making an assignment or surrender in accordance with Section 27.1 or 27.2 shall 
not be relieved of its liability for any obligation accrued hereunder at the time the assignment or surrender is made, 
or of obligation to bear its share of the Costs incurred in any Drilling, Deepening or Plugging Back operation in which 
such Party has elected to participate prior to the making of such assignment or surrender, except to the extent that 
the Party or Parties receiving such assignment shall assume, with the Approval of the Parties, any and all obligations 
of the assigning Party hereunder and under the Unit Agreement. 

ARTICLE 28 
SEVERAL, NOT JOINT LIABILITY 

28.1 Liability. The liability of the Parties hereunder shall be several and not joint or collective. Each Party shall be 
responsible only for its obligations as herein set out. 

28.2 No Partnership Created. I t is not the intention of the Parties to create, nor shall this agreement or the Unit 
Agreement be construed as creating a mining or other partnership or association between the Parties, or to render them 
liable as partners or associates. 

28.3 Election. Each of the Parties hereby elects to be excluded from the application of Subchapter K of Chapter 1 of 
Subtitle A of the Internal Revenue Code of 1954 or such portion or portions thereof as may be permitted or authorized 
by the Secretary of the Treasury of the United States or his delegate insofar as such Subchapter or any portion or por­
tions thereof may be applicable to the Parties. I f any present or future income tax laws of the state or states in which 
the Unit Area is located, or any future income tax law of the United States, contain, or shall hereafter contain, provisions 
similar to those contained in the Subchapter of the Internal Revenue Code of 1954 above referred to under which a simi­
lar election is permitted, each of the Parties hereby elects to be excluded from the application of such laws. Accordingly, 
each Party hereby authorizes and directs Unit Operator to execute such an election or elections on its behalf and file the 
same with the proper administrative office or agency. If requested by Unit Operator, each Party agrees to execute and 
join in such instruments as are necessary to make such elections effective. 

ARTICLE 29 
NOTICES 

29.1 Giving and Receipt. Except as otherwise specified herein, any notice, consent or statement herein provided 
or permitted to be given by Unit Operator or a Party to the Parties shall be given in writing by United States mail or 
by telegraph, properly addressed to each Party to whom given, with postage or charges prepaid, or by delivery thereof 
in person to the Party to whom given; however, if delivered to a corporate Party, it shall not be deemed given unless 
delivered personally to an executive officer of such Party or to its representative designated pursuant to Section 14.5 
dealing with Representatives. A notice given under any provision hereof shall be deemed given only when received by 
the Party to whom such notice is directed, except that any notice given by United States registered mail or by telegraph, 
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properly addressed to the Party to whom given with all postage and charges prepaid, shall be deemed given to and 
received by the Party to whom directed forty-eight (48) hours after such notice is deposited in the United States mails 
or twenty-four (24) hours after such notice is filed with an operating telegraph company for immediate transmission 
by telegraph, and also except that a notice to Unit Operator shall not be deemed given until actually received by it. 

29.2 Proper Addresses. Each Party's proper address shall be deemed to be the address set forth under or opposite its 
signature hereto unless and until such Party specifies another post office address within the continental limits of the 
United States by not less than ten (10) days prior written notice to all other Parties. 

ARTICLE 30 
EXECUTED I N COUNTERPARTS AND RATIFICATION 

30.1 Counterparts. This agreement may be executed in counterparts and all such counterparts taken together shall 
be deemed to constitute one and the same instrument. 

30.2 Ratification. This agreement may be executed by the execution and delivery of a good and sufficient instrument 
of ratification, adopting and entering into this agreement. Such ratification shall have the same effect as i i the Party 
executing i t had executed this agreement or a counterpart hereof. 

ARTICLE 31 
SUCCESSORS AND ASSIGNS 

31.1 Covenants. This agreement shall be binding on and inure to the benefit of all Parties signing the same, their 
heirs, devisees, personal representatives, successors and assigns and their successors in interest, whether or not it is 
signed by all the Parties listed below. The terms hereof shall constitute a covenant running with the lands and the 
Committed Working Interests of the Parties. 

ARTICLE 32 

HEADINGS FOR CONVENIENCE 
32.1 Headings. The table of contents and the headings used in this agreement are inserted for convenience only and 

shall be disregarded in construing this agreement. 

ARTICLE 33 
RIGHT OF APPEAL 

33.1 Not Waived. Nothing contained in this agreement shall be deemed to constitute the waiver by any Party of 
any right it would otherwise have to contest the validity of any law or any order or regulation of governmental authority 
(whether federal, state or local) relating to or affecting the conduct of operations within the Unit Area or to appeal 
from any such order. 

ARTICLE 34 
SUBSEQUENT JOINDER 

34.1 Prior to the Commencement of Operations. Prior to the commencement of operations under the Unit Agree­
ment, all owners of Working Interests in the Unit Area who have joined in the Unit Agreement shall be privileged to 
execute or ratify this agreement. 

34.2 After Commencement of Operations. After commencement of operations under the Unit Agreement, any Work­
ing Interest in land within the Unit Area which is not then committed hereto may be committed to this agreement and 
to the Unit Agreement upon such reasonable terms and conditions as may receive the Approval of the Parties. 

ARTICLE 35 
CARRIED INTERESTS 

35.1 Treatment of. I f any working interest shown on Exhibit B of the Unit Agreement and committed thereto is a 
carried working interest, such interest shall, if the carrying party executes this agreement be deemed to be, for the 
purpose of this agreement, a Committed Working Interest owned by the carrying party. 

ARTICLE 36 
EFFECTIVE DATE AND TERM 

36.1 Effective Date. This agreement shall become effective on the effective date of the Unit Agreement except that-
the provisions of Section 22.1 dealing with Limitation on Right of Withdrawal shall be operative-prior to such cifeetive 
date. 

36.2 Term. The term of this agreement shall be the same as the term of the Unit Agreement and shall terminate 
concurrently therewith. 

36.3 Effect of Termination. Termination of this agreement shall not relieve any Party of its obligations then accrued 
hereunder. Notwithstanding termination of this agreement the provisions hereof relating to the charging and payment of 
Costs and the disposition of materials and equipment shall continue in force until all materials and equipment owned by 
the Parties have been disposed of and until final accounting between Unit Operator and the Parties. Termination of 
this agreement shall automatically terminate all rights and interests acquired by virtue of this agreement in lands 
within the Unit Area except such transfers of Committed Working Interests as have been evidenced by formal written 
instruments of transfer. 

36.4 Effect of Signature. When this agreement is executed by two Parties, execution by each shall be deemed con­
sideration for execution by the other and each Party theretofore or thereafter executing this agreement shaii thereupon 
become and remain bound hereby until the termination of this agreement. However, if the Unit Agreement dooc not 
become effective within twelve (12) months from and after the date of this agreement, then at the expiration of said 
period, this agreement shall terminate. 

ARTICLE 37 

37.1 Failure to Take i n Kind. I f any Party f a i l s so to take or dispose of i t s 
share, Unit Operator s h a l l have the r i g h t f o r such reasonable periods of time that are 
consistent with the minimum needs of the Industry under the circumstances, but i n no 
event to exceed one year, and subject to revocation at w i l l by the Party owning same 
to purchase fo r i t s own account or s e l l to others such share at not less than the market 
price p r e v a i l i n g i n the area and not less than the price Unit Operator receives for i t s 
share of Production, subject to the r i g h t of such Party to exercise at any time i t s r i g h t 
to take i n kind or separately dispose of i t s own share of Production not previously taken 
by Unit Operator or delivered to others pursuant to t h i s Section 37.1. 

Notwithstanding the foregoing, Unit Operator s h a l l not make any commitment to s e l l 
any other Party's share of gas production i n t o i n t e r s t a t e commerce without f i r s t obtaini: 
such Party's consent. 
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37.2 I n the event a relinquishment of i n t e r e s t by a Non-Drilling Party occurs 
according to the provisions of t h i s agreement as to any w e l l and production i s had 
from such w e l l , the Unit Operator, or other Party conducting the operation which 
resulted i n the relinquishment, s h a l l furnish each n o n - D r i l l i n g Party upon i t s re­
quest a l l the information referred to i n Section 16.IF and i n addition s h a l l i n ­
clude the f o l l o w i n g : 

a. An itemized statement of the Costs of the operation i n which the 
Non-Drilling Party did not p a r t i c i p a t e ; and 

b. U n t i l reversion occurs, a monthly itemized statement of the 
Costs incurred i n the operation of the said w e l l , the quantity 
of production therefrom, the amount of proceeds received from the 
sale of the same, and the Lease Burdens paid with respect to 
Production. 

37.3 The provisions of Section 6.2 are hereby modified and l i m i t e d with respect 
to a w e l l covered thereby i f any Party owning a Committed Working Interest i n the 
D r i l l i n g Block formed f o r such w e l l elects not to p a r t i c i p a t e i n the Costs thereof 
as to his Committed Working In t e r e s t i n the D r i l l i n g Block. In such case, the re­
linquished - i n t e r e s t of Non-Drilling Party s h a l l revert to i t i n the same manner 
and under the same conditions as provided i n Section 12.3 with respect to wells 
located i n a P a r t i c i p a t i n g Area, except that the production from such w e l l s u f f i ­
cient to cause such reversion s h a l l be that which, had the Non-Drilling Party elected 
to p a r t i c i p a t e i n such w e l l , would be allocable on an acreage basis to the i n t e r e s t 
of N on-Drilling Party i n land i n the D r i l l i n g Block formed f o r such w e l l . Upon 
reversion of the relinquished i n t e r e s t of a Non-Drilling Party i n such a w e l l the 
provisions of Section 12.4 dealing with E f f e c t of Reversion s h a l l be applicable. 

37.4 Should the owner of a r o y a l t y i n t e r e s t f a i l or refuse to execute or 
become bound by the Unit Agreement and as a r e s u l t thereof the Lease Burdens of 
the Party e n t i t l e d to receive the production allocated to the t r a c t or t r a c t s 
of land affected are more than the Lease Burdens computed on the basis of produc­
t i o n allocated thereto, Unit Operator, upon receipt of evidence thereof from the 
Party affected, s h a l l reimburse that Party f o r the f u l l amount of such excess 
Lease Burdens and s h a l l t r e a t the same as an operating cost; s i m i l a r l y , i f the 
Lease Burdens are less than the Lease Burdens computed on the basis of production 
allocated thereto, such Party s h a l l remit the difference to Unit Operator f o r 
d i s t r i b u t i o n to a l l Parties. 

37.5 The provisions of Section 16.1(G) or any other provision of t h i s Unit 
Operating Agreement s h a l l not, without more, e n t i t l e any Party to share i n the 
d i s t r i b u t i o n of v e l o c i t y logs and v e l o c i t y survey information, whether conventional 
v e l o c i t y surveys or continuous v e l o c i t y logs. The Parties hereto, or any one or 
more of them or any association of which one or more of the Parties i s a member, 
may at i t s or t h e i r sole cost, r i s k and expense, including stand-by r i g time, 
conduct such surveys i n any w e l l d r i l l e d hereunder upon reasonable request and be 
e n t i t l e d to the information thereby obtained. 
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IN WITNESS WHEREOF, the parties hereto have caused this agreement to be executed 

and have set opposite their respective names the date of execution. 

UNIT OPERATOR AND WORKING INTEREST OWNER 

BEARD OIL COMPANY 

ATTEST: 

President 

Secretary 

Date 

Address: 2000 Classen Building 
Oklahoma City, Oklahoma 73106 

STATE OF ) 
: ss 

COUNTY OF _ J 

On t h i s day of , 1971, before me appeared 
, to me personally known, who, being by me 

duly sworn did say he is the President of BEARD OIL COMPANY, and tha t the 
seal a f f i x e d to said instrument i s the corporate seal of said corporation and that 
said instrument was signed and sealed on behalf of said corporation by authority of 
i t s Board of Directors, and said acknowledged 
said instrument to be the free act and deed of said corporation. 

GIVEN under my- hand and n o t a r i a l seal the day f i r s t above w r i t t e n . 

My commission expires: _„_^___ 
Notary Public 

Unit Operating Agreement 
Jornada Del Muerto Unit 
Sierra County 
New Mexico 
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EXHIBIT " 2 " 

Attached to and made a part of 
Jornad.a.D. el..Muerto 

Sierra..County, 
New _ .Mexico. 

A C C O U N T I N G P R O C E D U R E 

(JOINT OPERATIONS) 

I . GENERAL PROVISIONS 

1. Definitions 
"Joint Property" shall mean the real and personal property subject to the agreement to which this "Accounting Pro­
cedure" is attached. 
"Joint Operations" shall mean al l operations necessary or proper for the development, operation, protection and 
maintenance of the Joint Property. 
"Operator" shall mean the party designated to conduct the Joint Operations. 
"Non-Operators" shall mean the nonoperating parties, whether one or more. 
"Joint Account" shall mean the account showing the charges and credits accruing because of the Joint Operations 
and which are to be shared by the Parties. 
"Parties" shall mean Operator and Non-Operators. 
"Mater ial" shall mean personal property, equipment or supplies acquired or held for use on the Joint Property. 
"Controllable Material" shall mean material which at the time is so classified in the Material Classification Manual 
a.-, most recently recommended by the Council of Petroleum Accountants Societies of North America. 

2. Conflict w i t h Agreement 
In the event of a conflict between the provisions of this Accounting Procedure and the provisions of the agree­
ment to which this Accounting Procedure is attached, the provisions of the agreement shall control. 

3. Collective Action by Non-Operators 
Where an agreement or other action of Non-Operators is expressly required under this Accounting Procedure 
and i f the agreement to which this Accounting Procedure is attached contains no contrary provisions in regard 
thereto, the agreement or action of a major i ty in interest of the Non-Operators shall be controlling on al l Non-
Operators. 

4. Statements and Billings 
Operator shall b i l l Non-Operators on or before the last day of each month for their proportionate share of costs and 
expenses, for the preceding month. Such bills w i l l be accompanied by statements reflecting the total charges 
and credits as set fo r th under Subparagraph Q below: 
A. Statement in detail of all charges and credits to the Joint Account. 
B. Statement of all charges and credits to the Joint Account, summarized by appropriate classifications indicative 

of the nature thereof. 
C. Statement of al l charges and credits to the Joint Account summarized by appropriate classifications indicative 

of the nature thereof, except that items of Controllable Material and unusual charges and credits shall be detailed. 

5. Payment and Advances by Non-Operators 
Each Non-Operator shall pay its proportion of al l such bills wi th in f i f teen (15) days after receipt thereof. I f pay­
ment is not made wi th in such time, the unpaid balance shall bear interest at the rate o f ^ i x per cent ) per 
annum unt i l paid. t e n 10% 

6. Adjustments 
Payment of any such bills shall not prejudice the right of any Non-Operators to protest or question the correctness 
thereof; provided however, al l bills and statements rendered to Non-Operators by Operator during any calendar 
year shall conclusively be presumed to be true and correct after twenty-four (24) months following the end of any 
such calendar year, unless wi th in the said twenty-four (24) month period a Non-Operator takes wri t ten excep­
tion thereto and makes claim on Operator for adjustment. No adjustment favorable to Operator shall be made 
unless i t is made wi th in the same prescribed period. The provisions of this paragraph shall not prevent adjust­
ments resulting f rom a physical inventory of the Joint Property as provided for in Section V I I . 

7. Audits 
A Non-Operator, upon notice in wri t ing to Operator and all other Non-Operators, shall have the right to audit 
Operator's accounts and records relating to the accounting hereunder for any calendar year wi th in the twenty-four 
(24) month period following the end of such calendar year; provided however, the making of an audit shall not ex­
tend the time for the taking of wri t ten exception to and the adjustment of accounts as provided for in Paragraph 
6 of this Section I . Where there are two or more Non-Operators, the Non-Operators shall make every reasonable 
effor t to conduct joint or simultaneous audits in a manner which w i l l result i n a minimum of inconvenience to 
the Operator. 

I I . DIRECT CHARGES 

Subject to limitations hereinafter prescribed, Operator shall charge the Joint Account w i t h the fol lowing items: 

1. Rentals and Royalties 
Delay or other rentals and royalties when such rentals and royalties are paid by Operator for the Joint Account 
of the Parties. 

2. Labor 
A. Salaries and wages of Operator's employees directly engaged on the Joint Property in the conduct of the Joint 

Operations, and salaries or wages of technical employees who are temporarily assigned to and directly 
employed on the Joint Property. 

B. Operator's cost of holiday, vacation, sickness and disability benefits and other customary allowances paid to the 
employees whose salaries and wages are chargeable to the Joint Account under Paragraph 2A of this Section I I 
and Paragraph 1 of Section I I I ; except that in the case of those employees only a pro rata portion of whose 
salaries and wages are chargeable to the Joint Account under Paragraph 1 of Section I I I , not more than ihe same 
pro rata portion of the benefits and allowances herein provided for shall be charged to the Joint Account. Cost 
under this Paragraph 2B may be charged on a "when and as paid basis" or by ''percentage assessment" on the 
amount of salaries and wages chargeable to the Joint. Account under Paragraph 2A of this Section I I and Para­
graph 1 of Section I I I . I f percentage assessment is used, the rate shall be based on the Operator's cost experience. 

C. Expenditures or contributions made pursuant to assessments imposed by governmental authority which are ap­
plicable to Operator's labor cost of salaries and wages chargeable to the Joint Account under Paragraphs 2A 
and 21) of this Section I I and Paragraph 1 of Section I I I . 

D. Reasonable personal expenses of those employees whose salaries and wages are chargeable to the Joint Account 
under Paragraph 2A of this Section I I and for which expenses the employees are reimbursed under Operator'.-: 
usual practice. 

R e c o m m e n d e d b y t h o 
C o u n c i l o f P e t r o l e u m 
A c c o u n t a n t s S o c i e t i e s u f 
N o r t h A m e r i c a . 
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3. Employee Benefits 
Operator's current cost of established plans for employees' group l i fe insurance, hospitalization, pension, retire­
ment, stock purchase, th r i f t , bonus, and other benefit plans of a like nature, applicable to Operator's labor cost; pro­
vided however, the total of such charges shall not exceed ten percent ( 1 0 f r ) of Operator's labor costs chargeable 
to the Joint Account under Paragraphs 2A and 2B of this Section I I and Paragraph 1 of Section I I I . 

4. Material 
Material purchased or furnished by Operator for use on the Joint Property. So far as it is reasonably practi­
cal and consistent wi th efficient and economical operation, only such Material shall be purchased for or transferred 
to the Joint Property as may be required for immediate use; and the accumulation of surplus stocks shall be avoided. 

5. Transportation 
Transportation of employees and Material necessary for the Joint Operations but subject to the following limitations: 
A. I f Material is moved to the Joint Property f r o m the Operator's warehouse or other properties, no charge shall 

be made to the Joint Account for a distance greater than the distance f rom the nearest reliable supply store or 
railway receiving point where like material is available, except by agreement wi th Non-Operators. 

B. I f surplus Material is moved to Operator's warehouse or other storage point, no charge shall be made to the 
Joint Account for a distance greater than the distance to the nearest reliable supply store or railway receiving 
point, except by agreement wi th Non-Operators. No charge shall be made to Joint Account for moving Material 
to other properties belonging to Operator, except by agreement w i th Non-Operators. 

C. In the application of subparagraphs A and B above, there shall be no equalization of actual gross trucking costs 
of $100 or less. 

6. Services 
A. The cost of contract services and utilities procured f r o m outside sources other than services covered by Para­

graph 8 of this Section I I and Paragraph 2 of Section I I I . 
B. Use and service of equipment and facilities furnished by Operator as provided in Paragraph 5 of Section IV . 

7. Damages and Losses to Joint Property 
A l l costs or expenses necessary for the repair or replacement of Joint Property made necessary because of damages 
c losses incurred by fire, flood, storm, theft, accident, or any other cause, except to the extent that the damage or 
loss could have been avoided through the exercise of reasonable diligence on the part of Operator. Operator shall 
furnish Non-Operators wri t ten notice of damages or losses incurred as soon as practicable after a report thereof 
has been received by Operator. 

8. Legal Expense 
A l l costs and expenses of handling, investigating and settling litigation or claims arising by reason of the Joint 
Operations or necessary to protect or recover the Joint Property, including, but not l imited to, attorneys' fees, 
court costs, cost of investigation or procuring evidence and amounts paid in settlement or satisfaction of any 
such litigation or claims: provided, (a) no charge shall be made for the services of Operator's legal staff or other reg­
ularly employed personnel (such services being considered to be Administrative Overhead under Section I I I ) , ex­
cept by agreement w i th Non-Operators, and (b) no charge shall be made for the fees and expenses of outside at­
torneys unless the employment of such attorneys is agreed to by Operator and Non-Operators. 

9. Taxes 
A l l taxes of every kind and nature assessed or levied upon or in connection wi th the Joint Property, the operation 
thereof, or the production therefrom, and which taxes have been paid by the Operator for the benefit of the Parties. 

10, Insurance Premiums 
Premiums paid for insurance required to be carried on the Joint Property for the protection of the Parties. 

11. Other Expenditures 
Any other expenditure not covered or dealt w i th in the foregoing provisions of this Section I I , or in Section I I I , 
and which is incurred by the Operator for the necessary and proper conduct of the Joint Operations. 

I I I . INDIRECT CHARGES 
Operator may charge the Joint Account for indirect costs either by use of an allocation of district expense items plus a 
f ixed rate for administrative overhead, and plus the warehousing charges, all as provided for in Paragraphs 1, 2. and 3 of 
this Section I I I OR by combining all three of said items under the f ixed rate provided for in Paragraph 4 of this Section 
I I I , as indicated next below: 

OPERATOR S H A L L CHARGE THE JOINT ACCOUNT UNDER TIIE TERMS OF: 
f j Paragraphs 1, 2 and 3. (Allocation of district expense plus f ixed rate for administrative overhead plus 

warehousing.) 
[vj Paragraph 4. (Combined f ixed rate) 

1. District Expense 
Operator shall charge the Joint Account wi th a pro rata portion of the salaries, wages and expenses of Operator's 
production superintendent and other employees serving the Joint Property and other properties of the Operator in 
the same operating area, whose time is not allocated directly to the properties, and a pro rata portion of the cost of 
maintaining and operating a production office known as Operator's .. 
office located at or near (or a comparable office i f location changed), and neces­
sary sub-offices ( i f any), maintained for the convenience of the above-described office, and all necessary camps, 
including housing facilities for employees i f required, used in connection wi th the operations of the Joint Property 
and other properties in the same operating area. The expense of, less any revenue f rom, such facilities may. at the 
option of Operator, include depreciation of investment or a fair monthly rental in lieu of depreciation. Such 
charges shall be apportioned to all properties served on some equitable basis consistent wi th Operator's accounting 
practice. 

Administrative Overhead 
Operator shall charge administrative overhead to the Joint Account at the fol lowing rates, which charge shall be in 
lieu of the cost and expense of all offices of the Operator not covered by Paragraph 1 of this Section I I I . including 
salaries, wages and expenses of personnel assigned to such offices. Such charges shall be in addition to the salaries, 
wages and expenses of employees of Operator authorized to be charged as direct charges as provided in Paragraphs 
2 and 8 of Section I I . 

WELL BASIS (RATE PER WELL PER MONTH) 
PRODUCING WELL RATE 

DRILLING WELL RATE (Use Current Producing Depth) 
(Use Toto l Depth) 

A l l Wells 
Wel l Depth Each Wel l First Five Next Five Over Ten 

The cost and expense of services f rom outside sources in connection wi th matters of taxation, traff ic , accounting, or 
matters before or involving governmental agencies shall be considered as included in the overhead rates provided for in 
this Paragraph 2 of Section I I I . unless such cost and expense are agreed upon between Operator and Non-Operators 
as a direct charge to the Joint Account. 



3. Operator's Fully Owned Wareh. Operating and Maintenance Expense 
(Describe f u l l y the agreed procedure to be followed by the Operator.) 

4. Combined Fixed Rates 
Operator shall charge the Joint Account for the services covered by Paragraph 1, 2 and 3 of this Section I I I , the 
fo l lowing f ixed per wel l rates: 

W E L L BASIS (RATE PER W E L L PER MONTH) 
PRODUCING WELL RATE 

DRILLING WELL RATE (Use Current Producing Depth) 
( U 5 C T ° t 0 1 ° e P t h ) A l l W G l l S All Wells 

Wel l Depth Eoch Wel l = f B i F m Nex t Five Over Ten 

A l l depths . . . . $ 1 , 2 5 0 . 0 0 $130 ,00 . 

Said f ixed rate (shall) (shall not) include salaries and expenses of production foremen. 

5. Application of Administrative Overhead or Combined Fixed Rates 
The fol lowing limitations, instructions and charges shall apply in the application of the per wel l rates as provided 
under either Paragraph 2 or Paragraph 4 of this Section I I I : 
A . Charges for d r i l l i ng wells shall begin on the date each wel l is spudded and terminate on the date the dr i l l ing or 

completion r i g is released, whichever is later, except that no charge shall be made during the suspension of 
dr i l l ing operations for f i f teen (15) or more consecutive days. 

B. The status of wells shall be as follows: 
(1) Producing gas wells, injection wells for recovery operations, water supply wells utilized for water flooding 

operations and salt water disposal wells shall be considered the same as producing wells. 
(2) Wells permanently shut down but on which plugging operations are deferred shall be dropped f rom the 

wel l schedule at the time the shutdown is effected. When such a wel l is plugged a charge shall be made 
at the producing wel l rates. 

(3) Wells being plugged back, drilled deeper, converted to a source or input well , or which are undergoing any 
type of workover that requires the use of a dr i l l ing or workover r ig shall be considered the same as dr i l l ing 
wells. 

(4) Temporarily shut-down wells, which are not produced or worked upon for a period of a f u l l calendar month, 
shall not be included in the wel l schedule, provided however, wells shut in by governmental regulatory 
body shall be included in the well schedule only in the event the allowable production is transferred to some 
other we l l or wells on the Joint Property. In the event of a unit allowable, all wells capable of producing 
w i l l be counted in determining the charge. 

(5) Gas wells shall be included in the well schedule i f directly connected to a permanent sales outlet even 
though temporarily shut in due to overproduction or failure of purchaser to take the allowed production. 

(6) Wells completed in multiple horizons, in which the production is not commingled down hole, shall be con­
sidered as a producing wel l for each separately producing horizon. 

C. The well rates shall apply to the total number of wells being drilled or operated under the agreement to which 
this Accounting Procedure is attached, irrespective of individual leases. 

D. The v/ell rates shall be adjusted on the f irst day of A p r i l of each year following tho effective dato of the agree— 
ment to which thia Accounting Procedure ia attached.—The adjustment shall bo computed by multiplying--t-he-

and Gaa Production-Workers for the last calendar year compared to the preceding calendar year ns-shown by-
''The Index of Average Weekly^aming3-of-^^e-Pctrolewt^-tffld-€e&-ProductiOn Workers" as published by the-
United Gt-atea Department of Labor,•B-tge&w of Labor Statistics, The adjusted rates shall bo the rates currently 
in uce, p4u3--or- minus tho computed adjustment. 

C For—the uunsh ueliun uf cunipiessui—plants.—cvatet—stations, secondary recovery systems, salt water disposal facili­
ties, and other such projects, as distinguished f rom the more usuttl d r i l l ing and producing operations, Ope-^to^ 
in addition to the Administrative Overhead or Combined Fixed ll-atcs provided for in Paragraph 2 and 1 of this-
3ei tiun I I I , shall charge the Joint Account wi th an additional overhead charge as follows; 
A. Tutal cust Itss than 025,000, no charge. 
B. Tutal uus! mi, ie than 023,000 but less than 0100,000, Ct of total cost. 
C. Total coat of 0100.000-or more rf, of the f irst £100,000 plus ~ of all over-$100,000 of total cost. 
Total coat shall mean the total groaa cost of any one project. For tho purpose of this Paragraph the component parte 
of a single project mu l l not be treated separately and the coat of dr i l l ing wells shall be excluded. 

7. The specific rates provided for in this Section I I I may be amended f rom time to time by mutual agreement between 
the Parties hereto if , in practice, the rates are found to be insufficient or excessive. 

I V . BASIS OF CHARGES TO JOINT ACCOUNT 
Subject to the fur ther provisions of this Section IV, Operator w i l l procure all Material and services for the Joint Prop­
erty. A t the Operator's option, Non-Operator may supply Material or services for the Joint Property. 
1. Purchases 

Material purchased and service procured shall be charged at the price paid by Operator after deduction of all dis­
counts actually received. 
Material furnished f r o m Operator's Warehouse or Other Properties 
A. New Material (Condition " A " ) 

(1) Tubular goods, two inch (2") and over, shall be priced on Eastern M i l l base ( i . e. Youngstown, Ohio: Lorain, 
Ohio; and Indiana Harbor, Indiana) on a minimum carload basis effective at date of movement and f. o. b. 
railway receiving point nearest the Joint Property, regardless of quantity. In equalized hauling charges. 
Operator is permitted to include ten cents (10c) per hundred-weight on all tubular goods furnished f rom 
his stocks in lieu of loading and unloading costs sustained. 

(2) Other Material shall be priced at the current replacement cost of the same kind of Material, effective at date 
of movement and f. o. b. the supply store or railway receiving point nearest the Joint Property where 
Material of the same kind is available. 

(3) The Joint Account shall not be credited wi th cash discounts applicable to prices provided for in this Para­
graph 2 cf Section IV. 

B. Used Material (Condition " B " and "C") 
(1) Material in sound and serviceable condition and suitable for reuse without reconditioning, shall be classified 

as Condition " B " and priced at seventy-five per cent (75'..; ) of the current price of new Material. 
(2) Material which cannot be classified as Condition l ' B " but which, 

(a) Af t e r reconditioning w i l l be further serviceable for original function as good secondhand Material 
(Condition " B " ) , or 

(b) Is serviceable for original function but substantially not suitable for reconditioning, shall be classifi­
ed as Condition " C and priced at f i f t y per cent (50 r ; ) of current new price. 

(3) Obsolete Material or Material which cannot be classified as Condition " B " or Condition "C" shall be priced 
at a value commensurate with its use. Material no longer suitable for its original purpose but usable for 

To be ne g o t i a t e d 



some other purpose, sha e priced on a basis comparable wi th tha' ' items normally used for such other 
purpose. 

(4) Material involving erection costs shall be charged at applicable percentage of the current knocked-down 
price of new Material. 

3. Premium Prices 
Whenever Material is not readily obtainable at prices specified in Paragraphs 1 and 2 of this Section I V because of 
national emergencies, strikes or other unusual causes over which the Operator has no control, the Operator may 
charge the Joint Account for the required Material at the Operator's actual cost incurred in procuring such Material, 
in making it suitable for use, and in moving it to the Joint Property, provided, that notice in wr i t ing is 
furnished to Non-Operators of the proposed charge prior to bi l l ing Non-Operators for such Material. Each Non-
Operator shall have the right, by so electing and not i fy ing Operator wi th in 10 days after receiving notice f r o m 
Operator, to furnish in kind all or part of his share of such Material suitable for use and acceptable to Operator. 

4. Warranty of Material Furnished by Operator 
Operator does not warrant the Material furnished. I n case of defective Material, credit shall not be passed to the 
Joint Account unt i l adjustment has been received by Operator f r o m the manufacturers or their agents. 

5. Equipment and Facilities Furnished by Operator 
A. Operator shall charge the Joint Account for use of equipment and facilities at rates commensurate wi th cost of 

ownership and operation. Such rates shall include cost of maintenance, repairs, other operating expense, i n ­
surance, taxes, depreciation and interest on investment not to exceed six per cent (6%) per annum, provided 
such rates shall not exceed those currently prevailing in the immediate area wi th in which the Joint Property is 
located. Rates for automotive equipment shall generally be in line w i th the schedule of rates adopted by the 
Petroleum Motor Transport Association, or some other recognized organization, as recommeded uniform charges 
against Joint Property operations. Rates for laboratory services shall not exceed those currently prevailing i f 
performed by outside service laboratories. Rates for trucks, tractors and wel l service units may include wages 
and expenses of operator. 

B. Whenever requested. Operator shall in form Non-Operators in advance of the rates i t proposes to charge. 
C. Rates shall be revised and adjusted f r o m time to time when found to be either excessive or insufficient. 

V. DISPOSAL OF M A T E R I A L 
The Operator may purchase, but shall be under no obligation to purchase, interest of Non-Operators in surplus Condi­
tion " A " or " B " Material. The disposition of surplus Controllable Material, not purchased by Operator, shall be subject 
to agreement between Operator and Non-Operators, provided Operator shall dispose of normal accumulations of junk 
and scrap Material either by transfer or sale f rom the Joint Property. 

1. Material Purchased by the Operator or Non-Operators 
Material purchased by either the Operator or Non-Operators shall be credited by the Operator to the Joint Account 
for the month in which the Material is removed by the purchaser. 

2. Division in Kind 
Division of Material in kind, i f made between Operator and Non-Operators, shall be in proportion to the respective 
interests in such Material. The Parties w i l l thereupon be charged individually w i th the value of the Material re­
ceived or receivable. Proper credits shall be made by the Operator in the monthly statement of operations. 

3. Sales to Outsiders 
Sales to outsiders of Material f rom the Joint Property shall be credited by Operator to the Joint Account at the net 
amount collected by Operator f r o m vendee. Any claim by vendee related to such sale shall be charged back to the 
Joint Account if and when paid by Operator. 

V I . BASIS OF PRICING M A T E R I A L TRANSFERRED FROM JOINT ACCOUNT 
Material purchased by either Operator or Non-Operators or divided in kind, unless otherwise agreed to between 
Operator and Non-Operators shall be priced on the fol lowing basis: 

1. New Price Defined 
New price as used in this Section V I shall be the price specified for New Material in Section IV. 

2. New Material 
New Material (Condition ' ' A " ) , being new Material procured for the Joint Property but never used, at one hundred 
per cent (100%) of current new price (plus sales tax i f any). 

3. Good Used Material 
Good used Material (Condition " B " ) , being used Material in sound and serviceable condition, suitable for reuse 
without reconditioning: 
A. A t seventy-five per cent (75%) of current new price i f Material was charged to Joint Account as new, or 
B. A t s ixty-f ive per cent (65%) of current new price i f Material was originally charged to the Joint Account as 

secondhand at seventy-five percent (75%) of new price. 
4. Other Used Material 

Used Material (Condition "C") , at f i f t y per cent (50%) of current new price, being used Material which: 
A. Is not in sound and serviceable condition but suitable for reuse after reconditioning, or 
B. Is serviceable for original function but not suitable for reconditioning. 

5. Bad-Order Material 
Material (Condition "D"') , no longer suitable for its original purpose without excessive repair cost but usable for 
some other purpose at a price comparable w i t h that of items normally used for such other purpose. 

6. Junk Material 
Junk Material (Condition ' 'E ' ' ) , being obsolete and scrap Material, at prevailing prices. 

7. Temporarily Used Material 
When the use of Material is temporary and its service to the Joint Property does not jus t i fy the reduction in price as 
provided for in Paragraph 3 B of this Section V I , such Material shall be priced on a basis that w i l l leave a net charge 
to the Joint Account consistent w i th the value of the service rendered. 

V I I . INVENTORIES 
The Operator shall maintain detailed records of Material generally considered controllable by the Industry. 

1. Periodic Inventories, Notice and Representation 
A t reasonable intervals, inventories shall be taken by Operator of the Joint Account Material, which shall include 
all such Material as is ordinarily considered controllable. Wri t ten notice of intention to take inventory shall be 
given by Operator at least th i r ty (30) days before any inventory is to begin so that Non-Operators may be repre­
sented when any inventory is taken. Failure of Non-Operators to be represented at an inventory shall bind Non-
Operators to accept the inventory taken by Operator, who shall in that event furnish Non-Operators wi th a copy 
thereof. 

2. Reconciliation and Adjustment of Inventories 
Reconciliation of inventory w i t h charges to the Joint Account shall be made, and a list of overages and shortages 
shall be jo in t ly determined by Operator and Non-Operators. Inventory adjustments shall be made by Operator 
wi th the Joint Account for overages and shortages, but Operator shall be held accountable to Non-Operator only 
for shortages due to lack of reasonable diligence. 

3. Special Inventories 
Special inventories may be taken whenever there is any sale or change of interest in the Joint Property. I t shall bo 
the duty of the party selling to not i fy all other Parties as quickly as possible after the transfer of interest takes 
place. In such cases, both the seller and the purchaser shall be governed by such inventory. 

_ . _ 4 _ 



EXHIBIT "3" 

Attached to and Made Part of "Unit Operating Agreement" 
fo r Jornada Del Muerto Unit 
Sierra County, New Mexico. 

A. Location. The I n i t i a l Test Well s h a l l be d r i l l e d at a location s a t i s f a c t o r y 
to Beard O i l Company. 

B. Depth. The I n i t i a l Test Well s h a l l be d r i l l e d conformably w i t h the terms of 
A r t i c l e 9 of the Jornada Del Muerto Unit Agreement. 

C. Costs. A l l costs and expenses incurred i n connection with the I n i t i a l Test 
Well, including d r i l l i n g , t e s t i n g , and completing i n t o tanks, i f an o i l pro­
ducer, or through gas separator, i f a gas producer, and plugging and abandon­
in g , i f a dry hole, s h a l l be borne and paid f o r by Beard O i l Company and 
such other parties hereto as agree to bear such costs i n accordance with 
separate agreement among themselves, subject to the investment adjustment 
provisions of A r t i c l e 13 of t h i s agreement. Any cash contributions received 
toward the d r i l l i n g of the I n i t i a l Test Well s h a l l belong t o the parties 
sustaining the r i s k of d r i l l i n g the I n i t i a l Test Well. 

D. T i t l e Examination Area. The t i t l e examination area for the I n i t i a l Test Well 
sh a l l comprise 640 acres, more or le s s , around the I n i t i a l Test Well as 
designated by the parties sustaining the risk of d r i l l i n g the I n i t i a l Test 
Well. 

E. Examination of T i t l e s . The provisions o f Section 18.3 notwithstanding, Unit 
Operator s h a l l examine the t i t l e s t o a l l leases, lands and i n t e r e s t s , any 
portion of which f a l l w i t h i n the designated t i t l e examination area and s h a l l 
furnish copies of a l l t i t l e opinions and report concerning the t i t l e exam­
in a t i o n with w r i t t e n recommendations f o r approval or disapproval of the 
t i t l e to each committed working i n t e r e s t involved and thereafter the parties 
s h a l l advise Unit Operator i n w r i t i n g w i t h i n f i f t e e n (15) days a f t e r receipt 
of such t i t l e opinions or reports of approval or disapproval of t i t l e s . 
A l l costs of such examination s h a l l be charged as costs of d r i l l i n g the 
I n i t i a l Test Well. 

F. Deepening, Plugging Back. In the absence of any agreement t o the contrary, 
the attempted completion, deepening or plugging back, and abandonment of the 
I n i t i a l Test Well, s h a l l be governed by the provisions of Part 2 of Exhibit 
" i f " o f the Unit Operating Agreement. 
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EXHIBIT 4 

Attached to and made a part of that certain agreement entitled Unit 

Operating Agreement .J.QRNADA...DEL..JsIUJEJiTQ 

Unit Area, County of S I E R R A . _ s t a t e 0 f . . .EEW. . . I ^XICO. . . ) 

Dated the l . P . t h day of M§.Y ,19...7.? 

PART 1 
DRILLING OF EXPLORATORY WELLS 

1. Notice of Proposed Drilling. Any Party desiring the Drilling of an Exploratory Well on land in which it owns a 
Committed Working Interest shall designate an area, herein called a Drilling Block, not to exceed .6.4.0. acres, 
which, on the basis of available geological information will , in its judgment, be proved productive by the drilling of such 
well. Unit Operator and each Party within the Drilling Block shall be furnished with a plat and description of the area 
so designated, together with written notice of the location, objective formation, maximum depth, and estimated cost of 
the proposed well. The location of the proposed well shall conform to any applicable spacing pattern then existing or an 
authorized exception thereto. The Drilling Bloc'\ shall include no land in an established participating area for the objec­
tive formation for the well to be drilled thereon nor any land included in a proposal therefor filed with the Director, nor 
any land within an active, previously designated Drilling Block for such formation. The Drilling Block shall be consid­
ered active for ninety (90) days after the designation thereof and i f a well is commenced thereon within such period until 
either: 

A. The completion of the well, if i t is completed otherwise than as a producer of unitized substances in paying 
quantities, or; 

B. The filing with the Director of a proposal for the establishment or revision of a participating area if the drill­
ing of the well results in the filing of such proposal. 
2. Basis of Participation. Each Party within the Drilling Block shall be entitled to participate in the Costs of the 

proposed well on an Acreage Basis, but shall be required to do so only if it notifies the other Parties of its willingness so to 
participate as hereinafter in this Article provided. 

3. Exclusion of Land From Proposed Drilling Block. Within thirty (SO) days after receipt of such notice, any part of 
the land included in the proposed Drilling Block may be excluded therefrom at the Direction of the Parties therein. In 
such event the proposed Drilling Block as reduced by the exclusion of such land shall be established as the Drilling Block. 
In the absence of any such Direction then at the expiration of said period, the proposed Drilling Block shall be estab­
lished as the Drilling Block. 

4. Preliminary Notice to Join in Drilling. Within ten (10) days after the establishment of the Drilling Block, each 
Party within such Drilling Block shall in writing advise all other Parties therein whether or not it wishes to participate 
in the Drilling of the proposed well. If any Party fails to give such advice within the prescribed time, it shall be deemed 
to have elected not to participate in Drilling such proposed well. I f all the Parties within the Drilling Block so advise 
that they wish to participate therein, the Unit Operator shall Dri l l the proposed well for the account of all such Parties. 

5. Notice of Election to Dril l . Unless all Parties within the Drilling Block agree to participate in Drilling such well, 
then, within fifteen (15) days after the expiration of the ten-day period last above provided in Section 4, each Party 
within the Drilling Block then desiring to have the proposed well Drilled, shall give to all other Parties therein written 
notice of its election to proceed with the Drilling of said well. Failure to give such notice shall be deemed an election 
not to participate in Drilling the well. 

6. Effect of Election to Dril l . If one or more, but not all of the Parties, elect to proceed with the Drilling of the well, 
Unit Operator shall drill the well for the account of such Party or Parties on an Acreage Basis among themselves who 
shall constitute the Drilling Party. 

Any Party within the Drilling Block who has not previously elected to participate in the proposed well may do so 
by written notice given to all other Parties within the Drilling Block at any time before operations for the Drilling of the 
well are commenced, in which event such Party shall be included in the Drilling Party. However, such Party shall be 
bound by any and all Directions and Approvals theretofore given by the Drilling Party concerning the Drilling of the well. 

7. Rights and Obligations of Drilling Party and Non-Drilling Party. I f the well results in the establishment or enlarge­
ment of a participating area to include such well and if by reason thereof there is included in such participating area any 
land within the Drilling Block in which a Non-Drilling Party owns a Committed Working Interest, then such Non-Drill­
ing Party as of the effective date of such inclusion shall be deemed to have relinquished to the Drilling Party and the 
Drilling Party shall own all of the operating rights and working interests in such well, and the materials and equipment 
pertaining thereto, which such Non-Drilling Party would otherwise own, and that portion of production from such well 
which is allocated to all of the acreage of such Non-Drilling Party within such participating area until such time as the 
proceeds or market value of said portion of the production from such well (after deducting all Lease Burdens and all 
taxes upon or measured by production which are payable in respect of said portion up to such time) shall equal the sum 
of the following: 

A. One hundred per cent (100%) of that portion of the Costs incurred in operation of the well up to such time 
that would have been chargeable to Non-Drilling Party with respect to its Committed Working Interest in the 
participating area but for the relinquishment aforesaid, and, 

B .T.h.r..e.e....H.U.n.d.r.ecl per cent ( 3..Q.Q %) of that portion of the Costs incurred by 
Drilling Party in Drilling the well that would have been chargeable to such Non-Drilling Party had it initially par­
ticipated in the Drilling of such well on an Acreage Basis and had the Drilling Block included only such of the lands 
included in the Drilling Block as originally designated which are included within the participating area. At such time 
the interest relinquished bv Non-Drilling Party in such well shall revert to it. Except as above in this section provided 
the provisions of Article 12 dealing with Rights and Obligations of Drilling Party and Non-Drilling Party shall apply. 
8. Required Drilling. If an Exploratory Well is Drilled as a required well in accordance with Section 10.4 B, the Drill­

ing block for such well shall consist of ail forty acre subdivisions and lots of the Public Land Survey of which more 

than one-half of the surface area is within a distance of feet from the proposed bottom hole loca­
tion of such well, but excluding therefrom all lands within a participating area theretofore established for the pool or zone 
to which the well is to be Drilled. 

PART 2 
ATTEMPTED COMPLETION, DEEPENING, PLUGGING BACK AND ABANDONMENT 

1. Wells Not Completed as Producers. The attempted completion, Deepening or Plugging Back of wells not com­
pleted as producers at their projected depths, shall be governed by the following provisions, except that said provisions 
shall not apply to a particular well if every Party entitled to the notice provided for in Subdivision A hereof has con­
sented to abandonment and plugging of such well: 

A. Notice bv Unit Operator. Before abandoning a Development Well which has been Drilled to its projected depth 
but not completed as a producer, Unit Operator shall give notice thereof to each Party within the participating area 
involved. After a well other than a Development Well has reached its projected depth and been tested, but bciore pro­
duction pipe has beer, set therein. Unit Operator shall give notice thereof to each Parly who participated in Drill uu; 
the well, and to each additional Party, if any, who was entitled to participate therein, but elected not to do so. iCach 
notice provided for iu this section shall be given by telegraph or telephone. 



ROCKY MOUNTAIN UNIT OPERATING . EEMENT 
Form 2 (Divided Interest) January, 1955 
(Flexible Drilling Block) 

B. Right to Attempt Completion, Deepen or Plug Back. Each Party who participated in the Drilling of a well con­
cerning which notice is given in accordance with Subdivision A hereof, and any other Party owning a Committed Work­
ing Interest in the tract of land on which the well is located, may initiate a proposal to attempt the completion of, or 
to Deepen or Plug Back such well; provided, however, that if the well was Drilled as a Development Well, a proposal 
to Deepen or Plug Back the well may be initiated only by a Party owning a Committed Working Interest in the tract 
of land on which the well is located. In order lo be entitled to participate in a proposed operation, a Party must have 
the right to initiate the same or must own a Committed Working Interest in the Drilling block theretofore established 
for such well or, if no Drilling block has theretofore been established for such well, in the Drilling Block established 
for such Deepening or Plugging Back operation as provided in the following paragraph C. 

C. Time and Manner of Initiating Proposal. A period of twenty-four (24) hours (exclusive of Saturdays, Sun­
days and holidays) from and after receipt of the notice referred to in Subdivision A of this paragraph 1 shall be 
allowed within which a Party may initiate a proposal to complete, Deepen or Plug Back and, except in the case of a 
proposal to complete a well Drilled as a Development well, designate a Drilling Block for such proposed operation, 
if one has not previously been designated for such well. Any such proposal shall be initiated by giving notice thereof 
by telephone or telegraph to each Party entitled to participate in the proposed operation. I f no such proposal is 
initiated within the period allowed therefor, Unit Operator shall abandon and plug the well. 

D. Election. I I a proposal is initiated each Party entitled to participate in any completing, Deepening or Plug­
ging Back operation proposed in accordance with Subdivision C above shall have a period of twenty-four (24) hours 
(exclusive of Saturdays, Sundays and holidays) from and after receipt of notice of the initiation of any such opera­
tion within which (.either at a meeting or by telephone) to establish a Drilling Block if the establishment of a Drilling 
Block is necessary for the proposed operations (following the same procedures in establishing a Drilling Block as the 
procedures provided for in Part 1 of the Exhibit 4 for the establishment of a Drilling Block for an Exploratory 
Well) and to notify Unit Operator by telephone or telegraph whether or not it elects to participate in the proposed 
operation. The failure of a Party to signify its election within the time required shall be deemed to constitute an 
election not to participate in the proposed operation. 

E. Effect of Election. The Party or Parties electing to participate in an attempt to complete, or to Deepen or 
Plug Back, a well as above provided shall constitute the Drilling Party for such operation. Each Party who is en­
titled to make such election but fails to do so as above provided, shall be deemed to have elected not to participate in 
such operation, and shall be a Non-Drilling Party in respect of such operation. Such operation shall be conducted by 
Unit Operator for the account of the Party or Parties constituting the Drilling Party on an acreage basis among 
themselves, subject, however, to the provisions of paragraph 4 of Part 2 of this Exhibit 4, dealing with Conflicts, and 
paragraph 5 of Part 2 of this Exhibit 4 dealing with Deepening or Plugging Back to Participating Area. 

F. Stand-By Rig Time. Stand-by time paid for the rig on a well until expiration of the period of forty-eight (48) 
hours allowed for the initiation of and election to participate in an attempt to complete, or to Deepen or Plug Back, 
such well, shall be charged and borne as part of the Costs incurred in Drilling the well. Thereafter such stand-by 
time shall be charged to and borne by the Party or Parties who elect to participate in the attempt to complete, or to 
Deepen or Plug Back, the well, whether or not such Party or Parties shall proceed with such operation. However, 
if the Party or Parties making such election do not proceed with the operation, the Costs incurred in plugging the 
well shall be charged and borne as part of the Costs incurred in Drilling the well. 

2. Abandonment of Producing Wells. A well completed as a producer of Unitized Substances within a participating 
area shall be abandoned for plugging if and when abandonment thereof receives the Approval of the Parties within 
such participating area, subject, however, to the provisions of paragraph 3 hereof concerning Deepening, or Plugging 
Back Abandoned Producing Wells. The abandonment of a well completed as a producer but not included in a participat­
ing area shall be governed by the following provisions: 

A. Consent Required. Such a well shall not be abandoned for production from the pool or zone in which it is 
completed except with the consent of all Parties then owning the well. 

B. Abandonment Procedure. If the abandonment of such a well receives the Approval of the Parties who own 
the well, but is not consented to by all such Parties, Unit Operator shall give written notice thereof to each Party 
then having an interest in the well who did not join in such Approval. Any such non-joining Party who objects to 
abandonment of the well (herein called non-abandoning Party) may give written notice thereof to all other Parties 
(herein called abandoning Parties) then having interests in the weil, provided such notice is given within thirty (30) 
days after receipt of tiie notice given by Unit Operator. If such objection is so made, the non-abandoning Party or 
Parties shall forthwith pay to the abandoning Parties their respective shares of the Salvage Value of the well. Upon 
the making of such payment, the abandoning Parties shall be deemed to have relinquished unto the non-abandoning 
Party or Parties all their operating rights and working interest in the well, but only with respect to the pool or zone 
in which it is then completed, and all their interest in the materials and equipment in or pertaining to the well. If 
there is more than one non-abandoning Party, the interest so relinquished shall be owned by the non-abandoning 
Parties, each in the proportion that its interest in the well bears to the combined interest therein of all non-abandon­
ing Parties immediately prior to such relinquishment. 

C. Rights and Obligations of Non-Abandoning Party. After the relinquishment above provided for, such well 
shall be operated by Unit Operator for the account of the non-abandoning Party or Parties, who shall own all Pro­
duction therefrom and shall bear all Costs, Lease Burdens and other burdens thereafter incurred in operating the 
well and plugging it when abandoned (unless the well is taken over for Deepening or Plugging Back as hereinafter 
provided), and also the Costs of any additional tankage, flow lines or other facilities needed to measure separately 
the Unitized Substances produced from the well; said operating Costs shall include an overhead charge computed at 
the highest per well rate applicable to the operation of a single producing well in accordance with Exhibit 2, if such 
rate is provided. 

D. Option to Repurchase Materials. If a well taken over by the non-abandoning Party or Parties as above pro­
vided is abandoned for plugging within six (6) months after relinquishment by the abandoning Parties of their in­
terests therein, each abandoning Party shall have the right at its option to repurchase that portion of the materials 
and equipment salvaged from the well equal to the interest relinquished by it to the non-abandoning Party or Parties, 
at the value fixed therefor in accordance with Subdivision B of this section. Said option may be exercised only by 
written notice given to Unit Operator and the non-abandoning Party or Parties within fifteen (15) days after receipt 
of the notice given by Unit Operator pursuant to paragraph 3 hereof. 
3. Deepening or Plugging Back Abandoned Producing Wells. Before abandoning for plugging any well completed as 

a producer of Unitized Substances, Unit Operator shall, (A) if the well is within a Participating Area, give written notice 
thereof to the Party or Parties owning Committed Working Interests in the tract of land on which the well is located, 
or (B) if the well is not within a Participating Area, give written notice thereof to each Party then owning an interest 
in the well and to each additional Party, if any, owning Committed Working Interests in the tract of land upon which the 
well is located. If no Drilling Block has previously been established for such well and a Party receiving such notice de­
sires the Deepening or Plugging Back thereof, i t shall, within fifteen (15) days after receipt of such notice, proceed with 
the establishment of a Drilling "Block for such well as provided in paragraphs 1 and 3 of Part 1 of this Exhibit 4. Within 
ten (10) days after receipt of such notice, if a Drilling Block has previously been established for such well, or, if not 
previously established, within ten (10) days after a Drilling Block is established for such well, the Party desiring the 
Deepening or Plugging Back of such well shall give notice thereof in accordance with paragraph 4 of Part \ of this Ex­
hibit 4 and all of the provisions of paragraphs 4,̂ 5 and 6 of Part 1 of this Exhibit 4 shall apply in the same manner as if 
the proposed Deepening or Plugging Back were the Drilling of an Exploratory Well, subject, however, to the provi­
sions of paragraph 4 of Part 1 of this Exhibit 4, dealing with Conflicts," and paragraph 5 of Part 1 of this Exhibit 4. 
dealing with Deepening or Plugging Back to a Participating Area. If no Party gives notice of desire to Deepen or Plug 
Back such well within said period of ten (10) days, or if such notice is given but no Party elects lo proceed with the 
Deepening or Plugging Back of the well within the time limited therefor, Unit Operator shall abandon and plug the well 
for the account of the Party or Parties owning the well. 

4. Conflicts. If conflicting elections to attempt completion, Deepen, or Plug Back are made in accordance with the 
preceding provisions of Part 2" of this Exhibit 4, preference shall be given first to a completion attempt and then to Deep­
ening. However, if a completion attempt, a Deepening or Plugging Back does not result in completion of the we'll as_ a 
producer. Unit Operator shall again give notice in accordance with Subdivision A of paragraph 1 of Part 2 of this Ex­
hibit 4 before abandoning the well for plugging. 

5. Deepening cr Plugging Back to Participating Area. If a well within the surface boundaries of a participating 
area is to be Deepened or Flagged Back to a pool or zone for which such participating area has been established, such cp 
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oration may be conducted only if it receives the Approval of the Parties within such participating area, and upon such 
terms and conditions as may be specified in such Approval. 

6. Rights and Obligations of Drilling Party and Non-Drilling Parties. Whenever an attempt to complete a well 
Drilled as a Development Well is made otherwise than for the account of all Parties entitled to participate therein, the 
provisions of Article 12 dealing with Rights and Obligations of Drilling Party and Non-Drilling Parties shall apply. 

Whenever either (1) an attempted completion of a well which was not Drilled as a Development well is made or (2) 
a well is Deepened or Plugged Back, otherwise than for the account of all Parties entitled to participate therein, the pro­
visions of paragraph 7 of Part 1 of this Exhibit 4 dealing with Rights and Obligations of Drilling Party and Non-Drill­
ing Parties shall apply to the operations conducted the same as if such operations comprised Drilling operations. 



EXHIBIT "5" 

INSURANCE 

Operator w i l l carry, or cause to be carried, at the j o i n t expense, the following 
insurance covering a l l operations within the Unit Area. 

(a) Workmen's Compensation Insurance, including Employer's L i a b i l i t y , in 
accordance with the laws of the State of New Mexico. 

(b) Comprehensive General Public L i a b i l i t y with bodily injury l i m i t s of not 
less than $100,000.00 for any one person and $300,000.00 for any one 
accident; and property damage l i m i t s of not less than $100,000.00 for 
any one accident and $100,000.00 aggregate; 

(c) Automobile Public L i a b i l i t y with bodily injury l i m i t s of not less than 
$100,000.00 fer any one person and $300,000.00 for any one accident; 
and property damage l i m i t s of not less than $25,000.00 for each 
accident; said insurance to cover "owned", "not owned", and "hired" 
automobiles. 

In connection with which i t is understood that Operator shall have no obligation 
to carry any insurance, other than that afore-recited, on operations in the 
prospects unless requested in writing to do so by a l l of the parties in interest 
in the leases covering such area. I t is further understood that in the event 
Operator cannot for any reason procure the afore-recited insurance covering 
operations in the prospects, then i t w i l l have no l i a b i l i t y and/or responsibility 
for failure to carry such insurance provided i t promptly notifies the parties in 
interest i n such area of i t s i n a b i l i t y to so procure such insurance coverage. 


