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UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION

OF THE
McGRUDER HILL UNIT AREA

COUNTY OF EDDY

STATE OF NEW MEXICO

NO.

THIS AGREEMENT entered into as of the 5th day of January.v R

1976, by and between the parties subscribing, ratifying or consenting hereto,
and herein referred to as the '"parties hereto'. |
WITNESSETH:

WHEREAS, the parties hereto are the owners of working, royalty, or
other o0il and gas interests in the umit area subject.to this agreement; and

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

WHEREAS, the Commissioner of PUblié Lands of the State of New Mexico
is authorized by an Act of the Legislature (Sec. 7-11-39 N.M.'Statutes 1953
Annotated) to consent to or approve this agreement on behalf of the State
of New Mexico, insofar as it covers and includes lands and mineral interests
of the State of New Mexico; and

WHEREAS, the 0il Conservation Commission of the State of New Mexico.is

authorized by an Act of the Legislature (Article 3, Chapter 65, Vol. 9,

Part 2, 1953 Statutes) to approve-this agreement and the conservation provisions

hereof; and

WHEREAS, the parties hereto hold sufficient interests in the McGruder
Hill Unit Area covering the land hereinafter described to give reasonably

effective control of operations therein; and
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.WHEREASL it Is the purpose of the parties herefo.fo conserve natural
resources, prévenj waste, and secure other Eenefifs opfalnable fhrgﬁgh
development and operation of the area subjeéf to this agreement under the
terms, conditions and limiféfions herein set forth; |

NOW, THEREFORE, in consideration of +He premises and the p}omiées herein

confained, the parties hereto commit to this agreement their respective

‘interests in the below-defined unit area, and agree severally among them-

"selves as .follows:

I. ENABLING ACT AND REGULATIONS. TheAMineral-Leasing Act of February
25, 1920, as amended, supra, and all valid pertinent regUIafions, including
operafing and unit plan regufafions, heretofore issued Therepnder or valid,
pertinent and reasonable regulations hereafter issued thereunder are accepted
and made a part of this agreement as to Federa( lands, provided such regula-

tions are not inconsistent with the terms of this agreement; and as to non-

Federal lands, the oil and gas operating regulations in effect as of the

effective date hereof governing drilling and producing operations, not in-
consistent with the terms hereof or the laws of the State of which the non-
Federal land is located, are hereby accepted and made a part of this agreement.

2. UNIT AREA. The area specified on the map attached hereto marked
Exhibit "A" is hereby designated and recognized as constituting the unit area,
containing 2,257.94 acres, more or less.

Exhibit "A" shows, in addition to the boundary of the unff area, the
boundaries and identity of tracts and leases in said area to the extent known
to the Unit Operator. Exhibit "B" attached hereto is a schedule showing to
the extent known to the Unit Operator the acreage, percentage, and kind of
ownership of oil and gas interests in.all land in the unit area. However,
nothing herein or in said schedule or map shall be consfrued as a representa-
Tion by any party hereto as to the ownership of any interest other than such
interest or interests as are shown in said map or schedule as owned by such
party. Exhibits "A"™ and "B" shall be revised by the Unit Operator whenever
changes in the unit area render such revision necessary, or when requested

by the 0il and Gas Supervisor, hereinafter referred to as "Supervisor", or

~when requesfed by the Commissioner of Public Lands of the State of New Mexico,
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hereinafter referred to as "Commissioner", and not less than five coples

of the revised éxhibifs shall be filed with the Supervisor, and Two:copies
thereof shall be filed with the Commissioner, énd one copy with the New
Mexicé Oil Conservafjoh Commission, hereinafter referred to as "Commission".

The above-described unit area shall when practicable be expanded to
include therein any additional lands or shall be contracted to exclude lands
whegéVe} such e£pansion or contraction is deemed to be necessary or advis-
able to cénform wiTH the purposes of this agreement. Such expansion or
contraction shall be effected in the following manner:

(a) Unit Operator, on its own moffon or on demand of the Director
of the Geological Survey, hereinafter referred to as "Director", or én de-~
mand Qf the Commissioner, after preliminary concurrence by %he Director
and the Commissioner, shall prepare a notfice of proposed expansion or con-
traction describing the contemplated changes in the boundaries of the unit
area, the reasons therefor, and the proposed effective date thereof, pre-
ferably the first day of a month subséquenf to the date of notice.

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

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

(d) Aftfer dﬁe consideration of all pertinent information, the expansion
or contraction shall, upon approval by the Supervisor, the Commissioner and
the Commissfon, become éffecfive as of the dafe prescribed innfhe notice
thereof.

(e) Ail legal subdivisions of lands (i.e., 40 acres by Government

survey or its nearest lot or tract equivalent; in instances of irregular
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surveys unusually large lots or tracts shall be considered In multiples

of 40 acres or the nearest aliquot equivalent thereof), no parts of thch

“are entitled to be in a participating area on or before the fifth anniver-

sary of the effective dafe of. the first initial participating area estab-
}ished under this unit égreemenf, shall be eliminated automatically from
this agreement, effective as of said fifth anniversary, and such lands shall
no IoAger be a part of the unit area and shall no anger be subject to this
agreement, unless diligent drilling operations are in progress on unitized
lands not_entitled to pérficipafion on said fiffh'anniversary, in which event
ajl such lands shall remain subject hereto so long as such drilling opera-
tions are continued diligently with not more Th;n 90 days' time elapsing
befween'fhe completion of one well and the commencment of the next well.

All legal subdivisions of lands not entitled to be in a participating area
within 10 years after the effective date of the first initial participating
area approved under this agreement shall be aQTomafically eliminated from
this agreement as of said tenth anniversary. All lands proved productive
by dil}genf drilling operations affef the aforesaid 5-year period shall
become participating in the same manner as during said 5-year period. How-
ever, when such diligent drilling operations cease, all nonparticipating
lands shall be automatically eliminated effective as of the 9lst day there-
after. The Unit Operator shall, wifﬁ{n 90 days after the effective date of
any elimination hereunder, describe the area so eliminated to the safiéfac-
tion of the Supervisor and the Commissioner, and promptly notify all parties
in interest.

| If conditions warrant extension of the |0-year period specified in

This subsection 2(e), a single extension of not to exceed 2 years may be
accomplished by consent of the owners of 90% of the working interests in the
current nonparticipating unitized lands and the owners of 60% of the basic
royalty inferests (exclusive of the basic royalty interests of the United
States) in nonparticipating unitized lands with approval of the Director and
Commissioner, provided such extension application is submitted to the Direcior

and Commissioner not later than 60 days prior to the expiration of said ten-year

period.
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Any expansion of the unit area pursuant to this $écfion which embraces
lands theretofore eliminated pursuant to This subsection 2(e) shalIAnof be
considered automatic commitment or recommitment of ‘such laéds.

3. UNITIZED LAND AND UNITIZED SUBSTANCES. All land committed to this

agreement shall constitute land referred to hercin as "unitized land" or

"land.subjecf.TO this agreciment". All oll and gas in any and all formations

of the unitized land are unitized under the terms of- this agreement and hereln

are called "unitized substances".

~ 4. UNIT OPERATOR. NORTHERN NATURAL GAS COMPANY is hereby designated as_Unit”

Oberafor and by signature hereto as Unit Operator agrees and consents to
accept the duties and obligations of Unit Opera?of for the discovery,
development and production of unitized substances as herein providéd; When-
ever reference is made herein to The~UniT Operator, such reference means
the Unit Operator acting in that capacity and not as'an owner of interest
in unitized substances, and the term "working interest owner" when used
he}ein shall include or refer to Unit Operator as the owner of a working
interest when such an inferest is owned by it. .

5. RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit Operator shall
have the right to resign at any time prior to the establishment of a
participating area or areas hereunder: but such resignation shall not
become effective so as to release Un}f Operator from the duties and obliga-
tions of Unit Operator and terminate Unit Operator's rights as such for a
pefiod of 6 months after notice of intention to resign has been served by
Unit Operator on all working interest owners and the Supervisor, the
Commissioner and the Commission, and until all wells then drilled here-
under afe placed in a satisfactory condition for suspension or abandonment
whichever is required by the Supervisor as to Federal lands and by the Com-
missioner as to State and privéfely owned lands, unless a new Unéf Operator
shall have been selected and approved and shall have taken over and assumed
the duties and obligations of Unit Operator prior to the expiration of said
period.

Unit Operator shall have the right to resign in like manner and subject

to like limitations as above provided at any time a participating area

-5 =
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established herecunder is In exisfénce, but, tn all Inéfances of resignation
or removal, until a successor Unit Operafo} is selected and approvéd as
hereinafter provided, the working Interest owners Shall be jointly respons|-
ble for performance of ‘the duties of Unit Operator, and shall, not later
than 30 days before such reéignafion or removal becoées effective, appoint

a common‘agenf to represent them in any action to be quén hereunder.

:The resignation of Unit Operator shal] not release‘UniT Ope}afor from
any liability for any default by.if hereunder occurring prior to the effec~
tive date of its resignation, ' .

The Unit Operafor.may, upon default or failure in the performan;e of
its duties or obligations hereunder, be subject to removal by the. same
percentage vote of the owhers of working interests as herein provided for
the selection of a new Unit Operator. Sucﬁ removal shall be effective
upon notice thereof to the Supervisor and the Commissioner,

The resignaffon or removal of Unit Operator uﬁder Thfs_agreemenf shall
not terminate ifs right, title or interest as the owner of a working inter-

est or other interest in unitized substances, but upon the resignation or

. removal of Unit Operator becoming effective, such Unit Operator shall

deliver possession of all wells, equipmenf; materials and appurtenances used
in conducting the unit operations 1o the new duly qualified successor Unit
Operator or to the common agent, If‘;o such new Unit Operator is elected,

to be used for the purpose of cénducfing unit operations hereunder. Nothing
herein shall be construed as authorizing removal of any material, equipment
and appurtenances needed for the preservation of any wells.

6. SUCCESSOR UNIT OPERATOR. Whenever the Unit Operator shall tender
his or ifs resignation as Unit Operator or shall be removed as hereinabove
provided, or a change of Unit Operator is negotiated by wdrking interest
owners, the owners of the working interests in the participating area or
areas according to their respective acreage interests in such participating
area or areas, or, until a participating area shall have been established,
the owners of the working interests according to their respective acreage

intferests in all unitized land, shall by majority vote select a successor -

Unit Operator: Provided, That, if a majority but less than 75 per cent of
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the working interests qualified to vote are owned by one party to this
agreement, a concurring vote of one or more additional working Interest
owners shall be required to select a new operator. Such selection shall

not become effective until

(a) a Unit Operator so selected shall accept in writing the duties

and responsibilities of Unit Operator, and

(b) the selection shall have been approved by the Supervisor and

the Commissioner,

If no successor Unit Operator is selected and quaiified as herein
provided, the Director and Commissioner at Their\elecffon may declare
this unit agreement terminated.

7. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT. If the
Unit Operator is not the sole owner of working interest, costs and expenses
incurred by Unit Operator in conducting unit operations hereunder shall be

paid and apportioned among and borne by the owners of working interests,

all in accordance with the agreement or agreements entered into by and

“between the Unit Operafor and the owners of working interests, whether one

or more, separafely or collectively. Any agreement or agreements entered
into between the working interest owners and the Unit Operator as provided
in this section, whether one or more, are herein referred fo as the "unit
operating agreement™. Such unif operating agreement shall also p(ovide

the manner in which the working interest owners shall be entitled to receive
their respective proportionate and allocated share of the benefits accruing
hereto in conformity with their underlying operating agreements, leases or
other independent contracts, and such other rights and obligations as be-
tween Unit Operator and the working interest owners as may be agreed upon

by Unit Operator and the yorking interest owners; however, no such unif‘
operating agreement shall be deemed either to modify any of the ferms and
conditions of this unit agreement or fo relieve the Unit Operator of any
right or obligation established under this unit agreement, and in case of any
inconsisfency or conflict between this unit agreement and the unit operating
agreement, .this unit agreement shall govern. - Three true copies of any unit

operating agreement executed pursuant to this section should be filed with
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the Supervisor and two truecoples with the Commissioner and ona frue copy

with the Commission, prior to approval of this unit agreement.

8. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Except as otherwise
specifically provided hereié; the exclusive right, priQilege, and duty of
exercising any and all rights of the parties hereto which are necessary
;r convenlent for prospecting for, producing,'sforing, allocating, and
disf}ibufing the unitized substances are hereby delegéfed to and shall be
exercised Sy the Unit Operator as herein provided. Acceptable evidence of
title to said rights shall be deposited with said Unit Operator and, together
with this agreemenf,-éhall constitute and define the righfs,lprivileges, and
obligafiéns of Unit Operator. Nothing herein, however, shall be construed
to transfer title to any land or to any lease or operating agreement, it
being understood that under this agreement Thé Unit Operator, in its capacity
as Unit Operafor, shall exercise the righfsAQf possession and use vested in
the parties hereto only for the purposes herein specified.

9. DRILLING TO DISCOVERY. Within 6 months after the effective date
hereof, the Unit Operator shall begin to drill an adequate test well at a
location approved by the Supervisor, if on Federal land, or by the Commissioner
if on State land, or by the Commission if on fee land, unless on such effective
date a well is being drilled conformab]y.WiTh the terms hereof,-and thereafter
continue such drilling diligently uﬁ;il the Morrow formation has been tested
or until at a lesser depth unitized substances ‘shall be discovered which can
be produced in paying quantities (to-wit: qu§nTifie§ sufficient to repay the
costs of drilling, completing, and producing operations, with a reasonable
profit) or the Unit Operator shall at any time establish to fhe satisfaction
of the Supérvisor if located on Federal lands, or the Commissioner if located
on State lands, or the Commission if located on fee lands, that further drill-
ing of said well would be unwarranted or impracticable, provided, however,
that Unit Operator shall not in any event be required to drill said well to
a depth in excess of 11,400 feet. Until the discovery of a deposit of unitized
subsfaﬁces capable of being producéd In paying quantities, the Unit Operator
shall continue drilling one well at a time, allowing not more than 6 months

between the completion of one well and the beginning of the next well, until
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a well capable of producing unitized substances in paYIng quantities

is completed to the satisfaction of sald Supervisor if on Federal laﬁd,

or the Commissioner if on State land, or the Commlission if on fee land,

or until it is reasonable proved that the unitized land is Iﬁcapable of
producing unitized substances in paying quantities in the formations drilled
hereunder. Nothing in This'secfion shall be deecmed to limit the right of

the Unit Operator to resign as provided in Section 5 hereof, or as requir-

ing Unit Operator to commence or continue any drilling during the period

pending such resignation becoming effective in order to comply with the

requirements of this section. The Supervisor and Commissioner may modify

the drilling requirements of this section by granting reasonable extensions

of time when, in their opinion, such action is warranted. Upon failure
to commence any well provided for in this secffon within the time allowed,
including any exTension_of time granted by the Supefvisor and Thg Com-
missioner, this agreement will automatically terminate; upon failure to
continue drilling diligently any well commenced hereunder, the Supervisor
and Commissioner may, after 15.days notice to the Unit Operator, declare
this unit agreement terminated.

10. PLAN OF FURTHER DEVELOPMENT AND OPERATION. Within 6 months after
completion of a well capable of producing uni+ized substances in paying
quantities, the Unit Operator shall é;bmif for the approval of the Supervisor
and the Commissioner an acceptable plan of developmenf-and operation for the
unitized land which; when approved by the Supervisor and the Commissioner,
shall constitute the further drilling and operating obligations of the Unit
Operator under‘fhis agreement for the period specified therein. Thereafter,
from time to Time before the expiration of any existing plan, the Unit Operaior
shall submif forlfhe approval of the Supervisor and the Commissioner a pian
for an additional specified period for the development and operation of the
unitized land.

Any plan submitted pursuant to this section shall provide for the
exploration of the unitized area and for the diligent drilling necessary
for determination of the area or areas thereof capable of producing unitized

substances in paying quantities in each and every productive formation and
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shall be as complete and adequate as the Suparvisor, the Conmissioner -

and Commission may determine to be necessafy for timely development and

.proper conservation of the oil and gas resources of the unitized area'

" and éhall:

(@) specify the number and locafioné of any wells to be drilled and
the proposed oraer and time for such drilliﬁg; and
(b) to the extent practicable, specify the opérafing pfacfices regarded
as necessary and advisable for proper congervafion of natural
resources. |
Separate plans may be submitted for separate productive zones, subject fo
the approval of the Supervisor, the bommissioner and the Commjssion;
Plans shall be modified or supplemented when necessary to meet changed

conditions or to protect the interests of all parties to this agreement.

" Reasonable diligence shall be exercised in complying with the obligations

of the approved plan of development. The Supervisor and Commissioner are
authorized to grant a reasonable extension of the 6-month period herein
prescribed for submission of an initial plan of development where such
action is justified because of unusual conditions or circumstances. After
completion hereunder of a well capable of producing any unitized substances
in paying quénfifies, no further wells, except such as may be necessary to
afford protection against operafiéns nofvﬁnder this agreement énd such as may
be specifically approved by.fhe Supervisor and the Cémmissioner, shall be
drilled except in accordance with a plan of development approved as herein
provided. |

Il. PARTICIPATION AFTER DISCOVERY. Upon completion of a well capable
of producing unitized substances in paying quantities or as soon thereafter
as required by the Supervisor and Commissioner, the Unit Operator shall sub-
mit for approval by the Supervisor and Commissioner a schedule, based on
subdivisions of the public land survey or aliquot parts thereof, of all land
then regarded as reasonably proved to be productive in paying quantities;
all lands in said schedule on approval of the Supervisor and Commissioner to
constitute a participating area, effective as of the date of compietion of

such well or the effective date of this unit agreement, whichever is later.

- 10 -
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The acreages of both Federal and non-Federal lands sﬁall be based upon
appropriate compufafioﬁs from the courses.and distances shown on Tﬁe

last épproVed public land survey as of the effective date of each injfial
participating area. Said schedule shall also set forth The-pefcenfage of
unitized subéfances to be allocated as herein provided to each tract in

the parficipafingiarea so established, and shall govern the allocation

"of production commencing with theeffective date of the participating area.

A separate participating area shall be established for each separate pool
or deposit of unitized substances or for any group thereof which is pro-
duced as a single pool or zone, and any two or more participating areas .
so established may be co@bined intfo one, on approval of +ge Supervisbr
and Commissionér. When'producfidn from two or more participating areas,
so established, is subséquenfly found to be from a common pool or‘deposif
said participating areas shall be combined into one effective as of such
appropriate date as may be approved or prescribed by the Super&isor and
Commissioner. The participating area or areas so established shall be revised
from time to Tihe, subject to like approval, to include additional land then
regarded as reasonably proved to be productive in paying quantities or neces-
sary for unit operations, or Terxclude land then regarded as reasonably
proved not to be producTiVe in payipg quantities and the schedule of allo-
cation percentages shall be reviseb accordingly. The effective data of any
revision shall be the first day of the month in which is obtained the know-
ledge or iqformafion on which such revision is predicated, provided, however,
that a more appropriate effective date may be used if justified by the Unit
Operator and approved by the Supervisor and Commissioner. No land shall be
excluded from a parT?ciéaTing area on account of deplefion of the unifi;ed
subsiances, except that any participating area established under the provisions
of this unit agreement shall terminate automatically whenever all comblefions
in the formation on which the participating area is based are abandoned.

It Is the intent of this section that a participating area shall repre-
sent the area known or reasonably estimated to be'productive in paying quanti-
tles, but, regardless of any revision of the participating area, nothing herein

contained shall be construed as requiring any retroactive adjustment for
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production obtained prior fo the effective date of the revision of the
participating area. | .

In the absence ofiagreemenf at any time between the Unit Operator
and the Siupervisor and Commlssioner as fo the proper definition or rede-
finition of a parficipéfing area, orrunfil a parficfpafing area has, or
areas have, bcon established as provided herein, the porfion of all péy-
men%s affected thereby shall bé impounded in a manner @ufually éccepfable
to the owners of working interests and the Supervisor and Commissioner.
Royalties due the United States and the State of New Mexico, whi;h shall
be determined by the Supervisor for Federal fand a;d the Commissioner for
State land and the amount thereof shall be deposited, as directed by the
Supervisor and Commissioner respectively, to be held as unearned money
until a participating area is finally approved and fhen applied as earned
or returned in accordance with a determination of the sum due as Federal
and State royalty on the basfs of such approved participating area.

Whenever it is determined, subject to the approval of The Supervisor
as to wells drilled on Federal land and of the Commissioner as fo wells
drilled on State land, that a well drilled under this agreement is not
capable of production in paying quantities and inclusion of the land on
which ff is situated in a participating area is unwarranted, production
from such well\shall, for the purﬁéses of settlement among all parties
other than working interest owhers, be allocated to the land on which the
well is located unless such land is already within the participating area
established for the pool or deposit from which such production is obtained.
Settlement for working interest benefits froﬁ such a well shall be made as
provided in the unit operating agreement.

12.  ALLOCATION OF PRODUCTION. All unitized substances produced from
each participating area established under this agreement, except any par*
thereof used in conformity with good operating practices wifhjn the unitized
area for drilling, operating, camp and other production or development pur-
poses, for repressuring or recycling in accordance with a plan of development
approved by the Supervisor and Commissioner, ‘or unavoidably lost, shall be

deemed 1o be produced equally on an acreage basis from the several tracts

-12 -
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of unileed.land of the participating area ostablished for sﬁch production
and, for the purpose of determining any Benefifs accru{hg under Tﬁis_agree~
ment, each such tract of unitized land shall have allocated to it such per-
centage of said production as the number of acres of such tract included

in said parf?cfpafing area bears to the total acres éf unitized land in

said participating area, except that allocation of produéfion hereunder for

'pﬁrposes other than for settlement of the royalty, overriding royalty, or

payment out of production obligations of the respective working interest
owners, shall be on the basis prescribed in the unit operating agreement -
whether in conformity with the basis of allocation herein set forth or other-

wise. |t Is hereby agreed that production of unitizied substances froma

.participating area shall be allocated as provided herein regardless of

whether any wells are drilled on any particular part or tract of said part-
iéipafing area. |f any gas produced from one participating area is used for
repressuring or recycling purposes in another participating area, the first
gas'wifhdrawn frbm such last mentioned Parficipafing area for sale during
the life of this agreement shall be considered to be the gas so transferred
until an amount equal to that transferred shall be so produced for sale and
such gas sHaIl be allocated to the participating area from which initially
produced as such area was last defined at the time of such final production.
I3. DEVELOPMENT OR OPERATION bF NON-PARTICIPATING LAND OR FORMATIONS.
Any party hereto owning or controlling the working interest in any unitized
land having thereon a regular well Jocation may with the approval of the
Supervisor as to Federal land, the Commissioner as to State land and the
Commission as to privately owned land, at such party's sole risk, cost and
expense, drill a well to Tesf any formation for which a participating area
has not been established or to test any formation for which a participating
area has been established if such location is not within said participating
area, unless within 90 days of receipt of notice from said party of his in-
tention to dril) the well the Unif Operator elects and commences to drill such
a well in like manner as other wells are drilled by the Unit Operator under

this agreement.

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

- 13 -



10

19
20
21
22
25
24
25
26
27
28
29
30
31
32

33

in production such that the land upon which it is situated may: properly be
included 1n a participating area, such par+icipafing area shall be established
or enlarged as proviaed in this égreemenf and the well shal | Theréaffer be
operated by-fhe Unit Operator In accordance wi%h the Tegm; of thls agreement
and the unit operating agreement.. |
If any well drilled as aforésaid Sy a working inferegf owner obtains
proncTion in quantities insufficient To'jusfify the inclusion of the land
upon which such well is situated in a participating area, such well may be
perated and produced by the party drilling the same subject fo the conserva-
tion requiremenfé of this agreement. The royalties in amount or value of
production from any such well shall be paid as specified in the underlying
lecase and agreeménfs affected.
14. ROYALTY SETTLEMENT. The United States and any State and any

royalty owner who is entitled to take in kind a share of the substances -
now unitized hereunder shall hereafter be entitled to the right to ‘take in
kind its share of the unitized substances, and the Unit Operator, or the
working interest ow&ér in case of the operation of a well by a working inter-
esf‘owner as herein provided for in special cases, shall make deliveries of
such royalty share taken in Kind in conformity with the applicable contracts,
laws and regulations. Settlement for royalty interest not taken in kind shall
be made by working interest owners Fésponsible therefor under existing con-
tracts, laws and regulations, or by the Unit Operator, on or before the last
day of each mon}h for unitized substances produced during the preceding cal-
endar month; provided, however, that nothing herein contained sﬁall operate
o relieve the lessees of any land from their respective lease obligations
for the payment of any royalties due under their leases.

1f gas obtained from lands not subject to fhis agreement is.introduced
into any participating area hereunder, for use in repressuring, stimulafion
of production, or increasing ultimate recovery, in conformity with a plan of
operations approved by the Supervisor, the Commissioner, and Commission, a
like amount of gas, after settlement as herein provided for any gas transferred
from any other participating area andAQiTh appropriate deduction for loss from

any cause, may be withdrawn from the formation in which the gas is introduced,
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royalty free ag to dry gas, but not as to any producfs which may bg extracted
therefrom; provided that such wifhdréwal shall be at such time as ﬁay be
provided In the approved plan of.operafions or as may otherwise be consented
to by the Supervisor, the Commissioner aBd Commission as.conformlng to good
petroleum engiééering practice; and provided further, that such right of
withdrawal shall termlnate on the termination of this unit agreement.

Royalty due the Unlted States shall be computed as pr'ovided‘ in the
operating reéulafions aﬁd paid in value or delivered in kind as to all unifized
substances on the basis of the amoLn+§ thereof allocated 1o unitized Federal
land as provided herein at the rate specified in the respecfi&e Federal leases,
or at such lower rate or rates as may be authorized by law or regulation;
provided, that for leases on which the royalty rate depends on the daily aver-
age production per well, said average production shall be defermined in accor-
dance with the operating regulations as though each parficipé*lng area were a
single consolidated léaée. ’

Royalty due on account of State lands shall be computed and paid on the
basis of all unitized substances allocated to such lands.

15. RENTAL SETTLEMENT. Rental or minimum royalties due on leases com-
mitted herefo shall be paid by working interest owners responsible therefor
under existing contracts, laws and regulations, provided that nothing herein
contained shall operate to relieve'%he lessees of any land from their respec-
tive lease obligations for the paymenfhof any fenfal or minimum royalty due
under their leases. Rental or minimum royalty for lands of the United States
subject to this égreemenf shall be paid at the rate specified in the respeciive
leases from the United States unless such rental or minimum réyalfy is waived,
suspended or reduced by law or by approval of the Secretary or his duly auth-
orized representative.

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

With respect to aﬁy lease on non-Federal Iand.confaining provisions which
would terminate such |ease unle;s drilling operations are commenced upon the
land covered thereby within the time therein specified or rentals are paid for

the privilege of deferring such drilling operations, the rentals required
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thereby shafll, noTwiThsTandiﬁg any other provisions of this agreement, be
deemed to accrue and become payable dur(né the Ter& thereof as exfénded by
this agreemenf and until the reéuired drilling operafioﬁs aré commenced

upon the land covered thereby or unfil some portion of such land is Included
within a participating area. _ .

I6. CONSERVATION. Operations hercunder and production of unitized
sybsfances-shéll be.conducfed to provide for the most economical and effi-
cient recoverf of said subsfances'wifhouf waste, as defined by or pursuant
to State or Federal laws or regula%ions; o

I7. DRAINAGE. The Unit Operator shall take such measuées as the
Supervisor and Commissioner deem appropriate and adequate to prevent drain-
age of unitized substances from unitized land by wells on land not subject
to this agreement.

I18. LEASES AND CONTRACTS CONFORMED AND EXTENDED. The terms, conditions
and provisions of all leases, subleases and other contracts re!aT{ng o ex-
ploration, drilling, development or operations for oil or gas on lands com-
mitted to this agreement are hereby expressly modified and amended to the
extent necessary fto make the same conform fo the provisions hereof, but
otherwise to remain in full force and effect; and the parties hereto hereby
consent that the Secretary as to Federal leases and the Commissioner as to
State leases shall and each by his';pproval hereof, or by the approval hereof
by their duly authorized representatives, do hereby establish, alter, change
or revoke the drilling, producing, rental, minimum royalty and royalty re-
quirements of Federal and State leases committed hereto and the regulations
in respect thereto to conform said requirements to the provisions of this
agreement, and, without [imiting the generality of the foregoing, all leases,
subleases, and contracts are particularly modified {n accordance with the
following:

(a) The development and operation of lands subject to this agreement

under the terms hereof shall be deemed full performance of all obligations

for development and operation with respect to each and every separately
owned tract-subject to this agreement, regardless of whether there is

any development of any particular fract of the unit area.
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(b) Drilling and producing operations performéd hereunder upon any
fract of unitized fand will be acceéfed and deemed to be performed

upon and for the benefit of each and every tract of'unifized land, and
no lease shall be deemed to expire by reason of failufe to drill or
produce wolls situated on the land theroin embraced.

(c) Suspension of dril}ing or producing 6perafions on all unitized
lands pursuant to direction or consent of the Secretary and Commissioner

or their duly authorized representatives shall be deemed to constitute

such suspension pursuant to such direction or consent as to each and every

tract of unitized land. A suspension of drilling or produciﬁg operations
limited to specified lands shall be appiicable only to such lands.

(d) Each lease, sublease or contract relating to The‘explorafion, drill-
ing, development or operafion'for oil or gas of lands other than those

of the United States or State of New Mexico committed to fhig agreement,

’

~which, by its terms might expire prior to the termination of this agree-

ment, is hereby extended beyond any such term so provided therein so
that it shall be continued in full force and effect for and during

the term of this agreemenf.

(e) Any Federal lease for a fixed term of twenty (20) years or any
renewal thereof or any part of such lease which is made subject to
This.agreemenf shall conTinué in force beyond the term provided therein
until the termination hereof. Any other Federal lease committed hereto
shall continue in force beyond the term so provided therein or by law
as to the land commifted so long as such lease reméins subject hereto,
provided that production is had in paying quantities under this unit
agreement prior fo the expiration date of the term of such lease, or in
the event actual drilling operations are commenced on unitized lands,
in accordance with the provisions of this agreement, prior fo the end
of the primary term of such lease and are being diligently prosecuted
at that time, such lease shall be exftended for two years and so long
thereafter as oil or gas is produced in paying quantities in accordance
with the provisions of the Minera! Leasing Act Revision of 1960.

(f) Each sublease or contract relating to the operation and development
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of unitlzed substances from lands of the Unlfed States committed

to this agreement, which by its Term; would expire prior to fhe

time at which® the underlqug leése, as extended by the immediately
preceding paragraph, will expire, ié hereby extended beyond any such
term so provided therein sé that it shall be continued in full force
and effect for and during'fhe Teronf the underlying lease as such
term is herein exfended.. |

(g) Any lease émbracing lands of the State of New Mexico which is
made subject to this agreeménf, shall confinue»in force beyond the
term proQided therein as to the lands committed hereto until the

termination hereof, subject to the provisions of subsection (e) of

Section 2 and subsection (i) of this Section 18.

(h) The segregation of any Federal lease committed to this agree-~

ment is governed by the following provisions in the fourth paragraph
of Sec. 17(j) of the Mineral Leasing Act, as amended by the Act of
September 2, 1960 (74 Stat. 781-784): "Any (Federal) lease heretofore
or hereafter commitfed fo any such (unit) plan embracing lands that

are in part within and in part oufside of the area covered by any such

plan shall be segregated into separate leases as to the lands committed

and the lands not committed as of the eifective date of unitization:
Provided, however, That any such lease as fo the nonunitized portion
shall continue in force and effect for the term thereof but for not

less than two years from the date of such segregation and so long
thereafter as oil or'gas is produced in paying quantities."

(i) Any lease embracing‘lands of the State of New Megico having only

a portion of its lands committed hereto, shall be segregated as to the
portion committed and the portion not committed, and the provisions of
such lease shall apply separately to such segregafe& portions commencing
as of the effective date hereof; provided, however, notwithstanding any
of the provisions of this agréemenf to the contrary any lease embracing
lands of the State of New Mexico having only 2 portion of its lands
committed hereto shall continue in full force and effect beyond the term

provided therein as to all lands embraced in such lease, if oll or gas
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is discovered and is capable of being produced In paylng quantitles.
from some part of the Iands embraced In such lease at the explraflon
of the secondary term of such lease; or if, at the expiration of the
secondary.term, the leSSee or Unit Operator is then engaged in bona fide
drilling or reworking operations on some part of the lands embraced in
such lease, the same, as 1o all lands embracéd therein, shall remain In
}full force and effect so long as 5uch operations are being diligently
prosecufed, and if they result in the producflon of oil or gas, said
lease shall continue In full force.and effect as to all of the lands
embraced therein, so long +hereaffer as éil or gas in paylng quantities
is being produced from any portion bf said lands.
(j) Any lecase, other than a Federal lease, having only a portion of its
lands commiited hereto shall be segregated as to the portion committed
and the portion not committed, and the provisions of such lease shall
apply separately to such segregated portions commencing as of the effec-
tive date hereof. In the event any such lease provideé for a lump sum
rental payment, such payment sﬂall be prorafed between the portions so
segregated in proportion to the acreage of the respecffve tracts.

19. COVENANTS RUN WITH LAND. The covenants hereiﬁ shall be construed

to be covenants running with the land with respect to the interest of the

parties hereto and their successors in interest until this agreement terminates,

and any grant, transfer, or conveyance of interest in land or leases subject

hereto shall be and hereby is conditioned upon the assumption of all privileges

and obligations hereunder by the grantee, transferee or other successor in
interest. No assignment or Transfér of any working interest, royalty, or
other interest subject herefo shall be binding upon Unit Operator until the
first day of the calendar month after Unit Operator is furnished with the
original, phofogfafic, or certified copy of the instrument of transfer.

20. EFFECTIVE DATE AND TERM. This agreement shall become effective
upon approval by the Secretary and Commissioner, or their duly authorized
representatives and shall terminate five (5) years from said effective date

unless:

(a) such date of expiration is extended by the Director and Commissioner, or
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(bs it is rcasonably determined prior io the expiration of the fixed
term or any exfension thereof that the unitized land is incapaﬁle of
production of unitized substances In paying quahfifﬁes in the formations
tested hereunder.and after notice of fnfenfion‘fo terminate the agreement
on such ground is given by the Unit Operator to all parties in interest
al their last known addresses, the agrecement is terminated with the ap-
proval of the Subervisor and the Commissioner, or

(c) a valuable discovery of unitized substances has been made or

acgepfed on uniTizéd Tand dur}ng said initial term or any extension

thereof, in which event the agreement shali remain in effect for such
term and so long as unitized substances can be produced in quantities
suffi&ienf to pay for the cost of producing same from wells on unitized
land wifhin any parTiciéaTLng area established hereunder and, should
production ccase, so long thereafter as diligent opérafions are in pro-

~gress for Therresforafion of production or discovery of new production
and so long thereafter as unitized substances so discovered can be pro-
duced as aforesaid, or

(d) it is ferminated as heretofore provided in this agreement. This

agreement may be terminated at any time by not less than 75 per centum,

on an écreage basis, of the working inferest owners signatory hereto,
with the approval of the SuperV}sor and Commissioner; notice of any such
approval to be given by the Unit Operator to all parties hereto.

2l. RATE OF PROSPECTING, DEVELOPMENT AND PRODUCTION. The Director is
nereby vested with authority to alter or modify from time to time in his dis-
cretion the quantity and rate of production under this agreement when such
quantity and rate is not fixed pursuant to Federal or State law or does not
conform To any statewide voluntary conservation or allocation program, which
is established, recognized and generally adhered to by the majority of oper-
ators in such State, such authority being hereby limited fo alteration or moc-
ification in the public interest, the purpose thereof and the public interest
1o be served thereby to be stated in the order of alteration or modification.
Without regard ToAThe foregoing, the Director is also hereby vested with

authority to alter or modify from time to time in his discretion the rate of
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prospectling and development and the quantity and rate of production under
this agrecement when such alteration or modification Is in the Infefesf of
attaining the conservation objectives stated In this agreement and 1s.nof

in vi&léfion of an? applicable Federal or State law; provided, further, that
no such alteration or modification shall be effective as to any land of the
State of New Mexiéo, as to the rate of prospecting and developing in the
absence o% the specific written approval thereof by the Commissioner and

as to any lands of Tﬁe State of New Mexico or privately owned lands subject
to this agreement as to the quantity and rate of production in the absenée
of specific written approval thereof by the Commission.

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

22. CONFLICf OF SUPERVISION. Neither the Unit Operator nor the work-
ing interest owners nor any of %hem shall be subject to any forfeiture, termin-
ation or expiration of any rights hereunder or under any leases or coniracts
subject hereto, or -to any penalty or iiabilify on account of delay or failure
in who!é or in part to comply with any applicable provision thereof to the
extent that the Unit Operator, wofking interest owners or any of them are
hindered, delayed or prevented from complying therewith by reason of failure
of the Unit Operator to obtain in tHé-exercise of due diligence, the concur-
rence of proper representatives of the United States and proper representatives
of the State of New Mexico in and about any matters or things concerning which
it is required herein that such concurrence be obtained. The parties hereto,
including the Commission, agree that all powers and authority vested in the
Commission in and by any provisions of this agreement are vested in the Com-
mission and shall be exercised by it pursuant to the provisions of the laws
of the State of New Mexico and subject in aﬁy case to appeal or judicial re-
view as may now or hereafter be provided by the laws of the State of New Mexico.

23. APPEARANCES. Unit Operéfor shall, after nof[cevfo other parties
affected, have the right to appear for ané on behalf of any and all interests
affected hereby before the Department of the Interior, fﬁe Commissioner of

Publlc Lands of the State of New Mexico and the New Mexico Oll Conservation
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Commlssion and to aépeal from orders issued under the regufafions of said
Department, the Commission or Commissioner or to appl? for relief from any
of said regulations or in any proceedings relative to operations béfofe the
Department of the Interior, the Commissioner, or Commission,.or any other
legally consfituted authority; provided, however, that any other interested
party shall also have the right at his own expense to be heard in any such
proceeding. |

24. NOTICES. All notices, demands or statements required hereunder
to be given or rendered T6 the parties hereto shall be deemed fully given if

[N

given in writing and personally delivered to the party or sent by postpaid

registered or certified mail, addressed to such party or parties at their

respoctive addresses set forth in connection with the signatures hereto or

to the ratification or consent hereof or to such other address as any such
party may have furnished in writing to party sendfng the notice, demand or
statement. |

25. 'NO WAIVER OF CERTAIN RIGHTS. Nofhing in this agreement contained
shall be construed as a waiver by any party hereto of the right to assert
any legal or constitutional right or defeﬁse as- tfo the validity or invalidity
of any law of the State whérein said unitized lands aée located, or of the
United States, or regulations issued thereunder in any way affecting such

party, or as a Qaiver'by any such party of any right beyond his or its

’
kY

aufhorify to waive.
| 26. UNAVOIDABLE DELAY. All obligations under this agreemenf requiring
the Unit Operator to commence or continue drilling or to operate on or pro-
duce unitized substances from any of the lands covered by this agreement shall-
be suspended while the Unit Operator, despite the exercise of due care and
diligence, is prevented from complying with such obligations, in whole or in
part, by strikes, acts of God, Federal, State or municipal law or agencies,
unavoidable accidents, uncontrollable delays in transportation, inability
to obtain necessary materials in open market, or other matters beyond the
reasonable control of the Unit Operator whether similar fo matters herein
enumerated or not. No unit obligation which is suspended under this section

shall become due less than thirty (30) days after it has been determined that

-
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the suspension is no longer applicable. Défarminéfion>of credifable_
"Unavoldable Delay" time shall be made by %he Unit Cperator Sﬁbjecfifo
approval of the Supervisor and Cémmissioner.

27. NONDISCRIMINATION. fn connection with the performance of work
under this agreement, the operator agrees to comply with all of the pro-
visions of section 202 (1) %o (7) inclusive of Executive Order 11246 (30 F.R.
|23;9$, as.amended!Which_are hereby incorporated by reference in this agreement.

28, LOSS OF TITLE. In the event title to any iract of unitized land
shail fail and the true owner cannof be induced to join in this unit agree-
ment, such tract shall be auTomaficaily regarded as not committed hereto
and there shall be such readjustment of future costs and benefits as may
be required on account of the loss of such title. In the event of a dis-
pute as to title To’anyrroyalfy, working interest or other interests subject
thereto, payment or delivery on account thereof may be withheld without
liability for interest until the dispute is fiﬁally settled; provided, that,
as to Federal and State land or leases, no payments of funds due the United
States or State of New Mexico should be withheld, but such funds of the
Unifed.SfaTes shall be deposited as directed by the Supervisor and such
funds of the State of New Mexico shall be deposited as directed by the
Commissioner to be held as unearned money pending final settlement of the
title dispute, and Then applied as eé}ned or returned in accordance with
such final seitlement.

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

29. NON-JOINDER AND SUBSEQUENT.JOINDER. If The owner of any sub-
stantial interest in a tract within the unit area fails or refuses to sub-

scribe or consent to this agreement, the owner of the working inferest in

“that tract may withdraw said tract from this agreement by writfen notice-

del{vered to the Supervisor and the Commissioner and the Unit Operator
prior to the approval of this agreement by the Supervisor and Commissioner.
Any oil or gas inferesfs in lands within the unit area not committed hérefo
prior to submission of this agresement fo} final approval may thereafter be

committed hereto by the owner or owners thereof subscFibing or consenting
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to this agreement, and, if the interest is a working interest, by the owner
of s&ch interest also subscribing to the unit operating agreement. After
operations are commenced hereunder, the right of subsequent joinder, as
provided in this section, by a work}ng interest owner is subject to such
requirements or approvals, if any, pertaining to such joindér, as may be
provided for in the unit operating agreement. Affer final. approval hereof,
Jjoinder by a non-working inferest owner must be consented to in writing by
the working interest owner commifted hereto and responsible for the payment
of any benefits that may accrue hereunder in behalf of such non-working
interest., A non-working interest may not be committed to this unit agree-
ment unless the corresponding working interest is committed hereto. Joinder
to the unit agreement by a working interest owner, at any time, must be
accompanied by appropriate joinder to the unit operating agreement, if more
than one committed working interest owner is involved, in order for the
interest to be regarded as committed tfo This unit agreement. Except as

may otherwise herein be provided, subsequent joinders to this agreement shall
be effective as of the first day of the month following the filing with the
Strervisor and the Commissioner of duly executed counterparts of all or any
papers necessary to establish effective commiiment of any tract to this
agreement unless objection to such Joihder is duly made within 60 days by
the Supervisor, provideq, however, that as to é#afe lands all subsequent

Jjoinders must be approved by the Commissioner.

30. COUNTERPARTS. This agreement may be executed in any number of

counterparts no one of which needs to be executed by all parties or may

be ratified or consented to by separate instrument in writing sepcifically

referring hereto and shall be binding upon all those parties who have exe-
cuted such a counterpart, ratification, or consent hereto with the same
force and effect as if all such parties had signed the same document and

regardless of whether or not it is executed by all oThér parties owning

or claiming an interest in the lands within the above described unit area.
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31. NO PARINERSHIP. It is expressly agreed that the relation of
the parties hereto is that of independent contractors and nothing in this
agreement contained, expressed or implied, nor any operations conducted
hereunder, shall create or be deemed to have created a partnership or
association between the parties hereto or any of them.

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

ATTEST: NORTHERN NATU}AK?AS COMP
. > s
BY: )’Qzﬁ, - ';'[ BY: /

7 Asé;:tant Sec}etary DAN L. GARDNER, Vice President

Pae

ADDRESS: 403 Wall Towers West
Midland, Texas 79701

WORKING INTEREST OWNERS

ATTEST:

BY:
DATE:
ADDRESS :
THE STATE OF NEBRASKA I
COUNTY OF DOUGLAS X

The foregoing instrument was acknowledged before me this ._7: .z day of

= , 1976, by DAN L. GARDNER, Vice President

of NORTHERN NATURAL GAS COMPANY, on behalf

of said corporation.

; /v e
SSTON vy - / : ( {
S5 . 5*“\ LTS Z ol
AR e ‘./?,p % Notary Public in and for Douglas
o, County, Nebraska

* "- '/



RATIFICATION - McGRUDER HILL UNIT
EDDY COUNTY, NEW MEXICO

KNOW ALL MEN BY THESE PRESENTS, THAT:

WHEREAS, certain instruments entitled UNIT AGREEMENT FOR THE DEVELOPMENT AND
OPERATION OF THE McGRUDER HILL UNIT, EDDY COUNTY, NEW MEXICO, AND UNIT OPERATING
AGREBMENT, McGRUDER HILL UNIT, EDDY COUNTY, NEW MEXICO, have been executed as of
the 5th day of January, 1976, by various persons conducting operations with respect
to the McGruder Hill Unit Area, located in Eddy County, New Mexico, as more particularly
described in said Agreement; and

WHEREAS, the Unit Agreement, by Exhibit "A', shows on a map the boundary lines of
the Unit Area and the Tracts therein and, by Exhibit "B" describes each Tract within
the Unit Area; and

WHEREAS, the Unit Agreement and Unit Operating Agreement each provides that a
person may become a party thereto by signing the original of said instrument, a
counterpart thereof, or other instrument agreeing to be bound by the provisions thereof;
and

WHEREAS, the undersigned (whether one or more) is, or claims to be, the owner of a
royalty, overriding royalty and/or working interest in one or more of the Tracts described
in Exhibit "B" of the Unit Agreement.

NOW, THEREFORE, the undersigned (whether one or more), for and in consideration of
the premises and the benefits anticipated to accrue under each of said agreements, does
hereby agree to become a party to and to be bound by the provisions of the said Unit
Agreement, and also the said Unit Operating Agreement if the undersigned is a Working
Interest Owner, and the undersigned does hereby agree that the parties to said agree-
ments are those persons signing the originals of said instruments, counterparts thereof,
or other instruments agreeing to be bound by the provisions thereof. The undersigned
does also hereby acknowledge receipt of a true copy of the said Unit Agreement, and
also the said Unit Operating Agreement if the undersigned is a Working Interest Owner.

IN WITNESS WHEREOF, the undersigned has executed this instrument on the date set
forth opposite the undersigned's signature. UHIO OIL COMPANY OF CALIFORMIA

Date: sMarch 8, 1270 8y .- M @ :
Attorney~in-Fact =~ /

Address: P, 0. Box 3100

Midlani, Texas 75701

. THE STATE OF TEXASy
COUNTY OF MIDLANL y
The fore%o E 112:strument was acknoxgneg% ed before me this 8th day of March

1976, by TERRY, A of UNIQN OIL COMPANY OF CALYFORNIA;
a fcorporation, on behalf of salff corporation.
/chlﬁofomia R

vv‘t’ /L [ j) ;741 7 L'AZ/"*Q/ MCE w
Notary Public in and ftor sidland
My Commission Expires: County, Texas

June 1, 1977

THE STATE OF 1
COUNTY OF I

The foregoing instrument was acknowledged before me this day of s
1976, by :

Notary Public in and for
County,

My Commission Expires:




RATTFICATION - McGRUDER HILL UNIT
EDDY COUNTY, NEW MEXICO

KNOW ALL MEN BY THESE PRESENTS, THAT:

WHEREAS, certain instruments entitled UNIT AGREEMENT FOR THE DEVELOPMENT AND
OPERATION OF THE McGRUDER HILL UNIT, EDDY COUNTY, NEW MEXICO, AND UNIT OPERATING
AGREEMENT, McGRUDER HILL UNIT, EDDY COUNTY, NEW MEXICO, have been executed as of
the 5th day of January, 1976, by various persons conducting operations with respect
to the McGruder Hill Unit Area, located in Eddy County, New Mexico, as more particularly
described in said Agreement; and

WHEREAS, the Unit Agreement, by Exhibit "A", shows on a map the boundary lines of
the Unit Area and the Tracts therein and, by Exhibit "B" describes each Tract w1thm
the Unit Area; and

WHEREAS, the Unit Agreement and Unit Operating Agreement each provides that a‘
person may become a party thereto by signing the original of said instrument, a
counterpart thereof, or other instrument agreeing to be bound by the provisions thereof;
and

WHEREAS, the undersigned (whether one or more) is, or claims to be, the owner of a
royalty, overriding royalty and/or working interest in one or more of the Tracts described
in Exhibit "B" of the Unit Agreement.

NOW, THEREFORE, the undersigned (whether one or more), for and in consideration of
the premises and the benefits anticipated to accrue under each of said agreements, does
hereby agree to become a party to and to be bound by the provisions of the said Unit
Agreement, and also the said Unit Operating Agreement if the undersigned is a Working
Interest Owner, and the undersigned does hereby agree that the parties to said agree-
ments are those persons signing the originals of said instruments, counterparts thereof,
or other instruments agreeing to be bound by the provisions thereof. The undersigned
does also hereby acknowledge receipt of a true copy of the said Unit Agreement, and
also the said Unit Operating Agreement if the undersigned is a Working Interest Owner.

IN WITNESS WHEREOF, the undersigned has executed this instrument on the date set
forth opposite the undersigned's signature. TOM BROWN, INC.

Date: March 4, 1976 ;&,;4&&2144/%“9¢~f
R. J. DePalil  Thed FAea—

ATTEST: /
Address: P. 0. Box 2608

= ’ //’ Midland, Texas 79701
Régiquﬁeill - Afsistant Secretary
THE STATE OF TEXAS I

COUNTY OF MIDLAND [

The foregoing instrument was acknowledged before me this  4th day of March s
1976, by R. J. DePaul of TOM BROWN, INC.
a corporation, on behalf of said corporation.

4&‘&/ J&/ZL

Notary Public in and tor Midland

My Commission Expires: | County, Texas
June 1, 1977

THE STATE OF I

COUNTY OF X

The foregoing instrument was acknowledged before me this day of R

Notary Public in and tor
County,

My Commission Expires:




RACIFICATION - . .CGRUDER 1i1Li UNIT
EDDY COUNTY, NEW MEXICO

KNOW ALL McN BY THESE PRESENTS, THAT:

WHEREAS, certain instruments entitled UNIT AGREEMENT FOR THE DEVELOPMENT AND
OPERATION OF THE McGRUDER HILL UNIT, EDDY COUNTY, NEW MEXICO, AND UNIT OPERATING
AGREEMENT, McGRUDER HILL UNIT, EDDY COUNTY, NEW MEXICO, have been executed as of
the 5th day of January, 1976, by various persons conducting operations with respect
to the McGruder Hill Unit Area, located in Eddy County, New Mexico, as more particularly
described in said Agreement; and

WHEREAS, the Unit Agreement, by Exhibit "A", shows on a map the boundary lines of
the Unit Area and the Tracts therein and, by Exhlblt "B" describes each Tract within
the Unit Area; and

WHEREAS, the Unit Agreement and Unit Operating Agrecment each provides that a
person may become a party thereto by signing the original of said instrument, a
counterpart thereof, or other instrument agreeing to be bound by the provisions thereof;
and

WHEREAS, the undersigned (whether one or more) is, or claims to be, the owner of a
royalty, overriding royalty and/or working interest in one or more of the Tracts described
in Exhibit "B" of the Unit Agreement.

NOW, THEREFORE, the undersigned (whether one or more), for and in consideration of
the premises and the benefits ant1c1pated to accrue under each of sald agreements, does
hereby agree to become a party to and to be bound by the provisions of the said Unit
Agreement, and also the said Unit Operating Agreement if the undersigned is a Working
Interest Owner, and the undersigned does hereby agree that the parties to said agree-
ments are those persons signing the originals of said instruments, counterparts thereof,
or other instruments agreeing to be bound by the provisions thereof. The undersigned
does also hereby acknowledge receipt of a true copy of the said Unit Agreement, and
also the said Unit Operating Agreement if the undersigned is a Working Interest Owner.

IN WITNESS WHEREOF, the undersigned has executed this instrument on the date set
forth opposite the undersigned‘'s signature

& * NEXEO OIL COMPANY
Date: Mgyeh 9 1976

/ng,’\ W. G. GOODWIN, Vice President aﬂ ,/X)Z‘_,
Address:guire 1900 - 1100 Milam Bldg.
///4/’ Houston, TX 77002

Assistant Secdretary

THE STATE CF TEXASY

COUNTY OF HARRIS j
The foregoing instrument was acknowledged before me this 9 day of March

1976, by W.G.Goodwin, Vice President of INEXCO OIL COMPANY
a corporation, on behalf of said corporation.

b

‘,%ﬁ/J
Notary PuBllc in and for Harris
My Commission Expires: County,frexas

June 1, 1977

THE STATE OF 1
“COUNTY OF Y

The foregoing instrument was acknowledged before me this day of ,
1976, by .

Notary Public in and for
County,

My Commission Expires:




RATIFICATION - McGRUDER HILL UNIT
EDDY COUNTY, NEW MEXICO

KNOW ALL MEN BY THESE PRESENTS, THAT:

WHEREAS, certain instruments entitled UNIT AGREEMENT FOR THE DEVELOPMENT AND
OPERATION OF THE McGRUDER HILL UNIT, EDDY COUNTY, NEW MEXICO, AND UNIT OPERATING
AGREEMENT, McGRUDER HILL UNIT, EDDY COUNTY, NEW MEXICO, have been executed as of
the 5th day of January, 1976, by various persons conducting operations with respect
to the McGruder Hill Unit Area, located in Eddy County, New Mexico, as more particularly
described in said Agreement; and

WHEREAS, the Unit Agreement, by Exhibit "A", shows on a map the boundary lines of
the Unit Area and the Tracts therein and, by Exh1b1t ""B" descrlbes each Tract within
the Unit Area; and

WHEREAS, the Unit Agreement and Unit Operating Agreemént each provides that a
person may become a party thereto by signing the original of said instrument, a
counterpart thereof, or other instrument agreeing to be bound by the provisions thereof;
and

WHEREAS, the undersigned (whether one or more) is, or claims to be, the owner of a
royalty, overriding royalty and/or working interest in one or more of the Tracts described
in Exhibit 'B" of the Unit Agreement.

NOW, THEREFORE, the undersigned (whether one or more), for and in consideration of
the premises and the benefits anticipated to accrue under each of said agreements, does
hereby agree to become a party to and to be bound by the provisions of the said Unit
Agreement, and also the said Unit Operating Agreement if the undersigned is a Working
Interest Owner, and the undersigned does hereby agree that the parties to said agree-
ments are those persons signing the originals of said instruments, counterparts thereof,
or other instruments agreeing to be bound by the provisions thereof. The undersigned
does also hereby acknowledge receipt of a true copy of the said Unit Agreement, and
also the said Unit Operating Agreement if the undersigned is a Working Interest Owner.

IN WITNESS WHEREOF, the undersigned has executed this instrument on date set
forth opposite the under51gned's signature. T /
e /

Date: March 17, 1976 LA s s / .

) ra . /‘-— 7

, - o

Lot Kzt o e [P 2
Address N

THE STATE OF I
COUNTY OF |

The foregoing instrument was acknowledged before me this day of s
1976, by of

a corporation, on behalf of said corporation.

- . Notary Public in and for
My Commission Expires: ‘ County,

THE STATE OF TEXAS
COUNTY OF GILLESPIE

The foregoing instrument was acknowledged before me this 17th day of March s
1976, by JAMES P. RIGGS and wife, MAURECE K. RIGGS ~ .

County, Texas

My Commission Expires:
03/17/77




RATIFICATION - McGRUDER HILL UNIT
EDDY COUNTY, NEW MEXICO

KNOW ALL MEN BY THESE PRESENTS, THAT:

WHEREAS, certain instruments entitled UNIT AGREEMENT FOR THE DEVELOPMENT AND
OPERATION OF THE McGRUDER HILL UNIT, EDDY COUNTY, NEW MEXICO, AND UNIT OPERATING
AGREEMENT, McGRUDER HILL UNIT, EDDY COUNTY, NEW MEXICO, have been executed as of
the Sth day of January, 1976, by various persons conducting operations with respect
to the McGruder Hill Unit Area, located in Eddy County, New Mexico, as more particularly
described in said Agreement; and

WHEREAS, the Unit Agreement, by Exhibit "A", shows on a map the boundary lines of
the Unit Area and the Tracts therein and, by Exh1b1t "B" describes each Tract within
the Unit Area; and

WHEREAS, the Unit Agreement and Unit Operating Agreement each provides that a
person may become a party thereto by signing the original of said instrument, a
counterpart thereof, or other instrument agreeing to be bound by the provisions thereof;
and

WHEREAS, the undersigned (whether one or more) is, or claims to be, the owner of a
royalty, overriding royalty and/or working interest in one or more of the Tracts described
in Exhibit "B" of the Unit Agreement.

NOW, THEREFORE, the undersigned (whether one or more), for and in consideration of
the premises and the benefits anticipated to accrue under each of said agreements, does
hereby agree to become a party to and to be bound by the provisions of the said Unit
Agreement, and also the said Unit Operating Agreement if the undersigned is a Working
Interest Owner, and the undersigned does hereby agree that the parties to said agree-
ments are those persons signing the originals of said instruments, counterparts thereof,
or other instruments agreeing to be bound by the provisions thereof. The undersigned
does also hereby acknowledge receipt of a true copy of the said Unit Agreement, and
also the said Unit Operating Agreement if the undersigned is a Working Interest Owner.

IN WITNESS WHEREOF, the undersigned has executed this instrument on the date set

forth opposite the undersigned's signature . ER . CQRPORATION

Date: __ March 12, 1976 // - W

ATTT {f ///?' S Colllns, Vlce President
XAUML&)<:Ulij Tj "Address: 2000 West Loop South

Assx tant Secretary
Houston, Texas 77027

THE STATE OF TEXAS )
COUNTY OF HARRIS J
The foregoing instrument was acknowledged before me this ,Z  day of March ,

1976, by J. S. COLLINS of J. M. HUBER ORATION
a corporation, on behalf of said corporation.

Harris

My Commission Expires: Coun

June 1, 1977

THE STATE OF 1
COUNTY OF 1

The foregoing instrument was acknowledged before me this day of s
1976, by

Notary Public in and for
County,

My Commission Expires:




RATIFICATION - McGRUDER HILL UNIT
EDDY COUNTY, NEW MEXICO

KNOW ALL MEN BY THESE PRESENTS, THAT:

WHEREAS, certain instruments entitled UNIT AGREEMENT FOR THE DEVELOPMENT AND
OPERATION OF THE McGRUDER HILL UNIT, EDDY COUNTY, NEW MEXICO, AND UNIT OPERATING
AGREEMENT, McGRUDER HILL UNIT, EDDY COUNTY, NEW MEXICO, have been executed as of
the 5th day of January, 1976, by various persons conducting operations with respect
to the McGruder Hill Unit Area, located in Eddy County, New Mexico, as more particularly
described in said Agreement; and

WHEREAS, the Unit Agreement, by Exhibit "A", shows on a map the boundary lines of
the Unit Area and the Tracts therein and, by Exhibit "B" describes each Tract within
the Unit Area; and

WHEREAS, the Unit Agreement and Unit Operating Agreement each provides that a
person may become a party thereto by signing the original of said instrument, a
counterpart thereof, or other instrument agreeing to be bound by the provisions thereof;
and

WHEREAS, the undersigned (whether one or more) is, or claims to be, the owner of a
royalty, overriding royalty and/or working interest in one or more of the Tracts described
in Exhibit '"B" of the Unit Agreement.

NOW, THEREFORE, the undersigned (whether one or more), for and in consideration of
the premises and the benefits anticipated to accrue under each of said agreements, does
hereby agree to become a party to and to be bound by the provisions of the said Unit
Agreement, and also the said Unit Operating Agreement if the undersigned is a Working
Interest Owner, and the undersigned does hereby agree that the parties to said agree-
ments are those persons signing the originals of said instruments, counterparts thereof,
or other instruments agreeing to be bound by the provisions thereof. The undersigned
does also hereby acknowledge receipt of a true copy of the said Unit Agreement, and
also the said Unit Operating Agreement if the undersigned is a Working Interest Owner.

IN WITNESS WHEREOF, the undersigned has executed this instrument on the date set
forth opposite the undersigned's signature.

. AT NTLQ{I,CHFIELD C ANY .
Date: A guch A5 /976 Ry /X' : M 4 /N%,

S.L. Smith, Attorney-In-Fact g

Power of Aticiiey “
Address: P.0. Box 1610  Fieq N 0553400 M;\(/%

Midland, Texas 79701 ’»’JM'

THE STATE OF Texas ]
COUNTY OF Midland J
The foregoing instrument was acknowledged before me thiS¢§E5>§€ day of;;@2L¢£4£- s

1976, by S.L. Smith, Attorney-In-Fact of Atlantic Richfield Company
a corporation, on behalf of said corporation.

’
pU P72 Puoote
tary Public in and for Midland
My Commission Expires: County, Texas

June 1, 1977

THE STATE OF I
COUNTY OF 1

The foregoing instrument was acknowledged before me this day of R
1976, by

Notary Public in and for
County,

My Commission Expires:




K\FIII(\IIOV McGRUDER HITLL UNIT
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WHHREAS, (‘(‘r’r;ﬂn instriments entitled DNIT AGREEMENT FOR TR DEVELOEMENT AND
G TON OF HHE MeGbhiER LT U\:[l EDDY COUNTY, NEW MEXTCO, AND DNIT Oil:R\lL\»G
CCRETMIENT, MeGRUDER IILTI UNTT, EDDY C {? TY, NEW ! ! =XTCO, have }n?cql cxecnted as of
the Sth day of January, l) 6, by VArious persons Conduptinv operntions with vespect
to the McCruder Hill Unit Avea, ]ocungd in Bddy County, New Mexico, as more particularly
described in said Agrecment; and

SHeREAS, the Hnlt Agreement, by Prhibit "AY, shows on 4 o the boundary Tines of
ihe Uit Acea ard the Tracts the e ta and, by Eihit VB doscrites ich Tract within
the it Area; and

REAS, Uit Agrecment od it 2 crating Agre wwont ¢och provides that a
Cerson cay becere a party thereto by signiag the Mijlndl of said instrument, a
cotmterpirt thercof, or other instrcent cpreeing to “he beund by the provisions thereof;
and

s o othe VFJ“'\LEA‘J Cohether one or more) is, or claims to be, the owner of a
royaliy, cverciding vallLy /or working interest in one or more of the Tracts described

in Exhibit "B'" of Holmxt ﬂlmf@ﬂf

NCW, TEREFORE,  the nindersigned (Whether cne or wore), for ond in consideration of
the proaises and the beaeilits enticipated to acorve tnder each of =aid agreements, docs
hereby agree to Tocare a oty to ond to be baund by ihe provisicons of the =aid Unit
Agrecaent, ond also the said Unit Operating Agrecoent if the vadersigned s a Working
Interest Owner, and the ruoxslouod dees hereby ageee that the parties to said agree-
ments are ‘“0‘“ sersons signing the originals of <aid instriosents, counterparts the reof,
or other ins ﬁnt> a2grccing to he baund by the provisicas theveof.  The budOLblghbd
does also ?~J<uv actnewledoe receipt of a trae copy of the =aid Unit Agreement, and
alvo the soid Uhit Chovnting Agrcement 1f the un Jblsj<1wd is a .uiklnu Intp"\“t Owner.

[N WLENESS BHEREOF, the undersigned has executed this instrument on the date set
forth opposite the wdersipgned's signature. -7 , ////

-y P .
Dater  April 1, 1976 . -.{ﬁl<fq,/(%gzw.4flm45 //‘*55/4

Santa Fe New Mexico 87501

STATE OF {
COUNTY OF 1
The foregning instruent was acknowledged before me this  day of
176, by L ot
a LOL’O[l[[Od on behalf ot said corporation.
Yatary Public in and for
My Conmission Expires: County,
HE STALE OF NEW ME)IICO
COUNTY OF SANTA FE }
The foregoing instrument was aclnowledged before me this 1st day of April s
1976, by _Robert N. Epfield and wife, Mona L, Enfield . .

Y Public in and/t
County,  New Mexico

My Commission Expires:

Mav. 10, 31978




RATIFICATION - McGRUDER HILL UNIT
EDDY COUNTY, NEW MEXICO

KNOW ALL MEN BY THESE PRESENTS, THAT:

WHEREAS, certain instruments entitled UNIT AGREEMENT FOR THE DEVELOPMENT AND
OPERATION OF THE McGRUDER HILL UNIT, EDDY COUNTY, NEW MEXICO, AND UNIT OPERATING
AGREEMENT, McGRUDER HILL UNIT, EDDY COUNTY, NEW MEXICO, have been executed as of
the 5th day of January, 1976, by various persons conductmg operations with respect
to the McGruder Hill Unit Area, located in Eddy County, New Mexico, as more particularly
described in said Agreement; and

WHEREAS, the Unit Agreement, by Exhibit "A", shows on a map the boundary lines of
the Unit Area and the Tracts therem and, by EXhlblt "By descrlbes ‘each Tract within
the Unit Area; and

WHEREAS, the Unit Agreement and Unit Operating Agreement each provides' that a
person may become a party thereto by signing the original of said instrument, a
counterpart thereof, or other instrument agreeing to be bound by the provisions thereof;
and

W EREAS, the undersigned (whether one or more) is, or claims to be, the owner of a
Toyalty, overrldlng royalty and/or working interest in one or more of the Tracts described
in Exhibit 'B'" of the Unit Agreement.

NOW, THEREFORE, the undersigned (whether one or more), for and in consideration of
the premises and the benefits anticipated to accrue under each of said agreements, does
hereby agree to become a party to and to be bound by the provisions of the said Unit
Agreement, and also the said Unit Operating Agreement if the undersigned is a Working
Interest Owner, and the undersigned does hereby agree that the parties to said agree-
ments are those persons 51gn1ng the originals of said instruments, counterparts thereof,
or other instruments agreeing to be bound by the provisions thereof. The undersigned
does also hereby acknowledge receipt of a true copy of the said Unit Agreement, and
also the said Unit Operating Agreement if the undersigned is a Working Interest Owner.

IN WITNESS WHEREOF, the undersigned has executed this instrument on the date set
forth oprosite the under51gned's signature.

Date: LA — / 3- 7 & GULF OIL CORPORATION

ATTEST: ' by ——
By M/& By jZ/

ASSTSTANT-SECRETARY . ATTORNEY-IN-FACT >

THE STATE OF—777. | mﬂ#%
erar : < W

\‘\ Loy f,?"
COUNTY OF. /ol ¥ -~

The foregomg instrument was acknowledged before me this / é/ ) day of / /sz 5

1976, by L 7 L Ofﬂ’/,/ e /// LG und
a Corporatio'n, o‘BeHalf of said corporation. / / st

@@W oéaxdoﬂ

Notary Pubfic in and for Iy Prd

My Cor%é%?ﬁ?l €55, pube. o Cmty, e
In And For Mil Sy, Texas
My Commission L\p res Junc 1, 19 {
THE STATE OF 1
COUNTY OF 1
The foregoing instrument was acknowledged before me this day of s
1976, by ) . -,

Notary Public in and for
County,

My Commission Expires:




