UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION

OF THE
C C Tank Unit

COUNTY OF EDDY

STATE OF NEW MEXICO

NO.

THIS AGREEMENT, entered into as of the 15t day of March ,

192§_,’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
0il and gas interests in the unit 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 re-
presentatives to unite with each other, or jointly or separately with others, in
collectively adopting and operating a cooperative or unit plan of development or
operation of any ogl or gas pooly field, o£4like area, or any part thereof for the
purpose of more properly conserving the natural resources thereof whenever determined
and certified by the Secretary of the Interior to be necessary or advisable in the
public interest; and

. WHEREAS, the Commissioner of Public Lands of the State of New Mexico is
authorized by an Act of the Legislature (Seb. 7-11-29 N.M. Statutes 1953 Annotated)
to consent to or approve this agreemeﬁt on behalf of the State of New Mexico, insofar
as it covers and includes lands and mineral interest of the State of New Mexico; and,

. WHEREAS, the 0il Conservation Commission of the State of New Mexico is author-
ized by an Act of the Legislature (Chapter:72, Laws of 1935, as amended by Chapter
193, Laws of 1937; Chapter 166,Laws ofv1941§ and Chapter ﬂ68, Laws of 1949) to ap-

prove this agreement and the conservation provisions hereof; and,

-WHEREAS, the parties hereto hold sufficient interests in the

C C Tank Unit Area covering the land hereinafter des-

cribed to give reasonably effective control of operations thereinj; and
WHEREAS, it is the purpose of the parties hereto to conserve natural resources,
prevent waste, and secure other benefits obtainable through development and operation

of the area'subject to this agreement -under the terms, conditions, and limitations
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herein set forth;

NOW, THEREFORE, in consideration of the premises and the promises herein
contained, the parties hereto commit to this agreement their respective interests
in the below-defined unit area, and agree severally among themselves as follows:

1. ENABLING ACT AND REGULATIONS. The Mineral Leasing Act of February, 25,

1920, as amended, supra, and all valid pertinent regulations, including operating
and unit plan regulations, heretofore issued thereunder or valid, pertinent, and
reasonable regulations hereafter issued thereunder are accepted and made a part of
this agreement as to Federal lands, provided such regulations are not inconsistent
with the terms of fhis agreemenf; 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 inconsistent with the terms hereof or the laws of the
State in which the non-Federal land is located, are hereby accepted and made a part
of this agreement.

2. UNIT AREA. The following described land is hereby designated and recog-

nized as constituting the unit area:

T-20-S, R-23-E, NMPM T-19-S, R-24-E, NMPM T-20-S, R-24-E, NMPM
Secs. 1, 12; All Secs. 28, 29; All Secs. 4, 5, 6, 7, 8,
Sec. 13; Nk Secs. 21, 32, 33; All 9; All

Secs. 16, 17, 18; All

Containing 10,550.24 acres, more or less

Exhibit YA" attached hereto is a map showing the unit area and the boundaries and
indentity of tracts andvleaSes in said area to the extent known to the Unit Operator.
Exhibit "B" attached hefeto is a schedule showing to the extent known to the Unit
Operator the acreage, percentage, and kind of ownership of oil and gas interests

in all land in the unit area. However, nothing herein or in said schedule or map
shall be construed as a,representatibn.b& any parfy 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 renderfsuch revision necessary when re-
quesked‘by the-Oil and Gas Supervisor, hereinafter referred to as "Supervisor," or

when requested by fhe Commissioner of Public Lands of the State of New Mexico,
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hereinafter referred to as "Land Commissioner," and not less than five (5) copies
of the revised Exhibits shall be filed with the Supervisor and one (1) copy thers-

of shall be filed with the Land Commissionsr, and one (1) copy with the New Mexico

@]

0il Conservation Commission, hereinafter referred to as "State Commissiorn."
The above-described unit area shall, when practicable, be expanded to incluie

therein any additional lands or shall be contractsd fto =xclude lands whenzsver such

O

expansion or contraction is deemed to be necessary or advisable to conform witn the
purposes of this agreement. Such expansion or contraction shall be effected in the
following manner:

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

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

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

(d) After due consideration of all pertinent information, the expansion or
contraction shall, upon approval by the Supervisor, the Land Commissioner, become

effective as of the dats vrescrived in %ne notics tharecr.




shall no longer be a part of the unit area and shall no longer be subject to

this agreement, unless diligent drilling operations are in progress on unitized
lands not entitled to participation on said fifth anniversary, in which event all
such lands shall remain subject hereto for so long as such drilling operations
are continued diligently, with not more than 90 days' time elapsing between the
completion of one such well and the commencement of the next such well. 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 automatically eliminated from this agreement as of said
tenth anniversary. All lands proved productive by diligent drilling operatioﬁs
after the aforesaid five-year period shall become participating in the same
manner as during said five-year period. However, when such diligent drilling
operations cease, all non-participating lands shall be automatically eliminated
effective as of the 9ist day-thereafter. The unit operator shall within 90 days
after the effective date of any elimination hereunder, describe the area so eli-
minated to the satisfaction of the Supervisor and the Land Commissioner and
promptly notify all parties in interest.

If conditions warrant extension of the ten-year period specified in this
‘spbsectioﬁAé.(e), a single extension of not to exceed two years may be accomplished.
by consent of the owners of 90% of the working interests in the current non-parti-
cipating unitized lands and the owners of 60% of the basic royalty interests
(exclusive of the basic royalty interests of the United States) in non-participating
unitized lands with approval of the Director and Land Commissioner, provided such
extension aﬁplication is submitted to the Director and the Land Commissioner not
later then 60 days prior to the expiration of said ten-year period.

Any expansion of the unit area pursuant to this section which embraces
lands thefefofore eliminated pursuant to this subsection 2 (e) shall hot be con-

sidered automatic commitment or recommitment of such lands.

3.. ﬁNITIZED LAND AND UNITIZED SUBSTANCES. A1l land committed to this
agreement shall cogstitute land referred to herein as "unitized land" or '"land
subject to this agreement." All oil and gas in any and all formations of the
_unitized land are unitized under the terms of this agreement and herein are called

Y"unitized substances."

L. UNIT OPERATOR. Randolph M. Richardson

is hereby designated as Unit Operator and by signature hereto as Unit Operator
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agrees and consznts to accept the duties and obligations of Unit Operater for *+i
discovery, development, and production of unitized substances as |

Whenever reference is made herein to the Unit Operator, such referen
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Unit Operator acting in the capacity and not as an owner of interest in unitized
substances, and the term "working-interest cwner'" wnen used shall includes or
refer to Unit Operator as the owner of a working interest when such an interest
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
Unit Operator from the duties and obligations of Unit Operator and terminate Unit
Operator's rights as such for a period of six (6) months after notice of intention
to resign has been served by Unit Operator on all working-interest owners and the
Supervisor and the Land Commissioner, and until all wells then drilled hereunder
are placed in a satisfactory condition for susvension or abandonment whichever is
required by the Supervisor as to Federal lands and the State Commission as to State
lands, unless a new Unit 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 established
hereunder is in existence, but, in all instances of resignation or removal, until
a successor unit operator is selected and approved as hereinafter provided, the
working-interest owners shall be jointly responsible for performance of the duties
of unit operator, and shall not later than 320 days before such resignation or re-
moval becomes effective appoint a common agent to represent them in any action to
be taken hereunder.

The resignation of Unit Operator shall not release Unit Operator from any
liability for any <2=Izult oy it hereunder occurring prior ¢ thz =2flective dats

of its resigratior.

The Tnit Operzicr mav. uvon defeult or failure in the parlormance of itz
Guties or cliigation: nersirni-sr, O 3ublelt T oremoUal L ths 3ans peorcinTols -
20 tn: o oo.norE oI oncraing LLTErS3TE a5 Loroir orouil JIroTl selecnico LT
Unit Operator. Such r=roval shall be effective upcrn notics therecof teo the Supsrviz

and the T.ard Commissicner.



The resignation or rermoval of Unit Operator under this agresement shall
not terminate its right, title, or interest as the owner of a working interest or
other interest in unitized substances, but upon the resignation or removal of
Operator becoming effective, such Unit Operator shall deliver\possession of all
wells, equipment, materials, and appurtenances usea in conducting the unit opera-
tions to the new duly qualified successor Unit Operator or to the common agent,
if no such new Unit Operator is elected, to be used for the purpcse of conducting
unit operations hereunder. DNothing herein shall be construed as authorizing re-
moval of any material, equipment, and appurtenances needed for the preservation of
any wells.

6. SUCCESSOR UNIT OPERATOR. Whenever the Unit Operator shall tender his

or its resignation as Unit Operator or shall be removed as hereinabove provided,
or a change of Unit Operator is negotiated by working-interest owners, the owners
of the working interests in the participating area or areas according to their re-
spective acreage interests in such participating area or areas, or until a parti-
cipating area shall have been established, the owners of the working interests
according to their respective acreage interests in all unitized land, shall by
majority vote select a successor Unit Operator: Provided, That, if a majority
but less than 75 per cent of 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 selecticn 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 approved
by the Land Commissioner.

If no successor Unit Operator is selected and qualified as herein provided,

the Director and the Land Commissgioner, at their elec

ct

ion, may declare this unit

7. A0CCUITIING PRQUISICNE AUD UNTT OPZEACING LGREIMZIT. T the Unit Operator
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owners of working intersstz, whether cne or nmore, scparately or ocllsctivaiy. Any



Unit Operator as provided in this section, whether one or more, are herein referred
to as the "unit operating agreement.'" Such unit operating agreement shall also
provide the manner in which the working-interest owners shall be entitled to re-
ceive their respective proportionate and allocated share of the benefits accruing
hereto in conformity with their underlying operating agreements, leases, or other
independent contracts, and such other rights and obligations as between Unit Operator
and the working-interest owners as may be agreed upon by Unit Operator and the
working-interest owners; however, no such unit operating agreement shall be deemed
either to modify any of the terms and conditions of this unit agreement or to re-
lieve the Unit Operator of any right or obligation established under this unit
agreement, and in case of any inconsistency or conflict between this unit agreement
and the unit operating agreemént, this unit agreement shall govern. Three true
copies of any unit operating agreement executed pursuant to this section should

be filed with the Supervisor and one true copy with the Land Commissioner,.prior to
approval of this unit agreement.

8. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Except as otherwise specifically

provided herein, the exclusive right, privilege and duty of exercising any and all
rights of the parties hereto which are necessary or convenient for prospecting for,
producing, storing, allocating, and distributing the qniti;ed sﬁﬁstances are here-
by delegated to and shall be exercised by the Unit Operator as herein provided.
Acceptable evidence of title to said righté shall be deposited with said Unit Opera-
tor and, together with this agreement, shall constitute and define the rights,
privileges, and obligations of Unit Operator. Nothing herein, however, shall be
construed to transfer title to any land or to any lease or operating agreement,

it being understdod that under this agreement the Unit Operator, in its capacity
as Unit Operator, shall exercise the rights of possession and use vested in the
parties hereto only for the.purposes herein specified.

9. DRILLING TO DISCOVERY. Within six (6) months after the effective date

hereof, the Unit Operator shall begin to drill an adequate tesj well at a location
approved by the Supervisor, if on Federal land, or by the Land Commissioner, if on
State land, unless on such effective date a well is being drilled conformably with

" the terms hereof, and thereafter continue such drilling diligently until the

Mississippian formation has been penetrated and all beds of Pennsylvanian .

i age have been tested ‘ ~, or until at a lesser

depth unitized substances shall be discovered which can be produced in paying




quantities (to-wit: quantities sufficient to repay the costs of drilling, complet-

ing and producing operations, with a reasonable profit) or the Unit Operator shall,
at any time, establish to the sat%sfaction of the Supervisor if on Federal land, or
the Land Commissioner if on State land, that further drilling 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 9,500

feet. Until the discovery of a deposit of unitized substances capable of being
produced in paying quantities, the Unit Operator shall continue drilling diligently
one well at a time, allowing not more than six (6) months between the completion
of one well and the beginning of the next weli, until a well capable of producing
unitized substances in paying quantities is completed to the satisfaction of said
Supervisor if it be on Federal land or of the Land Commissioner if on State land,
or until it is reasonably proved that the unitized land is incapable of producing
unitized substances in paying quantities in the formations drilled hereunder.
Nothing in this section shall be deemed to limit the right of the Unit Operator to
resign as provided in Section 5 hereof, or as requiring Unit Operator to commence
or continue any drilling during the period pending such resignation becoming ef-
fective in order to comply with the requirements of this section. The Director
and Land 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 section within the
time allowed, including any extension of time granted by the Supervisor and the
Land Commissioner, this agreement will automatically terminate; upon failure to
continue drilling diligently any well commenced hereunder, the Supervisor and the
Land Commissioner may, after 15-days notice to the Unit Operator, declare this
unit agreement terminated.

10. PLAN OF FURTHER DEVELOPMENT AND OPERATION. Within six (6% months

after completion of a well capable of producing unitized substances in paying
quantities, the Unit Operator shall submit for the approval of the Supervisor and
the Land Commissioner an acceptable plan of developmen£ and ope?ation_for the uni-
tized land which, when approved by the Supervisor and the Land Commissioner,'shall
constitute the further drilling and operating obligations of the Unit Operator
under this agreement for the period specified therein. Theréaffer, from time to

time before the expiration of anv existing plan. the Unit Overator shall submit
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for the approval of the Supervisor and the Larnd Commissioner a plan for an addi-
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ional specified pericd for the developmant and operation of tnz unitized land.

Any plan submitted pursuant to this section shall vrovide for the explora-
tion of the unitized area and for the diligent drilling necessary for determina-
tion of the area or areas thereof capable of producing unitized substances in
paying quantities in each and every productive formation and shall be as complete
and adequate as the Supervisor and the Land Commissioner may determine to be neces-
sary for timely development anc proper conservation of the o0il and gas resources
of the unitized area and shall:

(a) specify the number and locations of any wells to be drilled and the
proposed order and time for such drilling; and

(b) to the extent practicable specify the operating practices regarded as
necessary and advisable for proper conservation of natural resources.

Separate plans may be submitted for separate productive zones, subject to the ap-
proval of the Supervisor and the Land Commissioner.

Plans shall be modified or supplemented when necessary to meet changed con-
ditions or to protect the interests of all parties to this agreement. Reasonable
diligence shall be exercised in complying with the obligations of the apprecved
plan of development. The Supervisor and the Land Commissicner are authorized to
grant a reasonable extension of the six-month period herein prescribed for sub-
mission of an initial plan of development where such action is justified because
of unusual conditions or circumstances. After completion heresunder of a well
capable of producing any unitized substance in payirg quantities, no further wells,
except such as may te necessary to afford protection against operations not under
this agreement and such as may be specifically approved by the Supervisor and
the Land Commissioner, shall be drilled except in accordance with a plan of devel-

opment approved as herein provided.

11. PARTICIPATION AFTER DISCOVERY. Upon completion of a well capable of

producing uritized sunstances 1n payving cualtizisz ¢r as son therealter as ro-
guirsd U oths Suvsrviscor or the Land Comnissioner, o= Coeratcr shall sucsmis
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effective date of tnis unit agreement, whichever is later. The acrsages 57 bot
Federal and non-Izcoral lands shall be based upon appropriale computations Irom
the courses and distances shown on the last approved public-land survey as =t th
effective date of each initial participating area. Said schedule shall alsoc set
forth the percentage of unitized substances to be allocated as nsrein previded *c
each tract in the participating area so established, and shall govern the alloca-
tion of production commencing with the effective date of the participating area.

A separate participating area shall be established for each separate pool or de-
posit of unitized substances or for any group therecof which is produced as a
single pool or zone, and any two or more participating areas so established may

be combined into one, on approval of the Superviscr and the Land Commissicner.

When producticn from two or more participating areas, so established, is subse-
quently found to be from a common pool or deposit said participating areas shall

be combined into one effective as of such appropriate date as may be approved or
prescribed by the Supervisor and the Land Commissioner. The participating area

or areas so established shall be revised from time to time, subject to like ap-
proval, to include additional land then regarded as reasonably proved tc be pro-
ductive in paying quantities or necessary for unit operations, or to exclude land
then regarded as reasonably proved not to be productive in paying quantities and
the schedule of allocation percentages shall be revised accordingly. The effective
date of any revision shall be the first of the month in which is obtained the
knowledge or information on which such revision is predicated, provided, however,
that a more appropriate effective date may be used if justified by the Unit
Operator and approved by the Supervisor arnd tae Land Commissioner. UNo land shall
be excluded from a participating area on account of depletion of the unitized
substances, except that any participating area established under the provisions of
this unit agresement shall terminate automatically whenever all ccmpletions in the

formatior on which the participating area is bas=sd are abandonad.

It 1s that a gar-iziratirg arzz snall rapressnt
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of a participating area, or until a participating arca ha
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establisred as provided herein, the portion of all paymen
be impournded in a manner =utually acceptabls to ths cwners of werking intzrasts

and the Supervisor and the Land Commissioner. Royaltiszs due the United 3tates

skall be determined by the Supervisor for Federal Iands and the Zand Commissions=r
for the Sfate lands and the amcunt thereof shall be deposited, as directed by %he
Supervisor and the Land Commissiocner, to be held as unearned money until a varti-
cipating area is finally approved and then applied as earned or raturned in ac-
cordance with 2 determination of the sum due as Federal and State royalty on the
basis of such approved participating area.

Whenever it is determined, subject to the approval of the Supervisor and
the Land Commissicner, that a well drilled under this agreement is not capable of
producticn in paying quantities and inclusion of the land on which it is situated
in a participating area is unwarranted, production from such well shall, for the
purposes of settlement among all parties other than working-interest owners, be
allocated to the land on which the well is located unless such land is already
within the participating area established for the pcol or deposit from which such
production is obtained. Settlement for working interest benefits from such a
well shall be made as provided in the unit operating agreement.

12. ALLOCATION OF PRODUCTION. All unitized sutstances produced from each

participating area established under this agreement, evcept any part thereof used
in conformity with good operating practices within the unitized area for drilling,
operating, camp, and other production or development purposes, for repressuring

or recycling in accordance with a plan of development approved by the Supervisor
and Land Commissioner, or unavoidably lost, shall be deemed to be produced equally
on an acreage basis Irom the several tracts of unitized lanq cf the participating
area established for such production and, for the purpose of detsrmining any bene-

fits accruing ancer this agreement, each such tract of unitized land =znall have
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agreed that proauction of unitized substances from a participating area shall be

allocated as provided herein regardless of whether any wzlls are 4drill=d on any

particular part or tract of said participating area. If any gas produced from

one participating area is used for repressuring or recycling

e

urposss in another

4

he first gas withdrawn from such last-mentioned participazirg

participating area, t
area for sale during the life of this agreement shall be considerzd to be the gas
so transferred until an amount equal to that transferred shall be sc produced for
sale and such gas shall be allocated to the participating area from which initially
produced as such area was last defined at the time of such firal production.

13. DEVELOPMENT OR OZERATION OF NON-PARTICIPATING LAND OR FORMATIONS. Any

J

party hereto owning or controlling the working interest in any unitized land having
thereon a regular well location may with the approval of the Supervisor and the
Land Commissioner, at such party's sole risk, costs, and expense, drill a well to
test any formation for which a participating area has not been established or to
test any formation for which a participating érea has been established if such
location is not within said participating area, unless within 90 days of rsceipt
of notice from said party of his intention to drill the well the Unit 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 afo;esaid by a working-interest owner results in
production such that the land upon which it is situated may properly be included
in a participating area, such participating area shall be established or enlarged
as provided in this agreement and the well shall thereafter be operated by the
Unit Operator in accordance with the terms of this agreerment and the unit operating
agreement.

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

duction in quantities insufficient to justify the inclusion of the land upon which

such well is =ituszt=d irn 2 participating area, sucrn well mav te cperated and vro-
iuced by tiRe party Lri:ling Tae same suc sct 1O tos conssrvaticni raguirensats oo
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of the cop=raticn of a well oy a working-interest cwnzr as herein provided feor ir

special cases, shall maxe deliveries of such royaity share taken in kind ir con-
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formity with the applicable coniracts, laws, and regulations. S m=nt for roy-
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alty interest not taken in kind shall be made by working-interest owners responsit
therefor uncer existing contracts, laws, and regulations, or bty the Unit Overator,
on or before the last day of =ach month for unitized substances producsd during
the preceding calendar mcnth; provided, however, that nothing herein contained
shall operate to relieve the lessees of any land from their respective lease obli-
gations for the payment of any royalties due under their leases.

If gas obtained from lands not subject to this agreement is introduced
into any participating area hereunder, for use in revpressuring, st;mulation of
production, or increasing ultimate recovery, in conformity with a plan of opera-
tions approved by the Supervisor and the Land Commissioner, a like amount of gas,
after settlement as herein provided for any gas transferred from any other parti-
cipating area and with appropriate deduction for lcss from any cause, may be with-
drawn from the formation into which the gas is introduced, royalty free as to dry
gas, but not as fo any products which may be extracted therefrom; provided that
such withdrawal shall be at such time as may be provided in the approved plan of
operations or as may otherwise be consented to by the Supervisor and the Land
Commissioner as conforming to good petroleum enginesring practice; and provided
further, that such right of withdrawal shall terminate on the termination of this
unit agreement.

Royalty due the United States shall be computed as provided in the operating
regulations and paid in value or delivered in kind as to zall unitized substances
on the basis oI the amounts thereof allocated to unitized Federal land as providec
herein at the rates specified in the respective Federal leases, or at such lower
rate or rates as may be authorized by law or regulation; provided, that for lsases

on which the royslty rate depends on the daily average production per well, said
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operate to relieve the lessees of any land from their respective lease obligations
for the payment of any rental or minimum royally Juc uncer their lcases. Ieontal
or minimum royalty for lands of the United States sublect to this agrecment shall

B T

be paid at the rate specified in the respective leases from ths United States un-
less such rental or minimum royalty is waived, suspended, or reduced by law or ty
approval of the Secretary or nis duly authorized representative.

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

With respect to any lease on non-Federal lard containing provisions which
would terminate such lease unless drilling operations are commenced upon the land
covered thereby within the time therein specified or rentals are paid for the pri-
vilege of deferring such drilling operations, the rentals required thereby shall,
notwithstanding any other provision of this agreement, be deemed to accrue and be-
come payable during the term thereof as extended by this agreement and until the
required drilling operations are commenced upon the land covered thereby or until
some portion of such land is included within a participating area.

16. CONSERVATION. Overations hereunder and production of unitized substarces

shall be conducted to provide for the most econcmical and efficient recovery orf
said substances without waste, as defined by or pursuant to State or Federal law
or regulation.

17. DRAINAGE. The Unit Operator shall take such measures as the Supervisor
and Land Commissioner deem appropriate and adequats to prevent drainage of unitized
substances from unitized land by wells on land not subject to this agreement.

18. LEASES AND CONTRACTS CONFORMED AID =XTEIDED. The terms, conditions,

and provisions of all leases, subleases, and other contracts relating to exploration,
drilling, development, or operation for oil or gas on lands committed to this agree-
ment are hereby expressly modified and amended to the extent necessary to make the

same conform to the provisions heresof, but otherwise to remain in full force and
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all leases, subleases, and contracts are particularly modiried ir accordancs with

the follcwing:
(a) The developumernt and operation of lands sil
the terms therof shall be desmed full performancs ¢ all obligations for develop-

ment and operation with respect to each and every separately cwnzd tract subject

lar tract of the urit area.

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

(¢) Suspension of drilling or producing operations on all unitized lands
pursuant to diresction or consent of the Secfetary and the Land Commissioner, or
his duly authorizec representative, 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 producing operations limited to specified lands shall
be applicable ornly to such lands.

(d) Each lease, sublease, or contract relating to the exploration, drilling,
development or operation for oil or gas of lands other than those of the United
States and State of New Mexico committed to this agreement, which, by its terms
might expire prior to the termination of this agreement, is hereby extended beyond
any such terms so provided therein so that it shall be continued in full force and
effect for and during the term of this agresment.

(e) Any Federal lease for a fixed term of twenty (20) years or any rerewal
thereof or any part of such lease which 1s made subject to this agreement shall ccn-

tinue in force beyond the term provided therein until the termination hereof. Any

[

other Federa’ lease committed hereto shall continue in force beyond the term so

provided therein or by law as to the land committed so long as such lease remains
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accordance with the provisions of the Mineral Leasing Act Revision of 19460.

(f) Each sublease or contract relating to the operation and development of
unitized substances from lands of the United States committed to this agreement,
which by its terms would expire prior to the time at which the underlying lease,
as extended by the immediately preceding paragraph, will expire, is hereby extended
beyond any such term so provided therein so that it shall be continued in full force
and effect for and during the term of the underlying lease as such term is herein
extended.

(g) The segregation of any Federal Lease committed to this agreement is
governed by the following provision in the fourth paragraph of Sec. 17 (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 committed to any such (unit) Plan em-
bracing lands that are in part within and in part outside of the area covered by
any such plan shall be segregated into separate leases as to the lands committed

and the lands not committed as of the effective date of unitization: Provided

however, that any such lease as to the nonunitized portion shall continue in force

and effect for the term thereof but for not less than two years from the date of
such segregation and so long thereafter as oil or gas is produced in paying quanti-
ties."

(h) In the event the Initial Test Well is commenced prior to the expiration
date of the shortest term State Lease within the Unit Area, any lease embracing
lands of the State of New Mexico which is made subject to this agreement, shall
continue in force beyond the term provided therein as to the lands committed hereto
until the termination hereof.

(i) Any lease embracing lands of the State of New Mexico having only a
portion of its lands committed hereto, shall be segregated as to the protion com-
mitted and the portion not committed, and the terms of such lease shall apply
separately to such segregated protions commencing as of the effective date hereof;
provided, however, notwithstanding any of the provisions of this agreement to the
contrary any lease emcracing lands of the State of llew llexico having only a porticn

of its lards committed hereto shall continue in full Iforce and effect teycond the
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covered and is capable of being produced in paying cuantities Irom some nart ol

I

the lands embraced in such lease at the expiration oi the secondary term of such
lease; or if, at the expiration of the secondary term, the leasee or the Unit Onera-
tor is then engaged in becna fide drilling or reworkirnz cpsrstiors on some part of

the lard
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remain in full force and effect so long as such operations are veing diligently

prosecutsd, and 1if they r=sult in the production o7 5il or gas; caid lease shall

continue in Tull force and effect as.to all of the lands ermbracsi therein
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thereafter as oil or gas in paying quantities is being produced from any porticn
of said lands.

19. COVZEANTS RUN WITZ LAND. The covenants kherein shall be construsd to ke

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, or 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 trans-
fer of any working interest, royalty, or other interest subject hereto shall be
binding upon Unit Operator until the first day of the calendar month after Unit
Operator is furnished with the original, photostatic, or certified copy of the
instrument oI transfer.

20. EFFECTIVE DATE AND TERM. This agreement shall become effective upon

approval by the Secretary and the Land Commissioner or his duly authorized repre-
sentative, and shall terminate five (5) years from said effective date unless

(a) such date of expiration is extended by the Director and the Land Com-
missioner, or

(b) it is reasonably determined prior to the expiration of the fixed term
or any extension thereof that the unitized land is incapable of production of uni-
tized substances in paying quantities in the formations tested hereunder and after
notice of intention to terminate the agreement on such ground is given by the Unit
Operator to all parties in interest at their last known addresses, the agreement
is terminated with the approval of the Supervisor and the Land Commissioner, or

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

on unitized land during said initial term or any extension thereof, in which event
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(d) it is terminated as heretofore provided in this agreement. This agree-
ment may be terminated at any time by not less than 75 per centum, on ar acreage
basis, of the working-interest owners signatory nereto, with the approval of the
Superviscor and the Land Commissioner; notice of any such approval to be givern by *he

Unit Operator to all parties Lereto.

21. RATE Or PROSPEZCIING, DEVELOPMELT, AND PRODUCTICH. The Director is

hereby vested with authority to alter or modify from time to time in his discretion
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 state-
wide voluntary conservation or allocation program, which is established, recognized,
and generally acdhered to by the majority of operators in such State, such authority
being hereby limited to alteration or modification in the public interest, the pur-
pose thereof and the public interest to be served thereby to be stated in the order
of alteration or modification. Without regard to the foregoirg, the Director is
also hereby vested with autﬁority to alter or modify from time to time in his dis-
cretion the rate of prospecting and development and the quantity and rate of pro-
duction under this agreement when such alteration or modification is in the interest
of attaining the conservation objectives stated in this agreement and is not in
violation of any applicable Federal or State law.

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. APPEARANCES. Unit Operator shall, after notice to other parties affected,
have the right to appear for and on behalf of any and all interests affected hereby
before the Department of the Interior and the Commissioner of Pulbic Lands and to
appeal from orders issued under the regulations of said Department or Land Commis-
sioner or to apply for relief from any of said regulations or in any proceedings

relative to operations before the Department of the Interior or the Land Commission-

er cr arny cther legally cernstituted authority: vrceviisi, howevsr, that any other
interestsd party shall a’so have the right at his -wrm expense fo be hegrd in any
guch proc=z=sdiing.




set forth in connection with tka signaturss hersto nr to the ratificatio
sent hereof or to such other address as any such varty may have Iurnished in wrizirg
to party sending the nctice, demand or statement.

2k, N0 WAIVER OF CERTAIN RIGETS. Nething in this agreement contained shall

te construed as a walver by any party hereto of the right to assert any lsgal or
constitutional right or defense as to the validity or invalidity of any law of the
State wherein said unitized lands are located, or of the United States, or regula-
tions issued thereunder inany way affecting such party, or as a waiver by any such
party of any right beyond his or its authority to waive.

25. UNAVOIDABLE DELAY. All obligations under this agreement requiring the

Unit Operator to commence or continue drilling or to operate on or produce unitized
substances from any of the lands covered by this agreement shall be suspended while
the Unit Operator despite the exercise of due care and diligence, is prevented freom
complying with such obligations, in whole or %n part, by strikes, acts of God,
Federal, State, or municipal law or agencies, unavoidable accidents, uncontrollable
delays in transportation, inability to obtain necessary materials in open market,
or other matters beyond the reasonable control of the Unit Operator whether similar
to matters herein enumerated or not. No unit obligation which is suspended under
this section shall become due less than thirty (30) days after it has been deter-
mined that the suspension is no longer applicable. Determination of creditable
"Unavoidable Delay'" time shall be made by the unit operator subject to approval of
the Supervisor and the Land Commissioner.

26. NONDISCRIMIMATICN. In connection with the verformance of work under

this agreement, the operator agrees to comply with all the provisions of section
202 (1) to (7) inclusive of Executive Order 11246 (30 F.R. 123139), as amended,
which are hereby incorporated by reference in this agreement.

27. L0OSS OF TITLE. In the event title to any tract of unitized land
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funds due *the United States or the State of MNew Mexico should be withheld, dut
such funds shall be devosited as directed by the Juvervisor and such funds of the
State of New Mexico shall te deposited as directsd by the Lard Commissionsr, to b=
held as unearned monzy pending final settlement of the tiglé‘dispute, anc¢ then
applied as earred or returned in accordance with such final setilement.

Urit Operatvor as such is relieved from any responsibility for any defect
or failure of any title hereunder.

28. NON-JOINDER AND SUBSEQUENT JOINDER. I the owner of any substantial

interest in a tract within the unit area fails or refuses to subscribe or consent -
to this agreement, the owner of the working interest in that tract may withdraw said
tract from this agreement by written notice delivered to the Supervisor and the

Land Commissioner and the Unit Operator prior to the approval of this agreement

by the Supervisor. Any oil or gas interests in lands within the unit area not conm-
mitted hereto prior to submission of this agreement for final approval may there-
after be committed hereto by the owner or owners thereof subscribing cr consenting
to this agreement, and, if the interest is a working interest, by the owner of such
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 working-interest owner is subject to such requirements or approvals, if any,
pertaining to such joinder, as may be provided fer in the unit operating agreement.
After final approval hereof, joinder by a non-working interest cwner must be con-
sented to in writing by the working-interest owner committed hereto and responsivle
for the payment of any benefits that may accrue hereuncder in behalf of such non-
working interest. A non-working interest may not be committed to this unit unless
the corresponding working interest is committed herstoc. Joinder to the unit agree-
ment 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 commitied to this
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29. COUNTERPARTS. This agreement may be executed in any number of counter-

parts no one of which nesds to be executed by all parties or may ve ratifi=d or
consented to by separate instrument in writing specifically referring herefc and
shall be binding upon all those parties who have exscutsd such a counterpart, rati-
fication, 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 executsd by all
other parties owning or claiming an interest in the lands within the above-described
unit area.

20. SURRENDER. XNothing in this agreement shall prohibit the exercise by any
working-interest owner of the right to surrender vested in such party by any lease,
sublease, or operating agreement as to all or any part of the lands covered thereby,
provided that each party who will or might acquire such working interest by such
surrender or by forfeiture as hereafter set forth, is bound by the terms of this
agreement,

If, as a result of any such surrender, the working interest rights as to
such lands become vested in any party other than the fee owner of the unitized sub-
stances, said party may forfeit such rights and further venefits from operation
hereunder as to said land to the party next in the chain of title who shall be and
become the owner of such working interest.

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

(1) Accept those working-interests rights subject to this agreement and
the unit operating agreement; or

(2) Lease the portion of such land as is included in a participating area
established hereunder subject to this agreement and the unit cperating agreement.

(3) Provide for the independent operation of any part of such land that are
not then included within a participating area established hereunder.

If the fee owner of the unitized substances doces not accept the working-
interest rights sublect fc this agreement ard the urnit overating agresment or lease
such lands as above-orovided within six (8) months after the surrendered or for-

feiton working-intero3t rizghts becomes vestad in the Je2 swner, trs benzfi-s and




stances in such lands by paying sums equal to the rentals, minirmum royalti=s, and
royalties applicable to such lands under the lease in effect when the lands were
unitized.

An appropriate accounting and settlement shall be madé, for all benefits
accruing to or payments and expenditures made or incurred on behalf of such surren-
dered or forfeited working interest subsequent to the date of surrender or forfeiture,
and payment of any moneys found to be owing by such an accounting shall be made as
between the parties within thirty (30) days. In the event no unit operating agree-
ment is in existence and a mutually acceptable agreement between the proper parties
thereto cannot be consummated, the Supervisor may prescribe such reasonabls and
equitable agreement as he deems warranted under the circumstances.

The exercise of any right vested in a working-interest owner to reassign
such working interest to the party from whom obtained shall be subject to the same
conditions as set forth in this section in regard to the exercise of a right to
surrender.

21. TAXES. The working-interest owners shall render and pay for their ac-
count and the accoun® of the royalty owners all valid taxes on or measured by the
unitized substances in and under or that may be produced, gathered, and sold from
the land subject to this contract after the effective date of this agreement, or
upon the proceeds derived therefrom. The working-interest owners on each tract
shall and may charge the proper proportion of said taxes to the royalty owners
having interests in said tract, and may currently retain and deduct sufficient of
the unitized substances or derivative products, or net proceeds thereof from the
allocated share of each royalty owner to secure reimbursement for the taxes so paid.
No such taxes shall be charged to the United States or the State of New Mexico or
to any lessor who has a contract with his lessor who has a contract with his lessee

which requires the lessee to pay such taxes.

32. NO DAETNERSIIP. It is expressly agreed that the relation of the parties
rereto 1s that of Irnds=psndsnt contractors and nething iz this agreement contairned,
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or to any penalty or liability on account of delay or failure in whole or in part
to comply with any applicable provisions thereof to the extent that the said Unit
Operator or the working-interest owners, or any of them, are hindered, delayed, or
prevented from complying therewith by reason of failure of the Unit Operator to
obtain, in the exercise of due diligence, the concurrence of proper representatives
of the United States and proper representatives of the State of New Mexico in and
about any matters or things concerning which it is required herein that such con-
currence be obtained. The parties‘hereto, including the State Commission, agree
that all powers and authority vested in the State Commission in and by any provi-
sions of this agreement are veéted in the State Commission and shall be exercised
by it pursuant to the provisions of the laws of the State of New Mexico and subject
in any case to appeal or judicial review as may now or hereafter be provided by the
laws of the State of New Mexico.

34, SURFACE AND ENVIRONMENTAL PROTECTION STIPULATIONS. Nothing in this

agreement shall modify or change either the special Federal Lease stipulations re-
lating to surface management or such special Federal Lease stipulations relating
to surface and environmental protection, attached to and made a part of, 0il and
Gas Leases covering lands within the Unit Area.

IN WITNESS WHEREOF, tﬁe parties hereto have causeg this agreement to be

executed and have set opposite their respective names the date of execution.

ATTEST:
BY: ] BY:
Address:
UNIT OPERATOR
STATE OF ) .
) ss

COUNTY OF )

The foregoing instrument was acknowledged before me this day of

, 1974, by : who is

of . o
_ (State of Incorp.)
corporation, for and on behalf of said Corporation.

My Commission Expires:
O . Notary Public

T
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EXHIBIT "B"

SCHEDULE OF LANDS AND LEASES

C C TANK UNIT AREA

EDDY COUNTY, NEW MEXICO

TRACT

NO.

DESCRIPTION ACRES

SERTAL NO. &

EXPIRATION DATE

BASIC ROYALTY
& PERCENTAGE

LESSEE OF RECORD
AND PERCENTAGE

OVERRIDING ROYALTY
AND PERCENTAGE

WORKING INTEREST
AND PERCENTAGE

1.

3.

T-19-3, R-24-E

Sec. 28; NWhk, W/SWE 400.00
SEWSW, EJpSEk, SWASEWK

T-19-S, R-24-E

Sec. 33; Nz, SWk 600.00

NVsSEk, SWHESEK

T-20-S, R-24-E

Sec. h4; All 639.62

T-20-S, R-24-E

Sec. 5; All 640 .64

T-20-S, R-24-E

Sec. 6; Lots 1 & 2, 760.48
SYNEW, SEk

Sec. 7; Ef, SELNWK,
EYaSSWhk

T-20-S, R-23-E

Sec. 12; SWANWH,
WYAS Wik

120.00

T-20-S, R-24-E,

Sec. 7; Lot & 39.38

T-20-S, R-24-E

Sec. 9; NWkSWk 40,00

NM-0559774
04-30-76

NM-0559775
04-30-76

NM-0559776
ok-30-76

NM-0559777
Ok-30-76

NM-0559778
0L-20-76
NM-0560239

06-30-76

NM-05602k4k
06-30-76

NM-0560245
06~30-76

USA
12.5

USA
12.5

USA
12.5

USA
12.5

USA

12.5

USA

12.5

USA
12.5

USA
12.5

Gulf 0il Corp.

Gulf 0il Corp

Gulf 0il Corp.

Gulf 0il Corp.

Gulf 0il Corp.

Western Petr.

Gulf 0il Corp.

Gulf 0il Corp.

A1l

All

All

All

All

A1l

All

All

Don Link

Graham D. Mattison

Dean Rowell

Robert C. Mohr

Va. V. McDonald

Betty. L. Winkler

Edgar C. Hummel

A. D. Solsberry

Phoebe M. Waller &
Sam D. Gardiner

5.0%

5.0%

2.5%

2.5%

5.0%

3.0%

L.5%

3.0%

5.0%

Gulf 0il Corp.
Gulf 0il Corp.
Gulf Oil Corp.
Gulf Oil Oowm.

Gulf 0il Corp.

Western Petr.
Gulf Oil Corp.

Gulf 0il Corp.

All

A1l

All

All

All

All

All

All
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HO.

11.

12.

13.

L4,

15.

T-20-3,

R-24-B

Sec. 6; Lots 3,4,
5,6,7, SEWNWA,

EYsSWik

Sec. 7; Lots 1,2,3

Sec. 17;

T-20-S, R-24-E

NE#%

Sec. 9; E2, EVaSWk,

SWHSWH

T-19-S, R-24-F

Sec. 31; All

T-20-S, R-24-E

Sec. 17; 8%
Sec. 18; Lots 3,4,
EVSWik, SEWk

T-20-S, R-23-E,

594, 28

440 .00

637.60

6£38.85

Sec. 1; Lots 1, 2, 1080.12

SY:NEW, SEk,
SENWY, EyNWh
Sec. 12; EVz, EVW)2

Sec. 13; NWhk

T-20-S, R-23-E

Sec. 1; Lot 3

T-19-S, R-23-E

Sec. 13; NEWK

T-20-S, R-24-E

Lo.15

1398.81

Sec. 8; SWKNWh, EVNWA,
NE¥, S%
Sec. 9; Nwk

Sec. 17;
Sec. 18;
EYaNW,

Nwi
Lots 1,2,

NE¥

NM-81
Q7-31-76

NM-82
07-31-76

NM-661
10-31-76

NM-898
11-30-76

NM-1358
01-31-77

NM-1359
01-31-77

NM-1361

USA
12.5

USA
12.5

USA
12.5

USA
12.5

USA
12.5

USA
12.5

USA

Gulf 0il Corp.

Gulf 0Oil Corp.

Gulf Oil Corp.

Gulf 0il Corp.

Gulf 0il Corp.

Allied Chem. Co.

Gulf 0il Corp.

A1l

A1l

All

All

All

All

All

Rosalie Flanagan

Eva Marie Jolliff

Melvin Rossman

Katherine E. Connell

Roy E. McDonald
Dean Rowell

Harold B. Ehrlich &
Jack Brynberg

Reva Powers

5.0%

W.OWA\N

5.0%

5.0%

6.25%

5.0%

Gulf 0il Corp.

Gulf 0il Corp.

Gulf 0il Corp.

Gulf 0il Corp.

Gulf 0il Corp.

Allied Chem. Co.

Gulf 0il Corp.

All

All

All

All

All

All

All
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16.

17.

18.

19.

20.

T-20-8, R-24-E

Sec. 8; NWENWK

T-19-S, R-2L4-E

Sec. 33; SE.SEk

T-19-S, R-24-E

Sec. 29; All

T-20-S, R-24-E

Sec. 7; NEWLNWK

T-20-S, R-2L-E

Sec. 16; SEUNEW,

N, SENSWS, SWkSE%

T-19-S, R-24-E

Sec. 32; All

T-20-S, R-2L-E

Sec. 16; NNEW,

STATE OF NEW MEXICO LANDS

All

All

All

All

A1l

A1l

Lo .00 NM-1369 USA Gulf 0il Corp.
01-31-77 12.5
Lo.oo NM-2813 USA Yates Petr. Corp.
01-31-77 12.5
640.00 NM-13621 USA AMOCO Prod. Co.
04-30-81 12.5
40 .00 NM-14119 USA Arlin B. Cooper
Total: &,830.00 acres Federal Lands, 83%.70% of Unit Area
280.00 K-6201 State Gulf 0il Corp.
07-19-76 12.5
640.00  L-1646 State Gulf Oil Corp.
11-19-78 12.5
360.00 L-6788 State Robert H. Hannifin All
12-01-81 12.5

SWNEW, NV:SH, SWhSWH,

SEUSE)

Total:

1,280.00 acres State of New Mexico Lands, 12.13% of Unit Area

L. C. Harris

Lester C. Hotchkiss

James R. Pickett

None

None

None

None

5.0% Gulf 0il Corp. A1l
L, 0% Yates Petr. Corp. All
5.0% AMOCO Prod. Co. All

Arlin B. Cooper All

Gulf Oil Corp. All
Gulf 0il Corp. All

Robert H. Hannifin Al:
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23.

2L,

Nmo

T-19-3, R-24-E

Sec, 28; NVNEW

T-19-S, R-2L4-E

Sec. 28; SYNEK,
NELSWY:, NWALSEWK

T-20-S, R-23-E

Sec. 1; Lot 4,
SWhNWK, WYaSWik
Sec. 12; NWENWK

FEE (PATENTED) LANDS

80.00  Fee Ed Pharris 6.25% Roger C. Hanks 50.0%
08-01-76 James McGivney 6.25% Yates Petr. Corp. 50.0%

160.00 Fee Frank Ruyan 12.50% Yates Petr. Corp. All
09-20-79

200.21 Fee Frank Ruyan 12.50% Allied Chem. Co. A1l
07-10-76 : .

Total: U440.21 acres Fee Lands, 4.17% of Unit Area

RECAPITULATION

8,8%0.03 acres Federal Land, 83.70% of Unit Area
1,280.00 acres State Land, 12.13% of Unit Area
Lho .21 acres Fee land, 4.17% of Unit Area

10,550.24 acres total 100.00% of Unit Area

None

None

None



