
AGREEMENT FOR SUBSURFACE 

wmmm ĜRAî -.HiDGE.AREA, M L C w I D L L 
• • • LEA COUNTY, NEI-7 MEXICO ' 

so-' ?4"-Qg-OCQl - r4-'2.71 

THIS AGREEMENT made and e n t e r e d i n t o aa o f t h e 3 ^ f ^ ^ & a y o f 

'November , 1975 w i t h an e f f e c t i v e d a t e as o f t h e 1 s t day o f N o v e m b e r , 

1975 , by and be tween t h e U n i t e d S t a t e s o f A m e r i c a , a c t i n g by and 

t h r o u g h t h e S e c r e t a r y o f I n t e r i o r , h e r e i n a f t e r r e f e r r e d t o as t h e 

" U n i t e d S t a t e s " , and L l a n o , I n c . , a New Mexico c o r p o r a t i o n , w i t h 

o f f i c e s a t Hobbs , N e w . M e x i c o , h e r e i n a f t e r r e f e r r e d t o as " L l a n o " . 

WITNESSETH: . . ' 

VTKEREAS, L l a n o i s t h e U n i t O p e r a t o r o f t h e Grama R i d g e M o r r o w 

U n i t A g r e e m e n t c o v e r i n g a l l o f S e c t i o n 34 , Townsh ip 2 1 S o u t h , Range 

34 E a s t a n d a l l o f S e c t i o n 3 , Township. 22' S o u t h , Range 34 E a s t , L e a 

C o u n t y , New Mexico w h i c h a r e l a n d s o f t h e S t a t e o f Nev; M e x i c o and -

w h i c h s a i d agreement was a p p r o v e d by t h e Cocsmissioner o f P u b l i c L a n d s 

o f t h e S t a t e o f Nev; Mexico on Augus t 27 , 1973 , and w h i c h , was e n t e r e d 

i t o f o r s econda ry r e c c . v a r y and gas s t o r a g e p u r p o s e s , w h i c h i s p e r m i t t e d 

under New M e x i c o s t a t u t e s .- and 

";HE?.£A3, L l a r . c :.3 t h e iwr.er ar.u n c _ - a r cne f o l l o w i n g d e s c r i b e * 

o i l and gas l eases e m b r a c i n g l a n d s o f the u n i t e d S t a t e s i s s u e d u n d e r 

and p u r s u a n t t o t h e p r o v i s i o n s o f t h e M i n e r a l L e a s i n g A c t as amended: 

(a) O i l and gas l e a s e e f f e c t i v e September 1 , 
19 61 b e a r i n g s e r i a l number NM D5867S, c o v e r i n g 



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

well producing from the Morrow formation located in the SE^SE^NW^s^/ 

Section 4, Township 22 South, Range 34 East, being a pax^~-ct~€ha 

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

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

Grama Ridge Morrow Unit Area, and 

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

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

the Morrow formation of Pennsylvanian age under Section 33, Township 

21 South, Range 34 East, except the SŴ NEJf of said Section, which 

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

by LBM Cattle Company, Inc. and 67.63% by Merchant Livestock Company, 

and 

WHEREAS, Llano i s the operator of a gas well producing from 

the Morrow formation located in the NWJjSE*; Section 33, known as the 

South Wilson Deep Unit No. 1 well, and 

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

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

Unit covers not only the two sections w i t h i n said u n i - bu; also Secci 

- • ^ ' - *T;=fiW-------̂  
WHEREAS, Llano proposes to enter i n t o a separata agreement w i t h 

the Commissioner of Public Lands of the Stata of Nev; Mexico for the 

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

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

A_iga .-icrrsw J a i ; Agreement, anc 

WHEREAS , Llano i s desirous of u-ci l i n i n g che Morrow formatter, 

underlying Section 4, Township 22 South, Range 2 4 "ash :r.s 3-ab-

vhich stcrace would be suooiemenral t o and ir. a d d i t i o n t o one area 



ILLEGIBLE 
by |thc subsurface gas storage agr^_ementj~which (Llano pro^pjoses_^i^. enter 

r.to with the Commissioner of Public Lands of the State of Nev/ Maxico 

-.overing portions of Section 33, Township 7.1 South, Range 34 Kast, and 

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

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

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

Gairir.a Ray-Sonic Log i n connection with the Federal GR-4 No. 1 v j e l l 

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

WHEREAS, the Mineral Leasing Act as amended (Mineral Leasing 

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

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

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

SECTION 1; The United States, i n consideration o f t h e c o n d i ­

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

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

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

a u t h o r i s e Llano t o stcr=: gas and at w i l l to i n j a c t g as_into and w i t h -

c_ L: • j a: c or %d their aw any p a r t i c u l a r q u a n t i f y oz gas other than such 

gas as i t s h a l l , i n i t s sola d i s c r a t i o n , deem advisable. The Un i t e d 

States dees hereby authorize Llano t o enter upon the surface o f t h e 

said gas storage r e s e r v o i r area to the extent t h a t s a i d s u r f a c e i s 

owned by the United States f o r the purpose of i n j e c t i n g gas i n t o c 

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

rr.ay aaraaraar oa a r i c e c . as provacec. ay sect i o n /. n e r a o i . 

-EaT-ON 1; 1 1 s h a l l cava tha raghc cc raworx or r e c o n d i t i o n 

rem the cas 



ILLEGIBLE, 
storage r e s e r v o i r area t o the extent ̂ " " _ S ^ k " s h a U " 

C U J- °a approved 
by the 0,1 and Cas Supervisor of.the United States G e o l o _ i c i l _ 

• Af-iJ-oai Survey 
as necessary or incident to the rights granted to Llano r 

j-.-i.ano pursiitcint t o 
th.s agreement. Llano agrees to conduct a l l operations h e r c i n " 

authorised for the lands subject to this, agreement i n a c c , 
. J l- J , c 1 3 1 accordance w i t h 

rhe O r l and Gas Operating Regulations g e n e r a l l y « p p l j c a M \ 
• - r_y a p p l i c a b l e t o f e d e r a l l y 

i M " s 1 3 0 C P R 2 2 1 ) • s " * » - — « y p r o t a c t i o n O P ' 

States a u t h o r ^ t o c o n s t r a o t _ l n s t a i ; i _ ^ 

and remove s t r u c t u r e s , p i p e l i n e s <^ - • 
a ' U " P S ' va lves and othc_, 

app l i ances necessarv Dqaf„ i __ „„ 
J ' u se ru i or convenient f o r -i-v,̂ , _ 

n t r o r t } i e Purpose o f t h i , 
agreement. 

« S R » 3: This a g r a e „ a „ t s h a l l „ „ l n j n f Q r o e a n ( j ^ • 

f o r a p e l i o a o £ a w y e „ 5 s o l o n ? t t e r e a f l e r M i i M o 5 h a i i . 

^ " " * » " ~ ~ — * — . « - o „ g e P t o s e s _ , l o , , 
sooner t ^ i , , , , t e d as P „ v i c t e a t „ S 8 t ; t i o „ , „ ' 

i t a . i n , 

f 

SECTION 4: Noth ing In th , : : - ^ a , ^ ^ ^ ^ 
r t s t rued as 

t h a t t h e £^ 

leases and p r o v i d e d f u r t h e r tha t a n oo,a*-a-7'"I , " " : ^ 
_ _ _ _ _ ° ? e - a n i o n s - c o n d u c t e d the reon 

s h a i l be done i n r i p 6 » ' " _ h 3 ^ ^ ^ ~ ~ 
•-- ;• - ~ ~ — Z ^ T : : ~ 7 ; - wa..ne_ so as r o p reven t t h e 

-_s_ or gas our o f one Morrow"xo'rMation Undsirfein^i-bhf-



ILLEGIBLE 
I f Llano demonstrates t o the s a t i s f a c t i o n of t h e Area. O i l 

and Gas Supervisor of tho United s t a t e s Geological Survey t h a t s t o r e d 

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

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

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

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

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

such lands and/or formations s u b j e c t t o the same terms and c o n d i t i o n s 

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

h§s agreement. -

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

formations subject t o t h i s agreement are J.-> longer needed f o r t h e purpof. 

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

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

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

v i s o r . 

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

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

Llano agrees to render t o aha United States on or before t h i r t y days 

toaa 1 -:~.our.t of gas in^octad i n t o and wizhdravm from s a i d gas storage 

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

gas r e p o r t e d as i n j e c t e d and withdrawn each q u a r t e r sha3.1 be computed 

at a standard pressure of 15.025 pounds.per square i n c h a b s o l u t e and 

'a standard temperature of 6Q degrees Fahrenheit,, r e g a r d l e s s o f the 

._• r i _ - a no temperature a t which the gas was a c t u a l l y measured. 

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

the Aa-.; O i l and Gas Supervisor of tha u n i t e d Saatas G e o l o g i c a l Survey 

j7.Cr"lC:; ? l l c c o • : .. • • : r; a and the a f f e c t i v e 

cat-;: c f tha -within agreement, e i t h e r : 



ILLEGIBLE 
(a) To furnish forthwith, and maintain at a l l times thereafter, 

as may be required by the United States, a bond in the penal sura of 

$15,000-00 with approved corporate surety, conditioned upon compliance 

with the terms of this agreement; or 

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

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

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

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

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

t o 500 p s i s h u t - i n t u b i n g pressure remaining i n t h a t p a r t of the 

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

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

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

the' purposes of t h i s agreement i t i s assumed t h a t 1/4 of s a i d net 

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

Section 4 and therefore Llano agrees t o pay to the United States upon 

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

lump sum of $27,98 5.57. 

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

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

Saccion 4. S a i l t w e n t y - f i v e percent, being 1,215 , 4 41 MCF, may be 

wr- her awn from ths r e s e r v o i r wit.aour the payment of a d d i t i o n a l r o v a i t v 

or withdrawal fees. l a i s f u r t h e r agreed that the f i r s t 4,361,773 KCF 

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

as t h a t which was i n j e c t e d p r i o r to such date. 

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

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

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

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

:.'.al_ oe apportioned to "the-., t r a c t s wi t h i n the ges storage p r o j e c t i n 



ILLEGIBLE 
t o t a l acreage within the gas storage project and as to the federal 

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

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

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

approved by the Supervisor of the Geological Survey and the Commissioner 

i of Public Lands of the State of New Mexico. 
\ 

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

fee o f $.0025 per MCF and a withdrawal fee o f $.01 per MCF on 1/4 of 

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

l o c a t e d on the Grama Ridge U n i t Area or on Section 33, Township 21 South, 

Rnage 34 East or Section 4, Township 22 South, Range 34 East d u r i n g 

each calendar q u a r t e r ; provided, however, t h a t no withdrawal fee s h a l l 

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

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

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

to pay an advance annual storage fee of $640.00. Such payment r e p r e ­

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

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

SECTION 9 ( a ) : The amount of the i n j e c t i o n , withdrawal and 

storage foes see cut i n Section 3 hereof s h a l l ba subject to ranego-

s-access ive 10 year periods t h e r e a f t e r . In the event cf a f a i l u r e to 

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

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

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

Llano s h a l l have not more than 10 years from such -lata cf a ana g ca ra ai cn 

i n -which ao complete the withdrawal cf gas and to remove i t s f a c i l i t i e s , 

aa the end of which period t h i s agreement s h a l l teraninata. Any gas 

remaining ia aha Morrow formation beneath tha f e d e r a l t r a c t s or any 

t e r m i n a t i o n of t h i s agreement s h a l l become tha property cf the c'nitad 



ILLEGIBLE 
(b) The United States reserves the right to terminate t h i s 

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

vi o l a t e any of the terms, conditions or provisions of t h i s agreement 

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

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

SECTION 10: In connection v/ith the performance of work under 

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

Section 202 (1) to (7) inc l u s i v e , of Executive Order 1124 6 (30 F.R. 

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

t h i s agreement. 

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

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

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

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

p e r t a i n i n g t o operations hereunder or the payments herein provided. 

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

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

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

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

sary f or the use of liar.c ia the i n j e c t i n g , 3 nor inc ano removing of 

gaa therefrom. 

SSCTI !H _2 . Z'i i s also r a r t her agreed mar no member of or 

delegate to Congress or resident commissioner after his election or ' , 

re­

appointment or either before or after he has qualified and during O 

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

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

i n ana- agreement or derive any b e n e f i t that may arise therefrom, 

and the provisions of Section 3741 of the Revised Statutes of the 

Unitad States, as amended (41 U.S.C. Sea. 22; and Sections 431 , 4 32 

form a pa r t of t h i s agreement so f a r as the same say be a c o l i c a b l e . 

-3-



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

o b l i g a t i o n hereunder s h a l l extend to and be b i n d i n g upon and e v e r y 

b e n e f i t hereof s h a l l i n u r e t o , the s u c c e s s o r s or a s s i g n s of t h e 

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

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

the S e c r e t a r y of the I n t e r i o r , and L lano by i t s p r e s i d e n t and s e c r e t a r y , 

hae executed the foregoing instrument and s a i d L l a n o has c a u s e d i t s 

c o r p o r a t e s e a l t o be a f f i x e d on the date of e x e c u t i o n . 

THE UNITED STATES OF AMERICA 

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

ATTEST: /n ^ / LLANO / TNG. 

• ^ \ M < \ < W C ~ y ( J ^ C ^ t ^ : By 
cX&&*£i*d?' . e c r a _ a r v -Jrivx.____ij / i T\Q , ' P r e s i d e n t 

STATE OF NEW MEXICO ) 
: s s 

COUNTY OF LEA ) 

The foregoing instrument was acknowledged before me this -yj$'i 

day o f F e b r u a r y , 1975 by ^)Or>JX.!}/J- ' ^O, ' -

Pres ;_Gar_t_ oz Liar . - . , _ nc . ,. a New Mexico c o r c o n t i o n , on b e h a l f c f , a i : 

cor*>ora _n.n . 

\ \ 

> / 9 N o t a r y P u b l i c 

1/ 

Kv taram_55_on _x 

- 3 -



r 

ILLEGIBLE 
AMENDMENT TO THE AGREEMENT 

FOR SUBSURFACE STORAGE OF GAS, MORROW FORMATION, 
GRAMA RIDGE AREA, LEA COUNTY, NEV! MEXICO 

AGREEMENT NO. 14-08-0001-14277 

THIS AMENDMENT amends the Agreement For The Subsurface Storage o f 

Gas, Morrow Format ion, Grama Ridge Area, Lea County, New Mexico, Agreement No. 

14-08-0001-14277. Th is amendment i s made and entered i n t o as o f t h i s 15th 

day of Apr i l 1981 , wi th an e f fec t i ve date of 1st day 

of A p r i l 1981 ^ jjy a n ( j between the United States o f Amer ica , 

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

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

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

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

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

".1-08-0001-14277, made and en te red i n t o as of the 24th day o f November, 1975, 

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

Sta tes o f America, a c t i n g by and through the Secretary of I n t e r i o r , and L l a n o , 

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

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

-„ie C-or.smssioner o f ?uc • i c lanes o f tne State af Hew N'axico on August 27 , 19 7 1 , 

as amended by imendinent dated September 1 , 1975, ac inc lude a.ae above r e f e r e n c e ; 

Sect ion 32, and 

FURTHER, s-jch Uni t Agreement arov^dos f o r secondary recover;/ =nd gas 

; t o r a a-.- auraoses, a l ; a f ,h ; , cr. i s oenai atea sna&r Kew nexicc s t t t J t s s , and 



ILLEGIBLE 
c o n d i t i o n s then app l i cab le to the lands and format ions p rev i ous l y committed to 

the Storage Agreement, i f Llaivu demonstrates to the s a t i s f a c t i o n o f t h e Deputy 

Conservat ion Manager, Oi I s Gas, Un i ted States Geological Survey t h a t s t o r e d 

qas i s m i g r a t i n g from the Morrow f o rma t i on to o the r format ions o r t h a t 

s t o r e d gas i s expanding beyond the l i m i t s o f the gas storage r e s e r v o i r area. 

WHEREAS, Llano i s the owner and ho lder o f the f a l l o w i n g o i l and gas 

leases embracing lands o f t h e . U n i t e d Sta tes issued under t he .M ine ra l Leasing 

A c t . o f 1920 as ainanded: 

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

MM-033312 cover ing the \<h and SE'j o f Sec t ion 10, T22S, R34E, and c o n t a i n i n g 480 

a c r e s , more or l ess . 

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

KM-C49943 cover ing tne NE* o f Sect ion 10, T22S, R34E, and c o n t a i n i n g 15C a c r e s , 

more or l e s s . 

WHEREAS, Llano i s the ope ra to r of a gas wal l producing f rom tha Morrow 

fo rmat ion Icoa ted in the SE1;NVJ% o f Sect ion 10, known as the Llano-Government "A" 

\ 'c. I , through trr 's amendment, des i res t c add the Ll ano-Gove'-nment "A" Mc. 1 w e l l 

WKEAiAS, - .ano acqu;red tne in t a r e s t J ~ The Super ior Oi i Company m 

tha Government "A" ,','c. 1 we l l e f f e c t i v e February 1 , 1978, sa ic we l l be ing d e d i ­

cated to i n t e r s t a t e conwserca by Cont rac t dated June 13, 1956, between The Super io r 

Oi l Company and - h i 1 l i a s Petro leum Company and Contract dated August 3 1 , 1964, 



ILLEGIBLE 
Order issued October 29, 1979, by the FERC, h e r e i n a f t e r "FERC Orde r " , s u b j e c t 

to the s t i p u l a t i o n s t h a t the remaining recoverab le reserves o f 413 MMCF o f gas 

(a t 15.025 ps ia ) as o f September 1 , 1978, s h a l l be d e l i v e r e d t o P h i l l i p s f rom 

the Government "A" No. 1 we l l o r f rom- the Grama Ridge Storage P r o j e c t a t r a t e s 

up to 750 MCFPD u n t i l the remaining reserves have been d e l i v e r e d and P h i l l i p s 

s h a l l pay f o r the gas d e l i v e r e d a t the same p r i c e per MCF which would have been 

paid under the June 13, 1966, percentage o f proceeds con t rac t . 

NOW THEREFORE,-. i t . is mutua l l y agreed as f o l l o w s : 

SECTION 1: Sect ion 8 o f the Agreement For Subsurface Storage Of Gas 

sha l l be amended to read: Llano agrees t o pay the Uni ted States an i n j e c t i o n 

fee o f $.0025 per MCF and a wi thdrawal fee o f $ .01 per MCF on t w o - f i f t h s ( 2 / 5 t h s ) 

of a l l gas i n j e c t e d or withdrawn from the_ j -ese rvo i r through any w e l l s l o c a t e d on 

the Grama Ridge Un i t Area or on S e c t i o n J 3 ^ T o w n s h i p 21 South, Range 34 E a s t , o r 

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

Range 34. East , dur ing each calendar q u a r t e r ; pro^TTdedT however, t h a t no w i t h ­

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

<oir gas. Such q u a r t e r l y i n j e c t i o n and w i thd rawa l fees sha l l be pa id on or 

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

to z&'j advsnes anr.va* ; to race fee 37 31,230.00. such sayment reoresents a 

iuoseccenr. anniversc ja Le .:ierea •. 

SECTION 2: Llano agrees to prepay the r o y a l t y due on the balance o f 

the 413 MMCF remaining recoverable reserves which have not been produced f ron: 

tha Govemnsnt "A" .'io. I wel l as o f the e f f e c t i v e date o f t h i s Amendment, such 



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

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

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

to be affixed on the date of execution. 

THE UNITED STATES OF AMERICA 



STATE OF NEW MEXICO ) 
. ) ss 

COUNTY OF LEA ) 

The foregoing instrument was acknowledged before me th is 

day of S ^ T A I J , . 1981, by Donald L. Garey , President 

o f Llano, Inc . , a Hew Mexico corporation, on behalf o f said corporation. 

Notary Public 

My C'oimiiss-ion',.Expires: 


