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1 UNIT AGREEMENT 

2 FOR THE DEVELOPMENT AND OPERATION 

3 OF THE 

/ DEER CANYON UNIT AREA 

5 COUNTY OP EDDY COUNTY 

6 STATE OF NEW MEXICO 

7 NO.__ 

3 THIS AGREEMENT entered i n t o as o f the 1ST day o f 

9 September , 1973, by and betv;een the p a r t i e s s u b s c r i b i n g , 

10 r a t i f y i n g , o r consenting hereto, and h e r e i n r e f e r r e d t o as 

11 the " p a r t i e s h e r e t o . " 

12 

13 WITNESSETH: 

14 WHEREAS, the p a r t i e s h e r e t o are t h e owners o f working, 

15 r o y a l t y , or o t h e r o i l and gas i n t e r e s t i n t h e u n i t area sub-

16 j e c t t o t h i s agreement; and 

17 WHEREAS, the M i n e r a l Leasing Act o f February 25, 1920, 41 

IB S t a t . 437, as amended, 30 U.S.C. Sees. 181 e t seq., a u t h o r i z e s 

19 Federal Lesees and t h e i r r e p r e s e n t a t i v e s t o u n i t e w i t h each 

20 o t h e r , or j o i n t l y or s e p a r a t e l y w i t h o t h e r s , i n c o l l e c t i v e l y 

21 adopting and o p e r a t i n g a coo p e r a t i v e o r u n i t p l a n o f develop-

22 ment or o p e r a t i o n o f any o i l o r gas p o o l , f i e l d , o r l i k e area, 

23 o r any p a r t t h e r e o f f o r the purpose o f more p r o p e r l y conserv-

24 i n g the n a t u r a l resources t h e r e o f whenever determined and cer-

25 t i f i e d by the Secretary of the I n t e r i o r t o be necessary or 

26 advisa b l e i n the p u b l i c i n t e r e s t ; and 

27 Whereas, the Commissioner o f P u b l i c Lands o f the State o f 

28 New Mexico i s a u t h o r i z e d by an Act o f t l i e L e g i s l a t u r e (Sec. 7-

29 11-39 N.M. S t a t u t e s 1953 Annotated) t o consent t o or approve 

30 t h i s agreement on b e h a l f o f the State o f Nev/ Mexico, i n s o f a r 



1 as i t covers and includes lands and mineral i n t e r e s t s of the 

2 State of New Mexico; and 

3 WHEREAS, the O i l Conservation Commission of the State of 

4 New Mexico i s authorized by an act of the Legislature ( A r t i c l e 

5 3, Chapter 65, Vol. 9, Part 2, 1953 Statutes) to approve t h i s 

6 agreement and the conservation provisions hereof; and 

7 WHEREAS, the p a r t i e s hereto hold s u f f i c i e n t i n t e r e s t s i n 

8 the Deer Canyon Unit Area covering the land hereinafter des-

9 cribed to give reasonably e f f e c t i v e c o n t r o l of operations 

10 t h e r e i n ; and 

11 WHEREAS, i t i s tne purpose of the p a r t i e s hereto to con-

12 serve natural resources, prevent waste, and secure other 

13 benefits obtainable through development and operation of the 

14 area subject t o t h i s agreement under the terms, conditions, 

15 and l i m i t a t i o n s herein set f o r t h ; 

16 NOW, THEREFORE, i n consideration of the premises and the 

17 promises herein contained, the p a r t i e s hereto commit to t h i s 

18 agreement t h e i r respective i n t e r e s t s i n the below defined 

19 u n i t area, and agree severally among themselves as follows: 

20 1. ENABLING ACT AND REGULATIONS. The Mineral Leasing 

21 Act of February 25, 1920, as amended, supra, and a l l v a l i d 

22 p e r t i n e n t regulations, including operating and u n i t plan regu-

23 l a t i o n s , heretofore issued thereunder or v a l i d , p e r t i n e n t and 

24 reasonable regulations hereafter issued thereunder are accept-

25 ed and made a part of t h i s agreement as to Federal lands, pro-

26 vided such regulations are not inconsistent w i t h the terms of 

27 t h i s agreement; and as to non-Federal lands, the o i l and gas 

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

29 governing d r i l l i n g and producing operations, not inconsistent 

30 w i t h the terms hereof or the laws of the State i n which the 



1 non-Federal land i s located, are hereby accepted and made a 

2 p a r t of t h i s agreement. 

3 2. UNIT AREA. The area specified on the map attached 

4 hereto marked E x h i b i t "A" i s hereby designated and recognized 

5 as c o n s t i t u t i n g the u n i t area, containing 10,620.45 acres, 

6 more or less. 

7 E x h i b i t "A" shows, i n addition to the boundary of the 

8 u n i t area, the boundaries and i d e n t i t y of t r a c t s and leases i n 

9 said area t o the extent kmwn to the Unit Operator. E x h i b i t 

10 "B" attached hereto i s a schedule showing t o the extent known 

11 to the Unit Operator the acreage, percentage, and kind of 

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

13 area. However, nothing herein or i n said schedule or map s h a l l 

14 be construed as a representation by any pa r t y hereto as to the 

15 ownership of any i n t e r e s t other than such i n t e r e s t or i n t e r e s t s 

16 as are shown i n said map or schedule as owned by such party. 

17 Exhibits "A" and "B" s h a l l be revised by the Unit Operator 

18 whenever changes i n the u n i t area render such rev i s i o n necess-

19 ary, or when requested by the O i l and Gas Supervisor, herein-

20 a f t e r r e f e r r e d t o as "Supervisor", or when requested by the 

21 Commissioner o f Public Lands of the State of New Mexico, here-

22 i n a f t e r r e f e r r e d t o as "Commissioner", and not less than f i v e 

23 copies of the revised e x h i b i t s s h a l l be f i l e d w i t h the Super-

24 v i s o r , and two copies thereof s h a l l be f i l e d w i t h the Commiss-

25 ioner, and one copy w i t h the New Mexico O i l Conservation Com-

26 mission, he r e i n a f t e r referred t o as "Commission". 

27 The above-described u n i t area s h a l l when practicable be 

28 expanded t o include therein any a d d i t i o n a l lands or s h a l l be 

29 contracted t o exclude lands whenever such expansion or contrac-

30 t i o n i s deemed t o be necessary or advisable to conform w i t h the 
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1 purposes of t h i s agreement. Such expansion or contraction 

2 s h a l l be effected i n the following manner: 

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

4 Director of the Geological Survey, hereinafter referred to as 

5 "Director", or on demand of the Commissioner, a f t e r preliminary 

6 concurrence by the Director and the Commissioner, s h a l l prepare 

7 a notice of proposed expansion or contraction describing the 

8 contemplated changes i n the boundaries of the u n i t area, the 

9 reasons therefor, and the proposed e f f e c t i v e date thereof, pre-

10 ferably the f i r s t day of a month subsequent to the date of notice. 

11 (b) Said notice s h a l l be delivered t o the Supervisor, the 

12 Commissioner and the Commission and copies thereof mailed t o 

13 the* l a s t known address of each working i n t e r e s t owner, lessee, 

14 and lessor whose i n t e r e s t s are affected, advising t h a t 30 days 

15 w i l l be allowed f o r submission to the Unit Operator of any 

16 objections. 

17 (c) Upon e x p i r a t i o n of the 30-day period provided i n the 

18 preceding item (b) hereof, Unit Operator s h a l l f i l e w i t h the 

19 Supervisor, the Commissioner and the Commission evidence of 

20 mailing of the notice of expansion or contraction and a copy 

21 of any objections thereto which have been f i l e d w i t h the Unit 

22 Operator, together w i t h an app l i c a t i o n i n s u f f i c i e n t number, 

23 f o r approval of such expansion or contraction and w i t h appro-

24 p r i a t e joinders. 

25 (d) A f t e r due consideration of a l l p e r t i n e n t information, 

26 the expansion or contraction s h a l l , upon approval by the Super-

27 v i s o r , the Commissioner and the Commission, become e f f e c t i v e 

28 as of the date prescribed i n the notice thereof. 

29 (e) A l l l e g a l subdivisions of lands ( i . e . , 40 acres by 

30 Government survey or i t s nearest l o t or t r a c t equivalent; i n 
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1 i n s t a n c e s o f i r r e g u l a r surveys u n u s u a l l y l a r g e l o t s o r t r a c t s 

2 s h a l l be considered i n m u l t i p l e s o f 40 acres or the nearest 

3 a l i q u o t e q u i v a l e n t t h e r e o f ) , no p a r t s o f which are e n t i t l e d t o 

4 be i n a p a r t i c i p a t i n g area on or before the f i f t h a nniversary 

5 o f the e f f e c t i v e date o f the f i r s t i n i t i a l p a r t i c i p a t i n g area 

6 e s t a b l i s h e d under t h i s u n i t agreement, s h a l l be e l i m i n a t e d 

7 a u t o m a t i c a l l y from t h i s agreement, e f f e c t i v e as o f said, f i f t h 

8 a n n i v e r s a r y , and such lands s h a l l no longer be a p a r t o f the 

9 u n i t area and s h a l l no longer be s u b j e c t t o t h i s agreement, 

10 unless d i l i g e n t d r i l l i n g o p e r a t i o n s are i n progress on u n i t -

11 i z e d lands not e n t i t l e d t o p a r t i c i p a t i o n on s a i d f i f t h a n n i -

12 v e r s a r y , i n which event a l l such lands s h a l l remain s u b j e c t 

13 h e r e t o so long as such d r i l l i n g o p e r a t i o n s are continued d i l i -

14 g e n t l y w i t h n o t more than 90 days' time e l a p s i n g between t h e 

15 completion o f one w e l l and the commencement o f the next w e l l . 

16 A l l l e g a l s u b d i v i s i o n s o f lands not e n t i t l e d t o be i n a p a r t i -

17 c i p a t i n g area w i t h i n 10 years a f t e r t he e f f e c t i v e date o f the 

18 f i r s t i n i t i a l p a r t i c i p a t i n g area approved under t h i s agreement 

19 s h a l l be a u t o m a t i c a l l y e l i m i n a t e d from t h i s agreement as o f 

20 s a i d t e n t h a n n i v e r s a r y . A l l lands proved p r o d u c t i v e by d i l i -

21 gent d r i l l i n g o p e r a t i o n s a f t e r t he a f o r e s a i d 5-year p e r i o d 

22 s h a l l become p a r t i c i p a t i n g i n the same manner as d u r i n g s a i d 

23 5-year p e r i o d . However, when such d i l i g e n t d r i l l i n g o p e r a t i o n s 

24 cease, a l l n o n p a r t i c i p a t i n g lands s h a l l be a u t o m a t i c a l l y e l i m -

25 i n a t e d e f f e c t i v e as o f the 91st day t h e r e a f t e r . The U n i t 

26 Operator s h a l l , w i t h i n 90 days a f t e r t h e e f f e c t i v e date o f any 

27 e l i m i n a t i o n hereunder, describe the area so e l i m i n a t e d t o the 

28 s a t i s f a c t i o n o f t h e Supervisor and the Commissioner, and promptly 

29 n o t i f y a l l p a r t i e s i n i n t e r e s t . 

30 I f c o n d i t i o n s w a r r a n t extension o f the 10-year p e r i o d 



1 specified i n t h i s subsection 2(e), a single extension of not 

2 to exceed 2 years may be accomplished by consent of the owners 

3 of 90% of the working i n t e r e s t s i n the current nonparticipat-

4 ing u n i t i z e d lands and the owners of 60% of the basic r o y a l t y 

5 i n t e r e s t s (exclusive of the basic r o y a l t y i n t e r e s t s of the 

6 United States) i n nonparticipating u n i t i z e d lands w i t h appro-

7 v a l of the Director and Commissioner, provided such extension 

8 ap p l i c a t i o n i s submitted t o the Director and Commissioner not 

9 l a t e r than 60 days p r i o r to the e x p i r a t i o n of said ten-year 

10 period. 

11 Any expansion of the u n i t area pursuant to t h i s section 

12 which embraces lands theretofore eliminated pursuant t o t h i s 

13 subsection 2(e) s h a l l not be considered automatic commitment 

14 or recommitment of such lands. 

15 3. UNITIZED LAND AND UNITIZED SUBSTANCES. A l l land 

16 committed t o t h i s agreement s h a l l c o n s t i t u t e land referred t o 

17 herein as " u n i t i z e d land" or "land subject to t h i s agreement". 

IB A l l o i l and gas i n any and a l l formations of the u n i t i z e d land 

19 are u n i t i z e d under the terms of t h i s agreement and herein are 

20 c a l l e d " u n i t i z e d substances". 

21 4. UNIT OPERATOR. ROBERTS, KOCH & CARTWRIGHT a partner-

22 ship composed of Ross D. Roberts, Charles E. Koch and Jack C. 

23 Cartwright i s hereby designated as Unit Operator and by signa-

24 ture hereto as Unit Operator agrees and consents to accept the 

25 duties and obli g a t i o n s of Unit Operator f o r the discovery, de-

26 velopment, and production of u n i t i z e d substances as herein 

27 provided. Whenever reference i s made herein to the Unit Oper-

28 ator, such reference means the Unit Operator acting i n t h a t 

29 capacity and not as an owner of i n t e r e s t i n u n i t i z e d substances, 

30 and the term "working i n t e r e s t owner" when used herein s h a l l 
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1 include or r e f e r t o Unit Operator as the owner of a working 

2 i n t e r e s t when such an i n t e r e s t i s owned by i t . 

3 5. RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit Opera-

4 t o r s h a l l have the r i g h t t o resign at any time p r i o r to the 

5 establishment of a p a r t i c i p a t i n g area or areas hereunder, but 

6 such resignation s h a l l not become e f f e c t i v e so as to release 

7 Unit Operator from the duties and o b l i g a t i o n s of Unit Operator 

8 and terminate Unit Operator's r i g h t s as such f o r a period of 

9 6 months a f t e r notice of i n t e n t i o n t o resign has been served 

10 by Unit Operator on a l l working i n t e r e s t owners and the Super-

11 v i s o r , the Commissioner and the Commission, and u n t i l a l l w e l l s 

12 then d r i l l e d hereunder are placed i n a s a t i s f a c t o r y condition 

13 f o r suspension or abandonment whichever i s required by the 

14 Supervisor as t o Federal lands and by the Commission as to State 

15 and p r i v a t e l y owned lands, unless a new Unit Operator s h a l l have 

16 taken over and assumed the duties and o b l i g a t i o n s of Unit Oper-

17 ator p r i o r to the ex p i r a t i o n of said period. 

18 Unit Operator s h a l l have the r i g h t to resign i n l i k e 

19 manner and subject t o l i k e l i m i t a t i o n s as above provided at any 

20 time a p a r t i c i p a t i n g area established hereunder i s i n existence, 

21 but, i n a l l instances of resignation or removal, u n t i l a success-

22 or Unit Operator i s selected and approved as hereinafter pro-

23 vided, the working i n t e r e s t owners s h a l l be j o i n t l y responsible 

24 f o r performance of the duties of Unit Operator, and s h a l l , not 

2 5 l a t e r than 30 days before such resignation or removal becomes 

26 e f f e c t i v e , appoint a common agent t o represent them i n any actio n 

27 t o be taken hereunder. 

28 The resignation of Unit Operator s h a l l not release Unit 

29 Operator from stay l i a b i l i t y f o r a.iy def a u l t by i t hereunder 

30 occurring p r i o r t o the effectxve date of i t s resignation. 



1 The Unit Operator may, upon default or f a i l u r e i n the 

2 performance of i t s duties or obl i g a t i o n s hereunder, be sub-

3 j e c t t o removal by the same percentage vote of the owners of 

4 working i n t e r e s t s as herein provided f o r the selection of a 

5 new Unit Operator. Such removal s h a l l be e f f e c t i v e upon 

6 notice thereof t o the Supervisor and the Commissioner. 

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

8 agreement s h a l l not terminate i t s r i g h t , t i t l e or i n t e r e s t as 

9 the owner of a working i n t e r e s t or other i n t e r e s t i n u n i t i z e d 

10 substances, but upon the resignation or removal of Unit Oper-

11 : ator becoming e f f e c t i v e , such Unit Operator s h a l l d e l i v e r 

12 possession of a l l w e l l s , equipment, materials and appurtenances 

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

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

15 Unit Operator i s elected, to be used f o r the purpose of con-

16 ducting u n i t operations hereunder. Nothing herein s h a l l be 

17 construed as authorizing removal of any mat e r i a l , equipment and 

18 appurtenances needed f o r the preservation of any we l l s . 

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

20 tender h i s or i t s resignation as Unit Operator or s h a l l be re-

21 moved as hereinabove provided, or a change of Unit Operator i s 

22 negotiated by working i n t e r e s t owners, the owners of the working 

23 i n t e r e s t s i n the p a r t i c i p a t i n g area or areas according t o t h e i r 

24 respective acreage i n t e r e s t s i n such p a r t i c i p a t i n g area or areas, 

25 or, u n t i l a p a r t i c i p a t i n g area s h a l l h?.ve been established, the 

26 owners of the working i n t e r e s t s according t o t h e i r respective 

27 acreage i n t e r e s t s i n a l l u n i t i z e d land, s h a l l by maj o r i t y vote 

28 select a successor Unit Operator: Provided, That, i f a ma j o r i t y 

29 but less than 7 5 per cent of the working i n t e r e s t s q u a l i f i e d 

30 t o vote are owned by one party to t h i s agreement, a concurring 
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1 vote of one or more ad d i t i o n a l working i n t e r e s t owners s h a l l 

2 be required t o select a new operator. Such selection s h a l l 

3 not become e f f e c t i v e u n t i l 

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

5 the duties and r e s p o n s i b i l i t i e s of Unit Operator, and 

6 (b) the selection s h a l l have been approved by the Super-

7 v i s o r and the Commissioner. 

8 I f no successor Unit Operator i s selected and q u a l i f i e d 

9 as herein provided, the Director and Commissioner at t h e i r 

10 e l e c t i o n may declare t h i s u n i t agreement terminated. 

11 7. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT. 

12 I f the Unit Operator i s not the sole owner of working i n t e r e s t , 

13 costs and expenses incurred by Unit Operator i n conducting 

14 u n i t operations hereunder s h a l l be paid and apportioned among 

15 and borne by the owners of working i n t e r e s t s , a l l i n accord-

16 ance w i t h the agreement or agreements entered i n t o by and be-

17 tween the Unit Operator and the owners of working i n t e r e s t s , 

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

19 or agreements entered i n t o between the working i n t e r e s t owners 

20 and the Unit Operator as provided i n t h i s section, whether 

21 one or more, are herein r e f e r r e d t o as the " u n i t operating 

22 agreement". Such u n i t operating agreement s h a l l also provide 

23 the manner i n which the working i n t e r e s t owners s h a l l be en-

24 t i t l e d t o receive t h e i r respective proportionate and allocated 

25 share of the b e n e f i t s accruing hereto i n conformity w i t h t h e i r 

26 underlying operating agreements, leases or other independent 

27 contracts, and such other r i g h t s and o b l i g a t i o n s as between 

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

29 upon by Unit.Operator and the working i n t e r e s t owners; however, 

30 no such u n i t operating agreement s h a l l be deemed ei t h e r t o 
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1 modify any of the terms and conditions of t h i s u n i t agreement 

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

3 established under t h i s u n i t agreement, and i n case of any 

4 inconsistency or c o n f l i c t between t h i s u n i t agreement and the 

5 u n i t operating agreement, t h i s unit agreement s h a l l govern. 

6 Three true copies of any u n i t operating agreement executed 

7 pursuant t o t h i s section should be f i l e d w i t h the Supervisor 

8 and two true copies w i t h the Commissioner and one true copy 

9 w i t h the Commission, p r i o r to approval of t h i s u n i t agreement. 

10 8. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Except as 

11 otherwise s p e c i f i c a l l y provided herein, the exclusive r i g h t , 

12 p r i v i l e g e , and duty of exercising any and a l l r i g h t s of the 

13 p a r t i e s hereto which are necessary or convenient f o r prospect-

14 ing f o r , producing, s t o r i n g , a l l o c a t i n g , and d i s t r i b u t i n g the 

15 u n i t i z e d substances are hereby delegated t o and s h a l l be exer-

16 cised by the Unit Operator as herein provided. Acceptable 

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

18 Unit Operator and, together w i t h t h i s agreement, s h a l l c o n s t i -

19 t u t e and define the r i g h t s , p r i v i l e g e s , and obligations of 

20 Unit Operator. Nothing herein, however, s h a l l be construed 

21 t o tran s f e r t i t l e t o any land or to any lease or operating 

22 agreement, i t being understood t h a t under t h i s agreement the 

23 Unit Operator, i n i t s capacity as Unit Operator, s h a l l exer-

24 cise the r i g h t s of possession and use vested i n the p a r t i e s 

25 hereto only f o r the purposes herein s p e c i f i e d . 

26 9. DRILLING TO DISCOVERY. Within 6 months a f t e r the 

27 e f f e c t i v e date hereof, the Unit Operator s h a l l begin t o d r i l l 

28 an adequate t e s t w e l l at a loc a t i o n approved by the Supervisor, 

29 i f on Federal land, or by tne Land Commissioner i f on State 

30 land, or by the Commission i f on fee land, unless on such 
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1 e f f e c t i v e date a w e l l i s being d r i l l e d conformably w i t h the 

2 terms hereof, and t h e r e a f t e r continue such d r i l l i n g d i l i g e n t l y 

3 u n t i l the upper M i s s i s s i p p i a n ( B a r n e t t Shale) f o r m a t i o n has 

4 been p e n e t r a t e d and a l l formations o f the Pennsylvanian age 

5 have been t e s t e d , o r u n t i l a t a l e s s e r depth u n i t i z e d sub-

6 stances s h a l l be discovered which can be produced i n paying 

7 q u a n t i t i e s ( t o - w i t : q u a n t i t i e s s u f f i c i e n t t o repay the costs 

3 o f d r i l l i n g , completing, and producing o p e r a t i o n s , w i t h a 

9 reasonable p r o f i t ) or the U n i t Operator s h a l l , a t any t i m e , 

10 e s t a b l i s h t o the s a t i s f a c t i o n o f the Supervisor, i f on Federal 

11 l a n d , o r t h e Commissioner i f l o c a t e d on State lands, or the 

12 Commission i f l o c a t e d on fee lands, t h a t f u r t h e r d r i l l i n g o f 

13 s a i d w e l l would be unwarranted or i m p r a c t i c a b l e , p r o v i d e d 

14 however, t h a t U n i t Operator s h a l l not i n any event be r e q u i r e d 

15 t o d r i l l s a i d w e l l t o a depth i n excess o f 8,7 00 f e e t . U n t i l 

16 t h e discovery o f a depo s i t o f u n i t i z e d substances i n paying 

17 q u a n t i t i e s i s completed t o t h e s a t i s f a c t i o n o f s a i d Supervisor 

18 i f on Federal l a n d , o r the Commissioner i f on State l a n d , o r 

19 t h e Commission i f on fee land, o r u n t i l i t i s reasonably proved 

20 t h a t t h e u n i t i z e d land i s incapable o f producing u n i t i z e d sub-

21 stances i n paying q u a n t i t i e s i n the formations d r i l l e d here-

22 under. Nothing i n t h i s s e c t i o n s h a l l be deemed t o l i m i t t ne 

23 r i g h t o f t h e U n i t Operator t o r e s i g n as pr o v i d e d i n Section 5 

24 hereof, o r as r e q u i r i n g U n i t Operator t o commence o r continue 

25 any d r i l l i n g d u r i n g the p e r i o d pending such r e s i g n a t i o n becom-

26 i n g e f f e c t i v e i n order t o comply w i t h the requirements o f t ^ i i s 

27 s e c t i o n . The Supervisor and Commissioner may modify the d r i l i -

28 i n g requirements o f t h i s s e c t i o n by g r a n t i n g reasonable exten-

29 sions o f time when, i n t h e i r o p i n i o n , such a c t i o n i s warranted. 

30 Upon f a i l u r e t o commence any w e l l p r o v i d e d f o r i n t h i s s e c t i o n 
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1 w i t h i n the time allowed, including any extension of time grant-

2 ed by the Supervisor and the Commissioner, t h i s agreement w i l l 

3 automatically terminate; upon f a i l u r e to continue d r i l l i n g 

4 d i l i g e n t l y any w e l l commenced hereunder, the Supervisor and 

5 Commissioner may, a f t e r 15 days notice t o the Unit Operator, 

6 declare t h i s u n i t agreement terminated. 

7 10. SURFACE MANAGEMENT STIPULATION. Nothing i n t h i s 

8 agreement s h a l l modify the special Federal-lease s t i p u l a t i o n s 

9 r e l a t i n g to surface management, attached to and made a part of, 

10 O i l and Gas leases covering lands w i t h i n the Unit Area. 

11 11. PLAN OF FURTHER DEVELOPMENT AND OPERATION. Within 

12 6 months a f t e r completion of a w e l l capable of producing u n i t -

13 ized substances i n paying q u a n t i t i e s , the Unit Operator s h a l l 

14 submit f o r the approval of the Supervisor and the Commissioner 

15 an acceptable plan of development and operation f o r the u n i t i z e d 

16 land which, when approved by the Supervisor and the Commissioner, 

17 s h a l l c o n s t i t u t e the f u r t h e r d r i l l i n g and operating obligations 

18 of the Unit Operator under t h i s agreement f o r the period speci-

19 f i e d t h e r e i n . Thereafter, from time t o time before the expir-

20 ation of any e x i s t i n g plan, the Unit Operator s h a l l submit f o r 

21 the approval of the Supervisor and the Commissioner a plan f o r 

22 an add i t i o n a l specified period f o r the development and operation 

23 of the u n i t i z e d land. 

24 Any plan submitted pursuant to t h i s section s h a l l provide 

25 fo r the exploration of the u n i t i z e d area and f o r the d i l i g e n t 

26 d r i l l i n g necessary f o r determination of tne area or areas there-

27 of capable of producing u n i t i z e d substances i n paying q u a n t i t i e s 

28 i n each and every productive formation and s h a l l be as complete 

29 and adequate as the Supervisor, the Commissioner and Commission 

30 may determine t o be necessary f o r timely development and proper 
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1 conservation of the o i l and gas resources of the u n i t i z e d 

2 area and s h a l l : 

3 (a) specify the number and locations of any wells 

4 to be d r i l l e d and the proposed order and time f o r 

5 such d r i l l i n g ; and 

6 (b) to the extent practicable, specify the operating 

7 practices regarded as necessary and advisable for 

8 proper conservation of natural resources. 

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

10 subject to the approval of the Supervisor, the Commissioner 

11 and the Commission. 

12 Plans s h a l l be modified or supplemented when necessary t o 

13 meet changed conditions or to protect the i n t e r e s t s of a l l 

14 p a r t i e s t o t h i s agreement. Reasonable diligence s h a l l be 

15 exercised i n complying w i t h the obligations of the approved 

16 plan of development. The Supervisor and Commissioner are 

17 authorized t o grant a reasonable extension of the 6-month 

18 period herein prescribed f o r submission of an i n i t i a l plan of 

19 development where such action i s j u s t i f i e d because of unusual 

20 conditions or circumstances. A f t e r completion hereunder of a 

21 w e l l capable of producing any u n i t i z e d substances i n paying 

22 q u a n t i t i e s , no f u r t h e r w e l l s , except such as may be necessary 

23 t o a f f o r d p r o t e c t i o n against operations not under t h i s agree-

24 ment and such as may be s p e c i f i c a l l y approved by the Supervisor 

25 and the Commissioner, s h a l l be d r i l l e d except i n accordance 

26 w i t h a plan of development approved as herein provided. 

27 12. PARTICIPATION AFTER DISCOVERY. Upon completion of 

28 a w e l l capable of producing u n i t i z e d substances i n paying 

29 q u a n t i t i e s or as soon thereafter as required by the Supervisor 

30 and Commissioner, the Unit Operator s h a l l submit f o r approval 
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1 by the Supervisor and Commissioner a schedule, based on subdiv-

2 isions of the public land survey or a l i q u o t parts thereof, of 

3 a l l land then regarded reasonably proved t o be productive i n 

4 paying q u a n t i t i e s ; a l l lands i n said schedule on approval of 

5 the Supervisor and Commissioner to co n s t i t u t e a p a r t i c i p a t i n g 

6 area, e f f e c t i v e as of the date of completion of such w e l l or 

7 the e f f e c t i v e date of t h i s unit agreement, whichever i s l a t e r . 

8 The acreages of both Federal and non-Federal lands s h a l l be 

9 based upon appropriate computations from the courses and d i s -

10 tances shown on the l a s t approved public land survey as of 

11 the e f f e c t i v e date of each i n i t i a l p a r t i c i p a t i n g area. Said 

12 schedule s h a l l also set f o r t h : the percentage of u n i t i z e d sub-

13 stances t o be allocated as herein provided to each t r a c t i n the 

14 p a r t i c i p a t i n g area so established, and s h a l l govern the a l l o -

15 cation of production commencing w i t h the e f f e c t i v e date of the 

16 p a r t i c i p a t i n g area. A separate p a r t i c i p a t i n g area s h a l l be 

17 established f o r each separate pool or deposit of u n i t i z e d sub-

18 stances or f o r any group thereof which i s produced as a single 

19 pool or zone, and any two or more p a r t i c i p a t i n g areas so estab-

20 lis h e d may be combined i n t o one, on approval of the Supervisor 

21 and the Commissioner. When production from two or more p a r t i -

22 c i p a t i n g areas, so established, i s subsequently found t o be 

23 from a common pool or deposit said p a r t i c i p a t i n g areas s h a l l 

24 be combined i n t o one e f f e c t i v e as of such appropriate date as 

25 way be approved or prescribed by the Supervisor and Commissioner. 

26 The p a r t i c i p a t i n g area or areas so established s h a l l be revised 

27 from time t o time, subject t o l i k e approval, to include a d d i t -

28 ional land then regarded as reasonably proved t o be productive 

29 i n paying q u a n t i t i e s or necessary f o r u n i t operations, or to 

30 exclude land then regarded as reasonably proved not to be pro-
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1 ductive i n paying q u a n t i t i e s and the schedule of a l l o c a t i o n 

2 precentages s h a l l be revised accordingly. The e f f e c t i v e date 

3 of any r e v i s i o n s h a l l be the f i r s t day of the month i n which 

4 i s obtained the knowledge or information on which such re-

5 v i s i o n i s predicated, provided, however, t h a t a more appro-

6 p r i a t e e f f e c t i v e date may be used i f j u s t i f i e d by the Unit 

7 Operator and approved by the Supervisor and Commissioner. No 

8 land s h a l l be excluded from a p a r t i c i p a t i n g area on account 

9 of depletion of the u n i t i z e d substances, except that any 

10 p a r t i c i p a t i n g area established under the provisions of t h i s 

11 u n i t agreement s h a l l terminate automatically whenever a l l 

12 completions i n the formation on which the p a r t i c i p a t i n g area 

13 i s based are abandoned. 

14 I t i s the i n t e n t of t h i s section t h a t a p a r t i c i p a t i n g 

15 area s h a l l represent the area known or reasonably estimated to 

16 be productive i n paying q u a n t i t i e s , but, regardless of any 

17 r e v i s i o n of the p a r t i c i p a t i n g area, nothing herein contained 

18 s h a l l be construed as r e q u i r i n g any r e t r o a c t i v e adjustment f o r 

19 production obtained p r i o r to the e f f e c t i v e date of the r e v i s i o n 

20 of the p a r t i c i p a t i n g area. 

21 I n the absence of agreement at any time between the Unit 

22 Operator and the Supervisor and Commissioner as to the proper 

23 d e f i n i t i o n or r e d e f i n i t i o n of a p a r t i c i p a t i n g area, or u n t i l 

24 a p a r t i c i p a t i n g area has, or areas have, been established as 

25 provided herein, the p o r t i o n of a l l payments affected thereby 

26 s h a l l be impounded i n a manner mutually - acceptable to the own-

27 ers of working i n t e r e s t s and the Supervisor and Commissioner. 

28 Royalties due the United States and the State of New Mexico, 

29 which s h a l l be determined by the Supervisor for Federal land 

30 and the Commissioner f o r State land and the amount thereof 
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1 s h a l l be deposited, as d i r e c t e d by the Supervisor and Corara-

2 i s s i o n e r r e s p e c t i v e l y , t o be h e l d as unearned money u n t i l a 

3 p a r t i c i p a t i n g area i s f i n a l l y approved and then a p p l i e d as 

4 earned o r r e t u r n e d i n accordance w i t h a de t e r m i n a t i o n o f the 

5 sum due as Federal and State r o y a l t y on the basis o f such 

6 approved p a r t i c i p a t i n g area. 

7 Whenever i t i s determined, s u b j e c t t o the approval o f t h e 

8 Supervisor as t o w e l l s d r i l l e d on Federal land and o f t h e Com-

9 mis s i o n e r as t o w e l l s d r i l l e d on State land, t h a t a w e l l d r i l l e d 

10 under t h i s agreement i s not capable o f pr o d u c t i o n i n paying 

11 q u a n t i t i e s and i n c l u s i o n o f t h e l a n d on which i t i s s i t u a t e d 

12 i n a p a r t i c i p a t i n g area i s unwarranted, p r o d u c t i o n from such 

13 w e l l s h a l l , f o r t h e purposes o f settlement among a l l p a r t i e s 

14 o t h e r t h a n working i n t e r e s t owners, be a l l o c a t e d t o the l a n d 

15 on which the w e l l i s l o c a t e d unless such land i s alread y w i t h i n 

16 the p a r t i c i p a t i n g area e s t a b l i s h e d f o r the pool or d e p o s i t from 

17 which such p r o d u c t i o n i s obta i n e d . Settlement f o r working 

18 i n t e r e s t b e n e f i t s from such a w e l l s h a l l be made as pr o v i d e d 

19 i n the u n i t o p e r a t i n g agreement.-

20 13. ALLOCATION OF PRODUCTION. A l l u n i t i z e d substances 

21 produced from each p a r t i c i p a t i n g area e s t a b l i s h e d under t h i s 

22 agreement, except any p a r t t h e r e o f used i n c o n f o r m i t y w i t h 

23 good o p e r a t i n g p r a c t i c e s w i t h i n the u n i t i z e d area f o r d r i l l i n g , 

24 o p e r a t i n g , camp and ot h e r p r o d u c t i o n or development purposes, 

25 f o r r e p r e s s u r i n g or r e c y c l i n g i n accordance w i t h a p l a n o f 

26 development approved by the Supervisor and Commissioner, o r 

27 unavoidably l o s t , s h a l l be deemed t o be produced e q u a l l y on 

28 an acreage ba s i s from the sev e r a l t r a c t s o f u n i t i z e d l a n d o f 

29 t h e p a r t i c i p a t i n g area e s t a b l i s h e d f o r such p r o d u c t i o n and, 

30 f o r the purpose o f determining any b e n e f i t s accruing under 
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1 t h i s agreement, each such t r a c t of u n i t i z e d land s h a l l have 

2 allocated t o i t such percentage of said production as the num-

3 ber of acres of such t r a c t included i n said p a r t i c i p a t i n g area 

4 bears to the t o t a l acres of u n i t i z e d land i n said p a r t i c i p a t i n g 

5 area, except t h a t a l l o c a t i o n of production hereunder f o r pur-

6 poses other than f o r settlement of the r o y a l t y , overriding 

7 r o y a l t y , or payment out of production obligations of the res-

8 pective working i n t e r e s t owners, s h a l l be on the basis pre-

9 scribed i n the u n i t operating agreement whether i n conformity 

10 w i t h the basis of a l l o c a t i o n herein set f o r t h or otherwise. 

11 I t i s hereby agreed tha t production of u n i t i z e d substances 

12 from a p a r t i c i p a t i n g area s h a l l be allocated as provided 

13 herein regardless of whether any wells are d r i l l e d on any par-

14 t i c u l a r part or t r a c t of said p a r t i c i p a t i n g area. I f any gas 

15 produced from one p a r t i c i p a t i n g area i s used fo r repressuring 

16 or recycling purposes i n another area, the f i r s t gas withdrawn 

17 from such l a s t mentioned p a r t i c i p a t i n g area for sale during the 

18 l i f e of t h i s agreement s h a l l be considered to be the gas so 

19 transferred u n t i l an amount equal t o that transferred s h a l l be 

20 so produced f o r sale and such gas s h a l l be allocated t o the 

21 p a r t i c i p a t i n g area from which i n i t i a l l y produced as such area 

22 was l a s t defined at the time of such f i n a l production. 

23 14. DEVELOPMENT OR OPERATION OF NON-PARTICIPATING LAND 

24 OR FORMATIONS. Any party hereto owning or c o n t r o l l i n g the 

25 working i n t e r e s t i n any un i t i z e d land having thereon a regular 

26 w e l l l o c a t i o n may w i t h the approval of the Supervisor as t o 

27 Federal land, and the Commissioner as to State land and the 

28 Commission as to p r i v a t e l y owned land, at such party's sole 

29 r i s k , cost and expense, d r i l l a w e l l to t e s t any formation f o r 

3 0 which a p a r t i c i p a t i n g area has not been established or t o t e s t 
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1 any formation f o r which a p a r t i c i p a t i n g area has been estab-

2 lished i f such l o c a t i o n i s not w i t h i n said p a r t i c i p a t i n g area, 

3 unless w i t h i n 90 days of receipt of notice from said party of 

4 h i s i n t e n t i o n t o d r i l l the w e l l the Unit Operator elects and 

5 commences to d r i l l such a w e l l i n l i k e manner as other w e l l s 

6 are d r i l l e d by the Unit Operator under t h i s agreement. 

7 i f any w e l l d r i l l e d as aforesaid by a working i n t e r e s t 

8 owner r e s u l t s i n production such t h a t the land upon which i t 

9 i s situated may properly be included i n a p a r t i c i p a t i n g area, 

10 such p a r t i c i p a t i n g area s h a l l be established or enlarged as 

11 provided i n t h i s agreement and the w e l l s h a l l t h e r e a f t e r be 

12 operated by the Unit Operator i n accordance w i t h the terms 

13 of t h i s agreement and tne u n i t operating agreement. 

14 I f any w e l l d r i l l e d as aforesaid by a working i n t e r e s t 

15 owner obtains production i n q u a n t i t i e s i n s u f f i c i e n t to j u s t i f y 

16 the inclusi o n of the land upon which such w e l l i s situa t e d i n 

17 a p a r t i c i p a t i n g area, such w e l l may be operated and produced 

18 by the party d r i l l i n g the same subject t o the conservation 

19 requirements of t h i s agreement. The r o y a l t i e s i n amount or 

20 value of production from any such w e l l s h a l l be paid as speci-

21 f i e d i n the underlying lease and agreements affected. 

22 15. ROYALTY SETTLEMENT. The United States and any State 

23 and any r o y a l t y owner who i s e n t i t l e d t o take i n kind a share 

24 of the substances now u n i t i z e d hereunder s h a l l hereafter be 

25 e n t i t l e d to the r i g h t t o take i n kind i t s share of the u n i t i z e d 

26 substances, and tne Unit Operator, or the working i n t e r e s t 

27 owner i n case of the operation of a w e l l by a working i n t e r e s t 

28 owner as herein provided f o r i n special cases, s h a l l make de-

29 l i v e r i e s of such r o y a l t y share taken i n kind i n conformity 

30 w i t h the applicable contracts, laws and regulations. S e t t l e -
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1 merit f o r r o y a l t y i n t e r e s t not taken i n kind s h a l l be made by 

2 working i n t e r e s t owners responsible therefor under e x i s t i n g 

3 contracts, laws and regulations, or by the Unit Operator, on 

4 or before the l a s t day of each month f o r u n i t i z e d substances 

5 produced during the preceding calendar month; provided, how-

6 ever, t h a t nothing herein contained s h a l l operate to r e l i e v e 

7 the lessees of any land from t h e i r respective lease obligations 

8 f o r the payment of any r o y a l t i e s due under t h e i r leases. 

9 I f gas obtained from lands not subject to t h i s agreement 

10 i s introduced i n t o any p a r t i c i p a t i n g area hereunder, f o r use 

11 i n repressuring, st i m u l a t i o n of production, or increasing u l t i -

12 mate recovery, i n conformity w i t h a plan of operations approved 

13 by the Supervisor, the Commissioner, and Commission, a l i k e 

14 amount of gas, a f t e r settlement as herein provided f o r any 

15 gas tra n s f e r r e d from any other p a r t i c i p a t i n g area and w i t h 

16 appropriate deduction f o r loss from any cause, may be withdrawn 

17 from the formation i n which the gas i s introduced, r o y a l t y free 

18 as to dry gas, but not as to any products which may be e x t r a c t -

19 ed therefrom; provided t h a t such withdrawal s h a l l be at such 

20 time as may be provided i n the approved plan of operations or 

21 as may otherwise be consented to by the Supervisor, the Commiss-

22 ioner and the Commission as conforming to good petroleum engin-

23 eering p r a c t i c e ; and provided f u r t h e r , t h a t such r i g h t of w i t h -

24 drawal s h a l l terminate on the termination of t h i s u n i t agreement, 

25 Royalty due the United States s h a l l be computed as provided 

26 i n the operating regulations and paid i n value or delivered i n 

27 kind as to a l l u n i t i z e d substances on the basis of the amounts 

28 thereof allocated t o u n i t i z e d Federal land as provided herein 

29 at the rate specified i n the respective Federal leases, or at 

30 such lower rate or rates as may be authorized by law or regu-
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1 l a t i o n ; provided, t h a t f o r leases on which the r o y a l t y rate 

2 depends on the d a i l y average production per w e l l , said average 

3 production s h a l l be determined i n accordance w i t h the operating 

4 regulations as though each p a r t i c i p a t i n g area were a single con-

5 solidated lease. 

6 Royalty due on account of State lands s h a l l be computed 

7 and paid on the basis of a l l u n i t i z e d substances allocated t o 

8 such lands. 

9 16. RENTAL SETTLEMENT. Rental or minimum r o y a l t i e s due 

10 on leases committed hereto s h a l l be paid by working i n t e r e s t 

11 owners responsible therefor under e x i s t i n g contracts, laws 

12 and regulations, provided t h a t nothing herein contained s h a l l 

13 operate t o r e l i e v e the lessees of any land from t h e i r respective 

14 lease o b l i g a t i o n s f o r the payment of any r e n t a l or minimum 

15 r o y a l t y due under t h e i r leases. Rental or minimum r o y a l t y f o r 

16 lands of the United States subject t o t h i s agreement s h a l l be 

17 paid at the rate specified i n the respective leases from the 

18 United States unless such r e n t a l or minimum r o y a l t y i s waived, 

19 suspended or reduced by law or by approval of the Secretary of 

20 his duly authorized representative. 

21 Rentals on State of New Mexico lands subject t o t h i s agree-

22 ment s h a l l be paid at the rates specified i n the respective 

23 leases. 

24 With respect t o any lease on non-Federal land containing 

25 provisions which would terminate such lease unless d r i l l i n g 

26 operations are commenced upon the land covered thereby w i t h i n 

27 the time t h e r e i n specified or rentals are paid for the p r i v i -

28 lege of defer r i n g such d r i l l i n g operations, the rentals required 

29 thereby s h a l l , notwithstanding any other provisions of t h i s 

30 agreement, be deemed to accrue and become payable during the 
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1 term thereof as extended by t h i s agreement and u n t i l the re-

2 quired d r i l l i n g operations are commenced upon the land cover-

3 ed thereby or u n t i l some po r t i o n of such land i s included 

4 w i t h i n a p a r t i c i p a t i n g area. 

5 17. CONSERVATION. Operations hereunder and production 

6 of u n i t i z e d substances shall, be conducted to provide f o r the 

7 most economical and e f f i c i e n t recovery of said substances 

8 without waste, as defined by or pursuant to State or Federal 

9 laws or regulations. 

10 18. DRAINAGE. The Unit Operator s h a l l take such measures 

11 as the Supervisor and Commissioner deem appropriate and adequate 

12 t o prevent drainage of u n i t i z e d substances from u n i t i z e d land 

13 by wells on land not subject t o t h i s agreement. 

14 19. LEASES AND CONTRACTS CONFORMED AND EXTENDED. The terms, 

15 conditions and provisions of a l l leases, subleases and other 

16 contracts r e l a t i n g t o exploration, d r i l l i n g , development or oper-

17 ations f o r o i l or gas on lands committed to t h i s agreement are 

18 hereby expressly modified and amended to the extent necessary 

19 t o make the same conform to the provisions hereof, but other-

20 wise t o remain i n f u l l force and e f f e c t ; and the p a r t i e s hereto 

21 hereby consent that the Secretary as to Federal leases and the -

22 Commissioner as t o State leases s h a l l and each by his approval 

23 hereof, or by the approval hereof by t h e i r duly authorized re-

24 presentatives, do hereby establish, a l t e r , change or revoke 

25 the d r i l l i n g , producing, r e n t a l , minimum r o y a l t y and r o y a l t y 

26 requirements of Federal and State leases committed hereto and 

27 the regulations i n respect thereto to conform said requirements 

28 t o the provisions of t h i s agreement, and, without l i m i t i n g the 

29 generality of tlie foregoing, a l l leases, subleases, and contracts 

30 are p a r t i c u l a r l y modified i n accordance w i t h the fo l l o w i n g : 
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1 (a) The development and operation of lands subject t o 

2 t h i s agreement under the terms hereof s h a l l be deemed 

3 f u l l performance of a l l obligations f o r development and 

4 operation w i t h respect to each and every separately owned 

5 t r a c t subject to t h i s agreement, regardless of whether 

6 there i s any development of any p a r t i c u l a r t r a c t of the 

7 u n i t area. 

8 (b) D r i l l i n g and producing operations performed hereunder 

9 upon any t r a c t of u n i t i z e d land w i l l be accepted and deem-

10 ed to be performed upon and f o r the b e n e f i t of each and 

11 every t r a c t of u n i t i z e d land, and no lease s h a l l be deem-

12 ed to expire by reason of f a i l u r e t o d r i l l or produce 

13 wells sit u a t e d on the land therein embraced. 

14 (c) Suspension of d r i l l i n g or producing operations on 

15 a l l u n i t i z e d lands pursuant to d i r e c t i o n or consent of the 

16 Secretary and Commissioner or t h e i r duly authorized repre-

17 sentatives s h a l l be deemed to co n s t i t u t e such suspension 

18 pursuant to such d i r e c t i o n or consent as to each and every 

19 t r a c t of u n i t i z e d land. A suspension of d r i l l i n g or pro-

20 ducing operations l i m i t e d to specified lands s h a l l be 

21 applicable only to such lands. 

22 (d) Each lease, sublease or contract r e l a t i n g t o the ex-

23 p l o r a t i o n , d r i l l i n g , development or operation f o r o i l or 

24 gas of lands other than those of the United States or State 

25 of New Mexico committed t o t h i s agreement,which, by i t s 

26 terms might expire p r i o r to the termination of t h i s agree-

27 ment, i s hereby extended beyond any such term so provided 

28 therein so th a t i t s h a l l be continued i n f u l l force and 

29 e f f e c t f o r and during the term of t h i s agreement. 

30 (e) Any Federal lease f o r a f i x e d term of twenty (20) 
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1 years or any renewal thereof or any part of such lease 

2 which i s made subject tp t h i s agreement s h a l l continue 

3 i n force beyond the term provided therein u n t i l the 

4 termination hereof. Any other Federal lease committed 

5 hereto s h a l l continue i n force beyond the term so pro-

6 vided therein or by law as to the land committed so long 

7 as such lease remains subject hereto, provided t h a t pro-

8 duction i s had i n paying q u a n t i t i e s under t h i s u n i t 

9 agreement p r i o r to the expiration date of the term of 

10 such lease, or i n the event actual d r i l l i n g operations 

11 are commenced on u n i t i z e d lands, i n accordance w i t h 

12 the provisions of t h i s agreement, p r i o r t o the end of 

13 the primary term of such lease and are being d i l i g e n t l y 

14 prosecuted at that time, such lease.shall be extended 

15 f o r two years and so long thereafter as o i l or gas i s 

16 produced i n paying q u a n t i t i e s i n accordance w i t h the 

17 provisions of the Mineral Leasing Act Revision of 1960. 

18 ( f ) Each sublease or contract r e l a t i n g t o the operation 

19 and development o f u n i t i z e d substances from lands of the 

20 United States committed t o t h i s agreement, which by i t s 

21 terms would expire p r i o r to the time at which the under-

22 l y i n g lease, as extended by the immediately preceding 

23 paragraph, w i l l expire, i s hereby extended beyond any 

24 such term so provided therein so that i t s h a l l be con-

25 tinued i n f u l l force and e f f e c t f o r and during the term 

26 of the underlying lease as such lease i s herein extended. 

27 (g) Any lease embracing lands of the State of New Mex-

28 ico which i s made subject to t h i s agreement, s h a l l con-
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1 tinue i n force beyond the term provided therein as to 

2 the lands committed hereto u n t i l the termination hereof, 

3 subject to the provisions of subsection (e) of Section 

4 2 and subsection ( i ) of t h i s Section 18. 

5 (h) The segregation of any Federal lease committed to 

6 t h i s agreement i s governed by the foll o w i n g provisions 

7 i n the f o u r t h paragraph of Sec. 17 ( j ) of the Mineral 

8 Leasing Act, as amended by the Act of September 2, 1960 

9 (74 Stat. 781-784): "Any (Federal) lease heretofore or 

10 hereafter committed to any such ( u n i t ) plan embracing 

11 lands t h a t are i n part w i t h i n and i n p a r t outside of the 

12 area covered by any such plan s h a l l be segregated i n t o 

13 separate leases as to the lands committed and the lands 

14 not committed as of tne e f f e c t i v e date of u n i t i z a t i o n : 

15 Provided, however, That any such lease as to the nonunit-

16 ized p o r t i o n s h a l l continue i n force and e f f e c t f o r the 

17 term thereof but f o r not less than two years from the 

18 date of such segregation and so long thereafter as o i l or 

19 gas i s produced i n paying q u a n t i t i e s . " 

20 ( i ) A ny lease embracing lands of the State of New Mexico 

21 having only a p o r t i o n of i t s lands committed hereto, s h a l l 

22 be segregated as to the p o r t i o n committed and tne p o r t i o n 

23 not committed, and tne provisions of such lease s h a l l 

24 apply separately to such segregated portions commencing 

25 as of the e f f e c t i v e date hereof; provided, however, not-

26 withstanding any of the provisions of t n i s agreement to 

27 the contrary any lease embracing lands of the State of 

20 New Mexico having only a p o r t i o n of i t s lands committed 
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1 hereto s h a l l continue i n f u l l force and e f f e c t beyond 

2 the term provided therein as t o a l l lands embraced i n 

3 such lease, i f o i l or gas i s discovered and i s capable 

4 of being produced i n paying q u a n t i t i e s from some p a r t 

5 of the lands embraced i n such lease at the ex p i r a t i o n 

6 of the secondary term of such lease; or i f , at the ex-

7 p i r a t i o n of the secondary term, the lessee or Unit Oper-

8 ator i s then engaged i n bona f i d e d r i l l i n g or reworking 

9 operations on some part of the lands embraced i n such 

10 lease, the same, as to a l l lands embraced therein, s h a l l 

11 remain i n f u l l force and e f f e c t so long as such operations 

12 are being d i l i g e n t l y prosecuted, and i f they r e s u l t i n 

13 * the production of o i l or gas, said lease s h a l l continue 

14 i n f u l l force and e f f e c t as t o a l l of the lands embraced 

15 t h e r e i n , so long thereaf t e r as o i l or gas i n paying quan-

16 t i t i e s i s being produced from any p o r t i o n of said lands. 

17 ( j ) Any lease, other than a Federal lease, having only 

18 a p o r t i o n of i t s lands committed hereto s h a l l be segrega-

19 ' ted as to the p o r t i o n committed and the p o r t i o n not comm-

20 i t t e d , and the provisions of such lease s h a l l apply sepa-

21 r a t e l y t o such segregated portions commencing as of the 

22 e f f e c t i v e date hereof. I n the event any such lease, pro-

23 vides f o r a lump sum r e n t a l payment, such payment s h a l l 

24 be prorated between the portions so segregated i n pro-

25 p o r t i o n t o the acreage of the respective t r a c t s . 

26 20. COVENANTS RUN WITH LAND. The covenants herein s h a l l 

27 be construed t o be covenants running w i t h the land w i t h respect 

28 t o the i n t e r e s t of the p a r t i e s hereto and t h e i r successors i n 

29 i n t e r e s t u n t i l t h i s agreement terminates, and any grant, trans-

30 f e r , or conveyance of i n t e r e s t i n land or leases subject hereto 
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1 s h a l l be and hereby i s c o n d i t i o n e d upon the assumption o f 

2 a l l p r i v i l e g e s and o b l i g a t i o n s hereunder by the grantee, t r a n s -

3 fe r e e o r o t h e r successor i n i n t e r e s t . No assignment or t r a n s -

4 f e r o f any working i n t e r e s t , r o y a l t y , or other i n t e r e s t sub-

5 j e c t h e r e t o s h a l l be b i n d i n g upon U n i t Operator u n t i l the f i r s t 

6 day o f the calendar month a f t e r U n i t Operator i s f u r n i s h e d 

7 w i t h the o r i g i n a l , p h o t o s t a t i c , o r c e r t i f i e d copy of the i n s t r u -

8 merit o f t r a n s f e r . 

9 21. EFFECTIVE DATE AND TERM. This agreement s h a l l be-

10 come e f f e c t i v e upon approval by the Secretary and Commissioner, 

11 o r t h e i r d u l y a u t h o r i z e d r e p r e s e n t a t i v e s and s h a l l t e r m i n a t e 

12 f i v e (5) years from s a i d e f f e c t i v e date unless: 

13 (a) such date o f e x p i r a t i o n i s extended by the D i r e c t o r 

14 and Commissioner, o r 

15 (b) i t i s reasonably determined p r i o r t o the e x p i r a t i o n 

16 o f t h e f i x e d term o r any extension t h e r e o f t h a t t h e u n i t -

17 i z e d l a n d i s incapable o f p r o d u c t i o n o f u n i t i z e d substances 

18 i n paying q u a n t i t i e s i n the formations t e s t e d hereunder and 

19 a f t e r n o t i c e o f i n t e n t i o n t o term i n a t e the agreement on 

20 such ground i s given by the U n i t Operator t o a l l p a r t i e s 

21 i n i n t e r e s t a t t h e i r l a s t known addresses, the agreement 

22 i s t e r m i n a t e d w i t h the approval o f the Supervisor- and the 

23 Commissioner, or 

24 (c) a v a l u a b l e discovery o f u n i t i z e d substances has been 

25 made o r accepted on u n i t i z e d land d u r i n g s a i d i n i t i a l terra 

26 or any extension t h e r e o f , i n which event the agreement 

27 s h a l l remain i n e f f e c t f o r such term and so long as u n i t -

28 i z e d land w i t h i n any p a r t i c i p a t i n g area e s t a b l i s h e d here-

29 under, and, should p r o d u c t i o n cease, so long t h e r e a f t e r as 

30 d i l i g e n t o p e r a t i o n s are i n progress f o r the r e s t o r a t i o n 
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1 of production or discovery of new production and so long 

2 th e r e a f t e r as u n i t i z e d substances so discovered can be 

3 produced as aforesaid, or 

4 (d) i t i s terminated as heretofore provided i n t h i s 

5 agreement. This agreement may be terminated at any time 

6 by not less than 75 per centum, on an acreage basis, of 

7 the working i n t e r e s t owners signatory hereto, w i t h the 

8 approval of the Supervisor and Commissioner; notice of 

9 any such approval to be given by the Unit Operator t o a l l 

10 p a r t i e s hereto. 

11 2 2. RATE OF PROSPECTING, DEVELOPMENT AND PRODUCTION. 

12 The Director i s hereby vested w i t h a u t h o r i t y to a l t e r or modify 

13 from time t o time i n h i s d i s c r e t i o n the quantity and rate of 

14 production under t h i s agreement when such quantity and rat e i s 

15 not f i x e d pursuant to Federal or State law or does not conform 

16 t o any statewide voluntary conservation or a l l o c a t i o n program, 

17 which i s established, recognized and generally adhered to by 

18 the m a j o r i t y of operators i n such State, such au t h o r i t y being 

19 hereby l i m i t e d t o a l t e r a t i o n or modification i n the public i n -

20 t e r e s t , the purpose thereof and the public i n t e r e s t t o be served 

21 thereby t o be stated i n the order of a l t e r a t i o n or mo d i f i c a t i o n . 

22 Without regard t o the foregoing, the Director i s also hereby 

23 vested w i t h a u t h o r i t y to a l t e r or modify from time t o time i n 

24 h i s d i s c r e t i o n the rate of prospecting and developing i n the 

25 absence of the s p e c i f i c w r i t t e n approval thereof by the Commiss-

26 ioner and to any lands of the State of New Mexico or p r i v a t e l y 

27 owned lands subject to t h i s agreement as to the quantity and 

28 rate of production i n the absence of s p e c i f i c w r i t t e n approval 

29 thereof by the Commission. 

30 Powers i n t h i s section vested i n the Director s h a l l only 
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1 be exercised a f t e r notice to Unit Operator and opportunity 

2 f o r hearing t o be held not less than 15 days from notice. 

3 23. CONFLICT OF SUPERVISION. Neither the Unit Operator 

4 nor the working i n t e r e s t owners nor any of them s h a l l be sub-

5 j e c t t o any f o r f e i t u r e , termination or e x p i r a t i o n of any r i g h t s 

6 hereunder or under any leases or contracts subject hereto, or 

7 t o any penalty or l i a b i l i t y on account of delay or f a i l u r e i n 

8 whole or i n p a r t t o comply w i t h any applicable provision there-

9 of to the extent t h a t the Unit Operator, working i n t e r e s t owners 

10 or any of them are hindered, delayed or prevented from comply-

11 ing therewith by reason of f a i l u r e o f the Unit Operator t o ob-

12 t a i n i n the exercise of due diligence, the concurrence of pro-

13 per representatives of the United States and proper represent-

14 atives of the State of New Mexico i n and about any matters or 

15 things concerning which i t i s required herein that such con-

16 currence be obtained. The p a r t i e s hereto, including the Com-

17 mission, agree t h a t a l l powers and a u t h o r i t y vested i n the Com-

18 mission i n and by any provisions of t h i s agreement are vested 

19 i n the Commission and s h a l l be exercised by i t pursuant t o the 

20 provisions of the laws of the State of New Mexico and subject 

21 i n any case t o appeal or j u d i c i a l review as may now or here-

22 a f t e r be provided by the laws of the State of New Mexico. 

23 24. APPEARANCES. Unit Operator s h a l l , a f t e r notice to 

24 other p a r t i e s affected, have the r i g h t t o appear f o r and on 

25 behalf of any and a l l i n t e r e s t s affected hereby before the 

26 Department of the I n t e r i o r , the Commissioner of Public Lands 

27 of the State of New Mexico and the New Mexico O i l Conservation 

28 Commission and t o appeal from orders issued under the regula-

29 tions of said Dep^irtment, the Commission or Commissioner or t o 

30 apply f o r r e l i e f from any of said regulations or i n any pro-
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ceedings r e l a t i v e t o operations b e f o r e tha Department o f 

the I n t e r i o r , the Commissioner, or Corruaission, or any other 

l e g a l l y c o n s t i t u t e d a u t h o r i t y ; provided, however, t h a t any 

other i n t e r e s t e d p a r t y s h a l l also have the r i g h t a t h i s 

own expense t o be heard i n any such proceeding. 

25. NOTICES. A l l n o t i c e s , demands or statements r e 

q u i r e d hereunder t o be given or rendered t o the p a r t i e s here

t o s h a l l be deemed f u l l y given i f given i n w r i t i n g and person

a l l y d e l i v e r e d t o the p a r t y or sent by p o s t p a i d r e g i s t e r e d o r 

c e r t i f i e d m a i l , addressed t o such p a r t y or p a r t i e s a t t h a i r 

r e s p e c t i v e addresses set f o r t h i n connection w i t h the s i g n 

a t u r e s h e r e t o o r t o the r a t i f i c a t i o n or consent hereof or t o 

such o t h e r address as any such p a r t y may have f u r n i s h e d i n 

w r i t i n g t o p a r t y sending the n o t i c e , demand or statement. 

26. NO WAIVER OF CERTAIN RIGHTS. Nothing i n t h i s agree

ment contained s h a l l ba construed as a waiver by any p a r t y here

t o o f the r i g h t t o as s e r t any l e g a l o r c o n s t i t u t i o n a l r i g h t or 

defense as t o t h e v a l i d i t y or i n v a l i d i t y o f any law o f the 

Sta t e wherein s a i d u n i t i z e d lands are l o c a t e d , or o f the United 

S t a t e s , or r e g u l a t i o n s issued thereunder i n any way a f f e c t i n g 

such p a r t y , o r as a waiver by any such p a r t y o f any r i g h t be

yond h i s or i t s a u t h o r i t y t o waive. 

2 7. UNAVOIDABLE DELAY. A l l o b l i g a t i o n s under t h i s agree 

ment r e q u i r i n g t h e U n i t Operator t o commence o r continue d r i l l 

i n g o r t o operate on or produce u n i t i z e d substances from any o f 

the lands covered by t h i s agreement s h a l l be suspended w h i l e 

the U n i t Operator, d e s p i t e the exe r c i s e o f due care and d i l i 

gence, i s prevented from complying w i t h such o b l i g a t i o n s , - in 

whole or i n p a r t , by s t r i k e s , acts o f God, Federal, State or 

m u n i c i p a l law or agencies, unavoidable accidents, u n c o n t r o l l -



1 able delays i n tra n s p o r t a t i o n , i n a b i l i t y t o obtain necessary 

2 materials i n open market, or other matters beyond the reason-

3 able c o n t r o l of the Unit Operator whether s i m i l a r t o matters 

4 herein enumerated or not. No u n i t o b l i g a t i o n which i s suspen-

5 ded under t h i s section s h a l l become due less than t h i r t y (30) 

6 days a f t e r i t has been determined t h a t the suspension i s no 

7 longer applicable. Determination of creditable "Unavoidable 

8 Delay" time s h a l l be made by the Unit Operator subject t o 

9 approval of the Supervisor and Commissioner. 

10 28. NONDISCRIMINATION. I n connection w i t h the p e r f o r -

11 mance of work under t h i s agreement, the operator agrees t o com-

12 p l y w i t h a l l of the provisions of section 202 (1) to (7) i n -

13 elusive of Executive Order 11246 (30 F.R. 12319), which are 

14 hereby incorporated by reference i n t h i s agreement. 

15 29. LOSS OF TITLE. I n the event t i t l e t o any t r a c t of 

16 u n i t i z e d land s h a l l f a i l and the true owner cannot be indvxeed 

17 t o j o i n i n t h i s u n i t agreement, such t r a c t s h a l l be automati-

18 c a l l y regarded as not committed hereto and there s h a l l be such 

19 readjustment of future costs and benefits as may be required 

20 on account of the loss of such t i t l e . I n the event of a d i s -

21 pute as to t i t l e to any r o y a l t y , working i n t e r e s t or other 

22 i n t e r e s t s subject thereto, payment or de l i v e r y on account 

23 thereof may be withheld without l i a b i l i t y f o r i n t e r e s t u n t i l 

24 the dispute i s f i n a l l y s e t t l e d ; provided, t h a t , as t o Federal 

25 and State land or leases, no payments of funds due the United 

26 states or State of New Mexico should be withheld, but such funds 

27 of the United States s h a l l be deposited as directed by the Super-

28 visor and such funds of the State of New Mexico s h a l l be deposi-

29 ted as directed by the Commissioner to be held as unearned money 

30 pending f i n a l settlement of the t i t l e dispute, and then applied 
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1 as earned or returned i n accordance w i t h such f i n a l s e t t l e -

2 ment. 

3 Unit Operator as such i s relieved from any responsi-

4 b i l i t y f o r any defect or f a i l u r e o f any t i t l e hereunder. 

5 30. NON-JOINDER AND SUBSEQUENT JOINDER. I f the owner 

6 of any substantial i n t e r e s t i n a t r a c t w i t h i n the u n i t area 

7 f a i l s or refuses t o subscribe or consent t o t h i s agreement, 

8 the owner of tne working i n t e r e s t i n t h a t t r a c t may withdraw 

9 said t r a c t from t h i s agreement by w r i t t e n notice delivered t o 

10 the Supervisor and the Commissioner and the Unit Operator p r i o r 

11 to the approval of t h i s agreement by the Supervisor and Com-

12 missioner. Any o i l or gas in t e r e s t s i n lands w i t h i n the u n i t 

13 area not committed hereto p r i o r t o submission of t h i s agreement 

14 f o r f i n a l approval may thereafte r be committed hereto by the 

15 owner or owners therof subscribing or consenting t o t h i s agree-

16 ment, and, i f the i n t e r e s t i s a working i n t e r e s t , by the owner 

17 of such i n t e r e s t also subscribing to the u n i t operating agree-

18 ment. A f t e r operations are commenced hereunder, the r i g h t of 

19 subsequent jo i n d e r , as provided i n t h i s section, by a working 

20 i n t e r e s t owner i s subject t o such requirements or approvals, 

21 i f any, p e r t a i n i n g t o such joinder, as may be provided f o r i n 

22 the u n i t operating agreement. A f t e r f i n a l approval hereof, 

23 joinder by a non-working i n t e r e s t owner must be consented t o 

24 i n w r i t i n g by the wor:king i n t e r e s t owner committed hereto and 

25 responsible f o r the payment of any benefits t h a t may accrue 

26 hereunder i n behalf of such non-working i n t e r e s t . A non-

27 working i n t e r e s t may not be committed to t h i s u n i t agreement 

28 unless tlie corresponding working i n t e r e s t i s committed hereto. 

29 Joinder t o the u n i t agreement by a working i n t e r e s t owner, at 

30 any time, must be accompanied by appropriate joinder t o the 
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1 u n i t o p e r a t i n g agreement, i f more than one committed working 

2 i n t e r e s t owner i s i n v o l v e d , i n order f o r the i n t e r e s t t o be 

3 regarded as committed t o t h i s u n i t agreement. Except as may 

4 othe r w i s e h e r e i n be prov i d e d , subsequent j o i n d e r s t o t h i s 

5 agreement s h a l l be e f f e c t i v e as o f the f i r s t day o f t h e month 

6 f o l l o w i n g t he f i l i n g w i t h t he Supervisor and t h e Commissioner 

7 o f d u l y executed c o u n t e r p a r t s o f a l l or any papers necessary 

8 t o e s t a b l i s h e f f e c t i v e commitment o f any t r a c t t o t h i s agree-

9 ment unless o b j e c t i o n t o such j o i n d e r i s d u l y made w i t h i n 60 

10 days by t h e Supervisor, p r o v i d e d , however t h a t as t o S t a t e 

11 lands a l l subsequent j o i n d e r s must be approved by t h e Commiss-

12 i o n e r . 

13 3 1 . COUNTERPARTS. This agreement may be executed i n any 

14 number o f c o u n t e r p a r t s no one o f which needs t o be executed bv 

15 a l l p a r t i e s o r may be r a t i f i e d or consented t o by separate 

IS i n s t r u m e n t i n w r i t i n g s p e c i f i c a l l y r e f e r r i n g h e r e t o and S h a l l 

17 be b i n d i n g upon a l l those p a r t i e s who have executed such a 

13 c o u n t e r p a r t , r a t i f i c a t i o n , o r consent h e r e t o w i t h t h e same f o r c e 

19 and e f f e c t as i f a l l p a r t i e s had signed t h e same document and 

20 r e g a r d l e s s o f whether o r not i t i s executed by a l l o t h e r p a r t i e s 

21 owning o r c l a i m i n g an i n t e r e s t i n lands w i t h i n t h e above des-

22 c r i b e d u n i t area. 

23 32. SURRENDER. Nothing i n t h i s agreement s h a l l p r o h i b i t 

24 t h e e x e r c i s e by any working i n t e r e s t owner o f the r i g h t t o 

25 surrender vested i n such p a r t y by any lease, sublease, o r oper-

26 a t i n g agreement as t o a l l or any p a r t o f t h e lands covered 

27 thereby, p r o v i d e d t h a t each p a r t who w i l l o r might acquire such 

28 w o r k i n g i n t e r e s t by such surrender or by f o r f e i t u r e as h e r e a f t e r 

29 set f o r t h , i s bound by t h e terms o£ t h i s agreement. 

30 I f as a r e s u l t of any such surrender t h e working i n t e r e s t 
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r i g h t s as t o such lands become vested i n any p a r t y o t h e r than 

the fee owner o f the u n i t i z e d substances, s a i d par by may f o r 

f e i t such r i g h t s and f u r t h e r b e n e f i t s from o p e r a t i o n hereunder 

as t o s a i d l a n d t o the p a r t y next i n the chain o f t i t l e who 

s h a l l be and become t h e owner o f such, working i n t e r e s t . 

I f as the r e s u l t o f any such surrender or f o r f e i t u r e 

w o r k ing i n t e r e s t r i g h t s become vested i n the fee owner o f tha 

u n i t i z e d substances, such owner may: 

(1) Accept those \vorking i n t e r e s t r i g h t s s u b j e c t t o t h i s 

agreement and t h e u n i t o p e r a t i n g agreement; or 

(2) Lease the p o r t i o n o f such l a n d as i s i n c l u d e d i n a 

p a r t i c i p a t i n g area e s t a b l i s h e d hereunder s u b j e c t t o t h i s agree

ment and t h e u n i t o p e r a t i n g agreement. 

(3) Provide f o r the independent o p e r a t i o n o f any p a r t 

o f such l a n d t h a t i s not then i n c l u d e d w i t h i n a p a r t i c i p a t i n g 

area e s t a b l i s h e d hereunder. 

I f t h e fee owner o f t h e u n i t i z e d substances does not accept 

the working i n t e r e s t r i g h t s s u b j e c t t o t h i s agreement and t h e 

u n i t o p e r a t i n g agreement or lease such lands as above p r o v i d e d 

w i t h i n s i x (6) months a f t e r t h e surrendered o r f o r f e i t e d work

i n g i n t e r e s t r i g h t s become vested i n the fee owner, the bene

f i t s and o b l i g a t i o n s o f ope r a t i o n s a c c r u i n g t o such lands under 

t h i s agreement and the u n i t o p e r a t i n g agreement s h a l l be shared 

by t ha remaining owners o f u n i t i z e d working i n t e r e s t s i n accord

ance w i t h t h e i r r e s p e c t i v e working i n t e r e s t ownerships, and such 

owners o f working i n t e r e s t s s h a l l compensate the fee owner o f 

u n i t i z e d substances i n such lands by paying sums equal t o tha 

r e n t a l s , minimum r o y a l t i e s , and r o y a l t i e s a p p l i c a b l e t o such 

lands under the lease i n e f f e c t when the lands were u n i t i z e d . 

An a p p r o p r i a t e accounting and se t t l e m e n t s h a l l be made 



1 f o r a l l b e n e f i t s accruing to or payments and expenditures 

2 made or incurred on behalf of such surrender or f o r f e i t e d 

3 working i n t e r e s t subsequent t o the date of surrender or f o r -

4 f e i t u r e , and payment of any moneys found t o be owing by such 

5 an accounting s h a l l be made as between the p a r t i e s w i t h i n 

6 t h i r t y (30) days. I n the event no u n i t operating agreement 

7 i s i n existence and a mutually acceptable agreement between 

8 the proper p a r t i e s thereto cannot be consummated, the Super -

9 v i s o r may prescribe such reasonable and equitable agreement 

10 as he deems warranted under the circumstances. 

11 The exercise of any r i g h t vested i n a working i n t e r e s t 

12 owner t o reassign such working i n t e r e s t t o the party from 

13 whom obtained s h a l l be subject t o the same conditions as set 

14 f o r t h i n t h i s section i n regard t o the exercise of a r i g h t t o 

15 surrender. 

16 33. TAXES. The working i n t e r e s t owners s h a l l render*. 

17 and pay f o r t h e i r account and the account of the r o y a l t y own-

18 ers a l l v a l i d taxes on or measured by the u n i t i z e d substances 

19 i n and under or t h a t may be produced, gathered and sold from 

20 the lanu subject t o t h i s contract a f t e r the e f f e c t i v e date o f 

21 t h i s agreement, or upon the proceeds or net proceeds derived 

22 therefrom. The working i n t e r e s t owners on each t r a c t s h a l l and 

23 may charge the proper proportion of said taxes t o the r o y a l t y 

24 owners having i n t e r e s t s i n said t r a c t , and may c u r r e n t l y r e -

25 t a i n and deduct s u f f i c i e n t of the u n i t i z e d substances or de-

26 r i v a t i v e products, or net proceeds thereof from the allocated 

27 ' share of each r o y a l t y owner t o secure reimbursement f o r the 

28 taxes so paid. No such taxes s h a l l be charged to the United 

29 States or the State of New Mexico or to any lessor who has 

30 a contract w i t h h i s lessee which requires the lessee t o pay 
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1 such taxes. 

2 24. NO PARTNERSHIP. I t i s expressly agreed t h a t the 

3 r e l a t i o n of the p a r t i e s hereto i s tha t of independent con-

4 t r a c t o r s and nothing i n t h i s agreement contained, expressed 

5 or implied, nor any operations conducted hereunder, s h a l l create 

6 or be deemed t o have created a partnerslnip or association be-

7 tween tha p a r t i e s hereto or any of them. 

8 IN WITNESS WHEREOF, THE p a r t i e s hereto have caused t h i s 

9 agreement t o be executed and have set opposite t h e i r respective 

10 names the date o f execution. 

11 

12 Da te : 8/21/73 

13 Address : 205 B l d g . o f SWest 

14 M i d l a n d , Texas 79701 

15 

16 

17 

ROBERTS, KOCH & CARTWRIGHT 

RossvJD. Roberts 

Char 1 e s~̂ E. Kc ch 

Unit Operator and Working 
In t e r e s t 0wner~ 
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STATE OF ) 
: ss 

COUNTY OF ) 

The f o r e g o i n g instrument was acknowledged before me t h i s 
day of , 1973 by 

, of AZTEC OIL AND GAS COMPANY, a 
c o r p o r a t i o n , on behalf of sa i d c o r p o r a t i o n . 

My Commission Expires: 
Notary Public 

STATE OF ) 
: ss 

COUNTY OF ) 

The f o r e g o i n g instrument was acknowledged before me t h i s 
day of , 1973 by 

, o f UNION OIL COMPANY OF CALIFORNIA, a 
c o r p o r a t i o n , on behalf of sa i d c o r p o r a t i o n . 

My Commission Expire s : 
Notary Public 

STATE OF TEXAS X 

COUNTY OF MIDLAND X 

The f o r e a o i n g instrument was acknowledged before me t h i s 
day o f ( j j ^ ^ ^ d , 19 7 3 by Ross D. Roberts, Charles E. 

Koch, and Jack C. C a r t w r i g h t , p a r t n e r s , o f j^0J3ERT3, K0CH/& CARTWRIGHT, 
a p a r t n e r s h i p . 

y P u b l i c ^ ^ / 
My Commission E x p i r e s : 



WORKING INTEREST OWNERS 

ATTEST CITIES SERVICE .OIL COMPANY 

Date: 

By_ 

Address: 

ATTEST: 

Date: 

PETROLEUM, INC. 

By_ 

Address: 

ATTEST : 

Date 

ATTEST: 

AZTEC OIL AND GAS COMPANY 

By \Ze>uivv>jJBi\. (X • (jj^OJJJ^K. 
TlOt President 

Address: A / r j r n Y?a#jt'&u*X . 

UNION OIL COMPANY OF CALIFORNIA 

Date: 

By. 

Address: 

STATE OF . ) 
: ss 

COUNTY OF ) 

The f o r e g o i n g i n s t r u m e n t was acknowledged before me t h i s 
day o f , 1973 by 

, o f CITIES SERVICE OIL COMPANY, a Delaware 
c o r p o r a t i o n , on beh a l f of s a i d c o r p o r a t i o n . 

My Commission E x p i r e s : 
Notary P u b l i c 

STATE OF ) 
: ss 

COUNTY OF ) 

The f o r e g o i n g instrument v/as acknowledged before nie t h i s 
day o f , 1973 by 

, o f PETROLEUM, INC., a . 
c o r p o r a t i o n , oh behalf of sa i d c o r p o r a t i o n . 

My Commission Expires: 
Notary Public 
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STATE OF 

COUNTY OF 
ss 

) 

The f trument was acknowledged, before/ me this 

1) # 1973 by "T^c^A^U^</7Z46<2JhJ 
, o f AZTEC OIL AND GAS COMPANY, a 

c o r p o r a t i o n , on beh a l f of sa i d c o r p o r a t i o j 

My Commission E x p i r e s : 

7 
STATE OF 

COUNTY OF 
ss 

) 

The f o r e g o i n g i n s t r u m e n t was acknowledged before me t h i s 
day o f , 1973 by , 

, Of UNION OIL COMPANY OF CALIFORNIA, a 
c o r p o r a t i o n , on b e h a l f c f sa i d c o r p c r a t i 

My Commission E x p i r e s : 
Notary Public 

STATE OF TEXAS X 

COUNTY OF MIDLAND X 

The f o r e g o i n g instrument was acknowledged before me t h i s 
day of , 1973 by , 

Partner on b e h a l f o f ROBERTS, KOCH & CARTWRIGHT, a p a r t n e r s h i p . 

Notary P u b l i c 
My Commission E x p i r e s : 
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WORKING INTEREST OWNERS 

Date : 

C I T I E S SERVICE OIlXCOIIPANY 

Attorney-in-Fact 
A d d r e s s : p . o. Bo^ 300 

Tulsa, Oklahoma 74102 

ATTEST: PETROLEUM, INC, 

Date: Address: 

ATTEST AZTEC OIL AND GAS COMPANY 

By_ 

Date Address 

ATTEST: UNION OIL COMPANY OF CALIFORNIA 

By_ 

Date: Address: 

STATE OF QKlahoma > 

COUNTY OF TULSA ) 
ss 

The foregoing instrument was acknowledged before me t h i s 
day of 0 „ 4 , JA+. 1973 by Mark f. Payton 
AttOraey-in-rt&t / ° f C I T I E S SERVICE O I L COMPANY, a Delaware 

c o r p o r a t i o n , on beh a l f of s a i d c o r p o r a t i o n . 

My Commission Expires: ^ y ^ ^ C J t ^ u J j f c -
IHI o c m7R * Notary Public A 
JUL - 5 19/D Evelyn M. Schultz ° 

STATE OF ) 
: ss 

COUNTY OF ) 

The f o r e g o i n g instrument v/as acknowledged before ne t h i s 
day o f , 1973 by 

, o f PETROLEUM, INC., a . 
c o r p o r a t i o n , on behalf of sa i d c o r p o r a t i o n . 

My Commission Expire s : 
Notary Public 
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WORKING INTEREST OWNERS 

ATTEST C I T I E S SERVICE OIL COMPANY 

By 

D a t e : A d d r e s s : 

ATTEST: 

Date: -? 

PETRO 

A d d r e s s : 500 Colorado State Bank Bl 

Denver, Colorado 80202/ 

ATTEST: AZTEC OIL AND GAS COMPANY 

By_ 

Date Address: 

ATTEST: UNION OIL COMPANY OF CALIFORNIA 

Date Address: 

STATE OF ) 
: ss 

COUNTY OF ) 

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

, of CITIES SERVICE OIL COMPANY, a Delaware 
corporation, on behalf of said corporation. 

My Commission Expires: 
Notary Public 

STATE OF Colorado ) -
City and : ss 
COUNTY OF Denver ) 

The f o r e g o i n g i n s t rumen t v/as acknowledged b e f o r e me t h i s 
27th day o f August , 197 3 by Robert D. Cowdery 
Vice-President f o f PETROLEUM, I N C . , a . Kansas 

c o r p o r a t i o n , oh b e h a l f o f s a i d c o r p o r a t i o n . 

My Commission E x p i r e s : ffl ^ J U ^ ^ C U ^ \ LO—^^JJLJG 
Vitfotar*y} P u b l i c 

July 12, 1977. . 



WORKING INTEREST OWNERS 

ATTEST: CITIES SERVICE OIL COMPANY 

Date: 

By_ 

Address: 

ATTEST: PETROLEUM, INC. 

Date: 

By_ 

Address 

ATTEST : AZTEC OIL AND GAS COMPANY 

Date Address 

Pate: August 24, 1973 

STATE OF 

COUNTY OF 

UNION OIL COMPANY OF CALIFORNIA 

By. 
Attorney-in-Fact 

A d d r e s s : P. 0. Box 3100 
SAMUEL C. T_U4_' 

Midland, Texas 79701 

s s 
) 

The f o r e g o i n g i n s t r u m e n t was acknowledged b e f o r e me t h i s 
day of _____/ 1 9 7 3 bY < 

, o f CITIES SERVICE OIL COMPANY, a Delaware 
c o r p o r a t i o n , on beh a l f of sa i d c o r p o r a t i o n . 

My Commission Ex p i r e s : 
Notary P u b l i c 

STATE OF 

COUNTY OF 
ss 

) 

The f o r e g o i n g instrument v/as acknowledged before ne t h i s 
day o f , 1973 by , 

, o f PETROLEUM, INC., a . 
c o r p o r a t i o n , on beh a l f of said c o r p o r a t i o n . 

My Commission Expires: 
Notary P u b l i c 
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The f o r e g o i n g i n s t r u m e n t was acknowledged b e f o r e me t h i s 
day o f , 1973 by 

, o f AZTEC OIL AND GAS COMPANY, a 
c o r p o r a t i o n , on b e h a l f of s a i d c o r p o r a t i o n . 

My Commission E x p i r e s : 
Notary P u b l i c 

STATS OF TEXAS ) 
: s s 

COUNTY OF MIDLAND ) 

The f o r e g o i n g i n s t r u m e n t was a c k n o w l e d g e d b e f o r e me . t h i s 
24th day o f August / 1973 by SAMUEL C. TERRY , 
Arto-ney-in-Far.t / o f UNION OIL COMPANY OF CALIFORNIA, a 

My Commission E x p i r e s : $4L*-~4JLJ ^^Z^2--^--^--^^ 
Notary P u b l i c 

June 1, 1975 A l i c e Monroe 

STATE OF TEXAS X 

COUNTY OF MIDLAND X 

The f o r e g o i n g i n s t r u m e n t was acknowledged b e f o r e me t h i s 
day of , 1973 by 

Part n e r on b e h a l f of ROBERTS, KOCH & CARTWRIGHT, a p a r t n e r s h i p . 

My Commission E x p i r e s : 
Notary P u b l i c 
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UNIT OUTLINE 

TRACT NUMBER 

FEDERAL LANDS 
9,091.75 acres, 
85.60% of Unit 

STATE OF NEW MEXICO 
LANDS - 1,529.20 acres, 
14.40% of Unit 

E X H I B I T " A " 

DEER CANYON UNIT AREA 

EDDY COUNTY, NEW MEXICO 

UNIT CONTAINS 10,620.45 acres.of land. 

NM-072223 NM-0554937 NM-882 NM-10570 
NM-0559982 NM-883 NM-12386 

NM-0452402 NM-0559983 NM-7796 NM-12543 
NM-0452514 NM-882 NM-9798 NM-15850 
Tract #18 i s Unleased. 

L -6522 
LG-176 
L -6369 
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ASSIGNMENT r T UNITED STATES OIL AND GAS LEASE 

KNOW ALL MEN BY THESE PRESENTS : 

That 3AP3ARA 3. TALENTO, i n d i v i d u a l l y end as Independent 
E x e c u t r i x of tha Escace of Tony Talar.ro, deceased, h e r e i n a f t e r 
c a l l e d ''Assignor", i n consideration, of SIC. 00 and other valuable 
cash cons i d e r a t i o n oaid bv ROBERTS . N Z EE i CART--7 RIGHT, a p a r t -
nership composed of Ross D. 
Ca r t w r i g h t , whose address i s 205 

Charles E. Koch and Jack C. 
u i l d i n g of the Southwest., 

Midland, Texas 73701, h e r e i n a f t e r c a l l e d "Assignee", r e c e i p t 
of which i s hereby acknowledged, does hereby grant, assign and 
convey unto Assignee, i t s successors and assigns forever, t h a t 
c e r t a i n O i l and Gas I-eare -ado and cnter-ad i n t o on tha 1 s t day 
of November, 1963, issued by the United States o f America, 
bearing S e r i a l No. NM 0452402, covering - : 

Section 11, W/2 Section 14, N/2 NE/4 and SS/4 SE/4 ' 
Section 15, T-20-S, R-21-S, N .M. ? Eddy County,.". 
New Mexico, 

together with a l l rights aiid privileges thereunder appurtenant 
thereto, subject, however, to the following exceptions and resar-

Assignor excepts and reserves an overriding royalty equal to 
3% cf 8/3 of the market value at the wells as produced of a l l the 
o i l and gas which may be produced, saved and marketed from the 
above described lands under the terms of said o i l and gas lease 
or any extensions or renewals thereof; provided, however, that 

presumed t o be t h a t which i s r e a l i z e d from the sale. 5 a i a Over
r i d i n g r o y a l t y s h a l l be the t o t a l o v e r r i d i n g r o y a l t y f o r which 
Assignee s h a l l be o b l i g a t e d and i t s h a l l include a l l o v e r r i d i n g 
r o y a l t i e s or o b l i g a t i o n s payable out of production, i f any> 
he r e t o f o r e created and payable out of the lessee's share o f 
production of o i l and gas from said land. Said o v e r r i d i n g r o v a l t v 
s h a l l be f r e e and c l e a r of a l l costs of development and oparation 
but s u b j e c t t o i t s p roportionate p a r t of app l i c a b l e taxes and 
t r a n s p o r t a t i o n charges, i f any. Fuel o i l and gas f o r o p e r a t i n g 
and t r e a t i n g the premises may be deducted before computing s a i d 
o v e r r i d i n g r o y a l t y . Said o v e r r i d i n g r o y a l t y s h a i l be sub j e c t t o 
any cooperative or u n i t plan of operation or development approved 
by the Secretary of tha I n t e r i o r or any communitization o r other 
agreement f o r tha purpose of forming a w e l l spacing o r p r o r a t i o n 
u n i t under t h e - r u l e s or regulations of the New Mexico O i l Con
se r v a t i o n Commission t o which said lease may h e r e a f t e r be committed 
by Assignee, i t s successors and assigns, and i n such event, s a i d 
o v e r r i d i n g r o y a l t y s h a l l be computed and paid on the basis o f tha . 
o i l and gas a l l o c a t e d to the above described lands under and pur
suant t o the terms of such agreement or plan o f ope r a t i o n . Exceot 
as s p e c i f i c a l l y herein provided, cha res e r v a t i o n of s a i d over
r i d i n g r o y a l t y s h a i l not imply any leasehold p r e s e r v a t i o n , 
d r i l l i n g or development o b l i g a t i o n on the p a r t of Assignee. No 
change i n the ownership of said o v e r r i d i n g r o y a l t y or anv pa r t 

tnereoz sr.: 1 oe om t i n uocn Assignee, i t s successors and 
u n t i l such time as Assignee s h a l i have been furnished 
er the o r i g i n a l or a c e r t i f i e d copy o f tha recorded W l t i = 

i n s t r u m e n t o r i n s t r u m e n t s which ev idence such change 

$2 £ % r.oara 

Ecrac t iVe rT- i _^__i____ ! 

C h i s f , Min ; 



assignor warrants t h a t the i n t e r e s t above conveyed i s i a 
good standing and i s free and clear of a i l l i e n s , charges, 
encumbrances, o v e r r i d i n g r o y a l t i e s 
soever nature nor exceoted abov= = -• ~ -----—--in 

;r interests of what-

un-_G .-.ssignee, a_s successors and 
_o — , _- j_ . - 2 . 2 i . ; '.'.T.orj-s .er _ a v r u i i v navir ." Q — 
c l a i m i n g an i n t e r e s t t h e r e i n . 

EXECUTED i n quadrupl ica te t h i s 2 4th day o f January, 1373. 

3arbara 3. Ta ien to , I n d i v i d u a l l y 
and as Independent Execu t r ix , of . 

' the Estate o f Tony T a i e n t o , de-
ceased • • " . . 

STATE OF CALIFORNIA X 

The foregoing instrument was acknowledged before "ma f-his' 
£/L_day of . 1 d L> • , 1973, by Barbara B- Taiento,: 

in d i v i d u a l l y and as Independent Executrix of the Estate of 
Tony Taiento, deceased. 

ly Commission expires: 
Notary Public, Orange County, C a l i f o n 

t au uutnenea! v.-as f c - ^ o t t i Q ; l ^ • 

P*3« ..r / . o l tha 
77 

e r r o r s 



ASSIGNMENT OE UNITED STAT AND GAS LEASE 

.%Nu.v A j MSN BY THESE PRESENTS: 

'hat MILDRE 
:cr.sidaracion of $10 
aid by ROBERTS, KOCH 

FARMER, r a r o i r c f c e r c a l l e d "Assignor", i . 
G and other valuable cash consideration. 
St CARTWRIGHT, a partnership composed of 

Rooarts, Cranes E. Koch and Jack C. Cartwright, whose 
duress i s 205 B u i l d i n g of the Southwest, Midland, Texas 79701, 
2 r e i n a f t e r c a l l e d "Assignee", receipt, of which i s hereby 
cknowiedged, does hereby grant, assign and convey unto Assigne 
cs successors and assigns forever, t h a t c e r t a i n O i l and Gas 
aase made and entered i n t o on October 1, 1954 by and between t 
n i t e d States o f America, as lessor, bearing S e r i a l No. NM 0554 
ovaring -

Lots 1, 2,3, 4, 5, 6, 7, 8 and 9, SW/4 NE/4 
and SE/4 NW/4 Section 1, Township 20 South, 
•Range 21 East, N.M.P.M., Eddy County, New Mexico, .-
co n t a i n i n g 371.2 8 acres, more or l e s s , 

937, 

together w i t h a l l r i g h t s and p r i v i l e g e s thereunder or appurtenant 
t h e r e t o , s u b j e c t , hcv/ever, t f +• Vi o ne ro l l cwi r i v ^ o n r t r \ n — W 4 S ^ . resar-
v a t i o n s : 

/ 

Assignor excepts and reserves an o v e r r i d i n g r o y a l t y equal..:" ' 
to 5% o f 8/8 o f tha market value at the w e l l s as produced of a l l " -
the o i l and gas which, may be produced, saved and marketed from the 
above described lands' runder the terms of said o i l and gas lease 
or any extensions orfprenawals thereof; provided, however, t h a t 
on gas sold a t the we-Sl the market value s h a l l be con c l u s i v e l y 
presumed t o be t h a t which i s r e a l i z e d from the sale. Said over
r i d i n g r o y a l t y _ s h a l l be the t o t a l o v e r r i d i n g r o y a l t y f o r which 
Assignee s h a l l be o b l i g a t e d and i t s h a l l include a l l o v e r r i d i n g 
r o y a l t i e s or o b l i g a t i o n s payable out of production, i f any, 
here t o f o r e created and payable out of the lessee's share of 
production o f o i l and gas from said land. I f Assignor owns less 
than a l l of s a i d leasehold estate said o v e r r i d i n g r o y a l t y s h a l l be 
p r o p o r t i o n a t e l y reduced. Said o v e r r i d i n g r o y a l t y s h a l l , be f r e e 
and c l e a r o f a l l costs of development and operation but subject t o 
i t s p r o p o r t i o n a t e p a r t of applicable taxes and t r a n s p o r t a t i o n 
charges, i f any. Fuel o i l and gas f o r operating and t r e a t i n g the 
premises may be deducted before computing said o v e r r i d i n g r o y a l t y . 
Said o v e r r i d i n g r o y a l t y s h a l l be subject to any cooperative o r 
u n i t plan of operation or development approved by the Secretary o f 
cha I n t e r i o r o r any communitization or other agreement f o r the 
purpose of forming a w e l l spacing or p r o r a t i o n u n i t under the. 
rules or r e g u l a t i o n s of the New Mexico O i l Conservation Commission 
to which said lease may hereafter be committed by Assignee, i t s 
successors and assigns, and i n such event, said o v e r r i d i n g r o v a l t v 
s h a i l be computed and paid on the basis of the o i l and gas a l l o 
cated co tne above described lands under and pursuant t o the terms 
cf such agreement or plan of operation. Except as s p e c i f i c a l l v 
herein provided, the reservation of said o v e r r i d i n g r o y a l t y s h a l i 
not imply any leasehold preservation, d r i l l i n g or development 
o b l i g a t i o n on the p a r t of Assignee. No change i n the ownershio o f 
said o v e r r i d i n g r o y a l t y or any par t thereof s h a l i be b i n d i n g uoon 
the Assignee, i t s successors and assigns, u n t i l such time as 
Assignee s h a l l have been furnished w i t h e i t h e r 
a c e r t i f i e d copy of the recorded instrument 
2videnee such change. 

ia o r i g i n a l or 

~c =4 -

X s s r JN7rtTE rr11 * •? ??k o TED- - 4 ; 

Erfac t iv3___iAaa_^ . l J923 . 

.Minsrais ^ecti on 



( < 

A s s i g n o r w a r r a n t s tha*-
^ooci 3 — 2. n ci x n cf 
a n c u r j rar .ces , 
s o a va r n a t ur e 

V - f i ' n • V V *' "Y ̂  V V t* V a v - ** a" 

u tna ar.oerasc acove convayea r s i n . 
i s f r e e and c l e a r c f a i l l i e n s , c h a r g e s , 

nv.= - r i d i n g r o y a l t i e s c r ocher i n t e r e s t s o f w h a t -
excep ted above, ' - >vss;-i-cT.-^f .-v^j^c:-j>j:&var,. 

i s ^ ^ i i iXagaSris tXa ' I IX pa r a c h s X iv he lies i a .va rX ; iXv . f^> iV( ̂ avi;riq( . v z ^ * 
e-re-in- uncar Assignor, 

l o i n c iay o f December, 

/•'/•--</_^-/ :._x, ' 7 j : v 7 , u - y 
Mildred J.- Farmer 

STATS Oir C \ L TFQPMI * 
COUNTY OF QRAM^P. " 

The foregoing instrument was acknowledged before me t h i s 
15th day of. December , 1972 , by Mildred 

My Commission expires 

December 10, 1974 

>->. s annex. 

• Ax/?..-.- / / f //. • VT^y /•.,.., v / 
N o t a r y P u b l i c ~ . _ 

PKYLUS AMN PALMSR 2 '.: 

1 My CfcTMnission fca!r« Pa-, if.. 1374 ' | V» * 

C «^yi i i * i \ ' t t X». -u. County of S^;-, ss. T j j ^ y 

pa*- of tha Escorts of ^J.^^/xi-r> . J 

.Deputy 

- 2 -



CONSENT AND RATIFICATION OF PEER CANYON UNIT AGREEMENT 

The undersigned owner o f o v e r r i d i n g r o y a l t y or pr o d u c t i o n 
payment i n t e r e s t as shown i n the E x h i b i t s t o the Deer Canyon 
U n i t Agreement hereby acknowledges r e c e i p t o f sa i d U n i t Agree
ment and consents and agrees t h a t the i n t e r e s t o f the under
signed s h a l l be su b j e c t t o a l l the terms and p r o v i s i o n s o f 
sa i d agreement and i n c o n s i d e r a t i o n o f the b e n e f i t s accruing 
t o t he undersigned, does hereby r a t i f y and con f i r m s a i d U n i t 
Agreement i n i t s e n t i r e t y and agrees t h a t the i n t e r e s t o f the 
undersigned w i t h i n s a i d U n i t Area s h a l l be computed and payed 
i n t h e manner pr o v i d e d f o r i n s a i d U n i t Agreement. 

This Consent and R a t i f i c a t i o n s h a l l be b i n d i n g upon the under
signed upon r e c e i p t o f the same by the U n i t Operator and may 
be f i l e d f o r r e c o r d independently and w i t h copy o f sa i d U n i t 
Agreement i n a l l a p p r o p r i a t e o f f i c e s . 

Executed and D e l i v e r e d t h i s l s t day o f June 
1973. 

Sous'" s I- "t~:"' McSr'ia. Hxocutor of 
The Eslala cl :-it A. iLr.son, Deceased 
P. 0. Box 1515, Kos'.veii, New Mexico 882011 

State o f N e w Mexico 

County o f Chaves : 

The f o r e g o i n g instrument was acknowledged before me t h i s 

1 s t day o f June , 1973 by Douglas L. 

"Lad" McBride, Executor o f The Estate of Ernest A. Hanson, Deceased 

/$dtary Public / / 

December 30 76 
My commission e x p i r e s , 19 



.ASS I UNITED STATES CTL ANT) GAS LEASE 

'hat HE?.3E?T ANDERSC: 'i r e _.'_~2aia C. Ar.dsrsor. 
sigr.or" , i r . c o n s i d e r a t i o n o f $10.00 and 

a l u a b i e case c o n s i d e r a t i o n c a i c o-
:omoo; or 

;.C3ERTS, KOCH &. 
D. Roberts, Charles E. 

Koch and Jack C. C a r t w r i g h t , whose address i s 205 B u i l d i n g o f 
t h e Southwest, M i d l a n d , Texas 79701, h e r e i n a f t e r c a l l e d "Assicnee" 
r e c e i p t o f which i s hereby acknowledged, does hereby g r a n t , 
a s s i g n and convey unto Assignee, i t s successors and assigns 
f o r e v e r , t h a t c e r t a i n O i l and Gas Lease made and e n t e r e d i n t o on 
June I , 1966 by and between t h e U n i t e d S t a t e s o f America, as 
l e s s o r , b e a r i n g S e r i a l No. 0559333, c o v e r i n g -

SW/4 o f t h e SS/4 o f S e c t i o n 14, T-20-S,".R-21-E,' 
N.M.P.M., Eddy County, New Mexico c o n t a i n i n g 
40 a c r e s , more o r l e s s , • - .. 

t o g e t h e r w i t h a l l r i g h t s and p r i v i l e g e s t h e r e u n d e r o r a p o u r t e n a n t 
t h e r e t o , s u b j e c t , however, t o the f o l l o w i n g e x c e p t i o n s and r e s e r 
v a t i o n s : . - • • 

As s i g n o r excepts and reserves an o v e r r i d i n g r o y a l t y e c u a l 
t o 3% o f 8/8ths o f t h e market value a t t h e w e l l s as produced o f a l 
t h e o i l and gas which may be produced, saved and marketed from t h e 
above d e s c r i b e d lands under t h e terms o f s a i d o i i and gas l e a s e o r 
any e x t e n s i o n s o r renewals t h e r e o f ; p r o v i d e d , however, t h a t on. 
gas s o l d a t t h e w e l l t h e market va l u e s h a l l be c o n c l u s i v e l y - v 
presumed t o be t h a t which i s r e a l i z e d from t h a s a l e . .Said o v e r 
r i d i n g r o y a l t y s h a l l be t h e t o t a l o v e r r i d i n g r o y a l t y f o r which 
Assignee s h a l l be o b l i g a t e d and i t s h a i l i n c l u d e a l l o v e r r i d i n g 
r o y a l t i e s o r o b l i g a t i o n s payable out o f p r o d u c t i o n , i f anv,-
h e r e t o f o r e c r e a t e d and payable out o f t h e lessee's share'"of 
p r o d u c t i o n o f o i l and gas from s a i d l a n d . I f A s s i g n o r owns l e s s 
t h a n a l l o f s a i d l e a s e h o l d e s t a t e s a i d o v e r r i d i n g r o y a l t y s h a i l 
be p r o p o r t i o n a t e l y reduced. Said o v e r r i d i n g r o y a l t y s h a i l be 
f r e e and c l e a r o f a l l c o s t s o f development and o p e r a t i o n b u t s u b j e 
t o i t s p r o p o r t i o n a t e p a r t o f a p p l i c a b l e taxes and t r a n s p o r t a t i o n 
charges, i f any.-- F u e l o i l and gas f o r o p e r a t i n g and t r e a t i n g t h e 
premises may be deducted b e f o r e computing s a i d o v e r r i d i n g r o v a l t y . 
S a i d o v e r r i d i n g - r o y a l t y s h a l l ba s u b j e c t t o any c o o p e r a t i v e o r 
u n i t p l a n o f o p e r a t i o n o r development approved b y t h a S e c r e t a r y o f 
t h e I n t e r i o r o r any c o m m u n i t i z a t i o n o r o t h e r agreement f o r t h e 
purpose o f f o r m i n g a w e l l spacing o r p r o r a t i o n u n i t under t h a 
r u l e s o r r e g u l a t i o n s o f the New Mexico O i l C o n s e r v a t i o n Commissior 
t o which s a i d lease may h e r e a f t e r be committed b y Assignee, i t s 
successors and a s s i g n s , and i n such event, s a i d o v e r r i d i n g r o y a l t y 
s h a l i be computed and p a i d on t h e b a s i s o f t h e o i l and gas a l l o 
c a t e d t o t h e above d e s c r i b e d lands under and p u r s u a n t t o t h e term: 
o f such agreement o r p l a n o f o p e r a t i o n . Except as s p e c i f i c a l l y 
h e r e i n p r o v i d e d , t h e r e s e r v a t i o n o f s a i d o v e r r i d i n g r o v a l t v s h a l l 
n o t i m p l y any l e a s e h o l d p r e s e r v a t i o n , d r i l l i n g o r develooment 

O O i i C ; .ion 
s a i d o v e r r i d i n g 

e v i c a r c a sucr. 

No change i n t h e ownership o 
her e o f s h a l l be b i n d i n g uoon 

on t h e p a r t or Assignee 
r o y a l t y or any p a r t 

the Assignee, i t s successors and as s i g n s , u n t i l such time as 
Assignee s h a l l have been f u r n i s h e d w i t h e i t h e r t h e o r i g i n a l o r a 
c e r t i r i e d copy o f t h e recordad i n s t r u m e n t o r i n s t r u m e n t s which 

change. 

A S 31G uTtfEiT Tj A73 P=^v^n 
S t r e e t i v j a Z . J i ( W ^ Y 1G73 

/ ^ X P / v>> 
Chief, Mir—ai ~ ¥ 

a s e c t i o n 



A s s i g n o r w a r r a n t s t h a t the ir.tarast^arsova^coriyeyac^is i : 
--^d s - a ^ ^ i r c and i s f ree and c l e a r cc a_- n a n s , cnarges, 
encumbrances^ o v e r r i d i n g r o y a l t i e s or o t h e r i n t e r e s t s o r what
soever n a t u r e n ot excepted above, and Ass i g n o r w i l l f o r e v e r 

t i t l e t h e r e t o unto Assignee, i t s successors and 
assigns a g a i n s t a l l persons whomsoever l a w f u l l y h a v i n g o r 
,-i a-i -nine an i n t e r e s t t h e r e i n . 

MECUTED i n q u a d r u p l i c a t e t h i s cav o: , L972. 

Herbert. Anderson 

/ - . , . v - -

/ A' > 

STATE Or v .--> C JT> 

COUNTY OF v4C-> * A-y^fL 

X 

.The f o r e g o i n g 
day oJ 

i n s t r u m e n t was acknowledged b e f o r e me t h i s 
, 1972, b y H e r b e r t A n d e r s o n . 

v :• 

n v • N o t a r y P u b l i c 

• J 
—> 

My..Commission/ e x p i r e s : 

day o i 222^ * 

I t f * fe* Sarong a* y > ! S ^ - * y ^ - " ~ 

.G22A£D2H5 HUEASSS?, County Car* 
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ASSIGNMENT 01 OIL AND GAS LEASE 

:CV7 ALL MEN 3Y THESE PRSSEN i w : 

Aw ORi ana v : z a ----«- -» --2. jars -
>.„„..• _ c s n s i £ ^ r i w f . Q f . o 5 § I Q . O O and h o r e i r . a i t a r c a l l e d " A s s i g n o r " , 

o c h e r v a l u a b l e cash c o n s i d e r a t i 
CA?:T"»-."7.LGHT, a p a r t n e r s h i p composed o i Ross D. R o b e r t s , C h a r l e s 

whose address i s 205 B u i l d i n g o f Koch and uack C 
exas 7 37C1, h e r e i n a f t e r c a l l e d "Assignee", 

s hereby acknowledged, does hereby g r a n t , a s s i g n 
Southwest, Midland, 
r e c e i p t o f -which i 
and convey u n t o Assignee, i t s successors and as s i g n s f o r e v e r , t h a t 
c e r t a i n O i l and Gas Lease made and e n t e r e d i n t o on December 1 , 
1956 by and bet-ween t h e U n i t e d S t a t e s o f America, as l e s s o r , 
b e a r i n g S e r i a l No. NM 382, c o v e r i n g - ' •.; 

SE/4 o f t h e SW/4 o f S e c t i o n 22, Township 20 South, ' 
Range 21 East, N.M.P.M., Eddy County, Sew Mexico, -
. c o n t a i n i n g 40 acres, more or l e s s , , -

t o g e t h e r w i t h , a l l r i g h t s and p r i v i l e g e s t h e r e u n d e r o r a p p u r t e n a n t 
t h e r e t o , s u b j e c t , however, t o t h e f o l l o w i n g e x c e p t i o n s and r e s e r 
v a t i o n s : '-

A s s i g n o r excepts and reserves an o v e r r i d i n g " r o y a l t y e q u a l 
t o 3% o f 8/8ths o f t h e market v a l u e a t t n e w e l l s as produced o f 
a l l t h e o i l and gas which may be produced, saved and marketed 

ihe above d e s c r i b e d lands under t h e t e r m s o f said- o i l ana 
gas l e a s e o r any e x t e n s i o n s or renewals t h e r e o f ; p r o v i d e d , "however, 
t h a t on gas s o l d a t t h e w e l l t h e market v a l u e s h a l l oe c o n c l u 
s i v e l y presumed t o be t h a t which i s r e a l i z e d f r o m t h e s a l e . S a i d 
o v e r r i d i n g r o y a l t y s h a l l be t h e t o t a l o v e r r i d i n g r o y a l t y f o r w h i c h 
Assignee s h a l l be o b l i g a t e d and i t s h a i l i n c l u d e a i l o v e r r i d i n g 
r o y a l t i e s o r o b l i g a t i o n : y; .a o u t o f p r o d u c t i o n , i f aa 1 

h e r e t o f o r e c r e a t e d and payable out o f t h e le s s e e ' s share "of 
p r o d u c t i o n o f o i l and gas from s a i d l a n d . I f A s s i g n o r owns l e s s 
t h a n a i l o f s a i d l e a s e h o l d e s t a t e s a i d o v e r r i d i n g r o y a l t y s h a i l 
be f r e e and c l e a r o f a l l c o sts o f development and o p e r a t i o n b u t 
s u b j e c t t o i t s p r o p o r t i o n a t e p a r t c f a p p l i c a b l e t a x e s and t r a n s 
p o r t a t i o n charges, i f any. F u e l o i l and gas f o r o p e r a t i n g and 
t r e a t i n g t h e premises may be deducted b e f o r e computing s a i d o v e r 
r i d i n g r o y a l t y . S a i d o v e r r i d i n g r o y a l t y s h a l l be s u b j e c t t o any-
c o o p e r a t i v e o r u n i t p l a n o f o p e r a t i o n o r development approved b y ths 
S e c r e t a r y o f t h e I n t e r i o r o r any c o m m u n i t i z a t i o n o r o t h e r agree
ment f o r t h e purpose o f fo r m i n g a w e l l s p a c i n g o r p r o r a t i o n u n i t 
under t h e r u l e s o r r e g u l a t i o n s o f t h e New Mexico O i l C o n s e r v a t i o n 
Commission t o w h i c h s a i d lease may h e r e a f t e r be committed b y 
Assignee, i t s successors and as s i g n s , and i n such e v e n t , s a i d 
o v e r r i d i n g r o y a l t y s h a l l be computed and p a i d on t h e b a s i s o f 
o i l and gas• a l l o c a t e d t o t h e above d e s c r i b e d lands under and 
p u r s u a n t t o t h e terms o f such agreement o r p l a n o f o p e r a t i o n . 
Except as s p e c i f i c a l l y h e r e i n p r o v i d e d , t h e r e s e r v a t i o n o f s a i d 
o v e r r i d i n g r o y a l t y s h a l l not i m p l y any l e a s e h o l d p r e s e r v a t i o n , 
d r i l l i n g o r development o b l i g a t i o n on t h e p a r t o f A s s i g n e e . No 
change i n t h e ownership o f s a i d o v e r r i d i n g r o y a l t y o r anv p a r t 
t h e r e o f s h a i l be b i n d i n g upon t h e Assignee, i t s successors and 
a s s i g n s , u n t i l such t i m e as Assignee s h a l l have been f u r n i s h e d 
w i t h e i t h e r t he o r i g i n a l or a c e r t i f i e d copy o f t h e r e c o r d e d • 
ir.scru.ment o r i n s t r u m e n t s which evidence 

t h a 

;ucn cnange. 

• 7 - Edward Majors 3'5 )?.R 

ASSIC-KKHIT ^pSOXf>Q73 
E f f e c t i v e 

j C h i e f , M i n e r a l s Sect i o i 



( 

— 1 

Assignor warrants t h a t the i n : 
' ending and i s free and clear 

ncumorar.ces, o v e r r i d i n g r o y a l t i e s 
nature not excepted above, a: 
che t i t l e t h e r e t o unto Assigr 

ssigr.s against a i l persons whorr.sca-. 

good s t 
."3 ri r~ 

soever 

an i n t e r e s t t h e r e i n . 

rest above conveyed'is i n 

• 2--- l i e n s , charges, 
other i n t e r e s t s o f what-
.-̂.s signer w a i l forever 

i t s successors and 
• l a v / f u l l y having or 

EXECUTED i n cuadruo l i c a t e t n i : :av oj i-iovasbar • , 1S72 

LA 
Scv/ara .Majors 

. ' V / 7 f , 

Ann i . valors ' 

STATE OF Florida 

COUNTY OF Alachua 

The f o r e g o i n g i n s t r u m e n t was acknowledged b e f o r e nta t h i s 
aay o f 7 7 , L -< J , 197? b ~ 1 

.' " - • ' < - —^*^•v- ,^^ ™ ^ - . ' — ~~ ' *-> ' J - > ^ » » ^ & J . V O . i.•^^L i O r < ! a n n -

w i r e ~ • - " 

My Commission exoires: 

Notary Public 

0M" ci 

. . . . . — •*' - ~ + aareby certi£y &a; 
aairum&at waa fUed for .-acorti on 7 J A . » 7 , 

B33« £ Z J ? a i t ia Heconis of j y . / ^ r» ~ 

csa^pias aua.vfi|2; -count, 

" : 5 » — , Deputy 

• \ 



CONSENT AND RATIFICATION OF DEER CANYON UNIT AGREEMENT 

The undersigned owner o f o v e r r i d i n g r o y a l t y or p r o d u c t i o n 
payment i n t e r e s t as shown i n the E x h i b i t s t o the Deer Canyon 
U n i t Agreement hereby acknowledges r e c e i p t o f s a i d U n i t Agree
ment and consents and agrees t h a t the i n t e r e s t o f the under
signed s h a l l be su b j e c t t o a l l the terms and p r o v i s i o n s o f 
sa i d agreement and i n c o n s i d e r a t i o n o f the b e n e f i t s accruing 
t o t h e undersigned, does hereby r a t i f y and c o n f i r m s a i d U n i t 
Agreement i n i t s e n t i r e t y and agrees t h a t the i n t e r e s t of the 
undersigned w i t h i n s a i d U n i t Area s h a l l be computed and payed 
i n the manner provid e d f o r i n s a i d U n i t Agreement. 

T h i s Consent and R a t i f i c a t i o n s h a l l be b i n d i n g upon the under
signed upon r e c e i p t o f the same by the U n i t Operator and may 
be f i l e d f o r reco r d independently and w i t h copy o f s a i d U n i t 
Agreement i n a l l a p p r o p r i a t e o f f i c e s -

Executed and D e l i v e r e d t h i s ^^Cc-O^fC?^ day o f 
1973. 

State 
County o f ̂  C*> _P 

The f o r e g o i n g instrument was acknowledged bef o r e me t h i s 

1973 by 

L. MAURICE PROVCSTT 
imbossed here tn 5 - r iY Cc!:-".-"3 Pii^Ji, 

State ci ha. Notary Public fi^al 
My Commission is issued ior liie. 

My commission ex p i r e s 

Notary P u b l i c 
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CONSENT AND RATIFICATION OF DEER CANYON UNIT AGREEMENT 

The undersigned owner o f o v e r r i d i n g r o y a l t y o r p r o d u c t i o n 
payment i n t e r e s t as shown i n the E x h i b i t s t o the Deer Canyon 
U n i t Agreement hereby acknowledges r e c e i p t o f sa i d U n i t Agree
ment and consents and agrees t h a t the i n t e r e s t o f the under
signed s h a l l be su b j e c t t o a l l the terms and p r o v i s i o n s o f 
s a i d agreement and i n c o n s i d e r a t i o n o f the b e n e f i t s accruing 
t o t h e undersigned, does hereby r a t i f y and co n f i r m s a i d U n i t 
Agreement i n i t s e n t i r e t y and agrees t h a t the i n t e r e s t o f the 
undersigned w i t h i n s a i d U n i t Area s h a l l be computed and payed 
i n t h e manner pr o v i d e d f o r i n s a i d U n i t Agreement. 

This Consent and R a t i f i c a t i o n s h a l l be b i n d i n g upon the under
signed upon r e c e i p t o f the same by the U n i t Operator and may 
be f i l e d f o r r e c o r d independently and w i t h copy o f s a i d U n i t 
Agreement i n a l l a p p r o p r i a t e o f f i c e s . 

Executed and D e l i v e r e d t h i s 26th day of J u lY 
1973. 

State o f C a l i f o r n i a ; 

County of Los Angeles ; 

The f o r e g o i n g instrument was acknowledged before me t h i s 

26th day o f July , 1973 by Genny E-

Holdsworth 

Notary P u b l i c 

My commission ex p i r e s Aug. 2 , 19 75 

u i l l l l l l l l l l l l l l l l l l l " I " ' l l l l i immi Illlinilllll l inii lNiii l i i imiiir 

t ^ C S D I K OFFICIAL SEAL | 

GENNY E. HOLDSWORTH § 
NOTARY PUBLIC-CALIFORNIA | 

PRINCIPAL OFFICE IN | 
LOS ANGELES COUNTY | 

My Commission Expires August 2, 1975 | 
Siiiii.iiiMininiiiiiuiiiNiiiiumiiniiiiitiniii iimmiiiiimiiiimniiuiimimiiiiiiitiiiHiiim* 



CONSENT AND RATIFICATION OF DEER CANYON UNIT AGREEMENT 

Tha undersigned owner o f o v e r r i d i n g r o y a l t y o r p r o d u c t i o n 
payment i n t e r e s t as shown i n the E x h i b i t s t o the Deer Canyon 
U n i t Agreement hereby acknowledges r e c e i p t o f s a i d U n i t Agree
ment and consents and agrees t h a t the i n t e r e s t o f the under
signed s h a l l b'e s u b j e c t t o a l l the terms and p r o v i s i o n s o f 
s a i d agreement and i n c o n s i d e r a t i o n o f the b e n e f i t s a c c r u i n g 
t o t h e undersigned, does hereby r a t i f y and c o n f i r m s a i d U n i t 
Agreement i n i t s e n t i r e t y and agrees t h a t the i n t e r e s t o f the 
undersigned w i t h i n s a i d U n i t Area s h a l l be computed and payed 
i n t h e manner p r o v i d e d f o r i n s a i d U n i t Agreement. 

Th i s Consent and R a t i f i c a t i o n s h a l l be b i n d i n g upon the under
signed upon r e c e i p t o f the same by the U n i t Operator and may 
be f i l e d f o r r e c o r d independently and w i t h copy o f s a i d U n i t 
Agreement i n a l l a p p r o p r i a t e o f f i c e s . 

Executed and D e l i v e r e d t h i s day o f 

Sta t e o f : 
County o f : 

Tha f o r e g o i n g i n s t r u m e n t was acknowledged b e f o r e me t h i s 

1973. 

day o f 1973 by 

My commission e x p i r e s 19 > 



CONSENT AND RATIFICATION OF DEER CANYON UNIT AGREEMENT 

The undersigned owner o f o v e r r i d i n g r o y a l t y or pro d u c t i o n 
payment i n t e r e s t as shown i n the E x h i b i t s t o the Deer Canyon 
U n i t Agreement hereby acknowledges r e c e i p t of said U n i t Agree
ment and consents and agrees t h a t the i n t e r e s t o f the under
signed s h a l l be sub j e c t t o a l l the terms and p r o v i s i o n s o f 
s a i d agreement and i n c o n s i d e r a t i o n o f the b e n e f i t s accruing 
t o t h e undersigned, does hereby r a t i f y and con f i r m s a i d U n i t 
Agreement i n i t s e n t i r e t y and agrees t h a t the i n t e r e s t o f th e 
undersigned w i t h i n s a i d Unit Area s h a l l be computed and payed 
i n t h e manner pr o v i d e d f o r i n s a i d U n i t Agreement. 

This Consent and R a t i f i c a t i o n s h a l l be b i n d i n g upon the under
signed upon r e c e i p t o f the same by the U n i t Operator and may 
be f i l e d f o r rec o r d independently and w i t h copy o f sa i d U n i t 
Agreement i n a l l a p p r o p r i a t e o f f i c e s . 

State oif ^/^&r/o : 
County of ' T ) / , / ! / f / f / < . : 

The foregoing instrument was acknowledged before me this 

AJ — day of /7//1}/ . 1973 by Jfls/ 

Notary Puboic 

My commission e x p i r e s / ^ ( ^ ^ ^ L L ^ J y ^ j , 19 7 ^ 



CONSENT AND RATIFICATION OF DEER CANYON UNIT AGREEMENT 

The undersigned owner o f o v e r r i d i n g r o y a l t y or p r o d u c t i o n 
payment i n t e r e s t as shown i n the E x h i b i t s t o the Deer Canyon 
U n i t Agreement hereby acknowledges r e c e i p t o f sa i d U n i t Agree
ment and consents and agrees t h a t t h e i n t e r e s t of th e under
signed s h a l l be sub j e c t t o a l l the terms and p r o v i s i o n s o f 
s a i d agreement and i n c o n s i d e r a t i o n o f the b e n e f i t s accruing 
t o t h e undersigned, does hereby r a t i f y and con f i r m s a i d U n i t 
Agreement i n i t s e n t i r e t y and agrees t h a t the i n t e r e s t o f the 
undersigned w i t h i n s a i d U n i t Area s h a l l be computed and payed 
i n t h e manner provid e d f o r i n s a i d U n i t Agreement. 

This Consent and R a t i f i c a t i o n s h a l l be b i n d i n g upon the under
signed upon r e c e i p t o f the same by the U n i t Operator and may 
be f i l e d f o r reco r d independently and w i t h copy o f s a i d U n i t 
Agreement i n a l l a p p r o p r i a t e o f f i c e s . 

Executed and D e l i v e r e d t h i s 15th day o f June 
1973. 

Sta t e o f Colorado 
County o f Denver 

The f o r e g o i n g in s t rumen t was acknowledged b e f o r e me t h i s 

15th day o f June , 1973 by 

Raymond T. Duncan and Joan R. Duncan 

Nota ry P u b l i c 

My commission e x p i r e s December 7 t ig74 


