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UNIT AGREEMENT :
FOR THE DEVELOPMENT AND OPERATION OF THE
NORTHEAST CAPROCK QUEEN UNIT
LEA COUNTY, NEW MEXICO

THIS AGREEMENT, entered into as of the day of

1961, by and between the parties subscribing, ratifying or consenting

hereto, and herein referred to as "partles hereto",

WITNESSETH: That,

WHEREAS, the parties hereto are the owners of working, royalty or
other oll or gas interests in the Unlt subject to this Agreement; and

WHEREAS, the Commissloner of Public lands of the State of New
Mexico 1s authorized by an Act of the Leglslature (Sec. 3, Chap. 88,
Laws 1943 as amended by Sec, 1 of Chap. 162, Laws of 1951, Chap. 7, Art.
11, Sec, 39, N.M.S. 1953 anno) to consent to or approve this Agreement
on behalf of the State of New Mexico, insofar as it covers and includes
lands and mineral Iinterests of the State of New Mexico; and

WHEREAS, the Commissioner of Public Lands of the State of New
Mexico is authorized by an Act of the Legislature (Sec. 3,_Chap. 88,
Laws of 1943, as amended by Sec. 1, Chap. 162, Laws of 1951, Chap. 7,
Art., 11, Sec. 41, N.M.S. 1953 anno) to amend with the approval of the
lessee, any oll and gas lease embracing State lands so that the length
of the term of sald lease may colncide with the term oy such unitized
development and operation of State lands; and

WHEREAS, the 01l Conservation Commission of the State of New Mexico
1s authorized by law (Chap. 72, Laws of 1935, as aménded by Chap. 193,
Laws of 1937, Chap. 166, Laws of 1941, and Chap. 168, Laws of 1949) to
approve thls Agreement, and the conservation provlsions hereof; and

WHEREAS, the Mineral Leasing Act of February 25, 1920, (41 stat.
437, as amended, 30 U.S.C. Sections 181 et seq.) authorizes Federal
lessees and their representatives to unite with each other or Jjointly
or separately with others in collectively adoptling and opergting a cb-

operative or unit plan of development or operatlion of any oll or gas



pool, fleld or like area or any part thereof for the purpose of more
properly conserving ‘he natural resources thereof whenever determined
and certified by the Secretary of the Interior to be necessary or advis-
able in the public interest; and

WHEREAS, the partiles hereto hold sufficlent interests 1in the
Northeast Caprock Queen Unit covering the land hereinafter described

to give reasonably effective control of operatlion therein; and

WHEREAS, it is the purpose of the partlies hereto, to enable insti-
tutlion and consummation of secondary recovery operations, conserve nat-
ural resources, prevent waste and secure the other benefits obtainable
through development and operation of the area subject to this Agreement
under the terms, condltions and limitations herein set forth.

NOW,THEREFOﬁE, in consideratibn of the premlises ahd the promises
herein contained, the partles hereto commit to this Agreement their
entlire respective Interests in the below defined Unlt Area, and agree
severally among themselves as follows:

SECTION 1. ENABLING ACT AND REGULATIONS: The Mlneral Leasing

Act of February 25, 1920, as amended, supra, and all valid, pertinent
regulatlons, including operating and unlt plan regulations, heretofore
issued thereunder and valld, pertinent and reasonable regulations here-
after issued thereunder are accepted and made a part of this Agreement
as to Federal lands, provided such regulations are not inconsistent
wlth the terms of this Agreement; and as to non-~Federal lands, the oil
and gas operating regulatlons in effect as of the effective date hereof
governing drilling and producing operations, not lnconsistent with the
terms hereof or the laws of the State in which the non-Federal land 1s
located, are hereby accepted and made a part of this Agreement.

SECTION 2. UNIT AREA AND DEFINITIONS: For the purpose of this

Agreement, the following terms and expressions as used herein shall
mean:

ga) "Unit Area" 1s defined as those lands speclfiled on
Exhibit "A" hereof, «nd such land is hereby designated and recognilzed as
constituting the Unit Area; the lands descrilbed in said Exhibit "A" are
described as follows, to-wit:



Township 12 South, Range 32 East, New Mexico Principal Meridian

Section 14: S/2 sw/h

Section 15: S/2 SE/4, NW/4 SW/4
Section 16: §/2

Section 17: SE/4 SE/4

Section 20: NE/4

Section 21: NVLL, N/2 NE/4, NW/4 Sw/4
Section 22 N/2 N/2, SE/4 NE/4
Section 23: NW/4

containing 1,360.00 acres, more or less, in Lea County, New
Mexlco.

(b) "Commissioner" 1s defined as the Commissioner of Public
Lands of the State of New Mexlco.

(¢) "Commission" 18 defined as the 01l Conservation Commis-
slon of the State of New Mexlco.

(d) "Director" is defined as the Director of the Unilted
States Geologilcal Survey.

(e) "Secretary" is defined as the Secretary of the Interior
of the United States of America,

(£) '"Department" is defined as the Department of the Interior
of the United States of America.

"Supervisor" is defined as the 01l and Gas Supervisor
of the Unlted States Geologlcal Survey.

(h) "Queen Formation" 1s defined and shall mean that hereto-
fore established underground reservolr, the top of which 1s found at
2,986 feet, and the base of which is found at 3,323 feet, on the Gamma
Ray log of TEXACO Inc,'s State of New Mexico "BA" (NCT-8) Lease, Well No. 1
located in the NE/4 NE/4 of Section 22, T-12-S, R-32-E, insofar as the
same lles within the Unlt Area.

(1) "Unitized Formation" is defined as the portion of the
Queen Formation effectively committed to this Agreement.

(J) "Unitized Substances" 1s defined as and shall mean all
oll, gas, gaseous substances, sulphur contained in gas, condensate,
distlllate and all assoclated and constituent liquilds or liqueflable
hydrocarbons within or produced from the Unitized Formation.

(k) "Working Interest" 1s defined as the right to search for,
produce and acqulre Unitized Substances whether held as an incident of
ownership cf mineral fee simple tltle, under an oll and gas lease, or
otherwise held.

(1) "Working Interest Owner" 1s defined as and shall mean

any party hereto owning a Working Interest, including a carried working
interest owner, holding an interest 1in Unitized Substances by virtue of

a lease, operating agreement, fee title or otherwise, which interest 1s
chargeable with and obligated to pay or bear, elther in cash or out of
production, or otherwlse, all or a portion of the cost of drilling, de-
veloping and producing the Unitized Substance from the Unitlzed Formation
and operating thereof hereunder.

(m) "Royalty Interest" or "Royalty" 1s defined as an inter-
est other than a Working Interest in or right to recelve a portion of
the Unitized Substances or the proceeds thereof and includes the royalty
interest reserved by the lessor by an oll and gas lease and any overrid-
ing royalty interest, oil payment interest, net profit contracts, or any
other payment or burden which does not carry with it the right to search
for and produce Unitlized Substances,
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(n) "Royalty Owner" is defined as and shall mean the owner
of a Royalty Interest.

(o} "Unit Operating Agreement" is defined as and shall mean
any agreement or agreements (whether one or more) entered into {sepa-
rately or collectively) by and between the Unit Operator and the Working
Interest Owners as provided in Section 10, infra, and shall be styled
"Unit Operating Agreement, Northeast Caprock Queen Unit, Lea County,

New Mexico.

{(p) '"Paying Quantities" is defined as production of Unitized
Substances in quantities sufficient to pay for the cost of producing
same from wells on the unitized land.

(q) "Phase I" is defined as that period of time until the
total amount of Unit Area Remaining Primary Reserves 1s produced., Ffor
all purposes of this Agreement the date of termination of Phase I shall
be the last day of the month in which such amcunt of o0il is produced.

{r) "Phase II" is defined as the remainder of the term of
this Agreement after the termination of Phase I,

(s) "Tract or Unit Area Remaining Primary Reserves'" is defined
as the number of barrels of oil heretofore apprcved by the Working
Interest Owners or the estimated remaining primary oil reserves as of
January 1, 1961, from such Tract or the Unit Area.

(t) "Tract or Unit Area Ultimate Primary Recovery" is defined
as total cumulative amount of o0il produced from such Tract or the Unit
Area to January 1, 1961, as reported to the State 0il Conservation
Commission, plus the Tract or the Unit Area Remaining Primary Reserves,
as applicable,

SECTION 3. EXHIRITS: Exhibit "A" attached hereto is a map show-
ing, to the extent known to the Unit Operator, the Unit Area and the
boundaries and identity of tracts and leases in saild Unit Area, Exhibit
"B" attached hereto is a schedule showing, tc the extent known to the
Unit Operator, the acreage comprising each tract, percentage ownership
of each Working Interest Owner in each tract, and the percentage of parti-
cipation each tract has in the Unit Area. However, nothing herein or
in said schedule or map shall be construed as a representation by any

party hereto as to the ownership of any interest other than such inter-

est or interests as are shown in said map or schedule as owned by such



party. Exhibits "A" and "B" shall be revised by the Unit Operator when-
ever changes render such revislon necessary, and at least two coples of
such revision shall be filed with the Commlsaioner, and not less than
slix coples thereof shall be filed with the Supervisor,

SECTION 4, EXPANSION: The above described Unit Area may when
practicable be expanded to include therein any additional tract or
tracts regarded as reasonably necessary or advlsable for the purposes
of this Agreement to conform with the purposes of this Agreement, Such
expanslon shall be effected in the followling manner:

(a) The Working Interest Owner or owners of a tract or
tracts desiring to bring such tract or tracts Into this Unit, shall file
an application therefor with Unif Operator requesting such admissilon.

(b) Unit Operator shall circulate a notice to each Working
Interest Owner of the proposed expansion, settlng out the basls for ad-
mission, the unit participation to be assigned to such tract or tracts,
and other pertinent data. After negotiation (at Working Interest Owners'
meeting or otherwise) 1f 90 percent of the Working Interest Owners (on
the basis of unit participation during Phase II) have agreed to such
tract or tracts being brought into the Unilit, then Unit Operator shall:

(1) Prepare a notice of proposed expansion describing
the contemplated changes in the boundaries of the Unit Area, the reason
therefor, the basis for admlssion of the additional tract or tracts, the
unit participation to be assigned thereto and the proposed effectilve
date thereof, preferably the first day of a month subsequent to the date
of notlce; and

(2) Dellver coples of sald notice to the Commlssioner,
the Director, each Working Interest Owner (mailing copy of such notilce
to the last known address of each such Working Interest Owner) and to
the lessee and lessor whose interests are proposed to be committed, ad-
vising such parties that thirty (30) days will be allowad for submission
to the Unit Operator of any objection to such proposed expanslon; and

: File, upon the expiration of sald thirty (30) day
period as sét out in (2) lmmedlately above and provided that objections
of not more than 10 percent of the Working Interest Owners have been
filed thereto, with the Commlssioner, Director and the Commlssilon the
following: a) Comprehensive statement as to malling such notice of ex-
pansion: (b) An application for such expansion; and c) An Instrument
containing the appropriate jJoinders in compliance with the participation
requirements of Section 14, infra.

The expansion shall, after due conslderation of all pertinent infor-
mation and upon approval by the Commlssioner, the Director and the Com-
mlssion, become effective as of the date prescribed In the notice there-
of or on such other date as set by the Commissloner, the Director and

the Commission in the order or instrument approving such expansion,
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SECTION 5, CONTRACTION: When practicable, the Unit Area shall be

contracted to exclude land not effectlively committed to this Unit Agreemenc
whenever such cvontraction 1s necessary or advisable to conform with the

purposes of thils Agreement. Such contractlion should be effected in the

following manner:

(a) Unit Operator, with concurrence of at least 80 percent
of the Workilng Interest Owners, on the basis of unit participation
during Phase II, or on demand of the Director, or on demand of the
Commissioner, after preliminary concurrence by the Director, shall
prepare a notlce of contraction describing the contemplated changes in
the boundarles of the Unit Area, the reasons therefor, and %the proposed
effective date thercof, preferably the first day of a month subsequent
to the date of notice.

(b) Sald notice shall be dellvered to the Supervisor, Com-
mlssion, and to the Commissioner, and coples thereof mailed to the last
known address of each Working Interest Owner, lessee, and Royalty Owner
whose infterests are affected, advising that 30 days wlll be allowed for
submission to the Unit Operator of any objJections.

cz Upon explration of the 30-day perlod provided in the pre-~
ceding item (b) hereof, Unlt Operator shall file with the Supervisor,
Commlssion, and the Commlssioner, a comprehensive statement as to mail-~
Ing of the notice of contraction and a copy of any objections thereto
which have been filed wlth the Unit Operator, together with an appli.a-
tlon in sufficient number, for approval of such contraction,

(a) After due consideration of all pertinent information, tne
contraction, upon approval by the Commlssioner, Commission, and the
Director, shall become effective as of the date prescribed in the notice
thereof. '

SECTION 6. UNITIZED LAND AND UNITIZED SUBSTANCES: All Unitlzed

Substances in all of the hereinabove described and subsequently admitted
land effectively committed to this Agreement, insofar only as the same
may be found in the Unitized Formation, together with the surface rights
of ingress and egress, are unitized under the terms of thls Agreement
and said land shall constiltute land referred to hereln as "Unitlzed
Land" or MLand Subject to this Agreement"

Nothing herein shall be construed to unltlze, pool, or 1in any way
affect the oil, gas and other minerals contalned in or that may be pro-
duced from any formation other than the Unitlzed Formatlon.

SECTION 7, UNIT OPERATOR: TEXACO Inc., a Delaware corporation,

is hereby designated as Unit Operator, and by slgning this instrument
as Unit Operator 1t agrees and consents to accept the dutles and obliga-
ticns of Unlt Operator for the operatlon, development and production of

Unitized Substances as herein provided, Whenever reference 1ls made
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herein to the Unit Operator, such reference means the Unit Operator
acting in that capacity and not as an owner of interests in Unitized
Substances, and the term "Working Interest Owner" when used herein shall
include or refer to Unit Operator as the owner of a Working Interest
when such an Interest is owned by it.

SECTION 8. RESIGNATION OR REMOVAL OF UNIT OPERATOR: Unit Opera-

tor shall have the right to resign at any time, but such resignation
shall not become effective s0 as to relesase Unit Operator from the

duties and obligations of Unit Operator and terminate Unit Operator's
rights as such for a period of six (6) months after written notice of
intention to resign has been given by Unit Operator to all Working Inter-
est QOwners, the Commissioner and the Director, unless a new Unit Opera-
tor shall have taken over and assumed the duties and obligations of Unit
Operator prior to the expliration of said pericd.

The resignation of Unit Operator shall not release Unit Operator
from any 1liability for any default by it hereunder occurring prior to
the effective date of its resignation,

The Unit Operator may, upon default or failure in the performance
of its duties or cbligations hereunder, te subject to removal by 75
percent of the committed Working Interest Owners (on the basis of Unit
participation during Phase II) exclusive of the Working Interest Owner
who is the Unit Operator. Such removal shall be effective upon notice
thereof to the Commissioner and the Director,

In all instances of resignation or removal, until a successor Unit
Operator is selected and approved as hereinafter provided, the Working
Interest Owners shall be jointly responsible for periformance of the
duties of Unit Operator,

The resignation or removal of Unit Operator under this Agreement
shall not terminate its right, title or interest as the owner of a

Working Interest or other interest in Unitized Substances, but upon the



resignation or removal of Unit Operator becoming effective, such Unit
Operator shall deliver possession of all equipment, books, and records,
materials, appurtenances and any other assets, used in conducting the
Unit operations and owned by the Working Interest Owners (including any
and all data and information which it might have gained or assembled by
reason of its operation of the Unit Area) to the new duly qualified suc-
cessor Unlt Operator or to the owners thereof if no such new Unit Operator
is elected, to be used for the purpose of conducting Unit operations
hereunder. Nothing herein shall be construed as authorizing removal of
any material, equipment and appurtenances needed for the preservation
of any wells,

SECTION 9. SUCCESSOR UNIT OPERATOR: Whenever the Unilt Operator

shall tender 1ts resignation as Unlt Operator or shall be removed as
hereinabove provided, the Working Interest Owners shall by affirmative
vote of at least 65 percent of their voting interest, based upon the
percentages of participation during Phase II as shown on Exhibit "B",
select a successor Unit Operator, provided, however, that should any
Working Interest Owner own a voting interest of more than 35 percent,
the vote of said party shall not serve to disapprove the selection of a
new Unit Operator approved by 80 percent or more of the voting interests
of the remaining Working Interest Owners, and provided further that the
Unlt Operator shall not vote to succeed himself. Such seiection shall
not become effective until (a) a Unit Operator so selected shall accept
in writing the duties and responsibilities of Unit Operator, and (b)
the selection shall have been approved by the Commissioner and the
Director. If no successor Unit Operator is selected and cualified as
herein provlided, the Commissioner and the Director, at their election,
may declare thils Agreement terminated.

SECTION 10, ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT:

Costs and expenses incurred by Unit Operator in conducting Unif opera-
tions hereunder shall be paid, apportioned among and borne by the Work-

ing Interest Owners in accordance with the Unit Operating Agreement.
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Such Unlt Operating Agreement shall also provide the manner. in which the
Working Interest Owners shall be entltled to recelve thelr respective
proportlonate and allocated share of the benefits accruing hereto in
conformity with their underlying operating agreements, leases or other
independent contracts and such other rights and obligatlons as between
Unit Operator and the Working Interest Owners as may be agreed upon by
the Unit Operator and the Working Interest Owners; however, no such Unit
Operating Agreement shall be deemed elther to modlfy any of the terms
and conditions of thls Unit Agreement or to relleve the Unlt Operator

of any right or obligation established under this Agreement, and in case
of any inconsistency or conflict between thls Agreement and the Unilt
Operating Agreement, thls Agreement shall prevail., Two true coples of
any Unit Operating Agreement executed pursuant to this Sectlion shall be
filed with the Commissioner and three true coples thereof shall be flled
with the Supervisor, prior to approval of this Agreement.

SECTION 1l1. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR: Except as

otherwise specifically provided herein, the excluslve right, privilege
and duty of exercising any and all rights of the parties hereto which
are necessary or convenlent for prospectlng for, producing, storing,
allocating and distridbuting the Unitlzed Substances are hereby delegated
to and shall be exercised by the Unit Operator as herein provided.
Acceptable evidence of title to sald rights shall be deposited with saild
Unit Operator, and together with thils Agreement, shall constitute and
define the rights, privileges and obligatlons of Unit Operator. Nothing
herein, however, shall be construed to transfer title to any land or to
any lease or operating agreement, 1t being understood that under this
Agreement tne Unit Operator, In 1ts capacity as Unilt Operator, shall
exerclse the rights of possesslon and use vested In the partles hereto
only for the purposes hereln sveclfled,

SECTION 12. PLAN OF OPERATIO§§; It is recognized and agreed by

the parties hereto that all of the land subject to this Agreement is
reasonably proved to be productive of Unitized Substances in paying quan-
titles and that the object and purpose of this Agreement is to formulate
and to put into effect a secondary recovery project in order to effect

additional recovery of Unitilzed Substances, prevent waste and conserve
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natural resources. The parties hereto agree that the Unit Operator

may, subject to the consent and approval of a plan of operation by the
Working Interest Owners, the Supervisor, the Commission, and the
Commissioner, Inject into the Unitized Formation, through any well or
wells completed therein, brine, water, alr, gas, o0il, liquefied petroleum
gas, and any other substance or a combination of any of said substances,
wnether produced from the Unit Area or not, and that the location of
input wells and the rates of Injecticn therein and the rate of production
shall be governed by standards ¢ zood geologic and petroleum engineering
practices and conservation methods. Aiter commencement of secondary
operations, Unlit Operator shall Zurnicn the Commlssion, the Commissioner,
and the Supervisor monthly, injectiorn and production reports for each
well in the Unit. The Working Intzrest Cwners, the Supervisor, the

Commission, and the Commissioner, shall be furnished periodical reports
on the progress of the plan of operation and any revisions or changes
thereto; provided however, thet any major revisions of the plan of opera-
tion involving a basic deviation fro:: trhe initisal plen of operation shall
be subject to the consent and approval of the Working Interest Owners,
the Supervisor, the Commissicn, and The Commissioner.

Tﬂe initial plan of operation shall e Iiled with the Supervisor, the
Commission, and the Commissioper concurrently with the filing of this Unit
Agreement for final approval. Sald initial plan of operation and all
revisions thereof shall be as complete and adeguate as the Supervisor,
the Commission, and the Commissionesr mey determine to be necessary for
timely operation consistent herewith. Reasonable diligence shall be exer-
cilsed in complying with the obligeticns of the approved plan of operation.

Notwithstanding anythingz to thae contrary herein contained, the Unit
Operator snall commence gecondary recovery operations on the Unit Area
within six (3) months after the effective date of this Agcreement, or any
extensicn thereof approved L, the Commission, the Commissioner and the
Director, or this Agreement snall terminate automaticall in which

v g

letter event Unit Operator shall notify all interested vparties. After
such operations are commenced, Unit Cperator shall carry on such operations
&z would & reasonabl prudent operator under the same or similar circum-

stances.
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SECTION 13, TRACT PARTICIPATION: In Exhibit "B" attached heret:,

there are listed and numbered the varlous tracts within the Unit Area
and set forth opposite each tract is a filgure which represents the per-
centage of participation allocated to each tract in the Unit Area
during Phase I, and a flgure which represents the percentage of parti-
clpation allocated to each tract 1n the Unit Area during Phase II, The

formulas used for the calculatlon of such percentages of participation

are as followss

(a) Percentage = 100 Tract Remaining Primary Reserves
Participation from the Unitized Formation
of Each Tract Unit Area Remainling Primary Reserves
During Phase I from the Unitized Formation
(b) Percentage = 100 Tract Ultimate Primary Recovery
" Participation from the Unitized Formation
of Each Tract Unit Area UltTimate Primary Recovery
During Phase II from the Unitized Formation

The percentages of particlpation set forth opposite each tract in
Exhibit "B" were calculated on the basis of 100 percent tract commitment.
If the Unit Agreement is approved with less than 100 percent tract com-
mltment, said percentages of partlcipation shall be revised to fit the
commitment status as of the effectlve date hereof, and thereafter, as need-
ed pursuant to Section 15 (Allocation of Unitized Substances).

SECTION 14, TRACTS QUALIFIED FOR UNIT PARTICIPATION: On and after

the effective date hereof the tracts wilthin the Unit Area which shall be
entitled to participation (as provided in Sectlon 13 hereof) in the pro-
duction of Unitlized Substances therefrom shall be those tracts within the
Unlt Area and more particularly described in saild Exhibit "B" that are
qualified as follows:

{a) Each and all of those tracts as to which Working Interest
Owners owning 100% of the Working Interest in said tract and Royalty
Owners owning 100% of the Royalty Interest in sald tract have subscribed,
ratliflied or consented to this Agreement; and

(p) Each and all of those tracts as to which Working Interest
Owners owning not less than 95% of the Working Interest thereln and
Royalty Owners ownilng not less than 75% of the Royalty Interest therein
have executed this Agreement, and in which the Working Interest Owners
in sald tract who have executed this Agreement have agreed to indemnify
and hold harmless all other parties hereto, in a manner satisfactory to
85% of the Working Interest Owners qualified under (a), against any and
all claims and demands that may be made by the nonjoining Working Inter-~
est Owners or Royalty Owners, or both, on account of the commitment and
joinder of such tract to the Unit Agreement, and operation thereof under
such conditions on the basils herein provided, and as to which 85% of the
Working Interest Owners qualified under (a), exclusive of the Working
Interest Owner submitting such tract, have approved the commitment of
such tract to this Unlt Agreement.

-11-



If, on the effective date of this Agreement, there is any tract
or tracts which have qot been effectively committed to or madz subject
to this Agreement by qualifying as above provided, then such tract or
tracts shall not be entitled to participote hercunder. Unit Operator
shall, when submitting this Agreement DTor final opproval by tiae Jommise-
sioner and the Director, file therewlith a scheduls of those tracts
which have been commltted and mads suvject to this Agreement and are
entitled to oarticipate'in the procduction from the Uﬁit Area nercunder,
Said schedule shall sct fOTth cpnesite each sugh committed tTract the
lease number and assignmenc nusber, the owner of record of the lcase
and the percentages of participatiocn of such tract whiéh snhall be compﬁted’
according to the part icipation forawla set out in Seetion 13 {Tract

Participatiqn) above, This schedule of particlpation shall be & pard

2
-

of Exhibit "B" and unon approval thereol by the Commissioner and the

hi:

|4
b:v
( U

¢t

Director shall become a part of ient and shall govern the

o]

gr
allocation of production of Unltized Substances until a new schedule

is filed and approved by the Comuissioner and the Director.

SECTION 15, ALLOCATION OF UnITIZED SUBSTANCES: All Unitized

g

Substances produced and saved (1 53, save and except any part oI suc

ey

Unitized Substances used in confoxmnity with good operating practices

on unitized land for drilling, opertting, camp, and other production or
development purposes and Jor pressure maintenance or unavoidable loss)
shall be apporticned among and ailocated to the commiited tracts within

the Unit Area in accordance with the respective tract participation then

ctive periods such Unitcized Sub-

0]

effective hereundsr during the resp
stances were produced, as set forth in the schedules of participoction in

1
ph

Subztaices so0 allocated to cich

C D
(o7

Exhibit "B"., The amount of Unitiz

§

tract, and only that amcoat, (regardless of whether 1t be more or less
than the cnount of the actual production of un;ti;ed Suvbetances frcem the

well or woils, 1T any, on such Trac %) shall, for 2ll intents, uses and
purposez, ne deemed to have been produced Irom such v..LCT.
The T=nivtized Substances allocated Tto cxcir Tract shall be dislrib-

uted zmong, or accounted for to the parties executling, consentin: to or

1
[
n
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ratifying this Agreement entltled to share in the production from such
tract in the same manner, in the same proportions, and upon the same
condltlions, as they would have participated and shared in the production
from such tracts, or in the proceeds therecf, had this Agreement not
been entered into; and wlth the same legal force and effect.

No tract commltted to this Agreement and quallfied for participa-
tion as above provided shall be subsequently excluded from participation
hereunder on account of depletion of Unltized Substances, and nothing
herein contained shall be construed as requiring any retroactlve adjust-
ment for production obtained prior to the effectlve date of the Joilnder
of any tract.

If the Working Interest and the Royalty Interest 1n any tract are
dilvided with respect to separate parcels or portlons of such tract and
owned severally by different persons, the percentage participatlon
assigned to such tract shall, in the absence of a recordable instrument
executed by all owners and furnished to Unit Operator fixling the divi-
sions of ownership, be divided among such parcels or portions in propor-

tion to the number of surface acres in each,

g

The Unitized Substances allocated to each tract shall bs delivered
in kind to the respective Working interest Owners and partiss entivlied
thereto by virtue of the ownership of oil and gas rights tharein or by
purchase from such owners. Each Worklng Tnterest Owner and the parties
entitled thereto shall have the continuing right to receilve such produc- -
tion in kind at a common point within the Unit Area and to sell or dis-
pose of the same as 1t sees fit., Each such party shall have the right
to construct, maintain and operate all necessary facilities for that
purpose on unitized land, provided the same are so constructed, maln-
tained and operated as not to interfere with operations carried on pur-
suant hereto. Subject to Section 16 hereof, any extra expendlture in-
curred by Unit Operator by reason of the dellvery in kind of any portion
of the Uniltized Substances shall be borne by the party recelving the
same in kind. In the event any party hereto shall fall to take or othe-
wise adequately dlspose of 1ts proportionate share of the production
from the Unlt Area currently as and when produced, then so long as such
conditions continue, Unit Operator, foxr the account and at the expense

of sueh party and in order to avold curtalling the operation of the Unlt
e e P



Ares, may sell or otherwilse dispoge of such production to itself or
others on a day-to~day basis at not less than the prevalling market
price in the area for like production, and the asccount of such party
shall be charged therewlth ag having received such production. The net
proceeds, 1f any, of the Unitized Substances so disposed of by Unit
Operator shall be paid to the party entltled thereto.

Any party recelving In kind or separately disposing of all or ahy
part of the Unltized Substances allocated to any tract, or receiving the
proceeds therefrom if the same 1s sold or purchased by Unit Operator;
shall be responsible for the payment of all Royalty on the lease or
leases and tracts contributed by it and recelved into the Unit, and each
such party shall hold each other party hereto harmless against all claims,
demands and causes -of action for such Royalty on the lease or leases and
tracts contributed by 1t and received into the unitized land.

If, after the effective date of thls Agreement, there i1s any tract
or tracts that are subsequently commltted hereto, as provided in Sectilon
4 (Expansion) hereof, or any tract or tracts within the Unit Area not
committed herefo as of the effective date hereof but which are subse-
quently committed hereto under the provisions of Section 31 {Nonjoinder
and Subsequent Joinder), or if any tract is excluded from the Unit Area
as provided for in Section 30 (Loss of Title), the schedules of partici-
pation as shown in Exhibit "B", subject to Section 13 (Tract Participa-
tion) or Section 31 (Nonjoinder and Su%;equént Joinder), whichever 1s
appropriate, shall be revised by the Unit Operator and distributed to
the Working Interest Owners, the Commlssioner, and the Director to show
the new percentages of participation of all the then effectively committed
tracts; and the revised schedules, upon approval by the Commissloner and
the Director, ch2ll govern all the allocation of production from and
after the effective date thereof untll a new schedule is filed and
approved by the Commissioner and the Director,

SECTION 16, ROYALTY SETTLEMENT: The State of New Mexlico and the

United States of America and a2ll Royalty Owners who, under an exlsting

contract, are entitled to take in kind a share of the substances pro-
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duced from any tract unitlzed hereunder, shall continue to be entiﬁled
to such right to take in kind thelr share of the Unitized Substances
allocated to such tract, and Unilt Operator shall make deliveries of such
Royalty share taken in kind in conformity with the applicable contracts,
laws and regulations. Settlement for Royalty Interest not taken in kind
shall be made by Working Interest Owners responsible therefor under ex-
isting contracts, laws and regulations, on or before % last day of
each month for Unitized Substances produced during the preceding calen-
dar month; provided, however, that nothing herein contained shall oper-
ate to relleve the lessees of any land from their respective lease obli-
gations for the payment of any Royalty due under their leases? except
that such Royalty shall be computed in accordance with the terms of this
Unit Agreement.

If gas obtained from lands not subject to this Agreement i1s intro-
duced into the Unitized Formation, for use in repressuring, stimulation
of production or Increasing ultimate recovery in conformity with a plan
approved pursuént to Section 12 (Plan of Operations), a like amount of
gas, less appropriate deductions for loss from any cause, may be with-
drawn from the Unitlized Formation, Royalty free as to dry gas bus not as
to the products extracted therefrom;i provided such wilthdraw2i shall be
pursuant to such conditions and formulas as may be prescribed or approved
by the Supervisor and the Commissioner; and provided further that such
right of wilthdrawal shall terminate as of the effective date of termina-
tion cf the Unit Agreement. If liquefied.petroleum gases obtained from
lands or formations not subject to this agreement be injected into the
unitized land for the purpose of increasing ultimate recovery, which shall
he in conformance with a plan first approved by the Supervisor and the
Commissioner, part or all of such liquefied petroleum gases may be with-
drawn royalty free pursuant to such conditions and formulas as may be
prescribed or approved by the Supervisor and the Commilissioner.

All Royalty due the State of New Mexico and the Unlted States of
America and the other Royalty Owners hereunder shall be computed and

paid on the basis of all Unitlzed Substances allocated to the respectilve
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tract or tracts committed hereto, in lieu of actual production from
such tract or tracts, |

Each Royalty Owner (other than the State of New lMexlco and the
United States of America) that executes this Agreement represents and
warrants that it 1s the owner of a Royalty Interest in a tract or tracts
within the Unlt Area as its interest appears in Exhibit "B" attached
hereto. If any Royalty Interest in a tract or tracts should be lost by
title failure or otherwise in whole or in part, during the term of this
Agreement, then the Royalty Inferest of the party representing himself
to be the owner thereof shal. be rediced proportionately and the inter-
est of all parties shall be adjusted accordingl: .

SECTION 17. RENTAL SETTLEMNZNT: Rentals or minimum royalties due

on leases commitfed hereto shall be pald by Working Interest Owners re-
sponsible therefor under existing contracts, laws and regulations, pro-
vided that notning herein contained shall cperate to relieve the lessees
of any land from their respective lease obligations for the payment of
any rental or minimum royalty i:i lieu tThereof, due under thelr leases,
Rental for lands of the Stute of New Mexico subject to this Agrezement
shall be paid at the rate specified in the respective leases from the
State of New lMexico. Rental or minimun royalty for lands of the Unlted
States of America subject to this ALAgreement shall be paid at the wate
specified in the respective leases frox the United States of Amsrica,
unless rental or minimum royalty is waived, suspeﬁded, or reduced by law
or by approval of the Secretary or his duly authorized representative.

SECTION 18, CONSERVATION: C.csrations hereunder and nroduction of

Unitized Substances shall be conducted to provide for the nost econcmlcal
and efficient recovery of said substances without waste, as defined by
or pursuant to Federal and State laws and regulations.

SECTION 19. TDRAINAGE: The Unit & perator shall take appropriate
and adecuate measures to prevent drainage of Unitized Substances from
usitized iarl by wells on land not subjeet to this Agreement.

SECTICON 20, LEASES AND CONTRACTS CONFORMED ..XD EXTE:TED: The

terms, conditions and provisions of all leases, subleases and other con-

tracts relati .z to exploration, drilling, «evelopment or operation for

(@
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01l or gas on lands committed to this Agreement are hereby expressly
modified and amended to the extent necessary to make the same conform to
the provislons hereof, but otherwise to remain in full force and effect;
and the parties hereto hereby consent that the Secretary and the Commis-
sloner, respectively, shall and by their approval hereof, or by the
approval hereof by their duly authorilzed representatives, do hereby
establlsh, alter, change or revoke the drilling, producing, rental, mini-
mum royalty and royalty requirements of Federal and State leases commit-
ted hereto and the regulations in respect thereto to conform sald re-
quirements to the provisions of this Agreement,

Without 1imiting the generality of the foregoing, all leases, sub-

leases and contracts are particularly modifilied in accordance with the

following:

(a) The develpopment and operation of lands subject to this

Agreement under the ferms hereof shall be deemed full performance of all
obligations for development and operation with respect to each and svery
part or separately owned tract subjJect to this Agreement, regardiess of
whether there 1s any development of any particular part of tract of the
Unlt Area, notwlthstanding anything to the contrary in any lease, opera-
ting azreement or other contract by and between the parties hereto, or
thelr respective predecessors in interest, or any of tThem,

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

(c) Suspension of drilling or producing operations on all
unitilzed lands pursuant to dlrectlon or consent of the Commissloner and
the Supervlisor or their duly authorized representatives, shall be decmed
to constitute such suspension pursuant to such dirsction or consent as
to eéach and every tract of unitlized lands.

(d) Each lease, sublease, or contract relating to the ex-
plorat*on, drilling, development or operation for cil and gas which by
1ts terms might expire prior to the terminatlon of thils Agreement, 1l1s
hereby extended beyond any such term so provided therein, so that it
shall be continued 1n full force and effect for and during the term of
thils Agreement.

(e) Any Federal lease for a fixed term of twenty (20) years or
any renewal thereof or any part of such lease which 1s made subJect to this
Agreement shall continue in force beyond the term provided therein until
the termination hereof. Any other Federal lease committed hereto shall
continue in force beyond the term so provided therein or by law as to
the commltted land so long as such land remains committed hereto, or
in the event actual drilling operations are commenced on unitized land,
in accordance wlth the provisions of thls Agreement, prior to the end
of the primary term of such lease and are being diligently prosecuted
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at that time, such lease shall be extended for two years and so long
thereafter as oil or gas is produced in paying quantitles in accordance
with the provisions of the Mineral Leasing Act Revision of 1960,

(f) Any lease embracing lands of the State of New Mexico,
which is made subject to this Agreement, shall continue in force beyond
the term provided therein as to the lands committed hereto until the
termlnation hereof,.

(g) Any lease embracing lands of the State of New Mexico
having only a portion of its land committed hereto, shall be segregated
as to that portion committed and that not committed, and the terms of
such lease shall apply separately to such segregated portions commencing
as of the effectlve date hereof. Provided, however, that notwithstanding
any of the provisions of this Agreement to the contrary, such lease shall
continue in full force and effect beyond the term provided therein as
to all lands embraced in such lease if oill or gas is, or has heretofore
been, discovered in paying quantities on some part of the lands embraced
in such lease committed to this Agreement or, so long as a portion of the
Unitized Substances produced from the Unit Area is, under the terms of
this Agreement, allocated to the portlon of the lands covered by such
lease committed to this Agreement, or, at any time during the term here-
of, as to any lease that 1s then valld and subsisting and upon which
the lessee or the Unit Operator is then engaged in bona fide drilling,
reworking, or secondary recovery operations on any part of the lands
embraced in such lease, then the same as to all lands embraced therein
shall remain in full force and effect so long as such operations are
diligently prosecuted, and if they result in the production of oil or
gas, sald lease shall continue in full force and effect as to all of
the lands embraced therein, so long thereafter as oll or gas in paying
quantitlies is being produced from any portion of said lands.

(n) The segregation of any Federal lease committed to this
Agreement 1s governed by the following provisions in the fourth paragraph
of Sec. 17 (b% of said Act of February 25, 1920, as amended by the Act of
July 29, 1954, (68 Stat. 583, 585): "Any (Federal) lease hereafter com-
mitted to any such plan (unit) embracing lands that are in part within
and in part outside of the area covered by any such plan shall be seg-
regated into separate leases as to the lands committed and the lands not
committed as of the effective date of unitization; provided, however,
that any such lease as to the nonunitized portion shall continue in
force and effect for the term thereof but for not less than two years
from the date of such segregation and so long thereafter as oll or gas
is produced in paying quantities."

SECTION 21, MATHEMATICAL ERRORS: It is hereby agreed by all

parties to this Agreement that Unit Operator 1s empowered to correct any
mathematical errors which might exist in the pertinent exhibits to this
Agreement upon approval of the Commissioner, the Director, and the
Working Interest Owners.

SECTION 22, COVENANTS RUN WITH LAND: The covenants herein shall

be construed to be covenants running with the land with respect to the
interest of the parties hereto and their successors in interest until

thls Agreement terminates, and any grant, transfer or conveyance of
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interest in land or leases subject hereto shall be and hereby is con-
ditioned upon the assumptlion of all privileges and obligations hereunder
by the grantee, transferee or other successor in interest. No asslign-
ment or transfer of any Working Interest subject hereto’ shall be binding
upon Unit Operator untlil the first day of the calendar month after Unit ‘
Operator 1s furnlshed with the original, or acceptable photostatic or
certified copy, of the recorded instrument of transfer; and no assign-
ment oxr transfer of any Royalty Interest subject hereto shall be binding
upon the Working Inferest Owner responsible therefor until the first day
of the calendgr month after said Working Interest Owner is furnished
with the original, or acceptable photostatic or certified copy, of the
recorded instrument of transfer.

SECTION 23. EFFECTIVE DATE AND TERM: Thig Agreement shall become

binding upon each party who executes or ratifies it as of the date of
execution or ratification by such party and shall become effective as of

7:00 o'clock a.m. of the first day of the month next followlng:

(a) The execution or ratification of this Agreement and the
Unit Operating Agreement by Working Interest Owners owning a combined
unit participation during Phase I of at least 95 percent, and the execu-
tion or ratification of this Agreement by Royalty Owners owning a combined
interest of at least 75 percent of the Royalty Interest, in saild Unit
Area; and , .

. (p) The approval of this Agreement by the Commissioner, the
Secretary or his duly authorized representative, and the Commission,

If (a) and (b) above are not accomplished on or before January 1, 1963,
this Agreement shall ipso facto terminate on said date (hereinafter called
"termination date") and thereafter be of no further force or effect,
unless prior thereto this Agreement has been executed or ratified by
Working Interest Cwners owning a combined unit participation during
Phase I of at least ninety (90%) percent, and the Working Interest Owners
owning a combined unit participation during Phase I of at least ninety
(90%) percent committed to this Agreement have decided to extend said
termination date for a period not to exceed six (6) months (hereinafter
called "extended %t...mination date"), If said termination date is so
extended and (a2} and (b) are not accomplished on or before said extended
termination date, this Agreement shall ipso facto terminate on said extend-
ed termination date and thereafter be of no further force or effect. For
the purpose of this Section, ownership shall be computed on the basis of
unit participation as determined from Exhibit "C" attached to the Unit

Operating Agreement.

Unit Operator shall, within thirty (30) days after the effective
date of this Agreement, file for record a certificate to the effect
that this Agreement has become effective according to its terms and
stating further the effective date and the location of the governmental
agency.offices where copies of this Agreement are filed.

-19-



The term of thls Agreement shall be for and during the time that “
Unltlzed Substances are~pfoduced in paying quantities from the Unit Areg?
and as long thereaftervas drilling, reworking or other operatiloi {in;
cluding secondary recovery operations) afe prosecuted thereon wlthout
cessation of more than ninety (90) consecutive days, unless sooner termi;
nated by Working Interest Owners in the manner hereinafter provided.

Thls Agreement may be terminated with the approval of the.COmmis;
sioner and the Diréctor by Working Interest Owners owning ninety (90%)
percent unit participation during Phusc II whenever éuch Working '
Interest Owners determine that Unié operatic:is are no loﬁger profit-~
able, feasible or in the interest of conservation. Notice of any ‘
such térm;nation shall be gilven by Unit Operator to all parties hereto.

Upon terminatlon of this Agreement, the further development and
'operation of the Unit Area as a Unlt shall be abandoned, Unit operations
shall cease, and thereafter the partles hereto shall be governed by the
terms and provislons of the leases and contracts affecting the separate
~ tracts., | |

If not otherwise covered by the leases unitized under thls Agree-~
ment, Royalty Owners hereby grant Working Interest Owners a period of
six (6) months after termination of this Agreement in which to salvage,
séll, distribute or otherwise dispose of The personal property and
facilstles used in connection with Unit operations.

Section 24, RATE OF PROS:LCTING, DEVELOPMENT AND PRODUCTION: All

production and the disposal thereof shall be in conformicy wifh alloca=~

tions and qﬁotas made or fixed by any duly authorized person or regula-~

i

-

tory body under any scderal or Stdte statute., The Director and the

Commissioner are hercby vested with authority to alter or modify from |
time to time, at their discretic.., the rate of prospecting and deveibp—
ment and within the 1imits made or fixed by the Commission to alter 6r
modify the quantity and rate of production under this Agreement, such

authority being hereby limited to alteration or modification in the
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public interest, thé purpose thereof and the public interest to be servgd

thereby to be stated in the 6rder of alteration Qb modification.

Powers in this Section veSted in the Director and the Commlissioner

shall only be exercised after notice to Unit Operator and opportunity

for hearing to be held not less than fifteen days from notlce..

- ————— - rm——— e m—— . ——— - g, -

SECTION 25, FAIR EMPLOYMENT: In connectlon with the performance

of_work under this Agreement, the Unit Operator agrees not to discrimi-
nate against any employee or appllicant for employment becaqse of race,
reiigion, color, or natlonal origin. The aforesald provision shall in-
clude, but not be limited to, the fc.iowlng: employment, upgrading, de~
motion or transfer; recruitmgnt or recrultment advertising, layoff orl
termination;‘rates of pay or other forms of compensation; and selectlion
for training, including apprenticeship. The Unit Operator agrees to
post hereafter in consplcuous places, avallable for employees and appli-
cants for employment, notices to be provided by the contracting officer
setting forth the provisions of this nondiscrimination clause.

The Unit Operator agrees to insert the foregoing provision in all.
subcontracts hereunder, except subcontracts for standard commercial
gupplies or raw materials.

SECTION 26, APPEARANCES: Unlt Operator shall have the right to

appear for or on behalf of any and all interests affected hefeby_before
the Commissioner, the Department, and the Commission, and to appeal from
any order issued under the rules and regulations of the Commissioner, the
Department, or the C.ommlssion, or to apply for relief Ifrom any of sald
rules and regulations or In any proceedings relative to operations before
the Commiséioner, the Department, or the Gommission, or any other'legally
constituted authority; provlided, however, that any other interested
party shall also have the right at hls or 1lts own expense to be heard in
any such_proceeding. ’



SECTION 27. NOTICES: All notices, demands, obJections or state-
ments requlred hereunder to be given or rendered to the parties hereto
shall be deemed fully given 1f made in writing and personally delivered
to the party or parties or sent by postpaid certified mail, addressed,to
such party or partles at their respective addresses set forth in connec-
tion with the signatures hereto or to the ratification or consent here-
of or to such other address as any such party or parties may have fup-
nished in writing to the party sending the notice, demand or statement.

SECTION 28. NO WAIVER OF CERTAIN RIGHTS: Nothing in this Agree~

ment contalned shall be construed as a walver by any party hereto of the
right to assert any legal or constitutional right or defenge as to the
validity or invalidity of any law of the State wherein sald unitized
lands are located, or rules or regulations issued thereunder in any way
affecting such party, or as a waiver by any such party of any right be-
yond hils or its authority to walve,

SECTION 29. UNAVOIDABLE DELAY: All obligatlons under this Agree-

ment requiring the Unlt Operator to commence or continue secondary re-
covery operations or to operate on or produce Unitlzed Substances from - -
any of the lands covered by thils Agreement shall be suspended while, but
only so long as the Unlt Operator desplte the exercisé of due care and
diligence, 1s prevented from complying with such obligatlons, in whole
or in part, by strikes, acts of God, Federal, State or municipal law or
agency; unavoidable accldent, uncontrollable delays 1n transportation,
1nability to obtain necessary materials 1n open market, or other matters
beyond the reasonable control of the Unlt Operator whether similar to
mafters herein enumerated or not.

SECTION 30. LOSS OF TITLE: In the event title to any tract of

unitlized land shall fail so as to render the tract inoperable under this
Agreement and the true owner cannot be induced to Join thls Unit Agree-

ment, such tract shall be automatically regarded as not committed hereto
and there shall be such readjustment of future costs and benefits as may
‘be required on account of the loss of such title., In the event of a dis-

pute as to title as to any Royalty, Working Interest or other interest
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subject thereto, payment or delivery on account thereof may be withheld
without 11iabllity or interest until the dispute is finally settled; pro-
vided, that as to State or Federal land or leases, no payments of funds
due the State of New Mexico or the United Stétea of Ameriéa shall be
withheid, but such funds shall be deposited as directed by the Commlis-
sioner or the Supervisor (as the case may be), to be held as unearhed
money pending final settlement of the tltle dispute, and then applied as
earned or returned 1ln accordance with such final settlement.

Unlt Operator as such is rellieved from any responsibility'for any
defect or fallure of any title hereunder.

SECTION 31. NONJOINDER AND SUBSEQUENT JOINDER: If the owner of

any substantial interest in a tract within the Unit Area falls or refuses
to subscribe, ratify, or consent in writing to this Agreement, the Vork-
ing Interest Owner in that tract who has executed or ratified'this Agree-
ment may withdraw said tract from this Agreement by written notice to the
Director, the Commissioner, and Unit Operator prior to the effective date
of this Agreeﬁent. Joinder by any Royalty Owner, at any time, must be
accompanied by appropriate Jo;nder of the corresponding Working Interest
Owner in order for the interest of such Royalty Owner to be regarded as
effectively committed., Joinder to the Unit Agreement by a Working Inter-
est Owner, at'any time, must be accompanled by appropriate joinder to the
Unit Operating Agreement in order for such interest to be regarded as
effectively committed to this Unit Agreement.

Any oll or gas interest in the lands 1n the Unit Area not committed
hereto prior to submission of thls Agreement to the Commissioner and the
Director for final approval may thereafter be committed hereto upon com-
pliance with the applicable provisions of this Sectlion and of Sectlon 14
(Tracts Qualified for Unit Participation) hereof, at any time up to the
‘effective date hereof and for a period to and including six (6) months
thereafter, on the same basls of participatlon as provided in said
Section 14, by the owner or owners thereof subscribing, ratifying, or
consenting in writing to this Agreement and, if the interest 1s a Working
Interést, by the owner of such interest subscribing also to the Unlt

Operating Agreement,
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It 1s understood and agreed, however, that from and after six (6)
months from the effective date hereof the right of subsequent joinder
as provided in this Sectlion shall be subject to such requirements or
approvals and on such basls as may be agreed upon‘by ninety (90%) percent
of the Working Intercest Owners (based upon the percentages of particil-
pation during Phase II). Such Joinder by a proposed Working Interest
Owner must be evidenced by hls execution or ratification of this Agree-
ment and the Unit Operating Agreement. Such joinder by a proposed
Royalty Owner must be evidenced by his execution, ratification‘or con-
sent of this Agreement and must be consented to in writing by the Working
Interest Owner responsible for the payment of any benefits that may
accrue hereund@r in behalf of such proposéd Royalty Owner. Except as may
be otherwise herein provided, subsequent joinder to this Agreement shall
be effective at 7:00 a.m. as of the first day of the month following the
filing with the Commissioner and the Supervisor of duly executed counter-
parts of any and all documents necessary to establish effective commit-
ment of any tract or interest to this Agreement, unless objectlon to
such Joinder by the Commlssioner or the Director 1ls duly made within
sixty (60) days after such filing.

SECTION 32. COUNTERPARTS: Thils Agreement may be executed in any

number of counterparts, no one of which needs to be executed by all
parties and may be ratified or conéented to by separate instrument in
writing specifically referring héréto, and shall be binding upon all
those parties who have executed suéh a‘counterpart, ratification or‘con-
sent hereto with the same force and effect as if all partles had signed
the same document, and regardless 6f whether or not it is executed by
all other parties ownir or claimihg an interest in the lands within the
above described Unlt Area.

SECTION 33, TAXES: Each party hereto shal;, for its own account,
render and pay its share of any taxes levied against or measured by the
amount or value of the Unitized Substances produced froﬁ the unitized
land; provided, however, that if 1t 1s required or 1f 1t be determined
'that the Unit Operator or the several Working Interest Owners must pay

of;advance sald taxes for the account of the partles hereto, it 1s hereby
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exprgssly agreed that the partles so paying or advancing sald taxes
shall be reimbursed therefor by the parties hereto, including Royalty
Owners, who may be responsible for the taxes on their respective allo-
cated share of sald Unitized Substances, No such taxes shall be charged
to the United States oi to the State of New Mexico, nor to any lessor
who has a contract with a lessee which requires hils lessee to:pay such

taxes.

SECTION 34, CONFLICT OF SUPERVISION: Neilther the Unit Operator

nor the Working Interest Owners, nor any of them, shall be subject to
any forfelture, terminatlion or expiration of any rights hereunder or
under any leases or contracts subject hereto, or to any penalty or lia-
bility on account of delay or fallure in whole or in part:tb comply with
any applicable provisions thereof to the extent that the said Unit Oper-
ator or the Working Interest Owners, or any of them, are hindered, de-
layed or prevented from complying therewith by reason of fallure of the
Unit OperatorAto obtain, in the exerclse of due diligence, the concur-
rence of proper representatives of the Unlted States and proper repre-
sentatives of the State of New Mexlco in and about any mattsrs or things
concerning which 1t ié required:herein that such concurrence be obtalned.
The parties hereto and the Commission agree that all powers and
authority vested in the Commissioh in and by any provisions of this
Agreement are. vested in the Commission and shall be exercised by it pur-
suant to the provisions of the laws of the State of New Mexlco and sub-
ject in any case to appeal or Judiclal review as may now or hereafter be
provided by the laws of the State of New Mexico.

SECTION 35. LIMITATION OF APPROVALS: Notwithstanding anything

herein contained to the contrary, if no Federal lands are committed to
this Agreement, then no consents or approvals provided herein shall be
required of the Department, the Secretary, the Dﬁrector, or the Super-
visor, and it shall not be necessary to flle any instrument hereunder
with sald officers or agencles unless and untll Federal lands are so com-
mitted to this Agreement; likewise, if no State lands are committed to

this Agreement, then no consents or approvals provided herein shall be
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required of the Commissioner, and it shall not be necessary to file
any instrument hereunder with saild officer unless and untll State lands
are so committed to thils Agreement,

SECTION 36. BORDER AGREEMENTS: Subject to the approval of the

Director and the Commissioner, the Unit Operator, with coﬁcurrence of
sixty-five (65) percent of theywOrking Interest Owners, based upon the
percentages of participation during Phase II, may enter into a border
protection agreement or agreements with the Working Interest Owners of
adjacent lands along the boundaries of. the Unit Area with respect to the
operations in the border area for the maximum ultimate recovery, con-
servatlion purposes and proper protection of the parties and interests.

SECTION 37. NO PARTNERSHIP: It 1svexpressly agreed that the

relation of the parties hereto 1s that of Independent contractors and
nothing in this Agreement contalned, expressed or lmplied, or any opera-
tions conducted hereunder, shall create or be deemed to create a partner-
ship or assoclation between the partlies hereto or any of them,

SECTION 38.  OIL IN LEASE TANKAGE ON EFFECTIVE DATE: Unit Operator

shall make a proper and timely gauge of all lease and other tanks within
the Unlt Area in order to ascertain the amount of merchantable oll in
such tanks, above the pipe line connections, as of 7:00 A.M, on the effec-~
tive date hereof. All such oll as 1s a part of the prior allowable of the
well or wells from which the same was produced shall be and remaln the
property of the Working Interest Ownérs entltled thereto the same as if the
Unit had not been formed, and such wdrking Interest Quwners shall promptly
remove sald oll from the Unlt Area. Any such oll not so removed may be
sold by the Unlt Operator for the account of such Working Interest Owners,
subject to the payment of all Royalty to Royalty Owners under the terms
and provisions of the applicable lease or leases and other contracts.

All such oil and gas as 1s 1in excess of the prior allowable of the well

or wells from which the same was produced shall be regarded and treated

the same as Unitized Substances produced after the effective date hereof.

~26~



If, as of the effectilve date hereof, any tract 1s overproduced with
respect to the allowable of the well or wells on that tract and the
amount of such overproduction has been sold or otherwise disposed of,
such overproduction shall be regarded and included as a part of the
Unitized Substances produced after the effectlve date hereof and the
amount thereof charged to such tract as having been delivered to the
persons entitled to Unlitized Substances allocated to such tract,

SECTION 39. PERSONAL PROPERTY EXCEPTED: All lease and well

equipment, materlals, and other facllitles heretofore or hereafter

placed by any of the Working Interest Owners on the lands subject to

this Agreement shall be deemed to be and shall remaln personal property

belonging to and may be removed by the Working Interest Owners (subject

to the provisions of Section 12), The rights and interests therein as

among Working Interest Owners are covered by the Unit Operating Agreement,
IN WITNESS WHEREOF, the partles hereto have caused this Agreement

to be executed and have set opposite their respectlve names the date of

execution.
TEXACO Inc.
Date: By '
Attorney-in-Fact
UNIT OPERATOR AND WORKING INTEREST
OWNER, _
ATTEST:
Secretary
By
Date: President
ATTEST:
Secretary
Date: ‘ President

WORKING INTEREST OWNERS

BEH:1g -27-~
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May 28, 1962

New Mexico 0il Conservation Commlission
P. 0. Box 871
Santa Fe, New Mexico

Attn: Mr. A. L. Porter, Jr.
Gentlemen:

In compliance with Order No. R-2133 dated December 13,
1961, Texaco Inc. as the operator of the Northeast Caprock
(Queen) Unit is hereby submitting an executed original
copy of the unit agreement for the development and operation
of the Northeast Caprock (Queen) Unit Area, Lea County, New
Mexico.

The Northeast Caprock (Queen) Unit will become
effective at 12:01 a. m., June 1, 1962, and as of that date
Texaco Inc, will assume operation of the Unit, If additional
informatlion is desired concerning this matter, please do not
hesitate to advise.

Yours very truly,

C AL

C. R. Black
Assistant Division
Proration Engineer

CRB-MM
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U. S. towul:CAL SURVEY,
ROSWELL, NEW MEXICO

_STRVATION DIVig)S
RECEIVED

MAY 1 - 1962

8coLoaicaL SHRIE

OERTIFICATION -~ DETERMINATION

Pursuant to the authority vested in the Secretary of
the Interior as to Federal lands, under the aat approved
February 25, 1920, 41 Stat. 437, as amended, 30 U.8.C. 8ecs,
181, et seq., and delegated to the Director of the Geological
Survey pursuant to Departmental Order No, 2365 of Ostober 8,
1947, I do hereby:

A. Approve the attached agreement for the develop-

ment and operation of the Northeast Caprock Queen Unit Area,
Lea County, State of New Mexico.

B, Certify and determine that the unit plan of develop-
ment and operation contemplated in the attached agreement s
necessary and advisable in the public interest for the purpose
of more properly conserving the natural resources.

C. Certify and determine that the drilling, producing,
rental, minimum royalty, and royalty requirements of all Federal
leases commltted to sald agreementy are hereby established, =
altered, changed; or revoked to conform with the terme and
condlitions of this agreement,

Y AR EL Aray,

Acting ;ved States (Geologlcal Survey

pated  MAY 14 1962

14-08-0001 8164



CONSENT AND RATIFICATION
NORTHEAST CAPROCK QUEEN UNIT AGREEMENT
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO

The undersigned (whether one or more) hefeby acknowledge receipt
of a.copy of the Unit Agreement for the Devf. cznzne and Operation of
the Northeast Caprock Queen Unit Area embracing laﬂés situated in Lea
County, New Mexicd, which sald agreement is déted the 1st day of
January, 1962, and acknowledge that they have read the same and -are fa-
miliar with the teyms and condltions thereof. The undersigned also
being the ownérs of.the léasehold,'royalty or other Iinterest in the
- lands or minerals embraced in said unit area as indicated on the sched-
ule attached to said Unit Agreement as Exhibit "B", do hereby commit
all of their said interest to the Northeast Caprock Queen Unit Agree-
ment and do hereby consent thereto and ratify éll of the terms and
provisions thefeof, exactly the same as 1f the undersigned had exe-
cuted the original of said Unit Agreement or a'counﬁerpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the under-
signed as of the date_Set forth in thelr respective acknowledgements.

- Fract Cmi.t,ted: 3

v ATTESTS N . | GIIAT UESTERN DRILLING COMPANY
- Az h bt
. ) By: ) - (T zi)
o oo | 'Asgidtant Secretary Vice-President
- STATE oF | §
COUNTY CF 8
The foregoing instrument was acknowledged before me this
day of s 19 s by : .
' Notary Public In and for
My Commission Expires: : County, , .
STATE OF _ TEXAS ~ ’
COUNTY OF MIDLAND '
The foregoing instrument was acknowledged before me this :jzfA '
~day of Aopril 5 1942, by _M. B, Wilson,
~ Vicé=FrEaldent 4 - of Creat Western Drilling Cempany

on behalf of sald corporation. \%ézéz;

o ,{;ff Notary Publlc 57y and for /gﬁnand
e T ‘ County, Tex .
"My "Commission Expires: H E @ E " W ]E l”‘

6-1=5
2 APR 20 1962

U. S. GEOLOGICAL SuRyy _—Q_I LLE ' BLE

" ROSWELL, NEW MEXICQ
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CONSENT AND RATIFICATION APR 111962
NORTHEAST CAPROCK QUEEN UNIT AGREEMENT Y. S. GtOLOGICAL SURVEY
AND UNIT OPERATING AGREEMENT - ROSWELL, NEW MEXICQ
The undersigned (whether one or more) hereby acknowledge
recelpt of a copy of the Unit Agreement and Unilt Operating Agreement
for the dévelopment and operation of the Northeast Caprock Queen
Unit Area embracing lands situated in Iea County, lew Mexico, which
sald agreements are dated the 1lst day of January, 1962, and acknowl-
edge that they have read the same and are familiar with the terms
and conditlons therecf. The undersigned also being the owners of
the leasehold, royalty or other interest in the lands or minerals
embraced in said Unit Area as indicated on the schedule attached
to sald Unit Agreement as Exhibit "B", do hereby commit all of their
sald interest to the Northeast Caprock Queen Unit Agreement and
Unit Operating Agreement and do hereby consent thereto and ratify
all of the terms and provisions thereof, exact{ly the same as 1f the
undersigned had executed the original of said Unit Agreement and
Unit Operating Agreement or a counterpart thereof.
IN WITNESS WHEREQOF, this instrument is executed by the under-

sighed as of the date set forth in their respective acknowledgements.

APPROVED: TEXACO Inc.

Terms, /{4 55;5;/*’“ .
By L ¢ g - , A
Form }ﬂnz 4 ) Attorney-?in—Fact

STATE OF TEXAS i

COUNTY OF MIDLAND

A ZAl - The foregoing instrument w s acknow edged before mEVthis
7 gay of April, 1962, by = —Hane e 1

Yo
.

Attorney-in-Fact of TEXACO Inc., a Delaware corporatilon, én behalf '
of saild corporation. ,Vé

A en //{/w

Notayy PUblld?in anduﬁbr’Mldland L

ik Lv u-. J

R J/
My Commission Expilres:

June 1, 1963
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UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION OF THE
NORTHEAST CAPROCK QUEEN UNIT
LEA COUNTY, NEW MEXICO

THLS AGREEMENT, entered Into as of the lst day of January, 1962,

by and between the partles subscribing, ratifying or consentling hereto,

and hereiln referred to as '"parties hereto".

WITNESSETH: That,

WHEREAS, the parties hereto are the owners of working, royalty or
other oll or gas interests in the Unlt subject to this Agreement; and

WHEREAS, the Commlsslioner of Public Lands of the State of New
Mexlco is authorized by an Act of the Legislature (Sec. 3, Chap. 88,
Laws 1943 as amended by Sec, 1 of Chap. 162, Laws of 1951, Chap. 7, Art.
11, Sec., 39, N.M.S. 1953 anno) to consent to or approve this Agreement
on behalf of the State of New Mexlco, insofar as it covers and includes
lands and mineral interests of the State of New Mexico; and

WHEREAS, the Commissioner of Public Lands of the State of New
Mexico is authorized by an Act of the Legislature (Sec. 3, Chap. 88,
Laws of 1943, as amended by Sec. 1, Chap. 162, Laws of 1951, Chap. 7,
Art. 11, Sec. 41, N.M.S. 1953 anno) to amend with the approval of the
lessee, any oll and gas lease embracing State lands so that the length
of the term of said lease may coincide with the term os such unitized
development and operation of State lands; and

WHEREAS, the 011 Conservation Commission of the State of New Mexlco
is authorized by law (Chap. 72, Laws of 1935, as amended by Chap. 193,
Laws of 1937, Chap. 166, Laws of 1941, and Chap. 168, Laws of 1949) to
approve this Agreement, and the conservation provlsions hereof; and

WHEREAS, the Mineral Leasing Act of February 25, 1920, (41 Stat.
437, as amended, 30 U.S.C. Sections 181 et seq.) authorizes Federal
1essees and thelr representatives to unite with each other or jointly
or separately with others in collectively adopting and operating a co-

operative or unit plan of development or operation of any olil or gas



pool, fleld or like area or any part thereof for the purpose of more
properly conserving the natural resources thereof whenever determined
and certified by the Secretary of the Interior to be necessary or advis-
able 1in the public Interest; and

WHEREAS, the partles hereto hold sufficlent interests in the
Northeast Caprock Queen Unit covering the land hereinafter described
to give reasonably effective control of operatlion therein; and

WHEREAS, it 18 the purpose of the parties hereto, to enable insti-
tution and consummation of secondary recovery operations, conserve nat-
ural resources, prevent waste and secure the other benefits obtainable
through development and operation of the area subject to this Agreement
under the terms, condltions and limitatlons herein set forth,

NOW,THEREFOﬁE, in consideratibn of the premises and the promises
hereln containecd, the parties hereto commlt to thls Agreement their
entire respective interests in the below defined Unit Area, and agree
severally among themselves as follows:

SECTION 1. ENABLING ACT AND REGULATIONS: The Mineral Leasing

Act of February 25, 1920, as amended, supra, and all valild, pertilnent
regulatlions, including operating and unlt plan regulations, heretofore
issued thereunder and valld, pertinent and reasonable regulations here-
after ilssued thereunder are accepted and made a part of this Agreement
as to Federal lands, provided such regulations are not inconsistent
wlth the terms of this Agreement; and as to non-Federal lands, the oil
and gas operating regulations in effect as of the effectlve date hereof
governing drilling and producing operations, not inconsistent with the
terms hereof or the laws of the State 1n.which the non-Federal land 1s
located, are hereby accepted and made a part of this Agreement.

SECTION 2. DEFINITIONS: For the purpose of thls Agreement,

the following terms and expressions as used hereln shall mean:

-2-—



(a) "Commissioner" is defined as the Commissioner of Public
Lands of the State of New Mexico.

(v) "Commission" 1s defined as the 0il Conservation Commis-
slon of the State of New Mexlco.

(¢) "Director" is defined as the Director of the United
States Geologlical Survey,

(d) "Secretary" is defined as the Secretary of the Interior
of the Unlted States of America.

(e) "Department" is defined as the Department of the Interior
of the United States of America.

(f) "Supervisor" is defined as the 0il and Gas Supervisor
of the United States Geologlcal Survey.

(g) "Queen Formation" is defined and shall mean that hereto-
fore established underground reservolr, the top of whileh is found at
2,986 feet, and the base of which is found at 3,323 feet, on the Gamma
Ray log of TEXACO Inc.'s State of New Mexico "BA" (NCT-8) Lease, Well
No. 1 located in the NE/4 NE/4 of Section 22, T-12-S, R-32-E, insofar
as the same lies withlin the Unit Area.

(n) "Unitized Formation" is defined as the portion of the
Queen Formation effectively committed to this Agreement.

(1) "Unitized Substances" is defined as and shall mean all
oil, gas, gaseous substances, sulphur contalned in gas, condensate,
distillate and all assocliated and constituent liquids or liquefiable
hydrocarbons within or produced from the Unitized Formation.

(j) T"Working Interest" is defined as the right to search
for, produce and acquire Unitized Substances whether held as an incident
of ownership of mineral fee simple title, under an oil and gas lease, or
otherwise held.

(k) "Working Interest Owner" is defined as and shall mean
any party hereto ocwning a Working Interest, including a carried working
interest owner, holding an interest in Unitized Substances by virtue of
a lease, operating agreement, fee title or otherwise, which interest is
chargeable with and obligated to pay or bear, either in cash or out of
production, or otherwise, all or a portion of the cost of drilling, de-
velopling and producing the Unitized Substance from the Unitized Forma-
tion and operating thereof hereunder.

(1) "Royalty Interest" or "Royalty" is defined as an inter-
est other than a Working Interest in or right to receive a portion of
the Unitized Substances or the proceeds thereof and includes the royalty
interest reserved by the lessor by an o0il and gas lease and any over-
riding royalty interest, oil payment interest, net profit contracts, or
any other payment or burden which does not carry with it the right to
search for and produce Unitized Substances,.

(m) "Royalty Owner" is defined as and shall mean the owner
of a Royalty Interest,

(n) "Unit Operating Agreement" is defined as and shall mean
any agreement or agreements (whether one or more) entered into (sepa-
rately or collectively) by and between the Unit Operator and the Working
Interest Owners as provided in Section 8, infra, and shall be styled
"Unit Operating Agreement, Northeast Caprock Queen Unilt, Lea County,

New Mexico."
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(o) "Paying Quantities" is defined as production of Unitized
Substances in quantities sufficient to pay for the cost of producing same
from wells on the unitized lands,

(p) "Phase I" is defined as that period of time until the
total amount of Unit Area Remaining Primary Reserves 1s produced. For
all purposes of this Agreement the date of termination of Phase I shall
be the last day of the month in which such amount of oil 1is produced.

(q) "Phase II" is defined as the remainder of the term of
this Agreement after the termination of Phase I.

(r) "Tract Remaining Primary Reserves" 1is defined as the
estimated number of barrels of 01l heretofore approved by the Working
Ingerest Owners as remalning oil reserves from such tract on January 1,
1961

(s) "Unit Area Remaining Primary Reserves" is deflned as
the estimated number of barrels of oil heretofore approved by the Work-
ing Interest Owners as remaining oil reserves from the unitized forma-
tion on January 1, 1961,

(t) "Tract Ultimate Primary Recovery" is defined as total
cumulative amount of oil produced from such Tract to January 1, 1961,
as reported to the State 011 Conservation Commission, plus the "Tract
Remaining Primary Reserves",

(u) "Unit Area Ultimate Primary Recovery" is defined as
total cumulative amount of oil produced from the unitized formation to

January 1, 1961, as reported to the State 0il ConserVation Commission,
plus the "Unit Area Remaining Primary Reserves"

SECTION 3. UNIT AREA: The following described land is hereby desig-
nated and recognized as constitutling the Unit Area:

Township 12 South, Range 32 East, New Mexico Principal Meridian

Section 14: S/2 SW/4

Section 15: S/2 SE/4, NW/4 SW/4
Section 16: 8/2

Section 17: SE/E SE/4

Section 20:

Section 21: 4 N/2 NE L, IW/il SW/4
Section 22: 2 N/2 SE/4 NE/
Section 23:

containing 1,360.00 acres, more or leSS, in Lea County, New
Mexico,

Exhibit "A" attached hereto is a map showing, to the extent known
to the Unilt Operator, the Unit Area and the boundaries and identity
of tracts and leases in sald Unit Area., Exhibit "B" attached hereto is
a schedule showing, to the extent known to the Unit Operator, the acreage
comprising each tract, percentage ownership of each Working Interest
Owner 1in each tract, and the percentage of participation each tract
has in the Unit Area. However, nothing herein or in said schedule
or map shall be construed as a representation by any party hereto as
to the ownership of any interest other than such interest or i1nterests

as are shown in sald map or schedule as owned by such party. Exhlbits

.
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"A" and "B" shall be revised by the Unit Operator whenever changes render
such revislion necessary, and at least two coplies of such revision shall be
filed with the Commissioner, and not less than six coples thereof shall

be flled with the Supervisor.

The above described Unlt Area may when practlcable be expanded to
include therein any additional tract or tfaets regarded as reasonably nec-
essary or advisable for the pﬁrposes of this Agreement to conform with the
purposes of thls Agreement. Such expansion shall be effected in the follow-
ing manner:

(a) The Working Interest Owner or owners of a traet or tracts
desiring ' to bring such tract or tracts into this Unit, shall file an
application therefor with Unit Operator requesting such admission.

(b) Unit Operator shall circulate a notice to each Working
Interest Owner of the proposed expansion, setting out the basis for ad-
mission, the unlt participatlon to be assigned to such tract or traects,
and other pertinent data. After negotiation (at Working Interest Owners'
meeting or otherwise) if Q0 percent of the Working Interest Owners (on
the basis of unit participation during Phase II) have agreed to such traect
or tracts being brought infto the Unit, then Unlt Operator shall:

(1) Prepare a notice of proposed expansion describing
the contemplated changes in the boundaries of the Unlt Area, the reason
therefor, the basis for admission of the additional tract or tracts, the
unit participation to be assigned thereto and the proposed effective date
thereof, preferably the first day of a month subsequent to the date of
notice; and

(2) Deliver copiles of said notice to the Commissioner,
the Director, each Working Interest Owner (mailing copy of such notice to
the last known address of each such Working Interest Owner) and to the
lessee and lessor whose Interests are proposed to be committed, advising
such parties that thirty (30) days will be allowed for submission to the
Unit Operator of any objectlon te such proposed expansion; and

(3) File, upon the expiration of said thirty (30) day
period as set out 1n (2) immediately above and provided that objections
of not more than 10 percent of the Working Interest Owners have been
filed thereto, with the Commissioner, Director and the Commission the
following: éa; Comprehensive statement as to malling such notice of
expansion: (b) An application for such expansion; and (c¢) An instru-
ment contalning the appropriate joinders in compllance with the participa-
tion requirements of Sectleon 12, infra.

The expansion shall, after due consideration of all pertinent infor-
matlon and upon approval by the Commissibner, the Director and the Com-

mission, become effective as of the date prescribed in the notice thereof



or on such other date as set by the Commissioner,'the Director and the
Commission in the order or instrument approving such expansion,

SECTION 4, UNITIZED LAND AND UNITIZED SUBSTAHGESX All land com-

mitted to this agreement, as to the Queen sand as defined undsr Unitized
Formation, shall constitute land referred to herein as "unitized land"
or "land subject to this agreement”. All oll and gas in or produced
from sald Unitlzed Formation of the "unitized land" are unitized under
the terms of this agreement and herein are called "unitized substances",
Surface rights of lingress and egress shall be maintained for the benefit
nf the unit.

Nothing herein shall be construed to unitize,'pool, or in any way
affect the oil, gas and other minerals contained in or that may be
produced from any formation other than the Unitized ?ormatigno

SECTION 5. UNIT OPERATOR: TEXACO Inc., a Delawéré corporation, is

hereby designated as Unit Operator, and by Signinggﬁg;g instrument as

Init Operator it agrees and consents to accept tﬁé;ﬂﬁt&es and obliga-
+ions of Unit Operator for the operation, d@vgloﬁﬁééélénd production

of Unitized Substances as herelin provided. thn@vérbréfgren@@ is made
herein to the Unlt Operator, such reference means tﬁé Unit Operator
azting in that capacity and not as an owner of interests in Unitizesd
Substances, and the term "Working Interest Owner" when used herein shall

inzlude or refer to Unit Operator as the cwner of a Working Interest

when such an interest 1s owned by it.




SECTION 6, RESIGNATION OR REMOVAL OF UNIT OPERATOR: Unit Opera-

tor shall have the right to resign at any time, but such resignation
shall not become effectlive so as to release Unit Operator from the

duties and obligatlions of Unit Operator and terminate Unit Operator's
rights as such for a period of six (6) months after written notice of
intention to resign has been gilven by Unlt Operator to all Workiling Inter-
est Owners, the Commlssioner and the Dlrector, unless a new Unlt Opera-
tor shall have taken over and assumed the duties and obligations of Unit
Operator prior to the expiration of sald period.

The reslgnation of Unit Operator shall not release Unit Operator
from any liability for any default by 1t hereunder occurring prior to
the effective date of its resignation,

The Unit Operator may, upon default or failure in the pérformance
of 1ts dutles or obligations hereunder, be subject to removal by 75
percent of the committed Working Interest Owners (on the basis of Unit
participation during Phase II) exclusive of the Working Interest Owner
who is the Unit Operator. Such removal shall be effective upon notice
thereof to the Commlsslioner and the Director.

In all instances of reslgnation or removal, until a successor Unit
Operator is selected and approved as hereinafter provided, the Workilng
Interest Owners shall be jointly responsible for performance of the
duties of Unlt Operator,

The resignation or removal of Unit Operator under thls Agreement
shall not terminate 1lts right, title or interest as the owner of a

Working Interest or other interest in Unitlzed Substances, but upon the



resignation or removal of Unit Operator becoming effective, such Unit
Operator shall deliver possession of all equipment, books, and records,
materials, appurtenances and any other assets, used in conducting‘the
Unit operations and owned by the Working Interest Owners (includihg_any
and all data and iInformation which 1t might have galned or assemﬁléd by
reason of 1ts operation of the Unit Area) to the new dulyvqualified suc-
cessor Unit Operator or to the owners thereof if no such new Unit Operator
is elected, to be used for the purpose of conducting Unit operationé
hereunder, Nothing herein shall be construed as authorizing remo§§1 of
any material, equipment and appurtenances needed for the preservation
of any wells, |

SECTION, 7. SUCCESSOR UNIT OPERATOR: Whenever the Unlt Operator

shall tender its resignation as Unit Operator or shall be removed as
hereinabove provided, the Working Interest Owners shall by affirmative
vote of at least 65 percent of thelr voting interest, based upon the
percentages of participation during Phase II as shown on Exhibit "B",
select a successor Unlt Operator, provided, however, that should any
Working Interest Owner own a voting interest of mcre than 35 percent,
the vote of said party shall not serve to disapprove the selection}of a
new Unit Operator approved by 80 percent or more of the voting 1nﬁerests
of the remaining Working Interest Owners, and provided further that the
Unit Operator shall not vote to succeed himself. Such selection shall
not become effective until (a) a Unit Operator so selected shall accept
in writing the duties and responsibilities of Unit Operator, and (b)
the selection shall have been approved by the Commissioner and the
Director. If no successor Unit Operator 1s selected and Qualified as
herein provlided, the Commissloner and the Director, at thelr election,
may declare this Agreement terminated.

SECTION 8. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT:

Costs and expenses 1lncurred by Unit Operator 1n conducting Unit opera-
tions hereunder shall be pald, apportioned among and borne by the Work-

ing Interest Owners in accordance with the Unit Operating Agreement,
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Such Unit Operating Agreement shall also provide the manner. in which the
Working Interest Owners shall be entltled to receive their respective
proportionate and allocated share of the benefits accruing hereto in
conformity with thelr underlylng operating agreements, leases or other
independent caontracts and such other rights and obligatlions as between
Unit Operator and the Working Interest Owners as may be agreed_ﬁpon by
the Unit Operator and the Working Intereat Owners; however, no such Unit
Operating Agreement shall be deemed either to modify any of the terms
and conditions of thils Unlt Agreement or to relleve the Unilt Operator
of any right or obligation establlshed under this Unit Agreement, and in
case of any inconsistency or conflict between the Unit Agreement and the
Unit Operating Agreement, this Unit Agreement shall prevail., Two true
copies of any Unit Operating Agreement executed pursuant to this Section
shall be flled with the Commissioner and three true coples thereof shall
be filed with the Supervisor, prlor to approval of this Agreement,
SECTION 9. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR: Except as

otherwise speciflcally provided herein, the exclusive right, privilege
and duty of exercising any and all rights of the partles hereto which
are necessary or convenient for prospectlng for, producing, storing,
allocating and distributing the Unitlzed Substances are hereby delegated
to and shall be exercised by the Unit Operator as hereln provided.
Acceptable evlidence of title to sald rights shall be deposited with sald
Unit Operator, and together with this Agreement, shall constitute and
define the rights, privileges and obligations of Unit Operator. Nothing
herein, however, shall be construed to transfer title to any land or to
any lease or operating agreement, 1t belng understood that under this
Agreement the Unit Operator, in its capaclty as Unit Operator, shall
exercise the rights of possession and use vested in the parties hereto
only for the purposes herein svecified,

SECTION 10. PLAN OF OPERATIONS: It 1s recognized and agreed by

the parties hereto that all of the land subject to thls Agreement is
reasonably proved to be productive of Unitized Substances in paying quan-
fities and that the object and purpose of this Agreement is to formulate
and to put into effect a secondary recovery project in order to effect
additional recovery of Unitized Substances, prevent waste and conserve
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natural resources, The partles hereto agree that the Unit Operator

may, subject to the consent and approval of a plan of operation by the
Working Interest Owners, the Supervisor, the Commission, and the
Commissioner, inject into the Unitized Formation, through any well or
wells completed therein, brine, water, alr, gas, oll, liquefied petroleum
gas, and any other substance or a combination of any of sald substances,
whether produced from the Unit Area or not, and that the location of
input wells and the rates of injection therein and the rate of production
shall be governed by standards of good geologlc and petroleum engineering
practices and conservation methods. After commencement of secondary
operatlions, Unlt Operator shall furnish the Commission, the Commissioner,
and the Supervisor monthly, injection and production reports for each
well in the Unit. The Working Interest Owners, the Supervisor, the
Commission, and the Commissloner, shall be furnished periodical reports
on the progress of the plan of operation and any revisions or changes
thereto; provided however, that any major revisions of the plan of opera-
tion involving a basic deviation from the initial plan of operation shall
be subject to the consent and approval of the Working Interest Owners,
the Supervisor, the Commission, and the Commissioner.

The initial plan of operation shall be filed with the Supervisor, the
Commission, and the Commissioner concurrently with the filing of this Unit
Agreement for final approval. Sald initial plan of operation and all
revisions thereof shall be as complete and adequate as the Supervisor,
the Commission, and the Commissioner may determine to be necessary for
timely operation consistent herewith. Reasonable diligence shall be exer-
c¢ised in complying with the obligations of the approved plan of operation.

Notwithstanding anything to the contrary herein contained, the Unit
Operator shall commence 8econdary recovery operations on the Unit Area
within six (6) months after the effective date of this Agreement, or any
extension thereof approved by the Commlssion, the Commissioner and the
Director, or this Agreement shall terminate automatically, in which
latter event Unit Operator shall notify all interested parties, After
such operatlons are commenced, Unlt Operator shall carry on such operations
as would a reasonably prudent operator under the same or similar circum-

stances.
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SECTION 11. TRACT PARTICIPATION: In Exhibit "B" attached hereto,

there are listed and numbered the various tracts within the Unit Area
and set forth opposlite each tract is a figure which represents the per-
centage of participation allocated to each tract in the Unit Area
during Phase I, and a figure which represents the percentage of parti-
cipation allocated to each tract in the Unit Area during Phase II., The
formulas used for the calculation of such percentages of participation

are as follows:

(a) Percentage
Participation
of Each Tract = 100 Tract Remalning Primary Reserves
During Phase I Unit Area Remalnling Prlmary Reserves

(b) Paigigigzgﬁgn = 100 Tract Ultimate Primary Recovery

of Each Tract Unlt Area Ultimate Primary Recovery
During Phase II

The percentages of partlclpation set forth opposite each tract in
Exhibit "B" were calculated on the basis of 100 percent tract commitment,
If the Unit Agreement 1s approved wlth less than 100 percent tract com-
mitment, said percentages of participation shall be revised to fit the
commitment status as of the effectlve date hereof, and thereafter, as need-
ed pursuant to Section 13 (Allocation of Unitized Substances),

SECTION 12, TRACTS QUALIFIED FOR UNIT PARTICIPATION: On and after

the effective date hereof the tracts within the Unit Area which shall be
entitled to participation (as provided in Sectlon 11 hereof) in the pro-
duction of Unitlized Substances therefrom shall be those tracts within the
Unlt Area and more particularly described in sald Exhibit "B" that are
qualified as follows:

(a) Each and all of those tracts as to which Working Interest
Owners owning 100% of the Working Interest in said tract and Royalty
Owners owning 100% of the Royalty Interest in sald tract have subscribed,
ratifled or consented to this Agreement; and

gb) Each and all of those tracts as to which Working Interest
Owners owning not less than 95% of the Working Interest therein and
Royalty Owners owning not leas than 75% of the Royalty Interest therein
have executed this Agreement, and in which the Working Interest Owners
in sald tract who have executed thls Agreement have agreed to indemnify
and hold harmless all other partles hereto, iIn a manner satisfactory to
85% of the Working Interest Owners qualified under (a), against any and
all claims and demands that may be made by the nonjoining Working Inter-
est Owners or Royalty Owners, or both, on account of the commitment and
Joinder of such tract to the Unlt Agreement, and operatlon thereof under
such conditions on the basis herein provided, and as to which 85% of the
Working Interest Owners qualified under (a), exclusive of the Working
Interest Owner submitting such tract, have approved the commitment of
such tract to this Unit Agreement.
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If, on the effective date of this Agreement, there 1s any tract
or tracts which have not been effeétively committed to or made subject
tp this Agreement by qualifying as above provided, then such tract or
tracts shall not be entitled to participate hereunder. Unit Operator
shall, when submitting this Agreement for final approval by the Commis-
sioner and the Director, flle therewith a schedule of those tracts
which have been commltted and made éubject to this Agreement and are
entitled to participate 1n the production from the Unit Area hereunder.
Sald schedule shall set forth'opposite each such committed tract the
lease number and assignment number, the owner of record of the lease,
and the percentages of barticipatién of such tract which shall be computed
according to the participation formula set out in Seotion 11 (Tract
Participation) above. This échedule of particlpation shall be a part
of Exhibit "B" and upon approval thereof by the Commissioner and the
Director shall become a part of this Agreement and shall govern the
allocation of production of Unitlzed Substances untll a new schedule
is filed and approved by the Commissioner and the Director,

SECTION 13. ALLOCATION OF UNITIZED SUBSTANCES: All Unltized

Substances produced and saved (less, save and éxcept any part of such
Unitized Substances used in conformity with good operating practices
on unitized land for drilling, operating, camp, and other production or
development purposes and for pressure mailntenance or unavoldable loss)
shall be apportioned among and allocated to the committed tracts within
the Unit Area 1n accordance with the respective tract participatlion then
effective hereunder‘during the respective periods such Unitized Sub-
stances were produced, as set forth in the schedules of participation in
Exhibit "B", Thé amount of Unitized Substances so allocated to each
tract, and only that amount, (regardless of whether it be more or less
than the amount of the actual production of Unitized Substances from the
well or wells, if any, on such tract) shall, for all intents, uses and
purposes, be deemed to have been produced from such tract.

The Unitized Substances allocated to each tract shall be distrib-

uted among, or accounted for to the parties executing, consenting to or



ratifying this Agreement entitled to share in the production from such
tract in the same manner, in the same proportions, and upon the same
condltions, as they would have participated and shared in the production
from such tracts, or in the proceeds thereof, had this Agreement not
been entered into; and with the same legal force and effect,

No tract commlitted to this Agreement and qualified for participa-
tion as above provided shall be subsequently excluded from participation
hereunder on account of depletion of Unitized Substances, and nothing
herein contained shall be construed as requiring any retroactive adjust-
ment for production obtained prior to fhe effective date of the Jjolnder
of any tract.

If the Working Interest and the Royalty Interest in any tract are
divided with respect to separate parcels or portions of such tract and
owned severally by different persons, the percentage participation
assigned to such tract shall, in the absence of a recordable instrument
executed by all owners and furnished to Unit Operator fixing the divi-
sions of ownership, be divided among such parcels or portions in propor-
tlon to the number of surface acres 1in each,

The Unitized Substances allocated to each tract shall be delivered
in kind to the respective Working Interest Owners and partles entltled
thereto by virtue of the ownership of oll and gas rights therein or by
purchase from such owners, Each Working Interest Owner and the parties
entitled thereto shall have the continuing right to receive such produc-
tion in kind at a common point within the Unit Area and to sell or dis-
pose of the same as it sees fit. Each such party shall have the right
to construct, maintalin and operate all necessary facllitles for that
-purpose on unitized land, provided the same are so constructed, maln-
tained and operated as not to interfere wlth operatlons carried on pur-
suant hereto., Subject to Section 14 hereof, any extra expendlture in-
curred by Unit Operator by reason of the delivery in kind of any portio;x
of the Unitlzed Substances shall be borne by the party receiving the
same in kind. In the event any party hereto shall fail to take or other-
wise adequately dispose of its proportionate share of the production
from the Unit Area currently as and when produced, then so long as such
conditions continue, Unit Operator, for the account and at the expehse

of sush party and in order to avold curtalling the operation of the Unit
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Area, may sell or otherwlse dilspose of such production to itself or
others on a day-to-day basis at not less than the prevailling market
price in the area for like production, and the account of such party
shall be charged therewlth as having received such production, The net
proceeds, 1f any, of the Unitized Substances so dlsposed of by Unit
Operator shall be paid to the party entitled thereto.

Any party recelving in kind or separately disposing of all or any
part of the Unltized Substances allocated to any tract, or receiving the
proceeds therefrom if the same 1s sold or purchased by Unit Operator,
shall be responsible for the payment of all Royalty on the lease or
leases and tracts contributed by 1t and recelved into the Unit, and each
such party shall hold each other party hereto harmless against all claims,
demands and causes of action for such Royalty on the lease or leases and
tracts contributed by 1t and recelved into the unitized land,

If, after the effectlve date of thls Agreement, theré is any tract
or tracts that are subsequently committed hereto, as provided in Sectlon
3 (Unit Area) hereof, or any tract or tracts within the Unit Area not
commlitted hereto as of the effectlive date hereof but which are subse-
quently committed hereto under the provisions of Section 29 (Nonjolnder
and Subsequent Joinder), or if any tract 1s excluded from the Unit Area
as provided for in Section 28 (Loss of 7Title), the schedules of partici-
pation as shown in Exhilbit "B", subject to Section 11 (Tract Participa-
tion) or Section 29 (Nonjoinder and Sui :.equent Joinder), whichever 1is
approprlate, shall be revised by the Unit Operator and distributed to
the Working Interest Owners, the Commissioner, and the Director to show
the new percentages of participation of all the then effectively committed
tracts; and the revised schedules, upon approval by the Commlissioner and
the Director, shall govern all the allocatlon of production from and
after the effective date thereof untll a new schedule 1s flled and
approved by the Commlissioner and the Dlrector,

SECTION 14, ROYALTY SETTLEMENT: The State of New Mexico and the

United States of America and all Royalty Owners who, under an existing

contract, are entltled to take in kind a share of the substances pro-
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duced from any tract unltized hereunder, shall,eenﬁiﬁﬁe to be entitled
to such right to take in kihd their share of the Eﬁitized Substances
allocated to such traet, and Unit Operator shallfhakeVdeliveries of such
Royalty share taken 1ln kind in conformity wlth the applieable contracts,
laws and regulations. Settlement for Royalty Interest not takenlin kind
shall be made by Working Interest Owners responsible therefér under ex-
lsting contracts, laws and regulations, on or before the last day of
each month for Unitized Substances produced during the preceding calen-
daf'ménthj provided, however, that nothing herein contained shall oper-
ate to relleve the lessees of any land from their respective 1gase obli-
gations for the payment of any Royalty due under thelr leases, except
that sueh Royalty shall be computed 1ln accordance with the terwé of this
Unit Agreement. )

Ir sés ébtained from lands not subject to this Agreement is intro-
duced into the Unitized Formation, for use in repressuring, stimula-
tion of productioﬁ or increasing ultimate recovery in conformity with
a plap approved pursuant to Section 10 (Plan of Operations), a like
amount of gas, less approprilate deductions for logs from any cause, may
be withdrawn from the Unitized Formatien, Royalty free as to dry gas
but not as'to the products extracted therefr@m; provided such with-
drawal shall be pursuant to such copditions and formulas as may be pre-
scribed or approved by the Supervisor and the Commissioner; and provided
further that such right of withdrawal shall terminate as of the effective
date of termination of the Unit Agreement.

All Royalty due the State of New Mexlco and the Unlted States of
America and the other Royalty Owners hereunder shall be computed and
pald on the basis of all Unitlzed Substances allocated to the respective
tract or tracts committed hereto, in lleu of actual production from such
traect or tracts. |

Each Royalty Owner (other than the State of New Mexico and the
United States of Ameriag) that executes thls Agreement represents and

-15%16-



warrants that it 1s the owner of a Royalty Interest in a tract or tracts
within the Unit Area as 1its interest appears in Exhibit "B" attached
hereto, If any Royalty Interest in a tract or tracté should be lost by
title fallure or otherwlse in whole or in part, during the term of this
Agreement, then the Royalty Interest of the party representing himself
to be the owner thereof shall be reduced proportionately and the inter-
est of all parties shall be adjusted accordingly.

SECTION 15. RENTAL SETTLEMENT: Rentals or minimum royaltles dué

on leases commltted hereto shall be pald by Working Interest Owners re-
sponsible therefor under exlisting contracts, laws and regulations, pro-
vided that nothing herein cdntained shall operate to relieve the lessees
of any land from thelr respective lease obligations for the payment of
any rental or minimum royalty in lieu thereof, due under thelr leases.
Rental for lands of the State of New Mexico subject to this Agreement
shall be pald at the rate specified in the respective leases from the
State of New Mexlico., Rental or minimum royalty for lands of the United
States of America sutject to this Agreement shall be paid at the rate
speclfled in the respective leases from the United States of America,
unless rental or minimum royalty 1is wailved, suspended, or reduced by law
or by approval of the Secretary or his duly authorized representative,

SECTION 16, CONSERVATION: Operations hereunder and production of

Unitized Substances shall be conducted to provide for the most economical
and efficient recovery of said substances wlthout waste, as defined by
or pursuaﬁt to Federal and State laws and regulations,

SECTION 17. DRAINAGE: The Unit Operator shall take approprlate
and adequate measures to prevent drainage of Unitized Substances from
unitized land by wells on land not subjJect to this Agreement, |

SECTION 18. LEASES AND CONTRACTS CONFORMED AND EXTENDED: The

terms, conditions and provisions of all leases, subleases and other con-

tracts relating to exploration, drilling, development or operation for
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cll cr gas on lands committed to this Agreement are hereby expressly
modlfied and amended to the extent necessary to make the same conform to
the provisions hereof, but otherwise to remain in full force and effect,
and the partlies hereto hereby consent that the Secretary and the Commig-
sloner, respectively, shall and by their approval hereof, or by the
approval hereof by thelr duly authorized representatives, do hereby
establlish, alter, change or revoke the drilling, producing, reantal, mini-
mum royalty and royalty requlrements of Federal and State leases commilt-
ted hereto and’the regulations In respect thereto to conform sald re-
quirements to the provisions of thls Agreement,

Without limiting the generality of the foregoing, all leases, sub-
leases and contracts are particularly modifiled in accordance with the

followlng:

(2) The development and operation of lands subject to this

Agreement under the terms hereof shall be deemed full performance of all
obligations for development and operation with respect to each and svery
part or separately owned tract subject to this Agreement, regardiess of
whether there ls any development of any particular part of tract of the
Unit Area, notwlthstanding anything to the contrary in any lease, opera-
ting agreement or other contract by and between the partles hereto, or
thelr respective predecessors in interest, or ary of them,

(b) Drilling, producing or secondary recovery operaticns
performed hereunder upon any tract of unitlzed lands shall be accepted
and deemed to be performed upon and for the benefit of each and every
. tract of unitized land, and no lease shall be deemed to expire by reason
of failure to drill or produce wells siltuated on land therein embraced.

(c) Suspension of drillling or producing operatlions on all
unitlzed lands pursuant to directlon or consent of the Commlissioner and
the Supervisor or their duly authorized representatives, shall be deemed
to constitute such suspension pursuant to such direction or consent as
to each and every tract of unitized lands.

(d) Each lease, sublease, or contract relating to the ex-
ploration, drilling, development or operation for cll and gas which by
its terms might expire prior to the termination of thilis Agreemeat, 1s
hereby extended beyond any such term so provided therein, so that 1t
shall be continued in full force and effect for so long as such land
remains committed hereto.
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. (e) Any lease embracing lands of the State of New Mexico
having only a portion of its land commltted hereto, shall be segregated
ags to that portion commltted and that not committed, and the terms of
such lease shall apply separately-to such segregated portions commeneing
ags of the effective date hereof. Provided, however, that notwithstand-
ing any of the provisions of thls Agreement to the contrary, such lease
shall continue in full force and effect beyond the term provided therein
as to all lands embraced in such lease if o0ll or gas 1s, or has hereto-
fore been, discovered in paying quantitles on some part of the lands
embraces 1in such lease commltted to thlis Agreement or, so long as a por-
tion of the Unlitlzed Substances produced from the Unit Area is, under
the terms of this Agreement, allocated to the portlon of the lands
covered by such lease commltted to this Agreement; or, at any time during
the term hereof, as to any lease that l1ls then valld and subsistlng and
upon whilch the lessee or the Unlt Operator is then engaged in bona fide
drilliing, reworking, or secondary recovery operations on any part of the
lands embraced in such lease, then the same as to all lands embraced
therein shall remain in full force and effect so long as such operations
are diligently prosecuted, and if they result in the production of oll
or gas, sald lease shall continue in full force and effect as to all of
the lands embraced therein, so long thereafter as oll or gas in paying
quantities is beilng produced from any portion of sald lands.

(f) The segregation of any Federal lease committed to this
Agreement is governed by the following provisions in the fourth para-
graph of Sec. 17 (J) of said Act of Pebruary 25, 1920, as amended by the
Act of September 2, 1960 (74 Stat. 781-784): "Any (Federal) lease here-
after committed to any such plan (unit) embracing lands that are in part
within and in part outside of the area covered by any such plan shall
be segregated into separate leases as to the lands committed and the
lands not committed as of the effective date of unitizatlon; provided,
however, that any such lease as to the nonunitized portion shall con-
tinue in force and effect for the term thereof but for not less than
two years from the date of such segregatlon and so long thereafter as
0il or gas 1s produced in paylng quantities,"

SECTION 19, MATHEMATICAL ERRORS: It 1s hereby agreed by all parties,

to this Agreement that Unlt Operator l1ls. empowered to correct any mathe-
matical errors which might exist in the pertinent exhibits to this
Agreement upon approval of the Commlissioner, the Supervisor, and the
Working Interest Owners.

SECTION 20. COVENANTS RUN WITH LAND: The covenants herein shall

be construed to be covenants running with the land with respect to the
interest of the parties hereto and their successors in interest until

this Agreement terminates, and any grant, transfer or conveyance of
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interest in land or leases subject hereto shall be and hereby 1s con-
ditloned upon the assumption of all privileges and obligations hereunder
by the grantee, transferee or other successor in interest, No assign-
ment or transfer of any Worklng Interest subject hereto shall be binding
upon Unit Operator until the first day of the calendar month after Unit
Operator 1s furnished with the original, or acceptable photostatic or
certified copy, of the recorded instrument of transfer; and no assign-
ment or transfer of any Royalty Interest subject hereto shall be binding
upon the Working Interest Owner responsible therefor until the first day
of the calendar month after sald Workilng Interest Owner is furnished
with the original, or acceptable photostatlc or certified copy, of the
recorded instrument of transfer.

SECTION 21. EFFECTIVE DATE AND TERM: Thls Agreement shall become

binding upon each party who executes or ratifies it as of the date of
executlon or ratification by such party and shall become effective as of

T:00 o'clock a.m, of the flrst day of the month next followlng:

(a) The execution or ratification of this Agreement and the
Unit Operating Agreement by Working Interest Owners owning a combined
unit participation during Phase I of at least 95 percent, and the execu-
tion or ratification of thils Agreement by Royalty Owners owning a combined
interest of at least 75 percent of the Royalty Interest, in said Unit
Area; and

(b) The approval of this Agreement by the Commissioner, the
Secretary or his duly authorized representative, and the Commission,

If (a) and (b) above are not accomplished on or before January 1, 1963,
this Agreement shall ipso facto terminate on said date (hereInafter called
"termination date") and thereafter be of no further force or effect,
unless prior thereto this Agreement has been executed or ratified by
Working Interest Owners owning a combined unit participation during
Phase I of at least ninety (90%) percent, and the Working Interest Owners
owning a combined unit participation during Phase I of at least ninety
(90%) percent committed to this Agreement have decided to extend said
termination date for a period not to exceed six (6) months (hereinafter
called "extended termination date"). If said termination date is so
extended and (a) and (b) are not accomplished on or before saild extended
termination date, this Agreement shall ipso facto terminate on said extend-
ed termination date and thereafter be of no further force or effect., For
the purpose of this Section, ownershlip shall be computed on the basis of
unit participation as determined from Exhibit "C" attached to the Unit
Operating Agreement.

Unit Operator shall, within thirty (30) days after the effective
date of this Agreement, file for record a certificate to the effect
that this Agreement has become effective according to its terms and
stating further the effective date and the location of the governmental
agency offices where copies of this Agreement are filed.
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The term of thls Agreement shall be for and during the time that
Unltized Substances are produced in paying quantities from the Unit Area
and as long thereafter as drilling, reworking or other operations (in-
cluding secondary recovery operatlons) are prosecuted thereon without
cessatlon of more than ninety (90) consecutive days, unless sooner termi-
nated by Working Interest Owners in the manner hereinafter provided.

Thls Agreement may be terminated with the approval of the Commis-
sloner and the Dlrector by Working Interest Owners owning ninety (90%)
rercent unit participation during Phase IT whenever such Working
Interest Owners determinc that Unit operations are no longer profit-
able, fecasible or in the interest of conservation. Notice of ény
such termination shall be glven by Unit Operator to all parties hereto.

Upon termination of this Agreement, the further development and
operation of the Unilt Area as a Unit shall be abandoned, Unit operations
shall cease, and thereafter the partles hereto shall be governed by the
terms and provisions of the leases and contracts affecting the separate
tracts.

If not otherwlse covered by the leases unltized under this Agree-
ment, Royalty Owners hereby grant Working Interest Owners‘a perlod of
six (6) months after termination of this Agrees it in which to salvage,
sell, distribute or otherwlse dlspose of the personal property and
facilities used in connectlon with Unit operations.

Section 22. RATE OF PROSPECTING, DEVELOPMENT AND PRODUCTION: All

production and the disposal thereof shall be in conformity with alloca-
tions and quotas made or fixed by any duly authorized person or regula-

.tory body under any Federal or Stdte statute, The Director and the

Commissioner are hereby vested with authority to alter or modify from
time to time, at theilr discretion, the rate of prospecting and develop-
ment and within the 1limits made or fixed by the Commission to alter or
modify the quantity and rate of production under this Agreement, such

authority being hereby limited to alteration or modification in the
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public interest, the purpose thereof and the publie interest to be served
thereby to be stated in the order of alteration or modificaticn.

Powers 1n this Section vested in the Director and the Commissioner
shall only be exercised after notice to Unit Operator and opportunity
for hearing to be held not less than fifteen days from notice.

SECTION 23. NONDISCRIMINATION: In the performance of work under

this agreement the operator agrees to comply with the nondiscrimination
provisions of Executive Order 10925 (26 F.R. 1977).

SECTION 24, APPEARANCES: Unit Operator shall have the right to

appear for or on behalf of any and all interests affected hereby before
the Commisslioner, the Department, and the Commission, and to appeal from
any order 1lssued under the rules and regulations of the Commissioner,
the Department, or the Commission, or to apply for relief from any of
sald rules and regulations or in any proceedings relative to operations
before the Commissioner, the Department, or the Commission, or any

other legally constituted authority; provided, however, that any other
interested party shall also have the right at hls or 1ts own expense to
be heard in any such proceeding.

SECTION 25, NOTICES: All notices, demands, objections or state-
ments required hersunder to be given or rendered to the parties hereto
shall be deemed fully gilven 1f made in writing and personally delivered
to the party or parties or sent by postpaid certified mail, addressed to
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such party or parties at their respective addresses set forth in connec-~
tlon with the signatures hereto or to the ratification or consent here-
of or to such other address as any such party or parties may have fur-
nished in writing to the party sending the notice, demand or statement.
SECTION 26, NO WAIVER OF CERTAIN RIGHTS: Nothing in this Agree-

ment contalned shall be construed a8 a walver by any party hereto of the
right to assert any legal or constltutional right or defense as to the
validity or invalidity of any law of the State wherein said unitized
lands are located, or rules or regulations issued thereunder in any way
affecting such party, or as a waiver by any such party of any right be-
yond hils or its authority to wailve.

SECTION 27, UNAVOIDABLE DELAY: All obligations under this Agree-

ment requiring the Unit Operator to commenée or continue secondary re-
covery operations or to operate on or produce Unitlzed Substances from
any of the lands covered by thls Agreement shall be suspended while, but
only so long as the Unit Operator desplte the exercise of due cares and
diligence, 1is prevented from complyings with such obligations, in whole
or in part, by strikes, acts of God, Federal, State or municipal law or
agency, unavoldable accident, uncontrollable delays in transportatlon,
inability to obtailn necessary materials in open market, or other matters
beyond the reasonable control of the Unit Operator whether similar to
matters hereln enumerated or not,

SECTION 28. L0SS OF TITLE: In the event title to any tract of

unitized land shall fall so as to render the tract inoperable under this
Agreement and the true owner cannot be induced to Join thils Unit Agree-

ment, such tract shall be automatically regarded as not committed hereto
and there shall be such readjustment of future costs and beneflts as may
be required on account of the loss of such title. 1In the event of a dis-

pute as to tltle as to any Royalty, Working Interest or other Interest
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subject thereto, payment or delivery on account thereof may be withheld
without liability or interest untll the dispute is finally settled; pro-
vided, that as to State or Federal land or leases, no payments of funds
due the State of New Mexico or the United States of America shall be
withheld, but such funds shall be deposited as directed by the Commisg-
sioner or the Supervisor (as the case may be), to be held as unearned
money pending final settlement of the tltle dispute, and then applied as
earned or returned in accordance with such final settlement.

Unit Operator as suéh is relleved from any responsibility for any
defect or fallure of any title hereunder.

SECTION 29. NONJOINDER AND SUBSEQUENT JOINDER: If the owner of

any substantial interest in a tract within the Unit Area falls or refuses
to subscribe, ratify, or consent in writing to thils Agreement, the Work-
ing Interest Owner in that tract who has executed or ratifled this Agree-~
ment may wlthdraw said tract from this Agreement by written notice to the
Director, the Commlssioner, and Unit Operator prior to the effective date
of this Agreement, Joinder by any Royalty Owner, at any time, must be
accompanied by appropriate Jolnder of the corresponding Working Interest
Owner in order for the interest of such Royalty Owner to be regarded as
effectively commltted., Joinder to the Unit Agreement by a Working Inter-
est Owner, at any time, must be accompanled by appropriate joinder to the
Unit Operating Agreement in order for such interest to be regarded as
effectively committed to thls Unit Agreement.

Any oll or gas interest in the lands in the Unit Area not committed
hereto prior to submission of this Agreement to the Commissiloner and the
Director for final approval may thereafter be committed hereto upon com-
pliance with the applicable provisions of this Sectlon and of Sectlon 12
(Tracts Qualified for Unlt Participation) hereof, at any time up to the
effective date hereof and for a period to and including six (6) months
thereafter, on the same basis of participation as provided in said
Section 12 by the owner or owners thereof subscribing, ratifying, or
consenting in writing to this Agreement and, if the interest is a Working
Interest, by the owner of such interest subscribing also to the Unit

Operating Agreement.
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It 1s understood and agreed, however, that from and after six (6)
months from the effective date hereof the right of subsequent joinder
as provided in thils Section shall be subject to such requirements or
approvals and on such basls as may be agreed upon by ninety (90%) percent
of the Working Interest Owners (based upon the percentages of partici-
pation during Phase II). Such joinder by a proposed Working Interest
Owner must be evidenced by his execution or ratification of this Agree-
ment and the Unit Operating Agreement. Such Joinder by a proposed
Royalty Owner must be evlidenced by his execution, ratification or con-
sent of this Agreement and must be consented to in writing by the Working
Interest Owner responsible for the payment of any benefits that may
accrue hereunder in behalf of such proposed Royalty Owner. Except as may
be otherwise hereln provided, subsequent Joinder to this Agreement shall
be effective at 7:00 a.m. as of the first day of the month following the
filing with the Commissioner and the Supervisor of duly executed counter-
parts of any and all documents necessary to establish effectlve commit-
ment of any tract or interest to this Agreement, unless objectlon to
such Jjoinder by the Commissloner or the Director is duly made within
sixty (60) days after such filing.

SECTION 30. COUNTERPARTS: This Agreement may be executed in any

number of counterparts, no one of which needs to be executed by all
parties and may be ratifled or consented to by separate instrument in
writing specifically referring hereto, and shall be binding upon all
those parties who have executed such a counterpart, ratification or con-
sent hereto with the same force and effect as if all parties had signed
the same document, and regardless of whether or not 1t i1s executed by
all other parties owning or claiming an interest in the lands within the
above described Unit Area,

SECTION 31. TAXES: Each party hereto shall, for its own account,
render and pay i1ts share of any taxes levied against or measured by the
amount or value of the Unitilzed Substances produced from the unitized
land; provided, however, that 1f 1t 1s requilred or 1f it be determined
that the Unit Operator or the severa1'Work1ng Interest Owners must pay

or ‘advance sald taxes for the account of the parties hereto, it 1s hereby
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expressly agreed that the parties so paying or advancing sald taxes
shall be reimbursed therefor by the parties hereto, including Royalty
Owners, who may be responsible for the taxes on their respective allo~
cated share of sald Unitized Substances, No such taxes shall be charged
to the United States or to the State of New Mexlco, nor to any lessor
who has a contract with a lessee whilch requires his lessee to pay such

taxes,

SECTION 32. CONFLICT OF SUPERVISION: Neilther the Unit Operator

nor the Working Interest Owners, nor any of them, shall be subject to
any forfelture, termihation or expiration of any rights hereunder or
under any leases or contracts subject hereto, or to any penalty or lia-
bility on account of delay or failure in whole or in part to comply with
any appllcable provisions thereof to the extent that the sald Unit Oper-
ator or the Working Interest Owners, or any of them, are hindered, de-
layed or prevented from complylng therewith by reason of failure of the
Unit Operator to obtain, in the exercise of due diligence, the concur-
rence of proper representatlives of the United States and proper repre-
sentatlives of the State of New Mexlco in and about any matters or things
concerning which 1t 1s required harein that such concurrence be obtalned.
The partles hereto and the Commission agree that all powers and
authority vested in the Commisslon in and by arny provisions of this
Agreement are vested in the Commission and shall be exercised by 1t pur-
suant to the provisions of the laws of the State of New Mexicc and sub-
Ject in any case to appeal or Jjudlecilal review as may now or hereafter be
provided by the laws of the State of New Mexico.

SECTION 33. LIMITATION OF APPROVALS: Notwithstanding anything

herein contalned to the contrary, if no Federal lands are committed to
this Agreement, then no consents or approvals provided herein shall be
required of the Department, the Secretary, the Director, or the Super-
visor, and it shall not be necessary to flle any instrument hereunder
with said officers or agencies unless and until Federal lands are so com-
mitted to this Agreement; likewise, if no State lands are commltted to

this Agreement, then no consents or approvals provided herein shall be
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requlred of the Commissiloner, and it shall not be necessary to file
any instrument hereunder with sald officer unless and untill State lands
are so commltted to thils Agreement,

SECTION 34. BORDER AGREEMENTS: Subject to the approval of the

Director and the Commissioner, the Unit Operator, with concurrence of
sixty~five (65) percent of the Working Interest Owners, based upon the
percentages of participétion during Phase II1, may enter into a border |
protection agreement or agreements with the Working Interest Owners of
adjacent lands along the boundaries of the Unit Area with respect to the
operatlons in the border area for the maximum ultimate recovery, con-
servation purposes and proper protection of the parties and interests.

SECTION 35. NO PARTNERSHIP: It 1l1s expressly agreed that the

relation of the parties hereto 1is that of independent contractors and
nothing in this Agreement contained, expressed or implied, or any opera-
tions conducted hereunder, shall create or be deemed to create a partner-
ship or assoclation between the parties hereto or any of them,

SECTION 36. OIL IN LEASE TANKAGE ON EFFECTIVE DATE: Unit Operator

shall make a proper and timely gauge of all lease and other tanks within
the Unit Area in order to ascertain the amount of merchantable oil in
such tanks, above the plpe line connections, as of 7:00 A.M. on the effec-
tive date hereof, All such oil as 1is a part of the prior allowable of the
well or wells from which the same was produced shall be and remain the

- property of the Working Interest Owners entitled thereto the same as if the
Unit had not been formed, and such Worklng Interest Owners shall promptly
remove sald oil ffom the Unit Area. Any such oil not so removed may be
sold by the Unilt Operator for the account of such Working Interest Owners,
subject to the payment of all Royalty to Royalty Owners under the terms
and provisions of the applicable lease or leases and other contracts.

All such oil and gas as 1s in excess of the prior allowable of the well

or wells from which the same was produced shall be regarded and treated

the same as Unitized Substances produced after the effective date hereof.
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If, as of the effective date hereof, any tract is overproduced with
respect to the allowable of the well or wells on that tract and the
amount of such overpraoduction has been s0ld or otherwise disposed of,
such overproduction shall be regarded and included as a part of the
Unitized Substances produced after the effeetive date hereof and the
amount thereof charged to such tract as having been delivered to the

persons entitled to Unitized Substances allocated to such tract.

SECTION 37. PERSONAL PROPERTY EXCEPTED: All lease and well equip-
ment, materials, and otﬁer faecilities heretofaore or hereafter placed
by any of the Working Interest Owners on the lands subject to this
Agreement shall be deemed to be and shall remaln personal property
belonging to and may be removed by the Working Interest Owners (sub-
Jeet to the provisions of Section 10). The rights and interests there-
in as among Working Interest Owners are covered by the Unit Operating
Agreement,

IN WITNESS WHEREOF, the partles hereto have caused this Agreement
to be executed and have set opposite thelr respective names the date

of execution.

TEXACO Inc.

- ‘ r
Datet %J 76 7 Byﬁ,fz’?"/ 4
7 — N7 ey
Address: P. 0. Box 3109

L"’l”;"'t\v'\“\; A
Tirins /j‘( 2 , ]ialand’ Tgxaﬂ

Form _ UNIT OPERATOR AND WORKING INTEREST
OWNER.

ATTEST: | Ll cerree L /7?7/"%"
By

Sacyetarvy ) N | -
‘ Addressgs_ i -
pafe: ___ o e . . ——
ATTEST:
screitary
cary 3, 1962 i
i "ﬁ ) - - ‘ . 'lyrg
WORKING INTEREST OWNERS C'ZZ\E

| R . .28- Y h
BEH: bw L J



“NORTHEAST CAPROCK QUEEN

.~ _ UNIT AGREEMENT

WORKING INTEREST

ATTEST s

Secretary

Datet Japyary 26, 1962

ATTEST

7 Jecretary

Datet -6 A

ATTEST!

OWNERS
SOCONY MOBIL OIL COMPANY, INC,
- o j S APPROVED
Acctg,
By Al (izsg b
Land ‘
) Lega
Addresny P, 0, Box 633 QL.
Midland, Texas g

e

and 0il Company

i
: W : APPROVED
- . 5570 FoRu

BY,
Address Executive Vice President va
) - A% TQ CONTENT
o

AkER&JA PET%)‘EUM CORPORATIOO

By,

At Secreﬂf&: %

‘Addresst P o.

Datet éml“l/q(e 2
. /

Ny

aaswant oecreta

Dater © FeB 26 1962

ATTEST:

ident

Bt ot

ice
o

wheleo 2, (Qklebhonis/

SUNBAY MID-CONTINENT OIL COMPANY

BY(//Z%/% | wes

"7 KL T s-Vies Froskent w0
Addresss _ Jo. Ay 2039 )
duloa. 2, Ctos g wu)

y / a4l
SKELLY OIL CompAny |
By v : | ‘32/e 2.
%%nggﬁgééé' /é&%/

N

Addressy B,..f /642

BY.

Secretary
Dates

Addresss




~NORTHEAST ™

CAPROCK QUEEN

- UNIT AGREEMENT

WORKING INTEREST OWNERS
ATTEST: .
By . .
- Secretary
Date: Addrensny
ATTEST?
Secretary
Datet
ATTEST UNION DH COMPANY OF CALIFORNIA
. o O F /oD
Beeretnry

' Attorney in P t R3
‘Addresst g9 . Ta;)ms ZZ{(

AXXWEDE The Superior Oil Company
By R K
D T A dp = ent
: ., Address: _ P, O, Box 1521
pates ﬁﬂa%JJl7/l?¢2 g cé;éZ?nmLJﬂmLu“_
Asst, Secretary
ATTEST:
By
secretary
Addresst
Date: '
ATTEST:
By
Jecretary
Addresss

Date:




STATE OF CALIFORNIA
COUNTY OF LOS ANGELES

The foregoing instrument was acknowledged before me this

- 1 day, of _February » 19 62, by
_ T Maurice A, Maehris ' .
I A D Db
My Commission Expires: Notary Public In and for

My Compission Expires August 20, 1964 pojon T. BdwanleNotarg. Public tn_and £FOUNEY

Los Angeles County, California

STATE OF
COUNTY OF
The foregoing instrument was acknowledged before me this
day of » 19, by
My Commission Expires: Notary Publlc In and for
. - County,

STATE OF
COUNTY OF m&&q&ﬁ

The foregolng instrument was acknowledged before me this
% MG A ’ 19@: by
B L ¥ WY s ) Attorney-itlagg 7 ol

' TDXACO ne a olaaxong
Corporation, on behall of sald Uorpor tion.‘_ i SR

AN,

STATE OF __ THAAS ;

COUNTY oF __ThouAN® 8

oth The forengnent was ackpawledged before me this
—ar 57 filoven- m , 5

Uorporation, on behall of sa.IEI Eorporation.

My c*}@miresz




STATE oF GELANER
COUNTY oF TWAA

- The foregoing instrument was acknowledged before me this
BHh 4,0 op | NekEeaEy ‘“B,Sg&-,...-...
“’fﬁ!ﬂljEﬁaSillt1lrilllilrill!-illrl-qilgéglqrlxi‘kllll1ll'lllﬂl‘;"
—— - AL e utt-nrpration:— : *

My GbmfiesiciExmiirent oF ¢ In and Tor
October 25, 1964 - ——— County,
STATE OF _“HNURA
COUNTY OF
o The foreg instrument was ac owledged before me this
207522 2/

My . sgdo plres [5) u n
“ﬁggﬂﬁiiﬁ’%'if z - Cpuggy,

STATE OF TEXAS }

COUNTY OF MIDLAND

The foregoing lnstrument was acknowledged before me this

26th day of J 19 62 , by
W. G. Moriart ?mmw i ’ 2555 e’y-InEag ol
————-socm-mﬁm-ﬁm-eom ANY;ENCT New York
Corporation, on behalf of eald Gorporation.
s \/Y\MJ
COmmi sion Expires: otary ¢ In
qdlL3 Midland County, Te Xas
)
CAROLE TURNER, N ublic

U * g‘:‘"“l > I“’"'&., 10 and for Midland Gounty, Tovas
STATE OF __ TEXAS |
COUNTY OF _ TARRANT 8

7QC* The foregoing Anstrument was acknowledged before me this
Z day gf' s 1962 , by
) W of

Tamas Huﬂd&a:ﬁisigeygggﬂ ﬁg!.ag.é : , &
orporatlon, on behall of sa orporation.

My Commission Expires:
&~1-63




STATE OF ___MEw NS00
COUNTY OF __cuawms

The foregoing instrument was acknowledged before me this

isg day of __ Wsweh » 1062, by _Jeba K Triss.
P, & ben 539, Teewel]l, Wew Namies -2 ' ®

e

My Commission Expires:

Nboasey 13, 1966
STATE OF » L
COUNTY OF
The foregoing instrument was acknowledged before me this
day of s 19, by
My Commission Expires: Notary Publlc In and for
_ county,
STATE OF YWNAS, |
COUNTY OF _MENAND, 8
The foregolng 1nstrument was acknowledged before me this
G qay of Masch s 1963, by
7 M ariedes of
or'po:fation.
o / S /
My Go@ission Expires: otary 1Te In an or

Bdkand County,  gumun .

STATE OF Texas §
COUNTY OF  Harris 3
’ The foregoing instrument was. acknowledged befoge me_ this
Ci J | __day of March , 19 6 E!¥
7 - mx-m of

ota
My Commission Expires: &ru County, Texas
June 1, 1963

ILLEGIBLE




STATE OF {ELAICERA
COUNTY OF ICLEA

The foregoing 1nstrument was acknowledged before me this

igﬁtﬁmy of&‘, T | : poks
[/%/

My COﬁmiqpion Explirest Nofa Public‘ln and Ior
ey 3, 363 County, Ckisbona
STATE OF
COUNTY OF
The foregoing instrument was acknowledged before me this
day of s 19, by
My Commission Explres: Notary Publlc In and for
County,
STATE OF 4
COUNTY OF , 8
The foregoing instrument was acknowledged before me this
day of » 19, by
N ol
, &

Corporation, on behall of sald Corporation,

My Commission Expires: Notary Public In and for
County,
STATE OF i
COUNTY OF 8
The foregoing instrument was acknowledged before me this
day of s 19 » by
, . of
] a . b

Corporation, on behall of sald Corporation,

otary ¢ 1In and for
My Commission Expires: County,

ILLEGIBLE



COHSENT AND RATIFICATION
NOR.:...enT CAPROCK QUEEN UNIT AGREEMENT
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO
The undersigned (whether one or more) hereby aéknowledge receipt
of a copy of the Unif Agreement for the Develovment and Operation of
the Northeast Caprock Ques:r TUnit Area embracing lands situated in Lea
County, New Mexico, which said agreement is dated the ist day cf
January, 1962, and acknowledge that they have read the same and are fa-
miliar with the terms and conditions thereof. The undersigned also
being the owners of the leasehold, rcyalty or othsr interest in the
lands or minerals embraced in said unit area as indicated on the sched-
uliz attached to said Unit Agreement as.Exhibit "B", do hereby commit
gll of theif.said interest to the Northeast Caprock Queen Unit Agree-~
ment and do hereby consent thereto and ratify ail of the terms and
provisions thereof, exactly the same as if the undersigned had exe-
cuted the original of said Unit Agreement or a counterpart thereof.
IN WITNESS WHEREOF, thls instrument 1s executed by the under-

signed as of the date set forth in their respective acknowledgements.

SOCCNY MODIL OIL CGMPANY, INC.

STATE OF §

COUNTY OF 3

The foregoing inbtwument was acknowledged beforv me this .
day of > 19 5, by

Nctary Publiic in and fbf

My Commission Expires: County,
STATE QF TEXAS !
‘ y
COUNTY OF MIDLAND
The fcregoing instrument was acknowledged before me this sg¢h
day of January s> 19_62, by W, G. Moriarty
ttorney-in-Fact of Socony Mobil 0il Compa N . Corporation

on behalf of said corporation.

//) S
el T Tinor

Notary Public in and for

Midland County, _ Texag
My Ceommission Ex res: : vAROLE TUKSER, Notary Fabu
R In end for Midlarnd County, Toxes
s l/ 3
e o
) (/ . 2«‘3 TP T 2 oh,

ILLEGIBLE




CONSENT AND RATIFICATION

NORTHEAST CAPROCK QUEEN UNIT AGREEMENT
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge receipt
of a copy of the Unift Agreement for the Development and Operation of
the Northeast Caprock Queen Unit Area embracing lands situated in Lea
County, New Mexlico, which said agreement is dated the 1st day of
January, 1962, and acknowledge that they have read the same and are fa-
miliar with the terms and conditlons thereof. The undersigned also
being the owners of the leasehold, royalty or other interest in the
lands or minerals embraced 1n said unlt area as indicated on the sched-
ule attached to sald Unit Agreement as Exhibit "B", do hereby commit
all of thelr sald interest to the Northeast Caprock Queen Unit Agree-
ment and do hereby consent thereto and ratify all of the terms and
provisions thereof, exactly the same as if the undersigned had exe-
cuted ﬁhe original of sald Unit Agreement or a counterpart thereof,

IN WITNESS WHEREQF, this instrument 1s executed by the under-

signed as of the date set forth in their respective acknowledgements,

7
</

STATE OF . /. . g
COUNTY OF - o,

The foregoing instrument was acknowlgdged before me this

‘day of s 190, 2; CS e T
: ¢ Notary Pu n and for
My Commission Expilres: S 7 county, T e
5&;4@? [ 1965
STATE OF . g
COUNTY OF
The foregoing instrument was acknowledged before me this
day of s 19 s by
of

on behalf of sald corporation,

Notary Publlec 1in and for
County, .

My Commisslion Explres:




CONSENT AND RATIFICATION
NORTHEAST CAPROCK QUEEN UNIT AGREEMENT
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge receipt
of a copy of the Unit Agreement for the Development and Operation of
the Northeast Caprock Queen Unit Area embracing lands situated in Lea
County, New Mexlco, which sald agreement 1s dated the lst day of
January, 1962, and acknowledge that they have read the same and are fa- -
miliar with the terms and conditions thereof., The undersigned also
being the owners of the leasehold, royalty or other interest in the
lands or minerals embraced in sald unit area as indicated on the sched-
ule attached to sald Unit Agreement as Exhibit "B", do hereby commit
all of their sald interest to the Northeast Caprock Queen Unit Agree-
ment and do hereby consent thereto and ratify all of the terms and
provislions thereof, exacZIy the same as 1f the undersigned had exe-
cuted fhe original of sald Unit Agreement or a counterpart thereof,

IN WITNESS WHEREOF, this instrument 1s executed by the under-

slgned as of the date set forth in thelr respectlive acknowledgements,

e
 ATTEST: . averabn YerrolEom coreoraTTOf )

By <£72%/2;éi,p“444%%?gk;___ﬁ____ By A Q1(
Agglstant Sedeta Vice Presidept

STATE OF OKLAHOMA g
COUNTY OF TULSA

_The foregoing instrument was acknowledged before me this 20th
day of . February , 19 62, by Jobhn P. Hammond .

= . -

¢Z‘Jf’“’<?’fp7;L, P e
Notarv ,LPublic in and for Tulsa

1\% L‘ommission Eypire5° ) County, Oklahoma .

Cinmls8sion ¢

Qctobsr 25, 1964 : e

STATE OF
COUNTY OF
; éjﬁ@i;qtt
The foregoing instrument was acknowledged before me this .27 .
day of , 19 , by —

of
on pbehalf of sald corporatilion.

Notary Public 1n and for
County, .

My Commlssion Explres:




CONSENT AND RATIFICATION

NORTHEAST CAPROCK QUEEN UNIT AGREEMENT
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge receipt
of a copy of the Unlt Agreement for the Davelopment and Operation of
the Northeast Caprock Queen Unit Area embracing lands situated in Lea
County, New Mexlco, which sald agreement is dated the 1st day of
January, 1962, and acknowledge that they have read the same and are fa-
miliar with the terms and conditlons thereof. The undersigned also
being. the owners of the leasehold, royalty or other interest in the
lands or minerals embraced in sald unit area as indicated on the sched-
ule attached to said Unit Agreement as Exhibit "B", do hereby commit
all of thelr said interest to the Northeast Caprock Queen Unit Agree-
ment and do hereby consent thereto and ratify all of the terms and
provisions thereof, exactly the same as 1f the undersigned had exe-
cuted the original of said Unlt Agreement or a counterpart thereof,

IN WITNESS WHEREOF, this instrument 1s executed by the under-

slgned as of the date set forth in their respective acknowledgements,

74 /7
R R - PR A .
vV I
LA—Z——", PR S /‘;il ot ___,./wf_.: Y ( .
/jg et /J/ : 'Ll”{'J"ﬁfl-L"’[(

I
d
V- .Yy

l/ -
/) R Ay _ﬂ,r’_.!( ,/_(?A[. r{

STATE OF TS § v
\g?gNT% OF __TARRANT ‘Z/
) )
*.¥n"~£ﬂf Ehe foregoing lnstrument was acknowledged before me this /{
i ~:,-‘ ay of - February » 1962 ; by Mrs. W Ri e
:a.nd. y Fra.nk“iiapkins and E, A, McClure, Ihdcpendent Execu y‘. c;ley Wheeler Estate.
E ~“_\‘/ ' _b: lars (L
. 5 iR E Notary’Public’in and for
0,.,*1»/9/ cgmniission Explires: Tarrant County, fQexag .
‘, r' o

STATE OF TEXAS

COUNTY OF GREGG

The foregolng Instrument was acknowledged before me this 4

day of February » 1962 > bY _Ridley N. Wheeler and J. Clyde
oY inadn; Independcnt Executors of The William Ridley Wheeler Estate
5"'/\\5‘ TN e
ff?f’ l‘Tf( Y /vﬁz(4z%;4$/
ﬂaéci_/(*\ }F Notary Publlc In and for
Z Q% &' e Gregg County, Texas .
*:Q@y ommi&sion Expires:
u’/, }’ O:' o \\

"”VI'H“)' Y




CONSENT AND RATTFICATTON
NORTHEAST CAPROCK QUEEN UNIT AGREEMENT
EMBRACING LANDS TN LEA COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge receipt
of a copy of the Unit Agreement for the Development and Operation of
the Northeast Caprock Queen Unit Area embracing lands situated in Lea
County, New Mexlco, which sald agreement 1s dated the 1st day of
January, 1962, and acknowledge that they have read the same and are fa-
miliar with the terms and conditions thereof. The undersigned also
being the owners of the leasehold, royalty or other interest in the
lands or minerals embraced 1in sald unit area as indicated on the sched-
ule attached to sald Unit Agreement as Exhibit "B", do hereby commit
all of thelr salid interest fo the Northeast Caprock Queen Unit Agree-
ment and do hereby consent thereto and ratify all of the terms and
provisions thereof, exactly the same as 1f the undersigned had exe-
cuted the original of sald Unit Agreement or a counterpart thereof,

IN WITNESS WHEREOF, this lustrument 1s executed by the under-

slgned as of the date set forth in thelr respectlve acknowledgements,

B . .‘) -
STATE OF. "\ ¢ oo §
COUNTY OF* /o2 s e sis
DA
R Ji[[;{‘(\5}')foregoing instrument was ankngwlédged before me this /.5

-d@ ‘o (vt ¢y s 191LJ’ Y \fﬁfzf’fﬁfkpyv d o
AL 4 el
ja~ ; Eﬁﬁ Notarv Publio In ang ny
‘; L‘My COIDIT).iSSibn Expires ° : "'/‘ Ay / Count C/Q//(' LGt °

f/ P ;.v/ PO .- d

R I

R . ,)’r {

STATE OF g

COUNTY OF

The foregolng Iinstrument was acknowledged before me this
day of s 19 s by

of
on behalf of sald corporation.

Notary Publlc In and for
County, .

My Commisslon Expires:




CONSENT AND RATIFICATION
NORTHEAST CAPROCK QUEEN UNIT AGREEMENT
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO
The undersigned (whether one or more) hereby acknowledge recelpt
of a copy of the Unit Agreement for the Development and Operation of
the Northeast Caprock Queen Unit Area embracing lands situated in Lea
County, New Mexlco, whlich sald agreement 1s dated the 1st day of
January, 1962, and acknowledge that they have read the same and are fa-
millar with the terms and conditilons thereof. The undersigned also
being the owners of the leasehold, royalty or other interest in the
lands or mlnerals embraced 1n sald unit area as indicated on the sched-
ule attached to sald Unit Agreement as Exhibit "B", do hereby commit
all of their sald interest to the Northeast Caprock Queen Unit Agree-
ment and do hereby consent thereto and ratify all of the terms and
provisions thereof, exactly the same as 1f the undersigned had exe-
cuted ﬁhe original of sald Unlt Agreement or a counterpart thereof.
IN WITNESS WHEREOF, this instrument is executed by the under-

signed as of the date set forth in thelr respective acknowledgements.

L?C T Q)rn Va3
U

. - < .
© county oF G Kt

The regoing lnstrument was acknowledged before me this 7

day of ILYL + A, y 19 vﬁ'by( izzle Connor .
// B - / a4 L _C e e
No ?f Public In and f‘%r
My Commission Expires: A<, County, A4 ] .

i fd (FEST

STATE OF §
COUNTY OF
The foregoing Instrument was acknowledged before me this
day of - 19 s by
0

on behalf of sald corporation.

Notary Public in and for
County, .

My Commission Explres:




CONSENT AND RATIFICATION

NORTHEAST CAPROCK QUEEN UNIT AGREEMENT
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge receipt
of a copy of the Unit Agreement for the Development and Operation of
the Northeast Caprock Queen Unit Area embracing lands situated in Lea
County, New Mexico, which sald agreement 1is dated the 1st day of
January, 1962, and acknowledge that they have read the same and are fa-
miliar with the terms and conditlons thereof, The undersigned also
being the owners of the leasehold, royalty or other interest in the
lands or minerals embraced in sald unit area as indicated on the sched-
ule attached to sald Unit Agreement as Exhibit "B", do hereby commit
all of thelr said interest to the Northeast Caprock Queen Unit Agree-
ment and do hereby consent thereto and ratify all of the terms and
provlisions thereof, exactly the same as 1f the undersigned had exe-
cuted the original of said Unit Agreement or a counterpart thereof,

IN WITNESS WHEREQF, thils instrument is executed by the under-

signed as of the date set forth in thelr respective acknowledgements,

STATE OF /(... ,Zl(,t,(_,’x_ﬁﬁcag
COUNTY OF 5 FL TN

Thekfbregoing Instrument was acknowledged before me this ErS

day of ff(&1kxv<wx«z} ’ 194')T'Ey- %}seg Douthitt
/ e -~ . 7
,6/ 2% S / C SR
/Né{}ry Publle 1n and f%g/ .
My Commlssion Expires: —i—— - County, (22 .
T A SFE LT
STATE OF g
COUNTY OF
The foregolng instrument was acknowledged before me thils __
day of s 19 » by
of
on pbehalf of sald corporation.
Notary Public 1n and for
County, .

My Commisslon Expires:




CONSENT AND RATIFICATION

NORTHEAST CAPROCK QUEEN UNIT AGREEMENT
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge receipt
of a copy of the Unit Agreement for the Development and Operation of
the Northeast Caprock Queen Unit Area embracing lands situated in Lea
County, New Mexlco, which sald agreement 1s dated the 1st day of
January, 1962, and acknowledge that they have read the same and are fa-
mlliar with the terms and conditlons thereof, The undersigned also
belng the owners of the leasehold, royalty or other interest in the
lands or minerals embraced in saild unit area as indicated on the sched-
ule attached to sald Unit Agreement as Exhibit "B", do hereby commilt
all of their sald interest to the Northeast Caprock Queen Unit Agree-
ment and do hereby consent thereto and ratlfy all of the terms and
provisions thereof, exactly the same as 1f the undersigned had exe-
cuted the original of sald Unit Agreement or a counterpart thereof,

IN WITNESS WHEREQOF, this instrument 1s executed by the under-

signed as of the date set forth in thelr respectlve acknowledgements.

7%/ 7S fand
4

STATE OF /. }/v 2 §
COUNTY OF L {Afu sse
Theiﬁiregoing instrument was acknowledged before me this 29
day of T Arracin.zq » 1942, by Robert E. Speed .
7 w4 - ,
i \gészp “1;€31h1<42
K Notary Publlc In and for /
My Commission Expires: Ll e g0 - County, A~ .

(%i<“¢ Z: /&3
v N

STATE OF a
COUNTY OF
The foregolng instrument was acknowledged before me this
day of f_, 19 s by
5)

on behalf of sald corporation.

Notary Public 1in and for
County, .

My Commission Explres:




CONSENT AND RATIFICATION

NORTHEAST CAPROCK QUEEN UNIT AGREEMENT
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge receipt
of a copy of the Unit Agreement for the Development and Operation of
the Northeast Caprock Queen Unit Area embracing lands situated in Lea
County, New Mexlco, which sald agreement 1s dated the 1st day of
January, 1962, and acknowledge that they have read the same and are fa-
miliar wlth the terms and conditlons thereof. The undersigned also
belng the owners of the leasehold, royalty or other interest in the
lands or minerals embraced in said unit area as indicated on the sched-
ule attached to sald Unit Agreement as Exhibit "B", do hereby commit
all of their sald interest to the Northeast Caprock Queen Unilt Agree-
ment and do hereby consent thereto and ratify all of the terms and
provisions thereof, exactly the same as 1f the undersigned had exe-
cuted the original of sald Unlt Agreement or a counterpart thereof,

IN WITNESS WHEREOF, this instrument 1s executed by the under-

signed as of the date set forth in thelr respective acknowledgements,

e .

. . 5 /

STATE OF . S <o v §
SR

COUNTY OF, /:/f(, e ck—c . C\

b
: Tb&~ oregolng lnstrument was acknowledged before me this,~2‘;2
day of “iNNTP s i <, , 19Q’L?;3- Bill Guinn .

o
.""‘l

\ .
AN X
v\‘\ s

2

< Fii a2 PP N S
pr ry Public In and for
My Commission Expires: éqfﬁ<c~«ﬂ~«\ County, .

STATE OF §
COUNTY OF

The foregoling instrument was acknowledged before me this

day of s 19 s Dy
of
on behalf of sald corporation.

Notary Publlc 1n ana for
County, .

My Commisslon Expires:




CONSENT AND RATIFICATION
NORTHEAST CAPROCK QUEEN UNIT AGREEMENT
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge receipt
of a copy of the Unlt Agreement for the Development and Operation of
the Northeast Caprock Queen Unit Area embracing lands situated in Lea
County, New Mexlco, which sald agreement 1s dated the lst day of
January, 1962, and acknowledge that they have read the same and are fa-
millar with the terms and conditions thereof. The undersigned also
belng the owners of the leasehold, royalty or other interest in the
lands or minerals embraced 1n sald unlt area as indicated on the sched-
ule attached to sald Unit Agreement as Exhibit "B", do hereby commit
all of their said 1lnterest to the Northeast Caprock Queen Unit Agree-
ment and do hereby consent thereto and ratlify all of the terms and
provisions thereof, exactly the same as 1f the undersigned had exe-
cuted the original of said Unit Agreement or a counterpart thereof,

IN WITNESS WHEREOF, this instrument 1s executed by the under-

slgned as of the date set forth In thelr respective acknowledgements,

LWQMQ4Q~Q/ E?ﬂQA_x:%;&\J&/ -

STATE OF/zLL\; ;%LLJ_A,)&4,2 §
- couNTY. OF/ A a e

hu foregoing lnstrument was ggnowledged before me thig 2 ©

"'day ot A L , uthitt and 11
Douthitt .
/
N apy Public in and I
My mmission Expires: %ﬁi}/Obt>ﬂfﬂ—County, qgi’ 5;::::.

e S ST

STATE OF g
COUNTY OF
The foregoing instrument was acknowledged before me this
day of — 19 » by
0

on behalf of sald corporatlon.

Notary Public 1n and for
County, .

My Commission Explres:




CONSENT AND RATIFICATION

NORTHEAST CAPROCK QUEEN UNIT AGREEMENT
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge receipt
of a copy of the Unit Agreement for the Development and Operation of
the Northeast Caprock Queen Unit Area embracing lands situated in JLea
County, New Mexlco, which sald agreement 1s dated the 1st day of
January, 1962, and acknowledge that they have read the samé and are fa-
miliar with the terms and conditions thereof. The undersigned also
beling the owners of the leasehold, royalty or other interest in the
lands or minerals embraced in sald unit area as indlcated on the sched-
ule attached to sald Unit Agreement as Exhibit "B", do hereby commit
all of thelr sald interest to the Northeast Caprock Queen Unit Agree-
ment and do hereby consent thereto and ratlfy all of the terms and
provisions thereof, exactly the same as 1f the undersigned had exe-
cuted the origlinal of said Unlt Agreement or a counterpart thereof.

IN WITNESS WHEREOF, this instrumént 18 executed by the under-

signed as of the date set forth in thelr respective acknowledgements.

/ ' A
A A
m %Z/ St sl

STATE OF California §

COUNTY OF lLos Angeles

The foregoilng lnstrument was acknowledged before me this 12th

day of February , 19 62, by Will C. Speed and wife, Zella M,
speed y Ci Z% (ot C. A KIMBELL
No éry P ¢ 1In and for Los
My Commission Expires: Angeles County, California .

My Commission Expires Dec. 27,1968

STATE OF ﬁ
COUNTY OF
The foregoing Ilnstrument was acknowledged before me thils
day of » 19 R
0

on behall of sald corporation,

Notary Publlic In and for
County, .

My Commlsslon Expires:




CONSENT AND RATIFICATION
NORTHEAST CAPROCK QUEEN UNIT AGREEMENT
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge receipt
of a copy of the Unit Agreement for the Development and Operation of
the Northeast Caprock Queen Unit Area embracing lands situated in Lea
County, New Mexlco, which said agreement 1is dated the 1lst day of
January, 1962, and acknowledge that they have read the same and are fa-
millar with the terms and conditions thereof. The undersigned also
belng the owners of the leasehold, royalty or other interest in the
lands or minerals embraced in sald unit area as indicated on the sched-
ule attached to said Unit Agreement as Exhibit "B", do hereby commit
all of their said interest to the Northeast Caprock Queen Unit Agree-
ment and do hereby consent thereto and ratify all of the terms and
provisions thereof, exactly the same as 1f the undersigned had exe-
cuted the original of said Unit Agreement or a counterpart thereof,

IN WITNESS WHEREOF, this instrument 1s executed by the under-

signed as of the date set forth in their respective acknowledgements,
/? o
L o //' T ‘/
_Nater S
M D02
o~V e VQX\f

STATE OF Ve w/ Mekicd

COUNTY OF ¢ ,/617\

The foregolng instrument was acknowledged before me this % &
day of _ 4 Lip > s 194225 OF ufph Mix 8 Fravees Mo, hus wire

7 A .
’ / A«;-» T=>)

//// , A,,;,.{f/'l,',,,

: Notary Publilc or
My. Commission Expires: Ce Al County, T driheco .
. =

’/_/‘ . B ‘-
STATE OF
COUNTY OF

The foregoing instrument was acknowledged before me this
day of - , 19 s by
0

on behalf of sald corporation.

Notary Publlec 1In and for
County, .

My Commission Explres:




CONSENT AND RATIFICATION
NORTHEAST CAPROCK QUEEN UNIT AGREEMENT
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge receipt
of a copy of the Unit Agreement for the Development and Operation of
the Northeast Caprock Queen Unilt Area embracing lands situated in Lea
County, New Mexico, which sald agreement 1s dated the 1lst day of
January, 1962, and acknowledge that they have read the same and are fa-
millar with the terms and conditions thereof. The undersigned also
belng the owners of the leasehold, royalty or other interest in the
lands or mlnerals embraced in sald unit area as indicated on the sched-
ule attached to sald Unit Agreement as Exhibit "B", do hereby commit
all of thelr sald interest to the Northeast Caprock Queen Unit Agree-
ment and do hereby consent thereto and ratify all of the terms and
provisions thereof, exactly the same as 1f the undersigned had exe-
cuted the original of sald Unit Agreement or a counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the under-

signed as of the date set forth in their respective acknowledgements.

STATE OF,\:],Q?/ aJ g
couNTY OF {7f Ll £

, Tforegoing instrument was acknowle
day Of et i ln » 19¢ 2 by

o e f=y.0

/Notary Public 1n anq\ or

ommissign Expires: County, Zis .
é / é .i CILARLUS I nzanse o
STATE OF g
COUNTY OF
The foregoing instrument was acknowledged before me this
day of » 19 s by
of

on behalf of sald corporation.

Notary Publlc 1in and for
County, .

My Commission Explres:




CONSENT AND RATIFICATION
NORTHEAST CAPROCK QUEEN UNIT AGREEMENT
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge receipt
of a copy of the Unit Agreement for the Development and Operation of
the Northeast Caprock Queen Unit Area embracing lands situated in Lea
County, New Mexlco, which sald agreement is dated the 1st day of
January, 1962, and acknowledge that they have read the same and are fa-
miliar with the terms and conditions thereof. The undersigned also
being the owners of the leasehold, royalty or other interest in the
lands or minerals embraced in sald unlt area as indicated on the sched-
ule attached to saild Unit Agreement as Exhibit "B", do hereby commit
all of their sald interest to the Northeast Caprock Queen Unit Agree-
ment and do hereby consent thereto and ratify all of the terms and
provisions thereof, exactly the same ap 1f the undersigned had exe-
cuted the original of sald Unit Agreement or a counterpart thereof,

IN WITNESS WHEREOF, thls instrument 18 executed by the under-

signed as of the date set forth in thelr respective acknowledgements,

oL opia Horcba

STATE OF Zlp .y etiaed) §

. 4 ¢
COUNTY OF &,, L

The foregoing instrument was acknowledged before me this /ﬁf%é

day of , » 194, by Lena Moore .

-
n and for ,

My Commission Expires: s County, e, ) P2odeey)
@6/5"/?47\

STATE OF g
COUNTY OF
The foregolng instrument was acknowledged before me this
day of . , 19 s, by
0

on behalf of sald corporatilon,

Notary Publlc in and for
County, .

My Commisslon Explres:




CONSENT AND RATIFICATION

NORTHEAST CAPROCK QUEEN UNIT AGREEMENT
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge receipt
of a copy of the Unit Agreement for the Development and Operation of
the Northeast Caprock Queen Unit Area embracing lands situated in Lea
County, New Mexico, whlch sald agreement 1s dated the 1st day of
January, 1962, and acknowledge that they have read the same and are fa-
miliar with the terms and conditions thereof. The undersigned also
belng the owners of the leasehold, royalty or other interest in the
lands or minerals embraced in sald unit area as indicated on the sched-
ule attached to sald Unlt Agreement as Exhibit "B", do hereby commit
all of thelr said interest to the Northeast Caprock Queen Unit Agree-
ment and do hereby consent thereto and ratify all of the terms and
provisions thereof, exactly the same as 1f the undersigned had exe-
cuted the origlnal of saild Unit Agreement or a counterpart thereof,

IN WITNESS WHEREOF, this instrument 1s executed by the under-

signed as of the date set forth in thelr respective acknowledgements.

STATE OF T EXAS §
COUNTY OF MIDIAND
The foregoling Instrument was acknowledged before me thls 8th
day of __~ - March s 1962 , ]1mm1e Jean Edwards , wife of
Jack W, E&Wards .
P % %31’11 Mlaiand
My Commission Expires: County, Texas

Tune 1,.7.963

STATE OF TEXAS §
COUNTY OF MIDIAND
The foregoing Instrument was acknowledged before me this 8th
day of . March - > 1962, by Jack W, Edwards
e

or—pehar—of-said—eorporation,

~

DOaYITS
NotaryJ/public” Ifh anldd for
Midland County, - Texas

My Commission Expires:

June 1, 1963




CONSENT AND RATIFICATION
NORTHEAST CAPROCK QUEEN UNIT AGREEMENT
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO
The undersigned (whether one or more) hereby acknowledge receipt
of a copy of the Unit Agreement for the Development and Operation of
the Northeast Caprock Queen Unit Area embracing lands situated in Lea
County, New Mexlco, which saild agreement 1s dated the lst day of
January, 1962, and acknowledge that they have read the same and are fa-
millar with the terms and conditions thereof. The undersigned also
belng the owners of the leasehold, royalty or other interest in the
lands or minerals embraced in sald unit area as indicated on the sched-
ule attached to sald Unlt Agreement as Exhibit "B", do hereby commit
all of thelr sald interest to the Northeast Caprock Queen Unit{ Agree-
ment and do hereby consent thereto and ratify all of the terms and
provisions thereof, exactly the same as 1f the undersigned had exe-
cuted the original of sald Unit Agreement or a counterpart thereof,
IN WITNESS WHEREOF, thls lnsfrument 1s executed by the under-

slgned as of the date set forth in thelr respective acknowledgements,

2277106/Q/ ¢/i?/1(%>¢é? /ﬂ;/iéfjék,na

°TATE OF New Mexico §

COUNTY OF 3 Quay

(

. The foregoing instrument was acknowledged before me this 23rd
day Of ' < January

R
. v
AR

- Notary 11
My Commission Expires: Quay County, New Mexico

My Commission Expires August 18, 1964

STATE OF §
COUNTY OF
The foregoing instrument was acknowledged before me this
day of r ] 19 s by
5)

on behalf of sald corporation,

Notary Public 1In and for
County, .

My Commlssion Expires:




CONSENT AND RATIFICATION
NORTHEAST CAPROCK QUEEN UNIT AGREEMENT
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO
The undersigned (whether one or more) hereby acknowledge recelpt

of a copy of the Unit Agreement for the Development and Operation of
the Northeast Caprock Queen Unit Area embracing lands situated in Lea
County, New Mexlco, which sald agreement 1is dated the 1lst day of
January, 1962, and acknowledge that they have read the same and are fa-
millar with the terms and conditions thereof. The undersigned also
belng the owners of the leasehold, royalty or other interest in the
lands or minerals embraced 1in said unit area as indicated on the sched-
ule attached to sald Unilt Agreement as Exhibit "B", do hereby commit
all of thelr salid interest to the Northeast Caprock Queen Unit Agree-
ment and do hereby consent thereto and ratify all of the terms and
provisions thereof, exactly the same as if the undersigned had exe-
cuted the orilginal of sald Unlt Agreement or a counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the under-

slgned as of the date set forth in thelr respective acknowledgements.

n

/

4. , . A/
L) lewes i JJ%A[/

STATE OF New Mexico §

COUNTY OF De Baca

‘ The foregolng instrument was acknowledged before me this 25
day~ of "Januarv » 1962 , by Lo{S Wewerka Bedford .

S L Ndm?VQmL?/ and Tor |
My Commission Explres:9/27/63 De acs Cpounty, _ New Mexico-

STATE OF §
COUNTY OF

The foregolng instrument was acknowledged bhefore me this

day of » 19 » by
of
on pehalf of sald corporatlon.

Notary Public 1in and for
County, .

My Commission Explres:




CONSENT AND RATIFICATION

NORTHEAST CAPROCK QUEEN UNIT AGREEMENT
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge receipt
of a copy of the Unit Agreement for the Development and Operation of
the Northeast Caprock Queen Unit Area embracing lands situated in Lea
County, New Mexico, which sald agreement is dated the lst day of
January, 1962, and acknowledge that they have read the same and are fa-
milliar with the terms and conditions thereof. The undersigned also
being the owners of the leasehold, royalty or other interest in the
lands or minerals embraced in sald unit area as indicated on the sched-
ule attached to sald Unit Agreement as Exhibit "B", do hereby commit
all of thelr sald interest to the Northeast Caprock Queen Unit Agree-
ment and do hereby consent thereto and ratify all of the terms and
.provisions thereof, exactly the same as 1f the undersigned had exe-
cuted the original of sald Unit Agreement or a counterpart thereof,

IN WITNESS WHEREOF, this instrument 1ls executed by the under-

signed as of the date set forth in their respective acknowledgements,

STATE OF '6{26LZ£%0@¢1 §
COUNTY OF (/L¢4zé;ha

The for olng instrument was acknowle J re e this 27 'q-{
day of e/ y» 194 v, by .
4 /

L . ary pubillc 1In and for
;'My Commission Expires: a,cZaw County, AZ:ZW .

sl
STATE OF §
COUNTY OF
The foregoing instrument was acknowledged before me this
day of ,» 19 s DY
0

on behalf of sald corporation,

Notary Publlic In and for
County, .

My Commission Expires:




OONSENT AND RATIFICATION
NORTHEAST CAPROCK QUEEN UNIT AGREEMENT
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby aoknowledge receipt
of a copy of the Unlt Agreement for the Development and Operation of
the Northeast Caprock Queen Unit Area embracing lands situated in Lea
County, New Mexlco, which sald agreement is dated the 1lst day of
January, 1962, and acknowledge that they have read the same and are fa-
mlliar with the terms and conditions thereof, The undersigned also
belng the owners of the leasehold, royalty or other lnterest in the
lands or minerals embraced in sald unit area as indlcated on the sched-
ule attached to saild Unit Agreement as Exhibit "B", do hereby commit
all of thelr sald interest to the Northeast Caprock Queen Unit Agree-
ment and do hereby consent thereto and ratify all of the terms and
provisions thereof, exacgly the same ags i1f the undersigned had exe-
cuted the origlnal of sald Unit Agreement or a counterpart thereof,.

IN WITNESS WHEREOF, this instrument 1s'executed by the under-

signed as of the date set forth iln thelr respective acknowledgements.

‘\AJ LﬂerQ\xQ \U\);L)Jg};kﬂ&ggkz:

STATE OF /)/ua Megieo
COUNTY OF e@,,a,,-

The feyegoing instrument was acknowledged before me this 23
day of Gassspgns , 194y, by '

o e S/,
PR Notary phblic Ah end fo7 (e
My Commission Explres: County, _{E‘g Hesucoe

"‘."

STATE OF

COUNTY OF
The foregoing instrument was acknowledged before me this
day of » 19, by
of

on behalf of sald corporation.

Notary Publlic In and for
County, .

My Commission Expires:




CONSENT AND RATIFICATION

NORTHEAST CAPROCK QUEEN UNIT AGREEMENT
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge receipt
of a copy of the Unit Agreement for the Development and Operation of
the Northeast Caprock Queen Unit Area embracing lands situated in Lea
County, New Mexlco, which sald agreement is dated the lst day of
January, 1962, and acknowledge that they have read the same and are fa-
miliar with the terms and conditions thereof. The undersigned also
being the owners of thé leasehold, royalty or other interest in the
lands or minerals embraced in said unit area as indicated on the sched-
ule attached to sald Unit Agreement as Exhibit "B", do hereby commit
all of thelr said interest to the Northeast Caprock Queen Unit Agree-
ment and do hereby consent thereto and ratify all of the terms and
provislions thereof, exactly the same as 1f the undersigned had exe-
cuted the original of sald Unlt Agreement or a counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the under-

signed as of the date set forth in thelr respective acknowledgements.

A}f\“ e 4;1 ,)j "N S // ,»_';gd(ﬂ« [//{/ T/C/ZZ /j{{jv&;)

STATE OF TEXAS

COUNTY OF MAVARRO

‘Théjforegoing instrument was acknowledged V'~fore me thls 23rd
day.of ___ -January » 19 62 , bY Connie Mae Weverks Daviss .

My Commission Expires:
. - l‘)‘-

~

- B
Jone 1, 1963
STATE OF
COUNTY OF
The foregoing instrument was acknowledged before me this
day of A?_, 19 s by
)

on behalf of sald corporatlon.

Notary Publlc In and for
County, .

My Commission Expires:




CONSENT AND RATIFICATION

NORTHEAST CAPROCK QUEEN UNIT AGREEMENT
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge receipt
of a copy of the Unlt Agreement for the Development and Operation of
the Northeast Caprock Queen Unit Area embraclng lands situated in Lea
County, New Mexlco, which sald agreement ls dated the 1st day of
January, 1962, and acknowledge that they have read the same and are fa-
miliar with the terms and conditions thereof. The undersigned also
being the owners of the leasehold, royalty or other interest in the
lands or minerals embraced in sald unit area as indlcated on the sched-
ule attached to said Unit Agreement as Exhibit "B", do hereby commit
all of their sald interest to the Northeast Caprock Queen Unit Agree-
ment and do hereby consent thereto and ratlfy all of the terms and
provlisions thereof, exactly the same as 1f the undersigned had exe-
cuted the original of sald Unit Agreement or a counterpart thereof.

IN WITNESS WHEREQOF, this instrument is executed by the under-

signed as of the date set forth 1n thelr respective acknowledgements,.

LD WA

STATE OF New Yexico §
COUNTY OF _ chaves
e
. The foregoing Ilnstrument was acknowledged before me this éjéi —
‘d?'y ,lolf.‘ January » 19, & g .
. /:‘.4:‘,- ' . l'/
My Commission Expires: Chaves County, _ y /o e

e /}2‘gé¥§,47 //EZé’ZL/
4 g T T

STATE OF

COUNTY OF
The foregolng instrument was acknowledged before me this
day of » 19, by
- of

on behalf of sald corporatlon.

Notary Public In and for
County, .

My Commission Explres:




CONSENT AND RATIFICATION
NORTHEAST CAPROCK QUEEN UNIT AGREEMENT
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO

The undersigned (whether one or more ) hereby acknowledge receipt
of a copy of the Unit Agreement for the Development and Operation of
the Northeast Caprock Queen Unit Area embracing lands situated in Lea
County, New Mexlico, which sald agreement is dated the 1st day of
January, 1962, and acknowledge that they have read the same and are fa-
miliar with the terms and conditions thereof. The undersigned also
being the owners of the leasehold, royalty or other interest in the
lands or minerals embraced in sald unit area as indicated on the sched-
ule attached to said Unit Agréement as Exhibit "B", do hereby commit
all of their sald interest to the Noftheast Caprock Queen Unit Agree-
ment and do hereby consent thereto and ratify all of the terms and
provisions thereof, exactly the same as 1f the undersigned had exe-
cuted fhe original of said Unit Agreement or a counterpart thereof,

IN WITNESS WHEREOF, this instrument 1s executed by the under-

slgned as of the date set forth in theilr respective acknowledgements.

g ¥
4
/4 -~ / -
,//?((/fz/'”T§7-Clé;;ii:;fzﬁfz;ézgéL~~
g A

STATE OF 71/)( a/«)
s el |

t/foregoing instrument wa cknowl:
’ 19 by

La
/ Pupliec in and
C;Eijgfy Countykf\gﬁf
pd

CHARLES E. MARRBIOTT

STATE OF §
COUNTY OF
The foregoing Instrument was acknowledged before me this
day of -~ 19 , by
0

on pvehalf of saild corporatlon.

Notary Public 1In and for
County, .

My Commission Explres:




CONSENT AND RATIFICATION

NORTHEAST CAPROCK QUEEN UNIT AQREEMENT
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge receipt
of a copy of the Unit Agreement for the Development and Operation of
the Northeast Caprock Queen Unit Area embracing lands situated in lLea
County, New Mexico, which sald agreement 1ls dated the lst day of
January, 1962, and acknowledge that they have read the same and are fa-
millar with the terms and conditions thereof. The undersigned also
belng the owners of the leasehold, royalty or other interest in the
lands or minerals embraced in sald unit area as indicated on the sched-
ule attached to sald Unlt Agreement as Exhibit "B", do hereby commit
all of thelr sald interest to the Northeast Caprock Queen Unit Agree-
ment and do hereby consent thereto and ratify all of the terms and
provisions thereof, exactly the same as 1f the undersigned had exe-
cuted the origlnal of sald Unlt Agreement or a counterpart thereof,

IN WITNESS WHEREOF, thls instrument 1s executed by the under-

slgned as of the date set forth In thelr respective acknowledgements,

Corg 7 ' .- /f/
A ’7/7;‘; ) RO /A DN RV R
7 P
STATE OF NEW MEXICO
COUNTY OF CHAVES
" The foregolng instrument was acknowledged before me thls 3rd
day of @ TFebruary , 19 62, by Mrs, Josie Hennessey .

K /) 7b@d¢ﬂhﬁh =

%?%ary Pypllic 1n and for
haves County, New Mexico .

Ey Commisslon Explres:

September 17, 1962

STATE OF
COUNTY OF
The foregolng instrument was acknowledged before me thils
day of - » 19 s DY
5 —_—

on behalf of sald corporatilon.

Notary Publlc In and for
County, .

My Commisslon Expilres:




CONSENT AND RATIFICATION
NORTHEAST CAPROCK QUEEN UNIT AGREEMENT
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO
The undersigned (whether one or more) hereby acknowledge receipt

of a copy of the Unilt Agreement for the Development and Operation of
the Northeast Caprock Queen Unit Area embracing lands situated in Lea
County, New Mexlco, which sald agreement 1s dated the 1st day of
January, 1962, and acknowledge that they have read the same and are fa-
miliar with the terms and condltions thereof. The undersigned also
being the owners of the leasehold, royalty or other interest in the
lands or minerals embraced 1n sald unit area as indicated on the sched-
ule attached to sald Unlt Agreement as Exhibit "B", do hereby commit
all of thelr said interest to the Northeast Caprock Queen Unit Agree-
ment and do hereby consent thereto and ratlify all of the terms and
provisions thereof, exactly the same as 1f the undersigned had exe-
cuted the origlnal of said Unit Agreement or a counterpart thereof,

IN WITNESS WHEREOF, this instrument is executed by the under-

slgned as of the date set forth In their respective acknowledgements,

STATE OF \lcfgpL §
COUNTY OF /%Ltng

The foregoing instrument was acknowledged before me this JQ
day ofcékgﬂig,Am , 19¢) , by E.pe R .

. / 42555r$<’77¢4ﬁ3a¢412L4~
L Notary Public In and for
My Commission Expires: o County, ;2 Cilan .
e 1 09¢ 2

STATE O ﬁ
COUNTY OF \"oZen. [\\\\
The ;B egoin@ inst ent was\ackno e this ,& (-

day of : / s 19 s by .

1 o\
on behalf of said\porporation. \\\\J - \\J' \\\

Notary Publlc In and for
County, .

My Commisslon Explres:
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CERTIFICATE OF APPROVAL
BY COMMISSIONER OF PUBLIC LANDS, STATE OF NEW MEXICO

There having been presented to the undersigned Commissioner of
Public Lands of the State of New Mexico for examination, the attached
Agreement for the development and operation of acreage which is
described within the attached Agreement, dated _Jaswssy L, 1963 .
which has been executed or is to be executed by parties owning and
holding oil and gas leases and royalty interests in and under the
property described, and upon examination of said Agreement, the Com-
missioner finds:

(a) That such agreement will tend to promote the
conservation of o0il and gas and the better
utilization of reservoir energy in said area.

(b) That under the proposed agreement the State
of New Mexico will receive 1ts fair share of
the recoverable oil or gas in place under its
lands In the area.

(c) That each beneficiary Institution of the State
of New Mexico will receive its fair and equi-
table share of the recoverable o0il and gas
under its lands within the area.

(d) That such agreement is in other respects for
the best interests of the state, with respect
to state lands. '

NOW, THEREFORE, by virtue of the authority conferred upon me
under Sections 7-11-39, 7-11-40, 7-11=41, 7-11-47, 7-11-48, New Mexico
Statutes Annotated 1953 Compilation, I, the undersigned, Commissioner
of Public Lands of the State of New Mexico, for the purpose of more
properly conserving the oil and gas resources of the State, do hereby
consent to and approve the said Agreement, and any leases embracing
lands of the State of New Mexico within the area shall be and the
same are hereby amended to conform with the terms thereof, and shall
remain in full force and effect according to the terms and conditions
of sald Agreement. This approval is subject to all of the provisions
of the aforesaid statutes.

with seal affixed, this day of

IN WITNESS WHEREOF, this Certificate of Approval is executg&,
5 Reveh 19 ¥

ommissioner of Public Lan
of the State of New Mexico

ILLEGIBLE



BEFORE THE OIL CONSERVATION COMMISSION
OF TEE STATE OF NEW MEXICO

IN THE MATTER OF THE HBARING
CALLED BY THE OIL CONBERVATION
COMMISSION OF NEW MEXICO FOR
THE PURPOSE COF CONBIDERING:

CASRE No. 2421
OCrdor No. R~2133

APPLICATION OF TEXACO INC. PFOR
APPROVAL OF THE NORTHEASTY CARROCK
QUEEN UNIT ACGREEMENT AND FOR AN
ORDER AUTHORIZING A WATERFIQOD
PROJFCT IN THE CAPROCK (QUEEN)
POOL, LEA COUNTY, NuW MBXICO.

CREER OF THE COMMISSION

BY THX COMMISSION:

This cause came on for hearing at 9 o'clock a.m, on
Novembex 29, 1961, at Santa Fe, New Mexico, befors Daniel 8. Rutter,
Exaniner duly appointed by the 0il Congexvation Commission of New
HMexico, hereinafter referred to as the *"Commission, * in accordance
with Rule 1214 of the Coammission Rules and Regulations.

¥ow, on this_ L3/ day of December, 1961, the Commission,
a quorum being present, having considered the application, the
evidence adduced, and the recommandations of tha Bxaniner,
Daniel 8, utter, and being fully advised in the premisas,

FINDS:

(1} That Jdue public notice having been given as required by
law, the Commisszion has jurisdiction of this caugse and the subject
matter thereof.

(2) 7That the applicant, Texaco Inc, seeks approval of its
proposed NHortheast Caprock Queen Unit Agreoment with the unit area
comprising 1,360 acres, more or less, in Township 12 sSouth, Range
32 Bast, FEMPM, Lea County, New HMextico.

{3) That the applicant proposes to institute a wmit~wide
waterflood project in the Caprock (Queen) Pool on said Hortheast
Caprock (ueen Unit by the injection of water into ths Queocn forma-
tiocn through the following-described wslls:

Amerada State “RCA" Well No. 1, Unit p of section 16;

Amerada SHtate YICE" Well No. 1, Unit D of section 213

Groat Wesgtern EBElla N, Speed Well No., 3, Unit L of
section 153

Great Western Magnolla-Speed Well Ke. 1, Unit P of
Section 15

Mobil &tatz “D* Well Ro. l, Unit D of Section 233
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CASE Ho, 2421
Order Mo, R-2133

Shelly State '"8" Well No. 2, Unit § of Saction 23;
Sinclair Foderal Well Ho. 1, Unit D of Section 22;

Cunray & TSI State "B" Well Ho. 2, Unit J of Section 16p
Sunray & TSI State "3" Well Mo, 4, Unit I, of Section 163
Sunray & TSI 2tate "C® Well Mo. 1, Unit ¥ of scction 163
Sunray & TSI State “D" Well No. 3, Unit F of Section 21;
Superior W. C, Speed Well No. 2, Unit N of Ssction l4;
Taxaco State "BA” NCT-6 Wall Ho. 1, Unit B of Section 203
Texaco Stabte "BA" IRD-7 Well No. 1L, Unit H of Section 203
Texaco Douthitt Well Ho. 1, Unit L of Section 21:

Texaco sState "BAY NCT~-8 Wall Ho. 2, Unit B of Section 223
Texaco ftate "DAU IICT-3 Well No. 3, Unlt H of Soction 22
Trigg Federxal "S" Well No., 1, Unit B of Section 21; and
a well to be drillsd in Unit P of Eecotion 17

all in Township 12 South, Rangs 32 EBast, 3MpM, Iea County, Naw
Maxico,

(4) %hat approval of the proposed Kortheast Caprock Queen
Unit Agrecment will in principle tend to promote the conservetion
of oil and gas and the prevention of waste.

{S) That all of tha producing walls in the unit have reached
an advancad state of depletion and are properly classified as
"stripper” waells,

{6) That the proposed waterflood rrojoect should bo authore-

ized and the operation therscf should be governed Ly the provisions
of Rula 701 of the Commission Rules and Regulations.

It XI5 THEREFORE ORDERTD:

(1) That the Northeast Caprock Queeon Unit Agrecment is
hereby approved.

(2} That the plan under which the unit area shall be oper~
eted ghall be eambraced in the form of & unit agreement for tho
development and operation of the Northeast Caprock Cueen Unit
Area and such plan shall be known as the Hortheast Caprock Quaen
Unit Agreement Plan,

(2) That the MNorthezst Caprock Queen Unit Agreement Plan
is hereby approved in principle as a proper coaservation measurej
providad, uuwover, that notwithstanding any of the provisions
contained in said wnlt agrecmont, this appreoval shall not bo
congidered as walving or relincuishing, in any mannor, any right,
duty or c¢bligation which is now, or may hereaiter be, vested in
the Cil Conservation Commission of Now Mexico relatlve to the
supervizion and control of cporations for the exploration and
davalopment of any lands committed to the said Hortheast Caprock
gueen Unit, or relative to the production of oil and gas there-
£rom.
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(¢} (a) That the unit a2rea shall beo:

RES MENICO PRINCIPAL MBRAIDIAN

TOWNSHIP 12 S0UTH, RANGS 32 EAST
Section lé: 8/2 sW/4

Saction 15:  8/2 sB/4, MWN/4 S%W/4
Section 1%: 8/2

Saction 17: OB/4 818/4

Section 20: NB/4

Section 21 iW/4, w2 nn/d, mu/4 BW/4
Saction 22: /2 W2, 38/4 /4
Section 23: /4

comprising 1,360 acres, wmore oy loss.

(b} That the unit may bo anlarged or contracted as
provided in said Plan; provided, however, that administmtive
approval for expansion oy contraction of the ualt area must also
ba obtained from the Secratary-Uirector of the 211 Consearvation
Commission,

{3) That the unit operator shall file with ¢the Commission
an executed original or oxec ted cownterpart of thoe Horthoast
Caprock Cuesn Unit Acgresnment within 30 dave after the offective
date therecof., In the event of subsequeont jeoinder by any party
or cuzpangion of the wnit ares, the unit oporator shall £lleo with
the Commission within 308 days of such action counterparts of the
unit agreement reflocting the subscriptlion of thoge intoerosis
having jolnod or ratlflied.

(6) That the poriion of thisz orxrder »olnting to the
approval of the Iortheast Ceprock Quesn Unit hgroeoment shall
beoome affective upon the approval of oaid unit agresment by
the Commicscioner of Public Lands for the State of Few FHaxico
and the Dircctor of the United States Goological Survey and
shall terminate ipsoe facto upon the termination of said unit
agresment. Yhe lact wnlt operator sghall notify the Commission
lrvediately in writing of such termination.

herehy cuthiorized Lo institute
aprock {Quoon} ¥ool, laa

(7 7That > @l
& unlit-wide vaterflioc. t i
County, Mew Moxico, by i iniy vatgr inte the Quoon
formatiocn through the Lollowing-described wollo:

Lierada State 1, Unis ¥ of Section 1by
Anorads ! 1, Tnit D of section 21
Creat Vo Blin &, Speed Well Ho, 3, Unit L of
5 15
Creatr Vestern lngnolia-Spoed Well Mol 1, Unit ¥ of
Soction 195;
Bobil State “b" Weill Koe. 1, Unit D of Section 23y
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GRelly State 87 Well Fo. 2, Unit 7 of Zao

3¢

a

ot 4
winu?air sdornl Well Mo. 1, Unit O of Section 2
senyay & TII State VET Well Ho. 2, Unit J of Spo
avﬁr« 7y & TeX Etate THT Well Mo, 4, Unit U of Sac
Supray & THI State PO Well Xo. 1, Unit @ of Zoe
o

wy
EAY

ﬁ:»‘ili’lr»sj & TSE Gtate LY Well No. 3, Unie F of &Soso
< <

ueerior W, O, Jpeed Well Fo. 2, Unit ¥ of Socti
“m””“a State "IAY IM-5 Well No. i, Valit B of Seod
Pexaco State TEAY HIOT-T7 wWell Do, L, Unit B of Seot
Texans Louthitt ¥ell Mo, 1, Unit I of ssction 21
Taxaco State "DBAY HOY-8 VWell Mo, 3, Unit 8 of Sa
TENACT ILOLS YIAT NOT-8 Well Mo 3 Units B of &a
Trigy Yedexal vBY Wall Yo, l. Unit B of Section
2 well to bu drillad in Unit ¥ of Seabtion 17y
all in Teownzhip 12 Scuth, Range 32 Bost, IEDM, Loa Coun
Yexico,
{8} That the cperation of thoe unit~wide waterfli
ghall bo governed by Tha provisions of Smle 701 of the
Ruler snd Ruegulations.

{9) Tk
entry ©of sullh

at
Lo
S iy

-’
48
wriher ordarr as tho Jommlss

L0NE at Santa e, Mow Mexico, on the day and yoas
abova deasionotad,

RN SPCIIE O ok Ny S ¥
STARE O HNEW ¥
L M AT TRy Ry SO T L e o Y
Q}.L LLJ QE&A 2“-‘&» sz ‘w* s 'Qz v::lx J N

BOWIE L. HECEHEM, dhairman

Al Y o o e M orig -
B, 5., WALYZR, Noobor

* " TR e . e 5 &
Pe Tue POHDER, J2. » ommey &

@
=
»
g

esr/

iwaf»tian of ¢thiz cause i3 rutained Sor t
lon ooy doom DOCRuEnY.
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ction 223
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Reproduced By

West Texas Electrical Log Service

Dall

REFERENCE N

as 2, Texas

° A5716 -C

RADIOACTIVITY LOG

WELEX JET SERVICES, Inc.

|
|

LICENSED BY: WELL SURVEYS, INC. FILENO.. ___
Location of Well -
company SREERETXTMETY iues o | 850 @z o5 g
Oc & = 2
WELL DOUGHITT No. 1 LEE >
z
=<
FIELD CAPROCK QUEEN gz o & o
NEW “EF & E
COUNTY  LEA STATE MEXICO B 5 E
LOCATION 660" FNL & 660" FWL OF N/2 OF :*E o B
*
8/2 OF SEC. 21, T~l12-S, B=22-K, ;g E 5 s
N = o
tory 2 &=
LO% MEAS. FROM 1’ ABOVE ROTARY TABLE ELEV. ;3’“
DRLG. MEAS. FROM KELLY BUSHING ELEV. ! QE B
REg*
PERM. DATUM ELEV. g o
TYPE OF LOG QAMMA RAY NEUTRON
RUN NO. L «le
DATE 10/2/56 | 10/2/56
JOB NO. 209-1006 & 517-693
TOTAL DEPTH {DRILLER) 3033 033
EFFECTIVE DEPTH (DRILLER) 2033 1
TOTAL DEPTH (R A LOG) X035 03
TOP OF LOGGED INTERVAL 2,00 200
BOTTOM OF LOGGED INTERVAL X025 3033
TYSE OF FLUID IN HOLE OIL QIL
FLUID LEVEL
MAXIMUM RECORDED TEMPERATURE
NEUTRON SOURCE STRENGTH & TYPE 800 ¥
SOURCE SPACING—IN. 3.7
LENGTH OF MEASURING DEVICE—IN. kv 10
©.D. OF INSTRUMENT—IN. 25/8 25/8
TIME CONSTANT—SECONDS 5.0 +0
LOGGING SPEED FT..MIN. 2 = | 40O
. " . 0 2
" STATISTICAL VARIATION—IN. 0.35 O,k
" SENSITIVITY REFERENCE 275 215
RECORDED BY MONDEN & pEPUE | |
WITNESSED BY
CASING RECORD BORE HOLE
INTERVAL INTERVAL
FROM FROM 817 SIZE FROM FROM
EZE—/ S, WT.—LB. WELL RECORD R/A LOG H:SA WELL RECORD R/A LOG
5 0 1o To 12 i/ To To
Te To To To
L 1/2 0 1, 3029 To 71/8 To To
To To To To

REMARKS OR OTHER DATA
8' FROM ROTARY TABLE T0 GROUND LEVEL.

RD-3025'

§ TDA'-*3O35L Y , .7 .

-R.D-3033"
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SOX | GULF MAG. SDX | HANSON | TEXAS SDX SDX PHILLIPS | TEXAS TEXAS TEXAS | AMERADA
& ¥ -l ¢m 4
!“1
SDX TEXAS TRIGG
:m\\
! 17 e —— - |5 _STATE : STATE |4 “us
MAG. |SUPERIOR' ! SDX UNION GT. s__mmﬁ GT. WEST AMERADA GT. WEST
£ 3
3 o Swo
b [ < < <+
: il BT | et CHEATWOOD uUs
>zmn>c>_w ¢al SUPERIOR
1 I
Av.. LA o' o' ° ° s < o’ o o' omé. i
srare e |srare | wea | _fuealy seeco. wm.__N._GLENN
R.NIX |AMERADA | TEXAS SDX AMERADA TRIGG 2 SINCLAIR TEXAS MAG | SKELLY [AMERADA
o o o 0’ o' o' o? o? o' - o>
BN NEB " (R P S | SR 1o R -
| MACHRIS TEXAS SDX LSS AMERADA 'Avgoﬁcw_
< ] o o o? 4 o3 A “ o3 | o 0?2
¢ ,
. STATE us STATE EC/__STATE N
SDX >.__\,mm>c>m,® HONOLULU :1ma\\ ACO T 2l 22 —guLr UNION " SKELLY 7
0
¢ | |
— r
MAGNOLIA AMERADA AMERADA ¥
STRTE DOUTHITT us STATE STATE
TEXACO INC.
» . PORTION OF
3 : ‘
: , . & cAPrOCK QUEENS PoOOL %n
: ; 3 L \ ;
BEFORE EXAMINER NUTTER LEA co, WNEW MEXICO T qE
&) : S
QIL CONSERVATION COMMISSION b n SCALE 122000 %«v & /Ni»
L EXHIBIT NO._/ ? \
NO._Z 00 - . %,




AREA TO BE DESIGNATED TO NORTHEAST CAPROCK QUEEN UNIT
CAPROCK QUEEN POOL
LEA COUNTY, NEW MEXICO

Township 12 South, Range 32 East
New Mexico Principal Meridian

Section 14: 35/2 Sw/4

Section 15: S/2 SE/4, NW/4 Sw/4
Section 16: S/2

Section 17: SE/4 SE/4

Section 20: NE/4

Section 21: NW/4, N/2 NE/4, NW/4 SW/4
Section 22: N/2 N/2, SE/4 NE/UL
Section 23: NW/4

BEFORE EXAMINER NUTTER
CHSERVATIC N COMMISSICT
L EXHINIT NO. 2

CA} NO..2 2/




Structure Map
Contoured on Top of Queen

Contour Interval - 10!

Proposed N.E. Caprock Queen Unit
Lea County, New: Mexico
Scale: 1" = 2000!

BEFORE EXAMINER NUTTER
OIL CONSERVATION COMMISSION
EXHIBIT NO. _&
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> N
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Amerada
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WELLS TO BE CONVERTED TO INJECTION
'NORTHEAST CAPROCK QUEEN UNIT
CAFROCE QUEEN POOL
LEA GQVRE? NEW MEXICO

Operator Lease Well No.
Amerada State "NCA" 1 ‘é
Amerada State "NCB" 1
Great Western E., K. Speed 3
Great Western Magnolia-Speed 1
Mobil State "D" 1
Skelly Mexig¢o "3" 2
Sinclair Fedsral 1
Sunray & TSI State "B" 2
Sunray & TSI State "B" 4
Sunray & TSI State "C" 1
Sup®ryc& TSI State "D" 3
Superior W. C. 3peed 2
TEXACO State "BA" NCT-6 1
TEXACO ' State "BA" NCT-7 1
TEXACO State "BA" NCT-8 2
TEXACO : State "BA"™ NCT-8 3
TEXACO Douthity 1l
Prigg FederTal "3" 1



'BEFORE EXAMINER NUTTER
OIL CONSERVATION COMMISSION

EXHIBIT NO.
CASE No._ 242 ]

UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION
OF THE
NORTHEAST CAPROCK QUEEN UNIT AREA
COUNTY OF LEA

STATE OF NEW MEXICO

Table of Contents

Index
Preamble

Agreement Proper

Map of Unit Area

.......... Exhibit "A"
Schedule of Ownership
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Certification - Determlination

Certificate of Approval



SECTION

UNIT AGREEMENT
NORTHEAST CAPROCK QUEEN UNIT
LEA COUNTY, NEW MEXICO

INDEX

Enabling Act and Regulations

Unit Area and Definitions

Exhibits

Expansion

Contraction

Unitized Land and Unltized Substances
Unit Operator

Resignation or Removal of Unit Operator

Successor Unit Operator

Accounting Provisions and Unlt Operating

Agreement

Rights and Obligations of Unit Operator

Plan of Operations
Tract Participation

Tracts Qualified for Unit Participation

Allocatlion of Unitized Substances
Royalty Settlement

Rental Settlement

Conservation

Drainage

‘Leases and Contracts Conformed and

Extended
Mathematical Errors
Covenants Run With Land

- Effective Date and Term

Rate of Prospecting, Development and
Production

Falr Employment

Appearances

Notices

No Waiver of Certain Rights

Unavoidable Delay

Loss of Title

NonJjoinder and Subsequent Jolnder

Counterparts

Taxes

Confllict of Supervision

Limitation of Approvals

Border Agreements

No Partnership

0il In Lease Tankage on Effective Date

Personal Property Excepted

Exhibit "A" (Map of Unit Area)
Exhibit "B" (Schedule of Ownership)
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UNIT AGREEMENT :
FOR THE DEVELOPMENT AND OPERATION OF THE
NORTHEAST CAPROCK QUEEN UNIT
LEA COUNTY, NEW MEXICO

THIS AGREEMENT, entered into as of the day of

.1961, by and between the parties subscribing, ratifying or consenting

hereto, and herein referred to as "parties hereto",
WITNESSETH: That,

WHEREAS, the parties hereto are the owners of WOrking, royalty or
other oll or gas lInterests in the Unit =mubject to this Agreement; and

WHEREAS, the Commissioner of Public Lands of the State of New
Mexico is authorized by an Act of the Legislature (Sec. 3, Chap. 88,
Laws 1943 as amended by Sec, 1 of Chap. 162, Laws of 1951, Chap. 7, Art.
11, Sec. 39, N.M.S. 1953 anno) to consent to or approve this Agreement
on behalf of the State of New Mexilco, insofar as it covers and includes
lands'and mineral iInterests of the State of New Mexico; and

WHEREAS, the Commissioner of-Public-Lands of the State of New
Mexico is authorized by an Act of the Legislature (Sec. 3, Chap. 88,
Laws of 1943, as amended by Sec. 1, Chap. 162, Laws of 1951, Chap. 7,
Art. 11, Sec. 41, N.M.S. 1953 anna) to amend with the approval of the
lessee, any oll and gas lease embracling State lands so that the length
of the term of said lease may coincide with the term os such unitized
development and operation of State lands; and |

WHEREAS, the 011 Conservation Commission of the State of New Mexico
is authorized by law (Chap. 72, Laws of 1935, as amended by Chap. 193,
Laws .of 1937, Chap. 166, Laws of 1941, and Chap. 168, Laws of 1949) to
approve thls Agreement, and the eonservation provisioﬁs hereof; and

WHEREAS, the Mineral Leasing Act of February 25, 1920, (A1 Stat.
437, as amended, 30 U.S.C. Sections 181 et seq.) authorizes Federal
lessees and thelr representatives ﬁo unite with each other or Jointly
or separately with others in collectlvely adopting and operating a ce-

operatlve or unit plan of development or operation of any oll or gas
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pool, fleld or like area or any part thereof for the purpose of more
Properly conserving the natural resources thereof whenever determined
and certified by the Secretary of the Interlor to be necessary or advis-
able in the public interest; and

WHEREAS, the parties hereto hold sufficient interests in the
Northeast Caprock Queen Unit covering the land hereinafter described

to give reasonably effective control of operatlion therein; and

WHEREAS, 1t 1s the purpose of the parties hereto, to enable insti-
tution and consummation of secondary recover& operations, conserve nat-
ural resources, prevent waste and secure the other benefits obtainable
through development and operation of the area subject to this Agreement
under the terms, condltions and limitations heréin gset forth,

NOW,THEREFOﬁE, in consideratibn of the premises ahd the promises
herein contained, the parties hereto commit to this Agreement their
entire respeétive Interests in the below defined Unlt Area, and agree
severally among themselves as follows:

SECTION 1. ENABLING ACT AND REGULATIONS: The Mineral Leasing

Act of February 25, 1920, as amended, supra, and all valld, pertinent
regulations, including operating and unit plan regulations, heretofore
issued thereunder and valid, pertinent and reasonable regulations here-
after lssued thereunder are accepted and made a part of this Agreement
as to Federal lands, provided such rggulations are not inconsistent
with the terms of this Agreement; and as to non-Federal lands, the oil
and gas operating regulatlions in effect as of the effective date hereof
governing drilling and producing operations, not inconsistent with the
terms hereof or the laws of the Staﬁe in which the non-Federal land 1s
located, are hereby accepted and made a part of thls Agreement. .

SECTION 2. UNIT AREA AND DEFINITIONS: For the purpose of this

Agreement, the following terms and expressions as used herein shall
mean;

ga) "Unit Area" is defined as those lands specified on
Exhibit "A" hereof, and such land 1s hereby deslgnated and recognized as

constituting the Unit Area; the lands described in said Exhibit "A" are
described as follows, to-wit:
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Township 12 South, Range 32 East, New Mexico Principal Meridian

Section 14: S/2 Sw/4

Section 15; s/z SE/4, NW/4 Sw/4
Section 16:

Section 17: ss/h SE/4

Section 20:

Section 21: u N/2 NE/4, NW/4 Sw/4
Section 22 2 N/é SE/4 NE/h
Sectlion 23:

containing 1,360.00 acres, more or less, in Lea County, New
Mexlico.

(b) "Commissioner" is defined as the Commissioner of Public
Lands of the State of New Mexico.

(¢) "Commission" is defined as the 01l Conservation Commis-
sion of the State of New Mexico.

(d) "Director" is defined as the Director of the United
States Geological Survey.

(e) "Secretary" is defined as the Secretary of the Interior
of the United States of Amerlca.

(f) '"Department" is defined as the Department of the Interior
of the United States of Amerilca.

"Supervisor" is defined as the 01l and Gas Supervisor
of the United States Geologlcal Survey.

(h) "Queen Formation" 1s defined and shall mean that hereto-
fore established underground reservolr, the top of which 1s found at
2,986 feet, and the base of which is found at 3,323 feet, on the Gamma
Ray log of TEXACO Inc.'s State of New Mexico "BAT (ner- 85 Lease, Well No. 1
located in the NE/4 NE/4 of Section 22, T-12-S, R-32-E, lnsofar as the
same lies within the Unit Area,

(1) "Unitized Formation" is defined as the portion of the
Queen Formation effectively committed to this Agreement.

(3) "Unitized Substances" 1s defined as and shall mean all
oil, gas, gaseous substances, sulphur contalned in gas, condensate,
distillate and all assoclated and constituent liquids or liquefiable
hydrocarbons within or produced from the Unitized Formation.

(k) "Working Interest" is defined as the right to search for,
produce and acquire Unitized Substances whether held as an incident of
ownership of mineral fee simple title, under an oil and gas lease, or
otherwise held.

(1) "Working Interest Owner" 1s defined as and shall mean

any party hereto owning a Working Interest, including a carried working
interest owner, holding an interest in Unitized Substances by virtue of
a lease, operating agreement, fee title or otherwlse, which interest 1is
chargeable with and obligated to pay or bear, either in cash or out of
production, or otherwise, all or a portlon of the cost of drilling, de-
veloping and producing the Unitized Substance from the Unltized Formatlon
and operating thereof hereunder.

(m) "Royalty Interest" or "Royalty" 1s defined as an inter-
est other than a Working Interest in or rlght to recelve a portion of
the Unitized Substances or the proceeds thereof and includes the royalty
interest reserved by the lessor by an oil and gas lease and any overrlid-
ing royalty interest, oil payment interest, net proflt contracts, or any
other payment or burden which does not carry with 1t the right to search
for and produce Unltized Substances,
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(n) "Royalty Owner" is defined as and shall mean the owner
of a Royalty Interest.

(o) "Unit Operating Agreement" is defined as and shall mean
any agreement or agreements (whether one or more) entered into (sepa-
rately or collectively) by and between the Unit Operator and the Working
Interest Owners as provided in Sectlon 10, infra, and shall be styled
"Unit Operating Agreement, Northeast Caprock Queen Unit, Lea County,

New Mexico.

(p) "Paying Quantities" 1s defined as production of Unitized
Substances in quantities sufflcient to pay for the cost of producing
same from wells on the unitized land.

(q) "Phase I" 1s defined as that period of time until the
total amount of Unlt Area Remaining Primary Reserves 1s produced. For
all purposes of this Agreement the date of termination of Phase I shall
be the last day of the month in which such amount of oil 1s produced.

(r) "Phase II" is defined as the remainder of the term of
this Agreement after the termination of Phase I.

(8) "Tract or Unit Area Remaining Primary Reserves" is defined
as the number of barrels of 0il heretofore approved by the Working
Interest Owners or the estimated remaining primary oil reserves as of
January 1, 1961, from such Tract or the Unit Area,

(t) "Tract or Unit Area Ultimate Primary Recovery" is defined
as total cumulative amount of oll produced from such Tract or the Unit
Area to January 1, 1961, as reported to the State 0il Conservation
Commission, plus the Tract or the Unit Area Remalning Primary Reserves,
as applicable.

SECTION 3. EXHIBITS: Exhibit "A" attached hereto is a map show-
ing, to the extent known to the Unit Operator, the Unit Area and the
boundaries and identity of tracts and leases in sald Unit Area. Exhibit
"B" attached hereto is a schedule showing, to the extent known to the
Unit Operator, the acreage comprising each tract, percentage ownership
of each Working Interest Owner in each tract, and the percentage of parti-
cipation each tract has in the Unit Area. However, nothing herein or
in said schedule or map shall be construed as a representation by any

party hereto as to the ownership of any interest other than such inter-

est or interests as are shown in said map or schedule as owned by such
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party. Exhibits "A" and "B" shall be revised by the Unit Operator when-
ever changes render such revision necessary, and at least two copies'of
such revision shall be filed with the Commissioner, and not less than
six copies thereof shall be filed with the Supervisor,

SECTION 4, EXPANSION: The above described Unit Area may when
practicable be expanded to include therein any addlitional tract or
tracts regarded as reasonably necessary or advisable for the purposes
of this Agreement to conform with the purposes of this Agreement, Such
expansion shall be-éffeoted in the followling manner:.

(a) The Working Interest Owner or owners of a tract or
tracts desiring to bring such tract or tracts into this Unit, shall file
an application therefor with Unit Operator requesting such admission.

(b) Unit Operator shall circulate a notice to each Working
Interest Owner of the proposed expansion, setting out the basis for ad-
mission, the unit participation to be assigned to such tract or tracts,
and other pertinent data. After negotlation (at Working Interest Owners'
meeting or otherwise) 1f 90 percent of the Working Interest Owners (on
the basls of unit participation during Phase II) have agreed to such
tract or tracts being brought into the Unit, then Unlt Operator shall:

(1) Prepare a notice of proposed expansion describing
the contemplated changes in the boundaries of the Unit Area, the reason
therefor, the basls for admisslion of the additlonal tract or tracts, the
unit participation to he assigned thereto and the proposed effective
date thereof, preferably the first day of a month subsequent to the date
of notice; and

(2) Deliver copies of sald notlce to the Commissioner,
the Director, each Working Interest Owner (mailing copy of such notice
to the last known address of each such Working Interest Owner) and to
the lessee and lessor whose interests are proposed to be committed, ad-
vising such parties that thirty (30) days will be allowa2d for submission
to the Unlt Operator of any obJection to such proposed expansion; and

:  (3) File, upon the expiration of sald thirty (30) day
period as sét out in (2) immediately above and provided that objections
of not more than 10 percent of the Working Interest Owners have been
filed thereto, with the Commissioner, Director and the Commission the
following: a) Comprehensive statement as to malling such notice of ex-
pansion: b) An appllcation for such expansion; and ¢) An instrument
containing the approprilate joinders in compliance with the participation
requirements of Section 14, infra.

The expanslon shall,:after due consideration of all pertinent infor-
mation and upon approval by the Commissioner, the Director and the Com-v
mission, become effective as of the date prescribed In the notlce there-
of or on such other date as set by the Commissidner; the Director and

the Commlsslon in the order or instrument approving such expanslon,
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SECTION 5, CONTRACTION: When practicable, the Unit Area shall be

contracted to exclude land not effectively committed to this Unit Agreement
whenever such vontractlion ls necessary or advisable to conform with the

purposes of this Agreement. Such contraction should be effected in the

following manner:

(a) Unit Operator, with concurrence of at least 80 percent
of the Working Interest Owners, on the basis of unit participation
during Phase IX, or on demand of the Director, or on demand of the
Commissloner, alfter preliminary concurrence by the Director, shall
prepare a notlce of contraction describlng the contemplated changes in
the boundaries of the Unlt Area, the reasons therefor, and the proposed
effective date thereof, preferably the flrst day of a month subsequent
to the date of notice.

(b) Said notice shall be delivered to the Supervisor, Com-
mission, and to the Commissioner, and coples thereof malled to the last
known address of each Working Interest Owner, lessee, and Royalty Owner
whose Interests are affected, advising that 30 days will be allowed for
submission to the Unit Operator of any objections,

(cz Upon expiration of the 30-day period provided in the pre-
ceding item (b) hereof, Unit Operator shall file with the Supervisor,
Commission, and the Commissioner, a comprehensive statement as to mall=-
ing of the notice of contraction and a copy of any objections thereto
which have been filed wlth the Unit Operator, together with an appli.a-
tion in sufficlent number, for approval of such contraction.

| (d) After due consideration of all pertinent information, tne
contractlion, upon approval by the Commlssioner, Commission, and the
Director, shall become effectlve as of the date prescribed in the notlce
thereof. ‘

SECTION 6. UNITIZED LAND AND UNITIZED SUBSTANCES: All Unltlzed

Substances in all of the hereinabove described and subsequently admitted
land effectively committed to this Agreement, insofar only as the same
may be found in the Unitized Formation, together with the surface rights
of ingress and egress, are unitized under the terms of this Agreement
and sald land shall constitute land referred to herein as "Unitized
Land" or "Land Subject to this Agreement”

Nothing herein shall be construed to unitlze, pool, or in any way
affect the oll, gas and other minerals contained in or that may be pro-
duced from any formatlion other than the Unitlzed Formatlon,

SECTION 7, UNIT OPERATOR: TEXACO Inc., a Delaware corporation,

is hereby designated as Unit Operator, and by signing this instrument
as Unit Operator 1t agrees and consents to accept the dutles and obliga-~
ticns of Unit Operator for the operatlon, development and productlon of

Unitized Substances as herein provided, Whenever reference 1s made

-6



herein to the Unit Operator, such reference means the Unit Operator
acting in that capaclty and not as an owner of lnterests in Unitized
Substances, and the term "Working Interest Owner" when used herein shall
include or refer to Unit Operator as the owner of a Working Interest
when such an Interest 1s owned by it.

SECTION 8. RESIGNATION OR REMOVAL OF UNIT OPERATOR: Unit Opera-

tor shall have the right to resign at any time, but such resignation
shall not become effective so as to release Unit Operator from the

duties and obligations of Unit Operator and terminate Unit Operator's
rights as such for a period of six (6) months after written notice of
intention to resign has been given by Unit Operator to all Working Inter-
est Owners, the Commissioner and the Director, unless a new Unit Opera-
tor shall have taken over and assumed the duties and obligations of Unit
Operator prior to the expiration of said period.

The resignation of Unit Operator shall not release Unit Operator
from any liability for any default by it hereunder occurring prior to
the effectlive date of its resignatlon.

The Unit Operator may, upon default or failure in the performance
of 1ts duties or obligations hereunder, be subject to removal by 75
percent of the committed Working Interest Owners (on the basis of Unit
particlpation during Phase II) exclusive of the Working Interest Owner
who 1s the Unlit Operator. Such removal shall be effective upon notice
thereof to the Commissloner and the Director.

In all instances of resignation or removal, until a successor Unit
Operator is selected and approved as hereinafter prcvided, the Working
Interest Owners shall be jointly responsible for performance of the
duties of Unit Operator.

The reslgnation or removal of Unit Operator under this Agreement
shall not terminate its right, title or interest as the owner of a

Working Interest or other interest in Unitized Substances, but upon the



resignation or removal of Unlit Operator becoming effective, such Unit
Operator shall deliver possession of all equipment, books, and records,
materials, appurtenances and any other assets, used in conducting the
Unit operations and owned by the Working Interest Owners (including any
and all data and information which 1t might have gained or assembled by
reason of its operation of the Unit Area) to the new duly qualified suec-
cessor Unlt Operator or to the owners thereof 1if no such new Unit Operator
is elected, to be used for the purpose of conducting Unlt operations
hereunder. Nothing herein shall be construed as authorizing removal of
any material, equipment and appurtenances needed for the preservation
of any wells.

SECTION 9. SUCCESSOR UNIT OPERATOR: Whenever the Unilt Operator

shall tender its resignation as Unlt Operator or shall be removed as
hereinabove provided, the Working Interest Owners shall by affirmative
vote of at least 65 percent of thelr voting interest, based upon the
percentages of participation during Phase II as shown on Exhibit "B",
select a successor Unit Operator, provided, however, that should any
Working Interest Owner own a voting interest of more than 35 percent,
the vote of said party shall not serve to disapprove the selectlon of a
new Unit Operator approved by 80 percent or more of the voting interests
of the remalning Workling Interest Owners, and provided further that the
Unit Operator shall not vote to succeed himself. Such selection shall
not become effective until (a) a Unit Operator so selected shall accept
in writing the duties and responsibilities of Unit Operator, and (b)
the selection shall have been approved by the Commissioner and the
Director. If no successor Unit Operator is selected and qualified as
herein provided, the Commissioner and the Director, at their election,
may declare thils Agreement terminated,

SECTION 10, ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT:

Costs and expenses incurred by Unit Operator in conducting Unlit opera-
tions hereunder shall be paid, apportloned among and borne by the Work-

ing Interest Owners in accordance with the Unit Operating Agreement.
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Such Unit Operating Agreement shall also provide the manner. in which the
Working Interest Owners shall be entltled to recelve their respective
proportionate and allocated ghare of the benefits accruing hereto in
conformity with their underlying operating agreements, leases or other
independent contracts and such other rights and obligations a8 between
Unit Operator and the Working Interest Owners as may be agreed upon by
the Unit Operator and the Working Interest Owners; however, no such Unit
Operating Agreement shall be deemed elther to modify any of the terms
and conditions of thls Unlt Agreement or to relleve the Unit Operator
of any right or obligation establlished under this Agreement, and in case
of any inconsistency or confliet between this Agreement and the Unit
Operating Agreement, thls Agreement shall prevail. Two true coples of
any Unilt Cperating Agreement executed pursuant to thils Sectlon shall be
filed with the Commilissioner and three true coples thereof shall be flled
with the Supervisor, prilor to approval of thls Agreement.

SECTION 1l1. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR: Except as

otherwise specifically provided herein, the exclusive right, privilege
and duty of exercising any and all rights of the partlies hereto which
are necessary or convenlent for prospecting for, producing, storing,
allocating and dlstributing the Unitized Substances are hereby delegated'
to and shall be exercised by the Unit Operator as herein provided.
Acceptable evidence of title to sald rights shall be deposited with sald
Unit Operator, and together with this Agreement, shall constitute and
define the rights, privileges and obligations of Unit Operator., Nothing
herein, however, shall be construed to transfer title to any land or to
any lease or operating agreement, 1t belng understood that under this
Agreement tne Unit Operator, in l1ts capaclty as Unit Operator, shall
exercise the rights of possession and use vested in the parties hereto
only for the purposes hereiln sveclfled,

SECTION 12. PLAN OF OPERATIONS: It is recognized and agreed by

the partiles hereto that all of the land subject to this Agreement is
reasonably proved to be productive of Unitized Substances in paying quan-
titles and that the object and purpose of this Agreement is to formulate
.and to put Into effect a secondary recovery project in order to effect
additlonal recovery of Unitilzed Substances, prevent waste and conserve
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natural ,resources., The parties hereto agree that the Unit Operator
may, subject to the consent and approval of a plan of operation by the
Working Interest Owners, the Supervisor, the Commission, and the
Commissloner, inject into the Unitized Formati&n, through any well or
wells completed therein, brine, water, air, gas, oil, liquefied petroleum
gas, and any other substance or a combination of any of said substances,
whether produced from the Unit Area or not, and that the location of
input wells and the rates of injectilon therein and the fate of production
shall be governed by standards of good geologic and petroleum engineering
nractices and conservatlon methods.'lAfter commencement of secondary
operations, Unit Operator shall fﬁrnish‘the»Commission, the Commissioner,
and the Supervisor monthly, injection and production reports for each
well In the Unit. The Working Interest Owners, the Supervisor, the
Commission, and the Commissloner, shall be furnished periodical reports
on the prdgress of the plan of operation and any revisions or changes
- thereto; provided however, that any major revisions of the plan of opera-
tion involving a basic deviation from the in;tial plan of operation shall
be subJect to the consent and approval of the Working Interest Owners,
the Supervisor, the Commission, and the Commissioner.
¢ne initial plan of operation shall be filed with the Supervisor, the
Commission, and the Commissioner concurrently with the filing of this Unit
Agreement for final approval. Said initial plan of operation and all
revisions thereof shall be as complete and adequate as the Supervisor;
the Commission, and the Commissioner may determine tQ be necessary for
timely operation consistent herewith. Reasonable diligence shall be exer-
clilsed in complying with the obligations of the approved plan of operatilon.
Notwithstanding anything to the contrary herein contained, the Unit
Operator shall commence sgecondary recovery operations on the Unit Area
within six (6) months after the effective date of this Agreement, or any
extension thereof approved by the Commission, the Commissioner and the
Director, or this Agreement shall terminate automatically, in which
latter event Unit Operator shall notify all interested parties. After
such operations are commenced, Unit Operator,shall carry on such opérations
as would a reasonably prudent operator under the same or similar circum-

stances.
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SECTION 13. TRACT PARTICIPATION: In Exhibit "B" attached hereto,

there are listed and numbered the various tracts within the Unit Area
and set forth opposlite each tract 1s a figure which represents the per:
centage'of partlclpation allocated to each tract in the Unit Area
during Phase I, and a figure which represents the percentage of parti-
clpation allocated to each tract in the Unit Area déuring Phase II, The
formulas used for the calculation of such percentages of participation

are as follows:

(a) Percentage = 100 Tract Remaining Primary Reserves
Participation from the Unitized Formation
of Each Tract ' Unit Area Remainling Primary Reserves.
During Phase I from the Unitized Formation
(v) Percentage = 100 Tract Ultimate Primary Recovery
" Participation from the Unltized Formatlon
of Each Trect Unlt Area Ultimate Primary Recovery
During Phase II from the Unltized Formation

The percentages of participation set forth opposite each tract in
Exhibit "B" were calculated on the basis of 100 percent tract commitment.
If the Unit Agreement 1s approved with less than 100 percent tract com-

" mitment, sald percentages of pérticipation shall be revised to fit the
commitment status as of the effective date hereof, and thereafter, as need-
ed pursuant to Section 15 (Allocation bf Unltized Substances).

SECTION 14, TRACTS QUALIFIED FOR UNIT PARTICIPATION: On and after

the effectlive date hereof the tracts within the Unit Area which shall be
entitled to participation (as provided in Section 13 hereof) in the pro-
duetion of Unltlzed Substances therefrom shall be those tracts within the
Unit Area and more particularly described in sald Exhibit "B" that are
qualified as follows: |

(a) Each and all of those tracts as to which Working Interest
Owners owning 100% of the Working Interest in saild tract and Royalty
Owners owning 100% of the Royalty Interest in sald tract have subscribed,
ratified or consented to this Agreement; and

§b) Each and all of those tracts as to which Working Interest
Owners owning not less than 95% of the Working Interest therein and
Royalty Owners owning not less than 75% of the Royalty Interest therein
have executed thils Agreement, and in which the Working Interest Owners
in saild tract who have executed this Agreement have agreed to indemnify
and hold harmless all other parties hereto, in a manner satisfactory to
854 of the Working Interest Owners qualified under (a), against any and
all claims and demands that may be made by the nonjoining Worklng Inter-
est Owners or Royalty Owners, or both, on account of the commitment and
joinder of such tract to the Unlt Agreement, and operation thereof under
such conditions on the basis herein provided, and as to which 85% of the
Working Interest Owners qualifled under (a), exclusive of the Working
Interest Owner submitting such tract, have approved the commitment of
such tract to this Unit Agreement. : :
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If, on the effective date of this Agreement, there is any tract
or tracts'which_have'qot been effectlvely committed to or made subject
to this Agreement by quallfying as above provided, then such tract or
tracte shall not be entitled to partlcipate hereunder. Unit Operator
shall, when submittiﬁg this Agreement for final approval by the Conmis-
sioner and the Director, flle therewlth a schedule of those tracts |
which have been commltted and made subject to this Agreement and are
entltled to partioipate'in the production from the Unit Area hereunder.

_ Said schedule shall set forth opposite each sugh committed tzact uhe
lease number and assignment number, the owner of reCOﬂd of the lease

and the percentages of oértlclpablon of such tract which shall be computed
according to the participation formula set out in Section 13 (Tract
Participation) above. This schedule of participation shall be a part

of Exhibit "B" and upon approval thereof by the Commissioner and the
Director shall become a part of this Agreement.and shall govern the
allocaﬁion of productlion of Unltized Substances until a new schedule

is filed and approved by the Commissioner and the Director,

SECTION 15. ALLOCATION OF UNITIZED SUBSTANCES: All Unitvized

Substances produced and saved (less, save and except any part of such
Unitized Substances used in conformity with good operating practices
on unitized land for drilling, operating, camp, and other production or
development purposes and for pressure maintenance or unavoldable loss)
shall be apportloned among and allocated to the committed tracts within
the Unit Area in accordance with the respective tract participetion then
effective hereunder during the respective perlods such Unitized Sub-
stances were produced, as set forth in the schedules of particlpation in
Exhibit "B", The amount of Unitized Substances so allocated to each
tract, and only that amount, (regardless of whether it be more or 1ese
than the amount of the actual production .7 Unitized Substances from the
well or wells, 1f any, on such tract) shall, for all intents, uses and
purposes, be deemed to have been produced from such tract.

The Unitized Substances allocated to each tract shall be distrib-

uted among, or accounted for to the parties executling, consenting to or
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ratifylng this Asreemenfientitled to share in the production from sﬁch
tract.in'the same manner, ln the same proportions, and upon the same
conditions, as they would have participated and shared in the production
from such tracts, or in the proceeds thereof, had this Agreement not
been entered into; and with the same legal force and effect,

No tract committed to thls Agreement and qualified for participe—v
tien_as above provided shall be subsequently excluded from participation
hereunder on account of depletion of Unitlzed Substances, and nothing
_herein contained shall be construed as requlring any retroactive adjust-
ment for production obtained :prior to the effectlive date of the Jolndesr
of any tract, _

If the Working Interest-and the Royalty Interest 1n any tract are
divided with respect to separate parcels or portions of such tract and
owned eeverally by different persons, the percentage participation
assigned to such tract shall, in the absence of a recordable Instrument
executed by all owners and furnished to Unit Operator fixing the divi-
sions of ownership, be divided among such parcels or portions in propor-
tion to the number of eurface acres in each,

The Unitized Substances allocated to each tract shall be delivered
In kind to the respective Working Interest Ovners and partles entitled
thereto\by virtue of the ownership;of oil and gas rights therein or by
purchase from such owners., Each wcrking Interest Owner and the parties
entitled ﬁhereto shall have the coﬁtinuing right to recelve such prcduc—'
tion in kind at a common point witpin the Unit Area ahd to sell or dis-
pose of the same as 1t sees filt, Each such party shall have the fight
~to construct, maintain and operatefall necessary facillities for that
purpose on unitized land, provided the same are so constructed, maln-
tained and operated as not to 1nterfere wlth operations carried on pur-
~suant hereto. Subject to Sectlon 16 hereof, any extra expenditure.in-
curfed by Unit Operator by reason of the delivery in kind of any portion.
of the Unitized Substances shall be borne by the party receiving the
same in kind, In the event any party hereto shall fall to teke or cther~
wise adequately dispose of 1ts proportionate share of the production
from the Unit Area currently as and when produced, then so long as such
conditions continue, Unit Operator, for the account and at the ‘expense

iot such party and in order to avold curtalling the operation of the Unit ‘
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Ares, may sell or otherwise dilspose of such production to itself or
others on a day~to~day basis at not less than the prevailing market
price in the area for like production, and the account of such party
shall be charged therewith as having received such production., The net
proceeds, if any, of the Unitlzed Substances so disposed of by Unit
Operator shall be paid to the party entitled thereto. _

Any party recelving in kind or separately disposing of all or ahy
part of the Unitized Substances allocated to any tract, or recelving the
proceeds therefrom if the same is sold or pﬁrchased by Unit Operator;
shall be responéible for the payment of all Royalty on the lease or
- leases and tracts contributed by 1t and recelved into the Unit, and each
such party shall hold each other party hereto harmless against all claims,
demands and causés'of action for such Royalty on the lease or leases and
tracts contributed by it and received into the unitized land.

If, after the effgctive date of this Agreement, there 1s any tract
- or tracts that are subsequently committed hereto, as provided In Sectilon
L4 (Expansion) hereof, or any tract or tracts withih the Unit Area not
committed hereto as of the effective date hereof but which are subse-
quently committed hereto under the provisions of Section 31 (Nonjoinder
and Subsequent Joinder), or if any tract 1is excluded from the Unit Area
as provided for in Section 30 (Loss of Title), the schedules of partici-
pation as shown in Exhibit "B, subject to Section 13 (Tract Participa-
tion) or Section 31 (Noaninder and Suhsequént Joinder), whichever 1is
approprlate, shall be revised by the Unit Operator and distributed to

the Working Interest Owners, the Commissioner, and the Director to show

the new percentages of participation of all the then effectively committed
tracts; and the revised schedules, upon approval by the Commissioner and
the Director, shall govern all the allocation of productlon from and
after the effective date thereof untll a new schedule is filed and
approved by the Commissioner and the Director,

SECTION 16, ROYALTY SETTLEMENT: The State of New Mexico and the

Unilted States of Amerilca and all Royalty Owners who, under an exlsting

contract, are entitled to take in kind a share of the substances pro-
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duced from any tract unitlzed hereunder, shall continue to be entiﬁled
to such right to take in kind theilr share of the Unitized Substances
allocated to such tract, and Unit Operator shall make deliveries of such
Royalty share taken in kind in conformity with the applicable contraects,
laws and regulatlons, Settlement for Royalty Interest not taken in kind
shall be made by Working Interest Owners responsible therefor under ex-
isting contracts, laws and regulations, on or before th:: last day of
each month for Unitlzed Substances produced during the preceding calen-
dar month; provided, however, that nothing herein contained shall oper-
ate to relieve the lessees of any land from their respective lease obli-
gations for the payment of any Royalty due under their leases? except
that such Royalty shall be computed in accordance with the terms of this
Unlt Agreement. |

If gas obtained from lands not subject to this Agreement is intro-
duced into the Unitlized Formation, for use in repressuring, stimulation
of production or increasing ultimate recovery in conformity with & plan
approved pursuént to Section 12 (Plan of Operations), a like amount of
gas, less appropriate deductions for loss from any cause, may be with-
drawn from the Unitized Formation, Royalty free as to dry gas buf not as
to the products extracted therefroﬁ; provided such withdrawal shali be
pursuant to such,cqnd1t10n§ and formulas as may be prescribed or approved
by the Supervisor and the Commissioner; and provided further that such
right of withdrawal shall terminate as of the effective date ol termina-
tion of the Unilit Agreement. If 11quefied.petrdieum gases obtained from
lands or formations not subject to this agreement be Injected into the
unitized land for the purpose of increasing ultimate recovery, which shall
| be in conformance with a plan first approved by the Supervisor and the
Commissioner, part or all of such liquefied petroleum gases may be with-
drawn royalty free _pursuant to such conditions and formulas as may be
preécribed or approved by the Supervisor and the Commiss&oner.

All Royalty due the State of New Mexico and the Unlited States of
America and the other Royalty Owners hereunder shall be computed and
pald on the basils of all Unitized Substances allocated to the respective
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tract or tracts committed hereto, in lieu of actual production from
such tract or tracts,

Each Royalty Owner (other than the State of New Mexlco and the
United States of America) that executes thié Agreement represents and
warrants that it 1s the owner of a Royalty Interest in a tract or tracts
within the Unlt Area as 1ts interest appears in Exhibit "B" attached
hereto, If any Royalty Interest in a tract or tracts should be lost by
title failure or otherwise in whole or in part, during the term of this
Agreement, then the Royalty Interest of the party representing himself
to be the owner thereof shall be rediced proportionately and the inter-
est of all parties shall be adjusted accordingly.

SECTION 17. RENTAL SETTLEMENT: Rentals or minimum royaltiles due »

on leases committed hereto shall be pald by Working Interest Owners re-
sponsible therefor under existing contracts, laws and regulations, pro-
vided that nothing herein contained shall operate To relieve the lessees
of any land from their respective lease obligations for the payment of
any rental or minimum royalfy in lieu thereof, due under their leases,
Rental for lands of the State of New Mexico subject to this Agreement
shall be pald at the rate specified in the respective leases from the
State of New Mexico, Rental or minimum royalty for lands of the United
States of America subJect to this Agreement shall be paid at the rate |
speclfied in the respective leases from the United States of America,
unless rental or minimum royalty is waived, suspended, or reduced by law
or by approval of the Secretary or his duly authorized represehtative.

SECTION 18, CONSERVATION: Operations hereunder and production of

Unitized Substances shall be conducted to provide for the most economical
and efficient recovery of said substances without waste, as defined by
or pursuant to Federal and State laws and regulations. |
"SECTION Z_ . DRAINAGE: The Unit Operator shall take appropriate
and adequate measures to prevent dralilnage of Unitized Substances from
unltized land by wells on land not subject to this Agreement,
SECTION 20, LEASES AND CONTRACTS CONFORMED AND EXTENDED: The

terms, conditions and provisions of all leases, subleases and other con-

tracts_relating to exploration, drilling, development or operation for
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oll or gas on lands committed to this Agreement are hereby expressly
modified and amended to the extent neceésary to make the same conform to
the provisions hereof, but otherwise to remain in full force and effect;
and the partlies hereto hereby consent that the Secretary and the COmmis;
sioner, respectively, shall and by their approval hereof, or by the
approval hereof by thelr duly authorized representatives, do hereby
establish, altef, change or revoke the drilling, producing, reatal, mini-
mum royalty anq'royalty requirements of Federal and State leases commit-
ted hereto and;the regulations 1n respect thereto to conform saild re-
quirements to %he provisions of this Agreement,

Without iimiting the generallty of the foregoing, all leases, sub-
leases and contracts are particularly modified in accordance with the

followlng:

(2) The development and operation of lands subject to this
Agreement under the terms hereof shall be deemed full performance of all
obligations for development and operation with respect to each and every
part or separately owned tract subject to this Agreement, regardless of
whether there 1s any development of any particular part of tract of the
Unlt Area, notwithstanding anything to the contrary in any lease, opera-
ting azreement or gther contract by and between the partles hereto, or
thelr respective predecessors in interest, or arny of them.

{(b) Drilling, producing or seeondary recovery operaticns
performed hereunder upon any tract of unitized lands shall be accepted
and deemed to be performed upon and for the beneflt of each and every
.tract of unitized land, and no lease shall be deemed to expire by reason
of failure to drlill or produce wells situated on land therein embraced.

(¢) Suspension of drilling or producing operations on all
unltized lands pursuwant to dlrectlon or consent of the Commissloner and
the Supervisor or thelir duly authorlzed representatives, shall be deemed
to constitute such suspension pursuant to such direction or consent as
to each and every tract of unitized lands.

(d) Each lease, sublease, or contract relating to the ex-
ploration, drilling, development or operation for oll and gas which by
its terms might expire prior to the termination of this Agreemeant, 1s
hereby extended heyond any such term so provlided therein, so that it
shall be continued in full force and effect for and during the term of
thils Agreement,

(e) Any Federal lease for a fixed term of twenty (20) years or
any renewal thereof or any part of such lease which 1s made subject to thils
Agreement shall continue in force beyond the term provided therein until
the termination hereof. Any other Federal lease committed hereto shall
econtinue in force beyond the term so provided therein or by law as to
the commltted land so long as such land remains committed hereto, or
in the event actuwal drilling operations are commenced on unitlzed land,
in accordance wlth the provisions of thils Agreement, prior to the end
of the primary term of such lease and are being dlligently prosecuted
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at that time, such lease shall be extended for two years and so long
thereafter as oll or gas is produced in paying quantitles in accordance
with the provisions of the Mineral Leasing Act Revision of 1960,

(£f) Any lease embracing lands of the State of New Mexico,
which is made subject to this Agreement, shall continue in force beyond
the term provided therein as to the lands committed hereto until the
termination hereof,.

(g) Any lease embracing lands of the State of New Mexico
having only a portion of its land committed hereto, shall be segregated
as to that portion committed and that not committed, and the terms of
such lease shall apply separately to such segregated portions commencing
as:of the effective date hereof, Provided, however, that notwlthstanding
any of the provisions of this Agreement to the contrary, such lease shall
continue in full force and effect beyond the term provided therein as
to all lands embraced in such lease if o0ll or gas 1s, or has heretofore
been, discovered in paying quantities on some part of the lands embraced
in such lease committed to this Agreement or, so long as a portion of the
Unitized Substances produced from the Unit Area is, under the terms of
this Agreement, allocated to the portion of the lands covered by such
lease commltted to this Agreement, or, at any time during the term here-
of, as to any lease that is then valid and subsisting and upon which
the lessee or the Unlt Operator 1s then engaged in bona fide drilling,
reworking, or secondary recovery operations on any part of the lands
embraced in such lease, then the same as to all lands embraced therein
shall remaln in full force and effect so long as such operations are
diligently prosecuted, and if they result in the production of oil or
gas, sald lease shall continue in full force and effect as to all of
the lands embraced therein, so long thereafter as oil or gas in paying
quantities is being produced from any portion of said lands.

(h) The segregation of any Federal lease commltted to this
Agreement is governed by the following provisions in the fourth paragraph
of Sec. 17 (b) of said Act of February 25, 1920, as amended by the Act of
July 29, 1954, (68 stat. 583, 585): "Any (Federal) lease hereafter com-
mitted to any such plan (unit) embracing lands that are in part within
and In part outslide of the area covered by any such plan shall be seg-
regated into separate leases as to the lands committed and the lands not
commltted as of the effective date of unitlzation; provided, however,
that any such lease as to the nonunitized portion shall continue in
force and effect for the term thereof but for not less than two years
from the date of such segregation and so long thereafter as oll or gas
is produced in paying quantities."

SECTION 21, MATHEMATICAL ERRORS: It 1s hereby agreed by all

parties to this Agreement that Unlt Operator is empowered to correct any
mathematical errors which might exist in the pertinent exhibits to this
Agreement upon approval of the Commissioner, the Director, and the
Working Interest Owners.

SECTION 22, COVENANTS RUN WITH LAND: The covenants herein shall

be construed to be covenants running with the land wlth respect to the
interest of the partles hereto and their successors in interest until

this Agreement terminates, and any grant, transfer or conveyance of
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4nterest in land or leases subject hereto sl -1 be and hereby is con-
ditioned upon the assumption of all brivileges and obligations hereunder
by the grantee, transferee or other successor in interest. No assign-
ment or transfer of any Working Interest subject hereto shall be binding
upon Unit Operator until the first day of the calendar month after Unit
Operator is furnished with the original, or acceptable photostatic or'
certified copy, of the recorded instrument of transfer; and no assign-
ment or transfer of any Royalty Interest subject hereto shall be binding
upon the Working Interest Owner responsible therefor until the first day
of the calendar month after said Working Interest Owner is furnished
with the original, or acceptable photostatic or certified COoPY s of the
recorded instrument of transfer.

SECTION 23. EFFECTIVE DATE AND TERM: This Agreement shall become

binding upon each party who executes or ratlfies it as of the date of
execution or ratification by such party and shall become effective as of

7:00 o'clock a.m, of the first day of the month next following:

(a) The execution or ratification of this Agreement and the
Unit Operating Agreement by Working Interest Owners owning a combined

unit participation during Phase I of at least 95 percent, and the execu-
tion or ratification of this Agreement by Royalty Owners owning a comblned
interest of at least 75 percent of the Royalty Interest, in said Unit

Area; and _ . -

. (b) The approval of ﬁhis Agreement by the Commissioner, the
Secretary or his duly authorized representative, and the Commission,

If (2) and (b) above are not accomplished on or before January 1, 1963,
this Agreement shall ipso facto terminate on said date (hereinafter called
"termination date"”) and thereafter be of no further force or effect,
unless prior thereto this Agreement has been executed or ratified by
Working Interest Owners owning a combined unit participation during
Phase I of at least ninety (90%) percent, and the Working Interest Owners
owning = combined unit participation during Phase I of at least ninety
(90%) percent committed to this Agreement have decided to extend said
termination date for a period not to exceed six (6) months (hereinafter
called "extended termination date"). If said termination date is so
extended and (a) and (b) are not accomplished on or before said extended
termination date, this Agreement shall ipso facto terminate on said extend-
ed termination date and thereafter be of no further force or effect., For
the purpose of this Section, ouwnership shall be computed on the basls of
unit participation as determined from Exhibit "C" attached to the Unit

Operating Agreement.

Unit¢ Operator shall, within thirty (30) days after the effective
date of this Agreement, file for record a certificate to the effect
that this Agreement has become effective according to its terms and
stating further the effective date and the location of the governmental
agency.offices where copies of this Agreement are filed.
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‘The term of this Agreement shall be for and during the time that
Unltlzed Substances are-pfoduced in paying Quantities from the Unlt Area
and as long thereafter az drilling, reworking or other operations (in-
cluding secondary recovery operations) are prosecuted thereon without
cessation of more than ninety (90) consecutilve days, unless sooner termi-
nated by Working Interest Owners in the manner herelnafter providéd.

This Agreement may be terminated with the approval of .the Commis-
sioner and the Director by Working Interest Owners owning ninety (90%)
percent unit participation during Phase II whenever such Working v
Interest Owners determine that Unit operations are no loﬁger profit-
able, feasible or in the interest of conservation. Notice pf any
such term;nation snall be given by Unit Operator to all parties hereto.

Upon termination of this Agreement, the further development and
operation of the Unit Area as a Unit shall be abandoned, Unit operations
shall cease, and thereafter the parties aereto shall be governed by the
terms and provisions of the leases and contracts affecting the separate
tracts, |

If not otherwise covered by the leases unitized under this Agree~
ment, Royalty Ouwners hereby grant Working Interest Owners a period of
six (6) months after termination of this Agreement in which to salvage,
sell, diétribute or otherwise dispose of the personal property and

facilities used in connection with Unit operations.

Section 24, RATE OF PROSPECTING, DEVELCPMENT -AND PRODUCTION: All

" .

production and the dlsposal thereof shall be in conformity with alloca-
tions and qﬁotas made or fixed by any duly authorized person or regula-

i

tory body under any Federal or State statute, The Director and the -

Commissioner are hereby vested wiin authority to alter or modify from
time to time, at thelr discretion, the rate of prospecting and deveiop-
ment and within the 1imits made or fixed by the Commission to alter or
modify th~= quantity and rate of production under this Agreement, such

authority being hereby limited to alteration or modification in the
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public interest, thé purpose thereof and the public interest to be served

thereby to be stated in the order of alteration or modification.

Powers in this Section vested in the Director and the Commissioner
shall only be exercised after notice to Unit Operator and opportunity

for hearing to be held not less than fifteen days from notice.

-~ — e . ———— — g -

SECTION 25, FAIR ENPLOYMENT: In connection with the performance

of.work under thils Agreement, the Unit Operator agrees not to discrimi-
nate against any employee or applicant for employment becaqse of race,
religion, color, or natilonal origin., The aforesaild provision shall in- =
clude, but not be limited to, the following: employment, upgrading, de-
motion or transfer; recruitment or recruitment advertisihg, layoff or
termination; rates of pay or other forms of compensation; and selectlon
for training, including apprenticeship. The Unit Operator agrees to
post hereafter in consplcuous places, available for employees and appli-
cants for employment, notices to be provided by the contracting officer
setting forth the provisions of this nondiscrimination clause.

The Unit Operator agrees to insert the foregoing provision in all.
subcontracts hereunder, excépt subcontracts for standard commercial
gupplies or raw materials.

SECTION 26. APPEARANCES: Unit Operator éhall have the right to

appear for or on behalf of any and all Interests affected heféby before
the Commlssloner, the Department, and the Commisslon, and to appeal from
any order issued under the rules and regulations of the Commissioner, the
Department, or the Commlsslion, or to apply for relief from any of saild
rules and regulations or in any proceedings relative to operations'before
the Commiséioner, the Department, dr the Commission, or any other legally
constituted authority; provided, however, that any other interested
party shall also have the right at his or its own expense to be heard in

any such proceedlng,
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SECTION 27. NOTICES: All notices, demands, objections or state-
ments requlred hereunder to be gilven or rendered to the parties hereto
shall be deemed fully given if made in writing and personally delivered
to the party or partles or sent by postpald certified mail, addressed_to
such party or parties at their respective addresses set forth in connec-
tion with the signatures hereto or to the ratification or consent here-
of or to such other address as any such party or parties may have fup-
nished in writing to the party sending the notice, demand or statement.

SECTION 28, NO WAIVER OF CERTAIN RIGHTS: Nothing in this Agree-

ment contalned shall be construed as a waiver by any party hereto of the
right to assert any legal or constlitutional right or defense as to the
valldity or invalidity of any law of the State wherein sald unitized
lands are located, or rules or regulations issued thereunder in any way
affecting such party, or as a waiver by any such party of any right be-

yond his or its authority to waive.

SECTION 29. UNAVOIDABLE DELAY: All obligations under this Agree-
ment requiriné the Unit Operator to commence or continue secondary re-
covexry operations or to operate on or produce Unitlzed Substances from -
any of the lands covered by this Agreement shall be suspended while, but
only so long as the Unit Operator desplte the exerclise of due care and
diligence, 1s prevented from complying with such obligatlons, in whole
or in part, by strikes, acts of God, Federdl, State or municipal law or
agency, unavoldable accident, uncontrollable delays in transportation,
inability to obtain necessary materlals in open market, or other matters
beyond the reasonable control of the Unit Operator whether simllar to
matters hereln enumerated or not.

SECTION 30. LOSS OF TITLE: In the event title to any tract of

unitized land shall fall so as to render the tract inoperable under this
Agreement and the true owner cannot be induced to Join this Unit Agree~
ment, such tract shall be automatically regarded as not committed hereto
and there shall be such readjustment of future costs and benefits as may
‘be required on account of the loss of such title. In the event of a dis-

pute as to title as to any Royalty, Working Interest or other interest



subjsct thereto, payment or delivery on account thereof may be withheld
without 1llabllity or interest until the dispute 1s finally settled; pro-
vided, that as to State or Federal land or 1easeé, no payments of funds
due the State of New Mexlco or the United Stétes of America shall be
withheid, but such funds shall be deposited as directed by the Commis-~
sioner or the Supervisor (as the case may be), to be held as unearned
money pending final settlement of the title dispute, and then applied as
earned or returned ln accordance with such final settlement.

Unit Operator as such 18 relleved from any responsibility‘for any
defect or fallure of any title hereunder.

SECTION 31. NONJOINDER AND SUBSEQUENT JOINDER: If the owner of

any substantial interest in a tract within the Unit Area fails or refuses
to subseribe, ratify, or consent in writing to this Agreement, the Work-
- ing Interest Owner in that tract who has executed or ratified}this Agree-
ment may withdraw said tract from this Agreement by written notice to the
Director, the Commissioner, and Unit Operator prior to the effective date
of this Agreeﬁent. Joinder by any Royalty Owner, at any time, must be
accompanled by appropriate Jjoinder of the corresponding Working Interest
Owner in order for the interest of such Royalty Owner to be regarded as
effectively commltted. Joinder to the Unit Agreement by a Working Inter-
est Owner, at any time, must be accompanled by appropriate Joinder to the
Unit Operating Agreement 1n order for such interest to be regarded as
effectively committed to this Unit Agreement.

Any oll or gas interest in the lands in the Unit Area not committed
hereto prior to submission of this Agreement to the Commissioner and the
Director for final approval may thereafter be committed hereto upon com-~
plilance with the applicable provislons of this Section and of Sectlon 14
(Tracts Qualified for Unit Partlicipation) hereof, at any time up to the
effective date hereof and for a period to and including six (6) months
thereafter, on the same basls of particlpation as provided in saild
Section 14, by the owner or owners thereof subscribling, ratifying, or
consenting in writing to this Agreement and, 1f the interest 1s a Working
Interest, by the owner of such interest subscribing also to the Unit

Operating Agreement.
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It 1s understood and agreed, however, that from and after six (6)
months from the effective date hereof the right of subsequent joinder
as provided in this Sectlon shall be subject to such requiremenﬁs or
approvals and on such basis as may be agreed upon.by ninety (90%) percent
of the Working Intercst Owners (based upon the percentages of partici-
pation during Phase II). Such joinder by a proposed Working Interest
Owner must be evidenced by his execution or ratification of this Agree-~
ment and the Unit Operating Agreement. Such Joinder by a proposed
Royalty Owner must be evidenced by his execution, ratification'or con-
sent of thls Agreement and must be consented to in wrilting by the Working
Interest Owner responsible for the payment of any beneflits that may
accrue hereund@r in behalf of such proposéd Royalty Ovner. Except as may
be otherwlse herein provided, subsequent Jjoinder to this Agreement shall
be effective at 7:00 a.m. as of the first day of the month following the
filing with the Commissioner and the Supervisor of duly executed counter-
parts of any and all documents necessary to establish effective commit-
ment of any tract or interest to this Agreement, unless objection to
such Jjoinder by the Commissioner or the Director 1ls duly made within

sixty (60) days after such filing.

SECTION 32. COUNTERPARTS: This Agreement may be executed in any
number of counterparts, no one of Which needs to be executed by all
parties and may be ratified or conéented to by separste instrument in
wrlting specifically referring héréto, and shall be binding upon all
those parties who have executed suéh a.counterpart, ratification or>con-
sent hereto with the same force and effect as 1f all partles had signed
the same document, and regardless 6f whether or not it 1s executed by
all other parties ownilr:; or claimihg an Iinterest in the lands within the
above descrlbed Unit Area, ‘

SECTION 33, TAXES: Each party hereto shal;, for its own account,
render and pay 1its share of any taxes levied against or measured by the
amount or value of the Unitized Substances produced from the unitized
land; provided, however, that 1f it 1s required or 1f it be determined
‘that the Unit Operator or the several Working Interest Owners must pay

of'advance sald taxes for the account of the parties hereto, it is hereby

-2l



expregsly agreed that the parties so paying or advancing sald taxes
shall be reimbursed therefor by the parties hereto, including Royalty
Owners, who may be responsible for the taxes on their respective allo-
cated share of sald Unitized Substances, No such taxes shall be charged
to the United States or to the State of New Mexlco, nor to any lessor
who has a contract with a lessee which requires his lessee to:pay such
taxes,

SECTION 34. CONFLICT OF SUPERVISION: Neither the Unit Operator

nor the Working Interest Owners, nor any of them, shall be subject to
any forfelture, termination or expiration of any rights hereunder or
under any leases or contracts subject hereto, or to any penalty or lia-
bility on account of delay or fallure in whole or in part:fo comply with
any applicable provisions thereof to the extent that the sald Unit Oper-
ator or the Working Interest Owners, or any of them, are hindered, de-
layed or prevented from complying therewith by reason of failure of the
Unit Operator to obtaln, in the exercise of due dlligence, the concur-
rence of proper representatives of the United States and proper repre-
sentatlves of the State of New Mexlco in and about any mattsrs or things.
concerning which it 1é required'herein that such concurrence be obtained.
The parties hereto and the Commission agree that all powers and
authority vested in the COmmissioh in and by any provisions of this
Agreement are. vested in the Commission and shall be exercised by it pur-
suant to the provisions of the laws of the State of New Mexico and sub-
Ject in any case to appeal or Judiclal review as may now or hereafter be
provided by the laws of the State of New Mexicon.

SECTION 35. LIMITATION OF APPROVALS: Notwithstanding anything

herein contalned to the contrary, if no Federal lands are commltted to
this Agreement, then no consents or approvals provided herein shall be
required of the Department, the Secretary, the Director, or the Super-
visor, and it shall not be necessary to flle any instrument hereunder
with saild officers or agencies unless and until Federal lands are so com-
mitted to this Agreement; likewise,bif no State lands are committed to

this Agreement, then no consents or approvals provided herein shall be
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required of the Commissioner, and it shall not be necessary to file
any instrument hereunder wilth said officer unless and until State lands
are so committed to thls Agreement,

SECTION 36. BORDER AGREEMENTS: Subject to the approval of the

Director and the Commissioner, the Unit Operator, with concurrence of
sixty-five (65) percent of the‘wOrking Interest Owners, based upon the
percentages of participation during Phase II, may enter into a border
protection agreement or agreements with the Working Interest Owners of
adjacent lands along the boundaries of the Unit Area with respect to the
operations in the border area for the maximum ultimate recovery, con-
servation purposes and proper protection of the parties and interests.

SECTION 37. NO PARTNERSHIP: It 1s expressly agreed that the

relation of the parties hereto 1s that-of independent contractors and
nothing in thils Agreement contained, expressed or implied, or any opera-
tions conducted hereunder, shall create 6r be deemed to create a partner-
ship or assoclation between the partles hereto or any of them,

SECTION 38. OIL IN LEASE TANKAGE ON EFFECTIVE DATE: Unit Operator

shall make a proper and timely gauge of all lease and other tanks within
the Unlt Area in order to ascertain the amount of merchantable oil in
such tanks, above the pipe line connections, as of 7:00 A.M. on the effec-
tive date hereof. All such o0ll as 1s a part of the prior allowable of the
well or wells from whlch the same was produced shall be and remain the
property of the Working Interest Owners entltled thereto the same as 1f the
Unit had not been formed, and such wnrking Interest Owners shall promptly
remove said oll from the Unit Area. Any such oil not so removed may be
sold by the Unit Operator for the acéountwof such Working Interest Owners,
subject to the payment of all Royalty to Royalty Owners under the terms
and provisions of the applicable lease or leases and other contracts.

All such oll and gas as 1s in excess of the prior allowable of the well

or wells from which the same was produced shall be regarded and treated

the same as Unitlzed Substances produced after the effective date hereof.
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If, as of the effective date hereof, any tract 1s overproduced with
respect to the allowable of the well or wells on that tract and the
amount of such overproduction has been sold or otherwise disposed of,
such overproduction shall be regarded and included as a part of the
Unitized Substances produced after the effective date hereof and the
amount thereof charged to such tract as having been delivered to the
persons entitled to Unitlized Substances allocated to such tract,

SECTION 39. PERSONAL PROPERTY EXCEPTED: All lease and well

equipment, materials, and other facilitles heretofore or hereafter

placed by any of the Working Interest Owners on the lands subject to

this Agreement shall be deemed to be and shall remain personal property

belonging to and may be removed by the Working Interest Owners (subject

to the provisions of Section 12)., The rights and interests therein as

among Worklng Interest Owners are covered by the Unlt Operating Agreement.
IN WITNESS WHEREOF, the parties hereto have caused this Agreement

to be executed and have set opposite their respectlve names the date of

execution.
TEXACO Inc,
Date: By -
Attorney-in-Fact
UNIT OPERATOR AND WORKING INTEREST
OWNER.
ATTEST:
Secretary
By
Date: President
ATTEST:
Secretary
Date: ' President

WORKING INTEREST OWNERS

BEH:1g -27 -
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