
MfWeh 22, 1?6$ 

C I B f l l l C A f l 

fli® undersigned, Vilas P. Sheldon, states that he is unit operator of the 
Old Loco Unit Agreement, said agreement being placed in the Eddy County Oil and Qms 
records at 9:̂ 5 a.m. August 25, 1965, in look 159 coanenciag at page 117, and toe 
said Vilas p. Sheldon further states that the Unit Agreement has been executed or 
ratified hy all working interest owners and by all royalty owners and that st 
Certificate of Approval was executed by the Commissioner of Public Lands of the 
Stats of Ne* Mexico* on March 16, 1966. 

By terms of tha Unit Agreement in Section 23 thereof, said Unit shall become 
and will become effective as of 7:00 a.m. April 1, 1966. 

The foregoing instrument was actaonledgaa before me this 22nd day of March, 

1966, by Vilas P. Sheldon. 

Vilas p. Sheldon 

STATS OF SEW MEXICO ) 

COUNT/ of mm ) 

8-8-68 



CERTIFICATE OF APPROVAL 

COMMISSIONER OF PUBLIC LANDS, STATE OF NEW MEXICO 

OLD LOCO UNIT 
EDDY COUNTY, 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 de
velopment and operation of acreage which i s described w i t h i n the attached Agree
ment, dated March 1 . 1964 , which has been executed, or i s 
to be executed by parties owning and holding o i l and gas leases and royalty i n 
terests i n and under the property described, and upon examination 1of said Agree
ment, the Commissioner finds: 

(a) That such agreement w i l l tend to promote the conservation 
of o i l and gas and the better u t i l i z a t i o n of reservoir 
energy i n said area. 

(b) That under the proposed agreement, the State of New Mexico 
w i l l receive i t s f a i r share of the recoverable o i l or gas 
in place under i t s lands i n the area. 

(c) That each beneficiary I n s t i t u t i o n of the State of New 
Mexico w i l l receive i t s f a i r and equitable share of the 
recoverable o i l and gas under i t s lands w i t h i n the area. 

(d) That such agreement i s i n other respects for the best 
interests of the state, with respect to state lands. 

NOW, THEREFORE, by v i r t u e of the authority conferred upon me under Sections 
7-11-39, 7-11-40, 7-11-41, 7-11-47, and 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 o i l and gas re
sources of the State, do hereby consent to and approve the said Agreement, and 
any leases embracing lands of the State of New Mexico w i t h i n the area shall be 
and the same are hereby amended to conform with the terms thereof, and shall 
remain i n f u l l force and effect according to the terms and conditions of said 
Agreement. This approval i s subject to a l l of the provisions of the aforesaid 
statutes. 

IN WITNESS WHEREOF, th i s C e r t i f i c a t e of Approval i s executed, with seal 
a f f i x e d , t h i s 1 6 t h day of March _, 19 66 . 

COMMISSIONER OF PUBLIC LANDS 
of the State of New Mexico 

OG-27 
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IU 7MB MATT8R OP VI* HS&JlIBJ© 
aa*L*r> »v TKK OIL C(ft£SuM*Tso* 
cotttu»f.iui. or am NIXXCO wm 
ms -s *>r CORF ILEA! Mai 

Ft* Aprmvfu, •mn ou LOCO CHIT 
*Q»J&.iM:̂ T, MMFY CCKmfY, W8W MEXICO. 

flaw y..»LsaB«MuaE 

This caM&ee oast* on for hearing at 9 o'clock s . » . ott #q«ri 1 ?, 
at iejat* F9o *sw MeRi«m5 before JRx»»in<aif s iv ln A , uta. 

<tw*rtt» '->*1B^ pr»e#wt, he*im<? considered the tea^Am©»y, the r«s?«wrd, 
an* tu* r•camasm Aa*ior»a of the KKamiaer, and beings I!y a^rif9®d 
in tbe pr*nis««, 

(1) Tf&at torn public *otiee having bean ae «*p&!?®<fi by 
law, th* Commission bee 1urieviction e>t this a&nmm /und thm f)<$$*$*ct 
eatter there©4. 

(M) That th* applicant, VIlae P. Sheldon aw*»k9 appr&val 
ef tbe old Loco Unit J^rreewasit cov»rin^ ?20 a«?ra©. :w r̂e er 
of Stat* laade <S«»«ssribed as foilowei 

(3) That approval cf the proposed unit »f;T«*iwmt ah©** A a 
provete ttn® prevwitiott of watt* ana the pr©t««ti<oa of correlative 
r t^hte within th* at it. »ra*» , 

1965, th® Gcfewisslon, © 
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(1) ftmt th® Q14 hme Oai t J ^ r e * a * a t i s fe^-s^ n g ^ s w ^ i , 

(2) fhat t h * p l m contain**) ln * * i d » a i t *$r** t t iat f*r? 
t5«sr«lap@!fre,t ®ad op®i?mfel«sa of th* unit lur** i« iKj^by approve la 
prlaeipl.® mm * fss^pasr eea**jrv&$lo* ?t«a$tftr*f heemv^u-
tha»<s ^®twitfest»»4isi^ c»y of t h * p rov is ion* oonta&.&ed i * trotd «a*$ 
«^r««®OBit, Hits ©ptpswml ©hai l net h* eeaaidtoroi &e tmlv ia f *»• 
s-©lii«i<f®li®hft^s 4m *ay wftstMMr, any * l * h t , da&y, at? efeJslgatlaf* ruv'.sfe 
1® a w , er »©y h*«f©a*t«s? Sxs, vaatat l a t h * eoani^ies-i t * ®l^;r~4fra 

«ts«ste«i af*£mfc4«»e i m tBso ax j u r a t i o n and ^v*iii>p**at •"•(.«>? 
laads ©aesaittafi t * t h * m»it pr*dtt«t&ea ©f o i l ©rr g*a taawflfiwn., 

IS! tho nfeit i^attr MM A I fli* vifth th© e&mt&9&«** 
* ^ a*8©««fc*S t^i f i f tAl **> «ct@e»t@d counterpart of £h<s « » i t afiKx-".:^* 
tf&tfela W l&s?® afaaff fch* © f f e ^ t i v * date thereof f Mm*, i o tthe <s-.***̂ fc 
of flwte€5sg<»*E£fe jeltyter tey ®®y jpeyrty of «s?y«i&sie* e*j sssnatr^gi i^ <af 
tho v n i t aa&a, th« «Biit #£*&g?s&€>r ahAl l f l i a *4t& thcs Geamlesierr) 
vi&hla eaya fchsstr^f^sc «wBin«Mrinrt« *£ t h * asait ae«c*anh% 
rof ^aafela*; tfeho 3r8tog*is,4g>ki#ss @f fchea* iafc&raote h*firon J e i n e * ^ 

W ftefe thi© @^4©r fi^&l baoen* •f faatltyn tho a ^ - ? * * * . * 
weld* nsii% @f¥*/gseitt &y UB® <§MmL6tmL9mif » f fafclloi L*mtfa few: xv» 

Sfena<t© f̂ f lew Cceie®? fehat thi® order s h e l l t**#&gwRt® j j t f j t s p » 
th© t®m®&m&%im& ©£ *al& mmit e^r©*****.? *&d thafe ttes l*«fc 
©gsmat** s h a l l aea&fiy t h * C e s a t e e l * * l s a * 4 L e t * i y i » wr i t la*- cC n«*h 

W Wmt $<mi®<gi&,®%l®& ef thlA io r*̂ r«ton>d. **r tfee* 
®a^?y * f »®eh fittrftfeor e r * *^^ a * t h * C * « * l * * l * i i fr^f tf<5co a * * * ^ ^ - ? ^ , 

SC^B ©fe fant« B^f M^iHe©, oa t h * day «vs«« ya*j? S M T * ^ . -

Ah<5R H. CA«P>11SS&, O^a-^/TsR 

S H A JL. 
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UNIT AGREEMENT 

FOR THS DEVELOPMENT ASD OPERATION 

OF THB 

OLD LOGO UNIT AREA 

COUNTY 07 BUY 

STATS OF HEW MEXICO 

THIS AGREEMENT entered into as of toe first day of March 196k, by and 

between the parties subscribing, ratifying, or consenting hereto, and herein 

referred to as the "parties hereto," 

WHEREAS, the parties hereto are the owners of working, royalty, or other 

oil and gas interests in the unit Area subject to this agreement; and 
* 

WHEREAS, the Commissioner of public Lands of the State of Nev Maxico is 

authorized by lav (volume 2, Chapter 7, Article 11, fev Mexleo Statutes, 19§3 

Annotated) to consent to end approve the developaent or operation of State lands 

under agreements aade by lessees of State land Jointly or severally with other lessees 

where such agreements provide for the unit operation or development of pert of or 

al l of any oil or gas pool, field or area; and 

WHEREAS, the comaissioner of Public Lends of the state ef Nev Mexico ls 

authorized by an Act of the Legislature (Sec. 1, chap, loft. Lavs of 1951; Chap. 7, 

Art. 11, sec. kl , g. *% Stats. 1953 Anoot.) to amend with the approval of lessee, 

evidenced by the lessee's execution of suoh agroeaoat or otherwise, may oil and gas 

lease embracing Stat* lands so that the Length of the term ef said lease may coincide 

with the term of such agreements for the unit operation and development of pert of 

e l l of any oil or gas pool, field or area; and 

WHEREAS, tho Oil Conservation Commission of the State of Nev Mexico is 

authorised by lav (Volume 9, pert 2, Chapter 65, Article 3, Nev Mexico Statutes, 1953 

Annotated) to approve this agreement and the conservation provisions hereof; and 

WHEREAS, *bt parties hereto hold sufficient interests in the old Loco Unit 

Area covering land hereinafter described to give reasonably effective control of 

operations therein; and 

WHEREAS, i t is the purpose of the parties hereto to enable institution and 

consummation of secondary recovery operations, to conserve natural resources, prevent 

waste and secure other benefits obtainable through development and operation of the 

Old Loco Unit subject to this agreement under the terms, conditions and limitations 

herein set forth. 



NOW, TfiKREFORÊ  in consideration of the premises and the profcieaa heritn 

contained, the parties hereto commit to this Sgreeaant tlsBlr respective interests in 

the "Unit Area" and the "Unitized Formation" lying tnarsunder (as those terms are 

defined hereinafter) and agree severally sttoog themselves as follow8j 

lo ENABLING ACT AND KfgULATlGltS. 4b* Oil and gat operating regulations in 

effect as of the effective date hereof governing drilling end producing operations ©ot 

inconsistent with the terms hereof or the lavs of the State of New Mexico are hereby 

accepted and made a part of this Agreeaafit. 

2. DEFINITIONS. For the purpose of this agreement; the following terms and 

expressions as used herein shall means 

(a) "Commission' means the oil conservation comtolssien of the state ox 
New Mexico. 

(b) '"Carrttdaiiawr1' means the Obteaisiiofce? of Public Lands of the State of 
New Mexico. 

(c) "Boyalty interest" or "Royalty" smtns an latere rt other than a Working 
Interest in or right td receive a port!** of tha Unities* Sabitaaces or the proceeds 
thereof and includes the royalty interest reedrted by tha lesser by an oil and gas 
lease and any overriding royalty interest, oil payment interest, net profits contract, 
or any other payment of burden which dot* art tatty with i t thi right to search for and 
produce Unitized Substances. 

(d) "Royalty Owner* mesne the owner of a fcoyaltjy interest. 

(ej "Tract" means each parcel of land described as such and given a Treat 
number in Sxhibit B» 

(f) "Tract participatien" mean* the pereeatage #f unitized substances allocated 
to a Tract under this agreement as shown in Inhibit A* 

u,wi g ) * 0 0 1 1 8 Area" aem* the lend •horn oft feettslt A* aad described by Tracts 
in Exhibit B, containing. TK) acres$ aU lands fee Hin cfMaittad to this agreement shall 
constitute lands referred to at uniti**f la*d or land tubtfict te thii arreeaent. 

(h) "unit operating Agreement11 means aey agreement or agreements,* whether one 
or more, entered into either separately of odUeotively by and between the Unit operator 
and the Working interest Owners, as provided in tootle* $, k&mmam PRor^WstS sm 
UNIT OPERATING AORaatttt*, end shall be i*?led 'Wit OI«fsiiag^gr^^n'^r^h* 
Development and Operation of the old Lde» Unit Ay**, C*U»iJr of Eddy, sfeate of *e* Mexico. 

(i) "Unit participation" means the sua of all *r»c* Pertieipatioas or portions 
thereof which a party is entitled to receive, ste Exhibits (3*1 and C-E. 

v , _ (J) tfcitised Formation" means the Otayaurg aad Lovington Formations, ^ 
being that heretofore established uMergfound r * t * r a i * ea&buntered in the drilling 
by Miller and smith of its Texas Gulf 3t«te #L V*U between the deptasdf 2350 and 2850 
feet, which said well is located in the Sw l/k Of the Hi l/k Of section 32, Township l? 
South, Range 29 East, Eddy county, New Mexico* P f 

(k) "Unitized Substances11 means all oil, gas, gaseous substances, sulphur 
contained in gas, condensate, distillate and all associated sad constituent liquid dr 
liquefiable hydrocarbons within or produced from the Utilised Formation. 

(1) 'Voting Interest" means th* right to search for* produce and acquire 
Sftitized substances whether held as an incident of ownership of mineral fee simpl« 
title^ under an oil and gas lease, or otherwise. 

„ W ^ * * r e ? t 0 v f i e r" ***** m P«rty hereto owning a Wording zaterost, 
including a carried working interest. ova**, holding an Intetfit in Unitized Substances 
by virtue of a lease, operating agreement, fee title or itherwise, which Sterest !T 



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, developing and producing t i * 
Unitized substances from the Unitized Formation and the Operation thereof hereunder. 
The owner of oil and gas rights which are free of lease or Other instrument conveying 
the working interest to another shall be regarded as a working interest Owner to the 
extent of seven-eights (7/8) of his interest in Unitised Substances, and as a 
Royalty Owner with respect to his remaining one-eighth (l/8) interest therein. 

3. EXHIBITS. Attached hereto as Exhibit A is a map shoving to the extent 

known to Unit Operator, the Unit Area and the boundaries and identity of tracts and 

leases in said Unit Area. Attached hereto as Exhibit 1 is a schedule shoeing to the 

extent known to Unit Operator the acreage comprising each Tract and the ownership of 

each interest owner in each Tract. However, nothing herein Or in Baid 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 interests as ere shown in said map or schedule as 

being owned by such party. Attached hereto as Exhibit C is a schedule showing ln 

Part I thereof the Tract Participation of each Tract itt the Unit Area and in part l i 

thereof the Unit Participation of each Working Interest Owner* Said schedule shall 

become effective at 7:00 a.m. on the effective date of this agreement. 

It is hereby agreed by all parties to this agreement that Unit Operator is 

empowered to correct any mathematical or clerical errors which may exist in the 

pertinent exhibits to this agreement; provided, however, that correction of any error 

other than correction of a mathematical or clerical error shall be made by Unit 

Operator only after first having obtained approval of Working Interest Owners and the 

Commissioner. 

Exhibits k, B, and C shall be revised by Unit Operator whenever changes 

render such revision necessary, and at least two copies of such revision shall be 

filed with the Commissioner. 

h. EXPANSION OF UNIT AREA. The above described Unit Area may, when 

practicable, be expanded to include therein any additional tract or tracts regarded 

as reasonably necessary or advisable for the purposes of this agreement, whenever such 

expansion is necessary or advisable to conform with the purposes of this agreement. 

Tract Participations resulting from suoh expansion shall be on a negotiated basis and, 

after agreement between the affected parties has been reached, such expansion shall ho .. 

effected in the following manner: 
\ 

(a) Unit Operator, with concurrence Of at least 75 per cent of the thoo 
Toting Interests and after preliminary concurrence, the Commissioner and the Camalasaoa, 
shall prepare a notice of proposed expansion describing the contemplated caaagee a*>.the 
boundaries of the Unit Area, she reasons therefor, and the'proposed effective data tmereef 
preferably the first day of a month subsequent to the date of notice. 



(b) Said notice shall be delivered to the Commissioner and the Commission, 
and copies thereof mailed to the last known address of each Working Interest Owner, 
lessee, and lessor whose interests are affected, advising that 30 days will be allowed 
for submission to the Unit Operator of any objection** 

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

(d) After due consideration of all pertinent information, the expansion shall, 
upon approval by the commissioner and the commission* become effective as of the date 
prescribed in the notice thereof. 

In any approved expansion of the Unit Area, the revised Tract Participations 

of those Tracts which were committed prior to each such expansion shall remain in the 

same ratio one to another. 

5. UNITIZED LAND AND UNITIZED SUBSTANCES. All oil, gas, gaseous substances, 

sulphur contained in gas, condensate, distillate and a l l associated and constituent 

liquid and liquefiable hydrocarbons in the lands committed to this agreement are, as 

to the orayburg and Lovington Formations, unitized under the terms of this agreement 

(and are herein called Unitized Substances) and said lands shall constitute lands 

referred to herein as "unitized land" or "land subject to this agreement." 

6. UNIT OPERATOR* VILAS P. SHELDON is hereby designated as the Unit 

Operator and by signature hereto as unit Operator agrees end. consents to accept the 

duties of Unit Operator for the development end production Of Unitized Substances as 

herein provided* Whenever reference ie made herein to the "Unit Operator," such 

reference means the Unit Operator acting in that capaoity and not as an owner of 

interest 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 Interest is owned by i t . 

7* RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit Operator 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 6 months after notice of 

Intention to resign has been served by Unit Operator on all Working Interest Owners 

and the commissioner and the Commission, and until a l l wells then drilled hereunder 

are placed in satisfactory condition for suspension or abandonment, whichever is 

required by the Commission as to State lands, unless a new Unit Operator shall have 

been selected and approved and shall have taken over and assumed the duties and 

obligations of Unit Operator prior to the expiration of said period. 

The resignation of Unit Operator shall not release Unit Operator from any 

liability or default by it hereunder occurring prior to the effective date Of its 

resignation. 



i 

The Unit Operator may, upon default or failure in tbe performance of Ita 

duties or obligations hereunder, be subject to removal by affirmative vote of at 

least 1% of the Voting interests, such removal shall be effective upon notice 

thereof to the Commissioner. 

In all such Instances of resignation or removal, until a successor Unit 

Operator ls selected and approved, es hereinafter provided, the working interest Owners 

shall be jointly responsible for the performance of the duties of Unit Operator and 

shall, not later than 30 days before suoh resignation or removal becomes effective, appoint 

a common agent to represent Them in any action to be taken hereunder. 

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 

interests in Unitized Substances, but upon the resignation or removal of Unit Operator 

becoming effective, such Unit Operator shall deliver possession of a l l equipment, 

materials, and appurtenances used in conducting the Unit operations owned by the 

Working Interest Owners to the new duly qualified successor Unit Operator, or to 

the owner thereof if no such new Unit Operator i t elected, to be used for the purpose 

of conducting Unit operations hereunder. Bothing herein shall be construed as 

authorizing removal of any material, equipment and appurtenances needed for the 

preservation of any wells. 

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

or its resignation as Unit operator, or shall be removed ae hereinabove provided, 

tbe working Interest Owners shall, by affirmative vote of at least 75 per cent of 

the voting Interests, select a successor Unit Operator j provided, however, that should 

any working interest Owner own a Voting interest of more than 25 per cent, the vote 

of said party small not serve to disapprove the selection of a new Unit Operator 

approved by 80 per cent or more of the Voting interests of the remaining working Interest 

Owners and provided, further, that the Unit Operator shall not vote to succeed itself 

and its Voting interest shall not be counted in a vote concerning its removal as the 

Unit Operator, such selection shall not become effective until (a) a unit Operator 

so selected shall accept in writing the duties aad responsibilities of Unit Operator, 

and (b) the selection shall have been approved by the Commissioner, i f no successor 

Unit Operator is selected and qualified as herein provided, the Commissioner may, at 

his election, declare this unit Agreement terminated. 

9* ACCOUNTING PROVISIONS AMD UNIT OPEBAXXNG AGREEMENT. All costs and 

expenses incurred by Unit Operator in conducting Unit operations hereunder shall be 

apportioned among, borne and paid by the Working interest Owners, all in accordance 

with this agreement and the Unit Operating Agreement. The Unit Operating Agreement 

shall also provide the manner in which the working Interest Owners shall be entitled 



to receive their respective proportionate aad allocated share of the benefits 

accruing hereto ln conformity with their underlying operating agreements, leasee, or 

other Independent contracts and such other rights aad obligations as between Unit 

Operator and the working interest owners as they aay agree upon. However, the Unit; 

Operating Agreement shall not be deemed either to modify the terms and coaditioas of 

this Unit Agreement or to relieve the Unit Operator of any right or obligation 

established under this Unit Agreement; In case of any inconsistency or conflict 

between the unit Agreement and the Unit Operating Agreement, this agreement shall 

prevail. One true copy of any Unit Operating Agreement shall be filed with the 

Commissioner. 

10. RIGHTS AND OBLIGATIONS CT UNIT OPERATOR. Except as otherwise specifically 

provided herein, the exclusive right, privilege,and duty of exerelslng any and all 

rights of the parties hereto (including surface rights) which are necessary or 

convenient for the prospecting for, producing, storing, allocating, end distributing 

the Unitized substances, are hereby granted end delegated to aad shell be exercised 

by the Unit Operator as herein provided. Upon request therefor, acceptable evidence of 

title to said rights shall be deposited with aaid Unit Operator aad, together with this 

agreement, shall consititute and define the rights, privileges^ end obligations of 

Unit operator. Nothing herein, however, shall be construed to transfer title to aay 

land, lease, Royalty Interest, operating agreement or ooamunitixation agreement, At 

being understood that under this agreement the Unit Operator, in its capacity as Unit 

Operator, shall exercise the rights of possession and use vested in the parties 

hereto only for the purposes herein specified* 

11* EOJUIPMENT AND FACILITIES NOT FIXTURES ATTACHED TO REALTY. Each Working 

interest Owner has heretofore placed aad used on its Trect or Tracts committed to this 

agreement, various well and lease equipment and other property, equipment and 

facilities, i t is also recognised that additional equipment and facilities amy 

hereafter be placed and used upon the Unit Area as now or hereafter constituted. Therefore 

for a l l purposes of this agreement any and all such equipment shall be conaiderei to 

be personal property and not fixtures attaehed to realty. Accordingly, said well and j 

lease equipment and personal property is hereby severed from the mineral estates 

affected by this agreement, aad i t is agreed that any and a l l such equipment end 

personal property shall be aad remain personal property for a l l purposes. 

12. PLAN OF FURTHER IBVELOPMENT AND OPERATION. It is recognized and agreed 

by the parties hereto that the object and-purpose of this agreement is to formulate and 

to put into effect a secondary recovery project in order to effect the optimum recovery 



of Unitized Substances, prevent waste and conserve natural r•sources. The parties 

hereto agree that the Unit Operator oay, subject to the consent and approval of a 

plan of operation by the working Interest Owners, the Consolsaloner and the Commission, 

inject into the Unitized Formation, through aay veil or valla eoapleted therein, 

brine, water, air, gas, oil, liquefied petroleum gaa, or any other substance or a 

combination of any of said substances, whether produced froa the Unitized Formation 

or not, end that the location of input wells end the rates of Injection therein and 

the rate of production shall be governed by standards of good geologic and petroleum 

engineering practices and conservation methods. This agreement ia and shall be 

subject to the conservation laws of the State of low Maxico, to tho valid rules, 

regulation and orders of the Commissioner aad the Commission and to a l l other applicable 

federal, state and municipal laws, rules, regulations aad orders. The parties hereto, 

subject to prior rights, i f any, grant to Unit Operator the use of brine or voter or 

both froa any formation in and under the unit Area for Injection into the Unitized 

Formation. After commencement of secondary operations, Unit Operator Shall furnish 

the commissioner monthly Injection aad production reports for each veil ia the unit 

Area, fm working interest Owners and the Oman!is loner shall be furnished perlodes 

reports on the progress of the plan of operation and say revisions or changes thereto 

necessary to meet changed conditions or to protect the interests of e l l parties to 

this agreement; provided, however, that say major revisions cf the plan of operation 

involving a basic deviation from the initial plan of operation shall be subject fo 

the consent and approval of the working interest Owners, tbe Commissioner aat ths 

Commission. 

13* PARTICIPATION * Sxhibit C-l shows the percentages of participation to 

vhich each Tract shall be entitled i f a l l Tracts vlthla the Unit Are are oeaaltted 

as of the effective date of this agreement (the Qualifications necessary for -tor 1MS ton 

of a Tract being set forth ln Section Ik hereof). If lees then a l l Tracts wltfiJa the 

Unit Area are committed as of the effective date of this agreement, unit operator, 

with approval of the working interest Owners, as soon as practicable after tbe effective 

date of this agreement, shall file with the Oaaalssloner and the Commissioa egbî Mlgs 

of committed Tracts as of said effective date, which said schedules shall be 

designated "Revised Sxhibit c-1 end considered for a l l purposes as a part of'this 

egreeoeat. Such revised Exhibit C-l shall set forth opposite each such cenedLtted 

Tract the revised Tract Participation therefor (vhich shall be calculated by uaiag 

the seme Tract factors aad formula vhich were used to arrive at the Tract Perticipat Ion 

of each Tract as set out ln Exhibit C-l attached hereto, but applying the seme ealy to 

the committed Tracts). Such revised Exhibit c-1 unless disapproved by the fiiawtjysifmar 



and the commission within 30 days after filing, snail supersede, effective as af 

the effective date hereof, ths Tract perticipsiions sot forth la exhibit c-1 

attached hereto until a further revision or revisioas thereof Is approved ay the 

OaanlMioaer and the Cbaalssien. Tbe tract ferticipsttaM Shows on Exhibit C- l 

attached hereto, or ae aay be shown oa the revised Exhibit C-l as above provided,, 

shall govern the allocation of Unitised Substances oa aad after the effective date 

of this Unit Agreement as set forth la sectiea 3 hereof, aai antil the alieeeiica 

schedule is revised pursuant to this agreement aat the revised Tract Participations 

are approved by the Caaaissioner sad the commission. 

^ IV. TRACTS OjfcJFXED POR PsWdLPATSDI. irem tea effective date aerosf, 

the Tracts which shall be entitled to partielpealee shell be these Tracts which ere 

described ia Exhibit B sad which, at say tlae, are availfled as follows: 

(a) Each Tract as to which yorking interest Savers evlag 100*; af 
the Working interest therein have beoaat patties karete sad as to wbdea 
Royalty Owners owning 75jfc or eere ef tat Royalty interest therein bare 
becoae parties hereto* 

(b) Each Tract as te which ueralag Isterest ewaert owalag lAOt of the 
working interest therein hare hi nane parties aat eat aai es to watch Royalty 
Owners owning lose tea* 75f> af the Royalty latereet therein hare beet** 
parties hereto and, farther, as te which: 

( i ) All Working latereet Oeaers ia aay such Tract have Joined la a 
request for the Qualification of sueh tract, aad 

(11) QOf, of the ooablaed voting Interests af barking interest darners 
in a l l Tracts meeting the rsigilresarits of paragraph (a) hereof have 
voted la favor ef qualifying gpLtree*. 

For tbe purpoee of teas psregrsaa (b), e*arklag interest Owner's *v«tlag 
interest" shall be equal te tat reals) (ee*e*Ae*i la per eeat) which Its 
aggregate Obit Pertlelpetiee la a l l ***** qasAlCrlag under paragraph (a) 
beers to tbe total Omit PertUlpesiea, as saata aa txhlbit C*« es? a l l 
working interest Owaers la a l l treat* eaallfylag aeder peragreya (a). 

(e) Each Tract as to which Vorkiag latereet eeaers eenaag leas tbsa 
lOCfi of the working interest therein have beetae parties berate, laqwinmas 
of the percenters of Royalty Interest therein whieh la gioaUNll berets 
end, further, as to which: 

( i) The vorkiag Interest Owner operating aay such Treat sea 
a l l of the other Vorkiag Interest Owaers la seen Tract who bare 
becoae parties hereto nave Joined la a reeuest for fTMn+atlmo 

of sueh Traet aai have laieuesa sad delivered aa iadeaaity agresaoot 
indemnifying aad agreeing te held hernias• the ether working ymeereet 

A Owaers, their successors aai assigns, easiest a l l olaias aai deaeade 
which amy be made by the evners of Working interests la each Traet 
who ere net parties hereto aad vhleh arise sat ef tbe qualification 
of such Tract; end 

( i i ) 80s; of ths combined voting Interest ef working Interest 
Owners in a l l Treats mating tbe requirements ef paragraph* (a) and 

(b) have voted 4a favor ef tbe qualification of sueh Tract sad 
acceptance of the- latliaailty agreeaent. 

For the purpoee of tale paragraph (e), a Vorkiag interest Owner's "voting 
interest" shall be equal to taa ratio (expressed fa per eeat) voice &%* 
aggregate Bait Perticlpetisa la a l l treats eaallfylag under? paragraph* £*>• 
end (b) bears to the total Halt Pertietpatiea, as ahowa oa Exhibit 0°*, ? 
of - i i vnrki.* i»rfc-r«et 0«w*ra in fell *r*et* # « i i f y l a $ tarter psrsftraabs 



(a) and (b). Upon the qualification of such a Tract, tha Unit Participation 
vhich would have been attributed to the noaaubserlbing owners of the 
Working interest in such Tract, bed they becoae parties to this agreement 
and the Unit Operating Agreeaent, shall be attributed to the working 
interest owners in such Tract who bare becoae parties to sueBdsgreeswnts, 
in proportion to their respective working Interests in the Tract. 

15. ALLOCATION 07 UNTTIZBD SUBSTANCES, a i l Unitised Substances produced 

and saved (leas, save and except any part of such Unitised substances used in 

conformity with good operating practices on unitized land for drilling, operating, 

camp and other production or developaent purposes and for pressure maintenance) 

*h»n he apportioned among and allocated to the aommitted Tracts in accordance with 

the respective Tract Participations effective hereunder during the respective periods 

such Unitized Substances were produced, aa set forth in the schedule of participation 

in Exhibit c-1. The amount of Unitized Substances so allocated to each committed 

Tract, and only that amount (regardless of whether i t be more or leas then the saount 

of the actual production of Unitized Substaneee froa the veil or wells, if amy. on 

such Tract), shall, for a l l intents, uses and purposes, be deemed to have been 

produced from such Tract. 

The Unitized Substances allocated to each such Treat shall be distributed 

among, or accounted for to, the parties executing, consenting to or ratifying tills 

agreement entitled to share In the production froa such Tract ia the sane meaner, 

in the same proportions, and upon the same conditions, as they would have participated 

and shared in the production froa such Tract, or ln the proceeds thereof, hod this 

agreement not been entered into, and with the aaaa legal force and effect* I t ie 

hereby agreed that production of Unitised Substances froa aay such ccamitted Tract 

shall be allocated as provided herein regardless of whether oil or gaa is being 

produced from any particular Tract committed hereto. If the Working Interests or the 

Royalty Interests in any Tract are divided with respect to separate parcels or portions 

of such Tract and owned severally by different persons, the Tract Participation of 

such Tract shall, in the absence of a recordable instrument among all owners fixing 

the division of ownership, be divided among sueh parcels or portions in proportion 

to the number of surface acres ln each. 

16. BALANCING OF PRODUCTION. Unit Operator shall make a proper and timely 

gauge of all lease and other tanks located on each committed Tract in order te 

ascertain tbe amount of merchantable oil in auch tanks above the pipe line connections, 

as of 7:00 a.m. on the effective date hereof. AU Unitized Substances which are a 

part of the prior allowable of the well or wella froa which the same were produced 

shall be and remain tbe property of the Working Interest Owners entitled thereto OS 

if the Unit had not been formed and such working interest Owners shall promptly remeva 

same. Any such Unitized Substances not so removed may be sold by the Unit Operator 



for the account of such working interest Owner** subject to tho payment of ell 

royalty to Royalty »,res,vs**aje thsttiahi,. sad pr*visl*?as of tho applicable lease or 

leaaoa aad ether contracts. AU •uah Unitiaed gebstaaoes which are ia excess ef 

the prior allowable of tho rail or walls froa vfcich tho saas were produced shall ba 

regarded and treated the sane as Unit!ted Substances produced after the offeetire 

date hereof. If, as of the effective date hereof, say Tract is over-produced with 

respect to the allowable of the well or wells oo that greet and the saeaat ef each 

over-production has been sold or otherwise disposed of, sash ever-productIon saall 

be regarded sad Included as a part of the Unitized Substances produced after the 

effective date hereof aad the eaount thereof charged to such Tract es having been 

delivered to the persons entitled to Onitised Substaaea* allocated te ease Tract. 

17* ROIALTY SKTIIIIsTe I1. The State ef gov Mexico and all Royalty owners who, 

under existing contracts, are entitled to take in kind a share of the Uaitiaed 

Substances produced froa any osaadtted Tract, shell hereafter be eatitled to take in 

kind their share of the Unitized Substances allocated te such Tract, sad Uelt 

Operator shall aake deliveries ef sueh loyalty share tehee la kind la eeaferalty with 

the applloehle contracts, lavs and regulations, asttleeaat for Royalty interests 

not taken in kind saall be aade by vorkiag Interest Queer* responsible therefor under 

existing contracts, laws and regalstleas, oa ar before the last day of eech moot*, for 

Unitized Sabstsaoes produced daring tat prssellag nateortar month; provided, baoewar, 

that nothing herein coataiasd shall operate ta relieve the lessees ef oay, lead Jrea 

their r selective leaso obligations far tne pefaaat ef any reyaitie* dee ussier their 

leaees exeept that said royalties saall be laaaitsl la aooerdance with the teras ef 

this agreeaent. 

If gas obtained froa leads set subject to this egreeaeat ia let! saunas lata 

the Uaitiaed formation for use In areeeare sadaasaeaee, stlaajlatlea of, netaniaui, 

or in areas Ing ultlaate recovery, which shall be la eeafaralty with a plea fleet 

ooprovod by tbe Commissioner end tbe Coaaisaion, a like aasuat ef gas, loos sjsayeatisae 

deductions for loss froa any cease, aay be withdrew* free the feraatiea late ablch tbe 

gas wee introduced, royalty free aa to dry gas. bat set ee te tbe product* extracted 

therefroa; provided test such withdrawal shall be pur onset te sueh nraa'tllon* eaa. 

fareolae as say be prescribed or sppreved by tbe commissioner; provided farther, teat 

•»aa rup*. «r «wn ^ *«Ti*rtfrt tf th1* laTtteaort If 

liquefied petroleua gases obtained froa land* or formations aot subject to tale 

agreoasat be injected into the Uaittsod yoreealoa for the parpsee af InceaaeaMi 

ultlaate recovery, whioh ball be ia coeiereeace with a plaa first syaoioil ay tlai 

Coaalssioner, pert a* all of such lieuefied petroleuei gases aay be 111 lilwai aanei • s*Wj 



free pursuant to such conditions and formulae as may he prescribed or approved by the 

Commissioner. 

Royalty due on account of State lands shall be computed sad paid on the 

basis of all Unitised Substances allocated to suoh leads. 

18. RBfTAL ill 111 II leal I Rentals on State of tee Mexico leads subject 1» 

this agreeaent shell be paid at the rate specif ied in the respective leeaes, er may 

be reduced or suspended under order of tbe Commissioner pureuant to applicable laaa 

and regulations. 

19* CCCSaOTsflOH. Operations hereunder end production of Unitized Ssaotamces 

shall be conducted so as to provide for the most ecoooalcal end efficient recovery of 

each substaaeea to prevent vests aa defined by State lavs or regulationa. 

20. XfUIaeOE* Unit operator saall take spprepriate end ml senate msaooros 

to prevent drainage of Unitised Substances froa the committed Tracts by voile ea lead 

not subject to this agreement, or. vita consent ef tbe Casedsslomer ead pareueat te 

appli able regulations, pay a fair and reasonable eoaasasstory royalty as determined 

by the Commissioner. 

21. USmfatB aHD OOê RaCTS OOaTORMav AMD UIPJgaMj. <a» terms, coadltdaao sad 

provisions of all leases, sublessee, end eavaar' 'ooatrecta rel mti ag to exploratlee, drill

ing, developaent, or operation for ell, gee, gaseous sabetaaosa, sulphur cemtelaiid la 

gaa, condensate, distillate and all associated aad coastitueat liauld or lleaefljavle 

hydrocerbons in the under lands ceaaitted to this egreeaeat ere hereby expressly 

modified end amended to tho extent, nereasery to make the seme conform He tbe previsions 

hereof, but otherwise to remain in full force sad effect; ead tbe parties hereto 

hereby consent that the Commissioeer as te State leases saall by his approval hereof, 

or by the approval hereof by his duly authorised representetive, dees hereby establish, 

alter, ehaage or revoke the drilling, producing, rental, BOBIM royalty sad reyalty 

reoulreaents of State leases ceaaitted hereto aad the regulationa la respect thereto 

to conf era sold requirements to tbe provisions of this agreement, end without Uniting 

the generality of the foregoing, all leeaes, subleases, and contracts are particularly 

modified ln accordance vith the following; 

(a) The developaent aad operation of laada subject to this egreeaeat 
under tbe terms hereof shall be deeaed fall perforaeace of all ^^ert^fff 
for development ead operation with respect te each end every pert or 
separately eveed Tract committed to this agreement, regardless of whether 
there is aay develepaent of any particular part af ar Tract of uaitiaed 
lead, notwitbstamrUng anything to the contrary ia aay lease, operating 
egreeaeat, or caber eoatraet by aad between tee pertles bereta, or their 
respective predecessors ln interest, or any ef them. 

(b) prilling ead producing operatises iisefaieed hereunder upon any 
Traet at unitised lend vill be accepted sad deeaed te be jiei fin mail epafesme: 
for the benefit of each aad every Tract of uaitiaed land, ead no lease 



shall be deemed to expire by reason of failure to drill or produce veils 
situated on the land therein embraced. 

(c) suspension of drilling or producing operations on all unitised 
lands pursuant to direction or consent of the Qanm1ssloner shall bo deemed 
to constitute auch suspension pureuant te such direction or consent as to 
each and every Tract of unitised lend. 

(d) Each lease, sublease, or oontraet relating to the exploration, 
drilling, development or operatise far oil f gas, gaseous substances, 
sulphur contained in gas, condensate* dietillst* end all associated and 
constituent liquid or liquefiable hydrocarbon* In and under lands, other 
than those of the United States, la lands cjoamltted to this agreement, 
which by ita teres might expire prior to th* termination of this agreement, 
ia hereby extended beyond any sueh term se prerlded therein so that it 
shall be continued in full force aat; effect for and during the term of 
thia agreement, as to the land oaeamVfcted so long as such lease remains 
subject hereto. 

(e) Any lee** embracing lands of the State of Nev Mexico having only 
a portion of its lands ceaaitted hereto shall be segregated aa to the portion 
committed and as to tbe portion not committed and the terms of sueh lease 
shall apply separately as to such segregated portions commencing aa ef 
the effective date hereof. Notwithstanding any of the provisions of this 
agreement to the contrary, any lease embracing lands of the State of 
Nev Mexico having only a portion of its lands osmaitted hereto shall 
continue in full force and effect beyond'th* tera provided therein as 
to all lands embraced in suoh lease, i f Unitised Substances are discovered 
and are capable of being produced ia faying quantities from some part of 
the lands embraced in such lea** committed te thi* agreement at the 
expiration of the secondary tera of sueh lease; or if, at tbe expiration of 
the secondary term, the lessee or tea gait Operator la then engaged lu 
bona fide drilling or reworking operations en seme pert of the lands embraced 
therein, any such lease shall remain in full faro* end effect so long as 
such operations are being diligently prosecuted, and if they result in the 
production of Unitised Substances, said lea** shall continue la full force 
and effect as to all of the lands embraced therein, eo long thereafter as 
Unitised Substances are produced In paying quantities froa any portion of 
said lands. 

22. COVENANTS RON HTPI LAND. The covenants herein shall be construed to be 

covenants running with the land with respect to the interests of the parties hereto 

and their successors ln Interest until this agreement terminates, and any great;, 

transfer, or conveyance of interest in land or leases subject hereto shall be and 

hereby is conditioned upon the assumption of all privileges and obligations hereunder 

by the grantee, transferee, or other successor in interest* No assignment er transfer 

of any working Interest subject hereto shall be binding upon Unit operator until 

the first day of the calender month after Unit Operator ia furnished with the 

original, photostatic or certified copy of the Instrument of transfer; ead ne 

assignment or transfer of any Royalty interest shall be binding upon the working 

interest Oaner responsible therefor until the first dep̂ a* the calender month after 

aaid working interest Owner is furnished with the original, photostatic or certified 

copy of the laetrvment of transfer. 

23. EFf*CTJ¥B DATE AND TEEM* Thia agreement shall become binding anon each 

party vho executes or ratifies it ae of the date of execution or ratlflcatloa by such 

party and shall become effective ae of 7x00 o'clock a*m. of tbe first day of tbe 

calendar month next following the approval by tha Comaissioner. 



There must be an execution of ratification Of this agreement and the Unit 

Operating Agreement by working Interest Owner* Owning * combined Unit Participation 

of at least So percent, and the execution or ratification of th* agreement by 

Royalty Owners owning a combined interest of i t least o*S pefcent of the Royalty 

Interest, in said unit Area. 

There must be filed at least one counterpart of this agreement for record 

in the office of the County Clerk of lady County, Mew Jfcxide* by the unit operator. 

Unit operator shall, within tnirty (30) days After th* effective date of this 

agreement̂  file for record in the Office when i counterpart of this agreement is 

recorded, a certificate to th* effect that this agreement become effective accoattag 

to its terms and stating further the effestiva date* 

The term of this agreement shall be for and during th* time that Unitized 

substances are produced in paying quantities from the unit Area aad so long thereafter 

as drilling, reworking or other operation* (including MQhhdary recovery oparatiaas) 

are prosecuted thereon without cessation of mora than nin*ty (&©) consecutive daya, 

unless sooner terminated by working int*r*et Other* ln th* aJSmer hereinafter 

provided. 

This agreement aay be terminated with th* approval #f the Land Comaiasisner 

and the working Interest Owners owning 75 percent Unit Participation whenever sueb. 

Working interest Owners determine that Unit operations eft a* longer profitable, 

feasible or in the interest ef conservation. Idtic* ef any auch termination shall 

be given by Unit Operator to all parties hereto* 

Upon termination of thia agreement, the further development and operation 

of the Unit Area a* a Unit shall be abandoned. Unit operations shall cease, and 

thereafter tbe partiea hereto shall be governed by th* tera* and provisions of tfea 

ieaaee and contracts affecting the separate tract* Just as i f this agreeaent had 

never been entered into* 

If aot otherwise covered by th* leases unitit*4 under this agreement, Royalty 

Owners hereby grant Working Interest Owners i period of els months after termination 

of this agreement in which to aalvage, aell^ distribute ar otberwiae dispose of ths 

personal property and facilities used in connection with Unit s^erati^ns. 

2^ AfSgARAHOmS. Unit Operator *h*Al| after notiee to ©that part lis affeeted, 

have the right to appear for or on behalf of any aad sU interests affected herebr 

bersre the commission and to appeal ttm orderS issued Under the regulations of said 

OssaEission or to apply for relief free any &t said regtt***i4hs or in any prbeae&ing* 

relative to operations before the osateission, of othetf legally constituted auttewi'iy; 



provided, however, that any other interested party shall also have toe right at 

his or its own expense to be heard in any such proceeding* 

25. EOTICES. All notices, demands, objections er statanents required 

hereunder to be given or rendered to the parties berate Shell be deemed fully given 

if made in writing and personally delivered to the party or parties at their respective 

addresses set forth in connection with tbe signatures hereto er to the ratification 

or consent hereof or to sueh Other address as any such party may have furnished in 

writing to party sending the notice, flemanVI ef statsaaiit* 

26. go WAITER Of GsaHalH RIGHTS* ietbing in this agreement contained shell 

be construed as a waiver by and party hereto of the right te ssooit any legal or 

constitutional right or defense as te tee validity or invalidity of any law ef the 

State of yew MNd.ee> or regalatic*^ Issued ths round *r in amy way affecting such 

party, or aa a waiver by any auch partly of any fight beyond bis or its authority to 

waive. 

27* UMPOIMBLE £8LAI. All obligations under this agreement requiring tbe 

Unit operator to commence or continue drilling er te eperete en or to produce 

Unitized Substances from amy of tbe lends swajeot to this sjiiieesal shell be suispended 

while, but only so long as, the Unit Operator, despite the emtrclse of due care and 

diligence, ia prevented from complying with Such obligations, in whole or ia part, by 

strikes, acts of God, Federal, state, or anaiaipel law or agemeles, uaevoideble 

accidents, uncontrollable delays la trsasportetlen, lataility to obtain neoeseeJry 

materials in open market, or other matters bevoai the teasenable control ef the matt 

Operator whether startler to matters herein eemaersted er get* 

26. IOSS OF TITLE. If say Traet af ealtise* lead ceeees te have saff leleat 

working Interest or Royalty latereet cosadtted te this aariaaaiit to meet the eetaiitiens 

of section lU beeeuse of failure at title te aay party hereto, aach tract ehell be 

regarded as not committed hereto es mjf ?:00 *«a. ea the first day of the ealeadiur 

month in which such failure of title is finally determined; provided, however, tbat 

no such tract shall be so regarded if asms sea be requalified under said Section !k 

within ninety (90) days after tbe date an which such title failure was finally 

determined. If any such Tract cannot be ao requalified, gait Operator rm:osamte 

the Tract Participation of each Tract of unitised lead retaining subject to this 

agreeaent ao that such Tract participations shall remain la the same ratio one to 

another. Thereafter, Unit Operator shall revise exhibits C"l and c-2 conformably 

with such reeempatation. Bach such revised exhibit shell be effective at 7:00 a.a. 

on the first day of the calendar month in which such failure of title ia finally 

determined. 

If title to a working Interest fails, the rights and obligations of working 



interest owners by resec* of such failure shall be governed by the Unit Operating 

Agreement. If title te a Royalty Interest fails, but the Tract to which i t relates 

remains committed to this agreement, the p£jjllty Owner whose title failed shell not 

be entitled to participate hereunder ineeVar* «a ita participation is baeed en sueh 

lost Royalty Interest. 

m the event of a dispute as to the title to any Working or Royalty interest, 

or other interest subject hereto, payment or delivery on account thereof may be 

withheld without liability or interest until the dispute ia finally settled; provided, 

that as to State lend or leases, no payment of funds due the State of New Maxico shall 

be withheld, such funds of the state shall be deposited as directed by the Commissioner, 

all to be held as unearned money pending final sett1 masst of the title dispute and 

then applied as earned or returned in accordance with such final settlement. 

Unit Operator, as such, is relieved from any responsibility for any defect 

or failure of title hereunder. 

29. NONJOINDER AND SUBSEQUENT JOIRfimn* Any oil or gaa interest within the 

Unit Area not committed hereto prior to the effective date of this agreement may 

thereafter be committed, upon compliance with the applicable provisions of thia 

Section 31 and of Section Ik (TRACTS QUALIFIED POR PARTICIPATION) by the owner ox-

owners thereof subscribing or consenting to this sgreeammt and, i f such uncommitted 

interest is a working interest, by the owner of such Interest also subscribing to 

the Unit Operating Agreement. 

Such right of joinder subsequent to tbe effective date hereof aboil be 

subject to such requirements or approvals and shall be upon such terms and conditions 

as may be agreed to by at least 65 per cent of the then Voting interests of the 

Working interest Owners, and approval by the Commissioner, with appropriate revisions 

of Exhibits c-1 emd C-P, effective as of 7:00 a.m. on the first day of the calendar 

month next following such agreement by the working Interest Owners. 

After final approval of this agreeaent, joinder by a non-working interest 

owner must be consented to in writing by the working Interest owners committed hereto 

and responsible for the payment of any benefits which aay accrue hereunder in behalf 

of such non-working interest. 

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

counterparts, no one of which needs to be executed by al l parties, or i t may be ratified 

or consented to by separate instrument in writing specifically referring hereto and 

shell be binding upon all those parties who have executed such a counterpart, 

ratification, or consent hereto with the same force and effect as i f a l l such parties 

had signed the same document and regardless of whether or noi it is executed by all other 

parties owning or claiming an interest in the lands within the above described Unit Area. 



31• TAXES. The working Interest Owner* shell render and pay for their 

account and the account of the Royalty Owners al l valid taxes on or measured hy the 

Unitized Substances in and under or that may he produced, gathered and sold from tbe 

land subject to this agreement after the effective date of thia agreement, or upon 

the proceeds or net proceeds derived therefrom* The working Interest Ovnera in each 

Tract may charge the proper proportion of aaid taxes to the Royalty Ovnera having 

interests in said Tract, and may currently retain and deduct sufficient of the Unitized 

Substances or derivative products, or net proceeds thereof, from the allocated share 

of each Royalty Owner to secure reimbursement for the taxes ao paid. Eo such taxes 

shall be charged to the state of Rev Maxico or to any lessor vho haa a contract vita 

his lessee vhich requires the lessee to pay such taxes* 

in order to avoid title failures vhich eight incidentally cause the title to 

a working Interest or Royalty Interest to fail, the ovnera of (1) the surface rights 

to each committed Tract, (2) severed mineral or royalty interest in said Tracts and 

improvements located on said Tracts aot utilised for Unit Operations shall indlvidual.ty 

be responsible for the rendition and assessment, for ed valorem tax purposes, of all 

such property, aad for the payment of such taxes, except aa otherwise provided ia any 

contract or agreement between such owner* and a Working Interest Owner or Owners. 

If any ad valorem taxes are not paid by such owner responsible therefor when due, \ 

Unit Operator may* at any time prior to tax aale, pay the aaaa, redeea such property 

and discharge such tax liens aa may arise through nonpayment* m the event Unit Operator 

makes any such payment or redeems aay such property from tax aale, Unit Operator shall 

be reimbursed therefor by the working Interest Owners in proportion to their respective 

Unit Participations then in effect, aad Unit Operator shall withhold from any proc teds 

derived from the sale of Unitized substances otherwise due to said delinquent taxpayer 

or taxpayers an amount sufficient to defray the coats of such payment or redemption, 

such withholding to be distributed among the working interest Owners in proportion to 

their respective contributions toward such payment or redemption* such withholding 

shall be without prejudice to any other remedy, either at law or in equity, which may 

be available for exercise by the Unit Operator or by the working Interest owners. 

32. CONFLICT OF SUPERVISION. Neither ths Unit Operator nor the working 

Interest Owners or any of them shall be subject to aay forfeiture, termination, or 

expiration of any rights hereunder or under any leases or contracts subject hereto, 

or to any penalty or liability oa account of delay or failure in whole or ia part to 

comply with any applicable provisions thereof to the extent that the said Unit Operator, 

Working interest Owners, or any of them are hindered, delayed or prevented from complying 

therewith by reasoa of the failure of the Unit Operator to obtain, in the exercise of 

due diligence, the concurrence of proper representatives of the State of New Mexico in 



and about aa? natters m things coneerfiifig Wuie* it il n îtfA herein 'Mi luch 
concurrence be obtained. Tbe parties hereto, iialial&tvj the Oomelseioe, agree that 

all powers and abtnority rested in the Qnsmtstian in and by any prorialooa of thia 

contract are vested in the GoaMisalon and ahall be eaeftiaei by i t pursuant to tine 

provisions of the lava of tha State of Nev Mfcxiee end Subject, in any case, to appeal 

or Judicial reviev as nay nov or hereafter b* presided by tht lave of the state of Sew 

Mexico. 

33. NO PARTNERSHIP. It is expressly agreed thet tbe relation of the parties 

hereto is that of independent contractors and nothing in this agreeaent contained, 

express or implied, or any operations conducted hereunder, shall create er be deemed 

to have created a partnership or association between tee parties hereto or aay of them. 

3*t* BORDEN ACOOBMBTTS. Subject te the approval Of the Comaieaieaar, tbe 

Unit Operator, with concurrence of 75 per eeat of the titan toting Interests of the 

working interest Owners, |rey enter into a border•proteetion agreement er agreements 

with the working interest owners of lands adjacent to tee ceaaitted Tracts vith 

respect to the operations in the border area for the mar lane ultimate recover, 

conservation purposes aad proper proteetion of the parties ead interest. 

IN WITNESS WHEREOF, the parties hereto save caused this agreeaeat to be 

executed as of the date first above written and have est apposite their respective 

names the date of execution and the eddress of each of the respective executing 

parties. 

Date? 

Date; 

Ârtesi*,*H«w Mexico 



Date? 

Albuaueraue, New Mexico 

STATE OF NEW MEXICO ) 
g 88 

COUNTY OF EDDY ) 

On this /&tr day of yy^m^JL-r 19^*bef«r« ma personally appeared 
Vilas p. Sheldon end Betty Sue sbelaW, niswife, to me knownto be the persons described 
in and who executed the foregoing instrument, and acknowledged that they executed the 
same as their free act and deed* 

My commission expires: 

STATE OF NEW MEXICO ) 

COUNTY OF EDDY ) 

On this (_<p£~ d*y of ~pp,s%A&*~~̂  19o|rbefere me personally appeared 
Ro D. Collier and Jijnmy f. Collier, his wile, to"me known to be the persons described 
in and who executed the foregoing instrument, end acknowledged that they executed the 
same as their free act and deed* 

Ky commission expires; 

STATE OF NEW MEXICO ) 
; 88 

COUNTY OF BERNALILO ) .? 

On this £/. day of ' 7 Adj ) . 19at before ma personally appeared 

M. •'• ftoutti and Mary I. Smithi ( ... , his wife, to me known to be the 
persona described in and who executed the foregoing instrument, and acknowledged that 
they executed the seme aa their free act and deed* 

') , - /? ^yj . 
My commission expires; ,1 / / / 'L^t^yju. S.L'.- / '/ <^v^> 

/ y Notary Public ' ' 
i/ 

STATE OF NEW MEXICO ) 
j ss 

COUNTY OF BERNALILO j 
On this day of..., /./U< /.......... 196f before me personally appeared 

KJ tnieeio Miller to me known to be the personydascribect ih end who executed the foregoing 
tnatruaent, and acknowledged that she executed the same as her free act and deed. 

,--n 

M}' Commission expires; ) / / f £ s " / ^ i f ^ ^ r l r ^ . . J~ L k ^ ' 'C71*"": 
'* ' 7 " * tetary fubl& 



STATE OF KEV MEXICO ) 

OOOEfY OF EDDY ) 

The foregoing ins&ruasht was acknowledged before aa this *f day af March, 196$ 
by Heil B Watson and Ruth A. Watson, his wifs. 

My commission expires: 

DBA Earaey 
Sd Ehrsay 
under a 

Trustee Aa êeeaat dated 5-l©^tf providing for the 
operation of tat at/* m f a m y S , fevaahip 17 
South, Aaafe 29 aaat! for and''4jt beaelf oi' Harold 
tarsoy, Oeerge M* ©swell, W. 1. Sasher, Bethlehem 
Steel Coapaay far taa account aTe. 1. TaJJaadge, 
p. J . ridel, feslm* Methria, Margaret Bolccs*. 
Oay flatpsard^ pdajsafii ft. Luchini, J . p.. Batier, 
^ fa**«gja*ia^^ 0. D. Maey. 

STATE OF HEW MEXICO) 

COOHTY OF EDDT ) 

The foregoing ins&rvaeat va* acknowledged before ae today day of 
1965 by Harold rjarsey;-ladiTiduallyi and for lereld Kersey Ota lertey and Ctmpoaf/acilag 
as Trustee under a Trustee Agreeaent dated 5-10 so providing far the operation of tha 
SEA SVA Section 32, Townsafb 1? South, Rang* pa tost, for end An behalf of leral* awreey, 
George M. Cove11, W- L- Shaaer, Bethlehem steel Company for the account of c. I-
p. J. Tidal, Thelma Me tor in, Margaret Hole cm*, gey Shepherd, fa jasmin D. Lucbial, J p. 
Butler, pj, peso aetlcntl Beak end Q^'taiay)^ mti ess > also acknowledged by Mary Biles aercey. 

My commission expires 

STATE OF HEW MEXICO) 

CXJuVTX OF OTERO ) 

v/ The foregoing instrument was acknowledged before 
19̂ 5 by Thelma netbrin. 

this 

My ccamission expires 

STATE OF HEW MEXICO) 

dboRTf OF OTERO ) 

\ ] The foregoing instrument was acknowledged before 
1965 by Margaret Holcomb. 

My commission expires: fa /z>^/4 { 



SOS-WTOGIG mwm OWWERS JOIHQER 
XI UIXT AGRBKMPrr OLD LOCO OUT, aDD* COUlTY. HEW MEXICO 

1 11 

WHEREAS, the undersigned has received • counterpart of an instrument entitled 
"Unit Agreeaent, Old Loco Unit, Eddy County, lev Mexico", providing for tne developaent 
and operation of 720 acres, aore or less, in Township 17 South, Range 29 East, I.M.P.M. 
Eddy County, lev Mexico, as to the "Unitized Formation' as said tera is defined in 
said Unit Agreement which was executed by Tiles p, Sheldon As the Unit Operator to 
provide for conducting secondary recovery operations and 

WHEREAS, said Unit Agreeaent provides for counterpart execution and by other 
instrument agreeing to be bound by tbe provisions thereof and 

WHEREAS, the undersigned Hon-working Interest Owner whose Interests are defined 
in said instrument and exhibits thereto, desires to ratify and consent to said Unit 
Agreement by the execution of this instrument, agreeing to be bound by tbe provisions 
thereof. 

HOW THEREFORE, in consideration of the preaises, and of the mutual advantages 
to be secured by all who become parties to said instrument, the undersigned Ron-working 
Interest Owner does by these presents agree to be bound by and dees expres ly ratify 
and consent to all of said teres and provisions of the aforesaid unit Agreeaent. 

EXECUTED this day of 1965. 

STATE OF ) 
t 

COOHTY OF ) 

The foregoing instrument was acknowledged before me this ;-,; • •" -f day of 

, 1965 by 

My commission expires; 

My ^ r z hr.;3r> ?! » ^ I c W W i l e 



5 

TJ mt ACREEMFJ7 OLP LOCO UIIT, BOG* COJIW, *TW MEXICO 

WSEREA3, the undersigned has received a counterpart of ao instrument entitle* 
Unit Agreement, Old Loco Unit, tody County, tow Maxico", providing for too davolopatet 
and operation of 720 acres, more or less, la Tmasaif 17 South, Snge 29 test, X.H.P.M., 
Sddy County, Rev Mexleo, aa to toe Unitized Forestleu" aa aaid tera is defined ia 
said Unit Agreeaent which vas executed by Vila* P. Sheldon aa tbe Unit Operator to 
provide for conducting secondary recovery operations; and 

WHEREAS, said Unit Agreeaent provides for ftouaterpsrt execution and by other 
instrument agreeing to be bound by tlie provisions thereof; and 

WHEREAS, the undersigned Son-Working Interest Owner whose interests are defiaed 
in said instrument and exhibits thereto, desires to ratify and oonaent to aaid unit 
Agreeaent by the execution of this instrument, agreeing to be sound by the provision* 
thereof. 

BOW THEREFORE, in consideration of the premises, aad of the mutual advantage* 
to be secured by all who becoae parties to said laatrvaaust, the undersigned Boo-working 
Interest owner does by these presents agree to be bound by end does expressly ratify 
and consent to all of said terns and provisions of the aforesaid Halt Agreement. 

/ 

STATE OF New Mexico ) 

COUHTy OF CHaves ) 

The foregoing instrument was acknowledged before aa this t 7th day of 

*Uiii , * b y uflnhfrict. J. T.pirmar.i 

p>,T,m-,iPflti of Leonard Oil Company 

a :\,..v,,-,,% Corporation, on behalf of said corporation. 

My cowulesion expireat 

:..arc> 14, I T ; t»^ary .Pulfe : 

-TAT* OF ) 

COURT* OF ) 

The foregoing instrument we* acknowledged before ae this day of 

, > 196*, by . 

My comwi:?r:io{i expires: 
Rotary Public 



v . . Z 9 tiio isi&rsisasai \vs& ffooagtsft a ^ M ^ g m t t of ea lastracsat sa^it&ii. 
/ - . .^ ; ; .y~- i , OM Lo«© Unit, Buy C - . ^ r ? i ^ i e s s % psavldiag t&» tew&zzzi&i, 

i-si of 720 acres, Esror'er loss, to'23¥»eaip l?'S&ttia, Basŝ a £9 East, I L S ^ . : . ^ 
l.t£y couaty, How Kszieo, as to t&i. *Usifci««d ?«raatioa" a i said tessa is aofiaod ia 
esdd Uaii i c r ' ^ ^ n t v&ica was executed fey Vilas F« .heldon aa the ©*ii. Spssf&tisr 
>ir,vvid3 for ccaductlag secondary recovery -cperaticaaj tad 

t'Z.'-UO, aaid'imit ^eoasat provlSas for eou^rpart 
i i - i - i e^pooiag to oe bound by the 'proviaioas tS^reaf} a? 

end by otisa? 

L,_:;.33 seiid Bait Agr-sasssit j^osliSia for essat®rpart execution 
to be bound by ths provisioca'1 tberatof i aijd 

li::.:cri-l3s She ©sderstsoed soa-working Interact ©waer vboao tefear^ots-ore d s f i o ^ 
2ii £.aid i ^ i n s o n u esd exhibits fck&r&to, desires to ra t i fy- aM esasesS to' said $3 i i 

art |>y t i a .oseeutloa of this dsatffwsssEJt, sgreoieg to.b@'b©iml by t^a-prwlQie^ ' 
•v. _\ 

cnyi£5r.2, in consideration ct tha premises, and of ths tsataaai advoatccoc 
V3- &J secured by a l l who baceaei pcrfeiss to said iastirussnt, t i » ttnd«rsisnad B<»-%r:£i-LS 
X^C^ca-i Cw'iî r £cos by these pree^-ia a^ree to be b&mi by aM doe* caries* sly ra&iiy 

i-svri to a i l of said teres assi psoviaiea* of tlie aforesaid wait ^es^ar^. 

this day of 

J2s 

Vera L* Bal&gcr 

) 

Eis feregoing iastrumat vas aeSsovledsed before eo this 
, 196a# by . , 

day ct 

j ^ T ^ & t i e n , «a bebaTJTbf' s'aid/cori^SSbsx» 

bd^~be££**--ee this .. • • • dsyjcf " 
:;h L. B&lager aad Vera &. IJalagai-
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mm-mKsm mam warn *>mm 

w wn mmm mtmmn̂ m mm§ m unco 
immAZ, the <*nder*tgeed to** received e eeueaeraart ef ta ieetr̂ sMet entitled 

Unit A#>aamsai, 014 tern Unit, tddy Ctaatr, It* aasice , providing for tha devei*̂ *ent 
&eu d£«rstioa ef Tifi acre*, mora or leas, in lewathlp 17 geetb, Rang* i$ East, t.ft«P»t*», 
BJdy County, *e« Mexico, aa ta taa 8nitl»ed Forastien aa eel* tera 1* defined ia 
aaid Ueit Aâ oaaant whieh waa executed ay files P« geelden aa taa Salt Oaarator ta 
provide for eeaauctlng secondary recovery eaaretioaaj aaa 

% s«44 Unit Asjreeaaat srowlooa far »awat*nkanr% esatcution aaa hy other 
instroaent ŝ reeiag to ho hound hy taa previsions tbereof| tad 

xm&&s&t said unit dsreeaeat provide* far eetatterpart eaaeutiee ami ay other 
ia*trvsa*nt agreeing te be hound ay the provision* thereof % aad 

W t e , the llneereifaed *oa~v«r*iag latereaa Owner whoa* Interest* ere defiiaaa 
In **ia ^trammt and exhibit* thereto, deairea te ratify aai aaasaiit to sell JJmlt 
^naeaê t by tJ;s» eaeemtioa of this ttMstruaeat, agreeing ta be bemad by the provision* 
thereof, 

KO* V&mztmt, la eeusiderat&ea of the prealaet, aat ef tbe eatual advantages 
to be secured by all who hetfoe* parties to «aid lsurtt\mmttt, the vevjerelgaed ŝ Hrferfcing 
Interest Qvner doea by those pre aeet* egree to be baaed by aat dees expressly ratify 
and co***«t to all of aaid tera* sad prevision* of ttm aforesaid Halt /^rseeeot. 

tmmm thi* 1 3 t h day of. _ * 

>. J . Vidafl 
4. ..•"? -

7 ^ 
Lucille Vldal 

oy . N a w ft<,xico ) 

£0fi*iTr OF McMnl-y ) ll 
The forego lag iestrueeet was aofeaowledged befere ae tals 13th day of . 

ilulx— — , — * *9&*> nyddsl ,anrl ,uurl l la,.M,idal, —:— * « 4 
~ " " ~~ " """"*"~l^orporatioa« ee behalf 'af soJUTcarirer^ 

DQT ceaalsalea expires: 

STftTt 03? >w Mexico ) 
I 

50HKT3T OF »oi\inl*y ) 

mmrmsst 

Ttse foregoing iastrueeat was aeaaewl edged befere ae tal*__ ĵ h .̂™, of 

- m l * ~ _ - _ . « . * •»* Pi ,»T« ¥ia«,1 aafl LuciUl yjdaL... 

m coaai»*4e» easpireai / <\ \\ /_ 

fcOary Publie^ 
My Commission expi'es, AUK"-' u -



in UIIT JumiwwT ouo w> TO# iow opwrr, gov mraco 
WHKKKAS. the u*der*igned be* reeeivee a ©e*mteW|*«% 

"unit Agreement, OU toco Belt, a**> OBe*ty# WnHm% ffoviaiag for tk* 4eveleyee.it 
and operation of 720 eeree, aero or laat, ia Township 17 aeete* P ^ 29 lest, aVikP.e., 
Body County, Pew Mexleo, or to tht 'TJaiUsei *eraatiimV' ei seli term le defined to 
•aid unit agreement which vaa exeetttei ey Tile* f. imejaea to ta* felt Operator to 
provide for conductlag seeosmery recovery operation*) aai 

WSBBUUS, said Onlt Jjj eaeiiit provides for ooaoterpert execution and by ether 
instrument agreeing to be bound by the provi»lon* tamreofj * 

undersigned xon-v»riing Interest Owner who** interests art defined 
in aaid instrsamnt and exhibit* thereto, desire* to ratify aai aeaeent ta tal i Unit 
Agreement by the execution of thia Instruueat, agreeing to be bound by tee prevleloa* 
thereof* 

BOW TfiataOPOBI, in consideration of the preaiMs, aai of the mutual advantage* 
to be secured by a l l who become partiea to aaid instrument, tea undersigned yarn Worblag 
Intereat Ownar docs by these presents agree to be bound by aad dee* expressly ratify 
and consent to a l l of said term* and provision* of the eforeeaid Halt 

EXECUTED this day of 

ATTE3T: 

j 196*. 

Sate 

a taa 

SXAS OP 

comm OP <***£^ ) 

, The foregoing instrument was acknowledged 
^eJnjA^v^ f 196a# by 
L 

day af 

corporation, on of laid corporation. 

My conmlsslon expires: 

Mary Public 

3TABE OP N H W Mexico ) 

QOBaTr OF Sddy j 

the foregoing instrument vaa acknowledged before me this 11th 
of Fsbruary , 19& by .0. BV Randal and Clarice A. Randel 

day 

ay ooamieaien expires: 

STATE OF Mew Mexico ) 

COUNTY OF Eddy ) 

tery 

The foregoing instrument was acknowledged before me this 8th 
&M£h >1965 by J.N, and Margaret Hightnwgr. . 

Hay of 



BCM WPflKlMU ltttaaof1 9)191 491MM 
» xmvt Mmta/LWSL* eta met *VHL tact omtf • tew ttxxco VOTaVaV l»**wMeaW!eetBaajl « a w *mae**sF ?*aa)*a*e j*. aaaaarat aawwpaa *>** p eeaaw eaaeeaewar 

vr̂ swus, aat imw*r*iiwe taw maliet a iiiaatafjirl at ta iMtnoam eatltleit 
'Unit wmmxl, Ola tarn Halt, Mdy caaaty, taa »**i*e # xrovldlas far taa auralooojoat 

and operation af ?<& eere*, aava ar leee, la tewaahii 1? taata, teat* s£ Eaet, W-M,fM*t 

tady ceuety, *** Maxico, a* te th* Qettlaet raceattlea aa aalt tera ie deflate: ia 
aaid gait ««raaaaat eaiaa wee executed ey file* t* tiaaldea aa aaa Salt Operator te 
provide far conducting aaeeaaery recovery operetloae) eat 

w?aaBU/i., aaid Halt aareaamt previae* far aeaataryart eeaeutlee aft* ty other 
iaatruaent etreeiat to ae bound ay the provision* tiieeeef) aat 

sfl?Stfi**?, tite uneereieaed *ea*werkiai Wterea* Cvear waaee iataraeta ere defined 
ia aaid laetaraaeat aad exhibit* thereto, deelraa te tatify cat Hwiiat te aaid Halt 
aaraaaeat ey tbe execution ef tale Uwtriaaant, egreelat ta ae beexe by tee pj*evi»ioe» 

IB* vmsmom, ia eowiderstioti ef tat prealaee, eat of tbe autual advantage* 
to be a*eared by ell *be beeeme parties to aaid liistraaaatj tae aateraigeaa eea-wortiaf 
Interest Owner dee* by these present* agree to be beaed by aat dee* expressly ratify 
«ad eaaeeat te ell of said tera* ead prevision* of tbe aforesaid vait sgreaeeat. 

f 

j 

m om® this r t u ,**# of r , M lf6*»; 

"77/ 

Irene Cowell 

mm or ) 

eoom or ) 
Iba foregoiat iastrueeat w«o aeHoovledged befere ee tht* , day ef 

, 19aVf by ~ — — 
ef 

oorpereflea, ea beaalf '«af said corporation. 

ay eceadaaioo expire* t 

ltat«ry~K»biic ' ' * 

ptot or ) 
t 

ixxstm or ) 

fbe foreaolag lastrueeet wee eoaaowl*i#td before ae tale • day 
of * IS*** by George M. Co'»eil ana l^ene ObOe'il" 

m eaaalefeion expires r . t , . r :;„ , 
P*tary pealie 

'Si ' - k ^ ^ 



NON-WORKTJO DIIKRIST OWHKRB JOJJUSH 
IN UNIT m m m OLD LOCO UNIT, mm ctjuimr, REV MBXICO 

WHEREAS, the undersigned has received a counterpart Of aa instrument entitled 
"Unit Agreement, Old Loco Unit, Eddy County, Rev Mexico", providing for the development 
and operation of 720 acres, more or less* in Township 17 South, Range 29 East, N.M.P.M. 
Eddy County, lew Mexico, as to tbe "Unitized Formation" as said term is defined ln 
said Unit Agreement which was executed by Vilas P. Sheldon at th* Unit Operator to 
provide for conducting secondary recovery operations; and 

WHEREAS, said Unit Agreement provides for counterpart execution and by other 
instrument agreeing to be bound by the provisions thereof; and 

WHEREAS, the undersigned Hon-Working Interest Owner whose interests are defined 
in said instrument and exhibits thereto, desires to ratify add consent to said Unit 
Agreement by the execution of this instrument, agreeing to be bound by the provisions 
thereof. 

NOW THEREFORE, in consideration of the premises, and of the mutual advantages 
to be secured by a l l who become parties to aaid instrument, the undersigned Non-Worklag 
Interest Owner does by these presents agree to be bound by and does expressly ratify 
and consent to all of said terms and provisions of tht aforesaid Unit Agreement. 

EXECUTED this ^ k / , day of / T ? * ^ , r > J ^ 1965 

STATE OF NEW MEXICO ) 7 

COUNT? OF dAdc l -̂ j 

Tbe foregoing Instrument was acknowledged befere ae tola | ̂  e day of 

My commission expires; 
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»mm^ eat 
mm ^MRMt, OM UK& Unit, saey t~a»«t» 

ea* e^etiea af HO aeree* aere er 1**** 1* 
R*S4y asasty, mm$m, m te tat Haiti*** 
««M Halt £§rteaeet waiea wa* eeeftwte* Ur Yi lM 7' 
p » s # for 

1? £9 BtJt* B^.F.Jt,, 
i t defines ia 
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te ee m$mm by e l l woe ' 

ay 

te aU ef seta 

'TO32f® tale 
» l»eV 

Donald Brown 

Merle D. Brown 

3 

<awmr oy ) 

1/ — . . — ^ ^ 

eeryareaSrie^^ 

}*/ eoaaiaeioe ea&lreeg 
n ^ S T f e a B r 

sowar OP j 

^ £̂,:,4jfeh_ «ay ®*' 

m ».oaai*elaa «a»*ree» 



NOM-WORJCDK} WSSS^i OWNERS JQIfflSR 
IN UNIT AGREEMENT OLD LOCO UNI^ EDDY COUNTY, NEW MEXICO 

WHEREAS, the undersigned has received a counterpart of an instrument entitled 
"Unit Agreement, Old Loco Unit, Eddy County, Nev Mexico", providing for the development 
and operation of 720 acres, more or less, in Township 17 South, Range 29 East, N.M.P.M., 
Eddy County, New Mexico, as to the "Unitized Formation" as said term is defined in . 
said Unit Agreement vhich waa executed bp: Vila* p. Sheldon ad the Unit operator to 
provide for conducting secondary recovery operations; and 

WHEREAS, said Unit Agreement provides for counterpart execution and by other 
instrument agreeing to be bound by the provisions thereof; and 

WHEREAS, the undersigned Non-Working Interest Ojper whose interests are defined 
in said instrument and exhibits thereto, desires to ratify and consent tb said Urit 
Agreement by the execution of this instrument, agreeing to be bound by the provisions 
thereof. 1 

NOW THEREFORE, in consideration' of the premises, and of the mutual advantages 
to be secured by a l l who become parties to said instrument, the undersigned Non-working 
interest Owner does by these presents agree to be bound by ami does expressly ratify 
and consent to all Of said terms and provisions of the aforeaaid Unit Agreement. 

EXECUTED this 5th day of j 1964. 

ATTEST: By: ̂ '?f/ 
OIL * REFINING COMPANY 

AGENT AJftD ATTORNEY-IN-FACT 

STATE OF Z l ^ 4 ^ J ) 

COUNTY OF l l ^ ^ i ) 

The foregoing instrument was acknowledged before me this __-<'jt/̂ , day of 
J~y> , 1964, by^_ fi licaruthe* 

a f , J corporation, on bSaalf Of tdid corporation, if 

My commission expires: J*-*'** ̂  <E^~*~M^<*~ cZM^-tx^/^) 
1 Notary gublio t V A , , M A ~ 

•VALINA EDWARDS Notary Publk: 
STATE OF ) MIDLAND COUNTY, TEXAS 

COUNTY OF *) 

The foregoing instrument was acknowledged before me this day of 
• , , 1964 by , ' , / 

My commission expires: 
NoVary public 



NCW-wTJRKIKO IHTJBRBST 0mmtB8 JDTJDM8 
IH UNIT aJREEKUT OLD LOCO wtIT, EInV COUNTY, NEW MEXICO 

WHEREAS, the undersigned has receive* » counterpart if cn instrument entitled 
"Unit Agreement, old Loco Unit, Eddy County, gov MexicoV providing for tho development 
and operation of 720 acres, more or less, in Township It Bouth, Bongo 29 East, BJUP.M., 
Eddy county, Nev Mexico, as to the "Unitised promotion'' as said term ls isflaat ia 
said unit Agreement vhich vas executed hy Vilas f • AelaOh as the Unit operator to 
provide for conducting secondary recovery operations; sad 

WHEREAS, Bald unit Agreement provides for counterpart execution aad by other 
Instrument agreeing to be bound by the provisions thereof; and 

WHEREAS, the undersigned Non'-Working interest owner vboae interests are defined 
in said Instrument and exhibits thereto, desires to ratify and consent to said Unit 
Agreement by the execution of this instrument, sgreeing to be bound by the provisions 
thereof. 

NOW THEREFORE, in consideration of the premises, sad Of the mutual advantage* 
to be secured by all who becoae pertles to Saldinstruaeat, the undersigned Ben-Work ing ' 
Interest Owner does by these presents agree td be bound by and does expressly ratify 
and consent to all of said terms and provisions of the aforesaid Unit Agreement* t 

EXECUTED thia AS~* day of March 1965 . £Mt* 

STATE OF OKLAHOMA ) 

COUNTY CP OKLAHOMA ) 

The foregoing instrument waa acknowledged before sm this 
March. JO** by JkMM ^ 

President of KejgSMoQefe 013 on bonnlF or" sail 1 cerpersiionT 

day af 

us trie B , inc. 

My commission K x p i r e s : ^ ^ * ^ / ^ / ^ 

STATE OF 

COUNTY OF 

The foregoing instrument was acknowledged before me this 
^ , 1963, by " 

day of 

My commission expires: 
B o ^ f b a l l e 



NON-WORKING INTEREST OWNERS JOINDER 
IN UNIT AGREEMENT OLD LOCO UNIT, ETJCT COUNTY, NEW MEXICO 

WHEREAS, ths undersigned has received a counterpart of an instrument entitled 
"Unit Agreement, old Loco Unit, Eddy County, Nev Mexico", providing for the developaent 
and operation of 720 acres, more or leas, in Township 17 south, "ange 29 East, N.M.P.Mo, 
Eddy County, Nev Mexico, as to the 'Unitized Intimation" aa aaid term is defined in 
said Unit Agreement vhich was executed by Yilas p. gheldon aa the Unit Operator to 
provide for conducting secondary recovery operations; and 

WHEREAS, said Unit Agreement provides for counterpart execution and by other 
instrument agreeing to be bound by the provisions thereof; and 

WHEREAS, the undersigned l'on-working Interest Owner Whose interests are defined 
in said instrument and exhibits thereto, desires to ratify and consent to said Unit 
Agreement by the execution of this instrument, agreeing to b* bound by the provisions 
thereof. 

NOW THEREFORE, in consideration of the pranises, and of the mutual advantages 
to be secured by all who become parties to said instrument, the undersigned Non-working 
Interest Owner does by these presents agree to be bound by and doeB expressly ratify 
and consent to all of said terms and provisions of the aforesaid Unit Agreement. 

EXECUTED this 2? day of March } 

STATE OF TEXAS ) 

COUNTY OF HARRIS ) 

The foregoing instrument was acknowledged before ms this 27th 

March , 1964, by U S, R̂ ed, president 

day of 

Delaware 

My commission expires: 
June 1, 1965. 

<* fl»*ai. nnit ffl**»«ifl rnmrnnY 

) 

Corporation, on behalf of said corporation. 

/ 

rt Tt „..,-•> 
Hotary/fubUc in aWJ I6f Mb™ ' 

<s County* Texas. 
MARY H. SOUTH'/, 

Notary Public in and for Harris County, lexdt 
My Commission Expires June 1, 196b 

STATE OF 

COUNTY OF ) 

The foregoing instrument was acknowledged before ms this 

, 1964, by . * 

day of 

My commission expires: 
Notary Public 

y 
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NON-WORKING INTEREST OWNERS JOINDER 
IU UNIT ACREBMEMr OLD' LOGO JNIT. EDDY COUNTY, MSXICO 

WHEREAS, tbs undersigned has received a counterpart of en instrument 
entitled. n \ M i t Agr®«8aent, Old Loco Unit 8 Eddy County4 New Mtoctc©, providing i&x 
the development tod operation of 720 acres, mot® or less, ir. ?evi**Hip 17 South, 
R«nge 23 l a s t , SJ.M.F*M., Iddy County, New Mexico, aa to tbe "OnitiRed Format ten' 1, 
as said t t m ia defined i n aaid Unit Agreement vhich vaa executed by ?il*s ?, 
Sheldon as eh® Unit Op@?stes to provide fo r conduetiag meowM^ rt-covery operas £«wa» j 
a»4 

WHEREAS 8 aaid Unit Agreement provides for counterpart ajsecuticn and hy Qfch&t 
4ns£rweneagreeing fc® be kmtnd by th© provisions thereof j and 

WHElSASj th® undersigned N@m«-W©rking Interest Qmtmx is th® swesesser to 
tbe interest* sat out i n aaid Uteit Agreement of Texaa Gulf Mia«r«lg Company, 
and i n such capacity deeire* to r a t i f y and coneent to aaid Uri t Agreement by 
th® execution of this i©stryssssra£>? agreeing to be botsed by the ©r-wiaions thereat r. 

N0Wf THKUFORS, i n consideration of the premises, and of the mutual ad~ 
vsRf age® fc© ba aaerared by a l l who become parties to said instruEwtrit r she under-
aigevscf NcE^orkitsg Int®rest Owmt does by thaee presaats agree £-3 fees bouad by 
«nd expressly rsfcify ®ni e@»sesit to a l l @f #«id taras and p^ovfsslons of 
tha aforesaid fJsdfc Agreement • 

CfSIBRrf Of TARRANT 

The foregoing inatruwinfe 

Atto^ay^is 

: ! $&^erejfc1&n:jrtl9» behalf »«xa ec 

- T H O F A PRATE? 

NOIA34Y F-tfg&IC 



H0M-WORIQKQ XMTEFJK QMtOBRS ffliUMDgR 
I I OMIT AioREIMUfT 0X5 LOGO VKV!r WLtttt COUfTT, HEW MEXICO 

WHEREAS, the undersigned has received a counterpart of an instrument entitled 
"Unit Agreement, Old Loco Unit, Eddy County, tat Mexlcs", providing for the development 
and operation of 720 acres, more or lass, in Tovnship It South, Range 29 East, I\M.P,M. 
Eddy county, lev Mexico, ae to the "Unitised flstfmstion" t i said term ia defined ln 
said unit Agreement vhich vaa executed by Vilas p. Sheldon as the Unit operator to 
provide for conducting secondary recovery operations; ami 

WUREAS, said Unit Agreement provides for counterpart execution and hy other 
instrument agreeing to he hound hy the provisions thereof; and 

5 i 
WHEREAS, the undersigned gon-yorking Interest owner whose interests are defined 

in said Instrument and exhibits thereto, desires to ratify end consent to said Unit 
Agreement by the execution of thia instrument, agreeing to be bound by the provisions > 
thereof. 

aW IEEREPORE, in consideration of the premises, and of the mutual advantages 
to be secured hy all vho become parties to said instrusmdt, tat undersigned Ron-Working 
Interest Owner dots by these presents agree to he bound hy and dees expressly ratify 
and consent to all of said terma and provisions of the aforesaid Unit Agreement. 

EXSCfftSD this flay of ^fiA4^> * 1965. 

C^lMIfaaL Oĝ COMPABT gORM APPROVED 

STATE OP ) 

CODTO OF ) 

The foregoing Instrument vas acknowledged before me this day of 

1965 by, , 

Ky commission expires: 

goiary' frubllc 1 f 

STATE OP ^U^M^LX ) 

coum O F C ^ ^ - j 

The foregoing instrument vas acknowledged before me this / \ 5 day of 

ATTORNEY IN npr o f ^mmMmMLWm^MLoom^ 
- - . i n . i n I ll 1 I i n - • 1 * 1 ) 1 1 1 1 i l H I llllll— II t l III Tl I 11| HI I ' !•• | i , „ . 

f̂ ^$ ĵ̂ L^~*y -̂̂ -—^ corporation, on behalf of said corporation. 

lie" 

My commission expires: ^ 



IIIMllf l 
jmmmt 

eaekefe #*mmmmt mmWtAma 4JttMaM ''gavwaawriattJfc n^aaja**fĉ aW 
^ ^ • • F •arê e'ey ^^B«VHKJ| -ojMeaPa* • IB^^MBV*) Jf iPflp^ â aWaaarÂ a-SI Iptff 

wsiBSAf, to* uiviettiiaaoil bat realtvod • 
aCroepeat, 0U fee* *»*t# tody Couelby, i n KMls*** 

af u iewtraabttt entitled 
fit* that ddejilofenxt 

aid operation df m Mti •* 1MI| 1* iMMpi if 1<WA| *«*•» *eetf t.M.»4t» 
Mexico, ti to too ^t i ted pee*e*4aa* ai eaii S i Aft defined la yidy con***, te« 

told Ottit Aejreaaoat vhich vas executed by Yilae > 
provido for conduction Meondmr/ rooovorf 9*e»«*UftiJ 

itjgidgg 

it i l l 
i l tho ©hit Operator to 

VEaHIAS, aaid tJhit Jtroaaant provide! ft* e*tato*»trt exeeutlea odd by other 
inatrunent agreeing te ho bound by tho vroviaiooa thftrwiff and 

i n t o , tho undersigned goo-noriiag Intardat omut tooaa iateresta aro doflaed 
ia aaid iaetrieeat dad exhlbite thereto, desirea tt retti? Mai eaagaat to aaid fait 
agjioaaiit oy thai oajtoutloa ot tola inetrtaeent, agmlag t i t i hound by ib* wotiaiiaod 

•DW TMbWaV ia oaasldorotloa ot? tho praaiMt, aa* of tba etttaal 
to ba secured by all aao became parties t i aild laftaamtat, Hat uaê slgnev •M-VoridLag 
latereet owner doea by theae presents afro* tt W beemd by did dooa exareial* ratify 
aad eoaeoat to all of aaid teraa aad provisions of tin arafiftiii Halt agn ——. 

thia ^ / ^ T : 4ey i f U k L * e s s & L - , 1|69. 

IlfcUACO OIL COMPANY 

dJtfc ArrotofET-IN.FACt 

OAS OP ) 
v ... ' t 

Sbo foregoing iiietnaaaa> taa ssbawaslgo. soforo ap tale S / x C t oa* i f 

AflMfrt A*B AttttWMif-IX-JACr . 

Of WNtCO Oil C6MfAWf 

Oarporotioa, aa behalf if aaid corporation. 



WKXXJU IRBKIBT OaOTRS X>HX0 
9 VBXiWBtR AD (HI MmtDR NttSNsT 

VBZRIA8, the undersigned has received a counterpart of aa Instrument entitled 
"gait Agreement, Old loco Unit, Kddy County, Son MomieoM, providing for the development 
aad opera**** of 720 acres, more or less, ia Tovnahlp 17 South, Bang* 2$ Eaat, IJM.P.M., 
Eddy County, gov Mexico, aa to the "Unitized Formation'' aa said torn i s defined ia 
egid unit Agreement, and a counterpart of an inatruaont entitled "gait operating 
Agreeaent, Old Loco Unit, Bddy County, gee Mexico", hoth of which vers executed by 
Vilas p. Sheldon ea the Unit operator and aa a Vorkiag Interest Owner, to provide for 
conducting recovery operations; and 

VJBSBXAS, aaid Unit Agreeaent and Unit operating Agreeaent oanh provide for 
counterpart execution and by other instrument agreeing to bo bound by tho provisions 
thereof; end 

VflFJUtt0, the undersigned Working Interest Owner whose interests are defined in 
said instruments aad exhibits thereto, desires to ratify aad conaeat to said gait 
Agreement and tftilt Operating Agreement by the execution of thia inetrtanent, agreeing 
to be bound by the provisions thoroof. 

•Ow, THEREFORE, in consideration of the premises, aad of the mutual edvantages 
tojpe secured by all who became parties to said instrument, the under signed vorklng 
Interest Owner does by theme presents agree to be bound by aad does expressly ratify 
and ternsant to a l l of said terms and provisions of tho aforeaaid gait Agreement aad 
Unit Operating Agreement. 

tXMCUTlD TBI8 30th day of March , 1965. 

ATTEST: 

8Xe£g OF Arizona 

0Q01ST OF Mohave ) 

The foregoing Instrument vaa acknowledged before me thia 30 th day of 

March , 1965, by Roland McLean and Frances M. Mclean 

My commission expires: 

June 24, 1966 • - . —*̂ 



©IB WO® Wm^ i i i GSM^ 8DSB C3MS!@ 

KSisssp&gp life «avte®i^i4 g-©®©!^©®, © ©i^gs^gi?^ ®?? m im^m^si^ miOMMi 

-«ju. im%mm<m%® &s& ssMMfci ^tes1®^®^ $&f§l3?©© $® g>®&iS^ <»M ®8>®i§@?& $® mM W*&% 

l # iMâ sojKitgl-, Im ®§g©M^^4@® ®£ ^e gs®ii&*©gfi ®f rascal atr®gffe@@s© 
«® T°<$ &&«w?<3fL l$w &± ssi® teegsss ̂  „ - ^ _ 

, . " » j - - f f r — 

7~ W^^fW<^&^ c/ 



wsmm mmmm mm& Mmm 
a mm mmmm m mm @mt&m mmmm 

@» «gz* H (mm o mu mem 
mimm^ imteslrgssal !w» seoaftvag a ©®® f̂«!!F% off aa iMtf'^a* autie&a*; 

sait Asr®«^Kit? ©M I M Unit, jgg^ aniatgr* lav n&xleo' , ggmM&M for «ha tei^n*!** 
aaf, operation ef 73® ©sre®, w@m m 3fe®s% Is !©TO*mi» i? Qnftkp mam 3& I**** »eMof eH<>, 
gd% county, low iiaaloef aa « » :llaltiaa4 faaamuaa1-' ag amM &§sgm is «aftoe* la 
SM*M lait Agyseffl̂ stj, ®ssl a to*satopg?fc af an Sisafe^s»«t ew»«$£*« "IMt 
4Mp7aana«t, QM> L»ao Vatfe, toty Caaafty, law Msst@® b©$h af «Mek wt3?# rissteatiNl ly 
iiJUfeg P. SlbaM@s as fttaa Unit 0$as?8st@r aM aa a washing £n&®ar«#% Onm, t» prwii* for . 
eoadxKsting recovery o$e#at£eaa; ««£. 

ieUXKAS, sail. Wait Mgpwmafc tm& Oalft Opsspa&ins ag«i«8a»s& oi&te jarwlgo fier 
e«*sfe«rp«srt amcatioa ana by @$l»r tastsnsasmli abasing *© be %@m& % tea grsv3«i®R» 
'fete-©of ̂  and 

fcBS»M% ths una»¥slgji*s wooing latjavajat Owner vJayja istsg^sta aro def&sad te 
eaM Iwstna^ts sea sasMMts thjerot©^ Aaaivaa to raster <assft a®»s<§ag& said Unit 

end Unit Opssrggfci&g ^p^ararat fey tta oisesution off %feis lawtansaagfe, *g$mim 
to "@« bound by the piwiaions f̂essgroaf ® 

S©fct 'mmmm;? in ee^iSerf&ia© @£ pgtMtiaaag of WS$*MI1 eAvaafaaae 
to t>- seewrad by all Wmm forties to feid&triaaanta tl*a tt«§«r®i#sM working 
fiftoreet owner does hy tbsaa pffssosfea agree to bo hound by aM doe* «9tpR***ly ratify 

consent to aU of aaiA taama *#& pwiatona ®£ the afl*«vMal4 fa&mum& ms& 
UHit Operating Agrseaasats 

EKEOJffiî  thia 

* f B f i 

«KftSBL 01" ) 
8 

Ub* fte«s©ing io«tew«a«* was ê bŝ &oiged befog-e set ^ i ^ 3 ^ t l " 3 Z Z ~ ^ r e * 

• oĝ ---̂  

fKMS i f -•:•.„ , . . . . } 
v " - ! 

fis^e^ag instnaae^ vas â lnviwllodttod b«f©sp» gas this d ^ of 
^ ^ ^ ^ ^ ^ ^ 

9 
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gfs^&gg men mm*® 
m mm smmsm ®m mm mmt^a mm®m® 

» mm mm0 wm @mmD im m^m 

mm &&mmm&& @M mm mm s &£& mm^ 0 ms ®m&m,:o ®smM&m Sss t m s ^ r n ^ 
m& fp^«U®a off 7S» awn** ssssro «&> l̂ s®^ im i®5sa$&£& I f ms^D %mm 8& Swto 
83&y s w ^ 5 Sw S«£s% m te ^ § iNLtlaaA 5&̂ »ĝ t$l3eB,, ®@ is «?̂ faa«4 

t&m* 9 o $mM*m m $fea ttoit Si®?®!®??' soft m © tass^ fts g^S4» Sis? 

W 9 Quit agf*e®ss& &»£ OBS& ^F f&l&i ft^mzmte mm wmriM f m 
mm$$m®ag% attention «A % ®SP®©£®S t* % p f w i « t o 

igyrtoasmt® oMdMltv &m2&m %® m& mmmfa %® s©*& 

©« &S*M»§. fey tSte f^wAs^isss ^ g ' t ^ s 

Sstevtat $«f83? mm fey tleMi fg1^^® sg^a® If tag &m 

®sf̂  @ âfs"islini 
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\ 

oi* JAGS mer, mm <„mm, ma wxzm 
-.'j:ffi&A>t, ib* urjiertisiaad aaa r««3«iv«©l a <p©»j«i!«ri>«sr% ef m i%w^mwm% eetltMnS 

iMt #*jrm««uta (M u*» tftut, Jgsdy Obaatft wm K**I*O t ^miMm to* the temtetpsmfr. 
m& o^atiao vi 7Si> etree, «®r* •* lit«#i i* St^sahtp It a#sstb-» B&age £9 Saofca Idle IMS*,, 
Sttly county, Mtxlao* ee to tte* litdtisad Fc«*s*Ur*i oo ««M %«na to *»f Aawft la 
salA 'jun. ^mmrnts &&. a eotsotorpojrt of m laedmaaajit «aM%3A& Waat qswcati&a 
A^srtSBwsitj uio l&e* Etelt® J8idy ̂ xwastr, aasdw , both of vlAsh wea-e «t«<j<rted by 
fLUa* vs LOoii a* tbe Unit ojawator «o a .^orHir^ iftteruat owasTf to pawvi&a f«ff 
oami(U©tinfe iwov*ry @pm&bt&mi meA 

said Unit &£,rs«we»* icsa Jjstf.t ynep̂ tJjB^ A$rass***& m&& jprorld* for 
couafcei'^-t 3«er.:.-titKi ai«& isqr »̂ ta#r ltuit*uanffc fejpaoiag to bo bound by the &mn*».ion« 
thereof aa4 

t.**^;^ tk* ussdotfaî psad <M&rfeJm (Ktareitt oanar t*ho*a la^ereats ara doflasaŝ  Is 
swsid .U4atyum»t» mad eafclfciU tha**t©j, desist* bo ratify aad «o««*at ba aaid *J»4* 
iSî oesftjsr, aa^ Ife it Q-gorstiw ĵ reasaaat by i i * &**«ytti«m of thia im%pm#i&, ^eeias 
te *se e^fja ti* -$«wiaioo« tftareef« 

m-*9 t^ZWM,, in wjo»*jierati0& o-f the onaoiisoô  *a& of the ®atmi advantage* 
to 'm aeearad Uf al l m^am jertie* to aaid iaatnaaait, fetes i^era^ped *iar*A*g, 
„»u**at -̂ ner dooa w thcao #reo*nb« agree to bo bound by aad doe* as&ra&aly ratify 
and aonatnt to .*iX of ao<d torao aad provioioa* of the a^areeaid Ubit rs.rn.jnt aad 
?Mt Sijaareiti-.a,; ^aejoaat* 

i v ^ T thia i^rff d^of - F w s ' , 1M5 

•no" 

*aw â hnovladged before at this 
AVC5? by LYKN' d, DURHAM,, 

4i^ r of 

on beheif o ? » ^ e eofpw^tS©. 

a? TEXAS 

? niDLAKD 

•NK 1^ 2967 

) i^oiiV'i^ BYRNE 

ife* fdr«ij»i»i' Inat̂ tamat im» â kiowled. r»a b«ft?re as» cMa J ?2\?f iay of 

Sotary jftsbii? 



WOtCQD WBBMfi OtflMO J62KttOJt 
n* am MniMtn AID wit Ofifuraa 

Gin xooo tins* mi OOOMRT* HV MBOOO 
H U M , the aflderaifaed ho* rocsivsd t oova*s*»art of ** iastrioawt ootitled 

"Obit Aayeasnt, m Um Obit, M*y Ososty, ftiw •sale*", aroridlag far tho dsreXoaaeat 
aad operation of 780 aereo, MOM or lass* la frjainhia If loata, *a*g* 99 ***** WJMJL* 
BAdy Osaatgr* Voo Maxico, M to tho "Baitisa* laraatloa" ta ftftA tor. it defined is 
aaid «a*t Apoaaaat, aad a covaterpart af at ittftrtfatat oatltlsd "Obit Ojofaftiag 
ibpreeaodt, 6U feaco Obit, 1Mb/ Ooaatjr, *av Maalee", both of Kfciob nova oaetttted by 
fllaa T. Sheldon aa tho Omit Operator aod aa a Wkiat latoirott Ovner, to braid* for 

aaid Halt dgriaaaat aai Obit Oparatlai Aayiabaat oaob 
aad by ether laotruawat agroa1a» to be boaad by tha proviaioaa 

} 

îMFlftQ, tha aadoralgaod Working Interest Ovaar shoe* iatareata are dafiaai ia 
aaid instrwawta aod evhlbita thereto, deairea to ratify aad etaaaat to aaid Bait 
Agriaaaiit and Obit Qsoratlin Atnaaiat hy thi sjoseatlon af thia iastrvaeat, agroalag 
to bo boaad by the provisions thereof. 

•OV, fHlfflTWT. la ooaaidaratioa of tha previses, aad of the antoal adrantaaea 
to bo oecured by al l who aaaa** aartioa to aaid lastrvasnt, th* vadersiaaod forhiaf 
Intertat Ovaar doaa by theae areooota agroo to bo bovad by aod doea aaqpresaly ratify 
aad nonaaat to all of void tanas ana. jsoTlaloas of th* aibroaald Oait Aflpr*aa**t aod 
Oait Operating jgraaaint, 

Q*a day of *** c n 196 5. 

mltmmmmLmmm 

M. Hickox 

Lela H. firebox 

5hn p. Cauhape, Jr. ' 

, , r&i&l rf. Mi 2/ & ( 4 
Gloria H. Cauhape 

State of im Mexico) 
t 

Ooaaty of lady ) 

ba foragalnt laativaoiit vas aeavovlodsad before aa this day of 

March 1969, by J e f f M* and Lela H. Hicbox 

Mr iicamlssla* exyirest 

8-8-68 
STATE Of HEW MEXICO) 

COUNTY OF EDDY ) 

Bbtary Malic 

The foregoing instrument was acknowledged before me this J 7 ^ 7 d*y of March, 
1965, by John p. cauhape, Jr. and his wife, Oloria H. Cauhape. 

My coaai«ion expires; C^U^UjU j t i i j . 
8-8-68 Notary public 



WOT warns ©wns BWm 
m WIT jgfnise$f ms ©¥>m&fwm mm 

@m mm wisp mm owaf? mw m%$m 
IsmiM/hS} the uadsrsigagd tes r<§e@i<tf@d a ©@unt©x,gi&rt Qt tua MBtxvmsnt . 

"Obit A§ro«s*©a&, Old i@e© Unit , Sddy Oouaty, *3» BSSKico", p w i d i a g f®? tbe dsvelepww&t 
g«34 ©p®3?mtl@a ©f ?20 ftcs?@s, ®@J?<§ loss, ia fSewaship IT Ssttth, S,9 l as t , IJ&OPPIMU, 
!&&y C@?56l§y, I«w texieoj, &« fc® th® MHaitiE®d f@>g«®ti®ai" «s s&id t«?ns« is d«fi:a®d 
said ®ait AfF^sssffit^ ®ad a e@t£afc®rgarfc ©f ma im^gvn&nt ehfcifcl&d "Tjait ©porafc&ag 
Agnsanssfc, OM toe© Oait, Sidy Coimty, isw gga&ieo", both of w&iela (fis®cufc©$. fey 
f i lg ig Po Shel&oa as the Unit ©ssfstes 5 @M ®s a Wffiijaf; lafc^s^st Q$®ST? fc© psroirid® f@5? 
e<anducfc$l@g sec©¥®2=y @pai°ftti©as; and 

MKBK&g, s&ifi Unit Ag^esssat Uaifc ©psjf&fciag £^G<S®©»t aaeis provide for 
comfcerparfc @3£@cwfci©a and h j ofchiiy lagfcx>yij!$Hfc ®gs°©eiag to b© fe@tt.iad by th<$ provision® 
tfesr®©f; aad 

i f ^ H S ^ the uadgrslgand » r l i a g Jat©3?©st Qvmr eto&g iat®if©sts ai>@ defiasel ia 
said iastrwsenfcs sad © d i b i t s fch©r©fc@, fi©iteta t© r a t i f y »M. e©as@at t© s&li Iteit 
lgr®®a<eEt Uaifc ©p@rmtiag Agreeaeafc h j fclbs #3S§ewtl@a of thia las t rweat , ®gre©tog 
to b® bouM fey th® provisions thereof 0 

101?, flMlITOI®, i n coasidar&tioa @f fch@ pnaniega, of th® afaatnial ®&wsm%%&,®® 
to Tb® s@ eared by s i l l ^h© t@cmm pes-titss t® said iasfcrwsnfcj, tho •®si.©r®iifa'£d Wesrbisag; 
x»t©r@gt 0%®©!' does by tbss© presents to h£ beund 'fey ®sd d@©s ©^fressly r a t i f y 
aM e@m8«afc t© a l l ©f said tsias and provisions ©f ths &5?<§r<as®id Walt ,̂ ®?®@>tesat aoad. 
Qta.it @p@rafcia§ $4|r@^»a&t« 

mrnsmm BUS c9jf_^ aoy of /PT^c/s. .» 3 L ^ 5 ° 

; « B S OF ^ 

; f®f®gjs>iag Sjastnaasafc was ®eta© î< 

/ £ ^ £ g 6 * 1965, by__ 

r r 

'©f®re sas tfejg_ *^r* ®^ 

m ®ctea@wl@$s@d befer® a?e thia l ^ t h ^§y 

.. , 1965, "by H1_M^Jf»rl®w ewd Ads MagM^ 



M O i t t l l G INTEREST OWwSRJ 
IE U M i l AGSREEMEII AMD U I I T < 

I T T , K M MEI1CO 

?HEIi4S p fife® u n d e r s i g n e d toss s e e a i v a d a <£@<ytffi!£@3,pa?ti §>f a 
inas.sru:a«ffifc a n t & t l a d UaiS A*re« 
Sew Mss i e© 8 0 _> p i?<9widiag £@r £fe« d®vel@psa«ss£ «ad o p « e f i S i ® ^ c f 
i i e t s 9 f io5,©s@ l e s « _ i a T @ s » s h i p 11? S®%stfe0 E&ag® 29 Ea.at 9 JinMo 
Eddy C0waty o Naw Ms3sie@0 a® t o fefe® ""Unifeisad ?©iraa£i®ffl M ae a a i 
t e rm i s d e f i a e d i n ©a id Usi t . Agg®e»@a£ 0 aad a eottaeeirpas't o f si 
i u i t f B i i i i i a t g a t i t l m d M B a i t O p e r a t i n g Aggs^f f i i t a t 0 Old L@e@ B n i t p 
C©9Asj,tyg M®H M e i i c © " 5 feotfe ®ff wjhiefe *5®£<s &X(gett£<gd by ¥ l i s s P, S 
as efe® Uaif t Qpss&t@s giad &® & ¥ ® £ k i a g !ff i t®r@st OHO«S „ fc® y>r ?v 
f o r e©sadssct iag i r s e©very ©p®?®£i@?ag| &ad 0 

WHEREAS0 s a i d U a i t Ajge®»®n£ &ad U n i t ©jp©rffl£lag Agxeean®? 
each p r e v i a ® £@jr eougi£©rp«g' t e s « c « s t i o n Assd b f ©efe^lr iss©er'aaiersfS 
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SCHEDULE C 
OLD LOCO UNIT, EDDY COUNTY, NEW MEXICO 

Revised April 1, 1966 

PART I 

TRACT PARTICIPATION 

2.39 
10.80 
2.55 
M? 

12.9? 
11.38 
xii .39 
7.85 

11.20 
12.00 
2.39 

100.00 

PART I I 

WOB CSG IHTEREST OWE* PART1CIPATID1I 

Owner 

Harold Kersey - successor to Miller & Smith and Vilaa p. Sheldon 
R. D. Colli«r 
Neil B. Watson 
John P. Cauhape, Jr. 
Jeff M. Kickox 
H. M. Mar low 
Durhaa Drilling Co., Inc 
R. L. Burrow 
Dalevco Oila 
Kincaid aad Watson 
Charles Hicks 
Harold Kersey 
Olen p. Featherstone I I 
Theism Jtethviu 
Mjargaret Bolecanb 
Roland 3fc£#an 
Harold Bsra©y * Tnistee for Tract #5 

¥» L. Shaaer U>99£ 
Bethlehem Steel CO. (Account of C. L. fallaad«e) 10.̂ 7$ 
P. J . Tidal 9,0636 
Guy Shepherd 2.28£ 
Benjamin D. Luehiai 2.28^ 

R. Butler l . i ty 
SI Paeo national Bank l . l ty 
George M. Oowell l6.l8ft 
Harold Kersey 30,30]$ 
Thelaa Methvin 7-58^ 
Margaret Holcoob 7.58$ 

Percentage 

kl.OU5OOO 
30.617500 
.700000 

2.800000 
.1̂ 9375 
.M*8l25 
1.71OD00 
.307*300 
.273(500 

1.128iS0C 
.981250 

4.251!>60 
.981250 
.327:1*5 
.3273*5 
.961250 

12.970000 

100.000000 



UNIT OPERATIHG AQHEEMEKT 
OLD LOCO UNIT 

EDDY COUHTY, HEW MKICO 

/ THIS AGREEMENT, entered into as of the riflf day of />/<rwW , 
196 />, by and between the parties who have signed the original of this instrument, a 
couH^erpart thereof, or other instrument agreeing to be bound by the provisions hereofj 

W I T N E S S E T H : 

vJKEREAS, the parties hereto as working Interest Owners have executed, as of the 
date hereof, an agreement entitled, Unit Agreement, Old Loco Unit, Eddy County, New 
Mexico , herein referred to as Unit Agreeaent , which, among other things, provides for a 
separate agreement to be entered into by Working Interest Owners to provide for the 
development and operation of the Unit Area aa therein defined: 

NOW, THEREFORE, in consideration of the mutual agreements herein set forth, 
it is agreed as follows: 

ARTICLE 1 

CSMPIRMATIGN OF UNIT AGREEMENT 

1.1 Confirmation of Unit Agreement. The unit Agreement is hereby confirmed 
and by reference made a pari et this agreement. The definitions in tha Unit Agreement 
are adopted for all purposes of this agreement. If there ia any conflict between the 
Unit Agreement and this agreement, the Unit Agreetaent shall govern. 

ARTICLE 2 

EXHIBITS 

2.1 Exhibits. The following exhibits are incorporated herein by reference: 

2.1.1 Exhibits A and B of the Unit Agreement. 

2.1.2 Exhibit C» attached hereto, which ia a schedule showing the 
total Unit Participation of each Working Interest Owner. Exhibit C, or 
a revision thereof, shall net be conclusive as to the information therein,, 
except i t may be used aa shoving the Unit Participations of the working 
Interest Owners for purposes of thia agreement until shown to be in 
error or is revised as herein authorized. 

2.1*3 Exhibit D, attached hereto, which ie the Accounting Procedure 
applicable to Unit Operations, i f there ls any conflict between this 
agreement and Exhibit D, this agreement shall govern. 

2.1.4 Exhibit E, attached hereto, which contains insurance provisions 
applicable to Unit Operations* 

2.2 Revision of Exhibits. Whenever Exhibits A aad B are revised, Exhibit C 
shall be revised accordingly and be effective aa of the saata date. Unit Operator shall 
also revise Exhibit C from time to time as required to conform to changes in ownership 
of which Unit Operator has been notified as provided in the Unit Agreement. 

ARTICLE 3 

SUPERVISIOH Of OPERATIONS 31 W9RJCIKJ INTEREST OWNERS 

3*1 Overall supervision, working Interest Owners ahall exercise overall 
supervision and control of all matters pertaining to Unit Operations pursuant to 
this agreement and the Unit Agreement. In the exercise of such authority, each 
Working interest Owner shall act solely in its own behalf in the capacity of an 
individual owner and not on behalf of the owners as an entirety. 

3.2 Specific Authorities and Duties. The matters with respect to vhich the 
Working Interest Owners shall decide and take action shall include, but not be limited 
to, the following: 

3*2.1 Method of Operation. The method of operation, including any 
type of pressure maintenance, secondary recovery, or other recovery 
program to be employed. 

3.2.2 prilling nf jftU*-. The drilling of any weil whether for pro
duction of Unitized " •• • 
other purposes, 

OIL CONSERVATION COMMISSIO 

EXHIBIT NO. ^ 

CASE NO. " ~' ; " " " U 

rell, or for 



3.2.3 well Beegmplstions and Change of 3tataa« The recompletion, 
abandonment, or change of status of any well. or the use of any weill 
for injection or other purposes. 

3.2.4 Expenditures. The making af any single expenditure in excess 
of Five HundFeTDollars (:$£00.00;)); provided that, approval by Working 
Interest Owners of the drilling, reworking, deepening, ©r plugging back 
of any well shall include approval of all necessary expenditures required 
therefor, and for completing, testing, and e^ulgfting the same, including 
necessary flow lines, separators, and lease tankage* 

3.2.5 Disposition of ^ i t Equipment. The selling or otherwise disposing 
of any major item of surplus Unit Equipment, if tbe current l i s t price of 
new equipment similar thereto is Twenty-five Hundred Dollars ($2,500.00) 
or more. 

3.2.6 Appearance Before a Court or Regulatory Affancy. The deslgnaticj 
of a representaitoe to appear before aay court or regulatory agency in 
matters pertaining to Unit Operational provided that, auch designation 
shall not prevent any working Interest 0*c«r from appearing ln person or 
xroii designation another representative in its own behalf. 

3.2.7 Audits. The auditing of the accounts of Unit Operator pertaining 
to Unit Operations hereunderj provided that, the audita shall 

(a) not be conducted more than once each year except upon tbtn 
resignation or removal of Unit Operator, 

(b) be made at the expense of all Working Interest Owners other 
than the working Interest Owner designated as unit Operator, 
and 

(c) be made upon not less than thirty (30) days* written notice 
to Unit Operator. 

3.2.6 Inventories. The taking of periodic inventories under the terms of 
Exhibit D. 

3.2.9 Technical geryiees. The authorizing of charges to the joint 
account for services by consultants or tTnit Operator's technical personnel 
not covered by the overhead charges provided by Ixhibit D. 

3.2» 10 Assignments to Committees. The appointment of committees to 
study any provlema in connection with Unit Operations. 

3.2.11 The removal of Unit Operator and toe selection of a successor. 

3.2.12 The enlargement of the Unit Area. 

3.2.13 The adjustment and readjustment of investments. 

3.2.14 The termination of the Unit Agreement. 

ARTICLE k 

MARKER OF EXSRCISISG 3UPERYISI0H 

4.1 Designation of Bepresentatives. Eidb working Interest Owner shall in 
writing inform Unit Operator of the names and addresses of its employee representative 
and alternate wh© are authorized to represent and bind such Working Interest Owner with 
respect to Unit operations. She representative or alternate aay be changed from time 
to time by written notice to Unit Operator. 

4.2 Meetings. All meetings of Working Interest Owners shall be called by 
Unit Operator upon its own motion or at the request of two (2) or more working Interest 
Owners having a total Unit participation ©f not less than ten percent (10$). Ho 
meeting shall be called on less than fourteen (14) days' advance written notice, with 
agenda for the meeting attached, working Interest Owners who attend the meeting shall 
not be prevented from amending items included in the agenda or from deciding the ameiaded 
item or other items presented at the meeting. The representative of Unit Operator sliall 
be chairman of each meeting. 



4.3 Voting Procedure. working Interest Ovners shall decide ail matters coming 

before tta as follows; 
4.3.1 Voting Interest. Each Working Interest ©wrier shall har«i a 

voting interest equal to"its Participation. 

4.3.2 Vote Required. Except as may otherwise he provided herein 
or in the Unit Agreement, working Interest Owners shall act upon and 
determine all matters coming before them by the affirmative vote of 
three or more working Interest owners having a total of sixty percent (60) 
or more of the total viting interest in the unit; provided that ii' any one 
Working Interest Owner has a voting interest of more than forty petrcent (40$), 
its negative vote or failure to vote shall not defeat the matter being voted, 
oa if such matter is supported by a majority of the voting interest unlesss 
such working Interest Owner is supported by the vote of one or more other 
Working Interest Ovners having a total voting interest of at least five 
percent and auch resulting vote shall be binding on a l l parties. 

4.3.3 Vote at dieting by Soaatteoiing working Interest Owner. Any working 
Interest Owner who la not represented at a meeting may vote either by written 
jvozy or by letter or telegram addressed to the representative of the unit 
Operator, protided such latter or telegram is received prior to tbe submission 
of such item to vote. If the vote is by letter or telegram such vote shall 
not be counted with respect to any item on the agenda which has been materially 
changed at the meeting. 

4.3.4 poll Votes. working Interest Owners may vote on and decide, by 
letter or telegram, any matter submitted in writing te Working Interest 
Owners, i f no meeting is requested, as provided in Section 4.2, within 
seven (7) days after the proposal is sent to Working Interest Owners. 
Unit Operator will give prompt notice ef the results of the voting to all 
Working interest Owners. 

ARTICLE 5 

INDIVIDUAL RIGHTS OP WORKIHG EfTgRSST OWNERS 

p.i Reservation of Rights. Working Interest Owners severally rese:r*ve to 
themselves all~their rights, except as otherwise provided In this agreement istnd the 
Unit Agreement. 

p.2 uyeeific Rights, gach working Interest Owner shall have, among others, 
the following specific rights. 

5.2.1 Access to unit Area. Access to the Unit Area at all reasonable 
times to inspect Unit Operations, all wells, and the records and data pertaining 
thereto. 

i; .2.2 Reports. The right to receive from Unit Operator, upon written 
request* copies of all reports to any governmental agency, reports of 
crude oil runs and stocks, inventory reports, and all other information 
pertaining to Unit Operations. The cost of gathering and furnishing 
information not ordinarily furnished by Unit Operator to all working 
Interest Owners shall be charged to the working Interest Owner who 
requests tlie information. 

ARTICLE 6 

UNIT OPERATOR 

Initial Unit Operator. Vilas p. Sheldon is hereby designated as Unit 
Operator. 

6.2 Resignation. Unit Operator may resign at any time. A Unit Operator 
that resigns shall not be released from its obligations hereunder for a period of 
three (3) months after the resignation unless a successor Unit Operator has taken 
over Unit Operations prior to the expiration of such period. 

6.3 selection of Successor. Upon the resignation of a Unit Operator,, a 
successor Unit Operator shall be selected by working Interest Ovners* 

-3-



ARTICLE 1 

AUTHORITIES AKD DUTUS Of UHIT OPERATOR 

7,1 Exclusive Right to Operate Unit. Subject ta the provisions of this 
agreement and to instructions from Working Interest Owners, Unit Operator shall have 
the exclusive right and be obligated to conduct Unit Operations. 

•j .2 workmanlike Conduct. Unit Operator ahaU conduct Unit Operations, in a 
good and workmanlike manner as would a purdent operator under the same or similar 
circumstances. Unit Operator shall freely consult with "working Interest Owners and. 
keep them informed of all matters which Unit Operator} in the exercise of iti* best 
judgment, considers important. Unit Operator shall not be liable to working Interest 
Owners for damages, unless such damages result from its gross negligence of willful 
misconduct. 

'f.3 Liens and Encumbrances. Unit Operator shall endeavor to keep the lands and 
leases in the Unit Area free froa all liens and encumbrances occassional by Unit 
Operations, except the lien of Unit Operator granted hereunder. 

7.4 Employees. The number of employees used by Unit Operator in conducting 
Unit Operations, their selection, hours of labor, and compensation shall be determined 
by Unit operator. Such employees shall be the employees of Unit Operator. 

7.5 Records. Unit operator shall keep correct books, accounts, and records 
of Unit Operations. 

7.6 Reports to working Interest Owners. Unit Operator ahaU furniith to 
Working interest Owners periodic reports of unit Operations. 

7,7 Reports to Governmental Authorities. Unit Operator shall make all 
reports tc governmental authorities that it has the duty to make as Unit Operator. 

7.8 Engineering and Geological Information. Unit Operator shall furnish to 
a working Interest OwnerJ upon written request, a copy of the log and other engineering 
and geological data pertaining to wells drilled for Unit Operations; provided, however, 
that Unit Operator may when reasonable charge the cost of gathering and furnishing 
such data to the working Interest Owner requesting such information if such is in 
addition to that normally supplied. 

Expenditures. Ue4t Operator ie authorized to make single expenditures 
not in excess of Five Buadredt Collar ar(i50O.0QjC^ without prior approval of working 
Interest Owners; however, initially Unit Operator Is hereby authorised to proceed with 
installation and expenditure as set forth on the "Initial Cost Estimate and Authorisation 
signed simultaneously with this unit Operating Agreement. If an emergency occurs, Unit 
Operator may immediately make or incur such expenditures as in its opinion are required 
to deal wtih the emergency. Unit Operator shall report to working Interest Owners,as 
promptly as possible, the nature of the emergency and the action taken. 

7.10 tfells Drilled by Unit Operator. All wells drilled by Unit Operator shall 
ae at the usual rates prevailing in the area. Unit Operator may employ its own tools 
and equipment, but the charge therefor shall not exceed the prevailing rate in the area, 
and the work shall be performed by Unit Operator under tha same terms and conditions as 
are usual in the area in contracts of independent contractors doing work of a similju* 
nature. 

ARTICLE 8 

TAXES 

8.1 Ad Valorem Taxes. Unit Operator, beginning tbe first of the next calendar 
year after tlie effective date hereof, shall make and file a l l necessary ad valorem tax 
renditions and returns with the proper taxing authorities covering a l l personal property 
of each working Interest Owner used or held by Unit Operator ln Unit Operations. Unit 
Operator shall settle assessments arising therefrom. All auch ed valorem taxes shall 
be paid by Unit Operator and charged to the .joint account in the same manner ,xs other 
costs aad expenses of Unit Operations. 

8.2 Other Taxes. Each working Interest Owner shall pay or cause to be paid 
all production, severance, gathering, and other taxes imposed upon or in respoct to 
the production or handling of its share of Unitized Substances. 

-4-



ARTICLE 9 

IKSURAHCE 

9«1 Insurance. Onit Operator with respect to Oait Operations, shall carry 
such insurance as set forth in Ixhibit 1. 

ARTICLE 10 

ADJUSTMENT 07 IHTESTKEHTE 

10.1 ^rsonal Property fateen Oyer. Upon tbe effective date hereof, Working Interest 
Owners shall deliver to Unit Operator tie* following; 

10.1.1 yells and Casing. All wells eoapleted in the Unitized Formation, 
together with the casing therein. 

10.1.2 well and Lease Equipment. The tubing in each such well, the wellhead 
connections thereon, and a l l other "lease and operating equipment that Is used 
soliiily in the operation of such wells. 

1 0• i*3 Records. A copy of a l l production and well records that pertain to 
such wells. 

10.is! Inventory and Evaluation of Personal properly, working Interest Owners shall 
inventory and evaluate, under the supervision of Oait Operator and at Unit Expense, all 
personal property so taken over. Such inventory shall be limited, however, to those items 
of equipment normally considered controllable by operators of oil and gas properties as 
indicated in the "Materials Classification Manual", dated i960, prepared by the petroleum 
Accountants {[society of Oklahoma, subject to any exceptions for specific items as agreed 
to by Working Interest Owners, ioncontrollable items, although excluded from tbe 
inventory, sliall nevertheless be taken over by Unit Operator as provided in Section 10.1 
hereof. The personal property Hated on the inventories shall be evaluated on the price 
basis descrited in Sxhibit D except that no value shall be given to the casing in any well. 

10.j Investment Adjustment, lech working Interest Owner shall be credited with 
the value of its interest in a l l personal property taken over under Section 10.1.2, and 
shall be charged with an amount equal to that obtained by multiplying the total value of 
a l l personal property taken over under Section 10.1*2 by auch working Interest Owner's 
Secondary Pause Participation aa shown in Exhibit C. If the charge against any working 
Interest Owner is greater than the amount credited to such working Interest Owner, 
the resulting net charge shall be an item of Unit Expense chargeable against such 
Working interest Owner. I f the credit to any Working Interest Owner is greater than the 
amount, charged against such working interest Owner, the resulting net credit shell be 
paid to such working interest Owner by unit Operator out of funds received by i t in 
settlement of the net charges described above. 

1Q.U Ownership of personal Property and facilities. Each working Interest 
Owner, individually,'' sheirTy~vir^^here6F own la^undWIded interest, equal to its 
Participation, in all personal property and facilities taken over or otherwise 
acquired by Unit Operator pureuant to this agreement. 

ARTICLE 11 

UETT EXPSESE 

3X.L Basis of Charge to working Intereat Owners. Unit Operator initially shall 
pay and discharge a l l costs and expenses incurred in the development and operation of 
the Unit Area pursuant to this agreement and the Quit Agreement, working Interest 
Ownersj shall reimburse Oait Operator for a l l capital expenditures, costs of development 
of the Unit Area and purchases Of Outelde Substances, installation costs, development 
costs of water supply, water wella, iajeetion wells, water etations and subsequent workovers, 
repair or remedial work undertaken with respect to unit owned wells, whether water or 
oil producing, or water injection wells, and all such reimbursement ahaU be made in 
proportion to the respective Participation of the parties hereto, working Interest 
Owners shall, reimburse Oait Operator for a l l operating expenses including administrative 
overhead ia proportion te their respective participations. All charges, credits, 
invoicing arid accounting shall be in accordance with Exhibit 0 hereof. 

11,2 Advance BiUiaga. Unit Operator shall have the right to require working 
Interest owners to aAvanee~IbeIr respective shares of estimated Unit Expense by sub
mitting to Working Intereat Owners, oa or before the 15th day of any month, an 
itemised estimate thereof for tee succeeding month, with a request for payment in 
advance. Within fifteen (15) days thereafter, each Working Interest Owner shall pay to 
Unit Operator its share of such estimate. Adjustments between estimated and actual Unit 
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Expense shall he aade hy Unit Operator at the close of each calendar month, and the 
accounts of working Interest Ovners shall be adjusted accordingly. 

11.3 Lien of Unit Operator. Bach working Interest Owner grants to Unit 
Operator a lien upon its Oil and Oas Rights in each Tract, Its share of Unitized 
Substances when produced, and its interest In all Unit Equipment, as security for 
payment of its share of Unit Expense, together with the interest thereon at the rate of 
six percent (6$) per annum. Unit Operator shall have the right to bring suit to 
enforce collection of sueh Indebtedness with or without seeking foreclosure of the 
lieu. In addition, upon default by any Working Interest Owner in the payment of its 
share of Unit Expense, Unit Operator shall have the right to collect from the purchaser 
the proceeds from the sale of auch working Interest Owner'a share of Unitized Substances 
until the amount owed by such working Interest Owner, plus interest as aforesaid, has 
been paid. Bach purchaser shall be entitled to rely upon Unit Operator's written 
statement concerning the amount of any default. 

13.-.4 Unpaid Unit Expense, If any working Interest Owner fells to pay its 
share of Unit Expense within sixty (60) days after rendition of a statement therefor 
by Unit Opeiator, each working intereat Owner agrees, upon request by Unit Operator, to 
pay its proportionate pert of the unpaid share of Unit Expense of the defaulting working 
Interest Owner. The Working Interest Owners that pay the share ofUnit Expense of a 
defaulting Working Interest Owner shall be reimbursed by toe Unit Operator for the amount 
so paid, plus any interest collected thereon, upon receipt by Uait~©perator of cny 
past due amount collected from the defaulting Working Interest Owner. Any working Interest 
Owner so paying a defaulting Working Interest Owner"* share of Unit Expenses shall be 
subrogated to the lien and rights herein granted Unit Operator. 

ARTICLE 12 

XOV-UKimSD FORMATIORS 

12.1 Bight to Operate. Any Working interest Owner that now has or hereafter 
acquires toe right to drill for and produce oil, gas, or other minerals, from other 
than tihe Unitized Formation, ahaU nave toe right to do so notwithstanding tola agreement 
or the! Unit Agreement. In exercising the right, however, the working Interest Owner 
shall exercise reasonable precaution to prevent unreasonable interference with Unit 
Operations, fft working Intereat Owner shall produce Unitised Substances through any 
well drilled or operated by i t . I f aay working Interest Owner drills any well into or 
through the Unitised Formation, toe Unitized Formation shall be protected in a manner 
satisfactory to working Interest Owaers so that toe production of Unitized substances 
will not adversely be affected. 

ARTICLE 13 

TITLES 

13»1 Warranty and indemnity. Bach working Intereat Owner represents and 
warrants that i t is toe owner of the respective working Interests set forth for each 
Tract opposite its name in Sxhibit B, aad hereby agree* to indemnify and hold harmless 
the otSber Working interest Owaers from any loss due to failure, in whole or in part, of 
its title to any such interest, except failure of title arising out of Unit Operations; 
provided that,, sueh indemnity shall be limited to an amount equal to toe net value that 
has been received from toe sale or receipt of Unitized Substances attributed to the 
interest as to which title failed. Each failure of title will be deemed to be effective, 
insofar as toils agreement ia concerned, as of the first day of toe calendar month in 
which isuch failure is finally determined, and there shell be no retroactive adjustment of 
Unit Expense, or retroactive allocation of Unitized Substances or toe proceeds therefrom, 
as a result of title failure* 

13.2 Failure Because of Unit Operations. The failure of title to any working 
Interest in any Tract by reason of Unit Operations, including non-production from such 
Tract, shall not change the Bait Participation of the working Interest Owner whose title 
failed in relation to toe Omit participations of the other working Interest Owner* at the 
time of the title failure. 

ARTICLE Ik 

LIABILITY 

14.1 individual Liability, The duties, obligations, aad liabilities of 
working; inter«si Owners shall be several and not Joint or collective; and nothing herein 



contained slmll ever be construed as creating a partnership of any kind, joint venture, 
association or trust among working Interest Owners. 

ARTICLE 15 

QITERNAL R£¥S8UE PROVISION 

I i : .1 Internal Revenue Provision. Each working Interest Owner hereby elects 
that i t and the operations covered by this agreement be excluded from, the application 
of Subchapter X of Chapter 1 of Sub-Title A of the Internal Revenue Code of ±S";U., or 
such portion thereof as the Secretary of the Treausy of the United States or l-.iv 
delegate shall permit by election to be excluded therefrom. Unit Operator is hereby 
authorised and directed to execute oa behalf of each Working Interest Owner such 
additional or further evidence of the election as aay be required by regulations 
issue! iinder said Subchapter K. Should the regulations require each party to execute 
auch farther evidence, each Working Interest Owner agrees to execute or Join in tbe 
execution thereof. The election hereby made and the other provisions of this paragraph 
shall apply in like manner to applicable state laws, regulations, and rulings now in 
effect or hereafter enacted that have an effect similar to the federal provisions 
referred to herein. 

ARTICLE 16 

ABAHDOSMENT OF WELLS 

16.1 Bights of Former Owners. I i ' working Interest Owners decide to abandon 
permanently any well within the Unit Area prior to termination of the Unit Agreeaent, 
Unit Operator shall give written notice thereof to the working Interest owners ©f the 
Tract on which the well is located, aad they shall have the option for a period of 
ninety (90) days after the sending of sueh notice to notify Unit Operator in writing 
of their election to take over and own the well. Within ten (10) days after the working 
Interest Owners of toe Tract have notified Unit Operator of their election to take 
over the well, they shall pay Unit Operator, for eeedit to the joint account, the 
amount estimated by Working Interest Owners to be the net salvage value of the equip
ment in and on the well except the easing therein I f contributed by such Working Interest 
Owners under section 10.1.1. The Working Interest Owners of the Tract, by taking over 
the well, agree to seal off effectively and protect the Unitized Formation, and upon 
abandonment to plug the well in compliance with applicable laws and regulations. 

16.2 plugging. I f toe working Interest Owners of a Tract do not elect to 
take over a well located thereon whieh is proposed for abandonment, Unit Operator shall 
plug am abandon the well in compliance with applicable lavs and regulations. 

ARTICLE 17 

EFFECTWE DATE AND TERM 

17 "1 Effective pate. This agreement shall become effective on the date and 
at the time that the Unit Agreement becomea effective. 

-l-r' "2 ^ e r m« This agreement shall continue In effect so long ac the Unit 
Agreement remins In effect, and thereafter u n t i l (a) a l l unit wells have been abandoned 
and plugged or turned over to Working Interest Owners in accordance uith Article ib.(b) 
a l l Unit Equipment and real property acquired for the Joint account have been disposed 
of by Unit Operator in accordance with instructions of Working Intereat ©wrier0, and 
(e) there has been a final accounting. 

7̂*3 garmination. Upon termination of the Unit Agreement, the following 
W i l l 020U.r« 

17.3#1 Oil and Qas Righto. Oil and Gas Rights in and to each separate 
Tract shall no longer be affected by thia agreement, and thereafter the 
pax-ties shall be governed by the terms and provisions of the leases, 
contracts, and other instruments affecting the separate Tracts. 

l?.3.fe Right to Operate. Working Interest Owners of arsy Tract that 
dee; ire to take over and continue to operate wells located thereon my do 
uo by paying Unit Operator, for credit to the joint account, tlie nst 
salvage value of the casing and equipment in and on the wells taken over, 
(except the casing contributed by such working interest Owners under 

-7-



Section 10.1.1 hereof) as estimated by Working Interest Owaers, and by 
agreeing to plug properly each well at such time as i t is abandoned. 

17*3.3 Salvaging Wella. Unit Operator shall salvage as much of 
tho casing and equipment in or on wells not taken over by Working 
Interest Owners of separate Tracts as can economically and reasonably 
be salvaged, and shall cause toe weils to be plugged and abandoned 
properly. 

17.3Cost of Salvaging. working Interest Owners shall snare tha 
cost of salvaging, liquidation or other distribution of assets and 
properties used In Unit Operation, in proportion to their respective 
Secondary Phase Participations. 

ARTICLE 18 

EXECUTIOS 

18.1 Original Counterpart, or Other Instrument. A party may become a party 
to this agnwment by signing the original of this instrument, a counterpart thereof, 
or other instrument agreeing to be bound by the provisions hereof. The signing of 
any such instrument shall have the same effect as i f a l l the parties had signed the 
same instrument. 

ARTICLE 19 

SUCCESSORS MD AS3IGH3 

10.1 Successors and Assigns. The provisions hereof shall be covenants 
runnijig with toe lands, leases, and interests covered hereby, and shall be binding 
upon and invra to the benefit of the respective heirs, devisees, legal representatives, 
successors, and assigns of toe parties hereto. 

ARTICLE 20 

BORDER LIKE MMmmSTS 

20.1 Border Line Agreements. Unit Operator is expressly authorized to 
negotiate ami execute cooperative agreements covering injection wells aixl rates of 
injection in wells situated near the unit boundary lines, provided, however that Unit 
Operator has received approval of the Working Interest Owners. 

H WITBBSS WHEREOF, toe parties hereto have executed this agreement on the 
dates opposite their respective signatures. c — 

STATS OF SEW MEXICO ) 

COURTY OF mm ) 

^ The foregoing instrument was acknowledged before me this ^ X ' X , d s y 

of X k ^ h ' - ^ ^ y f . » by Vilas P. Sheldon and Betty Sue Sheldon, 
his wife. "" ' 

]̂ v commission expires j ^^CCl^ - fV/'-jy^ 
Notary Public /• / 

August 8, 1964 



eux or 
cmm OF wm 

W ». OoXl 
isstruaeat wa* acknowledged before me thia Mtfe day fmhrucry 19$* 

and JiffiRY 8» OOlliar, his wife» 

Motary Public 

mum of w i 

AT Wfitaea 

®« f«jr*®©:ija§ instrument was «cfea@«lad®ad bmfore aa t h l a ^ j ? / - ^ day of Harcb, 19&5-
~~ * uatsos*, Ms wife. 

awi aa M* V, Smith, 
ascecuter ©f tha Ratat* of p. D- MU-i*r 

•i jyjmn Lmiiai m u , ' i n n w n j * - w n n y w M W i » mail i m i mfr 

~ wife of WT v. smith 

sfmiss et• nte maw) 
o 

em 

1^5, te M- BUtm, i 
was acknowledged befere me thia 

aad Executor «f tbe Seta 
Sadth, wife of M« ¥» aaith. 

day «f 

'"'•otary ~ PuMlc* 
Hjr ©sMwtjiaim expires; 

i f AS® ISi' «K10Q ) 

'Hie fasrefeisf isuetrysjent was ©cteowledged before ne thia 
19<S5, h.J Ifethiasm Miller. 

M̂* oagwissioss expire? 
Is» t«ury~PubiTc 



Harold Kersey, Individually; qpijfbr Harold" fcerery" 
DBA Karsey and Company, actid£_ae Trustee under a 
Truste* Agreement dated 5-IO-H9 providing for tha 
operation of tbe SB A SWA Section 32, TotrnaMp 1? 
South, Range 29 laat, for and in behalf of larold 
Keraey, George M- Covell, V. 1. Shaner, Bethlehem 
Steel Company for the account cf €• L« fallmadgê  
P > J . Yidal, Thelma Mathvin, Margaret Holcomlo, 
Quy shepherd, Benjamin D- Luchinij, J . ! • Butler, 
and Si Paso lational Bank 

Thelma MethvTnf 

Margaret 

SIASE OF IEW MEXICO ) 

coom or mm j 
Before me personally appeared Harold Xersey • Individually, and for Harold Carsey DBA 

Sersey maA Company, acting es Trustee under a Trustee Agreement dated 5-10-ko. providing 
for the operation of the SlA SWA Section 32, Township 17 South, Range 29 Eeat, for and ln 
behslf of larold Kersey,.. George M. Covell, V L. Shaner, Bethlehem Steel Compear for t)m 
account of C« L Tsllmadge, p. J Yidal, Thelma Mithvin, Margaret Holcomfo, Quy gmepmerd, 
Be^amln D» L»ehl»i, J. P.. Butler, end H Paso lational Bank; and Mary Ky«n Jersey 
«ho executed the foregoing Instrument this j j " ^ day of C^*' » 1965. 

cgwminsion expirgg ; / / / < 

Th# foregoing instrument was acknowledged before me this J ^ day ia? /Jf'A' > L~ 
1965 by Thelme Methviia 

: 3̂i- roneisslon sxpires 

*S65 by 
for@g©iag iastramesat was acknowledged before me this J < 3 u » y of 

/ 



wm mmmm m man mmmm msms r? 
has faoaived a «wirt*?i*rt ef am &&-4te\ws-s*t _. ... 

im* &&fmmgfc9 §M fm® mA% wmr ®»ws*y# law Mjwi©o% mreridisg for SJm 1«mU/9fw«e<« 
<zna eprotolfin <§f TW war* or 2«tt0 ia f»wnahip if goista, laeja 29 l«flkrj|* 
SBdy Htw uastco, aa to tha Ifcsitiaed formation" «a aaid tarn la dittoed 

i&tmmA, isd a a^terpar* of an isatrwamt entitled "Beit Optw.log 
4gg«come»ffc, eu, £»co gait, lidy Osoaty, lev Haxieo", beto Of vhlefe nere emecutod ter' 

sv*ij'-ŝ  e* Unit ©grates' and aa a Marking $atore*% Ovrw?-, to wmlfa for 
<ms&$®ig%i8§-: vmmmf ©imra&toaiaj and 

Agreeaant and Qfait GprraMag jgrawwit e«©is ptwlta for 
mm£m%m% mmm&im mA W ©tmesr imatrtantxfe agreeing to b« bosmd by torn mrenriaioae 

wdasraigaed work&ag Interest Owner vaeee iatorecta are deftmed la 
tmtimmmm m& aatrimlta toesvto; deairea to ratify aM eomeesfc to acid naxt 

djpeemmaft «ni Bait 8pa?e&ing dftiaamamr *y toe exeet*ti©a of tola imatromeefe, agreed 
laiaaa toeraof* 

•* WOSmmK-g ia eomalderaftiea ef toe poramiaea, and ef to* muttul (tdvaatogee 
to "m. naasred by t*o eeaome partlee to amid imateumest, torn aaderelgaad forking 
j&taatat ®*m? 4§«a % toese present* agree to be bound ay and dee* eaqpeaalp ratify 

" aaid torma and pferialdse of toe eforeaald Omit Agreement and 

AOS 8 t h day of M ĉh 

M. Hickox 

Lela H. Hickox 

hn P, Cauhape, Jr. x 

Gloria H- Cauhape 

ftoto of am Maaleo] 

mm%ar of «?dy } 

gteaowiiag iwatrwaent vaa aeteaewledged before me thia 8 t a diar of 

gawrch 6f65 by J e ff M. and Lela H. Hickox 

ioiary i M k i c ^ ~7y 

SfATK OF SSW »®XICO) 

comm. OF UJDY ) 

Ths foregoing instrument was acknowledged before me this J 7 ^ 7 day of March, 
1965, by John p. Cauhape, Jr. and his wife, Gloria H. Cauhape. "~" 

oemieelon expires; T ~ ' ' \ 1 

g a. 5g Notary Public 0 Q 



\ 
VQNCX*3 URXKIbT 0KIKR8 JOXRXOt 

JM UK! I0MMEST AID WTt QRRATJJQ AGHBWBIT 
Ott LOCO WOT, BDCI OCWYT, OW MBXICO 

VBXSOU&, the undersigned haa received e counterpart of ea inatrwaant entitled 
tJalt Agra—snt, Old Loco Bolt, Eddy County, lev Mexico", providing for th* development 
nd operatSPg of 720 acres, mora or less, in Townehip 17 South, Bang* 2$ Beat, IJi .P.X. , 
Sddy county, B*a Mexico, aa to tha Unitized formation" aa aaid term ia defined la 
igid Unit Agreement, and a counterpart of an inatrumant entitled "Unit Operating 
agreement, Old Loco Unit, gddy County, lav Maxico", both of vhich vere executed by 
rilaa P. Sheldon aa the Unit operator and aa a Working Intereat Owner, to provide for 
:onducting recovery operations; and 

VEBBBAS, said Unit Agreement and Bnit Operating Agreement each provide far 
x)unterpart execution and by other instrument agreeing to be hound hy the provisions 
thereof; and 

WjOKEAS, the undersigned working Intereat Owner whoa* interests ar* defined ia 
wid instruments and exhibits thereto, desires to ratify and coneeat ta aaid Omit 
Agreement and Unit Operating Agreement by the execution of thia instrument, agreelag 
io be bemad by the provisions thereof. 

BOW, THSRZPOHE, in consideration of the premises, and of tha mutual advantages 
co he secured by all who become pertles to aaid instrument, the underslgsed Working 
interest Owner does by thmee presents agree to be bound hy and doe* expressly ratify 
rod apmsent to a l l of aaid terma and provisions of the aforesaid Halt Afiem* nl aad 
jnit Operating Agreement. 

jJLgunili »IS 30th day of March 1965. 

ITTXST: 

TAB OF Arizona 

00RTT Ot Mohave 

The foregoing instrument vaa acknowledged before me thia 30 th day of 

March , 1965, by Roland McLean and Frances M. McLean 

r commission expires; 

June 24, 1966 
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EXHIBIT E 

Attached to and made a part of Unit Operating Agreement covering Ola Loco 
Unit, gddy County, Mew Mexico 

la the developaent and operation of the subject properties, Operator shall 
carry tha following insurance* 

(A) Workmen's Compensation Insurance in accordance with the Lava of the 
State of Hew Maxico, and Employer's Liability Iaaurancc in a 
minimum amount of $100,000.00. 

(B) Cotaprehansive General public Liability Insurance: In minimum a»«unts 
of #150,000.00 for injuries to each per eon and $300,000.00 for each 
accident with the exception of the first $5,000.00 of loss, which is 
self-insured by the parties hereto,and $200,000.00 In the aggregate. 

(C) Automobile Liability Insurance in laliilaum amounts ef $150,000.00 for each 
person and $300,000.00 for each accident, and property Damage in the 
minimum amount of $100,000.00 for each accident. 

Each of Operator's aforesaid policies are written to automatically inttlude 
all non-operators, under propartiea operated by Operator, aa additional Insured, 
whether or not such Hon-Operator© are specifically named. 

The self-insured property damage loss Incident to each accident shall be 
charged to the Joint account. 

Ko other insurance shall he carried by the Operator for the benefit of the 
joint account. 



E X H I B I T " D " 

Attached to and made a part of OU? 1 4 ^ 

A C C O U N T I N G P R O C E D U R E 
(UNIT AND JOINT L E A S E OPERATIONS) 

I. GENERAL PROVISIONS 
Definitions 

liMut p roper t s" i - . herein used shall be construed to mean the subject area covered by the agreement to w h i c h this " A c c o u n t i n g Procedure" is at-

'.iched. 

" O j ^ a j t o r " av herein used shall be const rued to mean the par ty designated to conduct the development and operation of the subject area f o r the 

ic . : i i .K t o n nt of i lie parties hereto. 

" N o n - O p e r a t o r " as herein used sliall be construed to mean any one or more of the non-operating parties. 

Statements and Billings 
i ' p e r n o r -dull b i l l Non-Opera tor on or before the last day of each m o n t h fo r its proportionate share ot costs and expenditures d upr igh t he preced

ing month . Such bills w i l l be accompanied by statements, re f lec t ing the total costs and charges as set f o r t h under Subparagraph ~ below: 

•\. Statement in detail of all charges and credits tu the joint account. 

1" Suu-nuo t of all eharges and credits to the jo in t account, summarized by appropriate classifications indicat ive o f the nature thereof. 

( S" . j t ' ' i iK ' r i \ a-> "follows: 

• ! ) Detailed statement o i material o rd ina r i ly considered control lable bv operators o f oi l and gas properties; 

< 1 } St.itt ment of ordinary charges and credits to the jo in t account summarized by appropriate classifications indicative of the nature thereof; 

a.id 

• ^ } Detailed statement uf anv other charges and credits. 

Payments by Non-Operator 
\ .iv li part \ shj j i pay i ; ^ proport ion of all such hi! Is w i t h i n f i f t een C M ) da \ s attcr receipt t hereof. I f payment is not made w i t h i n such time, the 

u i ' p -J bal.nu e shall lu J r m u rest at t he rate ot six per cent ( 6 r / r ) per an n um un t i l paid. 

A djustments 
P.i \ • o- M- , >: .oi \ M H h hil U Ms.ii 1 not prenuiiee t he r ipht of \ o n Operat nr to protest or question the correctness thereof. Subject to the exception 

' i L ! m i ' . i r . i ^ r j p f \ t h i - station I . .il i s t a teir.cn r s rendered to .Non-Operator by Operator dur ing any calendar year shall conclusively be presumed 

'-• i •• [ie .oui ciT-re*.: . l i ter t u e n t v - t o u r ( - 4 ) nionths lo lh -wing the end ot any such calendar year, unless w i t h i n the said t w e n t y - f o u r (24 ) month 

I * ;; J \ ' i i ) - l \ \ : . i ; u r t i kes v. n t ten evcept n>n t hereto and makes claim on Operator f o r adjustment . Failure on the part of N o n -Operator to make 

> !•••''! . n Operator tor adjustment w i t h i n s iuh period shall establish the correctness thereof and preclude the f i l i n g o f exceptions thereto or making 

• .•? v 1.in i i - . t . i r i i ' i i f t me::; t hereon. Ihe provision*, of t his paragraph shall not prevent adjust ment s result ing f r o m physical inventory o f proper t y as 

pro\ ,ded tor it-. Section V I , Inventories, hereof. 

Audits 

\ Nun-Operator , notice in w r i t i n g to Operator and al! other Non-Operators , shall have the r ight to audit Operator 's accounts and records 

whi t ing to i l u . . ^ u i . i H i n g hereunder f u r any calendar year w i t h i n the t w e n t y - f o u r (24) mon th period f o l l o w i n g the end o f such calendar year, pro-

\ ,o however, tha; Non-Operator must take w r i t t e n exception to and make c la im upon the Operator f o r all discrepancies disclosed by said 

a ia m ; w i t h i n said ; w i . ! : t \ - fou r t 2 -4) mon th period. NX'here t here are t w o or more Non-Operators , the Non-Operators shall make every reasonable 

et! at m i . v n o ; joio*. or simultaneous audits in a manner wh ich w i l l result in a m i n i m u m of inconvenience to the Operator . 

II. DEVELOPMENT AND OPERATING CHARGES 

Subject to limitations hereinafter prescribed, Operator shall charge tbe joint account wi th tbe fol lowing items: 

Rentals and Royalties 
Delay or ot her rental'-, vs hen such rentals are paid b \ Operator for the joint account; ro> alties, when not paid d i rec t ly to roya l ty owners by the 

pure\,.\-,<T o! tiie on. gas. casinghead gas, or other products. 

Labor 

A. Viiaries and wages o f Operator's employees direct ly engaged on the joint property in the development, maintenance, and operation thereof, 

including salaries or wages paid to geologists and other employees w h o arc temporar i ly assigned to and d i rec t ly employed on a d r i l l i n g we l l . 

K. Operator's cost o f holiday, vacation, sickness and disabil i ty benefits, and other customary allowances applicable to the salaries and wages charge-

..t ie under Subparagraph 2 A and Paragraph 11 of tins Section 11. Costs under this Subparagraph 2 B may be charged on a "when and as 

paid basi-." or by "percentage assessment" on the amount of salaries and wages chargeable under Subparagraph 2 A and Paragraph 11 of this 

Section 11. I t percentage assessment is used, the rate shall be based on the Operator 's cost experience. 

( ( osts oi expenditures or cont r ibut ions made pursuant to assessments imposed by governmental au tho r i t y wh ich are applicable to Operator 's labor 

cost o i salaries and wages as provided under Subparagraphs 2 A, 2 I I , and Paragraph 1 I o f this Section I I . 

Employee Benefits 
Operator's current COSA ot established plans l o r employees* group l i fe insurance, hospital ization, pension, ret irement, stock purchase, t h r i f t , bonus, 

and otlier bend it plans of a like nature, applicable to Operator's labor cost, provided that the to ta l o f such charges shall not exceed ten per cent 

' ' .*>' ,() o1 Operator's labor costs as pros ided in Subparagraphs A and l i u i Paragraph 2 o f this Section I I and in Paragraph 11 of this Section I I . 

Material 

Material , equipment, and supplies purchased or furnished by Operator f o r use o f the jo in t p roper ty . So fa r as i t is reasonably practical and con

sistent w i t h e f t i c i e i u and economical operation, on ly such material shall be purchased f o r or t ransferred to the j o in t proper ty as may be required fo r 

inmeJia te use; and the accumulat ion of surplus stocks shall be avoided. 

Transportation 
I ransportation of employees, equipment, material , and supplies necessary fo r the development, maintenance, and operation o f the jo in t property 

su [• >t\ t to the f o l l o w i n g l imi ta t ions : 

A. It material is moved to the )omt property f r o m vendor's or f r o m the Operator 's warehouse or other properties, no charge shall be made to v.he 

iomt account tor a distance greater than the distance f r o m the nearest reliable supply store or ra i lway receiving point where such material is 

AS ailable, vNtcpt by special agreement w i t h Non-Opera tor . 



B. I f Surplus material is moved to Operator 's warehouse or other itorage point , no charge shall be made to the jo in t account fo r a distance greater 

than the distance f r o m the nearest reliable supply store or ra i lway receiving point , except by special agreement w i t h Non-Opera tor . N o charge 

shall be made to the jo in t account f o r moving material to other properties belonging to Operator, except by special agreement w i t h Non-Opera tor . 

6. Service 
A . Outside Services: 

1 he cost nf contract services and uti l i t ies procured f r o m outside sources, 

h. LAe of Operator's Equipment and Facilities: 

L\e of and service by Operator's exclusively owned equipment ana* facili t ies is provided in Paragraph i o f Section I I I ent i t led "Operator 's Ex

clusively Owned Facilit ies." 

7. Damages and Losses to Joint Property and Equipment 
A i ' tosts or expense-- necessary to replace or repair damages or losses incurred by f i r e , f lood , s torm, t h e f t , accident, or any other cause not con

trollable by Operator th rough the exercise of reasonable diligence. Operator shall f u r n i s h Non-Opera tor w r i t t e n notice o f damages or losses i n -

c.:rred as soon as practicable af ter report of the same has been received by Operator. 

8. Litigation Expense 
A l l .osts and expenses of l i t iga t ion , or legal services otherwise necessary or expedient f o r the protect ion of the jo in t interest*, inc lud ing attorneys' 

fees and expenses as hereinafter provided, together w i t h all judgments obtained against the parties or any o f them on account flf the jo in t operations 

under this agreement, and actual expenses incurred by any par ty or parties hereto in securing evidence f o r the purpose of defending against any 

at i ion or claim prosecuted or urged against the jo in t account or the subject mat ter o f this agreement. 

A l i a ma jo r i ty of the interests hereunder shall so agree, actions or claims a f f ec t i ng the j o in t interests hereunder may be handled by the legal 

s t i f f of one or more o i the parties hereto; and a charge commensurate w i t h cost o f p rov id ing and f u r n i s h i n g such services rendered may be 

nouie against the joint a .count ; but no such charge shall be made u n t i l approved by the legal departments o f or attorneys f o r the respective 

p . i i ( i o hereto. 

I ' lees and expenses o l outside attorneys shall not be charged to the j o i n t account unless authorized by the m a j o r i t y of the interests hereunder. 

0. Taxes 
A I taxes of every k ind and nature assessed or levied upon or in connection w i t h the properties wh ich are the subject o f this agreement, the produc-

:,.tn u u r e f r o m • >r the operation thereof, and wh ich taxes have been paid by the Operalor f o r the benefi t of the parties hereto. 

10. Insurance and Claims 
A Premiums paid fo r insurance required to be carried fo r the benefit of the jo in t account, together w i t h all expenditures incurred and paid in 

M ; ' '.emeni of any and all losses, claims, damages, judgments, and other expenses, inc lud ing legal services, not recovered f r o m insurance carrier. 

B. It no insurance is required to be carried, all actual expenditures incur red and paid by Operator in settlement o f any and all losses, claims, dam

ages judgments, and any other expenses, inc lud ing legal services, shall be charged to the j o in t account. 

I L District and Camp Expense (Field Supervision and Camp Expense) 
._ A pro r a; a por^t-n ot the salaries and expenses o f Operator's product ion superintendent and other employees serving the join? proper ty ancl^jOtJier 

' r nJ rTT- .V~Tr i—^^^n | 1 , . r | o^r^ the same operating area, whose t ime is not allocated d i rec t ly to the properties, and Tp_r^t f i n n»rriilll id i l u " " cost of 

aint.wnmg and operating a p r i i n^ rT t rn n f f i r f fcnow-i-^ as Operator 's _ .. . . ,, m """""" TT ... 

; ' ce located at or near . . . —-———_ ^ M f n r a comparable o f f i c e i f location changed), and 

• • . t ssarv subot t ices i i f any ) , maintained f o r the p* i In ' lln'iT h i 111 n TT 1'if fit i ' " 'd_. j ]J^n ' i I M camps, inc lud ing housing f acili :ies fo r 

eo plo\ees it required, used in the condui \ i i f I III' npi i n inn on the joint property and other properties ft perTTfrt -in- the j ^ m r local i ty . The expense 

i ' i i f anv r t - \e iuiefcjoi j i* . (ht'sT facilities should be inclusive of depreciation or a fa i r m o n t h l y rental i n lieu of depreciation on the mTesTTTUtrt-,—iiuch 

ed to all properties served on some equitable basis consistent w i t h Operator 's accounting practice. pport 

11. In l i eu of the provisions contained in paragraphs 11 and 12 of Section I I , a f ixed 
charge of $400.00 per month v i l l be charged to cover Administrative Overhead, 
Dis t r i c t Expense and a l l such items, i t being stipulated that the salary of 
operator's production superintendent when actually engaged on the unit property 
w i l l be allocated on a rea l i s t i c basis and charged to the unit operation under 
provisions of paragraph 2 of Section I I . 

. v, , i l be charged 

n . o i i M i k n d as . 

..^Jin1-: the joint property covered hereby the f o l l o w i n g management and administrative, overhead ^ k l r g e s j 

t all o f tue s of t he Operator not covered by Section 11. Paragraph I ! , above, inc lud ing sal aries .^TtTi i'xpenscsj 

.sept that salaries oi geologists and other employees ot Operator * ho are temporar i ly as^i^.aetf'to and d i r ec t ly j 

in Section 11, Paragraph 2, abo\ t . Salaries and expenses o f odi^s* leehnical employees as-| 

s-.rhcad charges in this paragraph unless charges for such^aHries and expenses are agreedj 

ditest charge to the j o in t proper ty . 1 

is pros i>! 

vered b\ 

WELL BASIS (Rate Per Well Per Month) 

W i l l D e p t h 

DRILLING WELL 
RATE 

PRODUCING WELL RATE 
(Use Completion Depth) 

t i r t f f i v e Next Five 
All Wells 
Over Ten 

\ O i T ' c u f J a m s f. r dn ih>f . svsils shall begin on the date each well is spudded and terminate w hen it is "-tto product ion oi is plugged, as the^ 

. asc : i a \ be. except t j i r u no charge shall be made du r ing the suspension o f d r i l l i n g operations fo r t i i t cen ( ! > ) o r ^ o r e coose:utise da\s. 1 

1' 1!' SOOIKVTIO!! \s>rf o\iri>ead charges, the status of wells shall be zs fo l lows : - v ) 

(1 ) liili-yjrfTin wells tor recover) operations, such as fo r fepressurc or Water f l ood , shall be included in the overhead schedule tHi^ same as p r o d u c t 

,-Trig oil wells. ^ j 

" I ] U ater suppls vsells uti l ized io r water f l ood ing Operationi jha l l be included in the overhead schedule the same ts producing oil we'osv. | 

r + i a^redufcimH SVMU. i.h all - be—iwilwdid in ' tU> a « n p l u a j n h e j u U tlu'-dai.w producing .41—wtlU. - - - .. . — . . 
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>t>i«h plugging » p " defend ilull U 4nVft4 it • h.»d wlwd.l l f 

hjatdown is effected. When such wells are plugged, overhead shall be charged at the producing well rate during the time required *̂ !>r the 

plugg!?TJf»*jptration. 

(5) Wells being pftrggeiijback, drilled deeper, or converted to a source or input well shall be included in the overriejd^rtedule the same as dri l l 

ing welts. 

(6) Temporarily shut-down wells (ottH>(^than by governmental regulatory body) which are not Pfpatdfet) or worked upon for a period of a fu l l 

calendar month shall not be included in>ksv£verhead schedule; however, wells s h u t i n f l f y governmental regulatory body shall be included 

in the overhead schedule only in the event the aTcBw*bJe production is 11 inlJillTTl I n other wells on the same property. In the event of a 

unit allowable, all wells capable of producing will be counTto^jn defawflflrung the overhead charge. 

(7) \('ells completed in dual or multiple horizons shall be con>idffed*a>^t^o wells in the producing overhead schedule. 

(8) Lease salt water disposal wells shall not be incliideii^-irithe overhead sdieJiTre-̂ ynJess such wells are used in a secondary recovery program 

on the joint property. 

1 he above overhead schedule for prodjaatTTg"^wells shall be applied to the total number of wells ope"rlKe 4jj
l n <kr the Operating Agreement to which 

this accounting procedure isaartcned, irrespective of individual leases 

It is specifically undĉ aeOo'd that the above overhead rates apply only to drilling and producing operations and are>*<K intendicd to cover the 
constructioj ->r"Dperation of additional facilities such as, but not limited to, gasoline plants, compressor plants, repressuring,">cijjects, salt water 
disrjpaat'lacilities, and similar installations. I f at any time any or all of these become necessary to the operation, a separate agreerrlCitt^will be 

' L . . J . L . . j . . . . J . 1 1 . . . . : . - . 1 J : . . . : . . „ r — . 

I-.. The above specific overhead rates may be amended from time to time by agreement between Operator and Non-Operator i f , in practice, they arc 

found to be insufficient or excessive. 

13. Operator's Fully Owned Warehouse Operating: and Maintenance Expense 
(Describe ful ly the agreed procedure to be followed by the Operator.) 

14. Other Expenditures 
Any expenditure, other than expenditures which are covered and dealt with by the foregoing provisions of this Section I I , incurred by the Opera

tor for the necessary and proper development, maintenance, and operation of the joint property. 

III . BASIS OF CHARGES TO JOINT ACCOUNT 

1. Purchases 
Material and equipment purchased and service procured shall be charged at price paid by Operator after deduction of all discounts actually received. 

2. Material Furnished by Operator 
Material required for operations shall be purchased for direct charge to joint account whenever practicable, except iliac Operator may furnish such 

material from Operator's stocks under the following conditions: * 

A- New Material (Condition " A " ) 

(1) New material transferred from Operator's warehouse or other properties shall be priced f.o.b. the nearest reputable supply store or railway 

receiving point, where such material is available, ac current replacement cost of the same kind of material. This wil l include material such 

as tanks, pumping units, sucker rods, engines, and other major equipment. Tubular goods, two-inch (2") and over, shall bit priced on car

load basis effective at date of transfer and f.o.b. railway receiving point nearest the joint account operation, regardless of quantity transferred. 

(2) Other material shall be priced on basis of a reputable supply company's preferential price list effective at date of transfer and f.o.b. the store 

or railway receiving point nearest the joint account operation where such material is available. 

O ) Cash discount shail not be allowed. 

B. Used Material (Condition " B " and "C") 

(1) Material which is in sound and serviceable condition and is suitable for reuse without reconditioning shall be classed as Condition " B " and 

priced at seventy-five per cent (75%) of new price. 

(2) Material which cannot be classified as Condition " B " but which, 

(a) After reconditioning wil l be further serviceable for original function as good secondhand material (Condition " B " ) , or 

(b) Is serviceable for original function but substantially not suitable for reconditioning, 

shall be classed as Condition " C " and priced at f i f t y per cent (50%) of new price. 

(>) Material which cannot be classified as Condition " 8 " or Condition " C " shall be priced at a value commensurate with its use. 

(-4) Tanks, buildnigs, and other equipment involving erection costs shall be charged at applicable percentage of knocked-down new price. 

3. Premium Prices 
Whenever materials and equipment are not readily obtainable at the customary supply point and at prices specified in Paragraphs 1 and 2 of this 

Section I I I because of national emergencies, strikes or other unusual causes over which the Operator has no control, the Operator may charge the 

joint account for the required materials on the basis of the Operator's direct cost and expense incurred in procuring such materials, in making it 

suitable for use, and in moving it to the location, provided, however, that notice in writing is furnished to Non-Operator of the proposed charge prior 

to billing the Non-Operator for the material and/or equipment acquired pursuant to this provision, whereupon Non-Operator shall have the ri|tnt, 

by so electing and notifying Operator within 10 days after receiving notice from the Operator, to furnish in kind, or in tonnage as the parties may 

agree, at the location, nearest railway receiving point, or Operator's storage point within a comparable distance, all or part of his share of material 

and/or equipment suitable for use and acceptable to the Operator. Transportation costs on any such material furnished by Non-Operator, at any 

point other than at the locacion, shall be borne by such Non-Operator. I f , pursuant to the provisions of this paragraph, any Non-Operator furnishes 

material and/or equipment in kind, the Operator shall make appropriate credits therefor to the account of said Non-Operator. 

4. Warranty of Material Furnished by Operator 
Operator does not warrant the material furnished beyond or back of the dealer's or manufacturer's guaranty; and in case of defective material, cred
it shall not be passed until adjustment has been received by Operator from the manufacturers or their agents. i 

5. Operator's Exclusively Owned Facilities ' 
The following rates shall apply to service rendered to the joint account by facilities owned exclusively by Operator: 

A. Water, fuel, power, compressor and other auxiliary services at rates commensurate with cost of providing and furnishing such service to the 
joint account but not exceeding rates currently prevailing in the field where the joint property is located. 

— 3 — 



1\ Automotive equipment at rate* commensurate ttiih cost of ow ucrship .irul operation. Such rates should generally he in h.ic w i th the sci.e.i.ile "1 

r : i t s .uiopied bv the TV i roleum Motor Transport Association, or some other recognized organization, as rccomnu ruled u n i f o r m charge'1 agamM 

mm t account operations and rev ised i r o m time to time. Autnnio t 1 \ e rates shall include cost of o i l . gas. repairs, msuran.ee, ami ot l u r ope rat, ne, 

expense and depreciation: and charges shall be bised OP use in actual service on, or in connection w i t h , the joint account operations. 1 r iu k 

ano c r a r < J r r.ttes may include V M ^ C I and expenses of J r n i T . 

( . \ '-\,r rate ,baii be chareed 'or the use of d r i l l i n g ami cleaning - or t tools and a ry other items of (Operator's I u l l \ owned machmerv m- <\mip 

n i which shall be ample to cover maintenance, repairs, depreciation, and the service furnished the joint proper ty , provided that ' i k h . barges 

-hall ro t e\ Lced those eurrent ly prevailing in the f ie ld where (he joint property is located. Pul l ing units shall be charged ar hour! 1" rate:. . >m-

n',oiMir.i!c « nh [he cost o i ov. nership and opera t ion, w Inch shall in c lude repairs and maintenance, opera; ing suppl ies. insurance, depn'c i.it i m, and 

taxes. Pulhn.i; u r n rates mav include wages and expense1- of the operator. 

U \ tair ;.ue vhall be charge;! for laboratory services performed bv Operator for the benefit of the joint account, such as gas, water, core. .md anv 

mher analyse-, and te^ts, provided such charges <diai! not exceed those cu r ren t ly prevail ing i f performed bv outside service- laboratories 

I 'vX, f i f i ever requested. Operator shall i n f o r m Non-Opera tor in advance of the rates it proposes to charge. 

f Rate-, -.na!! he revised and adjusted f r o m time to time when f o u n d to be either excessive or i n su f f i c i en t . 

IV. D I S P O S A L O F L E A S E E Q U I P M E N T AND M A T E R I A L 

I lit Operator shall be under no obligation to purchase interest of Non -Operator in surplus new or secondhand material. t he dispositi.ni ol major 

i ten is ,>; se rpl .;s materia!. seu h as derric ks, tanks, engi nes. pumping units , and tubular goods, shall be subject to mutua l deter nun a tion, bv t tie parties 

••'t.rt:o; provided Operator shall have the r ight to dispose of normal accumulations of junk and scrap material either hy transfer or s;le i r o n the 

sooit propertv . 

1. Material Purchased by the Operator or Non-Operator 

Ma-en.}' purchased by either the Operator or Non-Operator shall be credited hy the Operator to the joint .Kcmnu fu r t ie month m which the 

m . m n a i o removed by the purchaser. 

2. Division in Kind 

1>M. , ion of material it? k i n d , it made between Operator and Non-Opcrat nr. shall be i r propor t ion to their respective interest., in such material. I .ith. 

iKirw xv i ' l ; ht rt.'iipo:i be charged indi vidually w i t h the value of t he m aterial received or receiv able h \ each par tv , ami c orre-pond wig c red it -> vv dl be 

•.,adc by the Operator to the joint account. Such credits shall appear m the monthly ' t . i t t m c i u of operations. 

3. Sales to Outsiders 

Sa h *• t-t .aiiMilers ot material 1 roin t he joint proper r y shall be c red i t t d bv Operator to t he joint account at the net amou i ,t collected b\ Operator 

! m-o \ ec.tiee. A n v c hi i ms bv vendee fo r defective material or ot hcrw i«.c shall be charged back to t he join t .u c m m ; it and when paid l>> Operator. 

V. B A S I S O F P R I C I N G M A T E R I A L T R A N S F E R R E D F R O M J O I N T A C C O U N T 

Materia! purchased by either Operator or Non-Operator or diiided in kind, unless otherwise agreed, shall be 
valued on the folloicing basis: 

1. New Price Defined 

\ev«L prue as n^-J m the f o l l o w i n g paragraphs shall h a \ i the same nu . inmg and application that LMCU above in Section l i l , ' l iasis ol t 'imce- t>. 

j o i n t Accoun t . ' 1 

2 New Materia! 
New i -a^n .d ' C o n d i t i o n ' \ " ) , being new material procured tor the j o i n : account but never tMed thereon, at i r e hundred per cent [M.H 1 ' , , •>! o i r 

rem m u ; " i ' t ; iplus sales tax if .my 1 ). 

3. Good Used Material 

Vf>"d .istd .nater.a! i Condi t ion " h " ) . being u-cd material in sound ami -1 r v it, cable condi t ion, ^unable for reuse wi thout reci nd u ion m i; 

•\. 'N t H U P ' \ i i \ e per cent i ^ r f ) of current new price it material was chargeei to joint account a* new, or 

H. At sixty use per cent ( <S f < ) ot c u r rcnt iievs price i f material was original!) c barged to the joint proper t v as see omi hand .it *•(. > en t v ! i ve per 

U P : • •* : f_t ) of ;H'vv p r u c. 

4. Other Used Material 

i, M. J material > Condi t ion " ( " ) . at f i t t v per cent i ) ot current new price, being used material w i n c h : 

A. A rter rc. oncMtiomng w i l l be f u r t h e r serviceable for original f u n c t i o n as good secondhand material (Cond i t ion " i i " ) , or 

H. is serviceable 11 >r original f u n c t i o n but su h s t a n 11 al 1 v not suitable f o r recondit ioning. 

5. Bad-Order Material 

M itcri . i l ai d e i , i ' , j - • i ie n t i ( o i u i i ' m n " [ ) ' ) . which is no longer usable tor its original purpose w i t h o u t excessive repair cost . an is f u r t h e r iMii.de ter 

mmc <.[ner pcrpt^e, shall l>e priced on a basis comparable w i t h that ot items normallv used tor that purpose. 

6. Junk 

} L.n k • ( on dir. ton " 1." ) , ht ing obsolete and sc rap material, .it pre v ail ing prices. 

7. Temporarily Used Material 

\V her the me ( 1 t material !*• temporary and it1- scrv ice to t he joint ace on nt does rot i u-11! > t e rrdtic t ion in price as prov ided in I'a ra •.; ra p' i ^ I , , 

. . b ' U \ sue li materia! shall be priced on a basis that w i l l leave a net c. ha rge to the joi at ac c onn; Consistent ^ i l l i t lie '-air..' ot l he sers ice rendered 

V I . I N V E N T O R I E S 

1. Periodic Inventories, Notice and Representation 

At reascna oie i n rcrv aK. in vent ories shall be taken by Operator of the jo: r.; accou nl material, \\ l i u l i shall i ne Kule ail • uc :; mau-t ial as M . ̂ rdo i art 1 \ 

eorsidered . • •• r". t rol 1 a bl e bv operators of oil and gas properties. 

^ r i t t o i notice in tent ion to take inventory shall be given by Operator at least t h i r ty ( j O ) da\s before any inventory is to begi i ,o that Non-

Operator maj ' be represented when any m i c n t o r v is taken. 

l-'adure of Non Operator to be represented at an inventory shall b ind Non-Opera tor iv accept the inven to iv taken by Operator, vein, sji.dl in thai 

event i ti r rush X urn-Opera; or v. ' h a copy t hereof. 

2. Reconciliation and Adjustment of Inventories 
Reconciliat ion of inventory w i : n charges to the joint account shall be made by each par ty at interest, and a I is; nt uveragev and ,h .n . i< .A all be 

jo in t ly determined hy Operator md Non-Opera tor . 

I n vent or y ad ju-u men is shall be made by Operator w i t h the join t accou nt for overages and shortages, but (. 'per \: • >r sh d! he ield accou m d-ik to \ o i i 

Operator only tor shortages due 'o lack of reasonable diligence. 

'\. Special inventories 
Special inventories may be taken, at the expense of tlie purchaser, whenever there is, any sale or change ot -.merest m joint pr>>pe:!v, . j o 11 

be ' h r du ty o: tiie p . i r tv selling o n o t i f y all other parties hereto as qu ick ly as possible alter the transfer o! mures i -.ikes ••-.i..e. In s.,.:. . . -c s n n h 
f L i c ir!]er and the purch.oer .sh.ill he represei! ted and shall be governed by the inventory so taken. 
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infix AGREEMENT 

POR THK OOVM ÎOE?;? AKD OPERATION 

OF '!>'OE 

OU) LOCO OITIT AREA 

OQUlv'fY OF EDDY 

STATE OF HEW MEXICO 

A3EEEMEIJT entered rate as of the f i r s t day of Marc]; by aM 

aa's-e:' t':..~ .--arti-it scoscribing, r a t i f y i n g , or consenting hereto, and herein 

i:efi-rr-r-n t r a.? fern "parties hereto,'' 

V I T S E S S S T K s 

w'iEREAS, the parties hereto are the ovners of working, royalty, cr other 

«il tuiiL f j i iiser^sv; i.n the oait Area subject to tbis agreement; and 

V.": K'XAS, the Commits loner of Public Lands of the State of ilmv Mexico is 

author-ied by law (Voluaie 2, Chapter 7, Article 11, New Mexico statutes, 1953 

Annotated) to consent tc and approve the development or operatiot of state lards 

xnder agreements made by lessees of State land j o i n t l y or severally with other lessees 

where such agreements provide for the unit operation or development of part of or 

•all of any o i l or gas pool, field, or area; and 

WHEREAS, the Commissioner of Public lianas of the State of New Mexico is 

authorized by an Act of the Legislature (Sec. 1, chap,, 162, Laws of 1951; chap. ' I ; 

ATt. 11, Sec. Ul, H« M» State. 19;-5 Ajanot,) to amend wit); the approval of lessee, 

evidenced by the lessee's execution of such agreement or otherwise, any o i l arid o&s 

lease embracing Stat* lands so that the length of the term of said lease may coincide 

with tha term of su-di agreements for the unit operation and development of part os* 

|L11 of any o i l or gas pool, f i e l d or area; and 

wliJSREAS, the Oil Conservation Commission of the State of New Mexico is 

authorized by law (Volume 9, Part 2, Caapter 65, Article 3, New Mexi o Statutes, 10ii 

Annotated) to approve this agreement and the conservation provisions hereof; and 

WHEREAS, tb« parties hereto hold sufficient interests in the Old Loco Unit 

yea covering land hereinafter described to give reasonably effective control of 

operations therein; ana 

WHBRfistS, i t is the purpose of the parties hereto to enable in s t i t u t i o n and 

consummation of secondary recovery operations^ to conserve natural resources, prevent 

waste and secure other benefits obtainable through development and operation of the 

Old Loco Unit subject to tois agreement under the terms, conditions and limitations 

aerein set forthv 



HOW;, TJBSHEPOREj, in consideration of the premises and the pronds** fatff«l& 

contained, tha parties hereto eoamit to this agreement tb s i r respective Interests ia 

the "Unit Area1' and the "unitized Formation'' lying thereunder (a* those term are 

defined hereinafter) and agree severally among themselves aa follow©: 

1. EKABLXNGr ACT AND RBGULATIOHS. Ihe o i l and gas operating; regulatio&a i n 

effect as of the effective date hereof governing d r i l l i n g and producing operations aot 

inconsistent Mith the terms hereof or the laws of the State of Mew Mexico are hereby 

accepted and aade a part of this Agreement. 

2. DEFINITIONS. For the purpose of this agreement, the following terms ®ad 

expressions as used herein shall aeanj 

(a) '•consulssion'' means the o i l conservation Commissicn of the State uf 
Sev Mexicoo 

(V; "CcRsniisiomwe" aeans the cotasiissioner of public Land* oi' the state of 
Hew Mexico* 

(c) "loyalty Interest" or "Royalty" nsa&s an latere at other tban a Workljag 
interest in or right to receive a parties of the Unitized Substances or the proceeds 
thereof and includes tbe royalty interest reserved by the lessor by m. o i l and gaa 
lease and aay overriding royalty interest, o i l payment interest, net profits contract;, 
or aay other paysent or burden which does aat carry with i t the right to search for md 
produce Unitized Substances * 

(d) "loyalty owner™ Beans the owner of a Royalty Interest. 

(e) "-Tract" mean* each parcel of land described as such and given a Tract 
suasber ia Exhibit B = 

( f ) "T^Ect Participation" neans th® percentage of Unitized iMb«ts.acee allc-cated 
to a *?raet imder this ®gree»8at as shown in Exhibit A. 

(g) °° Urit Area" mean* the land shown on J&hiteit A, aM described by Tracts 
in jgjchiblt 3A, . containing . $fe© acres, a l l lands herein co—Kitted to this -agreement shall 
constitute l&iads referred to as unitized layL or lead subject to thia a-greesysnt. "* 

" (hj "Unit Operating Agreement" neaas any agreement or agreeomits, whether c€s« 
or iaore, ©stared into either separately or collectively by and between the Unit Operator 
and the i r k i n g Interest Owners, as provided i n Section 9, A0QSS01T0KI PK0VIS3SWS AW) 
m m OfgRATBiG JISGBgMSIT, and shall be sfyled "Unit Operating Agreement for tbe 
Developssent and Operation of the Old Loco Unit Area, Oounty of SdLdy, State of let! ifsaxico. 

( i ) i!Unit Participation" means the sxsm of a l l Tract Participations or portions, 
hereof which a party is entitled to receives See Exhibits C-l and ;:• 2 -

( j ) "Unitized Formation laeans the Grayburg and Lovington jtoraatlons, S«P* 
being that heretofore established underground reservoir encountered i n the d r i l l i n g 
by Miller aad 3&ith of i t s Texas Gulf State #1 well between tbe deptfcsof 2350 and 28^€ 
feet, which said well is located i n the SW l / h of the HE l/4 of Section 32, Township IT 
South, Bang© 29 East, Eddy County, lew Mexico. 

(k) "Unitized Substances" means a l l o i l , gaŝ , gaseous substances, sulphur 
contained i n gas, condensate, d i s t i l l a t e and a l l associated and constituent liquid or 
liyixefiable hydrocarbons within or produced from the Unitized Formation, 

(1} Noting interest" mstmrn the right to search for, produce and acquire 
putis-ed Substances whether held as aa incident of ownership of mineral fee simple 
t i t l f c , laader an o i l and gaa lease, or otherwise. 

(s) "sfor-kiag Interest Owner" aneans any party hereto owning s working Xnfcirrett^ 
ici'Xudiug a. carried working interest owner, holding an interest in unitized subsi;»B**t:.{ 
if' virtue of a lee.se, operating agreement, fee t i t l e or otherwise, which interest tu 



^ < 

chargeable with and obligated to pay or bear, either i n cash or out of production, or 
otherwise, a l l or a portion of the cost of d r i l l i n g , developing and producing the 
Unitized Substances from the Unitized Formation and the operation thereof hereunder. 
The owner of o i l and gas rights which are free of lease or other instrument conveying 
the working Interest to another shall be regarded as a working interest Owner to the 
extent of seven-eights (7/8) of his interest i n Unitized Substances, and as a 
Royalty Owner with respect to his remaining one-eighth (l/8) interest therein. 

3. EXHIBITS. Attached hereto as Exhibit A is a map showing to the extent 

known to Unit Operator, the Unit Area and the boundaries and identity of Tracts and 

leases in said Unit Area, Attached hereto as Exhibit B is a schedule shewing to the 

extent known to Unit Operator the acreage comprising each Tract and the ownership of 

each interest owner i n each Tract. However, nothing herein or i n said schedule or map 

shail be construed as a representation by any party hereto as to the ownership of any 

interest other than such interest or interests as are shown i n said map cr schedule as 

being owned by such party. Attached hereto as Exhibit C is a schedule showing fn 

Part I thereof the Tract Participation of each Tract i n the Unit Area and i n Part ] l 

thereof the Unit Participation of each Working Interest Owner. Said schedule sliall 

become effective at 7:00 a.m. on the effective date of this agreement. 

I t is hereby agreed by a l l parties to this agreement that Unit Operator is 

empowered to correct any mathematical or clerical errors which may exist in the 

pertinent exhibits to this agreement; provided, however, that correction of any error 

other than correction of a mathematical or clerical error shall be made by Unit 

Operator only after f i r s t having obtained approval of Working Interest ovners and the 

Comaissioner. 

Exhibits A, B, and C shall be revised by Unit Operator whenever changes 

render such revision necessary, and at least two copies of such revision shall be 

f i l e d with the Commissioner. 

»̂ EXPANSION OF UNIT AREA. The above described Unit Ares. may. . ..en 

practicable, be expanded to include therein any additional tract or traces ,r a t i 

as reasonably necessary or advisable for the purposes of this a^r&e.der.t, '.. ,-;.e- -uch 

expansion i j necessary or advisable to conform with the purposet c f t t , : .^-cement. 

Tract Participations resulting from such expansion shall be on a ..ag.i^iav.. is and, 

after agreement between the affected parties has been reached, ou:i ,0. snail oe 

effected in the following manner; 

(a) Unit Operator, with concurrence cf at least 7i> f-er c-.nh • i ,:• ,1 
Voting Interests and after preliminary concurrence, the commisoJ :>n. ana " ̂  c « h . c; 
shall prepare a notice of proposed expansion describing the -onwen:., ».r.r .• • bn'. . iu 
boundaries of the Unit Area, Jfehe reasons therefor, and the-propo s--̂. e. i * c t i •' u. • f - t 
preferably the f i r s t day of a month subsequent, tc the uate of -of 



CcA paid notice saall be aelivertu to the Commissioner ana th*- Comri-S: leu, 
.op.;./:. 'o.:.;ro.;P su-iPoo to t h ^ loot knout oddrets of each porkiro; Interest facer, 

>̂  re, atv.; lej..cr »hosc interests *rs affected, advising that -0 dayj "> 111 bo allovc-i. 
or o-.urou-.oioo tc the Unit o?eraw0r of any objections. 

(o) Upon ocpir ;lion of tne p>-u.-p, period providers io th "• pr: sea: op; i " v s 'Pj 
orc.u. Port Operate.;- snail f i r e "th the Commissioner and th- Cc-ta'.ssleu colder e 
..." eoP;..lu.-, uf the notice- of supaucicu ana a copy of any objection theratc- vd lo; nave 
ee; telle., with t Unit Operator, together c i t h an application i n s u f l f c i u a t .umber 
or a .-erova.. o i e. :.ee. expansion ana e-ith appropriate joinders, 

, .„) After r.;c consideration o l yxx pertinent Information, too etpsus:. ..ui ..Pale, 
ooo 00000-0:0. by the ComrP3ioner a..d the Commission, be-oao.; rf fective cc of th * onto 
rcoerieed ie to-. net j.co thereof. 

J.,., .eep p .-rovo-d o e i . ^ i v u ol' the Unit Area, tho rav.lc.ed Traot p.artio ipati'ov..,. 

f 'shone po -»cte P : c . eere comniittec prior to each such expansion ;e a^l ro ,aiu toe 

ao..' r a t i : ooo to a;.other. 

. . UlilflZED LAND m u 'MITTZED btresm'CES. AH O i l , gas, paccoua e eta. ces, 

:..lu;P.oir "ontained i n .,ao, condensate, r s c t i l l a t e and a l l associate i sod coaetitaerl 

at": • Iquerlacle Pedrocaroens :n tne lands committer to th...... aproert et u-, , 

too prays icg srd Lovarpston poraatiens, unitized under th- ten.^3 oP th.-a par reoe 

are: are herein called Unitized Substances) ana said lando s h a i l constitute ... -uroc 

o'OL-oso to. heroin ao " u n i t i t l a a a ! i or "land subject tc t h i " agreerr, i n t . 8 1 

1- PMIT OPERATOR. VILAd P. SELDOM i s hereby aesiocaton o- the Uu.U 

.--.x a-tor ao.P ep signature hereto ao Unit Operator agrees and cOEScal..-, to ;. op.. too 

etc • oi Pope Operator tor tne - ev eloper nt ana production of Unit! Suostaa -s ee 

era'.".- prcv-fleo. the never reference is oade herein to the "Unit Operator," o c ; 

-lessee., u": •* -e the p n i t Operator actidp in that capacity end not a; ax. owne" eo' 

oteoo-.: ... p,.ifj.:o-o Sue stanceo, ana tha terrr '-'Working Inte r e s t Genu-"' voo?o. a e?._. 

'•'.:'•:• .n, dra.. 1 a;ce!-o or refer to Unit Operator aa the owner cf a p o ' .i,^ pataroet 

ceo .-. ist interest o'o.pa by ,Ll« 

- PoPPPIiATPON OH REMOVAL OF UNIT OPERATOR. Unit Operator snail a a-, e S;..s 

- et. t • o-o P;n ao aey time, out such resignation s h a l l not t . coo* e:f t i v e >s o.-, 

c t e o 1 orp.t Operator froa sue duties and obligations of Unit r. aerator and 

e o e a t : t i l t Operator'a ri g h t s ao sac;: for a period of 6 month?: I t e r c ei. 

h- u r c t u - 5.o .n Par i t e r ceroo.. by j n i t Operator on a l l Workup- Totsc-ot Ouusou; 

•u ha- p o:o.o aioneo" ao* the Consolesiou, and u n t i l a l l wells theo P r i l l e d Pore srlsr 

o o - e i P. , atrePe - t o r c o n d i t i o : for suspension or abandonment. v,r caov-'r 

i p o r o l ;.c tlie Coceaiioioo oa to Plate lands, unless a nee Unit Op'uoatof shaa. ;.:,e 

car u l o p o : ana aoorove:. ana shall. Pave ta^en over and assumed, the S.ohies e,:. 

elooar or... - f Unit Operator pr i o r to the expiration of said per lea. 

I'o resspootro-i or Unit Operator s t a l l nes release Unit Operator ires; us 

i s u o i l i p ru o-Paait oy i t oereauaor o-.:eurr:P,o p r i o r to tha ei feet ive ;-ate oi :o 

a s ̂ ooat„c o. 



Bh® uni/i Operator aay^ upon default ©* failure in the pe^fomwxc* of ibs 

forties or obligation* hereunder, be ©reject to removal by afften̂ tiv«s rot® ©£ at 

laeat ' 7% the voting interests- such r«val shall toe effective upon aotice 

thereof to Vb.e oessaissionero 

jn a l l such instances of resignation os? removal., u n t i l & ĝ cesnsscaer "Salt 

Operator is selects &ad approved̂ , as hereiaaft®r provided, ths Working interest owners 

sdarfi be jointly responsible for the perforsaance of the duties of U&It operator wad 

shall,., cot later t'aan 30 days before such resignation or removal becosaes sf?ectiv* ? appoitot 

a cowroon agent to represent Them in any action to be taken hereunder? 

The resignation or removal of Unit Operator under this afreesaent shall not 

terminate i t s rights t i t l e or interest as %hm owner Of a Working Interest or other 

interests in Unitized substancesp but upon tha resignation or removal of Unit operator 

becoming effective, such Unit Operator shall deliver possession ef a l l equipaxsnt, 

saateriais, and appurtenances used in conducting. th« Unit operations owned by th® 

•-•/crking interest owners to th© new duly qualified successor Unit operator, or to 

the owner thereof i f no such new Unit Operator is elected^ to be used fcs? tha purpose 

of conducting ffc&t operations hereunder-, jStothing herein snail be construed as 

authorizing removal of any materials equipment and appurtenances needed for th® 

preservation of any wells* 

6- WCOSSam WIT OHflMRBU Whenever the Unit Operator shall tender hia 

or its. resignation as Unit operator, or shall be removed as hereinabove provided., 

the 'working Interest Owners shall, by affirmative vote of at least. 7$ pert cent of 

tbe voting interests* select a successor Unit Operatorj provided, aoweverp that should 

any Working interest Owner own a voting laterest of ssore than 25 per cent, the vot« 

of said party sfeall not serve to disapprove the selection of a new Unit Operator 

approved by 00 per cent or more of the Voting Interests of the remaining Working interest 

Owners aiwd provided, further, that the Unit operator shall not vote to succeed itself 

and Its voting interest shall not be counted in a vote concerning i t s removal as the 

unit operator- 3s*cfe selection shall not become effective u n t i l (a) a Unit operates? 

ac selected shall accept in writing tbe duties and responsibilities of Unit operatorc 

and (b) ths selection shall have been approved by the Commissioner,, i f ?a© successor 

ht i t operator is selected and qualified as herein provided, the owucfissloner 5&@y, at 

hi* election, declare this Unit Agreement tatwinatede 

i - tpumnm mwmms mm wx% m&mm M&mmi* POX costs a©a 
sjcpeiassa incurred by Wait Operator in conducting U»it operations hereunder shall be 

apportioned asaong, borne and paid fey the i r k i n g Interest Owners, a l l in accordance 

*:th thia agreement and tbe IMit operating a3ree*<*nt, As Unit Operating Agreement 

shall alsc provide the sMmner ia which the working Interest owners shall be entitled 



to receive their respective proportionate aM aJULccat»i share of the beaafits 

accruing hereto in confortaity with ttoefcr underlying operating agreeaentia, leasee, or 

other independent contracts and such other rights ind obligations as between Unit 

Operator and the working Interest Owners as they fcay agree upoho However, th* Unit 

Operating Agreement shall not be deemed either to fto&ify the teraa sad conditions of 

this Unit Agreement or to relieve the Unit Operator Of toy right or obligation 

established under this Unit Agreement̂  in case of any inconsistency or conflict 

between the Unit Agreement and the Unit Operating Agreement, this agreement shall 

prevail, One true copy of any Unit Operating Agreefflftn* shall toe filed with the 

Commissioner» 

10. RIGHTS AND OBLIGATIONS OF tMlT QfS&AfQft* &tcept as otherwise specifically 

provided herein, the exclusive rights privilege^ and duty of exercising say aad all 

rights of the parties hereto (including surface rights) which are necessary or 

convenient for the prospecting for, producing# storing^ allocating, and distributing 

the Unitized Substances, are hereby granted and delegated to and shall be exercised 

by the Unit Operator as herein provided. Upon request therefor, acceptable evidence of 

title to said rights shall be deposited with said Unit Operator and, together with this 

agreement, shall consititute and define the rights, privileges^ and obligations of 

Unit operator. Nothing herein, however, shall be construed to transfer title to any 

land, lease, Royalty Interest, operating agreement or eoMounitisation agreetaent, i t 

being understood that under this agreeaent the unit Operator, in its capacity as unit 

Operator, shall exercise the rights of possession and use vested in the parties 

hereto only for the purposes herein specified* 

11. EQUIPMENT AND FACILITIES NOT mitflRfcS ATTACHED TO REALTY. Each Working 

Interest Owner has heretofore placed and used od its 2*act or Tracts coalinitted to thi* 

agreement, various veil and lease equipment and other property, equipment and 

facilities. It is also recognized that additional equipment and facilities my 

hereafter be placed and used upon the Unit Area as now or hereafter constituted, u&erefare,, 

for all purposes of this agreement &n£ and all such equipment shall be considered to 

be personal property and not fisi&yes attached to realty* Accordingly, said well and » \_ 

lease equipment and personal property is hereby severed froa the mineral estates 

affected by this agreement, and i t is agreed that and a l l such equipment aod 

personal property shall be and remain personal g#o|>#r&y for all purpose*. 

12. PLAN OF FURTHB* wmumms m mmmm, n i* recognised and agroed 

by the parties hereto that the object and pu#£@s« of thia egras&ent lis fo formulate and 

to put into effect a secondary recover projeet in order to effect the optiufcw recovery 



j ; ; r o u - s t i s u c o o f |rreofrofc HS^te end conserve natura l reswC'JS » To- y'srlloo 

cc . : ou^o tou t tec UA.lt operator rascy^ subject t o tbe consent and upsOU-oal of e 

? • .»f wppx*ats.oi» by t t s î bxk&xiz T/uteregt owners, the Cowavissloner *«b ' t = ftsgiois^lor 

o,. t ,ot-, t o - i jo t t joeh Fors^t ion, througn any •wall or wells ecwplct o t h e r e i n , 

ore, -.,-itter, .-;ir, osftj o i l , l i q u e f i e d petroleum gas, or any other f-ubut*».ee .or & 

o.j oat : oo of sjny of saici •substances, whether produced from the Utt-fc u-e- •• jjWRatior 

oot . anu that the loca t ion of input wells d«d the rates o f fovbu-t too o ^ r e i n unci 

c t r ot or'xiuctioo. shal l be ooveroed by standards of good geologic my~> p^tro:ho.o; 

o - ^ r T i C g praot.kso and -.conservation methods* This agreement ia and sha l l be 

o t ; t t o toe conservation m«3 o l the State of Hew 5#txico, te the U rules , 

:.o;rOrco o , ; orators ut ti;o Qomd oo ion ar and the Cc»«ii ssion and to a l l ether sppi'u »bl* 

d c r « l , titoto aivn r-unlclpal. laws,, races,, regulations end orders• *.{?be <»*«'£ les tersto. 

o . o t o-o pr;or rucoto, i f »?ry, grant to Uni t Operator the uso of b r r j o .or wa^er r«r 

^- ;".uo-n ooo lo i t r f i t ioo in p.nd u;vlsr the Uui.t Are<s fo r i n j e c t i o n in to • oe Unit ized 

io^t s f t e r co/^n-jesrent of o^conuarv opis^atiom, Uni t operator ,-,h#U furn ish 

• occito...oo; co or ;:ajoto.oy in . f^ct ioo sjid. production reports f o r es.ee wet. Io i;>- i j u r i 

• i l « ;orkirrt iotorr;8t Owners &od the Co»KEi»gicsr«sr sktaXl be f u r u u oo : per ^foks: 

;»o;o,t. co Vr.n prosrej ' . of to« plrio of operation and <a»y revis ions or ..!->*-,(.;es tfcvreto 

;o;o.-c.o ,o u^et c ' r i r . r - i coobrtloro or to coot-act the in te res t s o f at ' ; ort le:> to 

h> oo.u;-.''o;.o;0 - uro« iOioj f to^eo'orr. that sou o-\O i T -evhuoiojns of ituc fli /c coocret.ujo 

o -uuci o^oh' "eo-iijtioo fro 1 * the i a U b o l p i r n of operation ;uroll r - I je- . t too 

•UTOOCO: or.;;, flpotovac of zbt ;.t>roi.j7,o Jotarect Owners, ths CQooiisoto K ; > i cno 

• .-- f l f ; t i C o f l T I O S , foooVbit C-l obous tfcf psrcsaatageo of po 't;u- oo^ouou b 

- -1 f.-<*-ut s'urhV io- o r i t U r c ,1 «uX ucooto w i t h i n toe Unit tr.o-- ;,o;; -aiwrLutci 

t o ortoc-.;o- ' . ' ;V of h r ; ? crec;oerrfc ( t t r q u a l i f i c a t i o n s coco HOC 03- -V - nvooouu. 

" t:!' cc t,-0or ; ; j r b ; ;o fh- cooo lb jorreot) , r f l e S 9 g.) 1 tc ^; ; > H : ; iou. ; 

i t orou so-' ou ;-rotr-o ra o t tho oOfrct ivf t tbrt.* of t h i s agoee«o e x , o? : t-^roto-

•- - o,-f uo-;^ or to - ;ft-r'C"a'0; i r t t u ot, Ctwaoro^ soxro me. p racf i roore ^f ' . - r- U"o ' . t i : - ; 

oo -e ro ro ; chro..l fro;- v i t h th^- a orussiooer and th-™ ffioxu' > -. ,or tsottcu- U-;M-

; 0 i u o i t 0 e 0 Vou•'->•- / u . • :. ; ; a i d ^ r r - r c t i r c i r o f e , v t a c h o a i d s c h e d u i ^ s «: •- . ;,;; 

;'Jo( ;oo;.r "0' 0.-;o-'' ouVh.oit C- l s--d considered f o r aj 1 pvirposes o« a • of rto., 

oo-Eo^:.t 0; o ;-o).o-d Exhib i t ( r - i sha l l set f o r t h opposite e--oh o-. V 0—0 c-o r 

sot oO;« rc-u--.^ v tso t iFart tcioution tbo;-oOc.r (vbir'"i shgdti ce >.. d.cui .C-': o-- -..v.;-.--. 

c o- ",; :': Vcotorrc lad foriruo:.. vhich -ere uo.c-1 tc , ixr ' .vt at ct.e v i,..o Oor t - o-. t 

e *- : i f : i v " , ; - ;* z i»'i 1-k .̂htrV 0-1 oiiuie - "o hcuotco. t u t ^00 c;v:h;- -c-r- ,,o:l- 't> 

: u-c, o tro Iros-cos), men rcvioea r ^ h i b i t o-j oo:.o3 d j s? 5,0000;: r; • r .or-joiusor.^ 



and the commission within 30 days after filing, •hail supersede, effective- aa of 

the effective date hereof, the Tract participations set forth in Exhibit C-l 

attached hereto until a further revision or revisions thereof is approved by tne 

Commissioner and the Commission* The 15*sot participations Shown on Bxbibit C-l 

attached hereto, or as aay be shown on the revised Exhibit C-l as above provided, 

ehall govern the allocation of Unitized Substances 6a and after the effective date 

of this Unit Agreement as set forth in section 3 hereof, and until the allocation 

schedule is revised pursuant to this agreeaent sad the revised Tract participations 

are approved by the Ccnaaissioner and tbe Ootaaisaion. 

lU. TRACTS QUALIFIED TOR PARTI CtPATSQH. from tbe effective date hereof, 

the Tracts which shall be entitled to participation shall be those Tract* vhich are 

described in Exhibit B end which, at any tine, are qualified as follows: 

(a) Each Tract as to which Working interest Owners owing lOOjt of 
the working interest therein have be COM parties hereto end as to which 
Royalty Owners owning 1% or more of the Royalty Interest therein have 
becoae parties hereto* 

(b) Each Tract as to vhich Working Interest Owners owning 100)1 of the 
Working Interest therein have become parties hereto and as te which Royalty 
Owners owning less than 1% of the Royalty latereet therein have becoae 
parties hereto and, further, as to which: 

(i) AU Working Interest Owners in any such Tract have joined in a 
request for the qualification of such Tract, aad 

(i i ) 8o£ of the combined voting interests of working Interest Owners 
in all Tracts meeting the requirements' of paragraph (a) hereof have 
voted in favor of qualifying strife Tract* 

For the purpose of this paragraph (b), a working interest Owner's "voting 
interest' shall be equal to the ratio (expressed in per cent) which its 
aggregate Unit Participation in a l l Tracts qualifying under paragraph (a) 
bears to the total Unit participation, as shown on Exhibit 0*2 of a l l 
Working Interest Owners in a l l Tracts qualifying under paragraph (a). 

(c) Each Tract as to which working interest owners owning less than 
100$ of the Working Interest therein have become parties hereto, regardless 
of the percentage of Royalty Interest therein which is mommitted hereto 
and, further, as to which: 

(i) The working Interest owner operating any such Tract and 
all of the other working Interest Owners ln such Tract who have 
become parties hereto have joined in a request for qualification 
of such Tract and have executed and delivered an indemnity agreement 
indemnifying aai agreeing to hold harmless the other Working Interest 
Owners, their successors and assigns, against a l l claims and demands 
which may be made by the owners of Working Interests ia such Tract 
who are not parties hereto and which arise out Of the qualification 
of such Tract; and 

( i i ) 8036 of the combined voting interest of Working Interest 
Owners in all Tracts meeting tho requirements of paragr-*pctj (a) and. 
(b) have voted in favor of the qualification of such Tract and 
acceptance of the indemnity agreement. 

, For the purpose of this paragraph (o), a jerking interest Owner's- "voting 
interest" shall be equal to the ratio (expressed la per eent) wnlcb its 
aggregate Unit participation in a l l Tracts qualifying under paragraphs (a) 
and (b) bears to the total Unit Participation, as shdwn on Bxbibit C-2, 
of all Working Interest Owners in all Tracts! qualifying under paragraphs 



;,.r {bu. :?iK>a Iho quHli.i''j.t>4iIo« of such a. cuVactj, th»* hue; i J^aftioir sf ; 
; ,,euio uscce cc-cu wtfeuouWKi. to the BCMUbscrihlac oworct of the 
,ou ixhceriyt iu uuch \fr#et , had they besoms pa r t i e s tc thee aotre*ii>ort 
t u t u a i t i t e r a t i n g Agreement, sna i l be a t t r i b u t e d to tec r ^ r k i v ^ 
ccut o«»sra r r nuch t r a c t w»jo have become par t ies to • t"«greea*nt;-., 
report lori to t w - l r re**pecti*e Working in te res t s i n the l i e u i , 

hlXOimilOh OF hTrhTESa) ^JSi&MOSh. A i l Uni t ized rfc.o;reoroces trejbu. - ; 

o:>j eov-* auc eroept ;vcj part of such Unit ized Sub eta..; ee^ rush i r 

co ;o:;txi oporfit;;og practf-es uo usitiz.ed land f o r d r i l l : ) TV:, aperati:;* , 

r rur-uoctior o- develcpmeut purposes and f o r pressure iasut&tnsne*} 

rt ,ccoo aaocj.; tma u l lo re to i to the aOKKtutted ]*racto Lo. --v c..ted;i!X;er « b 

•• ixoct tsuto'" patios^ e f l e - t r v e hereuoder during tho ot; o o-tivo e> . 

..oo..r.o... or were orotoeee; > us oet f o r t h rn tasc schebuir ee • qr tc ' l : - - i 

'.he- liurkjoiut o f i f n o t ; ceo oubstaaees sa a l l o c a t e d f o ue.. ; >' crac C"', U i 

. ; t o u t amount ( r oiuurir•-;,;:; o f aether i t he more or hare otooi the etc r 

, r-xo.:' ; ioa r f o a i t o e u i iuh tar.ee a f r o m the w e l l or «*i. o..r •'. f BU„ f . 

o s h , 'or =sae i c t e r i c . , ore-- acu purpos-e o s be deemed to ,: sue t e ^ r 

; t ' - « . O t „ 

. . r t „ 't»o tooc&oo'O;; u:u,ee&lee. to esch owoh T r a c t ohac. o& oe.otr Loutu-. 

. . .ot .; :*or co, too O i i t . " . ; exwuut iag , ;o;tisent.1 ag to or r a - t t y o r u ; th . 

c t ivu t- oarc Lu too co ou^c t i o r f roe i *uvh T r a c t i o th--- ••-rr,* ?;saooe.;u. 

••ore t «irr ipoo th-* ;,Hr«e c o n d l t i o u o , as they *Ovee: . o-o o t i r f c o u . 

to-.-.- t i e r frois :> e ,t*sut, or i r the pruceecr the ; r e f h&o '•' • 

; r - r •o.-t u- eu ;obo ? eeo •• u t l the riasose . ief .a l f o r c e -o,!.. -..1 e uo< ]o, 

u r u . ;vc; i . - r t j o n of ,o \ t ;oeo .tieetaueee frcxsi aay rue. :• ru otob To*- ... 

cue; u . :.rosvic-:: ao.ro u; r U;#.rcbuc so o f whether o i l o~ ,;.;• ' ; o r ; : , ; 

ur ur r f r v ous^.cl'uo: oioroto.. I f tht? V /u r to t : t r r - r c c t e or 

oo, o u Tci*oC -.. • u t t ; i w i th r sopec t t-o si«]?ftrat'- •orcois or ?-*''' 

;>^..-;o (.>,r-r . i . s . . i^ cy •:;.t*errtA.t jKrscr;;- , t i e 07JU'-ot h'-^o, ;, ; -au v , 

... , ... t• ••• etco u;c; , t fe /'ncoroifi..d.e iuotruEMiut aK&suc uh- ; u ' o ; ' : 1 ,u ; • 

'•-MOU r ; . . ; r r- -;iir,.Uoo auto;!*;, ;-,ue;i oer i i - or j.xxrto:uu ;o; r ^ ; v j r t i , . 

;. e l ; ; r o r r ; ; . I , r. 

,«a,Ar<uh , :aF fuOlKjCluur , l o . i t uj.ssrator tha- . i cieitc ; : o u r - - acvt ouac 

0,. ,vjo v.tu^;r ••.iixix,..- o. ';;buu ye i jioh v or. t t e c f r a o t ;r- o; oer 

u u u, u r i ;. er •; Ui;tu,u.,'' os I u o;u;i. ta^ikc above tht- • u 'i.. . . ec •-.t.-ni.-.y t 

s ;. o.-C ;. ;! ' ; Oio; ra te ooroc-ih |tiiL U a i t i a e d Sub i u i a . . , ' h o t ;;/•; • 

. ." „ : •;. -.»oSu cf" the --rio. uc vfoi lo f r us ivhich too osŝ r; - e-< p r i d u c o 

;u . r t r r ; r^e.-odv o ' tr-; •JOJUI cur Jxi tereot OwtiCrs cist l e i uf i l i o r e t o a 
i 

roe ee r ; t o r - j - u auo r .;••>• oorkiue: Inter-est O'ner-'v cloi;.i. u ro r rp t ly rc 

f u t , S t ' . l t i e ; ; , i f oo reruoveu may be s o l d hy tho t o l l operate 



h, or ouch „ork'a\; loferee t Doners,, .subject bo tho oo-eoeor; oi. 

m l i j Q«ner», under tfeel&em* aad provisions of the aro'. ho-oio \ t w cr 

...rr eootractc* AM ouoo Pirutixed yuhstaacer. which. cu'e re. c:o-.o u 

;<«,:„,: o f foe 'weii oc wells from wnic-h the came eere ecceoe;u e r e ! ••••• 

t e r r i e r tee a; « a,; urudead i {aba tunc e a produced t i t e r tor ehi1*coo •: 

pr, co of 'he e f f e c t i v e uste hereof, any f r a • . ' .; o cer-p rehire 30 * i v 

e. o... lovable of the c o l l or visits or tuat Tract and i lu at nor 0 -rr .out 

on 1. i t oeeo uoic. or otherwise orisposeu oi" f such over -:.rod i c t i o f j -JOU. j . 

rid .uv:iuded »3 s par1, of one Unitizec. Substances produced a f t e r ; 

c oeroeh cuio the sramrer thereof charged to r io t f r e c l -rc ourlrjp; e t c 

rv.t . oo-onc eo t i l t eo to Uoitioeo Sub&tancf» allocated co ^oco Tract-

pflfddo: ^ch'hKMShie The ritste of New Mexico and rol. ooysfie, f«,.cc • vfe 

r. uo.oreotc.^ tire e a t i t l o a to tasce i r hind a share of to..-.. ddiud^e 

00.0-0:0 true, uny- eonmitfced ' t ract , sha l l hereaf ter bo enef' . l 0 rc. ta,,? 

-.e1'1 -,e" cue Put t i t e r r^.est«rioee. al located to suci f r o c f . a/it. J u l . 

. raustr- . te l iveries of cuco Royalty share taxen i t fieri. - etorforrh up • uu 

.0 o j i i b t j / t a , Laos and regulat ions . Settlement f o r toya. inhere r ,• 

•Irud cfoeli be made by wox'Sxne, Interes t Owners responsible for te :00 . . eo 

.carlo, larws srici r e c i t a t i ons , on or before the l a s t day of eeer iiont:. 1 c > 

• tannes produced dux th«: preceding calendar month, proved*!}, hove-o. r, 

f i r e a. ujutained shal l operate to r e l i eve the lessees of xxy lauvt free 

lee r-aiW obiigafcions f o r the payiaent of any r o y a l t i e s due ;oter t'*-t-

teat said roya l t i e s ishail be computed, i n accordance tc t». 0 teriuo o,, 

oe o'ct«lined from lame oot subject to t h i s agreement i« c,>ttfc4ue«d t-.to 

•r.naatauz:. f o r era i n pressure maintenance, s t imula t ion oi productotp 

• ul t imate recovery, vhich 3 h e l l be i n conform! t y w i t h a pise f i r f i t 

ret ftmar eoiotMtr aod the tfeamie,.. , & l i a e auaount uf tac, lc :c *ptrou ur 

o- ..use fr-:-K assy cau^:2f aay ot •withdrawn from the formatjoe ist© -.hi-, r t.; 

. t e . ra . roya l ty i re? as to dry gas, but not aa t o the products extract-. . 

• o f red. that such vi t i idrawal sha l l be pursuant to such f >eeo.t ions aod 

ee oe uroc-'ueibec or approved by tire Qorarciss loner; provided f u r t h e r , tub 

v«.thdra%al sha l l terminate on the termination of t h in sua eer-jcrru j f 

uoivOxEs gaoeo obtained ff'om lands ur fortuatlons not u\ibio:-t to; t h i s 

luuu t e t i n to the Utoiti .:su wrmat ion f o r tlie purpose of x rtrftjysdrui 

uor; ^ ootoh oaall be lo ortforusa&'e with a plan f i r r t ^proo^rf1 t,y ic,, 

~- - ' t i . --.u, ,U e KG. fiCtrvMrtco f...t?fjes fjs.y ho «ejT e' e t c - Ui e . 



ooeb eooditiotis and formulae as way be prescribed uo t%pzwe& x y W»e 

U4. . ; i - * i . u f 

Boyabty dye oa account o tate Ismds sha l l be eompvted »nd p s i f or. to<-

a c o r a , . hrxiticea Substances al located to sued lands. 

-e , i W i l l t ^ T h g J © f r . Rentalo OE State of lew Mexico l e ^ . t toolse t to 

oro w<reaaeui. sha l l be paid at too rate spec i f ied i n the respective ;ie;n;«3», or mny 

c- r-r i t - o t o: suspended under order of the Commissioner pursuant to appircabi* « *>s 

ee. r t e r t at: J our « 

1 o, cX^SiagHVATIOH. Operations hereunder arid production of Va i i i s ad Sibstencft; 

»uu* CM . or cuetea so as to provide f o r the most economical and elVr-cieat reeovery c f 

riot ..ueotcoo-ec to prevent waste defined by State laws or regulations*« 

orr, HUil.Nac'i-E* f n . i t operator sna i l take appropriate aod adequate* taeaot.reo 

•o f c v c r c iraiica^* of Unit ized Substances from the committed Tract?; oy *«slla on land 

«ot- cu t j ec t to t u i » agreement, or, wi th - consent of the Ooanii salens? am pusrsaaex to 

: / : ^ i o * t h r~ecvJLatioru>, pay a f a i r aod reasonable eoespansatory roya l ty as determined 

ooe pî sp..̂ .. o-i.onor » 

j j ® CSOTRAC"ffJ 00NFGKM8D ASD BX553HKD. » i e terma, conditions and. 

.:. ..e/o .iiof ; el - t i l U;&r>es, subleases,, arid ofttier contracts r e l a t i n g to *;xploc a t i o r , d r i i 

:*„,. -icoei extent,, or operation f o r o i l , gas, gaseous substances, cuf t t r t r eor t s i r je l io 

, i 'o . reoavCi d i s t i l l a t e and a l l associated aod const i tuent i iu , tcd or l iquef <atde 

,eic c^aotf x!.c u> the -under lands cornealtted to t h i s agreement are hereby t?xpress-v 

on i..?e cs.ro ..>i»eadec to tJte extent necessary to make the seme confore t o t*«e provis ion 

error jo tu t o t h e r s ô* t c remain in f u l l force aad e f f e c t ; and the par t ies hereto 

,„eeoy- . rever t tha t the (.xxat&isaiooer as t o State leases s h a l l by M s approval, hereof, 

'•x o; t u : .VPOOVMO hereof by h i« duly authorised represecta t ive , does aardoy e?ecahl.sh 

c t O j oxscoiic ocr rwvolee the d r i l l i n g , producing, r e n t a l , jniniausa roya l ty a~id ropel ty 

- ..p. c-c.iEi4.eetc of otate leatea committed hereto and tbe regula t ion* i u respect fcbf»rol*; 

e> oofero a.^io roejuixesasszits to the provisions of t h i s agreement, Mti without l i n i t t r c 

tsovcrao: fv of the f o r e ^ i n g , a i l leases^ subleases, and contracts aro ;part3.--ii_*xlv 

.<ei. ;OAOO ..e itCCOTtimx?** f * l t h thfe f o l l o w i n g 

(a) 'Bre development and operation of lands subject "bo t h i s %greej»9nt 
uaaer the t^-raw hereof sha l l be deemed f u l l , performance of aU«3h! i&at ione 
f o r -iavelopwant and. operation with, respect to ea<th and every part or 
fc-tparateiy ©vised Tract cosm&xtted to t h i s agreement, regardless of vhother 
there i s any development of aay pa r t i cu l a r part of or «*ract yf u&it i^ed 
oaact, ootwithstanding anything to the contrary i n any ieaye, , oyeratlng 
s^jrcement, or othar cont* act by and between the par t lea hereto ov t h e i r 
• e l e c t i v e pradec.fcssors ia i n t e re s t , or any o f them. 

tb) j a r m i n g and producing operations -performed hereunder upon Any 
f t t*ot af u n i t i z e d land w i l l , l e accepted aad deemed to be p e r f sr used upon m d 
for the beoef i t of each aad every I T set of uni t ized land, acd uo lease 
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'• . - i . 'Gi,;.r-;.;;i . s is;, '.!; eaoroci re l«'"d:» o f • o-- of 

r o .eolo Oe.ec c. ooric,or o f e.c» ia-Cc cosiSi t ! ''O , t. ;•• ••• , :U :. 
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- c • -• of ot: r- c poii-uoooo f r pa r l ey quoooiiOes free! • e- oar v. o/ 
r - o ' os oc o o , r r ;.oooo co tys i t ted to o o i r tyr-cee* r • . 

"*., . .r o i rl e ' o r o oor.; viort o i ouot ieoeej or i i . o ;. * - . d r a 1 : .•. o.' 
. -o- . ; oO" r o o o or ; :?o-ee or l i e Uni 1 Opera 'or s • roo > . • ed 

i o r l l l . i o , c r r evere ' ap opeyof loo,* on oooie .eu"".- "! • ̂ cdo er..; ' ' 
; o : o::; o c ; . ear : o d i r e o o c i a f a l i f o r c e rod : ' t ' fee o'>e ; 
op- - • icre ; e o r . o i L l r n t i p prosecuted, eca i f re, : e- . l i . :• ' •'• 
: l o e e l to juozco booe rjooeo,, ca id ieeoe c h a l i "Oir" e>., lot!: i i . o - ' -

. 1 1 - -• r r e l l of r-e l o e l s eeliraeed t h e r e i n , oo -ore, - c a f t ^ r — 

. eoc: . o ' e ' e o o e aro oyotooed le peyxr.^; cp iarc t l t ie r frcm. : •' • ' - r i ova - f 

I t f / i P i t l c e l IftJli w l f i iAlfEo ' f i t ccceeruor;a h e r e i n oOet, :- 1 i trceei, , : • 

•of':, - i c o foe -aoe c f c i ' reoper't to toe in teres ts , c i ' ere : r .ee- .or - .-o 

"coroo: i r CLitc resc uicirj v f OJ y '-, •'reemanr t e r t a tnu^o , , roc ceo: ( 

ooc- •. e-u : , f .iatere-e, J.O l.etd or leasee s u b j e c t f e r e t o ;e oc : 

; l-o'- 'o; e:>Oi.. one c:oereetioe of o i l p r i v i l e g e s a-o co i .; oo..:... ee-o . .o-

.os i h ' t v o p or -oef i r sucoeescr to i : i ; e r e t 5 po o • • .. a- ' . ; • , : - : ' 

i f c ' o - . i i . Cv- ec* ,oo--to ore:;!:. i?r* cdotij.:og upon Perec O o o ; o r oo . :, 

o' f r o o ; P n d w reveoi a f t e r p e l t Operator i o f i i r e r o f o i - toe 

•-ooioo. - or o e r t i f i c o copy ot t.fc-e i n y t r i y a a r t o f cr:, ; ; e £ c 1 ,o oo 

: ro i i i r f e r oa' sr.. Ro;-.!!!;/ l . t s r c s r oha.1*. be b i f id iop: exec o ; cpo. .e 

• i - ' f C i i o i o l e loero i for u o o i l the f i r s t day ©f the f a i e r c ••• confo a fce r 

oiCeO: -r, pw,.eo rs fu re iKbed w i l t tee o r i g i n a l , photost ; c: i ; : c c r l . o l i e o 

eitr'Oieeoe: oi' oranefere 

h i l r f c f o f e o leh Pht ' f f R l h ' t ' i o a>preeosnt s h e l l oecoioe e o t p oper eve 

f ' - : '• ' r e ' f f r o o cc R- p toe date o f execu t ion or rare ' . . o !:jOe ; 

- ' - ' • -• • - . - l l lerecc .. ; o f 1 :o.e r ' ftoe-c >,*m, e f pre f t r ; , 3 1 

' ~K '•'- »'"o C ':' o-ececce ... t v core OerBBC&e lovccr. 



ooero iiusi oe an execution or r a t i f i c a t i o n of this agreement soici tt*? Ihuc 

to r .3 ,00 it'foseafco: by Working interest Owaers own lug a combined brut Ff-yt icipe l ien 

of JC iewet tO percent> and tbe execution or r a t i f i c a t i o n of tne aipcescs&iovs yy 

;oy.o.p PMuors owning tt combined interest of at least bp" percent of tb« fieyaltjr 

COff:TC:iC. . . l i Sa id p t i i t ,ftpa8,* 

poors mast be f i l e d at least one counterpart of thi s agrees** t t&r record 

i« tne office of toe County Clerk of JglAy OouBty. New Mexico* by toe unit operator.. 

cooit operator shall, within ta.crt.y- {30) days after tha ei*f>jetivi§ M t * of f f i t -

0 p'cs^fftirt; l l i e for record in the office where a counterpart of this ^-estitfct i« 

re--oj?deâ  •• certificate to the «ffect tbat thia agreement become effeotife actoator? 

«c i t , ; tooips and stating further t h * affective date* 

the tsirm of thia agreement shall "be for and during the time' that Uahbfs^i 

./oolscocee are produced it; paying quantities from th© Unit Area and so l t>g th*rea»fttr 

oe 4 x i l l i n g , reworking or other operations {including secondary recovery operations) 

i r - proaeeuted. thereon without cessation of sore than ninety (90) conseentire day*, 

-uttesa *oo»*r terminated by working interest owners ia tbe manner l,#r*lEH.Ctar 

ptoridwd„ 

nets agreetaent may be terminated with the approval of the LSJ«P lf:,®*i*e iouer 

aot i t * vferking interest Owners ovning 75 percent omit participation *i .eaever each 

•vcrxiag interest owners determine that Unit operation* are no longer prof-...table ̂ 

feaioafie cr in. tbe interest of conservation. notice of any such termination *bdli 

oe er«eo \-.y \mit Operator to a l l parties hereto. 

Upon termination of this agreement, the further development soot ajperstxioo 

:.f ife y rat Area a* « Unit shall be abandoned, Unit operations shali ct»*% mr& 

theraafter fits parties hereto shall be governed by the term* and prcriforM^ys of Um 

u and contract* affecting t h * separate tracts Just ss i f this a«x«;eaKeftt had 

oerer o<aea entared into -» 

I f not otherwise covered by the leases unitized under this ngre«s»2nt, Royalty 

C'-oere rmrfby grant working Interest Owners a period of six months aftar termination 

of this agr-ssawnt i n which to salvage, s e l l , distribute or otherwise diatwee of tbe 

personal proi^rty and f a c i l i t i e s used in connection with Unit qpejfmtiona, 

2k- ®&mi»M<XS* Unit Operator shall, after notice to other p«rti«s affected 

1 a-Ts the right to appear for or on behalf of any and a l l interest* affected hereby 

u-f«we the eoH*T&a«ion and to appeal from orders Issued under the regulations of said 

CisE»u4Bi;?» cr to apply fox r e l i e f from any of aaid regulations or in any proceedings 

te.BO tec to operations before the commission, or other legally constituted authority-; 



I 

provided, severer, that aay other interested party shall also have the right et 

oie or i t s ovn expense to be heard i n aay such proceeding. 

2pB S0TXC8S. A l l notices, demands, objections or statements required 

nereuader to be given or rendered to the parties hereto shall be deemed f u l l y riven 

i t aade in writing aad personally delivered to the party or parties at their respective 

addresses set forth i n connection with the signatures hereto or to the r a t i f i c a t i o n 

or consent hereof or to sueh other address as any such party may have furnished in 

writing to party sending the notice, demand or statement. 

i6» NO WAIVER OF OREalN RIGHTS. Nothing in this agreement stained shall 

be -roautrued as a waiver by and party hereto of the right to aJfftrt any l/agel «r 

constitutional right or defense as to the validity or invalidity of any Im of th* 

State of New Mexico, or regulations issued thereunder in any way affeciiag sueb 

party- or as a Vmiver by any such party of aay right beyond his or its aut&ority to 

valve» 

27* UNAVOIDABLE! DELAI* A l l obligation* under this tgreement requiring tne 

Unit Operator to commence or continue d r i l l i n g or to operate on or to pnsdMtc* 

Lto.ltited Substance* from any of the lands subject to this agreement shaie. be suspended 

• t i i * . but only so long aa, the Unit Operator, despite t h * exercise of CLTMS care and 

diligence, is prevented from complying with such obligations, i n whole est la part, by 

strikes, acts of God, Federal, State, or municipal law or agencies, unavoidable 

accidents, uncontrollable delays i n transportation, i n a b i l i t y to obtain n®c****xy 

ma ter ials in open market, or other matters beyond the reasonable control cf the omit 

Operator vhether similar to matters herein enumerated or not. 

fd. 10SS CM I f any Tract of unitized land ceaees to b*«r sufficient 

Aorsinp interest or Royalty interest committed to this a£reement to meet tbe cemditions 

of section 14 oeeanse of failure &B t i t l e to any party hereto, such Tract shall be 

regarded ae- oot committed hereto as (ft 7:00 A.m. on the f i r s t day of trie calendar 

month in which such failure of t i t l e is f i n a l l y determined; provided,, bxwsver, that 

no auen Tract shall be so regarded i f same can be requalified under aaid .Section ..U 

within ninety (90) days after the date on which such t i t l e f a i lure was f i n a l l y 

defaxmlnad.. I f any such Traot cannot be ao requalified, Unit Operator sba.ll reccsapute 

th® Tract participation of each OJract of unitized land remaining subject to this 

agreement so that such 'pract participations shall remain i n the same ratio one to 

mother . Thereafter, Unit Operator shall revise Exhibits C-l and C-2 ccoformably 

with such reccraputation* Each such revised exhibit shall be effective mt ?:00 a.jn. 

aa the f i r s t day of the calendar month i n which such failure of t i t l e is f i n a l l y 

dtrterminedc 

I f t i t l e to a working Interest f a i l s , the rights aad obligatloiu* of Working 
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- :"'" : f ooooe -rrrc p'"o: 'e-o.. f r try- y o r s t i t j I?:tejceot (joa-^co,. 

' • "'-'" i t v s r approva l o f f'O-.o ogroo-cewtj poirPier by a -o r e : c c - - iov-rr-. .-t 

- f - -r oerooyp -pr ,.Le. v r P f r y pj- th& lorkir , .^ I t t t t r t s t pooor: • y-*:ctoeo cercpe 

o-o. -.. -. „,- foe- "or; pcycoot 0-0 orp- h c o o f i t M shi.co m^j' acextv* l o c y . i t ' i o 0 0 ' "•" 

.e-r ..:-, -' .-. :<::::.y r0 oyr-y?t» 

c- yppeoff 'p i f lP- . . f i ir ; . - eproo:T5M"p- ryp^ be e s e a t e d i n ayy ir.-;- of 

:e;p- or e r:,r- e f « c p : e oee-Pe ie> Pe yyecyteod hp a l l p@.rtioe ? o" c .̂=e or e-s?tipie 

re.' e.-oooato i?rotroyo.rP io r r i t f r p Spec i f y c o l j p f rof'er. '.e--. h- m%Q 

: " '- -""-- ' -P'o i - c e-er - r r oper !;rye e3?©04it@d each ,« ccurce, n « t 7 

• i c -ooo -. . y -o r -y i s ; P - f e t e eyfe t ie ; o t ^ « f o r c a swid e f f e c t se i f : 1 cecii pe r f J 

- -;e ' : : h - o«:*i docuaseKP: s-o.e re ;or l . t ias6 o f whether or r o t i t i e r - . eerp -,-e . . 

:— f . :--o' !oo r: tP.s lands o t t h l o the above e o 'Cinsc OCL ": ;eco 



fAXEo 'rtte *orki;'«g jtlftreet Owners shall render and p<jy t w their 

o - o o t •srw ore account of the Royalty Owners a l l valid taxes on or a'«ew-red by the 

pot .rec .pro taai-.es in aad under or that oay he produced, gathered and taiui froes tne 

Pooo. subject to thi3 agreement after tlie effective date of this agreetasnlv. or upoe 

ifu.' proceeds or net proceeds derived therefrom. ltae working interest Owafcrs i s each 

poo r: aay charge the proper proportion of aaid taxes to the Royalty ovswKre havitsp 

otooceets .in rai- c t , aM may currently retain and deduct sufficient; of the Unitized 

:tP:ct*uc«r- lerivative products, or net proceeds thereof, from the a)located, ti s t e 

r i ciact pi .yalty Owner to secure reimbursement for the taxes so paid. Ko ruch taxes 

3b ai. oe harmed to t h * State of Nev Mexico or to any lessor who has a contract >- l t d 

i o icsiif «c;ict requires the l«3aee to pay such taxes* 

It. order to sr-ai t i t l e failures vhich might incidentally causo tao t i t l e to 

a »rri:ir interest or Royalty Interest to f a i l , the owners of (1) the s\^xime rights 

tc each committed Tract. (2) severed mineral or royalty interest in sale Ipfcets etsb 

u&provmmente located on said Tracts not u t i l i z e d for Unit Operations shall irxiiviaually 

re responsible for the rendition and assessment, for ad valorem tax purpessss, of ao. 

:tith property, aod for the payment of such taxes, except as otherwise provided is soy 

o n t r o t or agreement between such owners and a working Interest Owner or -Owners » 

i f woo ad vftioram taxes are oot paid by such owner responsible therefor wban due! 

iu.it operator aay, at any time prior to tax sale, pay the same, redeem i>veu property 

o¥i discharge oich tax liens aa may ariae through nonpayment, m 'She event Unit operator 

mk«s any fruch payment or redeems any such property from tax sale, unit operator shall 

«•*• re habursed therefor by the working Interest Owners i n proportion to their respective 

PrPt participations then in effect, and Unit Operator shall withhold from, aay proceeds 

derived Trom the sale of Unitized substances otherwise due to said cteli.nquent taxpayer 

e taxpayers aa amount sufficient to defray the costs of such payment or r^iemptSerr, 

ocrh vithholding to be distributed among the Working Interest Owners in proportion tp 

their respective contributions toward such payment or redemption. Suck w:jthboidint: 

snail be without prejudice to any other remedy, either at law or in equity, which may 

be available for exercise by the Unit Operator or by the Working Interest Owners. 

51o CXWTLICT OF SUFSWlSlOtr. Neither the Unit Operator nor the working 

Interact owners or any of them shall be subject to any forf e i t u r e , termination, or 

expiration of any rights hereunder or under any leases or contracts aubpect hereto, 

or to any penalty or l i a b i l i t y on account of delay or failure i n whole or i n part to 

comply with any afplicable provisions thereof to the extent that the said Unit operatox, 

v.-̂ k-lng interest owners, or any of them are hindered, delayed or prevented from ocoplypog 

-evith by reason of the failure of the Unit operator to obtain, i r cp,- ajeoooe- of 

- o petosj the concurrence of proper repreoenttrti oo of the :P;at-» op pe* tec oo in 

/ 



s-u iut ma vu&tterg or tilings concerning which i t is required, hermit ' \mt ev«..-h 

c-cr:-cccc he obtained. 5»se parties hereto, fnoludiag the oowwiafiofir., f^ree tu t ; 

powers act amthority -rested in the Otmndssioa i» *nd by any prov^it'-f'* of tli 

r.fr.jtt er?- vested in the ooamission aad shall be exercised by it p^tterepu to tt<? 

ovreirot cf th* laws of the State of Sew Hfcxico and. subject, in any w t , te* tit"stf-l 

pud: ;huX review ae aay now or hereafter be prafided by the law* of tie: State cl" m-* 

e: 80 PAKTKEBSHIP* I t is expresely agreed that tne relatlsRi t l tt>* partroo 

es t ; le teat of independent contractors and nothing in th ia agreeawns ^^A$dm^, 

too-:-,-: cr imecicat., cr any operations conducted hereunder, shai l create ct be dsieraed 

er-t rreatr•-. a partnership or association between tJse parties her*t^ or aay cd5 tb.«a. 

rOSBgR aaRKBfCaiTS* Subject to tbe approval of the ocwi^lsiriex, the 

.er eccsrater, v i th concurreace of ']:> pay eent of the ta»r. Toting irt&te^pe of tht 

o-o..or i i ter-ert owner*., J*ey aatar into a harder-protection agreesaett ^.-^emmnt^ 

t.. '-ce vorpup interest ovners of lands adjacent to the ceewltted. Vemt-r* 'with 

-.p;«f.. t ic- tee .r per st ions i n the border ares fa r the aaximas ultiawte t!?*^ 

re-re-eat ;ee •^,r;pce«s and proper ^jot^ction. of the parties and Interact* 

lb' ^TUKSS WEKRBOr, the parties hereto have caused this agreesewp* to **• 

,«ctt*< a-> of the d.ste f i r of above writ ten and aarra set opposite fchei? rmpecttv* 

nac ; orie oiste ef execution nnd the address of each of the respective eawHsotijsg 
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March 15, 1965 

mas tMssnmrnm 
Tract Ro. »»r carafe 

9 
10 

11 
12 

1 
2 
3 
a 

6 

8 

2.39 
10.80 

is. 
11.3© 
1*49 
7.S5 

li.SK) 
12.00 
2.39 
^.09 

100.00 

\mnm tamsm oumn PARTIGXVXVXW 

C '̂oer 

f i l e s p. Sheldon 
&. fi. collier 
Hilier and Saith 
Veil B* Watson 
John ?, Cauhapes J r . 
Jeff M- HicJrox 
Ho M« Marlon 
Uneaid & Watson & Associates 
Charlea Ricks 
Harold Kersey 
Olen F» featherston* 12 
fheljae Mathvio 
Margaret Heleoosb 
lolam McLean 
Harold Iferaey - trustee for Tract 7*5 

w. 1,. thenar 11.99* 
SMthieham steel Co. (account ef C* L . Tallaadfe) 10.ay* 
p. J - f inal 9-06* 
Cloy Shepherd 2.28* 
Banjeeiitt D, Luchini 
J» R. Butler 1.1** 
11 1>aa» national »• nk 1.1** 
George M« C ^ e U 16.18* 
Harold Bur aay 30.30* 
fhelaa Hethifin 
Margaret Bolcoab 

y.195000 
30,617500 
33.S50000 

2 ̂ 0000 
.1*9375 

3.HSC00C 
.9S1250 

k.251360 
•9&1250 
-3273*$ 

•9&1250 
12.970000 

ICO ,000000 



OLD LOCD UNIT 

OFFSET LEASEHOLD OWNERS 

Leonard Oil Company, Box kQO, Roswell, New Mexico 

International Oil and Gas Corp., 825 Petroleum Club Building, Denver, Colorado 

General American Oil Company, Loco Hills, New Mexico, 

Skelly Oil Company, Box 1650, Tulsa, Oklahoma 

J. C- Thompson, 1203 Kirby Building, Dallas, Texas 

pan American Petroleum Corp., Box 1410, Fort Worth, Texas 

Kennedy Oil Company, 300 Carper Building, Artesia, New Mexico 


