Merch 22, 1960

CERTIFICATE

Tue undersigned, Vilas P. Sheldon, states that he 1s unit operator of the
0ld Loco Unit Agreement, sald agreement being placed in the Eddy County 01l and Gas
records at 9:45 a.m. August 25, 1965, in Book 159 commencing at pege 117, and the
said vilas P. Sheldon further states that the Unit Agreement has been executed or
ratified by all working interest owners and by all royalty owners and that &
certificate of Approval was executed by the Commlissioner of Public Lands of the
State of New Mexieowon March 16, 1966,

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

~
_ﬂ

/»{Z{/ (1/ & 4@-{“‘“ .
Vilas ?- Sheldon

i
/

STATE OF NEW MEXICO )

COUNTY OF EDDY )

The foregoing instrument wes acknowled@ged before me this 22nd day of March,
1966, by Viles P. Sheldon.

My commission expires: Oﬁ Cat /462—«4’4%&,

8-8-65 Notary Public, Eddy Coun¥y, New/Mexico




CERTIFICATE OF APPROVAL

COMMISSIONER QF 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 is described within the attached Agree-
ment, dated Maxch 1, 1964 , which has been executed, or ig
to be executed by parties owning and holding o0il and gas leases and royalty in-
terests in and under the property described, and upon examination‘of said Agree-
ment, the Commissioner finds:

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

(b) That under the proposed agreement, the State of New Mexico
will receive its fair share of the recoverable o0il or gas
in place under its lands in the area.

(c) That each beneficiary Institution of the State of New
Mexico will receive its fair and equitable share of the
recoverable 0il and gas under its lands within the area.

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

NOW, THEREFORE, by virtue of the authority conferred upon me under Sections
7-11-39, 7-11-40, 7-11-41, 7=11-47, 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 oil 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 within the area shall be
and the same are hereby amended to conform with the terms thereof, and shall
remain in full force and effect according to the terms and conditions of said
Agreement. This approval is subject to all of the provisions of the aforesaid
statutes.

IN WITNESS WHEREOF, this Certificate of Approval is executed, with seal
affixed, this 16th day of March 19 66 .

3

ML &L

COMMISSIONER OF PUBLIC LANDS
of the State of New Mexico

0G=-27



BAFORE THE OIL CONSBRVATION COMMIAREION
CF THR STATE OF NXW MEXICO

I THE MATTIER OF THE HEARING
CALLRD BY T¢¥E QIL CONZIRVATION
<OMBMIEREOR. OF REW MEXICO FOR
THAE PUBRFL-Z % CORFILERING,

CAKSE Bo, 323)
Orday Fo. 31902

ARPLICATIUN OF VILAS P, SHELDOM
FOR APFRONAL i THR GII LOCC URIT
AGREGMEST, KOV COURTY, NEW MEXICO.

SRIER OF IRE COMIRBION
BX THR CUPUIBEION

Thiz osuse oame on for hearing at 9 ofclock a.m. om April 7,
1965, at Sante Fe, Wew Memisce, hefore Examinor Zlvia A, Uts.

BOW, on this ézéé day of May, 126%, tho Cowmnission, &
quorve Uelng pressnt, heving considexred the testimony. the rocend,
and the recomsendations of the Examiner, and being fvlly adviced
in the vrremnisse,

FI1BDEs

{1) That dwe public rotice havimg deen givea as requicsd by
law, the Commiseion hes jurisdiction of this couvse and the saiect
mattey theraeof.

{2} That the applicant, Vilas P. Bheldcn acskn appreval
ef the Cld Loen Unit Agresomant covering 720 acros. wmere of logn,
of Btate ilande descridbed as followe:

ELDY CONWYY, MEW NMEXICO
TOMHMEHIP 17 SOUTM, RANGE 25 KaSY. MWYK
Bectiom 313 3/1 £%/4
Bection 32: Al}

{3) That approvael cf the propoeed unit syreoment should
prowcte the preventicon o? waelte snd the protesticas of cogrelativse
righta within tha uwrl? area,



ML g TR H L ﬁW‘ !

s ;E"'
CASE ®s, 32331
Urédey Yo. B-3993

(1} "at the Gld Lose Unit Agresment te D oaly npmrewods.

(2) That the plan corntainod in said unit aermoment fer i
devalopasnt and opezatich of the unit dzea is bareby approved w
Principie b8 § PUOpPer censaxviRtion WDASWPER; Providad. bowswnn .
that notwithotanding cmy of the previsions contoinad ir fold wois
sgreamont, this opprovel chall net bo consideresd zc vaivisg ¢
rolingoiching, in eny manmar, any riyght, 4aty, o obligatien i sk
ia new, or moy hercagfier ba, vostod in the Commiscian to ohmow-inc
zad acnkrel opscatienc fer the exploration apd fdowelopwent of -
lands committcd to the enit¢ snd production of olil on ges these o,

{3) %het the weit opreator shall Zils wiih the Comniog: o
s ompented evigisal er cmacsied counterpart of Cha wmit agre Ik
vilghie 30 feys efher ¢he of{fuative date thareof; 2hat in Bha sk
of sudsoguent jelndaozr by eany prxty or expemsion o seatrnatimr of
the enit aron, the smit spernter shall £11o with b0 Cowslbenics
withis 310 days thorosfior eoonterparts 6f the uait agreewsnl
rofleseing o suboeriptien of these intesests h~vimyg joined o
ravified,

8} Tast this exdozr shoil beocne affogtiv- uper tdr apmioval
#f oaid wlk sgrermeat by tho Commissiensy of Fuhlic Lends for e
Brmte o8 Hew [omien) that thio order shall terwissec fpee faens mpon
the terpinatios of sxid enit ogreamsnty; and that %o lest wsin
eparater ahnll netlfly ‘%o Cermnission immediztaly in vritiang ©f ~wahk
tomaination.

{8} e juricdistion ©Ff &his aeuse 40 rorinnd fer ko
sniTy of prak fugthor egdesc 40 the Comalssion Ty £06n RPeQER 7 UTy.

fop s A3 @3% m% ?@5 M
=Bave dnsigroked.

dwifeo, om the day aAnd Foay barsis -

FNR @F ¥R HEXECO
SR, COMSERYATICHE O Flrow

SREE K, CAPRRIL, Chadramn

G0N B. RAYE, Menbio

A, L. PORPER, Jr., Frios & Seepots v
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THIS AGREEMENT entered into as of the first day of March 1964, by and
between the parties subscribing, ratifying, or consenting hereto, a.nd hei'ein
referred to as the "parties hereto,” |

| WITEEBSETH

WHEREAS, the perties hereto are the owners of working, royu.lty,/ or other
oil and gas interests in the Unit Area subject to thi-’ agreement; and

WHEREAS, the (oomissioner of Public Lands of the State of New Mmxico is
authorized by law (Volume 2, chepter 7, Articls 11, New Mexioco Statutes, 1953
Aonotated) to consent to and approve the development or operation of State lands
under sgreements made by lessees of State land Jeintly or severally with other lessees
where such agreements provide for the uait operation or development of part of or
all of any oil or gas pool, field er area; and

WHEREAS, the Commissioner of Public Lands of the State of New Mexico is
authorized by an Act of the Legislature (Sec. 1, Chap. 162, Laws of 1951; Chap. 7,
Art. 11, Sec. k1, N. M. Stats. 1553 Anet.) %0 smend with the sprroval of lessee,
evidenced by tho»huee'l execution of suesh agreemest or othervise, emy oil and gas
lease emwbracing State lands so that the length of the term ¢f said lease may coincide
with the term of such aaounntl for the unit operation and development of part @
¢ll of any oil or gas pool, field or area; and

WHEREAS, the 0il Conservation Commission of the State of New Maxico is
suthorized by lav (Volume 5, Part 2, Chapter 65, Article 3, New Mexico Statutes, 1953
Annotated) to approve this sgreement and the conservation provisions hereof; and

WHERFAS, Sba parties hereto hold sufficient interests in the 0ld Loco Unit
Area covering land hereinafter dnscribed; to give reasonsbly effective control of
operations therein; and |

WHERREAS, it is the purpose of the paxrties hereto to enable institution and
consummation of secondary recovery operations, to conserve natural resources, prevent
vaste and secure other benefits obtainable through development and operation of the

Old Loco Unit subject to $his agre=ment under the terms, conditions and limitstions
herein set forth.



NOW, THEREFORE; in consideration of the premises and the prozises héxrein
contained, the parties hereto commit to this agrewment theif respective _mtcrmatc in
the "Unit Area" and the "Unitized Foriasdion" lying thareunder (as those terms are
defined hereinafter) and agree severally ssiong thembelves ms follows:

1. HNABLING ACT AND REGULATIONS. fhs 011 and ghv operating regulations in
effect as of the effective date hereof governing Arilling snd producing operetions pot
inconsistent with the terms hereof or the laws of the Stese of New Mexico are hereby
accepted and made a pert of this Agreesunt.

2. DEFINITIONS. Por the purpose of Shis agresment, the following terms and
expressions as used herein shall msean;

(a) "Cotmission" means the 011 Conservation Coamissiot of the ctate or
New Mexico.

(b} "Commimaioner" means the Chemissicher of Public tands of the Btate of
New Mexico. _

(c) "Royalty Imterest" or "Hoyalty" weins ah imtarwst other than a Working
Interest in or right t0 recelve a portish of 4h8 Unitised Bubatances or the jrocesds
thereof and includes the royalty imterusd ressrved by 48 ledssr by an oil and gas
lease and any overriding royalby inter#dt, oll puyment inSaresd, net profits contract,
or any other paymant of burden which dbes not ey widh 14 4he right to search for and
produce Unitized Substances,

() "Hoyalty Ownar" meana the owner of & foyalty inderust.

(e) "mMract" means ench parcel of land desaribed as such and given a Tract
nusber in Exhibit B,

(£) “Pract Participatien” msars he paroestege of Unitized Substeénces allocated
to 8 Tract under this sgreesisut as shown in Bchibid A,

(8) * Unit Area" mesns the lend showh off BRAWLS 4, aed described by Trects
in Rxhibit B, containing THO adres, all lande hefein coumidted to this agrewmsnt shsll
constitute lands referred to #¢ unitizsd lasd er lisd Subjecsd te this tigréetient .

(h) "Unit operating Agreement" mSans M4y agre@snt or agreemerts; vhethar onme
or moTe, entered into eitlier ssparately of collestively by mud vetween the Uni¥ Operator
and the Working Intersst Owners, as provided in Sedtion 9, ACCOMPIING HROVISIONS AMD
UNIT OPERATING AGREMGINT, and shall be #jyled "UNit Opuradisg Agreement for the
- Development and Operation of the 014 Looco Uaid Afea, CeAbity of Bddy, Skate of Wev Maxico.

(1) "Unit Participation” means the sum 6f all Buch Participations or pertions
thereof which a party is entitled to recsive. sae Exhibits ¢+l and C-B.

(J) "Unitized Formation' means the GrayBurg asd tovitigton Yormations, same
being that heretofore established underground resSrvoitr ssocbuntered in the drilling
by Miller and Smith of its Texas Gulf shute i wall betwesn the deptasot 2350 and 2850
feet, which said well is located in the 8% 1/h of the M8 1/4 of gection 32, Township 17
South, Renge 29 Rast, RBddy County, New Mekico.

(k) "Unitized Substances” means all oil, gas, gussous substances, sulphur
contained in gas; condensate, distillate and all associsded aud constituent liquid or
liquefisble hydrocarbons within or produced frow $he Utiipined Formation.

(1) "voting Intsrest” means the right 0 search for, produce wnd acquire
Baitized Subetances whether held as an incident of ownership of mineral fee simple
title, under an oil and gas lease;, or othérwise,

(m) "working Interest Owber" wmeans eny party heredo owning a working Iuterest,
including a carried working interest ownér, holding an interdst in Dnitized Substances
by virtue of a lsase, oparating agreement, fee title axr dtharwise, whith interest is



chargeable with and obligated to pay or bear, either in cash or out of productiem, or
otherwise, all or a portion of the cost of drilling, developing and producing the
Unitized Substances from the Unitized Formation and the operation thereof hereunder.
The owner of oil and gas rights which are free of lease ¢xr Other instrument conveying
the working Interest to another shall be regarded as a Working Interest Qwner to the
extent of seven-eights (7/8) of his interest in Unitised gubstances, and as a
Royalty Owner with respect to his remaining one-eighth (1/8) interest therein.

3. EXHIBITS. Attached hereto as Exhibit A is & map showing to the extent
known to Unit Operator, the Unit Area and the boundaries and identity of TPracts and
leases in said Unit Area. Attached hereto as Bxhibit 3 is a schedule shovwing 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 said schedule or map
shall be construed as a representation by any party hereto as to the ownership of any
interest other than such interest or interests as are shown in Said‘mp or schedule as
being owned by such party. Attached hereto as Exhibit C is a schedule showing in
Part T thereof the Tract Participation of each Dract in the Unit Area and in Pert It
thereof the Unit Participation of each Working Intofui Owner. Said achedule shall
become effective at 7:00 a.m. on the effective date of this agreement.

Tt is hereby agreed by all parties to this agresment that Unit Operator is
éxnpowered t0 correct any mathematical or clerical errors whi’ch 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 mads by Unit
Operator only after first having obtained approval of Working Interest Owners and the
Commissioner.

Bxhibits 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
filed with the Coimissioner.

L. EXPANSION OF UNIT ARBA. The above described Unit Area may, when
practicable, be expanded to include tharein any sdditienal tract or tracts regarded
as reasonsbly necessary or advisable for the purpdaes of this agreement, whenever such
expansion is necessary or advisable to conform with the purposes of this agreement.
Pract Participations resulting from such expansion shall be on a negotiated basis and,
after agreement between the affected parties has been reached, such expansion shall bm .

effected in the following manner:
: h ]
(a) Unit Operator, with concurrence of at least 75 per cent of the shen
Yoting Interests and after preliminary concurrence, the Cosmissioner and the Commission,
shall prepare a notice of preposed expanbion deacribing ths contemplated chunges ‘tw the
boundaries of the Unit Area, She reasons therefor, and the-jroposed effective imbs théreot,

preferably the firgt dsy of a month subsequent to the date of notice. oy

A



(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 owmer,
lessee, and lessor whose interests are affected, advising that 30 days will be allowed
for submission to the Unit Operator of any objections.

(c) Upon expiration of the 30-day period provided in the preceding item (b)
hereof, Unit Operator shall file with the Commissionsr and the Coumission 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 ravised Tract Participetions
of those Tracts which were committed prioi to each such expansion shall remain in the
same ratio one to another.

S. UNITIZED LAND AND UNITIZED SUBSTANCES. All oil, gas, gaseous substances,
sulphur contained in gas, condensate, distillate and all associated and constituent
liquid and liquefiable hydrocarbons in the lands committed to this agreement are, as
to the grayburg and ILovingtom Formations, unitized under the terms of this agreement
(and are herein called Unitized Substances) snd said. lands shall constitute lands
referred to herein as "unitized land® or "land subject to this sgreement.”

6. UNIT GPERATOR, VILAS P. SHELDON is hereby designated as the Unit
Operator and by signature hereto as Unit:bﬁdratoé agrees and. eonsents to accept the
duties of Unit Operator for the development end production 0f Unitized Substances as
herein provided. Whenever reference is made herein to the "Unit Operator,” such
reference means the Unit Operator acting in that capacity and not as an owner of
interest in Unitized Substances, and'ﬁhb tetm "Working Intsrest Qwner™ when used
herein shall include or refer to Unit Operator as the owner of a Working Interest
wvhen such interest is owned by it.

7. RESIGNATION OR REMOVAL OF UNIT OPRRATOR, 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 @perator'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 all 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 sald period.

The resignation of Unit Operator shall not release Unit Operator from any
liebility or default by it hereunder occurring prior to the effective date of its

resignation.



T™e Unit Operator may, upon default or failure in the performance of its
duties or obligations hereunder, be subject to removal by affirmative vote of at
least T5% of the Voting Interests. Such removal shall be sffective upon notice
thereof to the Commissioner.

In all such instances of resignation or removal, until a successof Unit
Operator is selected and approved, as hereinafber 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 such resignation of removal becomes effective, appoint
a common agent to represent Them in any action $0 be taken hersunder.

The resignation or removal of Unit Opsrator 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 possessiom of all equipment,
materials, and appurtenances used in oonducting the Unit operations owned by the
Working Interest Owners to the new duly qualified successer Unit Operator, or to
the owner thereof if no such new Unit Operator is elscted, 48 de used for the purpose
of conducting Unit operations hereunder. Nothing herein shall be construed as
authorizing removal of any materiel, equipmens 1lml appurtenances needed for the
preservation of any wells.

8. SUCCESSOR UNIT OPERATOR. Whenever the thit Operator shall tender his
or its resignation as Unit Operator, of shall be removed &s hereinsbove ptoiidod,
the Working Interest Owners shall, by affirmative vote 0f at least 75 per cent of '
the Voting Interests, select a successar Unit Operator; provided, hovever, that nhuuld
any Working Interest Owner own a Voting Interest of more than 25 per cent, the woté
of said party shell not serve to disspprove the selection of a nev Unit Operator
approved by 80 per cent or more of the Votiné Intarests of the remaining working Interest
Owners and provided, further, that the Unit Operator shall not vote so succeed igself
and its Voting Interest shall not be counted in a vote corcerning its removal as the
Unit Operator. Such selection shall not become effective until (a) a Unit Operatar
80 selected shall accept in writing the duties and respomsibilities of Unit Operator,
and (b) the selection shall have been approved by the (ommissioner. If no successor
Unit Operator is selected and qualified as herein provided, the Comnissioner may, at
his election, declare this Unit Agreement terminated.

S« ACCOUNTING PROVISIONS AND UNIT OPERATING ACREEMENT. All costs and
expenses incurred by Unit Operator in conductihg Unit operations hereunder shall be
apportioned among, borne and paid by the Working Interest Qwners, all in accordance
with this agreement and the Unit Operating wmm‘.. The Unit Operating Agreement
shall also provide the manner in which the Working Interest Owners shall be entitled



to receive their respective propertionate and allocated shax'e or‘ the benefits
accruing hereto in conformity with their underlying cpersting sgreements, lssses, or
other independent contracts and such other rights and cbligations as betweea Unit
Operator and the working Interest Owners as they may agree upon. However, the Unit:
Operating Acreement shall not bs deemed either 40 modify the terms and comditions of
this Unit Agreement or to relieve the Unit Operator of any right or obligation
established under this Unit Agreement; in case of any incomsistency or counflict
between the Unit Agreement and the Unit Operating Agreemsnt, this agreemesnt shall
prevail. One true copy of any Unit Operating Agreement shsll be filed with the
Commissioner.

10. RIGHTS AND OBLIGATIONS QF UNIT OPERATOR. Except as otherwise specifically
provided herein, the exclusive right, privilege, and duty of exercising any and all
rights of the parties hereto (including surface rights) which are necessary or
convenient for the prospecting for, producing, Itor:l.u; allecating, snd distributing
the Unitized Substances, are hereby granted and delegated to and. shall be exgrciced
by the Unit Operator as herein provided. Upon request therefor, acceptable evidence of
title to said rights shall be deposited with said Unit OpeFator and, together with this
sgreement, shall consititute and define the rights, privileges, and obimtions of
Unit Ooperator. Nothing herein, however, shall be construed to transfer title to any
land, lease, Royalty Interest, operating agresment or commmitization agreement, 1t
being understood that under this agreement the Unit Operator, in its capecity as Unit
Operator, shall exercise the rights of possession and use vested in thie parties
hereto only for the purposes herein specified.

1l. EQUIPNENT AND FACILIYIES NOT FIXTURES ATPACHED TO REALTY. Each Working
Interest Owner has heretofore placed and used on its Pract or Tracts committed to this
agreement, various well and lesse equipment and other yroperty, equipment and
facilities. Tt is also recognized that additional equipment and facilities mey
hereafter be placed and used .upon the Unit Area as nov or hereaf'ter constituted. ‘herefore,
for all purposes of this agreement axg and all such equigment shall be considered to P
be personal property and not fixeures sttached to realty. Accordingly, said well and | ?
lease equipment and personal property is hereby severed from the mineral estates h
affected by this agreement, amd it is agreed that any abd all such equipment and
personal property shall be and remain personal property for all purposes.

12. PLAN OF FURTHER DEVELOFMENT AND OPRRATION. Tt is recognized and agreed
by the parties hereto that the object ‘and. purpose of this agreement is to formulate and
t‘o put into effect a secondary recovery project in order to effect the optimum recovery



of Unitized Substances, prevent waste and conserve natural resources. The parties
hereto agree that the Unit Operator may, subject to the counsent and approval of a

plan of operation by the Working Interess Qvners, the Commissioner and the Commission,
inject into the Unitized Pormstion, through any well or wells completed therein,

brine, water, air, gas, oil, liguefied petrolc\u gas, or any other substance or a
combination of any of said substances, vhether produced from the Unitized Formation

or not, end that the location of input wells and the rates of jmjection therein and
the rate of production shall be governed by stendards of good geclogic and petroleum
engineering practices and conservation methods. This agreament is and shall be
subJect to the conservation laws of the State of New Maxice, t0 the valid rules,
regulation and orders of the Commissioner and the Commission and to0 all other applicable
federal, state and municipal laws, rules, regulations aad orders. The perties hereto,
subject to prior rights, if any, grant to Unit QOperator the use of brine or weter or
both from any formetion in and under the Unit Area for injection into the Unitized
Formation. After commsncement of secondary operstions, Unis Operator shall furnish
the Commissicner monthly imjection and roduction reparts for each well in the Unit
Area. e Working Interest Owners snd the Osmmissioner shall be furnished periodds
reports on the progress of the plan of operation and exty revisions or chamges thereto
necessary to meet changed conditions or to probect the imberests of all parties to
this agreement; provided, however, that any major yevisiens ef the plan of eperation
involving a dasic deviation from the imitiel plan of operation shall be mM ®

the consent and approval of the Working Interest Owners, the Commissionsr emd the
Commission.

13. mncnm. Bxhibit C-1 shows the percentages of participetion to

vhich esch Tract shall be entitled if all Tracts vithis the Onit Are are cemmitted

as of the effective date of this w"(tha qtnliﬁcttiou:uéusq for imclusioan
of & Tract being set forth in Section 1k hereof). If less Shan all Tracts withim the
Unit Area are cemmitted as of the effective date of this agreement, Unit Operator,
vith spproval of the working Interest Owners, as soon as practicable after the «ffective
date of this agreement, shall file with the Cmmissionsr and the Commission schedules
0f committed Tracts as of said effective dabe, which said schedules shall be
designeted “"Revised Exhibit C-1 and considered for all purposes as a part of this
sgrosmeat. Such revised Exhibit C-1 shall set forth opposite cech such cesmdttod
Tract the revised Trect Participation therefor (which shall be calculated by using

the same Tract factors emd formula which vers used $0 arrive at the Trect Participation
of eack Tract as set eut in Exhibit C-1 sttached hereto, But epplying the sems ouly %o
‘the cammitted PTracts). Such revised Exhidit C-1 unless disapproved by the Commigstomer



and the Commission within 30 days after filing, shall supersede, effective as of
the effective date hereof, the Tract Participatisns sed forth in Bhidis c-1
sttached herete unbil a further revision or revisions thereof is spproved Wy the
Commissioner and the Coamissien. The Fract Participations showa co Exhidis -1
attached hereto, or as may be showvn om the revised Exhibis C-1 as sbove previded,
shall govern the allocation of muua Substances m aml after the effective date
um-mzwtumﬁrﬁamtmsw, end until the alleestica
schedule is revised pursuant o this agreement asd Ahe revised Tract Participetions
mwwmm-muﬁo@um.'

o 1k, MMMW; Trol the effective date heres?,
the Tracts vhich shall be entitied bmummu those Tracte wich are
described in Exhibis B and which, at aay time, ml qualitied as follows;

*(n)hchﬂ'm“touuehhmmamlﬂNMd

the Wrking Interest therein have becuns paties herete amd as %0 _which
Royalty Owmers owning 75% or mere of 4he Royaldy Daterest therein hawe

(b) Bach Tract as te vhich Werking Zxterest Owasrs ovadmg of the
have becems

:

Working Interess tharein paxties ot and a8 %0 v Roally

Owners ovning less than 754 of the Neyalty Inbereit Aherein have becems
parties hereto and, further; &8 %o _\thehg' L ‘

(1) ALl vorking Interest Owsiexs wmﬂmmamn.

request for the qualificabion of such Pract, amd

(11) 80% of the coubimed voting isterests of uu- Interest Quuers
in all Tracts meeting the requiremsnts &f pefsgraph (a) hereef hawe
voted ia favor of qualifying SN Tvast. : E

For the purpose of this peregraph (¥), & Wirking Interest Ownar's “wetiag
interest' shall be equal to $he ® (Mpresssd {u per cemd) which 1%s
sgeregute Unit Partieipation in all Sreets qualifying under paragraph (a)
- bears to the total Uait Participetion, & shote 8 Bxhidis G2 of all
Working Interest Owners i all Brests gualifying waer pevagregh (o).

(c) Bach Tract as 4o vhich working Interest Guners ewniag less thep

~ -



(a) and (b). Upon the qualification of such s Tract, the Unit Participation

wvhich would have been attributed to the noasubseribing owners of the

working Interest in such PTract, had they becoms parties to this sgrewmmsnt

and the Unit Operstisg Acreement, shall be atiributed to the Working

Interest Qwners in such Tract vho have becoms parties to suchkiagreemsute,

in proportion to their respective Working Interests in the Pract.

15. ALLOCATTON QF UNTTIZED SUBSYANCES. All Unitised Substances produced
and saved (less, save and except any part of such Unitized Substances used in
conformity with good operating practices on unitized land for drilling, opersting,
camp and other production or development purposes snd for pressure maintenance)
shall be apportioned smong and allocated %0 the cammitted Tracts in acoordance vith
the respective Tract Participations effective hereusder during the respective periods
such Unitized Substances were produced, as set farth in the schedule of participation
in Exhibit C~-1. The snount of Unitized Substances s0 allocated to each committed
Tract, and only that emount (regerdless of whether it be more or leas then the amount
of the actual productiom of Uhitized Substances from the well or wells, if amy, on
such Tract), shall, for all intents, uses and purposes, be deemed to have been
produced from such Tract. |

The Unitized Substances allocated to sach such Trect shall be distributed
smong, or accounted for to, the parties executing, consenting to or ratifying this
agreement entitled to share in the production from such Tract in the same manmer,
in the same proportions, and upon the seme conditions, as they would have perticipated
and shared in the production from such Tract, or in the [roceeds thereof, hsd this
agreement not been entared into, and with the smmws legal force and effect. It is
hereby agreed that production of Unitized Substances frem any such commisted Tract
shall be allocated as provided herein regardless of whather oil or gas is bting
produced from any particular Tract committed hereto. If the Working Interests o she
Royalty Interests in any Tract are divided with respect to separate parcels or porsions
of such Tract and owned severally by differeant persons, the Tract Participatiom of
such Tract shall, in the absence of a recordabls instrument among all owners fixing
the division of ownership, be divided among sueh parcels or portions in propersion
to the number of surface acres in each.

16. BALANCING OF PRODUCTION. - Unit Operator shall make s proper snd timely
gauge of all lease and other tanks located on each cosmitted Tract in order to
ascertein the smount of merchanteble oil in such tanks above the pipe line connactions,
as of 7:00 a.m. on the effective date hereof. All Unitized Substamces which are s
part of the prior allowable of the well or wells from which She same were produced
shall be and remain the property of the Working Interest Qwners entitled thereto as
if the Unit had not been formed and such Working Interest Owners shall m rensve.

same. Any such Unitized Substances not so resmoved may be s0ld by the Unit Qperator



for the account of mch}orking Intersut Qwners, mbject to the payment of all
royalty to Royelty Quoers,umffcthetbeths snd provisicas of the egpliceble lease &
Leases and sther cobitracts. ALl such Unitized gubstamces which are in excess af
the prior allowsble of the well or walls from which the smme vers prodwoed shall be
regarded and treated the seme as Unitized gedstences groduced after the effective
dates berecf. If, as of the ot}’ectm date hereof, any Tract is over-produped with
respect to the allovsble of the well &r vells on that Trset and the ameumt of wch
over-prodnction has been 50ld or othervise disposed of, such ever-production shall
be regarded amd imcluied as a part of the Unitized Substeness yreduced after the
effective dste barsof and the amount therecf charged %0 such Tract as havisg beea
delivered to the persons entitled to Unitized Substanglls allocated to smsh Track.

17. ROYALDTY SETTIEREMT. The Gtate of New Msxico snd all Royalty Owoers whe,
under existing contracts, afe entitied to Sake in kid a shere of the Unitiied
Substances preduced from sny csmmitted Tract, shall heresfter be entitled to take in
kind their share of the Unitized Substances allocsted to such Tract, smd Uait
Operator aball mabe deliveries of such Joyalty share takea ia kind is ecnforwity with
the appliosble contracts, lavs snd regulstiens. Ssttlemesmt Mll;rllﬂ Intarests
not taken in kind shall be made by Working Interest Quaers responsible thevefor under
existing contracts, laws and regulatioms, om er before the last day of eech month for
tnitized Jubstamces produced during the preesdisg calenisr megth; jwovided, hewever,
Mmﬁummmwmlhhmmhmﬂq,_wﬁ-
their respective lsase obligations for $he pegment of any reyalties due unisr (heir
m-mmt.mmtmmumum}uumwc
this agreement.

IC gas obtained from lamis net subject t0 this agreemsst is imtreduced iute
the Unitized Jormation fer use in presewre msintenemce, stimulstien of. yredmetson,
or inereesing wltimate recovery, vhich shall be ia conformity vith oﬁum

aprroved hy the Commissionsr emd the Commission, s like emsunt of gas, less agpropwiate
deductions for loss from any causs, Rey be vithirswa frem the farmatien inte which the

gas was introduced, royalty free as te dry gas, But Not as $o Ahe preducts extractel
therefrom; provided that such vithiraval shall be pursusst %e sweh ocomditiens ast
formmlas o3 may be [rescribed er spproved by the Comissiomer; provided ferthes, VAed
mmuumnmmmmmdwm 1
memm-mmmhaucmmmmauw
Muwmmm&mmmums%
~ultimate wecpwery, whioh nuunmrmuﬁapmmmwﬂn
Commissioner, part nmormchnwrmm;uﬂwhttmm

gy



free pursuant to such conditions and formulas as may be grescrided or approved by She

Commisaioner.

Royalty due on account of State lands shall be computed and paid ob the
basis of all Unitised gubstances allocated % such landa.

15. RENTAL SETTLRMENT. Rentals on State of Bew Mexico lamds subjeet 4o
this agreement shall be paid at the rate specified in the réspective leases, or nay
be reduced or suspended under order of the Comissionss purswant to spplicehls laws
and regulations.

19. OOESERVATION. Operations hersunder and production of Unitired Subotances
shall be conducted 50 as to. provide for the most economical and efficient recevery of
such substances to prevent waste as dsfined by Stste laws or regulstions.

20. DRAIMACE. Unit Operator shall taks spprejriate and adequate msasures
to prevent drainsge of Unitised Substences from the commitied Practs by wells en land
not subject to this agreement, or, vith consent of the Commissioner. eod pursusnt %e
appli-able regulations, pay a fair and resscnabls cowgefisstory royalty as detesmined
by the Commissiomer. |

2l. LEASES AND CONIRACIS CONFURMMD AND EXTHNED. The terms, conditisps amd
provisions of all leases, sublesses, amd iluuiirici-nmm to. exploraties, drill-
ing, development, or operation for oil, gas, gasesus substamoss, sulphwr cemtaingd ia
gas, condensate, distillate and all aséociated and comstituent. liquid or ligeefinhle
hydrocarbons in the under lands cammitted 10 this agressent are hervedy exiwessly
modified and smended to the extent. naceasary. te make the same cenfern #9 the provisiess
haresf, But otherwise t0 remain in full ferce smd offect; aad the parties hareto
mmmtmmws-mmuummwwu-wh—w,
or by the spprovel hereef by his duly sitherized representstive, docs harohy esteblish,
alter, changs or revoks the drilling, producing, reatal, minimm royalty end rayally
requirements of State leases cemmitted herste and the regulasions in respect thereto
to couferm said requiremants to the provisions of this agreement, and without limiting
the genarality of the foregoing, all leases, mublsases, and contracts are particularly
m in accordance with the following:

(a) The development end operstion of lsnds subject to this agreemant

under the terms hereof shall be deemsd full parformemce of all ocbligaticos
for developmsnt and operation with respect to eash and every part or

(b) Drilling and preducing omwmmmw T

2



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

(¢) Suspension of drilling er pradncing operations on all unitised
lends pursuant to Girection or consent of the (umissioner sinall be deemed
to constibute such suspension pursuant te such direetion or consent as to
each and every Tract of unitized hnd

() ®ach lcuc, sublease, or ohtrwt relating to the exploratisn,
drilling, developmeni or operation for oil, gas, gasecus substances,
sulphur contained in gas, condensate, distillate and all assoclated and

constituent 1iquid ar liquefiabls hydrocarbons in and under lands, other
than those of the United States, in lands committed to this agreement,

~ which by its terms might expire pefor .t the terdination of this agreement,
is hereby extended beyond any such %wm so provided therein so that 1t
shall be continued in full force sdf effact for and durimg the term of
this agreement, as to the land committed s0 long as such lam remains
sublect hereto.

(e) Any lense embrecing lands of the State of New Mexico hawving only

a portion of its lands comnitted hexreto shall be segregated as te the portion.
compitted and as $0 the portion not commictad and the terms of such lease

shall apply separately as to such segregatéd pertions commencing as of
the effective date hereef. MNotwithstanding any of the provisions of this
agreement to the contrary, ay leass ssbracing lands of the State of
New Mexico having oaly & portion aof its lsnds cemmitted hereto shall

continue in full force and effect beysud the term provided therein as

to all lands embraced in such leass, if Unitized Mubstances are discovered
and are capabls of being produced im paying quantities frem some pert of

the lands embraced in such lesse committed 44 this agreewent at the
expirationofthoucmhrymdmhh ase) or if, at the expiration of
the secondary term, the lessee or the Wit Operator is then engaged in
bona fide drilling or rewerking opcnhu oh some pert of the lands smbraced
therein, any such lease shall remain in full foxce and effect 80 long as

such operations are being adiligently prosscuted, and if they result in the
production of Unitized Substances, said leass shall continue im full force
and effect as to all of the lands esbraced tharein, so long thersafter as
Unitised Substances are produced in paying guantities from any pertion of

seid lands.

22. COVENANTS RUN WITE LAND. The covenants herein shall be constpued to be
covenants running with the land vith’ respect to the intarests of the pu'tm herete
and their successors in inkerest until this me-nt 'hninaus, and any ynt N
transfer, or couveyance of intsrest in land or leases subjedt hereto shall be and
hereby is conditioned upon the assumption of all privileges and obligations Lereunder
by the grantee, transferee, or othar sucosssor in interest. No assigmment er tramsfer
of any Working Interest subject hereto sh-J..l be: btndinc upon Unit Operater until
the first day of the calendar mnth lf‘%.l' it WIW is furnished with the
eriginal, phetostatic or cortiﬁ.od eow of the mu'mm; of transfer; sad o
assignment or transfer of any Royalty Interest shall beé binding upon the Werking
Interest Owoner responsible therefor until the first Wthcm menth af'ter
said Working Interest Owner is furngsbed with the original, photostatic e certifisd
copy of the instrument of transfer. |

23. EFFECTIVE DATE AND TSRM, This egreement shall becoms binding upem each
party who \uocﬁiéi or ratifies it ds of the date of execution or ratificatiom By such
party and shall become effective as ,QQC.'T:OG o'cleak aui. of the first day of the
calendar month next following the approvil by the Coumissicner.



There must be an execution or ratification of this agreéement and the Unit
Operating Agreement by Working Interest Qwhars Swning & cotf®ined Unit Participation
of at least 80 percent, and the execution or rasification of the agreement by
Royalty OQwners owning a combined intersst of at lsust 65 pafcant of the Royalty
Interest, in said Unit Area.

There must be Tiled 4t least one countérpart of this agreement for record
in the office of the County Clerk of #dy County, New Mericd, by the Unit Operator-

Unit Operator shall, within tnirty (30) days sdber the effective date of this
agreement, file for record in the office whers & countefpurt of this sgreemsnt is
recorded, a certificate to the effect that this agreemant become effective scconling
to its terms and stating further the sffsetive date.

The term of this agréement shall be for and during the time that Uuitized
Substances are produced in paying quantities ¥tom the Unit Arsa and so long thersafier
as drilling, revorking or other operations (inwluding secbudary recovery operatisns)
are prosecuted thereon without cessation of ﬁﬂ'u ‘hhm‘nimby (90) consacutive days,
unless sooner terminated by Working Intarest Owhers in thé massier hereimafter
provided. ' "

This agreement may be terminated with the approval of the Land Comsissioner
and the Working Interest Qwners owning 75 perdant Unit Parbicipation whenever such
Working Interest Owners determine that Unit operations are #e ionger profitable,
feasible or in the interest of conservation. Notice of any such terminatiob shall
be given by Unit Operator to all parties heretd.

Upon termination of this agreement; the further dsvelspment and operation
of the Unit Area as a Unit shall be abandoned, Unit operations shall cease, and
thereafter the parties hereto shall be governsd by the terms wnd provisisns of i
leases and contrscts affecting the upnu"u tructs Just as {2 this agreement hed
never been entared into.

If not otherwise covered by the lesses unitived usder this agreemant, Royslty
Owners hereby grant Working Interest Ovasrs & pefiod of sizx months efter termination
of this agresment in which to salvage, sell, distribute o c4hervise dispose of the
persopal property and facilities used in cotiletion with tait operations.

2h. APPRARANCES. Unit Operator shall, after Hotide o othas parties affected,
have the right to appear for or on behuif of Mty aud wll iddstests sffected heraby
befere the Commission and to appeal £t ordefs issued Undss the regulations of sadld
Commissicn or to apply for relief from sny ef ssid regulidicns or in Any procesdings
relative to operstions before the Commission, or bthes legelly constituted sutharity;



provided, hovever, that any other interested party shall also have the right st
his or its own expense to be heard in any such proceeding.

25. MWOTICES. AllL notices, demands, objections ¢r statements required
hereunder to be given or rendered to the parties herets shall be deewed fully given
if made in writing and perscaally delivered 40 the party or parties st their resapective
addresses set forth in commeetion with the signatures hereto er to the ratification
orconscntherwrortomehd!twnuronuwmhm-whmmnmm
vriting to party sending the notice, desand or statemsut.

26. MO WAIVER OF CEHRTAIN RIGHTS. Mothing in this agreement contained shall
be construed as a vaiver by and party héreto of the righs te asdert any legal or
constitutional right or defense as to the validity or invelidity of any Law of tbe
State of New Mexice, or regulstions isswed thareusdar in smy vey affectimg such
party, or as a waiver by any such party of any Pight beysnd his or its sutherity to
wvaive.

27. UMAVOIDABIE DMIAY. All obligatiess undes this agreement requiring the
Unit Operator to commence of contimue drilling er to sperste on or to preduce
Unitized Substances from say of the lands subjest %0 this agreement shall be suspended
vhile, but only so lomg as, the Unit Oparator, Gespits the smercise of due care and
diligence, is prevented from complying with sueh obligations, in whole o in pert, by
strikes, acts of God, Pederal, State, or mmisipal lav or is-hém, unavoidable
accidents, unconitrollable delays in trassportation, inability to obtain necessatry
materidls in open market, or other matters beyond the reassnsble control of the Wedd
Operator whether similar to matters herein eaumseated or #ot.

20, 10S8 P TITLE. If say Tract of waitised land ceqecs to have suffisismt
working Interest or Royaliy Diterest committed te thh‘ efresment to weet the csnditioms
of Section 14 beceuse of failure 88 title to any w‘h&i‘h‘, such Tract sheall de
regardsd as Me_ittodwm.lq‘hoonm-u%ﬁﬂtmoftm caleadar
month in vhich such failupe of titde is finally determined; previded, however, that
no such h'nct shall be 50 regasded if same e4l De requalified under said Jection 14
vithin nimety (90) days after the date su vhich swch 41tle failure was finally
determined. If any such Tract cannot be 80 requalified, Unit Operator shall recospute
the PTract Participation of each Tract of unitised lasd redaining subject to this
agrecment so that such Tract Participations shall remuin is the same retio one o
another. Thereafter, Unit Operator shall revise xhibits C-1 and C-2 conformebly
vith such recemputétion. Bach such revised exhibit sball bs effective at 7:00 w.am.
on the first day of the calendar month in vhich such failure of titls is finally
determined.

If title to a Working Interest fails, the rights and obligstioms of Working

7
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Interest Owners by reasom of such failure shall be governed by the Unit Operating
Agreement. JIf title tc a Royalty Interest fails, but the Tract to which it relates
remains committed to this agreement, time n?uq Ovner whose title failed -h.u not
be entitled to participate hereunder @ﬂh‘ Cl its participation 15 bl..ld on such
lost Royalty Interest.

In the event of a dispute as to the titls 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 is finally settled; provided,
that as to State land or leases, no payment of funds due the State of New Maxico shall
be withheld, such funds of the State shall be deposited as direeted by the Coumissioner,
all to be held as unesrned money pending final settlemeat of the title dispute and
then applied as earned or returned in accerdance with such final settlement.

Unit Operator, as such, is relieved from any responsibility for eny defect
or failure of title hereunder.

29. HNONJOINDER AND SUBGEQUENT JOINDER. Any oll or gas interest within the
Unit Area not committed hereto prior to the effective date of this agresment may
thereafter be committed, upon compliance with the spplicable provisions of this
section 31 and of Section 1h (TRACTS QUALIFIED POR PARTICIPATION) by the owner or
ovners thereof subscribing or consenting to this agreemsnt and, if 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 the effective date hereof shall be

subject to such requirements or approvals and shall dbe upen such terms end conditions
as may be agreed to by at least 65 per cent of the then Voting Interests of the
Working Interest Qwners, and approval by the Commissionsr, with appropriate revisions
Of Exhibits C-1l amd C-?, effective as of T: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 sgreement, jJoindar by s non-working interest
owner mist be consented to in writing by the Working Interest Owners committed hereto
and responsible for the payment of any benefits which may sccrue hereunder in behalf
of such non-working interest.

30. COUNTERPARTS. This sgresment may be exequted in any numbér of
counterparts, no one of vhich needs to be exsouted by all parties, or it may be ratified
or consented to by seperate instrument in writing specifically referriag hereto and
shall be binding upon all those parties who have exesuted such a counterpart,
rajification, or consent hereto with the same force snd effect as if all such parties

had signed the same document and regardless of whether or not 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 Owners shall render and pay for their
account and the account of the Royalty Owners all valid taxes on or measured by the
Unitized Substances in and under or that may be produced, gathered and sold from thé
land subject to this agreement after the effective date of this agreement, or upon
the proceeds or net proceeds d.i-ived therefrom. 'The working Interest Qwners in each
 Tract may charge the proper proportion of said texes to the Hoyalty Qunars 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 £or the taxes 30 paid. ¥o such taxes
shall be charged to the State of New Mexico or t0 any lessor who has a contract with
his lessee which requires the lessee to pa&y such taxes.

In order to avoid title failures which might incidentally cause the title to.
8 working Interest or Royslty Interest to fail, the owners of (1) the surface rights °
to each committed Tract, (2) severed mineral or reyalty interest in said Tracts and
improvements located on said Tracts not utilized for Unit Opexrations shall individually
be responsible for the rendition and assessment, for ed valorem tax purposes, of all
such property, and for the payment of such texes, axcept as otherwise provided in any
contract or agreement between such owners and a Working Interest Owner or Owaers.

If any ad valorem taxes are not paid by such owner responsible therefor when due, \
Unit Operator may, at any time prior to tax sale, pay the same, redeem such property
and discharge such tax liens as may arise through nonpaymsnt. In the event Unit Opcritor
makes any such payment or redeems any such propersy from tax sale, Umit Operstor shall
be reimbursed therefor by the Working Interest Owrers in propertion to their respective
Unit Participations then in effact, and Unit Operator shall withhold from sny proceeds
derived from the sale of Unitized Substances othervise dus to said delinguent taxpayer
or taxpayers an amount sufficient to defray the costs of such payment or redemption,
such withbolding 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, &ither at lav or in equity, vhich nmay
be available for exercise by the Unit Operator or by the Working Interest Owners.

32. OCONFLICT OF SUPERVISION, Neither the Unit Operstor nor the Working
Interest Owners or any of them shall be subject to any forfeiturs, termination, or
expiration of any rights hereunder or under any leases or comtracts subject hereto,
or to any penalty or liability on account of delay or failure in whole or in part to
comply with any applicable provisions thereof to the extent that the said Unit Operator,
Working Interest Qwners, or any of them are hindered, delayed or prevented from complying
therewith by reason of the failure of the Unit Opsrator to obbain, in the exercise. of

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



and shout aay matters av things concerming whioh 4% is raguired herein %bat such
concurrence be obtained. The parties hereto, indluding She Commission, sgree that
all povers and ﬁthority vested in the Muiﬂ‘m ul Wy bxw provisions of ih:ls |
contract are vested in the Commission and shall be exsreised by it pursuest to the
provigions ‘or. the lavs of the State of New Mixius smd subject, mf.m em, to sppesl
or judicial review as may nov or hereafter be pﬂﬁd.d by the laws of th.. State of Kew
Mexico.

"33, KO PARTNERSHIP. It is exgressly agreed thst the relation of the parties
hereto 1s that of independent contractors and tothing in this agreement coutained,
express or implied, or any operaticns comdwcted hereunder; shall create of be desmed
to have created a partnership or association between ths parties hereto or any of them.

34, DORDER ACRERMENTS. Subject te the approvel of the Comaissicmer, the
Unit Operator, with concurrence of 75 per cest of the #jn Yoting Interests of the
Working Interest Owners, jay enter into a border=protedtion agreement or sgreements
with the working imterest owners of lands adjesent to the cemmitted Tracts with
respect to the operations in the border area for the maxime ultimate recover,
conservation purposes and proper wun of the parties and interest.

IN WITHESS WHERBCF, the parties hereto have caused this egresment to be
executed as of the date 'fﬁst above writhen and have sét oppesite their respective
names the date of exscution and the address of each of the iomeuw‘r‘meuting
parties.

Date;

Date:




)
of the Estats &7

v Q;Jllly; and a8 VExecutor
By D. Miller

Date:

e of M. We. Smith

Date:

Albuquerque, Mew Mexico

STATE OF NEW MEXICO )

3 88
COUNTY OF EDDY )

on this day of Szaﬂéﬁ 194"“1’0" me persohally appeared
Vilas P. Sheldon Sue n, his wife; to me knownto be the persons described

in and who exscuted the foregoing instrument, ahd acknowledged that they executed the
same as their free act and deed.

My commission expires:

r-§- L

STATE OF NEW MEXICO )
s B8
COUNTY OF EDDY )]

On this day of ?% , lQG(ﬁefore me personally appeared
R. D. Collier « Collier, his wife, me vh to be the persons described

in and who executed the foregoing instrument, and acknowledged that they executed the
same a8 their free act and deed,

My commission expires:
7-r6p

OTATE OF NEW MEXICO )

: 88
OOUNTY OF BERNALILO ) 9
Oon this A é’{ day of 7/ @ﬁ . 1988 before me personally appeared
He we Smith and Mary I. Smith , his wife, to me known to be the
persons described in and who executed The Torccciﬁ instrument, and acknovledged that
they executed the same as their free act and deed.
My commiseton expires: [emi¢ [ /74 Cosgprnne. 771 L) s
/'/,/ d ﬁ%ﬁ?
{/
STATE OF NEW MEXICO )
gt 88
COUNTY OF BERNALIIO )
On this ///2{ day of ‘///d/tj i 1968 before me personally appeared

K:tnleen M31Iar to me known o be the person Abscribed ih and who executed the foregoing
instrument, and acknowledged that she exscubed the same as her free act and deed.

IR Iy

Fotary Public

N L . oy
My Oommission expires: /v"/nu / /yés" /Camw‘_._... /'/ L A /,:/ ﬂ.,
Ve



STATE OF KEW MEXICO )
m’uormm )

' fhe foregoing insirumenit was acknovledged before me this 2 cé day Of March, 1965
by Neil B. Watson and Ruth A! Watson, his wife. : _ v

My commissiemn expires: F-P-67

DBA Kersey and
Trustee Agreemand:dal
operation of the M/N & ¢

south, Range 29 Bast, for -ﬁ*’
Karsey, Gesrge M. Oowell, V. In m !rth.hh-
Stesl Company foF $as account of . L. Tallmadge,
P. J. Vim, mm mﬂ’ m m‘“,

STATE OF NEW MEXICO)
COUNTY OF EDDY )

The foregoing instrument vas acknowledged before me WMs_ 5 md#w
1965 by Harold nruq,-m:l.vmm; and for Neyeld Xarsey DOA Rirsey and Company / achiag
as Prustee under a Trustee it dated 5-10 &9 providiag fur the operation of the

sE/b 5W/b Bection 32, Townshjp 17 south, Range 29 Bast, for and in Belmlf of Nereld IBreyy,
George M. Cowell, W. L. Shaner, Bethlehem Steel Company for 4he aceocust of C. L. mw
P. J. vidal, Thelms Methvin, )hrtlret Holcosb, Quy Shepherd, Bajnamin D. Luckiai, J. R

Butler, 1 pesc. 'lﬂientl "Bask and W&W 4a9r8Y¥80 acknovledged by Mary Elles Bereey.
My commission GIPU'“ [l/‘g_/b e

STATE OF NEW MEXICO)
COUNTY OF OTERO "3

The foregoing instrument was acknovwledged bd’m me this z day ct )
1965 by Thelms Methvin. ""L’""

Ny commission expires: /0/23/ F A
STATE OF NEW MEXICO)
buwry or ommo . )

The foregoisg iustrument ves scknoviedged before me this )Y aay ot _Moe;r
1965 by Margares Nolcowb. ’

My commission expires:/,,/jz/“




NON-WORKING INTEREST OWMERS JOINDEN
IN UNIT AGREEMENT OLD LOCO UNIT, XDOY COUNTY, MEW MEXICO

WHEREAS, the undersigned has received a counterpart of an instrument entitled
"Unit Agreewment, Old Loco Unit, Eddy County, New Mexico"”, providing for the development
and operstion of 720 acres, more or leas, in Township 17 fouth, Range 29 East, N.M.P.M.
Eddy County, Nev Mexico, as t0 the "Unitized Pormasion' as said term is defined in
said Unit Agreement which was executed by Yilas P. Sheldon as the Unit Qperator to
provide for conducting secondary recovery operations  and

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

WHEREAS, the undergcigned Non-Working Interset Owner whose interests are defined
in said instrument and exhibits thereto, desires to ratify and consent to said Unit

Agreemant by the execution of this instrument, agreeing to be bound by the provisions
thereof.

NOW THEREFORE, in consideration of the premisss, and of the mitual advantages
t0 be gecured by all who become partiez to said instrument, the undereigued Non-working
Interest Qwner does by these presents agree to be bound by end dees expres:ly ratify
and consent to all of said terms and provisions of the aforesaid Unit Agreement.

| /

EXECUTED this Py ﬂ dayof .. /oL , 1965.

T : e

BTATE OF )
COUNTY OF )
The foregoing instrument was acknowledged before me this e day of "
e sew

My commission expires:

P
~ : [ L ‘e

- —/“.vl
T .
. . gt A0
LT O sy 12 1054 otary Pubilc




NON-VORKING INTEREST OMMARS JOIKDER
IN UNIT AGREDENT OLD 1000 UNIT, BIOT COUNTY, MKW MEXICO

WHEREAS, the undersigned has received a counterpart of an instrument eptitled
“Unit Agresmsnt, 014 Loco Unit, BAAy County, Bev Mexien”, prévid for the development
and oparation of 720 acres, more or lass, in Towmship 17 South, 29 Bast, N.M.P.M.,
Bddy County, Nev Mexico, us to the “Umitized Formation” as sald Serm ir defined in
asid it sgreement vhich was axscuted by ¥ilas P. Shwldon es the Unit OperssSor %o .
provide for conducting secondary recovery operations; aml

WEEBREAS, 3834 Unit Agreesent provides for counterpart sxscution aod by other
instrument ugreeing to be bound by the provisione thereof; snd

%
s

WHEREZAS, the undersigned jon-working Interest Owner wvhose interests are defined
in said instrument apd exhibits thereto, desires 0 retify sand coneent %o said Unit

Agreeaent by the execution of this instrument, agreeing to be bound by the provisions
thereof.

ROW THEREFORE, in consideration of the premisss, and of the mutual odventage:
to be secured by all wiio become parties t0 said instrument, the underaigned Noo-workiug
Interest Quner does by thase presents egree o he bound by and does expressly ratify
and consent t0 all of said terss and provisisus of the aforesaid Unit Agresement.

EXECUTED this -

ATTEST:

i 5 it 7

&‘\Ch‘« fode

PR OF Nev Mexico

COUMYY OF Chaavee

N Ot
. Y—

The foregoing instrument vas acknowlsdged before am thias 7th dey of l
o duix » 196k, by RoberiJ. [ eanard 3
. D osuilent ot Ieonard 01l Cempany A
. e Nexiea Corporation, on behalf of said corporation. “
Ny commulesion expires . I *
PTATR OF )
COURTY OF S

The foregoing instruaent wae scknowledged before =e this ,  day of

» 1964, by ~ .

My commmizsilon expires:

Botary Public
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: ant vaich wes exocutcd y Vilus Po fieldon as the Uaid Cperalor o3
for ceonduching secondary vecovery cperaticas; el '

nrpard cxooudion end by slluw
ceing to be bound by ihe provisions fhoreof; and
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Verz L. palager
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the fexvgning instrusent was achnoviedred bofere o this day of

» 1564, by : ; ' £
. oy ' ' _
< orporation, ¢a tehall of sald cOrpiiiliiiT

; ’
ETEEL

3

*

j:;ﬂgs‘;t&' before e this_ Cey L3
A L. Palager and Vera L. Balagay
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NOR-SORKING DNTHRESY OVEERS JOINDER
19 WIT ATERENT LD 100 URIY, BOVY COUMTY, 5V ML

WHERRAS, the unkdersigmed bas received s coumterpart of an isstrusint soatitled
Unit agresment, G4 Loes Unit, Bddy Cousty, New Maxice , previding for the dGevelopment
apd oparastion of 720 SCTERS, WMOTR OF w' in M 17 M, m £9 E‘”' .oﬁ.?.l&.,
EXly County, Wew Nexslco, a8 %6 the Inisi-od Forsstisn’ o8 seld berm is defined i» ,
said Uit agroenent whfch was exscuted by Viles P, fheldon as the Unit Operator to
providée for conducting secondery recovury sperations; and

YITRREAY, seid Uit Agresmm proviides fusr ~susterpoart smecution and by otimy
instransent sgreeing o be bound by the provisions thereof; amd

YERBRAS, Baid Unit Agveemsnt provides for couxterpart sseeation sl by other
iastruaent agreeiog to Le bound by the provisions tercaf; asd

WMEELAY, the Uodersigasd Nos-vorkiog Iaterests Ownar viese ioterests sre defined
3o sxid iratrasent and exbibite Shereto, dseires te ratify sad somcent %o =il Unit
Arreeseut by ths mescution of this ipstrummt, agreeing to be et by the provisiens
tharsdl,

NGs THERZTORE, in conslideration of thw pramises, sold of Vbe wstusl sdvantages
to be secured by all «ho bDecons purtiss o ssid lnsteuaest, the undersigaed Bos-vorking
1eterast Ovner does by these pressnts agree 40 be beound bWy and dees expressly ratify
and coraent to all of 2aid Serms i pruvisions of the aforesald Unit sgressest.

EXECUTED this 13th. 6y of wily » 1965,
ATTESTY
P. J Vi 7 ) / ‘
ey -
Lucille Vidal |
- ce {4 ’ ¢ Loty . '
4
SCATE OF Now maxico 3
COUNTY OF meninley ) ‘
The foregoulng instrumeot vas sckuowledged befers we this 13th  &ay of
WA W A A » 1%0 by ' 1. l
S ' Torperation, o Bebal? of sald cerporatioh. ;
Ry comsiscelon sxpires: T T Th |
i
STETE OF New mexico ) .

3
COUNTY OF Moninlay )

e foregoing icstrament was schnowledged defere me this 136k Cay of
et Ly ‘ s 1965, by P..J..¥1dal aod Lucills Yidel

P

I

By commission sxpires: W S, S
Al Loeen ‘i RSP S E
Bﬁ&ﬁ'ﬁm«y

My Commission exples Auyus! 1,

=
-
/
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NON-WORKING INTMRNST OVEERE JUIMDER
IN UNIT AGEENNEN? OLD 1400 UNZT, MY OOWTY, KiW MEXICO

WHEREAS, the undersigned has reé¥ived & ciuiiterpart of ai (nstrment emtitled
. "Unit Agreemant, Old Loce Unit, Bidy County, wv Mnzxies', yroviding for tie develigment .
and operstisn of T20 acres, mare or less, i Tewmahip 17 dewth, Range 25 Bast, BJLF.i.,
Bidy Cownty, Nev Mexico, as %o the "Unitized Yormwbion" as said derm is dafined f8 -
said Unit Agreement which ves exscuted ¥y Viles P. Fhalded &8 Sh4 Unit Gperator % -
provide for conducting secomdary recovery spurstions; smd -

WHEREAS, said Dnit Wt providu' for couhterpart sxecution and by
instrument agreeing to be bound by the provisions thuwees; and :

WEREAS, she undersigned Non-wWorking Intersst Owner vhose interests are defimed
in said instrument and. exhibits thereto, desires %6 ratify smd cemsent %o said Unit
Agresmnt by the execution of this instrumsnt, agreeing to Be dound by the previsioms

NOW THEREFORR, in consideration of the premises, asd of the mutual advantages
to be secured by all vho become parties %0 said instrumest, the undersigned Nem-wWorling
Interest Owner does by these presents agree $0 be bound by asd dses expressly ratify
end consent to all of said terms and provisions of the aforssaid Unit Agreesmsst.

- EXECUTED this // 7’4‘ day of

ATTEST:

Keote 2. Caoecch __....

- @ Hem Mo )

. t

','camor &e?_ ) )

- The foregoing instrument was acknowledged e 8 ['Q( day of
zﬂ@' ) 1964, vy

3

8 corporation, O behalf of #eid corporation.

r My commission expi:;cs:
. grATE o New Mexico )
o
The foregoing instrument was acknowledged before me this 11lth day

»
hd)

of 'fsbmu-y _» A96k vy Q. H. Randel and Clarice j. Randel

Ny ocimissien c?éircs:
42L;pu41’\'/%§?/§%6?’

STATE.OF New Mzxico )
COUNTY OF Eddy )

The foregoing instrument wecs achnowledged hefore me this 8th tay of

March , 1965 by I.N. and Margaret Hightower, .

- N - - . L]




WHERNAS, the wnfersigned has reesivwed a cousterpert of 4a instrmmet saditled
“Unit Agreemsst, Ol Loce Unit, Eddy (sunby, Bew Maxies , providing for the develapuent
and oparstion of 740 sures, move or Less, in Yownship L7 Swwth, Bange 20 reet, B.M.f.N.,
Bidy Oovaty, Hev Maxice, as %o the Untibised Peswmdion o said Yerm o defised in
aid it sgroenest wiich wvea swmcubed by Yilas P. [eldion as e Dait Operstor te
provide for cendncking secondery recivery Uperetions; asd

WIGREAZ, satd Unld Agreswst jaovides for cownterpart axecution smd by other
inatrunmt agresing 30 be bousd My the provisions thereef; and

YRERRAS, She undersigned Men-working Intwress Ovaer whose izterests are dofined
in said jnstrument and exhibits Sherwte, desives % YeAify and conaent €8 said tmis

Agresmant Ly the mpecution of Shis instrveent, agreaing 40 e bound by the provisioms
thareot .

W THINEPORE, in comsidarstion of the yerenises;, and of the mctual edverlages
£0 ¥ sacared By ali wvhe becsms partiss 40 said Anstraamng, the wndersigosd Mom-workiag
Interest Owner does by these presents agres %o W houmd Ly end dees expreasly ratify
Mmumcfmmnmamum«mumuw.

EXVCUTED thia _day of
F e Ry o
Irene Cowell
"
¥
TTATE O )
g
COUNTY OF )
The fore@ding iostrmeent vas achoodliedged bafora me this day of
_, 156h, vy
| - » of
2 \ savperstion, on beha.r of selid cevrporshion.

Nobary Pablle

PPATE OF }

3
OUNTY OF )

e foregeing imstrusent was soluoviedged bafowe me this | iy
”‘;_.-“u~w~;wﬂ*;i~;k_%”aﬁﬁc,ﬂ P 33ﬁ~ oy george M. Cowell and TR TE ST T
My commission expires; 0 - L
. #okary Pbile
a2

»

LOGARY GUMHOWN >
C TRy P s

£ Chardic OLCUNTY |
P e oo

B




NON-WORKING INTEREST OWNERE JOINDER
IN UNIT AGREEMENT OLD LOCO UNIT, EDDY COUNTY, NEW MEXICO

WHEREAS, the undersigned has received a counterpart of an instrument entitled
"Unit Agreement, Old Loco Unit, Bddy County, New Mexict", providing for the development
and operation of 720 acres, more or less, in Township 17 Boubh, Renge 29 East, N.M.P.M.
Eddy County, New Mexico, as to the "Unitized Formation" as sald term is defined in :
sald Unit Agreement which was executed by Vilas 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-wWorking Interest Qwner 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 the previsions
thereof.

NOW THEREFORE, in consideration of the premises, and of the mutual advantages
to be secured by all who become parties to said instrument, the undersigned Nen-Working
Interest Owner does by these pressnts agree to be bound by and dces expressly ratify
and consent to all of said terms and provisions of the aforesaid Unit Agreement.

EXECUTED this C%k/i day of 70, o oh i , 1965

STATE OF NEW MEXICO )
comwry o (A, . ¢e )

The foregoing instrument was acknowledged before me this __&.zﬁ v 4 day of

~ , / )
Sk 95y (L L mid (000 lin

g e W ‘- ,._/‘7{7/2&,

My commission expires:

; .
Iié:{/ //?7 .f/'/; s \’"/7/L/
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BOR-:0RK1W: IFIRRET OWERY ISR
T CNIT AORERGNT 01D 1OCO UNIT, RDBY OWINEY, mbv M0

“HEREAR, tho undersigned has received & coumterpart ¢f am invtrument sntitled
it igeeemend, Old lace Unit, Bidy County, Pew Mexice , praviding for the development
and orerstice of TRO acres, WOre OF loss, umr{ Boath, Renge X5 Pest, Ko.P.i.
By Counly, Bow MEXSCO, o %0 the Wnittied Formetion s seid Ymm fs dofined in
said Pnit Agresnert which was awetuited By Yilms Fo theldoo as the Unit Opereder to
provide for conducting secondery recovery cperstisss; sad

SHEREAS, said Onit apremosmt provides (o covaterpart emscution ard by other
Leatrumset agreeing o e bousd by Sw rrovisioss thereof; ami

AERBATS, the undersigwd Mo-wrking Imerest Ouner Vhees indoresin are dsfined
in said Latrusent spd exiibits tharetn, desirves %0 retify end comsent o seld Geid
agrooeant by the exseution of this {natrumens, sgrveing 40 be bownd by the previsiens
smrect .

TAEREFGRE, in considerstion of the premises, and of e mutusl sdvutages
wumwalmm@mmumw,wmwwmm
Interest Ovner doos By thoss esents agres o b bownd by and deos apressly rabify
and coneent o all ¢f z0id terwe and previsione of the sforesald kit Agreesent.

ECUTED this o eyl S

r.
&mﬁg ’4/"’_%" ot ;,,‘..M’J---_ S e e

DOnald Brown

Merle D. Brown

i;éébxxén <KT/ x;?}m<%ﬁ4 e

My ooelnd 28508 S3pirea;

EL e ey
$
AT oF S b ey

- Tme foregping instrveent ves IeMadwledged
e i e e VIO B i e a

e
k3 =
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NON-WORKING INTEREJP OWNERS JOIMDER
IN UNIT AGREEMENT OLD LOCO UNI%, EDDY OGUNTY, NEW MEXICO

WHEREAS, the undersigmd has received a counterpart of an instrument entitled
“Unit Agreement, 0ld Loco Unit, Bddy County, New 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 "tmitized pormation" as said term is defined in .
said Unit Agreement which was executed by Vilas P. cheldon as the Unit Operator to
provide for conducting secondary recovery operations; and

WHEREAS, said Unit Agreement provides for counterpard execution end by other
instrument agreeing to be bound by the provisions thereof; ead

WHEREAS, the undersigned Non-Working Interest Ognor vhose mterqsts are defined
in said instrument and exhibits theretc, desires to ratify ead consent tb said Urit

Agreement by the execution of this 1nst;rmnt, agreeing to be bound by the provisions
thereof. ;

NOW THEREFORE, in co‘nsideratior] of the premises, 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 sgree to be bound by aad does expressly ratify
and consent to all ¢f said terms and provieions of the u.fortuid Unit Agreement.

EXECUTED this Sth day of E%ﬁ%‘fﬁx , 196k,
: OIL REFINING COMPANY
oy (2 2% VAN ril

ATTEST:

AGENT AND ATTORNEY-IN-FACT

STATE OF oo/ )
COUNTY OF +r it land )

‘e foregoing instrument vas acknovledged before me this B AL day of |

/it acaaadig A , 1964, vy € M. Carothers
Wmﬁ%‘%%aﬁm.
My commission expires: gwm /1945 Ertrlsa f(:éwwuz/a/
Nobary PubIia 4y, ana eowanDs Notary Public

STATE OF ) MIDLAND COUNTY, TEXAS
COUNTY OF :')

The foregoing instrung;;sza; acknowledged before me this day of

) > 4 .

My commission expires:

Fotary Bublic



NON-WORKING INTERRST OWMERS JOTMDNR
IN UNIT MIRERMENT GLD LOB VAIT, RFY,COUNTY, NEW MEXICO

WHEREAS, the undersigned has received a counterpart of en instrument entitled
"Dnit agreement, 014 Ioco Unit, Bddy County, New Mexice", previdisg for the development
d operation of T20 acres, more or less, in Tewnship 1T Boudh, Range 29 East, NM.P.M.,
County, New Mexico, as to the "Unitiud Pormation” a term is defined in
said Unit Agreement vhich vas executed by Vilas P. Sheldwn as the Unit Operstor %o
provide for condueting secondary recovery wsﬂnnlx and

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

WHEREAS, the undersigned Non-Working Interest Ownér vhose interests are defined
in said instrument and exhibits thefeto, desives 40 ratify sud consent %0 said Unit
Agreement by the execution of this instrument, agreeing % be bound by the provisicns
thereof.

NOW THEREFORE, in considerstion of the pruius, snd 0f the mutual advantages
to be secured by all’vho become partiss to saldinstrument, the undersigned Non-working -
Interest Owner does by these presents agree 10 be bound by and does expressly ratify
and consent to all of said terms and provisions of the afuresaid ynit pgreemant.

EXECUTED this 2 5 day of : March 1965, s

#ss't.-Secretary

STATE QF OKLAHOMA )
COUNTY OF OKLAHOMA

STATE OF | )
COUNTY OF s

The foregoing instrument was acknowledged before ms this dey of
, 1963, by ,

-

My commission expires:

AN



NON-WORKING INTEREST OWKERS JOINDER
IN UNIT AGREEMENT OLD LOCO UNIT, EDDY COUNTY, NEW MEXICO

WHEREAS, the undersigned has received a counterpert of an instrument entitled
"Unit Agreement, Old Loco Unit, Bddy County, New Mexico", provid&ns for the development
and operation of 720 acres, more or less, in Township 17 South, “ange 29 East, N.M.P.M.,
Eddy County, New Mexico, as to the "Unitized FPormation" as seid term is defined in
said Unit Agreement which was executed by Vilas P. Sheldon as 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-wWorking Interest Qwner whose interests are defined
in said instrument and exhibits thereto, desires %o ratify and 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 all who become parties to said instrument, the undersigned Non-Working
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 the afotesaid Unit Agreement.

EXECUTED this 27 day of March o , 196k,

TEXAS QULF CoMP

Fen T,

/ Secrotg#

STATE OF TEXAS )

COUNTY OF  HARRIS )
The foregoing instrument was acknowledged before me this 27th day of

March ,» 196k, by L. S, Reed, Presidemt e
of Texas Gult Minerals Company
a Delawvare Corporation, on behalf of said corporatios.
My commission expire // ; e
ommis s: T o
June l’ 19650 ’//:ﬁ 2 . »/ : f— -
: o
v Goumty , Texas,
MARY H. SOUTH CX
Public in and for Harris County, Texas
STATE OF ? Nota';yy c‘:;n:m‘ission Expires June 1, 1965
COUNTY OF )
The foregoing instrument was acknowledged before me this . day of
, 1964, by — e
My commission expires: » s
Nolary MbiTe



NON-WORKING INTEREST OWNERS JOINDER
IN UNIT AGREEMENT OLD LOCO NIT, EDDY COUNTY, Wi MEXICO

WHEREAS , the undersigned hes received a counterxpart of &n instrument
encitled "Unit Agreement, Old Loco Unit, Eddy County, New Mexico, providing fex
fthe development stud operatiom of 720 acxes, more or iess, ir Township 17 South,
Range 23 Bast, N.M.F.M., Bddy County, New Maxico, &8 to the "in tized Formatiem ',
a8 s8id term is definsd iv said Unit Agreement which was executad by Vilas ¥.
Shelden as the Uonit Operstor to provide for conducting secondery ricovery cperaAlions ;
and

UHEREAS, seid Unit Agreement provides for counterpert exezutian and I’éy oflat
1in&t riument &greeimg zo be hound by the provisiomns thereof; and

UHEREAS | the undersigned Non-Working Interest Owner is the sucoesser to
the inteTests s2t out in sald Unit Agreement of Texss Gulf Minezals Company,
and in sach capacity desires to vatify amc consent to said Uri: Agreement by
thae execution of this instrument, sgreeing to be bound by the proviaioans thersolf.

NCW . THEREFORE, in covsiderstion of the premises, and of thz mutual ad-
vantages Lo b2 secured by all who become parties to ssid instruweani, the ubndax
aigned Nep-Working Imterest Ownav does by thetse prassnts agres o be bound by
and doms exprzssly ratify and consent to 8ll of said terme and oprovisions of
the afaresaid Unit Agrsamant,

- / !
EXECUTED this & ] day of _ %@"ﬁ Al . 1965,

PAN AMBRICAN BPETROLEUM CORBOBATION

a2 — g TN
3 S e BRI

Attornay-in-Fadt

The foragoing flostyument was ecknowladged before me this g ? day of
e
{( C’{ #7/%4_) e e ”g. 1965, by N IR .,.__u “ans J»

//

Lo qporpit

i

£

Aﬁn@ﬁ@yﬁimw}?@w of PAN AMERICAN PETROLEUM CORPOEAI’ION, a

\\ﬁ/ &, Z ///( [’THOPMP RATER

NOTARY PURLIC :
in and for TARBART Cowaty, TREAS

biziig %m@@?m BXPTRES ¢

£/ 47




NON-WORKING INTEREST OWNERS JOINDER
IN UNIT AGREEMENT OLD LOOO UNIY, XUDY COUNTY, NEW MEXICO

" WHEREAS, the undersigned has received a oeunurwt of an instrument entitled
“Unit Agreement, Old Ioco Unit, Bddy County, Mew Maxioe", providing for the development
and operstion of 720 acres, mere or less, in Towaship 1T South, Range 29 East, K.M.P.NM.
Eddy County, New Mexice, as to the "Unitired Jotmation" as said term is d.éﬁned in
said Unit Agreement vhich was executed by Vilas P. sheldod as the Unit Opérator to
provide for conducting secondary recovery opsrations; asd

WHEREAS, said Unit Agreement provides for counterpart execution and by other
instrument egreeing to be bound by the. previsiouns thnroot, and

WHEREAS, the undersigned Non-wWorking Interest mmlr vhose muivests are definédd
in said instrument and exhibits thereto, desires to ratify and conmsent:to said Unit

Agreement by the execution of this instrument, agreeing to be bound by the provisions
thereof.

NOW THEREFCRE, in consideration of the premises, snd of the mutual advantages
to be secured by all who become parties to0 said instrument, the undersigned Non-werking
Interest Owner does by these presents sgres to be bound by and dees expressly ratify
and consent to all of said terms and provisions of the afuresaid tnit Agreesent.

mcomeD this S5 day of W , 1965.
s

EDRM, APPROVED
N
ATIRSY: AEORHRY
ASPrSTANT SECRETARY
!
STATE OF )
COUNTY OF )
The foregoing instrument was acknowledged before me this day of
.5 1965 vy
My commission expires:
fotary FabILC - 7

seatE o Lol e )
COUNTY OFW' 5 ‘
>
The foregoing instrument was acknovledged before me this_ /T  day of
Al i R , ap6s, vy R L ADAMS )
[ 74
ATTORNEY IN FART , of ‘ "'A L COMPANY

a I&WJ-/ ] Corporation, on behalf of seid corporation.
" cmiuion expires: 6-/-65
b Ly

DA L YO

o
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wm.mm«.-ﬁumwsludm uud==‘ fin
sxid Unit Agredment which vas swscubed by Yilas 9. uihmtmuh
mmmumwmm;

uumtmutmammmmm "
mmnm-maumwmmmw:u » ol

to be . Pia-tod
Interest Qwaar dces by these proseuts agres 40 b heund W wad doas expreisly retify
snd consent to all of said terms snd provisieas of tie said Unit Agreemnt.

miywinityrialytng; ioipsssinhorolls

T ar ERXAS )
mw muxn )
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WHEREAS, the undarsigned bas received a counterpart of sh instrument entitled
"mit Agresment, 0ld Leco Unit, Bidy County, New Mexice", providing for the development
and opcrnm of 720 acres, more or less, in Township 17 South, Range 29 Bast, N.M.P.X.,
Mdy County, New Mexico, as to the "Unitized Formation" as said %erm ia defined in
Agid Unit Agressent, and s counterpart of an instrument entitled “"Unit QOperating
Agreement, 014 loce Unit, BAdy County, New Mexico", both of which were executed by
Vilas P. Sheldon as the Unit Operator and as a mkm Interest Quner, to provide for
conducting recovery operations; and

WEEREAS, said Unit Agreemesnt and Y¥nit Operating Agreament each provids fer
counterpart execution and by otber instrument agreeing to be bound by the provhim
thersof; and

WHEREAS, the undersigned im'ki.ng Interest Quner vhose interests ars defined in
said instruments and exhibits thersto, desires 40 ratify and consest te said Umit

Agreemant and Unit Operating Agreemsnt by the execusion of this instrument, agreeing
to be bound By the provisions thereof.

NOW, THEREFORE, in consideretion of the premises, and ot the mxtusl advantages
o _be secured by all who became parties to said instrument, the undersigned Working
Interest Owner does by these presents agree to be bound by and does expressly ratify
and agmsent to all of said terms and provisions of the aforesaid Unit Agreement and
init Operating Agreement.

xxmcwrsp m18  0th =~~~ dey of March , 1965.
ATTRST: |
)
STATR OF Arigona )
couwTY OF Mohave S
e foregoing instrument was scknowledged before me this th day of

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

My commisaion expires:
June 24, 1966 4 o Ts a—
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YORKIVG TUGAREsY OWWERS JOmms
W IR AGKRSRETR AP TR AU MENG]
OLD TOCO UNIT, BBDY C8WnLtl, WH) MmIes

IEEREAS, whe wedersigeed lacs reesived a e deetrvraa® emtitlad
Wit Agrectent, GlA Loeo Thdk, Bldy Cowaly, Mov N¥des”, previdisg iex Wy develepmont
g operakion e TR0 acres, MarEe Or l@@@g fm FermoRip bl @ﬁp Roege 29 mﬁp mogﬁo(}?o};ﬁog
EBSdy Cownky, Hev Maxies, @8 %O "Tadtized FmmeGien” en e0dd term 4e dafined 4m
sndd Whadt fereeremt, end a comaberpert of cn fmstwwirsak cmiilled Wadd Spsratisg
hiaarzas, 014 Loss Uaik, By Cowsty, Fev Mxieo”, both of ¥hidh vars eueuted by
vilas Po Seeldom as “he Dalt Gpormter emd as o Hewking Deborted Gwast, %o provide for
condueting recovery operaiiems; mad

WREmEAd, seld Ualt Agrecwcnt end Thit gperating Asrochent enda provide few
cowpberpect emecrtion ol By other lmstrwmznd cfmecing %0 Be bownd by e previsiens
Hoereef; mwE

UTIEAS, the wadersimied Werkimg Tnterest Quast whess ladexests sre defiomd dm
mid lestrnrsots ond edibite therete, desires %o Pelify eed comsen® % snld Pads
fepecment @l Tladt gpereRing Morecment by the extentisen of his dastrwresh, agresing
® be bousd by the grevisiens Haewssf.

Eor, TImEARS, i comsiferitien X e prcmdses, wrd of o mwiwal adveRtagess
% e oeemed by oll wie beoems perbics o sold lustwumend, We wedersimaad trerkies
IEerest Guocr @ess by hese presenmts agres (o Be bewmd by cud decs awrressly radily
mad, ettt to ell ef sedd berms end provisiems of Whe cfexercdd Tnds Agresmer® end

Gay of _ May . s 186 5.

Feate of Few Hexieo)

b

Bewity of Bidy )
@3@&? fnstrwrent was nolmevledged befese me tds 10 day ef

RIS .
“_',;,,ﬁ H,f;“’

865, by __J- C- Walson, President of Kincaid & Watsom Drdlling
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WHERRAS, %he undersigned hes recsived & GOUNBIFPERY

Uit aprewsent, Ol4 Loes Unis, BAGy County, New Mexice , providing
and oparstion of TAD gores, more or iess, in Townshiy m’ m9 w 29 Emst, So)ﬁo? Mo,
wady Counky, Hev Megios, as 4o She M&MNM&M as aeld dmwm S defined in

eaid Unit sgressent, snf » counberpert of om imstrument eotitled "Unit Opersbiog
th@mmmiﬁgmm,MMG@ Mh@fm@hmmmmw ,
Ziles Fe mm@s@mmmcmmmmammmmmgmwmm ;
ropducting recovery @psretiomm; and

% @ﬂ’ gn iostromact sutitled

WRTREAS, said Unit Agremmsnt sod Uniz Operating Agrosmemt sach pmvm mr
counterpart execubion end by otber imstrussnt sgresiog ®o be bovad By the provisians
‘i‘;\lmmfs FEC:

WHERRAS, the wndersigoed working Inbereet Qunar vdose inGerssts ave defined in
smid instrupssts aod exhibite thereto, desirss (o ralify el ecomeast o said tmit
agrecment ead Unit (Gperating Agresswst by the emscution of this invirusent, syreming
o be vound by the provisiens thazeof.

SEREPORE, ip comsiderstion of ¢he premises, ad of the muitnal adventages
o be mmmﬁw &lmmmzes% s2id inmstruwent, the uwdereligned working

Interest (wner does by thess prosents sgres o be hound by snd does expresssly rebify
wnd consant to all of said teswe spd provisions of the afewesald Tril igresment axd

it Opersting Aureesent.

omauzo wis_ /7 7h_ say of_ May . 1968

AVTEHT;
8
T foregoing instrument wes schkoovisdged Dofere m mir—‘“‘*wm ef
e 1_» dermsnirees 5 l%w ': it - » SR 9
A B Corporation, on b f c&?ﬁfﬁ;@ﬂ@m@ o
Wy csmmiroion expires;
Potery Publie B
AT & ..., )
v §
:rge mwm instrusent vos mezmtm bafore we ¥his_ day et
e MO YY_a - i

Wy commissicn expires;

#otary Fablic e
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HERRAS, thS wiersigntd bas rossived o covberpert of oa instrvesed esGitled
ﬁmﬁ@m@% 014 reeo Unit, Py Goumty, [ow Muxdee', peeviding for e devolepmomt
el spersbion of 780 cres, morO eR Mess, in WewsSEip l? Sots, Reags 29 Bred, WMo,
W@MQMM@@D a8 o by "Ukitised Duovuetien” o6 endd GuEm is (afisod ia

suif Yait Agremmsnt, ool n covmEerperd of o SeeWrmIted Satitlod "¥RS epsrhting
Apessment, 014 loes Pall, BAdy County, Bev Menies”, Berh ef vhiek were swewbod hy
Hilas @oéi*¢¢w.@ﬁﬁEB?ﬁdtixﬁﬁﬁﬁWf&ﬂlﬁﬁGs@ﬁﬂ&&;l@ﬁ@ﬂmﬁlm%WEai@vﬂmmﬂ&!fh'
cordpeting recovery Sperwtlesss; ead

HER grocrent o (Ni% gporotisg Aepccmisd cash provids fow
@@m@wm@ m«mmmwm inatruant ogrseing e B doved by Gho previelsns
hereofy end

FERRAS, the wniersigned Werking Tobarcet Ourar whess iwbksmonts oo dxfierd im
eaid mmmm@gmmmm Geepehe, dosisos be fatdfy i comecwd tm coldd Dedd
ém@xz% evd Fait OpereRing ADTeIEERD b}f &y eoouiien of this fwstumand, grehien

te be semm& by am, m@ besowe poriise %o said L.zat g
mgmgmmwmmmm%mmwmmwmm
m@@am@mm@@m&m sl provisions oF e ofegeceid Tait HMpretatod and
pade m@ﬁm AETSISSRR

10tn sy ef ay _» WM L060

R ecpee et Rt St

P . NI e B e e S

RecP OO e

Spetoranent vop eekpovleleed bafers po this | faw el
. i ReLo Burrow e

ettt = B o o L o) St O e Ty

///’ ’
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/ JZ RAS R .,.(’/ A 7;)5: S S

e NS S e




%
Ay B e

VORLDE IRIATROP OVMRRS JOTNDER .
X URIT ASRETMENT ASD UNIT OPIRATERD ACRANGERT
OLD LOCS UWIT, ELLY (OUeTY, WRv MERIOD

wiEas, the urdersighet bas ressived o gounterpart of an lustrument extliied

tnay W@D Ll Lo Paild, pédy Counby, Fav Maxice , providiog for the davyalepmsat
and opecatien of 730 gores, wmare 4f 1968, i Townably 17 asuth, Reage 29 Esal, NK.PoM.,
fidy Cowsby, Mew reaiso, #4 to e Guitisad Fuewation as sald dere is éeflomd is

waid Unid Agresment, ond a coumtarpart of @u instruvssant AbA)ed Uuit Uperabting
Aarnspnnt, oid Logs Unit, RMy ‘ounty, Wew Mexics , both of wldeh vere exeodted hy
Ralms - dwidor 2a she Unit Cpmrator aod e & ocking Inbevest gener, 9 pvwife Dog
cantacting rucovary oparst {Oans; and

LiAinAD, S8 Unlt Mreemdut wnd Unit ppeceting Agresment sach pyevida for
cushberan t wreohion ans by other lnstrusett aoresiay fo he boumd by tee fonvislens
Vreal; sl

wrEads, tog wundersigeed orkinyg [oterest (wwr uhoee lutarests e defioad ib
s id memma wrxh eahiibits toeyetso, decires o retifly sad constot ¥ sald Ualt
feoraement MG Delt Loerating Axrwensnt By W08 oxeoution of This iastrumst, wireé.
te e curnd oy toe provizions tharent.

S04, THIZEYONE, 1o cousiderstion of tbe preminses, mall of the sutual sdvantegne
o e serursd Ly all who besomd pevrties 4o sgid inetleusent, B2 adare . gped owRisg
pherest seoer 40%s oy $hess presenis spres 0 be bowad by wnd dose e ressly vetify
and copsent Yo all of zeid Serme apd groevisiobe of She alorasaid Wit & sl Bnd
it Lpmrobing asreensnts

pravet tase_ 17TH  ugy ox  JUNE - » 1963

DURKAN DRILLING 77, IN”.

ATPY 0
N . S _L Ll{‘; (..t //i el
2 T ke ” :
ASET, BEC.~TREAS.
4

AT OF TENAD }

. 3

BUETE W AT ANT }

m Wizg Jostrusant van acinovledged befors me this J70a  eay of

- A 5 4965, uy ]:YNA D, Durr4k, ' i
ST ” *MM‘ 3
T PAESILENT TURHAN DRILLING (G, INCo
- m@;ﬁs B TRrperat 465, OR WNM@ SOrpOrBE AL, '

wy csmmisedon sxglves: Jowg I, 1967

oty abiir

TTAYE P TEXAS } Vinciwnis B. FYRwNE
:
TOMERY OF  MTDNLAND }

fpe Toregolpy Insbrupens »ae ockatwied ed before me vhis 7 7rp  day of
B e MO Y

DRSSPI A PP e SO e

My grgmedidelon expires;

R o Cra A D or g W AT WA 1T v 6a e p n T L igein AT D WS %

“lb‘ew P,
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ovmo I8 Oth  aay of ey 196 5:
ssTRET, 71»4 "},5
;ﬁ n;. Kickox

K. ‘t!%ck‘o: .

Gloria E. Cauhape

State of Nev Maxico)
'
Sousty of BAdy )

The foregeing instrument was acknovledged before me this  Sth  gqy of

March , w' by Jeft M and Dh H. Hickpx .‘ L
My occmmiseidn expires; 'dc/{ﬂci‘dk; e (744@
miary 1% U

8-8-68

STATE OF REW MEXICO)

COUNTY OF EDDY )

The foregoing instrument vas acknowledged before me this / 7 )"4 day of March,
1965, by John P. Cauhepe, Jr. and his wife, Gloria H. Caubape.

My commission expires: ' . )
8-8-68 Notary Public
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HORKTH TWREABST OWNERS JOTEa
IV UNET AGRETMER® AWD UNTT OPERAFTNG ACREENENWF
OLD LOCO UNIT, BODY COURRY, KBYW MERICO

VHEREAS, the undersigned hes received s counterpert of ap insgtrument aunkibled |
"Iolt Agresment, 01d Leco Unit, Bddy Cousty, Mew Mexico", providing for the developmant
sxnd operetion of T20 acres, WOLS OF lzss, in Townsbip LT Soudh, Range 2§ Best, W.M.PM.,
BAGy COM¥eY, N@w Maxico, as the "Uhitized Iﬁﬁ)mﬂ%ﬂ.@n" a8 8218 %@m .@ definsd 1o

ﬁggm@mmt @m 'L@c@ Unit Eddy Covaty, M@M mm@@" hoth of whieh mzr“ aracuted by
Vilas P Sh@mm as the Uni’@ Operstor and a8 2 Y‘J@rkimg Interest Ofer, %o provide o
copmducties wecovery opearations; and

WEEREAS, seid Unit Agreemznt and Unit Qperating AGrcement @&@b provide for
covpterpart execution and By other inetrumsnt agresing o be bound by uhe provisions
thereor; snd

WEEREAS, the undersigned Working Iuterest Quner mhoss interests are defimed io
salid instruments asd exhibite thereto, desires o ratify and consent to said Unit
Agresmert 34 Unit Operating Agreement by the execution of this instrument, agreeiny
%o be bound by the provisions thereof.

POV, TEEREFORE, in consideration of the premiscs, cnd of ths wutual adventszes
to be securcd by all who becems perties %o said instrument, e uwndersigozd Working
Interest Qwoer does by these presente agrez to be bound by z2nd doce expressly ratify
and comsent o all of said terms end provisions of the afercsaid Unit Agreenent and
Uit Operatisg Agresment.

-7

EXECUTRD WIS g X4 avef /7 Je-c A, 1965.

oS 8
COURDYOF (A ce ),
m@ f@f@@@iﬁg instrument was acknowledged befors @ this 35 “A AQmy of

; '_ 7 ”ﬁm cho 1965, by,___ﬁé@g’&__d/ Mm/ Lo
ZZMJ‘__K/ Micks

. .“ . //)
IR e Tobexy Fodiic

BEASE OF  Mew Mexico )
COURY OF  Bacy )

‘Eﬁ@f@f@m@ﬂmg instrument was eckoovladged before me this L3k day of

LA ., 1965, by E. M. Meclow ond Ade Merlew

12 3 7o .. W L ﬂ
i e e Dl
| Bq&s@ ? e ﬁ@i‘;&y Public ] £




WORKING INTEREST OWNERS JOINDER
1% UNIT ACREEMENT AKD UNIT OPERATING AGREEMERT
CLD TLOCO UNIT, EDDY COUNTY, NEW MEXICO

WBEREAS, the undersigned has veceived a coumterpar of awn
instrument sntitled "Unit Agreement, Old Logcoe Unit, Eddy County,
Hew Mexfico™, providimg for the dsvelopmemt smd operatioz of 720
scres, wmore ot less, in Township 17 South, Ramnge 29 E@stg NoM-P. ¥,
£ddy Couwnty, New Mexica, as to the "Unitized Formation” as gald
terw is defined im saild Unitc Agreement, and a counterpart of an
instrument sntitlied "Unit Operating Agreement, 0ld Loco Unit, Eddy
County, M2w Mexico”, both of which were executed by Vilas P. Sheldon
as the Unit Operater smd as & Working Imterest Ownexr, to provide
for comducting recovery opzrations; and,

WHBEREAS , said Unit Agreement and Unit Operatinmg Agreement
ek previde for counterpert executlion &rd by other imstrument
tee

28
greeling to be boumnd by the provislems thereof; and,

B B

WHEREAS, the undersigned YWorking Interest Owner whose
interests are defimed in seid instruments and exhibits thereto,
desives to ratify and comsent to said Unit Agreement and Unit
Operating Agreement by the executliom ef this instrument, agreeing
to be bound by the provisioms thereof.

NOW, THEREFORE, in considarectiom of the premises, amd of the
mutuval advantages to be securad by all whe beceme parties teo saild
insteument, the undersigned Working Interest Owner dees by these
presents agree to be bound by snd does expressly ratify amd comsent
to all of said terms 2nd provisions of the afoxeseid Unit Agreement
and Unit Operating dgreement, .

EXECUTED thisx/” day of __ Mageh ., 1965,

OLEY F. FEATHERSTONE II TRUST

M
By:\:_:;/// Y g 2 § o = 2 7 A/}/;;‘Q/LJ = /{7‘. é/fA N
Charies W, Hﬂ@ksg C@aTEust@@ Batvey E4 Roalefs,/Co-Trustee

STATE OF NEW MEXXCO )
) 88,
COUNTY OF CHAVES 3

AU The foregolmg inmstrument was scknowledged before me this
,QXB ~é “of M@f@hg 1965, by Charles W, Hicks, Co-Trustee for Olem F,
?@@th@f@@@m@ 11 Tzu@@D acting in eaid capacity,

My Comm &@i@& Explres: C//
- ’ m é'«’?p /le"‘[ /// //(/3 Z’"~/
E TS I - @@ﬁ@?w Publiic o o

'.r’

STATE OF COLORADC )

} es,
COUNTY CF DENVER )
: The regoing irstrument was acknowledged before me this
ﬁ%ﬁ~@@y of éﬁéiﬁé<xf< o, X965, by Barvey E. Roelofs, Co~Trustee for
Olen ¥, Featfierstoms 11 Trust, sectiog im said capacity,
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EXHRIBIT B TO UNIT ACREEMRET
OILD LOCO UNIT, EDDY COUNTY, REW MEXICO
Revised April 1, 1966

Tract Description Acrea Seriel Wo. and Basle ‘imapen of Record Cverriding Royalty Working Interest Owner working Interest
isass Date RoFelly and Percentage fercent Paxrticipation
of Tract in Unit
1 su/h gufh 3217409 kO B-2003 7-10-33 1/Bth  Tenmees Of1 o Pan Amavissn 1/168 murald Eerger sou 2.3
| Petrl Corp R D (ollier 508
2 su/s mu/b 32-17-29 bC P-2023 T-20-33 1/Bth  Pen Am Petrl Corp Pan Am Petrl Corp 1/16 Barold Kersey 1008 10.80
3 wi/h su/h 32-17-29  hO B-MOIB 9-10-35 1/8th  Geo M. Cowell Geo M Cowell 1/16 R D Collier 1008 2.55
Barold Xersey 1/32
» BR/% Su/8 32-17-29 M0 B-MGA8 9-10-35 1/Bth miller & Smith 0 ¥ Bandel 1/16 Barold Nersey 1008 h.57
. PJ vidal 3
5 ®/h su/d 32-17-29 kO P-4918 9-10-35 1/B4k Rarold Eersey nooe Berold Rereey 30.30% 12.97
| Qe M. Cowsell 16.19%
¥ L Shener ﬁ..mu-
Pethleham Stesltov 10.07%
P. J. Vidal 9.06
Thelma Methvin 7.584
Margeret Molecmd  7.50%
Ouy thepherd 2.208
Penjemin D Luchint 2.208
J R Butler 1.1
El Paso Wat'l Bank 1.1hk¢
6 me/b s/b 32-17-29 &0 B-508k 10-10-35 1/8th P J vidal PJ vidal ,&W R D Collier 100§ 11.38
J ¥ Biclwan
T su/h SB/b 32-1T-29 40 $-5086 10-10-35 1/8th  Miller & Smith R L Dalager 1/16 warold Nersey 1008 15,39
& se/h /b 32-17-29 &0 B-508k 10-10-35 1/Bth  Olen ¥ Pestherstone O F Peetherstone Hwrold Knrsey 5h., .
, Geo M Cowsll w\uﬁ Roland Molean u».w@ 7.5
Margaret Eolconb a8
O ¥ FPeatherstone II 12.50%
Charles Hicks 12.50%
9 Hw B4, BB N, 8B WW 120 RE~537 1/8th  gerr McOee 011 mrr MeQeo 1/8  meil B Wetson 1/16 11.30

32-17-29 Industries, Inc Mergaret Hightower 1/64 R D Collfer 11/16n0e



10 s/z2 =m/h 31-17-29 160 E-k201 9-11-50 1/8tk Continental 0il Yilas P Gheldon 1/2hwssee Harold Kersey 508 12.00

SE NE, BW 5B 32-17-29 Conoco 1/ B D tollier S0t
11 ;b mi/h R-17-29 kG B-T6WO 12-15-53 1/8th Tenneco 01l Co Peuneco 0il 1/16m  Jeff M Hickox 1/16 2.39
R D Collier 12/16
E M Marlow 3/16
12 /b m/h 32-17-29 40 B-T66hK 12-15-53 1/8th Miller & Smith Donald Brown  1/16 Barold Kersey 100% 4.09
13 wmi/h /e 32-17-29 %0 0G-1B1 9-18-56 1/Bth Humble 01l & mumble 0il & 1/8 Durham Drig Co 50% 3.42
Refining Co Refining Co R L Burrow S
- Daleveo Oils 8

Kincaid & Watson  33%

ORR is 1/8th when production is above 20 BOPD

GER is 1/8th when production is above 25 BOFD

Collier 9/16th intarest subject to Oil Puyment (Valley Steel Co.) paysble out of 1/kth of W. I. oil

] g&waw\wmhg%wusgeﬁg.wﬂggggwgiégsgngw\gtggang:po&ag
BOPD; on gas 1/16th

#808  ORR to Vilas P. Shaldon entirely cut of Kersey 508 working Interest portion; (However, the Sheldon ORR is 1/2kth of total Tract 10)

h.



Tract NG .

f
&Sr‘owmﬂmm&-wmw

Quner

SCHEDULE C
OLD LOCO UNIT, EDDY COUNTY, NEW MEXICO

Revised April 1, 1966
PART I

TRACT PARTICIPATION
Percentage

2.39
10.80
2.55
k.57
12.97
11.38
1k.39
7.85
11.20
12.00
2.3%
4.09

100.00
PART 11
WORKING INTEREST OWNER PARTICIPATION

Harold Kersey - Successor to Miller & Smith sad Vilas P. Sheldon

R. D. Collier

Neil B, Watson

John P. Cauhape, Jr.
Jeff M. Hickox

H. M. Marlow

purham Drilling Co., Inc

R. L. Burrow
Daleveo Oils

Kincaid and Wetson

Charles Hicks
Barcld Kersey

Clen P. Festherstone II
Thelms Methvin
Margaret Holcomb

Roland Mclean

Harold Xersey - Trustee for Tract #5

¥W. L. Shaner 11.99%
Bethlebem Steel Cu. (Account of C. L. Tallmadge) 10.47%
P. J. Vidad $.06%
Cuy shepherd 2.284
Benjamin D. Luchini 2.28¢
J. R. Butler 1.1k
El Paso National Bank 1.4
George M. Cowell 16.18¢
Harold Kersey 30.30%
Thelua Methvin 7.56%
Margaret Holcomb 7.584%

Percentage

&1 .045000
30.617500
700000
2.800000
149375
4h8125
1.710000
+307300
273500
1.128600
«981250
h.251560
981250
+3273h5
327345
981250
12 .970000

106.000000



UNIT OPERATING AGREEMENT
OLD 10CO UNTT
EDDY COUNTY, NEW MEXICO

£ THIS AGREEMENT, entered into as of the 7 % day of /rbrusry 3
196 %, by and between the parties who have signed %é originel of this instyument, &
coﬁerpart thereof, or other instrument agreeing to be bound by the provisions hereof:

WITHNESSETH:

WHMEREAS, the parties hereto as Working Interest Owners have executed, ag of the
date Lereof, an agreement entitled, Unit Agreement, Old lLoco Unit, Eddy County, New
Mexico , herein referred to as Unit Agreement’, which, smong other things, provides for a
separate agreement t0 be entered into by Working Interest Owners to provide for the
development snd operation of the Unit Area as therein defined:

NOW, THEREFORE, in consideratien of the mutual agreements herein set forth,
it 1s azreed as follows:

ARTICLE 1
OBNPIRMATION OF UNIT AGREEMENT

1.1 confirmation of Unit Agreement. The Unit Agreement l1s hereby confirmed
and by reference made a pari o 8 agreement. The definitions ln the Unit pgreement
are adopted for all purpeses of this agreement. If there is any conflict between the
Unit Agreement end this sgreement, the Unit Agreement shall govern.
ARTICLE 2
EXHIBITS
2+l BExhivits. The following exhibiis are incorporated herein by reference:

Zelel Exhibits A and B of the Unit Agreement.

2.1.2 Exhibit C, attached hereto, which is a schedule showing the
total Unit ParElcIpation of each Working Interest Gwner. Exhibit ¢, or

a revision thereof, shall not be conclusive as to the information therein,
except 1t may be used as showing the Onit Perticipations of the vorking
Interest Qwners for purposes of this agreement until shown to be in

error or is revised as herein authorized.

2.1.3 Exhibit D, attached hereto, which is the Aecounting Procedure
applicable to Unit Operations. If there is any confliet between this
agreement and Exhibit D, this agreement shall govern.

2.1.hk Exnibit E, attached hereto, whieh contains insurance provisions
applicable £o Unit Operations.

2.2 Revision of Exhibits. whenever Exhibits A and B are revised, Ixhibit ¢
shall be revised accordingly and be effective as of the same date. Unit Operator shall
also revise Exhibit C from time to time ss required to conform to chanzes in ownership
of which Unit Operator has been notified es provided in the tnit Agreement.

ARTICLE 3
SUPERVISION OF OPERATIONS BY WORKING INTEREST OWNERS

3¢1 Qverall 5u ision. working Interest Qwners shall exercise overall
supervision and control of all matters pertaining to Unit Qperations pursuant to
this agreement and the Unit Agreement. In the emsrcise of such authority, esch
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 entirvety.

3.2 gpecific Authorities and puties. The matters with respect to which the

working Interest Owners shall decide end take action shall include, but not ke limited
to, the following:

342.1 Method of Qperation. The method of operation, including ang
type of pressure maincenance, secondary recovery, or other recovery
program to be emplayed.

Suctio 2 Brilling ol drilling of 1 whether for pro-
ucLion ?
other purposes. : ’ Eﬁfﬁggﬁm ﬁ!r‘\f’*—twgn ’Nll, or for

OIL CONSERVATION COMMISE]D
EXHIBIT NO. ___ %
) CASE NO. e L
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3.2.3 well Recompletions and Change of Jtatus. The recompletion,
sbandonment, Or change o status of any well, or the use of any well
for injection or other purposes.

3.2.4 Expenditures. The making of any single experditure in excess
of Five Hundred Dollers ( '$500.C0)); previded that, approval by working
interest Owners of the drilliing, rewvorking, deepening, 6r plugging back
of any well shall include approvel of all necessary expenditures reguired
therefor, and for completing, testing, and equippinz the same, including
necessary flow lines, separators, and lesse tankage:

3.2.5 Disposition of Unit Equipment, The selling or otherwise disposing
of any major item of surplus ﬁ%ﬁ gquipmnt, if the current list price of
new equipment similer thereto is Twenty-five Hundred Dollars {$2,500.00)

or more.

3.2.6 pppesrance Before a Court or Regulat 2y The designatirg
of a representatise to appesr before any court or regulatory agency in
matters pertaining to Unit Qperations; provided that, sueh designaiion
shall not prevent any Working Interest ¢unexr from appesring in person or
Iruw designation another representative in its own behalf.

327 Audits. The suditing of the accounts of tUnit Operator pertaining
to Unit Qperations hereunder; provided that, the audits shall

(e) not be conducted more than once each year except upon thae:
resignation or removal of Unit Qperator,

(r) be made at the expense of all Working Interest Owners other
than the working Interest Owner designsted as Unit Operator,
and

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

3.2.0 Inventories. The taking of periedic inventories under the terms of
Exhibit D.

3.2.9 Technical gervices. The authorizing of charges to the joint
account for services by consultants or Unit Qperater’'s technical personnel
not covered by the overhead charges provided by Exhibit D.

3.2.10 Assignments to Committees. The appointment of coumittees to
gtudy eny provliems in comnectlon with Unit Operations.

J.2.11 The removal of Unit (perator end the selection of a succsssor.
3.2.12 The enlargement of the Unit Area.
3.2.13 The edjustment and reasdjustment of investments.
3¢2,1% The termination of the Unit Agreement.
ARTICLE &
MANNER QF EXERCISING SUPERVISION
4.1 pesignation of Representatives. E:ch Working Interest Qwmer shall in
writing inform Unit Operator of the names end addresses of its empjoyee representative
and rlternate who are authorized to represent and bind sueh Working Interest Owner with

respect to Unit Operations. The representative or alternate may be changed from time
to time by written notice %o Unit Operator.

b,z Meetings. All meetings of Working Interest Owners shall be czlled by
Unit Operator upon 1ts own motion or at the request of two (2) or more working Interest
Owners having a total Unit Participation of not less than ten percent (10%). No
meeting shall be called on less than fourteen (1k) days' advance written notice, with
agends for the meeting attached. werking Interest Owners who attend the meeting shall
not be prevented from smending items included in the agenda or from deciding the amended

item or other iteme presented at the meeting. The representative of Unit QOperator shall
be chalirmen of each meeting.



4.3 Voting Procedure. Working Interest OQwners ghall decide all matiers coming
before then as follovs;

4.3.1 Voting Interest. Each Working Interest Qwner shall have a
voting interest equal %o its Participation.

4.3.2 Vote Required. Except as may otherwise be provided hereln
or in the Unit Agreement, Working Interest Owners shall act upon znd
determine all matters coming before them by the affirmative vote of
toree or more Working Interest Quaere having a total of sixty percent (40)
or more of the total viting interest in the unit; provided thet if any one
Working Interest Owner has a voting interest of more than forty percent (LO%),
its negative vote or failure 40 vote shall not defeat the matier being voted
on if such matter is supported by a majority of the voling interest unless
such working Interest Owner is supported by the vote of one or more other
working Interest Qwners having a total voting interest of at least flve
percernt (5%), and such resulting vote shall be binding on all parties.

k.3.3 Yote at Meeting by Nonattemding working Interest Owner. Any working
Interest Owner who is not represented at e meeting may vots either by written
Jroxy or by letter or telegram addressed to the representative of the Unit
Operator, protided suck letter or telegram is received prior to tiez subuisslion
of such item to vote. If the vote 1a by letter or telegram such vote shall

not be counted with respect to any item on the sgenda which has been materially
changed at the meeting.

4,3.4 Poll Votes. Working Interest Quners may vote on and decide, by
ietter or Telegram, any matter submitted in writing te wWorking Interest
Owners, if no meeting is requested, as provided in Section 4,2, within
seven (7) days after the proposal is sent to Workimg Interest Qwners.
Unit Qperator will give prompt notice of the resulta of the voting to all
Working Interest Owners.

ARTICLE 5
INDIVIDUAL RIGHTS OF WORKING INTEREST OWNERS

5+l Reservation of Rights. Working Interest Owners severally reserve to
themselves all their rights, except as otherwise provided in this sgreement und the
Unit Agreement.

Se2 gpecific Rights. HEach working Interest Owner shall have, among others,
the following speeific rights:

SsC.1 Access to Unit Area. Access 0 the Unit Aree et all reasonable
times {0 inspect Unit OQperatione, =all wells, and the records and data pertaining
thereto.

Ze2+2 Reports. The right to receive frowm Unit Operator, upon written
reguest, coples 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 cest of gathering and furnishing
informetion not ordinarily furnished by Unit Operater to all Werking

Interest Owners shall be charged to the Working Interest Qwner who
requests the Iinformation.

ARTICLE 6
UNIT OPERATOR

6.i Initial Unit Operater. Vilas P. sheldon is hereby designated a3 Unit

QOperator.

4 6.2 Resignation. Unit Qperator may resign at any time. A Unit Operator
that res;gns shall not be relessed from its obligations hereunder for a period of
three () months after the resignation unless a successor Unit @perator hes tuken
over Unit Operations prior to the expirstion of such period.

6.3 Selection of Successor. Upon the resignation of a Unit Operstor, a
succescor Ynit Operator shall be selected by Working Interest Owners.




ARTICLE 7
AUPHORITIES AND DUTIES OF UNIT OPERATOR
7.1 Exclusive Right to Operate Unit. gubject to the provisions of this

agreement and to instrucbions Irom Working interest Owners, Unit Operator shall have
the exciusive right and be obligated to conduct Unit Operations.

7.2 workmanlike Conduct. Unit Qperator shsll cenduct Unit Operatlions Iin a
good and workmanlike manner as would s purdent operator under the same or similar
circumstunces. Unit Operstor shall freely consult with Working Interest Cwners and
keep thew informed of all matters which Unit Qperator, in the exercise of its best
judgment, considers important. Unit Operator shall not be liable o Working Iuterest
Ovners for danages, unless such damages result from ites gross negligence of willful
nisconduet.

T+3 Liens and Encumbrances. Unit Operater shall endesvor to keep Ghe lands and
leases in the Unit Area free from all liens and encumbrances occassioned 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 Operstiong, their selection, hours of lsbor, and compersation shall be determined
by Unit Operator. GSuch employees shall be the eaployees of Unit Operatar.

7.3 Eecorda. Unit operator shall keep correct books, sccounts, enl recerds
of Unit Overations.

7.6 Reports to Working Interest Owners. Unit Operator shall furnish to
working Interest Qwners periodic reports of Unit Operationms.

7.7 Reports to Govermmentsl ‘Authorities. Unit Operator shall make all
reports to govermmental authorities that it has the duty to meke as Unit Operatlor.

7.8 Engineering and Geologicel Informstion. Unit Operater shell furnish to
a Working Interest Owner, upon written request, a copy of the log and other engineering
and geologicel dats pertaining to wells drilled for Unit Qperations; Provided, hovever,
that Unit Operator may when reesonable charge the cost of gathering and furnishing
such data to the working Interest Owner requesting such lnformatior if such 1s in
addition to that normslly supplied.

TG witures. Oait Opers is authorized tc mske single expenditures
not in excess of Five Bundred! Pollere (| +O0QQC ¥ without prior approval of working
Interest Qwners; hovever, initially Unit Qperstor’is hereby authorized to proceed with
installetion and expenditure as set fordh on the "Initial Cost Estimate and juthorizetion”
signed simultaneously with this Unit Qperating Agreement. JIf an emergency occurs, Unit
Operator may immediately make or incur such expenditures as in its opinion are required
to deal wtih the emergency. Unlt Qperator shall report to Working Interest (wners,as
promptly as possible, the nature of the emergency and the action taken.

710 wells Drilled by Unit Operator. All wells drilled by Unit Operator shall
Be at the usual rates prevailing in the area. Unit Qperator may employ its owr tools
and equiprent, but the charge therefor shall not exceed the prevailing rate in the area,
and the work shsll be performed by Unit Operator under the same terms and condltions as
are ususl in the area in contracts of independent contractors doing work of & similar
nature.

ARTICLE 8
PAXES

Ce.l Ad Velorem Taxes. Unit Qperator, beginning the first of the next calendar
year alter the elTectIve date hereof, shall make and file all necessary ad valorem tax
renditions and returns with the proper taxing authorities covering all personal property
of each Working Interest Owner used or held by Unit Operator in Unit Operations. Unit
Operstor shall settle assessments arising therefrom. All sueh ed valorem btaxes shall
hae pzid by Unit Operator and charged to the Jjeoint account in the same manner as other
cozts and expenses of Unit Qperations.

8.2 @ther Taxes. Zach Working Interest Owner shall pay or cause to be paid
all production, severance, gathering, and other taxes imposed upen or in respect to
the production or handling of its share of Unitized Substsnces.



ARTICLE &
INSURANCE

9.1 Insurance. Unit Operator with respect to Unit Operations, shall carry
such insurance as set forth in BExhibit E.

ARTICLE 10

10.1 Personal Pro
Quners shall deliver to {Uml

€.

ey. Upon the effective date hereof, Working Interest
the following:

10.1.1 vells and Casing. ALl wells completed in the Unitized Pormation,
toguther with the casing rein.

10.1.2 well and Lease Eqguipment. 7The tubing in each such well, the wellhead
connections thereon, and & 2T lease and operating equipment that is used
solely in the operation of such wells.

10.1.3 Records. A copy of all production and well records that pertain to
sucl wells.

10.2 Inventory and Bvaluation of Personal Property. Wworking Interest Qwners shall
inventory and avaluete, under the supervision Of Unit Operator and at Unit Expense, all
personal property so taken over. Such inventory shall be limited, however, to thoese items
of equipment normally considered controllable by operators of 0ll and gas properties as
indicated in the "Materials Classification Manual", dated 1560, prepsred by the Petroleum
Accountants flociety of Oklahoma, subject to any exceptions for specific items as agreed
to by Working Interest Owners. Noncontrollable items, although excluded from the
inventory, shall neverthelese be taken over by Unit Operator as provided in Section 10.1
hereof. The personal property listed on the inventories shsll be evaluated on the price
basis described in Exhibit D except that no value shall be given to the casing in any well.

10.j Iovestment Adjustment. Rach Working Interest Owner shall be credited with
the value of iYs interest in all 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
all personal property taken over under Section 10.1.2 by such Working Interest Owner's
Secondary Phuse Participation as shown in BExhibit C. If the charge against any wWorking
Interest Qwnor is greater than the amount credited to such wWorking Interest Quner,
the resulting net charge shall be an item of Unit Expense chargeable against such
workirg Interest Owner. If the credit to any Working Interest Qwner is greater than the
amount charged against such Working Imterest Qwner, the resulting net credit shall be
paid to such Working Interest Quner by Unit Operator out of funds received by it in
settlement of the net charges described sbove.

10.h Qwnership of Personal Property and Facilitles. Each Working Interest
owner, individually, shall by virtus bereof own an undivided interest, equal to its
participstion, in all personal property and facilities taken over or otherwise
acquired by Imit Operator pursuant to this agreement.

ARTICLE 11
UNIT EXPENGE

3.1 Basis of Charge %0 Working Interest Owners. Unit Operator initially shell
pay and discharge all costs and expenses incy development and operation of
the Unit Ares pursuant to thiz agreement and the Unit Agreement. Vorking Interest
Owner:s shali reimburse Unit Operator for all capital expenditures, costs of development
of the (mit Ares and purchases of Qutside Substances, installation costs, development
coste of watar supply, vater wells, injection wells, water stations and subsequent wvorkovers,
repair or remedial work undertaken with respect to unit owned wells, whether water or
oil producing, or water injection wells, and all such reimbursement shall be made in
proportion to the respective Participation of the parties hereto. vworking Ilnterest
Owners shall reimburse Unit Operator for all operating expenses inciuding edministrative
overhead in proportion to their respective participations. All charges, credits,
invoicing and accounting shall be in accordance with Exhibit D hereof.

11.2 Advance Billings. Unit Operator shall have the right to require working
Interast Qwners 0 advance their respective shares of estimated Unit Expense by sub-
ritting to working Interest Owners, on or before the 15th day of any wonth, an
itemized estimate thereof for the succeeding wonth, with a request for payment in
advance. Within fifteen (15) days thereafter, each Working Interest Qwner shall pay to
Unit Operator its share of such estimate. Adjustments between estimated and sctual Unit
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Expense shall be made by Unit Operator at the close of each calendar month, and the
accounts of working Interest Quners shall be adjusted accordingly.

11.3 Lien of imit Operator. BEach working Interest Owner grants to Unit
Operastor a lien upon ite Qil and Qas 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 (64) per annum. Unit Operator shall have the right to bring suit to
enforce collection of such indebteaness with or without seeking foreclosure of the
lien. In addition, upon default by any Working Interest Qwner in the payment of its
share of Unit Expense, Unit Qperator shall have the right to collect from the purchaser
the proceeds from the sale of such Working Interest Qwner's share of Unitized Substances
until the amount owed by such working Intersst Qwner, plus interest as aforesaid, has
been paid. Each purchaser shall be entitled to rely upon Unit QOperator's written
statement concerning the amount of any default.

1L.4 Unit Expense., If any wWorking Interest Qwner fails to pay its
share of Unit Expense w ) (60) days after rendition of a statement therefor
by Unit Operator, each working Interest Quner agrees, upon request by Unit Operator, to
pay 1ts proportionate part of the unpaid share of Unit Expense of the defaulting working
Interest Quner. The Working Interest Owners that pay the share of Unit Expense of a
defaulting working Interest Owner shall be reimbursed by the Unit rator for the amount
80 paid, plus any interest collected thexeon, upon recsipt by Unit~Qperator of wny
past due amount collected from the defaulting working Interest Ouwner. Any wWorking Interest
Owner so peying a defaulting Working Interest Qwner"s share of Unit Expenses shall be
subrofgated to the lien end rights herein granted Unit Operator.

ARTICIE 12
NON-UNITIZED FORMATIORS

12.1 Right to Operate. any Working Interest Owner that now has or beresfter
acquires the ri% 1o &1l Tor and produce oil, gas, or other minerals, from other

than the Unitized Formation, shall have the right to do so notwithstanding this agreement
or the Unit Agreement. In exercising the right, however, the working Interest Quner
shall sxercise reasonsble precaution to prevent unressonsble interference with Unit
Operations. W yorking Interest Qwner shall produce Unitized Substances through any
well drilled or operated by it. If any Working Interest Quner drills any well into or
through the Unitized Formation, the Unitized Formation shall be protected in a manner
satisfactory %o working Interest Owners so that the production of Unitiszed Substances
will not adversely be affected.

ARTICLE 13
TITLES

13.1 Warranty and Indemnity. Bach working Interest Owner represents and
warrants that 1% {s the ovner of the respective Working Interests set forth for each
Tract opposite 1ts name in Exhibit B, and hereby agreex to indemnify and hold harmless
the other wWorking Interest Qwners from any loss dus to failure, in whole or in part, of
itz title to any such interest, except failure of title arifsing out of Unit Qperations:
provided that, such indemnity shall be limited to an amount egual %o the net value that
has been received from the sale or receipt of Unitized Substances attributad to the
intere:t as to which title failed. BRech failure of title vill be deemed to be effective,
insofar as this agreement is concerned, az of the first day of the calendar month in
which such faflure is finslly determined, and there chall be no retroactive adjustment of
Unit Experse, or retroactive allocation of Unitized Substances or the proceeds therefrom,
as & rosult of title failure.

13.2 railure Beceuse of Unit ations. The failure of title to any working
Interest in any Tract by reason méﬂopor!!!‘"ia Tons, including non-production from such
Tract, shall net change the Unit Participation of the working Interest Qwner vhose title

failed in relation to the Unit Participations of the other Working Interest Quners at the :

tine of the title failure.
ARTICLE 14
LIABILITY

14,1 Individual ,mabﬂiti. The duties, obligations, and liabilities of
working Intersst Owners shall De several and not joint or collective; and nothing herein

-6-



contained shall ever be construed as crealing z partnership of any kind, Jjoint venture,
association or trust among Working Interest OGwners.

ARTICLE 15
INTERNAL REVENUE PROVISION

1% .1 Internal Revenue Provizion. Fach working Interest Qwner hereby elects
that it and the coperations covered by this sgreement be excluded from the application
of Subchapter X of Chapter 1 of Sub-Title A of the Internal Revenue Code of 1954, or
such portion thereof as the Jecretary of the Treausy of the United ctates or his
delegate shall permii by election to he excluded therefroam. Unit Operstor 1z horeby
authgrized amd directed to executs on behalfl of each Working Interest Quner such
additional or further evidence of the electiorn as may dbe required by regulationz
issued nder saild Subchapter K. 3nould the regulations require each party to execute
sueh further evidence, each Working Interest Ouwner sgrees to execute or Jjoin in the
execution thereof. The election hereby made and the other provisions of this paragroph
shall apply in like manner to applicsble state laws, regulations, and rulings now ino
elffeet or hereafter enscted that have an effect similar to the federsl provisions
referred to herein.

ARTICLE 106
ABANDONMENT OF WELLS

16.1 Rights of Former Qwners. 1i working Interest Owners decide to zbandon
permanently any well within the Unit Ares prior to terminetion of the Unil Agreexent,
Unit OQperator shall give written notice thereof to the Working Interest Owners of the
Tract on which the well is lecated, and they shall have the option for a period of
ninety (90) days after the sending of suech notice to notify Unit Operator in writing
of their election to take over and own the vell. within ten (10) days efter the Working
Interest Owners of the Tract have notified Unit Operator of their eleection to take
over the well, they shall pay Unit (perator, for ceedit to the joint account, the
amount, estimated by Working Interesat Owners %o he the net salvage value of the equip-~
ment in and on the well except the casing therelin if contributed by such Working Interest
Owners under Section 1l0.l.l. The Working Interest Owners of the Tract, by teking over
the well, agree to seal off effectively and protect the Unitized Formation, and upon
abanderment o plug the well in compliance with applicable laws and regulations.

16.2 Plugging. If the yWorking Interest Owners of a Tract do not elect to
take cver a well located thereon which is provosed for abandorment, Unit Operstor shall
plug 20é abandon the well in eomplimnece with appliceble laws and regulatiens.

ARTICLE 17
EFFECTIVE DATE AND TERM

17 .1 Bffective pate, This agreement shzll become effective on the date ard
at the time that the Unit Agreement heeome:s effective.

17.2 Perm. This agreement shall continue in effect 50 long ac the Unit
sgreement remains in effect, and thereefter until (&) all unit wells have becn sbandoned
and piugged or turned over to Working Interest Quners in accordance with Article 16,(b)
all Unit Equipmeni and real property sequired for the joint aceound have been disposed
of by Unit Operator in accordenee vwith instructions of working Interest Qwners, and
(c¢) there has been a finel accounting,

T2 Permination. Upon termination of the Unit Agreemeni, the following
will ocewrs

17,3.1 0il and GQas Rights. O0il and Gas Righte in and to each separate
Tract shall no longer be ected by this agreement, and thercafter the
parties shall be governed by the terms and provisions of the leases,
contracts, and other instruments affecting the separaste Tracks.

1T3.2 Right to Cperate. Working Interest Owners of any Tract that
desire to % over snd continue to operate wells located thereon uy do
30 by paying Unit Cperator, for credit to the joint account, the nsi
dalvage value of the casing and equipment in and on the wells taken over,
{except the casing contributed by such Working Interest Owners under
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gection 10.1.1 hereof) as estimsted by Working Interest Owmers, and by
agreeing to plug properly each well at such time as it is abandoned.

1T+3.3 Salng% Wells. Unit Qperator shall salvage as much of
the casing equipme n or on welles not teken over by working

Interest Qunazrs of separate Tracts as can economlcally and ressonshly
he salvaged, and shall czuse the wells to be plugged and abandoned
properly.

17.3.4 Cost of Salvaging. working Interest Qwners shall snsre the
eost of salvaging, liquidation or other distribution of assets and
sroperties used in Unit Operation in proportion to their respective
Secondary Prase Participabions.

ARTICLE 16
EXECUTION

1.1 @riginal Counterpart, or Qther Instrument. A party may beeome s party
to thic agresment by signing the eriginal of this instrument, a counterpart thereof,
or other instrument agreeing to be bound by the previsions hereof. The signing of
any such instrument shall have the zame effect as 1f 21l the parties had signed the
same instrument.

ARTICLE 19
SUCCESI0RS AND ASSICHS
19.1 Successors and Assigns. The provisions hereof shall be covenants
running witl the lands, leases, and interesis covered hereby, and shall be binding
upon and invre to the benefit of the respective heirs, devisees, legal representatives,
auccessors, and assigns of the parties hereto.
ARTICLE 20
BORDER LINE AGEEEMENTS
2C,.1 Border Line Agreements. Unit Operator is expressly authorized to
negotlate anil execute cocperative sgresments covering injection wells and rates of
injection in wells situsted near the unit boundery lines, provided, however that Unit
Qperstor has reccived approval of the Working Interest Quners.

I¥ WITNESS WHEREQOF, the parties hereto have executed this agreement on the

dates opposite their respective signutures. “

Yilas P. azelé.en

STATE OF NEW MRXICO )

COUNTY OF ¥DIY )

‘I}he foregoing instrument was scknowledged hefore me this //f day
of ,,,,,f LAl lﬂcy, by Vilas P. gheldon and Betty cue CEheiao“,
his wife. e

/ ;
My commission expires; N BT 2
Notary Public =~ /- Vi

Auguet, 8, 1564



STATR OF ME MELIOO)

H

SO OF EDOY )

e fors@eing instrument was acknowledged before me this Lth day of Pebruery 1964
by F. Be. Qollizx apd Jimsy B. COllisr, his wife.

M cowmRiesicR aypires: 8-8-6l notary Public 7 §

FIATE OF ¥EW MELIGO )
DOUREYY OF BN )

Tos Toremoing instrument was ackuowladgad wefore ms this Zﬁé _amy of Werch, 1965,
»r B84l 5. Wedeanm and Ruth A. Metson, his wifs.

A commbosiom aplems: §-V-fF Og; AR p %%Mﬁ%’

“Wotaxry Public ‘

M. W. Bmith, individuelly; omnd sa
Brecuter of the Eatate of P. B Willer

] T Amith, wife of M. ¥. Smi%h

Bthiser NiLier
AuaiTh G FaW %&M&&J}}

XI‘;Hi WW ;“}{,@}

T faregolns instrueewnt vas ackoeviedged belore me this any of

1965 hy M- . @Ribh, ipdividuslly; amd as Executer sf the Estete of p. D. Xillar; =ad oy
Seith, wife of ¥. ¥. Saith.

U,

My oML EBIER. BXPLTGR:

Totary Public
STATE OF WE ARG )

L
s farageing (netrument vas ackooviedged before me thia dny of

COUET! O

1965, by Keihloze Millaer.

My coemisgion expirne;

Motary Public



STATE OF NBW MRYICO )

COUETT OF EDDY 3

Fersey and Compeny,

ally; apaifor Herold Xersey
DBA Ksrsey and Company, ncti £ 98 Trustee undar &
Trustes Agreement dated 5-10-4G providing for the
operation of the SE/b gw/k Section 32, Yownebip 17
South, Range 29 Bast, for and in behalf of ¥arold
Kersey, Gaorge M. Cowsll, W. L. Shaner, Bethlshem
Steel Company for the account of €. L. Tellmadge,
P. J. Vidal, Thelma Methvin, Mergsret Holcomb,
Guy Shepherd, Benjamin D. Luchini, J. k. Butler,
and El Paso National Bank

Befors me personally appeared Harcld Kersey; Individually, and for Herold Kersey DBA

acting as Prustee under a Trustee Agreement dated 5-10-k9 providing

for the operstion of the SE/b SW/'lL Section 32, Township 17 South, Range 26 East, for aad in
behsif of Harold Ksrsey, Qeorge M. Covell, W L. Shaner, Bethlehem Steel Company for the
account of C. L. Tallmedge, P. J VYidal, Thelma Methvin, Margaret Holcomd, Guy Skepherd,
Benjamin D, Luchini, J. R. Butler, and El Pasc Kational Bank; and hry n muy

who executed the foregoing instrument this 5 H  aayof 1¢ £, 1965,

MW commission expires: ////}/{,Q

STATE OF FEV MEXICO )

WOFM@ )

ﬁ’

R

t
i

ety

L%*A?y,@ %m %

The foregoing instrument was acknovwledged before me this j =2 day of A /3’/0(.
1965 by Thelme Methvin.

commission expires: /O/Jﬂ/é/

STASE OF WEW MEXICO )

OURTY OF OTERO )

,,,,,,

Tos foregoling instrument was ackoowliedged before me this Zﬁ _day of f‘.{i ;g’/r:ja
L2585 by Mergavet Holcomb. -

comsiasion expiras: /, /QQ/[I

{ 6//; é(r%A




EERSS, the vedersigasd has recaived a coumberpart of as imatrwmat enditied
Wedt s@m%g 8id Toeco Wi, WM&y Counmly, ¥euw Maxico", providing for ¥1e Jevelopwant
. eparation of TR0 scves, wmore or less, in Township 17 south, Range 29 Dasi, N.A.F.M.,
Wiy Cowawy, mm«&@p a2 o the "Gnitized Formation” &s seid terwm 18 dcfined in
2o Bedt jgreement, sod a counterpart of an instrument entitled "Beit Operaling
gL, &%mmiﬁg Kady County, Nev Nexico", both of which ware execuled by
Tiias Po mmthmnwmunmmmms,wmmm
cemdeoting recavesry cperzbions; and

m@ MM&WMMtWﬁthmMmM
Eov sxiisn ead by other imstrument sgreeing %o be bound by the provisioms

& iostrumerts and cxhibits thereto, desires $0 ratify and comsent %0 sedd Onit
mgmmummmwwmmmmawu instrument, agreeing
e be bougd By the provisicns thereof.

FRREFGRY, 1o consideration of Whe premises, and of the muturl advanteges
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Imtzrest Qwper dose by these pesents agree tc bs hound by and does expressly ratify
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W@OvED mxs  Oth day of March ~, 196 5.

4 o Pecke

M. Hickox

/L ¢l /')' K w"' [

Lel7 H- E ckox
f (//‘"7141 ekt Ak an
rahne

hn P, Cauhape, Jr.

MW & Cfﬂ“‘érf,#x"
Gloria H. Cauhape '

atate of Mww Wexico)
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Sounty of B4y )
e Toregeing inetrument wes scknovisdged before me this 8th dny of
- g@gc‘-ﬂnr s 39553 by Jeff M. snd Lela H. Hickox | |
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3y commisniDn expirer; “‘//4{““’“’“ ’;iﬁ"‘f%{‘izﬂ
Notary 0 J
5-8-58
STATE OF FEW MEXICO)
COUNTY OF EDDY }
The ‘foregoing ‘instr*ument‘vas acknowledged before me this /7“’4 day of Merch,
1965, by John P. Ceuhape, Jr. and his wife, Gloria H. Cauhape.
/\"’/ ¥

My cosmission expires: : / Ve
i A dcarinty -
5 A 68 Notary Public J C]




) o WORKING INTEREET OWNERS JOINDER
N IN UNTT AGEERMENT AND UNIY QPERATING AGREEMENT
oI2 1000 UNIT, EDDY COUNTY, mmco

WHEREAS, the undersigned has received a counterpart of sn instrument cntitlol
Uit Agresment, 0ld Leco Unit, Bidy County, Nev Mexico”, providing for the development
md opera%3ag of 720 acres, more or less, in Township 17 South, Range 29 Bast, N.N.P.X.,
Aady County, New Mexico, as to the "Unitized Furmation” as said tcr: ia defined s
gid Unit Agresment, end a counterpart of sn instrument emtitled "Unit Operating
greement, 0ld Loce Unit, BAdy County, Nev Mexico", both of which were executed by
'{las P. Sheldon as the Unit Operator and as a workm Interest Owner, to provide for
onducting recovery operations; and

WEEREAS, said Unit Agreement and Unit Operating Agreement each provids far
ounterpart execution and by other instrument agreeing to be bound by the provisiou
hereof; and

WHEREAS, the undersigned wu'nnc Interest Quner whose interests ars defined in
said instruments and exhibits thereto, desires to ratify and consest te said Uaitn
\greement and Unit Operating Agreement by the execution of this instrument, agreeing
50 be bound by the provisions thereof.

WOW, THEREFOHE, in cousideration of the premises, and of the mutual advantages
0 po secured by all vwho becume parties to said instrument, the undersigned working
[nterest Qwner does by thtse presents agree t0 e bound by and does expresely ratify
nd ogmsent to all of said terms snd provisions of the aforesaid Unit Agreement and
Init Operating Agreement.

EXBCUTED ™3  30th dsy of March , 1965.
ATTEST:
TATE OF Arigona )
OUNYY OF  Mohave )
The foregoing instrument was ackmowledged before me this 0th day of

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

r coomission expires: (.' 2 4§ .
June 24, 1966 - .

T




OLD LOCO UNIT, EDDY COUNTY, HENW MEXIOO

parch 15, 1965
TRACT PARTICIPATION
Tract @O, _Perceutage

i 239
2 10.80
N k.57
] 12,97
& 11.36
k.9
& 1.85
G 11.26
10 12,00
ii 2439
i b
2 P
166.0G
PART 1T
WORKING INTEREST OWNER PARTICIPATION
Ouner Eerceutags
Yiiee P, "eldon 7195000
%. T. Collier SL.BLTH00
Miller and Smith 15850000
Reil B. watsos < FORGO0
Johu P. Csuhape, Jr. 2 BOOGOt
Jeff 4. Rickox : ABGATs
H. ¥%. Marlov Shi1es
Lincaid & wabson & j:s0clsbes 1, Lot
charles Hicks : H8LE50
varald Kersey h.251560
nlen ¥F. Pestherstions 11 SHEL250
Thelms Methvin L RT NG
Margaret Holcomb »321 245
ROland Molean 981250
garold Kersey - Trustee for Tract #7 32 570000
Ve La @haner 11.99%
Betihlehes Steel co. (account of C. L. Tallmedge) 1G.W7%
P, J. Vical $.06%
uy Shepberd 2.25%
Benjamin D. Lachiad 2.204
J. R. Butler 1.14¢
EL ®aso Satlopal Benk 1.15%
Seorge M. Cowell 16.18¢
Harold Xersey 30. 0%
Thelma Melhvin 7.554
Margeret Holcomb 7.56%

106G . GO0000



EXHIBIT "E°

Abttached 0 snd made a part Of Unit Opersting Agreement covering Jis loco
Uniit, Bday County, New Mexico

INSURANCE

1a the development and operation of the subject properties, Operator sball
carry the following insurance:

(4) vorkmen's Compensation Insurance in accordance with the Laws of Gthe

3tate of New Mexico, and Employer's Liability Insurance in a
mipimum amount of £100,000.00.

(B) Comprehensive General Public Liasbility Imsurance; In minimum amounts
of $150,000.0C for injuries to each person and $300,000.00 for each
accident with the exception of the first $5,000.00 of losz, which is
self-insured by the parties hereto,and $200,000.00 in the aggregate.

{C) Automobile Liability Imsursnce in minimun smownts of $150,000.0C for each
person and $300,000.00 for each accident, and Property Demage in the
minimum amount of $100,000.00 for each sccident.

Each of Operator’'s aforesaid policies are written to automatically include
ali non-operaters, under properties operatad by Operator, as additional insured,
whether or not such Non-Gperators are specifically mamed.

The self-insured property damage loss incident te each accident shall be
charged to the Jjoint account.

Ko other insurance shall he carried by the Operator for the benefit of the
Joint account.
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EXHIBIT “p” PASO-T-1955-2

ACCOUNTING PROCEDURE

(UNIT AND JOINT LEASE OPERATIONS)

I. GENERAL PROVISIONS

Definitions

Tloint propert s herein wsed shatl be construed to mean the subject arca covered by the agreement to which this “Accounting Procedure” is at-
“ached.

TOpaator” as herein wsed shall be construed to mean the party designated to conduct the development and operation of the subject area for the

et aveount of the parties hereto.

UNon-Operator™ as herein used shall be construed to mean any one or more of the non-operating paftics.

Statements and Billings

Operator shall bill Non-Operator on or before the last day of each month for its proportianate share of costs and expenditures duh‘iﬁg"thc preced-

| .. below:

v menth Such bills will be accompanied by statements, reflecting the tota! costs and charges as set forth under Subparagraph
AL Sttanent in detal of all charges and credits to the joint account.

B Statemnt of all charges and credits to the joint account, summarized by appropriate classifications indicative of the nature thereof.
€ Statemerts as Tollows:

o1} Detailed <tatement of material ordinarily considered cantrollable by operators of oil and gas properties;

Sy Stacement of ordinary charzes and credits to the joint account summarized by appropriate classifications indicative of the nature thereof;
asd
c3 ) Detatted statement of any other charges and credits.
Payments by Non-Operator
tach pures <hali pay i proportion of all such bills within fifteen (15) dave afeer receipt thercof.  If payment is not made within such time, the
vy cd balance shall boar ootarese at the rate of siv per cent (67F) per annum untl paid.
Adjustments

Favin e oy sach bl siadl not prejedice the right of Non-Operator to protest or question the correctness thereof.  Subject to the exception

croran Paracrapt © ot s secnion Ioadl starenents rendered to Non-Operator by Operator during any calendar year shall conclusively be presumed
oot tine and correcs atter twentv-tour 1243 months following the end of any such calendar year, unless within the said twenty-four (24) monch
vors D Non-Opcrator tihes written exception thereto and makes claim on Operator for adjustment.  Failure on the part of Non-Operator to make

et e Operator tor adjusoment within such period shall establish the correctness thereof and preclude the filing of exceptions thereto or making

crochames tor vdiastnents thereons The provisiond of this paragraph shall not prevent adjustments resulting from physical inventory of property as
f paragrap P s

|‘rmdul tor 1 Section VL Laventories, hereof.

Audits

A Nan-Cperatoi, woon notice in o writing to Operator and all other Non-Operators, shall have the nght to audit Operator’'s accounts and records
rdating to the woconnung hercunder for any calendar year within the twenty-four (24) month period following the end of such calendar year, pro-
vidoas howavers dhut Non-Operator must take written exception to and make claim upon the Operator for all discrepancies disclosed by said
aadic widhin sad twentv-four (24) month period. Where there are two or more Non-Operators, the Non-Operators shall make every rcasonable

crtort toowonduct ot ar siultaneous audits ina manner which will result in a minimum of tnconvenience to the Operator,

1. DEVELOPMENT AND OPERATING CHARGES
Subject to limitations bercinafter prescribed, Operator shall charge the joint account with the following items:

Rentals and Royalties

Delay or other rentals, when such rentals are paid by Operator for the juint account; royalties, when not paid directly to royalty owners by the

purchoaser of the o gas, casinghead gas. or other products.
Labor

A Saharies and wages of Operator’s employees direcely encaged on the joint property in the development, maintenance, and operation thereof,
wcluding wlaries or wages pand to geologists and other employees who are temporarily assigned to and directly employed on a drilling well.

B Operater’s cose of holday, vacation, sickness and disability benefits, and other customary allowances applicable to the salaries and wages charge-
sble under Subparacraph 20 A and Paragraph 11 of this Section 1. Costs under this Subparagraph 2 B may be charged on a “when and as
paid baws™ ur by “prreentage assessment’” on the amount of salaries and wages chargeable under Subparagraph 2 A and Paragraph 11 of this
Section 1l 1f percentage assessment s used. the rate shall be based on the Operator’s cost experience.

C. Custs ol expenditures or contributions made pursuant to assessments imposed by governmental authority which are applicable to Operator’s labor
cost of salanies and wages as provided under Subparagraphs 2 A, 2 B, and Paragraph 11 of this Section IL

Employee Benefits

Operator’s current vost of establiched plans for employees” group life insurance, hospitalization, pension, retirement, stock purchase, thrift, bonus,
and other benefit plans of a like nature, applicable to Operator’s labor cost. provided that the total of such charges shall not exceed ten per cent

ot} of Operator’s labor costs as provided in Subparagraphs A and B of Paragraph 2 of this Section I and in Paragraph 11 of this Section II
Material

Matvrual, equipment, and supplies purchased or furnished by Operator for use of the joint property. So far as it is reasonably practical and con-
sistent with efficient and economical operation, only such material shall be purchased for or transferred to the joint property as may be required for
imrncediate user and the accumulation of surplus stocks shall be avoided.

Transportation

I'ransportation of employees, equipment, material, and supplics necessary for the development, maintenance, and operation of the joint property
waitrect to the following hmitations:

Ao Hmaterial s moved 1o the joint propesty from vendor's or from the Operator's warehouse or other properties, no charge shall be made to the

ivint account for a distance greater than the distance from the nearest reliable supply store or railway receiving point where such muterial is
woalables exeept by special snreement with Non-Operator.



B. If sorplus material is moved to Operator’s warchouse or other storage point, no charge shall be made to the joint accounc for a distance greater
than the distance from the nearest reliable <upply store or railway receiving point, except by special agreement with Non-Operator. No charge
shall be made to the joint account for moving material to other propertics belonging to Operator, except by special agreement with Non-Operator.

6. Service
A. Ourside Services:
1he cost of contract services and utilities procured from outside sources.
B. Use of Operator’s Equipment and Facilities:
Use of and service by Operator’s exclusively owned equipment and facilities s provided in Paragraph § of Section III enticled “Operator’s Ex-
usively Owned Facilities.”

7. Damages and Losses to Joint Property and Equipment

Al Costs or expenses necessary 1o replace or repair damages or losses incurred by fire, flood, storm, theft, accident, or any other cause not con-
srotlable by Operator through the exercise of reasonable diligence. Operator shall furnish Non-Operator written notice of damages or losses in-

curred as soon as practicable after report of the same has been received by Operator.

8. Litigation Expense

Al Losts and expenses of Litigation, or legal services otherwise necessary or expedient for the protection of the joint interests, including attornays’

fees and expenses as hereinafter provided, together with all judgments obtained against the parties or any of them on account of the joint operations

ander this agreement, and actual expenses incurred by any party or parties hereto in securing evidence for the purpose of defending against any
atson ur cdaim prosecuted of urged against che joint account or the subject matter of this agreement.

A1t a majority of the interests hereunder shall so agree. actions or claims affecting the joint interests hereunder may be handled by the legal
witf of one or more of the parties hereto; and a charge commensurate with cost of providing and furnishing such services rendered may be
made against the joint aocount; but no such charge shall be made until approved by the legal departments of or attorneys for the respective
martios hereto.

P Tees and expenses of outside atworneys shall not be charged to the joint account unless authorized by the majority of the interests hereunder.

9, Taxes

A4 tanes of every kind and nature assessed or levied upon or in connection with the properties which are the subject of this agreement, the produc-

toon therefron or the operation thereof, and which taxes have been paid by the Operator for the benefit of the parties heteto.

10. Insurance and Claims

A Premiums paid for insurance required to be carried for the benefit of the joint account, together with all expenditures incurred and paid in
worement of anv and all losses, claims, damages, judgments, and other expenses, including legal services, not recovered from insurance carrier.

B. 1t no ansuranee 1 required to be carried, all actual expenditures incurred and paid by Operator in settlement of any and all losses, claims, dam-
ages judgments, and any other expenses, including legal services, shall be charged to the joint account.

“1t. District and Camp Expense (Field Supervision and €Camp Expense)

LA pre nasa perten of the salaries and expenses of Operator's production superintendent and other employees serving the joint property zncl__’o_;h,er
~\&YHUMW’ the same operating area, whose time is not allocated directly to the properties, and a pro ; 1

aotuning and operating A prnﬂﬁw as Operator’s

thce located at or near

the cost of

. . (or a comparabl:. office |f louuon Lhanged) and

ove- d\.s\.n e T’fﬁtﬁ-ﬂmi_jﬂ necessary camps, including housing facilizies for
—l

Gperations on the joint property and other properties operifein—she same Iocaht) The expense

cessary suboftices (if any), mnnuuud for the convenienye

crplodees 1t required, used in the condug

ol dee any revenue Tcihities should be inclusive of depreciation or a fair monthly rental in lieu of depreciation on the nve ~-Such
) Lt I apportioned to Al properties served on some equitable basis consistent with Operator’s accounting practice.

11. 1In lieu of the provisions contained in paragraphs 11 and 12 of Section II, a fixed
charge of $400.00 per month will be charged to cover Administrative Overhead,
District Expense and all such items, it being stipulated that the salary of
operator 's production superintendent when actually engaged on the unit property
will be allocated on a realistic basis and charged to the unit operation under

provisions of Paragraph 2 of Section II.

12 Administrative Overhoad - Cee T e
Saoares Ball Bave the neht to aaes asainsr the yoint property covered hereby the following management and  administrative mgrheld‘ rqe\‘
Ahomed b licn of b ovper e of all effies of the Operator not covered by Section 11, Paragraph 11, above, including salarics €0 wpwu
. dopeennd e ed to suon o eveept that salanes ot geologists and other emplovees of Operator who are temporarily assig, to and directl
wrve v e the gonr proapary wall be dharged as prosided an Section HL Paragraph 20 above. Salaries and expenses of othge fechnical employees asy‘
st b ora g e, wod o be conadorad as oovered by coverhead Charges in o this paragraph unless charges for such/;aklrici and expenses are Jgreedg
Borwoon Cperstor ard Mop-Oecratar as a direct charge to the joint property. P ;
-
- {
WELL BASIS (Rate Per Well Per Month) .~ §
-
. “PRODUCING WELL RATE %
DRILLING WELL L (Use Completion Depth) H
RATE - i
- :
. AH Wells \
Wil Depth Each Well Eirtf Five Next Five Over Ten :
' ——————e [ SRS — -
> -

A Overfead Charves for dedlarg wiisc shall begin on the date each well is spudded and terminate when it wan production or is plurged. as 1!\

case may bueacept tha no charge shall be made during the suspension of drilling operations for fifteen (15) orfSgoere corsesutive days.

[ « (S S S

Foole connection waf overbead charges. the status of wells shall be as follows: ~.
(1) lnjegsmn wells for recovery operations, such as for repressure or water flood, shali be included in the overhead schedule thy same s producd
A oilowells
Wacer supply wells utilized for water flooding operations shall be included in the overhead schedule the ame s producing oil welhs
~ 13 Peodunng was wells vholl - beineluded—inaihe rond—sshodulo—the same 46 frodusing ol weller. S e e it e e -

~

|
!
J R
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13.

14,

3.

4.

5.

kutdown is effected. When such wells are plugged, overhead shall be charged at the producing well rate during the timt:Wn’ the
pluggiMmmgperation. '

(5) Wells being plreged back, drilled deeper, or converted to 2 source or input well shall be included in the overhead edule the same as drill-
ing wells.

(&) Temporarily shut-down wells (Other_than by governmental regulatory body) which are not pgoddfed or worked upon for a period of a full
calendar month shall not be included in overhead schedule; however, wells shut w8y governmental regulatory body shall be included
in the overhead schedule only in the event the alfowaple production is trang d 1o other ‘wells on the same property. In the event of a
unit allowable, all wells capable of producing will be countedin de. Mhing the overhead charge.

(7) Wells completed in dual or multiple horizons shall be copsideFed po wells in the producing overhead schedule.

(8) Lease salt water disposal wells shall not be includgd the overhead sche nless such wells are used in a secondary recovery program
on the joint property.

. The above overhead schedule for produettf wells shall be applied to the total number of wells op2raed under the Operating Agreement to which

this accounting procedure is ed, irrespective of individual leases.

D. Tt is specifically undgese6Gd cthat the above overhead cates apply only to drilling and producing operations and ar®~agt intended to cover the

construction _ge~Bperation of additional facilities such as, but not limited to, gasoline plants. compressor plants, repressuring ;jﬁ;ﬂ;vaur

dispg acilities, and similar installations. 1f at any time any or all of these become necessary to the operstion, a separate agree will be
ohodsolass heod—oh ~deeall H obdicssi S

3 »
E. The above specific overhead rates may be amended from time to time by agreement between Operator and Non-Operator if, in practice, they are
found to be insufficient or excessive.

Operalor’s Fully Owned Warehouse Operating and Maintenance Expense
(Describe fully the agreed procedure to be followed by the Operator.)

Other Expenditures .

Any expenditure, other thin expenditures which are covered and dealt with by the foregoing provisions of this Section 1I, 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
Purc.hases

Material and equipment purchased and service procured shall be charged at price paid by Operator after deduction of ali discounts actually received.
Material Furnished by Operator

Material required for operations shall be purchased for direct charge to joint account whenever practicable, except that Operator may furnish such
material from Operator's stocks under the following conditions: ) N
A. New Material (Condition “A”)

(1) New material transferred from Operator’s warchouse or other properties shall be priced f.o.b. the nearest reputable supply store or railway
receiving point, where such material is available, at current replacement cost of the same kind of material. This will include material such
as tanks, pumping units, sucker rods, engines, and other major equipment. Tubular goods, two-inch (2”) and over, shall be priced on car-
load basis effective at date of transfer and f.o.b. railway receiving point nearest the joint acgount operation, regardless of quantity transferred.

(2) Other matenal 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 recciving point nearest the joint account operation where such material is available.

(3) Cash discount shall 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 shalt 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 will be further serviceable for original function as good secondhand material (Condition “B”), or
(b) Is serviceable for original function but substantially not suitable fur reconditioning,
shall be classed as Condition “C” and priced at fifty per cent (507 ) of new price.
(3) Material which cannot be classified as Condition “B"” or Condition "C” shall be priced at a value commensurate with its use,
(4) Tanks, buildings, and other equipment involving erection costs shall be charged at applicable percentage of knocked-down rew price.

Premium Prices

Whenever materials and equipment are not readily obtainable at the customary supply point and ac prices specified in Paragraphs I and 2 of this
Section 111 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 righe,
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 location, shall be borne by such Non-Operator. If, 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.

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.

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—
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B Aciomolee equipment at rates commensurate with cost of owsnensbap and operation. Such rates should wenerally be in Tae with the sebedale of
rites adopied by the Teiroleum Maotor Transport Asocuation, or sowe other recognized organization. 1 recommended umitorm chiarges agaona
it acconnt operations and revised from time o time. Automotive rates shall include cost of oil, was repairs insurance, and other operating
capeme amd depreciation: and charges shall be bied on uce in actual <ervice on, or in conncction with, the joint account operations Fruck

Al ractor rates may o bude wages and expenses of driver

{ At rate Cadl be dhareed For the use of drilling and cleaning-ovt tools and ary other items of Operator’s fully owned machinery or equip

oot which Shall be ample to cover maintenance, reparrs, depreciation. and the service furniched the joint property. provided that cuch Charges

Ball rot enceed those carrentdy prevailing in the field where the juint property i< located. Pulling units <hall be charved at hourl rates < om-

monsurate with the cost of ownership and operation, which shall include repairs and maintenance. operating supplics. tnearance, depreciatem, and
taves. Polling wnie rated may include wages and expenses of the operator.

1) % tair sate shall be charged for laboratory services performed by Operator for the benefit of the joint account. such as gass water, cores and

ciher amalvaes and tests, provided such charges <hall not esceed these currently prevailing if performed by outside service laboratories.
I W herever requested, Operator shall inform Non-Operator in advance of the rates it proposes to charge.
Eo Rates shall be revised and adjusted from time to time when found to be either excessive or insufficient.

IV. DISPOSAL OF LEASE EQUIPMENT AND MATERIAL
- D

ihe Operator shall be under no obhgation to purchase interest of Non-Operator in surplus new or secondband material. The disposition of major
wems of surplas macerial, such as derricks, tanks, engines, pumping units. and tubular zoods, shall be subject to mutual determination by the oarties
aerein: provided Operator shall have the right to dispose of normal accumulations of junk and scrap material cicher by transfer or wle from dhe

jUIAL properts.

Material Purchased by the Operator or Non-Operator

Lareria’ purchiced by erther the Operator or Non-Operator shall be credited by the Operator 1o the joint account fur

nuato i removed f))' the purchaxcr.

e month i which the

Division in Kind

Diveaon of aatenal o kind, it made between Operator and Non-Opcrator. shall be 0 proporsion to their respactive interests in such materiale Pach

wi'l thoreupon be charged individually with the value of the material reccived ar receivable by cach party. and corresponding cradics wall be

e by the Operator 1o the joint account. Such credite <hall appear in the monthly atement of operations.
Sales to Outsiders
Sabes o outsiders of maternl from the joint properry <hall be credited by Operator to the joint account at the vet amourt collected by Operator

from veindee. Auv claims by vendee for defective maierial or otherwice shall be charged back to the juint acceunc if and when paid by Operator,
V. BASIS OF PRICING MATERIAL TRANSFERRED FROM JOINT ACCOUNT

Materviul purchused by either Operator or Non-Operator or divided in kind, nuless otherwise agreed, shall be
valued on the following basis:

New Price Defined

New oprive as ised inothe following paragraphs <l have the came meann

and apphcation av thar ased above o Secvion HELD TBasis of Crarve
Jomt Account.”

New Material

Noew ocarerad cCondinon AT being new material procurcd for che joing account but never used thercon, at coe undred per cont (1007 ot car
[N R DR ol S TURY \p!ua wales tas af Anv .

Good Used Material

Good aed nateral (Condition "BYL beng used matenial in sound and sorviceable condition, simtable for reuse waithout reconditioning

AL AT et e per cent (7970 of current new price 1f material was charged to joint account as pew, or
BoOAC e hive per ocent (657¢) of current new price of material was oniginally chuarged to the qoint property as secondhand at swoventy e per

e ‘
et TN of hew price.

Other Used BMaterial

Used material Condition “C )0 ar fifty per cent 960721 of current new price. being used material winch:
Arter recondiaonmg widl be further serviceable for original function as good secondhand material (Condition "By or

B b servicaable for onginal function but substantially not suitable for reconditioning.

Bad-Order Material

Moaterial nnd egeirment Candimon DY whick as ne dongor usable for irs onigimal purpose without eveessise repair cost Lot v furdher uaable ter

peres sbalt beopriced ona basts comparable widh that of stems rermally used for that pucepose.

Condition 7Ly baing obsolete and scrap materiale at prevailing prices.

Temporarily Used Material

Wher the uwe of material o remporary and ite service to the joint account dues ot ety e reduction o price ay provided v Paraarapn 3B,
sboves such mreridd shall be priced on a basiy that will Teave 2 net charge to the joint scceant consistent with the wadoe of the service rendered

. . . -

VI. INVENTORIES
Periodiec Inventories, Notice and Representation
At rencranle marervals, inventories shall be taken by Operator of the jorrt account materiall winch shall adude all ach matenad ac o erdoandy
corsdered Controllable by aperators of oit and gas properties.
W oritten autiee of intention to take inventory shali be given by Operator at least thirty (30) days before any inventory 1 to bewia o that Now-

Operator may be represented when any inventory is taken.

Falure of Non Operator to be represented at an msventary shall bind Non-Operator to aceept the inventory taken by Operator, who <habl i dhae

event furneh Nos-Operasor w th a copy thereof.

Reconciliation and Adjusiment of Inventories

Reconciliation of inventory wi

charges to the joint account shall be made by each party at interests and a list of overaves and bornagn
jountdy deternyned by Operator ind Non-Operator.

Invertory adjustments shall be made by Operator with the joint account for overages and shortages, but Opervior Jol be aeld account dble 1o Non

Operator only for shortages due *o Tack of reasonable diligence,

Special Inventories

Special inmventories may be taken. at the expense of the purchaser, whenever there 1s any sale or change of coterest on the joiat properts . o 8o Bl
be che duty o the party selling o notify all other parties hereto as quickly as possible atter the transtfer ot snterese sakes places o sl o
rhe seiler and the purchaser shall he represented and shall be governed by the inventory so token.
)
] 3 ~
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UNIT ATCRERVINT

FOR THE SPMENT AND OPERATION

LR A

01D LOZ0 JNIT AREAR

LA OR NEW MEXTCO

T entersd 1ntc as of the first dey of Mereh 19ch, by and
setwess e Lasvize sooscribing, rauvifying, or consenting hereto, snd nerein
pater e N ome e ”:Jj"i;.ﬂw;g hefetos"
WITNESSETH
W E9RAS, he partiss neretc are the owners of working, roya.yy, or other
Ll oeadl guo Tagercgws lnothe Uit Arse sugject $o this egreement; sno
G TURAS, tue Commissiones of Public Land: of the State of Hew Maxlico s

£z

suthGrozed by Saw (Volume 2, Chapter 7, Article 11, New Mexico Statutes, 193
nnnotﬁged} to comsent L0 and wpprove the cevelopment or operatic: oi JState lards
inder agreements made by Lessees of State land Jointly or severally with other lessees
wviere such agreements provide Por the unit cperation or developmsnt of pert of or
all of sy oil or gas pooi, fleld or ares; and

WHERRAS, the Commissioner of Public Lands of the State of New Mexico is
authorized by an Act of the Legislature (Sec. 1, Chap. 162, Laws of 1951; Chep. T,
art. 11, Sec. 41, No M. Stats. 19.: annot.) to amend witl. the spproval of lasses,
evidenced by the lessee's execution of such agreement or otherwise, any oil ard :gs
lease embracing State lands so that the length of the term of said lesse may coincide
with the term o1 su~h sgreements for the unit operation and development of part ox
411 of amy oil or gss pool, field or erea; and

Conservation Commission of the State of New Mexdico is

=

WOEREAS, the 01
auwthorized by lew (Volume 9, Part 2, Chapter 65, Article 3, New Mexi o Statutes, 1973
annotated) to spprove this agreement and the conservation provisious ereof; and

WHERFAS, the parties hereto hold sufficient interests in the 914 Loco Unit
area covering land hereinsfter described to give reasonably effective control of
cperations therein; ana

WHEREWS, it 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 operstion of the
Q0ld Loco Unit subject %o 8his egreement under the terms, conditions and limit&tions

nerein set forth.



in comsideration of the premises and the rrocises berein

contained, the parties bereto commit to this sgreswent tbeir respective interssts in
the "Unit Avea” and the "Unitized Formation' lying thereunder (as those terms axe
defived bersinafter) and agree severally smong themselves as follows:

1. ERABLING ACT AND REGULATIONS. The oil and gas operating regulations in
offect as of the effective date hereof governing drilling and producing operetiovs oot
incorsistent with the terms hereof or the laws of the State of New Mexico are bereby
accepted and mede a part of thls Agreement.

2. DEFINITIONS. For the purprose of this sgreement, the fcllowing terms =sod
expressions as used herein shall mean:

{a) 'Commission' means the 011 (onservation Copmission of the gate ol
Bew Mexico.

(8! "Comnissiocser"” means the Commissioner of Public Lands of the 3tate of
Hew Mexico.

{c} "Royalty Interest" or "Royalty" means an imterest other than & Working
Interest iz or right to receive a porticm of the Unitized Substences or the procesds
thereo? and includes the royslty interest reserved by the lessor by av oll and gas
lesse apd sny overriding royalty interest, oil payment interest, net profits comtract,
or any otber payment or burden which does mot carry with it the right to search far and
produce Unlitized Substances.

{4} "Royalty Owner"™ means the owner of a Royalty Interest.

{e) "Tract" means each parcel of land described as such and given & Tract
awmeer 1o Bxhibit 3.

{f} “Tract Participatien' means tbhe parcentage of Unitized wbstances allccated

LY

ack under this szgreement ss shown in EBxhibit A.

&

{g) ™ Unit Area”™ means the land shown on Exhibit A, aod described by Tracts
in Bxbibit B, containing TRO scres, sll lands berein committed to this agreement shall
copstitute lands referred to as tized 1 or land subject to this agreement.
h) "Unit Operating Agreement’ means eny agreement or agreewents, whethar ome
or pore, entered into either sepsrately or collectively by end between the Unit (perator
snd the Workiog Intaresﬁ Cwners, as provided in Section 9, ACCHUNTING PROVISIONES A¥D
ET? OPERATING ACREEMENT, and shell be sgyled "Unit Operating Agreewent for the
pevelopment sod Operation of the 01d [oco Unit Ares, County of Bddy, State of Pav ¥Waxico.

{1) "Unit Participation’ means the sum of all Trect Participations oxr portiocs
therecf which s psriy I1s entitled %o receive. See Exhibits C-1 apd ¢-2-

{3) "Unitized Formation means the Grayburg and lovington Formations, ssme
g ng that herstofore established underground reservoir encountered in the drilling
o} #Miller and Smith of its Texas Gulf State #1 wWell between the depthsof 2350 and 285C
Teet, which said well is located in the SW l/lb of the NE 1/k of Section 32, Towmsnip 27
South, Reoge 29 Bast, Bddy County, New Mexico.

{k) "Unitized Substences” meens all oil, ges, gaseous subsisaces, sulphig
conteined In gas, condensate, distillate and all associated and constituent liguid ox
Livwefisble sydrocarbons within or produced from the Unitized Formation.

{1} “Votiog Tnterest” wesns the right to search for s produce emi avoulira
¢ Suhstances shether held as an incident of ownership of mineral fez simple
2r an oil and gas lease; or otherwise.

} Tworking Interest Owmer” means any party hereto owoilng s Workimg
a carried working interest owner, holding an interest in Uni%ized Zut




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 the
Jnitized 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 (Quner to the
extent of seven-eights (7/8) of his interest in Unitized Substances, and &s a
Royalty Owner with respect to his remaining one-eighth (1/8) 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 showing to the
extent known to Unit QOperator the acreage comprising each Tract and the cwnership of
each interest owner in each Tract. However, nothing herein or in said schedule or map
shall be construed as a representation by any party hereto as to the ownership of any
interest other than such interest or interests as are shown in said map or schedule as
heing owned by such party. Attached hereto as Exhiblt C is a schedule showing in
Part T thereof the Tract Participation of each Tract in the Unit Area andéd in Part JI
thereof the Unit Participation of each Working Interest Owner. Said schedule shall
become effective at T:00 a.m. on the effective date of this agreement.

It is hereby agreed by all parties to this agreement that Unit (perator is
empowered to correct any mathematical or clerical errors which may exist in the
pexrtinent 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
Qperator oniy after first having obtained spproval of Working Interest Qwners and the
Commissioner.

Exhibits A, B, and C shall be revised by Unit Operator whenever changes
render euch revision necessary, anc at least two copiles of suck revision shall ve
filed with the Commissioner.

4, EXPANSION OF UNIT ARE\. The above described Unit Ares mway, ..en

practicable, be expanded to include therein any additional tract or tracus oo uraes
as reasonably necessary or advissble for the purposes of this agreccent, weone <~ uch
expansion 15 necessary or advisable to conform with the purposee ¢/ . s w.rement.
Tract Participations resulting from suchi expansion shall be on a ..2g:.iab. . is and,
after agreement between the affected parties has been reacned, odll. TLrs .3 suali pe

effected in the following manaer:

(a) Unit Operator, with ~oncurrence cf at least 75 .2 cooh o W 0
vVoting Interests and after preliminary concurrence, the Comm.33.2.1 © &y % 7 % e ¢
shall prepare a notice of preposed expansion describing the -ornvem, .&vs: b= 3 R oy
bourdaries of tiae Uanit Area, Xhe rea.ons therefor, and the prorus.c 2 lectl G o
preferably the [irst day of a moath subsegient 4o the wate of ..0%7 .

- wh
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The Urit Operator mey, wpon default or failure in the @@AAOWMCny of its
citims or obligabions berevnder, be subject o vewoval by effimmetive vokm of ak

temsh 75 of the Voting Interssts- Sueh removal shall be 2ffective upon nobic
Leereo? Yo the Qoemissiorer.
7n &1l suck instences of resigpation or removal, uatil s successar Uit
soevatar is selectes. ad epproved, as hereinafter provided; the workivg Interest Owners
shall we jointly respongible for the performence of the duties of Urit Operator acd
shall, wot later voan 3C days fore such resignavion or removal becowmes 2ffective, sppoint

conmnn agent o represent Thew in sny action to be taken heveundex -

RS

2

e resignation or removal of Unlt Operater under this afrsement shell not
terminate its right, title or ivterest as the owner of a Working Interest or oktbar

zed Substencass, bul upon the resignetion or removal of it Opersior

pre

such Unit Opersbor shall deliver possession of sll equipment,
materiais, and sppurtenances ueed in conductlom the Unit operations owned by the
unrking Irterest Ownexrs %o the new duly qualified successor Unidt (perstor, or %o
the owner thereof 17 no such pmew Unit Operator is elecked, %o be uwsed fov the purpose

of coedveting Unit operations hersunder. Nokhipg herein shall be construed ase

o)
o
(<
s
o
’-—ﬂ
}-—.h
»3
.
T3
4
”a

removei of any meterial, 2guipwent avd appurtenapces needed Tox the
sresarvation of any wells.

T, JUCCESSOR UNIT OFPERATOR - Whenever the Unit Operator shall iender hLis
or 1its resigmation as Unit Operator, or shall be rswoved as berzinsbove provided.

the wWorking Interest Owners shall, by affirmative vote of ab *a@s@ 75 per cent of

I

H
the Yotlng Interests, select a successor Unit Operator; provided, nowever, that shoulcd

.

any Yorkiog Interest Owner owa a Voting Interest of wmore thar 27 poxr cent, the vote

.

2f seid party shell pot serve %o disspprove the selection of a new Unit Jperator

T’

proved by U0 per cent or more of the Vobing Tnterests of the remaining workiae Ioberesst
owners and provided, further, that the Joit Operator shall pot vote %0 suscesd igesif

anG 1hs Vobiog Inkerest shall not be counted in & vote concerning i%s removel as the

Umilt Operstor.  Sack selection shall not becowe effective until (2] = Unit Operator
so selectes shall ascept 1o wriding the 23 aod responsibilities of Unit Operetor,

sed {b) the asliection shall have been aporoved by the Commissioner. If 1o sSuc essox

it Qperstor i1s saiscted aond cualifled a8 bereidn provided, the Comxissicper may, st
aig gleation, declare this Unit Agreement tevadneted.

ACCOUNTTRG PROVISTONSG AND UNXT OFERATING AGREEMENT. ALY costs and
2xpens®s anowrred by imit @parétar in copdu ocving Urit operations hersupder sasl. e

appartioned smopg, horne and peid by the Working Tobterest Cwpers, ail n accordance

o e, \,?1 = S J{ EY . X s |
2700 kL2 sgvesment apd the it Opevrating jareemert. The Unis Opersting Agreenent
inal. alst provide YWz manper In which Th Tnberest Cwoers zhali be anbitied




to receive their respective proportionate and allocabed Ash@e of the benelits
accruing hereto in conformity with their underiying oparating 'me@mm‘.@, lesses, or
other independent contracts and such otler rights &nd obligebions ss between Unit
Operator and the Working Interest Owneras as they may urée gpo;no However, the Undt
Operating Agreement shall not be deemsd either do modify the terws and comditions of
this Unit Agreement or to relieve the Unit Oparator of sny right or obligation
established under this tmit Agreement; in case of any inconsisbency or counfliet
between the Unit Agreemsnt and the Unit Operating Agresmsnt, this sgreement shall
prevail. One true copy of any Unit Operating Agreemsnt shall be f£iled with tbe
Commissioner.

10. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Rxcept as otherwise specifically
provided herein, the exclusive right, ﬁrivilegcg and duty of exercising any and all
rights of the parties hereto (including surface rights) which sre necessary or
convenient for the prospecting for, producing, s‘boring; allocating, and distzributing
the Unitized Substances, are hereby granted and deleggfed $0 and shell be¢ exercised
by the Unit Operator as herein provided. Upon request therefor, acceptable evidencs of
title to said rights shall be deposited with said tmit Operator and, together with this
agreement, shall consititute and define the rights, privileges; and obii.gationa of
Unit Qperator. Nothing herein, however, shall be construed to transfer title %o any
land, lease, Royalty Interest, operating sgresmsnt or commnitization agresment, it
being understood that under this sgreement the Unit Opsrator, in its capecity as Unit
Operator, shall exercise the rights of possession and use vested in the parties
hereto only for the purposes herein specified.

11. BQUIPMENT AND FACILITIES NOT FIXTURRS ATPACHED TO REALTY. Each Working
Interest Quner has heretofore placed and used od its Tract or Tracts cosmitted o &hig
agreement, various well and lease equipment and othar property, equirment and
facilities. It is also recognized ‘that additionsl equipsent and facilivies mey
hereafter be placed and used upon the Unit Area &s now or hereafter constituted. Therefore,
for all purposes of this agreement amy and all such equipment shall be considered to
be personal property and not fiz®ures attached to reglt;:a Accordingly, said well and
lease equipment and personsl property is hereby ssversd from the minaral estetes
affected by this agreement, and it is agreed thet aty and all such equipment and
personal property shall be and remain persossi property for all purposes.

12. PLAN OF FURTHER DEVELOPMENT AND GPERATION, It iz recoghized end agroed
by the parties hereto that the object and parpose of this agrsement 13 to formulate and

to put into effect a secondary rescovery project in order o effect the optimm recovery
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and the Comnission within 30 days after filing, shall supersede, sffechive es of
the effective date hereof, the Tract Participations set forth in Exhibit Q-1
attached hareto until a further ravision or revisions thereof is approved by the
Comnissioner and the Commission. The Trasct Participations shown on Exhibit C-1
attached hereto, or as may be shown on the revised Exhibit C-1 as sbove provided,
shall govern the allocation of Unitized Substances on 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 agreemsnt and the revised Tract Pardicipations
are approved by the Commissioner and the wllion.

1k, TRACTS QUALIFIED FOR PARTICIPATION. TFrom the effective da%e hereof,
the Tracts which shall be entitled to participaiiion shall be those Tracts which are
described in Exhibit B and which, at any time, are qualified as follows:

(a) Each Tract as to which Working Interest Owners owing 100§ of
the working Interest therein have becoms parties hereto and as to which
Royalty Owners owning 75% or more of the Royalty Intereat therein have
become parties hereto.

(b) Bach Tract as to which Working Interest Owners owning 100% of the
Wworking Interest therein have become parties hereto and as t& which Royalty
Owners owning less than 75% of the Royalty Interest therein have become
parties hereto and, further, as to vhich:

(1) ALl Working Iuterest Owners in any such Tract have Joined in &
request for the qualification of such Tract, and

(11) 80% of the combined voting interests of Working Interest Owners
in all Tracts meeting the requiresients of paragraph (a) bersof have
‘voted in favor of qualifying ssh Tract. '

For the purpose of this paragraph (b), a Working Interest Owner's "voting
interest’ shall be equal to thé ratic (expressed in per cent) vhich its
aggregate Unit Participation in all Mrects qualifying under paragraph (a)
bears to the total Unit Participation, es shown on Exhibit ¢«2 of all
Working Interest Qwmers in all Tracts qualifying under paragreph (a).

(e) Each Tract as to which Working Interest Owners owning less tham
100% of the Working Interest therein have become parties herets, regardless

of tbe percentage of Royalty Interest therein which is mommitted heretc
and, further, as to which:

(1) ™e working Interest Owmer operating any such Tract and
all of the other working Imnterest Owners in such Tract who have
become parties hereto have joined in & request fur qualification
of such Tract amd have executed and delivered an indemmity agfeement
indemnifying aml agreeing %0 hold harmless the other Workihg Interest
Owners, their successors snd assigns, against all claim® and demands
which may bé made by the owners of wWorking Interests im such Tract

who are not parties hereto amd which arise gut ¢f the gqualification
of such Tract; and

(11) 80% of the combined voting interest of Working Interest
Owners in all Tracts meeting the requirements of parsgrapi’s (a) and
(b) have voted in favar of the qualificafion of such Tract snd
acceptance of the indemmnity sgretment.

For the purpose of this paragraph (c), & Werking Interest Cuner's “voting
interest” shall be equal Yo the ratlo (expressed is per cent) whick its
sggregate Unit Participation in all Trects qualifying under phragraphs ()
and (b) bears to the total Unit Participabion, as shown on BxRibit c-2,
of all Working Interest Owners in all Treacts qualifying under paragraphs
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iy, rinadzasate, Lstlllate ane all assoulsfted sod copstituert ilunsd oy Liguetlanis

&

under iands comwstiad to this mreement erse heTeby exressl)

Lo Doma sl ameaded B0 She extent pecessary to meake the same confar: Ro e provisions

bul nohary’

w e remain in full force and effect; and the pestizs arebo

ooy ophsent Shut the (ommlssioper as o State leases shall by Yis approvsl hereelf,
XS Bhe ooV berecf by his auly suthorired representative; does pexehy establ osng

SO, UhmnkE O revoate the drilling, ppoducing, rvental, mipiaum covaity sl rovsliy
CoaoomRent. oF Htane leases commltted hereto and the regulations 1o 3::3 seet Lherogo

rnlorn said rogulrements to ihe provisaions of this agreewent, and without Limiying

k - Ve T

Loy ol The foregoing; wli lesses, subleases, and contoacts arn serbiovosrly
GesdoZami e afeordance wikh the Toliowing:

{4} The develomment and cperstion of lands sublect Lo thi

» termg hereot sball be deeped full per;,ormar“s* oi ail

: ofeeent and operation with respect to each aud svery na
suparately owoed Tract comiited Y0 this asreenent, “e?ar"inm
thers Is any development of any varticulsr part of or Tract % .
\mtux‘a‘hﬂ‘tmbw anytiiug o the contrary in any ieaue, ‘@';7.
_ - E ?m oetwern the parties reveld
any of Ghow. ‘

Liling and orodus in{a: coarations performed wier uyon any
ized fand %»M; e gocepted and deemed to bo cerformed upon end
it of eact aad overy “vest of niticed land, ard no lesse

i
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T or ratification of this aureemen’ sig LT
wra.aia ArTessen by Worklog Ipterest Owpers ownlng s combiusd
£ ) pereent, end Lhe execution or retification of the
S i noETSs ownind w combined interest of at least A5 percent
T3 L #aid lnlt Ares.
Trore Fash e Tiled st least one counterpart of this agreswment for yeoera
Loe o ol toe founty Clery of ¥ASy County, Rew Mexico, by the UGuid Opersiior.
il Cnersbor sball, withim toirty (30) deys after the eifective dete of s
yeepent . file for record 1o the offize where g counterpart of iz g eemensy
eoordes, o ceriificate o Lhe offect that this sgreewent broome wfferiive sororimy
Ui veres and statipng fuoher the alfective date.
The term Gf this sgreement aball be for and durding the time uial Ualbiied
e woare produced iu paying quantities from the Unit Area sod 3¢ loog therealter

N
ok AL e
BV g

26 dxdliing, reworking or ather operations {including secondary racovery

Muie agresment may e termipated with the approval of the Lasg
WOTH ii‘;,}\{

Interest {oners determine

perstions )

thereon without cessation of more than ninety (9C) cunmecaslve devs

i

terminated by Working Interest (woers 1o the manner Térels

aAles Louer

Jrrerest Owoers o¥ning 75 percent nit Participation s enever sach

that Unit opersticns are no ionger wol.table,

Yessocie or i bhe interest of conservation. NWotice of any such Lermlistion sbell
D2 civas py Undt gpevator $o all partias bereto.

Upon terminaticn of this agreemert, the further develomewnd sl operaticn
sIotre Undt Ares s¢ g Uodt shall de ependoned, Imit operations shs CEgse, ard

Limrasiter
sase s and

e T
VROTR e

‘-}

£

e parties heretc shail be goveroed by the terws eand provs

contracts alfacting the separste tracts just as if this

rely grant W

Traperty and

farnt

e Y]

oV

igme 0f the

agy ewant had

ise covared by the leases unitized under this oement, Ruyalty

srking Tnterest Owners a period of six months after wemminetiso

»eweut in which to salvage, sell, distribute or otherwise diasase of ihe

Tacilities uaed in comnnection with Dnit opexstinns.
APTZARANCES, Unit Operator snall, after notice ¢ othar parties affecied

e sppear for or ou behalf of any and all interests sffected hareby

Comzission and to appesl frow orders issued under the resulstions m'f sgid

o apply for relief from any of ssid regulations or in any Jrocendings

crations before the Commission, or other legally constituind autharit;-;



pravided, sowever, that any obher interested party shell slao have ths right i
nis ar its own =xpense to be heard in any such proceeding.

5. MWOTICR3. ALl notices, demands, objections or statemenis required
seveunder to be given or renderad to the parties hereto shall be decmed fully sivsn
1f mede ip writing aod personally delivered ¢o the party or partissz st thalyr respeciive
addregses set forth in commection with the signatures hereto or o the ratificatlon
o consent hereof! or to such other sddress as any such party msay have furnished 1in
writing to party sending the notice, demand or statement.

Z0. NO WAIVER OF CERTAIN RIGETS. Nothing im this agreemert conitained shell
e coostrued as a walvaer by and party hereto of the right to aBlert sy lagal o
congtituticnal rignt or defense ss to the validity or invalidity of soy lox of tiw
Shate of Now Mexico, or regulations issued thereunder in any way affecting suck
party, or as 2 ¥&iver by any such party of any right beyond his or its authority to
*alve,

27 . UNAVOIDABIE DELAY. ALl obligetions under this sgresmeni roguiring the
it Operator o compence or coutimue drilling or to operate oo or o prodace
Unitized Dubstances from eny of the lande subject 10 this agreement shall e susperded
while, but only 30 lowg a8, the Unit Operator, despite the exarcise of diz cars and
2iligence, is prevented from complying with such obligstions, 1in whole 2 in paxrt, by
sitxikes, acis of Cod, Pederal, State, or municipal lav or agencies, unavr>idable
accidents, uncontrollable delays in transportation, inability to obteip uecessary
materiais lo opsn market, ar other matters beyond the reasonable contxol of the Mit
operatar ¥hether similer %W matters berein spumerated ar not.

2%. 105S OF TITLE. Yf any Tract of unitized land cesees to tase sufficient
dording Interest ar Royalty Interest commltted to this agreemgnt to neet Ghe cemditlons
el Jection 1% pecause of fallure $@ title to any party hereto, such Tract shell he

egarded ag not committed hereto as o8f T7:00 s.m. on the first day of the calendar
monil in which such Tailuare of title is finally determined; provided, iwwnver, tiami

no suct Tract shall be 8C regarded if same can be requalified under =sid Section lu
wlthio nloety (90) days after the date on which such title failurs was finally
determined. TII any such Tract cannot be s0 requalified, Unit Operator shall recosgute
the Tract Participation of each Tract of unitized land remeining subject to this
agre=pent 80 that such Tract Participations shall remain in the same ratio one to
apother. Theresfter, Unit Operator shall revise Exhibits C-1 end C-2 coniormably

¢iwn such recemputation. FEach such revised exhibit shall be effective al T:00 a.n.

If title 1o a Working Interest fails, the rights and obliganiow

3
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Pe gorkisg Interest Owners shall render snd pay Tox thelr

sha account of the Roveity (wpers all valid texes on o mezured vy e
v hlewo it fapees in and under or tuat may be produced, gethered and said from ne
Lares @ub dert o this agreepent after the effective date of this agreswent, or upo
L plucsens 0Y net aroceeds derived therefrom. The Working Interest Jwodrs Ip cech
e U O mAY CDable the proper proportion of sald taxes to the Royalty Owaers having

Coaavests Gpove?” 0 t, and aey currently retaln and deduct sufficliews ¢f the Unihi

wrivative products, or net proceeds thereof, from the s/loceted sonve

G muoh Reovalty Owner W seoure reimbursemsnt for the texes so paid. ko wucoh texes

zhiei. ne  narred 0 the State of New Mexico or to apy lessor who hasr a ooabract wilh

wassgr- wnion requires the leassee 49 pay such taxes.

iv.oorder o os.ood title failures which might incidentally causo tae title Lo

o wovring Interest or Royalty Interest to fall, the owners of {1} tus =ixfsce rights

1o oeacn commdtted Tract, (2) severed minersl or royaily interest in ssit Trects mrg

wwprnvenents located on said Tracts not utilized for yndt Operstions shsll indiviauaily

ce respunsible for the repaitior and assessment, for ad valorem tex puricsass, of a.l

ty, and for the payment of such taxes, excepht asz otherwise provided in sny

iy st or agreement between such swners snd e Working JInterest Qwner or (xBers.

veloram taxes are pot psld by such owner responsible therefor wihnn due,
Crerator mRy, at any time prior %o tax aale, pay the same, redsem uch property
Swi o dLsonargs such fax llens as way arise through nonpayment. In the event Unit Cperalor

mEpxed Any sUCl. paymept or redeems any such property from tax ssle, Umit Operator shall

~e relnrursed Lherafor by the Working Interest Owners in proportion to Sheir respective

P A A
[

farsphoipations then dn effect, and Unit Operator shall withhold frowm wy precne«ls

terived frog the ssle of Unitized tubstances otherwise due to said dellngusnt taxveyer

2 haxpayers snomount sufficient o defray the costs of such payment o roilemphio:,

woh sitnholding %o bhe distributed mmong the yorking Interest Owners in woporiion ww

Lozir respective contributions toward suth peyment or redemption. Suck witnbeldic:

sials be without preludice Lo any otner remedy, either at law or in eguisy, woich may

be avellasbie for exerciss by the Unit Cperater or by the Working Intersst fOwaers.

gl

2. TONFLICT OF SUPERVISION. Nelther the Uunit QOperator nor the woo

R e

Intersst Owvmers or sry of them shall be subject to any forfeilture, termisetion, or

expirebion of any rights hercunder ox umier any leases or contracts anh s

2t nereta,

or to gy nenalty or liapiliny on sccount of delay or failure 1o whole or in part %o
p

smply with sny efpliceble provieions thereof to the extent that the zaid Unit Oueratoz,

wfanng Trtercst Jwners,; or any of them are nindered, delayed or prevente ! from covnliying

“evith by resson of the fallure of the Unit Qperator to obtairn,

D MRl g T e o s -
s A SxARL T ane L

Pigenie . the oonourrence of o

represerdaiiices of the (sl




s — A S e e e e v

el aRy wabiers o tnings concerulng whick 1t is required hero o Saab swel

b obtalned. The pardies herete, ilnaluding the {ommlagion, roaree fos:

aed @BLHOTITY vested in the Coomission to and by any provisioge of B

L

cavract gre vesfed in the (hmmisaion and shall be exsreised by L%y e Grap

proviatins L0 e laws of the Stete of Few Mepxicd ané sublect, an oany e, o s

crocud’ skl rovigy ac maY Dow or hersalter be profided by the laws of th: Shete or ¥

NG OPARINERSMIP, It ls expressly agreed that the reletiosa oF tie cartics

ks
«t
i

87 0f intepepdent contrsctors sof nothing in this sgreewsni - ontadped,

¥ S5 S b R oy

o mny operations conducted hersunder, shall ayesto of be dusmed

W oreste s & artpersalyc 01 assoclistion between the partiss sereto o eay of Wrem.
S CORDER ACKERMENTS.  Subject Lo Lie approwel of the Oomsloslgherx, e

»ith conowrrenee of [0 pear ceul of the then Voting Iricasiu of ihe
Lrglae fntRoect gwners, Ry aptoar lolo s vurder-protection sgreemest or giruewmnis

R nne worting Inherest owpers of lsnds ol jacent to the commitbed Trao

- with

rations Ln the border ares for the nsximum uitimete “ooiver,

PLARTVAL LGN R pUnes add pTeper peoteciicn of the parties and interasc.

I CTTHESD JURSEOP. the partiss nereto heave caused thils sgreemers fo e
coulen g 2F the date £irst shove writiten snd bave sed opposike fhais yaipeohive

EEC L e ke of exscuvtion and the sddress of each of the respective sumenating
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SCHREDIA C
OLD LOCO UNTE, EDDY COUNTY, NBW MEYICO

march 15, 1965
FART 1
TRACT PARTICIPATION
Pract JO. Nﬂ:lﬂt_a_!g
1 2.39%
2 10.80
3 2.%%
h &,57
> i2.97
& 11.38
{ 1k 39
8 7.85
9 ulm
0 12.00
1l 2.39
12 4.9
1§ 3.k
100.00
WORKING INTEREST OWMER PARTICIPATION
Quoer __Percentage
¥ilas P. Sheldon 7 .195000
R. G. Colller 30617500
Hilier sand Smith 33.850000
Feil B. watson gowoo
Jobu P. Coubape, Jr. 2 BooOoG
Jeff ¥. Hickox 185175
E. M. Mariow LehD12%
Kincald & watson & Associetes 3. 520000
Charles Riclks 81250
Karold Keraay b.251560
Qlen ¥. FPestherstone I 981250
Thelma Mathvin 3RT NS
Marguret Helcowd 3273k
Bolana MoLean 981250
Aarolid Xersay - Trustes for Tract »5 12 . 97000
¥. L. Shaosr 11.99%
sethlehem Stesl Co. {account of C. L. Tallmedge) 1C.A7%
Po J. Vidal 9 .06%
Guy Shepherd 2.28
Banjsmin D. Luachind 2.204
3. R. Bakler 1.144
Bl vaes Natiooal B-ok 1.3h%
george N. Cowall 16.15¢
Earoid ¥ersey 30.309%
Thelaa Methvin 7.58%
Margarat Holcomd 7.58%

106 . VOO0



OLD 1OCD UNIT
OFFSET LEASEHOLD OWNERS

Leonard Oil Company, Box 400, Roswell, New Mexico

International 0il and Gas Corp., 825 Petroleum Club Building, Denver, Colorado
General American 0il Company, Loco Hills, New Mexico,

Skelly 0il Company, Box 1650, Tulsa, Oklahoma

J. C. Thompson, 1203 Kirby Building, Dallas, Texas

Pan American Petroleum Corp., Box 1410, Fort Worth, Texas

Kennedy 0il Company, 300 Carper Building, Artesis, New Mexico



