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T H I S A G R E E M E N T } e n t e r e d i n t o as of the 1st day of F e b r u a r y , 1968 1 

by the p a r t i e s w h o have s i gned the o r i g i n a l of t h i s i n s t r u m e n t , a c o u n t e r p a r t 2 
t h e r e o f , o r o t h e r i n s t r u m e n t a g r e e i n g to be bound by the p r o v i s i o n s h e r e o f ; 3 

W I T N E S S E T H 4 

W H E R E A S , i n the i n t e r e s t of the p u b l i c w e l f a r e and to p r o m o t e c o n s e r - 5 
v a t i o n and i n c r e a s e the u l t i m a t e r e c o v e r y of o i l , gas and a s s o c i a t e d m i n e r a l s 6 
f r o m the A t o k a San A n d r e s F i e l d , i n Eddy County , New M e x i c o , and to p r o - 7 
t ec t the r i g h t s of the o w n e r s of i n t e r e s t t h e r e i n , i t i s d e e m e d n e c e s s a r y and 8 
d e s i r a b l e to en t e r i n to t h i s a g r e e m e n t to u n i t i z e the O i l and Gas R i g h t s i n 9 
and to the U n i t i z e d F o r m a t i o n i n o r d e r to conduct a s e c o n d a r y r e c o v e r y , 10 
p r e s s u r e m a i n t e n a n c e , o r o t h e r r e c o v e r y p r o g r a m as h e r e i n p r o v i d e d ; 11 

N O W , T H E R E F O R E , i n c o n s i d e r a t i o n of the p r e m i s e s and of the 12 
m u t u a l a g r e e m e n t s h e r e i n con ta ined , i t i s a g r e e d as f o l l o w s : 13 

A R T I C L E 1 14 

D E F I N I T I O N S 15 

A s u s e d i n t h i s a g r e e m e n t , the t e r m s h e r e i n con t a ined s h a l l have the 16 
f o l l o w i n g m e a n i n g : 17 

1. 1 U n i t A r e a means the lands d e s c r i b e d by T r a c t s i n E x h i b i t A 18 
and s h o w n on E x h i b i t B as to w h i c h t h i s a g r e e m e n t b e c o m e s e f f e c t i v e or 19 
to w h i c h i t m a y be ex tended as h e r e i n p r o v i d e d . 20 

1.2 U n i t i z e d F o r m a t i o n means the con t inuous s t r a t i g r a p h i c i n t e r v a l 21 
of t ha t s u b s u r f a c e p o r t i o n of the U n i t A r e a o c c u r r i n g be tween the top of the 22 
San A n d r e s f o r m a t i o n and n ine h u n d r e d t w e n t y f e e t (920 ' ) be low the the top 23 
of the San A n d r e s f o r m a t i o n . T h e top of the San A n d r e s f o r m a t i o n i s d e f i n e d 24 
as the s u b s u r f a c e dep th of 1,080 fee t ( e l e v a t i o n of 2 , 2 2 1 f ee t above sea l e v e l ) 25 
as shown on the H a l l i b u r t o n G u a r d L o g da ted A p r i l 6, 1956, of Kewanee O i l 26 
C o m p a n y ' s F a n n i n g "S" W e l l N o , 1 l o c a t e d i n the N E SE i n Sec t ion 14, 27 
T o w n s h i p 18 South , Range 26 E a s t , Eddy County , N e w M e x i c o . 28 

1.3 U n i t i z e d Substances means a l l o i l , gas , gaseous subs tances , 29 
s u l p h u r c o n t a i n e d i n gas , condensa te , d i s t i l l a t e , and a l l a s s o c i a t e d and 30 
c o n s t i t u e n t l i q u i d o r l i q u e f i a b l e h y d r o c a r b o n s w i t h i n o r p r o d u c e d f r o m the 31 
U n i t i z e d F o r m a t i o n . 32 
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1. 4 W o r k i n g I n t e r e s t means an i n t e r e s t i n U n i t i z e d Substances by 1 
v i r t u e of a l ease , o p e r a t i n g a g r e e m e n t , fee t i t l e , o r o t h e r w i s e , i n c l u d i n g Z 
a c a r r i e d i n t e r e s t , w h i c h i n t e r e s t i s c h a r g e a b l e w i t h and o b l i g a t e d to pay 3 
or bea r , e i t h e r i n cash o r out of p r o d u c t i o n o r o t h e r w i s e , a l l o r a p o r t i o n 4 
of the cos t of d r i l l i n g , d e v e l o p i n g , p r o d u c i n g , and o p e r a t i n g the U n i t i z e d 5 
F o r m a t i o n . 6 

1.5 R o y a l t y I n t e r e s t means a r i g h t to o r i n t e r e s t i n any p o r t i o n 7 
of the U n i t i z e d Substances o r p roceeds t h e r e o f o t h e r t han a W o r k i n g I n t e r e s t . 8 

1. 6 R o y a l t y O w n e r means a p a r t y h e r e t o who owns a R o y a l t y 9 
I n t e r e s t . 10 

1. 7 W o r k i n g I n t e r e s t O w n e r means a p a r t y h e r e t o who owns a 11 
W o r k i n g I n t e r e s t . T h e o w n e r of o i l and gas r i g h t s tha t a r e f r e e of lease IZ 
o r o the r i n s t r u m e n t c o n v e y i n g the W o r k i n g I n t e r e s t to ano the r s h a l l be 13 
r e g a r d e d as a W o r k i n g I n t e r e s t O w n e r to the ex ten t of s e v e n - e i g h t h s ( 7 / 8 ) 14 
of h i s i n t e r e s t i n U n i t i z e d Subs tances , and as a R o y a l t y O w n e r w i t h r e s p e c t 15 
to h i s r e m a i n i n g o n e - e . g h t h (1 /8 ) i n t e r e s t t h e r e i n , 16 

1.8 T r a c t m e a n s each p a r c e l of l a n d d e s c r i b e d as such and 17 
g i v e n a T r a c t n u m b e r i n E x h i b i t A . 18 

1.9 Un i t O p e r a t i n g A g r e e m e n t means the a g r e e m e n t e n t i t l e d 19 
" U n i t O p e r a t i n g A g r e e m e n t , A t o k a San A n d r e s U n i t , E d d y Coun ty , New 20 
M e x i c o " , of the same e f f e c t i v e date as the e f f e c t i v e date of t h i s a g r e e - 21 
m e n t , and w h i c h i s e n t e r e d i n t o by W o r k i n g I n t e r e s t O w n e r s , ZZ 

K 10 U n i t O p e r a t o r means the W o r k i n g I n t e r e s t Ow.-.er d e s i g n a t e d Z3 
by W o r k i n g I n t e r e s t O w n e r s under the Un i t O p e r a t i n g A g r e e m e n t to 24 
d e v e l o p and o p e r a t e the U n i t i z e d F o r m a t i o n , a c t i n g a.s o p e r a t o r and not Z5 
as a W o r k i n g I n t e r e s t O w n e r , Z6 

1.11 T r a c t P a r t i c i p a t i o n means the pe rcen t age shown on 27 
E x h i b i t A f o r a l l o c a t i n g U n i t i z e d Substances to a T r a c t unde r t h i s 28 
a g r e e m e n t , 29 

1. 12 U n i t P a r t i c i p a t i o n of each W o r k i n g I n t e r e s t O w n e r means 30 
the s u m of the pe rcen tages ob t a ined by m u l t i p l y i n g the W o r k i n g I n t e r e s t 31 
c f such W o r k i n g i n t e r e ? t O w n e r i n each Trac t , by the T r a c t P a r t i c i p a t i o n 32 
of such T r a c t . 3 3 

1.13 Ou t s ide Substances means a l l subs tances ob ta ined f r o m any 34 
r-ource o the r t han the U n i t i z e d F o r m a t i o n and w h i c h a rc i n j e c t e d in to the 35 
U n i t i z e d F o r m a t i o n . 36 
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1. 14 O i l and Gas R i g h t s m e a n s the r i g h t to e x p l o r e , deve lop , and 1 

o p e r a t e l ands w i t h i n the U n i t A r e a f o r the p r o d u c t i o n of U n i t i z e d Subs tances , 2 
o r to sha re i n the p r o d u c t i o n so o b t a i n e d o r the p r o c e e d s t h e r e o f . 3 

1. 15 U n i t O p e r a t i o n s m e a n s a l l o p e r a t i o n s conduc ted by W o r k i n g 4 
I n t e r e s t O w n e r s o r U n i t O p e r a t o r p u r s u a n t to t h i s a g r e e m e n t and the U n i t 5 
O p e r a t i n g A g r e e m e n t f o r o r on accoun t of the d e v e l o p m e n t and o p e r a t i o n of 6 
the U n i t i z e d F o r m a t i o n f o r the p r o d u c t i o n of U n i t i z e d Subs tances . 7 

1. 16 U n i t E q u i p m e n t m e a n s a l l p e r s o n a l p r o p e r t y , l ease and w e l l 8 
e q u i p m e n t , p l a n t s , and o t h e r f a c i l i t i e s and e q u i p m e n t t a k e n o v e r o r o t h e r - 9 
w i s e a c q u i r e d f o r the j o i n t accoun t f o r use i n U n i t O p e r a t i o n s . 10 

1. 17 U n i t E x p e n s e m e a n s a l l cos t , expense , o r indeb tedness i n - 11 
c u r r e d by W o r k i n g I n t e r e s t O w n e r s o r U n i t O p e r a t o r p u r s u a n t to t h i s a g r e e - 12 
m e n t and the U n i t O p e r a t i n g A g r e e m e n t f o r o r on account of U n i t O p e r a t i o n s . 13 

I . 18 T r a c t U s a b l e W e l l s means the n u m b e r of w e l l s on each T r a c t 14 
d e s i g n a t e d by the W o r k i n g I n t e r e s t O w n e r s to be usab le f o r U n i t O p e r a t i o n s 15 
and shown on E x h i b i t B . 16 

1. 19 U n i t A r e a U s a b l e W e l l s m e a n s the t o t a l T r a c t Usab le W e l l s 17 
of a l l T r a c t s i n the U n i t A r e a . 18 

1.20 T r a c t C u r r e n t P r o d u c t i o n means the n u m b e r of b a r r e l s of 19 
o i l p r o d u c e d f r o m such T r a c t f r o m the U n i t i z e d F o r m a t i o n d u r i n g the 20 
p e r i o d M a y 1, 1966 to M a y 1, 1967. 21 

1.21 U n i t A r e a C u r r e n t P r o d u c t i o n m e a n s the t o t a l T r a c t C u r r e n t 22 
P r o d u c t i o n of a l l T r a c t s i n the U n i t A r e a . 23 

1.22 T r a c t U l t i m a t e P r i m a r y P r o d u c t i o n means the t o t a l n u m b e r 24 
of b a r r e l s of o i l w h i c h have been d e t e r m i n e d c o u l d be e c o n o m i c a l l y p r o - 25 
d u c e d f r o m such T r a c t f r o m the U n i t i z e d F o r m a t i o n by p r i m a r y r e c o v e r y 26 
m e t h o d s . 27 

1.23 U n i t A r e a U l t i m a t e P r i m a r y P r o d u c t i o n means the t o t a l 28 
T r a c t U l t i m a t e P r i m a r y P r o d u c t i o n of a l l T r a c t s i n the U n i t A r e a . 29 

A R T I C L E 2 30 

E X H I B I T S 31 

2 . 1 E x h i b i t s . A t t a c h e d h e r e t o a r e the f o l l o w i n g e x h i b i t s w h i c h 32 
a r e i n c o r p o r a t e d h e r e i n by r e f e r e n c e : 

- 3 -
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2 . 1„ 1 E x h i b i t A , w h i c h i s a schedule tha t d e s c r i b e s each 1 
T r a c t i n the U n i t A r e a and shows i t s T r a c t P a r t i c i p a t i o n . 2 

2, 1. 2 E x h i b i t B , w h i c h i s a m a p tha t shows the b o u n d a r y 3 
l i n e s of the U n i t A r e a and the T r a c t s t h e r e i n . 4 

2o 2 R e f e r e n c e to E x h i b i t s . When r e f e r e n c e h e r e i n i s m a d e to an 5 
e x h i b i t the r e f e r e n c e i s to the E x h i b i t as o r i g i n a l l y a t t a c h e d c r , i f r e v i s e d , 6 
to the l a t e s t r e v i s i o n . 7 

2, 3 E x h i b i t s C o n s i d e r e d C o r r e c t . A n e x h i b i t s h a l l be c o n s i d e r e d 8 
c o r r e c t u n t i l r e v i s e d as h e r e i n p r o v i d e d . 9 

2 . 4 C o r r e c t i n g E r r o r s . T h e shapes and d e s c r i p t i o n s of the, r e - 10 
s p e c t i v e T r a c t s have been e s t a b l i s h e d by u s ing the best i n f o r m a t i o n a v a i l a b l e . 11 
I f i t subsequen t ly appea r s t ha t any T r a c t , because of d i v e r s e r o y a l t y o r 12 
w o r k i n g i n t e r e s t o w n e r s h i p on the e f f e c t i v e date h e r e o f , s h o u l d be d i v i d e d 13 
in to m o r e t h a n one T r a c t , or t ha t any m e c h a n i c a l m i s c a l c u l a t i o n has been 14 
m a d e , U n i t O p e r a t o r , v / i t h the a p p r o v a l of W o r k i n g I n t e r e s t O w n e r s , s h a l l 15 
c o r r e c t the m i s t a k e by r e v i s i n g the e x h i b i t s to c o n f o r m to the f a c t s . T h e 16 
r e v i s i o n s h a l l not i n c l u d e any r e - e v a l u a t i o n of e n g i n e e r i n g o r g e o l o g i c a l 17 
i n t e r p r e t a t i o n s used i n d e t e r m i n i n g T r a c t P a r t i c i p a t i o n . E a c h such r e v i s i o n 18 
of an e x h i b i t s h a l l be e f f e c t i v e at 7.00 a . m . on the f i r s t day of the c a l e n d a r 19 
m o n t h nex t f o l l o w i n g the f i l i n g f o r r e c o r d of the r e v i s e d e x h i b i t o r on such 20 
o the r date as m a y be d e t e r m i n e d by W o r k i n g I n t e r e s t O w n e r s and set f o r t h 21 
i n the r e v i s e d e x h i b i t . 22 

2 . 5 F i l i n g R e v i s e d E x h i b i t s , I f an e x h i b i t i s r e v i s e d p u r s u a n t to 23 
t h i s a g r e e m e n t , U n i t O p e r a t o r s h a l l c e r t i f y and f i l e the r e v i s e d e x h i b i t f o r 24 
r e c o r d i n the County i n w h i c h t h i s a g r e e m e n t i s f i l e d . 25 

A R T I C L E 3 26 

C R E A T I O N A N D E F F E C T O F U N I T 27 

3. 1 O i l and Gas R i g h t s U n i t i z e d , Sub jec t to the p r o v i s i o n s of t h i s 28 
a g r e e m e n t , a l l O i l and Gas R i g h t s of R o y a l t y O w n e r s i n and to the lands 29 
d e s c r i b e d i n E x h i b i t A , and a l l O i l and Gas R i g h t s of W o r k i n g I n t e r e s t 30 
O w n e r s i n and to s a i d l a n d s , a r e h e r e b y u n i t i z e d i n s o f a r as the r e s p e c t i v e 31 
O i l and Gas R i g h t s p e r t a i n to the U n i t i z e d F o r m a t i o n , so tha t o p e r a t i o n s 32 
m a y be conduc ted as i f the U n i t i z e d F o r m a t i o n had been i n c l u d e d i n a s i ng l e 33 
lease execu ted by a l l R o y a l t y O w n e r s , as l e s s o r s , i n f a v o r of a l l W o r k i n g 34 
i n t e r e s t O w n e r s , as l e s sees , and as i f the lease had been s u b j e c t to a l l of 35 
the p r o v i s i o n s of t h i s a g r e e m e n t . 36 
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3 .2 P e r s o n a l P r o p e r t y E x c e p t e d . A l l l ease and w e l l e q u i p m e n t , 1 
m a t e r i a l s , and o t h e r f a c i l i t i e s h e r e t o f o r e o r h e r e a f t e r p l aced by any of the 2 
W o r k i n g I n t e r e s t O w n e r s on the lands c o v e r e d h e r e b y s h a l l be d e e m e d to be 3 
and s h a l l r e m a i n p e r s o n a l p r o p e r t y b e l o n g i n g to and m a y be r e m o v e d by 4 
the W o r k i n g I n t e r e s t O w n e r s . The r i g h t s and i n t e r e s t s t h e r e i n as among 5 
W o r k i n g I n t e r e s t O w n e r s a r e c o v e r e d by the U n i t O p e r a t i n g A g r e e m e n t . 6 

3 .3 A m e n d m e n t of L e a s e s and O t h e r A g r e e m e n t . T h e p r o v i s i o n s 7 
of the v a r i o u s l e a s e s , a g r e e m e n t s , d i v i s i o n and t r a n s f e r o r d e r s , o r o the r 8 
i n s t r u m e n t s c o v e r i n g the r e s p e c t i v e T r a c t s o r the p r o d u c t i o n t h e r e f r o m 9 
a r e a m e n d e d to the ex ten t n e c e s s a r y to m a k e t h e m c o n f o r m to the p r o v i - 10 
s ions of t h i s a g r e e m e n t , but o t h e r w i s e s h a l l r e m a i n i n e f f e c t , 11 

3 . 4 C o n t i n u a t i o n of L e a s e s and T e r m R o y a l t i e s . O p e r a t i o n s , 12 
i n c l u d i n g d r i l l i n g o p e r a t i o n s , conduc ted w i t h r e s p e c t to the U n i t i z e d 13 
F o r m a t i o n on any p a r t of the U n i t A r e a , o r p r o d u c t i o n f r o m any p a r t of 14 
the U n i t i z e d F o r m a t i o n , except f o r the p u r p o s e of d e t e r m i n i n g paymen t s 15 
to R o y a l t y O w n e r s , s h a l l be c o n s i d e r e d as o p e r a t i o n s upon o r p r o d u c t i o n 16 
f r o m each T r a c t , and such o p e r a t i o n s o r p r o d u c t i o n s h a l l con t inue i n 17 
e f f e c t each l ease o r t e r m r o y a l t y i n t e r e s t as to a l l l ands c o v e r e d t h e r e b y 18 
j u s t as i f such o p e r a t i o n s h a d been conduc ted and a w e l l h a d been d r i l l e d 19 
on and was p r o d u c i n g f r o m each T r a c t . 20 

3.5 T i t l e s U n a f f e c t e d by U n i t i z a t i o n . N o t h i n g h e r e i n s h a l l be 21 
c o n s t r u e d to r e s u l t i n the t r a n s f e r of t i t l e t o the O i l and Gas R i g h t s by 22 
any p a r t y h e r e t o to any o the r p a r t y o r to U n i t O p e r a t o r . The i n t e n t i o n 23 
i s to p r o v i d e f o r the c o o p e r a t i v e d e v e l o p m e n t and o p e r a t i o n of the T r a c t s 24 
and f o r the s h a r i n g of U n i t i z e d Substances as h e r e i n p r o v i d e d . 25 

3 .6 I n j e c t i o n R i g h t s . R o y a l t y O w n e r s h e r e b y g r a n t unto 26 
W o r k i n g I n t e r e s t O w n e r s the r i g h t t o i n j e c t i n t o the U n i t i z e d F o r m a t i o n 27 
any subs tances i n w h a t e v e r amoun t s W o r k i n g I n t e r e s t O w n e r s deem 28 
exped ien t f o r U n i t O p e r a t i o n s , i n c l u d i n g the r i g h t to d r i l l and m a i n t a i n 29 
i n j e c t i o n w e l l s on the U n i t A r e a and to use p r o d u c i n g o r abandoned o i l 30 
o r gas w e l l s f o r such p u r p o s e s . 31 

3. 7 D e v e l o p m e n t O b l i g a t i o n . N o t h i n g h e r e i n s h a l l r e l i e v e 32 
W o r k i n g I n t e r e s t O w n e r s f r o m the o b l i g a t i o n to d e v e l o p r e a s o n a b l y as 33 
a w h o l e the lands and l eases c o m m i t t e d h e r e t o . 34 

A R T I C L E 4 35 

P L A N O F O P E R A T I O N S 36 

4 . 1 U n i t O p e r a t o r . W o r k i n g I n t e r e s t O w n e r s a r e , as of the 37 
e f f e c t i v e date of t h i s a g r e e m e n t , e n t e r i n g i n t o the U n i t O p e r a t i n g A g r e e m e n t 38 
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d e s i g n a t i n g Kewanee O i l C o m p a n y as U n i t O p e r a t o r , U n i t O p e r a t o r s h a l l 1 
have the e x c l u s i v e r i g h t t o conduct U n i t O p e r a t i o n s , The o p e r a t i o n s s h a l l 2 
c o n f o r m to the p r o v i s i o n s of t h i s a g r e e m e n t and the U n i t O p e r a t i n g A g r e e - 3 
m e n t . I f t h e r e i s any c o n f l i c t be tween such a g r e e m e n t s , t h i s a g r e e m e n t 4 
s h a l l g o v e r n , 5 

4 . 2 O p e r a t i n g M e t h o d s , T o the end that the q u a n t i t y of U n i t i z e d 6 
Substances u l t i m a t e l y r e c o v e r a b l e m a y be i n c r e a s e d and was te p r e v e n t e d , 7 
W o r k i n g I n t e r e s t O w n e r s s h a l l , w i t h d i l i g e n c e and i n a c c o r d a n c e w i t h good 8 
e n g i n e e r i n g and p r o d u c t i o n p r a c t i c e s , engage i n s e c o n d a r y r e c o v e r y o p e r a - 9 
t i o n s by i n j e c t i n g i n t o the U n i t i z e d F o r m a t i o n gas, w a t e r o r o the r f l u i d s o r 10 
c o m b i n a t i o n s t h e r e o f d e e m e d n e c e s s a r y o r d e s i r a b l e to e f f i c i e n t l y and 11 
e c o n o m i c a l l y i n c r e a s e the u l t i m a t e r e c o v e r y of U n i t i z e d Subs tances , 12 

4 . 3 Change of O p e r a t i n g M e t h o d s , N o t h i n g h e r e i n s h a l l p r e v e n t 13 
W o r k i n g I n t e r e s t O w n e r s f r o m d i s c o n t i n u i n g o r changing i n w h o l e o r i n p a r t 14 
any m e t h o d of o p e r a t i o n w h i c h , i n t h e i r o p i n i o n , i s no longe r i n a c c o r d w i t h 15 
good e n g i n e e r i n g o r p r o d u c t i o n p r a c t i c e s . O t h e r me thods of o p e r a t i o n m a y 16 

be conduc ted or changes m a y be. made by W o r k i n g I n t e r e s t O w n e r s f r o m 17 
t i m e to t i m e i f d e t e r m i n e d by t h e m to be f e a s i b l e , n e c e s s a r y or d e s i r a b l e 18 
to i n c r e a s e the u l t i m a t e r e c o v e r y of U n i t i z e d Subs tances , 19 

A R T I C L E 5 20 

T R A C T P A R T I C I P A T I O N 21 

5. 1 T r a c t P a r t i c i p a t i o n , T h e T r a c t P a r t i c i p a t i o n of each 22 
T r a c t i s shown i n E x h i b i t A and has b<-^n c o m p u t e d as f o l l o w s , u s ing data 23 
a p p r o v e d by the W o r k i n g I n t e r e s t O w n e r ? ; 24 

5, 1, 1 Phase I P a r t i c i p a t i o n , B e g i n n i n g at 7 , 0 0 a m . on 25 
the e f f e c t i v e date h e r e o f and u n t i l 7; 00 a , m , on the f i r s t day of 26 

the m o n t h next f o l l o w i n g the date w h e n the c u m u l a t i v e o i l 27 
p r o d u c e d , saved and r e m o v e d f r o m the U n i t i z e d F o r m a t i o n 28 
f r o m a l l T r a c t s i n the U n i t A r e a f r o m and a f t e r J u l y 1, 19b7, 29 
equals 1, 000, 000 b a r r e l s , the T r a c t P a r t i c i p a t i o n of each 30 
T r a c t s h a l l be equa l tor, 31 

9% x ( t i m e s ) T r a c t Usab le W e l l s , , , , 32 ' + (p lus) 
U n i t A r e a Usab le W e l l s 33 

9 1 % x ( t i m e s ) T r a c t C u r r e n t P r o d u c t i o n 34 
U n i t A r e a C u r r e n t P r o d u c t i o n 35 
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5. 1.2 Phase I I P a r t i c i p a t i o n . B e g i n n i n g at 7:00 a . m . on 1 
the f i r s t day of the m o n t h f o l l o w i n g the date w h e n the 1, 000, 000 2 
b a r r e l s r e f e r r e d t o i n S e c t i o n 5 . 1 . 1 above s h a l l have been p r o - 3 
duced , the T r a c t P a r t i c i p a t i o n of each T r a c t s h a l l be equa l t o : 4 

100% x ( t i m e s ) T r a c t U l t i m a t e P r i m a r y P r o d u c t i o n 5 
U n i t A r e a U l t i m a t e P r i m a r y P r o d u c t i o n 6 

5 . 2 R e l a t i v e T r a c t P a r t i c i p a t i o n s . I f the U n i t A r e a i s e n l a r g e d 7 
o r r e d u c e d , the r e v i s e d T r a c t P a r t i c i p a t i o n s of the T r a c t s r e m a i n i n g i n the 8 
U n i t A r e a and w h i c h w e r e w i t h i n the U n i t A r e a p r i o r to the e n l a r g e m e n t o r 9 
r e d u c t i o n s h a l l r e m a i n i n the same r a t i o one t o a n o t h e r , 10 

A R T I C L E 6 11 

A L L O C A T I O N O F U N I T I Z E D S U B S T A N C E S 12 

6. 1 A l l o c a t i o n to T r a c t s . A l l U n i t i z e d Substances p r o d u c e d and 13 
saved s h a l l be a l l o c a t e d to the s e v e r a l T r a c t s i n a c c o r d a n c e w i t h the 14 
r e s p e c t i v e T r a c t P a r t i c i p a t i o n s e f f e c t i v e d u r i n g the p e r i o d tha t the U n i t i z e d 15 
Substances w e r e p r o d u c e d . T h e a m o u n t of U n i t i z e d Substances a l l o c a t e d to 16 
each T r a c t , r e g a r d l e s s of w h e t h e r i t i s m o r e o r l e s s t han the a c t u a l p r o - 17 
d u c t i o n of U n i t i z e d Substances f r o m the w e l l o r w e l l s , i f any, on such T r a c t , 18 
s h a l l be d e e m e d f o r a l l p u r p o s e s t o have been p r o d u c e d f r o m such T r a c t , 19 

6 . 2 D i s t r i b u t i o n W i t h i n T r a c t s . The U n i t i z e d Substances 20 
a l l o c a t e d to each T r a c t s h a l l be d i s t r i b u t e d a m o n g , o r a ccoun ted f o r t o , 21 

the p a r t i e s e n t i t l e d to sha re i n the p r o d u c t i o n f r o m such T r a c t i n the same 22 
m a n n e r , i n the same p r o p o r t i o n s , and upon the same c o n d i t i o n s as they 23 
w o u l d have p a r t i c i p a t e d and s h a r e d i n the p r o d u c t i o n f r o m such T r a c t , o r 24 
i n the p r o c e e d s t h e r e o f , h a d t h i s a g r e e m e n t not been e n t e r e d i n t o 3 and 25 
w i t h the s ame l e g a l e f f e c t . 26 

6, 2 . 1 I f the a m o u n t of p r o d u c t i o n o r the p roceeds t h e r e o f 27 
a c c r u i n g to any R o y a l t y O w n e r i n a T r a c t depends upon the 28 
a v e r a g e p r o d u c t i o n per w e l l o r the a v e r a g e p i p e l i n e r u n s pe r 29 
w e l l f r o m such T r a c t d u r i n g any p e r i o d of t i m e , t hen such 30 
p r o d u c t i o n s h a l l be d e t e r m i n e d f r o m and a f t e r the e f f e c t i v e date 31 
h e r e o f by d i v i d i n g the q u a n t i t y of U n i t i z e d Substances a l l o c a t e d 32 
h e r e u n d e r t o such T r a c t d u r i n g such p e r i o d of t i m e by the 33 
n u m b e r of w e l l s l o c a t e d t h e r e o n capable of p r o d u c i n g as of the 34 
e f f e c t i v e date h e r e o f . 35 

6. 2 . 2 I f any O i l and Gas R i g h t s i n a T r a c t h e r e a f t e r 36 
b e c o m e d i v i d e d and owned i n s e v e r a l t y as to d i f f e r e n t p a r t s 37 
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of the T r a c t , the o w n e r s of the d i v i d e d i n t e r e s t s , i n the absence of an 1 
a g r e e m e n t p r o v i d i n g f o r a d i f f e r e n t d i v i s i o n , s h a l l sha re i n the U n i t i z e d 2 
Substances a l l o c a t e d to the T r a c t , o r m the p roceeds t h e r e o f , i n p r o p o r - 3 
t i o n to the s u r f a c e ac reage of t h e i r r e s p e c t i v e p a r t s of the T r a c t , 4 

6. 3 T a k i n g U n i t i z e d Substances i n K i n d , T h e U n i t i z e d Substances 5 
a l l o c a t e d to each T r a c t s h a l l be d e l i v e r e d i n k i n d to the r e s p e c t i v e p a r t i e s 6 
e n t i t l e d t h e r e t o by v i r t u e of the o w n e r s h i p of O i l and Gas R i g h t s t h e r e i n o r 7 
by p u r c h a s e f r o m such o w n e r s . Such p a r t i e s s h a l l have the r i g h t to c o n - 8 
s t r u c t , m a i n t a i n , and ope ra t e w i t h i n the U n i t A r e a a l l n e c e s s a r y f a c i l i t i e s 9 
f o r tha t p u r p o s e , p r o v i d e d tha t t hey a r e so c o n s t r u c t e d , m a i n t a m e d s i n d 10 
o p e r a t e d as not to i n t e r f e r e w i t h U n i t O p e r a t i o n s , A n y e x t r a e x p e n d i t u r e s 11 
i n c u r r e d by U n i t O p e r a t o r by r e a s o n of the d e l i v e r y i n k i n d of any p o r t i o n 12 
of the U n i t i z e d Substances s h a l l be bo rne by the r e c e i v i n g p a r t y . I f a 13 
R o y a l t y O w n e r has the r i g h t to take i n k i n d a sha re of U n i t i z e d Substances 14 
and f a i l s to do so, the W o r k i n g I n t e r e s t O w n e r whose W o r k i n g I n t e r e s t i s 15 
s u b j e c t to such R o y a l t y I n t e r e s t s h a l l be e n t i t l e d to t ake i n k i n d such sha re 16 
of the U n i t i z e d Subs tances , 17 

6 . 4 F a i l u r e to T a k e i n K i n d , I f any p a r t y f a i l s to take i n k i n d o r 18 
s e p a r a t e l y d i spose of i t s sha re of U n i t i z e d Subs tances , U n i t O p e r a t o r s h a l l 19 
have the r i g h t , f o r the t i m e be ing and s u b j e c t to r e v o c a t i o n at w i l l by the 20 
p a r t y owning the s h a r e , to p u r c h a s e f o r i t s own account o r s e l l to o t h e r s 21 
such s h a r e ; p r o v i d e d tha t , a l l c o n t r a c t s of sale by U n i t O p e r a t o r of any 22 
o t h e r p a r t y ' s sha re of U n i t i z e d Substances s h a l l be o n l y f o r &uch r e a s o n - 23 
able p e r i o d s of t i m e as a r e c o n s i s t e n t w i t h the m i n i m u m needs of the 24 
i n d u s t r y under the c i r c u m s t a n c e s , but i n no event s h a l l any such c o n t r a c t 25 
be f o r a p e r i o d i n excess of one y e a r . N o t w i t h s t a n d i n g the f o r e g o i n g , 26 
U n i t O p e r a t o r s h a l l not m a k e a sale i n t o i n t e r s t a t e c o m m e r c e of any o the r 27 
W o r k i n g I n t e r e s t O w n e r ' s sha re of gas p r o d u c t i o n w i t h o u t f i r s t g i v i n g such 28 
o the r W o r k i n g I n t e r e s t O w n e r s i x t y (60) d a y s ' n o t i c e of such i n t e n d e d sa l e . 29 
The p r oc e e ds of the U n i t i z e d Substances so d i s p o s e d of by U n i t O p e r a t o r 30 
s h a l l be p a i d to the W o r k i n g I n t e r e s t O w n e r s f o r d i s t r i b u t i o n to the p a r t i e s 31 
e n t i t l e d t h e r e t o , 32 

6 .5 R e s p o n s i b i l i t y f o r R o y a l t y S e t t l e m e n t s , A n y p a r t y r e c e i v i n g 33 
i n k i n d o r s e p a r a t e l y d i s p o s i n g of a l l o r p a r t of the U n i t i z e d Substar.ces 34 
a l l o c a t e d to any T r a c t o r r e c e i v i n g the p roceeds t h e r e f r o m s h a l l be 35 
r e s p o n s i b l e f o r the p a y m e n t t h e r e o f to the p e r s o n s e n t i t l e d t h e r e t o , and 36 
s h a l l i n d e m n i f y a l l p a r t i e s h e r e t o , i n c l u d i n g U n i t O p e r a t o r , aga ins t any 37 
l i a b i l i t y f o r a l l r o y a l t i e s , o v e r r i d i n g r o y a l t i e s , p r o d u c t i o n p a y m e n t s , and 38 
a l l o t h e r p a y m e n t s c h a r g e a b l e aga ins t o r payable out of such U n i t i z e d 39 
Substances o r the p roceeds t h e r e f r o m . 40 

- 8 -



U n i t A g r e e m e n t , A t o k a San A n d r e s U n i t , E d d y Coun ty , New M e x i c o 

606 R o y a l t y on O u t s i d e Subs tances . I f any Ou t s ide Substance 1 
c o n s i s t i n g of n a t u r a l gases i s i n j e c t e d i n t o the U n i t i z e d F o r m a t i o n , f i f t y 2 
p e r c e n t (50%) of any l i k e subs tance c o n t a i n e d i n U n i t i z e d Substances 3 
subsequen t ly p r o d u c e d and s o l d , o r used f o r o the r t han U n i t O p e r a t i o n s , 4 
s h a l l be d e e m e d to be the O u t s i d e Substance so i n j e c t e d u n t i l the t o t a l 5 
v o l u m e t h e r e o f equals the t o t a l v o l u m e of such O u t s i d e Substance so 6 
i n j e c t e d , and no p a y m e n t s s h a l l be due o r payable to R o y a l t y O w n e r s on 7 
s a i d f i f t y p e r c e n t (50%). I f the O u t s i d e Substances i n j e c t e d be l i q u e f i e d 8 

p e t r o l e u m gases , o r o t h e r l i q u i d h y d r o c a r b o n s , as d i s t i n g u i s h e d f r o m 9 
n a t u r a l gases p r i o r t o i n j e c t i o n , the W o r k i n g I n t e r e s t O w n e r s s h a l l have 10 
the r i g h t , b e g i n n i n g one (1) y e a r a f t e r i n j e c t i o n o f such l i q u e f i e d p e t r o l e u m 11 
gases i s c o m m e n c e d , to r e c o v e r a l l such i n j e c t e d h y d r o c a r b o n s w i t h o u t 12 
p a y m e n t of r o y a l t y ; and , to p r o v i d e a r e a s o n a b l e and p r a c t i c a l bas i s of 13 
a c c o u n t i n g f o r the s ame , i t i s a g r e e d tha t t e n p e r c e n t (10%) of the U n i t i z e d 14 
Substances p r o d u c e d and s o l d f r o m the U n i t i z e d F o r m a t i o n s h a l l be 15 
d e e m e d to be O u t s i d e Substances u n t i l the aggrega te va lue of s a i d t en 16 
p e r c e n t (10%) of s a i d U n i t i z e d Subs tances equals the e n t i r e a c c u m u l a t e d 17 
cos t t o the W o r k i n g I n t e r e s t O w n e r s of such Ou t s ide Substances and such 18 
t e n p e r c e n t (10%) w i l l be i n a d d i t i o n to tha t w h i c h i s be ing r e c o v e r e d f o r 19 
n a t u r a l gases as h e r e i n a b o v e p r o v i d e d i f bo th l i q u e f i e d p e t r o l e u m gas o r 20 
o t h e r h y d r o c a r b o n s and n a t u r a l gases a r e i n j e c t e d . 21 

A R T I C L E 7 22 

P R O D U C T I O N AS O F T H E E F F E C T I V E D A T E 23 

7. 1 O i l i n L e a s e T a n k s . U n i t O p e r a t o r s h a l l gauge a l l l ease and 24 
o t h e r t anks w i t h i n the U n i t A r e a to a s c e r t a i n the a m o u n t of m e r c h a n t a b l e 25 
o i l p r o d u c e d f r o m the U n i t i z e d F o r m a t i o n i n such t a n k s , above the pipe 26 
l i n e c o n n e c t i o n s , as of 7 i00 a . m . on the e f f e c t i v e date h e r e o f . The o i l 27 
t ha t i s a p a r t of the p r i o r a l l o w a b l e of the w e l l s f r o m w h i c h i t was p r o - 28 
duced s h a l l r e m a i n the p r o p e r t y of the p a r t i e s e n t i t l e d t h e r e t o the same 29 
as i f the U n i t h a d not been f o r m e d . A n y such o i l not p r o m p t l y r e m o v e d 30 
m a y be s o l d by the U n i t O p e r a t o r f o r the account of the p a r t i e s e n t i t l e d 31 
t h e r e t o , s u b j e c t t o the p a y m e n t s of a l l r o y a l t i e s , o v e r r i d i n g r o y a l t i e s , 32 
p r o d u c t i o n p a y m e n t s , and a l l o t h e r p a y m e n t s unde r the p r o v i s i o n s 33 
of the a p p l i c a b l e l ease o r o the r c o n t r a c t s . T h e c i l tha t i s i n excess of 34 
the p r i o r a l l o w a b l e of the w e l l s f r o m w h i c h i t was p r o d u c e d s h a l l be 35 
r e g a r d e d as U n i t i z e d Substances p r o d u c e d a f t e r e f f e c t i v e date h e r e o f . 36 

7 . 2 O v e r p r o d u c t i o n . I f s as of the e f f e c t i v e date h e r e o f , any 37 
T r a c t i s o v e r p r o d u c e d w i t h r e s p e c t to the a l l o w a b l e of the w e l l s on tha t 38 
T r a c t and the a m o u n t of o v e r p r o d u c t i o n has been s o l d o r o t h e r w i s e d i s - 39 
posed of , such o v e r p r o d u c t i o n s h a l l be r e g a r d e d as a p a r t of the U n i t i z e d 40 
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Substances p r o d u c e d a f t e r the e f f e c t i v e date h e r e o f and s h a l l be c h a r g e d 1 
to such T r a c t as h a v i n g been d e l i v e r e d to the p a r t i e s e n t i t l e d to U n i t i z e d 2 
Substances a l l o c a t e d to such T r a c t . 3 

A R T I C L E 8 4 

USE OR LOSS O F U N I T I Z E D S U B S T A N C E S 5 

8. 1 Use of U n i t i z e d Subs tances . W o r k i n g I n t e r e s t O w n e r s m a y 6 
use as m u c h of the U n i t i z e d Substances as they d e e m n e c e s s a r y f o r U n i t 7 
O p e r a t i o n s , i n c l u d i n g but not l i m i t e d to the i n j e c t i o n t h e r e o f i n to the 8 
U n i t i z e d F o r m a t i o n . 9 

8 .2 R o y a l t y P a y m e n t s . No r o y a l t y , o v e r r i d i n g r o y a l t y , p r o d u c t i o n 10 
o r o t h e r p a y m e n t s s h a l l be payable upon , o r w i t h r e s p e c t t o , U n i t i z e d Sub- 1 1 
s tances u sed o r c o n s u m e d i n U n i t O p e r a t i o n s , o r w h i c h o t h e r w i s e m a y be 12 
l o s t o r c o n s u m e d i n the p r o d u c t i o n , h a n d l i n g , t r e a t i n g , t r a n s p o r t a t i o n , o r 13 
s t o r i n g of U n i t i z e d Subs tances . 14 

A R T I C L E 9 15 

T R A C T S T O B E I N C L U D E D I N U N I T 16 

9. 1 Q u a l i f i c a t i o n of T r a c t s . On and a f t e r the e f f e c t i v e date 17 
h e r e o f and u n t i l the e n l a r g e m e n t o r r e d u c t i o n t h e r e o f , the U n i t A r e a s h a l l 18 
be c o m p o s e d of the T r a c t s l i s t e d i n E x h i b i t A t ha t c o r n e r o r have a c o m - 19 
m o n b o u n d a r y ( T r a c t s s e p a r a t e d o n l y by a p u b l i c h i g h w a y o r a r a i l r o a d 20 
r i g h t of w a y s h a l l be c o n s i d e r e d to have a c o m m o n b o u n d a r y ) , and tha t 21 
o t h e r w i s e q u a l i f y as f o l l o w s : 22 

9. 1. 1 E a c h T r a c t as to w h i c h W o r k i n g I n t e r e s t 23 
O w n e r s owning one h u n d r e d p e r c e n t (100%) of the W o r k i n g 24 
I n t e r e s t have b e c o m e p a r t i e s to t h i s a g r e e m e n t and as to w h i c h 25 
R o y a l t y O w n e r s o w n i n g s e v e n t y - f i v e p e r c e n t (75%) o r m o r e of 26 
the R o y a l t y I n t e r e s t have become p a r t i e s to t h i s a g r e e m e n t , 27 

9. 1. 2 E a c h T r a c t as to w h i c h W o r k i n g I n t e r e s t O w n e r s 28 
owning one h u n d r e d p e r c e n t (100%) of the W o r k i n g I n t e r e s t have 29 
become p a r t i e s to t h i s a g r e e m e n t , and as to w h i c h R o y a l t y O w n e r s 30 
o w n i n g l ess than s e v e n t y - f i v e p e r c e n t (75%) of the R o y a l t y I n t e r e s t 31 
have become p a r t i e s to t h i s a g r e e m e n t , and as to w h i c h the W o r k i n g 32 
I n t e r e s t O w n e r s i n such T r a c t have execu ted and d e l i v e r e d an 33 
i n d e m n i t y a g r e e m e n t i n d e m n i f y i n g and a g r e e i n g to h o l d h a r m l e s s 34 
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the o t h e r W o r k i n g I n t e r e s t O w n e r s i n the U n i t A r ea p t h e i r s u c c e s s o r s 1 
and a s s i g n s aga in s t a p o r t i o n of a l l c l a i m s and demands tha t m a y 2 
be m a d e by n o n s u b s c r i b i n g o w n e r s of R o y a l t y I n t e r e s t i n such 3 
T r a c t on accoun t of the i n c l u s i o n of the T r a c t i n the U n i t A r e a , 4 
T h e p o r t i o n of such c l a i m s and demands c o v e r e d by the i n d e m n i t y 5 
s h a l l , as t o each such T r a c t , be the f r a c t i o n t h e r e o f i n w h i c h the 6 

n u m e r a t o r i s the d i f f e r e n c e b e t w e e n the p e r c e n t a g e of the R o y a l t y 7 
I n t e r e s t s i g n e d and s e v e n t y - f i v e p e r c e n t (75%) of the R o y a l t y 8 
I n t e r e s t i n the T r a c t ; and the d e n o m i n a t o r i s the d i f f e r e n c e 9 
b e t w e e n the p e r c e n t a g e of the R o y a l t y I n t e r e s t s igned and one 10 
h u n d r e d p e r c e n t (100%) of the R o y a l t y I n t e r e s t i n the T r a c t , , 11 

9» 1.3 E a c h T r a c t as to w h i c h W o r k i n g I n t e r e s t O w n e r s 12 
o w n i n g l e s s t h a n one h u n d r e d p e r c e n t (100%) of the W o r k i n g 13 
I n t e r e s t have b e c o m e p a r t i e s tc t h i s a g r e e m e n t ; and R o y a l t y 14 
O w n e r s o w n i n g s e v e n t y - f i v e p e r c e n t (75%) o r m o r e of the R o y a l t y 15 
I n t e r e s t have b e c o m e p a r t i e s to t h i s agreements o r the i n d e m n i t y 16 
w i t h r e f e r e n c e to the c l a i m s of n o n s u b s c r i b i n g o w n e r s of R o y a l t y 17 
I n t e r e s t i n such T r a c t i s g i v e n u n d e r the p r o v i s i o n s of Sec t i on 18 

9 . 1 . 2 ; and as to w h i c h (a) the W o r k i n g I n t e r e s t O w n e r who ope ra t e s 19 
the T r a c t and a l l of the o t h e r W o r k i n g I n t e r e s t O w n e r s i n such 20 

T r a c t w h o have b e c o m e p a r t i e s to t h i s a g r e e m e n t have j o i n e d i n 21 
a r e q u e s t f o r i n c l u s i o n of such T r a c t i n the U n i t A r e a , and have 22 
e x e c u t e d and d e l i v e r e d an i n d e m n i t y a g r e e m e n t i n d e m n i f y i n g and 2 3 
a g r e e i n g to h o l d h a r m l e s s the o t h e r W o r k i n g I n t e r e s t O w n e r s i n 24 
the U n i t A r e a , t h e i r s u c c e s s o r s and assigns,, aga ins t a l l c l a i m s 25 
and demands tha t m a y be m a d e by the o w n e r s of W o r k i n g I n t e r e s t 26 
i n such T r a c t w h o a r e not p a r t i e s to t h i s a g r e e m e n t and w h i c h 27 
a r i s e out of the i n c l u s i o n of the T r a c t i n the U i .< A r e a ; and as to 28 
w h i c h (b) e i g h t y p e r c e n t (80%) of the c o m b i n e d v o t i n g i n t e r e s t of 29 
the W o r k i n g I n t e r e s t O w n e r s i n a l l T r a c t s tha t m e e t the r e q u i r e - 30 
m e n t s of Sec t ions 9 . 1 . 1 and 9. 1. 2 have v o t e d i n f a v o r of the 31 
i n c l u s i o n of such T r a c t and to accept the i n d e m n i t y a g r e e m e n t . 32 
F o r the p u r p o s e s of t h i s S e c t i o n 9. 1» 3, the v o t i n g i n t e r e s t of 33 
each W o r k i n g I n t e r e s t O w n e r s h a l l be equa l to the r a t i o that i t s 34 
Phase I U n i t P a r t i c i p a t i o n a t t r i b u t a b l e to T r a c t s tha t q u a l i f y 35 
u n d e r Sec t ions 9 - 1 . 1 and 9. 1. 2 b e a r s to the T o t a l Phase I U n i t 36 
P a r t i c i p a t i o n of a l l W o r k i n g In teres t : O w n e r s a t t r i b u t a b l e to a l l 37 
T r a c t s t ha t q u a l i f y u n d e r Sec t ions 9. 1. 1 and 9. 1 .2, Upon the 38 
i n c l u s i o n of such a T r a c t i n the U n i t A r e a , the U n i t P a r t i c i p a t i o n 39 
tha t w o u l d have been a t t r i b u t e d to the n o n s u b s c r i b i n g o w n e r s of 40 
the W o r k i n g I n t e r e s t i n such T r a c t , had they b e c o m e p a r t i e s to 41 
t h i s a g r e e m e n t and the U n i t O p e r a t i n g A g r e e m e n t , s h a l l be 42 
a t t r i b u t e d t o the W o r k i n g I n t e r e s t O w n e r s i n such T r a c t who 43 
have b e c o m e p a r t i e s t o such a g r e e m e n t s , i n p r o p o r t i o n to t h e i r 44 
r e s p e c t i v e W o r k i n g I n t e r e s t s i n the T r a c t . 45 
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9. 2 Subsequent C o m m i t m e n t of I n t e r e s t to U n i t , A f t e r the 1 
e f f e c t i v e date of t h i s a g r e e m e n t , t h e c o m m i t m e n t of any i n t e r e s t i n any 2 
T r a c t w i t h i n the U n i t A r e a s h a l l be upon such t e r m s as m a y be n e g o t i a t e d 3 
by W o r k i n g I n t e r e s t O w n e r s and the o w n e r of such i n t e r e s t ; p r o v i d e d , 4 
h o w e v e r , any f o r m e r l y c o m m i t t e d i n t e r e s t as t o w h i c h t i t l e has f a i l e d m a y 5 
be r e c o m m i t t e d by the r i g h t f u l o w n e r on i t s f o r m e r bas i s of p a r t i c i p a t i o n , 6 
as p r o v i d e d i n S e c t i o n 10, 1 h e r e o f . 7 

9. 3 A c q u i s i t i o n of U n c o m m i t t e d I n t e r e s t . I n the event any p a r t y 8 
bound by t h i s a g r e e m e n t a c q u i r e s an u n c o m m i t t e d i n t e r e s t i n any T r a c t 9 
i n c l u d e d w i t h i n the U n i t A r e a , such i n t e r e s t upon be ing so a c q u i r e d s h a l l , 10 
upon a p p r o v a l by the W o r k i n g I n t e r e s t O w n e r s , be s u b j e c t t o t h i s a g r e e - 11 
m e n t and , w h e r e the i n t e r e s t a c q u i r e d i s a W o r k i n g I n t e r e s t , s h a l l a l s o 12 
be sub j ec t to the U n i t O p e r a t i n g A g r e e m e n t . 13 

9 . 4 R e v i s i o n o f E x h i b i t s . I f any of the T r a c t s d e s c r i b e d i n 14 
E x h i b i t A f a i l to q u a l i f y f o r i n c l u s i o n i n the U n i t A r e a , U n i t O p e r a t o r 15 
s h a l l r e c o m p u t e , u s i n g the o r i g i n a l ba s i s of c o m p u t a t i o n , the T r a c t 16 
P a r t i c i p a t i o n of each of the q u a l i f y i n g T r a c t s , and s h a l l r e v i s e E x h i b i t s 17 
A and B a c c o r d i n g l y . T h e r e v i s e d e x h i b i t s s h a l l be e f f e c t i v e as of the 18 
e f f e c t i v e date h e r e o f . I f r e v i s i o n i s e f f e c t e d as p r o v i d e d i n t h i s s e c t i o n , 19 
the 1, 000, 000 b a r r e l s r e f e r r e d to i n Sec t ions 5. 1. 1 and 5 . 1 . 2 h e r e o f 20 
s h a l l be r e d u c e d by an a m o u n t equa l t o the p r o d u c t of 1, 000, 000 b a r r e l s 21 
and the Phase I P a r t i c i p a t i o n as shown i n E x h i b i t A of such n o n - q u a l i f y i n g 22 
T r a c t . 23 

A R T I C L E 10 24 

T I T L E S 25 

10. 1 R e m o v a l of T r a c t f r o m U n i t A r e a . I f a T r a c t ceases to 26 
have s u f f i c i e n t W o r k i n g I n t e r e s t O w n e r s o r R o y a l t y O w n e r s c o m m i t t e d 27 
to t h i s a g r e e m e n t to m e e t the c o n d i t i o n s of A r t i c l e 9 because of f a i l u r e 28 
of t i t l e of any p a r t y h e r e t o , such T r a c t s h a l l be r e m o v e d f r o m the U n i t 29 
A r e a e f f e c t i v e as of the f i r s t day of the c a l e n d a r m o n t h i n w h i c h the 30 
f a i l u r e of t i t l e i s f i n a l l y d e t e r m i n e d ; h o w e v e r , the T r a c t s h a l l not be 31 
r e m o v e d f r o m the U n i t A r e a i f , w i t h i n n i n e t y (90) days of the date of 32 
f i n a l d e t e r m i n a t i o n of the f a i l u r e of t i t l e , the T r a c t r e q u a l i f i e s u n d e r 33 
a S e c t i o n of A r t i c l e 9. I f a T r a c t shou ld be r e m o v e d as p r o v i d e d i n 34 
t h i s s e c t i o n w h i l e Phase I P a r t i c i p a t i o n s as shown i n E x h i b i t A a r e i n 35 
e f f e c t , the 1, 000, 000 b a r r e l s of c u m u l a t i v e o i l r e f e r r e d to i n Sec t ions 36 
5. 1. 1 and 5. 1.2, o r as a d j u s t e d p u r s u a n t to S e c t i o n 9 . 4 h e r e o f , s h a l l 37 
be r e d u c e d by an a m o u n t equa l to the p r o d u c t of the r e m a i n i n g b a r r e l s 38 
of o i l to be p r o d u c e d unde r Phase I and the Phase I P a r t i c i p a t i o n as 39 
shown i n E x h i b i t A of such T r a c t r e m o v e d f r o m the U n i t A r e a . 40 
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10 .2 R e v i s i o n of E x h i b i t s . I f a T r a c t i s r e m o v e d f r o m the U n i t 1 
A r e a because of the f a i l u r e of t i t l e , U n i t O p e r a t o r , s u b j e c t to S e c t i o n 5 . 2 , 2 
s h a l l r e c o m p u t e the T r a c t P a r t i c i p a t i o n of each of the T r a c t s r e m a i n i n g 3 

i n the U n i t A r e a and s h a l l r e v i s e E x h i b i t s A and B a c c o r d i n g l y . The 4 
r e v i s e d e x h i b i t s s h a l l be e f f e c t i v e as of the f i r s t day c f the c a l e n d a r m o n t h 5 
i n w h i c h such f a i l u r e of t i t l e i s f i n a l l y d e t e r m i n e d . 6 

10. 3 W o r k i n g I n t e r e s t T i t l e s . I f t i t l e to a W o r k i n g I n t e r e s t f a i l s , 7 
the r i g h t s and o b l i g a t i o n s of W o r k i n g I n t e r e s t O w n e r s by r e a s o n of the 8 
f a i l u r e of t i t l e s h a l l be g o v e r n e d by the U n i t O p e r a t i n g A g r e e m e n t . 9 

1 0 . 4 R o y a l t y O w n e r T i t l e s . I f t i t l e to a R o y a l t y I n t e r e s t f a i l s , but 10 
the T r a c t to w h i c h i t r e l a t e s i s not r e m o v e d f i o m the Uni t A r e a , the p a r t y 11 
whose t i t l e f a i l e d s h a l l not be e n t i t l e d to sha re h e r e u n d e r w i t h r e s p e c t to 12 
such i n t e r e s t . 13 

10 .5 P r o d u c t i o n W h e r e T i t l e i s i n D i s p u t e . I f the t i t l e o r r i g h t of 14 
any p a r t y c l a i m i n g the r i g h t to r e c e i v e i n k i n d a l l o r any p o r t i o n of the 15 
U n i t i z e d Substances a l l o c a t e d to a T r a c t i s i n d i s p u t e , U n i t O p e r a t o r at 16 
the d i s c r e t i o n of W o r k i n g I n t e r e s t O w n e r s s h a l l e i t h e r : 17 

(a) r e q u i r e tha t the p a r t y to w h o m such U n i t i z e d 18 
Substances a r e d e l i v e r e d o r to w h o m the p r oceeds t h e r e o f 19 
a r e p a i d , f u r n i s h s e c u r i t y f o r the p r o p e r a c c o u n t i n g t h e r e f o r 20 
to the r i g h t f u l o w n e r i f t i t l e o r r i g h t of such p a r t y f a i l s i n 21 
w h o l e o r i n p a r t , o r 22 

(b) w i t h h o l d and m a r k e t the p o r t i o n of U n i t i z e d 23 
Substances w i t h r e s p e c t t o w h i c h t i t l e o r r i g h t is m d i s p u t e , 24 
and i m p o u n d the p roceeds t h e r e o f u n t i l such tame as the t i t l e 25 
o r r i g h t t h e r e t o i s e s t a b l i s h e d by a f i n a l j u d g m e n t of a c o u r t 26 
of c o m p e t e n t j u r i s d i c t i o n o r o t h e r w i s e to the s a t i s f a c t i o n of 27 
W o r k i n g I n t e r e s t O w n e r s , w h e r e u p o n the p roceeds so i m p o u n d e d 28 
s h a l l be p a i d to the p a r t y r i g h t f u l l y e n t i t l e d t h e r e t o w i t h o u t 29 
i n t e r e s t . 30 

10 .6 P a y m e n t of T a x e s to P r o t e c t T i t l e , ^ h e o w n e r s of (1) the 31 
s u r f a c e r i g h t s to l ands w i t h i n the Un i t A r e a , (2) the s e v e r e d m i n e r a l o r 32 
R o y a l t y I n t e r e s t s i n the l a n d s , and \3) the i m p r o v e m e n t s not u t i l i z e d f o r 33 
U n i t Opera t ions ; , s h a l l i n d i v i d u a l l y be r e s p o n s i b l e f o r the r e n d i t i o n and 34 
a s s e s s m e n t f o r ad v a l o r e m t ax pu rposes of a l l such p r o p e r t y , and f o r 35 
the p a y m e n t of such t axes , except as o t h e r w i s e p r o v i d e d i n any c o n t r a c t 36 
o r a g r e e m e n t b e t w e e n such o w n e r s and a W o r k i n g I n t e r e s t O w n e r . I f 37 
any ad v a l o r e m taxes a r e not p a i d by such owner r e s p o n s i b l e t h e r e f o r 38 
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w h e n due, U n i t O p e r a t o r m a y , v / i t h a p p r o v a l of W o r k i n g i n t e r e s t O w n e r s , 1 
at any t i m e p r i o r to t ax sa le , o r e x p i r a t i o n of p e r i o d of r e d e m p t i o n a f t e r 2 
t ax sa le , pay the same , r e d e e m such p r o p e r t y , and d i s c h a r g e such t ax 3 

l i e n s as m a y a r i s e t h r o u g h n o n - p a y m e n t . A n y such p a y m e n t s h a l l be 4 

t r e a t e d as an i t e m of U n i t E x p e n s e , U n i t O p e r a t o r s h a l l ; i f p o s s i b l e . 5 
w i t h h o l d f r o m any p roc e e ds d e r i v e d f r o m the sa le of U n s i z e d Substances 6 
o t h e r w i s e due to any d e l i n q u e n t t a x p a y e r o r t a x p a y e r s an amount s u f f i c i e n t 7 
to d e f r a y the cos ts of such p a y m e n t o r r e d e m p t i o n , such w i t h h o l d i n g to be 8 
c r e d i t e d to the j o i n t a ccoun t . Such w i t h h o l d i n g s h a l l b^ w i t h o u t p r e j u d i c e 9 
to any o the r r e m e d y , e i t h e r at l a w o r at equ i ty , w h i c h m a y be a v a i l a b l e 10 
f o r e x e r c i s e by the U n i t O p e r a t o r o r by the W o r k i n g In t e rns 4 ' O w n e r s , 11 

A R T I C L E 11 12 

E A S E M E N T S OR USE O F S U R F A C E 13 

1 1 . 1 G r a n t of E a s e m e n t s . The p a r t i e s h e r e t o , to the ex ten t of 14 
t h e i r r i g h t s and i n t e r e s t s , h e r e b y g r a n t to W o r k i n g I n t e r e s t O w n e r s the 15 
r i g h t t o use as m u c h of the-*surface of the l a n d w i t h i n the U n i t A r e a as 16 
m a y r e a s o n a b l y be n e c e s s a r y f o r U n i t O p e r a t i o n s ; p r o v i d e d tha t , n o t h i n g 17 
h e r e i n s h a l l be c o n s t r u e d as l e a s i n g o r o t h e r w i s e c o n v e y i n g to W o r k i n g 18 
I n t e r e s t O w n e r s a s i t e f o r a w a t e r , gas i n j e c t i o n , p r o c e s s i n g o r o the r 19 
p lan t , o r c a m p s i t e , 20 

11 .2 Use of W a t e r . W o r k i n g I n t e r e s t O w n e r s s h a l l have f r e e 21 
use of w a t e r f r o m the U n i t A r e a f o r U n i t O p e r a t i o n s except tha t the use 22 
of f r e s h w a t e r f o r i n j e c t i o n p u r p o s e s s h a l l be g o v e r n e d by separa te 23 
c o n t r a c t s and a g r e e m e n t s made and e n t e r e d i n t o by and be tween U n i t 34 
O p e r a t o r and the o w n e r o r o w n e r s of w a t e r r i g h t s s u b j e c t , h o w e v e r s to 35 
a p p r o v a l by the State E n g i n e e r . N o t h i n g h e r e i n con t a ined s h a i i be c o n - 36 
s t r u e d as a r e l i n q u i s h m e n t by the W o r k i n g In teres t . O w n e r s cf any r i g h t s 37 
g r a n t e d to t h e m under the p r o v i s i o n s o f the v a r i o u s leases . c v e r m g the 38 
r e s p e c t i v e t r a c t s i n s o f a r as t hey p e r t a i n to the use of w a t e r . 39 

11 .3 S u r f a c e D a m a g e s . W o r k i n g In teres t . O w n e r s s h a l l pay the 40 
o w n e r f o r damages to g r o w i n g c r o p s , t i m b e r , f e n c e s , i m p r o v e m e n t s , 41 
and s t r u c t u r e s on the U n i t A r e a tha t r e s u l t f r o m U n i t O p e r a t i o n s , 42 

A R T I C L E 12 43 

E N L A R G E M E N T S O F U N I T A R E A 44 

12. 1 E n l a r g e m e n t s of U n i t A r e a , T h e U n i t A r e a m a y be 45 
e n l a r g e d to i n c l u d e ac reage r e a s o n a b l y p r o v e d to be p r o d u c t i v e of 46 
U n i t i z e d Subs tances , upon such t e r m s as m a y be d e t e r m i n e d by W o r k i n g 47 
I n t e r e s t O w n e r s , i n c l u d i n g but not l i m i t e d t o . the f o l l o w i n g ' 48 
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12. 1 . 1 T h e ac r eage s h a l l q u a l i f y unde r a S e c t i o n 1 

of A r t i c l e 9. 2 

12. 1.2 T h e p a r t i c i p a t i o n to be a l l o c a t e d to the ac reage 3 
s h a l l be r e a s o n a b l e , f a i r , and based on a l l a v a i l a b l e i n f o r m a t i o n . 4 

12. 1.3 T h e r e s h a l l be no r e t r o a c t i v e a l l o c a t i o n o r 5 
a d j u s t m e n t o f U n i t Expense o r of i n t e r e s t s i n the U n i t i z e d 6 
Subs tances p r o d u c e d , o r p r oceeds t h e r e o f ; however , , t h i s 7 
l i m i t a t i o n s h a l l not p r e v e n t an a d j u s t m e n t of i n v e s t m e n t , 8 
i n c l u d i n g i n t a n g i b l e i n v e s t m e n t , by r e a s o n of the e n l a r g e m e n t . g 

12 .2 D e t e r m i n a t i o n of T r a c t P a r t i c i p a t i o n . U n i t O p e r a t o r , 10 
s u b j e c t t o S e c t i o n 5 . 2 , s h a l l d e t e r m i n e the T r a c t P a r t i c i p a t i o n of each 11 
T r a c t w i t h i n the U n i t A r e a as e n l a r g e d , and s h a l l r e v i s e E x h i b i t s A and 12 
B a c c o r d i n g l y . 13 

12. 3 E f f e c t i v e D a t e . T h e e f f e c t i v e date of any e n l a r g e m e n t of 14 
the U n i t A r e a s h a l l be 7s00 a . m . on the f i r s t day of the c a l e n d a r m o n t h 15 
f o l l o w i n g c o m p l i a n c e w i t h c o n d i t i o n s f o r e n l a r g e m e n t as s p e c i f i e d by 16 
W o r k i n g I n t e r e s t O w n e r s , a p p r o v a l of the e n l a r g e m e n t by the a p p r o p r i a t e 17 
g o v e r n m e n t a l a u t h o r i t y , i f r e q u i r e d , and the f i l i n g f o r r e c o r d of r e v i s e d 18 
E x h i b i t s A and B i n the r e c o r d s of the Coun ty i n w h i c h t h i s a g r e e m e n t i s 19 
r e c o r d e d . 20 

A R T I C L E 13 21 

C H A N G E O F T I T L E 22 

13. 1 Covenan t R u n n i n g W i t h The L a n d . T h i s a g r e e m e n t s h a l l 23 
ex tend t o , be b i n d i n g upon , and i n u r e to the b e n e f i t o f , the r e s p e c t i v e 24 
h e i r s , d e v i s e e s , l e g a l r e p r e s e n t a t i v e s , s u c c e s s o r s , and a s s igns of the 25 
p a r t i e s h e r e t o , and s h a l l c o n s t i t u t e a covenant r u n n i n g w i t h the l ands , 26 
l ea ses , and i n t e r e s t s c o v e r e d h e r e b y . 27 

13 .2 N o t i c e of T r a n s f e r . A n y conveyance of a l l o r any p a r t of 28 
any i n t e r e s t owned by any p a r t y h e r e t o w i t h r e s p e c t to any T r a c t s h a l l 29 
be m a d e e x p r e s s l y s u b j e c t t o t h i s a g r e e m e n t . No change of t i t l e s h a l l 30 
be b i n d i n g on the U n i t O p e r a t o r , o r u p o n any p a r t y h e r e t o o t h e r t han 31 
the p a r t y so t r a n s f e r r i n g , u n t i l the f i r s t day of the c a l e n d a r m o n t h next 32 
succeed ing the date o f r e c e i p t by U n i t O p e r a t o r o f a pho tocopy o r a 33 
c e r t i f i e d copy of the r e c o r d e d i n s t r u m e n t e v i d e n c i n g such change i n 34 

o w n e r s h i p . 35 
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13.3 W a i v e r of R i g h t s to P a r t i t i o n . E a c h p a r t y h e r e t o covenan ts 1 
tha t , d u r i n g the ex i s t ence of t h i s a g r e e m e n t , i t w i l l not r e s o r t to any 2 
a c t i o n to p a r t i t i o n the U n i t A r e a o r the U n i t E q u i p m e n t , and to tha t ex ten t 3 
w a i v e s the b e n e f i t s of a l l l a w s a u t h o r i z i n g such p a r t i t i o n . 4 

A R T I C L E 14 5 

R E L A T I O N S H I P O F P A R T I E S 6 

14. 1 No P a r t n e r s h i p . T h e d u t i e s , o b l i g a t i o n s , and l i a b i l i t i e s of 7 
the p a r t i e s h e r e t o a r e i n t e n d e d to be s e v e r a l and not j o i n t o r c o l l e c t i v e . 8 
T h i s a g r e e m e n t i s not i n t e n d e d to c r e a t e , and s h a l l not be c o n s t r u e d to 9 
c r e a t e , an a s s o c i a t i o n o r t r u s t , o r to i m p o s e a p a r t n e r s h i p du ty , 10 
o b l i g a t i o n , o r l i a b i l i t y w i t h r e g a r d t o any one o r m o r e of the p a r t i e s 11 
h e r e t o . E a c h p a r t y h e r e t o s h a l l be i n d i v i d u a l l y r e s p o n s i b l e f o r i t s o w n 12 
o b l i g a t i o n s as h e r e i n p r o v i d e d . 13 

14. 2 No S h a r i n g of M a r k e t . T h i s a g r e e m e n t i s not i n t e n d e d to 14 
p r o v i d e , and s h a l l not be c o n s t r u e d to p r o v i d e , d i r e c t l y o r i n d i r e c t l y 9 15 
f o r any c o o p e r a t i v e r e f i n i n g , j o i n t sa le , o r m a r k e t i n g of U n i t i z e d Sub- 16 
s t ances . 17 

14. 3 R o y a l t y O w n e r s F r e e of C o s t s . T h i s a g r e e m e n t i s not 18 
i n t e n d e d to i m p o s e , and s h a l l not be c o n s t r u e d to impose,, upon any 19 
R o y a l t y O w n e r any o b l i g a t i o n to pay f o r U n i t Expense un les s such R o y a l t y 20 
O w n e r i s o t h e r w i s e so o b l i g a t e d . 21 

14 .4 I n f o r m a t i o n to R o y a l t y O w n e r s . E a c h R o y a l t y O w n e r s h a l l 22 
be e n t i t l e d to a l l i n f o r m a t i o n i n p o s s e s s i o n of U n i t O p e r a t o r to w h i c h 23 
such R o y a l t y O w n e r i s e n t i t l e d by an e x i s t i n g a g r e e m e n t w i t h any W o r k i n g 24 
I n t e r e s t O w n e r . 25 

A R T I C L E 15 26 

L A W S A N D R E G U L A T I O N S 27 

15. 1 L a w s and R e g u l a t i o n s . T h i s a g r e e m e n t s h a l l be s u b j e c t 28 
to the c o n s e r v a t i o n l a w s of the State of New M e x i c o ; to the v a l i d I U I C S , 29 
r e g u l a t i o n s and o r d e r s of the C o n s e r v a t i o n C o m m i s s i o n of the State of 30 
New M e x i c o ; and to a l l o the r a p p l i c a b l e f ede ra l , , s tate and m u n i c i p a l 31 
l a w s , r u l e s , r e g u l a t i o n s and o r d e r s . 32 

A R T I C L E 16 33 

F O R C E M A J E U R E 34 

16. 1 F o r c e M a j e u r e . A i l o b l i g a t i o n s i m p o s e d by t h i s a g r e e - 35 
m e n t on each p a r t y , except f o r the paymen t of m o n e y , s h a l l be suspended 36 
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w h i l e c o m p l i a n c e i s p r e v e n t e d , i n w h o l e o r i n p a r t , by a s t r i k e , f i r e , w a r , 1 
c i v i l d i s t u r b a n c e , ac t of God ; by f e d e r a l , s t a te , o r m u n i c i p a l l a w s , by any 2 
r u l e , r e g u l a t i o n , o r o r d e r of a g o v e r n m e n t a l agenc y; by i n a b i l i t y t o secure 3 
m a t e r i a l s ; o r by any o t h e r cause of causes beyond r ea sonab le c o n t r o l of 4 
the p a r t y . No p a r t y s h a l l be r e q u i r e d aga ins t i t s w i l l to a d j u s t o r s e t t l e 5 
any l a b o r d i s p u t e . N e i t h e r t h i s a g r e e m e n t n o r any lease o r o the r i n s t r u - 6 
m e n t s u b j e c t h e r e t o s h a l l be t e r m i n a t e d by r e a s o n of suspens ion of U n i t 7 
O p e r a t i o n s due to any one o r m o r e of the causes set f o r t h i n t h i s A r t i c l e . 8 

A R T I C L E 17 9 

E F F E C T I V E D A T E 10 

17. 1 E f f e c t i v e D a t e . T h i s a g r e e m e n t s h a l l become b i n d i n g upon 11 
each p a r t y as of the date such p a r t y s igns the i n s t r u m e n t by w h i c h i t b e - 12 
comes a p a r t y h e r e t o , and, un l e s s sooner t e r m i n a t e d as p r o v i d e d i n 13 
S e c t i o n 1 7 . 3 , s h a l l b e c o m e e f f e c t i v e as to q u a l i f i e d T r a c t s at the t i m e and 14 
date as d e t e r m i n e d by the W o r k i n g I n t e r e s t O w n e r s m a l l the q u a l i f i e d 15 
T r a c t s , and set f o r t h i n a c e r t i f i c a t e f i l e d f o r r e c o r d by U n i t O p e r a t o r 16 
i n E d d y Coun ty , New M e x i c o . T h e c e r t i f i c a t e s h a l l not be f i l e d u n t i l 17 
a f t e r the f o l l o w i n g r e q u i r e m e n t s have been m e t : 18 

17. 1. 1 T r a c t s c o m p r i s i n g e i g h t y - f i v e p e r c e n t (85%) o r 19 
m o r e of the U n i t A r e a as shown on the o r i g i n a l E x h i b i t B have 20 
q u a l i f i e d under the p r o v i s i o n s of A r t i c l e 9 or l e ss than such 21 
n u m b e r of T r a c t s has so q u a l i f i e d and a l e s s e r un i t has been 22 
f o r m e d p u r s u a n t t o the t e r m s and p r o v i s i o n s of Sec t ion 17. 2 . 23 

17. 1.2 A t l e a s t one c o u n t e r p a r t of t h i s a g r e e m e n t and 24 
of any a g r e e m e n t to f o r m a l e s s e r un i t e n t e r e d i n to i n a c c o r d a n c e 25 
w i t h S e c t i o n 17 .2 has been f i l e d f o r r e c o r d by Uni t O p e r a t o r i n 26 
E d d y Coun ty , New M e x i c o . 27 

17. 1 . 3 T h i s a g r e e m e n t has been a p p r o v e d by the 28 
a p p r o p r i a t e g o v e r n m e n t a l a u t h o r i t y i f r e q u i r e d , 29 

17 .2 E l e c t i o n to Reduce Un i t A r e a P r i o r to E f f e c t i v e Da t e . I f 30 
T r a c t s r e p r e s e n t i n g l e s s t h a n e i g h t y - f i v e pe rcen t (85%) of the U n i t A r e a 31 

as o u t l i n e d on o r i g i n a l E x h i b i t B q u a l i f y i n a c c o r d a n c e w i t h A r t i c l e 9, 32 
t h e n W o r k i n g I n t e r e s t O w n e r s i n the T r a c t s w h i c h q u a l i f y m a y e lec t to 3 3 
f o r m a l e s s e r u n i t c o m p o s e d of such T r a c t s r e p r e s e n t i n g le?s than 34 
e i g h t y - f i v e p r e c e n t (85%) of the U n i t A r e a by an a f f i r m a t i v e vote of 35 
W o r k i n g I n t e r e s t O w n e r s o w n i n g a c o m b i n e d Phase I U n i t P a r t i c i p a t i o n 36 
of at l e a s t n i n e t y p e r c e n t (90%) i n the q u a l i f y i n g T r a c t s , T h e e l e c t i o n to 37 
f o r m a l e s s e r u n i t s h a l l be ev idenced by a w r i t t e n a g r e e m e n t be tween the 38 
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U n i t A g r e e m e n t , A t o k a San A n d r e s U n i t , E d d y County , New M e x i c o 

W o r k i n g I n t e r e s t O w n e r s so e l e c t i n g , w h i c h a g r e e m e n t s h a l l des igna te the 1 
lands to be i n c l u d e d i n such l e s s e r U n i t A r e a and s h a l l p r o v i d e that t h i s 2 
U n i t A g r e e m e n t s h a l l be e f f e c t i v e as to such l e s s e r U n i t A r e a upon c o m - 3 
p l i a n c e w i t h the p r o v i s i o n s of S e c t i o n 17. 1. W o r k i n g I n t e r e s t O w n e r s so 4 
j o i n i n g t h e r e i n s h a l l r e v i s e E x h i b i t s A and B to c o n f o r m to such l e s s e r 5 
U n i t A r e a so f o r m e d , 6 

17. 3 Ipso F a c t o T e r m i n a t i o n . I f the r e q u i r e m e n t s of Sec t i on 7 
17. 1 a r e not a c c o m p l i s h e d on o r b e f o r e F e b r u a r y 1, 1969 s t h i s a g r e e m e n t 8 
s h a l l i p s o f a c t o t e r m i n a t e on tha t date ( h e r e i n a f t e r c a l l e d " t e r m i n a t i o n 9 
da te") and t h e r e a f t e r be of no f u r t h e r e f f e c t , un l e s s p r i o r t h e r e t o W o r k i n g 10 
I n t e r e s t O w n e r s o w n i n g a c o m b i n e d Phase I U n i t P a r t i c i p a t i o n of at l eas t 11 
s e v e n t y - f i v e p e r c e n t (75%) have become p a r t i e s to t h i s a g r e e m e n t and IZ 
seven ty p e r c e n t (70%) of the c o m b i n e d v o t i n g i n t e r e s t of such s i g n a t o r y 13 
p a r t i e s have d e c i d e d to ex tend the t e r m i n a t i o n date f o r a p e r i o d nor to 14 
exceed s ix (6) m o n t h s . I f the t e r m i n a t i o n date i s so ex tended and the 15 
r e q u i r e m e n t s of Sec t ion 17. 1 a r e not a c c o m p l i s h e d on o r b e f o r e the 16 
ex tended t e r m i n a t i o n date , t h i s a g r e e m e n t s h a l l i p so f a c t o t e r m i n a t e 17 
on the ex tended t e r m i n a t i o n date and t h e r e a f t e r be of no f u r t h e r e f f e c t . 18 

A R T I C L E 18 19 

T E R M Z0 

18. 1 T e r m . T h e t e r m of t h i s a g r e e m e n t s h a l l be f o r the t i m e Z I 
tha t U n i t i z e d Substances a r e p r o d u c e d i n pay ing q u a n t i t i e s and as long ZZ 
t h e r e a f t e r as U n i t O p e r a t i o n s a r e conduc ted w i t h o u t a c e s s a t i o n of m o r e 23 
t han n i n e t y (90) c o n s e c u t i v e days , un les s sooner t e r m i n a t e d by W o r k i n g Z4 
I n t e r e s t O w n e r s i n the m a n n e r h e r e i n p r o v i d e d . Z5 

18. Z T e r m i n a t i o n by W o r k i n g In teres t . O w n e r s . T h i s a g r e e m e n t Z6 
m a y be t e r m i n a t e d by W o r k i n g I n t e r e s t O w n e r s hav ing a c o m b i n e d Phase Z7 
I I U n i t P a r t i c i p a t i o n of at l e a s t e igh ty p e r c e n t (80%) w h e n e v e r such Z8 
W o r k i n g I n t e r e s t O w n e r s d e t e r m i n e that Unit. O p e r a t i o n s a r e no l o n g e r Z9 
p r o f i t a b l e o r f e a s i b l e . 30 

18. 3 E f f e c t of T e r m i n a t i o n . Upon t e r m i n a t i o n of t h i s agr eement , 31 
the f u r t h e r d e v e l o p m e n t and o p e r a t i o n of the U n i t i z e d F o r m a t i o n as a U n i t 32 
s h a l l be abandoned, U n i t O p e r a t i o n s s h a l l cease, and t h e r e a f t e r the p a r t i e s 33 

s h a l l be g o v e r n e d by the p r o v i s i o n s of the l eases and o the r i n s t r u m e n t s 34 
a f f e c t i n g the s epa ra t e T r a c t s . 35 

18 .4 Sa lvag ing E q u i p m e n t Upon T e r m i n a t i o n . I f not o t h e r w i s e 36 
g r a n t e d by the leases o r o the r i n s t r u m e n t s a f f e c t i n g each T r a c t u n i t i z e d 37 
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U n i t A g r e e m e n t , A t o k a San A n d r e s U n i t , E d d y Coun ty , New M e x i c o 

u n d e r t h i s a g r e e m e n t , R o y a l t y O w n e r s h e r e b y g r a n t W o r k i n g I n t e r e s t 1 
O w n e r s a p e r i o d of s i x (6) m o n t h s a f t e r the date of t e r m i n a t i o n of t h i s 2 
a g r e e m e n t w i t h i n w h i c h to sa lvage and r e m o v e U n i t E q u i p m e n t . 3 

18 .5 C e r t i f i c a t e o f T e r m i n a t i o n . Upon t e r m i n a t i o n of t h i s 4 

a g r e e m e n t as p r o v i d e d i n e i t h e r S e c t i o n 18. 1 o r S e c t i o n 18 .2 above, the 5 

U n i t O p e r a t o r s h a l l f i l e f o r r e c o r d i n E d d y Coun ty , New M e x i c o , a 6 

c e r t i f i c a t e e v i d e n c i n g such t e r m i n a t i o n . 7 

A R T I C L E 19 8 

E X E C U T I O N 9 

19. 1 O r i g i n a l , C o u n t e r p a r t , o r O t h e r I n s t r u m e n t . A p e r s o n m a y 10 
b e c o m e a p a r t y t o t h i s a g r e e m e n t by s i g n i n g the o r i g i n a l of t h i s i n s t r u m e n t , 11 
a c o u n t e r p a r t t h e r e o f , o r o the r i n s t r u m e n t a g r e e i n g to be bound by the 12 
p r o v i s i o n s h e r e o f . T h e s i g n i n g o f any such i n s t r u m e n t s h a l l have the 13 
s ame e f f e c t as i f a l l the p a r t i e s h a d s i gned the s ame i n s t r u m e n t . 14 

1 9 . 2 J o i n d e r i n D u a l C a p a c i t y . E x e c u t i o n as h e r e i n p r o v i d e d by 15 

any p a r t y as e i t h e r a W o r k i n g I n t e r e s t O w n e r o r a R o y a l t y O w n e r s h a l l 16 
c o m m i t a l l i n t e r e s t s t ha t m a y be owned o r c o n t r o l l e d by such p a r t y . 17 

A R T I C L E 20 18 

C A R V E D - O U T I N T E R E S T 19 

2 0 . 1 C a r v e d - O u t I n t e r e s t Sub jec t t o t h i s A g r e e m e n t . I n the 20 
event any W o r k i n g I n t e r e s t O w n e r s h a l l , a f t e r e x e c u t i n g t h i s a g r e e m e n t , 21 
c r e a t e an o v e r r i d i n g r o y a l t y , p r o d u c t i o n p a y m e n t , net p r o c e e d s , c a r r i e d 22 
i n t e r e s t , o r any o t h e r i n t e r e s t out of i t s W o r k i n g I n t e r e s t t hen sub j ec t to 23 
t h i s a g r e e m e n t , such c a r v e d - o u t i n t e r e s t s h a l l be s u b j e c t t o the t e r m s 24 
and p r o v i s i o n s of t h i s a g r e e m e n t , and the U n i t O p e r a t i n g A g r e e m e n t 25 
s p e c i f i c a l l y i n c l u d i n g , but not by w a y of l i m i t a t i o n , S e c t i o n 11 .5 of the 26 

U n i t O p e r a t i n g A g r e e m e n t . I n the event the W o r k i n g I n t e r e s t O w n e r 27 
c r e a t i n g such c a r v e d - o u t i n t e r e s t (a) f a i l s t o pay any costs o r expenses 28 
c h a r g e a b l e t o such W o r k i n g I n t e r e s t O w n e r unde r t h i s a g r e e m e n t o r the 29 
U n i t O p e r a t i n g A g r e e m e n t and the p r o d u c t i o n of U n i t i z e d Substances 30 
a c c r u i n g to the c r e d i t of such W o r k i n g I n t e r e s t O w n e r i s i n s u f f i c i e n t 31 
f o r t ha t p u r p o s e , o r (b) w i t h d r a w s f r o m t h i s a g r e e m e n t u n d e r the t e r m s 32 
and p r o v i s i o n s of A r t i c l e 17 of the U n i t O p e r a t i n g A g r e e m e n t , the c a r v e d - 33 
out i n t e r e s t s h a l l be c h a r g e a b l e w i t h a p r o r a t a p o r t i o n of a l l cos ts and 34 
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Unit A g r e e m e n t , Atoka San A n d r e s Unit, E d d y County, New Mex ico 

expenses i n c u r r e d h e r e u n d e r , the same as though such carved-out 1 
i n t e r e s t w e r e a W o r k i n g I n t e r e s t and U n i t O p e r a t o r s h a l l have the r i g h t 2 

to enforce against such carved-out in teres t the l i en and a l l other rights 3 
granted in Sect ion 11.5 of the Unit Operat ing Agreement for the purpose 4 
of c o l l e c t i n g the cos t s and expenses c h a r g e a b l e to s a i d c a r v e d - o u t i n t e r e s t . 5 

A R T I C L E 21 6 

G E N E R A L 7 

2 1 . 1 A m e n d m e n t s A f f e c t i n g W o r k i n g I n t e r e s t O w n e r s . A m e n d - 8 
m e n t s h e r e t o r e l a t i n g w h o l l y to W o r k i n g I n t e r e s t O w n e r s m a y be made i f 9 
signed by a l l Working Interes t O w n e r s . 10 

21.,2 A c t i o n by W o r k i n g I n t e r e s t O w n e r s . A n y a c t i o n o r appr va 5 l i 
r e q u i r e d by W o r k i n g I n t e r e s t O w n e r s h e r e u n d e r s h a l l be i n a c c o r d a n c e 12 
with the prov i s ions of the Unit Operat ing A g r e e m e n t . ] .-• 

2 1 . 3 L i e n of U n i t O p e r a t o r . U n i t O p e r a t o r s h a l l have a l i e n 1 -4 
upon the interests of Working Interest Owners in the Unit Area to the i :•• 

extent provided in the Unit Operat ing A g r e e m e n t . l c 

I N W I T N E S S W H E R E O F , the p a r t i e s h e r e t o have execu ted th i s 17 
a g r e e m e n t on the date oppos i t e t h e i r r e s p e c t i v e s i g n a t u r e s , 18 

W O R K I N G I N T E R E S T O W N E R S 

K E W A N E E O I L C O M P A N Y Date S igned A T T E S T : 

B y By 
V i c e P r e s i d e n t A s s i s t 
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E X H I B I T A 

TO 

UNIT A G R E E M E N T 
A T O K A SAN ANDRES UNIT 

EDDY COUNTY, NEW M E X I C O 

T r a c t 
No. 

1 

2 

Desc r ip t ion of Acreage Acre s 

Percent 
T r a c t Pa r t i c ipa t ion 

Phase I Phase I I 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

A l l i n T-18S, R-26E 

S/2 SW/4 and N E / 4 SW/4 Section 10 

SE/4 and W / 2 N E / 4 Section 10, 
except the south eight feet of 
W / 2 N E / 4 of said Section 10 

E / 2 N E / 4 and the south eight feet of 
W / 2 N E / 4 Section 10 and N W / 4 and 
W / 2 N E / 4 Section 11 

N / 2 SW/4 Section 11 

S/2 SW/4 Section 11 

N / 2 SE/4 and SE/4 N E / 4 Section 11 
and W / 2 SW/4 Section 12 

S/2 SE/4 Section 11 

NW/4 N W / 4 Section 12 

SW/4 N W / 4 Section 12 

SE/4 N W / 4 Section 12 

E / 2 SW/4 Section 12 

N W / 4 SE/4 Section 12 

S/2 SE/4 Section 12 

N - 2 / 3 N W / 4 and N - 2 / 3 W / 2 N E / 4 
Section 15 

120 0.61607 0.14999 

2 3 9 . 7 6 5 . 2 6 0 9 9 4 . 9 8 0 3 7 

3 2 0 . 2 4 4 . 4 7 8 6 5 

80 

80 

200 

80 

40 

40 

40 

80 

40 

80 

160 

3. 10536 

5.05309 

5.98666 

4.42816 

0.37344 

1.30669 

1.57674 

3. 12812 

1.95490 

1.07080 

0.65745 

3.44932 

3.81462 

6.84052 

7.59756 

6.06825 

0.26782 

1.58918 

0.88946 

3.46707 

0.96971 

0.87744 

0.54 160 



Exhibi t A to Unit Agreement 
Atoka San Andres Unit 
Eddy County, New Mexico 

T ract 
No. Desc r ip t ion of Acreage 

15 N / 2 N W / 4 Section 14 and E / 2 N E / 4 
and S - l / 3 NW/4 and S - l / 3 W/2 N E / 4 
Section 15 

16 S/2 NW/4 Section 14 

17 NW/4 N E / 4 Section 14 

18 SW/4 N E / 4 Section 14 

19 NW/4 Section 13 and E / 2 N E / 4 
Section 14 

20 W/2 N E / 4 Section 13 

21 NE/4 N E / 4 Section 13 

22 N E / 4 SW/4 and NW/4 SE/4 Section 14 

23 NW/4 SW/4 Section 13 and 
N E / 4 SE/4 Section 14 

24 N E / 4 SW/4 and NW/4 SE/4 Section 13 

25 S/2 SW/4 and SW/4 SE/4 Section 14 
and SE/4 SE/4 Section 15 

26 SE/4 SE/4 Section 14 

27 SW/4 SW/4 Section 13 

28 SE/4 SW/4 and S/2 SE/4 Section 13 

29 W/2 Section 23 

30 N / 2 N E / 4 Section 23 

Acres 

240 

80 

40 

40 

240 

80 

40 

80 

80 

80 

160 

40 

40 

120 

320 

80 

Percent 
T r a c t Pa r t i c ipa t ion 

Phase I Phase I I 

3.69712 

4.71166 

2.83953 

3.30305 

5.93227 

1.53839 

0.86334 

5.59525 

10.19426 

7. 17670 

3.87042 

1.67865 

3. 17165 

4.92900 

0.96881 

0.53278 

4.53263 

6.29652 

3.57065 

5.11302 

7.36657 

1.87370 

0.76300 

8.21095 

5.93534 

1.60157 

3.22267 

3.45083 

2.58531 

2.88836 

0.56652 

0. 51945 

TOTALS 3, 360 100.00000 100.00000 
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EXHIBIT B 

TO 

UNIT AGREEMENT 

ATOKA SAN ANDRES UNIT 

EDDY COUNTY, NEW MEXICO 



A T O K A SAN ANDRES U N I T 

W A T E R F L O O D A P P L I C A T I O N 

August , 1968 
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EDDY COUNTY, NEW MEXICO 

BOO 0 I t O O t O z«40 

3-2-64 
FILE 

W - 2 0 1 

E X H I B I T A 

LEASE OWNERSHIP MAP 

• PROPOSED UNIT AREA 
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LEGEND KEWANEE OIL COMPANY DVIS.ON. WEST T E X A S HEV SEO 

* OIL *ELL ' * WBTER INPUT * E L . 
> DPI MOlC t S * T S S j » P H WE.L 
B GAS WELL A SALT * T R, DISPOSAL 

LEAVITT AREA 
EDDY COUNTY. NEW MEXICO 

DIS-RICT M A L J A M A R 
Tro<« 

T - — * OIL *ELL ' * WBTER INPUT * E L . 
> DPI MOlC t S * T S S j » P H WE.L 
B GAS WELL A SALT * T R, DISPOSAL 

LEAVITT AREA 
EDDY COUNTY. NEW MEXICO 

SCALE I " ' IOOC' 

V 2 - 6 4 

* OIL *ELL ' * WBTER INPUT * E L . 
> DPI MOlC t S * T S S j » P H WE.L 
B GAS WELL A SALT * T R, DISPOSAL 

LEAVITT AREA 
EDDY COUNTY. NEW MEXICO 

SCALE I " ' IOOC' 

V 2 - 6 4 

F I L E 

W - 2 0 1 

E X H I B I T B 

PROPOSED INJECTION WELLS 

0 PROPOSED INJECTION WELLS 

[ 1 PROPOSED UNIT AREA 
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R 2 7 E 

J Lann ing 

F 6 WATERS SR 
PAN AM 0 R 

MARATHON I YATES,ETAL 
I 5-18-64 I 3-20-66 

I 

I I 
YATES.ETALl 
3 - 2 0 - 6 6 

16 
YATES.ETALI 

3-20-66 

YATES,ETAL 
3 - 2 0 - 6 6 

MARATHON 
5 -18 -64 

ISO 7 

21 
Dayton Townsite 

YATES PAN AM 

I Hoover 

DAYTON 

F Q WATERS 

M y t n 

JONES - HAI LE 

I * 1 

^ (!>••*> (PAN AM 
1794 (L«« Ptnn 

Western - L«e 

PAN AM 

K Kraute 

PAN 
AM 

SMALL 
TRACTS 

PAN 
AM 

P. Hong t r 

NEARBURG8 INGRAM 

PAN AM, 
ET AL 

PAN AM 
F 4-15-64 

PAN AM 
5-31-64 

, B. Chopin 

PAN AM 
I - 9 -64 

ALANTIC 
12-20-66 

1-A 

(Diap) 

Hornbccker 

1-A 

• IDi*pl r 

BASSETT a BIRNEY 

Scr ippt 

Feotheraton* 

—sLs!-30 

T 

18 

S 

E X H I B I T C 

ATOKA SAN ANDRES FIELD 

S t r u c t u r e Map 

Top of P a y - S laug h ter "C" 

LEGEND KEWANEE OIL COMPANY DIVISION• WEST TEXAS 
Oro-rv 
E O F 

REV SEO 

O LOCATION 0 A B D GAS WELL 
• OIL WELL ® WATER INPUT WELL 

DRY HOLE [ f i WTR SUPPLY WELL 
GAS WELL A SALT WTR DISPOSAL 

0 ABO OIL WELL C GRAYBURG WELL 
S SAN ANDRES WELL 

LEAVITT AREA 
EDDY COUNTY, NEW MEXICO 

DISTRICT MALJAMAR 
TrocMl O LOCATION 0 A B D GAS WELL 

• OIL WELL ® WATER INPUT WELL 
DRY HOLE [ f i WTR SUPPLY WELL 
GAS WELL A SALT WTR DISPOSAL 

0 ABO OIL WELL C GRAYBURG WELL 
S SAN ANDRES WELL 

LEAVITT AREA 
EDDY COUNTY, NEW MEXICO 

SCALE 1 " * 1000' 
500 0 660 1320 2640 

O LOCATION 0 A B D GAS WELL 
• OIL WELL ® WATER INPUT WELL 

DRY HOLE [ f i WTR SUPPLY WELL 
GAS WELL A SALT WTR DISPOSAL 

0 ABO OIL WELL C GRAYBURG WELL 
S SAN ANDRES WELL 

LEAVITT AREA 
EDDY COUNTY, NEW MEXICO 

SCALE 1 " * 1000' 
500 0 660 1320 2640 K. E 6 

Oat* 
3-2-64 

FILE 

W - 2 0 1 



4 " = 

Uiturtou 
OIL WELL CEMENTING CO. 

RADIOACTIVITY LOG 
NATURAL GAMMA RADIATION INDUCED GAMMA RADIATION 

la 
u: 
< 
cr 
C z 

< 

o ^ 

er; 
w 
6 

« 
4-1 

tr. 
ei 

o >» 

c 

COMPANY ILLAMEX OTT,( INCQRPQR-

ATED FILE 

WELL. 

FIELD, 

TERRY # 2 

Atoka 

COUNTY Eddy STATF New Mex 

Log M^sured From 
Drilling Measured From. 
Permanent Datum 

SEC._2 TWP 18-S RfiE 26-E 

SURVEY. 

Location 

650'from E/L 
990*from N/L 

Sec. 2 
Twp. 18-S 
*ge. 26-E 
GR-XG 

Eiev. R.T3310 1 

Grd. 330.51 

Rotarv Table 
Rotary Table 
Ground level 

Elevation. 
Elevation. 
Elevation. 

3 3 1 0 ' 
3 3 1 0 ' 
3305 

Type Log. 
Run No. 
Date 

! ONE O > : E - ; 

!4-5-57 4-5-57 1 
Footage Logged 
Total Depth, Driller 
Total Depth, Logged— 
Type of Fluid in Hole. 
Fluid Level 

1693' 1693' 
1700' 1700T 

169 «3 t 1703' 

Max. Temp. 
Neutron Source Strength— 
Source to Center of Counter. 
Length Meas. Device-in 
O.D. of Instrument-in 
Time Constant-sec 

Mud Mud 
195 

81 F! 

Logging Speed Ft. min 
Xeutron Source Code 

i n . 

29 l r 

See Remarks 

81 F 
400 mg 
19 in-
14 in 

3 5/8" 

Purple 

F 

i n . tn 

EXHIBIT "D" 
Terry #2 
Typical Injection Well 

Truck No. 4018 
Recorded by-
Witnessed by. 

P.C.Harr j.s 
M.W. Jones. 



Sur face Cas ing 

I n j e c t i o n T u b i n g 
P r o d u c t i o n Cas ing 

P a c k e r 

C a s i n g P e r f o r a t i o n s 

San A n d r e s Zones 

E X H I B I T " E " 
T y p i c a l I n j e c t i o n W e l l 
C o m p l e t i o n Techn ique 



E X H I B I T " F " 

I n j e c t i o n W e l l Data 

Opera to r 

Lease 
Cement 

Kewanee O i l Co. 
Rogers " A " 

M a r t i n 

E v e r e s t Es t . 

E v e r e s t 

Fanning "S" 

Fanning " A " 

L e a v i t t "S" 

L e a v i t t "S" 

T e r r y T r . 2 

T e r r y T r . 3 

Standard of Texas 
L . V a n d a g r i f f 

L e a v i t t 

V i n t n e r 

Higg ins U n i t 3 

Swearingen U n i t 

Higgins U n i t 2 

Pau l T e r r y 

E . Ho l l and 

Ralph Rogers 

St roup 

St roup 

Stroup 

M . G. Johnson 

B . C. A a r o n 

D. E . Fanning 

D. E . Fanning s 

D . E , Fanning 

Reed B r a i n a r d 

W e l l No. 

#1 

#2 

#2 

#1 

#1 

#2 

#9 

#4 

#2 

#3 

#1 

#1 

#1 

#1 

#1 

#1 

#3 

#1 

#3 

#4 

#2 

#6 

#2 

#1 

#5 

#1 

#4 

#2 

L o c a t i o n 

N E N E Sec. 23 

NW NW Sec. 23 

SE SW Sec. 14 

NW SE Sec. 14 

N E SE Sec. 14 

NW SE Sec. 13 

SW NW Sec. 13 

N E NE Sec. 14 

NW NE Sec. 14 

SE NW Sec. 14 

SW SW Sec. 13 

NW N E Sec. 13 

SE SW Sec. 12 

NW SE Sec. 12 

SE NW Sec. 12 

NW NW Sec. 12 

NW NW Sec. 14 

N E SW Sec. 10 

SE SE Sec. 10 

SE N E Sec. 10 

SE NW Sec. 11 

N E NW Sec. 11 

NW SW Sec. 11 

SE SW Sec. 11 

NW SW Sec. 12 

NW SE Sec. 11 

SE N E Sec. 11 

SE SE Sec. 11 

Cas ing Depth Cement Top To t a l Depth C o m p l e t i o n Int 

8 5 /8" 1228 1 480sax Surface 1804' 
5 1/2" 1804' 150 sax 1050' 1698-1791 
8 5 / 8 " 1204' 450sax Surface 1795' 
5 1/2" 1795' 150 sax 900' 1382-1683 
8 5 / 8 " 1100' 450 sax Surface 1760' 
5 1/2" 1760' 475sax Surface 1698-1708 
8 5 / 8 " 761 ' 586sax Surface 1849' 
5 1/2" 1848' 280sax Surface 1630-1710 
8 5 / 8 " 738' 300aax Surface 3028' 
5 1/2" 2939' 500sax Surface 1703-1722 
8 5 / 8 " 1095' 500 sax Surface 1953' 
5 1/2" 1953' 450sax Surface 1681-1833 
7" 900' 250sax Surface 1770' 
4 1/2" 1770' 195sax Surface 1576-1722 
8 5 / 8 " 1100' 400sax Surface 1742' 
5 1/2" 1740' 380sax Surface 1670-1680 
8 5 / 8 " 1100' 475sax Surface 1700' 
5 1/2" 1700' 360sax Surface 1650-1664 
8 5 /8" 1095' 450 sax Surface 1743' 
5 1/2" 1740' 475 sax Surface 1652-1660 

8 5 / 8 " 1194' Surface 1852' 
5 1/2" 1849' 295sax Surface 1813-1826 
7 5 /8" 1103' - Surface 1772' 
5 1/2" 1770' 150sax 700' 1693-1706 
8 5 /8" 1187' - Surface 1754' 
5 1/2" 1754' 150sax 700' 1678-1690 
7" 1108' - Surface 1810' 
4 1/2" 1804' 300sax 400' 1698- 1761 
7" 924' - Surface 1800' 
3 1/2" 1794' 300sax Surface 1684-1729 
8 5 / 8 " 1198' - Surface 1764' 
5 1/2" 1759' 200sax 400' 1679-1706 
8 5 /8" 1209' - Surface 1740' 
5 1/2" 1738' 150 sax 700' 1634-1666 
7" 1103' - Surface 1850' 
4 1/2" 1833' 300sax 400' 1513-1748 
8 5 /8" 1207' - Surface 1766' 
5 1/2" 1765' 265sax Surface 1636-1693 
8 5 /8" 1239' - Surface 1747' 
5 1/2" 1744' 150sax 700' 1672-1736 
7 5 /8" 1197' - Surfac e 1746' 
5 1/2" 1746' 150sax Surface 1539-1584 
7 5 / 8 " 1242' - Surface 1783' 
5 1/2" 1782' 150sax Surface 1696-1706 
8 5 / 8 " 1183' - Surface 1721' 
5 1/2" 1720' 250sax Surface 1652-1686 
8 5 /8" 1158' - Surface 1710' 
5 1/2" 1696' 150sax 700' 1611-1653 

8 5 / 8 " 1219' 700sax Surface 1750' 
5 1/2" 1750' 350sax Surface 1670-1694 
8 5 /8" 1225' 700sax Surface 1797' 
5 1/2" 1797' 350sax Surface 1654-1672 
8 5 /8" 1288' 900sax Surface 1772' 
5 1/2" 1772' 350sax Surface 1680-1705 
8 5 /8" 1242' 7 50 sax Surface 1799' 
5 1/2" 1799' 350sax Surface 1680-1700 
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E X H I B I T " H " 

Old Lease Names and New T r a c t Number 

New T r a c t No. 

Standard of Texas - Eve Hol land 1 
R. Rogers, et a l 2 
Stroup 3 
Johnson 4 
A a r o n 5 

M o b i l - Fanning 6 
Reed -Bra ina rd 7 

Standard of Texas - Higgins Com. 2 8 
M o b i l - B r a i n a r d 9 
Standard of Texas - Swearing en C o m m . 10 

Vin ther 11 
Higgins C o m m . 3 12 
Higgins C o m m . 1 13 
Simpson 14 
Terry- 15 

Kewanee - T e r r y T r . 3 16 
T e r r y T r . 2 17 
T e r r y T r . 1 18 
Leav i t t "S" 19 

Standard of Texas - Leav i t t 20 
Higgins 21 

Kewanee - Everes t 22 
Fanning "S" 23 
Fanning " A " 24 
Everes t Es t . 25 

Standard of Texas - McNat t Vandagr i f f 26 
Lee Vandagr i f f 27 
A Waldrop 28 

Kewanee - M a r t i n 29 
Rogers " A " 30 



K E W A N E E O I L COMPANY 
POST OFFICE Box 2239 

TULSA, OKLAHOMA 74101 

September 20, 1968 

Re: Atoka San Andres Unit 
Eddy County, New Mexico 

State of New Mexico 
O i l Conservat ion Commiss ion 
P. O. Box 2088 
Santa Fe, New Mexico 

At ten t ion : M r . E l v i s A . Utz, Examiner 

Gentlemen: 

In accordance w i t h your Order No. R-3475, Case No. 3830, we are 
enclosing an executed counterpart of the Unit Agreement and an 
executed counterpart of Cer t i f i ca t e of Effect iveness and Revised 
Exhibi t s to which are attached F i r s t Revised Exhibi t s A and B to 
the Unit Agreement . The rev ised exhibits show cor rec ted descript ions 
f o r the o r i g i n a l T rac t s 13 and 15. T r a c t 15 has been divided and a 
por t ion of i t designated as T r a c t 31 . 

Yours ve ry t r u l y , 

J . W. Graham 
Joint Interest Superintendent 

JWG:bb 
E n c l . 



C E R T I F I C A T E OF EFFECTIVENESS 

AND 

REVISED EXHIBITS 

A T O K A SAN ANDRES UNIT 
EDDY COUNTY, NEW M E X I C O 

T H E STATE OF NEW M E X I C O ) 
) KNOW A L L M E N BY THESE PRESENTS 

COUNTY OF EDDY ) 

Pursuant to the provis ions of Section 17. 1 of that ce r t a in ins t rument ent i t led 
"Uni t Agreement , Atoka San Andres Uni t , Eddy County, New M e x i c o " , dated 
F e b r u a r y 1, 1968, a counterpar t of which is recorded i n Book 62, Page 635 of the 
Miscel laneous Records, Eddy County, New Mex ico , the undersigned, Kewanee O i l 
Company, as Unit Operator , hereby c e r t i f i e s that said Unit Agreement became 
ef fec t ive as of 7:00 a . m . on September 1, 1968, according to i t s t e rms and as to 
a l l T r a c t s descr ibed i n o r i g i n a l Exh ib i t A and shown on o r i g i n a l Exh ib i t B attached 
to said Unit Agreement . 

Pursuant to the provis ions of Sections 2.4 and 2.5 of said Unit Agreement , 
Kewanee O i l Company, as Unit Operator , hereby c e r t i f i e s that the o r i g i n a l Exhibi t s 
A and B to said Unit Agreement have been rev i sed ef fec t ive as of 7:00 a 0 m „ on 
September 1, 1968, and such rev i sed exhibits are attached hereto and made a part 
hereof . 

IN WITNESS WHEREOF, this c e r t i f i c a t e is executed the 13th day of 
September, 1968. 

A T T - E S T K E W A N E E O I L COMPANY 
Unit Operator 

/•') 
By •/- , • . / 

Assistarit^Secretary ' Vice President j\\ 

S T A T E OF O K L A H O M A ). 

) 
COUNTY OF T U L S A ) 

The foregoing ins t rument was acknowledged before me this 13th day of 
September, 1968, by J . M . Harb i son , Vice Pres ident of K E W A N E E O I L COMPANY, 
a corpora t ion , on behalf of said co rpo ra t i on . 

2& Ui 

Notary Publ ic 
M y Commiss ion Exp i r e s : 

M\' C'Tny''-•!'.', av-.'.-as Nl-,- V 1069 



F I R S T R E V I S E D 

E X H I B I T A 

T O 

U N I T A G R E E M E N T 
A T O K A S A N A N D R E S U N I T 

E D D Y C O U N T Y , N E W M E X I C O 
( E f f e c t i v e 9 - 1 - 6 8 ) 

T r a c t 
N o . 

1 

2 

D e s c r i p t i o n of A c r e a g e 

6 

7 

8 

9 

10 

11 

12 

13 

A l l i n T - 1 8 S , R - 2 6 E 

S/2 S W / 4 and N E / 4 S W / 4 Sec t i on 10 

S E / 4 and W.- 2 N E / 4 Sec t i on 10, 
excep t the sou th e igh t f e e t of 
W / 2 N E / 4 of s a i d S e c t i o n 10 

E / 2 N E / 4 and the sou th e igh t f ee t of 
W / 2 N E / 4 S e c t i o n 10 and N W / 4 and 
W / 2 N E / 4 S e c t i o n 11 

N / 2 S W / 4 S e c t i o n 11 

S/2 S W / 4 Sec t i on 11 

N / 2 S E / 4 and S E / 4 N E / 4 Sec t ion 11 and 
W / 2 S W / 4 S e c t i o n 12 

S/2 S E / 4 Sec t i on 11 

N W / 4 N W / 4 S e c t i o n 12 

S W / 4 N W / 4 S e c t i o n 12 

S E / 4 N W / 4 S e c t i o n 12 

E / 2 S W / 4 Sec t i on 12 

N W / 4 S E / 4 S e c t i o n 12 

S W / 4 S E / 4 S e c t i o n 12 

A c r e s 

120 

P e r c e n t 
T r a c t P a r t i c i p a t i o n 

Phase I Phase I I 

80 

80 

200 

80 

40 

40 

40 

80 

40 

40 

0.61607 

239.76 5.26099 

320.24 4.47865 

3. 10536 

5.05309 

5.98666 

4.42816 

0.37344 

1.30669 

1.57674 

3. 12812 

1.95490 

1.07080 

0. 14999 

4.98037 

3.44932 

3.81462 

6.84052 

7.59756 

6.06825 

0.26782 

1.58918 

0.88946 

3.46707 

0.96971 

0.87744 

14 N - 2 / 3 N W / 4 and N - 2 / 3 W / 2 N E / 4 160 0 .65745 0 .54160 

S e c t i o n 15 



F i r s t Revised 
Exhib i t A to Uni t Agreement 
Atoka San Andres Unit 
Eddy County, New Mexico 

T ract 
No. 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

Desc r ip t ion of Acreage 

N / 2 NW/4 Section 14 and E / 2 N E / 4 
Section 15 

S/2 N W / 4 Section 14 

N W / 4 N E / 4 Section 14 

SW/4 N E / 4 Section 14 

NW/4 Section 13 and E /2 N E / 4 
Section 14 

W/2 N E / 4 Section 13 

N E / 4 N E / 4 Section 13 

N E / 4 SW/4 and N W / 4 SE/4 Section 14 

N W / 4 SW/4 Section 13 and 
N E / 4 SE/4 Section 14 

N E / 4 SW/4 and N W / 4 SE/4 Section 13 

S/2 SW/4 and SW/4 SE/4 Section 14 
and SE/4 SE/4 Section 15 

SE/4 SE/4 Section 14 

SW/4 SW/4 Section 13 

SE/4 SW/4 and S/2 SE/4 Section 13 

W/2 Section 23 

N / 2 N E / 4 Section 23 

S - l / 3 N W / 4 and S - l / 3 W/2 N E / 4 
Section 15 

Acres 

160 

80 

40 

40 

240 

80 

40 

80 

80 

80 

160 

40 

40 

120 

320 

80 

80 

Percent 
T r a c t Pa r t i c ipa t ion 

Phase I 

3.54458 

4.71166 

2.83953 

3.30305 

5.93227 

1.53839 

0.86334 

5.59525 

10.19426 

7. 17670 

3.87042 

1.67865 

3. 17165 

4.92900 

0.96881 

0.53278 

0.15254 

Phase I I 

4.36070 

6.29652 

3.57065 

5.11302 

7.36657 

1.87370 

0.76300 

8.21095 

5.93534 

1.60157 

3.22267 

3.45083 

2.58531 

2.88836 

0.56652 

0.51945 

0.17193 

T O T A L S 3, 320 100.00000 100.00000 

- 2 -



R 2 6 E 

T 

18 

S 

/ / / / / \ m \ T BOUNDARY 

® TRACT NUMBER 

• OIL WELL 
f t ABON. OIL WELL 
* TEMP. ABDN.. OIL WELL 

® WATER INPUT WELL 
FIRST REVISED 

EXHIBIT "B" 

TO 

UNIT AGREEMENT 

ATOKA SAN ANDRES UNIT 
EDDY COUNTY. NEW MEXICO 

( EFFECTIVE 9-1-68 ) 



GOVERNOR 
DAVID F. CARGO 

CHAI RM AN 

£txt» of JJtfe _Mtxxto 

©tl Conftertoatton Commission 

L A N D COMMISSIONER 
O U Y T O N i . H A Y S 

M E M B E R 

S T A T E O E O L O O I S T 
A. t . P O R T E R , J R . 

S E C R E T A R Y - D I R E C T O R 

P. O. BOX 20S8 
SANTA F E 

August 20, 1968 

Mr. Richard S. Morris Case No. 3830 
Montgomery, Pederici, Andrews, Order No. R-3475 
Hannahs & Morris Applicant: 
Attorneys at Law 
Post Office Box 2307 KEWANEE OIL COMPANY 
Santa Fe, New Mexico 

Dear S i r : 

Enclosed herewith are two copies of the above-referenced Com
mission order recently entered i n the subject case. 

Very truly yours, 

£1 <SB&,ŷ  
A. L. PORTER, J r . 
Secretary-Director 

ALP/ir 

Carbon copy of drder also sent to: 

Hobbs OCC x 

Artesia OCC x 

Artec OCC 
Other Unit Division and Malcolm Long - State Land Office 


