
ATLAI7TIC BICI-tFTELD COIcRANY 
SCHEMATIC D?AT.-/IIT3-

EAST SEUOART UNIT IvELL NO. 1 
(Formerly Hinkle "B" No. 3) 

330' FSL & 330' TEL, Sec. 27, T-18-S, R-31-E 
EDDY COUNTY, NEW MEXICO 

Lower zone injection 

2-3/8" O.D. Tubing 

Upper zone injection 

8-5/8" Casing set at 9151 
with 50 sacks of cement. 
Top of cement @ 6K0' cal
culated. 

Yates perforations 
2608' to 2726'. 

Queen perforations to be 
3303* to 3813'. 

7" Casing set at 3968' with _ 
150 sacks of cement.. Top of 
cement @ 2560' calculated. 
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Dual packer to be set at 
approximately 2550'. 

Single packer to be set 
at approximately 277O1. 

PBD to be about 3850' 

T.D. 4012'. 

EXHIBIT NO. C 



ATLANTIC RICHJIELD COMPANY 
SCHEMATIC ERASING 

EAST SHUGART UNIT NELL NO. 3 
(Formerly Hinkle- ''A" No. 13) 

990' FNL & 330' EEL Sec. 3U, T-18-S, B-31-E 
EDDY COUNTY, NEW MEXICO 

Lower zone injection. 
2-3/8" O.D. Tubing 

" Upper zone injection. 

8-5/8" Casing set at 910' with 50_ 
sacks of cement. Top of cement @ 
635' calculated. 

f 

rrn KT 
T" Casing set at k l l T with 200 
sacks of cement. Top of cement at ' < 
2067' calculated. 7" Squeezed through ]•!• . %., 
perf. 279^ with 75. sacks of cement |Xj s>(] ' fx] 
before perf. Yates. < * t i 

Yates perforations 2632' to 
2818'. 

Queen perforations 332V to 
3850'. 

Queen perforations 3880' to 389O' .-

Dual packer to be set at 
approximately 2550'. 

Single packer to be set at 
approximately 2870'. 

Bridge plug to be set at 
387O'. 

PBD 39^8'. 

T.D. 1*117' • 

EXHIBIT NO. _4 



ATLANTIC RICHFIELD COMPANY 
SCHEMATIC DRAWTNG 

EAST SHUGART UNIT WELL ITO. 6 
(Formerly Hinkle "A" No. 12) 

990' FHL & 2310' FWL Sec. 35, T-18-S, R-31-E 
EDDY COUNTY, HEW LIEXICO 

Lower zone injection. 

8-5/8" Casing set at 898' with -50-
sacks of cement. Top of cement @ 
625' calculated. 

2-3/8" O.D. Tubing 
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Upper zone injection. 

7" Casing set at 4115' with 225 ' 
sacks of cement. Top of cement at 
1815• calculated. 

Yates perforations 26M' to 
2817'. 

Queen perforations 3360' to 3877V 
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Dual packer to be set at 
approximately 2650'. 

Single packer to be set 
at approximately 287O'. 

-PBTD 1*093* .(CIBP) 

JD..A292' . 

EXHIBIT NO. 



ATLANTIC RICHFIELD COMPANY 
SCHEMATIC DRAWING 

EAST SHUGART UNIT t-?ELL NO. 15 
(Formerly Hinkle "B" No 5) 

2310' FNL & 2310' FWL, Sec. 3h, T-18-S, R-31-E 
EDDY COUNTY, NEW MEXICO 

Lower zone injection. 
2-3/8" O.D. Tubing 

7T Ulf'~ 
Upper zone injection. 

8-5/8" Casing set at 875' with 
50 sacks of cement. Top of cement 
@ 600' calculated. 

Yates perforations to be 
2620* to 2772'. 

Queen perforations to be 3313'--
to 3332'. 

7" Casing set at 1*075' w/225-
sacks of cement. 

Top of cement @ 1960' calculated, 
k-l /2" l i n e r 3961' to kk6 l ' . 
Cemented with 50 sacks. 
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Dual packer to be set at 
approximately 258O'. 

Single packer to be set et 
approximately 2820'. 

PBTD 3950* 

T.D. hk9k' 

EXHIBIT NO. L 



: IC [Cl 

EAST SiiTJART UI7IT WELL UO. io 
(Formerly Hinkle I ! E " E O . 6) 

1650' FSL 2= 990' FvL Sec. 3!}, T-18-S, R-31-E 
EDDY COUNTY, NEW L3XIC0 

2-3/8" O.D. Tubing. •-—- ~ f V " ~ v r L o w e r , zone injection. 

8-5/8" casing set at 862' 
with 50 sacks of cement. Top 
of cement @ 585' calculated. 

i \ 

i \ 

s \ 

5-I/2" casing set at 2902' 
with 150 sacks of cement. Top 
of cement @ 2275' calculated. 

Yates perforations • v.; 
263h' to 2777'. U 

Open hole to be 2902' to 
3885'. 

1 

\ • — { 
I 
\ ' 
-f 

1 

-Packer to be set at about 
2820'. 

T.D. 3885' 

EX fr X -P X 7 fs/o. & 



ATLANTIC RICHFIELD C02-IPAI1Y 
SCHEMATIC DRAWING 

EAST SHUGART UNIT NELL NO. 19 
(Formerly Hinkle "A" No. 3) 

16501 FSL & 330' FWL Sec. 3^ T-18-S, R-31-E 
EDDY COUNTY, NEW MEXICO 

2-3/8" O.D. Tubing. Lover zone injection. 

8-5/8" Casing set at 920* with 
50 sacks of cement. Top of 
cement @ Shy calculated. 

I 

\ 1 
Upper zone injection. 

J7" Casing cut off at 
1500'. 

7" Casing set at 2678' with 100 
sacks of cement. Top of cement 
@ 1628' calculated. 

Yates perforations 2706' to 
2842'. 

k-l/2" Casing set at 3^77' with 
100 sacks of cement. Top of cement 
at 2^93' calculated. 

Queen perforations 332V to 
3^5'. 

Open hole 3^77' to 3350'. 

-Packer to be set at 
approximately 2900'. 

T.D. to be 3850*. 

EXHIBIT NO. _4 



ATLANTIC RICEFIELD COMPANY 
SCHEMATIC DRAVrENG 

EAST SHUGART UNIT WELL NO. 22 
(Formerly Hinkle "B" No. h) 

2310' FSL & 2310' EEL Sec. 35,. T-18-S, R-31-E 
EDDY COUNTY, NEW MEXICO 

Lower zone injection. 
2-3/8" O.D. Tubing 

Upper zone injection. 

8-5/8" Casing set at ShO' with 
50 sacks of cement. Top of 
cement @ 665' calculated. 

\ 5 
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Yates perforations 2772' to 
2876'. 

Queen perforations 3391' to 
3912'. 

7" Casing set at 39kO' with 150.. 
sacks of cement. Top of cement at 
33151 calculated. 
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Dual packer to be set at 
-• approximately 2720'. 

.Single packer to be set at 
approximately 2920'. 

PBTD 3925' 

TD 3945 

EXHIBIT NO. £ 



SCHEMATIC DRAWING 

EAST SHUGART UNIT NELL NO. 23 
(Formerly Hinkle "B" NO. 7Y) 

330' FSL So 2329' FEL Sec. 35, T-18-S, R-31-E 
EDDY COUNTY, NEW MEXICO 

Lower zone injection. 

8-5/8" Casing set at 783' 
with 50 sacks of cement. Top 
of cement @ 510' calculated. 

2-3/8" O.D. Tubing 

{ f 

i 1 
< i 

Upper zone injection. 

7" Casing set at 3530' with 100 
sacks of cement. Top of cement" 
@ 2590' calculated. 

Yates perforations to be 
27731 to 2820'. 

Queen perforations to be 
3362* to 391V. 

Dual packer to be set at 
approximately 2720'. 

Single packer to be set at ' 
approximately 2870'. I 

PBTD to be approximately 
3950'. 
k-l/2" liner 3000' to ko3k' 
and set with 90. sacks of 
cement. Top of cement @ 
3200' calculated. 

T.D. ̂ 093*. 

EXHIBIT NO. 



ATLAI?TIC KTCHEIELD COMPANY 
SCEES-LATIC I J R A ^ V ^ 

EAST SHUGART UNIT WELl/uO. 23 
(Formerly CSO Hinkle "A" No l ) 

330' FSL & 2310' FEL Sec. 3h} T-l8-S/R-31-E 
EDDY COUNTY, NEW MEXICO 

2-3/8" O.D. Tubing. 
"'•'"I/O, Injection. 

8-5/8" Casing set at with 
50 sacks of cement. Top of cement 
@ 570' calculated. 

i 

1 1 

7" Casing set at 2591* with 100 
sacks of cement. Top of cemenT 
& 1650' calculated. 

Yates open hole interval 
2591' to 2675'. 

! i 
\ v 

-Packer to be set at 
approximately 25*40'. 

T.D. 26751 

EXHIBIT NO. L 



ATLANTIC RICHFIELD COl-EANY 
SCHEMATIC DRAWING 

EAST SHUGART UNIT WELL NO. 29 
(Formerly Hinkle "B" No. l ) 

330' FSL & 2310' F.NL Sec. 34, T-18-S, R-31-E 
EDDY COUNTY, NW MEXICO 

2-3/8" O.D. tubing. 

8-5/8" Casing set @ 918' 
v/50 sacks of cement. Top of 
cement @ 6401 calculated. 

!xf -

'1 

Injection. 

7" Casing set © 26ko' w/lOO 
sacks of cement. Top of cement 
@ 1705' calculated. 

4-1/2" casing set @ 3595' v/l5Q_ 
sacks of cement. Top of cement 
@ 2470' calculated. 

Perforations to Le 3380' 
to 3511'• 
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.Packer to be set at 
approximately 3320' 

PBTD to be 3520' 

TD 3ol2' 



EAST s:-IU3-A?.T UNIT WELL EO. 32 
("Jell t o be d r i l l e d ) 

100' FSL & 990' FWL Sec. 35, T-lS-S, E-31-E 
EEDY COUNTY, EEW K3XIC0 

2-3/8" O.D. Tubing. 
Lower zone i n j e c t i o n . 

8-5/8" Casing to be set at about.. 
800' w i t h 400 sacks of cement. 
Cement calculated t o c i r c u l a t e . 

i .... 
< — Upper zone i n j e c t i o n . 

Yates perforations to be 
about 2720' to 2800'. 

Queen perforations t o be 
about 3320' to 3880'. 

4-1/2" Casing t o be set about 
3925' with 400 sacks of cement. 
Top of cement to be about 2000' 
calculated. 
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Packer t o be set at 
approximately 285O'. 

PBTD t o be about 
3895'. 

T.D. t o be about 3930' 

EXHIBIT NO. C 



ATLANTIC RICHFIELD COMPANY 
EAST SHUGART UNIT 

LOG OE 
EAST SHUGART UNIT NEIL NO. 1 . 

Former ly H i n k l e "B" No. 3 
Sec. 27, T-18-S, R-31-E, Eddy Co . , N.M. 

EXHIBIT NO. J T 

^LLS' ^ ^ ^ ^ ^ ^ ^ 

o < z u 

nm 

COMPANY: J i » * * * » t f W W J U 

- L l : .. 
WEU: . r i » L S > • ; 

F i a o # . 3 - ' " i» 'T _ 

LOCATION:. ..KL *J.JO 1 f a cr„ssc s . JT, 

COUNTY: . ™ * S T A T E : " * * -

Wai Uc r t iM 

LOG ZERO CABLE. TOOL .PXDOR a(V. • . 
DM.G. zrno CASLS IDOL FLOOR t l t v . S. 
PERM, DATUM c. T. r. is. 1.5' tgovs o.« L« tuv,«. 

TYPE Of LOG 
RUN NO. _ 
DATE 
TOTAL DEPTH (DRILLER! S. L, 

; EFFECTIVE DEPTH (DRILLER) 
' TOP OF LOGGED INTERVAL ... 
ROTTOM OF LOGGED INTERVAL. 
TTPE OF FLUID IN HOLE 
FLUID LEVEL 
MAXIMUM RECORDED TEMP 
SOURCE STRENGTH fr TYPE ... 
SOURCE SPACING —IN 
DETECTOR CLASS 
DETECTOR TYPE _ 
LENGTH OF MEAS. DEVICE—IN 
O.D. OF INSTRUMENT—IN 
TIME CONSTANT—SECONDS 
LOGGING SPEED FT /MIN 
STATISTICAL VARIATION — IN. 
SENSITIVITY REFERENCE 
RECORDED RY 
WITNESSED IY 

SAKHA RAY H/mimm 
OIIE-IW 
2-19-J8 

kao 
?l,00 
WJ 
WATER 

ONE-iW 
2-lj>-58 
1(010 
kao 
2L00 

WATER 

...3M.EZ 
SCINT, 

:sr::: 

w:r 

:sr::: 

.*;*y. 
30. 
Recounts 
OUKOTIC 
WESTALL 

...f.mW. ... 

..x>. 
RECORDED 
Hf6t 
CRMTOTIC 
WESTALL WEU. RECORD 

RUN IITSIZC CASING WY-4J. FROM WELL RECORD FROM LOG 
...PJK i sis. _._ swns*......To...?8» mtm....jo..m 
...ORIS. _. .1 _ .38! sjmcj; TO i f f * STOPACR TO 
. (i i .. ...£' JJ4* TO .MM) »5» .TO. 

TO .TO. 
TO TO. 

•RLEYATId* UNIVl 'LADL: 
REMARKS OR OTHER DATA 

Wert Texas Ekctrical Log Service 

OMm t , T M M 

REFERENCE A7524A 

7 COMPLETION RECOiO 

CDMP DATE 

DST RECORD 



ATLANTIC RICHFIELD COMPANY 
EAST SHUGART UNIT 

LOG OF 
EAST SHUGART UNIT V/ELL NO. 3 
Formerly Hinkle "A" No. 13 

Sec. 34, T-18-S, R-31-E, Eddy Co., N,.M. 

EXHIBIT NO. £" 

COMPANY mmm* 

_o • 
WELL: 

FIELD: 

LOCATION: 

COUNTY: 

....MW.M.JJ! TA"... 

..mmm 

R-31-E 

tm STATE: KREX. 

Wai Uct tw* 

*1 

IOC Zf«0 r A2M mo;, TOH 
DRLG ZEtO . f l U H L T K * I W H 
PERM. DATUM. 0, T. ?- IS J.5" ABOVB 0, 

TYPE OF 106 
RUM W3. 
DATE 
TOTAL DEPTH < D t l t M > S H & & L 
EFFECTIVE DEPTH (ORIOUI 
TOP Of LOGGED INTERVAL 
ROTTOM OF LOGGED INTERVAL.. 
TYPE OF FLUID IN HOU 
FLUID LEVEL 
MAXIMUM RECORDED TEMP..: 
SOURCE STRENGTH 6 TYPE 
SOURCE SPACING—IN 
DETECTOR CLASS 
DETECTOR TYPE _ 
LENGTH OF MEAS. DEVICE—IN.. 
O.D. OF INSTRUMENT—IN 
TIME CONSTANT—SECONDS 
LOGGING SPEED FT./MIN 
STATISTICAL VARIATION — IN. 
SENSITIVITY REFERENCE 
RECORDED IY 
WITNESSED »Y 

CaKKA RAT 
0X&-W." 

1)010 
^_ c !M»rSLaui i ; 

Iiii?...... 

sent. 

I 

3 S/B 
7 , 6 " 
JO 
RECORDKD 
r f l i J D 
COfSSLUD 
WBTAli 

"^RBUTRpRf 
OIK-kV 

AMT. 
2i|00 

ELEV* . 
£LEV.«... 
ELEV* 

SEPT. 
aSiS 

T ' " 

I? 
>> 
KROOROED 
vjti 
00FB3ARD 
WRSTRU. WELL RECORD 

RUN IITSIZC CASING W T — U . PROM WELL RECORD 

ow . » i.ss mm, TO *» 
ow. ...» .7 to.... mma.. 

TO 1417 
TO 
TO 
TO 

FROM LOG 

.stmcxTo 
WRfAMTO US?3 

TO 
TO 
TO 

• JSLHAIJBK VMTAOARU. 
REMARKS OR OTHER DATA 

R q m d K c d By 

WeatTexaa Ekctrieal Log Service 

DaiLj. J , T « « 

REFERENCE 

^ COMPLETiOH t£C080 



ATLAIJTIC RICHFIELD CC'.-.•'.'.',':'£ 
EAST SHUGART UNIT 

LOG OF 
EAST SHUGART UNIT V/ELL NO. 6 
Formerly Hinkle "A" No. 12 

Sec. 35, T-18-S, R-31-E, Eddy Co., N.M. 

EXHIBIT NO. £ 

LANE M WELLS 

; COMPANY , K ^ M » M « * * r t * « W i t f 

U X i f i U *2 - "4 i " 

<5 

PIELD; . . -H »;A»7 

LOCATION SiV. )5. 

COUNTY 

, K-31-* . 

STATE. X HBL. 

Well L m t n n ; 

2 3fO ^Fi^fi 

U X 2110 
0«Lu ZfHO 
f tKM DATUM 

r w of LOO 
RUN NO. 
DATE 
TOTAL DEPTH I D H I ^ L f * l w - L . 
EFFECTIVE Dli'TM 'DRILLER! 
TOP OF LOGGED INTERVAL 
BOTTOM OF LOGGCD INTERVAL 
TYPE OF fLUID IN HOLE 
FLUI0 LEVEL 
MAXIMUM RECORDED TEMP. 
SOURCE STUENGTH b TYPE 
SOURCE SPACING — IN 
LENGTH Of MEAS DEVICE— IN 
O D Of INSTRUMENT—IN 
TIME CONSTANT —SECONDS 
LOGGING SPEED FT /MIN. 
STATISTICAL VARIATION — IN. 
SENSITIVITY REFERENCE 
OTECTOR CLASS 

raTSc'Tpa irra 
RECORDED BY 
WITNESSED BY 

CAPU Ti.'OL n^OS 
C-.IBUS w, . ru>ox 
C. ?. r . iS i ' ABOTX i l . 

*AgvT*CM| UAfSU. HAY 
oxiv-aw 
12-12-SS 
1.291, 
!»0?i» 
2LlOO 

l?-i2-5a 

l<#ii 
Uo?!, 
21(00 

CRT 

1LIV • 
f l t V • 
ILEV « 
I 
I 

1 S10A3 

I u.r . I it 
3 5/8 ' 3^8. ..: 
2.6 2.Q . . . : 
30 30 I 
SECOROB) RETORCE) 

mi J ..P368 . I 
scnrt. SCBiT, 

D6KL 1 

CRMOtlC l CRNSQTIC ; 
USSTAXX t | WELCH .] 

RUN IITSIZE CASING 

SHE ia 8 5/9 
JW 8 . 7 

WELL RECORD 
-LB. FROM WELL RECORD 

.. SliRPMS TO 510 
swtuz TO 1015 

TO 
TO 
TO 

FROM LOG 
SFWACS TO 
S W A C R TO l*091t 

TO 
TO 
TO 

• 8USVATI0H tnuVAHARLX. 
REMARKS OR OTHER DATA 

Reproduced By 

West Texas Electrical Log Service 

O.IU. 2, T.x.. 

REFERENCE Mi'M'7& 

"7 M i i ft i r I i fl ii D r e n o » 



ATLANTIC RICHFIELD COMRANY 
EAST SHUGART' UNIT 

LOG OE 
EAST SHUGART UNIT NELL NO. 15 

Formerly Hinkle "B" NO. 5 
Sec. 3*+, T-18-S, R-31-E, Eddy Co., N.M. 

EXHIBIT NO. £ 

LANE DWELLS\^^^t^r 

> = 98t; 

COMPAN.Y: 

mm 
WELL 

FIELD: 

L O C A T I O N -

C O U N T Y : 

mm* t s-i 

S K . 34, I - U - S A-31-I 

STATE 

Wel l Location 

LOG Z U O 
DRLG ZERO 
PERM DATUM 

C A T 
C A P 
C A r IR 

ELEV * A 
ELEV. 
ELIV. * A 

TYPE OF LOG 
RUN NO 
DATE 
TOTAL DEPTH ' ORILLER' 
EFFECTIVE DEPTH ' DRILLER' 
TOP OF LOGGED INTERVAL 
IOTTOM OF LOGGED INTERVAL 
TYPE OF FLUID IN HOLE 
FLUID LEVEL 
MAXIMUM RECORDED TEMP 
SOURCE STRENGTH b TYPE 
SOURCE SPACING — I N 
LENGTH OF MEAS DEVICE— IN 
O.D OF INSTRUMENT—IN 
TIME CONSTANT _ SECONDS 
LOGGING SPEED FT / M I N 
STATISTICAL VARIATION — IN. 
SENSITIVITY REFERENCE 

DXTKTOR CUSS 
RECORDED IY 
WITNESSED RY 

GAM* RAY 

out OKI 
5-29-59 5-29-59 
4494 4494 
44*4 4494 
2500 2500 
44 ao 4492 
OIL OIL 
2110 2190 

_ 
S10A3 13.5 

4 . 0 4 . 0 
3 5 /8 3 5/8 
1.5 1.5 
30 30 
RSCOKDO KRCGRDES 
C-913 D 3 U 
D4C1 D6X1 
scurr. sent. 
A B U HERD 
UBSTALL WIS TALL 

WELL RECORD 
RUN BIT SIZE 
ORR 10 
OUR I 
on s 

CASING 

R 5 /8 
6" 
4 1/2 

FROM WELL RECORD 

TO 900 

9 1/2 SUM. 
TO 4075 
TO 4461 
TO 
TO 

SUV. 
SURF. 

TO 
TO 
TO 
TO 
TO 

RflpwtheW DV 

Wcat H U M EWctrfca. hog Swriec 

X, Tajwe 

7 

A9185E 

e m m m IECIII 

SPUD DATE 

COW DATE 

PRT RECORD 



ATLANTIC RICHFIELD COMPANY 
EAST SHUGART UNIT 

LOG OF 
EAST SHUGART UNIT vfELL NO. l 6 

Formerly Hinkle "B" No. 6 
Sec. $k, T-18-S, R-31-E, Eddy Co., N.M. 

EXHIBIT NO. £ 

P«fr»ofi*f« Datum G R Q l 

Log M«o*wr«>d f tom C . 

Dfitlioo, JrWcjiutod f rom . C. 

COMPANY ilT 0 H > Hf m t " - f t 

WELL JLLliJiJL£_. 

FIELD. 

COUNTY iDCY 
LOCATION: 9 9 Q - F W L , . 6 * 0 * F S L , 

STATE NEW Mexico 

D o t * 

» No. 
D o p t h — P f t l l * f 
D a p H i — l o g e « f 
tot tow* logo* * * JntorvoJ 
Top t o a o o d l » r * # v o l 

o»ino—Ori l l tK 

S ^ j s t ^ n t L . 
• t t S i io 

L5_- I f i . J L 9 „ 9_-i0 -
.QNF^ G/R |OWF^ A./X^ 

5B75 
3fl 71.. .... 
•Ifl fi fi . 
PBOfl.—. 

Typ* f l u i d in Hot * 

D*m>iy o n d V iKot i i j r 
pH ond Fluid l o t t 
Soi/-it> o* Sompl* 
ten (? M » o i Temp 

Ime (* M N I . T»mp 

So«rc« o f Rotf and t n e 

3 8 7 3 
. 3871 . 
„ 3 a ? Q 
. 1C.0 

..asau 
- WATF fi j _ * A I E H 

@ iHT 
Tim* Sine* Ci 
M t u Kot. T«pwp. PQQ. 

_P4_. 

1 

t W N« i«wi .7"4553 ODES £ 
WALLACE 

iMR. WESTALL 

• t t — , 

Wert Tens Btctaneal Los Serriet 
DAHM t . Tan. 

H9342D 

(lariEiUK ticoto 

SPUD OATE 

COMP OATE 



ATLANTIC RICHFIELD COMPANY 
EAST SHUGART UNIT 

LOG OE 
EAST SHUGART UNIT WELL HO. 19 

Formerly Hinkle "A" Ho. 3 
Sec. 3I+, T-18-S, R-31-E, Eddy Co., N.M. 

EXHIBIT NO. 

«>W**IY--r?fn»l»Nt l l MUIIBCH5 

WIU HIWKlf a-4 

rmo mi&MSL 
cowtv. 

A 879(. 

cttmuiti iftni 

I fye o«Tt 



ATLANTIC EICHEISLD COMPANY . 
EAST SHUGART UNIT 

LOG OF 
EAST SHUGART UNIT NELL NO. 23 

Former ly H i n k l e "B" No. J 
Sec. 35, T-18-S, R-31-E, Eddy Co.., N.M. 

EXHIBIT NO. 5 

WELLS r . 
Aert/Hi— 

f tHO 5HD&ART 

COUNTY EDDY . _ _ STATE M f f - V J ? X l C Q 

l O t A T i O N 

ste 35 

* A * o t t ' t d h e n T„ r * 

•nj M«o»v'«d I'D" 1 I * ^ » _ 

Above 9*f<tMM<«>nl D D ' J P I 

l t r 

0 * 1 . R. T M 

7 
A998GD 

CliriETISI IEC0IB 

PUD OATE 

(Mt DATE 

1 
1 
j 

ST RECORD 
! 
r. 



ATLANTIC RICHFIELD COMPANY 
EAST SHUGART UNIT 

LOG OF 
EAST SHUGART UNIT V/ELL NO. 29 

Formerly Hinkle "B" No. 1 
Sec. 3k, T-18-S, R-31-E, Eddy Co., N.M. 

EXHIBIT NO. 5 

• 5 W«l L i o i i . 
COWAN?:. 

WEU.'. ...cUtaLfc..fta*...hSL_ 

^iiuiAia... 

LCK>T10N:...ifc.a:.J*..uf..5«..-}4...XT.U=S.. 
....!<r>l* 

COUNTY: M W . STATE: * .«*•» 

LOG ZOO. fiUUL XitOLJUuM... 
DRLG. ZRO S A J U . . 1 JUL f uiUK 
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t ^ / f I U I / NO, 

. ^ 3 . UNITED STATES 
V j l i DEPARTMENT OF THE INTERIOR 

G E O L O G I C A L S U R V E Y 

W A S H I N G T O N , D . C . 2 0 2 4 2 

A t l a n t i c - R i c h f i e l d Company 
P. o. Box 1978 
Roswell, New Mexico 88201 

Attention: Mr. W. P. Toml 

Gentlemen: 

Your application of June 20, f i l e d with the O i l and Gas Supervisor, 
Roswell, New Mexico, requests the designation of the East Shugart 
u n i t embracing 1359.40 acres, more or less, Eddy County, New Mexico, 
as l o g i c a l l y subject to operations under the u n i t i z a t i o n provisions 
of the Mineral Leasing Act as amended. The proposed u n i t area i s 
comprised of 1319.40 acres (97.06 percent) of Federal land and 40 
acres (2.94 percent) of State of New Mexico land. 

U n i t i z a t i o n i s f o r the purpose of conducting secondary recovery 
operations by water flooding and w i l l be l i m i t e d to the Yates, 
Seven Rivers, Queen, and Grayburg formations, as defined i n Section 
2(b) of the u n i t agreement. The area has been developed by 35 wells 
completed i n the formations to be un i t i z e d . P a r t i c i p a t i o n i n u n i t 
ized substances i s based 50 percent on producing rate and 50 percent 
on remaining primary reserves for Phase I , and 95 percent on u l t i 
mate primary reserves and 5 percent on surface acres for Phase I I . 
You estimate that the proposed water flood project w i l l r e s u l t i n 
the recovery of 2,870,000 barrels of o i l over and above that r e 
coverable by primary methods. 

The land outlined on your plat marked "Exhibit A, East Shugart 
Unit, Eddy County, New Mexico" i s acceptable as a l o g i c a l u n i t 
area f o r secondary recovery operations. Your proposed form of 
un i t agreement which modifies the standard Federal form (1961 
r e p r i n t ) to the extent necessary to cover conditions incidental 
to secondary recovery operations i n a producing u n i t , w i l l be 
acceptable i f further modified as marked i n colored pencil and/ 
or by attached r i d e r s . One copy of the marked form i s returned 
herewith and the remaining copies are retained f o r d i s t r i b u t i o n 
to appropriate o f f i c e s of the Geological Survey. 

inson 

AUG 1* W 

BEFORE EXAMINER UTZ 
OIL CONSERVATION COMMISSION 

( ^ ! \ \ ^ . EXHIBIT NO. t L -

CA: y/3 7'f Y/df 



I n the nee of any type of land requiring special provisions 
or any OJ .ctions not nov; apparent, a duly executed agreement con
formed to the marked copy and approved by the appropriate o f f i c i a l s 
of thc State of Nev; Hexico - v i l l be approved i f submitted i n approv-
able . t j i u s w i t h i n a reasonable period of time. However, the r i g h t 

- i s rt'Jutv'eri to aeny approval of any executed agreement tha t , i n our 
opinion, does not have the f u l l commitment of s u f f i c i e n t lands to 
afford e f f e c t i v e control of secondary recovery operations. 

Please include the l a t e s t status of a l l lands i n the executed 
agreement when i t i s submitted for f i n a l approval. The format 
of the sample exhibits attached to the 1961 r e p r i n t of the standard 
form should be followed closely i n preparation of Exhibits A and B. 

Inasmuch as the proposed unit area contains State of New Mexico 
lands, please contact the Commissioner of Public Lands, Santa Fe, 
New Mexico, before s o l i c i t i n g joinders regardless of p r i o r contacts 
w i t h , or clearance from the State. 

Sincerely yours, 

Acting Director 
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BEFORE EXAMINER UTZ 

INITIAL PLAN 0? DSVEL0PI-32TT 
EAST SHUGART UNIT 

OIL CONSERVATION COMMISSION 
Q - A ^ EXHIBIT NO._£ 

CASE NO.y/37 T Y/?>% 
m 

The East Shugart Unit consists of some 1,359-h-0 acres i n Eddy County, New Mexico. 
(See attached Unit plat.) The area i s contained i n portions of Sections 27, 3^, 
35, 3̂ >, Township 18 South, Range 31 East and Section 3, Township 19 South, Range 
31 East. In the Unit Area Texaco chose not to participate with their two tracts 
consisting of 120 acres. Therefore, the remaining 1,239.^9 acres i s to Le developed 
for water-flooding. 

The zones to "be flooded are the Yates, Seven Rivers and Queen. Attached i s a 
cross-section (Fig. 2) showing the relative position of the zones. The Yates 
i s found at ahout 2700', the Seven Rivers at about 3300' (shown as Upper 
Queen "1" on cross-section) and the Queen at ahout 3^00'. The bottom interval 
i n the Queen to be flooded Is found at about 390-3' • In a l l , some nine separate 
zones are to be flooded i n the three formations. 

The trap i n this area of the Shugart Pool i s primarily stratigraphic i n nature 
i n a l l three formations with the productive l i m i t s being determined by sand 
pinchouts. The only exception being that the southern l i m i t s of production 
for the two lower Yates zones in this area are controlled by the presence of an 
aquifer. The producing mechanism for a l l zones has been solution gas drive with 
no appreciable water production occurring during the primary phase. 

There are now within the participating unit boundary, 26 active producing wells, 
one shut-in well and four injectors. The wells are presently producing some 
164 BOPD for an average of 63 BOPD per producing well. The cumulative production 
for the participating area^is some 2,330,000 barrels with estimated remaining 
primary reserves of ̂ 90,000 barrels. 

The existing four injectors were converted i n May, 1966 and with unitization i t 
i s planned to have a t o t a l of 11 injectors. The wells w i l l form essentially two 
large perimeter type patterns as shown i n Figure No. 1. Those patterns include 
the d r i l l i n g of one additional well to be located 100* FSL and 990' FWL i n Section 
35 to be used as an injector. I t i s planned to inject separately into tbe Yates 
and inject together into the Seven Rivers Queen. In the wells that have 7" casing 
we plan to run two strings of 2-3/8" O.D. tubing with dual packers (Fig. 3) to 
separate the two intervals. In the wells with smaller casing we plan to inject 
down the annulus into tbe Yates and down tubing into the Seven Rivers Queen with 
a packer set between the Yates and Seven Rivers Queen zones (Fig. k ) . Listed 
below are the 11 wells that w i l l be injectors. 

Well Location 

East Shugart Unit Well No. 1 
East Shugart Unit Well No. 3 
East Shugart Unit Well No. 6 
East Shugart Unit Well No. 15 

SE/k SE/k Section 27 
m/k m/k Section 3^-
m / k m / k Section 35 
SW/4 m/k Section 3k 
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Well Location 

East 
East 
East 
East 
East 
East 
East 

Shugart 
Shugart 
Shugart 
Shugart 
Shugart 
Shugart 
Shugart 

Unit 
Unit 
Unit 
Unit 
Unit 
Unit 
Unit 

Well 
Well 
Well 
Well 
Well 
Well 
Well 

No. 16 
Wo. 19 
Ho. 22 
Wo. 23 
Ho. 28 
No. 29 
No. '32 

m/k swA 
m/k SE/k 
m/k ss/k 
Sti/k SE/k 
Sti/k SE/k 
SE/k SWA 

swA swA 

Section 3^ 
Section 3^ 
Section 35 
Section 35 
Section 3^ 
Section 3^ 
Section 35 

Approximately 7000 BWPD w i l l he injected i n the 11 injection wells. The supply 
water w i l l be purchased from, Double Eagle Corporation and f a c i l i t i e s ^ f o r produced 
water gathering and re-injecWon w i l l be constructed"; The-water w i l l be treated 
to assure a minimum amount of corrosion and frequent checks w i l l be made to 
insure that control is maintained. I t is estimated that an additional 2.8 MMBO 
w i l l be recovered due to waterflooding and the project w i l l have a 13 year Life': 

Atlantic Richfield Company, as operator of the East Shugart Unit, w i l l act 
prudently to preserve a l l rights of the mineral owners and to effectively and 
ef f i c i e n t l y recover the reserves i n the Unit Area. The company w i l l meet a l l 
economical offset obligations and act as to prevent undue waste. 



EAST SHUGART UNIT AGREEMENT 

EDDY COUNTY, NEW MEXICO 

THIS AGREEMENT entered i n t o as of the 1st day of January, 1969, by 

and between the p a r t i e s s u b s c r i b i n g , r a t i f y i n g or consenting h e r e t o , and 

he r e i n r e f e r r e d t o as " p a r t i e s h e r e t o " . 

W I T N E S S E T H : 

WHEREAS, the p a r t i e s hereto are the owners of working, r o y a l t y or 

other o i l and gas i n t e r e s t s i n the u n i t area subject t o t h i s agreement, and 

WHEREAS, the Mineral Leasing Act of February 25, 1920, 41 S t a t . 437, 

as amended, 30 U.S.C. Sec. 181 et seq, authorizes Federal lessees and t h e i r 

r e p r e s e n t a t i v e s t o u n i t e w i t h each o t h e r , or j o i n t l y or separately w i t h 

others i n c o l l e c t i v e l y adopting and op e r a t i n g a co-operative or u n i t plan 

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

any p a r t t h e r e o f f o r the purpose of more p r o p e r l y conserving the n a t u r a l 

resources ther e o f whenever determined and c e r t i f i e d by the Secretary of the 

I n t e r i o r t o be necessary or advisable i n the p u b l i c i n t e r e s t , and 

WHEREAS, the Commissioner of P u b l i c Lands of the State of New Mexico 

i s authorized by an Act of the L e g i s l a t u r e (Sec. 7-11-39 N.M. Statutes 1953 

Annotated) t o consent t o or approve t h i s agreement on behalf of the State 

of New Mexico i n s o f a r as i t covers and includes lands and mineral i n t e r e s t s 

of the State of New Mexico; and 

WHEREAS, the Commissioner of P u b l i c Lands of the State of New Mexico 

i s a u thorized by an Act of the L e g i s l a t u r e (Sec. 7-11-41 N.M. Stat u t e s 1953 

Annotated) t o amend, w i t h the approval o f the lessee, any o i l and gas lease 

embracing State lands so t h a t the l e n g t h of the term of s a i d lease may co

i n c i d e w i t h the terms of such u n i t i z e d development and o p e r a t i o n of State 

lands, and 

WHEREAS , the O i l Conservation Commission of the State of New Mexico 

i s authorized by an Act of the L e g i s l a t u r e ( A r t i c l e 3, Chapter 65, V o l . 9, 

Part 2, 1953 S t a t u t e s ) t o approve t h i s agreement and the conservation pro

v i s i o n s hereof, and 

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

Shugart U n i t Area covering the land h e r e i n a f t e r described t o give reasonably 



e f f e c t i v e c o n t r o l of operations t h e r e i n , and 

WHEREAS, i t i s the purpose of the p a r t i e s hereto t o conserve n a t u r a l 

resources, prevent waste, and secure other b e n e f i t s o b t a i n a b l e through de

velopment and o p e r a t i o n of the area subject t o t h i s agreement under the 

terms, c o n d i t i o n s and l i m i t a t i o n s h e r e i n set f o r t h ; 

NOW, THEREFORE, i n c o n s i d e r a t i o n of the premises, and the promises 

h e r e i n contained, the p a r t i e s hereto commit t o t h i s agreement t h e i r respec

t i v e i n t e r e s t s i n the below defined u n i t area, and agree s e v e r a l l y among 

themselves as f o l l o w s : 

1. ENABLING ACT AND REGULATIONS. The M i n e r a l Leasing Act of 

February 25, 1920, as amended, supra, and a l l v a l i d p e r t i n e n t r e g u l a t i o n s , 

i n c l u d i n g o p e r a t i n g and u n i t p l a n r e g u l a t i o n s , h e r e t o f o r e issued thereunder 

or v a l i d , p e r t i n e n t and reasonable r e g u l a t i o n s h e r e a f t e r issued thereunder 

are accepted and made a p a r t of t h i s agreement as t o Federal lands, pro

vided such r e g u l a t i o n s are not i n c o n s i s t e n t w i t h the terms of t h i s agreement; 

and as t o State of New Mexico and p r i v a t e l y owned lands, the o i l and gas 

o p e r a t i n g r e g u l a t i o n s i n e f f e c t as of the e f f e c t i v e date hereof governing 

d r i l l i n g and producing o p e r a t i o n s , not i n c o n s i s t e n t w i t h the terms hereof 

or the laws of the State of New Mexico are hereby accepted and made a p a r t 

of t h i s agreement. 

2. DEFINITIONS. For the purpose of t h i s agreement, the f o l l o w i n g 

terms and expressions as used h e r e i n s h a l l mean: 

(a) "Commissioner" i s d e f i n e d as the Commissioner of P u b l i c Lands 
of the State of New Mexico. 

(b) "Commission" i s defined as the O i l Conservation Commission of 
the State of New Mexico . 

(c) " D i r e c t o r " i s d e f i n e d as the D i r e c t o r of the Unites States 
Geological Survey. 

(d) "Secretary" i s defined as the Secretary of the I n t e r i o r of 
the United States of America. 

(e) "Department" i s defined as the Department of the I n t e r i o r of 
the United States of America. 

( f ) "Supervisor" i s defined as the O i l and Gas Supervisor of the 
U n i t e d States Geological Survey. 

(g) " U n i t i z e d Formation" s h a l l mean t h a t subsurface p o r t i o n of 
the u n i t area commonly known as the Yates, Seven R i v e r s , Queen, and Grayburg 
formations the top of which i s found at 2312 f e e t on the Lane Wells r a d i o 
a c t i v i t y l o g dated J u l y 1, 1957 f o r the A t l a n t i c R i c h f i e l d H i n k l e "A" No. 6 
w e l l l o c a t e d 2310' FNL and 330' FEL Section 34, T-18-S, R-31-E, and the 
bottom of which i s a p o i n t 2,000 f e e t below the p o i n t at 2,312 f e e t on the 
s a i d l o g , such measurement being made from the d e r r i c k f l o o r . 
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(h) " U n i t i z e d Substances" i s defined as and s h a l l mean a l l o i l , 
gas, gaseous substances, sulphur contained i n gas, condensate, d i s t i l l a t e 
and a l l associated and c o n s t i t u e n t l i q u i d s or l i q u e f i a b l e hydrocarbons 
w i t h i n or produced from the U n i t i z e d Formation. 

( i ) "V/orking I n t e r e s t " i s defined as the r i g h t t o search f o r , 
produce and acquire U n i t i z e d Substances whether held as an i n c i d e n t of own
ers h i p of mineral fee simple t i t l e , under an o i l and gas lease, or otherwise 
h e l d . 

( j ) "Working I n t e r e s t Owner" i s defined as and s h a l l mean any 
p a r t y hereto owning a Working I n t e r e s t , i n c l u d i n g a c a r r i e d working i n t e r e s t 
owner, ho l d i n g an i n t e r e s t i n U n i t i z e d Substances by v i r t u e of a lease, op
e r a t i n g agreement, fee t i t l e or otherwise, which i n t e r e s t i s chargeable w i t h 
and o b l i g a t e d t o pay or bear, e i t h e r i n cash or out of p r o d u c t i o n , or other
wise, a l l or a p o r t i o n of the cost of d r i l l i n g , developing, o p e r a t i n g and 
producing the U n i t i z e d Substances from the U n i t i z e d Formation. 

(k) "Royalty I n t e r e s t " or "Royalty" i s defined as an i n t e r e s t 
other than a Working I n t e r e s t i n or r i g h t t o r e c e i v e a p o r t i o n of the 
U n i t i z e d Substances or the proceeds t h e r e o f and includes the r o y a l t y i n t e r e s t 
reserved by the l e s s o r s i n o i l and gas leases and any o v e r r i d i n g r o y a l t y i n 
t e r e s t , o i l payment i n t e r e s t , net p r o f i t c o n t r a c t , or any other payment or 
burden which does not c a r r y w i t h i t the r i g h t to search f o r and produce 
U n i t i z e d Substances . 

(1) Royalty Owner i s defined as and s h a l l mean the owner of a 
Royalty I n t e r e s t . 

(m) "Unit Operating Agreement" i s defined as and s h a l l mean any 
.agreement or agreements (whether one or more) entered i n t o ( separately or 
c o l l e c t i v e l y ) by and between the U n i t Operator and the Working I n t e r e s t 
Owners as provided i n Section 8, i n f r a , and s h a l l be s t y l e d "Unit Operating 
Agreement, East Shugart U n i t , Eddy County, New Mexico." 

(n) "Paying Q u a n t i t i e s " i s defined as p r o d u c t i o n of U n i t i z e d 
Substances i n q u a n t i t i e s s u f f i c i e n t t o pay f o r the cost of producing same 
from w e l l s on the u n i t i z e d l a n d . 

(o) "Phase i " i s defined as t h a t p e r i o d of time t h a t U n i t i z e d 
Substances are produced from the u n i t area from and a f t e r the e f f e c t i v e date 
of t h i s agreement u n t i l 7:00 a.m. the f i r s t day of the calendar month ensu
ing a f t e r 667,317 b a r r e l s of o i l minus the gross o i l p r o d u c t i o n from May 1, 
1966 t o the e f f e c t i v e date of t h i s agreement have been produced from the 
U n i t i z e d Formation. For the purposes of t h i s d e f i n i t i o n the Operator's 
Monthly Report, Form C-115, f i l e d w i t h the New Mexico O i l Conservation 
Commission s h a l l be deemed the c o n t r o l l i n g evidence of the p r o d u c t i o n of 
667,317 b a r r e l s of o i l a f t e r May 1, 1966 Phase I i s p r e d i c t e d upon 100% 
commitment of the u n i t area and s h a l l be subject t o c o r r e c t i o n s t o c o i n c i d e 
w i t h Phase I of the u n i t i z e d p o r t i o n of the r e s e r v o i r i n the event of the 
non-commitment of any t r a c t . 

(p) "Phase I I " i s d e f i n e d as the remainder of the term of t h i s 
agreement a f t e r the e x p i r a t i o n of Phase I . 

(q) "Unit Operator" means the Working I n t e r e s t Owner designated 
by Working I n t e r e s t Owners under the U n i t Operating Agreement t o develop and 
operate the U n i t i z e d Formation, a c t i n g as operator and not as a Working 
I n t e r e s t Owner. 

( r ) " T r a c t " means each p a r c e l of land described as such and 
given a Tract number i n E x h i b i t "A". 

(s) "Tract Surface Acres" i s defined as the number of surface 
acres of such t r a c t w i t h i n the U n i t Area. 

( t ) "Unit Area Surface Acres" i s defined as the t o t a l of the 
T r a c t Surface Acres o f a l l t r a c t s w i t h i n the Unit Area t h a t are committed t o 
t h i s agreement. 
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(u) "Tract Current O i l Rate" i s defined as the t o t a l number of 
b a r r e l s of o i l produced from the U n i t i z e d Formation under such t r a c t d u r i n g 
the p e r i o d from January 1, 1966 t o A p r i l 30, 1966, i n c l u s i v e l y , as rep o r t e d 
t o the Commission. 

(v) "Unit Area Current O i l Rate" i s de f i n e d as the t o t a l of 
the T r a c t Current O i l Rate of a l l t r a c t s w i t h i n the U n i t Area t h a t are com-
mited t o t h i s agreement. 

(w) "Tract Future Primary O i l Reserves" i s defined as the es t 
imated number of b a r r e l s of primary o i l t o be produced from the U n i t i z e d 
Formation from such t r a c t beginning May 1, 1966. 

(x) "Unit Area Future Primary O i l Reserves" i s defined as the 
t o t a l of the Tra c t Future Primary O i l Reserves of a l l t r a c t s w i t h i n the 
Un i t Area t h a t are committed t o t h i s agreement. 

(y) "Tract U l t i m a t e Primary O i l Recovery" i s defined as the 
u l t i m a t e number of b a r r e l s of o i l recovered or estimated t o be recovered 
from the U n i t i z e d Formation from such t r a c t . 

(z) "Unit Area U l t i m a t e Primary O i l Recovery" i s de f i n e d as the 
t o t a l of the Tra c t U l t i m a t e Primary O i l Recovery of a l l t r a c t s w i t h i n the 
U n i t Area t h a t are committed t o t h i s agreement. 

3. UNIT AREA. The f o l l o w i n g described land i s hereby designated 

and recognized as c o n s t i t u t i n g the u n i t area: 

New Mexico P r i n c i p a l M e r i d i a n , New Mexico 
Eddy County, New Mexico 

Township 18 South, Range 31 East 

Section 27: SEJSE3 40.00 Acres 
Section 34: E|, SEJNWJ, 

NjswJ, SEjswJ 480.00 Acres 
Section 35: Wj, NEj, WJSEJ 560.00 Acres 
Section 36: SWjNWj 40.00 Acres 

Township 19 South, Range 31 East 

Section 3: Lot 2, Lot 3, SWJNEJ, 

SEJNWJ, NWJSEJ, 

NEjSWj 239.40 Acres 

Containing 1,359.40 acres, more or l e s s . 

E x h i b i t "A" attached hereto i s a map showing, t o the extent known t o the 

U n i t Operator, the u n i t area and the boundaries and i d e n t i t y o f t r a c t s and 

leases i n sai d u n i t area. E x h i b i t "B" attached hereto i s a schedule show
i n g , t o the extent known t o the U n i t Operator, the acreage comprising each 

t r a c t , the percentage of ownership of each Working I n t e r e s t Owner i n each 

t r a c t , the ownership of the Royalty and Record T i t l e i n t e r e s t i n each t r a c t , 

and the percentage of p a r t i c i p a t i o n each t r a c t has i n the u n i t area. How

ever, nothing h e r e i n or i n s a i d schedule or map s h a l l be construed as a 

r e p r e s e n t a t i o n by any p a r t y hereto as t o the ownership o f any i n t e r e s t 

o ther than such i n t e r e s t or i n t e r e s t s as are shown i n s a i d map or schedule 

as owned by such p a r t y . E x h i b i t s "A" and "B" s h a l l be r e v i s e d by the U n i t 
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Operator whenever changes render such r e v i s i o n necessary, and at l e a s t two 

copies of such r e v i s i o n s h a l l be f i l e d w i t h the Commissioner, and not less 

than s i x copies thereof s h a l l be f i l e d w i t h the Supervisor. 

The above described u n i t area may, when p r a c t i c a b l e , be expanded t o 

include t h e r e i n any a d d i t i o n a l t r a c t or t r a c t s regarded as reasonably nec

essary or advisable f o r the purposes of t h i s agreement t o conform w i t h the 

purposes of t h i s agreement. Such expansion s h a l l be e f f e c t e d i n the f o l 

l owing manner: 

(a) The Working I n t e r e s t Owner or Owners of a t r a c t or t r a c t s de
s i r i n g t o b r i n g such t r a c t or t r a c t s i n t o t h i s u n i t , s h a l l f i l e an a p p l i c a 
t i o n t h e r e f o r w i t h U n i t Operator req u e s t i n g such admission. 

(b) U n i t Operator s h a l l c i r c u l a t e a n o t i c e t o each Working I n t e r e s t 
Owner of the proposed expansion, s e t t i n g out the basis f o r admission, the 
u n i t p a r t i c i p a t i o n t o be assigned t o such t r a c t or t r a c t s , and other 
p e r t i n e n t data. A f t e r n e g o t i a t i o n ( a t Working I n t e r e s t Owners' meeting or 
o t h e r w i s e ) , i f 85 per cent of the Working I n t e r e s t Owners (on the basis of 
u n i t p a r t i c i p a t i o n f o r Phase I I ) have agreed t o such t r a c t or t r a c t s being 
brought i n t o the u n i t , then U n i t Operator s h a l l a f t e r p r e l i m i n a r y concur
rence by the Commissioner and the D i r e c t o r : 

(1) Prepare a n o t i c e of proposed expansion d e s c r i b i n g the con
templated changes i n the boundaries of the u n i t area, the reason 
t h e r e f o r , the basis f o r admission of the a d d i t i o n a l t r a c t or t r a c t s , 
the u n i t p a r t i c i p a t i o n t o be assigned t h e r e t o and the proposed 
e f f e c t i v e date t h e r e o f , p r e f e r a b l y the f i r s t day of a month subse
quent t o the date of n o t i c e , and 

(2) D e l i v e r copies of said n o t i c e t o the Commissioner, the 
D i r e c t o r , each Working I n t e r e s t Owner ( m a i l i n g a copy of such n o t i c e 
t o the l a s t known address of each such Working I n t e r e s t Owner) , and 
to the lessee and less o r whose i n t e r e s t s are a f f e c t e d , a d v i s i n g such 
p a r t i e s t h a t t h i r t y (30) days w i l l be allowed f o r submission t o the 
Un i t Operator of any o b j e c t i o n t o such proposed expansion; and 

(3) F i l e f o r approval, upon the e x p i r a t i o n o f s a i d t h i r t y (30) 
day p e r i o d as set out i n (2) immediately above, w i t h the Commissioner 
and the D i r e c t o r the f o l l o w i n g : (a) comprehensive statement as t o 
m a i l i n g such n o t i c e of expansion; (b) s u f f i c i e n t copies of an a p p l i 
c a t i o n f o r such expansion; and (c) s u f f i c i e n t copies of an instrument 
c o n t a i n i n g the a p p r o p r i a t e j o i n d e r s i n compliance w i t h the p a r t i c i p a 
t i o n requirements of Section 12, i n f r a . 

The expansion s h a l l , a f t e r due c o n s i d e r a t i o n of a l l p e r t i n e n t i n f o r 

mation and upon approval by the Commissioner and the D i r e c t o r , become 

e f f e c t i v e as of the date p r e s c r i b e d i n the n o t i c e t h e r e o f or on such other 

date as set by the Commissioner and the D i r e c t o r i n the order or instrument 

approving such expansion. 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 of the r e s p e c t i v e 

t r a c t s included w i t h i n the U n i t Area p r i o r t o such enlargement s h a l l remain 

i n the same r a t i o one t o another. 

4. UNITIZED LAND AND UNITIZED SUBSTANCES. A l l lands committed t o 

t h i s agreement as t o the f o r m a t i o n defined under " U n i t i z e d Formation" s h a l l 

-5-



c o n s t i t u t e land r e f e r r e d t o h e r e i n as " U n i t i z e d Land" or "land subject t o 

t h i s agreement." A l l o i l and gas i n or produced from s a i d U n i t i z e d Forma

t i o n of the " U n i t i z e d Land" are u n i t i z e d under the terms of t h i s agreement 

and h e r e i n are c a l l e d " U n i t i z e d Substances." Surface r i g h t s o f ingress and 

egress s h a l l be maintained f o r the b e n e f i t of the u n i t . 

Nothing h e r e i n s h a l l be construed t o u n i t i z e , pool or i n any way 

a f f e c t the o i l , gas and other minerals contained i n or t h a t may be produced 

from any fo r m a t i o n other than the U n i t i z e d Formation. 

5. UNIT OPERATOR. A t l a n t i c R i c h f i e l d Company, a Pennsylvania 

Corp o r a t i o n , i s hereby designated as Uni t Operator, and by s i g n i n g t h i s i n 

strument as U n i t Operator i t agrees and consents t o accept the d u t i e s and 

o b l i g a t i o n s o f U n i t Operator f o r the o p e r a t i o n , development and pr o d u c t i o n 

of U n i t i z e d Substances as h e r e i n provided. Whenever reference i s made 

he r e i n t o the U n i t Operator, such reference means the U n i t Operator a c t i n g 

i n t h a t capacity and not as an owner of i n t e r e s t s i n U n i t i z e d Substances, 

and the term "Working I n t e r e s t Owner" when used h e r e i n s h a l l i n c l u d e or r e 

f e r t o U n i t Operator as the owner of a Working I n t e r e s t when such an 

i n t e r e s t i s owned by i t . 

6. RESIGNATION OF UNIT OPERATOR. Uni t Operator s h a l l have the r i g h t 

t o r e s i g n at any tim e , but such r e s i g n a t i o n s h a l l not become e f f e c t i v e so as 

t o release U n i t Operator from the d u t i e s and o b l i g a t i o n s of Uni t Operator 

and terminate U n i t Operator's r i g h t s as such f o r a p e r i o d of s i x months 

a f t e r n o t i c e of i n t e n t i o n t o r e s i g n has been served by U n i t Operator on a l l 

Working I n t e r e s t Owners, the Commissioner and the D i r e c t o r , and u n t i l a l l 

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

suspension or abandonment whichever i s r e q u i r e d by the Supervisor and 

Commissioner, unless a new U n i t Operator s h a l l have been selected and 

approved and s h a l l have taken over and assumed the d u t i e s and o b l i g a t i o n s of 

Un i t Operator p r i o r t o the e x p i r a t i o n of said p e r i o d . 

The r e s i g n a t i o n of U n i t Operator s h a l l not release U n i t Operator 

from any l i a b i l i t y f o r any d e f a u l t by i t hereunder o c c u r r i n g p r i o r t o the 

e f f e c t i v e date of i t s r e s i g n a t i o n . 

I n a l l instances of r e s i g n a t i o n , u n t i l a successor U n i t Operator i s 

selected and approved as h e r e i n a f t e r provided, the Working I n t e r e s t Owners 

s h a l l be j o i n t l y responsible f o r performance of the d u t i e s o f Uni t Operator 
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and s h a l l , not l a t e r than t h i r t y (30) days before such r e s i g n a t i o n becomes 

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

hereunder . 

The r e s i g n a t i o n of U n i t Operator under t h i s agreement s h a l l not term

i n a t e i t s r i g h t , t i t l e or i n t e r e s t as the owner of a working i n t e r e s t or 

other i n t e r e s t i n U n i t i z e d Substances, but upon the r e s i g n a t i o n of U n i t 

Operator becoming e f f e c t i v e , such U n i t Operator s h a l l d e l i v e r possession of 

a l l equipment, books and records, m a t e r i a l s , appurtenances and any other 

assets used i n conducting the u n i t operations and owned by the Working 

I n t e r e s t Owners ( i n c l u d i n g any and a l l data and i n f o r m a t i o n which i t might 

have gained or assembled by reason of i t s o p e r a t i o n of the u n i t area) t o the 

new duly q u a l i f i e d successor U n i t Operator or t o the owners t h e r e o f i f no 

such new U n i t Operator i s e l e c t e d , t o be used f o r the purpose of conducting 

u n i t operations hereunder. Nothing h e r e i n contained s h a l l be construed as 

a u t h o r i z i n g removal of any m a t e r i a l , equipment and appurtenances needed f o r 

the p r e s e r v a t i o n of any w e l l s . 

7. SUCCESSOR UNIT OPERATOR. Whenever the U n i t Operator s h a l l tender 

i t s r e s i g n a t i o n as U n i t Operator as hereinabove provided, or a change of 

U n i t Operator i s negotiated by Working I n t e r e s t Owners, the owners of the 

working i n t e r e s t s , v o t i n g according t o t h e i r r e s p e c t i v e Phase I I p a r t i c i p a t i n g 

i n t e r e s t s i n a l l u n i t i z e d l a n d , s h a l l by m a j o r i t y vote s e l e c t a successor 

U n i t Operator. Provided, t h a t , i f a m a j o r i t y or i n excess t h e r e o f of the 

working i n t e r e s t s q u a l i f i e d t o vote are owned by one p a r t y t o t h i s agreement, 

a concurring vote of one or more a d d i t i o n a l Working I n t e r e s t Owner s h a l l be 

r e q u i r e d t o s e l e c t a new U n i t Operator. Such s e l e c t i o n s h a l l not become 

e f f e c t i v e u n t i l : 

(a) the U n i t Operator so s e l e c t e d s h a l l accept i n w r i t i n g the d u t i e s 

and r e s p o n s i b i l i t i e s of U n i t Operator, and 

(b) the s e l e c t i o n s h a l l have been f i l e d w i t h the Supervisor and 

approved by the Commissioner. I f no successor U n i t Operator i s selected and 

q u a l i f i e d as h e r e i n provided, the D i r e c t o r and Commissioner at t h e i r e l e c t i o n 

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

8. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT. Costs and 

expenses i n c u r r e d by U n i t Operator i n conducting u n i t operations hereunder 

s h a l l be p a i d , apportioned among and borne by the Working I n t e r e s t Owners 



i n accordance w i t h the Unit Operating Agreement . Such U n i t Operating Agree

ment s h a l l also provide the manner i n which the Working I n t e r e s t Owners 

s h a l l be e n t i t l e d to receive t h e i r r e s p e c t i v e pi'oportionate and a l l o c a t e d 

share of the b e n e f i t s accruing hereto i n conformit}' w i t h t h e i r u n d e r l y i n g 

o p e r a t i n g agreements, leases or other independent c o n t r a c t s and such other 

r i g h t s and o b l i g a t i o n s as between U n i t Operator and the Working I n t e r e s t 

Owners as may be agreed upon by the U n i t Operator and the Working I n t e r e s t 

Owners; however, no such U n i t Operating Agreement s h a l l be deemed e i t h e r t o 

modify any of the terms and c o n d i t i o n s of t h i s U n i t Agreement or t o r e l i e v e 

t h e Unit Operator of any r i g h t or o b l i g a t i o n e s t a b l i s h e d under t h i s Unit 

Agreement, and i n case of any inconsistency or c o n f l i c t between the U n i t 

Agreement and the U n i t Operating Agreement t h i s U n i t Agreement s h a l l p r e v a i l . 

Two t r u e copies of any U n i t Operating Agreement executed pursuant t o t h i s 

s e c t i o n s h a l l be f i l e d w i t h the Commissioner and three t r u e copies t h e r e o f 

s h a l l be f i l e d w i t h the Supervisor p r i o r t o approval of t h i s agreement. 

9. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Except as otherwise 

s p e c i f i c a l l y provided h e r e i n , the e x c l u s i v e r i g h t , p r i v i l e g e and duty of ex

e r c i s i n g any and a l l r i g h t s of the p a r t i e s hereto which are necessary or 

convenient f o r p r o s p e c t i n g f o r , producing, s t o r i n g , a l l o c a t i n g and d i s t r i b u t 

ing the U n i t i z e d Substances are hereby delegated t o and s h a l l be exercised by 

the U n i t Operator as h e r e i n provided. Acceptable evidence of t i t l e t o s a i d 

r i g h t s s h a l l be deposited w i t h s a i d U n i t Operator, and together w i t h t h i s 

agreement, s h a l l c o n s t i t u t e and d e f i n e the r i g h t s , p r i v i l e g e s and o b l i g a t i o n s 

o f U n i t Operator. Nothing h e r e i n , however, s h a l l be construed t o t r a n s f e r 

t i t l e t o any land or t o any lease or o p e r a t i n g agreement, i t being understood 

t h a t under t h i s agreement the U n i t Operator, i n h i s c a p a c i t y as U n i t Operator, 

s h a l l exercise the r i g h t s of possession and use vested i n the p a r t i e s hereto 

only f o r the purposes h e r e i n s p e c i f i e d . 

10. PLAN OF OPERATIONS. I t i s recognized and agreed by the p a r t i e s 

hereto t h a t the land s u b j e c t t o t h i s agreement i s reasonably proved t o be pro

d u c t i v e of U n i t i z e d Substances i n paying q u a n t i t i e s and t h a t the o b j e c t and 

purpose of t h i s agreement i s t o formulate and t o put i n t o e f f e c t a pressure 

maintenance and secondary recovery p r o j e c t i n order t o e f f e c t a d d i t i o n a l r e 

covery of U n i t i z e d Substances, prevent waste and conserve n a t u r a l resources. 
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The p a r t i e s hereto agree t h a t the U n i t Operator may, subject t o the consent 

and approval of a p l a n of o p e r a t i o n by the Working I n t e r e s t Owners, the 

Supervisor, and the Commissioner, i n j e c t i n t o the U n i t i z e d Formation, 

through any w e l l or w e l l s completed t h e r e i n , b r i n e , water, a i r , gas, o i l , 

l i q u e f i e d petroleum gas, and any other substance or a combination of any of 

s a i d substances, whether produced from the U n i t Area or n o t , and t h a t the 

l o c a t i o n of i n p u t w e l l s and the r a t e of i n j e c t i o n t h e r e i n and the r a t e of 

p r o d u c t i o n s h a l l be governed by standards of good geologic and petroleum 

engineering p r a c t i c e s and conservation methods. A f t e r commencement of pres

sure maintenance and secondary recovery o p e r a t i o n s , Unit Operator s h a l l 

f u r n i s h the Commissioner and the Supervisor monthly i n j e c t i o n and production 

r e p o r t s f o r each w e l l i n the u n i t . The Working I n t e r e s t Owners, the 

Supervisor, and the Commissioner s h a l l be f u r n i s h e d p e r i o d i c a l r e p o r t s on 

the progress of the plan of o p e r a t i o n and any r e v i s i o n s or changes t h e r e t o ; 

provided, however, t h a t any major r e v i s i o n s of the p l a n of o p e r a t i o n i n 

v o l v i n g a basic d e v i a t i o n from the i n i t i a l p l a n of o p e r a t i o n s h a l l be subject 

t o the consent and approval of the Working I n t e r e s t Owners, the Supervisor, 

and the Commissioner. 

The i n i t i a l p l a n of o p e r a t i o n s h a l l be f i l e d w i t h the Supervisor and 

the Commissioner c o n c u r r e n t l y w i t h the f i l i n g of t h i s U n i t Agreement f o r 

f i n a l approval . Said i n i t i a l plan of o p e r a t i o n and a l l r e v i s i o n s t h e r e o f 

s h a l l be as complete and adequate as the Supervisor and the Commissioner 

may determine t o be necessary f o r t i m e l y o p e r a t i o n c o n s i s t e n t h e r e w i t h . 

Reasonable d i l i g e n c e s h a l l be exercised i n complying w i t h the o b l i g a t i o n s of 

t h e approved plan of o p e r a t i o n . 

Notwithstanding anything t o the c o n t r a r y h e r e i n contained, the U n i t 

Operator s h a l l commence pressure maintenance and secondary recovery opera

t i o n s on the u n i t area w i t h i n s i x (6) months a f t e r the e f f e c t i v e date of t h i s 

agreement, or any extension t h e r e o f approved by the Commissioner and the 

D i r e c t o r , or t h i s agreement s h a l l terminate a u t o m a t i c a l l y , i n which l a t t e r 

event U n i t Operator s h a l l n o t i f y a l l i n t e r e s t e d p a r t i e s . A f t e r such opera

t i o n s are commenced, U n i t Operator s h a l l c a r r y on such operations as would a 

reasonably prudent operator under the same or s i m i l a r circumstances. 

11. TRACT PARTICIPATION. The l a s t page of E x h i b i t "B" attached here

t o shows the percentage of p a r t i c i p a t i o n a l l o c a t e d t o each t r a c t i n the u n i t 

-9-



area during Phase I and during Phase I I , as defined i n subsection (o) and 

(p) s p e c i f i c a l l y of Section 2 hereof . The formula as used f o r the c a l c u 

l a t i o n s of such percentages of p a r t i c i p a t i o n are as f o l l o w s : 

(a) Phase I p a r t i c i p a t i o n of each t r a c t , beginning at 7:00 a.m. 
on the e f f e c t i v e date hereof and u n t i l 7:00 a.m. on the f i r s t day 
of the month next f o l l o w i n g the date when cumulative o i l produc
t i o n from a l l of the t r a c t s described i n the o r i g i n a l E x h i b i t "B" 
from the U n i t i z e d Formation subsequent t o 7:00 a.m. May 1, 1966 
equals 667,317 b a r r e l s , s h a l l be equal t o f i f t y per cent (50%) of 
the r a t i o of the t r a c t c u r r e n t o i l r a t e of p r o d u c t i o n of U n i t i z e d 
Substances from each t r a c t t o the t o t a l u n i t area c u r r e n t o i l 
r a t e of p r o d u c t i o n of U n i t i z e d Substances from a l l such t r a c t s 
p l us f i f t y per cent (50%) of the r a t i o of the t r a c t f u t u r e primary 
o i l reserves of each t r a c t t o the u n i t area f u t u r e primary o i l r e 
serves of a l l such t r a c t s . 

(b) Phase I I p a r t i c i p a t i o n of each t r a c t beginning at 7:00 a.m. 
on the f i r s t day of the month f o l l o w i n g the date when the 667,317 
b a r r e l s r e f e r r e d t o above s h a l l have been produced, s h a l l be equal 
t o n i n e t y - f i v e per cent (95%) of the r a t i o of the t r a c t u l t i m a t e 
Primary o i l recovery from each of such t r a c t s , t o the t o t a l u n i t 
area u l t i m a t e primary o i l recovery of a l l such t r a c t s plus f i v e 
per cent (5%) of the r a t i o of the t r a c t surface acres of each t r a c t 
t o the t o t a l u n i t area surface acres of a l l such t r a c t s . 

(c) W i t h i n s i x t y (60) days a f t e r the requirements f o r commencement 
of Phase I I have been met, the Operator w i l l n o t i f y the O i l and Gas 
Department of the New Mexico State Land O f f i c e of such conversion 
t o Phase I I . 

The percentages of p a r t i c i p a t i o n set f o r t h opposite each t r a c t on 

the l a s t page of E x h i b i t "B" were c a l c u l a t e d on the basis of 100% t r a c t com

mitment . I f the U n i t Agreement i s approved w i t h l e s s than 100% t r a c t 

commitment, said percentages of p a r t i c i p a t i o n s h a l l be r e v i s e d t o r e f l e c t 

the commitment st a t u s as of the e f f e c t i v e date hereof, and t h e r e a f t e r , as 

needed, pursuant t o Section 13 ( A l l o c a t i o n of U n i t i z e d Substances). 

12. TRACTS QUALIFIED FOR UNIT PARTICIPATION. As the o b j e c t i v e of t h i s 

u n i t agreement i s t o have lands i n the u n i t area operated and e n t i t l e d t o 

p a r t i c i p a t i o n under the terms hereof, i t i s agreed t h a t , n o t w i t h s t a n d i n g any

t h i n g else h e r e i n , no j o i n d e r s h a l l be considered a commitment t o t h i s u n i t 

agreement unless the t r a c t i n v o l v e d i s q u a l i f i e d under t h i s s e c t i o n . 

On and a f t e r the e f f e c t i v e date hereof the t r a c t s w i t h i n the u n i t 

area which s h a l l be e n t i t l e d t o p a r t i c i p a t i o n (as provided i n Section 11 

h e r e o f ) i n the p r o d u c t i o n of U n i t i z e d Substances therefrom s h a l l be those 

t r a c t s w i t h i n the u n i t area and more p a r t i c u l a r l y described i n s a i d E x h i b i t 

"B" t h a t are q u a l i f i e d as f o l l o w s (the Record I n t e r e s t s h a l l supplant the 

r o y a l t y i n t e r e s t as t o Federal land f o r the purposes of t h i s s e c t i o n ) : 

(a) Each and a l l of those t r a c t s as t o which Working I n t e r e s t Owners 
owning 100% of the working i n t e r e s t i n said t r a c t and r o y a l t y owners owning 
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100% of the r o y a l t y i n t e r e s t i n said t r a c t have subscribed, r a t i f i e d or con
sented t o t h i s agreement; and 

(b) Each and a l l o f those t r a c t s as t o v/hich Working I n t e r e s t Owners 
owning not less than 95% of the working i n t e r e s t t h e r e i n and r o y a l t y owners 
owning not less than 75% of the r o y a l t } ' i n t e r e s t t h e r e i n have executed t h i s 
agreement, and i n which the Working I n t e r e s t Owners i n s a i d t r a c t who have 
executed t h i s agreement have agreed t o indemnify and hold harmless a l l other 
p a r t i e s h e r e t o , i n a manner s a t i s f a c t o r y t o 85% of the Working I n t e r e s t 
Owners q u a l i f i e d under (a) against any and a l l claims and demands t h a t may 
be made by the n o n j o i n i n g Working I n t e r e s t Owners or r o y a l t y owners, or both, 
on account of the commitment and j o i n d e r of such t r a c t t o the u n i t agreement, 
and o p e r a t i o n t h e r e o f under such c o n d i t i o n s on the basis h e r e i n provided, and 
as t o which 85% of the Working I n t e r e s t Owners q u a l i f i e d under (a) ex c l u s i v e 
of the Working I n t e r e s t Owner s u b m i t t i n g such t r a c t , have approved the com
mitment of such t r a c t t o t h i s u n i t agreement. 

I f , on the e f f e c t i v e date of t h i s agreement, t h e r e i s any t r a c t or 

t r a c t s which have not been committed t o or made subject t o t h i s agreement 

by q u a l i f y i n g as above provided, then such t r a c t or t r a c t s s h a l l not be en

t i t l e d t o p a r t i c i p a t e hereunder. U n i t Operator s h a l l , when s u b m i t t i n g t h i s 

agreement f o r f i n a l approval by the Commissioner and the D i r e c t o r , or as 

soon t h e r e a f t e r as p r a c t i c a l , f i l e t h e r e w i t h a schedule of those t r a c t s 

which have been committed and made subject t o t h i s agreement and are en

t i t l e d t o p a r t i c i p a t e i n the p r o d u c t i o n from the u n i t area hereunder. Said 

schedule s h a l l set f o r t h opposite each such committed t r a c t the lease number 

and assignment number, the owner of record of the lease, and the percentage 

of p a r t i c i p a t i o n of such t r a c t which s h a l l be computed according t o the 

p a r t i c i p a t i o n formula set out i n Section 11 (Tract P a r t i c i p a t i o n ) above. 

This schedule of p a r t i c i p a t i o n s h a l l be a p a r t of E x h i b i t "B" and upon ap

pro v a l t h e r e o f by the Commissioner and the Supervisor s h a l l become a p a r t 

of t h i s agreement and s h a l l govern the a l l o c a t i o n of pr o d u c t i o n of U n i t i z e d 

Substances u n t i l the e f f e c t i v e date of a new schedule approved by the 

Commissioner and the Supervisor. 

13. ALLOCATION OF UNITIZED SUBSTANCES. A l l U n i t i z e d Substances pro

duced and saved ( l e s s , save and except any p a r t of such U n i t i z e d Substances 

used i n conformity w i t h good o p e r a t i n g p r a c t i c e s on u n i t i z e d land f o r d r i l l 

i n g , o p e r a t i n g , camp and other p r o d u c t i o n or development purposes and f o r 

pressure maintenance or unavoidable l o s s ) s h a l l be apportioned among and 

a l l o c a t e d t o the committed t r a c t s w i t h i n the u n i t area i n accordance w i t h the 

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 then e f f e c t i v e hereunder d u r i n g the r e s p e c t i v e 

periods such U n i t i z e d Substances were produced, as set f o r t h i n the schedule 

of p a r t i c i p a t i o n i n E x h i b i t "B". The amount of U n i t i z e d Substances so 
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a l l o c a t e d t o each t r a c t , and only t h a t amount, (regardless of whether i t be 

more or le s s than the amount of the a c t u a l p r o d u c t i o n of U n i t i z e d Substances 

from the w e l l or w e l l s , i f any, on such t r a c t ) s h a l l , f o r a l l i n t e n t s , uses 

and purposes be deemed t o have been produced from such t r a c t . 

The U n i t i z e d Substances a l l o c a t e d t o each t r a c t s h a l l be d i s t r i b u t e d 

among, or accounted f o r , t o the p a r t i e s executing, consenting t o or r a t i f y i n g 

t h i s agreement e n t i t l e d t o share i n the p r o d u c t i o n from such t r a c t i n the 

same manner, 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 

would have p a r t i c i p a t e d and shared i n the pr o d u c t i o n from such t r a c t s , or 

i n the proceeds t h e r e o f , had t h i s agreement not been entered i n t o ; and w i t h 

the same l e g a l f o r c e and e f f e c t . 

No t r a c t committed t o t h i s agreement and q u a l i f i e d f o r p a r t i c i p a t i o n 

as above provided s h a l l be subsequently excluded from p a r t i c i p a t i o n hereunder 

on account of d e p l e t i o n of U n i t i z e d Substances, and nothing h e r e i n contained 

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

t a i n e d p r i o r t o the e f f e c t i v e date of the j o i n d e r of any t r a c t . 

I f the working i n t e r e s t and the r o y a l t y i n t e r e s t i n any t r a c t are 

d i v i d e d w i t h respect t o separate p a r c e l s or p o r t i o n s of such t r a c t and owned 

s e v e r a l l y by d i f f e r e n t persons, the percentage p a r t i c i p a t i o n assigned t o such 

t r a c t s h a l l , i n the absence of a recordable instrument executed by a l l owners 

and f u r n i s h e d t o U n i t Operator f i x i n g the d i v i s i o n of ownership, be d i v i d e d 

among such parcels or p o r t i o n s i n p r o p o r t i o n t o the number of surface acres 

i n each. 

The U n i t i z e d Substances a l l o c a t e d t o 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 t o the r e s p e c t i v e Working I n t e r e s t Owners and p a r t i e s e n t i t l e d t h e r e t o 

by v i r t u e of the ownership of o i l and gas r i g h t s t h e r e i n or by purchase from 

such owners. Each Working I n t e r e s t Owner and the p a r t i e s e n t i t l e d t h e r e t o 

s h a l l have the c o n t i n u i n g r i g h t t o receive such p r o d u c t i o n i n k i n d a t a common 

p o i n t w i t h i n the u n i t area and t o s e l l or dispose of the same as i t sees f i t . 

Each such p a r t y s h a l l have the r i g h t t o c o n s t r u c t , m a i n t a i n and operate a l l 

necessary f a c i l i t i e s f o r t h a t purpose on u n i t i z e d l a n d , provided the same 

are so cons t r u c t e d , maintained and operated as not t o i n t e r f e r e w i t h opera

t i o n s c a r r i e d on pursuant h e r e t o . Subject t o Section 14 hereof, any e x t r a 

expenditure i n c u r r e d by U n i t Operator by reason 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 of the U n i t i z e d Substances s h a l l be borne by the p a r t y r e c e i v i n g 
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the sane i n k i n d . I n the event any p a r t y hereto s h a l l f a i l t o take or other

wise adequately dispose of i t s p r o p o r t i o n a t e share of the p r o d u c t i o n from 

the u n i t area c u r r e n t l y as and when produced, then so long as such c o n d i t i o n s 

continue, U n i t Operator, f o r the account and at the expense of such p a r t y 

and i n order t o avoid c u r t a i l i n g the o p e r a t i o n of the u n i t area, may s e l l 

or otherwise dispose of such p r o d u c t i o n to i t s e l f or others on a day-to-day 

basis at not l e s s than the p r e v a i l i n g market p r i c e i n the area f o r l i k e 

p r o d u c t i o n , and the account of such p a r t y s h a l l be charged t h e r e w i t h as 

having received such p r o d u c t i o n . The net proceeds, i f any, of the u n i t i z e d 

substances so disposed of by U n i t Operator s h a l l be paid t o the p a r t y en

t i t l e d t h e r e t o . 

Any p a r t y r e c e i v i n g i n k i n d or separately disposing of a l l or any 

p a r t of the U n i t i z e d Substances a l l o c a t e d t o any t r a c t , or r e c e i v i n g the 

proceeds therefrom i f the same i s sold or purchased by U n i t Operator, s h a l l 

be r e s p o n s i b l e f o r the payment of a l l r o y a l t y on the lease or leases and 

t r a c t s c o n t r i b u t e d by i t and received i n t o the u n i t , and each such p a r t y 

s h a l l h o l d each other p a r t y hereto harmless against a l l claims, demands and 

causes of a c t i o n f o r such r o y a l t y on the lease or leases and t r a c t s c o n t r i 

buted by i t and received i n t o the u n i t i z e d l a n d . 

I f , a f t e r the e f f e c t i v e date of t h i s agreement t h e r e i s any t r a c t or 

t r a c t s t h a t are subsequently committed hereto as provided i n Section 3 

( U n i t Area) hereof, or any t r a c t or t r a c t s w i t h i n the u n i t area not committed 

hereto as of the e f f e c t i v e date hereof but which are subsequently committed 

hereto under the p r o v i s i o n s of Section 31 (Nonjoinder and Subsequent J o i n d e r ) , 

or i f any t r a c t i s excluded from the u n i t area as provided f o r i n Section 28 

(Loss of T i t l e ) , the schedule of p a r t i c i p a t i o n as shown i n E x h i b i t "B", sub

j e c t t o Section 11 (Tract P a r t i c i p a t i o n ) or Section 31 (Nonjoinder and 

Subsequent J o i n d e r ) , whichever i s a p p r o p r i a t e , s h a l l be r e v i s e d by the U n i t 

Operator and d i s t r i b u t e d t o the Working I n t e r e s t Owners, the Commissioner 

and the Supervisor t o show the new percentages of p a r t i c i p a t i o n of a l l the 

then e f f e c t i v e l y committed t r a c t s ; and the r e v i s e d schedule, upon approval by 

the Commissioner and the Supervisor, s h a l l govern a l l the a l l o c a t i o n of pro

d u c t i o n from and a f t e r the e f f e c t i v e date t h e r e o f u n t i l the e f f e c t i v e date of 

a new schedule approved by the Commissioner and the Supervisor. 
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U n i t Operator nay use as much of the U n i t i z e d Substances as i t may 

reasonably deem necessary f o r the o p e r a t i o n and development of the u n i t area, 

i n c l u d i n g but not l i m i t e d t o the i n j e c t i o n of U n i t i z e d Substances i n t o the 

f o r m a t i o n . 

14. ROYALTY SETTLEMENT. The State of New Mexico and the United States 

of America and a l l r o y a l t y owners who, under an e x i s t i n g c o n t r a c t , are en

t i t l e d t o take i n k i n d a share of the substances produced from any t r a c t 

u n i t i z e d hereunder, s h a l l continue t o be e n t i t l e d t o such r i g h t t o take i n 

k i n d t h e i r share of the U n i t i z e d Substances a l l o c a t e d t o such t r a c t , and U n i t 

Operator s h a l l make d e l i v e r i e s of such r o y a l t y share taken i n k i n d i n con

f o r m i t y w i t h the a p p l i c a b l e c o n t r a c t s , laws and r e g u l a t i o n s . Settlement f o r 

r o y a l t y i n t e r e s t s not taken i n k i n d s h a l l be made by Working I n t e r e s t Owners 

responsible t h e r e f o r under e x i s t i n g c o n t r a c t s , laws and r e g u l a t i o n s , on or 

before the l a s t day of each month f o r U n i t i z e d Substances produced during the 

preceding calendar month; provided, however, t h a t nothing h e r e i n contained 

s h a l l operate t o r e l i e v e the lessees of any land from t h e i r r e s p e c t i v e lease 

o b l i g a t i o n s f o r the payment of any r o y a l t y due under t h e i r leases, except 

t h a t such r o y a l t y s h a l l be computed i n accordance w i t h the terms of t h i s u n i t 

agreement. 

I f gas obtained from lands not subject t o t h i s agreement i s introduced 

i n t o the U n i t i z e d Formation, f o r use i n r e p r e s s u r i n g , s t i m u l a t i o n of produc

t i o n or i n c r e a s i n g u l t i m a t e recovery i n conformity w i t h a p l a n approved pur

suant t o Section 10 (Plan of Op e r a t i o n s ) , a l i k e amount of gas, l e s s 

a p p r o p r i a t e deductions f o r loss from any cause, may be withdrawn from the 

U n i t i z e d Formation, Royalty f r e e as t o dry gas but not as t o the products 

e x t r a c t e d therefrom; provided such withdrawal s h a l l be pursuant t o such con

d i t i o n s and formulas as may be pre s c r i b e d or approved by the Supervisor and 

the Commissioner; and provided f u r t h e r t h a t such r i g h t of withdrawal s h a l l 

t e rminate as of the e f f e c t i v e date of t e r m i n a t i o n of the U n i t Agreement. I f 

l i q u e f i e d petroleum gases, or any other substance, obtained from lands or f o r 

mations not subject t o t h i s agreement be i n j e c t e d i n t o the U n i t i z e d Formation 

f o r the purpose of i n c r e a s i n g u l t i m a t e recovery, which s h a l l be i n conformance 

w i t h a. p l a n f i r s t approved by the Supervisor and the Commissioner, p a r t or a l l 

of such l i q u e f i e d petroleum gases, or such other substance, may be withdrawn 

Royalty f r e e pursuant t o such c o n d i t i o n s and formulas as may be pr e s c r i b e d or 
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approved by the Supervisor and the Commissioner; and provided f u r t h e r t h a t such 

r i g h t of withdrawal s h a l l terminate as of the e f f e c t i v e date of t e r m i n a t i o n of 

the U n i t Agreement. 

A l l r o y a l t y due the State of New Hexico and the other r o y a l t y owners 

hereunder s h a l l be computed and paid on the basis of a l l U n i t i z e d Substances 

a l l o c a t e d t o the r e s p e c t i v e t r a c t or t r a c t s committed h e r e t o , i n l i e u of 

ac t u a l p r o d u c t i o n from such t r a c t or t r a c t s . 

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

ope r a t i n g r e g u l a t i o n s and pai d i n value or d e l i v e r e d i n k i n d as t o a l l 

U n i t i z e d Substances on the basis of the amounts t h e r e o f a l l o c a t e d t o 

u n i t i z e d Federal land as provided h e r e i n at the r a t e s p e c i f i e d i n the r e 

spective Federal leases or at such lower r a t e or r a t e s as may be aut h o r i z e d 

by law or r e g u l a t i o n ; provided, t h a t f o r leases on which the r o y a l t y r a t e 

depends on the d a i l y average produ c t i o n per w e l l , such average p r o d u c t i o n 

s h a l l be determined i n accordance w i t h the o p e r a t i n g r e g u l a t i o n s as though 

the u n i t i z e d lands were a s i n g l e consolidated lease. 

Each r o y a l t y owner (other than the State of New Mexico and the United 

States of America) t h a t executes t h i s agreement represents and warrants t h a t 

i t i s the owner of a r o y a l t y i n t e r e s t i n a t r a c t or t r a c t s w i t h i n the u n i t 

area as i t s i n t e r e s t appears i n E x h i b i t "B" attached h e r e t o . I f any r o y a l t y 

i n t e r e s t i n a t r a c t or t r a c t s should be l o s t by t i t l e f a i l u r e or otherwise 

i n whole or i n p a r t , during the term of t h i s agreement, then the r o y a l t y i n 

t e r e s t of the p a r t y r e p r e s e n t i n g himself t o be the owner t h e r e o f s h a l l be 

reduced p r o p o r t i o n a t e l y and the i n t e r e s t of a l l p a r t i e s s h a l l be adjusted 

a c c o r d i n g l y . 

15. RENTAL SETTLEMENT. Rentals or minimum r o y a l t i e s due on leases 

committed hereto s h a l l be paid by Working I n t e r e s t Owners resp o n s i b l e t h e r e 

f o r under e x i s t i n g c o n t r a c t s , laws and r e g u l a t i o n s , provided t h a t nothing 

h e r e i n contained s h a l l operate t o r e l i e v e the lessees of any land from t h e i r 

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

r o y a l t y i n l i e u t h e r e o f , due under t h e i r leases. Rental f o r lands of the 

State of New Mexico subject t o t h i s agreement s h a l l be pai d a t the r a t e 

s p e c i f i e d i n the r e s p e c t i v e leases from the State of New Mexico. Rental or 

minimum r o y a l t y f o r lands of the United States of America subject t o t h i s 

agreement s h a l l be paid at the r a t e s p e c i f i e d i n the r e s p e c t i v e leases from 
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the United States of America, unless r e n t a l or minimum r o y a l t y i s waived, 

suspended, or reduced by law or by approval of the Secretary or h i s duly 

authorized r e p r e s e n t a t i v e . 

16. CONSERVATION. Operations hereunder and pr o d u c t i o n of U n i t i z e d 

Substances s h a l l be conducted t o provide f o r the most economical and e f 

f i c i e n t recovery of said substances w i t h o u t waste, as defined by or 

pursuant t o Federal and State laws and r e g u l a t i o n s . 

17. DRAINAGE. The Unit Operator s h a l l take a p p r o p r i a t e and adequate 

measures t o prevent drainage of U n i t i z e d Substances from u n i t i z e d land by 

w e l l s on land not subject t o t h i s agreement. 

18. LEASES AND CONTRACTS CONFORMED AND EXTENDED. The terms, con

d i t i o n s and p r o v i s i o n s of a l l leases, subleases and other c o n t r a c t s r e l a t i n g 

t o e x p l o r a t i o n , d r i l l i n g , development or operations f o r o i l or gas on lands 

committed t o t h i s agreement are hereby expressly modified and amended t o 

the extent necessary t o make the same conform t o the p r o v i s i o n s hereof, but 

.otherwise t o remain i n f u l l f o r c e and e f f e c t , and the p a r t i e s hereto hereby 

consent t h a t the Secretary and the Commissioner, r e s p e c t i v e l y , s h a l l and by 

t h e i r approval hereof, do hereby e s t a b l i s h , a l t e r , change or revoke the 

d r i l l i n g , producing, r e n t a l , minimum r o y a l t y and r o y a l t y requirements of 

Federal and State leases committed hereto and the r e g u l a t i o n s i n respect 

t h e r e t o t o conform said requirements t o the p r o v i s i o n s of t h i s agreement. 

Without l i m i t i n g the g e n e r a l i t y of the f o r e g o i n g , a l l leases, sub

leases and c o n t r a c t s are p a r t i c u l a r l y m o d i fied i n accordance w i t h the f o l l o w 

i n g : 

(a) The development and op e r a t i o n of lands subject t o t h i s agreement 
under the terms hereof s h a l l be deemed f u l l performance of a l l o b l i g a t i o n s 
f o r development and o p e r a t i o n w i t h respect t o each and every p a r t or sepa
r a t e l y owned t r a c t subject t o t h i s agreement, regardless of whether there 
i s any development of any p a r t i c u l a r p a r t or t r a c t of the u n i t area, not
w i t h s t a n d i n g anything t o the c o n t r a r y i n any lease, o p e r a t i n g agreement or 
other c o n t r a c t by and between the p a r t i e s h e r e t o , or t h e i r r e s p e c t i v e 
predecessors i n i n t e r e s t , or any of them. 

(b) D r i l l i n g , producing or secondary recovery operations performed 
hereunder upon any t r a c t of u n i t i z e d lands s h a l l be accepted and deemed t o 
be performed upon and f o r the b e n e f i t of each and every t r a c t o f u n i t i z e d 
l a n d , and no lease s h a l l be deemed t o e x p i r e by reason of f a i l u r e t o d r i l l 
or produce w e l l s s i t u a t e d on land t h e r e i n embraced. 

(c) Suspension of d r i l l i n g or producing operations on a l l u n i t i z e d 
lands pursuant t o d i r e c t i o n or consent of the Commissioner and the Supervisor 
or t h e i r duly a u t h o r i z e d r e p r e s e n t a t i v e s , s h a l l be deemed t o c o n s t i t u t e such 
suspension pursuant t o such d i r e c t i o n or consent as t o each and every t r a c t 
of u n i t i z e d l a n d . 
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(d) Each lease, sublease, or co n t r a c t r e l a t i n g t o the e x p l o r a t i o n , 
d r i l l i n g , development cr op e r a t i o n f o r o i l and gas which by i t s terms might 
e x p i r e p r i o r t o the t e r m i n a t i o n of t h i s agreement, i s hereby extended be
yond any such terra so provided t h e r e i n , so t h a t i t s h a l l be continued i n 
f u l l f o r c e and e f f e c t f o r so long as such land remains committed hereto. 

(e) The segregation of any Federal lease committed t o t h i s agreement 
i s governed by the f o l l o w i n g p r o v i s i o n s i n the f o u r t h paragraph of Section 
1 7 ( j ) of said Act of February 25, 1920, as amended by the Act of September 2, 
1960 (74 S t a t . 781-784): "Any (Federal) lease h e r e t o f o r e or h e r e a f t e r com
m i t t e d t o any such p l a n ( u n i t ) embracing lands t h a t are i n p a r t w i t h i n and i n 
p a r t outside of the area covered by any such plan s h a l l be segregated i n t o 
separate leases as t o the lands committed and the lands not committed as of 
t h e - e f f e c t i v e date of u n i t i z a t i o n ; p r o v i d e d , however, t h a t any such lease as 
to the n o n u n i t i z e d p o r t i o n s h a l l continue i n f o r c e and e f f e c t f o r the term 
t h e r e o f but f o r not l e s s than two years from the date of such segregation 
and so long t h e r e a f t e r as o i l or gas i s produced i n paying q u a n t i t i e s . " 

( f ) Any lease embracing lands of the State of New Mexico having only 
a p o r t i o n of i t s land committed hereto s h a l l be segregated as t o t h a t p o r t i o n 
committed and t h a t not committed, and the term of such lease s h a l l apply 
separately t o such segregated p o r t i o n s commencing as of the e f f e c t i v e date 
t h e r e o f . Provided, however, t h a t n o t w i t h s t a n d i n g any of the p r o v i s i o n s of 
t h i s agreement t o the c o n t r a r y , such lease s h a l l continue i n f u l l f o r c e and 
e f f e c t beyond the term provided t h e r e i n as t o a l l lands embraced i n such 
lease i f o i l or gas i s , or has h e r e t o f o r e been, discovered i n paying 
q u a n t i t i e s on some p a r t o f the lands embraced i n such lease committed t o t h i s 
agreement o r , so long as a p o r t i o n of the U n i t i z e d Substances produced from 
the u n i t area i s , under the terms of t h i s agreement, a l l o c a t e d t o the p o r t i o n 
of the lands covered by such lease committed t o t h i s agreement, o r , at any 
time d u r i n g the term hereof, as t o any lease t h a t i s then v a l i d and s u b s i s t 
in g and upon which the lessee or the U n i t Operator i s then engaged i n bona 
f i d e d r i l l i n g , reworking, or secondary recovery operations on any p a r t of 
the lands embraced i n such lease, then the same as t o a l l lands embraced 
t h e r e i n s h a l l remain i n f u l l f o r c e and e f f e c t so long as such operations are 
d i l i g e n t l y prosecuted, and i f they r e s u l t i n the p r o d u c t i o n of o i l or gas, 
sa i d lease s h a l l continue i n f u l l f o r c e and e f f e c t as t o a l l of the lands 
embraced t h e r e i n , so long t h e r e a f t e r as o i l or gas i n paying q u a n t i t i e s i s 
being produced from any p o r t i o n of said lands. 

19. MATHEMATICAL ERRORS. I t i s hereby agreed by a l l p a r t i e s t o t h i s 

agreement t h a t U n i t Operator i s empowered t o c o r r e c t any mathematical e r r o r s 

which might e x i s t i n the p e r t i n e n t e x h i b i t s t o t h i s agreement upon approval 

of the Commissioner, the Supervisor and the Working I n t e r e s t Owners. 

20. COVENANTS RUN WITH LAND. The covenants h e r e i n s h a l l be construed 

t o be convenants running w i t h the land w i t h respect t o the i n t e r e s t of the 

p a r t i e s hereto and t h e i r successors i n i n t e r e s t u n t i l t h i s agreement t e r m i 

nates, and any g r a n t , t r a n s f e r or conveyance of i n t e r e s t i n land or leases 

subject hereto s h a l l be and hereby i s c o n d i t i o n e d upon the assumption of a l l 

p r i v i l e g e s and o b l i g a t i o n s hereunder by the grantee, t r a n s f e r e e or other 

successor i n i n t e r e s t . No assignment or t r a n s f e r of any working i n t e r e s t sub

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

calendar month a f t e r U n i t Operator i s f u r n i s h e d w i t h the o r i g i n a l or accept

able p h o t o s t a t i c or c e r t i f i e d copy of the recorded instrument of t r a n s f e r ; 

and no assignment or t r a n s f e r of any r o y a l t y i n t e r e s t s u b j e c t hereto s h a l l 
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be b i n d i n g upon the Working I n t e r e s t Owner responsible t h e r e f o r u n t i l the 

f i r s t clay of the calendar month a f t e r said Working I n t e r e s t Owner i s f u r n i s h e d 

w i t h the o r i g i n a l or acceptable p h o t o s t a t i c or c e r t i f i e d copy of the recorded 

instrument of t r a n s f e r . 

21. EFFECTIVE DATE AND TERM. This agreement s h a l l become e f f e c t i v e 

upon approval by the D i r e c t o r and the Commissioner or t h e i r duly authorized 

r e p r e s e n t a t i v e s as of 7:00 a.m. of the f i r s t day of the month next f o l l o w i n g 

the date of approval by the D i r e c t o r , provided: 

This agreement and the u n i t o p e r a t i n g agreement have been ex
ecuted or r a t i f i e d by Working I n t e r e s t Owners owning a combined 
u n i t p a r t i c i p a t i o n d u r i n g Phase I I of at l e a s t 90% and the execu
t i o n and r a t i f i c a t i o n of t h i s agreement by r o y a l t y owners owning 
a combined i n t e r e s t of at l e a s t 75% of the r o y a l t y i n t e r e s t as t o 
fee land and record t i t l e i n t e r e s t as t o State and Federal lands 
i n said u n i t area. 

I f t h i s u n i t agreement has not been f i l e d f o r f i n a l approval on or 

before September 1, 1969, i t s h a l l ipso f a c t o e x p i r e on said date ( h e r e i n a f t e r 

c a l l e d " e x p i r 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 f o r c e or e f f e c t , 

unless p r i o r t h e r e t o t h i s agreement has been executed or r a t i f i e d by Working 

I n t e r e s t Owners owning a combined u n i t p a r t i c i p a t i o n d u r i n g Phase I I of at 

l e a s t e i g h t y - f i v e per cent ( 8 5 % ) , and the Working I n t e r e s t Owners owning a 

combined u n i t p a r t i c i p a t i o n d u r i n g Phase I I of at l e a s t e i g h t y - f i v e per cent 

(85%) committed t o t h i s agreement have agreed t o extend said e x p i r a t i o n date 

f o r a pe r i o d not t o exceed s i x (6) months ( h e r e i n a f t e r c a l l e d "extended ex

p i r a t i o n d a t e " ) . I f s a i d e x p i r a t i o n date i s so extended and execution, 

r a t i f i c a t i o n and f i l i n g f o r f i n a l approval are not accomplished on or before 

sai d extended e x p i r a t i o n date, t h i s agreement s h a l l ipso f a c t o e x p i r e on 

said extended e x p i r 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 f o r c e or e f f e c t . 

For the purpose of t h i s s e c t i o n , ownership s h a l l be computed on the basis of 

u n i t p a r t i c i p a t i o n as determined from E x h i b i t "B" attached h e r e t o . 

U n i t Operator s h a l l , w i t h i n t h i r t y (30) days a f t e r the e f f e c t i v e date 

of t h i s agreement, f i l e f o r record a c e r t i f i c a t e t o the e f f e c t t h a t t h i s 

agreement has become e f f e c t i v e according t o i t s terms and s t a t i n g f u r t h e r 

the e f f e c t i v e date and the l o c a t i o n of the governmental agency o f f i c e s where 

copies of t h i s agreement are f i l e d . 

The term of t h i s agreement s h a l l be f o r and d u r i n g the time t h a t 

U n i t i z e d Substances can be produced i n paying q u a n t i t i e s from the u n i t area 

and as long t h e r e a f t e r as d r i l l i n g , reworking or other operations ( i n c l u d i n g 
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secondary recovery operations) are prosecuted thereon w i t h o u t cessation of 

more than n i n e t y (90) consecutive days. 

This agreement may be terminated a t any time for- any other reason w i t h 

the approval of the Commissioner and the D i r e c t o r by Working I n t e r e s t Owners 

owning e i g h t y - f i v e per cent (85%) u n i t p a r t i c i p a t i o n d u r i n g Phase I I . Notice 

of any such t e r m i n a t i o n s h a l l be given by U n i t Operator t o a l l p a r t i e s 

hereto . 

Upon t e r m i n a t i o n of t h i s agreement, u n i t operations 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 hereto s h a l l be governed by the terms and p r o v i s i o n s 

of the leases and c o n t r a c t s a f f e c t i n g the separate t r a c t s . 

I f not otherwise s p e c i f i e d by the leases u n i t i z e d under t h i s agreement, 

Royalty Owners hereby grant Working I n t e r e s t Owners a p e r i o d of s i x (6) 

months a f t e r t e r m i n a t i o n of t h i s agreement i n which t o salvage, s e l l , d i s t r i 

bute or otherwise dispose of the personal p r o p e r t y and f a c i l i t i e s used i n 

connection w i t h u n i t operations . 

22. RATE OF PROSPECTING, DEVELOPMENT AND PRODUCTION. A l l p r o d u c t i o n 

and the disposal t h e r e o f s h a l l be i n conformity w i t h a l l o c a t i o n s and quotas 

made or f i x e d by any duly authorized person or r e g u l a t o r y body under any 

Federal or State s t a t u t e . The D i r e c t o r and the Commissioner are hereby 

vested w i t h a u t h o r i t y t o a l t e r or modify from time t o time at t h e i r d i s c r e 

t i o n the q u a n t i t y and r a t e of pr o d u c t i o n under t h i s agreement when such 

q u a n t i t y and r a t e i s not f i x e d pursuant t o Federal and State law or does not 

conform t o any statewide v o l u n t a r y conservation or a l l o c a t i o n program, which 

i s e s t a b l i s h e d , recognized and g e n e r a l l y adhered t o by the m a j o r i t y of 

operators i n such S t a t e , such a u t h o r i t y being hereby l i m i t e d t o a l t e r a t i o n 

or m o d i f i c a t i o n i n the p u b l i c i n t e r e s t , the purpose t h e r e o f and the p u b l i c 

i n t e r e s t t o be served thereby t o be s t a t e d i n the order of a l t e r a t i o n or 

m o d i f i c a t i o n . Without regard t o the f o r e g o i n g , the D i r e c t o r i s also hereby 

vested w i t h a u t h o r i t y t o a l t e r or modify from time t o time i n h i s d i s c r e t i o n 

the r a t e of prospecting and development and the q u a n t i t y and r a t e of produc

t i o n under t h i s agreement when such a l t e r a t i o n or m o d i f i c a t i o n i s i n the 

i n t e r e s t of a t t a i n i n g the conservation o b j e c t i v e s s t a t e d i n t h i s agreement 

and i s not i n v i o l a t i o n of any a p p l i c a b l e Federal or State law; provided, 

f u r t h e r t h a t no such a l t e r a t i o n or m o d i f i c a t i o n s h a l l be e f f e c t i v e as t o any 

land of the State of New Mexico as t o the r a t e of pro s p e c t i n g and developing 

-19-



i n the absence of the s p e c i f i c w r i t t e n approval t h e r e o f by the Commissioner 

and as to any lands of the State of New Mexico or p r i v a t e l y owned lands sub

j e c t t o t h i s agreement as t o the q u a n t i t y and r a t e of produc t i o n i n the 

absence of s p e c i f i c w r i t t e n approval thereof by the Commission. 

Powers vested i n t h i s s e c t i o n s h a l l only be exercised a f t e r n o t i c e 

t o U n i t Operator and o p p o r t u n i t y for» hearing t o be h e l d not l e s s than 15 days 

from n o t i c e . 

23. NONDISCRIMINATION. I n connection w i t h the performance of work 

under t h i s agreement, the U n i t Operator agrees t o comply v/ith a l l of the 

p r o v i s i o n s of Section 202 (1) t o (7) i n c l u s i v e , of Executive Order 11246, 

as amended (30 F.R. 12319), which are hereby in c o r p o r a t e d by reference i n 

t h i s agreement. 

24. APPEARANCES. U n i t Operator s h a l l , a f t e r n o t i c e t o the other 

p a r t i e s a f f e c t e d , have the r i g h t t o appear f o r or on behalf of any and a l l 

i n t e r e s t s a f f e c t e d hereby before the Commissioner, the Department, and the 

Commission, and t o appeal from any order issued under the r u l e s and re g u l a 

t i o n s of the Commissioner, the Department or the Commission, or t o apply 

f o r r e l i e f from any of said r u l e s and r e g u l a t i o n s or i n any proceedings 

r e l a t i v e t o operations before the Commissioner, the Department or the 

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

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

expense t o be heard i n any such proceeding. 

25. NOTICES. A l l n o t i c e s , demands, o b j e c t i o n s or statements r e q u i r e d 

hereunder t o be given or rendered t o the p a r t i e s hereto s h a l l be deemed f u l l y 

given i f made i n w r i t i n g and p e r s o n a l l y d e l i v e r e d t o the p a r t y or p a r t i e s or 

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

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

t o the r a t i f i c a t i o n or consent hereof or t o such other address as any such 

p a r t y or p a r t i e s may have f u r n i s h e d i n w r i t i n g t o the p a r t y sending the n o t i c e , 

demand or statement. 

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

s h a l l be construed as a waiver by any p a r t y hereto of the r i g h t t o assert any 

l e g a l or c o n s t i t u t i o n a l r i g h t or defense as t o the v a l i d i t y or i n v a l i d i t y of 

any law of the United States or of the State of New Mexico or r u l e s or regu

l a t i o n s issued thereunder i n any way a f f e c t i n g such p a r t y , or as a waiver by 
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any such p a r t y of any r i g h t beyond h i s or i t s a u t h o r i t y t o waive. 

27. UNAVOIDABLE DELAY. A l l o b l i g a t i o n s under t h i s agreement r e q u i r i n g 

the Unit Operator t o commence or continue secondary recovery operations or t o 

operate on or produce U n i t i z e d Substances from any of the lands covered by 

t h i s agreement s h a l l be suspended w h i l e , but only so long as the Un i t Operator, 

despite the exercise of due care and d i l i g e n c e , i s prevented from complying 

w i t h such o b l i g a t i o n s , i n whole or i n p a r t , by s t r i k e s , acts of God, Federal, 

State or municipal law or agency, unavoidable a c c i d e n t , u n c o n t r o l l a b l e delays 

i n t r a n s p o r t a t i o n , i n a b i l i t y t o o b t a i n necessary m a t e r i a l s i n open market, 

or other matters beyond the reasonable c o n t r o l of the U n i t Operator whether 

s i m i l a r t o matters h e r e i n enumerated or not . 

28. LOSS OF TITLE. I n the event t i t l e t o any t r a c t of u n i t i z e d land 

s h a l l f a i l so as t o render the t r a c t inoperable under t h i s agreement and the 

t r u e owner cannot be induced t o j o i n t h i s u n i t agreement, such t r a c t s h a l l 

be a u t o m a t i c a l l y regarded as not committed hereto and there s h a l l be such r e 

adjustment of f u t u r e costs and b e n e f i t s as may be r e q u i r e d on account of the 

lo s s of such t i t l e . I n the event of a dis p u t e as t o t i t l e as t o any r o y a l t y , 

working i n t e r e s t or other i n t e r e s t subject h e r e t o , payment or d e l i v e r y on 

account t h e r e o f may be w i t h h e l d w i t h o u t l i a b i l i t y or i n t e r e s t u n t i l the 

dispute i s f i n a l l y s e t t l e d ; provided, t h a t as t o State or Federal land or 

leases, no payments of funds due the State of New Mexico or the United States 

of America s h a l l be w i t h h e l d , but such funds s h a l l be deposited as d i r e c t e d 

by the Commissioner or the Supervisor (as the case may b e ) , t o be held as un

earned money pending f i n a l settlement of the t i t l e d i s p u t e , and then a p p l i e d 

as earned or re t u r n e d i n accordance w i t h such f i n a l s e t t l e m e n t . 

U n i t Operator as such i s r e l i e v e d from any r e s p o n s i b i l i t y f o r any de

f e c t or f a i l u r e of any t i t l e hereunder. 

29. CONFLICT OF SUPERVISION. Ne i t h e r the U n i t Operator nor the Work

ing I n t e r e s t Owners, nor any of them, s h a l l be subject t o any f o r f e i t u r e , 

t e r m i n a t i o n or e x p i r a t i o n of any r i g h t s hereunder or under any leases or 

co n t r a c t s subject h e r e t o , or t o any penalty or l i a b i l i t y on account of delay 

or f a i l u r e i n whole or i n p a r t t o comply w i t h any a p p l i c a b l e p r o v i s i o n s 

t h e r e o f t o the extent t h a t the said U n i t Operator or the Working I n t e r e s t 

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

t h e r e w i t h by reason of f a i l u r e of the Un i t Operator t o o b t a i n , i n the exercise 
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of clue d i l i g e n c e , the concurrence o l proper r e p r e s e n t a t i v e s of the United 

States and proper r e p r e s e n t a t i v e s of the State of New Mexico i n and about 

any matters or t h i n g s concerning which i t i s r e q u i r e d h e r e i n t h a t such con

currence be obtained. The p a r t i e s hereto and the Commission agree t h a t a l l 

powers and a u t h o r i t y vested i n the Commission i n and by any p r o v i s i o n s of 

t h i s agreement are vested i n the Commission and s h a l l be exercised by i t 

pursuant t o the p r o v i s i o n s of the laws of the State of New Mexico and sub

j e c t i n any case t o appeal or j u d i c i a l review as may now or h e r e a f t e r be 

provided by the laws of the State of New Mexico. 

30. BORDER AGREEMENTS. Subject t o the approval of the Supervisor 

and the Commissioner, the U n i t Operator, w i t h concurrence of at l e a s t one 

other Working I n t e r e s t Owner whose u n i t p a r t i c i p a t i o n t o t a l s a t l e a s t 

two per cent ( 2 % ) , based upon the percentages of p a r t i c i p a t i o n d u r i n g 

Phase I I , may enter i n t o a border p r o t e c t i o n agreement or agreements w i t h 

the Working I n t e r e s t Owners of adjacent lands along the boundaries of the 

u n i t area w i t h respect t o the operations i n the border area f o r the maximum 

u l t i m a t e recovery, conservation purposes and proper p r o t e c t i o n of the 

p a r t i e s and i n t e r e s t s . 

31. NONJOINDER AND SUBSEQUENT JOINDER. I f the owner of any sub

s t a n t i a l i n t e r e s t i n a t r a c t w i t h i n the u n i t area f a i l s or refuses t o 

subscribe, r a t i f y or consent i n w r i t i n g t o t h i s agreement, the Working 

I n t e r e s t Owner i n t h a t t r a c t who has executed or r a t i f i e d t h i s agreement may 

withdraw s a i d t r a c t from t h i s agreement by w r i t t e n n o t i c e t o the D i r e c t o r , 

the Commissioner and U n i t Operator p r i o r t o the e f f e c t i v e date of t h i s 

agreement. Joinder by any Royalty Owner, at any tim e , must be accompanied 

by a p p r o p r i a t e j o i n d e r of the corresponding Working I n t e r e s t Owner i n order 

f o r the i n t e r e s t of such Royalty Owner t o be regarded as e f f e c t i v e l y com

m i t t e d . Joinder t o the U n i t Agreement by a Working I n t e r e s t Owner, at any 

time , must be accompanied by a p p r o p r i a t e j o i n d e r t o the U n i t Operating 

Agreement i n order f o r such i n t e r e s t t o be regarded as e f f e c t i v e l y committed 

t o t h i s u n i t agreement. 

Any o i l or gas i n t e r e s t i n the lands i n the u n i t area not committed 

hereto p r i o r t o submission of t h i s agreement t o the Commissioner and the 

D i r e c t o r f o r f i n a l approval may t h e r e a f t e r be committed hereto upon comnliano.<=> 



w i t h the a p p l i c a b l e p r o v i s i o n s of t h i s s e c t i o n and of Section 12 (Tracts 

Q u a l i f i e d f o r Unit P a r t i c i p a t i o n ) hereof, a t any time up t o the e f f e c t i v e 

date hereof and f o r a pe r i o d t o and i n c l u d i n g t h r e e (3) months t h e r e a f t e r , 

on the same basis of p a r t i c i p a t i o n as provided i n Section 11 (Tract P a r t i c i 

p a t i o n ) by the owner or owners there o f s u b s c r i b i n g , r a t i f y i n g , or consenting 

i n w r i t i n g t o t h i s agreement and, i f the i n t e r e s t i s a working i n t e r e s t , by 

the owner of such i n t e r e s t s u b s c r i b i n g also t o the U n i t Operating Agreement. 

I t i s understood and agreed, however, t h a t from and a f t e r t h r e e (3) 

months from the e f f e c t i v e date hereof the r i g h t o f subsequent j o i n d e r as 

provided i n t h i s s e c t i o n s h a l l be subject t o such requirements or approval 

and on such basis as may be agreed upon by e i g h t y - f i v e per cent (85%) of 

the Working I n t e r e s t Owners (based upon the percentage of p a r t i c i p a t i o n 

d u ring Phase I I ) and approval by the Supervisor and Commissioner. Such 

subsequent j o i n d e r by a Working I n t e r e s t Owner must be evidenced by h i s 

execution or r a t i f i c a t i o n of t h i s agreement and the Uni t Operating Agreement. 

Such subsequent j o i n d e r by a r o y a l t y owner must be evidenced by h i s execu

t i o n , r a t i f i c a t i o n or consent of t h i s agreement and must be consented t o i n 

w r i t i n g by the Working I n t e r e s t Owner resp o n s i b l e f o r the payment of any 

b e n e f i t s t h a t may accrue hereunder i n behalf of such r o y a l t y owner. Except 

as may be otherwise h e r e i n provided, subsequent j o i n d e r t o t h i s agreement 

s h a l l be e f f e c t i v e a t 7:00 o'clock a.m. as of the f i r s t day of the month 

f o l l o w i n g the f i l i n g w i t h the Commissioner and the Supervisor of duly ex

ecuted counterparts of any and a l l documents necessary t o e s t a b l i s h e f f e c t i v e 

commitment of any t r a c t or i n t e r e s t t o t h i s agreement, unless o b j e c t i o n t o 

such j o i n d e r by the Commissioner or the D i r e c t o r i s duly made w i t h i n s i x t y 

(60) days a f t e r such f i l i n g . 

32. NO PARTNERSHIP. I t i s expressly agreed t h a t the r e l a t i o n of the 

p a r t i e s hereto i s t h a t of independent c o n t r a c t o r s and not h i n g i n t h i s agree

ment contained, expressed or i m p l i e d , or any operations conducted hereunder 

s h a l l create or be deemed t o create a p a r t n e r s h i p or a s s o c i a t i o n between t h e 

p a r t i e s hereto or any of them. 

33. LIMITATION OF APPROVALS. Notwithstanding anything h e r e i n con

t a i n e d t o the c o n t r a r y , i f no f e d e r a l lands are committed t o t h i s agreement, 

then no consents or approvals provided h e r e i n s h a l l be r e q u i r e d of the 

Department, the Secretary, the D i r e c t o r , or the Supervisor: and i t s h a l l not 



be noces..ary t o f i l e any instrument hereunder w i t h .said o f f i c e r s or agencies 

unless and u n t i l f e d e r a l lands are so committee; t o t i i i s agreement; l i k e w i s e , 

i f no s t a t e lands are committed t o t h i s a g r c t n e n t , then no consents or 

approvals pi-ovidcd h e r e i n s h a l l be r e q u i r e d of the Commissioner -, and i t 

s h a l l not be necessary t o f i l e any instrument hereunder w i t h said o f f i c e r 

unless and u n t i l s t a t e lands arc so committed t o t h i s agreement. 

34. COUNTERPARTS. This agreement may be executed i n any number of 

c o u n t e r p a r t s , no one of which needs t o be executed by a l l p a r t i e s and may 

be r a t i f i e d or consented t o by separate instrument i n v / r i t i n g s p e c i f i c a l l y 

r e f e r r i n g h e r e t o , and s h a l l be b i n d i n g upon a l l those p a r t i e s who have 

executed such a c o u n t e r p a r t , r a t i f i c a t i o n or consent hereto w i t h the same 

f o r c e and e f f e c t as i f . a l l p a r t i e s had signed the same document, and re g a r d 

l e s s of whether or not i t i s executed by a l l o t h e r p a r t i e s owning or 

c l a i m i n g an i n t e r e s t i n the lands w i t h i n the above described u n i t area. 

IN WITNESS WHEREOF, the p a r t i e s hereto have caused t h i s agreement t o 

be executed and have set opposite t h e i r r e s p e c t i v e names the date of execu

t i o n . 

ATLANTIC RICHFIELD COMPANY 

DATEUIPRIL WW BY: ^ ^ ^ - ^ k j 
A t t o r n e y - i n - F a c t , 

Address : P. 0 . Box 197S 
R o s w e l l , New Mexico 

UNIT OPERATOR AND WORKING INTEREST 
OWNER 

WORKING INTEREST OWNERS 

ATTEST: 

Pate: Z/OX i ' M 

ATTEST: 

Date : 

CITIES SERVICE OIL COMPANY 

V I C E - P R E S I D E N T 

Address : BftRT t-£5 \) u . L t , } QKY.f iaowA 

TEXACO, INC. 

BY: 

Address : 

ROYALTY OWNERS BY RATIFICATION 



STATE OE NEV,' MEXICO ) 
) ss. -

COUNTY ON CHAVES ) 

The foregoing instrument was acknowledged before me t h i s 4t_t- d a y 

of /jLPRiL. , 19 , by S. L. Smith, Attorney-in-Fact of A t l a n t i c 

R i c h f i e l d Company, a Pennsylvania corporation, on behalf of said corporation. 

My-Commi ssion Expires: Notary P u b l i c / / 

STATE OE 

COUNTY OF ^SL- t^^^^w--^^- yQ L^ 

The foregoing instrument was acknowledged before me t h i s day 

of 

of C i t i e s Service O i l Company, a 
• T Wr_TTOT«tDERT • • 

<==^C3A^-^--4^U~CI^^J^ on behalf of said corporation. * 

My Commission Expires: Notary THibl i c 

STATE OF _____ ) 
) ss. 

COUNTY or . ) 

Thc foregoing instrument was acknowledged before mc t h i s day 

of _ , 19 by _ _ _ _ _ _ 

, of Texaco, Inc., a 

corporation, on behalf of said corporation. 

My Commission Expires: Notary Public 
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EXHIBIT "B" SUMMARY 

Phase I Phase I I 

Atlantic Richfield Company 85.6353 83.2355 

Cities Service Oil Company 11.00-31 \k.69k6 

Texaco, Inc. 3-3566 2.0699 

100.0000 100.0000 


