UNIT AGREZMENT
ROBINSON - JACKSON UNIT

EDDY COUNTY, NEW MEXICO
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CERTIFICATION - DETERMINATION

Pursuant to the authority vésted in the Secretary of Interior
as to Federal Lands, under the Act approved February 25, 1920, 41
Stat. 437, as amended, 3C U.S.C. Secs. 181, et seq., and delegated
to the 0il and Gas Supervisors of the Geological Survey (33 F.R.
5812), I do hereby:

A. Approve the attached agreement for the development and
operation of the Robinson-Jackson Unit, Eddy County, New Mexico.

B. Cértify and determine that the unit plan of development
and coperation contemplated in the attached agreement is nécessary
and advisable in the public interest for the purpose of more proper-
ly conserving the natural resources.

C. Certify and determine that the drilling, producing,
rental, minimum royalty and royalty requirements of ail Federal
leases committed to saild agreement are hereby estabiished, altered,
changed or revoked to conform with the terms and conditions of this

agreement.

Dated

011l and Gas Supervisor,
UNITED STATES GEOLOGICAL SURVEY

Contract Number:
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UNIT AGREEMENT
‘T'OR THE DEVELOPHMENT AND OPERATION OF THE
ROBINSON~JACKSON UNIT
EDDY COUNTY, NEW MEXICO

THIS AGREEMENT, entered into aé of the 1lst day of July,

1972, by and between the parties subscribing, ratifying or consent-
ing hereto, and herein referred to as "parties hereto";
WITNESSETH:

WHEREAS, the parties hereto are the owners of working,
royalty or other o0il or gas interests 1n the Unit Area subject to
this agreement; and

WHEREAS, the Mineral Leasing Act of February 25, 1920 (41
Stat. 437, as amended 30 U.S.C. Sections 181 et seq.) authorizes
Federal Lessees and theilr representatives to unite with each other
or jointly or separately with others in collectively adopting and
operating a unit plan of development or operation of any oll or gas
pool, field or like érea, or any part thereof for the purpose of more
properly conserving the natural resources thereof whenever defermined
and certified by the Secretary of the Interior to be necessary or
advisable in the public interest; and .

WHEREAS, the 01l Conservation Commission of the Stafe of New
Mexico is authorized by law (Art. 3, Ch. 65, Vol. 9, Part 2, 1953
Stat. Anno.) to approve this agreement, and the conservation provi-
sions hereof; and

WHEREAS, the parties hereto ﬁold sufficienﬁ interests in the
Robinson-Jackson Unit Area covering the land hereinafter described ‘

to give rcasonably effective control of oberations therein; and
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WHEREAS, it is the purpose of the parties hereto, to enable
institution and consummatlon of Eecondary recovery operations, to
conserve natural resources, to prevent waste and secure the other
benefits obtainable through development and operation of the area
subject to this agreement under the terms, conditions and limitations
herein set forth:

NOW, THEREFORE, in consideration of the premises and the
promises herein contained, the parties hereto commit to this agree-
ment their respective interests in the hereinalfer defined Unit Area,

and agrce severally among themselves as follows:

ARTICLE I

ENABLING ACT AND REGULATIONS

1.1 The Mineral Leasing Act of February 25, 1920, as amend-
ed, supra., and all valid, pertinent regulations, including operat-
ing and unit plan regulations, heretofore issued thereunder and
valid, pertinent and reasonable regulations hereafter issued there-
under are accepted and made a part of this agreement as to Federal
lands, provided such regulations are not inconsistent with'the terms
of this'agreement. '

ARTICLE IT

DEFINITIONS

2.1 For the purpose of ﬁhis agreement, the following terms
and expresslons as used herein shall mean:
(a) "Commission" is defined as the 0il Conservation Commis-

slon of the State of New Mexico.




(b) “Director" is definedias the‘Direcforvof the United
States Geolégical survey. _ |

(c¢) "Secretary" is defined as.the Secretary of the Interior
of the United States of America. | | |

(d) "Department" is defined as the Depértmentiof.the In-
terior of the United States of America. '

(e) "“"Supervisor" is defined as the 0il and Gas Supervisor .
of the Unitéd States Geological Survey for the region in whiéh the
Unit Area is-situated, _ , | T <
(f) ™Unitized Formation" means all of the Grayburg gnd a
portion of the San Andres formétions underlying the Unit Areé; said
interval hdving been heretofore found to ocecur ip Sinclair 0il &

. Gas Company's Robinson "B" Well No. 32 (located 1980 feet from the

south line and 1830 feet from the west line of Section 27, Township

17 South, Range 29 East, Eddy County, New Mexico) at an indicated
‘depth of from 2178 feet to 3480 feet, aS‘recorded on the Pan Geo
Atlas Corporation Gamma Ray Neutron Laterolog Survey taken July 28,

1960, said log being measured from a ground level elevation of 3527

e o —————

feet above sea level. _ o ’ . )/_ﬁ__\\\;—_-/]

(g) "Unitized Substances”" means all 0il, gas, gaseous sub-
stances,-sﬁlphur contained in gas, condensate, distillaterand all
associated and constituent liquid or liguefiable hydrocarﬁons with-
in or produced from the Unitized Formation.

(h) "Tract'" means each parcel of land shown as such and

given a tract number in Exhibit "A" and as described in Exhibit "B",
-3~
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(1) "Tract Participation" is defined as the percentage of
participatiﬁn as 1s shown on Exhibit "B" for allgcating Unitized
Substances to a Tract under this agreement,

(3) "Uniﬁ Participation” as used herein shall mean the sum
of the Tract Participations as shown by Tracts for each Working In-
terest Owner in Exhibit "B" to the Unit Agreement.

(k) ™"Working Interest" is defined as the right to search
for, produce and acquire Unitized Substances whether held as an in;
cldent of ownership of mineral fee simple title, under an oil and gas
lease or otherwise held. Any interest in Unitized Substances which
is é Working Interest as of the date the owner thereof executes or
ratifies this agreement, or which at any time thereafter bécomes a
Working Interest, shall thenceforth be treated as a Working Interest
for all purposes of this agreement.

(1) "Working Intecrest Owner" is defined as and shall mean
any party hereto owning a wdrking Interest, including a carried
Working Interest, holding an interest in Unitized Substances by
virtue of a lease, operating agreement, fee title or otherwise,
which interest 1s chargeable with and obligated to pay or bear,
either in cash or out of production, or otﬁerwiée, all or a portion
of the cost of drilling, developing and producing the Unitized Sub-
stances from the Unitized Formation and opération thereof hereunder.

(m) "Royalﬁy Interest" or "Royalty" is defined as an inter-
est other than a VWorking Interest in or right to receive a portion

of the Unitized Substances or the proceeds thereof and includes the

=l
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Royalty Ingerest reserved by the lessor by an oll and gas lease and
any overrlding royalty interest, oil payment interest, net profit
contracts, or any other payment or burden which does not carry with
it the right to search for and produce Unitized Substances.

(n) "Royalty Owner" 1s defined as and shall mean the owner
of a Royalty Interest.

(o) "Unit Operating Agreement" is defined as and shall mean
any agreement or agreements (whether one or more) entered into (sep-
‘arately or collectively) by and between the Unit Operator and the
Working Interest Owners as provided in Article IX infra., and shall
be styled "Unit Operating Agreement, Robinson-Jackson Unit, Eddy
County, New Mexico."

(p) "Unit Manager" i1s defined as the person or corporation
appointed by the Unit Working Interest Owners, upon resignation or
- removal of the Unit Operator, to perform the duties of the Unit Op-
erator until the selection and qualification-of a successor Unit
Operator as provided for in Article VIII hereof.

(q) "0il and Gas Rights" is defined as the right to ex-
plore, develop and operate lands within the Unit Area for the pro-
duction of Unitized Substances, or to share in the production so
obtained or the proceeds thereof.

(r) "Unit Area" is defined as the lands described by tracts
in Exhibits "A" and '"B".

(s) "Unit Operator" is defined as the Working Interest Owner

-5~




designated by WOrking_Ihteregt Ouners under the Unit Operating
Agréement to develop and operate the Unitized formation, acting
as operator and not as a VYorking Interest Owner.'

(t) "Record Owner" is defined as the holder of the
record title to a lease covering Federal lands according to the

applicable records of the Department of the Interior of the United

States of America.

ARTICLE III

UNIT AREA AND EXHIBITS

3.1 The following described land is hereby designated as
constituting the Unit Area, all of said land being situvafed in Eddy
County, New liexico, to-wit:

Townshio 17 South, Rangze 2G East, N.M.P.M.

Section 27 - NEL, EiNWL, SEL, EiSWk

Section 34 - NEY, NElnwl, NELSEL.

Section 35 - N3, NiSEL, NELlSwL

- containing 1160.00 acres, more or less.
3.2 Exhibit "A" attached hereto is a map showing the Unit

Area and the boundaries and identity of Tracts and leases in said
Unit Area to the extent known to the Uniﬁ Operator. Exhibit "B"
attached hereto is a schedule showing, to the‘extent known, to-
the Unit Operacor, thevacreage comprising each Tract, percentaze
ownecrship of each VWorking Interest Ouner in each Tract and the

percentage of participation each Tract has in the Unit Area.

P
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However, nothing herein or In sald schedule or map shall be
construed as a representation by any party hereto as to the
ownership of any interest other than such interest or interests
as are shown in said map or schedule as owned by such party.
Exhibits "A" and "B" shall be revised by the Unit Operator when-
ever changes in the Unit Area render such revision necessary, or
when requested by the Supervisor, and the required number of
copies of such revision shall be filed with the Supervisor.
3.3 éhe shapes and descriptions of the respective Tracts

have been established by using the best information avallable.
| If it subsequently appears that any Tract, because of diverse
royalty or working interest ownership pfior to the effective
date hereof, should be divided into more than one Tract, or that .
| any mechanical miscalculation has been made, Unit Operator, with
the approval of Working Interest Owners and the Supervisor, may
correct the mistake by revising the exhlbits to conform to the
fabts. The revision shall not include any re~éva1uation of en-
gineering or geological interpretations used in determining
Tract Participation. Any such revision of an eghibit shall be

effective at 7:00 A.M. on the effective date of this agreement.

QIS [a— TR W



' ) " ARTICLE IV

EXPANSTCN OF UNIT AREA
4.1 ~The above described Unit Area may, when practicable, be
expanded to includé therein eny additional tract or tracts regarded
as reasonably necessary or advisable for'the purposes of this agree-
ment to conform with the purposes of this agreement. Such expansion
shall be effectéd in the following manner:

(a) The working interest owner or owners of a tract or
tracts desiring to bring such tract or tracts into this Unit shall
file an application therefor with Unit Operator requeéting such
admission. » '

(b) Unit Operator shall circulate a notice of the prd;:
posed expansion‘to each Working Interest Owner in the Unit and in
the tract proposed to be included in the Unit, setting out the basis
for admissicn, the Unit Parcvicipation to be assigned to each tract
in the enlarged Upnit and other pertinent data. After negotiation
(at Vorking Intgrest Owners' meeting or otherwise) if VWorking Intergii
ést Ownersvhaving in the aggrégate seventy-f{ive péfcent (75%) Unit
Participaticn have agreed to such tract or tracts beilng bréuéht into
the Unit, then Unit Operaior shall, after préliminary concurrence
by the Director:

(1) Prepare a notice of proposed expansion des-
cribing the contemplated changes in the boundaries of the Unit Area,
the reason therefor, the basis for admission of the additional Traét
or Tracts, the Unit Participation to be assigned thereto and the
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effective date thereof; and
. | (2) Deliver copies of sald notice to the Commis-
sion, the Supervisor, each Vorking Interest Owner and to the lessee
and lessor whose interests are-affccted, advising such parties that
thirty (30) days will be allowed for submissién to the Unit Operator
of any objectilion to such proposed expansion; and

(3) File, upon the expiration of said thirty (30)
day period as set out in (2) immediately above, wiéh the Commission
and Supervisog the following: ‘(a) Evidence of mailing or deliver-
ing copies of” said notice of expansion; (b) An application for such
expansion; (c) An instrument containing the appropriate Joinders
in compliance with the participation requirements of Article XIV
-(Tracts Qualified for Unit Participation); and (d) Copy of any ob-
Jectians received. . ' |

. (4) There shall be no retroactive allocation or

adjustment of Unit expense or of interests .in the Unitized Substan-
ces produced, or proceeds thereof prior to the effective date of
expanéion and qualification under Article XIV; however, this limi-
tation shall not prevent an adjustment of investment by reason of
the enlargement.

4.2 The expansion shall, after due consideration of ali
pertinent information and approval by the Commission and the Supervi-
Sor, become effective as of the daté prescribed in the notige there-
of, preferably the first day of a month subsequent to the date of)
notice. ’ |
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4,3 1In any approved expansion of the Unit Area the revised

Tract Participations of those Tracts which were committed prior to

each such expansion shall remain in the same ratio one to another,
ARTICLE V

UNITIZED LAND AND UNITIZED SUBSTANCES

5.1 All land committed to this agreement as to the Unitized
Formation shall constitute land referred to herein as "Unitized Land"
or "land subject to this agreement". All oil, gas, gaéeous substan-
ces, sulphur contained in gas, condensate, distillate and all assoc-
iated and constituent liguid or liquefiable hydrocarbons within or
produced from the lands committed to this agreement as to the Unitized
Formation are unitized under the terms of this agreement and herein
are called "Unitized Substances". Nothing herein shall be construed
to unitize, pool or in any way affect the oil, gas and other minerals
contained in or that may be produced from any formation other than
£he Unitized Formation as above described,

ARTICLE VI

UNIT OPERATOR

6.1 Shenandoah 0il Corporation is hereby designated the
Unit Operator, and by signing this instrument as Unit Operator it
agrees and consents to accept the duties and obligations of Unit
Operator for the operation, development and production of Unitized
Substances as herein provided. Whenever reference is made herein
to the Unit Operator, such reference means the Unit Operator acting

in that capacity and not as an owner of interests in Unitized

VY



Substances, ahd the term "Working Interest Owner" when used herein
shall include or refer to the Unit Operator as.the ovner of a VWork-
ing Interest when such an interest is ovned by it.

ARTICLE VII

*  RESIGNATION OR REMOVAL OF UNIT OPERATOR .

7.1 "If the Unit Operator is no%t the sole-WOrking.Interest

Owner, Unit Operator §hall have the right to resign at any time,

_ but_such'resignation shall not become effective as to release Unit

- Operatbr from the duties and obligations of Unit Operator and ter-
minate Unit Operator's rights as such for a period of six (6) months
“after writfen notice of intention to resign has been given by Unit
Operator to all Working Interest Owners, the Commission and the Sup-
ervisor, and untii all Unit wells are placed in a condition satis-
factory to the Supervisor for suspension, abandonment or operations;
.whichever is intended by the Unit Manager, unless a new Unit Opera-
tor shall have taken dver and assumed the duties and obligations of
Unit Operator prior to the expirat}on of said period.

7.2 The resignation of Unit Operator shall not release Unit
Operator from any liability for any default by it hereunder occur-
ring prior to the effective dave of its resignation.

7.3 The Unit Operator shall be subject to removal by Work-
ing Interest Owners having in the agagregate sixty-five percent (55%)
Unit participation. _Such removal shall be effective upon notice )
- thereof to the Supervisor.

7.4 In all such instances of effective resignation or re-

moval, until a successor to Unit Operator is selected and approved

-11- , .
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.as hereinafter provided, the :Working Interest Owners shall be jointly
responsible for the performance of the duties of the Unit Operator
and shall, not later than thirty (30) days before such resignation_or
removal becomes efféctive, appoint a Unit Manager to represent them
in any action to be tsaken herecunder.

7.5 The resignation or removal of Unit Operator under this
agrecment shall not terminate its right, title or interest as the
owner of a VWorking Interest or other interest 1In Unitized Substances,
but upon the resignation or removal of Unit Operator becoming effec-
tive, such Unit Operator shall deliver possession of all equipment,
boolks and records, materials, appurtenances and any other assets,
used in connection with the Unit operations and owned by the Working
Interest Owners to the new duly qualified successor Unif Operator
or to the Unit Manager if no such new Unit Operator is elected, to
be used for the purpose of corducting Unit operations hereunder.
Nothing herein shall be construed as authorizing the removal of any
material, equipment or aépurtenances needed for the preservation of
any wells. Nothing herein contained shall be cbnstrued to relieve
or discharge any Unit Operator who resigns or is removed hereunder
from any liability or duties accruing or performable by it prior to
the effective date of sﬁch resignation or removal. ‘

ARTICLE VIIT

SUCCESSOR UNIT OPERATOR

8.1 VWhenever the Unit Operator shall tender its resignation
as Unit Operator or shall be removed as hereinabove provided, the

-12-




Working Interest Owners shall select a successor Unit Operator as

herein provided. Such selection shall not become effective until

(a) a Unit Operator so selected shall accept in writing the duties
and responsibilities of Unilt Operator, and (b) the selection shall
have been approved by the Supervisor. If no éuccessor Unit Opera-
tor is sclected and qualified as herein provided, the Director may
declare this agreement terminated.

8.2 1In selecting a successor Unit Operator the affirmative

vote of VWorking Interest Owners having a total of sixty-five percent

(65%) or more'of the total voting interest in the Unit shall prevail.

ARTICLE IX

ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT

9.1 If the Unit Operator is not the sole Working Interest
Owner, then costs and expenses incurred by Unit Operator in con-
ducting Unit operations hereunder shall be paid; appoftioned among
and borne by the Working Interest Owners in- accordance with the
Unit Operating Agreement. Such Unit Operating Agréement shall also
provide the manner in which the VWorking Interest Owners shall be en-
titled to receive theilr respective proportionate and allocated share
of the benefits accruing hereto in conformity with their underlying
operating agreements, leases or other independent contracts and
such other rights and obligations as between Unit Operator and the
Working Interest Owners as may be agreed upon by phe Unit Operator
and the VWorking Interest Owncrs; however, no such Unit Operating
Agreemeﬁt shall be deemed ecither to modify any of the terms and

-13-




conditions of this Unit Agreement or to relieve the Unit Operator of
any right or obligation established under this agreement and in case
of any inconsictency or conflict between this agreement and the Unit

Operating Agreement, this Unit Zgreement shall prevail. Copies of

<

any Unit Operating Agreement executed pursuant to this Article shall

be filed with the Surervisor as recuired prior to approval of this

agrecment.

ARTICLE X

RIGHTS AND OBLICATIONS OF UNIT OPERATOR

y prcvided nerein the

-

10.1 Except as otherwise snecifical
exclusive right, privilege and duty of exercising any and all rights

of the parties hereto which are necessary or convenient for pDros-

)

(o

'y

pecting for, producing, storing, allocating and distributing the

G

Unitized Substances are hereby delegated ©o and shall be exercised
by the Unit Operator as herein prcvideéd. Upon reguest by Unit Op-

eratcer, acceptable evidence of title to said rights shall be deposit-

L)

ed with said Unit Cperator, and tcgether with this agreement, shall

It

constitute and define the rights, orivileges and obligations of Unit
Operator. UNothing herein, however, shall be construed to fransfer
title to any land or to any lease-or oprerating agreement, it being
understood that under this agreemenc, the‘Unit Operator, in its capa-
city as Unit Operator, shall exercisc the rights of »ossession and
use vested in the parties hereto cnly for the purposes herein spé—

cificd.
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ARTICLE XI

" PLAN OF OPERATIONS

11.1 It ié recoznized and agrged bj the parties hereto that
all of the-land subject to.this agreemenﬁ is feasonably proved to be
prdductive of Unitized Substances in paying quantities and that the
object ana pﬁrpose oﬁ_this azreement is fto formulate and to but into
effect a secondary recovery project in order to'effgct additional re-
'covery of Unitized Substances, prevent waste and conserve natural're—
sources consistent with good engineering practiceé expectéd of a pru-
" dent operator. The partieé hereto agree that the Unit:Operator may,
‘subject to the consent and approval of a plan of operation by‘the

Working Interest Owners, the Supervisor and the Commission, inject

inte the Unitized Formation through any well or wells completed there-

in, brine, water, air, gas, oil, liquid vetroleum gases and any one
_or'more other suﬁstances.or combinations of sﬁbgtances whether pro-
duced from the Unitized Formation or not,. and that the location of
input wells and the rate of injection therein and the rate of produc-

tion shall be goverhed by standards of good geélogic and petroleum
engineering practices and conservation methods. The Working Interest
Ovners, the Supervisor and the Commission shall be furnisﬂed veriodi-
cal reports on the progress of the plan of operation and any revision
or changes thereto; provided, however, that any major revision of the
plan.of operation involving a basic deviation from the initial plan
of operation shall be subjecet to the consent and approval of the Vork-
ingz Interest Owncers, theVSupervisor and the Commission.

11.2 "The initial plan of operation shall be filed with the
Supervisor and the Commission concurréntly with the filing of this
Uﬁit Agréement for final eapproval. Said initial plan of opecration
and all revisions thercof shall be as complete and adequate as the

.1e.
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-Supervisor and the commission may determiné'to be necessary for
timely operation consistent herewith. Reasonable diligence shall
be exercised in complying with the pbligations of the approved plan
of operation. |

11.3 The parties hereto subject to prior rights, 1if any,
grént to the Unit Operator the use.of brine or water or both from
any formation in and under the Unit Area for injection into the
Unitized rormation insofar as these rights are granted by the oil
and gas leases. | .

. ARTICLE XII

EASEMENTS OR USE OF SURFACE

_12.1 The parties hereto,'£o the extent of thelir rights and
interest, hereby grant to Vorking Interest Ownerg the right to ﬁse
as much of the surface of the 1and‘ﬁithin the Unit Area as may rea-
sonably be necessary for Unit operations, including the free use of
water {rom the Unit Area ror Unit operations, except water ffom any
well, lake, pond or irrigation ditcn of Royaity Owners, provided
that, nothing herein shall be conétrued as leasing or otherwise con-
veying to Vlorking Interest Ownefs a site for a water, gas injection,
processing or other plant or camp site.

ARTICLE XITI

TRACT PARTICIPATION

13.1 In Exhibit "B" attached hereto there are listed and
numbered the various Tracts within the Unit Area, and set forth op-

posite each tract are figures which revpresent the percentage of

~16-
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participation allocated to each Tract in the Unit Area.

13:2 Beginning at 7:60 A.M. on the effective date hereof,
the Tract Participation of each Tract shall be as shown within Ex-
hibit "B" and shall be determined from the following formula:

Tract Participation percentage equals;

90% A plus 10% C
B D

Where: A equals the estimated quantity of oil recoverablé
from the Unitized Formation underlying each such Tract
by primary recovery operations as agreed upon by the
Working Interest Owners.

B equals the summation of the estimated quantity
of 01l recoverable from the Unitized Formation under-
lying all such Tracts by primary recovery operations
as agreed upon by the Vorking Interest Owners.

C equals the surface acres assigned to each such
Tract.

D equals the summation of the surface acres as-
signed to all such Tracts.

13.3 In the event less than all Tracts.are committed on
the effective date hereof, the Tract Participations shall be calcu-
lated on the basis of all committed Tracts rather than all Tracts
in the Unit Area and Exhibit "C" shall be prepared by the Unit Op-
erator, see Sec. 14.2 hereof, to show the percentage of participation

of each Tract,

-17-
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ARTICLE XIV

TRACTS QUALIRFIED FOR UNIT PARTICIPATION

14.1 As the objective of this agreement is to have lands
in the Unit Area operated and entitled to participation under the
terms hereof, 1t is apgreed that, notwithstanding anything else here-
in, no Jjoinder shall be considered a commitment to thls agreement
unless the Tract involved 1s qualified under this Article. On and
after the effective date hereof, the Tracts within the Unilt Area
‘which shall be entitled to participation (as provided in Article
XIIT hereof) in the production of Unitized Substances therefrom
shall be those Tracts within the Unit Area as shown on Exhibit "A"
and described in Exhibit "B" that corner or have a common boundary
and which are otherwise qualified as follows: |

(a) Each Tract as to which Working Interest Owners
owning one hundred percent (100%) of the Working Interest therein
have become parties hereto and as to which Royalty Owners owning
seventy-five percent (75%) or more of the Royalty Interest therein
have become parties hereto. _

(b) Each Tract as to which Working Interest Owners own-
ing one hundred percent (100%) of the Working Interest thercin have
become parties hereto and as to which Royalty Owners owning less
than seventy-five percent (75%) of the Royalty Interest therein
have become parties hereto and, further, as to wh;ch:

(1) A1l Vorking Interest Owners in any such Tract
have Joined in a ;equest for the qualifications of such Tract, and

~18-




(2) Eighty-five percént (85%) of the combined voting
interests.of Yorking Intereét Cwners in all Tracts meeting the re-
quirements of paragraph {a) hercof have voted in favor of qualifying
such Tract.

' For the purpose-of this paragraph (b), a Working Interest
Ownerts "voting interest" shall be equal to the ratio (expressed in
perqent) which 1its aggregate Unit Participation in all Tracts quali;
fying under paragraph (a) bears to the total Unit Participaiion or
all VYorking Interest Owners in all Tracts quealifying under paragraph
(a). ‘ |

o (¢) FEach Tract.as .to wnich Working Interest Cvners owning
less than one hundred percent (100#) of the VWorking Interest there-
in have become varties hereto, régérdless of the percentage of Roy-
alty Interest therein which is committed hereto and, further, as to
which:

(1) The Working Interest Ouwner operating.any such
Tract and 2ll of the other Yorking Interest Cwnefs in such Tract
ﬁho have become parties hereto have joined in a request for qualifi-
cation of such Tract and at least 3859 of such parties have executed
and delivered an 1ndemnity agreement inGennifying ard agreeing to
hold harmless the cther Jorking Interest Owners in the Unit, their
successors and assigns, against all claims and cdemands which arise
out of the qualification of such Tract, which mgy be made by the own-
ers of erking Iptefest in such Tract who ars not parties hereto;-
aﬁd

-19-
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(2) Eighty-five percent (8573) of the combined_voting
interest éf Working Interest Owmers in all Tracts meeting the -re-
duirements of paragraph (a) and (b) have voted in favor of the qud;
lification of such Tragt and acceptance of the indemnity Agreement.

| For the purpose.of this paragraph (c), a Working Interest
Owner's voting interésf shall be equal to the ratio (expressed in
percent) which its aggregate Unit Participation in all Tracts quali;
fying under paragraphs (a) and (b) bears to the total Unit Partici-
patiocn of all WOrking Interest Owners in all Tracts qualifying_under
paragravhs (a) and (b). Upon qualification of such a Tract, the
Unit Participation whidh would have bpeen attiributed to the nonsub-
scribing owners of the YWorking Interest in such'Tract, had vthey
become parties to this agreement and'the Unit Operating Agreement,
shall be attributed to the Working Interest Owners in such Tract
who have becocme parties (o such agreements, in proportion to their
respective Vorking Interests in the Tract. '

14.2 If on the effective date of this agreement there is
any Tract or Tracts wnich have not been effectively committed to or
made:subject to this agreement by cualilying as above provided, then
such Tract or Tracts shall not be entitled to-participate.hereunder;
Unit Operatcr ghall,‘wh?n submitiing this agreement for final ap-

proval by the Commlssion and the Supervisor, file therewith, or

as soon as pract

}—J

cable, a schedule of those Tracts which have bee
comnitted and made subjectv to this agrecment and are entitled to
participate in the production of Unitized Substances. Said schedule
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shall set forth opposite each such committed Tract the lease number
or assignment number, the owner of record of the lease and the per-
centage participation of such Tract which shall be computed accord-
ing to the participation formula set out in Article XIII (Tract Par-
ticipation) above. This schedule of participation shall be referred
to as Exhibit "C" and upon approval thereof by the Supervlsor,

shall become a part of this agrecement and shall govern the allo-
cation of production of Unitilzed Substances until the effective

daté of a new schedule approved by the Supervisor.

ARTICLE XV

ALLOCATION OF UNITIZED SUBSTANCES

15.1 All Unitized Substances produced and saved (less,
save and except any part of such Unitized Substances used in con-~
formity with good operating practices on Unitized Land for drill-
ing, operating, camp and other production or development purposes
and for pressure maintenance or unavoidable loss) sﬁall be ap-
portioned among and allocated to the committed Tracts within
the Unit Area in accordance with the respective Tract Partici-
pation effective hereunder during the respective periods such
Unitized Substances were produced, as set forth in the schedule
of participation. The amount of Unitized Substances so allo-

cated to each Tract (rezardless of whether it be more or less
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than the amount of the actual production of Unltlzed Substances from
the well or wells, if any, on such Tract), shall, for all intents,
uses and purposes, be deemed to have been produced from such Tract.

15.2 The Unitized'Substances allccated to each Tract shall
be distributed among, or accounted for, to the.parties executing,
consenting to or ratifying this agreemént entitled to share in the
production rfrom such Tract in‘the same manner, in the same propor-
tion, and upcn the same conditions, as they would have participated
and shared in the production from such Tracts, or in the proceeds
thereof, had tﬁis~agreement not been entered inte; and with the same
".legal force and effect. |

15.3 No Tract committed to this agreement and qualified
for particio vion as above provided sna71 be subsequently excluded
from participation hereunder on account of depletion of Unitized
Substances, and nothing herein containzd sﬁall be construed as re-

adjustment for prcduction obtained prior to

¢

quiring any retroactiv
the effective date of the Joinder of any Tract.
15.4 If the Working Interest and the Royalty Interest in

any Tract are divided with respect To separate parcels or porticns

3

~of such Tract and owned severally by different persons, the percen-
tage pafticz ation assigned to such Trect shall, in the absence of
a recordable instrument executed by all owners and furnished to
Unit Opecrator fixing the divisions of cwnersnip, be divided amenz
such parcels or portions in proportion to the number of surface
acres in each

Yo



15.5 The Unitlzed Substancés allocated to each Tract shall
be delivered in kind to the respective VWorking Interest Owners and
parties entitled thereto by virtue of the ownership of Oil and Gas
Rights therein or by purchase from such owners. Each Working Interest
Owner and the parties entitled thereto shall have the continuing
right to receive such production in kind at a common point within
the Unit Areca and to sell or dispose of the same as it sees fit.’
Each such party shall have the right to construct, maintain and op-
erate all necessary facllities for that purpose -on Unitized Land,
pro&ided the éame are so constructed, maintained and operated as
not to interfere with operations carried on pursuant hereto. Subject
to Article XVI hereof, any extra expenditure incurred by Unit Opera-
tor by reason of the delivery in kind of any portion of the Unitized
Substances shall be borne by the party responsible therefor. If a
Royalty Owner has the right to take in kind a share of Unitilzed
Substances and fails to do so, the Working Interest Owner whose
Working Interest is subject to such Réyalty Interest shall be en-
titled to take in kind such share of the Unitized Substances.

15.6 If any party fails to take in kind or separately dis-
pose of its share of Unitized Substances, Unit Operator shall héve
the right for the time belng and subject to revocation at will by
the party owning the share, to sell or otherwlse dispose of such
production to itself or to others on a day to day basis at not less
than the prevailling market price in the area for like production. )
The proceeds of the Uniltized Substances so disposed of by Unit
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Operator shall be paid to the party entitled thereto.

15.7 Notwithstanding the foregoing, the Unit Operator shall
not make a sale into interstate commerce of any Working Interest
Owner's share of gas production without first giving such Working
Interest Owner sixty (60) days notice of such intended sale.

15.8 Any Working Interest Owner recelving in kind or sep-
arately disposing of all or any part of the Unitized Substances al-
located to any Tract, or receiving the proceeds therefrom if the éame
is sold or purchased by Unlt Operator, shall be responsible for the
payment of ali Royalty on the lease or leases and Tracts contributed
by it and received into the Unit, and each such party sha;l hold
.each othér party hereto harmless against all claims, demands and
causes of action for such Royalty on the lease or leases and Tracts
contributed by it to the Unit Area.

15,9 If, after the effective date of this agreement, there
is any Tract or Tracts that are subsequently committed hereto, as
provided in Article IV (Expansion of Unit Area) hereof, or any Tract
or Tracts within the Unit Area not committed hereto as of the ef-
fective date hereof but which are subsequently committed hereto
under the provisions of Article XXXII (Non-Joinder and Subsequent
Joinder) or if any Tract is excluded from the Unit Area as provided
for in Article XXX (Loss of Title), the schedule of participation,
Exhibit "C", subject to Article XIII (Tract Participation), and
Article XIV (Tracts Qualified for Unit Participation), shall be
revised by the Unit Operator and distributed to the Working Interest
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Owners and the Supervisor to show the revised Tract Participation
of all the committed Tracts; and the revised Exhibit “"Cc", upon ap-
proval by the Supervisor, shall govern all the allocation of pro-
duction of Unitized Substances from and after the effective date
thereof until a revised schedule 1s approved as hereinabove pro-
vided. |

15.10 Working Interest Owners may use as much of the Uni-
tized Substances as may reasonably be deemed necessary for the opF
eration and development of the Unitized Lands inclﬁding but not
limited to the injection of Unitized Substances into the Unitized
Formation, provided such usage 1is in accordance with the appro&ed
plans of operation.

15.11 No Royalty shall be payable upon or with respect to
Unitized Substances used or consumed in the operation or development
of the Unit Area or which may be otherwise unavoidably lost or con-
sumed in the production, handling, treating, transportation or stor-
ing of Unitized Substances.

ARTICLE XVI

ROYALTY SETTLEMENT

16.1 The United States of America and all Royalty Owners
who, undér an existing contract, are entitfled to take in kind a
share of the substances produced from any Tract unitized hereunder,
shall continue to be entitled to such right to take in kind their
share of the Unitized Substances allocated to such Tract, and
Unit Opecrator shall make dellveries of such Royalty share taken in
kind in confofmity with the applicableAcéntracts, laws and regula-

tions. Settlement for Royalfy Interest not taken in kind shall be




made by HWorking Interest Owners responsible therefor under. existing
contract;, laws and regulations on or before the last day of each
.month for Unitized Substances produced during the preceding calen-
dar month; provided, however, that nothing herein contained shall
operate to relieve the lessees of any land from their respéctivc
lease obligations for the payment of any Royalty due under their
leases, except that such Royalty shall be computed on Unitized Sub-
stances as allocated to each Tract in accérdance_with the terms of
fhis_Unit Agreement. With respect to those Federal leases commit-
ted hereto bn which the royalty rate depends upon the daily average
production per well, such average production shall be determinad
in accordance with the operating regulations as though the commit-

ted Tracts were included in a single consolidated lease.

')
W
=

16.2 If the amount of production or the proceeds therso

accruing to any Royalty Owner (except the United States of Ame riza)

¢t

in a Trac

[s}]

depends upon the average production per well or the aver-

O,
"h

age pipeline runs -per well from sucn Tract during any period o

time, then such production snall be determined from and after tne
effective date hereof by.dividing the quantity of Unitized Sub-

stances allocated heresunder to such Tract during sucn period ci time
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ocated thercon capable of producing as of
the effective date hereof, provided, however, any Tract without a
producible well on sald effective date shall, for the purposss here-

in contained, be considerecd as having one such me11 thereon.
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16.3 If gas obtained from lands not subject to this agrecement
1s introduced into the Unitized Formation, for use in repressuring,
stimulation of production or.increasing ultimate recovery in coﬁ-
formity with a plan approved pursuant to Article XI (Plan of Opera-
tions).J a iike'amount of gas, less appropriate deductions for loss
from any cause, may be withdrawn -from the Unitized Formation, Royalty
free as to dry gas but not as to .the produéts extracted therefrom;
provided such withdrawal shall be pursuvant to such conditions and
formulas as may be prescribed or approved by the Supervisor; and
provided further that such right of withdrawal shéli terﬁinate as of
the effective date of termination o; the Unit Agreement.

. 16.4 Royalty due the United States shall be computed és Dro-

vided in the operating regulations and paid in value or delivered in

kind as to all Unitized Substances on the basis of the amounts thereof

allocated to unitized Federal land as provided herein at the rate spe-
cified in the respe;tive Federal leases or at suohilowér rate or fates
‘as may be authcrized by law or regulation; provided that for leases on
vhich the royalty rate depends on the daily average production per
well, such averazge productiocn shall be determined in accordance with
the operating regulations as though the unitized 1énds were one lease.
16.5 Each Royalty Owner (other than the United States) that
executes this agreement represents and warrants that it is the owner

of a Royalty Interest in a Tract or Tracts within the Unit Area as its

interest appears in Exhibit "B" attached hereto. If any Royalty Inter-

est in a Tract or Tracts should be lost by title fallure or othervise
in whole or in part, during the term of this azreement, then the
Royalty Interest of the varty rcpreseﬁting himself to Dbe
the owner thereof, shall be reduéed proporcionately

| .:2'?’._
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and the interezt of 2ll parties shall Pe adjusted accordingly.

ARTICLE YVII

RENTAL SETTLEMENT

17.1 ‘Rentals or xiailwum Royaltles due on leases committed
hereto shall be pald by Working.Interest Owhers responsible there-
for under existing contracts, laws and regulations provided that
nothing hérein-contained shall operate to relieve the lessees of
any land from their respsctive leczase obligations for the paymentiof
any rental or minimum Royalty in lieu thereof, due under their leas-
es. Rental:or minimuam Royealty for lands of thé United States of
America subject to -this agreement shzll be paid at the rate épeci~
fied in the respectife leases from the United States of America,
unless rental or minimum Royalty is ﬁaived, suspended or reduced
by law or by approval of the Secretary or nis duly authorized repre-

éentative.

ARTICLE XVIII

CONSERVATION

18.1 Operations hereunder and production of Unitized Sub-
stances shall be conducted to provide for the mest economical and
efficient recovery of said substances without waste, as defined by
or pursuant to Federal and State-laws and regulations.

ARTICLE XIX

DRATNAGE
19.1 The Unit Operator shall take appropriate and adequéte
measures to prevent dralnage of Unitized Substances from Unitized
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Land by wells on land not subject to this agreement.

ARTICLE XX

LEASES AD CCHTRACTS CONFORMED AND EXTENDIED

20.1 Tne terms, cznditlons and provisions of all leases,
sub-leases and other contracts relating to exploration, drilling,
development or operation for oll or gas on lands committed to this
agrecment are hereby expressly modified and amended to the extent
necessary to make the same conform to the provisions hereof, but

otherwise to remain in full force and effect, and the parties here-

tfo hereby consent that the Secretafy shall, and by his approval here-

of', or by the approval hereof by his duly authorized representative,
does hereby establish, alter, change or revoke the drilling, produc-
ing, rental, minimum Royalty and Royalty requirements of Federal
leases committed hereto and the regulations of Federal leases com-
mitted hereto and the regulations in respect thereto to conform

sald requirements to the provisions of this agreement.

20.2 VWithout limiting the generality of the foregoing, all
leases, sub-leases and contracts are particularly modified in ac-
cordance with the following:

(a) The development and operation of lands subject
to this agreement under the terms hereof shall be deemed full per-
formance of all obligations for development and operation with
respect to each and every part or separatcely owned Tract subject
to this agreement, regardless of whether there is any development
of any particular part or Tract of the Unit Area, notwithstanding
anything to the contrary in any lease, operating agreement or other
contract by and between the partles hereto, or their respective
predecessors in interest, or any of them.

(b) Drilling, producing or secondary recovery opera-
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tions pcr’ormed lercunder upon any Tract of Unitlzed Lands shall be
accepted and deemed to be porforned uron and for the benefit of each
and every Tract of Unitized Land, and no lease shall be deemed to ex-
pire by recason of failure {o drill or produce wells situated on land
therein enmbraced.

(¢) Suspsnuica of drilling or producing operations on

.all Unitized Lands pursuent to direction or coensent of the Secretary
or his duly aJtnOP“ZCf representative, shall be deemed to constitute
such susrension pursuant to such direction or consent as to each and
every Tract of Unlilacd Lands.

(d) Each lease, sublease or contract relating to the
exploration, drilling, devclopaent or operation for oil and gas which
by its terms might cxpire prior to the terminaticn of this agreenent,
is hereby extended bveyond any such iterim so provided therein, so that
it shall be continued in rull force and effect for and during the
term of this agreement.

(e) The segregaticn of any Federal lease committed to
this agreement is governad by the ‘0370'ing provision in the fourth
paragraph of Article 17 (J) of the Mineral Leasing Act, as amended by
the Act of September 2, 1960 (74 Stat. 781-784): "Any (Federal) lease
heretofore or hereafter cormitted to any such (Unit) plan embracing
lands that are in part within and in part outside of the area covered
by any such plan shall be segregated into separate leases as to the
lands committed and the lande not committed as of the effective date
of unitization; provided, howe
unitized portion shall continue in force and effect for the term
thereof but for not less than two years from the date of such sepre-
gation and so long thereafter as oll or gas is produced in paying
quantities”.

20.3 Termination of this agrecement shall not affect any
lease which, pursuant to the terms thereof or any applicable laws,

shall continue in force and effect thereaftef.

ARTICLE XXI

COVENHANTS RUN WITH LAUWD

'

21.1 All terms and conditions herein contained shall be
construed to be covenants running with the land with respcct to the

interecst of the parties hereto and their successors in title until
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this agrecment terminates, and any grant, transfer, conveyance or

any passage of any intzrest in land or lesases subject hereto, no mat-
ter how accomplished, shall be and herehy ls conditioned upon the as-
sumption of z2ll privilezes and obligations by guch successor in inter-
est. By way of illustration, but not limitation, if any Working Inter-
est Owner shall, after executing thils agreenment, create any overriding
royalty, production payment or any similar interest out of its inter—
est, the new ovmer, or ocwnsrs, ol 2uch interest or interests, shall

be bound by the terms of this agreement and the Unit Operating Agree-
ment. No assigrnment or transfer of any Working Interest subject here-
to shall be binding upon Unit Operstor until the first dey of the cal-
endar month after Unit Operator is furnished with the ofiginal, or
acceptable photostatic or certiflied copy, of the recorded instrument
of transfer; and no assignmment or transfer of a Royalty Interest
subject hereto shall ve binding upon the Working Interest Owner res-
ponsible therefor until the lrst day of the calendar month after

sald Vorking Interest Owner is furnished with the original, or ac-
qeptable photostatic or certified copy, of the recorded instrument

of transfer.

ARTICLE XXIT

- EFFECTIVE DATE AND TERM

22.1 This agrcement shall become binding upon each party

-who ekecutes~of ratifies it as of the date of execution or ratifi-
cation by such party and shall become effcetive as of 7:00 a.m. éf
the first day of the calendar month next following:

-31-
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(a) The executlon or ratification of this agreement
and the Unit Operating Agreement, if appropriate, by Working Inter-
est Owners of Tracts comprising eighty percent (80%5) or more, on a
surface acreage basis, of the Unit Arca as shown on the original Jix-
hibit "B" and which are qualifiled under the provisions of Article XIV.

(b) The approval of this agreecment by the Commission
and the Supervisor. _

(c) The filing of at least one counterpart of this
agreement for record in the office of the County Clerk of Eddy County,
New Mexico, by the Unit Operator; and provided further that if (a),
(b) and (c) above are not accomplished on or before July 1, 1973,
this agrecment shall ipso facto expire on said date (hercinafter call-
ed "expiration date") and thereafter be of no further force or effect
unless prior thereto this agrecment has been executed or ratified by
Working Interest Owners owning a combined Unlt Participation of at
least elghty percent (807%), and that Working Interest Owners owning
in the agpgregate sixty-five percent (65%) or more of the total Unit
Participation committed to this agrecment have decided to extend
said expiration date for a period not to exceed six months (hercin-
after called "extended expiration date"). If sald expiration date
"is so extended and (a), (b) and (¢) are not accomplished on or be-

fore said extended expiration date and thereafter be of no further
force or effect. -

22.2 Unit Operator shall, within thirty (30) days after the
effective date of this agreement, file for record in the office |
where a counterpart of this agreement is recorded, a certificate to
the effect that this agreement has becone effectivé according to
1£S terms and stéting further the effective date.

22.3 The term of this agreement shall be for and during the
time that Unitized Substances are produced in quantities sufficient to
pay for the cost of producing same {rom wells on the Unitized Land
and so long thereafter as diligent drilling, reworking or other op-
efations (including secondary recovery operations) are prosecuted there-
on without cessation of more than nincty (90) consecutive days, and
80 lonz thercafter as Unitized Substances are produced as aforesald.
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22.4 This agreement may be terminated at any time for
any other rcason with the approval of the Supervisor by Working
Intercst Owners owning seventy-five percent (75%) Unit Partici—
pation. ©Notice of any such terminétion shall be given to all
parties hereto and a copy filed by Unit Operator in the offlce
of the County Clerk of Eddy County, New Mexico.

22.5 Upon termination of this agreement, Unit Operations
shall cease, and thereafter the parties hereto shall be governed
by the terms and provisions of the leases and.contracts affecting
the separate Tracts. )

22.6 If not otherwise covered by the leases unitized
under this agreement, Royalty Owners hereby grant Working Interest
Owners a period of six months after termination of this agreement
in which to salvage, sell, distribute or otherwise dispose of the
personal property and facilities used in connection with Unit

Operations.

ARTICLE XXIII

RATE OF PROSPECTING, DEVELOPMENT AND PRODUCTION

23.1 All production and the disposal thereof shall be in
conformity with allocations and quotas made or fixed by any duly au-
thorized person or regulatory body under any Federal or State statute,

The Director is hereby vested wlth authority to alter or modify from
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time to time, in his-discretion, the rate of prospecting and .develop-
ﬁent and within the limits maae or firxed by the Commission to alter
or'modify the quantity and rate of productibn under this agreement,
such authority being hereby limited to alteration or modification
in the public interest, the purpose thereof and the pubiic interest
to be served thefeby to be stated in the order of alteration or modi-
fication; provided, further, that no such alteration of modification
shall be effective as to any privately-owned 1aﬁds subject to thié
.agreement as to the quantity and réte of production in the‘absence
of specific written appfoval'thereof by the Commission.

| 23.2 Powers in this Article vested in the Director shall
-only be ekeroised after notice to Unit Operator and opportunity for
héaring to be held not less than fifteen days'from notice, and there-
after subject to administrative appeal before becoming final.

ARTICLE XXIV

NON-DISCRIIMINATION

24,1 In connection with thg_performance of work under this
agreemené, the Unit Operator agrees to comply with all of the provi-
sions of Secticn 202 (1) to (7), inclusive, of Executive Order 11245,
(30 F.R. 12319), which are hereby incorporated'by reference in this
agreement.

ARTICLE YXV

APPEARANCES

25.1 Unit Operator, after notice to other parties affect- |
ed, shall have the right to appear for or on behalf of any and all
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interests affected hereby.befpre the Department and the Commission,
and to appeal from any order issued under the rules and regulations
" of the Department or the Commission, or to apply for reclief from any
of said rules and regulations or-in any procecdings relative to op-

erations before the Department or the Commission, or any other legal-

ly constituted authority; provided, however, that any other interest-

ed party shell also have the right at his or its own expense tToO be
heard in any such proceeding.

ARTICLE XXVI

NOTICES

26.1 All notices,vdeﬁands, objections or statements re-
quired hereunder to be given or rendered to the parties hereto shall
be deemed'fully given if made in writing and personally delivered
to the party or parties or sent by postpaid certified mail, addres-
sed to such party or parties at their respective addresses set fortn
in conmnection with the signatures hereto or to thé ratification or
consent hereof or to such other adcdress as any such party or partles
md& have furnisﬁed in writing to the party sending the notice, de-
mand or statement.

ARTICLE XXVII

NO WAIVER OF CZRTAIN RIGHTS

27.1 Nothing in this agrecement contained shall be constru-
ed as a waiver by any varty hereto of the right to assert any legal
or constitutional right or defense as to the validity or invalidity
of any law of the State whereiﬁ sald Unitized Lands are located, or

..35_.




of the United States or the rules or regulations issued thereunder
in any way affecting such party, or as a wailver by any such party
of any right beyond his or its authority to waive.

ARTICLE XXVIII

PERSONAI, PROPERTY EXCEPTED . :

28.1 ir fhé Unit Operator is not the sole Vorking Interest
Owner, then it 1is agreed that each of the VWorking Interest Ovners
hereto haé heretofore individually placed in or on the wells drill-
-ed by such Yorking Interest Owner on its leases or interests and
in or on the iand covered by sald leases or interests certain casing,
'casihg fl;hges, tubing, rods, pipes, tanks as well as other lease
and well equipment or other personal propertj (to all of which the
provisions hereof are applicable whether similar or dissimilar in
nature to tne fofegoing enumeration). As to éll of such eguipment,
the installing Vorking Interest Ouwner has the contractual rignt in
and under its resvective leases to remove same from the premises,
and the installation thereof by said Working Interest Ovner was with
fhe intention and understanding that all of such ecuipment would be
and remain perscnal property and that no part thereof would be or
become fixtures to the realty. The Working Intefest Cvners hereto
have dealt separately ameng themselves and do hereby makke a separate
agreement with each other with respect to such lease and well equizs-
ment and all other such personal property located in or on the well:
or their respective leascs, on the one hand, andéd the realty, lease-
hold estates, and the wells (exclusive of all equipment in or on
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said wells) located on and the Unitized Substances underlying the
Unit Area, on the other hand. To that end, the Working Interest
Owners have severed, and do hereby sever for all purposes of this
agreement, all such lease and well equipment and other such person-
al property which may be located in or on the(respectivé leases or
in or on the welis thereon from the real leasehold estafes, and the
wells located on and the Unitized Substances underlying the Unit
Area. To conform their respective investmeﬁts in such equipment,
Working Interest Owners have made a separate agrezement with each
cher with respect thereto.

CARTICLE XXIX

UNAVOIDAELE DILAY

29.1 All obligations under this agreement requiring the
Unit Operator to commence or continue secondary recovery operations
or to operate on or produce Unitized Substances from ény.of the.
lands coverad by thié agreementc shall be susoended while, but only
so long as thé Unit Operator, despite the exsrcise of due care anc
diligence, iSiprevented Trom complying with such obligations, in

oy

wnole or in part, by strikes, acts of God, Federal, State or nmuni-

cipval law or agency, unavoidable accident, uncontrollable delays

ct

in transportation, inability to obtain necessary materials in open

market, or.other matters beyond the reasoconable control of the Unit
Operator wnether similar to matters hereinAenumerated or not.
ARTICLE XX .

10SS OF TITLE ' : -

PR . e e Ce e o

30.1 If any Tract of Unitized Land ceases to have sufficicnt
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Working Interest or Royalty Interest committed to this agreement to
'meét the conditions of Article XIV because of failure of title to any
party hereto, such Tract shall be regarded as not committed hereto

as of 7:00 a.m. on the first day of the calendar month in which such
failure of title is finally determined; provided, however, thét no
such Tract shall bé SO fegarded if same can be reqgualified under said
Article XIV within ninety (S0) days after the date on which such titlé
féilure was finally determined. If any such Tract-cannot be so re-
qualified, Unit Operator shall recompute the Tract Participation of
each Tract of Unitized Land remaining subject tq this agreement so
that such Tfaét Participation shall remain in the same ratio 6ne to
aﬁother. Thereafter, Unit-Operator.shall revise Exhibit "¢" conform-
ably with such recomputation. Eaéh suchrevised exhibit shall be ef-
fective at 7:00 a.m. on the first day of the calendar month in which
such failure of title is finally determined. If title to a W6rking
Interest fails, the rights and obligations,of working Interest Own-
ers by reason of sucn failure shall be govérned by the Unit Operat-
ing Agreement if a_bropriate. If title to a Royalty Interest fails,
but the Tract to which 1t relates remains committeq to this agreement,
the Royalty Owner wnose title Tailed shall not be entitled to parti-
cipate hereunder insolar as its parcticipation ié based on such lost
Royalty Interest. In the event of a dispute as to the title of any
Uorking or Royalty Interest or other interest subjecti hercto, payment
or deliverj on éccount thereol may be withheld without liability or
interest until the dispute 1s finally settled; provided, pnat as éo
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Federal land or leases, no payments cf funds duc the United States of

America shall be withheld, but such funds shall be deposited as di

&

ed by the Supervisor ©to be held as unzarned meney pending final

set-
tlement of tne tle dispute, and then anplied as carned or returned

in accordance with such final scttlement

30.2 Unit Overator, as such, is relieved from any resoonsi-

bility for any defect or failure of any title hereunder.

ARTICLE XXX

BORDZR AGRTELENTS

,

31.1 Subject to the approva

o)

1=

Operator upon the concurrence of Vorking Interest Owners owning

least sixty-five percent (657%) of Unit Participation may enter

of the Supervisor, the Unit

2.
at

into

a borcder-protection agreement or agreements with the VWorking Inter-

est Ownsrs of lands adjeacent Lo the committed Tracts with ress

to the operations in the pborder area lor the maximum ultimai

covery, consegrvatition purposes and proper proitection of the parties

and interests.
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must be accompanied by appropriate joinder of the corresponding Work-
‘1ng Interest Owncer in order for the interest of such Royalty and Re-
cord Owner to be regarded as committed. Joinder to the Unit Agrece-
ment by a Working Interest Owner, at any time; must be accompanied

by appropriate Jjoinder to the Unit Operating Agreement, if appro-
priate, in order for such interest to be regarded as committed to
this Unit Agreement.

33.2 Any o0il or gas interest in the Unitized Formation not
committed hereto prior to submission of this agreement f{for final
approval may thereafter be committed hereto upon compliance with
the applicable provisions of this Article and of Article XIV
(Tracts Qﬁalified for Unit Participation) hereof, at any time up
to the effective date hereof on the same basis of participation
as provided 1in said Article XIV, by the owiner or owners thereof sub-
scribing, ratiflying or consenting in writing to this égreement and,
1f the interest is a Working Interest, by the owner of such inter-
est subscribing also to the Unit Operating Agreement, if appropriate.

33.3 It is understocd and agreed, however, that from and
after the effective date hereof the right of subsequent joinder as
provided 1n this Article shall be subJect to such requirements or ap
provals and on such basis as may be agreed upon by Working Interest
Owners having not less than eighty percent (80%) Unit Participation,
and approved by the Supervisor. Such subscquent joinder by a pro-
posed Working Interest Owner must be evidenced by hils execution or rati-
fication of this agreement and the Unit Operating Agrcement, if appro-
priate. Such Joinder by a proposed Royalty Owner must be evidenced by hic

~40--



execution, -ratification

sented to in writing

Z by
payment of any benefits

proposed Royzlty Ouner.

subsequent joinder to this

as of the

visor of

sary to establish effective commitment

this agrecmant,

dulj made within sixty (

pay it
of value of
provided,
that

the Unit

pay or advance
is hereby expressly
said taxes

cluding ¥

D)

concrazt with

of the menth following

duly executed counterparts o

unless obje

said teaxe

i
v
¢
=
®

reimbursced therefor by the parties hereto,

shall be charged to the

a lessce whiich

or consent of this agrcement and must be con-

the Vorking Interest Owner responsible for t{he

that may accrue hereunder in behall of such
ixecept as

may be otherwise herein provided,

1211 be effective at 7:00 a.m.
the filing with the Super-

any and all documents neces-

j

of any Tract or interest to

ction to such Jjolnder by the Supervisor is

ling.

60) d ys after such fi
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. -ARTICLE XXX

CONFLICT 0O SUPERVISION

35.1 Neither the Unit Operatér nor the Working Interest{ Own-
ers, nor any oi then, shall be subject to any forfeiture, termination
6r expiration of any rights hereunder or under any leases or contracts
subject hereto, or to any venalty or liability on account of delay
or failure in whole or in part to comply with any applicable provi-
sions thereof, to the extent that the said Unit Operator or the Vork-
ing Interest Ouners, or any of them, are hindered, delayed or prevent-
ed from omnl;ilF therewith by reason of failure of the Unit Operator
to. obtain, in the exercise of due diligence, the concurrence of proper

.

reoresantatives of the United States in an

PLE

about any matters or

(o7

things concerning which it is recquired herein that such concurrence

be obizined. The parties hereto, including the Commission, agree

1=

that all powers and authority .vested in the Commission in and by

2.

the Commission and

C.l
}_h
S

e

[

any provisions of this agreement are ves

a8

shall be exercised by it pursuant to the provisions of the laws of

the Statz of New liexico and subject in any case to appeal or judicial

.

ed by the laws of the State

(o))

review as may nov or hercafter be orovi
of New iexico.

ARTICLE  XAXVI

NO PARMNZRASHIR

s ~

36.1 ‘The duties, oblizations and liabilities of the pariies
Bl O L

hereto are intended to be scveral and net Joint or collective. This
agrecment is nov intended to create, and shall not be construczd to
oo
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create, an association or trust, or to Impose a partnership duty,
obligation or liability with regard to any one or more of the parties
hereto, Each party hereto shall be individually responsible for its
own obligations as hereln provided.

ARTICLE XXXVIT

PRODUCTICN AS OF THE EFFECTIVE DATE

37.1 Unit Operator shall make a proper and timely gauge of
all lease and other tanks on Unitized Land in order to ascertain
the amount'of merchantaeble oil above the pipeline connection in such
tapks as of 7:00 a.m. on the effective date hereof., The oil that is
a part of the prior allowable of the wells ffom which 1t was produc-
ed shall be and remain the property of the Working Interest Owner
éntitled thereto, the same as if the Unit had not been formed; and
such Working Interest Owner shall promptly remove sald oil from
Unitized Land. Any such oil not so removsd may be sold by Unit Op-
eratof for the account of such Working Interest Owner, subject to
the payment of all Royalty to Royalty Owners under the applicable
.lease or leases and other contracts. The oil that is in excess of
the prior allowable of the wells from which it was produced shall
be regarded as Unitized Substances produced after effective date
hereof.

37.2 If, as of the effectilve date hereof, any Tract is
overproduced with respect to the allowable of the wells on that
Tract and the amount of overproduction has been sold or otherwise.
disposed of; such overproduction chall be regarded as a part of the

43~
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Unitized Substances produced after the effective date hereof and
shall be charged to such Tract as having been delivered to the
parties entitled to Unitized Substances allocated to such Tract,

ARTICLE XXXVITIX

COUNTERPARTS

38.1 This agreement may be executed in any number of count-
erparts, no one of which needs to be executed by all parties and
may be ratified or consented to by separate instruments in writing
specifically referring hereto, and shall be binding upon all those
parties who have executed such a counterpart, ratification or con-
sent hereto with the same force and effect as if all parties had
signed the same document, and regardless of whether or not it is
executed by all other parties owning or claiming an interest in the
land within the above described Unit Area.

IN WITNESS WHEREOF, the parties hereto have executed this
agreement on the dates shown opposite their respective signatures

‘ATTEST: SHENANDOAH OIL CORPORATION

; //></2%«V%L£é;/

qffﬁb secretary

By T 7/;%/); 7z

DATED: 26 7 Vice President
SOLE WORKING INTEREST OWNER
RERESD: ATLANTIC RICHFIELD COMPANY }%%}4
A —Seeretary— By @« . t
DATED: J)a.cs & /973 ¢ ﬂﬂ/

LESSEE OF RECORD "



THE STATE OF TEXAS
COUNTY OF TARRANT

The foregoing instrument was acknowledged before me this

h . ./;7. . R
2 by A Bl

~3

/{/[{ day of f>}é é;ﬁ/v/vc’—l’? ’ 19

Vice President of Shenandoah 0il Corporation, a Texas corporation,

y e 2 ;
/_// e e / ‘:’ﬁj el e
Notary Public

My commission expires:

June 1, 1973

THE STATE OF /.y e

COUNTY OF Pl sitvn o

The foregoing instrument was acknowledged before me this

1 - . ,: C 7 /' - ;
¢th  day of Phuscs , 1972 , by A K dpneth '
éZZZZ%juff o Tl for Atlantic Richfield Company, a

Pennsylvania corporation.
;/). g g
A A / \/LL‘Z‘/@\, ’ Y‘vcnne Eme.’rs
Notary Public

My commissicon expires:

Die v s /5973
4




APPROVED this

day of

, 19 by

NEW MEXICO OIL CONSERVATION COMMISSION

By

- 46 -
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EXHIBIT 'B"
UNIT AGREEMENT
ROBINSON~-JACKSON UNIT
EDDY COUNTY, NEW MEXICO

BASIC ROYALTY

OVERRIDING ROYALTY

TRACT DESCRIPTION NO.OF SERIAL NO, & OWNER & OWNER & WORKIXG INTEREST
NO. Cr LAXND ACRES EXPIRATION DATE PERCENTAGE LESSEE OF RECORD PERCENTAGE QWNER & PERCENTACET
1 T-17S, R-29E 280.00 LC 028775(a) USA - All Atlantic Richfield Univ.of New Mex., .18125% Shenandoah 0il Cerpoeratic:
Sec.27: SE/4 _ Aug. 31, 1979 12%% Company Albuquerque Natl. Bank 1007%
Sec.34: NW/4 NE/4, . 231477,
S/2 NE/4. Selma E.Andrews Agency #1335

. 268527,

Boys Club of Am., .181257%
Elks Natl, Fund, ,181257
Glenn B, llaines, 1060677/
Nigeins Trust, Tnc., 1.31250%
Velma Smith Jores, .93750%
Corrinne Smith Lanning

. 937507

Patrick J.Leonard, .30208%7%
Robert J.Leonard, .302087%
Timothy J.Leonard, .302097%

Marshall & Winston, Inc.

. 50000%

Nancy Ruth Marshall Hunter .
.0416657,

Marjorie Ann Marshall Dunlop
. 0416657,

James W. Poole, Jr.

.041665%,

"Jimmy'" Poole, .0416657

New ex.Boys Ranch, Inc.
.18125%

Mrs.C.A.Russell, 1.00000%
Shattuck School, .18125%

H. B. Tigner, .166677%




BASIC ROYALTY

OVERRIDING ROYALTY

TRACT DESCRIPTION NO.QF SERIAL NO. & OWNER & OWNER & WORKING INTEREST
»o. OF LAXND ACRES EXPIRATION DATE PERCENTAGE LESSEE OF RECORD PERCENTAGE OWNER & PERCENTAGE
T-178, R-29E
14 Sec.34: NE/4 NE/4 120.00 LC 028775(a) UsSA - All Atlantic Richfield Univ. of New Mex,, .181257% Shenandoah 0il Corporation
Sec.35: W/2 NW/4 Aug. 31, 1979 12% - 25% Company Albuquerque Natl. Bank 100%

240.00

(A

T-175, R-29E

Sec.27: S/2 NE/4&,
SE/4 WW/4&,

Sec.35: N/2 SE/4,
NE/4 SW/4.

Page 2 of 3

LC 028775(b)
May 31, 1976

Sliding Scale

Schedule C
USA - All Atlantic Richfield
12%7 Company

. 231477,

Selma E.Andrews Agency #1335
. 268527

Bovs Club of Am., .181257%

Elks Natl. Fund, .18125%

Glenn B. Haines, ,166677%

Higoins Trust, Inc., 1.312507%

Velwma Smith Jones, .93750%

Corrinne Smith Lanning

. 937507,

Patrick J.Leonard, .302087
Robert J.Leonard, 302087
Timothy J.Leonard, .30209/
Marshall & Winston, Inc.

. 50000%

Nancy Ruth Marshall Hunter
.041665%,

Marjorie Ann Marshall Dunlop
.0416657,

James W. Poole, Jr.
.0416657,

"Jimny' Poole, .041665%
New Mex.,Boys Ranch, Inc.
.18125%

Mrs. C.A.Russell, 1.00000%
Shattuck School, .13125%
H. B. Tigner, .16667%

None Shenandoah 0il Corpcration

100%



BASIC ROYALTY

OVERRIDING ROYALTY

TRACT DESCRIPTION NO.OF SERIAL NO. & OWNER & OWNER & WORKING INTEREST
NO. OF LAXD ACRES EXPIRATION DATE PERCENTAGE LESSEE OF RECORD PERCENTAGE OWNER & PERCENTAGE
2A T-17S5, R-29E 440,00 LC 028775(b) USA - All Atlantic Richfield None Shenandoah 0il Corporation
Sec.27: N/2 NE/4, May 31, 1976 12% - 25% Company 100%
NE/4 NW/4, Sliding Scale
. E/2 SW/4. Schedule D
Sec.35: XNE/4,
E/2 NW/4.
3 T-17S, R-29E 40.00 LC 067910 USA - All Atlantic Richfield None Shenandoah Cil Corpcration
Sec.34: NE/4 SE/4 April 30,1974 12% - 33-1/3% Company 1007
Sliding Scale
Schedule D
4 T-175, R-29E 40.00 LC 069147 Usa - All Atlantic Richfield None Shenandoah Cil Corporation

Sec.34: NE/4 NW/4

April 30,1974

Tederal Tracts 1160 acres, or 100% of unit.

2age 3 of 3

12% - 33-1/3%
Sliding Scale
Schedule D

Company

100%



EXHIBIT "C"
UNIT AGREEMENT
ROBINSON-JACKSON UNIT

EDDY COUNTY, NEW MEXICO

TRACT NO. DESCRIPTION OF LAND NO. OF ACRES

SERIAL NO. & EXPIRATION DATE

% TRACT PARTICIPATION

1 T-17S8, R-29E
Sec.27: SE/4
Sec.34: NW/4 NE/4,
S/2 NE/4

1A T-17S, R-29E
Sec.34: NE/4 NE/4
Sec.35: W/2 NW/4

2 T-17S, R-29E
Sec.27: S/2 NE/4,
St/4 NW/4
Sec.35: N/2 SE/4,
NE/&4 SW/4

2A T-17S, R-29E
Sec.27: N/2 NE/4,
NE/4 NW/&4,
E/2 SW/4
Sec.35: NE/&4, E/2 NW/4

3 T-17S, R-29E
Sec.34: NE/4 SE/4

L T-17S, R-29E
Sec.34: NE/4 NW/4

6 Federal Tracts 1160 acres, or 100% of Unit.

280.00

120.00

240.00

440.00

40.00

40.00

LC 028775(a), Sept. 1, 1979

LC 028775(a), Sept. 1, 1979

LC 028775(b), June 1, 1976

LC 028775(b), June 1, 1976

LC 067910, May 1, 1974

LC 069147, May 1, 1974

23.32615

9.08772

17.77729

47.71098

1.75303

0.34483

100.00000



EXHIBIT "A"

ROBINSON — JACKSON UNIT

T-17-5, R-29-E, EDDY CO,NM

R-29-E

T T
|7 |7
S S

Robinson - Federal
N

L E G ENV D

OUTLINE

@ TRACT NUMBER

FEDERAL ACREAGE
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