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State of New Mexico

PATRICK H. LYONS COMMISSIONER'S OFFICE
COMMISSIONER Commissioner Of Public Lands Phone (505) 827-5760
310 OLD SANTA FE TRAIL Fax (505) 827-5766
P.O. BOX 1148 www.nmsltatelands.org
SANTA FE, NEW MEXICO 875041148
May 5, 2003

PR o s
SV N AN .
Tipton Oil & Gas Acquisitions
P.O. Box 1234 HAY e -
Lovington, New Mexico 88260 ;

Attn:  Mr. Clay Tipton

Re: 2003 Plan of Development
Robinson Unit
Lea and Eddy Counties, New Mexico

Dear Ms. Tipton:

The Commissioner of Public Lands has, of this date, approved the above-captioned Plan of Development. Our
approval is subject to like approval by all other appropriate agencies.

The possibility of drainage by wells outside of the unit area and the need for further development of the unit
may exist. You may be contacted at a later date regarding these possibilities.

If you have any questions or if we may be of further help, please contact Pete Martinez at (505) 827-5791.
Very truly yours,

PATRICK H. LYONS
COMMISSIONER OF PUBLIC LANDS

BY: r < /
JAMI BAILEY, Director

0il, Gas and Minerals Division
(505) 827-5744

PL/JB/cpm
xc: Reader File OCD BLM



COMMISSIONER'S OFFICE
Phone (505) 827-5760
Fax (505)827-5766

ADMINISTRATION
Phone (505) 827-5700
Fax (505)827-5853

GENERAL COUNSEL
Phone (505) 827-5713
Fax (505)827-4262

PUBLIC AFFAIRS

Phone (505) 827-1245
Fax (505)827-5766

August 6, 2002

New Mexico State Land Office

Commissioner of Public Lands
Ray Powell, M.S,, D.V.M.

Tipton Oil & Gas Acquisitions

P.O.Box 1234

Lovington, New Mexico 88260

Attn:  Ms. Debbie McKelvey

Re: Resignation/Designation of Successor Unit Operator

Robinson Unit

Lea County, New Mexico

Dear Ms. McKelvey:

COMMERCIAL RESOURCES
Phone (505) 827-5724
Fax (505)827-6157

MINERAL RESOURCES
Phone (505) 827-5744
Fax (505)827-4739

ROYALTY MANAGEMENT
Phone (505) 827-5772
Fax (505)827-4739

SURFACE RESOURCES
Phone (505) 827-5793
Fax (505)827-5711

We are in receipt of your resignation/designation of successor unit operator, wherein Dwight A. Tipton has resigned as
unit operator of the Robinson Unit and designated Tipton Oil & Gas Acquisitions as the successor unit operator.

The Commissioner of Public Lands has this date approved the resignation of wherein Dwight A. Tipton and the
designation of Tipton Oil & Gas Acquisitions as the successor unit operator of this unit.

This change in operators is effective August 1, 2002. In accordance with this approval, Tipton Oil & Gas Acquisitions
is now responsible for all operations and the reporting of all production from the unit.

Our approval is subject to like approval by the Bureau of Land Management.

If you have any questions or if we may be of further help, please contact Pete Martinez at (505) 827-5791.

RAY POWELL, M.S., D.V.M.
COMMISSIONER OF PUBLIC LANDS

BY:
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JAMI BAILEY, Director

0Oil/Gas and Minerals Division

(505) 827-5744

RP/IB/cpm

xc: Reader File

Dwight A. Tipton

OCD- -Roy Johnson TRD
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GOVERNOR

BRUCE KING
O1L CONSERVATION COMMISSION CHAIRMAN
! LAND COMMISSIONER
STATE OF NEW MEXICO LEX J. ARMIJO
P. 0. BOX 2088 - SANTA FE MEMBER

87501 STATE GEOLOGIST

A.L.PORTER, JR.

April 10, 1973 SECRETARY — DIRECTOR

-
Mr. James T. Jennings Re: Case No. 4925, 4926
Jennings, Christy & Copple order No. R-4501 & R-4502

Attorneys at Law
Post Office Box 1180
Roswell, New Mexico 88201

Applicant:

Shenandoah 0il Corggration

Dear Sir:

Enclosed herewith are two copies of the above~referenced
Commission order recently entered in the subject case.

Ve truly yo .

A MA) / .
A, L. PORTER, Jr.
Secretary-Director

ALP/ir
Copy of order also sent to:
Hobbs OCC X

Artesia OCC x
Aztec ocC

OTHER R-4501 - Unit Division, State Land Office
R-4502 - State Engineer Office
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JENNINGS, CHRISTY & COPPLE SHgZs
JAMES T. JENNINGS 10i2 SECURITY NATIONAL BANK BUILDING TELEPHONE 622-8432
SIM B.CHRISTY IW¥ P.O.BOX 1180 . ARega CoDE 505
ROGER L.COPPLE ROSWELL,NEW MEXICO 8820

BRIAN W.COPPLE

March 8, 1973

U. S. Geological Survey
P. O. Drawer U
Artesia, New Mexico 88210

Attention: Mr., Leon Beekman

RE: LEASES LC 028775(a) AND (b), LC 067910, LC 069147
SECTIONS 27, 34 AND 35, T-17-S, R-29-E

Enclosed herewith you will find an Application for Approval of
Shenandoah'0il Corporation®s Robinson Jackson Waterflood Project
in Eddy County, New Mexico, under the provisions of which
Shenandoah requests authority to convert sixteen wells to injec-
tion wells. 1In this same connection, we would call your attention
to the fact that Shenandoah is also requesting the approval of

the Robinson Jackson Unit Agreement and that as soon as the Unit
Agreement has been approved, it will be filed with the Roswell
Office of the U.S.G.S. for approval.

Please consider this letter as Shenandoah®s request for your
approval of the conversion of the wells to water injection wells
as outlined in the Application to the 0il Conservation Commission.

If and when you approve, please send your letter of approval to
us with a copy to the 0il Conservation Commission in Santa Fe,
New Mexico.

If you have any questions or if you need any further information,
please advise us.

JAMES T. JENNINGS

JTT/mb

Encl.

cc: 0il Conservation Commission
Shenandoah 0il Corporation



LAW OFFICES OF

JENNINGS, CHRISTY & COPPLE

JAMES T.JENNINGS 012 SECURITY NATIONAL BANK BUILDING TELEPHONE 622-B432
SIM B.CHRISTY I P.O.BOX IIBO AREA CODE 505
ROGER L.COPPLE ROSWELL, NEW MEXICO 88201

BRIAN W. COPPLE e T T

ROBERT G. ARMSTRONG - T t o

May 4, 1973

0il Conservation Commission
P. 0. Box 2088
Santa Fe, New Mexico 87501

RE: CASE NO, 4925, ORDER R-4501, SHENANDOAH OIIL. CORPORATION
ROBINSON-JACKSON UNIT AGREEMENT

In accordance with paragraph 3 of the above Order, you will
find enclosed herewith an executed counterpart of the Unit
Agreement of the Robinson-Jackson Unit, to which there is at-
tached a Certification-Determination dated April 27, 1973, re-
flecting the approval of the Agreement by the Director of the
United States Geological Survey. An executed counterpart of
the Agreement was recorded in Eddy County on April 30, 1973, in
Book 99, page 358 of the Miscellaneous Records, and the Unit
Agreement is effective as of May 1, 1973.

You will note that Shenandoah is the sole working interest
operator and we have heretofore furnished you with information
concerning the ratification of the royalty owners. Accordingly,
we assume that there is nothing further to be done in connection
with your Order. If we are not correct in this assumption,
please so advise us.

AT
&

Encl.

cc: U, S. Geological Survey, Attn: Gene Daniel
Shenandoah 0il Corporation
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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, 30 U.S.C. Secs. 181, et seq., and delegated
to the 011 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-Jdackson Unit, Eddy County, New Mexico.

B. Ceértify and determine that the.unit plan of development
and operaﬁion 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 said agreement are hereby estabiished, altered,
changed or revoked to conform with the terms and conditions of this

agrecement.

i April 27, 1973
Dated

tr¢é§2222257
Acting AreaO1l and Gas

UNITED STATES GEOL

Contract Number: 14-08-0001-12398
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UNIT AGREEMENT
‘FOR THE DEVELOPIENT AND OPERATION OF THE
ROBINSON-JACKSON UNIT
EDDY COUNTY, NEW MEXICO

THIS AGREEMENT, entered into as of the lst 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,'
boyalty or other o0il or gas interests in 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 their representatives to unite with each dther
or jointly or separately with others in collectively adopting and
operating a unit plan of development or operation of any oll or gas
pool, fleld or like area, or any part thereof for the purpose of more
properly conserving the natural resources thereof whenever determined
and certified by the Secretary of the Interior to be necessary or
advisable in the public interest; and ‘

WHEREAS, the 011 Conservation Comﬁission 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 hold sufficient interests in the
Robinson-Jackson Unit Area covering the land hereinafter described |

to give rcasonably effective control of operations therein; and

-1~
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WHEREAS, 1t is the purpose of the parties'hereto, £o enable
institution and consummatlon of éecondary 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 hereinafter defined Unit Area,

and agree 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 II

DEFINITIONS

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

slon of the State of New Mexico.

-t | p— BT ERE



(b) "Director" is defined as the Director of the United
States Geological Survey.

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

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

(e) "Supervisor" is defined as the 0il and Gas Supervisor h
of the Unitéd States Geological Survey for the region in whiéh the
Unit Area is'situated, .

(£) "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 occur ip Sinclair 0il &

. Gas Company's Robinson "B" Well No. 32 (located 1980 feet from the
south iine and 1830 feet from the:west line of Section 27, Township
17 South, Range 29 East, Eddy County, New Mexico) at an indicated
'dépth 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
feet above sea level. . | .
(g) "Unitized.Substances" means ail‘oii, gas, gaseous sub-
stances,'sﬁlphur contained in gas, condensate, distillate’and all

associated and constituent liquid or liguefiable hydrocarbons 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 allocating Unitized
Substances to a Tract under this agreement,

(J) "Unit 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;
cident of ownership of mineral fee simple title, under an oil and gas
lease or otherwise held. Any interest in Unitized Substances which
is é Vorking 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) TM"wWorking Interest 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 is chargeable with and obligated to pay or bear,
either in ¢ash or out of production, or otherwiée, all or a portion
of the cost of drilling, developing and producing the Unitlized Sub-
stances from the Unitized Formation and opération thereof hereunder.

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

of the Unitizcd Substances or the proceeds thereof and includes the

4
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Royalty Ingerest reserved by the lessor by an oll and gas lease and
any overriding royalty interest, oil paymeﬁt 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" is defined as and shall mean the owner

of a Royalty Interest.

(o) M"Unit Operating Agrecement" 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 Interést Owners as provided in Article IX infra., and shall
be styled "Unit Operating Agreement, Robinson-Jackson Unit, Eddy
County, New Mexico."

(p) "Unit Manager" is defined as the person or corporation
appointed by the Unit Working Interest Owners, upon resignation or
- removal of the Unilt 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 “AY and "BY.

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

-5-
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designated by WOrking,Ihterest Owneré under the Unit Operating
Agréement to develop and operate the UnitiZed Formation, acting
as operator and not as a Vorking 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. f o

ARTICLE TIITI

UNIT AREA AND EXHIBITS

3.1 The following described land is hereby designated as
constitﬁting the Unit Area, all of said land being situafed in Eddy

County, New liexico, to-wit:

Townsnio 17 South, Range 2% East, N.M.P. M.
Section 27 -~ NE, EINWY, SEL, Eisul

-LJ'_‘-

Section 34 - NE}, NEINWY, XELSEL

Section 35 - N3, NiSEL, WELSWL
- containing 1160.00 acres, more or léss.

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 Unif Overator. Exhibit "B"
attached hereto is a schedule showing, to the.extent known to
the Unit Operactor, the»acreage comprising each Tract, percentaze

ownership of each VWorking Interest Owner in each Tract and the

bercentage of participvation each Tract has in the Unit Area.



However, nothing herein or in said schedule or map shall be
construed as a representation by any party hereto as to the
ownership of any interest other than such 1nt¢rest 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 requlred 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 availlable,
If i1t subsequently appears that any Tract, because of diverse
royalty or working interest ownership pfior to the effective
date hereof, should be dlvided 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 exhibits to conform to the
faéts. The revision shall not include any re-evaluation of en-
gineering or geological interpretations used in determining
Tract Participation. Any such revision of an ezhibit shall be
effective at 7:00 A.M. on the effective date of this agreement.



’ ’ " ARTICLE IV

EXPANSTCN OF UNIT AREA

L.1 ‘The above described Unit.Area may, when practicable, be
expanded to includé therein gny 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:

(2) 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 pro--
posed expansion-to cach Working Interest Owner in the Unit and in
the tract proposed to be included in the Unit, setting out the basis

for admlissicn, the Unit Participation to be assigned to each tract

in the enlarged Unit and other pertinent data. After negotiation
(at Working Interest Owners! meeting or otherwise) if VWorking Inter;ii
ést dwners_having in the aggrégate seventy-five péfcent (75%) Unit
Participaticn have agreed to such tract or tracts being bréuéht into
the Unit, then Unit Operaior shall, after préliminary conecurrence

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

8-




effective date thereof; and
| (2) Deliver copies of sald notice to the Commis-
sion, the Supervisor, each VWorking Interest Owner and to the lessee
and lessor whose interests are'affccted, advising such parties that
thirty (30) days will be allowed for submissibn to the Unit Operator
of any objection to such proposed expansion; and

(3) File, upon the expiration of said thirty (30)
day period as set out in (2) immediately above, wi£h the Commission
and Superviso; the following: .(a) Evidence of mailing or deliver-
ing copies of’ said notice of expansion; (b) An application for such
expansion; (c) An iﬁstrument 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
expansion and qualification under Article XIV; however, this limi-
tation shall not prevent an adjustment of investment by reason of
the enlargement.

4.2 The exvansion shall, afier due consideration of all
pertinent information and approval by the Commission and the Supervi-
sor, become effective as of the daté orescribed ;n the notiqe there-
' of, preferably the first day of a month subsequent to the date of
notice. '

~9-
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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 referrea 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 liquid 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 0il, gas and other minerals
contained in or that may be produced from any formation other than
the 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

- ™ Yipneon



Substances, ahd the term "Working Interest Owner" when used herein
shall include or refer to the Unit Operator as the owner of a Work-
‘ing Interest when such an interest is owned by'it.

ARTICLE VII

" RESIGNATION OR REIMOVAL OF UNIT OPERATOR :

7.1 "If the Unit Operator is not the sole Working}Interest
Owner, Unit Operator §ha11 have the right to resign at any time,
, butvsuchlresignation 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 written notice of intention to resign has been given by Unit

Operavor to all Working Interest Owners, the'Commission-and the Sup-

ervisor, and until all Unit wells are placed in a condition satis-

factory to the Supervisor for suspension, abandonment or operations,

whichever is infended by the Unit Manager, unless a new Unit Opera-

tor shall have taken o&er 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 liabllity for any default by it hereunder occur-
ring prior to the effective date of its resignation.

7.3 The Unit Operator shall be'subject to removal by Work-
ing Interest Owners having in.the agzregate sixty-five percent (553
Unit participation. ASuch 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 Opnerator is selected and approved

~11-
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.as hereinafter providzd, the Working Interest Owners shall be jointly
responsible for the performance of the duties of th¢ Unit Operator
and shall, not later than thirty (30) days before such resignationvor
removal becomes efféctive, appoint a Unit Manager to represent them
in any action to be taken hereunder.

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 Vorking Interest or other interest in Unitized Substances,
but upon the resignation or removal of Unit Operator becoming effec-
tive, such Unit Operator shall deliver possession of all equipment,
books 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 conducting Unit operations hereunder.
Nothing herein shall bLie construed as authorizing the removal of any
material, equipment or aﬁpurtenances rreeded for the preservation of
any wells. Nothing herein contained shall be cﬁnstrued 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 VITII

SUCCESSOR UNIT OPERATOR

8.1 VWhenever the Unit Operator shall tender 1its resignation
as Unit Operator or shall be removed as hereinabove provided, the

~-12-
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Working Interest Owners shall select a successor Unit Operator as
ﬁerein provided. Such selectlon shall not become effective until
(a2) a Unit Operator so selected shall accept in writing the duties
and responsibilities of Unit Operator, and (b) the selection shall
have been approved by the Supervisor. If no éuccessor Unit Opera-
tor is selected 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

0.1 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; apportioned among
and borne by the Working Interest Owners in accordance with the
Unit Operating Agreement. Such Unit Operating Agreement shall also
provide the manner in which the Working Inferest Owners shall be en-
titled to receive thelr respective proportionate and allocated share
of the benefits accruing hereto in conformity with their underlying
operating agrecments, leases or other independent contracts and
such other rightis and obligations as between Unit Operator and the
Working Interest Owners as may be agreed upon by the Unit Operator
and the Working Interest Owners; however, no such Unit Operating
Agreemeﬁt shall be deemecd either to modify any of the terms and

-13-
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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 Agreement shall prevail. Copies of

any Unit Operating Agreement executed pursuant to this Article shall

be filed with the Sugervisor as recuired nrior tc approval of this
agreecnent. |

ARTICLE

X
. RIGHTS AND OBLIGATIONS OR UMIT OPERATOR

.

y provided herein the

iy

[¢]

i
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10.1 Except as otherwise sneci

b
0]
1

I~

exclusive right, privilege and duty of exerc

&

sing any and all rights
of the parties hereto which are necessary or convenient for pros-
pecting for progucing, storlné, allocating and distributing the
Unitized Substances are hereby delezgated ©o and shall be exerc ed
by the Unit Operator as QGrein prcvided. Upon reguest by Unit Op-
erator, acceptable evideﬁce of title to said righté shall be deposit—
ed with said Unit Operator, and tcgether witﬁ this agreement, shall
constitute and define the rights, privileges and obligations of Unit
Operator. Nothing herein, however, shﬁll be construed to ﬁransfer
title tb any land or tb any lease-or oOperating agreement, it being
understood that under this agreement, the.”r“h Operator, in its capa-’
city as Unit Operator, shall exercise the rights of possession and
use vested in the parties hereto cnly for the purposes herein spé—

cificed.
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ARTICLE XI

" PLAN OF OPERATIONS

11.1 It ié recognized and agreed bj the parties hereto that
all of the'land subject to. this agreemenﬁ is feasonably proved to be
préductive of Unitized Substances in paying quantities and that the
object ana purpose of_this agreement is to formulate and to éut into
effect a secondary recovery project in order to'effect 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 tnhat the Unit:Operator may,
‘subject to the consent and approval of a plan of operation by-the
Vorking Inéerest Owners, the Supervisbf and fhe Commiss;on, inject
intc the Unitized Formation through any well.or wells completed there—-
in, brine, water, air, gas, oil, 1iqﬁid petroleum gases and any one
.or'more other suﬁstances'or combinations of subétances 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 gedlogic and petroleum
engineering practices and conservation methods. Tﬁe Working Interest
Owners, the Supervisor and the Commission shall be furnisﬂed periodi-
cal reports on the progréss 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 subject to the consent and approval of the York-
- ing Interest Owncrs, the-Supervisor 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 epproval. Said initial plan of operation
and all revisions thercof shall be as complete and adcquate as the

-15-
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-Supervisor and the commission may'determiné'to be necessary for
timely operaticn consistent herewith. Reasonable diligence shall
be exercised in complying with the_pbligations of the approved plan
of operation.' |

11.3 The parties hereto sgbject to prior rights, if any,
gréﬁt 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 Fformation insofar as these rights are granted by the éil
and gas leases. | |

. ARTICLE XII

=3
t=J

EASEMENTS OR USE OF SURFAC!

512.1 The parties hereto,'fo the extent of their rights and
interest, hereby grant to Vorking Interest Own TS the right to ﬁse
as much of the surface of thne land‘within the Unit Area as may rea-
sonably be necessary for Unit operations, including the free use of
water from the Unit Area for Unit operations, exXcept water ffom any
well, lake, pond or irrigation ditch of Royaity Owners, provided
that, nothing herein snall be conétrued as leasing or otherwiise con-
veying to Viorking Interest Ownefs a site for a water, gas injection,
processing or other plant{ or camp site.

ARTICLE XITII

TRACT PARTICIPATION

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

osite each tract are figures whicn revrzsent the percentage of
O - N <

-16-
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participation allocated to cach Tract in the Unit Area.

13:2 Beginning at 7:60 A.M. on thé 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 operatlons as agreed upon by the
Working Interest Owners.

B equals the summation of the estimated quantity
of oll recoverable from the Unitized Formation under-
lying all such Tracts by primary recovery operations
as agreed upon by the VWorking 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 commltted Tracts rather than all Tracts
in the Unit Area and Exhibit "C" shall be precpared by the Unit Op-
erator, see Sec. 14.2 hereof, to show the percentage of participation

of each Tract.
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ARTICLE XIV

TRACTS QUALIFIED FOR UNIT PARTICIPATION

14.1 As the obJjective of this agreement 1s to have lands
in the Unit Area operated and entitled to participation under the
terms hereof, it 1s agreed that, notwithstanding anything else here-
in, no joinder shall be considered a commitment to this agreement
unless the Tract involved is qualified under this Article. On and
after the effective date hereof, the Tracts within the Unit Area
which shall be entitled to participation (as provided in Article
XIII 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 Vorking Interest therein have
become parties hereto and as to which Royalty Ovwners owning less
than seventy-five percent (75%) of the Royalty Interest therein
have become parties hereto and, further, as to which:

(1) a1 Working Interest Owners in any such Tract
have Jjoined in a request for the qualifications of such Tract, and

-1.8-
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(2) Eighty-five percént (857) of the combined voting
interests.of Viorking Intereét Cvmers 1in 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
Owner's "voting interest" shall be equal to the ratio (expressed in
pergent) wnich its aggregate Unit Participation in all Tracts quali;
fying under parazgraph (a) bears to the total Unit Participaéion of
all VWorking Interest Owners in all Tracts qualifying under paragraph
(a). ' |

(c) Each Tract.as to wnicin Working Interest Owners owning
less than one hundred percent (1007) of the Workinz Interest there-
in heve become pearvies hereto, régér@less of the percentage of Roy-
alty Interest therein which is committed hereto and, further, as to
which: "

(1) The WOrking Interest Owner o par t'ng.any such

Tract and all of the other UWorking Interest Cimers in such Tract

who have become parties hereto have joined in a request for qualifi-

cation of such Tract and at least 859 o

e}
w
[
@]
)

partiss have execuced
and delivered an indemnity agreement incemnifyinz and agreeing t©o
hold harmless the other Working Interest Owners in the Unit, their
Buccessors and assigns, against all claims and de, nds which arise
out of the qualification of such Tract, which may be made by the own-
ers of Uor<1nr IDECPGSu in such Tract who arz not parties herecto;-
aﬂd
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(2) Eighty-five percent (85%) of the combined.voting
interest bf Working Interest Owners in all Tracts meeting the .re-
quirements 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 interésﬁ 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
paragrevhs (a) and (b). Upon qualifica%ion of such a Tract, the
Unit Participation whidh would have been attributed to the nonsub-
scribing:owners of the VWorking Interesti in suchiTract, had the
become parties to this agreement and‘the Unit Operating Agreement,
shall be attributed to the ‘Jorking Interest Owners in such Tract
‘who have become parties to such agreements, in proportion to their
resoective Vlorking 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 agreenment by qualifying as above provicded, then
such Tract or Tracts shall not be entitied to-participate'hereunder;

Unit Operator snall, when submitiing this agreement for final ap-

proval by the Commission and the Supervisor, file therewith, or
as Soon as practicable, a schedule of those Tracts which have been
committed and made subject to this agrecment and are entitled to

particivate in the production of Unitized Substances. Said schedule

-20-



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 Supervisor,

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

date of a new schedule approved by the Supervisor.

ARTICLE XV

ALLOCATION OF UNITIZED SUBSTANCES

15.1 All Unitized Substances produced and saved (1ess,
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) shall 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 perilods such
Unitized Substances were produced, as set forth in the schedule
of participation. The amount of Unitized Substances so allo-

cated to cach Tract (regardless of whether it be more or less

-21-~
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than the amount of the actual production of Unitized Substances frem
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 from 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 prcduction from such Tracts, or in the proceed
thereof, had tﬂiS«agreement not been entered intec; and with the same
".legal force and efifect. |

. 15.3 No Tract committed to_thié agreement and gqualified
for participation as above provided Shali be subsequently excluded
from participation hereunder on account of depletion of Unitized
Substances, and nothing herein containzd sﬁall be construed as re-
quiring any retroactive adjustment for produétion 5btained prior to
the effective date of the joinder of any Tract.

£ and the Royalty Interest in

H

nl.

D

r

a
&)

15.4 If the Working

atce

o}

3

any Tract are divided with respect to sepa arcels or porticns

o]

3

~of such Tract and owned severally by different persons, the percen-
tage pafticipation assigned to such Tract shall, in the absence of
a recordable instrument executed by all owners and furnished to
Unit Opcrator fixing the divisions of cwnership, be divided amoenzg
such parcels or portions in proportion to the number of surrface
acres in each.
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15.5 The Unitized Substancés allocated to each Tract shall
be delivered in kind to the respective Vorking Interest Owners and
parties entitled thereto by virtue of the ownership of 011 and Gas
Rights thereiln or by purchase from such owners. Fach 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 Area 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 facilities for that purpose -on Unitized Land,
proQided the same 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 Unitized
Substances and fails to do so, the Working Interest Owner whose
Vorking 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 being 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 preveiling market price in the area for like production. ’
The proceeds of the Unitized Substances so disposed of by Unit

-23-
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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 Ovner sixty (60) days notice of such intended sale.

15.8 Any VWorking Interest Owner receiving 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 same

is sold or purchased by Unit 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 other 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-Joindér 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

-l
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Owners and the Supervisor to show the revised Tract Participation
of all the committed Tracts; and the revised Exhibit "C", 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 is approved as hereinabove pro-
vided. |

15.10 VWorking Interest Owners may use as much of the Uni-
tized Substances as may reasonably be deemed necessary for the opQ
eration and development of the Unltized Lands inclﬁding but not
limited to the inJection of Unitized Substances into the Unitized
Formation, provided such usage 1s 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 entitled 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 Operator shall make deliveriles of such Royalty share taken in
kind in confofmity wlth the applicablevcdntracts, laws and regula-
tions. Settlement for Royalty Interest not taken in kind shall be
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made by Worlking Interest Owners responsible therefor under existing
contra cp;, laws and regulations on or before the last day of each
.honth for Unitized Substances produced during the preceding calen-
dar month; provided, however, that nothing herein contained shall
operate to rellovc the lessees of any land from their respéctive
lease obligations for the payment of any Royalty due under their
leases, except that such Royalty shall be computed 5n Unitized Sub-
stances as allocated to each Tract in accbrdance‘with the terms of
this Unit Agreement. With respect to those Federal leases commit-
ted herecto bn which the royalty rate depends upon the daily average

O™

production per well, such average production shall be determinad

L.

in accordance with the operating regulations as though the commit-

oS-

ted Tracts were included in a sinzle consolicdated lease.

'3
W

]

16.2 If the amount of production or the proceeds therso

-

Royalty Owner (except the United States of America)

(&

accruing to any

in a Tract depends upon tche average production per well or the aver-

=

age pipeline runs -per well from sucn Tract during any period o
time, then such production snall be determinsd from and after tne
effective date hereof by -dividing the quantity of Unitized Sub-

stances allocated hereunder to such Tract during sucn period cof time

(@)

by the number of wells located thercon capable of producing as of
the effective date hereof, provided, nowever, any Tract without a
producible well on sald effecvive date shall, for the purposss here-

in contained, be considercd as having one suzh \er thereon.

-25-
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16.3 If gas obtained from lands not subject to this agrcement
1s introduced into the UnitizedvFormatidn, 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), 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 products extracted therefrom;
provided such withdrawal shall be pursuant to such conditions and
formulas as may be prescribed or approved by the Supervisor; and
provided further that such right of withdrawal shéli terminate as of
the effective date of termination of the Unit Agreecment.

. 16.4 Royalty due the United States shall be computed és pro-
vided in the operating reguiations and paid- in vglue or delivered in
kind as to all Unitized Substances on-the basis of the amounts thereof'
allocated to unitized Federal land as provicded herein at the rate spe-
cified in the respective Federal leases or at such'lowér race or rateé
‘as may be authorized by law or regulation; provided that for leases on
which the royalty rate depends on the daily average production per
well, such averaze producticn shall be determined in accordance with
the operating regulations as though the unitized lénds were one lease.

16.5 Each Royélty Owner (other than the United Stétes) that
executes this agreement represents-and warrants that it is the owner
of a Royaity Interest in a Tract or Tracts within the Unit Area as its
inéerest appears 1in Exhibit "B" attached hereto. If any Royalﬁy Iﬁtor—
est in a Tract or Tracts should be los{ by title failure or otherwise
in whole or in part, during the term of tThis azgreement, then the
Royalty Interest of the wvarty rcpreseﬁting himseclf to be
the owner thereof, shall Dbe reduced oroportionately

.:27...
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and the interest of a2ll parties shall be agjusted accordingly.

ARTICLE XVIIX

RENTAL SETTLEMENT

17.1 ‘Rentals or aliniinum Royalties due on leases committed
hereto shall be paid by Working .Interest Owners responsible there-
for under exlsting contracts, laws and regulations provided that
nothing hérein.contained shall operate to relieve the lessees of
any land from their respsctive lease obligations for the paymeﬁt}of
any rental or minimum Royalty in lieu thereof, due under their leas-
es. Rental- or minimum Royalty for lands of thé United States of
America subject to -this agreement shzll be paid at the rate épeci~
fied in the respective lezses from the United States of America,

unless rental or minimun Royalty is waived, suspended or reduced

by law or by approval of the Secretary or his duly authorized repre-

éentative.

ARTICLE XVIII

CONSERVATION

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

ARTICLE XIX

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

ARTICLE XX

LEASES AND COHTRACTS CONFORMED AND EXTENDED

20.1 The terms, conditions and provisions of all leases,
sub-leases and cother contracts relating to exploration, drilling,
development or operation for oll or gas on lands committed to this
agreement 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 forcec and effect, and the parties here-
to hereby consent that the Secretary shall, and by his approval here-
of', or by the approval hereof by his duly autheorized 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 Without 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 herecof shall be deemed full per-
formance of all obligations for develonment and operation with
regpect to each and every part or separately 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 parfies hereto, or their respective
prcdecessors in interest, or any of them.

(b) Drilling, producing or secondary recovery opera-
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tions performed hercunder upon any Tract of Unitized Lands shall be
accepted and deemed to be performed upon and for the benefit of cach
and every Tract of Unitized Land, and no lease shall be deemed to ex-
pire by reason of failure (o drill or produce wells situated on land
therein embraced.

(¢) Suspensica of drilling or producing operations on
.all Unitized Lands pursuent to direction or consent of the Secretary
‘or his duly authorized representative, shall be deemed to constitute
such suspension pursuant to such direction or consent as to each and
every Tract of Unitized Lands.

(d) Each lease, sublease or contract relating to the
exploration, drilling, deveiopment or operation for oil and gas which
by its terms might expire prior to the terminaticn of this agreement,
is hercby extended veyond any such Lerm so provided therein, so that
it shall be continuesd in ull force and effect for and during the
term cf this agreement.

(e) The segregation ol any Federal lease committed to
this agreement i1s governed by the following provision in the fourth
paragraph of Article 17 (J) of the Mineral Leasing Act, as amended by
the Act of September 2, 1960 (T4 Stat. 781-784): "Any (Federal) lease
heretofore or hereafter committed to any such (Unit) plan embracing
lands that are in part within and in part outside of the area covered
by any such plen shall be secgregated into separate leascs as to the
lands committed and the lands not committed as of the effective date
of unitization; provided, however, that any such lease as to the non-
unitized portion shall continue in force and effect for the term
thereof but for nct less than two years from the date of such segre-
gation and so long thereafter as oll or gas 1s 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 cffect thefeaftef.

ARTICLE XXI

COVENANTS RUN WITH LAUD .

21.1 All terms and conditicins herein contained shall be
construed to be covenants running with the land with respect to the

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

any passage of any interest in land or leases subject hereto, no mat-
ter how accomplished, shall be and herchy 1s conditioned upon the as-
sumption of all privilegss and obligations by such successor in inter-
est. By way of illustration, but rot limitation, if any Working Inter-
est Owner shall, after executing thils agreerment, create any overriding
royalty, production payment or any similar interest out of i1ts inter-
est, the new ovmer, or ownars, ol =such interest or interests, shall

be bound by the terms of this agreement and the Unit Operating Agree-
ment. No assignment or transfer of any Working Interest subject here-
to shall be binding upon Unit Operstor until the first deay of the cal-
endar month after Unit Operator 1is furnished with the ofiginal, or
acceptable photostatic or certified copy, of the recorded instrument
of transfer; and no assignmment or ftransfer of a Royalty Interest
subject hereto shall te binding upon the Working Interest Owner res-
ponsible therefor until the first day of the calendar month after

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

of transfer.

ARTICLE XXII

- EFFECTTIVE DATE AND TERM

22.1 This agrcement shall become binding upon each party
who executes.of ratifies it as of the date of execution or ratifi-
cation by such party and shall become effective as of 7:00 a.m. Bf
the first day of the calendar month next following:
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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
Interest 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 thils 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 COF PROSPECTING, DEVELOPMENT AKD 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 Direcctor is hereby vested wilth authority to alter or modify from

..33...
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time to time, in his-discretion, the rate of prospecting and .develop-
ﬁent and within the limits maﬁe or fired by the Commission to alter
or.modify the quantity and rate of productibn under this agreement,
such authority being hereby limited tTo alteration or modification
in the public interest, the purpose thereof and the public 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 lands subject to this
.agreement as to the quantity and réte of production in the.absence
of specific whitten approval thereof by the Commission.

| 23:2 Powers in this Article vested in the Director shall
-only be exercised 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-DISCRIIIINATION

24.1 In connection with fhe performance of work under this
agreemené, the Unit Overator agrees {o comply with all of the provi-
sions of Section 202 (1) to (7), inclusive, of Executive Order 11245,
(30 F.R. 12319), which ére hereby incorporated by reference in this
agreement.

ARTICLE XXV

APPEARANCES

25.1 Unit Operator, after notice to other parties affect-
ed, shall have the right to appear for or on behall of any and all
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interests affected hereby.befpre the Department and the Commission,
and to appeal from any ordér issued under the rules and regulations

" of the Department or the Commission, or to apply for relief from any
of said rules and regulations or-in any proceedings relative to op-
erations before the Department or the Commission, or any other legal-
ly constituted authority; provided, hbwever, that any other interest—‘
ed party shall also have thé right at his or.its own expense to be
heafd'in any such proceeding.

ARTICLE XXVI

NOTICES
26;1 All notices,'dehands, objections 6r Statements re-

quired hereunder to be given or rendered to the parties heretc shall
be deemed'fully given il 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 commection with the signatures heretce or to thé ratification or
consent hereof or to such cther address as any such party or parties
mdy have furnisﬁed in writing to the party sending the notice, de-
mand or stacement.

ARTICLE XXVII

NO WAIVER Or C=ZRTAIN RICGHTS

27.1 Nothing in this agreement contained shall be constru-
ed as a waiver by any pvartiy hereto of the right to assert any legal
or constvitutional right or defense as to the validifty or invalidity
of any law of the State wnerein said Unitized Lands are located, or

_35_
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of the United States or the rules or regulations issued thereunder
in any way affecting such party, or as a waiver by any such party
of any right beyond his or its authority to waive.

ARTICLE XXVIII

PERSONAL PROPERTY EXCEPTED - )

28.i If thé Unit Operator is not the sole Working Interest
Owner, then it is agreed that each of the UVorking Interest Oviners
hereto haé heretofore individually placed in or on the wells drill-
-ed by such Vorking Interest Owner on its leases or interests and
in or on the iand covered by sald leases or interests certain casing,
casing fi;hges, tubing, rods, pipes, tanks as well as other lease
and well équipment or other personal propertf (to all of which the
provisions hereol are applicable wvhether similar or dissimilar in
nature to the fofegoing enumeration). As to éll of such eguipment,
the installing Yorking Interest Owner has the contractual rignt in
and under its respective leases to remove same from the premises,
and the installation thereof by said Vorking Interest Owner was vwith
fhe intention and understanding that all of such ecquipment would be
and remain personal property and that no part thereof would be or
become fixtures to the realty. The %Working Intefest Owners hereto

e

chr

have dealt separately among themselves and do hereby make a separa

agreement with each other with respect to such lease and well equil

'3

nent and all other such personal prcperty located in or on the well:
or their respective leascs, on the one hand, and the realty, lease-
hold estates, and the wells (exclusive of all equipment in or on

-3
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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 confcrm their respective investmeﬁts in such equipment,
Working Interest Owners have made a separate agreement with each
other with respect thereto.

CARTICLE XXTIX

UNAVOIDAELYE DEILA

H

29.1 All obligations under this agreement requirihg the
Unit Operator to commence or continue secondary recovery operations
or to operate on or produce Unitized Substazces frbm ény.of the
lands coverad by thiﬁ agreement shall be suspended while, but only
so long as the Unit Ocerator, despite the exzrcise of due care and
diligence, is.prevented Tfrom complying with such obligations, in
whole or in part, by strikes, acts of God, Federal, State or muni-
cival law or agency, unavoidable accident, uncontrollable delays
in transportation, inability to obtain necessary materials in open
mariket, or other matters beyond the reasonable control of the Unit
Operator wnether similar to matters herein enumerated or not.

ARTICLE XX |

30.1 If any Tract of Unitized Lanc ceases to have sufficien

-37-
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Working Intcrest‘or Royalty Interest cocmmitted to thils agreement to
'meét the conditions of Article XIV because of failure Qf 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, that no
such Tract shall bé so'regérded if same can be requalified under said
Article XIV within ninety (90) days after the date on which such titlé
féilure was finally determined. If any such Tract-cannot be so re-
gualified, 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.: Thereafier, 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 wnich
such failure of title is finally determined. If title to a WGrking

.

Interest fails, the rights and obligations of WOrking Interest Ouwn-
ers by reason of such failure shall be govérneé by the Unit Operac-
ing Azreement 17 appropriate. If title to a Royalty Interest fails,
but the Tract to which 1t relates remains committeq to this agreement,
the Royalty Owner wnose title failed shéll not be entitled to parti-
cipate hereunder insolfar as its participation is based on such lost
Royalty Interest. In the event of a dispute as to the éitle of any
Vorking or Royalty Interest or other interest subject hercto, payment
or deliverj on éccount thersof may be withheld without liability or
interest until the dispute is finally settled; provided, ?hat as ﬁo
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Federal land or leases, no payments of

America shall be withheld, but such funds

fundés duc the United States of

snall be deposited as direci-

ed by the Supervisor to be held as uncarned meney pending final set-

tlement of the title dispute, and then a

in accordance with such final settle

30.2 Unit Overator, as such, is

bility for any defect or failure ol any
ARTICLE XXX

arplied as carned or returned

relieved from any resdonsi-

title hereunder.

BORDER

AGRTELENTS
31.1 Subject to the.approval cf the Supefvisor, the Unit
AOperator ubén the concurrence of Workiné Interest Ouiners owning at
least sixty-five percent (65%) of Unit Participation may enter into

a border-protection agreement or agreements with the Vorking Inter-
est Owners orf lanés adjacent to the committed Tracts with resgect
to the operations in the border arca [or the maximum ultimate re-
covery, conservaiion purposes and prover protection of the varties
and interescts, .

ARTICLYE  XXXIT

JOL“D¢h TW DUAL CLPACITY
32.1 Executlon as herein provided ny any parity eithcer as

a Vorkinzg Intoresi Ouner or as a Royzliy O:mer shall commit 21l in-
terescs that may ve oimed or contrcelilaed by such party.

ARTTCLY XXIXT g

ANT

NOI-JOINDER LMD S

r\rx \f\-y T

33.1 Joinger by any Royallty and

~39“

ont JOTHDER
Rzceord Ciner, at any time,




must be accompanied by appropriate joinder of the corresponding Work-
.ing Interest Owncr in order for the interest of such Royalty and Re-
cord Owner to be regarded as committed. Joinder to the Unit Agree-
ment by a Working Interest Owner, at any time? must be accompanied
by appropriate joinder to the Unit Operating Agreement, il appro-
priate, in order for such interest to be regarded as committed to
this Unit Agreement.

33.2 Any oil or gas interest in the Unitized Formation not
committed hereto prior to submission of this agreement for final
approval may thereafter be committed hereto upon compliance with
the applicable provisions of this Article and of Article X1V
(Tracts Qualified for Unit Participation) hereof, at any time up
to the effective date hereof on the same basis of participation
as provided in szid Article XIV, by the owner or owners thereof sub-
scribing, ratifying or consenting in writing to this égreement and,
if 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 in this Article shall be subjJect to such requirements or ap
provals and on such basls as may be agreed upon by Working Interest
Owners having not less than eighty percent (80%) Unit Participation,
and approved by the Supervisor. Such subscauent Joinder by a pro-~
posed VWorking Interest Owner must be evidenced by hils execution or rati-
fication of this agreement and the Unit Opcrating Agrcement, 1f appro-
priate. Such joinder by a proposed Royalty Ouwner must be evidenced by hic
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executicn, -ratification or consent of this agrcement and must be con-
sented to in writing by the Vorking Interest Owner responsible for the

payment of any benefits that may accrue hereunder in behalf of such

proposed Royzlty Owuncr. Except as may be otherwise herein provided,

subseguent joinder to this agrecment shall be effective at 7:00 a.m.
as of the first day of the month following the filing with the Super-

~ a
L

visor of duly executed counterparts of any and all documents neces-
- d

3

sary to establish effective commitment of any Tract or interest to
this agreensnt, unless objection to such joinder by the Supervisor is
duly made within sixty (60) days afier such Tiling.

-ARTICLE ALIV

TAKRO
34.1 Each party hercto sha__, for its own account, render and
pay its share of any ltaxes levied agsainst or measured by the amcunt

or value c¢f the Unitized Substances ced from the Unitized Land;

'O
o
o,
o

provided, h wever, tha if it is reguired or if it be determined

that thsz Unit Operator or the several YWorking Interest Owné?s musc
pay or advance said taxes Tor the account of tne pérties nereto, it
is hereby expressly agrecd that the perities so paying or éqv ancing
said taxeé shall be reimbursed therefor by the parties hereto, in-

» Owners, who may te rzsponsible for Lhe.La xes on their

cluding Royzlt

respective allocated share of said Unitized Substances. No such




. ARTICLE XXX

CONFLICT 0OF SUPERVISION

35.1 Neither the Unit Ooe““Lor nor the Working Interest Own-
ers, nor any oif then, shall be subject to any forfeiture, termination
or expiration of any rights hereunder or under any leases or contracts
subject hereto, or to any venalty or liability on account of delay
or fa]lu e in whole or in part to ccmply with any applicable provi-
sions thereof, to the extent that the said Unit Operator or the Vork-
ing Interest Owners, or any of them, are hindered, delayed or prevent-
ed from com,lying therewith by reason of failure of the Unit Operator
to. obtain, in the exerciée éf due diligence, the concurrence of proper
reoresentatives of the United States in and about any matiters or

B3

things concerning which 1t is required herein that such concurrence

(D

be obtzained. The parties hereto, including the Commission, agree
that 21l powers and authority -vested in the Commission in and by

any provisions of this agreement are vested in the Commission and
shall be exercised by 1t pursuant to the provisions of the laws of
the Steatz of New lexico and subject in any case to‘appeal or Jjucdicial
review as may nov or hercafter be vrovided by the laws of %he State
of New licxico.

ARTICLE  XXXVI

NO PARMHERSIIP

»

36.1 ‘ihe duties, obligations and liabilities of the parties

hereto arec intended to be scveral and nct Joint or collective., This
agrecnznt is not intended to crecate, and snall not be construed to

~he-




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, Iach party herato shall be individually responsible for its
ovn obligations as herein provided.

ARTICLE XXXVII

PRODUCTICON 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 merchantable oil above the pipeline connection in such
tanks 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 said oil from
Unitized Land. Any such o0il rot so removed 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
.leasc 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 I, as of the effective 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 shall be regarded as a part ol the

13-
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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 XXXVIII

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 writiné
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
Zsst Secretary BYy AZZZ;EZ::

DATED: S coiy 2 g3 Vice President

SOLE WORKING INTEREST OWNER

APPROVED

—ARPEST: ATLANTIC RICHFIELD COMPANY

FORM [SUBSTANCE

~Seeretary- - By}'\i‘w

4

LESSEE OF RECORD
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. THE STATE OF TEXAS

COUNTY COF TARRANT

The foregoing instrument was acknowledged before me this

: , y d e :
L’?/’(:A Clay Of -t\}‘;. éit ey ';r;,. 3 19 7-3 3 by ’\Dj' /L) ”59/’ Z‘—"’:"‘ )

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

(/75,/17,/7'1./“/ /// Q:Dips C:,, e
Notary Public

My commission expires:

June 1, 1973

THE STATE OF L e

COUNTY OF i sl

The foregoing instrument was acknowledged before me this

;/C;/L day of //( A o e , 19 7 ',77 , by «% :f%i %’é§i7l’/{_.‘(:/i/ ’

szZZ@%sz/Qggéﬁc,Z’ for Atlantic Richfield Company, a

Pennsylvania corporation.

Z fset
//4 R R N e w I T
£ -7,

Notary Public
My commission expires:

///( cic s JSIT73
v

- 45 -

- " NN ]

s g e Ao



APPROVED this day of , 19 by

NEW MEXICO OIL CONSERVATION COMMISSION

By




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

BASIC ROYALTY

OVERRIDING ROYALTY

TRACT DESCRIPTION NO.OF SERIAL NO. & WNER & WNER & WCRKING INTEREST
NO. OF LAND ACRES EXPIRATION DATE PERCENTAGE LESSEE OF RECORD PERCENTAGE QUNER & PERCENTACE
1 T-175, R-29% 280.00 LC 028775(a) USA - All Atlantic Richfield Univ.of New Mex,, .18125% Shenandoah 0Oil Ceorperatic:
Sec.27: SE/4 Aug. 31, 1979 12%7 Company Albuquerque Natl. Bank 1007%

Sec.34: NW/4 NE/4,
S/2 NE/&4.

Page 1 of 3

'

.231477.

Selma E.Andrews Agency #1335
. 268527,

Bovs Club of Am., .181257
Elks Natl., Fund, .181257
Glenn B. Maines, 166677
Hiemins Trust, Tnc., 1.31250%
Velma Smith Jones, 937307
Corrinne Smith lLanning
.93750%

Patrick J.l.ecnard, .302027
Robert J.Leonard, .30203%
Timothy J.Leconard, .302097
Marshall & Winston, Inc.

. 50000%

Nancy Ruth Marshall Hunter
.0416657

Marjorie Ann Marshall Dunlop
. 0416657

James W, Poole, Jr.

.0416657,

"Jimmy' Poole, .041665%

New Mex.Boys Ranch, Inc.
.18125%

Mrs.C.A.Russell, 1.000007%
Shattuck School, .18125%

H. B. Tigner, .166677%




BASIC ROYALTY

OVERRIDING ROYALTY

TRACT DESCRIPTION NO.OF SERIAL NO. & OWNER & OWNER & WORKING INTEREST
XC. OF LAXND ACRES EXPIRATION DATE PEZRCENTAGE LESSEE OF RECORD PERCENTAGE OWNER & PERCENTACE
T-17S, R~29E
1A Sec.3%4: NE/4 NE/& 120.00 LC 028775(a) USA - 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 1007%
L Sliding Scale . 231477,
Schedule C Selma E.Andrews Agency #1335
. 268527,
4 Boys Club of Am., .18125%
Elks MNatl. Fund, .181257
Glenn B. Haines, 166677
Higgins Trust, Inc., 1.312507%
Velina Smith Jones, .937507%
Corrinne Smith Lanning
. 937507,
Patrick J.Leonard, .302087
) Robert J.lconard, .302087
Timothy J.Leonard, .302097
Marshall & Winston, Inc.
. 50000%
Nancy Ruth Marshall Hunter
. 0416659,
Marjorie Ann Marshall Dunlop
. 0416657
James W, Poole, Jr.
.0416659,
"Jivny' Poole, .041665%
New Mex.Boys Ranch, Inc.
.18125%
Mrs. C.A.Russell, 1.00000%
Shattuck School, .18125Y%
H. B. Tigner, .166677%
2 T~-175, R-29E 240.00 LC 028775(b) UsA - All Atlantic Richfield None Shenandoah 0il Corporaticn
Sec.27: S/2 NE/4&, May 31, 1976 12%7%, Company 1007

°

a

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

OVERRIDING ROYALTY

MWVOH DESCRIPTION NO.OF SERIAL NO. & OWNER & OWNER & WORKING INTEREST
NO. OF LAXD ACRES EXPIRATION DATE PERCENTAGE LESSEE OF RECORD PERCENTAGE OWNER & PERCENTAGE
ZA T-17S, R-29E 440.00 LC 028775(b) USA - All Atlantic Richfield None Shenandoah 0il Corporation
Sec.27: X/2 XE/4, May 31, 1976 12% - 25% Company 100%
NE/4 NW/4, Sliding Scale
. E/2 SW/4. Schedule D
Sec.35: NE/4&4,
n E/2 NW/4.
3 T-17S5, R-29E 40.00 LC 067910 USA -~ All Atlantic Richfield None Shenandoah 0il Corporation
Sec.34: NE/4 SE/4 April- 30,1974 12% - 33-1/3% Company 1007%
Sliding Scale
Schedule D
& T-178, R-29E 40.00 LC 069147 USA - All Atlantic Richfield None Shenandoah 0il Corporation

Sec.34: NE/4 NW/4

April 30,1974

Tederal Tracts 1160 acres, or 100% of unit.

Page 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-17S, R-29E 280.00 LC 028775(a), Sept. 1, 1979 22.97827
Sec.27: SE/4
Sec.34: NW/4 NE/4&4,
S/2 NE/4

1A T-17S, R-29E 120.00 LC 028775(a), Sept. 1, 1979 9.43560
Sec.34: NE/4 NE/&
Sec.35: W/2 NW/4

2 T-17S, R-29E 240.00 LC 028775(b), June 1, 1976 17.63387
Sec.27: S/2 NE/4,
SE/4 NW/4
Sec.35: N/2 SE/4,
NE/& SW/4
2A T-17S, R-29E 440,00 LC 028775(b), June 1, 1976 47.85440
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 40.00 LC 067910, May 1, 1974 1.75303
Sec.34: NE/4 SE/4 ,
4 T-17S, R-29E A
Sec,34: NE/4 NW/4 40.00 LC 069147, May 1, 1974 0.34483

100.00000

6 Federal Tracts 1160 acres, or 1007 of Unit.



EXHIBIT "A"

ROBINSON — JACKSON UNIT

T-17-S, R-29-E, EDDY CO.,N.M.

R-29-E

T T
|7 |7
" )

Robinson - Federa/

L E G END
o= == @=== UNIT OUTLINE
@ TRACT NUMBER

FEDERAL ACREAGE




