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UNIT AGREEMENT FOR THE OPERATION OF 

THE MEDIA ENTRADA UNIT 

SANDOVAL COUNTY, NEW MEXICO 

THIS AGREEMENT, e n t e r e d i n t o as o f t h e day o f 

, 19 , by and be tween t h e p a r t i e s 

s u b s c r i b i n g , r a t i f y i n g o r c o n s e n t i n g h e r e t o , and h e r e i n 

r e f e r r e d t o as t h e " p a r t i e s h e r e t o " , 

W I T N E S S E T H : 

WHEREAS, t h e p a r t i e s h e r e t o a r e t h e owners o f w o r k i n g , 

r o y a l t y , o r o t h e r o i l i n t e r e s t s i n t h e U n i t Area s u b j e c t t o 

t h i s Agreement ; and 

WHEREAS, t h e t e r m " W o r k i n g I n t e r e s t " as used h e r e i n 

s h a l l mean t h e i n t e r e s t h e l d i n U n i t i z e d Subs tances o r i n 

l ands c o n t a i n i n g U n i t i z e d Subs tances b y v i r t u e o f a l e a s e , 

o p e r a t i n g ag reement , f e e t i t l e , o r o t h e r w i s e , w h i c h i s 

c h a r g e a b l e w i t h and o b l i g a t e d t o pay o r b e a r a l l o r a p o r t i o n 

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

t h e l a n d under t h e u n i t o r c o o p e r a t i v e agreement . " R o y a l t y 

I n t e r e s t " as used h e r e i n s h a l l mean a r i g h t t o o r i n t e r e s t i n 

any p o r t i o n o f t h e U n i t i z e d Subs tances o r p roceeds t h e r e o f 

o t h e r t h a n a W o r k i n g I n t e r e s t ; and 

WHEREAS, t h e M i n e r a l L e a s i n g A c t o f F e b r u a r y 25 , 1920, 

41 S t a t . 437 , as amended, 30 U. S. C. S e c t i o n s 181 e t s e q . , 

a u t h o r i z e s F e d e r a l l e s sees and t h e i r r e p r e s e n t a t i v e s t o u n i t e 

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



c o l l e c t i v e l y , a d o p t i n g and o p e r a t i n g a c o o p e r a t i v e o r u n i t 

p l a n o f deve lopmen t o r o p e r a t i o n o f any o i l o r gas p o o l , 

f i e l d o r l i k e a r e a , o r any p a r t t h e r e o f f o r . t h e p u r p o s e o f 

more p r o p e r l y c o n s e r v i n g t h e n a t u r a l r e s o u r c e s t h e r e o f 

whenever d e t e r m i n e d and c e r t i f i e d by t h e S e c r e t a r y o f t h e 

I n t e r i o r t o be n e c e s s a r y o r a d v i s a b l e i n t h e p u b l i c i n t e r e s t ; 

and 

WHEREAS, t h e O i l C o n s e r v a t i o n Commission o f t h e S t a t e 

o f New M e x i c o h e r e i n a f t e r r e f e r r e d t o as "Commiss ion" i s 

a u t h o r i z e d by law (Chap. 72 , Laws o f 19 35, as amended by 

Chap. 193, Laws o f 1937, Chap. 166, Laws o f 1 9 4 1 , and Chap. 

168 , Laws o f 1949, Chap. 6 5 , A r t . 3, Sec. 14, N . M . S . A . , 1953 

tanno) t o approve t h i s Agreement , and t h e c o n s e r v a t i o n p r o v i s i o n s 

h e r e o f , and 

WHEREAS, t h e p a r t i e s h e r e t o h o l d s u f f i c i e n t i n t e r e s t s i n 

the Media E n t r a d a U n i t Area c o v e r i n g t h e l a n d h e r e i n a f t e r 

d e s c r i b e d t o g i v e r e a s o n a b l y e f f e c t i v e c o n t r o l o f o p e r a t i o n s 

h e r e i n ; and 

WHEREAS, i t i s t h e purpose o f t h e p a r t i e s h e r e t o t o 

c o n s e r v e n a t u r a l r e s o u r c e s , p r e v e n t w a s t e , and secure o t h e r 

b e n e f i t s o b t a i n a b l e t h r o u g h o p e r a t i o n o f t h e Area s u b j e c t 

t o t h i s Agreement under t h e t e r m s , c o n d i t i o n s and l i m i t a t i o n s 

h e r e i n s e t f o r t h ; 

NOW THEREFORE, i n c o n s i d e r a t i o n o f t h e p r e m i s e s and t h e 

p r o m i s e s h e r e i n c o n t a i n e d , t h e p a r t i e s h e r e t o commit t o 

t h i s Agreement t h e i r r e s p e c t i v e i n t e r e s t s i n t h e b e l o w -

d e f i n e d U n i t A r e a , and agree s e v e r a l l y among themse lves as 

f o l l o w s : 
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-SECTION -1^ ENABLING ACT AND REGULATIONS. The Mineral 

Leasing Act of February 25, 1920, as amended, supra, and a l l 

v a l i d , p e r t i n e n t r e a u l a t i o n s , i n c l u d i n a operatinq and u n i t 

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

p e r t i n e n t and reasonable r e g u l a t i o n s h e r e a f t e r issued t h e r e 

under, are accepted and made a p a r t o f t h i s Aareement as t o 

Federal lands, provided such r e g u l a t i o n s are not i n c o n s i s t e n t 

w i t h the terms of t h i s Agreement; and as t o non-Federal 

lands, the o i l and gas operatina r e g u l a t i o n s i n e f f e c t as 

o f the e f f e c t i v e date hereof qoverninq d r i l l i n g and producina 

o p e r a t i o n s , not i n c o n s i s t e n t w i t h the terms hereof or the 

laws of the State i n which the non-Federal land, i s l o c a t e d , 

are hereby accepted and made a p a r t o f t h i s Agreement. 

SECTION 2. UNIT AREA. The area s p e c i f i e d on the p l a t 

attached hereto marked E x h i b i t "A1" i s hereby desiqnated and 

recoqnized as c o n s t i t u t i n g the U n i t Area, c o n t a i n i n q 580 

acres, more or l e s s . 

E x h i b i t "A'' shows, i n a d d i t i o n t o the boundary of the 

U n i t , the boundaries and i d e n t i t v of t r a c t s and leases i n 

said U n i t t o the extent known t o the U n i t operator. F x h i h i t 

' BI; attached hereto i s a schedule showina t o the extent 

known t o the U n i t Operator the acreaae. nercentaae and k i n d 

of ownership of o i l i n t e r e s t s i n a l l land i n the U n i t Area. 

E x h i b i t "C attached hereto, i s a schedule showina the 

nercentaqe o f p a r t i c i p a t i o n c r e d i t e d t o each Tract i n the 

U n i t Area based upon a presumed one hundred nercent (100%) 

commitment. (Tract means each p a r c e l o f land described as 

such and aiven a T r a c t Number i n E x h i b i t "B''.) However, 

n o t h i n g h e r e i n or i n said schedule or map s h a l l be construed 



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

i n t e r e s t other than such i n t e r e s t o r i n t e r e s t s as are shown 

i n said map or schedule as owned by such p a r t y . E x h i b i t s 

"A" and "B" s h a l l be rev i s e d by the U n i t Operator whenever 

changes i n the U n i t Area render such r e v i s i o n necessarv, 

or when requested by the O i l and Gas Supervisor, h e r e i n a f t e r 

r e f e r r e d t o as , ;Supervisor", and not le s s than s i x (6) copies 

o f the r e v i s e d e x h i b i t s s h a l l be f i l e d w i t h the Supervisor. 

SECTION -3. EXPANSION OF UNIT AREA. I t i s recoanized 

t h a t a t some time or times i n the f u t u r e i t miaht be d e s i r 

able and b e n e f i c i a l t o expand the U n i t Area t o inc l u d e 

t h e r e i n a d d i t i o n a l Tracts of land. The U n i t Area may, there 

f o r e , w i t h the approval of the D i r e c t o r o f the United States 

Geological Survey, h e r e i n a f t e r r e f e r r e d t o as ''Director", 

be expanded t o inc l u d e t h e r e i n any a d d i t i o n a l T r a c t or ^ r a c t 

whenever such expansion i s necessary or advisable t o conform 

w i t h the purposes of t h i s Aareement, and U n i t Operator, 

a c t i n a on behalf of the workinq I n t e r e s t Owners c o l l e c t i v e l y 

a f t e r beina duly authorized bv them as provided f o r i n t h D 

U n i t Operatinq Aareement, has ne a o t i a t e d an aareement or 

aareements w i t h the owners of such Tract or Tra c t s ^ i x i n n 

the t r a c t p a r t i c i p a t i o n of each such Tract and co m n i t t i n a 

such owners t o t h i s Aareement and t o the Un i t Ooeratina 

Aareement. Whenever the Unit Area i s enlarned so as t o adni 

a d d i t i o n a l land Q u a l i f i e d f o r p a r t i c i p a t i o n . E x h i b i t "C" 

s h a l l be r e v i s e d as set f o r t h i n Section 12, P a r t i c i p a t i o n 

and A l l o c a t i o n o f Production. Any such expansion s h a l l be 

e f f e c t e d i n the f o l l o w i n g manner? 



(a) U n i t Operator, on i t s own motion, a f t e r 

p r e l i m i n a r y concurrence by the D i r e c t o r , s h a l l prepare 

a n o t i c e o f proposed expansion d e s c r i b i n g the contemplated 

changes i n the boundaries o f the U n i t Area, the reasons 

t h e r e f o r e , and the proposed e f f e c t i v e date t h e r e o f , 

p r e f e r a b l y the f i r s t day o f a month subseauent t o the 

date o f n o t i c e . 

(b) Said n o t i c e s h a l l be d e l i v e r e d t o the Supervisor, 

and copies t h e r e o f mailed t o the l a s t known address 

of each Working I n t e r e s t Owner, Lessee, and Lessor 

whose i n t e r e s t s are a f f e c t e d , a d v i s i n n t h a t t h i r t y (30) 

days w i l l be allowed f o r submission t o the U n i t Operator 

of any o b j e c t i o n s . 

(c) Upon e x p i r a t i o n of the t h i r t y (30) day period 

provided i n the orecedina item (b) hereof, Uni t Operator 

s h a l l f i l e w i t h the Supervisor evidence of m a i l i n g of 

the n o t i c e of expansion and a copy of any o b j e c t i o n s 

t h e r e t o which have been f i l e d w i t h the U n i t Operator, 

toaether w i t h an a p p l i c a t i o n i n s u f f i c i e n t number, 

f o r approval o f such expansion and w i t h appropriate 

j o i n d e r s . 

(d) A f t e r due c o n s i d e r a t i o n of a l l p e r t i n e n t i n f o r m a t i o n , 

the expansion s h a l l , upon approval bv the Supervisor and 

Commissioner become e f f e c t i v e as of the date prescribed 

i n the n o t i c e t h e r e o f . 

SEGSXC»J_J_. UNITIZED LAND AND UNITIZED SUBSTANCES. A l l 

land committed t o t h i s Agreement as provided i n Section 5, 

Tracts O u a l i f i e d f o r P a r t i c i p a t i o n , as t o the U n i t i z e d formation 

d e f i n e d immediately below, s h a l l c o n s t i t u t e land r e f e r r e d t o 
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h e r e i n as "U n i t i z e d Land" o r "land subject t o t h i s Agreement". 

A l l o i l , gas, gaseous substances, sulphur contained i n 

gas, condensate, and a l l associated and c o n s t i t u e n t l i o u i d or 

l i q u e f i a b l e hydrocarbons i n the U n i t i z e d Formation are 

u n i t i z e d under the terms o f t h i s Agreement and her e i n are 

c a l l e d " U n i t i z e d Substances". 

" U n i t i z e d Formation" i s d e f i n e d as the Entrada formation 

found between the depths of 5218' and 5264' i n the F l u i d 

Power Pump v e i l No. 1, located 1980' FNL and 330' FWL, 

Section 14, Township 19 North, Range 3 West, on the e l e c t r i c 

l o g o f s a i d w e l l run on . 

-SECTION -5.- TRACTS QUALIFIED FOR PARTICIPATION. Inasmuch 

as the o b j e c t i v e o f t h i s Agreement i s t o have lands i n the 

Un i t Area operated and e n t i t l e d t o p a r t i c i p a t i o n under 

the terms hereof, no j o i n d e r s h a l l be considered a commitment 

t o t h i s Agreement unless the Tract i n v o l v e d i s Q u a l i f i e d 

under t h i s Section. On or a f t e r the e f f e c t i v e date hereof, 

the Tracts w i t h i n the U n i t Area which s h a l l be e n t i t l e d t o 

n a r t i c i o a t i o n i n the pr o d u c t i o n o f U n i t i z e d Substances 

therefrom s h a l l be those Tracts w i t h i n the U n i t Area more 

p a r t i c u l a r l y described i n E x h i b i t "B" t h a t are Q u a l i f i e d as 

f o l l o w s ( f o r the Durposes of t h i s s e c t i o n , the record i n t e r e s t 

s h a l l replace the r o y a l t v i n t e r e s t as t o 'Federal Lan^) • 

(a) Each Tract as t o which T'orkina I n t e r e s t Owners 

owning one hundred percent (1^0%) of the T' 7orkinc 

I n t e r e s t have signed or r a t i f i e d t h i s Aareement and 

the U n i t Operating Agreement, and Royalty Owners 

owning sev e n t y - f i v e percent (75%) or more o f the r o y a l t y 
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c rea ted by the bas i c leases have s igned or r a t i f i e d 

t h i s Agreement; 

(b) Each T r a c t as t o which Working I n t e r e s t Owners 

owning one hundred pe rcen t (100%) o f the Working 

I n t e r e s t have s igned or r a t i f i e d t h i s Agreement and 

the U n i t Opera t ing Agreement, and Royal ty Owners owning 

less than s e v e n t y - f i v e pe rcen t (75%) o f the r o y a l t y 

i n t e r e s t s c rea ted by the bas i c leases have s igned or 

r a t i f i e d t h i s agreement, and as t o which (1) a l l 

Working I n t e r e s t Owners i n such T r a c t j o i n i n a request 

f o r i n c l u s i o n o f such T r a c t i n U n i t P a r t i c i p a t i o n 

upon the bas i s o f such committment s t a t u s , and f u r t h e r 

as t o which (2) s e v e n t y - f i v e pe rcen t (75%) or more o f the 

combined v o t i n g i n t e r e s t o f Working I n t e r e s t Owners 

i n a l l T rac t s which meet the requirements o f Subsection 

5(a) vote i n f a v o r o f the acceptance o f such Trac t as 

q u a l i f i e d . For the purpose o f t h i s Subsect ion 5 ( b ) , 

the v o t i n g i n t e r e s t o f each Working I n t e r e s t Owner s h a l l 

be equal t o the r a t i o (expressed i n percentage) which 

the t o t a l o f such Working I n t e r e s t Owner's percentage 

p a r t i c i p a t i o n i n a l l Tracts which q u a l i f y under 

Subsect ion 5 ( a ) , bears t o the t o t a l percentage p a r t i c i 

p a t i o n o f a l l Working I n t e r e s t Owners i n a l l Trac ts 

which q u a l i f y under s a i d Subsect ion 5(a)as such percen t 

ages are shown on E x h i b i t "C"; 

(c) Each T r a c t as t o which Working I n t e r e s t Owners 

owning less than one hundred pe rcen t (100%) o f the 

Working I n t e r e s t have s igned o r r a t i f i e d t h i s Agreement 
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and the U n i t Operating Agreement, regardless of the 

percentage of r o y a l t y i n t e r e s t t h e r e i n t h a t i s committed 

hereto, and as t o which (1) the Working Intere'st Owners 

who operate the Tr a c t and a l l o f the other sub s c r i b i n g 

Working I n t e r e s t Owners i n such T r a c t have j o i n e d i n 

a request f o r i n c l u s i o n o f such Tract i n U n i t p a r t i c i 

p a t i o n upon the basis of such commitment st a t u s and 

have tendered and executed and d e l i v e r e d an indemnity 

aareement, indemnifying and agreeing t o hold the owners 

of the working i n t e r e s t s i n the other q u a l i f i e d Tracts 

harmless from and aaainst any and a l l claims and demands 

t h a t may be made by the non-subscribing Working I n t e r e s t 

Owners i n such Tract on account of the i n c l u s i o n o f 

the same i n U n i t p a r t i c i p a t i o n , and f u r t h e r as t o 

which (2) s e v e n t y - f i v e percent (75%) or more of the 

combined v o t i n g i n t e r e s t s of the Working I n t e r e s t 

Owners i n a l l Tracts which meet the reauirements of 

Subsections 5(a) and 5(b) above, vote i n favor of the 

i n c l u s i o n of such T r a c t . ^nr the ournose of t h i s 

Subsection 5 ( c ) . the v o t i n a i n t e r e s t of each Working 

I n t e r e s t Owner s h a l l be eaual t o the r a t i o (expressed 

i n percentage) which the t o t a l o f such Working I n t e r e s t 

Owner's percentage p a r t i c i p a t i o n a t t r i b u t e d t o Tracts 

which a u a l i f v under Subsections 5(a) and 5(b) bears 

t o the t o t a l percentage of a l l Working I n t e r e s t 

Owners a t t r i b u t e d t o a l l T r acts which a u a l i f y under 

Subsections 5(a) and 5 ( b ) , as such percentages are 

set out i n E x h i b i t "C". 



SECTION 6. UNIT OPERATOR. Petro-Lewis Corporation i s 

hereby designated as Unit Operator, and by signa t u r e hereto 

as'"Unit Operator agrees and consents t o accent the d u t i e s 

and o b l i g a t i o n s of U n i t Operator f o r the development and 

production o f U n i t i z e d Substances as her e i n provided. 

Whenever reference i s made h e r e i n t o the U n i t Operator, 

such reference means the U n i t Operator a c t i n g i n t h a t 

c a p a c i t y and not as an owner o f i n t e r e s t i n U n i t i z e d Substances, 

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

i n c l u d e or r e f e r t o U n i t Operator as the owner of a Working 

I n t e r e s t when such an i n t e r e s t i s owned bv i t . 

§?:9TJL0i? 7. -RESIGNATION OR REMOVAL OF UNIT OPERATOR. Un i t 

Operator s h a l l have the r i g h t t o r e s i o n a t any time, but 

such r e s i g n a t i o n s h a l l not become e f f e c t i v e so as t o release 

U n i t Operator from the d u t i e s and o b l i g a t i o n s o f Unit Operator 

and terminate t h a t Operator's r i g h t s as such f o r a pe r i o d o f 

si x (6) months a f t e r n o t i c e of i n t e n t i o n t o r e s i g n has been 

served by Unit Operator on a l l Working I n t e r e s t Owners, the 

Supervisor, and u n t i l a l l w e l l s are placed i n a s a t i s f a c t o r y 

c o n d i t i o n f o r suspension or abandonment whichever i s re o u i r e d 

by the Supervisor, unless a new Un i t Operator s h a l l have 

been selected and approved and s h a l l have taken over and 

assumed the d u t i e s and o b l i a a t i o n s of U n i t Operator p r i o r 

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

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

the U n i t Operator from anv l i a b i l i t y f o r d e f a u l t by i t here

under o c c u r r i n g p r i o r t o the e f f e c t i v e date of i t s r e s i g n a t i o n . 

The U n i t Operator may, upon d e f a u l t or f a i l u r e i n the 
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performance of i t s d u t i e s or o b l i g a t i o n s hereunder, be 

subject t o removal by an a f f i r m a t i v e vote o f a m a j o r i t y 

o f the Working I n t e r e s t Owners r e p r e s e n t i n g a t l e a s t 

n i n e t y percent (90%) o f the v o t i n g i n t e r e s t remaining 

a f t e r excluding the v o t i n g i n t e r e s t of the U n i t Operator. 

Such removal s h a l l be e f f e c t i v e upon n o t i c e t h e r e o f t o the 

Supervisor. I n a l l such instances of r e s i g n a t i o n or 

removal, u n t i l a successor U n i t Operator i s selected and 

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

s h a l l be j o i n t l y responsible f o r performance o f the d u t i e s 

of U n i t Operator and s h a l l , not l a t e r than t h i r t y (30) days 

before such res i c m a t i o n or removal becomes e f f e c t i v e , appoint 

a common agent t o represent them i n any a c t i o n t o be taken 

hereunder. 

The r e s i g n a t i o n or removal of U n i t Operator under t h i s 

Aareement s h a l l not terminate i t s r i g h t s , t i t l e or i n t e r e s t 

as the owner of a working i n t e r e s t or ot h e r i n t e r e s t i n 

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

of Unit Operator becomina e f f e c t i v e , such Uni t Onerator 

s h a l l d e l i v e r possession of a l l v e i l s , o n i i n ^ o n t . m a t e r i a l s 

and appurtenances used i n conducting the U n i t operations 

and owned bv the T , 7orkina I n t e r e s t ^-mers t o the nev dulv 

a u a l i f i e d successor U n i t Operator or t o the owners thereof i £ 

no such new U n i t Operator i s e l e c t e d , t o be used f o r the 

purpose o f conductinn U n i t operations hereunder. Nothing 

h e r e i n s h a l l be construed as a u t h o r i z i n g removal of anv 

m a t e r i a l , equipment and appurtenances needed f o r the p r e s e r v a t i o n 

of any w e l l s . 
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" ^ P H ^ 8. SUCCESSOR UNIT OPERATOR. Whenever the Unit 

Operator s h a l l tender his or i t s resignation as Unit Operator 

or s h a l l be removed as hereinabove provided, or a chanae of 

Unit Operator i s negotiated by Working I n t e r e s t Owners, a 

successor Unit Operator s h a l l be selected by Working I n t e r e s t 

Owners voting according to t h e i r respective Tract participation 

in a l l unitized land by a majority vote, provided, that, 

i f a majority but l e s s than 8 0 percent of the Working Interests 

q u a l i f i e d to vote are owned by one party to t h i s Agreement, 

a concurring vote of one or more additional Working In t e r e s t 

Owners s h a l l be required to s e l e c t a new Operator. Such 

selection s h a l l not become e f f e c t i v e u n t i l : 

(a) a Unit Operator so selected s h a l l accept in 

writinq the duties and r e s p o n s i b i l i t i e s of Unit Operator; 

and 

(b) the selection s h a l l have been approved by the 

Supervisor. 

I f no successor U n i t Operator i s selected and a u a l i f i e d 

as h e r e i n provided, the D i r e c t o r a t h i s e l e c t i o n mav 

declare t h i s Agreement terminated. 

-SECTION_9ACCOUNTING PROVISIONS AND UNIT OPERATING 

\AGREEflENT. I f the Unit Onerator i s not the sole owner o* 

Workinq I n t e r e s t , costs and expenses incurred by Unit 

Operator in conducting Unit operations hereunder s h a l l be 

paid and apportioned among and borne bv the owners of Working 

In t e r e s t s , a l l in accordance with the agreement or agreements, 

whether one or more, separately or c o l l e c t i v e l y , entered 

into by and between the Unit Operator and the owners of 

Workinq I n t e r e s t s . Any agreement or agreements, whether one 
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or more, entered i n t o between the Workinq I n t e r e s t Owners 

and the U n i t Operator as provided i n t h i s s e c t i o n are 

h e r e i n r e f e r r e d t o as the "Unit Operatinq Agreement". 

Such U n i t Operatinq Agreement s h a l l also set f o r t h such 

other r i g h t s and o b l i q a t i o n s as between U n i t Operator and 

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

Operator and the Workinq I n t e r e s t Owners; however, no such 

U n i t Operating Agreement s h a l l be deemed e i t h e r t o modify 

any of the terms and c o n d i t i o n s of t h i s Aareement or t o 

r e l i e v e the U n i t Operator of any r i q h t or o b l i q a t i o n 

e s t a b l i s h e d under t h i s Aareement, and i n case of any 

inconsistency or c o n f l i c t between t h i s Aareement and the 

U n i t Operatinq Aqreement, t h i s Agreement s h a l l p r e v a i l . 

Three (3) t r u e copies of any U n i t Operating Agreement executed 

pursuant t o t h i s s e c t i o n s h a l l be f i l e d w i t h the Supervisor 

p r i o r t o approval of t h i s Agreement, and t h e r e a f t e r promptly 

a f t e r any r e v i s i o n or amendment. 

SJCGKION JL_0_. RIGHTS AND OBLIGATIONS Ô  UNIT OPERATOR. 

Except as otherwise s p e c i f i c a l l y provided h e r e i n , the e x c l u s i v e 

r i a h t , p r i v i l e g e , and duty of e x e r c i s i n g anv and n i l r i a h t s 

of the p a r t i e s hereto, i n c l u d i n a surface r i a h t s , which are 

necessary or convenient f o r prospecting f o r , producing, 

s t o r i n a , a l l o c a t i n g and d i s t r i b u t i n g the U n i t i z e d Substances 

are hereby delegated t o and s h a l l be exercised bv the Unit 

Operator as herein provided. Acceptable evidence of t i t l e 

t o said r i g h t s s h a l l be deposited w i t h said U n i t Operator 

upon h i s request and, toqether w i t h t h i s Agreement, s h a l l 

c o n s t i t u t e and d e f i n e the r i g h t s , p r i v i l e g e s and o b l i a a t i o n s 
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of U n i t Operator. Nothing h e r e i n , however, s h a l l be construed 

t o t r a n s f e r t i t l e t o any land or t o any lease or operatina 

agreement, i t being understood t h a t under t h i s Agreement 

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

exercise the r i g h t s of possession and use vested i n the 

p a r t i e s hereto o n l y f o r the purpose h e r e i n s p e c i f i e d . 

SECTION 11. PLAN OF OPERATION. I t i s recognized and 

agreed by the p a r t i e s hereto t h a t the U n i t Area i s developed 

and p r o d u c t i v e , and on l y such d r i l l i n g as i s i n c i d e n t a l t o 

a secondary recovery or pressure maintenance program i s 

contemplated. 

Inasmuch as the primary purpose of t h i s Agreement i s 

t o permit the i n s t i t u t i o n and consummation of a secondarv 

recovery or pressure maintenance program f o r the maximum 

economic produ c t i o n of U n i t i z e d Substances c o n s i s t e n t w i t h 

good engineering and conservation p r a c t i c e s , U n i t Operator, 

c o n c u r r e n t l y w i t h the f i l i n g of t h i s Aareement f o r approval 

s h a l l submit t o the Supervisor, a Plan of Operation f o r 

t l i e U n i t i z e d Land, and unon approval thereof such plan 

s h a l l c o n s t i t u t e the f u t u r e o p e r a t i n g o b l i g a t i o n s of t'~e 

U n i t Operator under t h i s Agreement f o r the period s p e c i f i e d 

t h e r e i n . T h e r e a f t e r , from time t o time before the e x p i r a t i o n 

of any e x i s t i n g plan, the Un i t Operator s h a l l submit f o r 

l i k e approval a plan f o r ar. a d d i t i o n a l s p e c i f i e d period 

of operation- said plan or plans s h a l l be modified or 

supplemented when necessary t o meet changed c o n d i t i o n s , or 

t o p r o t e c t the i n t e r e s t o f a l l p a r t i e s t o t h i s Aareement. 

Reasonable d i l i g e n c e s h a l l be exercised i n complying w i t h 
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the o b l i g a t i o n s o f any approved Plan o f Operation. 

U n i t Operator s h a l l have the r i g h t t o i n j e c t i n t o 

the U n i t i z e d Formation any substances f o r secondary recovery 

or pressure maintenance purposes i n accordance w i t h a Plan 

of Operation approved by the Supervisor, i n c l u d i n g the 

r i g h t t o d r i l l and maintain i n j e c t i o n w e l l s on the U n i t i z e d 

Land and completed i n the U n i t i z e d Formation, and t o use 

abandoned w e l l or w e l l s producing from the U n i t i z e d Formation 

f o r s a i d purpose, and the p a r t i e s h e r e t o , t o the e x t e n t 

of t h e i r r i g h t s and i n t e r e s t s , hereby g r a n t t o the U n i t Operator 

the r i g h t t o use as much of the surface o f the land w i t h i n 

the U n i t Area as may be reasonably necessary f o r the 

o p e r a t i o n and the development of the U n i t Area hereunder. 

U n i t operator s h a l l have fr e e use o f water from the U n i t i z e d 

Land f o r operations hereunder and f o r operations on 

adjacent lands except water from Surface Owner's and Royalty 

Owner's f r e s h water w e l l s , p r i v a t e lakes, ponds or i r r i g a t i o n 

d i t c h e s . 

SECTION 12. TRACT PARTICIPATION. I n E x h i b i t "C" 

attached h e r e t o there are l i s t e d and numbered the various 

Tracts w i t h i n the U n i t Area, and s e t f o r t h opposite each 

Tract are f i g u r e s which represent the T r a c t P a r t i c i p a t i o n 

i f a l l Tracts i n the U n i t Area q u a l i f y as provided h e r e i n . 

The Tract P a r t i c i p a t i o n s of each Tract as shown i n E x h i b i t 

"C" were determined i n accordance w i t h the f o l l o w i n g 

formula: 

A s i n g l e phase formula based on: 

50% Floodable Acre Feet 
25% Cumulative Production 
25% Production P r i o r t o I n s t a l l a t i o n 

o f High Volume L i f t Equipment 

the terms u t i l i z e d i n the formula being d e f i n e d as f o l l o w s : 

"Floodable Acre Feet" - The.volume of r e s e r v o i r which has 
not been a f f e c t e d by water i n f l u x as of June 1, 19 74. 
"Cumulative Production" - A l l p r o d u c t i o n from the pool 
p r i o r t o May 31, 19 74. 
"Production P r i o r t o I n s t a l l a t i o n o f High Volume 
L i f t Equipment" - Production f o r the months of May, 
June and J u l y , 1973. 
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Promptly a f t e r approval of t h i s Agreement, i f a l l Tracts 

are not q u a l i f i e d hereto, Unit Operator s h a l l r e v i s e Exhibit 

"C" to show a l l Tracts q u a l i f i e d for p a r t i c i p a t i o n under 

t h i s Agreement by settinq forth opposite each Tract a revised 

Tract P a r t i c i p a t i o n therefor, which s h a l l be calculated by 

using the same Tract factors and formulas which were used 

to a r r i v e at the Tract P a r t i c i p a t i o n of each Tract as set 

out in the o r i g i n a l Exhibit "C" but applyinq the same only 

to those Tracts which are q u a l i f i e d for p a r t i c i p a t i o n as 

of the e f f e c t i v e date of t h i s Agreement. Said revised 

Exhibit "C" s h a l l be subject to approval by the Supervisor 

and s h a l l be e f f e c t i v e as of the e f f e c t i v e date of t h i s 

Agreement. 

I f a f t e r the e f f e c t i v e date of t h i s Aareement any 

Tract or Tracts are subsequently committed hereto because 

of expansion of the Unit Area under Section 3, Expansion 

of Unit Are^, or under the provisions of Section 30, 

Subsequent Joinder, or i f any Tract i s eliminated from 

t h i s Aareement as provided in Section 29, Loss o^ T i t l e , 

the schedule of pa r t i c i p a t i o n as shown in Exhibit "C s h a l l 

be revised by the Unit Operator to show the new Tract 

Participations of a l l the then a u a l i f i e d m r a c t s , and the 

revised Exhibit "C' , upon approval by the Commissioner 

and bv the Supervisor, s h a l l aovern the all o c a t i o n of 

production from the e f f e c t i v e date thereof u n t i l a new 

schedule i s so approved. In any such revised Exhibit "C , 

pursuant to t h i s paraqraph, the Tract P a r t i c i p a t i o n of the 

previously q u a l i f i e d Tracts s h a l l remain in the same r a t i o 

one to the other. 
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On the e f f e c t i v e date of t h i s Agreement, and there

a f t e r , a l l Unitized Substances produced hereunder (except 

any part thereof used in conformity with good operating 

practices for d r i l l i n g , operating, camp and other 

production or development purposes, for pressure mainte

nance or secondary recovery operations in accordance with 

a plan of operation approved by the Supervisor, or 

unavoidably l o s t ) , s h a l l be deemed to be produced from the 

several Tracts of Unitized Land, and for the purpose of 

determining any benefits accruing under t h i s Agreement 

each such Tract s h a l l have allocated to i t that percentage 

of said production equal to i t s Tract P a r t i c i p a t i o n e f f e c t i v e 

hereunder during the respective period such Unitized 

Substances were produced, as set out in Exhibit "C". 

The amount of Unitized Substances allocated to each 

Tract s h a l l be deemed to be produced from such Tract 

i r r e s p e c t i v e of the location of the wells from which the 

same i s produced and reaardless of depletion of wells or 

Tracts. In the absence of a controlling contract or 

aareement to the contrary, when two or more leases, or 

part or parts thereof, have been combined into a sina l e 

Tract, the percentage participation assigned to suc v 

Tract s h a l l for a l l purposes be divided among the separate 

leases, or part or parts thereof which has been put into 

such Tract. in proportion to the number of surface acres 

of the lease, or part or parts thereof contained in such 

Tract, to the t o t a l surface acres contained in said Tract. 

SECTION 13. ROYALTY SETTLEMENT. The State of New 
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Mexico, the United States and a l l Royalty Owners who, under 

e x i s t i n g contract, are e n t i t l e d to take i n kind a share 

of the substances now unitized hereunder produced from any 

t r a c t , s h a l l hereafter be e n t i t l e d to the ri g h t to take in 

kind t h e i r share of the Unitized Substances allocated to 

such t r a c t , and Unit Operator s h a l l make d e l i v e r i e s of such 

royalty share taken in kind i n conformity with the applicable 

contracts, laws and regulations. Settlement for Royalty 

I n t e r e s t not taken in kind s h a l l be made by Working I n t e r e s t 

Owners responsible therefore under e x i s t i n g contracts, 

laws and regulations on or before the l a s t day of each month 

for unitized substances produced during the preceding 

calendar month; provided, however', that nothing herein 

contained s h a l l operate to r e l i e v e the lessees of any land 

from t h e i r respective lease obligations for the payment 

of any r o y a l t i e s due under t h e i r leases. 

I f gas obtained from, lands or formations not subject 

to t h i s Aareement i s introduced into the Unitized Formation 

hereunder, for use in renressurina, stimulation o f production, 

or increasina ultimate recovery, which s h a l l he ir. 

conformity with a olan f i r s t approved bv the Supervisor, 

a l i k e amount of aas l e s s appropriate deduction f o r loss 

or depletion from anv cause, may be withdrawn from the 

Unitized Formation, rovaltv free as to drv aas, but not as 

to the products extracted therefrom: provided that such 

withdrawal s h a l l be at such time as may be provided in 

the approved Plan of Operation or as may otherwise be consented 

to by the Supervisor as conforming to good petroleum 
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engineering practice; and provided further, that such 

right of withdrawal s h a l l terminate on the termination of 

t h i s Agreement. 

I f natural gasoline, l i q u i d petroleum gas fractions 

or other l i a u i d hydrocarbon substances (herein c o l l e c t i v e l y 

c a l l e d "LPG's") which were not extracted from qas produced 

from the Unitized Formation are injected into the Unitized 

Formation, which s h a l l be in conformity with a Plan of 

Operation f i r s t approved as provided above, Working I n t e r e s t 

Owners s h a l l be e n t i t l e d to recover, royalty free, part 

or a l l of such "LPG's" pursuant to such conditions and 

formulas as may be prescribed or approved by the Supervisor. 

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

provided i n the o p e r a t i n g r e g u l a t i o n s and paid i n value 

or d e l i v e r e d i n k i n d as t o a l l U n i t i z e d Substances on the 

basis of the amounts t h e r e o f a l l o c a t e d t o u n i t i z e d Federal 

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

r e s p e c t i v e Federal leases, or a t such lower r a t e s as mav 

be authorized by lav.' or r e g u l a t i o n - provided t h a t f o r 

leases on v h i c h the r o y a l t y r a t e depends on the d a i l v 

averaae p r o d u c t i o n per w e l l , said average prod u c t i o n s h a l l 

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

as though the U n i t i z e d Lands were a s i n g l e consolidated 

lease. 

Each Royaltv Owner (other than the United c t a t e s o c 

America) that executes t h i s Agreement represents that i t 

i s the owner of a Royalty I n t e r e s t in the Tract or Tracts 

within the Unit Area as i t s interest appears in Exhibit "B'' 
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attached hereto. I f any Royalty I n t e r e s t i n a Tract or 

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

whole or in part, during the term of t h i s Agreement, then 

the Royalty I n t e r e s t of the party representing himself to 

be the owner thereof s h a l l be reduced proportionately 

and the i n t e r e s t of a l l pa r t i e s i n the affected Tract or 

Tracts s h a l l be adjusted accordingly. 

SECTION 14. RENTAL SETTLEMENT. Rental or minimum 

r o y a l t i e s due on leases committed hereto s h a l l be paid by 

Working I n t e r e s t Owners r e s p o n s i b l e t h e r e f o r e under e x i s t i n g 

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

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

land from t h e i r r e s p e c t i v e lease o b l i g a t i o n s f o r the payment 

of any r e n t a l or minimum r o y a l t y i n l i e u t h e r e o f due under 

t h e i r leases. Rental and minimum r o y a l t y f o r lands of the 

United States subject t o t h i s Aareement s h a l l be paid a t 

the r a t e s p e c i f i e d i n the r e s p e c t i v e leases from the United 

States unless such r e n t a l or minimum r o y a l t y i s waived, 

suspended or reduced by lav; or bv approval of the Secretarv 

of the I n t e r i o r of the United States h e r e i n a f t e r r e f e r r e d 

t o as "Secretary", or h i s duly a u t h o r i z e d r e p r e s e n t a t i v e . 

SECTION 15. CONSERVATION. Operations hereunder and 

production of U n i t i z e d Substances s h a l l be conducted t o 

provide f o r the most economical and e f f i c i e n t recovery of 

said substances w i t h o u t waste, as defined bv or pursuant 

to State or Federal law or r e g u l a t i o n . 

SECTION 16. DRAINAGE. The Unit Operator s h a l l take 

appropriate and adequate measures to prevent drainage of 
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Unitized Substances from Unitized Land by wells on land not 

subject to t h i s Agreement or, with prior consent of the 

Director pursuant to applicable regulations, pay a f a i r 

and reasonable compensatory royalty as determined by the 

Supervisor. In the event compensatory royalty i s so 

paid, i t s h a l l be treated i n the same manner as Unitized 

Substances. 

SECTION 17. GAUGE OF MERCHANTABLE OIL. Unit Operator 

s h a l l make a proper and timely gauge of a l l leases and other 

tanks within the Unit Area and associated with the operation 

of Unitized Land i n order to ascertain the amount of merchant

able o i l above the pipeline connections i n such tanks on 

the e f f e c t i v e date hereof. A l l such o i l s h a l l be and 

remain the property of the parties e n t i t l e d thereto the 

same as i f t h i s Agreement had not been made e f f e c t i v e ; and 

such part i e s s h a l l promptly remove said o i l from said tanks. 

Any such o i l not so removed s h a l l be sold by Unit Operator 

for the account of parties e n t i t l e d thereto, subject to the 

pavnent of a l l r o y a l t i e s , overriding r o y a l t i e s , production 

payments, and a l l other payments under the terns ard provision 

of the applicable lease, leases, or other contracts. I f , 

as of the ef f e c t i v e date hereof, anv Tract of Unitized 

Land i s overproduced with respect to the allowable of the 

wells on such Tract and the amount of overproduction has 

been sold or otherwise disposed of, such overproduction s h a l l 

be regarded as a part of the Unitized Substances produced 

af t e r the e f f e c t i v e date hereof and s h a l l be charged to such 

Tract as having been delivered to the partie s e n t i t l e d to 

Unitized Substances allocated to such Tract. 
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SECTION 18. LEASE AND CONTRACTS CONFORMED AND EXTENDED. 

The terms, conditions, and provisions of a l l leases, subleases, 

and other contracts r e l a t i n g to exploration, d r i l l i n g ^ 

development, or operation for o i l or aas of lands committed 

to t h i s 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 f u l l force 

and e f f e c t ; and the parties hereto hereby consent that the 

Secretary s h a l l and by his approval hereof, or by the approval 

hereof by h i s duly authorized representative, does hereby 

e s t a b l i s h , a l t e r , change, or revoke the d r i l l i n a , producing 

r e n t a l , minimum royalty, and royalty requirements of Federal 

leases committed hereto and the regulations i n respect thereto 

to conform said requirements to the provisions of t h i s 

Aqreement. Without l i m i t i n g the generality of the foregoing, 

a l l leases, subleases, and contracts are p a r t i c u l a r l y modified 

in accordance with the following: 

(a) The development and operation of lands subject 

to t h i s Agreement under the terms hereof s h a l l be 

deemed f u l l performance of a l l obligations *or 

development and operation with respect to each and 

every part or separately owned Tract subiect to t h i s 

Agreement, regardless of whether there i s anv develop

ment of anv p a r t i c u l a r part or Tract o f the Unitized 

Land, notwithstanding anvthina to the contrary in anv 

lease, operating agreement, communitization agreement, 

or other contracts by and between the parties hereto, 

or t h e i r respective predecessors i n i n t e r e s t , or any of 

them. 
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(b) D r i l l i n g and producing operations performed 

hereunder upon any Tract of Unitized Land w i l l be 

accepted and deemed to be performed upon and for the 

benefit of each and every Tract of Unitized Land, and 

no lease s h a l l be deemed to expire by reason of f a i l u r e 

to d r i l l or produce wells situated on the land therein 

embraced. 

(c) Suspension of d r i l l i n g or producing operations on 

a l l Unitized Land pursuant to d i r e c t i o n or consent of t 

Secretary or his duly authorized representative s h a l l 

be deemed to constitute such suspension pursuant to 

such d i r e c t i o n or consent as to each and every Tract 

of Unitized Land. 

(d) Each lease, sublease or contract r e l a t i n g to the 

exploration, d r i l l i n g , development or operation for 

o i l or gas of lands committed to t h i s Agreement which, 

by i t s terms might expire prior to the termination of 

t h i s Agreement, i s hereby extended beyond any such 

term so provided therein so that i t s h a l l be continued 

in f u l l force and e f f e c t f o r and during the term of 

t h i s Agreement. 

(e) Termination of t h i s Agreement s h a l l not a f f e c t an'' 

lease which, pursuant t o the terms t h e r e o f or anv 

a p p l i c a b l e laws, s h a l l continue i n force and e ' f e c t 

t h e r e a f t e r . 

(f) Anv lease which i s made subject to t h i s Agreement 

s h a l l continue in force beyond the terms provided 

therein as to the lands committed hereto u n t i l the 

termination hereof. 



(h) The .segregation o f any Federal lease committed t o 

t h i s Agreement i s governed by the f o l l o w i n g p r o v i s i o n 

i n the f o u r t h paragraph o f Section 17 ( j ) o f the 

Mineral Leasing Act, as amended by the Act of September 

2, 1960, (74 S t a t . 781-784): "Any ( f e d e r a l ) lease 

h e r e t o f o r e o r h e r e a f t e r committed t o any such ( u n i t ) 

plan embracing lands t h a t are i n p a r t w i t h i n and 

i n p a r t outside o f the area covered by any such plan 

s h a l l be segregated i n t o separate leases as t o the 

lands committed and the lands not committed as of the 

e f f e c t i v e date o f u n i t i z a t i o n ; Provided, however, t h a t 

any such lease as t o the n o n - u n i t i z e d p o r t i o n s h a l l 

continue i n force and e f f e c t f o r the term t h e r e o f but 

f o r not less than two years from the date o f such 

segregation and so long t h e r e a f t e r as o i l or gas i s 

produced i n paying q u a n t i t i e s . " 

SECTION 19. TERMINATION OF COMMUNITIZATION AGREEMENTS. 

Simultaneously w i t h approval o f t h i s agreement by the 

Secretary or by h i s duly a u t h o r i z e d r e p r e s e n t a t i v e , those 

c e r t a i n communitization agreements f u l l y described on 

E x h i b i t "D" attached hereto are terminated and of no f u r t h e r 

force or e f f e c t , provided, however, n o t w i t h s t a n d i n g termina

t i o n o f s a i d communitization agreements as herein provided, 

the non-standard 160-acre spacing and p r o r a t i o n u n i t s hereto

f o r e approved by the New Mexico O i l Conservation Commission 

s h a l l remain i n f u l l force and e f f e c t f o r the purpose of 

a l l o c a t i n g p r o d u c t i o n t o any unsigned working i n t e r e s t , 

r o y a l t y i n t e r e s t , or o v e r r i d i n g r o y a l t y i n t e r e s t . 
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SECTION 20. COVENANTS RUN WITH LAND. The covenants 

h e r e i n s h a l l be construed t o be covenants running w i t h the 

land w i t h respect t o the i n t e r e s t c f the p a r t i e s hereto and 

t h e i r successors i n i n t e r e s t u n t i l t h i s Agreement terminates 

and any g r a n t , t r a n s f e r , or conveyance, o f i n t e r e s t i n land 

or leases s u b j e c t hereto s h a l l be and hereby i s c o n d i t i o n e d 

upon the assumption o f a l l p r i v i l e g e s and o b l i g a t i o n s here

under by the grantee, t r a n s f e r e e , or other successor i n 

i n t e r e s t . No assignment or t r a n s f e r o f any Working I n t e r e s t 

s h a l l be b i n d i n g upon U n i t Operator nor s h a l l any t r a n s f e r 

of any Royalty I n t e r e s t or other i n t e r e s t be b i n d i n g on the 

Working I n t e r e s t Owners responsible f o r payment or s e t t l e 

ment t h e r e o f , u n t i l the f i r s t day o f the calendar month a f t e r 

U n i t Operator or the responsible Working I n t e r e s t Owner, 

as the case may be, i s fu r n i s h e d w i t h the o r i g i n a l , photo

s t a t or c e r t i f i e d copy o f the instrument o f t r a n s f e r . 

SECTION 21: EFFECTIVE DATE. This Agreement s h a l l 

become b i n d i n g upon each p a r t y who executes or r a t i f i e s 

i t as o f date o f execution or r a t i f i c a t i o n by such p a r t y 

and s h a l l become e f f e c t i v e the f i r s t day o f the calendar 

month next f o l l o w i n g the approval of t h i s Agreement by the 

Secretary or h i s duly authorized delegate; and provided 

f u r t h e r , t h a t i f t h i s Agreement i s n o t f i l e d f o r approval 

on or before , t h i s Agreement s h a l l 

ipso f a c t o e x p i r e on said date ( h e r e i n a f t e r c a l l e d " e x p i r a 

t i o n date") and t h e r e a f t e r be of no f u r t h e r force or e f f e c t , 

unless p r i o r t h e r e t o t h i s Agreement has been executed or 

r a t i f i e d by Working I n t e r e s t Owners whose v o t i n g i n t e r e s t 

as provided i n Section 4.3.1 of the U n i t Operating Agree-
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ment aggregate a t l e a s t s i x t y percent (60%) and 

Working I n t e r e s t Owners whose v o t i n g i n t e r e s t as above 

defin e d aggregate a t l e a s t s i x t y percent (60%) of the U n i t 

Area then committed t o t h i s Agreement have voted t o extend 

such e x p i r a t i o n date f o r a p e r i o d not t o exceed s i x (6) 

months. I f s a i d e x p i r a t i o n date i s so extended and t h i s 

Agreement i s not f i l e d f o r approval by the Supervisor on 

or before s a i d extended e x p i r a t i o n date t h i s Agreement s h a l l 

ipso f a c t o e x p i r e and t h e r e a f t e r be o f no f u r t h e r force 

or e f f e c t . 

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

e f f e c t i v e date of t h i s Agreement f i l e f o r record i n the 

o f f i c e or o f f i c e s where a counterpart o f t h i s Agreement 

i s recorded, a c e r t i f i c a t e to the e f f e c t t h a t t h i s Agreement 

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

f u r t h e r the e f f e c t i v e date. 

SECTION 22: TERM. ' The term o f t h i s Agreement s h a l l 

be f o r and du r i n g the time t h a t U n i t i z e d Substances can be 

produced i n q u a n t i t i e s s u f f i c i e n t t o pay f o r the cost of 

producing same from w e l l s on U n i t i z e d Land and f o r as long 

t h e r e a f t e r as d r i l l i n g , reworking or other operations are 

prosecuted on U n i t i z e d Land w i t h o u t cessation of more than 

n i n e t y (90) consecutive days, and so long t h e r e a f t e r as 

U n i t i z e d Substances can be produced as a f o r e s a i d , unless 

sooner terminated by the D i r e c t o r as provided i n Section 

8, Successor U n i t Operator, or by Working I n t e r e s t Owners 

as provided i n Section 22, Termination by Working I n t e r e s t 

Owners. 
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SECTION 23: TERMINATION BY WORKING INTEREST OWNERS: 

This Agreement may be terminated a t any time by Working 

I n t e r e s t Owners owning n i n e t y percent (90%) or more of the 

p a r t i c i p a t i o n percentage i n the U n i t i z e d Land w i t h the 

approval o f the Supervisor and Commissioner. Notice of any 

such t e r m i n a t i o n s h a l l be given by the Unit Operator t o a l l 

p a r t i e s hereto. 

Upon t e r m i n a t i o n o f t h i s Agreement, the p a r t i e s hereto 

s h a l l be governed by the terms and p r o v i s i o n s of the leases 

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

I f n o t s p e c i f i e d otherwise by the leases u n i t i z e d 

under t h i s Agreement, basic Royalty Owners hereby grant 

Working I n t e r e s t Owners a p e r i o d o f s i x (6) months a f t e r 

t e r m i n a t i o n o f t h i s Agreement i n which t o salvage, s e l l , 

d i s t r i b u t e or otherwise dispose o f the personal p r o p e r t y 

and f a c i l i t i e s used i n connection w i t h U n i t operations. 

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

the t e r m i n a t i o n o f t h i s Agreement has been determined, 

pursuant t o Section 8 or 22 hereof, f i l e f o r record i n 

the o f f i c e or o f f i c e s where a co u n t e r p a r t of t h i s Agreement 

i s recorded, a c e r t i f i c a t e s e t t i n g f o r t h the f a c t of such 

t e r m i n a t i o n and the date t h e r e o f . 

SECTION 24: RATE OF PROSPECTING, DEVELOPMENT AND 

PRODUCTION. The D i r e c t o r i s hereby vested w i t h a u t h o r i t y 

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

the q u a n t i t y and r a t e of production under t h i s Agreement 

when such q u a n t i t y and r a t e i s n o t f i x e d pursuant t o 

Federal or State law or does not conform t o any statewide 
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v o l u n t a r y conservation or a l l o c a t i o n program, which i s 

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

m a j o r i t y o f operators i n such S t a t e , such a u t h o r i t y being 

hereby l i m i t e d t o a l t e r a t i o n or m o d i f i c a t i o n i n the p u b l i c 

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

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

or m o d i f i c a t i o n . Without regard t o the f o r e g o i n g , the 

D i r e c t o r i s a l s o hereby vested w i t h a u t h o r i t y t o a l t e r or 

modify from time t o time i n h i s d i s c r e t i o n the r a t e of 

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

production under t h i s Agreement when such a l t e r a t i o n or 

m o d i f i c a t i o n i s i n the i n t e r e s t of a t t a i n i n g the conservation 

o b j e c t i v e s s t a t e d i n t h i s Agreement and i s n o t i n v i o l a t i o n 

o f any a p p l i c a b l e Federal or State law. 

Powers i n t h i s s e c t i o n vested i n the D i r e c t o r s h a l l 

only be exe r c i s e d a f t e r n o t i c e t o U n i t Operator and 

op p o r t u n i t y f o r hearin g t o be h e l d no less than f i f t e e n (15) 

days from n o t i c e . 

SECTION 25: APPEARANCES. Un i t Operator s h a l l , a f t e r 

n o t i c e t o other p a r t i e s a f f e c t e d , have the r i g h t t o appear 

f o r and on be h a l f o f any and a l l i n t e r e s t a f f e c t e d hereby 

before the Department of the I n t e r i o r and t o appeal from 

orders issued under the r e g u l a t i o n s o f s a i d Department or 

to apply f o r r e l i e f from any o f s a i d r e g u l a t i o n s or i n any 

proceedings r e l a t i v e t o operations before the Department of 

the I n t e r i o r or any other l e g a l l y c o n s t i t u t e d a u t h o r i t y ; 

provided, however, t h a t any other i n t e r e s t e d p a r t y s h a l l 

also have the r i g h t a t h i s own expense t o be heard i n any 

such proceeding. 
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SECTION 26: NOTICES. A l l n o t i c e s , demands or s t a t e 

ments r e q u i r e d hereunder t o be given or rendered t o the p a r t i e s 

hereto s h a l l be deemed f u l l y given, i f given i n w r i t i n g or 

pe r s o n a l l y d e l i v e r e d t o the p a r t y or sent by pos t p a i d 

r e g i s t e r e d or c e r t i f i e d m a i l , addressed t o such p a r t y a t 

the address such p a r t y has f u r n i s h e d t o the par t y sending 

the n o t i c e , demand or statement. 

SECTION 27: NO WAIVER OF CERTAIN RIGHTS. Nothing i n 

t h i s Agreement contained s h a l l be construed as a waiver by 

any p a r t y hereto o f the r i g h t t o as s e r t any l e g a l or 

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

i n v a l i d i t y o f any law o f the State o f New Mexico, or of the 

United States, or r e g u l a t i o n s issued thereunder i n any way 

a f f e c t i n g such p a r t y , or as a waiver by any such p a r t y of 

any r i g h t beyond h i s or i t s a u t h o r i t y t o waive; provided, 

however, each p a r t y hereto except the United States 

convenants t h a t d u r i n g the existence o f t h i s Agreement, 

such p a r t y s h a l l n ot r e s o r t t o any a c t i o n a t law or i n 

e q u i t y t o p a r t i t i o n the U n i t i z e d Land or the f a c i l i t i e s 

used i n the development or operation t h e r e o f and t o t h a t 

e x t e n t waives the b e n e f i t s of a l l laws a u t h o r i z i n g such 

p a r t i t i o n . 

SECTION 28: UNAVOIDABLE DELAY. A l l o b l i g a t i o n s 

under t h i s Agreement, except the payment of money, s h a l l 

be suspended w h i l e , b ut only so long as, the U n i t Operator 

de s p i t e the exercise o f due care and d i l i g e n c e i s prevented 

from complying w i t h such o b l i g a t i o n s , i n whole or i n p a r t , 

by s t r i k e s , acts o f God, Federal, State or municipal law 
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o r a g e n c i e s , u n a v o i d a b l e a c c i d e n t s , u n c o n t r o l l a b l e d e l a y s 

i n t r a n s p o r t a t i o n , i n a b i l i t y t o o b t a i n n e c e s s a r y m a t e r i a l s 

i n open market , . , o r o t h e r m a t t e r s beyond t h e r e a s o n a b l e 

c o n t r o l o f t he U n i t O p e r a t o r w h e t h e r s i m i l a r t o m a t t e r s 

h e r e i n enumera t ed o r n o t . 

SECTION 2 9 : NON-DISCRIMINATION. I n c o n n e c t i o n w i t h 

t h e p e r f o r m a n c e o f work t inder t h i s Agreemen t , t h e U n i t 

O p e r a t o r agrees t o comply w i t h a l l t h e p r o v i s i o n s o f 

S e c t i o n 202 (1) t o (7) i n c l u s i v e , o f E x e c u t i v e Orde r 112 46 , 

30 F .R . 12319, as amended, w h i c h a re h e r e b y i n c o r p o r a t e d by 

r e f e r e n c e i n t h i s Agreement . 

SECTION 30: LOSS OF T I T L E . I n t h e e v e n t t i t l e t o a 

T r a c t o f U n i t i z e d Land s h a l l f a i l so as t o r e n d e r t he T r a c t 

i n o p e r a b l e under t h i s Agreement and t h e t r u e owner c a n n o t 

be i n d u c e d t o j o i n t h i s Agreemen t , such T r a c t s h a l l be 

r e g a r d e d a u t o m a t i c a l l y as n o t c o m m i t t e d h e r e t o e f f e c t i v e 

t he f i r s t day o f t h e c a l e n d a r month i n w h i c h such t i t l e 

f a i l u r e i s d e t e r m i n e d , and t h e r e s h a l l be such r e a d j u s t m e n t 

o f f u t u r e c o s t s and b e n e f i t s as may be r e q u i r e d on a c c o u n t 

o f t h e l o s s o f such t i t l e . I n t h e e v e n t o f a d i s p u t e as 

t o t i t l e as t o any R o y a l t y , W o r k i n g I n t e r e s t o r o t h e r 

i n t e r e s t s u b j e c t t h e r e t o , payment o r d e l i v e r y on a c c o u n t 

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

t h e d i s p u t e i s f i n a l l y s e t t l e d ; p r o v i d e d t h a t , as t o S t a t e 

and F e d e r a l l a n d o r l e a s e s , no payment o f f u n d s due t he 

S t a t e o f New M e x i c o o r t he U n i t e d S t a t e s o f A m e r i c a s h a l l 

be w i t h h e l d , b u t such f u n d s s h a l l be d e p o s i t e d as d i r e c t e d 
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by the Supervisor, t o be held as unearned money pending 

f i n a l s e t t l e m e n t o f the t i t l e d i s p u t e , and then a p p l i e d 

as earned or retu r n e d i n accordance w i t h such f i n a l s e t t l e 

ment. 

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

l i t y f o r any d e f e c t or f a i l u r e o f any t i t l e hereunder. 

SECTION 31; SUBSEQUENT JOINDER. A f t e r the e f f e c t i v e 

date o f t h i s Agreement, the commitment o f any i n t e r e s t i n 

any T r a c t w i t h i n the U n i t Area s h a l l be upon such e q u i t a b l e 

terms as may be n e g o t i a t e d by Working I n t e r e s t Owners and 

the owner o f such i n t e r e s t and approved by the D i r e c t o r and 

the commissioner. A f t e r the e f f e c t i v e date hereof, j o i n d e r 

by a Royalty Owner must be consented t o i n w r i t i n g by the 

Working I n t e r e s t Owner committed hereto and responsible f o r 

the payment o f any b e n e f i t s t h a t may accrue hereunder i n 

be h a l f o f such Royalty I n t e r e s t . Joinder by any Royalty 

Owner a t any time must be accompanied or preceded by 

ap p r o p r i a t e j o i n d e r by the Owner o f the corresponding 

Working I n t e r e s t i n order f o r the i n t e r e s t t o be regarded 

as e f f e c t i v e l y committed. Joinder t o t h i s Agreement by 

a Working I n t e r e s t Owner at any time must be accompanied 

by ap p r o p r i a t e j o i n d e r t o the U n i t Operating Agreement i n 

order f o r the i n t e r e s t t o be regarded as committed t o t h i s 

Agreement. Except as may otherwise h e r e i n be provided, 

subsequent j o i n d e r s t o t h i s Agreement s h a l l be e f f e c t i v e 

as of the f i r s t day o f the month f o l l o w i n g the f i l i n g 

w i t h the Supervisor and Commissioner o f duly executed 

counterparts o f a l l or any papers necessary t o e s t a b l i s h 
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commitment o f any T r a c t t o t h i s Agreement unless o b j e c t i o n 

t o such j o i n d e r i s made w i t h i n s i x t y (60) days by the 

Superv i so r . 

SECTION 32: COUNTERPARTS. This Agreement may be 

executed i n any number o f c o u n t e r p a r t s , no one o f which 

needs t o be executed by a l l p a r t i e s , o r may be r a t i f i e d or 

consented t o by separate i n s t rumen t i n w r i t i n g s p e c i f i c a l l y 

r e f e r r i n g he re to and s h a l l be b i n d i n g upon a l l those 

p a r t i e s who have executed such a c o u n t e r p a r t , r a t i f i c a t i o n 

or consent he re to w i t h the same f o r c e and e f f e c t as i f 

a l l such p a r t i e s had s igned the same document and regard less 

o f whether o r n o t i t i s executed by a l l o t h e r p a r t i e s 

owning or c l a i m i n g an i n t e r e s t i n the l and w i t h i n the 

above-described U n i t Area. 

I n the event any o f the p a r t i e s he re to own bo th 

Working I n t e r e s t s and Roya l ty I n t e r e s t s , as such i n t e r e s t s 

are shown on E x h i b i t " B " , i t s h a l l n o t be necessary f o r 

such p a r t y t o execute t h i s Agreement i n bo th c a p a c i t i e s 

i n o rder t o commit both c lasses o f i n t e r e s t . Execu t ion 

he reof by any such p a r t y i n one c a p a c i t y s h a l l a l so 

const i tute execu t ion i n the o the r c a p a c i t y , p rov ided s a i d 

p a r t y a l so executes the U n i t Opera t ing Agreement as a Working 

I n t e r e s t Owner. 

SECTION 33. ROYALTY OWNERS TAXES. Each p a r t y he re to 

s h a l l , f o r i t s own account , render and pay i t s share o f 

any taxes l e v i e d aga in s t o r measured by the amount or value 

o f the U n i t i z e d Substances produced f r o m the U n i t i z e d Land; 

p r o v i d e d , however, t h a t , i f i t i s r e q u i r e d or i f i t be 
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determined t h a t the Unit Operator or the s e v e r a l Working 

I n t e r e s t Owners must pay or advance s a i d taxes f o r the 

account o f the p a r t i e s hereto, i t i s hereby expressly agreed 

t h a t the p a r t i e s so paying or advancing s a i d taxes s h a l l be 

reimbursed t h e r e f o r by the p a r t i e s h e r e t o , i n c l u d i n g 

Royalty Owners, who may be responsible f o r the taxes on 

t h e i r r e s p e c t i v e a l l o c a t e d share of s a i d U n i t i z e d Substances. 

No taxes s h a l l be charged t o the United States, the State 

o f New Mexico, or t o any lesso r who has a c o n t r a c t w i t h a 

lessee which r e q u i r e s h i s lessee t o pay such taxes. 

SECTION 34: NO PARTNERSHIP. I t i s expressly agreed 

t h a t the r e l a t i o n of the p a r t i e s hereto i s t h a t o f independent 

c o n t r a c t o r s and n o t h i n g i n t h i s Agreement contained, expressed 

or i m p l i e d , nor any operations conducted hereunder, s h a l l 

create o r be deemed t o have created a p a r t n e r s h i p or 

as s o c i a t i o n between the p a r t i e s h e r e t o or any o f them. 

SECTION 35: BORDER AGREEMENTS. U n i t Operator, w i t h 

concurrence of Working I n t e r e s t Owners having a combined 

U n i t P a r t i c i p a t i o n of sev e n t y - f i v e (75%) percent or more, 

may, s u b j e c t t o approval of the Supervisor, e n t e r i n t o 

an agreement or agreements w i t h the Working I n t e r e s t Owners 

of adjacent lands w i t h respect t o the operations designed 

t o increase u l t i m a t e recovery, conserve n a t u r a l resources 

and t o p r o t e c t the p a r t i e s and i n t e r e s t . 

SECTION 36: CORRECTION OF ERRORS. I t i s hereby 

agreed by a l l p a r t i e s t o t h i s Aqreement t h a t U n i t Operator 

i s empowered t o c o r r e c t any mathematical or c l e r i c a l e r r o r s 

which may e x i s t i n the p e r t i n e n t e x h i b i t s t o t h i s Agreement; 



p r o v i d e d , howeve r , t h a t c o r r e c t i o n o f any e r r o r o t h e r t h a n 

m a t h e m a t i c a l o r c l e r i c a l s h a l l be made b y U n i t O p e r a t o r 

o n l y a f t e r f i r s t h a v i n g o b t a i n e d a p p r o v a l o f ••Working 

I n t e r e s t Owners and t h e S u p e r v i s o r . I f any such c o r r e c t i o n s 

a r e made. U n i t O p e r a t o r s h a l l f i l e t h e r e q u i r e d number o f 

c o p i e s o f t h e c o r r e c t e d pages o f t h i s Agreement o r o f 

t h e E x h i b i t s h e r e t o w i t h t he S u p e r v i s o r . U n i t O p e r a t o r 

s h a l l a l s o p r o v i d e , i n con fo rmance w i t h S e c t i o n 25 , N o t i c e s , 

and such c o r r e c t e d pages t o t h e p a r t i e s h e r e t o . 

I N WITNESS WHEREOF, t h e p a r t i e s h e r e t o have caused 

t h i s Agreement t o be e x e c u t e d and have s e t o p p o s i t e t h e i r 

r e s p e c t i v e names t h e d a t e o f e x e c u t i o n . 

PETRO-LEWIS CORPORATION 
U n i t O p e r a t o r 

By 
P r e s i d e n t 

ATTEST: 

! S e c r e t a r y 

DATED: 
i 

PARTNERSHIP PROPERTIES COMPANY 
W o r k i n g I n t e r e s t Owner 

By 
P r e s i d e n t , P e t r o - L e w i s C o r p o r 
a t i o n , G e n e r a l P a r t n e r 

DATED: 

FLUID POWER PUMP COMPANY 
Working I n t e r e s t Owner 

By 
President 

ATTEST: 

Secretary 

DATED: 

_33-



STATE OF ) 
) s s . 

COUNTY OF ) 

The f o r e g o i n g i n s t r u m e n t was acknowledged b e f o r e me 
t h i s day o f , 19 75 , by 

Of PETRO-LEWIS CORPORATION 
a C o r p o r a t i o n , on b e h a l f o f s a i d C o r 
p o r a t i o n . 

(SEAL) NOTARY PUBLIC 

My Commission Expires: 

STATE OF ) 
) ss. 

COUNTY OF ) 

The foregoing instrument was acknowledged before me 
t h i s day of , 19 75, by 

, a General Partner on be h a l f of 
PARTNERSHIP PROPERTIES COMPANY, a l i m i t e d p a r t n e r s h i p . 

(SEAL) NOTARY PUBLIC 

My Commission Expires: 

STATE OF ) 
) ss. 

COUNTY OF ) 

The foregoing instrument was acknowledged before me 
t h i s day o f , 1975, by 

of FLUID POWER PUMP COMPANY , 
a Corporation, on beh a l f of s a i d Cor-
poratxon. 

(SEAL) NOTARY PUBLIC 

My Commission E x p i r e s : 

- 3 4 -



MEDIA ENTRADA UNIT AGREEMENT 
OVERRIDING ROYALTY OWNERS 

A t t e s t , i f a C o r p o r a t i o n 
Date S i g n e d W i t n e s s , i f an I n d i v i d u a l 



STATE OF ) 
) s s . 

COUNTY OF ) 

The f o r e g o i n g i n s t r u m e n t was acknowledged b e f o r e me 
t h i s day o f ", 19 75 , by 

(SEAL) NOTARY PUBLIC 

My Commission Expires: 

STATE OF ) 
) ss. 

COUNTY OF ) 

The fo r e g o i n g instrument was acknowledged before me 
t h i s day o f , 19 75, by 

(SEAL) NOTARY PUBLIC 

My Commission Expires: 

STATE OF ) 
) ss. 

COUNTY OF ) 

The fo r e g o i n g instrument was acknowledged before me 
t h i s day o f , 19 75, by 

(SEAL) NOTARY PUBLIC 

My Commission Expires: 

-36-



STATE OF ) 
) s s . 

COUNTY OF ) 

The f o r e g o i n g i n s t r u m e n t was acknowledged b e f o r e ' me 

t h i s day o f , by 

, o f , 

a Corporation, on b e h a l f o f s a i d Corpora

t i o n . 

(SEAL) NOTARY PUBLIC 

My Commission Expires: 

STATE OF ) 
) ss. 

COUNTY OF ) 

The foregoing instrument was acknowledged before me 

t h i s day o f , by 

, of , 

a Corporation, on be h a l f of s a i d Corpora

t i o n . 

(SEAL) 

My Commission Expires: 

NOTARY PUBLIC 
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EXHIBIT "C" TO UNIT AGREEMENT 

MEDIA ENTRADA UNIT 

TRACT NO. DESCRIPTION PARTICIPATION (%) 

1 Sec. 1 4 - T - 1 9 N , R3W: S/2 NW/4 28 .1418 
& SE/4 SW/4, Sec. 1 5 - T - 1 9 N , 
R3W: S/2 NE/4 & W/2 SE/4 

I A Sec. 1 4 - T - 1 9 N , R3W: NE/4 SW/4 6.9122 

2 Sec. 2 3-T19N, R3W: N/2 NW/4 6.3220 

3 Sec. 22 -T19N, R3W: N/2 NE/4 NE/4 2 .0083 

4 Sec . 14-T19N, R3W: SW/4 SW/4 2 7.0592 
Sec. 15-T19N, R3W: SE/4 SE/4 

5 Sec. 14-T19N,:R3W: NW/4 SW/4 29 .5565 
Sec. 15-T19N, R3W: NE/4 SE/4 

100.00000 



EXHIBIT "D" TO UNIT AGREEMENT 

MEDIA ENTRADA UNIT 

COMMUNITIZATION AGREEMENTS 
AND DESCRIPTION 

Communitization Agreement 
NM-BE-01-066 dated 7/28/72 

S/2NE/4 & N/2SE/4 Sec 15, 
T19N, R3W, NMPM 

Communitization Agreement 
NM-BE-01-067 dated 7/28/72 

S/2NW/4 & N/2SW/4 Sec 14, 
T19N, R3W, NMPM 

Communitization Agreement 
NM-BE-01-069 dated 8/1/72 

S/2SE/4 Sec 15 & N/2NE/4 
Sec 22, T19N, R3W, NMPM 

Communitization Agreement 
NM-BE-01-068 dated 7/28/72 

S/2SW/4 Sec 14 & N/2NW/4 
Sec 23, T19N, R3W, NMPM 


