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IN THE MATTER OF:

Application of Texas Pacific Coal and 0il Cage Nos 690
Sompany for approval of the South Crosg-

roads Unlt Agreement consisting of all of

Section 10, Township 10 South, Range 36

East, NMPM, Lea County, New Mexico
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TRANSCRIPT OF PROCEEDINGS
MR. CAMPBELL: Wse are ready to proceed in that case.
Jo E. BAGWELL

a witness, having been first duly sworn, testified as follows
DIRECT EXAMINATION

By: MR. CAMPBELLt

Q Will you state your name, please?

A J, E. Bagwell.

¢ By whom are you employed, Mr. Bagwell?

A Texas Pacific Coal and 01l Company.

Q In what capacity? A Geologist.

Q Where is your office? A Midland, Texas.

Q Have you testified before this Commission on previous
occasions? A Yes, I have,
MR. CAMPBELL$ Are the witness's qualifications as a petrol
geologist acceptable to the Commission?
MR. SPURRIER; They are.
Q Mr. Bagwell, are you acquainted with the application of
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| encourage the development in that area for oil-or-gas?

Conservation Commission for approval of the South Crossroads Unit
Agreement? A Yes, I am.

'Q Do you have a copy of phat prounosed Unit Agreement before
you? | A Yeas, sir.

Q - Mr. Bagwell, referring to the Unit Agreement, will you
state to the Commission, whét acreage 1s proposed to be covered

by the Unit and the ownership of that acreage?
In that Unit, Texas Pacific Coal and 0il Company has a 75 percent

Q VWho 1is the owner of the land of the royalty?
A It is all State land.
Q How many State leases are involved?

A There are three,

in this area? A Yes, they have.

Q | Referring again to the agreement and the Exhibit attached
thereto, will you state to the Commission whether or not, in your
opinion, Section 10, Township 10 South, Range 36 East, or pist of
it maybe a common source of supply of oil or gas?

A ies, sir, I believe it is.

“ment, will you state what that is?

logical work.

A That is all of Section 10, Township 10 South, Range 36 Easb.

interest, Union 0il Company of California has a 25 percent interest.

Q Has Texas Pacific Coal and 01l Company done geological wor

Q Referring to Exhibit C, attached to the proposed unit agreq

A Exhibit C is a plat showing the approximate closing contour

on the Mississippian horizon which is based on the results by geo-

Q@ In your opinion, would the approval of this Unit Agreement

N
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STATE OF NEW MEXICO )
H 88,
COUNTY OF BERNALILLO )

? I, W oémvécq, Court Reporter, do hereby
E certify that the foregoing and/attached transcript of proceedings
before the New Mexico 0il Conservation Commission at Santa Fe,
New Mexico, is a true and correct reéord to the test of my
knowledge, skill and ability,

IN WITNESS WHEREOF I have affixed my hand and notarial

geal thiszé day of Wa?;f/ , 1954,

Ch) et

' . “Notory Public, Court Repox_'te’!t

My Commission Expires:

/ ’

QMMJZ/ 19 1955
7 =T
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! b BEFORE THE
OIL CONSERV..iIUN LUMISSION
SAHTA FE, HEW REXICO

R = B
UNIT AGREEMENT SN 474

FOR THE DEVELOPMENT AND OPERATION
OF THE SOUTH CROSSROADS UNIT AREA
LEA COUNTY, NEW MEXICO

THIS AGREEMENT, entered into as of the first day of
March, 1954, by and bebween Texas Pacific Coal and 0il Company
and Union Oil Company of California, sometimes hereinafter
referred to as the "parties hereto®;

WITNEGSSETH:

WHEREAs;‘bhe parties hereto are the owners of working,
royalty or other 0il or gas intereété in the unit area subject
to this agreement; and

WHEREAS, the Commissioner of Public Lands of the State
of New México (hereinafter referred to as the “Commissioner®)
is authorized by Acts of the Legislature (Chap. 88; Laws 1943;
as amended by Chap. 162; Laws 1951) to consent to and approve
the development or operation of State Lands under agreements
made by lessees of State Lands jointly or severally with other
lessees where such agreements provide for the unit operation
or developﬁent of part of or all of any oil or gas pool; field
or area; and

WHEREAS, the 0il Conservation Commission of the State of

New Mexico {(hereinafter referred to as the “Commission®) is author-

ized by Act of the Legislature (Chap. 72, Laws 1935) to approve
this agreement and the conservation provisioné Hereof; and
WHEREAs; the parties hereto own the entire working in-
terest in the South Crossroads Unit Area covering the land
hereinafter described; and therefore have effective control of
operations therein: and
WHEREAs; it is the purpose of the parties hereto to

conserve natural resources, prevent waste, and secure other

‘benefits obtainable through development and operation of the

area subject to this agreement under the ierms, conditions and
1imi§ations herein set forthg;

NOW, THEREFORE, in consideration of the premises and
promises herein contained, the parties hereﬁo commit to tﬁis
agreement their respective interests in the below defined

unit area, and agree severally among themselves as follows:




1. UNIT AREA. The following described land is hereby
designated and recognized as constituting the unit area:
All of Section Ten élo), Township Ten (10} South;
Range Thirty-six (36) East, in Lea County, New
Mexico, containing 640 acres of land, more or less,
Exhibit %A" attached hereto is a map showing the unit
area and’the boundaries and identity of tracts and ieases in said
area. Exhibit "B" attached hereto is a schadule showing the acre~
age, pefcentage; and kind of ownership of the oil and gas inter-
ests in all laﬁd 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 interest or ihterests as are shown in said map or
schedule as owned by such party. If and whenever the unit area
is expanded by the procedure hereinafter set out; Exhibits VAW
and "BY shall be revised by the Unit Opérator to conform with said

1

The above described unit area shall when practicable be

expansion.

‘expanded to include therein any additional tract or tracts re-
garded as reasonably necessary or advisable for the purposes of
this agreement, Such expansion shall be effected in the follow-

ing manner: SR

Lﬂ’”"‘““ {a) Unit Operator, on its own motion or on demand of

the Commissioner or of any of the parties heretg owning, in the

aggregate; 50% of the oil and gas leasehold estate in and to the
unit area; shall prepare a notice of proposed expansion describ-
ing the contemplated changes in the boundaries of thé unit area,
the reasons therefor, and the proposed effective date thereof.

(b) Said notice shall be delivered to the Commissioner
and copies thereof mailed to the last known address of each
working interest owner, lessee, and lessor who have interests in
the unit area, advising that 30 days will be allowed for submis-
sion to the Unit Operator of any objections.

(¢c) Upon expiration of the 30-day period provided in the
preceding item (b) hereof; Unit Operator shall file with the Com-
missioner evidence of mailing of the notice of expansion and a
copy of any objections thereto which have been filed with~the,

Unit Operatocr.,



(d) After due consideration of all pertinentrinformation,
the expansion shall become effective as of the date prescribed
in the notice thereof if and after (1) the same shall have been
approved by the Commissioner and (2) the owner of each leasehold
which has been added to the unit by reason of said expansion
shall have executed the within and foregoing unit agreement and
a coﬁnterpart of the operating agreement covering said unit area,
and shall have reimbursed each of the parties hereto on'avmutually
agreeable basis, for such ownert's proportionate share of all costs
~and expenses theretofore incurred in developing and operating the
unit area; provided hﬁwever, that, except by mutual consent of
all parties heresto, no such expansion of the unit’area shall be
approved unless (1) each lease or interest therein which is pro-
posed tofbe added to the unit area shali have beeﬁ proved by
actual drilling to be productive of o0il or gas in commercial
quantities: and (2) such expansion is.approved by tha owners of
at least 90% of the oil and gas leasehold interest in and to the
unit area on a surface acreage basis.

A1l land committed to this agreement shall constitute
land referred to herein as %unit area®, %unitized land® or
¥land subject to this apgreement®.

2., UNITIZED SUBSTANCES. All o3il and gas in 2ny and
all formations of the unitized land are unitized under the terms
of this agreement and herein are called #unitized substancesi.

3. UNIT OPERATOR. Texas Pacific Coal and 0il Company, a
corporation, is hereby designated'as Unit Operator and by signa-
ture hereto commits to this agreement all interests in unitized
substances vested in it as set forth in Exhibit ¥B", and agrees
and consents to accept the duties and obligations of Unit Opera-
tor for the discovery, deveslopment, and production of unitized
substances as herein provided. Whenever reference is made herein
to the Unit Operator, such reference means the Unit Operator act-
ing in that capacity and not as an owner of interests in unitized
substances, and the term “working interest owner® when used here-
in shall include or refer to Unit Operator as the owner of a

working interest when such an interest is owned by it.
4, RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit

Operator shall have the fight to resign at any time provided



a successor Unit Operator has been selected and approved and

has agreed to accept £he duties” and responsibirtties o the " Unit™
Operator effective upon the relingquishment of such duties and
responsibilities by the retiring Unit Operator. The resignation
of the Unit Operator shall not release the Unit Operator fron
any liability or any default by it hereunder occurring prior to
the effective ‘date of its resignation.

Unit Operator may, upon default or failure in the per?
iormance of its dﬁties or obligations hereunder, be subject to
removal by the same percentage vote of the owners of working
interests determined in like manner as herein provided for the
selection of a new Unit Operator.. Such removal shall be effec-
tlve upon netice thereof to the Commissioner. ]

" The resignation er removal of the Unit Operator under
this égreement shall not terminate his right, title or interest
as the owner.of.a.working interast or other interest in unitized
-subsﬁances, but ﬁﬁdntthe resignation or removal of Unit Operator
becoming‘éffective; such Unit Operator shall deliver possession
of all équipmeht,_matérials and appurtenances used in conduct-
ing the unit operations ‘and owﬁea by the working interest |
owners to the new dﬁiy'qualified successor Unit Operator or to
the - owners thereox if no such new Unit Operator: 1s ‘elected,
to be uoed for the purposb of conductlng ‘unit operatlons here-
under. NOthlpg_hereln ohall be construed as authorizing - |
removal of aﬁ& méterial, equipment énd'appﬁrtenances needed
for the preservation of any wellé;

5, SUCCESSOR UNIT OPERATOR. Whenever the Unit Opera-
tor shall resign as Unit Operator or shall be removed as herc-
inabove provided, the owners of the working interests according
to their respective acreage interests in all unitized land
shall by majority vote select a successor Unit Operatbr;
provided that, if a majority but less than 75 per cent of the
working interests qualified to vote are owned by one party to
this agreement, a concurring vote of sufficient additional
parties, so as to constitute in the aggregate not less than
75 per cent of the total working interest, shall be required
to select a new operator. Such selection shall not become

effective until (a) a Unit Operator so..sclected shall accept

-l
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in writing the duties and responsibilities of Unit Operator,
and (b) the selection shall have been approved by the Commis-
sioner. If no successor Unit Operator is selected and qualified
as herein provided, the Commissioner at his election may declare
this unit agreement terminated. _
6. ACCOUNTING PROVISIONS, The Unit Onerator shall pay
in the first instance all costs and expenses incurred in con-
ducting unit operations hereunder, and such costs and exvenses
so paid by the Unit Operator shall be apportioned among and
borne by the owners of working intere#ts and the Unit Operator
reimbursed in accordance with the operating agreement hereto-
fore entered into by and between the Unit Operator and the
owners of working interests.

7. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Except
as otherwise specifically provided herein, the exclusive right,
privilege; and duty of exercising any and all rights of the
parties hereto which are necessary or convenient for prospect-
ing’for; produéing; storing, allocating, and distributing of
the unitized substances are hereby delegated to and shall be
exercised by the Unit Operator as herein provided. Acceptable
evidence of title to said fights shall be deposited with said
Unit Operator and; together with this agreement; shall consti-
tute and define the rights, privileges; and obligations of
Unit Operator, Nothing herein; however; shall be construed to
transfer title to any land or to any lease or operating agree~-
ment; it being understood that under this agreement the Unit
Operator; in its capacity as Unit Operator, shall exercise
the rights of possession and use vested in the parties hereto
only for the purposes herein specified.

8. DRILLING TO DISCOVERY. On or before May 1,

1954, the Unit Operator shall, unless it has already done so;
commence opgrations upon a test well for oil and gas at a
mutually agreecable location somewhere upon said Section 10;
Tovnship 10 South; Range 36 Bast, Lea County; New Mexico,

and shall prosecute the drilling thereof with due diligence
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to.test the Devonian formation expected to be encountered at the
approximate depth of 13,000 feet unleés at a lesser depth unitized
substances shall be discovered which can be produced in paying
quantities or unless some formation or condition is encountered at
a lesser depth which would, in the judgment of the parties hereto
owning at least 75 per cent of the working interest in the unit
area, make further drilling iradvisable or lmpracticable.

Any well commenced or completed prior to the effective
date of this agreeﬁenb upon the uhit area and drilled to the
depth provided herein for the drilling of said test well shall
be considered as complying with the drilling rgquirements here-
of. Upon failure to comply with the drilling provisions of
this section, the Commissioner may, after reasonable notice to
the Unit Operator and each working interest owner at their last
known addresses, declare this unit agreement terminated,

9. PARTICIPATION AND ALLOCATION AFTER DISCOVERY. Upon
completion of a well capable of producing unitized substances in
paying quantities, the owners of working interests shall partici-
pate in the production thers from and in all othsr producing wells
which may be drilled pursuant hereto in the proportions that
cheir respective leasehold interests on an acreage basis within
the unit area bear to:the total number of acres committed to
the unit egreement, and such unitized substances shall be deemed
to have been produced from each of the o0il and gas leases
committed to this agreement; and for the purpose of determining
any benefits accruing under this agreement and the distribution
of the royalty payable to the State of New Mexico each separate
lease shall have allocated to it such percentage of said pro-
duction as the number of acres in each lease included within
the unit bears to the total number of acres committed hereto.

Notwithstanding any provision contained herein to the
contrary, each working interest éwner shall have the right
and privilege, upon the payment or securing the payment of the
royalty interest thereon, of receiving in kind or of sepérately
disposing of its proportionate share of the gas and oil saved
from the unit area; provided, however, that in the event of the

failure or neglect of a non-operator to exercise the right and

be
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shall not affect any lease which pursuant to the terms thereof or
any applicable law shall continue in full force and effect thereafter.

13. (a) Any lease having only a portion of its lands

committed hereto shall be segregated as to the portion committed

and the portion not committed, and the terms of such lease shall
apply separately to such segregated portions commencing as of the
effective date hereof. 1In the event any such lease provides for
a lump sum rental payment, such payment shall be prorated between
the portions so segregated in proportion to the acreage of the
respective tracts.

"~ 14. COVENANTS RUN WITH LAND. The covenants herein shall
be construed to be covenants running with the land with respect to
the interests of the parties hereto and their successors in in-
terest until this agreement terminates,’and any grant, transfer,
or conveyance of interest in land or leases subject hereto shall
be and hereby is conditioned upon the assumption of all privileges
and obligations hereunder by the grantee, transferee, or other
successor in interest., No assignment or transfer of any working;
royalty or other interest subject hereto shall be binding upon
Unit Operator until the first déy of the calendar month after
Unit Operator is furnished with the original, photostatic or
certified copy of the instrument of transfer.

15, EFFECTIVE DATE AND TERM. This agreement shall be-
come effective (1) upon execution of this agreemeht, prior to
April 1, 1954; by working interest owners in the Unit Area own-
ing 90% of the working interest therein on an acreagé basis, and
(2) upon approval by the Commissioner, and shall terminate in two
years after such date unless (a) such date of expiration is ex-
tended by the Commissioner, or (b) development operabions are
then being conducted on lands comprising the unit areé,-or (c)

a discovery of unitized substances has been made on unitized land
during said iﬁitial term or any extension thereof in which case

this agreement shall remain in effect so long as unitized sub-

stances can be produced from the unitized land in paying quanti-

ties, and, should production cease, so long thereafter as diligent
operations are in progress for the restoration of production

or discovery of new production and so long thereafter as the

«9




unitized substances so discovered can be produced as aforesaid,
This agreement may be terminated at any time after the two year
period or any extensions thereof; by not less than 75 per cent

on an acreage basis of the owners of the working interests signa-
tory hereto with the approval of the Commissioner; provided (1)
production of unitized substances in commercial quantities has
not been cbtained from the unit area; or; having been obtained;
has ceased: and (2) deveclopment opérations are not then béing
conducted,

16, RATE OF PRODUCTION, All production and the disposél
thereof shail be in conformity with allocations; allotments and
quotas made or fixed by the Commission and in conformity with
a2ll applicable laws and lawful regulations.

17. APPEARANCES, Unit Operator shall; after notice to
other parties affected; have the right to appear for and on behalf
of any and all interests affected hereby before the Commissioner
of Public Lands and the New Mexico 0il Conservation Commission
and to appeal from orders issued under the regulations of the
Commissioner or Commission or to apply for relief from any of
said regulations or in any proceedings relative to operations
pending before the Commissioner or Commission; pféVi&éd; however,
that any other interested party shall also have the right at his
own expense to appear and to participate in any such proceeding.

18, NOTICES. All notices that are required or author-
ized to be given hereunder except as otherwise specifically
provided for herein; shall be given in writing by United States
mail or VWestern Union Telegram; postage or charges prepaid, and
addressed to the party to whom such notice is given as followss

Texas Pacific Coal and Oil Company

P4 0, Box 2110

Fort VWorth, Texas

Union 0il Company of California

200 Wilkinson-Foster Building

Midland, Texas
The originating notice to be given under any provision hereof
shall be deemed given when received by the party to whom such
notice is directed; and the time for such party to give any
response thereto shall run from the date the ofiginating

notice is received. Tho second or any subsequent notice shall
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be deemed given when deposited in the United States Post Office
or with Western Union Telegraph Company, with postage or
charges prepaid,

19, UNAVOIDABLE DELAY. All obligations under this
agreement requiring the Unit Operator to commence or continue
drilling or to operate on or produce unitized substances from
any of the lands covered by this agreement shall be suspended
while; but only so long as; the Unit Operator despite the
exercise of due care and diligence is prevented from complying
with such obligations; in whole or in part; by strikeé; war;
acts of God; Federal; State; or municipal law or agencies;
unavoidable aécidents; uncontrollable delays in transpprtation;
inability to obtain necessary materials in open market; or
other matters beyond the reasonable controi of the Unit Opera-
tor whether similar to matters herein  enumerated or not.

20, LOSS OF TITLE. In the event title to any tract
or unitized land or substantial interest therein shall fail
and the true owner cannot be induced to join the unit agreemént
so that such tract is not committed to this agreement or the
operation thereof hereunder becomes impracticable as a result
thereof; such tract may be eliminated from the unitized area.
In the event of a dispute as to the title to any royalty,
working or other interest subject hereto; the Unit Operator
may withhold payment or delivery of the allocated portion of
the unitized substances involved on account thereof without
liability for interest until the dispute is finally settled;
provided that no payments of funds due the State of New Mexico
shall be withheld. Unit Operator as such is relieved from any
responsibility for any defect or failure of any title hereunder.

21, SUBSEQUENT JOINDER. Any oil or gas interest in
lands within the unit area not committed hereto prior to the
submission of this agreément for final approval either by the
Commission or Commissioner may be committed hereto by ﬁhe
owner-or owners of such rights subscribing or ¢onsenting to
this agreement or executing a ratification thereof; and if
such owner is also a working intereét owner, by subscribihg

to any operating agrcement affecting the allocation of costs




of exploration, development ard operation. After operations
are commenced hereunder, the right of subsequent joinder by a
working interest owner shall be subject to all of the require-~
ments of any applicable operating agréement between the working
interest owners relative to the allocation of costs of explor-

ation, development and operation. A subsequent joinder shall

‘be effective as of the first day of the month following the

filing with the Commissioner and the Commission of duly exe-
cuted counterparts of the-inétrument or instruments éommitting
the interest of such owner to this agreement.,

22. EXISTING OPERATING‘AGREEMENT. In the event of any

inconsistency or conflict between this unit agreement and the

contemporaneous operating agreement entered into by and between

the Unit Operator and the owners of working interests, this
unit agreement, to that extent only, shall prevail,

IN WITNESS WHEREOF, the undersigned parties hereto have
caused this agreement to be executed as of the dates of their

respective acknowledgments hereto.

DESCRIPTION OF INTERESTS
COMMITTED TO SOUTH
CROSSROADS UNIT AGREEMENT
IN REFERENCE TO TRACT
NUMBERS IN EXHIBIT “BY

SIGNATURES ATTACHED TO UNIT AGREEMENT
TEXAS PACIFIC COAL AND OIL COMPANY Tracts No. 1 and No., 2
By

President
ATTEST:

Secretary

UNIT OPERATOR

UNION OIL COMPANY OF CALIFORNIA Tract No. 3
By
President
ATTEST:
Secretary
NON-OPERATOR
- 12 =




THE STATE OF 'TEXAS,
county of Tarrant.

Poinan

On this day of , 195k, pefore me
personally appeared C. B, Yager, to me personally known, who
did say that he is the President of
hat the seal affixed

being by ne duly sworn

Texas Pacific Coal and 01l Company, and ¥

to the foregoing instrument is the corporate seal of said
i t said instrument was signed and seals

1 f its Board of

corporation end tha
ged said,instrument

Directors, and sal .

to be the free act and jeed of sai
In witness whereof, I have hereunto set my

affixed wy official seal on this, the day and year

writtene.

hand and
first above

- Niotary public

My commigsion expires
June 1, .

FORNTA, %

P

THE STATE OF CALI
county of ~

day of ——? 195k, before me
personally appeared L to me personally
known, who being Oy me duly sworn 3id say that he is the.
President of Union of California, and that the seal
affixed to the foregoing instrument is
said corporation and that said jnstrument was sign
in behalf of said corpora nority of its Board of
Directors, and said ___

o be the free act and deed of s

hereunto set my

strument t
ne day and year

On this

aid corporations
hand and

whereof, I have

In witness
1 seal on this, T

affixed my officia
written.

My commission expiress

i

tion by aut
acknowledged said in-

first above
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SCHEDULE

EXHIBIT #B%

SHOWING

LEA COUNTY, NEW MEXICO

LEASE NO, AND

DESCRIPTION OF ACREAGE AND OWNERSHIP OF LEASES ON ALL LANDS
INCLUDED IN THE SOUTH CROSSROADS UNIT

TRACT zo.ow EXPIRATION DATE
NO. DESCRIPTION . ACRES OF LEASE __LAND OWNER RECORD OWNER OF LEASE
AWy
1 SEL & ¥B% & W2/NEL :
of Sec. 10, 480 E-7067 State cf New Mexico Texas Pacific Coal and 0il Company
T-10-S, R-36-E 4-10-58 )
2 E2/NEL of Sec. 10, E-7103
T-10~8, R-36-E 80 5=11-58 State of New Mexico Texas Pacific Coal and 0Oil Company
3 SWL of Sec. 10, E-6554
T-10-3, R-36-L 160 10-10-57 State of New Mexico Union Oil Company of California
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CERTIFICATE OF APPROVAL
BY COMMISSIONER OF PUBLIC LANDS, STATE OF NEW MEXICO,
OF UNIT AGREEMENT FOR DEVELOPMENT AND OPERATION OF
SOUTH_CROSSROADS UNIT AREA, LEA COUNTY, NEW MEXICO

There having been presented to the undersigned Commis-
sioner of Public Lands of the State of New Mexico for examina-
tion, the adttached agreement for the development and operation
of the South Crossroads Unit Area,-Lea County, New Mexico, dated
as of the first day of March, 1954, in which Texas Pacific Coal
and 0il Company is designated as Unit Operator and which has been
executed by parties owning and holding oil and gas leases embrac-
ing more than 90% of the lands within the unit area and upon exami-
nation of said Agreement the Commissioner finds:

{a) That such agreement will tend to promote the
conservation of oil and gas and the better
utilization of reservoir energy in said area;

(b) That under the operations proposed, the State
will receive its fair share of the recoverable
0il or gas in place under its land in the area
affected;

{c) That the agreement is in other respects for the
best interest of the State;

(d) That the agreement provides for the unit oper-
ation of the area, for the allocation of
production, and the sharing of proceeds from
a part of the area covered by the agreement
on an acreage basis as specified in the
agreement,

NOW, THEREFORE, by virtue of the authority conferred .
upon me by Chap, 88 of the Laws of the State of New Mexico; 1943,
as amended by Chap. 162 of the laws of New Mexico, 1951, I, the
undersigned, Commissioner of Public Lands of the State of New
Mexico, for the purpose of more properly conserving the oil and
gas resources of the State, do hereby consent to and approve the
said agreement, and all lecases embracing lands in the State of
New Mexico committed to said Unit Agreement shall be-and the same
are hereby amended to conform with the terms thereof, and shall
remain in full forces and effect according to the terms and con-
ditions of said agreement, This approval is subject to all of
the provisions of the aforesaid Chap. 88 of the Laws of the State
of New Mexico, 1943, as amended by Chap. 162 of the Laws of the
State of Hew Mexico, 1951.

IN WITNESS WHEREOF, this Certificate of Approval is exe-~-
Suted, with seal affixed, this ____ day of s
k.

Commissioner of Public Lands
of the State of New Mexico
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"¢ BEFOR. .HE OIL CONSERVATION COMMISSION
S OF THE STATE OF NEW MEXICO /

IN THE MATTER OF THE HEARING

CALLED BY THE OIL CONSERVATION

COMMISSION OF THE STATE OF NEW

MEXICO FOR THE PURFOSE OF CON-

SIDERING:

Y&

CASE NO. -weg
ORDER NO. R-33~

THE APPLICATION OF TEXAS PACIFIC
COAL AND OIL COMPANY FOR AN ORDER
APPROVING A PROPOSED UNIT AGREEMENT  Sourh ( f20s$s /oA DS

LYo FOR THE T AND OPERATION
OF THE T AREA CONSISTING

OF (3568) ACRES SITUATED IN TOWNSHIP 39 /0
SOUTH, RANGE EAST, NMPM, LEA COUNTY,
NEW MEXICO. J3é

ORDER OF THE COMMISSION

BY THE COMMISSION:

MAY 19755Y

This cause came on for hearing at 9 o'clock a.m. Qetober t5—3952, at
Santa Pe, New Moxico, before the Oil Conservation Commission of New Mexico,
hereinafter referred to as the "Commission,"

/5
NOW, on this #8%h day of erebe-r’—-Efv% the Commission, having before it

for consideration the testimony adduced at the hearing of said case and being fully

advised in the premlses

FINDS‘/ R,J'r"i«!/e abi‘“ﬁ" %‘*:“74 ?ﬁ}&m i [
(1) ,71 ot 7 - Con

(2) That the,pr‘%ﬁoxs"&{ unit plan will in principle tend to promote the conserva- -
tion of oil and‘ gas and the prevention of waste,

I‘I‘ 1S THEREFORE ORDERED:

{  That the order herein shall be known as the:
SouvTh (CRo3SRPIADS

EANE-MERT, UNI’P AGREEMENT ORDER

Sovrh CR3ISPIAOS
SECTION 1: (a) That the project herein shall be known as the Lane-Midl

Unit Agreement and shall hereafter be referred to as the "Project,®
Ssurh Cvyosirsnsvs . o
(b) That the plan by which the Project shall be operated shall
be embraced in the form of a unit agreement for the development and operation of
the @Unit Area referred to in the Petitioner's petition and filed with said
pst.ition, and such plan shall be known as the Lare-Mi3}: Unit Agreement Plan,

|
SsuTh Cvouemn:scu'l G RoSS Lar o3

SECTION 2: That the bane—Mill Unit Agreement shall be, and is hereby
approved in principle as a proper conservation measure; provided, -however, that
notwithstanding any of the provisions contained in said unit agreement, this approval
of said agreement shall not be considered as waiving or relinquishing in any manner




o
Case No, h2‘
Order No. 12

any rights, duties, or obligations which are now or may hereafter be vested in the

New Mexico 0il Conservation Commission by law relative to the supervision and

con trol of operations for exploration and development of any lands committed to

said Iene-didl-nit Agreement or relative to the productlon of 0il or gas therefrom,
Sourh CRuS$RINOS

SECTION 3: (a) That the Unit Area shall be:

NEW MEXICO PRINCIPAL MERIDIAN

Township 35 Sout/w T&W/:f /oS00 rh  Cange 36 Lasr
Section 28:
Section 29:
Section 3
Section

a,d»j ‘ﬁ‘“wzo

Section 33: W/2
(Ho

Containing -2560-acres, more or less, all of which are state lands.

Expanpeo
(b) The Unit Area may be eé;-eged—ov-ooasaaobod as

provided in said Plan,

SECTION 4: That the Unit Operator shall file with the Commission an
executed or1gina1 or executed counterpart thereof of the Exrma=3B¥1 Unit Agreement
not later than 30 days after the effective date thereof, 0“7h Cvosseosps

SECTION 5: That any party owning rights in the unitized substances
who does not commit such rights to said Unit Agreement before the effective date
thereol” may thereafter become a party thereto by subscribing to such agreement
or counterpart thereof., The Unit Operator shall file with the Commission within
30 days an original or any such counterpart.

SECTION 6: That this order shall beccme effective upon approval of the
Commissioner of Public Lands of the State of New Mexico and shall terminate
ipso facto on the termination of said Unit Agreement, The last Unit Operator shall
immediately notify the Commission, and the Commissioner of Public Lands, in
writing of such termination,

DONE at Santa Fe, New Mexico, on the day and year hereinabove designated,
OIL CONSERVATION COMMISSION
EDWIN L. MECHEM, Chairman
E,5.Wwalwer
GUYSREEARD, Member

R. R. SPURRIER, Secretary
SEAL



in reply refer tol
Unit Division

cific Coal and O

Pe 0. Box 2110

Fort WOrth,_Texas

of Callfornia
Foster puilding

11 Co.

Union 011 Co.
200 Wilkinson<
Midland, Texas

~
-,

Pk
"

april 27, 1956

of south Crcssroads unlit,

Termlnatlon
New pexico

b Res
Lesa county,
- Gentlement
This is © advise you that under the terms of Para-
graph 15, south Crossroads Unit Agreement, this ynit became
effective (1) upon execution of this Agreement prior to
pril 1, 195, by working tnterest ownerss (2) upon approval
by the Commissloner of Public Lands, and shall terminate in
fter such date.
this Unit

-~ The dommizsioner OF
Agreement June i, 195,
gouth Crossrosg

June I, 1956.

MMR /m
ocCc-Santa Fe

cC1!

f public Lands
therefore:
ds uUnit wil

approved

this 19 to-n
{nated 83

otify you

1 He isr|m Pt

Vvery truly yours:

E. S. WALKER

Commlssioner of public Lands




BEFORE THE OIL COUSEAVATIGH COriMISSION
OF THE STATE 0OF NiW MEXICO

IN THE HATTER OF THE APPLICATION
OF TKXAS PACIFIC COAL AND OIL
COMPANY FOR THE APPROVAL OF THE

SOUTH CROSSROADS UNIT AGREEMENT, CFo
SiID UNIT CONSISTING OF ALL OF Case No. g
SECTICN 10, TOWNSHIP 10 SOUTH, =

RANGE 36 EAST, N.M.P.li. LEA
COUNTY, NEW MEXICO, AND CONTAIN-
ING 640 ACRES ORE OR LESS.

COMES NOW Applicant, Texas Paeific Coal & 0il Company,
and states: :

1. Applicant is the owner of State of New Hexico
0il and Gas Leases E-7067 and E-7103 covering the N} and the SE}
of Section 10, Township 10 South, Range 36 East, Lea County, New
Mexico.

2. Union 0il Company of California is the owner of
State of New Mexico 0il and Gas Lease E~-6554 covering the SWi of
Section 10, Township 10 South, Range 36 East, Lea County, New
Mexico. _

3. Applicant and Union 0il Company of California have
entered into a Unit Agreement subject to the approval of the Com-
missioner of Publie Lands, and the 0il Conservation Commission of
New Mexico, by which the leasenoid interest in all of Section 10
is to be unitized. A true copy of this Unit Agreement is attached
hereto and marked Exhibit A.

Ao Applicant snd YUnion 0il Company of California have
entered into an Operating Agreement by which applicant is named
Operator for the unit, and a true copy of said Operating Agreement
is attached hereto and marked Exhibit B.

5. The approval of this Unit Agreement will provide
for development upon lands owned by the State of New HMexico, and
will result in the conservation of oil and gas and protect the
correlative rights of all owners of properties within the Unit area.

WHEREFORE, applicant requests the 0il Conservation Com-
nission of New Mexico to enter its order approving the South
Crossroads Unit Agreement in Section 10, Township 10 South,

Range 36 East, Lea County, New Mexico.

0il | Company
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BEFORE THE
OIL CONSERVATION COMYISSION
STATE OF NEY MEXICO

Senta Fe, New Mexico
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CASE NO, 690

Regular Hearing




BEFORE THE
0IL CONSERVATION COMMIS3IOHN
STATE OF NEW MEXICO
Santa Fe, New Mexico -
May 19, 195L

e e T I T B P . T I N

IN THE MATTER OF:
Application of Texas Pacific Coél and 0il

Company for approval of the South Cross-

)

% Casc No. 690
roads Unit Agreement consisting of all of ;

)

)

)

Section 10, Township 10 South, Range 36
East, NMPM, Lea County, New Mexico

- - ta  es e e S Be  me PR sa  em  Gu ke me e B e e e e e | e P

_ TRANSCRIPT OF PROCEEDINGS
MR. CAMPBELL: We are ready to proceed in that case.
Jo E. BAGHWELL

a witness, having been first duly sworn, testified as follows:

DIRECT EXAMINATION

By: DMR. CAMPBELL:

Q@ Will you state your name, please?

A J. E. Bagwell,

Q By whom are you employed, Mr. Bagwell?

A Texas Pacific Coal and O0il Company.

Q@ In what capaciéy? A Geologist.

Q@ VWhere is your office? A Midland, Texas.

Q@ Have veu tegtified before this Commission on previous
occasions? , A Yes, I have.

MR. CAMPBELL: Arc the witness's qualifications as a petrol
geologist acceptable to the Commission?
MR. SPURRIER: They are.

Q@ Mr. Bagwell, are you acquainted with the application of

SRRSO SN

eum

Texas Pacific Coal and 0il Company in Case No. 690 before the 0il

ADA DEARNLEY & ASSOCIATES
STENCTYPE REFPORTERS
ROOM 105-106-107 EL CGRTEZ BLDG.
PHONES 7-9645 AND 5-9548
ALBUQUERQUE, NEW MEXICO



‘Agreement? A Yes, I am,

Conservation Commission for approval of the South Crossrouds Unit

Q@ Do vou have a copy of that proposed Unit Agreement before

you? A Yes, sir.

Q Mr. Bagwell, referring tc the Unit Agreecment, will you
state to the Commission, what acreage is proposed to be covered y
by the Unit and the ownership of that acreéée?

A That is all of Section 10, Township 10 South, Range 36 Fask.
In that Unit, Texas Pacific Coal and 0il Compary has a 75 percent
interest, Union 0il Company of California has a 25 percent interest.

Q Who is the owner of the land of the royaltv?

A It is all State land.

Q How many State leases are involved?

A There are three.

Q Has Texas Pacific Coal and 0il Company done geological worl

(4]

in this area? A Yes, they have.

Q Referring again to the agreement and the Exhibit attached
thereto, will you state to the Commission whether or not, in your
opinion, Section 10, Township 10 South, Range 36 East, or part of
it maybe a common source‘of éﬁﬁpiy of 0il or gas? |

A Yes, sir, I believe it is.

Q@ Referring to Exhibit C, attached to the proposed unit agree¢-
ment, will you state what that is?

A Exhibit € is a plat showing the approximate closing contouy
on the Mississippian horizon which is based on the results by geo-

logical work.

Q@ In your opinion, would the approval of this Unit Agreement

encourage the development in that area for oil or gas?

oY

ADA DEARNLEY & ASSOCIATES
STENOTYPE REPORYERS )
ROOM 105-106-107 EL CORTEZ BLDG.
PHONES 7-9645 AKRD 5-9548
ALBUQUERQUE, NEW MEXICO
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STATE OF NEW MEXICO )

COUNTY OF BERNALI
,A[ilu1 7 Court Reporter, do hereby’

cortily that the foregoing da¥d attached transcr*pt. of proceedir::
hefore the New Mexico 0il Conservation Commission at Santa TFe,
New Mexico, is a true and correct record to the best of my
knowledge, skill and ability,

IN WITNESS WHERECOF I have affixed my hand and notarial
geal this day of 77y, , 1954,

) el

Notaery Public, Court Reporter /

My C_o)mmission Expires:
o/ '

\Z‘A«f /f; /Ts5

-
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HRAORS THE
oLL COHSMRVATION COﬁNISSlON
garbta ©8, tew exico
anril 15, 1ast
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\ Applicabidn of TexX&s pacific coal 5. 01l Comnany
for approval of the South Crossroads Unit Agreement) Case flo.
consisting of a1l of gection 10, Povmnsnip 10 Sontih,) 690
Range 36 nast, NP, Led County, e mexice. )

)i

JOR:
Hororable mdwin L. Yecnem Chairma
Mr. e (Johnny) jalker Member

rRANSCRIFY. OF HEAT NG
MR. CAMPBELL: Jack camrbell of Rosvell, representing Texas

pacific Coal and Cil Company . 1 would 1ike toO recuest that Case

90 be continhed o the Hay 19%th nearing. There have peen SOMe
Lomplications arise with reference Lo the actual completion of the
«e1l pefore the unib is submitied for approval.

R SPURRIER? 1s there objection Lo MY e Campbell's motion?

\
kf not the case will be continued Lo HMay 19th.

i
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ADA DEARNLEY & ASSOCIATES
COURT R!PORYEGS
aoOM 105-106- gL CORTEZ gLDG.
PHONES 2.964% AND B-0846
ALBUQUERQUE. NEW MEXICO
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STATE OF NEW MEXICO )
H 88,
COUNTY OF BERNALILLO )

I, _Ada Dearnley , Court Reporter, do hereby

certify that the foregoing and attached transcript of proceedings
before the New México 0il Conservation Commission at Santa Fe,
New Mexico, is a true and correct record to the best of my
knowledge, skill and ability,

IN WITNESS WHEREQOF I have affixed my hand and notarizl
seal this 21st day of __April y 1954,

Cl) e o,

Notary Public, Court Reportér

My Commission Expires:

June 19, 10954
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, - BEFORE THE
OIl, CONSERVATION COMMISSION
Santa Fe, Naw Mexico
April 15, 1954

WS S R ap SRR fen Gl WER G SN WS Wem WK G G e WS WD et SR Mem e S e A e e

IN THE MATTER OF:

Application of Texas Pacifie Coal & 0il Company )
for approval of the South Crossroads Unit Agreement) Case No.
consisting of all of Section 10, Township 10 South,)
Range 36 East, NMPM, Lea County, New Mexico.

BEFORE: ;

Honorable Edwin L. Mechem, Chairman

Mr. E. 8. (Johnny) Walker, Member

Mr., R. R, 8purrier, Seoretary & Director.

TRANSCRIPT OF HBEARING

MR. CAMPBELLt Jack Campbell of Roswell, representing Texas
Pacific Coal and 0il Company. I would like to request that Case
690 be continued to the May 19th hearing. There have been soms
complications arise with reference to the actual completion of the
vell before the unit is submitted for approval.

MR. SPURRIER: 1Is therse objection to Mr. Campbellts motion?

If not the case will be continued to May 19th.

ADA DEARNLEY & ASSOCIATES
STEHOTYPE REPORYERS
ROOM tO5-108-107 EL CORTEZ 8LDG.
PHONES 7-9645 AND 5.9548
ALBUQUERQUE, NEW MEXICO
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e AT

o m&‘&?‘.‘.&%
SANTA (VAHON £ONvISS
7~ ",’é FE, NEW KExigg o

E !
m;m&n No.quai

OPERATING AGREEMENT e

THIS AGREEMENT made and entered into as of the first
day of March, 1954, by and between Texas Pacific Coal and Oil

Company, a corporation (whose address is Box 2110, Fort Worth,

. Texas), hereinafter sometimes referred to as "Operator®, and

Union 0il Company of California, a corporation {(whose address
is 200 Wilkinson-Foster Building, Midland, Texas), hereinafter

sometimes referred to as ‘‘Non-Operatori;

WITNESSETH:

WHEREAs; the parties hereto have executed that certain
Wnit Agreemeht for the Development and Operation of the South
Crossroads Area; Lea County; New Mexico%, (hereinafter some-
times referred to simﬁly as the "Unit Agreement"); pertaining
to the following described lands; hereinafter sometimes referred
to as the'WUnit Areai:
A1l of Section Ten (lO);Jqunshi Ten
(10) South, Range thirty-six (36) East,
in Lea County, New Mexico, containing
640 acres of land, more or less;
and
WHEREAS, the parties heféto‘are the owners of o0il and
gas leases covering lands located within the above described
Unit Area; and
WHEREAs; with a view of preventing waste and of more
economically operating, for the production of o0il and gas, the
leases within such Unit Area which are owned by the parties
hereto; such parties desire to develop and operate jointly
said leases on the terms, covenants and conditions thereof
and hereof:
NOW, THEREFORE, in consideration of the premises and
of the mutual covenants and agreements herein contained, the
parties have entered into;vand by these presents do enter

into the following agreement:
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I,
CONTRACT AREA

The leases owvmed by the parties hereto cover and apply
to the following described lands; which shall constitute thé
Contract Areai: ;
A1l of Section Ten (lO); Township Ten -
(10) South, Range thirty-six (36) East,
in ‘Lea County, New Mexico, containing
640 acres of land, more or less;

and

This Contract Area shall be developed and operated for
the production of oil and gas by Operaéor, subject to the terms
and conditions of this Agreement, and the parties hereto hereby
commit to this Agreement their leases in the lands comprising
the Contract Area insofar as same cover and apply thereto.
Except as provided in Paragraph III hereof, the Contract Area
shall never be enlarged unless all parties hereto consent to
such enlargement.,

11,
INTEREST OF THE PARTIES

The interests of the parties in and to all the produc-
tion from the Contract Area and in and to the materials and

equipment to be installed therein and thereon shall be as

follows:
Undivided
Party Interest
Texas Pacific Coal and 0il Company 75%
Union 0Oil Company of California 25%

and all costs, expenses and liabilities accruing or resulting
from the development and the operation of the Contract Area
pursuant to this Agreement shall beﬂdetermined, shared and
borne by the parties hereto in said proportions. Likewise,
any contributions (acreage; money, dry-hole or otherwise) made
to the operator, or any other party hereto, by reason of oper-
ations in the Contract Area; shall be shared by the parties

hereto in the same proportions,




III.

SUBSEQUENT JOINDER

Except by mutual consent of all parties hereto; no
owner of a working interest in any oil and gas lease covering
lands outside the Contract Area shall ever be permitted; by
reason of such ownership; to join in this agreement or to par-
ticipate in the production from the Contract Area unless (1)
the lease or interest therein ﬁﬁich such owner desires to commit
to this agreement shall have been proven by actual drilling to
be productive of oil or gas in commercial quantities; and (2)
such joinder is approved by parties hereto owning at least 90%
of the interest set out in Paragraph II hereof. No such join-
der shall become effective until the owner of such leasehold
interest shall have: (1) executed the Unit Agreement; (2) exe-
cuted a counterpart of this agreement and an appropriate in-
strument committing such ownert!s leasehold interest to this
agreement; and (3) reimbursed each of the parties hereto; on a
mutually agreeable basis; for such ownerts proportionate share
of all costs and expenses theretofore inéurred in developing
and operating the Contract Area. In the event of ény such
joinder; the Contract Area shall be enlarged to include the
leasehold interest committed thereto by such owner, and the
schedule of participaﬁion set forth in Paragraph II shall be
revised to reflect such owner's interest in the Contract Area
and ﬁhe proportionately reduced interests of the other parties
hereto.

1v.
AGREEMENT TO BECOME EFFECTIVE

Notwithstanding any other provisions of this agreement,
this agreement shall not become effective, nor shall Operator
incur any liability hereunder, unless on or before the well
commencement date set forth in Paragraph VI below, (1) this
agreement shall have been,executed by all parties named as
parties hereto, {2) all parties named as parties shall have

executed the Unit Agreement, and (3) such Unit Agreement shall




have been approved by the Commissioner of Public Lands of the
State of New Mexico and his Certificaﬁe of Approval has been
executed and issued. Should this agreement become effective,
it shall be effective as of the daté hereof.
Ve
TITLES
Any loss of title occurring under any lease contri-
buted hereto shall be borne by the party who cdntributed such

lease to this agreement, provided that there shall be no retro-

“active adjustment of cost and revenue made prior to final

determination of such loss. Loss of title shall mean only the
loss of a lease, or an interest therein, through a defect in
title. Loss of a lease through failure to obtain production
shall be borne by all parties in proportion to their interest
in the Contract Area.
VI,
DESTIGNATION OF OPERATOR _AND TEST WELL

Texas Pacific Coal and 0il Company shall be the
Operator hereunder and as such, shall; (subject to the provi-
sions of Paragraph IV hereof) on or before sixty days from
this date commence or cause to be commenced the actual drill-
ing of a well for the discovery of oil and gas, at a mutually
agreeable location some where upon the land comprising the
Unit Area, and shall prosecute the drilling thereof with dili-
gence to a depth of 13;000 feet or to a depth sufficient to
test the Devonian formation expected to be encountered at
about said depth, unless o0il or gas in paying quantities is
discovered at a lesser depth, or unless some formation or con-
dition is encountered at a lesser depth which would, in the
judgment of the parties hereto owning at least 75% of the
interest in the Contract Area, make further drilliing unwar-

ranted or impracticable,
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VII.
INSURANCE
Operator shall, at all times while operations are con-
ducted on the premises -subject hereto, carry insurance to indem-
nify, protect and save the parties hereto harmless, és follows:

a. Employers!' Liability and Workmen's Compensation Insur-
ance, in accordance with the laws of the State where
operations are being conducted.

b. Public Liability Insurance with limits of not less
than One Hundred Thousand Dollars ($100,000.00} as to
any one person and Three Hundred Thousand Dollars

{$300,060.00} as Lo any one accident.

¢« Automobile Public Liability Insurance, with limits of
not less than One Hundred Thousand Dollars (5100,000.00)
2s to any one person and Three Hundred Thousand Dollars
($300,000.00) as to any one accident, and Automobile
Property Damage Insurance with a limit of not less than
Fifty Thousand Dollars (350,000.00).

d. If steam boilers are used in connection with the oper-
ations hercunder, the Operator shall procure and main-
tain steam bniler and machinery explosion insurance
with limits of Fifty Thousand Dollars ($50,000.00) per
accident and the premiums therefor shall be treated
as a part of the actual cost of development and operations.

flo other insurance is to be carried at joint expense and the
parties hereto shall assume their own risk, covering their res-
pective interests, on all other insurable risks.

VIII.

OVERRIDING ROYALTIES, OIL PAYMENTS, ETC.

If any oil and gas leases contributed to the Contract
Area herein are burdened with any royalties, overriding royalties,
payments out of production or any cother charges in addition to
the usual one-eighth (1/8) royalty, the party contributing any
such lease shall bear and assume same out of the interest attrib-
utable to them or it hereunder.

IX.

It is‘understood that each of the oil and gas leases
contributed by the parties coverihg the Contract Area is a New
HMexico State lease zand each party hereto shall comply with all
nf the terms and provisions of the o0il and gas lease contri~
buted by it insofar as the same pertains to the Contract Area,
sub ject, howevér, to the other terms and provisions of this

agreement.,
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RENTAL PAYMENTS

Each party holding an oil and gas lease subjected
to this agreement shall, pefore the due date, pay all delay
rentals which may pecome due under the lease or leases contri-
buted by it. The purden of paying gsuch rentals shall fall
entlrely upon the party required to make payment ghereof here-

under. In event of failure toO make proper payment of any

_delay rental through mistake, or oversight where such rental

4s required to continue the lease in force (it being understood

tnat any such failure shall not be regarded as a title failure
within the meaning of any other section of this agreement)
there shall be no money 1iability on the part of the party
failing to pay such rental, but such party shall make a bona
fide effort to secure a new lease covering the sameé interest,
and in event of failure to secure a new lease within a reason-
able time, the interests of the parties hereto shall be re-
vised so that the party fajiling to pay any such rental will
not be credited with the ownership ol any 1gase on which
rental was required but was not naid. Each party contribut-
ing an oil «nd gas lease Or jeases to this agreement shall
notify each of the other parties contributing oil and gas
leases hereto, at least ten (10) days prior tO the due date,
that it has paid all delay rentals required to continue such
jeases in full force and effect and will furnish copies of the
receipts evidencing such payments.

Xl

CONTROL _AND_COST OF OPERATION

Operator shall have full contrnl of the premlseé
subjected hereto and, subject to the provisions hereof, shall
conduct and manage the development énd operation of said
premlses for the productlon of oil and gas for the joint ac-
count of the parties hereto. Operator shall pay and discharge
511 costs and expenses incurred pursuant hereto, and shall
charge each of the partles hereto with 1ts respective propor-

tionate share upon the cost and expense basis provided in

’6"




the Accounting Procedure attached hereto, marked Exhibit #AY,
and made a part hercof; provided, however, if any provisioh
of said Exhibit "A%W conflicts with any provision hqreof, the
latter shall be deemed to control. Each party hereto other
than Operator will promptly pay Opesrator éuch costs as are
hereunder chargeable to such party. Unless otherwise herein
provided, all producfion of 0il ahd gas from said land, sub- -
ject to the payment of applicable royalfies thereon, and- all
materials and equipment acquired pursuant hereto shall ‘be
owned by the parties hereto in the respective proportions as
set out here}n. Operator shall at all times keep the joint
interest of the partiés hereto in and to the leases and equip--
ment thereon free and clear of all labor and mechanic's liens
and encumbrances.
XII.
EMPLOYEES
The number of employees, the selection of such

employees, the hours of labor and the compensation for ser-

Y

;b d any and all such employees shall be deter-

> pai
mined by Operator. Such employees shall be employees of
Cperator.

- XIII1.

= % DRILLING OPERATIONS

“ A1l wells drilled on the Contract Area shall be
drilled on a competitive contract basis at the usuél rates
prevailing in the field in which saild leases are located.
Operator, if it so desires, may employ its own tools and equip-
ment in the drilling of wells, but in such event the charge
therefor shall not exceed the prevailing rate in the field;

eand such work shall be performed by Operator under the same
térms and conditinsns as shall be customary and usual in the
field in contracts of independent céntractors who are doing
work of a similar nature. A1l drilling contracts shall contain

éppropriate provisions that any wells drilled on the Contract

'Area, when completed, shall not deviate in excess of five de-

grees from perpendicular,




XIV.

AUTHORITY FOR INCURRING OF EXPENDITURES

Operator, before incurring any items of expenditure
in excess of Five Thousand ($5,000.) Dollars, except expendi-
tures for the drilling and equipment of wells mutually agreed
upon, shall secure the express consent and approval in writing
of each Non-Operator. Operator shall, upon request, furnish
each Non-Operator with a copy of Operatorts Company authority
for expenditures for any project costihg in excess of One
Thousand Dollars (%1,000.00). |

Xv.

Notwithstanding any other provisions in this agree-

ment, it shall not be necessary for Operator to secure the

consent of any other party hereunder to additional drilling
for the joint account or to any expenditure over $5,000.00
for the joint account where, by reason of death, incapacity,
disability, insolvency, bankruptcy, or other condition,
similar or dissimilar, such other party is incapable of giving
such consent, In any such event, the determination of any
additional drilling and the extent thereof, and the determi-
nation of any expenditure made for the joint account amounting
t» more than $5,000.00, shall be in the sole judgment of Qper-
ator and the unaffected other parties, if any. Such judgment
shall be exercised without liability and, unless fraudulently
exercised, shall be conclusive.
VI,
OPERATOR®S LIEN

Operator shall have a lien upon the interest of each

Non-Operator which is subjected to this agreement, the oil and

gas therefrom, the proceeds thereof and the materials and equip-

ment thereon and therein to secure Opsrator in the payment of
any sum due to Operator hereunder from any Non-Operator. The
lien herein pfovided for shall not extend to any royalty

rights attributable to any interests subjected hereto.




XVII.
ADVANCES

Operator, at its election, may require Non-~Operators
t> furnish their proportion of the development and operating
costs according to the following conditions:

On or before the first day of each calendar month,

Operator shall:submit an itemized estimate of such costs for

the succeeding calendar month to Non-Operators. Within fifteen

{15) days thereaftef, Non-Operators shall pay, or secure the
payment in a manner satisfactory to Operator, their propor-
tionate share of such estimate.

Should any Non-Operator fail and neglect to pay or
secure the payment of_its proportionate part of such estimate,
the same shall bear interest at the rate of six per cent per
annum until paid. Adjustments between estimates and actual
costs shall be made by Operator at the close of each calendar
month and the accounts of the parties adjusted accordingly.

| XVIiI.
SURPLUS‘MATEBIAL AND EQUIPMENT

Surplus material and equipment from the Contract
Area, wnen in the judgment of Operator is not necessary for
the development and operation of the leased premises, may be
divided in kind or, by mutual conseht of the parfies, be sold
to one of the partiés hereto or to others for the benefit of
the joint account. Proper charges and credits shall be made
by Operator as preovided in the Accounting Procedure attached
hereto as Exhibit WA%,
XIX.
DISPOSITION OF PRODUCTION

At all times during the term hereof, each of the
parties hereto, his or its heirs, successors or assigns,
shall separately own 2nd have-therrighpvof receiving in kind
and disposing of ﬁis or its proportionate share of the oil,
gas and other minerals produced and saved fromvthe premises
coversd by this agreement. %hile a party hereto may consti-

tute another party hereto, or one not a party hereto, his
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or its agent or repfesentative to sc¢ll or dispose of his or
its proportionate shars of the production, any such agency
or representati&e capacity so created shall be revocable and
cancellable at will by either of the parties thereto, his or
its heirs, successors or assigns. Likewise, any contract of
sale or disposition made by any such party or person acting
’as agent or representative of a party hereto shall be revoc-
avle and cancellable at the will of;éuch party principal,
his or its heirs, successors or assigns. If, by reason of
any party hereto taking in kind his or its proportionate
share of thé 0il, gas and other minerals produced and saved
from the premises covered hereby, any additional operating
or other expense is incurred for material, equipment or ‘other-
wise, such additional exéense shall be borne in its entirety
by the party or parties whose actiens occasion such expense.
Operator shall have the right, without charge, to use what-
ever oil or gas may in its Jjudgment be necessary for develop-
ing or operating the joint property.
XX.
LIABILITY

The liability of the parties hereunder shall be
several and not joint or collective. Each party shall be
responsible only for its obligations as herein set out, and
shall be liable for its proportioﬁate»share of the cost of
develsping and operating the premises subjected hereto. It
is expressly agreed that it is not the purpose or intention
of this agreement to create, nor shall the operations of the

parties hereunder be

[ip]
]

nstrued or considered as a joint ven-

o
]
I=t;

ture; or as any kin

5.

2 partnership.

¥XI.
ADDITIONAL DRILLING

In the event any party desires to drill any addi-
tiénal well or deepen or plug back a dry hoie or non-commercial
weil drilled at the joint expense of the parties, it shall
ngiify in wfiting the other party or ﬁarties hereto thereof,

and such party or parties shall have ten (1Q) days after

~10s




the receipt of such notice in which to determine and notify
the party giving such notice whether it or they will join in
such operatioﬁs. If the party or parties receiving such
notice elect (s) to participate in same, it or they shall in
said time notify the party giving such notice of such election
and if 211 the parties hereto eslect to join therein, the Oper-
ator shall, within thirty {30) days after the elapse of said
ten-day (10) period, commence at the joint expense of the
parties hereto operations on such well under the other sections
5f this contract and shall prosecute the same with diiigence
in a workmanlike manner until said well is completed. If’the
party or parties receiving such notice notify (ies) in said
time the party giving notice of its or their election not to
participate in such operations, and failure to notify the
party giving such notice by telegram or through the mails of
its or their election to jdin or nat to join in same shall be
deemad for the purpose hercof to be an elzction not to join

in the drilling or deepening or plugging back of such well,
the party giving such‘notice shall have the right to drill or
deepen or plug back such well at its cost and expeﬁse except
#s herein specified; provided that operations on said well are
commenced within thirty {(30) days after the elapse of said
ten-day (10) period. The failure to commence such operations
within such thirty-day {30) period terminates the right of

the party giving such notice to commence sﬁch.operations;
however, a second n&tice may be given, in which event, the
rights and duties of the parties will be governed by the
provisions hereof with respect to such first notice. Any
well drilled under this Ssction shzll conform to the then
existing well spacing program. The party or parties drilling
5r deepening or plugging back any well under this Section
shall, within sixty daYs from the date of the completion there-
o, furnish the other party or parties with an inventory of
the equipment in and on said well andrwith:an itemized state-
ment of the cost of drilling, deepening, plugging back, equip-

ping, testing, and completing ssid well for production and

:.lla




c¢3ch month thereafter during the time the participating party

or parties is or are being reimbursed, as hereinafter provided,

with an itemized statement of the cost of the operation of

'said well and the quantity of minerals produced therefrom and

the amount of the proceeds from the sale of the working inter-
est production in the preceding month.

If such well when completed should be a commercial
producer, the participafing party or parties shall be entitled
to receive all the proceeds from the sale of non-participating
partyts or parties' share of the working interest production
from such well until said party or parties drilling, deepening
or plugging back any such well shall have recei?ed from the
proceeds of the sale of non-participating party's or parties!
share of the produétion an amount equal to two times what non-
participating party's or parties! share of the cost of the
drilling, deepening, plugging back, equipping, testing, and
completing said well would have been had such party or
parties pérticipated, and one hundred per cent of the non-
participating party's or parties' share of the cost of the
operation of said Qell-during the time such reimbursement is
being made. Upon such reimbursement of drilling party, séid
well shall be owned and operated as are other wells under this
agreement. If such well when completed should be a dry hole
or as a producer not in commercial quantities, the pavticipat-
ing party or parties shail plug and abandon the same at its
or their cost., Participating party or parﬁies under this
paragraph shzll hold non-participating party or parties
free and clear of all costs, expense and liability in con-
nection with the drilling, deepening or plugging back of
such wells In the event such particinating party or parties
is or are unable to obtain from the non-participating party's
or parties' share of sucli production a sufficient amount to
repay such share of the cost of such drilling or deepéniﬁg or
plugging back plus such share of the cost of operating any

such well as set forth above, such party or parties shall be

entitled to and shall own all such material, equipment and

-



supplies placed or installed by it or them in or on the Con;
tract Area or any well in connection with sﬁch drilling,
deepening or plugging-back; provided that if such materials,
equipment and supplies have a salvage value in excess of such
reimbursement figure hereinabove provided, such excess shall
be owned by the parties hereto in proporticn to their inter-
ests in the Joint Property. All other material, equipment
énd supplies, including (but not by way of limitation]} such
as has been installed »r used in connection with the drilling
of any well prior to such additional drilling or deepening or
plugging back in accordance with the provisions of this clause,
shall be owned in accordance with the othér provisions of this
agreenent.

A1l sections of this contract that are applicable to
Operator hereunder in conducting the development and operations
of the Contract Area shall be applicable to whichever party
becomes the Operator under this section.

XXII.
" TRANSFERS OF INTEREST

No assignment, mértgage or other transfer affecting
the intercest coverad hefeby, the  production therefrom, or
equipment thereon, shall be made unless the same shall cover
the entire undivided intercst of assignor, mbrtéagor or seller
in the Contract Area; it being thé intent 6f this provision to
maintain the joint development and operation of the Contract
Area, provided that the sale of a leséer interest than the
seller®s entire undivided interest may be made upon the secur-
ing of the unanimous zpproval of the other party or parties
in writing.

In the event any party desires to sell all or any
part of its interest in the'Contract Area, the other party or
parties hereto shall have a preferential right to purchase
same. In such event, the selling party shall promptly commun-
icate to the other party or parties hereto the offer received

by them or it from a prospective purchaser ready, willing and

-able to purchase the same, together with the name and address
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of such prOSpeqtive purchaser, and said party or parties shall
thereupon have an option for a period of ten (10) days after
the receipt of said notice to purchase such undivided interest
for its or their own benefit on the terms and conditions of
such offer; provided that any interest so acquired by more than
one party hereto shall be shared by the parties purchasing the
same upon the basis of their then existing interest in the
premises. In the event of a sale by Operator of the interest
owned by it which is subject hereto, the holders of a majority
interest in the premises subject hereto shall be entitled to
select a new Operator, but unless such selection is made, the
transferee of the present Operator shall act as Operator here-
under. The limitations of this paragraph shall not apply
where any party hereto desires to dispose of its interest by
merger, reorganization, consolidation or sale of all its assets,
or a sale of its interest to a subsidiary or parent company,
or subsidiary of a parent company, or to any company in which
such party hereto owns a majority of the stock,
XXI1T.
RIGHTS OF THE PARTIES TO INSPECT PROPERTY AND RECORDS

The following specific rights, privileges and obli-
gations of the parties hereto are hereby expresély provided,
but not by way of limitation or exclusion of any other right,
privilége and obligation of the respective parties:

(a) Non-Operators shall have access to the entire
Contract Area at all reasonable times to in-
spect and observe operations of every kind
and character upon the property.

(b} Non-Operators shall have access at all reason-
able times to any and all information pertain-
ing to the wells drilled, production secured,
oil and gas marketed, and to the books, records
and vouchers relating to the operaticn of the
Contract Area.

(c) Operator shall, upon request, furnish Non-
Operators with daily drilling reports, true and
complete copies of well logs, tests and charts,
tank tables, daily gauge and run tickets, re-
ports of stock on hand at the first of the
month, and shall also, upon request, make avail-
able samples and cuttings from any and all wells
drilled on the Contract Area.




(d) In addition to the above enumerated items, Oper-
ator agrees to furnish-any Non-Operator, upon
the latterts request, all information about the
joint operations which is available to Operator
and is necessary for intelligent handling of the
joint operations,

XX1V.
ABANDONMENT OF WELL

In case the initial well or any additional jointly

~owned well or wells drilled hereunder shall prove to be a dry

hole, then the‘Operator shall plug and abandon such well or
wells and salvage all matérial and equipment therefrom for
the benefit of the parties hereto in accordance with the
provisions of said Exhibit #A", No producing well nor one
that has ceased to produce shall be plugged and abandoned
without the consent of the parties hereto and if the parties
are unable to agree upon the abandonment of any well or wells
theh the party or parties not desiring to abandon such well
or wells shall tender to the party or parties desiring to
abandon same a sum equal to its or their proportionate share
in the reasonable salvage value on-top of the ground at the
well of the material and equipment in and on said well. Upon
receipt of such sum the party or parties desiring to abandon
such well shall transfer without warranty of title to the
party or parties desiring to retain the same, its or their
interests in the zone or formation from which said well is
then producing in and to the land attributed to said well by
the well pattern on which said well was drilled, except that
said assignment shall not include acreage upon which another
producing well is located. Any such assignment shall vest the
interest so assigned in the party or parties elécting not to
abandon any such well, 1If there is more than one non-
abandoning party, such assignment shall run in favor of the
non-abandoning parties in‘proporﬁion to their then respective
interests. The party or parties so assigning under this pro-
vision shall not be liable after delivery of such assignment

for any cost or exbense incurred after the delivery of said
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assignment in connection with such well, but it or they shall
be liable for its or their proportionate part of the cost and
expenée incurred before the delivery of said assignment.,

XXV.

SURRENDER OF LEASES

No lease embraced within the Contract Area shall be

surrendered unless the parties mutually agree thereon, If
one or more of the parties should desire to surrender any
lease or leases and any other or othefs not; the party or
pérties desiring to surrender shall assign to the party or
parties not desiring to surrender its or their interest in
guch lease or leases and assigning partyts interest shall be
reduced proportionately, The party or parties receiving any
such assignment shall pay the assigning party or parties the
reasonable salvage value 6n top of the ground at the well of
the assigning party'é or partiest! proportionate part of the
equipment in and on any well or wells on such lease or leases
on the date of any such assignment. If there be more than one
assignee such assigned interest shall be held by the assignees
in proportion to their then respective interests in the Contract
Area,

| X1,

; | EFFECTIVE_PERIOD

This agreement shall become effective as hereinbefore
provided and shall remain in force for the full term of the
Unit Agreement, and may be terminated as a whole or in part only
by’mﬁtual consent of the parties: provided; however, either party
may be relieved from its obligations and liabilities hereunder
not previously incurred by assigning and transferring to the
other party or parties all of its right, title and interest iﬁ
and to the oil and gas rights under the lease or leases com-~
mitted hereto., The party receiving any such assignment or as-
signments shall pay the assigning party or parties the reason-
able salvage value of its or their proportionate part on top

of the grbun&\at the well of the equipment in and on any well
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or wells on the Contract Area on the date of any such assign-
ment or assignments. If there be more than one assignee, said

assigned interest shall be held by the assignees in proportion

to their respective interests in the Contract Area.

XXVII. o |
REGULATIONS - o : o

TPhis agfeemént ahd the respective rights and obliga-~
tions of the partigsrhereunder shall be subject to all valid
and applicable State and Federal laws, rules; regulations and
orders and in the event this agreement or any provision hereof
is; or the operations contemplated hereby, are found to be
inconsistent with or contrary to any such law; rule, regulation
or order, the latter shall be deemed to control, and this agree-
ment shall be regarded as modified accordingly, and as so modi-

fied, to continue in full force and effect,

XXVIIT,
NOTICES
All notices that ére required or authorized to be
given hereunder except as otherwise spscifically provided for
herein; shall Dbe givenrin writing by United States registered 3
mail or Western Union telegram; postage or charges prepaid;
and addressed to the party to whom such notice is given at the
appropriate address given at the head of this contract. The
originating notice to be given under any prevision hereol
shall be deemed given when received by the party to whom such
notice is directed and the time for such party to give any
‘response thereto shall run from the date the originating
notice is received. The second. or any subsequent notice shall
be deemed given when deposited in the United States Post Office
or with Western Union Telegraph Company; with postage or charges
prepaid.
XXIX,
TAXES
Operator shall render, for ad Valorem tax purposes,

the entire leasehold rights and interests covered by this
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cohtract and all physical property located on the unit or
used in connection therewith, or such part thereof as may
be subject to ad valorem taxation under existing laws; or
which may be maae subject to taxation under future laws, and
shall pay; for the benefit of the joint account, all such ad
valorem taxes at the time and in the manner required by law
vwhich may be assessed upon or against all or any portion of

Such'rights~and interests and the physical property located

thereon or used in connection therewith, Operaﬁbr shall bill—

Non~-Operators for their proportionate share of such tax pay-

ments as provided by the Accounting procedure hereto attached,

XXX,
TUBULAR GOODS

At such times as tubular goods and other equipment
can be purchased only at prices in excess of the limitations
imposed by the Accounting Procedure; Exhibit %A%, or such
tubular goods and other equipment are not available at the
nearest customary supply point; Operator; notwithstanding such
limitations; shall be permitted to charge the joint account
ﬁiéh such cdsts and expenses as may be reasonably incurred in
purchasing; shopping; and moving the required tubular goods
and other equipment to the prémises covered by this agreenent;
provided that each Non-Operator shall be first given the op-~
portunity of furnisning in kind or in tonnage; as the parties
may agree; his or its share of such tubular goods and other
equipment ‘ required, This exception to said limitations shall
be effective and shall apply only during such periods as the
prices for tubular goods and other equipment are in excess of
said limitations.,

AXX1,
MISCELLANEOUS PROVISIONS

The term “oil and gas* as used herein shall include
casinghead gas and any other mineral covered by any oil and
gas lease subjected hereto.

Operator shall not be iiable for any loss of property

or of time caused by war, strikes, riots, fires, tornadoes,

- 18 -~
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floods, governmental priorities on materials; or other
governmental restrictions, or resulting from any other cause
beyond its control through the exercise of reasonable diiii
gence,

t This agreement and Exhibit WA" attached hereto con-
tain all of-the terms as agreed upon by the parties hereto.

This agreement shall extend to and bind the parties

hereto and their respective successors and assigns. It is
agreed that. the terms; conditions and provisions hereof shall
constitute a covenant running with the lands and leasehold

estates covered hereby.

ol N b & sk Sl B

IN WITNESS WHEREOF, the: parties hereto have signed this

agreement as of the day and year first hereinabove written,

TEXAS PACIFIC COAL AND OIL COMPANY

By,
ATTEST: President
Secretary
UNION OIL COMPANY OF CALIFORNIA
‘ ‘ By, .
ATTEST: President
Secretary
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THE STATE OF IEXAS, }
County of Tarrant.

On this day of s 1954, before me
personally appeared C., E. Yager, to me personally known, who
being by me duly sworn did say that he is the President of
Texas Pacific Coal and 0il Company, and that the seal affixed
to the foregoing instrument is the corporate seal of said
corporation and that said instrument was signed and sealed in
behalf of said corporation vy authority of its Board of
Dlrectors, and said C. E. Yager acknowledged said instrument
to be the free act and deed of said corporation,

In witness whereof, I have hereunto set my hand and
ffixed my official seal on this, the day and year first above
written,

My commission expires Notary Public
June 1, 1955,

THE STATE OF CALIFORNIA, 8

County of
On this day of , 1954, before me
personally appeared , to me personally

known, who being by me duly sworn did say that he is the
President of Union 0il Company of California, and that the seal
affixed to the foregoing instrument is the corporate seal of
said corporation and that said instrument was signed and sealed
in behalf of said corporation by authority of its Board of
Directors, and said acknowledged said in=-
strument to be the free act and deed of said corporation,

In witness whereof, I have hereunto set my hand and
affixed my official seal on this, the day and year first above
vwritten,

My commission expires:
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6. Use of Operator’s Equipment and Facilities ‘
Use of and service by Operator’s exclusively owned cquipment and facilities as provided in Paragraph 4, of Section
111, “Basis of Charges to Joint Account.”
7. Damages and Losses
Damages or losses incurred by fire, flood, storm, or any other cause not controllable by Operator through the exer-
cise of reasonable diligence. Operator shall furnish Non-Operator written notice of damage or losses incurred by fire, storm,
flood, or other natural or accidental causes as soon as practicable after report of the same has been received by Operator.
8. Litigation, Judgments, and Claims
All costs and expenses of litigation, or legal services otherwise necessary or expedlent for the protection of the
joint interests, including attorney’s fees and expenses as hereinafter provided, together with all judgments obtained against
the joint account or the subject matter of this agreement; actual expenses incurred by any party or parties hereto in secur-
ing evidence for the purpose of defending against any action or claim prosecuted or urged against the joint account or the
subject matter of this agreement.
If a majority of the interests hereunder shall so agree, actions or claims affecting the joint interests here-
under may be handled by the legal staff of one or more of the parties hereto, and a charge commensurate
with the services rendered may be made against the joint account, but no such charge shall be made until
approved by the legal department of or attorneys for the respective parties hereto.
B. Fees and expenses of outside attorneys shall not be charged to the joint account unless authorized by the
majority of the interests hereunder.
9. Taxes - :
All taxes of every kind and nature assessed upon or in connection with the properties which are the subject of this
agreement, the production therefrom or the operation thereof, and which taxes have been paid by the Operator for the
benefit of the parties heveto.
10. Insurance

A. Premiums paid for insurance carried for the benefit of the joint account, together with all expenditures
ineurred and paid in settlement of any and sll losses, claims, damages, judgments, and other expenses, includ-
ing legal services, not recovered from insurance carrier.

B. If no insurance is required to be carried, all actual expenditures incurred and paid by Operator in settle-
ment of any and all losses, claims, damages, judgments, and any other expenses, including legal services,
shall be charged to the joint account.

11. District, Field and Camp Expense

A proportionate share of the salaries and expenses of Operator's District and Field Superintendent(s), Foreman
and other general district and field operating and clerical employees (exclusive of Geologists, Landmen, Scouts, Attorneys,
and similar employees) engaged in drilling and production activities whose time is not allocated direct to the Joint Prop-
erty, and a proportionate share of expense of maintaining and operating district and field offices, cottages, camps and
housing facilities for employees and other facilitics necessary for conducting the operations on the Joint Property and
other leases owned and operated by the Operator in the same localily. The expense of, less any revenue from, such facili-
ties shall include depreciation, or a fair monthly rental in lieu of depreciation, on the investment. Such charges shall be
apportioned on one of the bases set forth below. The basis of apportionment agreed upon for this operation is that described

in Sub-Paragraph......... Y. below:
A. Flat rates per well per month as provided below:
(1) S per month for each drilling well, beginning on the date the well is spudded and

terminating when it is on production or is plugged, as the case may be, except that no charge shall
be made during the suspension of drilling operations for fifteen (15) or more consecutive days.
(2) S per well per month for each producing well.

B. In the ratio of drilling and producing wells on the Joint Property to the total drilling and producing
wells on all properties supervised or served by the respective District, Field or Camp. Each drilling well
shall be considered equivalent to.................. producing wells.

C. On other equitable basis as may be agreed upon as described below:

D. To be {noluded in and uade a part of Paregraph Hoe "1™ Lelowg

(For nstructions, ete., applicable to the computation of well-basgis charges, see Item 12-X.)
12. Overhead )

Overhead charges, which shall be in lieu of any charges for any part of the compensation or salaries paid to man-
aging officers and employees of Operator, including the Division Superintendent, the engjppistaff and expenses of the divi-
sion office, and any portion of the office expense of the principal business office,buf which-arzxmtdn lieu of district or field
office expenses incurred in operating any such properties, BIECARICGIHERAREEHSCHOTOPEARSTINCOIFEN A ThE devalspnient
mdnmhmuﬁ_mﬁmpmt and Cperator shall have the right to assess against the joint property covered hereby the
following overhead
A, $.2AweMV . per month for each drilling well, beginning on the date the well is spudded and terminating
when it is on production or is plugged, as the case may be, except that no charge shall be made during the

%gof drilling operations for fifteen (16) or more consecutive days.

......... per well per month for the flrst fwe (5) producmg wells.
.. per well per month for. 554 'm ail wraduslng wells
LS ‘ : e ; ovar Sc

(F'or tngtructions, etc., applicable to the computatwn of well-basis charges, see Item 12-X.)
12 X. Instructions, Etc,, Applicable to Computation of Well-Basis Charges
A. In connectnon with the overhead charges and allocation of district, field and camp expense, the status of
wells shall be as follows:
(1) In-put or key wells and water flood supply wells shall be treated the same as producing oil wells,
(2). Producing gas wells shall be treated the same as producing oil wells.
(3). Previously producing wells permanently shut down, but on which plugging operations are deferred,
"~ shall be dropped at the time the shutdown is affected. When such wells are being plugged, the pro-
ducing well rate shall apply during the time required for plugging operation.
(4) Wells being plugged back, worked over, redrilled or drilled deeper, requiring the use of a drilling
outfit, shall be treated the same as drilling wells.
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B.

(6) Various wells may be shut down temporarvily and later replaced on production. If and when a well is
shut down (other than for proration) and not produced or worked upon for a period of a full calen-
der month, it shall be dropped at the time shut down is affected, until such time it is placed back
on production; provided that a well completed productive and shut in during the period required to
install equipment necessary to produce it shall be treated the same as a producing well.

(6) Salt water disposal wells shall be treated the same as producing oil wells.

The above schedules on preducing wells shall be applied to individual leases; provided that, whenever

leases covered by this agreement are operated as a unitized project in the interest of economic develop-

ment, the schedules shall be applied to the total number of wells, irrespective of individual leases.

The above specific rates may be amended from -time to time by agreement between Operator and Non-

Operator if, in practice, they are found to be insufficient or excessive.

In addition to the other charges to be made under the provisions of Paragraphs 11 and 12, there shall be

charged to the joint account, for each drilling ‘well, the salarics and expenses of Operator’s geologists

and engincers for that portion of their time applicable to such well.

18. Warchouse Handling Charges

14. Other Expenditures

Any other expenditure incurred by Operator for the necessary and proper development, maintenance, and operation
of the joint property.

1. Purchases

II. BASIS OF CHARGES TO JOINT ACCOUNT

Material and equipment purchased and service procured shall be charged at price paid by Operator, after deduction
of all trade discounts actually allowed or recéived.
2. Material Furnished by Operator
Material required for operations shall be purchased for direct charge to joint account whenever practicable, except
that Operator may furnish such material from Operator’s stocks under the following conditions:

A,

B.

New material (Condition “A'*)

{1) New material transferred from Operator’s warehouse or other properties shall be priced f. o. b. the
nearest reputable supply store or railway receiving point, where such material is available, at current
replacement cost of the same kind of material. This will include material such as tanks, rigs, pumps,
sucker rods, boilers, and engines. Tubular goods (2” and over), shall be priced on carload basis effec-
tive at date of transfer and £. o. b. railway receiving point nearest the joint account operation, regard-
less of quantity transferred. .

{2) Other material shall be priced on basis of a reputable supply company’s Preferential Price List effec-
tive at date of transfer and f. o. b. the store or rajlway receiving point nearest the joint account
operation where such material is available.

(3) Cash discount shall viot be allowed.

Used material (Condition “B” and “C”)

(1) Material which is in sound and serviceable condition and is suitable for reuse without reconditioning
shall be classed as Condition “B” and priced at 76% of new price.

(2) Material which cannot be classified as Condition “B” but which,

(a) After reconditioning will be further serviceable for original function as good secondhand
material (Condition “B”), or

(b) Is serviceable for original function but substantially not suitable for reconditioning, shall be
classed as Condition “C” and priced at 509 of new price. Casing angd tubing not suitable for its
original use but good enough to be used as secondhand line pipe shall be priced as secondhand
line pipe according to the provisions of this contract.

(3) Material which cannot be classified as Condition “B" or Condition “C” shall be priced at a value com-
mensurate with its use. .

(4) Tanks, derricks, buildings, and other equipment involving erection costs shall be charged at applicable
percentage of knocked-down new yrice,

3. Warranty of Material Fornished by Operator
Operator does not warrant the material furnished beyond or back of the dealer’s or manufacturer’s guaranty; and,

in case of defective material, credit shall not be passed until adjustment has been received by Operator from the manufac-
turers or their agents. :

4. Operator’s Exclusively Owned Facilities
The following rates shall apply to service rendered to the joint account by facilities owned exclusively by Operator:

A,

Water service, fuel gas, power, and compressor service: At rates commensurate with cost of providing and
furnishing such service to the joint account but not exceeding rates currently prevailing in the field where
the joint property is located.

Automotive equipmient: Rates commensurate with cost of ownership znd operation. Automotive rates
shall include cost of oil, gas, repairs, insurance, and other operating exsnse an? deprecintion; and charges
shall be based on use in actual service on, or in cennection with, the joint account operations. Truck, tractor,
and pulling unit rates shall include wages and expenses of driver,

A fair rate shall be charged for the use of drilling and cleaning-out tools and any other items of Operator’s
fully owned machinery or equipment which shall be ample to eover maintenance, repairs, deyreciation, and
the service furnished the joint property; provided that such charges shall not exceed those currently pre-
vailing in the field where the joint property is located.

Whenever requested, Operator shall inform Non-Operator in advance of the rates it proposes to charge.
Rates shall be revised and adjusted from time to time when found to be either excessive or insufficient.




IV. DISPOSAL OF LEASE EQUIPMENT AND MATERIAL

The Operator shall be under no obligation to purchase interest of Non-Operator in surplus new or secondhand ma-

terial. Derricks, tanks, buildings, and other major items shall not be removed by Operator from the joint property without the
approval of Non-Operator. Operator shall not sell major items of material to an outside party withont giving Non-Operator an

1.

opportunity either to purchase same at the price offered or to take Non-Operator's share in kind.

Material Purchascd by Operator

Material purchased by Operator shall be credited to the joint account and included in the monthly statement of
operations for the month in which the material is removed from the joint property.
Material Purchased by Non-Operator

Material purchased by Non-Operator shall be invoiced by Operator and paid for by Non-Operator te Operator imme-

diately following receipt of inveice. The Operator shall pass eredit to the joint account and include the same in the monthly
statement of operations.

Division in Kind
" Division of material in kind, if made between Operator and Non-Operator, shall be in proportion to their respective
interests in such material. Each party will thereupon be charged individually with the value of the material recéived or

receivable by each party and correspondiiig credits will he made by the Operator to the joint account, and such credits shall
appear in the monthly statement of operations. )

Sales to Qutsiders

Sales to outsiders of material from the joint property shall be credited by Operator to the joint accm;nt. at the net
amount collected by Operator from Vendee. Any claims by Vendee for defective material or otherwise shall be charged
back to the joint account, if and when paid by Operator.

V. BASIS OF PRICING MATERIAL TRANSFERRED FROM JOINT ACCOUNT

Material purchased by either Operator or Non-Operator or divided in kind, unless otherwise agreed, shall he valued

on the following basis: -

1.

4.

5.

New Price Defined

New price as used in the following paragraphs shall have the same meaning and application as that used above in
Section 111, “Basis of Charges to Joint Account.”
New Material

New material (Condition “A”), being new material procured for the joint account but never used thereon, at 1009
of current new price,

Good Used Material

Good used material (Condition “B"), being used material in sound and serviceable condition, suitable for reuse
without reconditioning,

A. At 16% of current new price if material was charged to joint account as new, or
B. At 759 of current new price less depreciation consistent with their usage on and service to the joint prop-
erty, if material was originally charged to the joint property as secondhand at 759 of new price.
Other Used Material )
Used material (Condiiion “C”), being used material which,
A. After reconditioning will be further serviceable for original function as good secondhand material (Condi-
tion “B”), or
B. Is serviceable for original function but substantially not suitable for reconditioning, at 509% of current new
price. Casing and tubing not suitable for its original use but good enough to be used as secondhand line
pipe shall be priced as secondhand line pipe according to the provisions of this contract.
Bad-Order Material
Used material (Condition “D”), being material which cannot be classified as Condition “B” or Condition “C”,
shall be priced at a value commensurate with'its use.
Junk
Junk (Condition “E"), being obsolete and scrap material, at prevailing prices.
Temporarily Used Material
When the use of material is of a temporary nature and its service to the joint account daes not justify the redue-
tion in price as provided in Paragraph 3B, above, such material shall be priced on a basis that will leave a net charge to the
joint account consistent with the value of the service rendered.

VI. INVENTORIES

Periodic Inventories

Periodic inventories shall be taken by Operator of the joint account material, which shall include all such material
as is ordinarily considered controllable by operators of oil and gas properties.
Notice .

Notice of intention to take inventory shall be given by Operator at least ten days before any inventory is to begin,
so that Non-Operator may be represented when any inventory is taken.
Failure to be Represented

Failure of Non-Operator to be represented at the physical inventory shall bind Non-Operator to accept the inventory
taken by Gperator, who shall in that event furnish Non-Opcrator with o copy thereof,
Reconciliation of Inventory -

Reconciliation of inventory with charges to the joint account shall be made by each party at interest, and a list of
overages and shortages shall be jointly determined by Operator and Non-Operator.
Adjustment of Inventory-

Inventory adjustments shall be made by Operator with the joint account for overages and shortages, but Oper-
ator shall only bé held accountable to Non-Operator for shortages due to lack of reasonable diligence.
Special Inventories :

Special inventories may he taken, at the expense of the purchaser, whenever there is any sale or change of interesi
in the joint property, and it shall be the duty of the party selling to notify all other parties hereto as quickly as possible after

the transfer of interest takes place. In such cases both the seller and the purchaser shall be represented and shall be
governed by the inventory so taken.

—



EXHIBIT “B¥

SCHEDULE SHOWING

DESCRIPTION OF ACREAGE AND OWNERSHIP OF LEASES ON ALL LANDS

INCLUDED IN THE SOUTH CROSSROADS UNIT
1EA COUNTY, NEW MEXICO

LEASE NO. AND

TRACT NO.OF EXPIRATION DATE
'NO. DESCRIPTION _ ACRES OF LEASE LAND OWNER RECORD OWNER_OF LEASE
W4 | |
1 SEL & ¥y & W2/NEL
of Sec. 10, » 480 E~7067 State of New Mexico Texas Pacific Coal and 0il Company
T-10-3, R-36-E | 1,-10-58
»  E2/NElL of Sec. 10, E-7103
T-10~S, R-36-E | 80 5-11~58 State of New Mexico Texas Pacific Ccal and 0il Company
3 SWs of Sec. 10, | , E-6551 |
! 160 10-10-57 State of New Mexico Union Oil Company of California

7-10-S, R=36-E
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TRACT
_XO.

1

DESCRIPTION

.%w\zwm of Sec. 10,

_50-8, R-36-E

gL, of Secs 10,
T-10-S, R-36-5

EXHIBIT “BY

SCHEDULE SHOWING
DESCRIPTION OF ACREAGE AND OWNERSHIP OF LEASES ON ALL LANDS
INCLUDED IN THE SOUTH CROSSROADS UNIT
1EA COUNTY, NEW MEXICO
LEASE NO
NO.OF EXPIRATION DATE
_ ACRES OF LEASE LAND OWNER RECORD OWNER OF LEASE
e _ .
?&o E~7067 gtate of New Mexico Texas Pacific coal and 0il Company
1,-10-58
E-7103
80 5-11-58 gtate of New Mexico Texas Pacific Coal and 0il Company
E-655k .
10-10-57 state of New Mexico Union 0Oil Company of California

160




: 640 ACRES SITUATED IN TOWNSHIP 10 SOUTH,

™ a ;
BEFORE THE OII. CONSHRVATION CL.MISSION ' :
CF THS STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING

CALLED BY THE OIL CCNSERVATICN COM-

MISSION OF NEW MEXICO FOR THE PURPOSE

OF CONSIDERING: CASE NC. 690
ORDER NC. R-480

THE APPLICATICN OF TEXAS PACIFIC

COAL AND OIL COMPANY FOR AN CRDER

APPROVING A PROPOSED UNIT AGREEMENT

FOR THE DEVELOPMENT AND OPERATION OF THE

SOUTH CROSSROADS UNIT ARFA CONSISTING OF

RANGE 36 EAST, NMPM, LEA COUNTY, NEW MEXICO. i

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 o'clock a.m. on May 19, 1954,
at Santa Fe, New Mexico, before the 0il Conservation Commission of New Hexico,
hereinafter referred to as tﬁ? "Commission",
r
NOW, on this 027 “day of May, 1954, the Commjssion, having before
it for consideration the testimony adduced at the hearing of said case, and
being fully advised in the premises,

FINDS:
(1) That due notice of the time and place of hearing and the purpose

thereof having been given as required by law, the Commission has jurisdiction
of this case and the subject matter thereof,

(2) That applicant's proposed unit plan will in principle tend to
promote the conservation of oil and gas and the prevention of wastq.

IT IS THEREFORE ORDERED:

That the order herein shall be known ass

THE SOUTH CROSSROADS UNIT AGREEMENT ORDER

SECTION 13 (a) That the project herein shall be lnown as the South
Crogsroads Unit Agreement and shall hereafter be referred to as the "Project.®

(b) That the plan by which the Project shall be operated
shall be embraced in the form of a unit agreement for the development and
operation of the South Croasroads Unit Area referred to in the Petitioner's
petition and filed with said petition, and such plan shall be known as the South
Crossroads Unit Agreement Plan.

SECTION 2: That the South Crossroads Unit Agreement shall be, and is
hereby approved in principle as a proper conservation measure; provided,
however, that notwithstanding any of the provisions contained in said unit
agreement, this approval of said agreement shall not be considered as waiving
or relinquishing in any manner any rights, duties, or obligations which are
now or may hereafter be vested in the New Mexico 0il Conservation Commission
by law relative to the supervision and control of operations for exploration
and development of any lands committed to said South Crossroads Unit Agree-~
ment or relative to the production of oil or gas therefrom.

SECTION 33 (a). That the Unit Area shall be:

NEW MEXICO PRINCIPAL MERIDIAN

Tovmship 10 South, Range 36 East
“ K11 of Section 10

containing 640 acres, more or less, adll of which are state lands.

(b) The Unit Area may be expanded as provided in !

' said Plan. %
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Page 23 Order F 90, Case 690 .

SECTION 4: That the Unit Operator shall file with the Commission
an executed original or executed counterpart thereof of the South Crossroads
Unit Agreement not later than 30 days after the effective date thereof.

SECTION 51 That any parby owning rights in the unitized substances
who does not commit such rights to said Umit Agreement before the effective

date thereof may thereafter become a party thereto by subscribing to such

" agreement or counterpart thereof. The Unit Operator shall file with the

Commission within 20 days an original of "any such counterpart.

SECTION 61 That this order shall become effective upon approval
of the Commissloner of Public Lands of the State of New Mexico and shall
terminate ipso facto on termination of said Unit Agreement. The last Unit

Operator shall Tmmediately notify the Commission, and the Commissioner of
Public Lands, in writing of such termination.

DONE at Santa Fo, New Mexico, on the day and year hereinabove
designated.

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

Edwin L. Mechem, Chairman

E. S. Wﬁj:z;f

Secretary

SEAL

4




BEFORE THE OIL CONSURVATION Co.MISSION
OF THE STATE OF N&W MEXICO

IN THE MATTSR OF THE HEARINOG

CALLED BY THE OIl, CONSERVATION COM-

MISSION OF NEW MEXICO FOR THE PURPUSH

OF CONSIDERINOY - CASE Ko, 690
ORDER NO, R-480

THE APPLICATION OF TBXAS PAGIFIC

COAL AND OIL COMPANY FOR AN ORDER

APPROVING A PROPOSED UNIT AOREEMENT

FOR THZ DRVELOPMENT AND OPEHATION OF THE

- BOUTH CROSSROADS UNIT AREA CONSISTING OF

61.0 ACRZ8 srrun'xn I TONNSHIP 10 soum,

ORDER_OF THE COMMISSION

BY THE CQRRIISSION:

This cause came on for hearing at 9 ¢'clock a.m. on May 19, 1954,
at Santa Pe, New Mexico, before the Oil Conservation Comuission of New Mexico,
hereinafier referred to as :{po tCommission®. .

NOW, on this -2/ day of May, 1954, the Commission, having before
it for consideration the testimony adduced atb the huring of said case, and
being fully advised in the premises,

FINDSs v

(1) That due notice of the time ‘axxl place of hearing and the purpose
thereof having been given as required by law, the Commisaion has jurisdiction
of this case and the subject matter thereof.

(2)' That applicant's proposed unit plan will in principle tend to
proacte the conservation of oil and gas and the prevention of waste.

It 13 THEREFORE ORDERED:

That the order herein shall be known asi
THE SQUTH CROSSROADS UNTT AQREEMENT ORDER

SECTION 1t (a) That the project herein shall be known as the South
Crossroads Unit Agreement and shall hereafter be referred to as the "Project.*

: (b) That the plan by which thse Project shall be operated
shall be embraced in the form of a unit agreement for the development and
operation of the South Crossroads Unit Area referred to in the Patitisnaxts

petition and filed with said petition, and such plan shall be known as the Scuth
Crossrocads Unit Agreement Plan.

: SECTION 2t That the South Crossroads Unit Agresment shall be, and is
héreby approved in principle as & proper conservation measure; provided,
however, that notwithstanding any of the provisions contained in said unit
Sgiesmsny, this approval of said agrsemsnt shall not be considered as waiving
or relinquishing ixn sny manner any rights, duties, or obligations which are
now or may hersafter be vested in the New Mexico (il Conservation Comsdgsion
by law relative to the supervision and control of operztions for exploration
and developmsnt of any lands committed to said South Crossroads Unit Agree-
zent or relative to the production of oil or gas therefrom.

SECTION 3t (a). That the Unit Area shall bes

NEW MEXIOC FPRINCIFAL AERIDIAN

Tomnship 10 South, Range 36 East
All o Sectiouﬁ'fé

containing 640 sores, moro or less, sll of which are stste lands.

(b) The Unit Area may be expended as provided in
said Plan.
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SECTION 41 That the Unit Operator shall file with the Commisaion
an exscuted original or sxeouted counterparv thereof of the South Croasroads
Uit Agresment not later than 30 days after the effeotive dats thereof. '

SBECTION 51 That any party owning rights in the unitiged substances
who doss not commit such rights to said Unit Agreement befors the offeotive
date thereof may thereafter bscose & party thereto by subscribing to such
agresnent or counterpart thereof. The Unit Operator shell file with the
Comedssion within 30 days an original of any such counterpart.

SECTION 63 That this order shall become effective upon approval
of the Comslssioner of Public lands of the State of New Mexico and shall
terxinate 4 faoto on termination of said Unit Agrecment. The last Unit
Operator Temediately notify the Commission, and the Commissioner of
Public lands, in writing of such termination.

DONE at Santa Fe, New Mexico, on the day and year hereinabove

 STATE OF NEW MEXICO
OTL COMSRRVATION COMHISSION

Edwin L. Mechem, Chairman

E. 8. Walker, Hember

R. R. Spurri.er,d Hember and
: Secretary

SEAL




BEFORZ THE OIL CONYIRVATION (..aMISSION
OF THE STATE OF NEW MUXICO

IN THE MATTER OF THE HEARING

GALLED BY THE OIL COKSERVATION GOM~

NISSIGH OF NEN MEXICO FOR THE PURPUSE

OF CONSIDERINO® CASE KO, 690
ORDER NO. R-480

THE APPLICATION OF TEXAS PACIFIC

COAL AND OIL COMPANY FOR AN ORDER

APPROVING A PROPOSED UNIT AGREEMENT

FOR THS DEVELOPMENT AND OPERATION OF THE

SOUTH CROSSROADS UNIT AREA CONSISTING OF

640 ACRRS SITUATED IN TOWNSHIP 10 SOUTH,

RANOE 36 EAST, NMPM, LEA COUNTY, NEW MEXICO.

CRDER_CF_THE COMMISSION

BY THE COMMISSIONS

This cause cams on for hearing &t 9 o'clock a.m. on May 19, 1954,

* at Santa Fe, New Mexioo, before the Oil Conservation Commission of New nuioo,
hereinafter referred to as tha "Couisaion"

KW, on this <2/ day of May, 1954, the Cosmission, having before
it for consideration the testimony adduced abt the hearing of uid case, and
being fully advised in the premises,

YINDS:

(1) That due notice of the tims and place of hearing ard the purpose

thereof having been given as required by law, the Commission has Jm‘dictiou
of this case and the subject matter thereof.

{2) That applicant's proposed unit plan will in principle tend to
promote the conservabion of oil and gas and the prevention of waste.

IT 18 THERBFORE ORDERED:
That the order heroin shall bo known as:
THE SOUTH CROSSROADS 'NIT AQREEMENT ORDER

SECTION 13 (a) That the project herein shall be kmownas the South
Crossrosds Unit Agreement and shall horeafter be referred to as the "Project.

(b) That the plan by which the Project shall be operated
shall be exbraced in the form of a unit agreement for the development and
opereation of s Scuth Cromsroads Unit Area referred to in the Patitioner's
petition and filed with said petition, and such plan shall be known as the Bouth
Crodsroads Unit Agreement Plan.

S8ECTIN 21 That the South Crossroads Unit Agresment shall be, and is
hereby approved in principls as & proper condervaiicn measurs; provided,
however, that notwithstanding any of the provisions contained in said umit
agresment, this approval of said sgreement shall not be considered as waiving
or relinquishing in any manner any rights, duties, or obligations which are
now or may hereaftor be vestad in the New Mexico Oil Conservation Commission
by iaw relative to the supervision and oontrol of operations for exploration
S and development of any lands commitied to eaid South Crossroads Unit Agree-~
‘ A zent or relative to the produstion of oil or gas thaorefrom.

SECTIN 3¢ (a). That the Unit Area shall Lei
HEW MBXRYCO PRINCIPAL MERIDIAN

Townahip 10 South, Range 26 East
AT of Seotion 10

oontaining 640 aores, more or less, &1 of whioch are state lends.

(b) The Unit Area may be expanded as provided in
sadd Plan. .
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9SCTION 4t That the Unit Operator shall file with the Commission
an exeow original or execsuted counterpart thereof of the South Orossroads
Unit Agreement not later than 30 days atter the effective date thereof.

SECTION 5: That any party owning righté in the unitised substances

' who does ToT Gomait such rights to said Unit Agreement befors the effeotive

dato thereof may thoreafter become & party thereto by subsoribing to swoch
agreedent or counterpart thereof. The Unit Operator shall file with the
Comnigsion within 30 days an original of any such ocounterpart.

i

BEGTICH 63 Toae thi r shall hacome sffective upon spproval

o

of the Comsiaslonsr of Public Lands of the State of New Hexico and shall
terminste 4 faoto on termination of said Unit Agresment. The last Unit
Cperator TEmediatély notify the Commission, and the Commigsioner of
Public Lands, in writing of such termination.

§
i

£
t

DONE at Samta Fe, New Nexico, on the dsy snd year hereinabove
designated. _

STATE OF NFW MEXICO
OTL, CONSBAVATION COMMISSTON
Edwin L. Mechem, Chairman

E. 8. \JQIMO?, Yenber

R. R. Spurrier, Mszber and
3ecretary

SEAL
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March 25, 1954

0il Conservation Commission —
P. 0. Box 871
santa Fe, New Mexico

Attn: Nancy Royal

Gentlemen:

4 I am enclosing herewith two copies of a proposed

Unit Agreement and a proposed Operating Agreement
o which should be attached as Exhibits A and B ,
2 respectively to the application I filed on behalf
= of Texas Pacific Coal and Oil Company last week,
for the approval of the South Crossroads Unit
Agreement. 1 assume that this application is
being processed for hearing at the regular April
meeting of the Commission.

Thanking you for your a sistance, 1 am

vy truly ypurs,
al \@w@kﬁl

o b

Nt Xm :
PR GG IR o HERSBEE

SRR

ampbell

i
[«
Q

B G oo

JMC:1le
¥nc.

cc: Mr., Eugene T. Adair, Vice President
and General Counsel
Texas Pacific Coal and 0il Co.

PRy e T CR AR
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OPERATING AGREEMENT

THIS AGREEMENT made and entered into as of the first
day of March, 1954; by and between Texas Pacific Coal and Oil
Company, a corporation (whose address is Box 2110, Fort Worth,
Texas), hereinafter sometimes referred to as "Operator', and
Union Oil Company of California, a corporation (whose address
is 200 Wilkinson-Foster Building; Midland; Texas); hereinafter

sometimes referred to as "Non-Operatori:

WITNESGSETH:

WHEREAs; the parties hereto have executed that certain
"nit Agreement for the Development and Operation of the South
Crossroads Area; Lea County; New Mexico", (hereinafter some-
times referred to simply as the "“Unit Agreement"); pertaining
to the following described lands; hereinafter sometimes referred
to as the Wnit Areai: |
All of Section Ten (lO); Township Ten
(10) South, Range thirty-six (36) East,
in Lea County, New Mexico, containing
640 acres of land, more or less;
and
WHEREAS, the parties hereto are the owners of o0il and
gas leases covering lands located within the above described
Unit Area: and
WHEREAs; with a view of preventing waste and of more
economically operating; for the production of o0il and gas, the
leases within such Unit Area which are owned by the parties
hereto, such parties desire to develop and operate jointly
said leases on the terms, covenants and conditions thereof
and hereof';
NOW, THEREFORE, in consideration of the premises and
of the mutual covenants and agreements herein contained, the
parties have entered into; and by these presents do enter

into the following agreements




L,

CONTRACT AREA

The leases owned by the parties hereto cover and apply
to the following described lands; which shall constitute the
Contract Area'l: |
All of Section Ten (10); Tovnship Ten -
(10) South, Range thirty-six (36) East,
in Lea County, New Mexico, containing
640 acres of land, more or less;

and

This Contract Area shall be developed and operated for
the production of o0il and gas by Operator, subject to the terms
and conditions of this Agreement, and the parties hereto hereby
commit to this Agreement their leases in the lands comprising
the Contract Area insofar as same cover and apply thereto.
‘Except as provided in Paragraph III hereof, the Contract Area
shall never be enlarged unless all parties hereto consent to
such enlargement.

1L,
INTEREST OF THE PARTIES

The interests of the parties in and to all the produc-
tion from the Contract Area and in and to the materials and

equipment to be installed therein and thereon shall be as

follows:
_ Undivided
Party Interest
Texas Pacific Coal and 0il Company 75%
Union Oil Company of California 25%

and all costs, expenses and liabilities accruing or resulting
from the development and the operation of the Contract Area
pursuant to this Agreement shall be determined, shared and
borne by the parties hereto in said proportions. Likewise,
any contributions (acreage; money, dry-hole or otherwise) made
to the_operator, or.any other party hereto; by reason of oper-

ations in the Contract Area, shall be shared by the parties

hereto in the same proportions,




ITY.

SUBSEQUENT_ JOINDER

Except by mutual consent of all parties hereto, no

‘owner of a working interest in any oil and gas lease covering

lands outside the Contract Area shall ever be permitted, by
reason of such ownership; to join in this agreement or to par-
ticipate in the production from the Contract Area unless (1)
the lease or interest therein which such owner desires to commit
td this agreement shall have been proven by actual drilling to
be productive of o0il or gas in commercial quantities; and (2}
such joinder is approved by parties hereto owning at least 90%
of the interest éet out in Paragraph II hereof., No such join-
der shail become effective until the owner of such leasehold
interest shall have; (1) executed the Unit Agreement; (2) exe~
cuted a counterpart of this agreement and an appropriate in-
strument committing such ownert!s leasehold interest to this

agreement; and (3) reimbursed each of the parties hereto, on a

‘mutually agreeable basis, for such owner's proportionate share

of all costé and expenses theretofore inéurred in developing
and operating the Cohtract Area, In the event of any such
joinder; the Contract Area shall be enlarged to inciude the
leasehold interest committed thereto by such owner, and the
schedule of participation set forth in Paragraph II shall be
revised to reflect such ownert?!s interest in the Contract Area
and the proportionately reduced interests of the other parties
hereto, |
IV,
AGREEMENT TO BECOME EFFECTIVE

Notwithstanding any other provisions of this agreement,
this agreement shall not become effective, nor shall Operator
incur any liability hereunder, unless on or before the well

commencement date set forth in Paragraph VI below, (1) this

- agreement shall have been executed by all parties named as

parties hereto, (2) all parties named as parties shall have

executed the Unit Agreement, and (3) such Unit Agreement shall




have been approved by the Commissioner of Public Lands of.the
State of New Mexico and his Certificate of Approval has been
executed and issued. Should this agreement become éffective;
it shéll be effective as of the date hereof,
_
TITLES
Any loss of title occurring under any lease contri=~
buted hereto shall be borne by the party who contributed such
lease to this agreement, provided ihat there shall be no retro-’
active adjustment of cost and revenue made prior to final
determination of such losss Loss of title shall mean only the
loss of a lease, or an interest therein, through a defect in
title. Loss of a lease through failure to obtain production
shall be borne by all parties in proﬁortion to their interest
in the Contract Area.
VI,
DESIGNATION OF OPERATOR AND_TEST WELL

Texas Pacific Coal and 0il Company shall be the
Operator hereunﬁér and as such, shall; (subject to the provi-
sions of Paragraph IV hereof) on or before sixty days from
this date commence or cause to be commenced the actual drill-
ing of a well for the discovery of oil and gas, at a mutually
agreeable location some where upon the land comprising the
Unit Area, and shall prosecute the drilling thereof with dili-
gence to a depth of 13;000 feet or to a depth sufficient to
test the Devonian formation expected to be encountered at
about said depth, unless oil or gas in paying quantities is
discovered at a lessér depth, or unless some formation or con-
dition is encountered at a lesser depth which would, in the
judgment of the parties hereto owning at least 75 of the
interest in the Contract Area, make further drilling unwar-

ranted or impracticable,



VII.
INSURANCE
Operator shall, at all times while operations are con~
‘ducted on the premises subject hereto, carry insurance to indem-
nify, protect and save thy parties hereto harmless, as follows:

a. Employers'! Liability and Workmen's Compensation Insur-
ance, in accordance with the laws of the State where
operations are being conducted.

b. Publie Liability Insurance with limits of not less
than One Hundred Thousand Dollars ($100,000.00) as to
any one person and Three Hundred Thousand Dollars
($300,000.00) as to any one accident.

¢. Automobile Public liability Insurance, with limits of _
not less than One Fundred Thousand Dollars ($100,000,00)
as to any one perscn and Three Hundred Thousand Dollars
($300,000.00) as t¢ any one accident, and Automobile
Property Damage Insurance with a limit of not less than
Fifty Thousand Dol.ars (350,000.00),

d. If steam boilers are used in connection with the oper-
ations hereunder, the Operator shall procure and main-
tain steam boiler and machinery explosion insurance
with limits of Fifty Thousand Dollars ($50,000.00) per
accident and the premiums therefor shall be treated
as a part of the attual cost of development and operations.

Ho other insurance is to be carried at joﬁnt expense and the
parties hereto shall assume their own risk, covering their res-
pective interests, on all other insurable risks.

VIII.

OVERRIDING ROYALTIES, OIL PAYMENTS, ETC.

If any oil and gas leases contributed to the Contract
Area herein are burdened with any royalties, overriding royalties,
payments out of production or any other charges in addition to
the usual one-eighth (1/8) royalty, the party contributing any
such lease shall bear and assume same out of the interest attrib-
utable to them or it hereunder.

IX.
LEASES

It is'understood that each of the o0il and gas leases
contributed by the parties covering the Contract Area is a New
Mexico State lease and each party hereto shall comply with all
nf the terms and provisions of the o0il and gas lease contri-
nuted by it insofar as the same pertains to the Contract Area,
subject, however, to the other terms and provisions of this

agreenent.,




| : X.
REMTAL PAYMENTS

.

Rach party holding an oil and gas lease subjected
to this agreement shall, before the due date, pay all delay
rentals which may become due under the lease or leases contri-
/ buted by it. The burden of paying such rentals shall fall
entirely upon the party required to make payment thereof here-
under. In event of failure to make proper payment of any
/ : delay rental through mistake, or oversight where such rental
| is required to continue the lease’in force (iﬁ being understood
that any such failure shall not be regérded as a title failure
within the meaning of any other section of this agreement)
there shall be no mdﬁey liability on the part of the party
failing to pay such rental, but such party shall make a bona
fide effort to secure a new lease covering the same interest,
and in event of failure to secure a new lease within a reason-

able time, the interests of the parties hereto shall be re-

vised so that the party failing to pay any such rental will
not be credited with the owneféhip of any lease on which
é rental was required but was not paid. Each party contribut-
ing an oil &nd gas lease or leases to this agreement shall
g notify each of the other parties contributing oil and gas
| leases hereto, at least ten (10) days prior to the due date,
that it has paid all delay rentals required to continue such
leases in full force and effect and will furnish copies of the
receipts evidencing such payments.
| XI.
CONTROL AND COST_OF OPERATION

Operator shall have full control of the premises
subjected hereto and, subject to the provisions hereof, shall
conduct and manage the development and operation of said
premises for the production of oil and gas for the joint ac-
count of the parties hereto. Operator shall pay and discharge
all costs and expenses incurred pursuant hereto, and shall
charge each of the parties hereto with its respective propor-

tionate share upon the cost and expense basis provided in

—6~
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the Accounting Procedure attached hereto, marked Exhibit "A",
and made a part herecof; provided, however, if any prqvision
of said Exhibit %A% conflicts with any provision hereof, the
latter.shall be deemed to control. FEach party hereto other
than Operator will promptly pay Operator such costs as are

hereunder chargeable to such party. Unless otherwise herein

provided, all producticn of oil and gas from said land, sub-

ject to the. payment. of applicable royalties thereon, and all
materials and eauipment acquired pursuant hereto shall ‘be

owned by the partiés hereto in the respective proportions as

- set out herein. Operator shall at all times keep the joint

interest of the parties hereto in and pd'the leases and equip-
ment thereon free and clear of all labor and mechanic's liens
and encumbrénces.
XII.
EMPLOYEES
The number of employees, the selection of’such
employees, the hours of labor and the compensation for Ser—

vices to be paid any and all such employees-shall be deter-

mined by Operator. Such employees shall be employees of

Opefafdr.‘
- XITI.
DRILLING OPERATIONS

All wells drilled on the Contract Area shall be
arilled on a competitive contract basis at the usual rates
prevailing in the field in which said leases are located.
Operator, if it so desires, may employ its own tools and equip-
ment in the drilling of wells, but in such event the charge-
therefor shall not exceed the prevailing rate in the fieid;
end such work shall be performed by Operator uﬁder the same
terms and conditions as shall be customary and usual in the

field in contracts of independent contractors who are doing

work of a similar nature. All drilling contracts shall contain

‘appropriate provisions that any wells drilled on the Contract

‘Area, when completed, shall not deviate in excess of five de~

grees from perpendicular.




X1V.
- AUTHORITY FOR_INCURRING OF EXPENDITURES

Operator, before incurring any items of expenditure
in excess of Five Thousand ($5,000.) Dollars, except expendi-
tures for the drilling and equipment of wells mutually agreed
upon, shall secure the express consent and approval in writing
of each Non-Operator, 0perator>shall, upon request, furnish
each Non-Operator with a copy of Operatorts Company authbriﬁy
for expenditures for any project costing in excess of One
Thousand Dollars (%1,000.00).

iV.

Notwithstanding any other provisions in this agree-
ment, it shall not‘be necessary for Operator to secure the
consent of any other ﬁarty hereunder to additional drilling
for the jdint account or to any expenditure over $5,000.00
for the joint account where, by reason of death, inéapacity;

disability, insolvency, bankruptcy, or other condition,

31mllar or d1351m113r, such other party is incapable of glVlng

such consent. In any such event, the determlnation of any
additional drilling and the extent thereof, and the determi-
nation of any expenditure made for the joint account amounting

to> more than $5,000,00, shall be in the sole judgment of Oper-

‘ator and the unaffected other parties, if any. Such judgment

shall be exercised without liability and, uniess fraudulently
exercised, shall be conclusive.
XVl.
OPERATOR'S LIEN

Operator shall have a ll‘n upon the interest of each

Non-Operator which is subjecte ed to this agreement, the oil and

&3]

gas therefrom, the proceeds thereof and the materials and equip-
ment thereon and therein to secure Operator in the payment of
any sum due to Operator hereunder from any Non-Operator. The
iien herein provided for shall not extend to any royalty

rights attributable to any interests subjected hereto.




XVII.
ADVANCES
Operator, at its eléction, may require'Non-Operators
t> furnish their proportion of the development and operating
costs according to the following conditions:
On or before the first day of each calendar month,
Operator shall:submit an itemized estimate of such costs for

the succeeding calendar month to Non-Operators., Within fifteen

——

15) days thereafter, Non-Operators sﬁall pay, or secure the
payment in a manner satisfactory to Opérator, their propor-
tionate share of such estimate.

~ Should any Non-Operator fail and neglect to pay or
secure the payment of its proportionéte part of such estimate,
the same shall bear interest at the rate of six per cent per
annum until paid. Adjustments between estimates and actual
costs shall be made by Operator at the close of each calendar

month atid the accounts of the parties adjusted accordingly.

SURPLUS MATERIAL AND EQUIPMENT

,“SQ?P}US materiél and equipment from the Contract
Aréa, when in the judgment of Operator is not necessary for
the development and operation of the leased premises, may be
divided in kind or, by mutual consent of the parties, be sold
to one of the parties hereto or to others for the benefit of
the joint account. Proper charges and credits shall be made
by Operator as provided in the Accounting Procedure attached
néreto as Exhibit %A%,

XIX.
DISPCSITION OF PRODUCTiON

At all times during the term hereof, each of the
parties hereto, his or its heirs, successors or assigns,
shall separately own and have the right of receiving in kind
and disposing »f his or its proportionate share of the oil,
gas and other minerals produced and saved from the premises
covered by this agreement. While a party hereto may consti-

, or one not a party hereto, his

-9




or its agént or representative to sell or dispose of his or
its proportionate shars of the production, any such agency
or representative capacity so created shall be revocable and
cancellable at will by either of the parties thereto, his or
its heirs, successors or assigns, Likewise, any contract of
sale or disposition made by any such party or person acting
as agent or representative of a party hereto shall be revoc-
aole and cancellable at the will of such party principail,
his or its heirs, successors or assigns. If, by reason of
any-party hereto taking in kind his or its proportionate
share of the oil, gas and other minerals produced and saved
from the §remises covered hereby, any additionmal operating
or other expense is incurred for(material, equipment or bthef—
wise, such additional exPense”shall be borne in its entirety
by the party or parties whose actions occssion such expense.
Operator shall have the right, without charge, to use what-
ever oil or gas méy in its judgment be necessary for develop-
ing or operating the joint property.
XX.
LIABILITY

The liability of the parties hereunder shali bé;
several and not joint or collective. Each party shall be
responsible only for its obligations &s herein set out, and

shall be lisgble for its proportionzate share of the cost of

‘ develbping and operating the premises subjected hereto. It

is‘expressly agreed that it is not the purpose or intention
of this agreement to create, nor shall the operations of the
parties hereunder be construed or conéidered as a Jjoint ven-
tﬁre, or as any kind of a partnership.
XXI.
ADDITIONAL DRILLING

'
3
s

; In the event any party desires towafiil ahy addi-

tiénal well or deepen or plug back a dry hole or non-commercial

'well drilled at the joint expense of thz parties, it shall

notify in writing the other party or parties hereto thereof,

and such party or parties shall have ten (1Q) days after
|

i ‘ o =10~



the receipt of such notice in which to determine and notify
the party giving such notice whether it or they will join in
such opefations. If the party or parties receiving such
notice clect (s) to particip=2te in saﬁe, it or they shall in
said time notify the party giving such notice of such election
and if 211 the parties hereto elect to join therein, the Oper-~
ator shall, within thirty (30) days after the elapse of said
ten-day (10) period, commence at the joint expense of the |
parties hereto operations on such well under the other sections
5f this contract and shall prosecute the same with diligence
in a workmanlike manner until said well is completed., If the
party or parties receiving such notic¢e notify (ies) in said
time the party glving notice of its or their election not to
participate in such operations, and failure ﬁo notify the
party giving such notice by telegram or through the mails of
its or their election t» join or nost to join‘in same shall be
deemed for the purpose hereof to be an election not to join

in the drilling or deepehing or plugging back of such well
the party giving such notice shall have the right to drill or
deepen of plug back such well at its cost and expense except
s herein specified; provided that operations on said well are
commenced within thirty (30) days after the elapse of said
ten-day (10) perind. The failure to commence such operations
within such thirty-day (30) period terminates the right of

the party giving such notice to commence suci. operations;
however, a second notice may be given, in which event, the
rights and duties of the parties will be governed by the
provisinons hereof with respect to such first notice. Any

well drilled under this Section shall conform to the then
existing well spacing program. The party or parties drilling
sr deepening or plugeing back any well under this Section
shall, within sixty days from the date of the completion there-
nf, furnish ths o?hér party or parties with an inventory of
the equipment in and on said well and with an itemized state-
ment of the cost of drilling,kdeepening, plugging back, equip-

ping, testing, and completing said well for production and

-1)-
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¢ach month thereafter during the time the participatiné party
or parties is or are being reimbursed, as hereinafter provided,
with an itemized statement of the cost of the operation of
said well and the quantity of minerals produced therefrom and
the amount of the proceeds from the sale of the working inter-
est production in the preceding month. ’ |

If such well when completed should be a commercial
broducer, the participating party or parties shall be entitled
to receive all the proceeds from the sale of non-participating
party s or parties' share of the working intéregpﬂprqduct}on
from such well until said party or parties drilling, deépeﬁing
or plugging back any such well shall have received from the
proceeds of the sale of non?participating party's or partiest
share of the produétion an amount equal to two times what non-
participating party's or parties! share of the cost of the
drilling, deepening, plugging back, equipping, testing, and
completing said well would have been had such party or
pa?ties sartiecipated, and one hundred per cent of the noh—
participating party's or partiest?! share of the cost of the
operation of said &ellvduring the time such reimbursement is
being made. Upon such reimbursement of d?illing party, ﬁaid
well shall be owned and'operated.as are other wells under this
agreement. If such well when completed should be a drynﬁble
or as a producer not in commercial quantities, the participat-
ing pérty or parties shall plug and abandon the same at its
or their cost. Participating party or parties under this
paragraph shall hold non-participating party or parties
free and clear of 2all costs, 2xpense and liability in con=
nection with the drilling, deepening or plugging back of
such well, In the event such participating party cr parties
18 or are unable to obtain from the non-participating partyt®s
or partiest' share of such production a sufficient amount to
repay such share of the QOSE of such drilling or deepening or
plugeging back plus such share of the cost of opératihg any -
such well as set forth above, such party or parties shall be

entitled to and shall own all such material, equipment and

~12«
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supplies placed or installed by it or them in or on the Con-
tract Area or any well in counnection with such drilling,
deebening of plugging back; provided that’if such materials,
equipment and supplies have a salvage value in excess of such
reimbursement figure hereinabove provided, such excess shall

be owned by the parties hereto in proportion to their inter-

_ests in the Joint Property. All other material, equipment

and,supplies{(including {but not by way of limitation) such

of any well prior to such additional driiling or deepening SEMMM
plugging back in accordance with the provisions of this clause,
shall be owned in accordance with the other provisions of this
agreenent.,

All sections of this contract that are applicable to
Operator hereundsr in conducting the development and operations
of the Contract Area shall be applicable to whichever party
becomes the Operator under this section.

XXII.
TRANSFERS OF INTEREST

No assignment, mortgage or other transfer affecting
the interest covered hersby, the production therefrom, or |
equipment thereon, shall be made unless the same shall cover
the entire undivided interest of assignor, mortgagor or seller

in the Contract Arsa; it being the intent of this provision to

maintain the joint development and operation of the Contract

Area, provided that thé sale of a lesser interest than the
sellert's entire undivided interest may be made upon the secur-
ing of the unanimous approval of the other party or parties

in writing. '

In the event any party desires to sell all»or any
part of its interest in the Contract Area, the other party or
parties hereto shall have a preferential right to purchase
same. In such event, the sclling party shall promptly commun-
icate to the other party or parties hereto the sffer received

by them or it from a prospective purchaser ready, willing and

-able to purchase the same, together with the name -and address

-13-




of such prOSpective purchaser, and said party or parties shall
thereupon have an option for a period of ten (10) days after
the receipt of said notice tp'purchase such updivided interest
for its or their own benefiﬁ on the terms and conditidns of
such offer; provided that any interesﬁ‘so acquired by more than
one party hereto shall be shared by the parties purchasing the

same upon the pbasis of their then existing interest in the

~ premises. In the-event of a sale by Operator of the interest

owned by it which is supject hereto, the holders of a majority
interest in the premises subject hereto shall be entitled to
select a new Operator, but unless such selection is made, the
transferee of the present Operator shall act as Operator here-
under. The limitations of this paragraph shall not apply
where any party nereto desires to dispose of 1its interest by

merger, reorganization, consolidation or sale of all its assets,

or a sale of its_interestrto a»subsidiary-or»parent company,

or subsidiary of a parent company, OT to any company in which
such“party‘hereto owns a majority of the stocks
- XXIIl.
RIGHTS OF THE PARTIES_TO INSPECT PROPERTY AND RECORDS

The following specific rights, privileges and obli-
gations of the parties hereto are hereby expressly provided,
but not by way of limitation or exclusion of any other right,
‘privilege and obligation of the respective parties:'

(a) Non-Operators shall have access U0 the entire
Contract Area at all reasonable times to in-
spect and observe operations of every kind

and character upon the property.

(b) Non-Operators shall have access at all reason-
able times to any and all information pertain-
ing to the wells drilled, production_secured,_

oil and gas marketed, and to the books, records
and vouchers relating to the operation of the
Contract Area.

(¢) Operator shall, upon request, furnish Non-
Operators with daily drilling reports, grue and
complete copies of well logs, tests and charts,

tank tables, daily gaug® and prun tickets, re-
ports of stock on nhand “at the first of the
month, and shall also, upon request, make avail-
able samples,and cuttings from any and all wells
Contract Area. -

drilled on the

~1l-




(d) 1In addition to the above enumerated items, Oper-
ator agrees to furnish any Non-Operator, upon
the latter's request, all information about the
Joint operations which is available to Operator

- and is necessary for intelligent handllng of the
joint operations, :

XXIV.
ABANDONMENT OF WELL

In case the initial well or any addiﬁional jointly
owned well or wells drilled hereunder shall prove to be a dry
~hole, then the Operator shall plug and abandon such well or
wells and salvage all material and equipment therefrom for
the benefit of the parties hereto in eccordance with the
provisione of said Exhibit “A®, No producing well nor one-
“that has ceased to produce shall be plugged and abandoned
without the consent of the parties hereto and if the parties
are unable to agree upon the abandonment of any well or wells
then the party or parties not desiring to abandon such well
“or wells shall tender to the party or parties desiring to
abandon same a sum equal to its or their proportionate share
in the reasonable salvage valueton top of the ground at the
well of the material and equipment in and on said well. Upon
receipt of such sum the party or parties desiring to abandon
such well shall transfer without warranty of title to the
party or parties desiring to retain the same, its or their
interests in the zone or formation from which said well is
then producing in and to the land attributed to said well by
the well pattern on which said well was drilled, except that
said assignment shall not include acreage upon which another
producing well is located. Any such assignment shall vest the
interest so assigned in the party or parties electing not to
abandon any such well. If there is more than one non-
abandoning party, such assignment shall run in‘favor of the"
nén-abandoning parties in proportion to their then respective
interests. The party or parties so assigning under this pro-

vision shall not be liable after delivery of such assignment

for any cost or expense incurred atter the delivery of said




assignment in connection with such well, but it or they shall

be liable for its or their proportionate part of the cost and
expense incurred before the delivery of said assignment.
XV,
SURRENDER OF LEASES

No lease embraced within the'Contract Area shall be
surrendered unless the parties mutuall§'agree thefeon. it
cne or more of the parties should desire to surrender any
lease or leases and any other or others not; the party or
parties desiring to surrender shall assign to the party or
parties not desiring to surrender its or their interest in
such lease or leases and assigning partyt's interest shall be
reduced proportionatély. The parﬁy or parties receiving any
such assignment shall pay the assigning party or parties the
reasonable salvage value on top of the ground at the well of
the assigning party's or partiest! proportionate part of the
equipﬁent in and on any well or wells on such lease or leases
on the date of any such assignment. If there be more than one
assignee such assigned interest shall be held by the assignees
in proportion to their then respective interests in the Contract
Area, .

XXVI,
EFFECTIVE PERIOD

This agreement shall become effective as hereinbefore

provided and shall remain in force for the full term of the

Unit Agreement, and may be terminated as a whole or in part only
by mﬁtual consent of the parties; provided, however, either party
may be relieved from its obligations and liabilities hereunder
not previously incurred by assigning and transferring to the
other party or parties all of its right, title and interest in
and to the o0il and gas rights under the lease or leases com-~
mitted hereto. The party feceiving any such assignment or as-
signments shall pay the assigning party or parties the reason-
able salvage value of its or their proportionate:part on top

of the ground at the well of the equipment in and on any well
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or wells on the Contract Area on the date of any such assignnn‘

ment or assignments. “If there be more than one assignee, said
assigned interest shall be held by the assignees in proportion

to their respective interests in the Contract Area.

XXVIT,
REGULATIONS

This agreement and the respective rights and obliga-
tions of the parties hereunder shall be subject to all valid
and applicable State and Federal laws, rules; regulations énd
orders and in the event this agreement or any provision hereof
is; or the operations contemplated hereby, are found to be
inconsistent with or contrary to any such law; rule, regulation
or order, the latter shall be deemed to control, and this agree-
ment shall be regarded as modified accordingly, and as so modi-

fied, to continue in full force and effect,

XXVIII,
NOTICES
All notices that are required or authorized to be
given hereunder except as otherwise specifically provided for
herein; shall - be given in writing by United States registered
mail or Vestern Union telegpam,Apostage or charges prepaid,
‘and addressed to the party to whom such notice is given at the
appropriate address given at the head of this contract. The '
originéting notice to be given under any provision hereof
shall be deemed given when received by the party to whom such
notice is directed and the time for such party to give any
response thereto shall run from the date the originating
notice is received. The second or any subsequent notice shall
be deemed given when deposited in the United States Post Office
or with Western Union Telegraph Company; with postage or charges
vrepaid.
XXTIX.
TAXES
Operator shall render, for ad valorem tax pufposes,

the entire leasehold rights and interests covered by this



contract and all physical property lOoated on the unit or

used in connection therewith, or such part thereof as may

be subject to ad valorem taxation under existing laws, or
which may be made subject to taxation under future laws; and
shall pay; for the benefit of the joint account; all such ad
valorem taxes atb the time and -in the manner required by law
which may be assessed upon or against all or any portion’of
such rights and interests and the physical property located
thereon or used in connection therewith. Operator.shall bill
Non~Operators for their proportionate share of such tax pay-

ments as provided by the Accounting procedure hereto attached.

XXX,
TUBULAR_GOODS

At such times as tubular goods and other equipment
can be purchased only at prices in excess of the limitations
imposed by the Accounting Procedure; Exhibit A", or such
tubular goods and other equlpment are not available at the
nearest customary supply point, Operator, notwithstanding such
limitations, shall be permltted to charge the joint account
with suoh costs and exoenses as may be reasonably incurred in
purchasing; shopplng, and moving the required tubular goods
and other equipnment to the premises covered by this agreement;
provided that each Hon-Operator shall be flrst given the op-
portunity of furnishing in kind or in tonnage, as the parties
may agree, his or its share of such tubular goods and other
equipment required. This exception to gaid limitations shall
be effective and shall apply only during such periods as the
prices for tubular goods and other equipment are in excess of
said limitations.

XXXI.
11ISCELLANEOUS PROVISIONS

The term ¥#oil and gas* as used herein shall include
casinghead gas and any other mineral covered by any oil and
gas lease subjected nere el

Operator shall not be liable for any loss of property

or of time caused by war, strikes, riots, fires, tornadoes,
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floods; governmental priorities on materials; or other
governmental restrictions, or resulting ffom any other cause
beyond its control through the exercise of reagonable dili-
gences

This agreement and Exhibit upn attached hereto con-
taih all of the terms as agreed upén by the parties hereto.

This agreement shall extend to and bind the parties
hereto and their respective successors and assigns. It is
agreed that thé terms, conditions and provisions'hereof shall

&ii constitute a covenant running with the lands and leasehold

estates covered hereby.

b3 3 xR £ s ) b b

IN WITNESS WHEREOF, the parties hereto have signed this

agreemenﬁ as of the day and year first hereinabove written.

TEXAS PACIFIC COAL AND OIL COMPANY

é By
% ATTEST: Fresident
Secretary -
UNION OIL COMPANY OF CALIFORNIA
| | By
ATTEST: . President

Secretary

s T




THE STATE OF TEXAS, |
County of Tarrant. }

On this" _day of _____ ’ 1954: before me

personally appeared C. E., Yager, to me personally known, who
being by me duly sworn did say that he is the President of
Texas Pacific Coal and 0Oil uompany, and that the seal affixed
to the foregoing instrument is the corporate seal of said
corporation and. that said lnstrument was signed and sealed in
behalf of said corporation by authority of its Board of
Directors, and said C. E. Yager acknowledged said instrument
to be the free act and deed of said corporation.

In witness whereof, I have hereunto set my hand and
affixed my official seal on thls, the-day and year first above
written.

My commission expires Notary Public
June 1, 1955,

THE STATE OF CALIFORNIA, 3

County of
On this day of : , 1954, before me
personally appeared , to me personally

known, who belng by me duly sworn did say:that he is the
President of-Union 0il Company of Callfornla, and that the seal
affixed to the foregoing instrument is the corporate seal of
said corporation and that said instrument was signed and sealed
in behalf of said corporation by authority of its Board of
Directors, and said acknowledged said in-
strument to be the free act and deed of said ccrpo;av*vn

In witness whereof, I have hereunto set my hand and
affixed my official seal on this, the day and year first above
written,

My commission expires:

(
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STAFFORD-LOWLON CO.

FORT WORYH, TEXLAS
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EXHIBIT A Y

Qmm..km...m..ﬁmmty,..&w...quz.......Iam...ﬁagif_i..g...ﬁf%l
and. 041 Corpany,. Qperator; Union 01l Company of California, ton=Uperater
ACCOUNTING PROCEDURE

(UNIT AND JOINT LEASE OPERATIONS)

I. .GENERAL PROVISIONS

Definitions ,
. The term “joint property” as herein used shall be construed to mean the subject arca covered by the agreement to
which thls “Accounting Procedure” is attached.
The term “Opetator" as Herein used shall be construed to mean the party designated to conduct the development and

operation of the leased premises for the joint account.

The term “Non-Operator” as herein used shall be construed to mean any one oxr more of the non-opemtmg parties.

Statements and Billings
Qperator shall bill Non-Operator on or before the tast day of each month for its proportionate share of costs and
expenditures during the preceding month. Such bills will be accompanied by statements, reflecting the total costs and
cliarges as set forth under Sub-Paragraph......... L AT below:
A. Statement in detail of all charges and credits to the joint account.
B. Statement of all charges and credits to the joint account, summarized by appropriate classmcations indica-
tive of the nature thereof,
C. Statements, as follows:
(1) Detailed statement of material ordinarily considered controllable by Operators of ocil and gas
properties;
(2) Statement of all other charges and credits to the joint account summarized by appropriate classifica-
tions indicative of the nature thereof; and
(3) Statement of any other recenpts and credits.

Payments by Non-Operator
Each party shail pay its proportion of all such bills within fifteen (16) days after receipt thereof. If payment is
not made within such time, the unpaid balance shall bear interest at the rate of six per cent (6%) per annum until paid.

Audits

Payment of any such bills shall not prejudice the right of Non-Operatar to protest or question the correctness
thereof. All statements rendered to Non-Operator by Operator during any calendar year shall be conclusively presumed to
be true and correct after eighteen months following the close of any such calendar year, unless within said eighteen months’
period Non-Operator takes written exception thereto and makes claim on Operator for adjustment. Failure on the part of
Non-Operator to make claim on Operator for adjustment within such period shall establish the correctness thereef and pre-
clude the filing of exceptions thereto or the making of claims for adjustment therecon. A Non-Operator, upon notice in
writing to Operator and all other Non-Operators, shall have the right to audit Operator’s accounts and records relating to
the accounting hereunder, within eighteen months next following the close of any calendar year. Non-Operator shall have
six months next following the examination of the Operator’s records within which to ‘take written exception to and make
any and all claims on Operator. The provisions of this paragraph shall not prevent adjustments resulting from the physical
inventory 6f property as provided for in Section VI, Inventories, hereof,

II. DEVELOPMENT AND OPERATING CHARGES

Subject to limitations hereinafter prescribed, Operator shall charge the joint account with the following items:
Rentals and Royalties

Delay or other rentals, when such rentals are paid by Operator for the joint account; royalties, when not paid
direct to royalty owners by the purchaser of the oil, gas, casinghead gas, or other products.

Labor, Transportation, and Services

Labor, transportation, and other services necessary for the development, maintenance, and operation of the joint
property. Labor shall include (A) Operator’s cost of vacation, sickness and disability benefits of employees, and expendi-
tures or contributions imposed or assessed by governmental anthority applicable to such labor, and (B) Operator’s current
cost of established plans for employees’ group life insurance, hospitalization, pension, retirement, stock purchase, thiift,
bonus, and other benefit plans of like na&pre, apphcab]e to Operator’s f{eld payroll; provided that the charges under Part
(B) of this paragraph shall not exceed. i¥i) & per cent (.10Z... %) of the tatal of such labor charged to the
joint account. One"half

Material )
Material, egpnpment, and supplies purchased or furnished by Operator, for use of the joint property. So far as it is

reasonably practical and consistent with efficient and-economical cporation, only such material shall be purchased for or
transferred to the joint property as required for immediate use, and the accumulation of surplus stocks shall be avoided.

Moving Materizl to Joint Property i

Moving material to the joint property from Vendox’s or from Operator’s warehouse in the district or from the other
properties of Operator, but in either of the last two events no charge shall be made to the joint account for a distance
greater than the distance from the nearest reliable supply store or railway receiving point where such material is available,
except by special agreement with Non-Operator.

Moving Surplus Material from Joint Property

Moving surplus material from the joint property to outside vendees, if sold f.0.b. destination, or minor returns to
Operator’s warchouse or other storage point. No charge shalt be made to the joint account for moving major surplus
material to Operator’s warchouse ox other storage point for a distance greater than the distance to the nearest reliable
supply stere or railway receiving point, except by special agreement with Non-Operator; and no charge shall be made to the
joint account for meving material to other properties belonging to Operator, except by special agreement with Non-
Operator.
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6. Use of Operator’s Equipment and Facilities
Use of and scrvice by Opervator’s exclusively owncd equipment and facilities as provided in Paragraph 4, of Section
111, “Basis of Charges to Joint Account.”

7. Damages and Losses

Damages or losses incurred by fire, flood, storm, or any other cause not controllable by Operator through the exer-
cise of reasonable diligence. Operator shall furnish Non-Operator written notice of damage or losses incurred by fire, storm,
flood, or other natural or accidental causes as soon as practicable after report of the same has been received by Operator.

8. Litigation, Judgments, and Claims )

All costs and expenses of litigation, or legal services otherwise necessary or expedient for the protection of the
joint interests, including attorney’s fees and expenses as hereinafter provided, together with all judgments obtained against
the joint account or the subject matter of this agreement; actual expenses incurred by any party or parties hereto in secur-
ing evidence for the purpose of defending against any action or claim prosecuted or urged against the joint account or the
subject matter of this agreement.

A. TIf a majority of the interests hereunder shall so agree, actions or claims affecting the Jomt interests here-
under may be handled by the legal staff of one or more of the parties hereto, and a charge commensurate
with the services rendered may be made against the joint account, but no such charge shall be made until
approved by the legal department of or attorneys for the respective parties hereto.

B. Fees and expenses of outside attorneys shall not be charged to the joint account unless authorlzed by the

majority of the interests hereunder.
9. Taxes

agreement, the production therefrom or the operation thereof, and which taxes have been paid by the Operator for the
benefit of the parties hereto.

10. Insurance . . .

A. Premiums paid for insurance carried for the benefit of the joint account, together with all expenditures
incurred and paid in settlement of any and all losses, claims, demages, judgrents, and other expenses, includ-
ing legal services, not recovered from insurance carriex. .

B. If no insurance is required to be carried, all actual expendiiures incurred and paid by Operator in settle-
ment of any and all losses, claims, damages; judgments, and any other expenses, including legal services,
shail be charged to the joint account.

11, District, Field and Camp Expense

A proportionate share of the salaries and expenses of Operator’s District and Field Superintendent(s), Foreman
and other general district and field operating and clerical employees (exclusive of Geologists, Landmen, Scouts, Attorneys,
and similar employees) engaged in drilling and production activities whose time is not allocated direct to the Joint Prop-
erty, and a proportionate share of expense of maintaining and operating district and field offices, cottages, camps and
housing facilities for employees and other facilities necessary for conducting the operations on the, Joint Property and
other leases owned and operated by the Operator in the same locality. The expense of, less any revenue from, such facili-
ties shall include depreciation, or a fair monthly rental in lieu of depreciation, on the investment. Such charges shall be
apportioned on one of the bases set forth below. The basis of apportionment agreed upon for this operation is that described
in Sub-Paragraph......... "M _below:

A. Flat rates per well per month as provided below:

(1) $eeee per month for each drilling well, beginning on the date the well is spudded and
terminating when it is on production or is plugged, as the case may be, except that no charge shall
be made during the suspension of drilling operations for fifteen (15) or more consecutive days.

(2) $oeeie per well per month for each producing well.

B. In the ratio of drilling and producing wells on the Joint Property to the total drlllmg and producing
wells on all properties supervised or served by the respective District, Field or Camp. Each drilling well
shall be considered equivalent to.................. producing wells.

C. On other equitable basis as may be agreed upon as described below:

To bs included in and made a part of Parsgraph Noe "12" below;

(For instructions, etc., applicable to the computation of well-basis charges, see Item 12-X.)
12. Overhead

Overhead charges, which shall be in lieu of any charges for any part of the compensation or salaries paid to man-
aging officers and employees of Operator, including the Division Superintendent, the enhaﬁhgaff and expenses of the divi-
sion office, and any portion of the office expense of the principal business office,/PaEFRICHALENBKin lieu of district or field
office expenses incurred in operating any such properties, B¥CEMY YK KPENSEE 6L OPEFFESKAFG TR d i K thE a6 el nient
andomerakinnof xaltt yxonerting; and Operator shall have the right to assess against the joint property covered hereby the
following overhead charges: :

A. $.500,00......... per month for each drilling well, beginning on the date the well is spudded and terminating
when it is oh production or is plugged, as the case may be, except that no charge shall be made during the
suspension of drilling operations for fifteen {16) or more consecutive days.

‘B. $.1080.00......... per well per month for the first five (6) producing wells,
Cc 3.9 + TN ner well per month for.ﬂauemnd.fma.(ﬁ‘.nmdmmmlh. k] prothicine ualla

over 5.

(For mstructtos ete., apphcable to the computation of well-basis charges, see Item 12-X.)

12.X. Instructions, Etc., Applicable to Computation of Well-Basis Charges
A. In connection with the overhead charges and allocation of district, field and camp expense, the status of
wells shall be as follows:

{1) In-put or key wells and water flood supply wells shall be treated the same as producing oil wells.

(2) Producing gas wells shall be treated the same as producing oil wells.

{3} Previously preducing wells permanently shut down, but on which plugging operations are deferred,
shall be dropped at the time the shutdown is affected. When such wells are being plugged, the pro-
ducing well rate shall apply during the time required for plugging operation,

(4) Wells being plugged back, worked over, redrilled ovr drilled deeper, requiring the use of a drilling
outfit, shall be treated the same as drilling wells.

All taxes of every kind and nature assessed upon or in connection with the properties which are the subject of this
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(b} Various wells may be shut down temporarily and later replaced on production. If and when a welt is
shut down (other than for proration) and not produced or worked upon for a period of a full calen-
der nmonth, it shall be dropped at the time shut down is affected, until such time it is placed back
on production; provided that a well completed productive and shut in during the period requived to
install equipment necessary to produce it shall be treated the same as a producing well. .

(6) Salt water disposal wells shall be treated the same as producing oil wells.

B. The above schedules on producing wells shall be applied to individual leases; provided that, whenever
leases covered by this agreement are operated as a unitized project in the interest of economic develop-
nient, the schedules shall be applied to the total number of wells, irrespective of individual leases.

The above specific rates may be amended from time to time by agreement betwecen Operator and Non-

Operator if, in practice, they are found to be insufficient or excessive.

D. In addition to the other charges to be made under the provisions of Pmagraphs 11 and 12, there shall be
charged to the joint account, for each drilling well, the salaries and expenses of Operators geologists
and engineers for that portion of their time applicable to such well,

Warechouse Handling Charges o .

Other Expenditures

Any other expenditure incurred by Operator for the necessary and proper development, maintenance, and operation
of the joint property.

1II. BASIS OF CHARGES TO JOINT ACCOUNT

Purchases

Material and equipment purchased and service procured shall be charged at price paid by Operator, after deduction
of all trade discounts actually allowed or received.
Material Furnished by Operator

Material required for operations shall be purchased for direct charge to joint account whenever practicable, except
that Operator may furnish such material from Operator’s stocks under the following conditions:

A. New material (Condition “A”)

(1) New material transferred from Operator’s warehouse or other properties shall be priced f. o. b. the
nearest reputable supply store or railway receiving point, where such material is available, at current
replacement cost of the same kind of material. This will include material such as tanks, rigs, pumps,
sucker rods, boilers, and engines. Tubular goods (2” and over), shall be priced on carloid basis effec-
tive at date of transfer and {. o. b, railway receiving point nearest the joint account operation, regard-
less of quantity transferred.

(2) Other material shall be priced on basis of a reputable supply company’s Preferential Price List effce-
tive at date of transfer and f£. o. b. the store or railway receiving point nearest the joint account
operation where such material is available.

- (2) - Cash discount shall-net be allowed. -
B. Used material (Condition “B” and “C”)
“77(¥) Matérial which is in sound and serviceable condition and is suitable for reuse without reconditioning
shall be classed as Condition “B” and priced at 75% of new price.

(2) Material which cannot be classified as Condition “B” but which,

(a) After reconditioning will be further serviceable for original function as good secondhand
material (Condition “B”), or

(b) Is serviceable for original function but substantially not suitable for reconditioning, shall be
classed as Condition “C” and priced at 509% of new price. Casing and tubing not suitable for its
original use but good enough to be used as secondhand line pipe shall be priced as secondhand
line pipe according to the provisions of this contract.

(3) Material which cannot be classified as Condition “B” or Condition “C” shall be priced at a value com-
mensurate with its use.

{4) Tanks, derricks, buildings, and other equipment involving erection costs shall be charged at applicable
percentage of knocked-down new price.

Warranty of Material Furnished by Operator
Operator does not warrant the material furnished beyond or back of the dealer’s or manufacturer’s guaranty; and,
in case of defective material, credit shall not be passed until adjustment has been received by Operator from the manufac-
turers or their agents.
Operator’s Exclusively Owned Facilities
The following rates chall apply to service rendex ed to the joint account by facilities owned exclusively by Operator:
A. Water service, fuel gas, power, and compressor service: At rates commensurate with cost of providing and
_furnishing such service to the joint account but not exceeding rates currently prevailing in the field where

tha ‘mnf prnpenv 1q iocaied,

B. Automotxve eqnipment: Rates commensurate with cost of ownership and operatlon Automotive rates
shall include cost of oil, gas, repairs, insurance, and other operating expense and depreciation; and charges
shall be based on use in actual service on, or in connection with, the joint account operations. Truck, tractor,
and pulling unit rates shall include wages and expenses of driver,

C. A fair rate shall be charged for the use of drilling and cleaning-out tools and any other items of Operator’s
fully owned machinery or equipment which shall be ample to cover maintenance, repairs, depreciation, and
the service furnished the joint property; provided that such charges shall not exceed those currently pre-
vailing in the field where the joint property is located.

D. Whenever requested, Operator shall inform Non-Operator in advance of the rates it proposes to charge.

E. Rates shall be revised and adjusted from: time to time when found to be either excessive or insufficient.
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1V. DISPOSAL OF LEASE EQUIPMENT AND MATERIAL

The Operator shall be under no obligation to purchase interest of Non-Operator in surplus new or secondhand ma-

terial. Derricks, tanks, buildings, and other major items shalt not be removed by Operator from the joint property without the
approval of Non-Operator. Operator shall not sell major items of material to an outside party without giving Non-Operator an
opportunity either to purchase same at the price offered or to take Non-Operator’s share in kind,

1.  Material Purchased by Operator
Material purchased Ly Operator shaH be credited to the joint account and included in the monthly statement of
operations for the month in which the material is removed from the joint property.
2.  Material Purchased by Non-Operator
Material purchased by Non-Operator shall be invoiced by Operator and paid for by Non-Operator to Operator imme-
diately following receipt of invoice. The Operator shall pass eredit to the joint account and include the same in the monthly
statement of aperations.
3. Division in Kind
Division of material in kind, if made between Qperator and Non-Operator, shall be in proportion to their respective
interests in such material. Each party will thercupon be charged individually with the value of the material received or
receivable by each party and corresponding credits will be made by the Operator to the joint account, and such eredits shall
appear in the monthly statement of operations.
4. Sales to Outsiders
Sales to outsiders of material from the joint property shall be credited by Operator to the joint account at the net
amount collected by Operator from Vendee. Any claims by Vendee for defectlve material or otherwise shall be charged
back to the joint account, if and when paid by Operator.
V. BASIS OF PRICING MATERIAL TRANSFERRED FROM JOINT ACCOUNT
Material purchased by either Operator or Non-Operator or divided in kind, unless otherwise agreed, shall be valued -
on the following basis: .
1. New Price Drefined
New price as used in the following paragraphs shall have the same meaning and application as that used above in
Section III, “Basis of Charges to Joint Account.”
2. New Material
New material {(Condition “A”), being new material procured for the joint account but never used thereon, at 100%
of current new price.
3. Good Used Material
Good used material (Condition “B”), being used material in sound and serviceable condition, suitable for reuse
without reconditioning,
A. At 76% of currcn® .ew price if material was chargeq to joint account as new, or
B. At 75% of current new price less depreciation consistent with their usage on and service to the joint prop-
erty, if material was originally charged to the joint property as secondhand at 159 of new price.
4. Other Used Material
Used material (Condition “C"}, being used material which,
A. After reconditioning will be further serviceable for original function as good secondhand material (Condi-
tion “B”), or
B. Is serviceable for original function but substantially not suitable for reconditioning, at 509 of current new
price. Casing and tubing not suitable for its original use but good enough to be used as secondhand line
pipe shall be priced as secondhand line pipe according to the provisions of this contract.
5. Bad-Order Material
Used material (Condition “D"), being material which cannot be classified as Condition “B"” or Condition “C”,
shall be priced at a value commensurate with its use.
6. Junk
Junk (Condition “E”), being obsolete and scrap imaterial, at prevailing prices.
7. Temporarily Used Material
C ... . When the use of material is of a temporary nature and its service to the joint account does not justify the redue-
tion in price as provided in Paragrapn 3B, above, such material shall be priced on a basis that will leave a net charge to the
joint account consistent with the value of the service rendered.
VI. INVENTORIES
1. Periodic Inventories
Periodic inventories shall be taken by Operator of the joint account material, which shall include ali such material
as is ordinarily considered controllable by operators of oil and gas properties.
2. Notice
Notice of intention to take inventory shall be given by Operator at least ten days before any inventory is to begin,
8o that Non-Operator may be represented when any inventory is taken.
3. Failure to be Represented
Failure of Non-Operator to be represented at the physical inventory shall bind Non-Operator to accept the inventory
taken by Operator, who shall in that event furnish Non-Operator with a copy thereof.
4.  Reconciliation of Inventory
Reconciliation of inventory with charges to the joint account shall be made by each party at interest, and a list of
overages and shortages shall be jointly determined by Operator and Non-Operator,
8. Adjustment of Inventory ]
Inventory adjustments shall be made by Operator with the joint account for overages and shortages, hut Oper-
ator shall only be held accountable to Non-Operator for shortages due to lack of reasonable diligence.
6. Special Inventories
) Special inventories may be taken, at the expense of the purchaser, whenever theve is any sale or change of interest
in the joiat property, and it shall be the duty of the party selling to notify all other parties hereto as quickly as possible after
the transfer of interest takes place. In such cases both the seller and the purchaser shall be represented and shall be
governed by the inventory so taken.
I S
Y. U
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UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION
OF THE SOUTH CROSSROADS UNIT AREA
LEA COUNTY, NEW MEXICO

THIS AGREEMENT, entered into as of the firsdt day of
March, 1954, by and between Texas Pacific Coal and 0il Company
and Union 0il Company of Califdrnia, sometimes hereinafter

referréd to as the "parties hereto?;

WITNESSETH:

WHEREAs; the parties hereto are the owners of working,
royalty or other oil or gas interests in the unit area subject
to this agreement; and

WHEREAS, the Commissioner of Public Lands of the State
of New Mexico (hereinafter referred to as the “Commissioner®)
is authorized by Acts of the Legislature (Chap. 88; Laws l9h3;
as amended by Chap. 162; Laws 1951) to consent to and approve
the development or operation of State Lands under agreements
made by lessees of State Lands jointly or severally with other
lessees where such agreements provide for the unit operation
or development of part of’or all of any oil or gas pool; field
or area; and

WHEREAs; the 0il Conservation Commission of the State of

| New Mexico (hereinafter referred to as the ¥Commission®) is auvthor-
M_g .~ ized by Act of the Legislature (Chap. 72, Laws 1935) to approve
% | this agreement and the conservation provisions hereof: and
WHEREAs; the parties hereto own the entire working in-

terest in the South Crossroads Unit Area covering the land

? hereinafter described, and therefore have effective control of
; operations therein: and

WHEREAS, it is the purpose of the parties hereto to
conserve natural resources; prevent waste, and secure other
benefits obtainable through development and operaticon of the
area subject to this agreement under the terms, conditions and
limitations herein set forth;

NOW, THEREFORE, in consideration of the premises and
promises herein contained; the parties hereto commit to this
agreement their respective interests in the below defined

unit area, and agree severally among themselves as follows:
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-1+ UNIT AREA, The following described land is hereby
designated and recognized as constituting the unit area:
A1l of Section Ten élO); Township:Ten (10) South;
Range Thirty-six (36) East, in Lea County, New
Mexico, containing 640 acres of land, more or less.
Exhibit #A" attached hereto is a map showing the unit
area and the boundéfies and identity of tracts and leases in said
area. Bxhibit "B" attached hereto is a schedule showing the acre-
age; percentage; and kind of 6wner§hip of the oil and gas inter~
ests in all land in the unit area. However; nothing herein or
”in~saidmscﬁédule,0rhmap shall ‘be construed as a representation

by any party hereto as to the ownefghiﬁ”;f“éﬁyigﬁﬁé}égf_aﬁhér"'“
than such interest or interests as are shown in said map or
schedule as owned by such party. If and whenever the unit area

is expanded by the procedure hereinafter set out, Exhibits #AW

and "B® ghall be revised by the Unit Operatér to conform with said
expansion.

The above described unit area shall when practicable be
expanded to include therein any additional tract or tracts fe-
garded as reasonably.necessary or advisable for the purposes of
this agreement. Such expansion shall be effected in the follow-
ing manner:

(a) Unit Operator, on its own motion or on demand of
the Commissioner or of any of the parties hereto owning; iﬂ the
aggrEgaQe;vsdﬂASf the oil and ga5+leasehold4estate in and to the
unit area; shall prepare a notiée of proposed expansion descfib-
ing the contemplated changes in the boundaries of the unit area,
the reasons therefor, and the proposed effective date thereof,

(b) Said notice shall be delivered to the Commissioner
and copies thereof mailed to the last known address of each
working interest owner, lessee; and lessor who have interests in
the unit area, advising that 30 days will be allowed for submis-
sion to the Unit Operétdfr5f any objections.

(c) Upon expiration ofbthe 30~day period provided in the
preceding item (b) hereof; Unit Operator shall file with the Com~
missioner evidence of mailing of the notice of expansion and a
copy of any objections thereto which have been filed with the

Unit Cperator,
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(d) After due consideration of all pertinent information,
the expancion shall become effective as of the date prescribed
in the notice thereof if and after (1) the same shall have been
approved by the Commissioner and (2) the owner of each leasshold
which has’beén added to the unit by reason of said expansion
shall have executed the within and foregoing unit agreement and
a codhterpart of the operating agréement covering said unit area,
and shall have reimbursed each of the parties hereto on a mutually
agreeable basis, fog'gﬁbh"owner'stproportionaﬁe-share of all costs
and expenses theféﬁbfore incﬁrred in developing and operating the
unit area; provided however, ‘that, except by mutual consent of
"all parties hereto, no such expansion of the unit area shall be
approved unless (1) each lease or inferest therein which is pron-
posed td be added to the unit area shall have been proved by
actual drilling to be productive of o0il or gas in commercial
quantities: and (2) such expansion is approved by the owners of
at least 90% of the oil and gas leasehold interest in and to the “ 1
unit area on a surface acreage basis.

All land committed to this agreement shall constitute
land referred to herein as flunit area®, "unjitized land® or
"land subject to this agreement™.

2. UNITIZED SUBSTANCES. All oil and gas in any and
all formations of the unitized land are unitized under the terms
of this agreement and herein are called #unitized substancest.

3., UNIT OPERATOR. Texas Pacific Coal and 0il Company, a
corporation, is hereby designated.as Unit Operator and by signa-
ture hereto commits to this agreement all interests in unitized ' -
substances vested in it 4s set forth in Exhibit ¥B#, and agrees
and consents to accept the duties and obligationg of Unit Opera-
tor for the discovery, development, and production of unitized
Substances as herein provided. Whenever reference is made herein
to the Unit Operator, such reference means the Unit Operator act-
ing in that capacity and not as an owner of interests in unitized
substances, énd the term “working interest owner" when used here-
in-shall include or refer to Unit Operator as the owner of a
working interest when such an interest is owned by it.

k. RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit

Operator shall have the right to reSign at any time provided
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a successor Unit Operator has been selected and approved and

has agreed to accep£ the duties aﬁd‘TOSponsiﬁiITtiﬁﬁ DT tHe " URIE ™ 7"
Operator effective upon the relinquishment of such duties and
responsibilities by the retiring Unit Operator. The resignation

of the Unit Operator shall not release the Unit Operator from

any liability or any default by it hereunder occurring prior to

tne effective date of its resignation.

Unit, Operator may,-upon default or failure in the per-
formance of its dﬁties or obligations hereunder, be subject to
removal by the same percentage vote of the owners of working
interests determined in like manner as herein provided for ﬁhe
selection of a new Unit Operator.. Such removal shall be effec-
tlve upon netice thereof to the Commissioner,

* The resignation or removal of the Unit Operator under
this égreement shall not terminate his right, title or interest
as the owneflof,aiworking intersst or other interest in unitized
-subsﬁances, but ﬁponlthe resignation or removal of Unit Operator
becdming'éffective; such Unit Operator shall deliver posseséion
of allféquipment,'matérials and appurtenances used in conduct-
ing the unit operatiOQS'and owﬁed~by~the working'interéét”
ownérs‘té the new dﬁiy'qualified successor Unit Operator or to
the owners thereof if no such new Unit Operator- 1s ‘elected,
to be used for the purpose of conductlng ‘unit operatlons here~
under. Nothlng;hereln uhall be construed as authorizing - ‘
rem§Va1'of an& méterial, equipment and'appﬁrtenances needed
for the preservation of any wells. |

5, SUCCESSOR UNIT OPERATOR. VWhenever the Unit Opera-
tor shall resign as Unit Operator or shall be removed as ﬁere-
inabove provided, the owners of the working interests according
to their respective acreage interests in all unitized land
shall by majority vote select a successor Unit Operatbr;
provided that, if a majority but less than 75 per cent of the
working interests qualified to vote are owned by one party to
this agreement, a concurring vote of sufficient additional
parties, so as to constitute in the aggregate not less than
75 per cent of the total working interest, shall be required

to select a new operator. Such selection shall not become

effective until (a) a Unit Operatar . .so. sclected shall accept
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in writing the duties and responsibilities of Unit Operator,

and (b) the sélection shall have been approved %y the Commis-
sioner, If no successbr Unit Operator is selected and qualified
as herein provided, the Coﬁmissioner at his e ection may declare
this unit agreement terminated.

6. ACCOUNTING PROVISIONS. The Unit‘Operatdr’shall pay
in the first instance all costs and expenses incurred in con-
ducting unit operations hereunder, and such costs and expenses
so paid by the Unit Operator shall be apportioned among and
borne by the owners of working interests and the Unit Operator
reimbursed in accordance with the operating agreement hereto-
fore entered into by and between the Unit Operator and the
ovners of working interests.

7. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Except
as otherwise specifically provided herein, the exclusive right,
privilege, and duty of exercising any énd all rights of the
parties hereto which are necessary or convenient for prospect-
ing for; producing; storing, allocating, and distributing of
the unitized substances are hereby delegated to and shall be
exercised by the Unit Operator as herein provided. Acceptable
evidence of title to said rights shall be deposited with said
Unit Operator and, together with this agreement; shall consti=-

tute and define the rights, privileges, and obligations of

‘Unit Operator. Nothing herein, however, shall be construed to

transfer title to any land or to any lease or operating agree-
ment; it being understood that under this agreement the Unit
Operator; in its capacity as Unit Operator, shall exercise
the rights of possession and use vested in the parties hereto
only for the purposes herein specified,

8, DRILLING TO DISCOVERY. On or before May 1,
l95h; the Unit Operator shall, unless it has already done so;
commence operations upon a test well for oil and gas at a
mutually agreeable location somewhere upon said Section 10;
Tovmship 10 South; Range 36 Last, Lea County; New Mexico;

and shall) prosecute the drilling thereof with due diligence
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to test the Devonian formation expected to be éncountered at the
approximate depth of 13,000 feet unless at a lesser depth unitized
substances shall be discovered which can bé produced in. paying
quantities or unless some formation or condition is encountered at
a lesser depth which would, in the Jjudgment of the parties hereto
owning at least 75 per cent of the working interest in the unit
area, make further drilling inadvisable or impracticable,

Any well commenced or completed prior to the effective
date of this agreement upon the unit area and drilled to the
depth provided herein for the drilling of said test well shall
be considered as complying with the drilling requirements here-
of. Upon failure to comply with the drilling provisions of
this section, the Commissioner may, after reasonable notice to
the Unit Operator and eacﬁ working ihterest owner at their last
known addresses, declare this unit agreement terminated.

9. PARTICIPATION AND ALLOCATION AFTER DISCOVERY. Upon
completion of a well capable of producing unitized substances in
paying quantities, the owners of working interests shall partici-
pate in the production there from and in all other producing wells

7 which may be drilled pursuant hereto in the proportions that
cheir respective leasehold interests on an acreage basis within
the unit area bear to the total number of acres committed to
ths unit agreement, and such unitized substances shall be deemed
to have been produced from each of the oil and gas leases
committed to this agreement; and for the purpose of determiniﬁg
any benefits accruing under this agreement and the distribution
of the royalty payable to the State of New Mexico each separate
lease shall have allocated to it such percentage of said pro-
duction as the number of acres in each lease included within ‘
the unit bears to the total number of acres committed hereto.

Notwithstanding any provision c¢ontained herein to the
contrary, each working interest owner shall have the right
and privilege, upon the payment or securing the payment of the
royalty interest thereon, of receiving in kind or of separately
disposing of its proportionate share of the gas and oil saved

from the unit area; provided, however, that in the event of the

failure or neglect of a non-operator to exercise the right and
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privilege of receiving in kind or of separately disposing of
its proportionate share of said production, Operator shall
during such time as such party elects not to receive in kind or
to sell and dispose of its proportionate share of production,
have the right. to purchase any such oil or gas for its own ac-
count at not less than the prevailing market price; or Operator
may sell the same to others, in which event each of the parties
hereto shall be entitled to receive payment direct for its share
of the proéeeds of all oil and gas so sold. In the event of
such sale, each of the parties shall execute proper division
orders or contracts of sale, and in such event as to any pro-
posed'contract of sale requiring delivery for a period in
excess of that usually demanded by a purchaser of production

of like grade and quantity in the area or in excess of one (1)
year, the contract must be approved or accepted by the other
party or parties. Any extra expenditure incurred by reason of
the delivery of such proportionate part of the production to
any party shall be borne by such party.

10. ROYALTY AND RENTAL PAYMENT. All royalties due
the State of New Mexico under the terms of the leases committed
to this agrééméﬁt shall be computéd and paid on the basis of
ail unitized substances allocated to the respective leases com-
mitted hereto; provided, however, the State shall be entitled
to take in kind its share of the unitized substances allocated
to the respeétive leaces, and in such case the Unit Operator
shall make deliveries of such royalty oil in accordance with
the terms of the respective leases.

If Unit Operator introduces gas‘obtained from sources
other than the unitized substances into any producing forma-
tion for the purpose of repressuring, stimulating or increasing.
the ultimate recovery of unitized substances therefrom; a like
amount of gas, if available, with due allowance for loss or
depletion from any cause may be withdrawn from the formation

into which the gas was intreduized royalty free as to dry gas
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but not as to the products extracted therefrom; provided, that,
such withdrawal shall be at such time as may be provided in a
plan of operations consented to by the Commissioner and approved
by the Commission as conforming to good petroleum engineering
practice; and provided further, that such right of withdrawal
shall terminate on the termination of this-unit agreement.

All rentals due the State of New Mexico shall be paid
by the respective lease owners in accordance with the terms of
their leases. »

‘ 11. CONSERVATION. Operations hereunder and production
of unitized substances shall be conducted to provide for the
most 2conomical and efficient recovery of said substances with-
out waste, as defined by or pursuant to State laws or regulations.

12, DRAINAGE. The Unit Operator shall take such approp-
riate and adequate measures consistent with those of a reasonably
| prudent operator to protect the unitized lands from drainage
from wells on lands adjacent thereto.

13. LEASES AND CONTRACTS CONFORMED AND EXTENDED.

Subject to the provisions of Section 13 (a) herein, the terms,
conditiohs and provisions of all leases, subleases, operating
agreements and other contracts relating to the exploration;
drilling, development or operation for oil or gas of the lands
committed to this agreement shall, upon approval hereof by the
Commissioner, be, and the same are hereby expressly modified
and amended to the extent necessary to make the same conform
to the provisions hereof, and so that the length of the second-
ary term as to such launds will be extended, insofar as necessary,
to coincide wibh the term of this agreement but otherwise to
remain in full force and effect in accordance with the pro-
visions thereof. Each lease committed to this agreement shall
continue in force beyond the term provided therein so long as
this agreement remains in effect, provided drilling operatidns
upon the initial test well nrovided for herein shall have been
commenced or said well is 3i:: the process of being drilled by
the Unit Operator prior to the expiration of the shortest term

lease committed to this agreement. Termination of this agreement

8w
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shall not affect a., lease whicﬁ puréuant to 2 terms thereof or
any applicable law shall continue in full force and effect thereafter.

13. {a) Any lease having only a portion of its lands
committed hereto shall be segregated as to the portion committed
and the portion not committed, and the terms of such lease shall
apply separately to such segregated portions commencing as of the
effective date hereof. In the event any such lease provides for
a lump sum rental payment, such payment shall be prorated between
the portions so segregated in'proportion'to the acreage of the
respective trgcts;‘ |

14. COVENANTS RUN WITH LAND. The covenants herein shall
be construed to be covenants running with the land with respect to
the interests of the parties hereto and their successors in in-
terest until this agreement terminates, and any grant, transfer,
or conveyance of interest in land or leases subject hereto shall
be and hereby is conditioned upon the assumption of all privileges
and obligations hereunder by the grantee, transferee, or other
successor in interest. No assignment or transfer of any working;
royalty or other interest subject hereto shall be binding upon
Unit Operator until the first day of the calendar month after
Unit Operator is furnished with the original, photostatic or
certified copy of the instrument of transfer.

15. EFFECTIVE DATE AND TERM. This agreement shall be-
come effective (1) upon execution of this agreement, prior to
April l,'l954; by working interest owners in the Unit Area own-
ing 90% of the working interest therein on an acreage basis, and
(2) upon approval by the Commissioner, and shall terminate in two
years after such date uniess {a}) such date of expiration is ex-
tended by the Commissioner, or (b) development operations are
then being conducted on lands comprising the unit area, or (c)

a discovery of unitized substances has been made cn unitized land
during said initial term or any extension thereof in which case
this agreement shall remain in effect so long as unitized sﬁb—
stances can be produced from the unitized land in paying quanti-
ties, and, should production cease, so long thereafter as diligent-
operationé are in progress for the restoration of production

or discovery of new production and so long thereafter as the
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| f unitized substances so discovered can be produced as aforesaid,
This agreement may be terminated at any time after the two year

t 4 f period or -any extensions thereof, by not less than 75 per cent

on an acreage basis of the owners of the working interests signa-

tory hereto with the approval of the Commissioner; .provided (1)

production of unitized substances in commercial quantities has

not been obtained from the unit area; or; having been obtained;

has ceased: and (2) development operations are not then being

conducted. » |

16. RATE OF PRODUCTION., All production and the disposal
thercof shall be in conformity with allocations; allotments and
quotas made or fixed by the Commission and in conformity with
all applicable laws and léwful regulations.

17. APPEARANCES. Unit Operator shall; after notice to
other parties affected; have the right to appear for and on behalf
of any and all interests affected hereby before the Commissioner
of Public Lands and the New Mexico Oil Conservation Commission
and to appeal from orders issued under the regulations of the
Commissioner or Commission or to apply for relief from any of
said regulations or in any proceedings relativé to operations
pending before the Commissioner or Commission; provided; howeVéf,
that any other interested party shall also have the right at his
: own expense to appear and to participate in any such proceeding.
: 18, NOTICES. All notices that are required or author-

ized to be given hereunder except as otherwise specifically
i : provided for hefein; shall be given in writing by United States
| mail or Western Union Telegram; postage or charges prepaid, and
addressed to the party to whom such notice is given as follows:

Texas Pacific Coal and 0il Company

P, 0. Box 2110

Fort Worth, Texas

Union Oil Company of California

200 Wilkinson~Foster Building

iidland, Texas
The originating notice to be given under any provision hereof
shall be deemed given when received by the party to whom such
notice is directed; and the time for such party to give any
response thereto shall run from the date the originating

notice is received, Tho second or any subsequent notice shall
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be decmed given when deposited in the United States Post Office

or with Western Union Telegraph Company, with postage or

charges prepaid.

19. UNAVOIDABLE DELAY. All obligations under this
agreement requiring the Unit Operator to commence or continue
drilling or to operate on or produce unitized substances from
any of the lands covered by this agreemznt shall be sﬁspended

while, but only so long as, the Unit Operator despite the

exercise of due care énd diligence is prevented from complying
with such obligations; in whole of in part; by strikes, war,
acts of God; Federal; State, or municipal law or agencies;
unavoidable accidents; uncontrollable delays in transportation;
inability to obtain necessary materials in open market;“or
other matters beyond the reasorable control of the Unit Opera-
tor whether similar to matters herein .—enumerated or not.

20, 10SS OF TITLE. In the event title to any tract
or unitized land or substantial interest therein shall fail
and the true owner cannot be induced to join the unit agreement
so that such tract is not committed t¢ this agreement or the
operation thereof hereunder becomes impracticable as a resuit
thereof; such tract may be eliminated from the unitized area.
In the event of a dispute as to the title to any royalty,
working or other interest subject hereto; the Unit Operator
may withhold payment or delivery of the allocated portion of
the unitized substances involved on account thereof without
liability for interest until the dispute is finally settled;
provigced that no payments of funds due the State of New Mexico
shall be withheld. Unit Operator as such is relieved from any
responsibility for any defect or failure of any title hereunder,

21, SUBSEQUENT JOINDER., Any oil or gas interest in
lands within thce unit area not committed hereto prior to the
submission of this agreement for final approval either by the
Commission or Commissioner may be committed hereto by the
owner or owvmners of such rights subscribing or consenting to
this agreement or executing a ratification thereof; and if
such owner is also a working interest owner; by subscribing

to any operating agreement affecting the allocation of costs
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of exploration, development ard operation, After operations

are commenced hereunder, the right of subsequent joinder by a

working interest owner shall be subject to all of the require-~

ments of any applicable operating agreement between the working

interest owners relative to the allocation of costs of explor-

ation, development and operation. A subsequent joinder shall

be effective as of the first day of the month,followingrthe
filing with the Commissioner and the Commission of duly exe~
cuted counterparts of the instrument or instrumenté committing
the interest of such owner to this agréement.

22, EXISTING OPERATING AGREEMENT. In the event of any

inconsistency or conflict between this unit agreement and the
contemporaneous operating agreement entered into by and between
the Unit Operator and the owners of working interests, this

unit agreement, to that extent only, shall prevail.

IN WITNESS WHEREOF, the undersigned parties hereto have

caused this agreement to be executed as of the dates of their

respective acknowledgments her

DESCRIPTION OF INTERESTS
COMMITTED TO SOUTH
CROSSROADS UNIT AGREEMENT
IN REFERENCE TO TRACT
NUMBERS IN EXHIBIT "B"
SIGNATURES ATTACHED TO UNIT AGREEMENT

TEXAS PACIFIC COAL AND OIL COMPANY
By

Tracts No. 1 and No, 2

President
ATTEST:

Secretary

UNIT OPERATOR

UNION OIL COMPANY OF CALIFORNIA

Tract No, 2
By :
President
ATTEST: |
Secretary
NON-OPERATOR
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THE STATE OF TEXAS, }
County of Tarrant.

On this day of __ ___ 1954, before me
personally appeared C. E, Yager, to me personally known, who
being by me duly sworn did say that he is the President of
Texas Pacific Coal and 0Oil Company, and that the seal affixed
to the foregoing instrument is the corporate seal of said
corporation and that said instrument was signed and sealed in
behalf of said corporation by authority of its Board of
Directors, and said C. E. Yager acknowledged said instrument
to be the free act and deed of said corporation.

- In witness vhereof, I have hereunto set my hand and
affixed my official seal on this, the day and year first above
written,

My commission expires : Notary Public
June 1, 1955.

THE STATE OF CALIFORNIA, 8

County of ‘
On this __. day of , 1954, bvefore me
personally appeared -y to me personally

known, who being by me duly sworn did say that he is the
President of Union 0il Company of California, and that the seal
affixed to the foregoing instrument is the corporate seal of
said corporation and that said instrument was signed and sealed
in behalf of said corporation by authority of its Board of
Directors, and said acknowledged said in-
strument to be the free act and deed of said corporation,

In witness whereof, I have hereunto set my hand and
affixed my official seal on this, the day and year first above
written.

My commission expires:
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SOUTH CROSS ROADS UNIT

SCALE: 1"=2000'

EXHIBIT A




EXHIBIT #BY
SCHEDULE SHOWING

DESCRIPTION OF ACREAGE AND OWNERSHIP CF LEASES ON ALL LANDS
INCLUDED IN THE SOUTH CROSSROADS UNIT

LEA COUNTY, NEW MEXICO

LEASE NO. AND

TRACT ‘NO.OF EXPIRATION DATE
NO. DESCRIPTION . ACRES OF LEASE LAND OWNER RECORD OWNER OF LEASE
Nw/4
1 SEL & ¥E%, & W2/NLL |
of Sec. 10, 480 E-7067 State of New Mexico Texas Pacific Coal and 0il Company
T-10-S, R~36-L 4-10-58 |
2 E2/NEL of Sec. 10, E-7103
T-10-3, R~36-E 80 5-11-58 State of New Mexico Texas Pacific Coal and 0il Company
3 SW4 of Sec. 10, E-6551,
T-10-3, R=-36-E 160 10~10-57 State of New Mexico Union Oil Company of California




CERTIFICATE OF APPROVAL
BY COMMISSIONER OF PUBLIC LANDS, STATE OF NEW MEXICO,
OF UNIT AGREEMENT FOR DEVELOPMENT AND OPERATION OF
SOUTH CROSSROADS UNIT AREA, LEA COUNTY, NEW MEXICO

There having been presented to the undersigned Commis~
sioner of Public Lands of the State of New Mexico for examina-
tion, the attached agreement for-the development and operation
of the South Crossroads Unit Area,-Lea County, New Mexico, dated
as of the first day of March, 1954, in which Texas Pacific Coal
and 0Oil Company is designated as Unit Operator and which has been
executed by parties owning and holding oil and gas leases embrac-
ing more than 90% of the lands within the unit area and upon exami-
nation of said Agreement the Commissioner finds:

(a) That such agreement will tend to promote the
conservation of o0il and gas and the better
utilization of reservoir energy in said area;

(b) That under the operations proposed, the State
will receive its fair share of the recoverable
0il or gas in place under its land in the area
affected:

(c} That the agreement is in

sther respects for ¢

best interest of the State;

(@) That the agreement provides for the unit oper-
ation of the area, for the allocation of
production, and the sharing of proceeds from
a part of the area covered by the agreement
on an acreage basis as specified in the
agreement,

NOW, THEREFORE, by virtue of the authority conferred
upon me by Chap. 88 of the Laws of the State of New Mexico, 1943,
as amended by Chap. 162 of the laws of New Mexico, 1951, I, the
undersigned, Commissioner of Public Lands of the State of New
Mexico, for the purpose of more properly conserving the oil and
gas resources of the State, do hereby consent to and approve the
said agreement, and all lecases embracing lands in the State of
New Mexico committed to said Unit Agreement shall be and the same
are hereby amended to conform with the terms thereof, and shall
remain in full force and effect according to the terms and con~
ditions of said agreement. This approval is subject to all of
the provisions of the aforesaid Chap. 88 of the Laws of the State
of New Mexico, 1943, as amended by Chap. 162 of the Laws of the
State of New Mexico, 1951,

IN WITNESS WHEREOF, this Certificate of Approval is exe-
uted, with seal affixed, this day of

mreg S ———— ’
T e

Commissioner of Public Lands
of the State of New Mexico




BEFORE THE OIL CONSERVATION COMMISSION
QOF THE STATE OF NEW MEXICO

IN THE MATTER OF THE APPLICATION

OF TEXAS PACIFIC COAL AND OIL

COMPANY FOR THE APPROVAL OF THE

SOUTH CROSSROADS UNIT AGREEMENT, CE: 2
SAID UNIT CONSISTING OF ALL OF - Case No. ;f?
SECTION 10, TOWNSHIP 10 SOUTH, :
RANGE 36 EAST, N.M.P.M. LBA =

COUNTY, NEW MEXICO, AND CONTAIN-

ING 64,0 ACRES MORE OR LESS.

i ' COMES NOW Applicant,fTexas Pacific¢ Coal & 0il Company,
and states:

1. Applicant is the ovmer of State of New Mexico
0il and Gas Leases E-7067 and E-7103 covering the N} and the SE#
of Section 10, Township 10 South, Range 36 East, Lea County, New
Mexico. )

2. Union 0il Company of California is the owner of
State of New Mexico 0il and Gas Lease E-~6554 covering the SW% of
Section 10, Township 10 South, Range 36 East, Lea County, New
Mexico. , ‘

3. Applicant and Union 0il Company of California have
entered into a Unit Agreement suvject to the approval of the Com-
missioner of Public Lands, and the 0il Conservation Commission of
New Mexico, by which the leasehold interest in all of Section 10
is to be unitized. A true copy of this Unit Agreement is attached
hereto and marked Exhibit A. o

4. Applicant and Union 0il Company of Califormnia have
entered into an Operating Agreement by which applicant is named
Operator for the unit, and a true copy of said Operating Agreement
is attached hereto and marked Exnibit B.

5. The approval of this Unit Agreement will provide
for development upon lands owned by the State of New Mexico, and
will result in the conservation of oil and gas and protect the
correlative rights of all owners of properties within the Unit area.

WHEREFORE, applicant requests the 0il Conservation Com-
mission of New Mexico to enter its order approving the South
Crossroads Unit Agreement in Section 10, Township 10 South,

Range 36 East, Lea County, New Mexico.

¢ Goal &
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