BLACK MESA UNIT AGREEMENT

UNION COUNTY, NE HMEXICO

THIS AGREEMENT, entersd into as of the 2Gihday of MARC Y.,
1946, by and between the parties subscribing or consenting hereto:

WITNESSEIH
WHEREAS, the parties subseribing hereto are the owmers of oper-
ating, royalty, or other oil or gas interests in the Unit Area subject to
this agreement; and

WHEREAS, it is the purpose of the parties hereto to conserve
natural resources, prevent avoidable waste and secure the other benefits
obtainable through development and operation of the Unit Area subject to
this agreement under the terms, conditions and limitations hereinafter set:
forth, under and pursuant to the provisions of Sections 17, 27, end 32 of
the Act of Congress approved February 25, 1920, entitled "An Act to Pramote
the Mining of Coal, Phosphate, 0il, 0il Shale, Gas and Sodium on the Public
Damain," li1 Stat. LL3, LL8, L50, as amended or supplemented by the Acts of
March L, 1931, L6 Stat. 1523, and August 21, 1935, L9 Stat. 676; 30 U.S.C.
226, 184, and 189; and

WHEREAS, the Commissioner of Public lLands of the State of New
Mexico is authorized by an Act of the legislature (Chap. 38, Laws 1943) to
consent to or approve this agreement on behalf of the State of New Mexico,
insofar as it covers and includes lands and mineral interests of the State
of New Mexico; and

WHEREAS, the 0il Conservation Commission of the State of New
Mexico is authorized by an Act of the Legislature (Chap. 72, Laws 1935) to
approve this agreement and the conservation provisions hereof';

NO#, THEREFORE, for and in consideration of the premises and
the pramises hereinafter contained, the parties subscribing hereto and the
parties consenting hereto agree as follows:

LAWS AND REGU- ls The Act of Congress, approved February 25, 1920,
TATIONS s suora, as amended, the Acts of the Legislature

of the State of New Mexico, (Chap. 72, Laws of
1935, and Chap, 88, Laws of 1943), and all pertinent regulations heretofore
and all pertinent and reasoneble regulations hereafter issued thereunder,
including operating and unit plan regulations, and not inconsistent with
the provisions hereof, are accepted and made a part of this agreement.

DEFINITIONS: 2, For all purposes of this agreement, certain
terms used herein are defined as follows:

(a) "Secretary" shall mean the Secretary of the Interior of the United
States and those persons or agencies duly authorized to act for end in his
behalf.

(b) M"Supervisor" shall mean the 0il and Gas Supervisor of the United
States Geological Survey and those persons or agencies duly authorized to
act for and in his behalf.

(c) "Commissioner" shall mean the Commissioner of Public Lands of the
State of New Mexico,

(d) "Commission" shall mean the 0il Conservation Commission of the
State of New Mexico and those persons duly anthorized to act for and in its
behalf,
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(6) ™Vorking Interest Owner" shall mean a party hereto whose interest
in the unitized substances under existing contracts and under this agreement
is subject to a charge for, or an obligation to pay a portion of the costs
and expenses of operations hereunder,

(f) "Royalty Owner" shall mean a party hereto or consenting hereto
whose interest in the unitized substances is free from any obligation, lia-
bility, or charge for and on account of the costs and expenses of operations
hereunder,

(z) "Paying Quantities” shall mean a quantity of the unitized sub-
stances sufficient to repay the cost of drilling, equipping and operating
the well and a small profit in addition thereto.

UNIIT AREA: 3. The following described lands situated in Union
County, New Mexico, are hereby designated and
recognized as constituting the Unit Area:

Principal Meridian, New Mexico

Township 30 North, Range 3¢ East

Sections 1, 2 and 3%

Section L, NEi’SE%} S%‘SE%

Sections 9, 10, 11, 12, 13, 1, 15 and 16.
Sections 21, 22, 23 and 2.

Tovmship 31 North, Range 36 East

Sections 1, 11, 12, 13 and 1.
Section 22, B SEF

Sections 23, 2, 25, 26 and 27.
Sections 3, 35 and 36.

Tovmship 32 North, Range %6 East

Section 36,

Township 30 North, Range 37 East

Sections 5, 6, 7 and 8.

Section 17, Lots 1, 2, 3, Wi NEF, M¥f,
N5 SWE, SWx SWE, MWr SE:.

Sections 18 and 19.

Section 20, Wi It

Township 31 North, Range 57 East

Sections 5, &6, 7 and 8,
Sections 17, 18, 19 and 20,
Sections 29, 30, 31 and 32.

Township 32 North, Range 37 East

Sections 20, 29, 30, 31 and 3%2.

Ares 3%3%,030,%6 acres, more or less.,

The Unit Operator, with the consent of the owners of a majority,
on an acreage basis, of' the working interest rights in the unitized land and
subject to the approval of the Secretary, the Commissioner and the Commission,
may enlarge the unit area to include other lands believed to be productive of
the wnitized substances, or may with like consent and approval, diminish the
unit area to exclude lands not in any participating area hereunder which are



believed to be barren of the wmitized substances,

Exhibit "A" attached hereto is a map on which is outlined the
herein established Unit Area, together with the ownership of the land and
leases in said Area, Exhibit "B" attached hereto is a schedule showing the
nature and extent of knowm ownerships of o0il and gas rights in all land in
the Unit Area, Said exhibits shall be revised by the Unit Operator whenever
any change in the unit area or ovmership of unitized interests renders such
change necessary, and revised exhibits shall be filed with the record of
this agreement.

UNITIZED SUBSTANCES LL. All oil, gas, natural gasoline and associated
ARD TAWD: fluid hydrocarbons producible from land subject

ta this agreement, in any and all sands ofr hori-
zons, are unitized under the terms of this agreement and hereinafter are
called "unitized substabces", The term "unitized land" whenever and wherever
used in this agreement is defined as and limited to that part of the land
within the unit area which, on the effective date hereof, has been committed
to this agreement or which, although not committed hereto on said effective
date, may be admitted to unitization through the subsequent execution hereof
as hereinafter provided in Section 2l;,

UNIT OPERATOR: 5« The Pure 0il Campany, an Ohio corporation, is
hereby designated as Unit Qperator and by signa-
ture hereto cammits to this agreement all interests in wmitized substances
vested in it and agrees and consents to accept the duties and obligations
of Unit Operator to conduct and manage the operation of said unit area for
the discovery and development of unitized substances as hereinafter pro-
vided, Herein whenever reference is made to the Unit Operator such reference
is understood to mean the unit operator acting in that capacity and not as an
owner of interests in unitized substances, and whenever reference is made to
an owner of unitized substances, such a reference shall be understood to in-
clude any interests in unitized substances owvmed by the Unit Operator.

The right to resign as Unit Operator may be exercised whenever
said Unit Operator is not in default under this agreement, but no Unit Oper-
ator shall be relieved from the duties and obligations of Unit Operator for
a period of 3 months after notice of intention to relinquish such duties and
obligations has been served on all owners of working interests and lessees
subject hereto, the Comissioner, and the Secretary of the Interior, unless
a new operator shall have been selected and approved and shall bave assumed
the duties and obligations of Unit Operator prior te the expiration of said
3-month periods The Unit Operator shall be subject to removal by the owners
of working interest rights in the unitized land in like manner as herein
provided for the selection of a new Unit Operator.

The parties hereto or a duly qualified new Unit Operator may
purchase &t its then depreciated market value all or any part of the equip-
ment, material, and appurtenances in or upon the land subject to this agree-
ment, owvmed by the retiring Unit Operator, in its capacity as such operator,
or make other arrangements satisfactory to the retiring Unit Operator for
the use thereof, provided that no such equipnent, material, or appurtenances
so selected for purchase shall be removed prior to the effective date of
Unit Operator's retirement. Any equipment, material, and apputrtenances not
so purchased or arranged for as to the use thereof within said time limit
and not necessary for the preservation of wells may be removed by the retir-
ing Unit Operator at any time within six (6) months after his relinquishment
or removal becames effective, but if not so removed shall become the joint
property of the owners of working interest rights in land then subject to
this agreement, The termination of any rights as Unit Operator under this
agreement shall not of jtself terminate any right, title, or interest which
the Unit Operator mey then have in the unitized substances, but the Unit
Operator shall have the right and option in connection with its resignation
to reassign or retransfer to its several predecessors in interest all of
its interest in the lands and leases severally acquired from them, together
with its working interest in the unitized substances, and upon such delivery



be discharged from any future liability as a working interest owner here-
under; seaid reassignments to be effective as to said transferee thereupon,
subject, however, to the approval of the Secretary as to transfers of inter-
est in lands of the United States and subject, however, to the approwval of
the Cammissioner as to interest in lands of' the State of New Mexico.

SUCCESSOR WHIT ’ 6. Whenever the Unit Operator shall discontinue or
OFERATOR 2 relinquish his rights as Unit Operator or shall

fail to fulfill his duties and obligations as
Unit Operator under this agrsement, the owners of the majority of the
unitized working interests in the participating area on an acreage basis,
or the ovmers of working interasts according to their total acreage inter-
ost in unitized land included in the unit area until a participating area
shall have been established, shall sclect a new Unit Operator; provided,
that if less than a three~fourths majority of the working interest rights
which are at any time qualified to vote in selecting a new Unit Operator are
owned by one party to this agreement then a vote of at least two owners of
working interests qualified to vote shall be required toselect a new oper=
ator., Such selections shall not become effective until (a) a Unit Operator
s0 selected shall agree and consent in writing to accept the duties and re-
sponsibilities of Unit Operator, and (b) the selection shall have been
approved by the Secretary and the Comnissioner. In the absence of the
selection of an acceptable Unit Operator by the working interest owners
within three (3) months after notice by Unit Operator of intention to re-
linquish its rights as Unit Operator, this unit agreement shall automati-
cally terminate at the expiration of said three (3) months period; pravided,
however, that should a participating area or areas have been established and
production of the unitized substances taken therefrom, effective only as to
the lands within the participating area or areas, the said three month per-
iod shall be extsnded to onc year if so required by the Secretary or the
Commissioner,

RIGHTS AND 7« Bxcept as hereinafter specified, the exclusive

OBELIGATIONS richt, privilege, and duty of exercising any and
OF all rizhts oi the parties signatory hereto which

UNIT OPERATOR: are necessary or convenient for prospecting for,

producing, storing, and disposing of the unitized
substances are hereby vested in the Unit Operator and shall be exercised by
said Unit Operator as provided in this agreement. Acceptable evidence of
title to said rights shall be deposited with the Unit Operator and together
with this agreement, shall constitute and define said Unit Operator's right,
privileges and obligations in the premises; provided that nothing herein
shall be construed to transfer any title of any kind, it being understood
that under and pursuant to this agreement the Unit Operator, in its capacity
as such, shall exercise the rights of possession and use vested in the
parties hereto only and exclusively for the purposes herein specified, The
Unit Operator shall, subject to and in accordance with the terms and pro-
visions of the operating agreement hereinafter referred to, pay all costs
and expenses of operations with respect to the unitized land, and shall
charge such costs to the account of the ovmers of working interest rights
in the unitized land in accordance with said opesrating agreement; no portion
of such costs to be charged to the royalty owmers, as such,

The developmont end operation of and upon any portion of the
unitized land under the terms hereof shall be deemed full performance by
Unit Operator of all obligations for such development and operation with
respect toeach and every part or separately owmed tract subject to this
agreement, regardless of whether there is any development of any particular
part or tract ol the unit area, notwithstanding anything to the contrary in
any lease, operating agreement or othsr contract.

DRILLING 8, 3ithin six months after the effecitive date of

TO this agreement, Unit Operator shall begin operase
DISTOVERY: tions on the unitized lamnd to drill an adequate

test well at a location to be approved by the

oy



Supervisor, if such location is upon lands of the United States, or to be
approved by the Comission if upon State or patented lands, and thereafter
continue such drilling diligently until said well shall have been drilled
to a depth not less than 6,000 feet unless a deposit of unitized substances
which can be produced in paying quantities shall be discovered in said well
at a lesser depth, or unless formation is encountered which would render
further drilling inadvisable or impracticable., If said first well, drilled
as aforesaid, fails to result in the discovery of unitized substances cap-
able of being produced in paying quantities, Unit Operator or his successor
shall thereupon commence within six (6) months after the campletion of the
former well, and drill diligently, ons at a time, additional wells until a
well capable of producing unitized substances in paying quantities is com-
pleted to the satisfaction of the Supervisor and Commissioner, or until it
is reasonably proved that the unitized land is -incapeble of producing the
unitized substances in paying quantities, provided, that the Secretary and
the Commissioner may grant extensions of time for the commencement of any
such well, and provided further that nothing herein contained shall preclude
any Operator from effectively resigning as provided in Section 5 hereof be-
fore any obligation to commence a second or subsequent well accrues here-~ -
under, and be relieved of the obligation to commence such well, Upon fail-
ure to comply with the drilling requirements of this section this unit agree-
ment will be subject to cancellation after reasonable notice by the Secretary
and the Commissioner.

PLAN OF 9. Within sixty (60) days from completion of a well
DEVELOPMENT capable of producing the unitized substances as
AND OPERATION: aforesaid, Unit Operator shall submit for the

approval of the Supervisor, the Cammissioner and
the Canmission, an acceptable plan of development and operation for the Unit
Area, which plan or subsequent modifications thereof, when so approved,
shall constitute the further drilling and operating obligations of the Unit
Operator, Reasonable diligence shall be exercised by Unit Operator in com-
plying with any plan of development approved hereunder. Seid plan for fure
ther development and operation on like approval shall be modified from time
to time whenever necessary to meet changed conditions or to protect the ine-
terests of all parties to this agreement and thefurther obligations of the
Unit Operator shall be conformed thereto; provided further that in no event
shall the Unit Operator under any such plan, or otherwise, be under any ob-
ligation to drill any well to any formation that does not afford a fair
possibility for encountering the unitized substances in paying quantities,
Well drilling opsrations, including well completions, producing practices
and well abandonments, shall be in accordancs with the Plan of Development
and Operation. All operations hereunder shall be subject to the approval
by the Supervisor as to wells on federal land and by the Commission as to
wells on state and patented land,

During any period when it shall appear that an acceptable plan
of development cannot be adopted because of the inability of the Supervisor,
the Camissioner and the Cammission to agree upon the terms thereof, the
Unit Operator mey, in accordance with the applicable regulations referred
to in Section 1 hereof, proceed with reasonable diligence to drill other
wells to determine the limits of production and to develop the productive
portion of the unit area, and may and shall oporate all productive wells in
conformity with good operating practices, and the conservation principles
of this agreement.

PARTICIPATION 10, Upon completion of a productive well as afwesaid,
AFTER Unit Operator shall submit for the approval of the
DISCOVERY : Secretary, the Commissioner and the Commission, a

schedule, based on sub-divisions of the public land
survey, of unitized lands then regarded as reasonably proved to be produc-
tive of unitized substances in paying quantities; all unitized land in said
schedule, when approved, to constitute a participating area effective as of
the date of first production. Said schedule shall set forth the percentage
acreage interest of each owner of rights in the participating area thereby
established., Such percentage acreapge interest shall govern the allocation
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of production from and after the date the participating area becomes effec-
tive and until the date of the effectiveness of an approved revision there-
of, i/ith the approval of the Secretary, Commissioner and the Commission, a
separate participating area may be established for any separate deposit of
unitized substances or Tor any group of such devosits. The participating
area or areas so established shall be revised from time to time, in like
manner and subject to like approval: {a) whenever such action appears
proper as a result of further drilling operstions, to include additional
unitized land then regarded as reasonably proved to be productive in paying
quentities, or (b) whenever, pursuant to Section 2} hereof, but subject to
the approval therein provided for, any tract known or believed to be produc-
tive in paying quantities becomes eligible for inclusion in a participating
area; and a new schedule of percentage acreage interests conformable to such
revision shall thereupon be fixed, The effective date of any such enlarge=-
ment shall be the date of first production from the well which reasonably
demonstrates the productivity of the additional unitized land included, ex-
cevt that for an enlargement to embrace a tract rendered eligible for inclu=-
sion through the operation of the provisions of said Section 2l the effective
date shall be the first day of the calender month next following the date of
the approval provided for in said Section 2lj, Additional unitized land ine
cluded in an enlargement of a participating area may, but need not, be con-
tiguous to the unitized land previously embraced thereby. Should further
development following the establishing of separate participating areas
demonstrate the existence of a single deposit of unitized substances rather
than separate deposits, then the two or more participating areas may be con-
solidated as a single participating area; the effective date of such consol-
idation to be the date of first production from the well which demonstrates
the continuity of the single deposit, MNo land, or any interest therein,
once included in a participating area shall be excluded from such particie
pating area on account of depletion of the unitized substances therefrom or
for any cause save loss of title, In the event title to a tract of unitized
land once included in a participating area or any portion thereof, or any
interest thcrein, divided or undivided, should fail, then the net interest
only on which title has failed shall be excluded from the participating area
unless the owners of a majority, on an acreage basis, of the working interest
rights in the participating area affected, deem impracticable the continued
operation of the remaining portion of said tract, or the remaining interest
therein as a part of said participating area, in which event the entire
tract and all interest therein shall be excluded; otherwise, said tract, ag
to the portion thereof, or the net interest therein to which the title shall
not have failed, shall retain its character as unitized land and continue as
a part of said participating area, notwithstanding any other provision here-
of . The eoffective date of any revision of a participating area occasioned
by loss of title shall be the date of the final determination of the
question of title, by judgment, decree, settlement or otherwise, unless by
the terms of such determination a different date be specified, It is the
intent of this Section that the participating area or areas shall at all
times represent as nearly as possible the area known or reasonably estimate
ed to be, or to have been, productive in paying quantities; but, regardless
of any increase, decrease or consolidation of any participating areas,
nothing herein contained shall be construed as requiring any retroactive
apportiomment of any sums accrued or paid for production obtained prior to
the effective date of a revision thersof,

Until a participating area or areas has or have been established
as herein provided, or in the absence of agreement at any time between the
Unit Operator, the Secretary, the Commissioner, and the Commission as to
the proper boundaries of a participating area, the portion of all payments
affected by such absence of agreement, except the royalties due the United
States and the State of Hew Mexico, may be impounded in a manner mutually
acceptable to the owners of working interest rights in unitized land,

DEVELOPMENT OF 11. It is understood that the owners of working in-
0 E terest rights in the unitized land are entering
THE _ into an operating agreement pertaining to mate
PARTIC IPAT (NG ters of interest only to owners of working ine
AREAs terest rights therein, which operating agreement

is and shall be subordinate to the provisions of
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this unit agreement concerning operations and development in the unit area.
Subject hereto, all drilling and development operations shall be conducted
upon unitized land in accordance with the provisions of said operating
agreement. In the event, pursuant to said operating agreement, a well be
drilled by the Unit Operator, or by a working interest owner other than

Unit Operator, upon unitized land not within a participating area, then (a)
if such well results in production of unitized substances in quantities
sufficient to justify inclusion of additional lands in a participating area
either the land reasonably believed to be proven productive shall be added
to an established participating area, or, if a separate deposit is discover-.
ed, a separate participating area shall be established, in the manner pro-
vided in Section 10 hereof, and the investment costs incident to the drill-
ing and operation thereof shall be bhorne by certain owners of working inter-
est rights as provided in said operating agreement; or (b) if such well be
non-productive of unitized substances or results in production of unitized
substances in producible quantities but in quantities insufficient to jus-
tify the inclusion of such well and the tract upon which it is located in a
participating area, neither such well nor the tract upon which it is located
shall be added to a participating area, or included in a separate partici-
pating area, but the investment costs incident to the drilling thereof, and
if produced to the operation thereof, shall be horne by certain working in-
terest owners on the basis provided in the aforementioned operating agree-~
ment; in such case, such well, if produced, shall be produced subject to the
drilling and producing requirements hereof, end royalties in amount or wvalue
of prodwetion from such well, as well as rental charges, if any, as speci-
fied in the lease affected, shall be paid to the lessor therein by the party
operating said well, The determination as to the capacity of wells drilled
hereunder shall be made by the Unit Operator whose judgment exercised in
good faith shall be binding and conclusive when approved by the Secretary

of the Interior and the Commissioner,

ALLOCATION 12. Subject to the provisions of Section 11, all
OF unitized substamces produced under this agree=-

PRODTETION ment, except any part thereof unavoidably lost,

ROYALTIES: or used for production and development purposes

hereunder, which may be so used by the Unit
Operator royalty free, shell be deemed to be produeed equally on an acreage
basis from the several tracts of land of the same participating area, and
for the purpose of determining any benefits that accrue on an acreage basis
as a result of operations under this agreement, each such tract shall have
allocated to it such percentage of said production as its area bears to the
said participating area of which it is a part, Unitized substances produced
from any participating area and used in canformity with good operating
practice under an approved plan of operation for repressuring or cycling in
the same participating area shall be free from any royalty charge.

If Unit Operator introduces gas obtained from sources other
then the unitized substances into any participating area hereunder for use
in repressuring, stimulation of production or increasing ultimate recovery
in conformity with a plan first approved by the Supervisor, the Commissioner
and the Comission, a like amount of gas less a due allowance for gas con=-
suned in plent operations or umavoidably lost may be drawn from the forma-
tion into which the gas was introdwced royalty free as to dry gas but not
as to the products extracted therefrom, provided that such withdrawal shall
be at such time as may be provided in the plan of operation or as may other=
wise be consented to by the Supervisor, the Coomissioner and the Cammissgion,
as confoming to good petroleum engineering practice, and provided further
that such right of withdrawal shall terminate on the termination of the unit
agreement.,

Except as otherwise herein provided, royalties shall be paid or
delivered as provided by existing leases or contracts, at the lease or con=-
tract rate upon the unitized substances allocated to the lease or tract,
Settlement shall be made on or before the 20th day of each month for the
tmitized substances produced and saved during the preceeding calender month.
Such royalties shall be paid by the party operating the wells, but nothing



heroin shall operate to relieve the lessees, or any of them, of their pri-
mary obligation to pay rentals and royalties under the terms of their
respective leases.,

The right is hereby secured to the United States and the State
of New Mexico under existing or future laws and regulations to elect to take
their respective royalty shares in kirnd or value.

GOVERNMENT 13, Royalty due the United States on account of
ROYALTIES : witized lands owmed by the United States shall

be computed as provided in the operating regue .
lations and paid as to all unitized substances on the basis of the samounts
thereof allocated to such land as provided herein at the rate specified in
the respective federal leases; provided, that for leases on which the
royalty rate depends on the daily average production per well, said average
production shell be determined for each participating area in accordance
with the operating regulations as though all of the unitized lands within
each participating area of which such land is a part were a single consolie
deted lease, During the period of the national emergency declared by the
President May 27,.1941, Proclamation Yo, 21,87, 55 Stat, 1647, upon a deter~
mination by the Secretary of the Interior that a new oil or gas field or
deposit has been discovered by virtue of a well or wells drilled under this
agreement, the royalty on production from such new fleld or deposit allocated
to Federal land subject to this agreement at the time of such discovery
shall, during the 10~year period following the date of such discovery, be
paid in wvalue or delivered in kind at a flat rate of 12% per centum unless-
a8 lower rate is prescribed in the leasses.

RENTALS s 1l;, Except as gbove provided in Section 11, the

Unit Operator, on behalf of the respective
lessees, shall undertake with reasonable diligence to pay all rentals of
whatsoever kind on account of unitized land and shall charge the cost there~
of to the appropriate parties comformebly vrith their respective rental obli=~
gations, Rembal for land of the United States subject to this agreement at
the rate specified in the respective leases from the United States shall be
paid, suspended, or reduced as may be determined by the Secretary pursuant
to appliceble law and regulations. The Unit Operator may apply the allocat-
ed royalty share of the unitized substances ol the United States to repay-.
ment for rentals advanced hereunder on federal leases to the same extent as
otherwise allowed in the case of an individusl federal lsase, Nothing
hereoin contained shall operate to relieve any lessee of his primary obliga-
tian to pay the rentals under the terms of his respective lease or leases,
or to render the Unit Operator liable to any working interest owner or other
party because of any erronesus payment or failure to mske timely payment of
any rental which may become due,

CONSERVATION ¢ 15, Operations and production of unitized substances
4 shall be conducted so as to provide for the mos%t

econcomical and efficient recovery of unitized substances to the end that

maximun ultimate yield may be obtained without waste, Production of unite

ized substances shall at all times be without waste asdefined by or

pursuant to state or federal law or regulations,

DRAIHAGE s 16, TUnit Operator shall take appropriate and ade=-
- quate measures to prevent drainage of umitized
substances from unitized land by wells on land not subject to this agree-
ment, or with the approval of the Secretary as to federal interests and

of the Commissioner as to state interests, and at the election of the Unit
Operator as to private interests, pay a fair and reasonable compensatory
royalty, as determined by the Supervisor as to federal interests, and

the Commissioner as to state intsrests subject to this agreement, and by
agreement between the Unit Operator and royalty owners, as to private
interests,



NON-UNITIZED 17, Any land within the unit area not subject to the

LAND: terms of this agreement which is now or here-
after may be under control of any or all of the
signatories to this agreement shall be developed and operated in accordance
with the terms of this agreement to the extent that such development and
operation shall not conflict with the contract under which control of the
said land is held,

LEASES AND 18, The parties hereto or consenting hereto holding
CONTRACTS interests in leases embracing unitized land of
CONFORMED the United States or of the State of New Mexico
TO consent that the Secretary and the Commissioner
AGREEMENT ¢ respectively may, and said Secretary and Commis-

sioner, by their approval of this agreement, do
hereby establish, alter, change or revoke the drilling, producing and
royalty requirements of such leases and the regulations in respect thereto,
to conform said requirements to the provisions of this agreement, but
otherwise the terms and conditions of said leases shall remain in full force
and effect., '

The parties hereto owning interests in unitized lands other than
those of the United States or the State of New Mexico, by subscribing or
consenting to this agreement do hereby severally agree that the respective
leases covering their several lands or interests therein may be and remain
in force and effect as herein provided: (a) Until all or a portion of the
unitized land covered by eny such lease shall have been included in a
participating area established and approved hereunder the delay rental pro-
sisions of each such lease shall be and remain as in such leass contained.
(b) Fram and after the effective date of the inclusion of all of the unit-
ized lend covered by any such lease in a participating area established and
approved hereunder, said lease shall be and is hereby extended without fure
ther delay rental obligation &s to all of the unitized land cevered thereby
for the full term of this 1=~ agreement. (c) From and after the effective
date of the inclusion of' a portion of the unitized land covered by any such
lease in a participating area established and approved hereunder, all pro-
visions of said lease relating to the pgyment of delay rentals shall be
satisfied as to the portion of said land so included, and such lease shall
be and is hereby extended as to the unitized lands covered thersby so in-
cluded in a participating area without further delay rental obligation for
the full term of this unit agreement. (d) After a portion of the unitized
land covered by any such lease has been included in a participating area,
such lease may be maintained in force and effect as to the non-included
portion of the unitized land covered thereby by the payment or tender of
delay rentals at the rate and in the manner specified in such leases
(¢) In the event all or any portion of the unitized land covered by any
such lease is not included in a participating area at the expiration of the
primary term of such lease, the term of such lease is hereby extended to run
concurrently with the term of this umit agreement and such lease may be
maintained in force and effect during said:extended term as to all or the
non-included portion of the acreage covered thereby through the continued
payment of delay rentals as hereinabove provided.

The Secretary, Commissioner, and, except as otherwise provided
in the preceding paragraph of this Section, all partiaes hereto further
determine, agree and consent that during the effective life of this agree-
munt, drilling and producing operations performed by the Unit Operator upon
any unitized land will be accepted and deemed to be opsrations under and
for the benefit of all unitized leamses subject hereto; that no such lease
shall be deemed to expire by reason of failure to produce wells situated on
land therein embraced; that if a discovery of a valusble deposit of unitized
substances is made anywhere on the unitized land, each such lease in effect
on or after the date of such discovery shall be deemed to continue in force
and effect as to land in the unit area, so long as uwnitized substances are
produced anywhere on unitized land in paying quantities; that prior to such
discovery of umitized substances anywhere on unitized lend the expiration
date of each lease of Federal land shall be the date prescribed in the
lease subject to such preferential right to a new lease as may be authorized
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by law; and the suspension of all operations and production on the unitized
land pursuant to direction or consent of said Secretary and Commissioner
shall be deemed to constitute such suspension pursuant to such direction or
consent with respect to each such lease, and that no lease shall expire on
account of such suspension, as to land in the unit area.

The parties hereto or consenting hereto, holding interests in
leases subject to this agreement embracing unitized lands other than those
of the United States or of the State of New Mexico or holding interests in
any other agreements that involve oil and gas rights in lands in the Unit
Area, subject to the provisions of Section l; hereof, consent and agree to
the extent of their respective interests, that all such leases and agree-
ments shall conform to the provisions of this agreement.

COVENANTS 19, The covenants herein run with the land until
this agreement terminates, and any grant, trans-
TARD: fer or lease of interest in land or leases sub-

ject hereto shall be and hereby is conditioned
upon the assumption of all privileges and obligations hereunder by the
grantee, transferee, lessee, or other successor in interest and as to
federal land, shall be subject to approval by the Secretery and as to lands
of the State of New Mexico shall be subject to the approwval of the Commis-
sioner. No transfer of eny interest in and to any of the unitized lands or
affecting the production therefrom shall be binding upon the Umit Operator
until the first day of the next calender month after the Unit Operator has
been furnished with an original, photostatic or certified copy of the
instrument of transfer.

EFFECTIVE 20, This agreement shall become effective on the
DATE AND first day of the calender month next following
: approval by the Secretary or the Cammissioner,

whichever last approves the same; provided that
nothing herein shall be construed to waive or limit the right of the Commis-
sion to approve this agreement pursuant to state law, This agreement shall
terminate five (5) years from and after its effective date unless (1) such
date of expiration is extended by the Secretary and the Commissiomer; or (2)
a discovery of unitized substances in paying quantities has been made on
unitized land, in which case this agreement shall remain in effect as long
as unitized substances can be produwed from the umitized land in paying
quantities; or (3) it is proved at an earlier date that the Unit Area is
incapable of production of unitized substances in paying quantities, and
with the approval of the Secretary and the Commissioner, notice of terminae
tion is given by Unit Operator to all parties in interest by letter address=~
ed to them at their last known address; or (i) it is terminated as provided
in Sections 6 or 8 hereof; provided that, with the approval of the Secretary
and the Commissioner, this agreement may be terminated at any time with the
consent of the owners of 75% on an acreage basis, of the working interest
rights in the unitized land,

RATE OF PROSPECT- 21, All production and the disposal thereof shall be
NG, DEVELOPMENT , in conformity with allocations, allotments, and
ARD PRODUCTION: quotas made or fixed by any duly authorized per-

son or regulatory body under any Federal or
State statute; provided, that the Secretary of the Interior is vested with
authority pursuant to the amendatory acts of March L, 1931, and of August
21, 1935, supra, to alter or modify from time to time, in his discretion,
the rate of prospecting and development and the quantity and rate of produc-
tion under this agreement, such authority being hereby limited to alteration
or modification in the public interest, the purpose thereof and the public
interest to be served thereby to be stated in the order of alteration or
modification; provided further that no such alteration or modification shall
be effective as to any lands of the State of New ilexico as to the rate of
prospecting and development in the absence of the specific written approval
thereof by the Commissioner end as to any lands of the State of New Mexico
or privately owned lands subject to this agreement as to the quantity and
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rate of production in the absence of specific written approval thereof by
the Commission,

FORCE 22, Failure or delay in the performance of the

] terms, conditions, and covenants hereof, shall

not ceuse this contract to expire, terminate,

or be forfeited in whole or in part, nor subject the Unit Operator or other
party otherwise liable therefor to liability in demages, to the extent and
so long as such prompt performance is hindered, delayed or prevented by any
federal or state law, executive order, rule or regulation, or to the sxtent
and so long as such performence is hindered, delayed or prevented by an Act
of God, of the public enemy, goverrmental inter{erence or restraint, inabil-
ity to obtain material or equipment, labor disputes, failure of transporta-
tion, or othsr cause, whether similar or dissimilar, beyond the control of
the party in interest.,

NON~ 235, The Unit Operator expressly agrees that in any
DISCRIMINATION: and all opsrations conducted hereunder, it shall

not discriminate against any employee or appli-
cant for employment because of race, creed, color, or national origin, and
shall require an identical provision to be included in all subcontracts. .

SUBSEQUENT 2l;, Any person owning rights in the unitized sub-
JOINDER < stances within the unit area which hawve not been

camitted hereto prior to the effective date
hereof, may nevertheless thereafter subscribe this agreement, and if such
parties are working interest owmers they shall also subscribe the operating
agresment and comply with all terms and conditions therein set forth; pro-
vided, however, that no tract or tracts which have been, are, or may
reasonably be believed to be productive of unitized substances at the time
of such subsequent execution hereof, shall be thereby rendesred eligible for
inclusion in a participating area, rithout the approval and consent of the
owners of a majority, on an acreage basis, of the working interest rights
in the affected participating area as existing at the time of the subsequent
execution; or, in the event no participating area shall have been estabe
lished, no execution hereof subsequent to the effective date of this agree-_
ment shall make any tract or tracts subject to treatment hereunder as
unitized land without the approval and consent of the owners of a majority,
on an acreage basis, of the working interest rights in the unitized land as
comprised at the tine of such subsequent execution; provided, further, in
no event shall any retroactive apportiomment of amy sums accrued or paid
for production be required by reason of the e xecution hereof by any party
subsequent to the effective date of this agreement,

CONFLICT 25. Neither the Unit Operator nor the working ine
QOF torest owners nor any of them shall be subject.
SUPERVISION to any forfeiture, termination or expiration of

any rights hereunder or under any leases or
contracts subject hereto, or to any penalty or liability for delay or fail-
are i whole or in part to camply therewith to the extent that said Unit
Operator working interest ovmers or any of them are hindered, delayed, or
prevented from complying therewith by reason of failure of- Unit Operator to
obtain the joint consent of the repressntatives of the United States and the
representatives of the State of New llexico in and about any matter or thing
concerning which it is required herein that such joint consent be obtained.
The parties hercto and consenting hereto, including the Commission, agree
that all powers and authority vested in the Commission in and by any proe
vision of this contract are vested in the Commission and shall be exercised
by it pursuant to the provisions of the laws of the State of New Mexico and
subject in any case to appeal or judicial review as may now or hereafter be
provided by the laws of the State of New Mexico.



L0SS OF TITLE: 26, 1In the event of a dispute as to title as to any
interest in unitized land, Unit Operator may
withhold payment on account thereof without liability for interest until
the dispute is finally settled; provided that, as to Federal lands or .
leases, no payments of funds due the United States shall be so withheld but
such funds shall be deposited with the Register of the District Land Office
to be held as unearned monsy pending final settlement of the title dispute,
and then applied as earned or redbrned in accordance with such final settle=-
ment,

COUNTERPARTS s 27. This agreement may be executed in any number of
counterparts with the same force and effect as
if all parties had signed the same document.

IN WITNESS WHEREOF, the parties have hereunto set their hands
and have set opposite their respective names the date of execution..

UNIT OPERATOR

Date_MARCH 2Gth, 1946

THE PURE OIL COMPANY

Attest:

Asslistant Secretary.

WORKING INTEREST OANERS

Date MARcY 2eth, 1946 THE PURE OIL COMPANY

Attest:

Assistant Secretary.

SOLE HEIRS OF ESTATE OF BELLE STONE BARRY.

Date , 196 By
David Barry, Jr.
Date . 196
Barry.
Date , 1946

E1lls Laftery.

Date . 1946

Charles S. Rexroad.

Date » 1946,

H. C, Collister



Date » l%

F. H. Brierton,

Date , 196
Al Andreano
Date , 19L6
Virginia Andreena
APPROVED THIS DAY OF ., AJD. 1916

Comnissioner of Public Lands of the State of New Mexico

APPROVED THIS DAY OF , AD. 1946

OIL CONSERVATION COMMISSION QF THE STATE OF NEW MBXICO

By

.13-



STATE OF OKLAHOMA )
COUNTY OF TULSA )

On this day of , 1946, before me appeared
JOHN D, McNUTT, to me personally known, who, peing by me duly sworn, did say
that he is the Manager, Southwestern Producing Division of The Pure 0il
Company; an Ohio Corporation, and that the seal affixed to said 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 the said JOHN D. MeNUTT acknowledged said instrument to be
thi fi'ae act and deed of said corporation.

‘ Notary %ﬁc

STATE OF

)
)
COUNTY OF )
On this day of , 196, before me personally
appeared David Barry, Jr. and Barry,

to me known to be the persons described in and who executed the foregoing
instrument, and acknowledged that they executed the same as their free act
and deed.

Given under my hend and official seal the day and year in this
certificate first above written.

My Commission expires: Notary Public
STATE OF )
)
COUNTY OF )
On this day of » 196, bvefore me personally
appeared Ellis LalTtery and Laftery, his wife, to me

known to be the persons described 1n and who executed the foregoing instrue
ment, and acknowlsdged that they executed the same as their free act and
deed,

Given under my hand and official seal the day and year in this
certificate first above vritten,

My Commission expires: TNotary Public




STATE OF g
COUNTY OF )

On this day of , 1946, before me personally
appeared Charles 5. Rexroad and Rexroad, his wife, to

me known to be the persons described in and who executed the foregoing in-
strument, and acknowledged that they executed the same as their free act
and deed,

Given under my hand and official seal the day and year in this
certificate first above written.

My Commission expires: TNotary Public
STATE OF )
‘ )
COUNTY OF )
On this day of » 196, before me personally
appeared H. C. Collister and Collister, his wife, to me

known to be the persons described in and who executed the foregoing instru-
ment, and acknowledged that they executed the same as their free act and
deed,

Given under my hand and official seal the day and year in this
cartificate first above written,

My Cammission expires: Notary Public
STATE OF %
COUNTY OF )
On this day of » 1946, before me perscnally
appeared F, H. Brierton and Brierton, his wifes, to me

known to be the persons described in and who executed the foregoing instru-
ment, and acknowledged that they executed thesame as their free act and
deed,

Given under my hand and official seal the day and year in this
certificate first above written,

My Commission expires: “Notary Public
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STATE OF

COUNTY OF

On this day of . » 1946, before me personally
appeared Al Andreano and Virginia Andreano, his wife, to me known to be the
persons described in and whoexecuted the foregoing instrument, and acknow-
ledged that they executed the same as their free act and deed.

Given under my hand and official seal the day and yeer in this
certificate first above written,

My Commission expiress: TNotary Public
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