UNIT AGREEMENT

FOR THE DEVELOPMENT AND OPERATION OF THE ANGEL PEAK UNIT AREA
SAN JUAN COUNTY STATE OF NEW MEXICO

1. Sec. ¥o.

— e e e e e e e e

This agreement, entered into, as of the day of

, 1946, by and between the parties subscribing

oT donsenting hereto, hereinafter called the parties hereto,
¥-I-T-N-E-8-S-E-T-H:

WHEREAS, the parties hereto are the owners of operating,
royalty, or other oil or gas interests in the unit area sub-
ject to this agreement; -

WHEREAS, it 1s the purpose of the parties hereto to con-
serve natural resources, prevent aﬁoidable waste, and secure
other venefits obtainavle through development and operation
cf the unit aréa sunject to this agreement under and pursuant
to the provisions of the Act of aAugust 8, 1946, Puclic Law
696, 79th Congress, 2nd Session, amending the act of February
35, 1930, 41 Stat. 437, as amended; 30 U.S8.C. 181, et seq;

WHEREAS, the Commissioner of Public Lands of the State
of Hew Mexico is authorized by an Act of the Legislature
(Chap. 88, Laws 1943) to consent to or approve this agreement
on behalf of the State of Kew Mexico, insofar as it covers
ané includes lands and mineral interests of the State of New
Mexico; and

WHEREAS3, the‘Oil 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;
¥OW, TAZREFORE, for and in consideration of the
premises and the promises hereinafter contained, the parties
hereto agree as follows:
ENA?%%EG acT 1. The Act of February 85, 1920, supra,
AX

REGULAT ION3 as amended, and all pertinent regulations

heretofore and all pertinent and reasonable regulations here-
after issued thereunder, and not inconsistent with the pro-
visions hereof, including cperating regulations, are accepted
and made a part of this agreement.- As to non-federal land,
the wct of the Legislature of the State of New Mexico (Chap.
88, Laws 1943) and the Act of the Legislature of the State

of Yew Mexico (Chap. 72, Laws 1935) and all pertinent regu-
lations issued under said acts are hereby accepted and made

a part of this agreement.

~

DEFISITIONS 2. Por all purposes of this agreement,

certain terms used herein are defined

as follows:

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

(b) "Director" shall mean the Director of tihe
United States Geological Survey and those persons duly
authorized to act for and in his behalf.

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

(d) "Commissioner" shall mean the Commissioner

of Public Lands of the State of Yew Mexico.
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(e) "Commission" shall mean the 0il Conservation
Commission of the Stazte of New Mexico and those rersons duly
authorized to act for and in its behalf.

(f) "Working Interest" shall mean the interest
held in unitized substances or in lands containing the same
by virtue of a lease, working agreement, fee title, or other-
wise, under which the owner of such interest is vested with
the right to explore for,develop,and produce such substances.
UNIT .LREA 3. The following described~1ands are hereby

desizgnated and recognized as constituting
the unit area:
T. 27 N., R. 10 W., Sec. 1, Lots 3, 4, SiUWg, Sw;
Secs. 2 to €, 1nclusive
Sec. 7, E}, Eswg,

Secs. 8 to 11, inclusive;
Sec. 13, Vg, ‘

Sec. 13 W

Secs. 14 to 17 inclusive;
Sec. 18, E3;

Secs. 20 to 33, inclusive;
Sec. 24,

Sec. 2%, :wi isw&

Sec. 26, N% Niszi;

Secs. 2% and 28 ;
T. 28 ¥., R. 10 %., Fractional Secs. 7, 8 and ©;
Sec. 15, 8%
Secs. 18 to 22 inclusive;
Sec. 33, Snu,
Sec. 25, wi;
Secs, 27 to 35, inclusive
R. 10 ¥., Sec. 39, srusué,
Sec. 30, ag
Secs. 31 and 32

T. 38 T,

T. 28 ¥., R. 11 %., Sec. 12, Lot 1, SEISE:;
Sec. 13 E?E%;
§ec. 4, E?E§;
Sec. 25, E?Eg'
Sec. 38, TivEl
T. 29 ¥., R. 11 W., Sec. 35, SEg;
Sec. 36, all.

¥.M.P.¥., containiny 39,802.17 acres, more or less.

The Unit Operator, with the consent of a majority in
interest of the Working Interest Owners, and subject to the
aporoval of the Secretary, the Commissioner, and the Jommiscion,
may enlarge the unit area to include other lands believed to

be commercially nroductive of the unitized substances, or
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shall, subject to approval of the Secretary, the Commissioner,
and the Commission, diminish the unit area to exclude lands
not in any participating area hereunder believed to be barren
of the unitized 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 ownership of 0il and gas rights in all land in
the Unit Area to which this Unit Agreement will become ap-
plicacle by signature hereto, or to a counterpart hereof by
the owners of such rights, and land so committed to this
agreement is hereinafter referred to as "unitized lands"
or "land subject to this agreementh. Said exhibits shall
be revised by tue Unit Operator whenever any change in the
Unit srea or ownership of rights render such cﬁange necessary,
and the revised exhibits shall be flled with the Supervisor.

UNITIZED 4. A1l oil, gas, natural gasoline, and
SUBSTsXCES

‘associated fluid hydrocarbons producible
from formations stratigraphically below the cretaceous pic~
tured cliffs sandstone in land subject to this agreement,
in any and all sands or horizons, are unitized under the
terms of this agreement and hereinafter are called "unitized
substances',

UXIT OPERATOR 5. Byrd-Frost, Inc., with offices. at Dallas,

Texas, is hereby designated as Unit
Operator and by signature hereto commits to this agreement
.all interests in unitized substances vested in it as set

forth in the schedule attached hereto marked Exhibit B and
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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 uni-
tized substances as herein provided. Herein whenever
reference is made to the Unit Operator, sucih reference is
understood to mean the Unit Overator acting in that capacity
and not as an owner of interests in unitized substances,
and whenever reference is made to an owner of unitized sub-
stances, such a reference shall be understood to include
any interests in unitized substances owned by the Unit
Operator.

The Unit Overator shall nave the right to resign at
any time vrovided that any well drilled hereunder is placed
in a satisfactory condition for suspension, or is satisfac-
torily abandoned under the Federal 0il and Gas Operating
Regulations, if on Federal land, and under the laws of the
3tate of New Mexico, and the rules and regulations of the
Commission, if on state or patented land, but no Unit
Operator shall so be relieved from the duties and obliga-
tions of Unit Overator for a period of three (3) montas
after notice of intention to relinquish such duties and
obligations'has teen served by him on all other parties
hereto and the Secretary and the Commissioner, unless a
new Unit Operator shall have been selected and approved
and shall have taken over and assumed the duties and obli-
gations of the Unit Operator prior to the date on waich
relinguishment oy or removal of Unit Operator tecomes
effective. The parties hereto or a duly gualified new
Unit Operator shall have an option to purchase at its then
depreciated market value all or any part of the equipment,

material, and appurtenances in or upon the land subject to



this agreement, owned and used by the retiring Unit Operator,
in ite capacity as such operator, or make other arrangements
satisfactory to the retiring Unit Operator for the use there-
of. Any equipment, material, and anpurtenances not so opur-
chased or arranged for as to tihe use thereof within said time
1iﬁit and ot necegsary for the preservation of wells may be
removed by the retiring Unit Operator at any time within six
(8) months after his relinquishment or removal becomes effec-
tive, out if not so Temoved shall become the joint property
of the owners of working interests in land then subject to
this agreement. The termination of any rights as Unit
Operator under this dgreement shall not of itself terminate
any rignt, title, or interest whicn the Unit Operator may
then have in the unitized substances, but the Unit Operatof
shall have the right and option in connection with its
resignation to reassign or retransfer to its several prede-
cesgors 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 dischtarged from any future liability as a work-
ing interest cwner hereunder; said reassiznments to be
effective as to said transferee thereupon, subject, aowever,
to the approval of the Secretary as to transfers of interest
in lands of the United States and subject, however, to the
approval of the Commissioner as to interests in lands of

the B8tate of Kew HMexico.

SUCCESSOR _6. Whenever the Unit Operator shall dis-
URIT
OFPERATOR continue or relinguish his rights as

Unit Operator or shall fail to fulfill his duties and obli-
gations as Unit Operator under this agreement, the owners of
the unitized working interests in the participating area on

an acreage basis, or the owners of working interests accord-
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ing‘to their total acreage interest in the unit area until
a participating area shall have been estavlished, shall
select a new Unit Operator. & majority vote of the owners
of working interests so qualified to vote shall be recuired
to select a new Unit Operator; orovided that if the majority
of the owners of working interests 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 reouired to select a new operator. Such selections
shall not become effective until (a) a Unit Operator so
selected shall agree and consent in writing to accept the
duties and responsibilities of Unit Operator, and (o) the
selection shall have been approved by the Director and the
Commissioner. In the avsence of tne selection of an accept-
able Urit Operator by tae working interest owners within six
(6) months after notice by Unit Operator of intention to
relinouish its rights as Unit Operator, this Unit Agreement
shall automatically terminate.

The Unit Operator shall be subject to removal by
the Working Interest Ownere in the same manner as nerein

provided for the selection of a new Unit Operator.

RIGHTS ATXD 7. Except as hereinafter specified, the
OBLIGATIOKRS
OF exclusive right, privilege, and duty

UNIT OFERATOR

of exercising any and all rights of
the parties signatory hereto which are necessary or con-
venient for prospecting for, producing, storing, And dis-
posing of the unitized substances are hereoy vested in the
Unit Operator and shall be exercised by said Unit Operator

as provided in this agreement. acceptaole evidence of title
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to said rights shall be deposited with said Unit Operator
and, together with this agreement, shall constitute and
define said Unit Operator'!s rights, privileges, and ooliga-
tions in the premises; provided, that nothing herein shall
be construed to transfer title to any land, or to any
operating agreément or leases, it being understood that
under and pursuant to this agreement the Unit Operator, in
ite capacity as Unit Operator shall exercise the rights of
possession and use vested in the parties hereto only and
exclusively for the purposes herein specified. Thé Unit
Operator shail pay all costs and expenses of operations“
with respect to the unitized land, and no part thereof
‘shall De charged- to the royalty owners. The matter of
allocation and handling such costs and expenses is left

to private arrangement between t;e Unit Operator and the
other wrorking interest owners. The Unit Operator shall
render to the owners of unitized interests entitled thereto
~an account of the operations on unitized lands during the
previous calendar montn, shall pay in value or deliver to
each party entitled thereto a vroportionate and allocated
share of the products produced hereunder, and account for
all coets and benefits of operat ions under this agreement
in conformity with operating agreements, leases or other
independent contracts between the Unit Operator aﬁd the
parties hereto either collectively or independently.

The development and operation of land subject to
this agreement under the terms hereof shall be deemed full
performance by the Unit QOperator of all obligations for sud
development and operation with respect to each and every part
or separately owned traét subject to this agreement, regard-

less of whether there is any develovment of any particular
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part or tract of the unit area, notwithstanding anything
to the contrary in any lease, operating agreement or other

contract by and between the parties hereto, or any of them.

DRILLING 8. Witrin six (8) months from the effective
TO
DISCOVERY date of this agreement, the Unit Operator

shall begin to drill an adeguate test well at a location upon
the Unit Area to be aporoved by the Supervisor, if such loca-
tion is uvpon lands of the United States, and, if unon State
lands or patented lands, such location shall be approved by
tae Commission, and having commenced such operations shall
tnereafter continue drilling diligently to a depth not less
than 7000 feet unless oil or gas which can ove produced in
paying ouantities is encountered in said well at a lesser
depth orrunless, at a lesser deptn the Dakota formation has
been adequately tested, or an igrneous or metamorphic forme-
tion or some other condition or formation is encountered
which, in the opinion of tie Unit Operator, with approval

of the Supervisor as to wells on Federal lands and the Com-
mission as to wells on State lands or patented lands, would
render further drilliing inadvisable or impracticable. If
said first well, drilled as aforesaid, fails to encounter
the unitized_substances, the Unit Operator or his successor
shall thereupon commence within six (6) months after the
completion of the former well, ard drill, one at a time,
additional wells until a productive well is compnleted to

the satisfaction of the Supefvisor and Commissioner, or until
it is reasonably proved that the unitized land is incapable

of producing the unitized substances; provided that the

Secretary and Commissioner may srant extension of time for
the commencement of any such well; and provided further that

nothing herein contained shall preclude any Operator from

-9-



effectively resigning as orovided in Section 5 hereof before
any obligation to commence a second or sudsequent well accrues

hereunder, and be relieved of the ovligation to commence such
well. Upon failure to comply with the drilling reguirenents
of this section, the Secretary may, after reasonable notice,

declare this unit agreement terminated.

PLi¥ OF FURTHER g, wWithin sixty (60) days from completion
DEVELCPMENT aXND
OPERATION of a well capstle of producing the

unitized substances as aforesaid, the Unit Operator shall
submit for the approval of the Supervisor, the Commissioner
and the Commission an acceptable plan of development for the
Unit area, which plan or a subsequent modification thereof,
when so approved shalllconstitute the further drillin:; and
operating obligations of the Unit Operator. Reasonable
diligence shall be exercised by the Unit Operator in comply-
ing with the drilling and producing obligatiouns of the
approved pian of deveiopment and said plan shall, sudbject

to like approval, be modified or supplemented in whole or

in part from time to time as may be reguired to meet changed
conditions or to protect the interests of all parties to this
agreement and the further obligetions of the Unit Operator
shall ve conformed thereto; provided that in no event shall
the operator under any such plan, or otherwise, be under any
obligation to drill any well to any formation that does not
afford a fair possibility for encountering the unitized
suvstances in paying cuantities. Well drilling operations
including well completions, producing practices and well
avandonments, shall oe in accordance with the Plan of
Deveiopment and Overation. all operations thereunder shall

be subject to the approval of the Supervisor as t0o wells on
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federal land and vty the Commission for wells on state and
private land.

‘During any period when it shall avpear that an
acceptable plan of develonment cannot be adopted because
of the inability of the Supervisor, the Commissioner, and
the Comnission to agree upon the terms thereof, the Unit
Operator may, in accordance with the applicable regulations
referred to in Section 1 hereof, nroceed 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 operate all productive wells
in conformity with good operating practices, and the con-
servation principles.of this agreement,

PLRTICIPATION  10. Upon completion of a productive well

aFTER
DISCOVERY a8 aforesaid, the Unit Operator shall

submit for the apprcval of the Director, the Commissioner,
and the Commission a schedule of lands based on subdivisions
of the public land survey, including all subdivisions one-
half or more of the acreage of wnich is taen regarded as
reasoravly proved to be productive of unitized substances
in paying quantities; all land in said schedule, when
approved, to coanstitute a participating area effective as
of the date of first production. Said schedule shall set
forth the percentage acreage interest of each owner of
righte in the participating area thereby established. Such
percentage acreagse interest shall govern the allocation of
oroduction from and after the date the participating area
pecones effective. With the approval of the Director,
Commissioner, and the Commission, a separate particinating

area may oe established for any separate deposit of unitized
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substances or for any group of such deposits. The vartici-
pating area or areas so established shall be enlarged from
time to time in like manner and subject to like approval
whenever such action appears proper as a result of further
drilling overations te include additional land then recarded
as reasonably proved to be productive in raying cuantities,
and a new schedule of percentage acreage interests conformable
thereto shall thereupon be fixed. The effective date of any
such enlargement shall be the first of the month next follow-
ing the month in which the well is cospleted which demon-
stfates the propriety of the enlargement, and any unitized
substances theretofore produced from such well saall be
allocated to the lease on which the well ig drilled, =
well shall be deemed completed when eguipned and sugcess-
fully tested for production, all of which shall oe done
diligently. ¥o land once included in a particivating area
shall be excluded from such participéting area on account
of depletion of the unitized substances therefrom, or for
any cause save lose of title. It is the intent of this
Section that a varticipating area shall at all times repre-
sent as nearly as rossible the area known or reasonably
estimated to be productive in paying guantities; but,
regardless of any increase in the participating area,
nothing nerein contained shall be construed as requiring
any retroactive avportionment of any sums accrued or pald
for production obtained prior to the effective date of
increase of the participating area.

Until a participating area or areas has or have
peen estatlished as herein-provided, or in the avsence

of agreement at any time between the Unit Operator, the
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Director, 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 New
iexico may be impounded in a rutually acceptable bank.
Royalties due tie United States affected by an absence of
agreement as to a proper participating area shall be de-
termined by the Supervisor and the amount thereof deposited
with the District Land Qffice of the Bureau of Land lanage-
ment to be held as unearned money until a participa@ing area
is finally approved and then applied as earned or returned
in accordance with a determination of Federal royalty on the
basis of such approved participating area.

Whenever it is deterained, subject to approval of
the Supervisor, the Gommission, and the Commissioner, that
a well drilied under this agreement is not capable of pro-
duction in paying cuantities and inclusion of the land on
which it is situated in a rarticinating area is unwarranted,
such production shall be allocated to the land on wnich tae
well is located as long as that well is not within a par-
ticipating area establisied for the pool or devosit from
which such production is obtained.
4LLOCATIOY OF 11. Except as otherwise provided in this.

PRODUCTION -~
ROY-LTIES agreement, all unitized substances

produced under this agreement, except any part thereof
used for production and development purposes thereunder,

or unavoidaoly lost, shall ve deemed to be produced equally
on an acreage basis from the several tracts of land of the
participating area, and for the purpose of determining any

benefits that accrue on an acreage vasis as a result of

-13-



operations under this agreement, each such tract shall have
allocated to it such percentage of said production as its
area bears to the said participvating area. Unitized sub-
stances onroduced from any participating area and used in
cbnformity with»good operating practice under an approved
plan of operation for repressuring or cycling in any par-
ticipating area shall be free from any royalty charge. 1If
the Unit Operator introduces gas obtained from sources other
than 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
Commission, a like amount of gas, with due allowance for loss
or shrinkage thereof from any cause, may ve drawn from the
formation into which the gas was introduced, royalty free

as to dry gas but not as to the products extracted therefrom,
provided that suchrwithdrawal shall be at such time as may
be provided in the plan of operation or as may otherwise be
consented to by the Supervisor, the Commissioner, and the
Commnission, as confoéming to good vetroleum engineering \
practice, and provided further that such right of withdrawal
shall terminate on the termination of the unit.

Except as otherwise herein provided, royalties shall
be paid or delivered as provided by existing leases or con-
tracts, at the lease or contract 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 unitized substances produced during the preceding cal-
endar month. Such royalties shall be paid by the party

operating the wells, but nothing herein shall operate to
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relieve the lessees, or any of them, of their obligation to
pay rentals and royalties under the terms of their respective
leases.

The fight is hereby secured to the United States and
the State of'Kew iexico under existing or future laws and
regulations to elect to take their respective royalty shares

in kind or value.

DEVELOFPEENT 12. any party hereto other than the Unit
OR OPERATION
0¥ YOF-FaRTICI- Cperator owning or controlling a majority

FaTING LAXD

of the working interests in any unitized
tract included in the non-participating area having thereon
a regular well location in accordance with a well-spacing
pattern established under an approved plan of development
and operation may drill a well at such location at his own
expense, unless within 20 days of receipt of notice from
saild party of his intention to drill the well the Unit
Operator elects and comnences to drill suth well in like
manner as other wells are drilled by the Unit Operator
uncer this agreement.

If such well is not drilled by the Unit Operator and
results in production such that the land upon which it is
situated may properly oe included in a participating area,
the party paying the cost of drilling such well shall be
reimbursed one hundred fifty percent (150%) of the average
cost of drilling similar producing wells in the unitized area,
and the well shall be operated pursuant to the terms of this
agreement all as though the well had been drilled by the Unit
Operator.

If any wéll drilled by the Unit Operator or by an
owner of working interests as provided inythié section obtains

production insufficient to justify inclusion in a participat-
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ing area of the land on which said well is situated, said
owner of working interests at his eleétion, within 30 days
of determination of such insufficiency, shall be wholly
responsible for and may operate and produce the well at his
sole expense and for his sole benefit. If such well was
drilled by the Unit Operator, said owner of working interests
shall nay the Unit Operator a fair salvage-value price for
the casiny and other ecuipment left in the well.

wells drilled at the sole expense of any party other
than the Unit Operator or produced at his sole expense and
for his sole benefit shall be subject to the drilling and
oroducing reguirements of this agreement the same as though
drilled or produced by the Unit Operator; and royalties in
amount or value of production from any such well as well as
rental charges, if any, shall be paid as specified in the
lease affected, unless otherwise authorized in writing by

the lessor,.

REFTal AKD 13. The Unit Operator, on behalf of tae
ROYaLTY
PaYiEVTS respective lessees, shall pay, or at

the election of the Secretary as to Federal leases and at

the election of the Commissioner as to State leases shall
deliver in kind, all royalties and shall pay all rentals due
the United States and the State of Kew liexico respectively,
on account of operations oy the Unit Operator on unitized
land and shall distribute the cost thereof to the appropriate
parties conformably with their respective rental and royalty
obligations; provided, that nothing herein contained shall
operate to relieve the lessees, or any of them, of their
obligation to pay rentals and royalties under the terms of

their respective leases,
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On request of any parfy, the Unit Operator at its
election shall pay other royalties on his behalf in accord-
ance with a schedule furnished by him and charge the cost
thereof to his account; provided, that the Unit Operator
shall incur thereby no responsibility to any royalty owner,
out such responsipility shall ve and remain an obligation

of the parties requesting vayznent thereof.

GOVERXLENT 14, Royalty due the United States on account
ROYALTIES ‘
aliD RENTALS of unitized Federal land shall be com-

puted as provided in the operating regulations and paid as

to all unitized substances on the vasis of the amoﬁnts there-
of allocated to such land as provided herein at the rates
specified in the respective Federal leases, or as may be
nrovided by law, or resulation.

Rental for land of the United States subject to this
agreement at the rates specified in the respective Federal
leases shall be paid, suspended, or reduced as determined
by the Secretary of the Interior, pursuant to applicabple
law and regulations.

CO.SERVATION 15. Operations and production of unitized

substances shall be conducted so as to
provide for the most economical and efficient recovery of
sald substances to the end that maximum yield may be obtained
without waste, as defined by or pursuant to State or Federal
law or regulation; and production of unitized substandes shall
be limited to such production as can be put to beneficial use
with adeguate realization of fuel and other wvalues.
DRalfaGE 18. Unit Operator shall take appropriate and

adecuate measures to prevent drainage of

unitized substances from unitized land by wells on land not
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subject to this agreement, or, with the approval of the
Secretary as to federal interests and of the Commissioner

as: to stéte interests, and at the election of the Unit Operator
as to orivate interests, pay s fair and reasonable compensa-
tory rovalty, as determined by the Supervisor as to federal
interests, and the Commissioner as to state interests subject
to this agreement and by agreement between the Unit Operator

and rovalty owners, as tomivate interests,

LEZaSES &¥D JON- 17. The parties hereto holding interests
TRaCTS CONFORLED ‘
T0 &GREE:'EFT in leases embracing unitized land of

the United States or of the State of New iexico consent that
the Secretary and Commissioner, respectively, may, and said
Secretary and Commissioner, by their aporoval of this agree-
ment, do hereby establish, alter, change or revoke the drill-
ing, producing, rental, minimum royalty, and rovalty recuire-
ments of such leases and the regulations in respect thereto,
to conform said requirements to the provisions of this agree~
ment, but otherwise the terms and conditions of said leases
ghall remain in full force and effect.

The Secretary, Commissioner and all parties hereto
further determine, agree and consent that during the effective
life of this agreement, drilling and producing operations per-
formed by the Unit Operator upon any unitized land will be
accepted and deemed to be ocerations under and for the benefit
of all unitized leases subject hereto; that no such lease shall
pe deemed to expire by reason of failure to produce wells
gituated on land therein embraced; that any lease for a term
of twenty (20) years which is committed hereto shall remain
in force and effect, and the term thereof shall be extended
to conform to the term of this agreement; that as to other

leases if a discovery of a valuaole deposit of unitized
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substances is made anywhere on the unitized land, each such
iease in effect on or after the date of such discovery shall
pe deemed to continue in force and effect as to land in the
unit area, as long as unitized substanées are producéd any-
wheTe on unitized land in paying quantity,; that prior to
such discovery of unitized sucstances anywhere on unitized
land, the expiration date of each unitized lease embracing
lands of the United‘Statesshéll be the date prescribed in
such lease. Suspension of all operations and oroduction

on the unitized land pursuant to the 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 no lease shall
expire on account of such suspension, as to land in the unit
area.

The parties anereto nolding interests in leases subject
to this agreement emoracing lands other than those of the
United States or of the State of ¥ew Kexico or holding in-
terests in any other agreement that involve oil and gas
rizhts in lands in the Unit Area, consent and agree, to the
extent of their respective interests, that all such leases

and agreements shall conform to the provisions of this

agreerent.

COVEYATTS 18. The covenants nerein shall be construed
EUB

<ITH LAFD to be covenants running with the land

to the extent of the interests of the parties hereto until
this agreement terminates, and any grant, transfer or con-
vevance 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 and as to federal land, shall

-19-



Vg

be subject to approval by the Secretary, and as to lands of the
State of Tew Mexico, shall be subject to the approval of the
Commissioner. No transfer of any interest in and to any of the
unitized lands or affecting the production therefrom shall be
binding upon the Unit Operator until the first day of the next
calendar month after the ﬁnit Operator has been furnished with
an original, photostatic or certified copy of the instrument

of transfer.

EFFECTIVE 18. This agreement shall become effective on
DATE -
AND TERM the first day of the calendar month dur-

ing which the same is approved by the Secretary of the Interior,
provided however, that nothing herein shall be construed to
waive or limit the right of the Commnission to approve this.
agreement pursuant to épplicable state law. This agreement
shall terminate on December 31, 1949, unless (1) such date of
expiration is extended by the Secretary and the Commissioner;
or (2) a valuable discovery of unitized substances has been
macde on unitized land, in which case the égreement shall
remain in effect as long as unitized substances can ve pTo-
duced from the unitized land in paying quantities; or (3) it

is reasonably determined prior to the expiration of the fixed
term or any extension thereof taat the unitized land is in-
capable of commercial production of unitized substances, and,
after notice of intention to terminate the agreement on such
ground is given by Unit Operator to all parties in interest at
their last known address the agreement is terminated with the
approval of the Secretary of the Interior and the Commissioner;
or (4) it is terminated as provided in Sections € or 8 hereof.
This agreement may be terminated at any time by consent of the

owners of not less than 75 per centum, on an acreage basis, of
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working interests signatory hereto with the approval of the

Secretary and the Commissioner.

RATE OF PROSPECT- 30. All production and the disposal
I3G, DEZVELCPMENT,
AFD FRODUSTIOR thereof, shall be in conformity

with allocations, allotments and ouotas made or fixed by

the Commission under any State Statute; provided, however,
that the Secretary is vested with authority to alter or
modify from time to time in his discretion the rate of
prospecting and development, and within the limits made or
fixed- by the Commission to modify the oguantity and rate of
production under this agreewent, such authority being nereby
limited to alteration or modification in the public interest,
the purpose thereof and the puolic interest to be served
thereoy to be stated in the order of alteration or amodifica-
tion; provided further that no such alteration or modifica-
tion shall ve effective as to any lands of the State of New
exico as to the rate of prospecting and development in the
absence of the specific written approval thereof by the
Commissioner and as to any lands of the State of New Mexico
or privately owned lands subject to this agreement as to the
guantity and rate of production in the absence of specific
written approval therecf by the Commission.

UNAVOIDABLE 21. All obligations under this agreement
DELAY

reguiring Unit Operator to commence
or continue drilling or to operate on or produce o0il or gas
from any of the lands covered by this agreement shall be
gsusvended wiile, out only as long as, the Unit Operator is
prevented from complying with such obligations, in whole or
in part, by strikes, lockéuts, acts of God, Federal, State
or municipal law or agencies, unavoidable accidents, uncon-

trollable delays in transportation, inability to obtain
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necessary materials in open market, or other matters beyond
the reasonable control of the Unit Operator whether similar

to the matters herein enumerated or not.

COKgLICT 32. Neither the Unit Operator nor the Working
F
SUFPERVISION Interest Owners nor any of them shall

be subject to any forfeiture, termination or exniration of
any rights hereunder or under any leases or contracts subject
nereto, or to any nenalty or liazbility for delay or failure
in whole or in part to'comply therewith to the extent that
the said Unit Operator, Working Interest Owners or any of
them are hindered, delayed, or prevented from complying
therewith by reason of failure of the Unit Operator to obtain
the joint consent of the representatives of the United States
and the representatives of the State of New Mexico in and
about any matter or thing concerning which it is required
herein that such joint consent be obtained. The parties
hereto, including the Commission, agree tnat all powers and
authority vested in the Commission in and by any ovrovisions
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 Few Mexico and subject in any case to aovpeal

or judicisl review as may now or hereafter be provided by
the laws of the State of Xew Mexico.

NON- 23. The Unit Operator expressly agrees that
DISCRIMINATION

in any and all operations conducted
hereunder, it shall not disciminate against any employee

or aprlicant for employment because of race, creed, color,
or national origin and shall require an identical nrovision

to be included in all subcontracts.
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SUBSEQUENT 24, Any person owning rights in the unitized
JOINDER

substances within the unit area wio does
not comrmit such rights hereto prior to the effective date
hereof, may thereafter bpecoiie parties hereto by subscribing
this agreement, and if such parties are working interest owners
they shall also subscribe the operating contract and comply
with all teras and conditions therein set forth.

COxMITMENT OF 25. This agreement provides for anproval
STATE LANDS

hereof by the Commissioner and the Com-
mission, and in addition contains provisions authorizing the
Commissioner and the Commission to exercise certain functions.
It is hLereby understood and agreed that, in view of the small
percentage of State lands in the unit area which may be com-
mitted aereto, the Commissioner and Commission will exercise
none of the functions prescrived in this agreement, except as
to operations on State lands, until such time as said State
lands, or a portion thereof, are included in an approved
particivpating erea.

In the event the Commissioner or Gpmmission should not
approve this égreement it shall neverfheless be effective upon
approval by the Secretary of the Interior and thereupon all of
the provisions of this agreement pertaining to the functions of
the Commissioner or Commission snall ce of no effect.

COUNTERFARTS 28. This agreement may be executed in any

number of counterparts with the same
force and effect as if all pzrties had signed the same docunent.
IN WITNESS ANHEREQF, the parties hereto have caused this
agreement to be executed and have set opposite their respective

nanes the date of execution.
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ATTEST:

Secretary By
Date
ATTEST:
Secretary
— By
Date
ATTEST:
Secretary
By
Date
ATTEST:
Secretary
By
Date
ATTEST:
Secretary
By
Date
ATTEST:
Secretary
S B
Date y
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Date

Date

Date

Date

Date

Date

Date

" Date

Date

Date

Date

Date




Date

Date

Date

" Date

“Date

Date

Date

Date

Date

Date

Date

Date

-26-



STATE CF )
;ss

COUNTY OF

On this day of
me personally appeared
to me personaliy known who being by ne duly sworn, did say
that he is the Dresudent of

, 19 , before

and that the seal affixed to said instrument is the corporate
seal of said corporation, and that said instrument was signed
and sezled in behalf of said corporation Yy authority of its
Board of Directors, and ssid
acknowledzed said iastrument to be tne free act and deed of
said corporation.

IN WITWESS WHERECF, I aave aereunto set my aiand
and affixed my official seal on this, the day and year liast
aoove written.

Totary Bublioc
Iy Cormmission Expires

STATE CF

88
COU¥ETY OF

On this day of 12 , before
me personally appeared ,
to me personally known who peing by me duly sworn, did eay
that he is the President of

ané that the seal affixed to sa2id instrument is the coroorete
seal of sazid corporation, and that said instrument was sizned
and seale¢ in behalf of said corporation by authority of its
Board of Directors, and said
acknowledged said instrument to be the free act and deed of
said corporation.

IN #ITWESS WHEREQF, I have .aereunto set zy hand
and affixed my official seal on this, tae day and year last
aopove written.

Notary Fublic

dy Cormission Zxpires




STATE OF )

COUNTY OF )

On this day of
personally appeared

, 194 __, before me

, to me known to be the person _
described in and who executed the foregoing instrument, and
acknowledged that __ _he  executed the same as
free act and deed.

IN WITKESS WHEREOF, I have nereunto set my hand and
affixed my official seal the day and year in this certificate
- above written,

My commission expires Kotary Public
STATE OF )
COUNTY OF . 3

On this day of

194
personally appeared

, , before me

_, to me known to be the person
described in and who executed the foregoing instrument, and
acknowledged that __ he__ executed the same as
free act =nd deed.

IN WITKESS WHEREQF, I have hereunto set my hand and
affixed my official seal the day and year in this certificate
above written.

My commission expires: Kotary Public
STATE OF )
COUNTY OF )
On this day of , 194__, before me

personally appeared

+ to me known to be the person__
described in and who executed the foregoing instrument, and
acknowledged that ___ _he__ executed the same as
free a2ct and deed.

IF ¥ITHESS WHEREOF, I have hereunto set my hand and
affixed my official seal tne day and year in this certificate
above written.

My commission expires: Notary Public
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STATE OF )

COUNTY OF )

On this day of
personally appeared

194__, vefore me

’

to me known to be the person
described in and who executed the foregoing instrument, and
acknowledged that ___ _he__ executed the same as
free act and deed.

IN WITNESS WHEREOF, I have hereunto set my hand and
affixed my official seal the day and year in this certificate
above written.

My commission expires Kotary Public
STATE OF )
COUNTY OF 3
On this day of , 194__, vefore me

persorally appeared

_, to me known to be the person___
described in and who executed the foregoing instrument, and
acknowledged that ___he_ executed the same as
free act =nd deed.

IF WITNESS WHERZOF, I have hereunto set my hand and
affixed my official seal the day and year in this certificate
above vritten.

My commission expires: Notary Public
STATE OF )
CCUNTY OF )
On this day of , 194__, before me

personally appeared

., to me known to be the person__
described in and who executed the foregoing instrument, and
acknowledged that __ _he  executed the same as
free act and deed.

IF¥ WITFESS WHEREOF, I have hereunto set my hand and
affixed my official seal the day end year in this certificate
above written.

My commission expires: Notary Public




STATE OF )
COUNTY OF )

On this day of

194
personally appeared

, before me

’

, o me known to be the person__
described in and who executed the foregoing instrument, and
acknowledged that ____he  executed the same as
free act and deed.

IN WITNESS WHEREOF, I have hereunto set my hand and
affixed my official seal the day and year in this certificate
above written.

My commission expires Kotary Public
STATE OF : )
COUNTY OF )
On this day of , 194__, before me

persorally appeared

, to me known to be the person__
described in and who executed the foregoing instrument, and
acknowledged that __ he_ executed the same as
free act =2nd deed.

IN WITKESS WHEREOF, I have hereunto set my hand and
affixed my official seal the day and year in this certificate
above vritten.

My commission expires: Notary Public
STATE OF )
CCUNTY OF 3
On this day of , 194__, before me

personally appeared

_, to me known to be the person_ _
described in and who executed the foregoing instrument, and
acknowledged that __ he  executed the same as
free 2ct and deed.

IF WITNESS WHEREOF, I have hereunto set my hand and
affixed my official seal the day and year in this certificate
above written.

My commission expires: Kotary Public




APPROVAL - CERTIFICATION - DETERXIFATION

Pursuant to the suthority vested in the Secretary of
the Interior, oy the act of August 8, 1948, Public Law 698,
79th Congress, 3nd Session, emending the act approved
February 2%, 1920, 41 Stat. 437; 30 U,S8.0. 181, et seq., I
hereby teke the following action this ___ cay of

, 1948,

A. Approve the attached agreement for the
development and operation of the Angel
Peak Unit Area.

B. Determine and certify that the plan of
development and operatiorn contemplated
in said agreement is for the purpose of
more properly conserving oil or gas
resources of said unit area and is
necessary or advisable in the public
interest,

C. Certify and determine that the drilling,
producing, rentzl, minimum reoyalty, and
royalty requirements of all Federal leases
committed to said agreement are hereby
established, altered, changed, or revoked
to conform with the terms and conditions

of this agreement.

Secretary of the Interior
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