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UNIT AGREEMENT . e Y
FOR THE DEVELOPMENT AND OPERATION OF '\ s

BEARD UNIT AREA
LEA COUNTY, NEW MEXICO

o7 21 16 . I. SEC. No. 285 .

THIS AGREEMENT, entered into as of the X day of 67;4 /\/ s

1948, by and between the parties subscribing, ratifying or consenting hereto,
and herein referréd to as the "parties hereto!', WITNESSETH:

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

WHEREAS, the Act of February 25, 1920 (41 Stat. 437, 30 U.S.C;
Secs. 181, et seq,), as amended by the Act of August 8, 1946 (60 Stat. 950),
authorizes federal lessees and their representatives to unite with each other,
or jointly or separately with others, in collectively adopting and operating
under a cooperative or unit plan of develepment or operation of any oil or
gas pool, field or like aréa, or any part thereof, for the purpose of more
properly conserving the natural resources thereof whenever determined and
certified by the Secretary of the Interior to be necessary or advisable in
the public interest; and

WHEREAS, the Commissioner of Public lands of the State of New 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 New Mexico, ipsofar
as it covers and includes lands and mineral interests of the State of New
Mexico; and

WHEREAS, the #il 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; and

WHEREAS, the parties hereto hold sufficient interests in the Beard
Unit»Area to give reasonably effective control of operations therein; and

WHEREAS, it is the purpose of the parties hereto to conserve
natural resources, prevent waste and secure other benefits obtainable through
development and operation of the area subject to this agreement under the terms,

conditicns and limitations herein set forth;



NOW, THEREFORE, in consideration of the premises and the promises
herein contained, the parties hereto commit to this agreement their respcetive

interests in the unit area and agrec severally among themselves as follows:

1. ENABLING ACT AND REGULATIONS.

The Act of February 25, 1920, as amended, supra, and all valid
pertinent regulations, including operating and unit plan reculations, hereto-
fore issued thereunder or valid pertinent and reasonable regulations hercafter
issued thereunder are accepted and made a part of this agreement, and as to
nonfederal land applicable state laws are accepted and made part of this
agreement,

2. UNIT AREA,

The following described land is hereby designated and recognized as

constituting the unit area:

New Mexico Principal Meridian, N, M.

Township 24 South, Range 34 East
Sce, 36 - S

Township 25 South, Range 34 East
Secs, 1, 2, 11, 12, 13, 14
23 & 24 ~ all;
Sec. 25 - N3;

Township 25 South, Range 35 East

See, 5 - S%;
Secs, 6, 7, 8, 17, 18, 19 &
20 - ally
1

Sec, 21 Fﬁ%
Sec, 28 - NWg;
Sec, 29 - N3;

Sec, 30 - Nij;

Lea County, New Mexico, containing
11,678,91 acres, more or less,

Exhibit "A" attached hereto is a map showing thc unit area end the
known ownership of all land :nd leases in said area. Exhibit "B" attached
hercto is a schedule showing the percentage and kind of ownership of oil and
gas interests in all land in the unit area, Exhibits "A" and "B" shall be
revised by the Unit Operator whcne#er changes in the unit area or other changes
render such revision necessary, and not less than six copies of the revised
exhibits shall be filed with the 0il and Gas Superviscr,

The above described unit arce shall be expanded or contracted,
whenever such action is neccssary or desirable to conform with the purpeses

of this agreement, in the following manner:



(a) Unit Operator, on it$ own motion or on demand of the Director
of the U, S, Geolegical Survey, hereinafter referred to as "Director",
or on demand of the Commissioner of Public Lands of the State of New
Mexico, hereinafter referred to as "Commissioner", shall prepare a
notice of proposed expansion or contraction describing the contemplated
changes in the boundaries of the unit area, the reasons therefor, and
the proposed effective date thereof,

(b) Said notice shall be delivered to the 0il and Gas Supervisor,
hereinafter referred to as "Supervisor", and Commissioner, and copies
thereof mailed to the last knéwn address of each working interest owner,
lessee, and lessor whose interests are affected, advising that thirty
(30) days will be allowed for submission to the Unit Cperator of any
objections,

(c) Upon expiration of the thirty (30) day period provided in the
preceding item (b) hereof, Unit Operator shall file with the Supervisor
and Commissioner evidence of mailing of the notice of expansion or
contraction and a copy of any objections thereto which have been filed
with the Unit Operator,

(d) After due consideration of all pertinent information, the
expansion or contraction shall, upon approval by the Director and
Comnissioner, become effective ac of the date prescribed in the notice
thereof,

All land comnitted to this agreenent shall constitute land referred

to herein as "unitized land” or "land subject to this acreement®,

3.

in

UNITIZED SUBSTANCES.

All oil, gas, natural gasolinc, and associated fluid hydrocarbons

any and all formatiens of the unitized land are unitized under the terms

of this agreement and herein are called "unitized substancest,
g ’

Lo

UNIT_OPBRATOR,

Phillips Petroleum Company, a corporation, with offices at Bartles-

ville, Cklahoma, is hereby desienated as Unit Operator and by sisnature

hereto comaits to this agreement all interests in unitized substances vested

in it as set forth in Exhibit "3", and agrees and consents to accept the

duties and obligations of Unit Operator for the discovery, development and

production of unitized substances as herein provided. Whenever reference is
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made herein to the Unit Operator, such reference means the Unit Operator

acting in that capacity and not as an owner of interests in unitized substances,
The Unit Operator may resign as Unit Operator whenever not in

default under this agreement, but no Unit Operator shall be relieved from

the duties and obligations of Unit Operator for a period of six (6) months

after it has served notice of intention to resipn on all owners of working

interests subject hereto and the Director and Commissioner, unless a new

Unit Operator shall have been selected and approved and shall have assumed

the duties and obligatiens of Unit Operator prior to the expiration of said

six (6) month period. Upon default or failure in the performance of its

duties or obligations under this agreement, the Unit Operator may be removed

by a majority vote of owners of working interests determined in like manner

as herein provided for the selection of a successor Unit Operator, Prior to

the effective date of relinquishment by or within six (6) months after

removal of Unit Operator, the duly qualified successor Unit Operator shall

have an option to purchase on reasonable terms all or any part of the equip~ .

ment, material, and appurtenances in or upon the land subject to this agree-

ment, owned by the retiring Unit Operator and used in its capacity as such

operator, or if no qualified successor operator has been desipgnated, the

working interest owners may purchase such equipment, material, and appurtenances,

At any time within the next ensuing threc (3) months any equipment, material

and appurtenances’'not purchased and not necessary for the preservation of wells

may be removed by the retiring Unit Operator, but if not removed shall become

the joint property of the owners of unitized working interests in the partici-

pating area or, if no participating area has been established, in the entire

unit area, The termination of the rights as Unit Operator under this agree-

ment shall not terminate the right, title or interest of such Unit Operator

in its separate capacity as owner of interests in unitized substances.

5, SUCCESSOR UNIT OPERATOR.

Whenever the Unit Operator shall relinquish the right as Unit
Operator or shall be removed, the owners of the unitized working interests in
the participating area on an acreage basis, or in the unit area on an acreage
basis until a participating area shall have been estaElished, shall select a
new Unit Operator, A majority vote of the working interests qualified to vote

shall be required to select a new Unit Operator; PROVIDED, That, if a majority



but less than soventy=five per cent (75%) of the working interests qualified
to vote are owned by one party to this agreement, a concurring vote of at
least one additional working intersst owner shall be required to select a
new operator, Such selection shall not become effective until (a) a Unit
Operator so selected shall accept in writing the duties and responsi-
bilities of Unit Operator, and (b) the selection shall have been approved
by the Director and Commissioner, If no successor Unit (perator is

selected and qualified as herein provided, the Director and Commissioner,

at their election, may declare this unit agreement terminated.

6. UNIT ACCOUNTING AGREERLNT ,

If the Unit Cperator is not the sole owner of wﬁrking intercsts,
all costs and expenses incurred in conducting unit operations hereunder
and the working interest benefits accruing hereunder shall be opportioned
among the owners of unitized working interests in accordance with a unit
accounting agreement by and between the Unit CGperator and the other owners
of such interests, whether one or more, separatcly or coiiectively, Any
agreement or agreements entered into between the working intercst owiers
and the Unit Operator as providzsd in this section, whether one or iore,
are hereiln referred to as the "Unilt accounting agreement®,., nxo such
agreement shall be deemed either to modify any of the terms and conditions
of this unit agreement or to relieve the Unit (perator of any right or
obligation cstablished under this unit agreement, and in case of any
inconsistency or conflict botieen this unit agreement and the unit
accounting agreement this unit agreement shall prevail, Three true copies
of any unit accounting agrecment executed pursuant to tids secticn shall

be filed with the Supervisor,

7. LRIGHTS AND CBLIGATICNS CF UsiT OPJRAYGR.

Except as otherwise specifically provided herein, the exclqsive
right, privilege, and duty of exercising any and all rights of the parties
hereto which are necessary or conveniecnt for prospecting for, producing ,
storing, and disposing of the unitized substances are hereby vested in and
shall be exercised by the Unit QOperator as herein providéd. Acceprable
evidence of title to said rights shall be deposited with said Unit Cperatcor
and, together with this agreement, shall constitute and define the rights,
privileges, and obligations of Unit Gperator. Kothing herein, however,

shall be construed to transfer title to any land or to any lease or opcrating
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agreement, it being understood that under this agreement the Unit Operator,
in its capacity as Unit Operator, shall exercise the rights of possession
and use vested in the partiecs hercto only for the purposes herein specified.
The Unit Operator shall pay all costs and expcnscs of operation with
respect to the unitized land, If and when the Unit Operator is not the sole
owner of all working intercsts, sﬁch costs shall be charged to the account
of the owner or owners of working interests, and the Unit Gperator shall be
reimbursed therefor by such owners and shall account to the working ilntercst
owners for their respective sharcs of the revenue and benefits derived from
operations heresunder, all in the manner and to the extant provided in the
unit accounting agreement. The Unit Operator shall render cach month to the
owners of unitized interests entitled thereto an accounting of the operations
on unitized land during the previous calendar monti., and shall pay in valuc
or deliver in kind to each party entitied thercto a proportionate and
allocated share of the benefits accruing hereunder in conformity with
operating ggreements, lsasces or other independent contracts between the
Unit Operator and the partics hereto either collectively or individually,
The development and operation of land subject te this agrcemcnt
under the terms hereof shall be deemed full performance by the Unit Cperator
of all obligations for such develcpment and'operation with respect to cach
~and cgvery part or separately owned tract of land subject to this agreement,
regardless of whether there is any development of eny particular part or
tract of the unit area, notwithstanding anytning to the contrary in any
lease, operating agreement or other contract by and bebween tiwe parties
hereto or any of then.

8.  DRILLING TG DISCOViRY

Within six (6) months after the effective date hercof, Unit (perator
shall begin to drill an adequate test well at a location to be a.proved by
the Supervisor if such location is upon lands of the United States, and 1if
upon State lands or patented lands, such location shall be approved by the
0il Conservation Commission of the State of New mexico, hercinafter referred
to as the "Commission", and thereaiter continue such drilling diligontly
until a well not less than seven thousand (7,000) foet in depth has been
drilled, unless at a lesscr depbth the upper sands of the Delaware liountain
Group have been adequately tuosted, or unless at a lesser depth unitized

substances shall



be discovered which can be produced in paying ouentities, or the Unit Operator
shall, at any time, establish to the satisfaction of the Supervisor as to a
well on federal land, or the Commission as to a well on state land or patented
land, that further drilling of said well would not be warranted, If the

first or any subsequent test well fails to result in the discovery of a
deposit of unitized substances capable of being produced in paying quantities,
the Unit Operator shall continue drilling diligently one well at a time,
allowing not more than six (6) months betweszn the completion of one well

and the beginning of the next well, until a well capable of producing unitized
substances in paying quantities is conpleted to the satisfaction of said
Supervisor if on federal land or the Commissioner if on state land or
patented land, or until it is reasonably rroved thatnthe unitized land is
incapeble of producing unitizec substances in paying quantities. MNothing in
this section shall be deesmed to limit the right of the Unit Operator to
resien, as provided in Section 4 hereof, after any well drilled under this.
section is placed in a satisfactory condition for suspension or is plugged

and abandoned pursuant to applicable regulations, The Director, and the
Comnissioner may modify the drilling reouirements of this section by eranting
reasonable extensions of time when in their opindon, such action is warranted.
Upon failure to comply with the drililine provisions of this section, the
Director and Uommissioner may, after reasonable notice to the Unit‘Operator
and each working interest owner, lessec, and lessor at thelr last known

addresses, declare this unit agreement terminated.

9. PLAN OF FURTHER DEVELOPMENT aND OPERATION.

Within six (6) months after completion of a well capable of
producing unitized substances in paying quantities, the Unit Operator shall
submit for the approval of the Supervisor, the Comalssioner and the Comnission,
an acceptable plan of development and operation for the unitized land which,
when approved by the Supsrvisor, the Comnissioner and Commnission, shzll
constitute the further drilling and operating obligations of the Unit Overator
under this agreement for the period specified therein, Thereafter, from
time to time before the expiration of any existing rlan, the Unit Operator
shall submit for the approval of the Supervisor, the Commissioner and the
Commission, a plan for an additional specified period for the development and

operation of the unitized land, Any plan submitted pursuant to this section



shall provide for exploration of the unitized area and for the determination
of the commercially productive area thereof in each and every productive
formation and shall be as complete and adequate as the Supervisor, the
Comnissioner and the Commission may determine to be necessary for timely
development and proper conservation of the oil and gas resources of the
unitized area and shall (&) specify the number and locations of any wells

to be drilled and the proposed order and time for such drilline; and (b)

to the extent practicable specify the opecrating practices regafded as
necessary and advisable for proper conservation of natural resources.
Separate plans may be submitted for separate productive gzones, subject to
the approval of the Supervisor, Commissioner and the Commission, Said plan
or plans shall be modified or supplemented when necessery to meet chaneced
conditions or to protect the interests of all parties to this agreement,
'Reasonable diligence shail be exercised in complyine with the obligations

of the approved plan of development. The Supervisor and Commissioner are
authorized to grant a reasonable extension of the six (6) month period herein
prescribed for submission of an initial plan of develovment where such action
is justified because of unusual conditions or circumstances, All parties
hereto agree that after completion of one commercially productive well no
further wells, except such as may be necessary to afford protection apainst
operations not under this agrecunent, shall be drilled except in accordénce
with a plen of development approved as herein provided,

10, PARTICIPATION AFTER DISCOVLERY.

Upon completion of a well capable of producing unitized substances
in paying cquantities or as soon thereafter as recuired by the Supervisor or
the Comnissioner, the Unit Operator shall submit for approval by the Director,
the Commissioner and the Commission, a schcdule, based on subdivision of the
public land survey or eliquot parts thereof, of 211 unitized land then
regarded as reasonably proved to be productive of unitized substances in
paying quantities; all land in said schedule on approval of the Director,
the Commissioner and the Commission to constitute & participating area,
effective as of the date of first production, Said schedule shall also set
forth the percentage of unitized substances to be zllocated as herein rro-
vided to each unitized tract in the participating area so established, and

shall govern the allocatien of production from and after the date the



participating area becomes effective. A separate participating area shall
be established in like menner for each separate pool or deposit of unitized
substances or for any group thereof produced as a single pool or zone. The
participating area or-areas so estzblished shall be revised from time to
time, subject to like approvel, whenever such action appears proper as a
result of further drilling operations or otherwise, to include. additional
land then regarded as reasonably proved to be productive in payineg quantities,
and the percentage of allocation shzll also be revised accordinegly. The
effective date of any revision shall be the first of the month followine
the date of first»authentic knowledge or information on which such revision
is predicated, unless a more appropriate effective date is specified in the
schedule. No land shall be excluded from a participating area on account
of depletion of the unitized substances,

It is the intent of this seétion that a participoeting area shall
represent the area known or reasonably estimated to be productive in paying
quantities; but, regardless of any revision of the participating area,
nothing herein contained shall be construed as regquiring any retroactive
apportionment of any sums accrued or paid for production cobtained prior to
the effective date of revision of the particlipating area,

In the absence of agreement nt any time between the Unit Operator,
the Director, the Commissioner and the Commission as to the proper definition
or £edefinition.of a participeting area, or until a participating area has,
or areas have, been established as provided herein, the portion of all pey-
ments affected thereby may be impounded in a manner mutually acceptable
to the owners of working interests, except royalties due the United States
and the State of New Mexico, which shall be determined by the Supervisor and
the Commissicner and the amount thereof deposited with the District Lend
Office of the Bureau of Land Manasement and the Cemmissioner of Public Lands,
respectively, to be held as unearned money until the perticipating area is
finally approved and then applied as earned or returned in accordance with
& deterinination of the sum due as federal and state royelty on the basis of
such approved participating area,

Whenever it is determined, subject to the approval of the Supervisor
as to wells on federal land and the Commissioner as to wells on state land,

znd the Commission as to patented land, that a well drilled under this



agracment is not capable of production in paying quantities and inclusion

of the land on which it is situated in a participating area is unwarranted,
production.from such well shall be allocated to the land on which the well

is located so long as that wcll is not within a participating arca cstablished
for the pool or deposit from which such production is obtained,

11, ALLCCATICN CF PRODUCTICN

411 unitized substances produced from each participating area
established under this agreement, except any part thereof used for production
or dcvelopment purposes hereunder, or unavoidably lost, shall be deemed to be
produced cqually on an acrcage basis from the several tracts of unitized land
of the participating area established for such production and, for the purpose
of determing any benefits that accrue on an acreage basis, cach such tract
shall have allocated to it such percentage of said production as its area
bears to the said participating arca. It is hereby agreed that production
of unitized substances from a participating area shall be allocated as
provided herein regardless of whether any wells are drilled on any particular

part or tract of said participating area.

12. DEVAICFL.NT O.c OPERATICN CN NONP.LRTICIPATING LAND,

Any party hereto, other than the Unit‘Operator, owning or controlling
a majority of the working intcrests in any unitized land not included in a
participating area and having thereon a regular wcll 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 ninety (90) days of receipt of notice from said party of his intention
to drill the well the Unit Opcrator clects and commences to drill such well
in like manncr as other wells are drilled by the Unit Cpcrator under this
agruemgnt.

If such well is not drilled by the Unit Cperator and results in
production such that the land upon which it is situatced may properly be
included in a participating areca, the party paying the cost of drilling such
well sheii be reimbursed as provided in the unit accounting agrcement for the
cost of drilling similar wells in the unit area, and the well shall be
operated pursuant to the terms of this agreement as though the well had been
drilled by the Unit Operator,

If‘any well drilled by the Unit Operator or by an owner of working

intercsts, as provided in this scction, obtains production insufficient to
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Justify inclusion of the land on which said well is situated in a particie
pating area, said owmer of working interests at his election, within thirty
(30) days after 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 5y the Unit Operator and
sald owner of working interests elects to operate said well, he shall pay
the Unit Operator a fair salvage value for the casing and other necessary
equipment left in the well,

Wiells drilled or produced at the sole expense and for the sole
benefit of an owner of working interest other than the Unit Operator shall
be operated pursuant to the terms.and provisions of this agreement, Royalties
in amount or value of production from any such well shall be paid as
specified in the lease affected,

13, ROYALTIES AND RENTALS.
The Unit Operator, on behalf of the parties hereto, shall pay in

value or deliver in kind, according to the rights of the parties established
by underlying leases or agreements, all royalties due upon production
allocated to unitized land and shall pay all rentals or minimum royalties
due on unitized land, All such payments or deliveries in kind shall be
bharged by the Unit Operator to the apprbpriate working interest owners as
provided in the unit operating agreement, Nothing herein contained shall
operate to relieve the lessees of federal or state land from their obli=-
gations under the termé of their respective leases to pay rentals and
royalties,

Royalty due the United States-shall be computed as provided in
the operating reguiations and paid in value or delivered in kind as to all
unitized substances on the basis of the amounts thereof allocated to unitized
federal land as provided herein at the rates specified in the respective
federal leases, or at such lower rate or rates as may be_authorized by law
or regulation: PROVIDED, That for leases on which the royalty rate depends
on the daily average production per well, said average production shall be

determined in accordance with the operating regulations as though each

participating area were a.single consolidated lease.

Rental or minimum royalty for land of the United States subject to

this agrecement shall be paid at the rates specified in the respective federsl



lecases, or such rental or minimum royalty may pe waived, suspcended, or
rcduced to the extent authorized by law and applicable rcgulations.

14. CONSERVATION.

Operationé hercunder and production of unitized substances shall
be conductcd to provide for the most cconomical and efficient recovery of
said substances, ta the end that the meximum efficient yield may be obtained
without wastc, as defined by or pursuant to state or federal law or regu-
lation; and production of unitizcd substances shall be limited to such pro-
duction as can be put to bencficial usc with adequate rcalization of fuel
and other values.

15. DRAINAGE.

The Unit Operator shall take appropriatc and adequatc mcasurcs to
prevent drainage of unitized substanccs from unitized land by wells on land
not subjcct to this agrecment, or pursuant to applicable regulations pay a
fair and rcasonable compensatory royalty as determined by the Supcrvisor for
federal land or as approved by the Commissioncr as to state leand.

16, LEASAS AND CONTR..CTS CONFOR:.ZD TC AGRESMENT

The partics hercto holding intercsts in leascs cmbracing unitized
land of the United States or of the Statc of New kexico consent that the
Sceretary and Commissioner, respcectively, may, and sald Sceretary and
Commissioner, by their approval of this agreement do hereby cstablish, alter,
change, or revoke the drilling, producing, rontal, minimum royalty, and
royalty recquirements of such leascs and the regulations in respect thereto,
to conform said requiremunts to thc provisions of this agreement, but other-
wise the terms and conditions of said leascs shall remnin in full forece and
effect,

Said partics further consent and agree, and the Secretary and
Commissioner by their approval hereof determine, that during the cffective
life of this agreement, drilling and producing operations performed by the
Unit Opecrator upon any unitized land will bo accepted and deuped to be opera-
tions wnder and for the benefit of all unitized lcases cmbracing land of the
United States or the State of New cxico; and that no such lease shall be
deomed to expire by reason of failurce to produce wells situated on land
therein cmbraced. Any federal leasc for a term of twenty (20) years or any
renowal thereof or any part of such lcase which is made subject to this |

agrcemant shall continuc in force-until the termination hercof.
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Any other federal lease or state lease committed hereto shall continue in
force as to the committed land so long as the lease remains committed hereto,
provided a valuable deposit of unitized substances is discovered prior to the
expiration date of the primary term of such lease, Authorized suspension

of all operations and production on the unitized land shall be deemed to
constitute authorized suspensionwith respect to each unitized lease,

The parties hereto holding interests in land within the unit area
other than federal land consent and agree, to the extent of their respective
interests, that all leases or other contracts concerning such land shall be
.modified to conform to the provisions of this agreement and shall be con=-

tinued in foree and effect during the life of this agreement.

17. COVENANTS RUN WITH LAND.

The covenants herein shall be construed to be covenants running with

the land with respect to the interests of the parties hereto and their
successors in interest until this agreement terminates, and any grant,
transfer, or conveyance of interest in land or leases subject hereto shall

be and hereby is conditioned upon the assumption of all privileges and
obligations hereunder by the grantee, transferee or other successor in
interest, and as to federal land shaell be subject to approval by the Secretary

and as to state land shall be subject to approval by the Commissioner,

18, EFFECTIVE DATE AND TERI,

This agreement shall become effective upon approval by the Commissioner
and Secretary and shall terminate on June 1, 1953, unless (a) such date of
expiration is extended by the Director and Commissioner, or {b) it is reasonably
determined prior to the expiration of the fixed term or any extension
thereof that the unitized land is incapable of production of unitized
substances in paying quantities and after notice of intention to
terminate the agreement on such ground is given by the Unit Operator to
all partics in interest at their last known addresses, the agreement is

"terminated with fhe approval of the Director and the Commissioner, or (c) a
valuable discovery of unitized substances has been made on unitized land during sai
initial term or any extension thereof, in which case the agreement shall remain

in effcct so long as unitized substances can be produced from the unitized

land in paying quantities, or (d) it is terminated as provided in Section 5

or Secction 8 hereof, This agreoment may be terminated at any time by not less
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than seventy-five (75) perbcentum, on an acrcage basis, of the owners of
working interests signatory hereto with the approvel of the Director and

the Commissioner,

19, RATE OF PROSPECTING, DEVELOPMENT AND PRODUCTION.

M1 production and the disposal thercof shall be in conformity with allocatj
allotments and quotas made or fixed by any duly authorized person or regula-
tory body under any federal or state statute, The Director- is hereby 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 alter or modify thec quantity andArate of production under this
agreement, such authority being hereby limited to alteration or modification
in the public interest, the purpose thercof and the public interest to be served
thereby to be stated in the ordor of alteration or modification; provided, further,
that no such alteration or modification shall be effective as to any land of the
State of New Mexico as to the rate of prospccting and development in the absence

of specific written approval thercof by the Commissiongr and as to any lands of

the State of New Mexico or privately owncd lands subject to this agrecment as to
the quantity and rate of production in the absence of specific written approval

therdof by the Commission,

20, CONFLICT OF SUPERVISION.

Neither the Unit Opererator nor the working intcrest owners nor any
of them shall be subject to any forfeiture, termination or expiration of any
rights hereunder or under any leases or contracts subjeét hereto, or to any
ponalty or liability on account of delay or failure in whole or in part to
comply with any applicable provision thercof to the extent that the said
Unit Operator, working intercst owners or any of them are hindered, delayed
or prevented from complying therewith by reason of failure of the Unit
Operator to obtain, in the cxercise of due diligence, the concurrence of
proper representatives of the United States and proper representatives of
the Btate of New Mexico in and about any matters or thing concerning which
it is required herein that such concurrence be obtained, The parties hereto,
including the Commission, agree that all powers and authority vested in the
Commission in and by any provisions of this contract are vested in the

Commission and shall be exercised by it pursuant to the provisions of the laws

a1/



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 lawms of the State of New
Mexico,

21, UNAVOIDABLE DELAY,

A1l obligations under this agreement requiring the Unit Operator
to comménce or continue drilling or to operate on or produce unitized sub-
stances from any of the lands covercd by this agreement shall be suspended
while, but only so long as, the Unit Operator despite the exercisc of due
care and diligence, is prevented from complying with such obligations, in
whole or in part, by strikes, lockouts, acts of God, federal, state or
municipal laws or agencies, unavoideble accidents, uncontrollable delays
in transportation, inability to obtain necessary materials in open market,
or other matters beyond the reasonable control of the Unit Operator whether
similar to matters herein enumérated or not.'
22. COUNTERPARTS,

This agreemeont may be executed in any mumber of counterparts with
the same force and effect as if all parties had signed the same document, or
this agreemont may be ratified with like force and effect by a separate instru-
ment in writing speeifically referring hereto, Any separate counterpart, conseant
or ratification duly executed after approval hereof by the Secretary and the
Commissioner shall be effective on the first day of the month next following
the filing thereof with the Supervisor and the Commissioner, unless cobjection
thereto is made by the Director or Commissioner and notice of such objection
is served upon the appropriate partics within sixty (60) days after such filing.
23. FAIR EMPLOYMENT.

The Unit dferator shall not discriminate against any employee or
aprlieant for employment-because of race, creed, color or national origin,
and an identieal provision shall be incorporated in all subcontfaéts.
24, LOSS OF TTLE.

In the event title to any tract of unitized land or substantial
interest therein shall fail and the true owner cannot be induced to join
this unit agreement, so that such tract is not committed to this unit agree-~
ment, there shall be such readjustment of participation as may be required

on 2ccount of such failure of title., In the event of a dispute as to title
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or as to any interest in unitized land, the Unit Operator may withhold pay-
ment or delivery on account thereof without liability for interest until
the dispute is finally settled: PROVIDED: That as t. federal and state land
or leascs, no payments of funds duc the United States or the State of New
Mexico shall be withheld but such funds shall bc deposited with the District
Land Office of the Burcau of Land Lisnagement and Commissioncr of Public
Lands of thu State of New Mexico, respectively, to be held as uncarncd money
pending final settlemcnt of the title dispute and then appliod as carncd
or rcturned in accordance with such final scttlement,

IN WITNZSS ".HERECF, the parties herceto have causcd this agreesment

to be cxocuted and have set opposite their respsctive names the date of

exceution,
ATTEST: /> PHILLIES FATROLEUM CCLit ANY
i /"_.r ° { //
,/. g
< Lﬁé ZQ/&AuymiAX/ ‘?;‘Q’BY Azééffgégégf%EZ;qaL,é7,/7
Assistant Scerctary Vice Presidont

Unit Operator and Qwner of operating
rights and working intercsts

APPROVED AS TO FORM

ATICRNEY
PHILLIPS PETRCLEUN COMPANY



CERTIFICATION -~ DETERMINATION

Pursuant to thc authority vestcd .in the Scerctary of
the Interior, under the act approved February 25, 1920 (41 Stat,
437, 30 U.S8.C. Secs, 181, et seq.), as amended by the act of .
Mugust 8, 1946 (60 Stat. 950), and delegated to the Director of
the Geological Survey pﬁrsuant to Departmental Order No, 2365 of
October 8, 1947, 43‘C.F.R. Sec. 4,611, 12 F.R, 6784, I do hercby:
A, Approve the attached agreement for the development
énd operation of the Beard Unit Areca, State of
New Moxico. |

B, Certify and determine that the unitvplan of develop-

| ment and operation contemplated in the attached agreccment

is necessary and advisable in the public intérest
for the purpose of more properly conserving the
natural rcsources.

C. Certify and determinc that the drilling, producing,
rental, minimum royalty and royalty requirements
of éll federal leases committcd to said agrecement
are hereby established, altered, changed or revoked
to conform vwith the terms and conditions of this

agreement,

patod NOV 4 1948

Blowa A Al

"QGQFE Dircctor 'y United States Geological Survey




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

Thero having been presented to the undorsigned Commissioner
of Public Lands of the State of New Mexico for examination, an
agreement for the development and operation of the Beard Unit Arca,

Lea County, New Mexico, dated B 2 mg‘ » 19___, in which
the Phillips Petroleum Company is designated as Operator and which
has been executed by various parties owning and holding oil and gas

leases cmbracing lands within the unit area and upon examination of
said agrecment, the Commissioner finds:

a., That such agreement will tend to promote the conservation
of oil and gas and the better utilization of reservoir cnergy in

said field;

b. That under the operations proposed, the State will receive
its fair share of the recoverable oil or gas in place under its
lands in the area affected;

. ‘¢o That the agrecment is in other respeets for the best
interest of the State;

d. That the agreement provides for the unit operation
of the fiecld, for the allocation of production, and the sharing
of procecds from a part of the area covered by the agreoement on
an acreage basis as specified in the agreement;

NOW, THEREFORE, by virtue of the authority conferred upon me
by Chapter 88 of the Laws of the State of New Mexico, 1943, approved
April 14, 1943, I, the undersigned, Commissioner of Public Lands of
the State of New Mexico, for the purpose of more properly conserving
the oil end gas resources of the State, do hereby consent to and approve
the said agrecment, as to thc lands of the State of New Mexico included
in szid Beard Unit Agreement, and subject to all the provisions of the
aforcsaid Chapter 88 of the Laws of the State of New Mexico, 1943.

Exocuted this \T XY day of % , 1945.

wz)«u&‘_

/Bfmmisgioner of Public Lands of

e

/ /' the State of New Mexico
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