UNIT AQGREEMENT

THIS AGREEMENT, made and entered into by and between
the Commissioner of Public Lands of the State of New Mexico,
herein referred to as 'Commissioner” or “Lessor”, and Amerada
Petroleum Corporation and Gulf 011 Corporation, herein re-
ferred to respectively as "Amerada’ snd "Gulf”, or collect-
ively as 'Lessees’,

WITNESZSSEH: THAT

WHEREAS, Gulf 1s the owner of an o1l and gas lease
covering a full interest in SE/4 SE/4 of Section 3%-115-33F,
Lea County, New Mexico, and

WHEREAS, Amerada 1s the owner of an oil and gas lease
covering, among other lands, a full interest in NE/A SE/4 Sec-
tion 34-118-33E, lea County, New Mexico, and

WHEREAS, the State of New Mexico, scting by and through
its Commlissioner of Public Lands, 1s the Lessor under both of
said o1l and gas leases, and

WHEREAS, the 011 Conservation Commission of the State
of New Mexico has heretofore, on May 1, 1951, entered its
order establishing the E/2 of SE/4 of Section 38-118-33F, as
one 80-acre proration unit for the Bagley Siluro-Devonian pool,
and

WHFREAS, for the purposes of more properly conserving
the o1l and gas resources of the State, the lLessees deaire to
develop and operate the above described severally owned leases
as a unit for the production of ol and gas from all formations
underlying said land; and

WHEREAS, the Commissioner of Public Lands of the State
of New Mexico 13 authorized to consent to and approve the de-

velopment or operation of State lands under agreements made by



lessees of State land, where such agreement3 provide for
the unit operation or development of part or all of any oil
or ges pool, fleld or area; and

WHERFAS, the 01l Conservation Commission of the State
of New Mexico 1s authoriszed to approve auch agreement.

NOW, THEREFORE, in consideration of the mutual coven-

antz: and agreements herein provided, 1t ls agreed as follows:

1. UNIT AREA: The followlng described land 1s hereby
designated the "Unit Area”:

E/2 SE/M Section 34#-11S5-33E
Lea County, New Mexico.

2. ZED_SUBS' ES: £11 oll, gas snd casinghead
gas produced from any and all formstions underlying the Unit
Area 1s unitized under this agreement and is called "unitized
substances ',

3. UNIT OPERATOR: Amersds Petroleum Corporation is
hereby designated as Unit Operator and 3hsall have exclusive
charge of th= development and operaztion of the Unit Area.
Nothing herein, however, shall be conatrued to transfer title
to any oil and gas lease, it being underatood that Unit Orer-
ator, in such capacity, shall exercise the rights of posses-
3lon of the lessees of the Unit Area for the purpose:s herein
apecified.

4. DRILLING AND DEVELOPMENT: Within ninety (90) days
after the effective date hereof the Unit Operator shall com-
mence operations for the drilling of 2 well located 1n the
center of SE/4 SE/R Section 34, T11S-R33F, lLea County, New
Mexico, and thereafter drill such well with due diligence to
a depth 3ufficient to test the Devonian formatlion found at the

approximate depth of 11,000 ft. unless unitized substances are

-



found in paying quantities at a lesser depth or an impenetra-
ble substance encountered,

All covenants express or implied in each lease cover-
ing the Unit Ares shall be applicable to the Unit Area as an
entirety as 1f covered by one lease and shall govern the sub-

sequent development and operation of the Unit Areas.
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For the nurpose of determining the payment of royalties due
Lessor under the terms of the lezses committed to this agree-
ment all production of unitized substances obtained from any
part of the Unit Area shall bde allocated to the respective
leases covering said Unit Area in the proportion thst the acre-
age interest of each lease within the Unit Area bdears to the
entire acreage interest of the Unit Area, with the same effect
23 1f that proportion of unitized substances 30 allocated to
each lease was obtained from wells drilled thereon. The roy-
alties payable for sald production allocated to each o1l and
ga3 lease comprising the Unit Area shall be computed and paild
on the basis of the proportionate amount of unitized substances
allocated to the respective lzases and in the manner provided
for the paym:nt of royalty descrlbed in each of said leases.

€. RENTAL PAYMENT: 411 rentals due the State of New
Mexico shall be paid by the respective lease owners in accord-
ance with the terms of their leases.

7.

that the commencement, drilling, completion and operation of

It 1is agreed

a well on any part of the Unit Area shall for all purposes be
considered as the commencement, drilling, completion and oper-
ation of 2 well on 2ach tract included within the Unit Area
under the terms and provisions of =ach and all of the oil and
gas leases comprizing the Unit Arez, and that production of
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unitized substances from any part of the Unit Area shall be
deemsd to be production of such unitized substances under
the terms of each and all of said leases with the same force
and effect as if said production was obtalned from a well
located on the land covered by each of said leases within
the Unit Area.

8. LEASES AMENDED TO CONFORM: The terms and pro-
visions of all oll and gas leases covering the Unit Area

upon approval hereof by the Commissioner shall be, and the
same are hereby expressly modified and amended to the extent
necessary to make the same conform to the provisions hereof,
but otherwise to remain in full force and effect.

9. TERM: This agreement shall become effective as
of the date of approval by the Commissioner hereinafter set
out and shall remain in force as long as the leases contributed
by both parties are in force as to the acreage within the Unit
Area and any extensions or renewals thereof.

IN WITNESS WHEREOF the parties hereto have executed
this agreement the day and year hereinafter set out.

Date of
STATE OF NEW MEXICO Approval:
By
Guy Shepard,
Commissioner of Public Lands
LESSOR

Execution Date:
AMERADA PETROLEUM CORPORATION

ATTEST:
By

Assistant Jecretary Vice Fresident

Execution Date:

GULF OIL CORPORATION

ATTEST:
By

Assistant Jecretary “Vice Fresident

LESSEES
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