UNITED STATES
DEPARTMENT OF THE INTERIOR
GEOIOGICAL SURVEY
Washington 25, D. C.
April 18, 1955

Union 0il Compamy of California
P.0. Box 6738
Roswell, New Mexico
Re: Queen Unit Area
Eddy County, New Mexico
Gentlemens

Reference is made to your application of April l, 1955, filed
with the 0il and Gas Supervisor, Roswell, New Mexico, requesting desig-
nation of 17,38L.19 acres, more or less, in Eddy County, New Mexico, as an
area logically subject to exploration and development under the uniti-
zation provisions of the Mireral leasing Act, as amended.

Pursuant to regulations of December 22, 1950, 30 CFR 226.3,
the following land is designated as a logical unit area, to be known as
the Queen unit area:

Te 23 Sey Re 21 Eo, N.MP.M, - Acres
Sec. 25, all _ 810,00
Sec. 26, E 320.00
Sec. 35, E3 320.00
Sec., 36, all 61;0,00

T. Zh So, R. 21 Eo’ N.I‘IoPuMo
Sec. 1, lots 1, 2, 3, U, sly%, s% (all) 624,08
Sec. 2, lots 1, 2, 3, L, S%Ng, S5 (all) 621.88

Sec.1l, all 64,0,00
Sec.12, all 61;0.,00
890013’ all 6h0.00
Sec.l).l., all 6}40.00
Sec.22, SE 160,00
Sec.23, all 640,00
Sec.2h, all 6110400
Sec.25, all 610,00
Sec.26, all 610400
Sec.27, B , 320,00

TO 2)4 S‘;, R. 22 E., NO}I.P.M. 1 1
SeCo 6, 1°tls 1, 2’ 3, ).I., 5’ 6, 7, SEZNWZ

SiNEL, E3SWL, SWi (all) 636,113

Sec. T, lots 1, 2, 3, L, EzW3, EF (all) 635.08

SeCo 8, a]l 6ll0000

Sece 9, w—é—, SE% 180,00

Sec.15, Wz, SEZ 480,00
BEFORE THE
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S P, NEW HEKNSD
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Te 2L S., R 22 E., N.M.P.M. (Continued) Acres

Sec. 16, all 10,00
Sec, 17, all 640,
Sec. 18, lots 1, 2, 3, b, E-l%ﬁ%, E% (all) 635.20
Sec. 19, lots 1, 2, 3, L, ESWL, BL (a11) 635.32
Sec. 20, all 640,00
Sec. 21, all 610,00
Sec. 22, all 640,00
Sec., 29, all 610,00
Sec. 30, lots 1, 2, 3, l, EW3, E} 636420
17,384,19

Any unit agreement submitted for the area described above
should conform with section 226.12 of the unit plan regulations and
provide for a well to test the Devonian formation or to a depth of
6,000 feet.

The standard fom of unit agreement (30 C.F.R., 226,12)
should be modified as follows:

1. In order to assure orderly and progressive
exploration of the unit area and to provide for
reasonably prompt definition of any proved pro-
ductive area therein, the attached subsection
2(e) "Automatic Elimination" should be appro-
priately inserted,

2. In order to conform to the pertinent pro-
visions of Public Law 555 (68 Stat. 585)
effective July 29, 195L, the attached revisions
of certain subsections of Sec. 18 should be
appropriately substituted.

3. In order to conform to Executive Order 10557
(19 F. R., 5655) the attached "Fair Employment"

section should be substituted for Sec. 27 of the
standard form.

lis The Certification-Determination should be
revised as shown on the bottom of the page con-
taining the above-mentioned changes in section 18,

In the gbsence of any objections not now apparent, a duly
executed agreement identical with the standard form, modified as
specified herein, will be approved if submitted within a reasonable
period of time. If conditions are such as to require any further
modification of the standard form, three copies of the form so
modified with all modifications plainly marked and explained should
be submitted through the 0il and Gas Supervisor for preliminary
approval by the Director.



When the executed agreement is transmitted to the Supervisor
for approval, include the latest status of all Federal acreage, showing
the current record owner of all issued leases and the current status of
any lease applications. However, notice is hereby given that the right
is reserved to deny approval of any executed agreement subtmitted which
in my opinion does not have the full commitment of sufficient lands to
afford effective control of unmit operations.

Very truly yours,

s/ Thomas B. Nolan

Acting Director
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OIL CONSERVATION COMMISSION

P. 0. BOX 871
SANTA FE, NEW MEXICO

April 18, 1957

Union 0il Company of California
Union Oil Building
619 nest Texas
#¥idland, Texas
. »'“u'wm“"\\

Attention: sr. R. F. Jemnings, Jr. -
Re:r Queen Unit Area

Eddy County, .~

R ars mé_-o
Gentlemen:

This is to advise that the New Mexico 0il
Conservation Commission has this date approved your
request that the Queen Unit Agreement be permitted
to expire April 19, 1957.

We are forwarding five coples of the approwe
al to the United States Geological Survey, Roswgsll,
New Mexico.

Very truly yours,

Ae L. PORTER, Jro,
Secretary=Director

DSN/ga

cC e Se Go So
Roswell, New Mexico

ILLEGIBLE
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FORM 401

Union. OQil Companézf of California
, Union 0il Building 9 West Texas

State of New Mexico
01l Conservation Commission
S8anta Fe, New Mexico

Re: Queen Unit Agreement
T~23-S, R=21-E, T=2h=S, R~-21-E
R=22~E, Eddy County, New Mexico
Gentlemen:

Enclosed is & letter signed by Mr, E. Re Atwill, Attorney-
in-Fact for Union 0il Company of Califernia requesting that the
Queen Unit Agreement be permitted to expire om April 19, 1957.

Please approve five copies to be forwarded to the United
States Geolcgical Survey Office in Roswell, New Mexico, to the
attention of Mre Eddie Canfield,

Thanks for your cooperation in this matter,

Yours very truly,

UNION OIL COMPANY F CALIFORNIA

Robert F, Je 8, Jre,
RFJ,dr/es Landman
encle

ccs U.S. Geological Survey
Roswell, New Mexice
Attention: Mr, Eddie Canfield

Mr. U. M. Stanley

Union 0il Company of California
Box 6738

Roswell, New Mexico



Uovrony CoraeANY OF CATLTRORNTA.

MriDLAND, TRXAS
E.R. ATWILL . s »
MANAGER OF OPERATIONS,WEST TEXAS DIV. A‘i T 1 1 ]_d, 1997
The State of Ilew lexico
0il Conservaticn Commission
Santa Fe, New Hexico
United States Department of the Interior
Director, United States Geolcgical Survey
Washington, . C.
Re: Queen Unit Agreement
T-23-5, R-21-E anc
T=2L=S, R=21-E & R~22-%,
Eddy County, HNew lexico

Gentlemens

On September 15, 1555, the 0il Conservetion Commission of the State of New lexico
P L s

by Case No. $52 and Order No. R-T06 approved the above captzonec unit agreement,

subject to the the United States Geological Survey

the Director of the United States Geological Survey also ap=-

On Decerber 19, 1955,
tioned unit =zgreement, and assigned it to No. 1L=08-C01-2LL6.
i 3 N

[}
rroved the zbove ¢z
Application was made for an extension of time for the drilling of the second well
under this unit ogreement, and this application was approved by the 0il Conserva-
tion Commission on July 9, 1956, and by the Director of the United States Geologi-
cal Survey on August 31, 1956. This extension for the time in which we night drill
the second well expires on April 19, 1957.

-

[}

The Union Qil Company was unit operator and was owner of 100% of the comnitted work-
ing interest; hcuever, 1L is now un2ble to prosscute further drilling operations un-
der the terms of this unit agreement. Therefore, we hereby recuest that the Queen

Unit Agreement he permltted to expire on April 19, 1957.

Very truly yours,

NION OIL COMPANY OF CALIFCRXM

b e T TG G So' Ey;é/-/gm

E. R. Atwill
Lttorney-in-IFact fl;s}’




OIL CONSERVATION COMMISSION
P. O. BOX 871

SANTA FE, NEW MEXICO
-3

July 9, 1956

Union Oil Company of Califoraia
P. O. Box 6738
Roswell, New Mexico

Attention: Mr. D. A, Dunn

Re: Queen Unit Agreement
Eddy County, New Mexico

Gentlemen:

Enclosed herewith are seven approved copies of the approved
extension of time for the commencement of a second well in the Queen
Unit Area, as requested in your letter of June 29, 1956.

Inasmuch as this Commission has previously approved this
extension on June 28, 1956, said approval being mailed to your Midland
office, we are dating these additional copies of the approval June 28,
1956, subject to like approval by the United States Geological Survey. -

Very truly yours,

A. L. Porter, Jr.
Secretary-Director
ALP:jh
cec: U.5.G.S., Roswell

ILLEGIBLE




FORM 401 BL.

Union Oil Company of California
LIl A 1Y
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P, 0, Box 6738
Roswell, New Mexico
June 29, 1956

Mr, Ae L, Porter, Secretary W

New Mexico 0il Conservation Commission
Santa Fe, New Mexico

*

Re: Queen Unit Agreement
Eddy County, New Mexico

Dear Mr. Porter:

Enclosed are eight copies of a request for an extension of time for the
conmencement of a second well on the Queen Unit in Eddy County, New
Mexicoe

This Unit contains both Federal and patented lands, Ne State lands are
involved and the extension does not need to be signed by the Commissioner
of Public Lands; however, we do need the approval of the 0il Conservation
Commission since the Commission approved the original Umit Agreement,

We would appreciate your signing and returning seven copies, retaining
one for your files, to us so that we may turn them over to the U. S,
Geological Survey for final approvals The local office of the Geological
Survey had informed us that it would be necessary to obtain the approval
of both the Commissioner and the Commission; however, after reviewing
they agreed with Mr, Walker that the approval of the Commissioner is not
necessarys

Your early attention to this matter would be appreciateds
Very truly yours,

UNION OIL COMPANY OF CALIFORNIA

O, ]
AL g 'é_’_ , )
David A, W !
District Geologist, New Mexico
DAD/rpd

Enclse



DAG/JAY Deliey

STATE OF T4 MEXICH
oYy IF mny )

WHERBAS, on the 15%h day of Septesber, 1955, oertain perties sntered
inte au agreement for the dewelopmeut end epeswdion of the Queen Unit situated
in the County of ¥ddy, “tate of Wew Mexisce; mmd

WHEREAS, on the 13th day of Oetoler, 1955, the Uil Conservation Jomzission
of the State of ¥ew Yexioc approved said wmit plan of operatiom) and

WHEHEAS, said Unit Agresnent provided that the sevond weli to be drilled
on lands embraced on said unit be ecomenced on or before July 19, 1956; snd

WHERFAS, the operators of said umit desive sdditional time to plan cpere-
tiong on said soreage embreced 1n said Quesn Unit,

¥, TYFRETORE, it is agreed snd sppreved by the )il Conservation Come
nission of ths "tate of Yew Yexico, &» well as the Comxissiomsr of FPublic Lands
for the State of Yew exigo, and Direstar of U. 5, Osclogioal turvey, that the
time for comusncement of said seeond well be extended wstil the loth day of
April, 1957,

Exocept as hereinabove provided, all of the terass and provisions of the
it Lgreement rexmain the save,

APPROVED
EXTENSI W APPROVEDS funion it Co.ofCait.
Wes-Tex Div.

a UNION a1l GONPAYY OF CALIFORIA

D m Tttorney~1n-Fact
COMNISaIES OF FUBLIC fa¥Du
BTATE O W MEXIOD

A
M

THIS APPROVAL GRANTED SUBJECT TO LIKE AP g& ¢3 %ﬁﬁ'ﬂ:{i}ﬂ mmx‘}a

BIANG GRANTED BY THE URITED STATES c:omn%:hiﬁ ’iin ‘?, mxz
BURVEY WW“
,f'
JUN 2 8 1956 Cite A

DIRECTOR OF 4, 8. QE&LALGA» SURVEY
.. £]

ILLEGIBILE
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OIL CONSERVATION COMMISSION
P. O. BOX 871

SANTA FE, NEW MEXICO

June 28, 1956

Union Oil Company of California
Union Oil Building

619 West Texas

Midland, Texas

Attention: Mr. E. R, Atwill

Re: Queen Unit - Eddy
County, New Mexico

Gentlemen:

This is to advise that the New Mexico Qil Conservation Commission
has this date approved your request, dated June 15, 1956, for extension of
time from July 15, 1956, to April 19, 1957, in which to commence the
second test well in the subject Unit Area.

Approval of this extension is granted subject to like approval being
obtained from the United States Geological Survey.

One approved copy of the extension is returned herewith.

Very truly yours,

A. L. POBRTER, JR.,
ALP:DSN:ds Secretary - Director

cc: U. S. Geological Survey - Roswell



FORM 402 6-55 500M 2,
PRINTED IN U.5.A. Iy
A

! P_g:":- . »
Uniop;,0il C/'()'lﬁ’@g of California IN REPLY GIVE NO.
UnlomVosl Building ' €19 i, Texas
i

84y
June 15, 1956

/o
04l Conservation Commission v/// i e
Commissioner of Public lands
Eegional Dirretor, Us . Geological Survey

Ret ‘ueen Unlt agreement
iddy County, New Hexico
(LU=08-001-2LL6)

(Comne Order R=706)

Gentlemen:

On Octoter 12, 1955 the 01l Conservation Commission of the State of New
Mexico approved the above ecaptloned Unit Agreement and on December 19,
1955 the Director, Us S, Geological Survey, likewise approved the Undt
Agreement., ‘

On January 19, 1956 Union Uil Company of California, as Unit Operator,

plugged and abandoned at a total depth of €737 feet the Fodersl White

lNos 1, located 650 feet from the North and vWest lines of Section 17,

Tellel, 1=22=E, ‘ddy County, New Mexico. During the drilling of this

well considerable difficulty was experisnced in cavernous formations,

resulting in the loss of samples. Thore were, however, slight shows of
il encountercd.

Under the terms of the Operating Agreement, Union is required to commence
drilling operations on a second test on or before July 13, 1954,

de do not feel that the acreage covered by the Unit Agreement has been
condermed for comnercial oil and gas preduction; and we should like to
request additional time in which to conslder the drilling of an additional
test or tests. Ixtremely haszardous and expensive operations, as well as
the unknown geologiecal conditions, require additional time for planning
and enlisting the ald of other operators who might be interested in the
ares,

We should like for you to extend until April 19, 1957 the commencement
date of 3 second well under the terms of this Unit Agreement, and, for



01l Consecrvation Commission
Commissioneyr of rublie Lands
Regionsl Director, Us S. Geolopical Survey Page Two
June 15, 1956

convenience, w¢ have prepared and attach hereto such an ixtension.
It would be appreciated if you would execute same,
Very truly yours,

UNION CIL COMPANY O CALIFCANIA

45?:%f<5-{f;£;§;;aﬁe;
By:

Ee Re Atwill

Manager of (perations
ESK/m3 West Texas Division
Enclosure
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June 19, 1956
in reply refer o3
Uaid Division

Union 11 Company of Californis
Unian 381 Bullding

i “'est Texas

[ faland, Texas

N
ﬁe:( cgeen Unit ~corecment
“Zddy County. New Mexico

Stteationt Mr, S. R, Atwill

Tentlemen:

e are returning to you your xtension of
ucen Unit Jevelopment Agreament unapproved.

Thig U'nit 1s composed entirely of Federal
Pubile Lance d{d not approve this Unit snd could

a2l approve such extension.

Vary truly; yours,

o Iy 8 tE Yy
ice S. ‘-‘.-“LL;’;,:VR

Commissionsr of ublic Lands

T ooy !,,

cLi AR
enes 1

o N e U ™
e TOCeSanta Fe

eGt-Roswell



‘Union Oil Company of California

Ps 0. Box 6738
Roswell, New Mexico
January 5, 1956

0il Conservation Commission
State of New Mexico

State Capital Building
Santa Fe, New Mexico

Gentlemens
Attac hereto is a completed approved Unit Agreement cover-
ing ouf Queen Post Office Unit in southwestern Eddy County,
New Mexicoe
This Unit Agreement is furnished under the provisions of
Order No. R=706, Case No, 953 dated October 13, 1955 and was
approved December 19, 1955,

Very truly yours,

UNION OIL COMPANY OF CALIFORNIA

We M, Sfanley é :

District Landman, New Mexico

wMS/rpd
Encle
ccy Mre. Eo Se¢ Keefe

Union 0il Company of California
Midland, Texas

RM 401 BL 3-35 20M



CERTIFICATION -~ DETERMINATION

Pursuant to the authority vested in the Secretary of Interior, under
the act approved February 25, 1920, 41 Stat. 437, as amended, 30 U. S, C,

Secse 181, et seqs, and delegated to the Director of the Geological Survey pure
suant to Departmental Order No, 2365 of October 8, 1947, L3 C. F. R, Sec. Lo611,
12 Fo R, 6784, I do hereby:

Aes Approve the attached agreement for the development and operation
of the Queen Unit Area, State of New Mexico,

Be Certify and determine that ﬁhe unit plan of development and
operation contemplated in the attached agreement is necessary and advisable in
the public interest for the purpose of more properly conserving the natural ree-
sources,

Ce Certify and determine that the drilling, producing, rental,
minimum royalty, and royalty requirements of all Federal leases committed to
sald agreement are hereby established, altered, changed, or revoked to conform
with the terms and conditions of this agrcement,

Dated: DEGC 19 1955 .

BIroctor; Unitcd Soates Goological SUIvey.

14328 14-G8-001-2446
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UNIT AGREZMINT FOR THE DEVELomENT — RECEIVED
AND OPERATION OF THE QUEEN UNIT AREA
COUNTY OF EDDY, STATE OF NEW MEXICO NOV 41355
U. S. GECLCGICAL SURVEY
ROSWELL, NEW MEXICO
THTS AGREEMENT, entered into as of the Ay day of S o %. , 1955,
o7 and between the parties subscribing, ratifying, or consenting hereto, and
Lierein referred to as the "parties hereto,!
WITNESSETH:
WHEREAS the parties hereto are the owners of working, royalty, or other
¢il and gas interests in the unit area subject to this agreement; and
WHEREAS the Act of February 25, 1920, 41 Stat, 437, as amended by the
Act of August 8, 1946, 60 State 950, 30 U.S5,C. Secss 181 et seq., authorizes
Federal lessees and their representatives to unite with each other, or jointly
or separately with others, in collectively adopting and operating a cooperative
or unit plan of development or operation of any oil or gas pool, field, or like
area, or any part thereof, for the purpose of more properly conserving the natue
ral resources thereof whenever determined and certified by the Secretary of the
Interior to be necessary or advisable in the public interest; and
WHEREAS, the 0il Conservation Commission of the State of New Mexico is
authorized by an Act of the legislature (Chape 168 Laws 1949) to approve this
agreement and the conservation provisions hereof; and
WHEREAS the parties hereto hold sufficient interests in the Queen Unit
Area covering the land hereinafter described to give reasonably effective cone
trol of operations therein; and T
WHEREAS it 1s the purpose of the parties hereto to conserve natural
resources, prevent waste, and Secure other benefits obtainable through develope
ment and operation of the area subject to this agreement under the terms, cone
ditions, and limitations herein set forthj
NGW, THEREFORE, in consideration of the premises and the promises
herein contained, the parties hereto commlt to this agreement their respective
interests in the below-defined unit area, and agree severally among themselves
as follows:
1. ENABLING ACT AND REGULATIONS, The Actrof February 25, 1920, as
amended, supra, and all valid pertinent regulations, including operating and unit
plan regulations, heretofore i1ssued thereunder or valid pertinent and reasonable




regulations hereafter issued thereunder are accepted and made a part of this
agreement as to Federal lands, provided such regulations are not inconsistent
with the terms of this agreement; and as to non<Federal lands, the oil and gas
operating regulations in effect as of the effective date hereof governing drille
ing and producing operations, not inconsistent with the terms hereof or the laws
of the State in which the non<Federal land is located, are hereby accepted and
made a part of this agreement,

2 UNIT AREA, The following described land is hereby designated and
wecognized as constituting the Queen Unit Area:

NEW MEXICO PRINCIPAL MERIDIAN, NEW MEXICO

Tw23wS = RelleE

Sece 253 AY
Sece 26: Ei
Sece 35: E5
Secs 36! All

TelliwS = Re2leE

Sece 1l: Iots 1, 2, 3, L, s%w%, 5% (all)
3605 2: LO'bS 1’ 2’ 3, h’ S—Q'N'i, S% (all)
SGO. 11! All
Sece 12: A1l
Sece 13: All
Sec. lh: All
Secs 22: SE%‘
Sec. 23: A1l
Sec, 2’-‘-: All
Sec. 25: All
Sece 26: All
Sece 27: E}

Twu2liwS « Re22«E

Sece 61 Iots 1, 24 3, L, 5, 64 7, SEXWIL, SINEL,
E%S‘J‘y%’ SW4 all

Sece Tt lots 1, 2, 3, L, Edw%, B (all)

Sece 8t AL

Sece 9: W3, SEL

Secs 15: W3, SE

Sece 16: All

Secs 17: All

Sece 18: lots 1, 2, 3, L, Egi

Sece 20¢ A1l

Sece 213 All

Sece 22¢ All

Sece 29: All

Sece 30: lots 1, 2, 3, L, B33, B3 (all)

Total Unit Area embraces 17,38L+19 acres, more or less,

Exhibit "A" attached hereto is a map showing the unit area and the
boundaries and identity of tracts and leases in said area to the extent known
to the Unit Operator, Exhibit "B" attached hereto is a schedule showing to the

2w



extent known to the Unit Operator the acreage, percentage, and kind of ownere
ship of o0il and gas interests in all land in the wnit area., However, nothing
herein or in said schedule or inap shall be construed as a representation by any
party hereto as to the ownership of any interest other than such interest or
interests as are shown in said map or schedule as owned by such party. Exhibits
A" and "B%" shall be revised by the Unit Operator whenever changes in the unit
area render such revision necessary, or when requested by the 0il and Gas Super
visory hereinafter referred to as "Supervisor", and not less than six coplies of
vha revised exhibits shall be filed with the Supervisor, and two copies each with
the 0il Conservation Commission of the State of New Mexico, hereinafter referred
*o as the "Commission",

The above~described unit area shall when practicable be expanded to
include therein any additional tract or tracts regarded as reasonably necessary
or advisable for the purposes of this agreement, or shall be contracted to ex-
~lude lands not within any participating area whenever such expansion or cone
traction is necessary or advisable to conform with the purposes of this agree=
~mente Such expansion or contraction shall be effected in the following manner:

(=) Unit Operator, on its own motion or on demand of the Director of
the Geological Survey, hereinafter referred to as "Director', or on demand of
the Commission, shall prepare after preliminary concurrence by the Director 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, preferably the first day of a month subsequent to the
date of notice,

(b) Said notice shall be delivered to the Supervisor and the Commission,
and copies thereof mailed to the last known address of each working interest
owner, lessee, and lessor whose interests are affected, advising that 30 days
will be allowed for submission to the Unit Operator of any objections,

(¢) Upon expiration of the 30e=day period provided in the preceding
item (b) hereof, Unit Operator shall file with the Supervisor and the Commission
evidence of mailing of the notice of expansion or contraction and a copy of any
objections thereto which have been filed with the Unit Operatér, together with
an application for approval of such expansion or contraction, and with
appropriate joinders, '



(@) After due consideration of all pertinent information, the expansion
or contraction shall, upon approval by the Director and the Commission, become
effective as of the date prescribad in the notice thersof,

(e) AUTCMATIC ELIMINATION, All legal svbdivisicns of unitized lands
{i.esp L0 acres ty Goverrmuent survey or its nearest lot or tract equivalent in
instanees of irvegvlar surveys), no parts of which are entitled to be in a pare
tiecipating aren within 5 years after the first day of the menth following the
«fTective date of tha first initial participating area established under this
mit agreement, shall be eliminated automatically from this agreement, effective
28 of the first day thereafter, and such lands shall no longer be a part of the
wilt area and =hall no longer be subject to this agreement, unless at the expire
stion of said § year period diligsni drilling operations are in progress on
amitized lands not emtitled to participation, in which event all such lands shall
remain subject hereto for so long as such drilling operations are continued
“iligently, with not more than 90 dayut time elapsing between the completion of
+ns such well and the commencemen: of the next such well, except that the time
z1lowed between such wells shall not expire earlier than 30 days after the ex=
piration of any period of time during which drilling operations are prevented by

-a matter beyond the reasonable control of Unit Operator as set forth in the
section hereof entitled, "Unavoldable Delay"; provided that all legal subdivie
sions of lands not in a participating area and not entitled to become particlie
pating under the applicable provisions of this agreement within 10 years after
said first day of the month following the effective date of said first initial
narticipating area shall be eliminated as above specified, Determination of
creditable "Unavoidable Delay" time shall be made by Unit Operator and subject
to approval of the Director and the Commission, The Unit Operator shall, within
90 day= after the effective date of any elimination hereunder, describe the ares
0 eliminated to the satisfaction of the Director and the Commission, and promptly
notify all parties in interest,

If conditions warrant extension of the 1lO-year period speci_t‘ied in
shis subsection 2(e), a single extension of not to exceed 2 years may be accome
olished by consent of the owners of 90% of the current unitized working inte
erests and 60% of the current unitized basic royalty interests (exclusive of
she basic royalty interests of the United States), on a total-non-participatinge-

oo



écreage basis, respectively, with approval of the Director and the Cormission,
provided such extension application is submitted to the Director and the _
Commission not later than 60 days prior to the expiration of said lO-year period,
Any expansion of the unit area pursuant to this section which eme
rvaces lands theretofore eliminated pursuant to this subsection 2(e) shall not
bz considered auvtomatic cormitment or recommitment of such lands,
A1l Jand comitted tc this agreement shall constitute land referred to
harein as "unitized lanc! or "land subject to this agreement®,

3s UNITIZED SUBSTANCESe All oil and gas in any and all formations

cf the unitized land are unitized under the terms of this agreement and herein

~7¢ called "unitized substances",

s UNIT OPERATORs Union 0il Company of California is hereby desige

nated as Unit Operator and by signature hereto as Unit Operator agrees and conw
ser:ts to accept the duties and obligations of Unit Operator for the discovery,
davelopment, and production of unitized substances as herein provided.s Whenever
raference is made herein to the Unit Operator, such reference means the Unit
Overator acting in that capacity and not as an owner of interest in unitized
subsvances, and the term "working interest owner" when used herein shall ine
clude or refer to Unit Operator as the owner of a working interest when such

an interest is owmed by ite

Se RESIGNATION OR REMOVAL OF UNIT OPERATOR., Unit Operator shall

have the right to resign at any time prior to the establishment of a partici-
rabing area or areas hereunder, but such resignation shall not become effective
75> as to release Unit Operator from the duties and obligations of Unit Oper=-
ator and terminate Unit Operator's rights as such for a period of 6 months
ater notice of intention to resign has been served by Unit Operator on all
vorking interest owners, the Director, and the Commission, and until all wells
then drilled hereunder are placed in a satisfactory condition for suSpensioh or
abandonment whichever is required by the Superviscr as to Federal lands and the
Commission as to privately owned lands, unless a new Unit Operator shall have
Leen selected and approved and shall have taken over and assumed the duties
anl obligations of Unit Operator prior to the expiration of said period.

Unit Cperator shall have the right to resign in like manner and sube
Ject to like limitations as above provided at any time a participsting area es-~

S



t;ablished hereunder is in existence, but in all such instances of resignation or
removal until a successor unit operator is selected and approved as hereinafter
provided, the working interest owners shall be jointly responsible for performance
of the duties of unit operator, and shall not later than 30 days before such
resignation or removal becomes effective appoint a common agent to represent

them in any action to be taken hereunder,

The resignation of Unit Operator shall not release Unit Operator from
any liability for any default by it hereunder occurring prior to the effective
date of 1ts resignation,

The Unit Operator may, upon default or failure in the performance of
its duties or obligations hereunder, be subject to removal by the same percenw
t2ge vote of the owners of working interests determined in like manner as herein
nrovided for the selection of a new Unit Operators Such removal shall be
affective upon notice thereof to the Director and the Commission,

The resignation or removal of Unit Operator under this agreement shall
ot terminate its right, title, or interest as the owner of a working interest
or other interest in unitized substances, but upon the resignation or removal
of Unit Operator becoming effective, such Unit Operator shall deliver possession
of all equipment, materials, and appurtenances used in conducting the unit
operations and owned by the working interest owners to the new duly qualified
successor Unit Operator or to the owners thereof if no such new Unit Operator ‘
is elected, to be used for the purpose of conducting unit operations hereunder,
Nothing herein shall be construed as authorizing removal of any material, equip-
nent and appurtenance needed for the preservation of any wells,

6e SUCCESSOR UNIT OPERATOR. Whenever the Unit Operator shall tender

his or its resignation as Unit Operator or shall be removed as hereinmabove
provided, the owners of the working interests in the participating area or

areas according to their respective acreage interests in such participating
area or areas, or, until a participating area shall have been established, the
owners of the working interests according to their respective acreage interests
in all unitized land, shall by majority wote select a successor Unit Operator:
-PROVIDED, That, if a majority but less than 75 per cent of the working interests
qualified to vote are owned by one party to this agreement, a concurring vote of

one or more additional working interest owners shall be required to select a new
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operator, Such selection shall not become effective until (a) a Unit Operator
So selected shall accept in writing the dutlies and responsibilities of Unit
Operator, and (b) the selection shall have been approved by the Director and the
Commissione If no successor Unit Operator is selected and qualified as herein
provided, the Director and the Commission at their election may declare this
unit agreement terminated,

Te ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT, If the Unit

Operator is not the sole owner of working interests, costs and expenses ine
curred by Unit Operator in conducting unit operations hereunder shall be paid
and apportioned among and borne by the ocwners of working interests, all in
accordance with the agreement or agreements entered into by and between the
Unit Operator and the owners of working interests, whether one or more, sepa=-
rately or collectivelye Any agreement or agreements entered into between the
working interest ovmers and the Unit Operator as provided in this section,
whether one or more, are herein referred to as the "unit operating agreement”,
Such unit operating agreement shall also provide the mammer in which the worke
ing interest owners shall be entitled to receive their respective proportionate
and allocated share of the benefits accruing hereto in conformity with their
underlying operating agreements, leases, or other independent contracts, and
such other rights and obligations as between Unit Operator and the working
interest owners as may be agreed upon by Unit Operator and the working inte
erest owners; however, no such unit operating agreement shall be deemed either
to modify any of the terms and conditions of this unit agreement or to relieve
the Unit Operator of any right or obligation established under this unit agreee
ment, and in case of any inconsistency or conflict between the unit agreement
and the unit operating agreement, this unit agreement shall prevail, Three true
copies of any unit operating agreement executed pursuant to this section shall
be filed with the Supervisor and one true copy with the Commission,

8 RIGHTS AND OBLIGATIONS OF UNIT OPERATOR, Except as otherwise

specifically provided herein, the exclusive right, privilege, and duty of exer
cising any and all rights of the parties hereto which are necessary or convenient
for prospecting for, producing, storing, allocating, and distributing the unitized
substances are hereby delegated to and shall be exercised by the Unit Operator

as herein provideds Acceptable evidence of title to said rights shall be de-
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posited with said Unit Operator and, together with this agreement, shall con-
stitute and define the rights, privileges, and obligations of Unit Operator,
Nothing herein, however, shall be construed to transfer title to any land or to
any lease or operating agreement, it being understood that under this agreemen't".
the Unit Operator, in its capacity as Unit Operator, shall exercise the rights
of possession and use vested in the parties hereto only for the purposes hére:ln
specified,

9« DRILLING TO DISCOVERY, Within 6 months after the effective date

hereof, the Unit Operator shall begin to drill an adequate test well at a loca-
tion approved by the Supervisor if such lands are upon lands of the United

States and if upon patent lands such location shall be approved by the
Commission, unless on such effective date a well is being drilled conformably
with the terms hereof, and thereafter continue such drilling diligently until

the Devonian formation has been tested or until at é lesser depth unitized
substances shall be discovered which can be produced in paying quantities (to:»wit:
quantities sufficient to repay the cost of drilling, and prodt;cing operations,
with a reasonable profit) or the Unit Operator shall at any time establish to

the satisfaction of the Supervisor as to wells on Federal lands or the Commission
as to wells on patented lands that further drilling of said well would be une
warranted or impracticable, provided, however, that the Unit Operator shall

not in any event be required to drill said well to a depth in excess of 6,000
feete Until 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 6 months between the
completion of one well and the beginning of the next well, until a well capable
of producing unitized substances in paying quantities is completed to the satise
faction of said Supervisor and Commission, or until it is reasonably proved that
the unitized land is incapable of producing unitized substances in paying
quantities in the formations drilled hereunder, Nothing in this section shall
be deemed to limit the right of the Unit Operator to resign as provided in
Section 5 hereof, or as requiring Unit Operator to commence or continue any
drilling during the period pending such resignation becoming effective in order
to comply with the requirements of this section, The Director and the Commission
may modify the drilling requirements of this section by granting reasonable
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extensions of time when, in thelir opinion, such actlion is warranted,

Upon failure to comply with the drilling provisions of this section, ‘
the Director and the Commission may, after reasonable notice to the Unit Operator;,
and each working interest owner, lessee, and lessor at their last known addresses,
declare this unit agreement terminated,

10, PIAN OF FURTHER DEVELOPMENT AND OPERATION. Within 6 months after

completion of a well capable of producing unitized substances in paying quanti-
ties, the Unit Operator shall submit for the approval of the Supervisor and the
Commission an acceptable plan of development and operation for the unitized

land which, when approved by the Supervisor and the Commission, shall constitute
the further drilling and operating obligations of the Unit Operator under this
agreement for the period specified therein, Théreafter, from time to time before
the expiration of any existing plan, the Unit Operator shall submit for the '
approval of the Supervisor 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 the exploration of the unitized area
and for the diligent drilling necessary for determination of the area or areas
thereof capable of producing unitized substances in paying quantities in each
and every productive formation and shall be as complete and adequate as the
Supervisor and the Commission may determine to be necessary for timely develop-
ment and proper conservation of the oil and gas resources of the unitized area
and shall (a) specify the number and locations of any wells to be drilled and
the proposed order and time for such drilling; and (b) to the extent practicable
specify the operating practices regarded as necessary and advisable for proper
conservation of natural resources, Separate plans may be submitted for separate
productive zones, subject to the approval of the Supervisor and the Commissione
Said plan or plans shall be modified or Supplemented when necessary to meet _
changed conditions or to protect the interests of all parties to this agreement,
Reasonable diligence shall be exercised in complying with the obligations of the
approved plan of development, The Supervisor and the Commission is authorized
to grant a reascnable extension of the 6~month period herein prescribed for sube .
nmission of an initial plan of development where such action is justified because
of unusual conditions or circumstances, After completion hereunder of a well

capable of producing any unitized substance in paying quantities, no further
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ﬁells, except such as may be necessary to afford protection against operations
not under this agreement or such as may be specifically approved by the
Supervisor and the Commission, shall be drilled except in accordance with a plan
of development approved as herein provided,

11, PARTICIRATION AFTER DISCOVERY, Upon completion of a well capable

of producing unitized substances in paying quantities or as soon thereafter as
required by the Supervisor, and the Commission, the Unit Operator shall submit
for approval by the Director and the Commission a schedule, based on subdivisions
of the public-land survey or aliquot parts thereof, of all unitized land then
regarded as reasonably proved to be productive of unitized substances in paying
quantities; all lands in said schedule on approval of the Director and the
Commission to constitute a participating area, effective as of the date of
completion of such well or the effective date of the unit agreement, whichever
is later, Said schedule also shall set forth the percentage of unitized sub=
stances to be allocated as herein provided to each unitized tract in the
participating area so established, and shall govern the allocation of production
from and after the date the participating area becomes effectives A separate
participating area shall be established in like manner for each separate pool

or deposit of unitized substances or for any group thereof produced as a

single pool or zone, and any two or more participating areas so established may
be combined into one with the consent of the owners of all working interest in
the lands within the participating areas so to be combined, on approval of the
Director and the Commission, The participating area or areas so established shall
be revised from time to time, subject to like approval, 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 paying quantities, or to exclude land then regarded as reasonably proved

not to be productive and the percentage of allocation shall also be revised
accordinglys The effective date of any revision shall be the first of the

month in which is obtained the knowledge or information on which such revision
is predicated, provided, however, that a more appropriate effective date maybe
used if justified by the Unit Operator and approved by the Director, No land
shall be excluded from a participating area on account of depletion of the

“unitized substances,
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It is the intent of this section that a participating area shall
represent the area lmown 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 requiring any retroactive adjustment
for production obtained prior to the effective date of the revision of the
participating areae

In the absence of agreement at any time between the Unit Operator and
the Director and the Commission as to the proper definition or re-definition
of a participating area, or until a participating area has, or areas have, been
established as provided herein, the portion of all payments affected thereby
may be impounded in a manner mutually acceptable to the owners of working
interest, except royalties due the United States, which shall be determined by
the Supervisor and the amount thereof deposited, as directed by the Supervisor,
to be held as unearned money until a participating area is finally approved and
then applied as earned or returned in accordance with a determination of the
sum due as Federal royalty on the basis of such approved participating areae

Whenever it is determined, subject to the approval of the Supervisor,
as to wells on Federal land and the Commission as to wells on privately owned
lands that a well drilled under this agreement 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, for the
purposes of settlement among all parties other than working interest owners,
be allocated to the land on which the well is located so long as such land is
not within a participating area established for the pool or deposit from which
such production is obtained, Settlement for working interest benefits from
such a well shall be made as provided in the unit operating agreement,

12, ALLOCATION OF PRODUCTION, All umitized substances produced from

each participating area established under this agreement, except any part thereof
used in conformity with good operating practices within the unitized area for
drilling, operating, camp and other production or development purposes, for ree
pressuring or recycling in accordance with a plan of development approved by

the Supervisor and the Commission, or unavoidably lost, shall be deemed to be
produced equally on an acreage basis from the several tracts of unitized land

of the participating area established for such production and, for the purpose
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6f determining any benefits accruing under this agreement, each such tract of
unitized land shall have allocated to it such percentage of said production

as the number of acres of such tract included in said participating area bears
to the total acres of unitized land in said participating area, 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 of tract of said participating area, If any gas produced from
one participating area is used for repressuring or recycling purposes in ane
other participating area, the first gas withdrawn from such last-mentioned
participating area for sale during the life of this agreement s@ be cone
sidered to be tha gas so transferred until an amount equal to that transferred
shall be So produced for sale and such gas shall be allocated to the participating
area from which initially produced as constituted at the time of such final
productione

134 DEVFIOPMENT OR OPIZATION OF NON~PARTICIPATING IAND OR FORMATIONS,

A7y party hereto owning or controlling the working interest in any unitized land
having thereon a regular well location may with the approval of the Supervisor
as to iFedgral land or the Commission as to privately owned land, at such party's
sole risk, cost, and expense drill a well to test any formation for which a
participating area has not been established or to test any formation for which
a participating area has been established if such location is not within said
participating area, unless within 90 days of receipt of notice from said party
of his intention to drill the well the Unit Operator elects and commences to
drill such well in like mammer as other wells are drilled by the Unit Operator
under this agreement,

If any well drilled as aforesaid by a working interest owner results
in production such that the land upon which it is situated may properly be ine
cluded in a participating area, such participating area shall be established or
enlarged as provided in this agreement and the well shall thereafter be operated
by Unit Operator in accordance with the terms of this agreement and the unit
operating agreement,

If any well drilled as aforesaid by a working interest owner obtains
production in quantities insufficient to justify the inclusion in a particie
pating area of the land upon which such well is situated, such well may be
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operated and produced by the party drilling the same subject to the conserva=

tion requirements of this agreement, The royalties in amount or value of proe
duction from any such well shall be paid as specified in the underlying lease

and agreements affecteds

14, ROYALTY SETTLEMENT, The United States and all royalty owners

who, under existing contract, are entitled to take in kind a share of the sube
stances noWw unitized hereunder produced from any tract, shall hereafter be en-
titled to the right to take in kind their share of the unitized substances
allocated to such tract, and Unit Operator, or in case of the operation of a
well by a working interest owner as herein in special cases provided for, such
working interasst owner, shall make deliveries of such royaltjr share taken in
kind in conformity with the applicable contracts, laws, and regulations. Settlew
ment for royalty interest not taken in kind shall be made by working interest
owners responsible therefor uncer exdsting contracts, laws, and regulations, on
or before the last day of each nonta for unitized substances produced during
the preceding calendar monthj provided, however, that nothing herein contained
shall operate to relieve the lesseces of any land from their respective lease
obligations for the payment.v of any royalties due under their leases.

If gas obtained f;"om lands not subject to this agreement is introe-
duced into any participating area hereunder, for use in repressuring, stimulae
tion of production, or increasing ultimate recovery, which shall be in conformity
with a plan first approved by the Supervisor and the Commission, a like amount
of gas, after-settlement as herein provided for any gas transferred from any
other participating area and with due allowance for loss or depletion from ary
cause, may be withdrawn from the formation into which the gas was introduced,
royalty free as to dry gas, but not as to the products extracted therefromg
provided that such withdrawal shall be at such time as may be provided in the
plan of operations or as may otherwise be consented to by the Supervisor and
the Commission as conforming to good petroleum engineering practice; and proe
vided further, that such right of withdrawal shall terminate on the termination
of this unit agreement,

Royalty due the United States shall be computed as provided in the
operating regulations and paid in value or delivered in kind as to all unitized
substances on the basis of the amounts thereof allocated to unitized Federal
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land a8 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 regula=
tion: 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,

15, RENTAL SETTLEMENT, Rental or minimum royalties due on leases

committed hereto shall be paid by working interest owners responsible therefor
under existing contracts, laws, and regulations, provided that nothing herein
contained shall operate to relieve the lessees of any land from their respec~
tive lease obligations for the payment of any rental or minimumm royalty in

lieu thereof due under their leases, Rental or minimum royalty for lands of the
United States subject to this agreement shall be paid at the rate specified in
the respective leases from the United States unless such rental or minimum
royalty is waived, suspended, or reduced by law or by approval of the Secretary
or his duly authorized representative,

With respect to any lease on non~Federal land containing provisions
which would terminate such lease unless drilling operations were within the time
therein specified commenced upon the land covered thereby or rentals paid for
the privilege of deferring such drilling operations, the rentals required there~
by shall, notwithstanding any other provision of this agreement, be deemed to
accrue and become payable during the term thereof as extended by this agreement
and until the required drilling operations are commenced upon the land covered
thereby or some portion of such land is included within a participating areas

lg. CONSERVATIONs Operations hereunder and production of unitized

substances shall be conducted to provide for the most economical and efficient
recovery of said substances without waste, as defined by or pursuant to State
or Federal law or regulation,

17¢ DRAINAGEes The Unit Operator shall take appropriate and adequate
measures to prevent drainage of unitized substances from unitized land by wells
on land not subject to this agreement or pursuant to applicable regulations pay
a fair and reasonable compensatory royalty as determined by the Supervisor and
the Cormissione

180 LEASES AND CONTRACTS CONFORMED AND EXTENDEDs The terms, conditions,
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.and provisions of all leases, subleases, and other contracts relating to explore
ation, drilling, development, or operation for oil or gas of lands committed to
this agreement 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; and the parties hereto hereby consent that the Secree
tary shall and by his approval hereof, or by the approval hereof by his duly
authorized representative, does hereby establish, alter, change, or revoke the
drilling, producing, rental, minimum royalty, and royalty requirements of
Federal leases committed hereto and the regulations in respect thereto to cone
form said requirements to the provisions of this agreement, and, without limite
ing the generality of the foregoing, all leases, subleases, and contracts are
particularly modified in accordance with the followings

(a) The development and operation of lands subject to this agreement
under the terms hereof shall be deemed full performance of all obligations for
development and operation with respect to each and every part or separately
owned tract subject to this agreement, regardless of whether there is any de-
velopment of any particular 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 their respective predecessors in interest,
or any of them,

(b) Drilling and producing operations performed hereunder upon any
tract of unitized lands will be accepted and deemed to be performed upon and
for the benefit of each and every tract of unitized land, and no lease shall be
deemed to expire by reason of failure to drill or produce wells situated on the
land therein embraced,

(c) Suspension of drilling or producing operations on all unitized
lands pursuant to direction or consent of the Secretary or his duly authorized
representative shall be deemed to constitute such suspension pursuant, to such
direction or consent as to each and every tract of unitized lande

(a) Each lease, sublease or contract relating to the eo:ploration;
drilling, development or operation for oil or gas of lands other than those of
the United States, committed to this agreement, which, by its terms might ex=
pire prior to the termination of this agreement, 13 hereby extended beyond any
such term so provided therein so that it shall be continued in full force and
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effect for and during the term of this agreement,

(e) Any Federal lease for a fixed term of twenty (20) years or any
renewal thereof or any part of such.lease which is made subject to this agree-
ment shall continue in force beyond the term provided therein until the termie
nation hereof. Any other Federal lease committed hereto shall continue in
force beyond the term so provided therein or by law as to the land committed
so long as such lease remains subject hereto, provided that production is had
in paying quantities under this unit agreement prior to the expiration date of
the term of such lease,

(£) Bach sublease or contract relating to the operation and dee
velopment of unitized substances from lands of the United States committed to
this agreement, which by its terms would expire prior to the time at which the
underlying lease, as extended by the immediately preceding paragraph, will ex=
pire, is hereby extended beyond any such term so provided therein so that it
shall be continued in full force and effect for and during the term of the
underlying lease as such term is herein extendede

(g) The segregation of any Federal lease committed to this agreement
is governed by the following provision in the fourth paragraph of Sec. 17(b) of
the Act, as amended by the Act of July 29, 195h (68 Stats 583, 585): ‘“Any
(Federal) lease hereafter committed to any such (unit) plan embracing lands that
are in part within and in part outside of the area covered by any such plan
shall be segregated into separate leases as to the lands committed and the )
lands not committed as of the effective date of unitization: Provided, however,

That any such lease as to the nomunitized portion shall continue in force and
effect for the term thereof but for not less than two years from the date of
such segregation and so long thereafter as oil or gas is produced in paying
quantities,"

(h) Any lease, other than a Federal lease, having only a portion of
its lands committed hereto shall be segregated as to the portion committed and
the portion not committed, and the provision@fwfsuch lease shall apply separe
ately to such segregated portions commencing as of the effective date hereof,
In the event any such lease provides for a lump-sum rental payment such payment
shall be prorated between the portions so segregated in proportion to the
acreage of the respective tracts,
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19, COVENANTS RUN WITH LAND, The covenants herein shall be construed

to be covenants running with the land with respect to the interest of the parties
hereto and their successors in interest until this agreement temminates, 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 gra.xﬁee, transferee, or other successor in interest,
No assignment or transfer of any working interest, royalty, or other interest
subject hereto shall be binding upon Unit Operator until the first day of the
calendar month after Unit Operator is furnished with the ordiginal, photostatie
or certified copy of the instrument of transfer,

20e FKFFECTIVE DATE AND TERM, This agreement shall become effective

upon approval by the Secretary and the Cormission or their duly authorized
representatives and shall terminate five years from said effective date, @ess
(a) such date of expiration is extended by the Director and the Commission,
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 in the formations tested hereunder
and after notice of intention to terminate the agreement on such ground is given
by the Unit Operator to all parties in interest at their last known addresses, ]
the agreement is terminated with the approval of the Director and the Commission,
or (¢) a valuable discovery of unitized substances has been made on unitized
land during said initial term or any extension thereof, in which event the agree-
ment shall remain in effect for such term and so long as unitized substances
can be produced in paying quantities, i.esy in this particular instance in
quantities sufficient to pay for the cost of producing same from wells on
unitized land within any participating area established hereunder and, should
production cease, so long thereafter as diligent operations are in progress for
the restoration of production or discovery of new production and so long th:are-
after as the unitized substances so discovered can be produced as aforesaid,
or (d) it is terminated as heretofore provided in this agreement,

~ This agreement may be terminated at any time by not less than 75 per
centum, on an acreage basis, of the owners of working interests signatory here-
to, with the approval of the Director and the Cormission; notice of any such
approval to be given by the Unit Operator to all parties heretoe
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21, RATE OF PROSPECTING, DEVEIOPMENT, AND PRODUCTION, The Director

is hereby vested with authority to alter or modify from time to time in his dise
cretion the quantity and rate of production under this agreement when such
quantity and rate 1s not fixed pursuant to Federal or State law or does nod
conform to any state-wide voluntary conservation or allocation program, which
i= established, recognized, and generally adhered to by the majority of opere
ators in such State, such authority being hereby limited to alteration or modie
Tication in the public interest, the purpose thereof and the public interest to
o served thereby to be stated in the order of alteration or modifications
without regard to the foregoing, the Director is also hereby vested with authe
-7ivy to alter or modify from time to time in his discretion the rate of pros=
rvoing and development and the quantity amd rate of production under this
axrzement when such alteration or modification is in the interest of attaining
the conservation objectives stated in this agreement and is not in violation of
2.y applicable Federal or State law; provided further that no such alteration
s> modification shall be effective as to any privately-owned land subject to
":-IA‘:E.As agreement as to the quantity and rate of production in the absence of
specific written approval thereof by the Commission,

Powers in this section vested in the Director shall only be exercised
arter notice to Unit Operator and opportunity for hearing to be held not less
than 15 days from notice,

22, DETERMINATIONS BY UNIT OPERATOR AND REVIEW THEREOF, Whenever a

determination is required to be made in order to carry out the express terms of
this agreement and the agreement does not specify by whom such determination
shall be made, the Unit Operator is hereby authorized to make the necessary
determination subject to approval of the Director and the Commission in the
manner hereinafter provideds Notice of any such determination by the Unit
Operator, accompanied by data in support thereof, shall be furnished to the
Director through the Supervisor and to the Comnmission, If, after reviewing
all the available evidence, the Director and the Commission find that the
determination reviewed 1s incorrect they shall advise the Unit Operator
accordingly, stating the reasons therefor, and thereupon such determination
shall be of no force and effect,

The Unit Operator shall then make a new determination in conformity
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with the finding of the Director and the Commission or appeal to the Secretary
and the Commission as provided in the Operating Regulations, All determinations
made by the Unit Operator pursuant to this section shall be effective unless
and until altered, modified, or rescinded as herein providede

Any party hereto shall have the right to request the Director and the
Commission (such request to be accompanied by appropriate supporting evidence)
to review any determination made by the Unit Operator pursuant to this section
not previously reviewed on appeal to the Secretary and the Commission, Such
request will be granted or denied in the discretion of the Director and the
Gommission within 60 days after being received, If denied, the requesting
by shall have the right to appeal to the Secretary and the Commission, If
ine request for review is granted and thereafter the Director and the Commission
finds that the determination should be altered, modified, or rescinded, the Unit
Operator shall be advised accordingly and shall either comply with the finding
¢ the Director and the Cormission or appeal to the Secretary and the Commission.

23, APPEARANCESs Unit Operator shall, after notice to other parties
cffected, have the right to appear for or on behalf of any and all interests
affected hereby before the Department of the Interior and the Commission and to
appeal from orders issued under the regulations of said Department and Come
mission or to apply for relief from any of said regulations or in any proceedings
relative to operations before the Department of the Interior or Commission, or
any other legally constituted authority; provided, however, that any other
interested party shall also have the right at his own expense to be heard in
any such proceedinge

2he NOTICESs All notices, demands or statements required hereunder to
be given or rendered to the parties hereto shall be deemed fully given if given
in writing and personally delivered to the party or sent by postpaid registered
mail, addressed to such party or parties at their respective addresses set
forth in connection with the signatures hereto or to the ratification or consemt
hereof or to such other address as any such party may have furnished in writing
to party sending the notice, demand or statement,

25, NO WAIVER OF CERTAIN RIGHTSe Nothing in this agreement contained

shall be construed as a waiver by any party hereto of the right to assert any
legal or constitutional right or defense ag to the walidity or invalidity of any

]9



law of the State wherein said unitized lands are located, or of the United
States, or regulations issued thereunder in any way affecting such party, or as
a waiver by any such party of any right beyond his or its authority to waive,

26, UNAVOIDABLE DEIAY, All obligations under this agreement requiring

the Unit Operator to commence or continue drilling or to operate on or produce
unitized substances from any of the lands covered by this agreement shall be
suspended while, but only so long as, the Unit Operator despite the exercise of
due care and diligence is prevented from complying with such obligations, in
whole or in part, by strikes, acts of God, Federal, State, or municipal law or
agencies, unavoidable accidents, uncontrollable delays in transportation, ine
25314ty to obtain necessary materials in open market, or other matters beyond
Lne reasonable control of the Unit Operator whether similar to matters herein
srumerated or not,

27+ FAIR EMPLOYMENT, In connection with the performance of work under

tals agreement, the operator agrees not to discriminate against any employee or
applicant for employment because of race, religion, color, or national origin,
The aforesaid provision shall include, but not be limited to, the following:
employment, upgrading, demotion, or transfer; recruitment or recruitment adverw
tising, layoff or termination; rates of pay or other forms of compensation; and
selection for training, including apprenticeship, The operator agrees to post
hereafter in conspicuous places, available for employees and applicants for eme
ployment, notices to be provided by the contracting officer setting forth the
provisions of the nondiscrimination clause,

The operator agrees to insert the foregoing provision in all subw
contracts “hereunder, except subcontracts for standard commercial supplies or raw
materials,

28, 10SS OF TITIEe In the event title to any tract of unitized land

shall fail and the true owner cannot be induced to join in this unit agreement,
such tract shall be automatically regarded as not committed hereto and there
shall be such readjustment of future costs and benefits as may be required on
account of the loss of such title, In the event of a dispute as to title as to
any royalty, working interest, or other interests subject thereto, payment or
delivery on account thereof may be withheld without liability for interest uptil
the dispute is finally settled; provided, that, as to Federal land or leases, no
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payments of funds due the United States should be withheld, but such funds shall
be deposited as directed by the Supervisor to be held as unearned money pending
final settlement of the title dispute, and then applied as earned or returned
in accordance with such final settlement,

Unit Operator as such is relieved from any responsibility for any de=
fect or failure of any title hereunders

29, NON=-JOINDER AND SUBSEQUENT JOINDERe If the owner of any substane

tial interest in a tract within the unit area fails or refuses to subscribe or
consent to this agreement, the owner of the working interest in that tract may
withdraw said tract from this agreement by written notice to the Director and the
7Jommission and the Unit Operator prior to the approval of this agreement by the
{irector and the Commissiones Any oll or gas interests in lands within the unit
area not committed hereto prior to submission of this agreement for final
approval may thereafter be committed hereto by the owner or owners thereof sub-
scribing or consenting to this agreement, and, if the interest is a working
interest, by the owner of such interest also subscribing to the unit operating
agreement, After operations are commenced hereunder, the right of subsequent
Joinder, as provided in this section, by a working interest owner is subject to
such requirements or approvals, if any, pertaining to such joinder, as may be
provided for in the unit operating agreement. After final approval hereof
joinder by a non-working interest owmer must be consented to in writing by the
working interest owner committed hereto and responsible for the payment of any
benefits that may accrue hereunder in behalf of such noneWorking interest.

Prior to final approval hereof, joinder by any owner of a noneWorking interest
must be accompanied by appropriate joinder by the owner of the corresponding
working interest in order for the interest to be regarded as effectively committed
heretoe Joinder to the unit agreement by a working interest owner, at any time,
must be accompanied by appropriate joinder to the unit operating agreement,
Except as may otherwise herein be provided, subsequent joinders to this agreement
shall be effective as of the first day of the month following the filing with
the Supervisor and the Commission of duly executed counterparts of all or any
papers necessary to establish effective commitment of any tract to this agree=
ment unless objection to such joinder is duly made within 60 days by the

Director or the Commissions
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30 COUNTERPARTS, This agreement may be executed in any number of

counterparts no one of which needs to be executed by all parties or may be
ratified or consented to by separate instrument in writing specifically referring
hereto and shall be binding upon all those parties who have executed such a
counterpart, ratification, or consent hereto with the same force and effect as
if all such parties had signed the same document and regardless of whether or not
it is executed by all other parties owning or claiming an interest in the lands
within the above-described unit areae

31, SURRENDERe Nothing in this agreement shall prohibit the exercise
by any working interest owner of the right to surrender vested in such party in
sy lease, sub-lease, or operating agreement as to all or any part of the lands
sovered thereby, provided that each party who will or might acquire such working
interest by such surrender or by forfeiture as hereafter set forth, is bound by
the terms of this agreement,

If as a result of any such surrender, the working interest rights as
to such lands become vested in any party other than the fee owner of the unitized
substances, -said party shall forfeit such rights and no further benefits from
operations hereunder as to said land shall accrue to such party, unless within
ninety (90) days thereafter said party shall execute this agreement and the lm:!.t
operating agreement as to the working interest acquired through such surrender,
effective as though such land remained continuously subject to this agreement and
the unit operating agreement, And in the event such agreements are not so exe-
cuted, the party next in the chain of title shall be and become the owner of such
working interest at the end of such ninety (90) day period, with the same force
and effect as though &uch working interest had been surrendered to such partye

If as the result of any such surrender or forfeiture the working int-
erest rights as to such lands become vested in the fee owner of the unitized
substances, such owner mays

(1) Execute this agreement and the unit operating agreement as a worke
ing interest ouner, effective as though such land had remained continuously sub=-
ject to this agreement and the unit operating agreement,

(2) Again lease such lands but only under the condition that the holder
of such lease shall within thirty (30) days after such lands are so leased
execute this agreement and the unit operating agreement as to each particlipating
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area theretofore established hereunder, effective as though such land had
remained continuously subject to this agreement and the unit operating agree-
ment,

(3) Operate or provide for the operation of such land independently
of this agreement as to any part thereof or any 0il or gas deposits therein not
then included within a participating area,

If the fee owner of the unitized substances does not execute this
agreement and the unit operating agreement as a working interest owner or again
lease such lands as above provided with respeect to each existing participating
area, within six (6) months after any such surrender or forfeiture, such fee
owner shall be deemed to have waived the righ'b to execute the unit operating
zzreement or lease such lands as to each such participating area, and to have
agreed, in consideration for the 6ompensation hereinafter provided, that oper-
ations hereunder as to any such participating area or areas shall not be
affected by such surrender,

For any period the working interest in any lands are not expressly
committed to the unit operating agreement as the result of any such surrender or
forfeiture; the benefits and obligations of operations accruing to such lands
under this agreement and the unit operating agreement shall be shared by the
remaining owners of unitized working interests in accordance with their res-
pective participating working interest ownerships in any such participating area
or areas, and such owmers of viorking interests shall compensate the fee owner
of unitized substances in such lands by paying sums equal to the rentals, minimum
royalties, and the royalties applicable to such lands under the lease in effec'ﬁ
when the lands were unitized, as to such participating area or areas,

Upon commitment of a working interest to this agreement and the unit
operating agreement as provided in this section, an appropriate accounting and
settlement shall be made, to reflect the retroactive effect of the commitment,
for all benefits accruing to or payments and expenditures made or incurred on
behalf of such surrendered working interest during the period between the date
of surrender and the date of recommitment, and payment of any moneys found to
be owing by such an accounting shall be made as between the parties then signatory
to the unit operating agreement and this agreement within thirty (30) days after
the recormitment, The right to become a party to this agreement and the unit
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operating agreement as a working interest owmer by reason of a surrender or fore
feiture as provided in this section shall not be defeated by the non-existence
of a unit operating agreement and in the event no unit operating agreement is

in existence and a mitually acceptable agreement between the proper parties
thereto cannot be consummated, the Supervisor and the Commission may prescribe
such reasonable and equitable agreement as they deem warranted under the
cireumstancese |

Nothing in this section shall be deemed to limit the right of
Joinder or subsequent joinder to this agreement as provided elsewhere in
this agreements The exercise of any right vested in a working interest owner
o reassign such working interest to the party from whom obtained shall be
subject to the same conditions as set forth in this section in regard to the
exercise of a right to surrender.’

32, TAXES, The working interest owners shall render and pay for their
account and the account of the royalty owners all valid taxes on or measured by
the unitized substances in and under or that may be produced, gathered and sold
from' the land subject to this contract after the effective date of this agree-
ment, or upon the proceeds or net proceeds derived therefroms, The working
interest owners on each tract shall and may charge the proper proportion of said
taxes to the royalty owners having interests in said tract, and may currently '
retain and deduct sufficient of the unitized substances or derivative products,
or net proceeds thereof from the allocated share of each royalty owner to Sew
cure reimbursement for the taxes so paids No such taxes shall be charged to
the United States or the State of New Mexico or to any lessor who has a contract
with his lessee which requires the lessee to pay such taxes,

UNIT OPERATOR

UNION OIL COMPANY OF CALIFORNIA

Dates By: f/ém R FJ

Attorney=-in-ffact

hddrgss: 619 West Texas
Union 04il Building
Midland, Texas

WORKING INTERZST OWNERS

ATTESTy

By:

President
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STATE OF TEXAS |
COUNTY OF MIDLAND }

On this 15th day of September , 1955, personally appeared before me
E. R. ATWILL, Attorney~in-Fact for UNICN OIL COMPANY OF CALIFORNIA, to me known to
be the person who executed the foregoing instrument in behalf of UNION OIL COMPANY
OF CALIFCRNI#, a corporation, and acknowledged that he executed same as the free
act and deed of said UNION OIL COMPANY CF CALIFORNIA.

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

el ‘fé;;L4L4L/!
B R At d (Mavis Jones)

Notary fﬁblic in and for Midland County, Texas

.

My Commission Expires:

June 1, 1957




