REGAL DEPARTMENT September 13, 1957 < 7

01l Conservation Commission
P. O. Box 871
Santa Fe, New Mexico

Attention: Mr. A. L. Porter, Jr.

Re: Application of Sinclair 0il & Gas
Company for approval of the North
Pearl Unit embracing 2400 acres,
more or less, located in Township
18 South, Range 35 East, N.M.P.M.,
Lea County, New Mexlco.

Gentlemen:

Enclosed, in triplicate, is application of Sinclair
01l & Gas Company for approval of the captioned Unit Agreement.
This is the unit which I discussed with Mr., Dan Nutter in your
office. As I advised him, the secondary term of one of the
leases in said unit is expiring October 10, 1957, and we will
greatly appreciate your setting this application for hearing on
the earliest possible date,

The seismic information on this unit will be furnished
to you prior to the date on which the application is set for

hearing.
Yours very truly,
Léj%:n A. Webb
LAW:ID

Encls.
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IN THE MATTER OF THE APPLICATION OF a7
SINCLAIR OIL & GAS COMPANY FOR *
APPROVAL OF THE NORTH PEARL UNIT CASE NO.
EMBRACING 2,360 ACRES, MORE OR LESS,
LOCATED IN TOWNSHIP 18-SOUTH, ORDER NO.

RANGE 35-EAST, N. M. P. Mo’
LEA COUNTY, NEW MEXICO

APPLICATION

Sinclair 0il & Gas Company, a Maine corporation with
offices in Midland, Texas, hereby makes application for the
approval of a proposed unit agreement for the development and
operation of the North Pearl Unit Area, Lea County, New Mexico,
as provided by law, and in support thereof shows:

1.

That the proposed Unit Area covered by said Unlt Agreement
embraces 2?360 acres, more or less, situated in Lea County, New
Mexico, and more particularly described as follows:

NEW MEXICO PRINCIPAL MERIDIAN, NEW MEXICO

Township 18-South, Range 35-East T

Section 15: Wi i e
Section 16: NE%, SEx, SWiswi, EiSwi v
Section 17: i - : ~
Section 21: All - .

Section 22: All -
Section 27: NWi N
2. L a <
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That all of the lands embraced within the proposed Unit
Area are State lands.

3.

That applicant is informed and believes and upon such
information and belilef states that the Unit Area embraces sub-
stantlially all of the geological feature involved and that in
the event of the discovery of oil or gas thereon the Unit
Agreement will permit the producing area to be developed and
operated i1n the interest of conservation and the prevention of

waste of oil and gas.
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That applicant, Sinclair 01l & Gas Company, is
designated Unit Operator of the Unit Agreement and as such is
given authority under the terms thereof to carry on all opera-
tions necessary for the development of the Unit Area for the
production of oil and/br gas, subject to all applicable laws
and regulations. That sald Unit Agreement provides for the
commencement of a test well for oil and/or gas on or before
October 10, 1957 and for the drilling thereof with due diligence
to a depth sufficient to test fully the Devonian Formation, or
to such lesser depth as unitized substances shall be discovered
in paying quantities; provided, however, that Unit Operator 1is
not required in any event to drill said well to a depth in
excess of 12,600 feet.

5.

That the development and operation of the Unit Area
will be conducted in accordance with the plan of development
and operation having the approval of the Commlssioner of Public
Lands of the State of New Mexico; that under sald Unit Agreement
the State of New Mexlco will receive its fair share of the oil
and gas, and that said Unit Agreement in all respects tends to
prevent waste and promocte conservation of oll and gas.

6.

That the names and addresses of all of the working
interest owners other than Sinclalr 0il & Gas Company are as
follows:

Rlchardson & Bass

1200 Fort Worth National Bank Bldg.
Fort Worth 2, Texas

The Pure 0il Company

P. 0. Box 2107

Fort Worth, Texas

Superior 0Oil Company

P. 0., Box 510

Midland, Texas

F. J. Danglade e

P. 0. Box 675 P
Lovington, New Mexico - ¢



7.

That the Unit Agreement is in the process of being
prepared at this time and as soon as the same is completed
three coples thereof will be submitted to the Commission prior
to the date on which this application is set for hearing.

8.

That application 1s being made for approval of said
Unit Agreement by the Commisslioner of Public Lands of the State
of New Mexico.

9.

That within ten days from the effective date of the
Unit Agreement an executed copy of the same will be filed
with this Commission.

WHEREFORE, appllcant Sinclair 01l & Gas Company
respectfully requests that this Commission set tuls application
for a public hearing before an Examiner, that notices be 1issued
according to law, and that upon said hearing sald Unit Agreement
be approved by this Commission,

NAT. J. HAREEN
LAYTON A. WEBB

P. O. Box 1470
Midland, Texas

oy, oy Zaier . B K.

ATTORN’Eé FOR APPLICANT
SINCLAIR OIL & GAS COMPANY
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UNIT AGREEMENT 7
FOR THE OPMENT AND OPERATION OF THE -
RTH PEARL UNIT g
LEA COUNTY, MEW MEXICO

/. s o,
L ) o

THIS AGREEMENT, entered into ss of the _ day of
» 1957, by and between the parties subseribing,
ratifying or consenting heretc, and herein referred tc as the
"parties hereto”,

WITNESSETRBN:

WHEREAS, the parties hereto are the owmers of working,
roysalty cor octher oll or gas interests in the unit area subject
to this agresmt; and

WHEREA3, the Commissioner of Public¢ Lands of the State of
New Mexico is amthorised by an Act of the lLegislature (3ec. 3,
Chap. 88, Laws 1943) o5 amended by 3ee. 1 of Chapter 162, Laws
of 1951 (Chap. T, Art. 11, 3sc. 39, N, M. Statutes 1953 Amnotated)
tc consent to and approve the development or opsration of State
lands under sgreements made by lessess of State land jointly or
severally with other lessees where such agreemsnts provide for
the unit cperation or development of part of or all of sny oil
or gas pocl, field, or srea; and

WHEREAS, the Commissioner of Public Lands cf the State
of New Mexico is sauthorized by an Aot of the Legislature (See.
1, Chap. 162, Laws of 1951; Chap. 7, Art, 11, See. 41, N, M.
Statutes 1953 Annotated) tc smend with the spproval of lessee,
evidenced by the lessee's exseution of sush agreement or other-
wise, mny oll and gas lease embraping State lands so that the
length of the term of sald lease may ¢cineide with the term of
suoh agreesants for the unit cperation and development of part
of or all of any oil or gas poocl, field or grea; and

WHEREAS, the Oil Conservation Commission of the State
of New Mexicc (hereinafter referred to as the "Commission”) 1s
mthorized by an Ast of the lLegislature (Chap. 72, Lews 1935;
Chap. 65, Art, 3, 3ec. 14, N. N, Statutes 1953 Annotated) to
approve this sgreement and the conssrvation provisions hereof;
and




WHEREAS, the parties heretc hold sufficlient intervests
in the North Pearl Unit Ares ecovering the land hereinafter
described to give ressonably effective sontrol of operations
therein; and

WHEREAS, it i3 the purpose of the parties hereto to
eonserve natural rescurces, prevent waste, snd seoure other
benefits obtainable through development and cparation of the
area subject to this agreement under the terms, conditions snd
limitations herein sst forth;

NOW, THEREFORE, in consideration of the premises and
the promises herein contained, the parties hereto eommit to this
agreement their respective interests in the below defined unit
area snd agree severally among themsslves as follows:

1. URIT AREA. The following described land 13 hereby
designated and reeognized ss constituting the North Pearl Unit
Area:

NEW MEXICO PRINCIPAL MERIDIAN, NEW MEXICO
Township 18-South, Range 35-East

Seetion 12: Wi

Seotion 16: sxi, sEt, Swiswt, EdSwi
bestion 1 21

Section 22: v‘é sE¢, Einxd

Seotion 27t W

Containing 2,280 scres, mere or less, situated in
Lea County, New Mexlec,

Exhiblt "A" attached hereto is a mep showing the Unit
Area and the boundaries and identity of tracts snd leases in
sald area to the extent lmowa to the Unit Cperator. Exhibit “B*
attashed hereto iz g schedule showing to the extent nown to the
Unlt Cperator the acreage, peresntage, mad kind of ownership of
cil and gas interests in all land in the wnit ares. However,
nothing herein or in sald schedule or mep shall be construed ss
& representation by any party heretc as to the ownership of my
interest other than swsh interest or interests as shown in satd
map or schedule as oumed by such party. Exhibits "A" gna “p"
shall be revised by the Unit COpsrator whsnever changes in the



wnit area render sush revision necessary, or whan requested by
the Commigsioner of Pubklie lands, hereinafter referred to a»
"Gosmissioner”,

The above deseribed unit area shall when practicadle
be expanded tc include therein sny additiomal tract or trasts
regarded as reascnasbly necesssry or sdvisable for the purposes
of this agreement. Such expansion shall be effected in the
following manner:

{(a) Unit Operator, on its omm moticn or on demand of
the Commissioner shall prepare a notice of proposed expmnsion
deseoriding the contenplated changes in the boundaries of the
unit area, the reasons therefor, and the proposed effective date
thereof.

{b) 8aild notice shall be delivered to the Comissioner
md eoples therecf mailed to the last known address of each
working interest cwner, lesses, snd lesscr whose interests are
affected, advising that 30 dsys will be allowed for submission
tc the Unit Operstor of mny objeeticns.

{e) Upon expiration of the J0-day pericd provided in
the preceding item (b) herecf, Unit Operator shall file with
the Commissioner evidanece of malling of the notiee of expmnsion
aud a oopy of any objections thereto which have been filed with
the Unit Operator.

(4) After due consideration of all pertinent information,
the axpmsion shall, upon pproval by the Commissicner, becoms
sffective as of the date presorided in the notiece thereof, pro-
vided, however, if more than 25% on an acreage basis objest to
sush expansion, the ssme shall not be spproved; provided, however,
that should the interest of my cbjeeting woriing interest cwner
equal or exceed 25% on an screages basls, then and in that event
in order tc make such objection sffeotive hereunder one sddi-
ticnal working interest owner must join in sueh objeetion.

A1l lsnd committed to this sgreement shall constitute
land referred tc herein as “unitized lsnd” or “land subject to
this agreewent”,




2. » Al oil, ges, nstural gesoline
sad assocliated tm& WM in any and all formations of
the unitized land are wnitised under the terms of this agreement
and herein are eslled "unitised substsnces”.

S8imelair Oil & Gas Company, a Maine
corporation, 1s hereby designated as Unit Cperator and by
signature heretc commits to this agreement all interests in
unitized substances vested in it as set forth in Exhbit “B°,
and agrees snd consenta to soeept the dutles and obligations of
Unit Operator for the discovery, development and production of
unitised substances a8 herein provided. Whenever reference is
made herein to the Unit Cperstor, such referenss means the Unit
Operator acting in that capselty md not as an owner of inter-
#8ts in unitized substances, snd the term "working interest
owner” when used herein shall inelude or refer to Unit Operator
as the cwner of a working interest when sueh an interest is owned
by it.

VAL OF UNIT OPERATOR, Unit
Wrahﬂlhmmmﬁtemm&mtmtmaﬁeh
reaignation shall not become effective until a successor Unit
Operator has been selected snd approved in the manner provided
for in Article 5 of this agresment. 7Ths resignation of the Unit
Operstor shall not release the Unit Operator from sny liability
or any defsult by it ha er oeourring prior to the effective
date of its resignation,

Unit Operator may, upon defamult or fallure in the
performance of its duties or chbligations hereunder, be subjeet
to removal by the same percentage vote of the owmers of working
interests determined in like menner a8 herein provided for the
selection of a new Unit Cperstor. Sueh removal shall be effective
upon notice thereof to the Commissionsr.

The resignation or removal of the Unit (perator under
this sgreement shall not terminate its right, title or interest




as the cwner of a working intesrest or cther interest in unitised
substances, but upon the resignation or removal of Unit Operstor
becoming effective, such Unit Operstor shall deliver possession
of sl equipment, materizls and gppurtensnces used in conducting
the unit operations snd owned by the working interest owners to
the new duly qualified sucoesscr Unit Op

therecf if no such new Uhit Operator L8 elescted, Sc be used for
mwarammmtsm hereunder, Hothing
herein shall Yo construsd a8 suthorizing removel of any materisl,
squipwent and sppurtenances needed for the preservation of may
walls,

SUCCRSSC ERATOR. Whenever the Unit Gperator
shall resign as Unit Cperstor or shall be removed as hereimabove
provided, the owmers of the working interests ascording tc thelr
respective acresge interests in sl)l unitised land shall by a
majority vote selest a suceessor Unit Opewstor; provided that,

if a majority but less than seventy-five percent (79%€) of the
working interests qualified to vote is cwned by one party to this
sgreement, a congurring vote of sufficient sdditicnal parties,

sc a8 to constitute in the aggregate not less than seventy-five
per cent (7%) of the total working interests, shall be required
to select a new opermtor. Such selsction shall net becoms
effestive until (a) & it Operator sc selected shall ascoept in
writing the duties and responsibilities of Unit Operator, and

(v) the selection shall have been approved by the Commissioner,
If no suscessor Unit Operator is selected and qualified ss herein
provided, the Commissioner at his election may desiare this unit
sgreement terminated.

6., ACCOUNTING PROVISIONS. The Unit Operator shall pay
in the first instence all costs md expenses incurred in conduet-
ing wait cperations hereunder and such costs mnd expenses and the
working interest bensfliis aceruiumg hereunder shall be apportioned
waong the cumers of the wnitised working interests in accordasnce




with an cperating asgreement by and between the Unit Operstor

and the other owners cof such lnterests, whether one or more,
separately or ocolleotively. Any sgreement or agresments entered
into between the working intsrest owners and the Unit Operator
a8 provided in this srticle, whather one or more, m herein
referred tc as the "Opersting Agreement” or “Unit Opersting
Agresment”. No such sgresment shall be desmed either to modify
any of the terms and gonditions of this Unit Agreement or to
reiieve the Unit Operator of any right or obligaticn established
under this Unit Agreement, ad in oase of mny ineonsistencies or
eonflict between this Unit Agreemsnt and the Opersting Agresasnt
this Unit Agreement shall prevail.

, D OHLIGATIONS OF UNIT OPERATOR. Exoept as
otherwise w&ﬁeﬁly W herein, the exclusive right,
privilege and duty of exereising sny snd sll rights of the parties
heretc which are nesesssary or convenient for prospeeting for,
pro@ucing, storing, allocating, and distributing the unitized
substances are hereby delegated to and shall be exarcised by the
Tnit (perator ss herein provided. Aoveptadle evidence of title
to sald rights shall be deposited with said Unit Jperator and,
together with this agresment, shall constitute and define the
rights, privileges and obligations of Unit Cperator. Nothing
herein, however, shall be comstrued (o transfer title toc sy land
or to any lease or operating sgresment, it deing understood that
under this asgreement the Unit Cperstor, in its ospacity as Unit
Operater, shall exereise the rights of possessicn sd use vested
in the parties hereto only for the purposes herein specified.

A O DISCOVERY. On or before Ostober 10,
1957, the Unit Operator shall cosmense cpsrations upon an adequate
test well for oil and gas at a location 1980 feet from the North
line and 1980 feet from the West line of Section 22, Township
18-8cuth, Range 35-East, and shall drill sald well with due dili-
gence to a depth of 12,600 feet, or to a depth sufficient in the




opinion of Unit Cperator to test the Devonian Formation, which-~
ever is the lesser depth, or tc sueh lesser depth as unitised
substances shall bde discovered in payling quantities or until it
shall, in the opinion of the Unit OUperator, be determined that
the further drilling of sald well shall be unwarrmated or
iwprecticable. Until s discovery of a deposit of mitised subd-
stanoes capable of being produced in paying quantities, Unit
Operator shall continue d&rilling diligently, one well at s tiwme,
allowing not more than six months between the completion of one
well and the beginning of the next well, until a well capsble

of produsing unitized substances in paying quantities is completed
to the satisfaction of the Commissioner, or until it is reasonably
proven to the satisfsetion of the Unit Operator that the unitized
land is incapsble of producing wnitised substances in paying
quantities in the formations drilled hereunder.

Any well commensed pricr to the effestive date of this
sgresmsnt upon the unit ares snd drilled to the depth provided
harein for the drilling of sm initial test well shall de oon-
sidered g complying with the drilling requirements herecf with
respect to the initial well, The Commiasioner may modify the
drilling requirements cf this section by granting reasonable
extensions of time when in his opinion sueh astion is warrented.
Upon fallure to eomply with the drilling provisions of this
article the Commissioner may, after ressonable notice to the
Unit Operstor and each working interest cwner, lessee and leasor,
at their last known addresses, declare this Unit Agreement

9. FPLAN OF FURTHER IEVELOPNENT AND OPERATION. Within
six months after completion of s well capable of produsing
unitized substances in paying quantities, the Unit Operator shall
submit for the spproval of the Commissionsr, and the Commission,
an soceptable plan of development and operstion for the wnitized
isnd which, when gpproved by the Commissionar amnd the Commisasion



shall constitute the further drilling snd operating obligations

of the Unit Operstor under this agreemsnt for the period epeci~
fied therein. Thereafter, from time toc time before the expirstion
of sy sxisting plan, the Unit Operstor shall submit for the
spproval of the Commissioner, and the Commdssion, s plan for sn
additiocnal specified period for the developmmnt and cperation of
the unitized land. Any plan submitted pursusnt to this section
shall provide for the exploration of the unitized area snd for

the determination of the area or areas therecf capable of produo-
ing unitized substances in paying quentities in eash and every
productive formation snd shall be as complete and adequate as

the Commissioner, and the Commission, may determine to be neces-
sary for timsly develcpmant and proper tion of the ol

snd gas rescurces of the unitized ares and shall (a) speeify the
nusber snd loeations of any wells t¢ be drilled and the proposed
order and time for such drilling; and (b) to the extent practieable
specify the operating practices regarded as necessary and advisable
for proper conservation of natural rescurees. Separate plans may
be submitted for separate produetive zones, subject to the approval
of the Commissioner and the Commission., Sueh plasn or plans shall
be modified or supplemented when necessary to meet changed condi-
tions or to proteet the interests of all parties to this sgreeaent.
Ressonable diligence shall de exercised in gomplying with the
obligations of this spproved plam of development, The Commissioner
is suthorized to grant a reascnable extension of the six-month
period herein preserided for submission of sn initial plsm of
development where such astion is justified becsuse of unusual
sonditions or clireumstances, After completion hereunder of a well
capable of producing sy unitized substences in paying quantities
no further wells, exoept such as may be necessary to afford pro-
tection sgainst operstions not under this agreement or such as

may be specifically spproved by the Commissioner shall be drilled
execept in accordance with a plan of development spproved as

herein.




10. PARTICIPATION AND ALLOCATION OF PRODUOTION AFTER
ISCOVRRY. All unitized substances produced from the unit ares,

exeept sny part thereof used within the unit area for produection
or development purposes or wnavoidably lost, shall be deemed
produced equally on an acreage basis from the several trasts of
unitized land and, for the purpose of determining any benefits
goeruing under this sgreement, each such traot of unitised land
shall have alloeated to it such perosntage of production as the
mamber of acres of such trast bears toc the total number of scres
of wnitised land within the wnit area, exespt that allcecation
of production hereunder for purposes other than settlament of
royalty, overriding royalty or payment out of produetion oblige-
tions of the respective working interest cwners shall be on the
banis preseribed in the Unit Operating Agreement, whether in
conformity with the basis of sllceation herelin set forth or
ctherwise.

Notwithatanding say provision contained herein to the
sontrary, eash working interest owner shall have the right to
take suoch ownerts proportionate share of the uniticsed aubstances
in kind or to personally sell or dispose of the same, and nothing
herein contained shall be gonstrued ss giving or granting to the
Unit Cperator the right to sell or otherwise dispose of the
proporticnate share of sy working interest owner without
specific authorisation from time to time te so do,

11, PAYMENT OF RENTALS, ROYALTIES AND OVERRIDING
ROYALTIES. All rentals due the State of New Mexics shall de
paid by the respective lesse owners in aceordsnce with the terms
of their leases.

All royalties dus the State of New Mexico under the
terms of the leases commitied to this agreement ahsall be computed
snd paid on the basis of all unitised substances allcoated to
ths respective leases comniited hereto; provided, however, the
State shall dDe entitled o take in kind its chure of ths unitized




substances allocated to the respective leases, and in sueh case
the Unit Cperator shall make deliveries of sueh royalty oil in
ascordance with the terms of the respective leases.

If the Unit Operator introduces gas obtained from scurees
cther than the unitised substances into any producing formation
for the purpose of repressuring, stimulating or inereasing the
ultimate recovery of unitised substances thersfrom, a2 like smount
of gas, 1f available, with @ue allowanee for loss or depletion
from sny cause may be withdran from the formation intc whieh
the gas was introduced royalty free as to dry gas but not a8 to
the products exiracted therefrom; provided, that swoh withdrawal
shall be at such time as may de provided in a plan of operations
consented to by the Commissionsr snd spproved by the Commiasion
a8 eonforming to good petroleum enginsering prastice; and pro-
vided further, that sueh right of withdrawal shall terminate on
the termination of this Unit Agreemsnt.

If sny lease committed hereto in burdened with sn over-
riding royalty, payment out of produstion, or other charge, in
sddition to the usual cme-sighth (1/8) royalty, the owner of
eaoh such lease shall bdear and assume the same cut of the wnitized
substances allocated vo 1t under the terms of the Unit Operating

THIN THE SWITIZIED ARRS

gsonditions and provisions of all leases, sublesses, opersting
agresmmnts and cther contrasts relating to the exploration,
drilling, development or operstion for oll or gas of the lands
sommitted to this agreement, shall, upen spproval herecf by the
Comissioner, be snd the same are hevedby expressly medified and
mended insofar as they wpply to lands within the unitised sres
to the extent necessary to make the same conform to the provisions
hereof and zc that the langth of the seeondary term as tc lsnds
within such area will be extendsd inscfar as necessary to coineide
with the terms of this sgresment mnd the Pprovel of this

]l



agresment by the Commissioner snd the lessee shall, without
further astion of the Commissions?r or the lesses, be sffective
to eonform the provisions and extend the termm of sassh such

lsase as to lands within the unitized area to the provisions

and terms of this sgresment; but othsrwise to remsin in full
foree and effect., Each lessse commitied to this agresaent insofar
as it applies to lands within the unitized area, shall sontinus
in foree deyond the term provided therein soc long as this sgree-
mant remains in effect, provided drilling operations upon the
initial test well provided for herein shall have been commenced
or sald well is in the process of being drilled by the Unit
Operstor prior to the expiration of the shortest term lease
committed tc this sgreemsnt. Termination of this agresment
shall not affect sy leass which pursusnt toc the terms thereof
or sny spplicable laws shall contimie in full foree and effest
thereafter. The commsnosment, completicn, opsration or produs~
tion of a well on any part of the unit srea shall de respesctively
construed and considered as the commencemsnt or completion or
operation or produetion of s well within the terms s provisions
of eash of the ¢il and ges lessea to the smme extent as though
sush commencement, ecomplation, operation or production was
asarried on, conducted and/or odtainsd from any such lessed

tract.

Any lease having ocunly a porticon of its lands committed
heretc shall be segregated as tc the portion commitied and the
portion not committed, and the temms of such lease shall spply
separately tc sush segregated portions comsencing as of the
effective date herecf, Notwithstamding any of the proviasions
¢f this agreement to the contrary, any lease embracing lands of
the State of New Mexioc having only a portlion of its lands
compitied heveto shall continue in full force and effect beyond
the term provided therein as to all lands exbrasced in such lease,
if wnitized sudbstances are discovered and are cspable of being
produced in paying quantities from scme part of the lands



smbraced in such lease committed tc this agresment at the
expiration of the secondary term of sucsh lesases or if, at the
expiration of the secondary term the lesses or the Unit Operator
is then engaged in bona fide drilling or rewerking operations
on sowe part of the lands embrased in sueh lease, the name an
effect sc long as suoh ocperations are being diligsatly prosesuted,
md if they resull in the piroduction of wnitized substances,
said lease shall continue in full foree and effect as to all of
the lands enbraced therein, sc long thereafter as unitised sub-
stanses in paying quantities are being prodused from any portion
of said lands,

13. : Operstions hereunder and production
of wnitized substaneess shall be oondusied to provide for the
most econcmicel and effisient recovery of said substances without
waste, as defined by or pursumnt to State laws or regulations.

IN The Wmit Operstor shall teike sppropriate
ad adequate measures to prevent drainsge of unitised substances
from unitized lands by wells on laM not subjeet tc this agree-
nent,

15. COVEMANTS RUN WITH LAND. The covensnts herein
shall be construed to e covenants rumning with the lend with
respect to the interests of the parties heretc and their successors
in interest until this sgreemmt terminates, snd sny grant, trans-
for or conveymnee of interest in land or leasss subject hereto
shall be and hereby is eonditioned wpon the sssumption of all
privileges and obiigations hersunder by the grantee, transferes,
or cther successcr in intsrest. No assignment or transfer of
say woriking, royalty or cther intarest subjeet heretc shall be
binding upon Unit Opsrator until the first day of the calendar
month after Unit Operator is fumished with the original, photo-
statiec or certified copy of the instrument or transfer.

16, EFFRCTIVE DATE ARD TERM. This sgreement shall
become effective upon spproval by the Commissioner and shall

st



terminate in two years sfter such date unless (a) such date of
expiration is extended by the Commissioner, or (b} a valuable
diseovery of unitized substances has bdeen made on unitised land
during sald initial term or my extension thereof, in whieh
ssae this sgreensnt shall vemain in effect so long ss unitised
substances can be produesd from the unitised land in paying
quantities and, should pro@ustion cease, 50 long thereafter as
diligent operaticns are in progress for the restoration of
produstion or discovery of new produstion snd sc long thereafter
s» the unitized substances 3o disecvered oan be produced as
aforesaid. This sgreemsist may be terminated at any time by not
less than seventy-five pereent (758) on sn seresge basis of the
oumers of the woriing interests signatory hereto with the
pproval of the Commissioner. Likewise, as provided in Artiele
8 berecf, the Commissionsr may, &fter reascuable notige to the
Unit Operstor and esch working iaterest owner, lesses snd lessor
at thelr last knowm addresses, declare this Unit Agreemsnt

17. RATE OF PRODUCTION. All production and the disposal
thereof shall be in conformity with glloeations, allotssnts and
quotas made or fized by the Commission snd in conformity with sll
pplicable laws snd lawful regulations.

18. APPEARANCES. Umit Op or shall, after notioce to
other parties affected, have the right to sppear for snd on
behalf of sny and gll interests affected hereby before the
Commissicner of Public Lands snd the New Mexiec 01l Conservation
Commission and to appeal from orders issuved under the regulations
of the Commissioner or Commission, or %o mpply for relief from
sny of said regulations or in any proseedings relative to
operstions pending defore the Commissioner or Commissions pro-
vided, however, that sny other interested party shall alsc have
the right st its own expanse o gppear s to participate in
any sueh proceeding.




19, NOTIGRS. All notices, demands or statements
required hereunder tc dbe given or rendered to the parties hereto
shall be desmed fully given if given in writing and personally
delivered to the party or sent by postpald registered matl,
sddressed to sueh party or parties at their respective siddresses
st forth in connsction with the signatures heretc or to the
ratification or consent hareof or to such other address as any
such party may have furnished in writing to party sending the
notice, demand or statement.

20. UWNAVIDAN ¥. All obligations under this
agresment reguiring the Pnit Cperstor %o commence or continue
drilling or to operate on or produce unitized substances from
sy of the lsnds covered by this agresment shall be suspended
vihile, but only so long &8, the Unit Operator, despite the
sxereise of due care and dlligence, 13 prevented from complying
with such obligations, in whole or in part, by strikes, war,
sets of God, federal, state or mmieipal law or sgenciles,
waavoidable sccidemts, wnoonirollshble delays in tramsportation,
inahility to obtain neoessary materials in open market, or
other matters beyond the reasonable control of the Unit Operator
whether similar to matters herein anmerated or not,

21. 1OSS OF TITIE. In the event title to any tract
of wnitised land or substantial interest therein shall fail
and the true owner cannct de indused tc jJoin the Unit Agreenent
so that such traet is not sommitted toc this sgreemsmt or the
operstion thereof hereundsr beccmes lmpracticable as 2 result
thereof, such traet may De eliminated from the unitized areas,
and the interest of the parties resfjusted as a result of such
trast being eliminated from the unitized ares. In the event of
a dispute as to the title to any royalty, working or other
interest subject hereto, the Unit Operator may withhold psyment
or dslivery of the allcosated portion of the unitized substances
involved on acecount therecf without liability for interest

e
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until the dispute is finally wettled, provided that no payment
of funds due the State cf New Nexieco shall be withheid, but susch
funds shall be deposited with the Commisaioner of Public Lands
tc de held a3 uneamed amcney pending final settlement cof the
title dispute, and than spplied as earned or returned in acecord-
snoe with such final settliemsnt., Unit Operstor as sueh is
relieved from any responsibility for any defest or failure of
sy title herewnder,

22. SUBSEQUENT JOINIERR. Mny oll or gas interest in
lands within the unit area not committed hareto prior to the
submission of this agreement for final spproval sither by the
Commission cor Commissioner may be committed hareto by the cwner
or owners of sush rights subscribing or consenting to this
agresamnt or executing a ratifisation thereof, and if sueh owner
is slsc a working interest owmner, by subseriding to the operating
sgresment providing for the sllocation of ecats of exploration,
developmant and cperation, After operations are commenced here-
under, the right of subssquent joinder by a working interest
owneyr shall be subjeect %o mll of the requirements of sny spplieadle
operating sgreement between the workting interest owners relative
to the alloeation of produstion and the eosts of exploration,
developnent snd cperation. A subsequant joinder shall be
sffective as of the first day of the month following the filing
with the Commissioner sl the Comsission of duly executed counter-
parts of the instrument or instrumsnts committing the interest
of sush owner tc this agresment, bt sueh joining party or
parties before participating in smy bensfits hereunder shall be
required to assume and pay to Unit Operator their proportionste
skare of the wnit expense incurred prior to such party's or
parties’' joinder in the Unit Agresment, and the Unit Operator
shall make sppropriate adjustments oaused by such joinder, with-
out my retrosetive adjustment of revenue,

23. COUNTERPARTE. This agreement may be executed in
any number of ecounterparts, no one of which needs to be exequted




by all parties or may be ratified or consented to by separate
instrument in writing speeifically referring hereto, snd shall
be dinding upon all those parties who have executed such a
ecounterpart, ratifieation, or consent hereto with the same
foree and effect as if sll such parties had signed the same
document and regardless of whether or not it ia executed by
a1l other parties owming or claiming sm interest in the lands
within the ebove described unlit areas.

IN WITNESS WHERECF, the undersigned parties hereto have
caused this agreement to be exscuted ss of the respective dates
set opposite thelr signatures.

SIRCLAIR OIL & GAS COMPANY

ATTEST:
By , : :
—Vice-Fresidaent
Addresss P, 0. Box 1870
Date: 7 Midland, Texas
UNIT OPERATOR AND WORKING INTRREST
OWNER
RICHARDSON & BASS, a Pertnsrship
Date:
T PerTy K. Hais
Address: 1200 Fort Worth National
Bank Bulilding
Fort Worth 2, Texas
THE PURE O1L CONMPANY
ATTEST:
By
Date: k Address: P. O, Box 2107

Fort Vorth, Texas

. .



TIDEWATER OIL COMPANY

ATTEST:
By, —
e e s e S __ President
Zeeretary ——————
Address: P, O, Box 97%
Roswell, New Mexioco
Date:

T e i e 3 R Y MR B e R

STATE COF TEXAS
COUNTY OF MIDLAND )

The furegolng instrument was acknowledged before me
this __ day of ___ » 1957, by FLOYD BRETT, Viee-
President of SINCLAIR OIL & GA3 COMPARY, a Maine eorporation,
on behalf of salid corporation.

Hotary Public in and for
Fidiand County, Texas
My commiasion expires:

STATE OF
COUNTY COF

The foregoing instrument was asknouwledged before me
this ___ day of _ s 1957, by SID W, RICHARDSON,

partner of RICHARDSON & BABS, a co-partnership.

Rotary Publie In and for
County,

Ry ccmmission expires:

} 7



STATE OF )

COUNTY OF S
The foregeing instrument was acknowledged before me
this day of ‘ s 1957, by PERRY R. BASS,

partner of RICHARDSCN % BASS, a eo-partnership,

Notary Publiec in agnd for
County,

My eommission expires:

STATE OF TEXAS
COUNTY OF TARRANT ;

The foregeing instrument wag acimowledged before me
this day of , s 1957, by

of THE PURE (IL COMPANY, a

corporation, on behalf of sald corporation,

Notary Publle in and for
Tarrant County, Texas

My commission expires:

STATE OF |
COUNTY OF {

The foregeing instrument was acknowledged before me
this _______ day of s 1957, by

President of TIEEWATER OIL COMPANY, a
corporation, on behalf of saild corporation.

Rotary Public¢ in and for
County,

My commission expires:
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