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faulting is tha principle feature and e:rbreces some 5, 307 acres. This
interpretation :g based on seismic records obtained with modern equip-
ment and record quality was considered very good, The preposed unit
outline has been lmited Ly thie indicated lowest closing contour between
faults. Buch a unit would encompass the part of the general area which
appears to be under the influence of the depicted structural featuze, The
relationsrip of this area to nearuy weils which have encountered the
Devonian is indicated on the enclosed croes section, laheled Exhibit ILI.
The toilowing tabuiat.on indicates the expected stratigraphic
sequence to e encountered along with estin ated depths to the n.ost
prcmiinent horizons. Poss.mle predictuve isr- ations are indicated by
asterioks (*). [t is expected that the initinl test well would be drilled teo
a depth of 15,507 feet or fluid 1n tne Devonian unless production s indicated
at a shallower depth. Such depth would test ali pessible pav sonee down to!

and inciuding tus Devonian.

System: teries Formation Expected Depth
Quaternary Dune, sand and unccnsolidated  Surface to 150!
& sand anc red hbeds
Tertiary
Triaasic Dockum 159
{Uchoa Raustier anhwiri‘e 148G
Salado pal:te 160G
G iadalupe Tansil 2940
*Tates 3190
Permian *3even Hivers 3500
*{Cueen 440
*Grayhur: 4795
t3a0 Aundres 230

LLEGIBLE



System Series

Permian (Leomard
(Wolfcamp
Peansylvanian
Miseissippian
Devonian

sIndicate possible productive horisons.

-3-
Formation

¢Bone Springe
*Wolfcamp

¢Pemasyivanian

*Miseiosippian lime
Woodford shale

*Devonian limestone
and /or dolomite

Kxpected Depth

7520
10590

12100
13750
14320
14800

All depths are approximate,

DRILLING AND EXPLORATION
COMPANY, INC,

o~

Chief Geologist N
July 9, 1959
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GECLOGICAL REPURY 1€ ACCUMPANY
APPLICATION FCOR DESIGNATION CF
MESCALERO UNIT AREA, LA CCUNTY

STATR OF NEW MEXICC

The proposed .‘c‘.cccﬂero Unit Area 18 iocated in southeastern
lL.ea Count;, New hexico, approxi: ately tweatv-four ;~iles weat of
ihe Citv of Hobbs, and approxii: atel, six r iles north of the intersection
sf U, 5, Highway No, 62 and the scut. line of Township v South, Range
34 Kast, The area 18 difiicalt to traverse cecause of lacs of roads and
ti.¢ preseznce 2 pr~ nent Junes «f s0fl, lcuse sand wrhich is very fine-
grained and reddisb-nrown in colur, Vegetalion in the duns areas .8
lia ited al-. ost entirel, to a low shrub Wit a4 var, extensive root systerr
and helong:np t. tie oak fsr i

The area proposec > e includel n the iescalero Unit outhine

18 shown on the attacred plat, 3 porthion of MNap of SLutherst New rNexico -
¥ ¢

r

Rosweall .+, U, & Dept, of Interisr, U, . Geoingical Survey. Shown
alen on this plat, iaveled dxhihit | are 'n. wati.nes of nearb; and presently
existing Foderal Units, all deep (Devan:zn and deaper) test wells in the
area er.braced hy the plat, and the Line of crcass section A-4",

A recent seisn ic survey of the area, conducted by Urilling and
Explorsticn Co:r pany, Inc, delineated a quite attractive anticlinal structural
feature at Devonian depth, The enclosed swiscic wwap, laLeled kxhioit II,

.8 contoured 1n tirie and represents the s'ructural configuration at the

approxitrate top of the Devonian, A do &) uplift with cxpected accon.panying

ILLEGIBLE
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fauiting is the principle feature and embraces seme §, 000 acres. This
interpretation is based on seismic records obtained with medera equip-
meat and record quality was coasidered vary good. The preposed unit
outling has beea limited by the indicated lowest closing conteur between
faults. Buch o unit weuld encompass the part of the gemersl area which
appears to be under the influpnce of the depicted structural fantuze. The
relatienship of this area to mearby welis which have encountered the
Deveaian is indicated on the enclosed cross section, labsled Exhibit IX.

The followiag tabulation indicates the expected stratigraphic
sequence to be encountered along with estimmated depths to the most
promisent horisons. Possible productive formations are indicated by
asterisks (*). It is expected that the initial test well would be drilled te
8 depth of 15,000 feet or {luid in the Devonian unless production is indicated
at a shallower depth. Such depth would test all possible pay sones dowa '

and imcluding the Devonian,

System Beries Formation Expected Depth
Quaternary Duns, sand and uncensolidated Sarface to 150°
& sand and red beds
Tertiary
Trisssic Dockum 150"
(Ochea Rustler anhydrite 1480
Salade Halite 1600
Guadalupe Tansil 2940
$Yates 3100
Permian *Seven Rivers 3500
*Queen 4350
*Grayburg 4795
*San Andres 5420

ILLEGIBLE



letcm Series
Permian (Leonard
{Welfcamp

Penns .\vanian
Mississippian

Devonian

*Indicate possible productive norizons,

Fornation

*Bone Springs
*Wolfcamyp

*Pennsylvanian

*)i:ssissippian Lime
Woodford shale

*Devon:an limestone
and/nr dolomite

Expected Depth

7520
10599

12100
13750
14320
14500

All depths are approxin.ate,

DRILLING AND EXPLORATION
COMPANY, INC,

Chief Geolng:iat
July 9, 195+
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CERTIFICATE OF TERMINATION

MESCALERO UNIT AGREEMENT
LEA COUNTY, NEW MEXICO - D

T

There having been presented to the Commissioner of Public Lands
of the State of New Mexico, an application for termination of the Unit

Agreement for the development and operation of the _Mescalero Unit

Area, Lea County, New Mexico. The -Mescalero Unit Agree-

ment is dated June 1, 1960 , ».and was approved by the

" Commissioner of Public Lands as of November 6, 1961 . and became
effective November 1, 1960.
The application for termination has been executed by the working

interests that were committed to the _Mescalero Unit Agreement,
and such constitute in the aggregate seventy-five (75%) percent, or
more, on an acreagde basis of the working interests so committed and

that provision is made for the termination of the Unit Agreement under

‘Section _ 20 thereof by the owners of such a percentage of the
working interests so committed to the Mescalero Unit Agreement.

NOW, THEREFORE, I do approve the termination of the Mescalero

‘Unit Agreement, the termination to be effective as of November 1, 1965

IN WITNESS WHEREOF, this Certificate of Approval of Termination

is executed, with seal affixed, this 1lst day of November 1965 .

Commlss1 er of Public Lands,w
of the State of New Mexico




RECEIVE])

Termination of Unit Agreement for OCT 26 1965
the Development and Cperation of

the Mescalero Unit Area, County of U. S. GEOLOGICAL SURVEY
Lea, State of New Mexico,; and ROSWELL, NEW MEXICO

Application for Approval Thereof

No. 14-08-0001-6969

The Unit Agreement for the Development and Operation of the
Mescalero Unit Area dated June 1, 1960, was approved on October
14, 1960, by the Acting Director of the United States Geological
Survey and on November 6, 1961, by the Commissioner of Public
Lands, State of New Mexico.

Whereas, the undersigned parties are the owners of more
than seventy-five (75) per centum on an acreage basis of the
working interest in the Mescalero Unit Area in Lea County,
New Mexico; and

Whereas, under the terms of Section 20 of the said Unit
Agreement, the Agreement snall terminate five years from the
effective date thereof unless a valuable discovery of unitized
substances has been made on unitized land during said initial
term and sald substances can be produced in paying quantities;
and

Whereas,; said Section 20 further provides that the Unit
Agreement may be terminated at any time by not less than seventy-
five (75) per centum of the owners of the Wworking interest on an
acreage basis with the approval of the Director of the United
States Geological Survey and by the Comnmissioner of Public Lands,
State of New Mexico.

Now, therefore, the working interest owners of the Mescalero
Unit agree to terminate the Unit Agreement for the Development
and Operation of the Mescalero Unit and do hereby request the ter-
mination of said Unit Agreement by the Director of the United
States Geological Survey and by the Commissioner of Public Lands,
State of New Mexico.

This instrument may be executed in counterparts; no one of
which needs to be exeguted by all parties.

In Witness Whereof, this instrument is executed by the under-
slgned parties hereto as of the respective dates set opposite their
signaturgez i

.
iy a2 NI Ry

Attest /v

)

Sinclair 0il & Gas Company-Operator

Byt L, Al
o . obdis

-
Vice President J%D

3;,,

Humble 0il & Refining Company

By:

Dated:

Attest: El Paso Natural Gas Company
By:

Dated: ate Approved..NOY_22 1965

Effective as of November 1, 1965

Acting Director, U. 3. Geological Survey
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OCT 26 1955

U.S. GeoLog
Termination of Unit Agwveement lor RC'S'-‘/ELL N;:.%Lm?)j(fggy

the Development and Operation of
“he Meacalero Unit Area, County of
Lea, State of MNew Mexico, and
Application for Approval Thereof

T O T

O cueo
NOV 151985

3
QeorogicaL SURYE

No. 14-08-0001-6969

The Unit Agreement for the Development and Operation of the
Mescalero Unit Area dated June 1, 1960, was approved on October
14, 1960, by the Acting Director of the United States Geological
Survey and on November 6, 1961, by the Commissioner of Publio
Lands, State of New Mexico,

Whereas, the undersigned parties are the owners of more
than seventy-five {75) per centum on an acreage basis of the
working interest in the Mescalero Unit Area in Lea County,
New Mexico; and

Whereas, under the terms of Section 20 of the ssid Unit
Agreement, the Agreement shall terminate five years from the
effective date thereof unless a valuable discovery of unitized
substances has been made on unitized land during said initial
term and said substances can be produced in paying quantities;
and

Whereas; said Section 20 further provides that the Unit
Agreement may be terminated at any time by not less than seventy-
five (75) per centum of the owners of the working interest on an
acreage basis with the approval of the Director of the United
States Geological Survey and by the Commissioner of Public Lands,
State of New Mexico.

Now, therefore, the working interest owners of the Mescalero
Unit agree to terminate the Unit Agreement for the Development
and Operation of the Mescalero Unit and do hereby request the ter-&mc——
mination of said Unit Agreement by the Director of the United
States Geological Survey and by the Commissioner of Public Lands,
State of New Mexico.

This instrument may be executed in counterparts, no one of
which needs to be executed by all partiles.

In Witness Whereof, this instrument is executed by the under-
slgned parties hereto as of the respective dates set opposite their
signatures.

Attest: Sinclair 0il & Gas Company-Operator
By:
Assistant Secretary R. M. Kobdish
Vice President
Dated:
Attest: Humbl2 0Oil & Refining Company
By: C:i:za7/’ C:Z~fﬁf—*¢zi‘ﬂfL.-
AGENT AND ATTORNEY-IN-FACT
Dated:
Attest: El Paso Natural Gas Company

By

Dated:
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0CT 26 1965
_GEOLOGICAL SURVEY
Termination of Unit Agreement Tor Uﬁgm”Ed;NEW MEXICO
o visig~ e Development and Gperation of OWELL,
dwﬁnmuww tne Mescalero Wnit Area, County of
v k5\965 ea, State of New Mexico, and
N

Application for Approval Thereof

>
SeorogioA 3 No. 14-08-0001-6969

The Unit Agreement for the Development and Operation of the
Mescalero Unit Area dated June 1, 1960, was approved on October
14, 1960, by the Acting Director of the United States Geological
Survey and on November 6, 1961, by the Commissioner of Public
Lands, State 0of New Mexico,

Whereas, the underaigned parties are the owners of more
than seventy-five (75) per centum on an acreage basis of the
working interest in the Mescalero Unit Area in Lea County,
New Mexico; and

Whereas, uncer the terma of Section 20 of the said Unit
Agreement, the Agreement shall terminate five years from the
effective date thereof unless a valuable discovery of unitized
substances has been made on unitized land during said initial
term and said substances can be produced in paying quantities;
and

Whereag, s85id Section 20 further provides that the Unit
Agreement may be terminated at any time by not less than seventy-
five (75) per centum of the owners of the wWorking interest on an
acreage pasis with the approval of the Director of the United
States Geological Survey and by the Commissioner of Public Lands,
State of New Mexico.

Now, therefore, the working interest owners of the Mescalero
Unlt agree to terminate the Unit Agreement for the Development
and Operation of the Mescalero Unit and do hereby request the termination
zppoocxxk of sald Unit Agreement by the Director of the United
States Geological Survey and by the Commissioner of Public Lands,
State of New Mexico.

This instrument may be executed in counterparts, no one of
which needs to be executed by all parties.

In Witness Whereof, this instrument is executed by the under-
signed partlies hereto as of the respective dates set opposite their
signatures,

Attest: inclair O0il & Gas Company-Operator
By:
Kssistant Secretary R. M. Kobdisn ~
Vice President J%@
Dated: yw/
Attest: Humble O0il & Refining Company
By:
Dated:
s El Paso Natural Gas Company//
- 7 2 - Y /’ ﬁf
by 0, 5
P Attorney-in-Fact

Dated: 0CT 25 1985




Gulf 011/S9rporgtiqn

B
— -y oy oy ‘__-.J
B S e A
By. "/-/v, 7 I//‘/‘/".\ O L‘,‘ :
i

L] -~

‘ <q : :;LBS"'{?INOQ;";I..H.J o In Faot
Dateds . 05l b2 565 Kttorney
Attestﬁi”“'7”;\*  Pan American Petroleum Company
By:

Dated:

Attest: . Continental 011 Company
By:

Dated:

Dated: Catnerine B. Mcklvain,

Individually and as Executrix of
the Estate of T. H. McElvain,

Deceased,
Dated: Catherine M. darvey
Dated: Y. H. McElvain, Jr.
Dated: Elizapeth R, McElvain
Dated: Carl R. Mcklvain
Dated: Ruth P. Mcklvain
Dated: Jacquelin M, Withers
Dated: William P. Withers, Jr.
Dated: Ralpn C. McElvain, Jr.
Dated: Peggy P. McElvain
Dated: Roberta Regan

Dated: Edith S, McEivain, a Widow
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Attest: Gulf 0Oil Corporation
By:
Dated:
iizsii:;%ggn Petroleum Corporation 7;;;&??}
By: P e L)
© ATTORNEY-IN-FACT  D. B. Mason, Js. gy

Continental 0il Company

By:

Dated:

Dated: Catnerine B. McElvain,
Individually and as Executrix of
the Estate of T. H. McElvain,
Deceased.

Dated: Catherine M. Harvey

Dated: T. H. McElvain, Jr.

Dated: Elizaoeth R. Mcbklivain

Dated: Carl R. Mciklvain

Dated: Ruth P, Mcklvain

Dated: Jacqueliin M. Withers

Dated: William P, Withers, Jr.

Dated: Ralpn C. McElvain, Jr.

Dated: Peggy P. McElvain

Dated: Hoberta Regan

Dated: Edith S. McElvain, a Widow
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Attest:

By

By

°
°

°
L]

Gulf 01l Corporation

Pan American Petroleum Company

.- ASSISTANT SECRETAKY

L0522 -4 5

Dated:

Dated:

Dated:

Dated:

Dated:

Dated:

Dated:

Dated:

Dated:

Dated:

Dated:

Continental 011 Company

Catnerine B, McElvain,
Individually and as Executrix of
the Estate of T. H. McElvain,
Deceased,

Catherine M, darvey

. H. McElvain, Jr.

Elizabetn R. McElvain

Carl R. McElvain

Ruth P. McElvain

Jacquelin M. Withers

William P. Withers, Jr.

Ralph C. McElvain, Jr.

Peggy 2. McElvain

Koberta Regan

Edith S, McElvain, a Widow
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Attest: Gulf Oil Corporation
By:

Dated:

Attest: Pan American Petroleum Company
By:

Dated:

Attest: . Continental 01l Company
By

Dated:

Dated: Catnerine B. McElvain,

Indéividually and as Executrix of
the Estate of T. H. McElvain,

Deceased.
Dated: Catherine . farvey
Dated: T, H., McElvain, Jr.
Dated: Lzan ﬁE’ MbElXain
PN e SEa
( Rk\;t\ ~L<§\Q§(\CO
Dated: CE?l“R ‘McElvain

o O uwa iMﬂngﬂ

Dated:

Dated: Jacquelin M, Withers
Dated: William P. Withers, Jr.
Dated: Ralpn C, McElvain, Jr.
Dated: Peggy P. dMcElvain
Dated: Robertva Regan

Dated: Edith S, McElvain, a Widow
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Attest: Gulf 01l Corporation
By:

Dated:

Attest: Pan American Petroleum Company
By:

Dated:

Attest: . Continental 01l Company
By:s

Dated:

Dated: Catnerine B. Mc¢klvain,

Individually and as Executrix of
the Estate of T. H. McElvain,

Deceased.
Dated: Catnerine M. darvey
Dated: T, H. McElvain;, Jr.
Dated: Elfizabeth R. bdcElvain
Dated: Carl R, McElvain
Dated: Ruth P, McElvain
Dated: Jacquelin M., Withers
Dated: William P, Withers, Jr.
Dated: Ralph C. McElvain, Jr.
Dateds McElvain '
’\
| , Joedo \ QMAMU
Dateds //- /¢ L, S Hoverta Regan

\
Dated: Edith S. McElvain, & Widow




UNIT CWIERS

z

STATE OF TEXAS §
COUNTY CF MIDLAND &
A
ne foregoing instrument was acknowledgzed before me this £C§/~ day
of 47 7 e , 1965, by ‘R, M. KOBDISH
ice Presilideat of SINCLAIR OIL & GAS COWPANY a Maine corpora-

tion, on behalf of sald corporation. "

@ﬁ/éﬂ/ NG /Méw 2 U

My Comrission Expires: Notary Public /(- .
LA 4
L, R

STATE CF TEXAS § e

COUNTY OF 3

The foregoing instrument was acknowledged before me this day

of ) 1965, by »
of HUMBLE OIL & REFINING COMPANY, a

corporation, on behalf of sald corporation.

My Commission Expires: Notary Public

June 1, 1967

STATE OF b

COUNTY OF )

The foregoing instrument was acknowiedged before me this day
of , 1965, by ,
of EL PASO NATURAL GAS COMPANY, a
corporation, on behalf of said corporation.

Notary Public
My Commission Expires:

STATE OF )

COUNTY OF 3

The foregoing instrument was acknowledged before me this day
of , 1965, by ’
of GULF OIL CCRPORATION, a
corporation; on behalf of said corporation.

My Commission Expires: Fotary Public




STATE OF TEXAS

URIT CWIERS
P b ekt
%
4

COUNTY CF MIDLAKD

(

The Toregoing iastrument was ackncwledzed befcore me this
of , 1965, by "Ro M. KC2DISH

Vice Pregideat

tion, on behalf of said corporation.

day
b
of SINCLAIR OiL & GAS COMPANY, a Maine corpora-

My Commission Expires:

June 1, 1967

Notary Public

STATE OF TEXAS

{

conrt oF Z)udllynd

B The faregoing instrument was acknowledged before me this_2.7 ~day
Ceof ) ; . 1965, by C. M, Carothers
4 Zz ZQ’ g corporation, on vekalf of said corporation.

-

3

2
2
/,’

T
*‘T‘P
v TN
4y

b
R

T COMPANY, &

>
FT TR I
UTHE

My Commilssion Expires:

June 1, 1967

Notaxry Public

SHEILA A, DeVOY - Notary Public
Midland County, Texas
STATE OF b
COUNTY CF ]
of

The foregoing instrument was acknowledged before me this
s 1965: by

day
of EL PASO NATURAL GAS COMPANY, a

b
corporation, on behalf of said corporation.
My Commission Expires:

Notary Public

STATE OF

d
i

COUNTY CF

of

The foregoing instrument was acknowledged before me thils
p) 1965; by

day
of GULF OIL CCRPURATION, a

corporation; oa behalf of sald corporation.

My Commission Expires:

Notary Public




UNIT CWIERS

STATE OF TEXAS g
COUNTY OF MIDLARD b

The foregoing instrument was ackncwledged befcre me this day
of , 1965, by "R. M. KOBDISH ,
Vice Precideat of SIKCIAIR OIL & GAS COMPANY, a Maine corpora-

tion, on behalif of said corporation.

My Comrission Expires: Notary Public

June 1, 1967

STATE OF TEXAS i
COUNTY OF 3

The foregoing instrument was acknowlelged before me this day

Of ) 1965) by ’
of HUMBLE OIL & KEFINING COMPANY, a

corporation, on behalf of sald corporation.

My Commission Expires: Rotary Public

June 1, 1967

STATE OF  1cAAS )
- en
COU;.\'TY GF tL PAuU @
The foregoing instrument was acknowledged before me this A5 day
of S o i ot ) , 1965, by Sam Smith »
;“\-.\‘-“}'f"’,'."',""h ATTORNEY - IN - FAST. of EL PASO NATURAL GAS COMPANY, a
Q\“CL; L T e corporation, on benalf of said corporation.
SaST N
N oL ..r‘,,: \ L ’.‘ oo - /
SRR N =7 : '
T:;: \».‘,—-\‘{ - o i ] (5’,;,/:'/ . /1":‘\4:/ .
S Notary Public
'o,"i»}_ My Commission Expires:
YUy, G ELGISE BUSSE

"'il:;:.';ﬁol;f; ‘Public in and for El Paso County, Texas
Wy Commiosion EXaITrSJUne, 1967

STATE OF 3

, COUNTY OF 5

The foregoling imstrument was acknowledged before me this day
of » 1965, by ’
of GULF OIL CORPORATION, a
corporation, on behalf of sald corporation.

My Commission Expires: Notary Public




CHRIT CWOERS
Zalas MR

STATE OF TEXAS &
COUNTY CF MIDLAID b
Tne foregoing iunstrument was acknowledged befcore me this day
o+ , 1965, by 'R. M. KCBDISH )
ice Prezidant __ of SINCIAIR OiL & GAS CCMPANY, a Maine corpora-

tion, on behalf of sald corporatioa.

My Comrission Expires: Notary Public

June 1, 1967

STATE OF TEXAS b
COUNTY OF 3

The foregoing instrument was acknowledged before me this day
of , 1965, by P)
of HUMBLE OIL & HEFINING COMPANY, a
corporation, on bebalf of said corporation.

2]

My Commission Expires: Rotary Public

June 1, 1GE7

STATE OF i
COUNTY CF 3

The foregoing iastrument was acknowledged before me this day
of ) 1965 s by ’
of EL PASO NATURAL GAS COMPARNY, a

corporation, on behalf of sald corporation.

Notary Public
My Commission Expires:
STATE OF __NEW 32Xt
COUNTY OF THAVES 8
, .
Thp foregoing instrument was acknowledged before me this ?:'”\day
of Lo , 1665, by F. O. MCRTLOCK ] ,
,y“fi~*53““1” In Pact of GULF OIL CORPORATION, a
el A corporation, on behalf of sald corporation.
o Y
N ﬁQ)tQAﬁ_A“,f\_ ~
AR A e D (e
iy Co "”'$5iCu Exnl‘e5° Notary rublic

e

K

’i-f ’J{V\ Trareimisslon Fx 'J?L\ »-.,gr ot 15, 196¢&




Unit Owners
Acknowledgment Page No. 2

,

STATE OF <« t- ]

COUNTY QF . /, s 70
‘l;ffi.Wne *oregoing instrument was acknowledged before me this u%'ﬁlj{
L /oo, 1965, by D. B. Mason, Jr. ,
of PAN AMERICAN PETROLEUM CORPORATION, a
corporation, on behalf of sald corporation.

/ L , :
PO e ey

fa}@;CommissioﬁiExpiresz
N . A B J e él -
Y. f Vs , Not%;f Public Dorothy W./{§6Aruff

STATE OF g

COUNTY OF 0

The foregoirg instrument was acknowledged before me this day
of , 1965, by ,
of CONTINENTAL OIL COMPANY, a

corporation, on behalf of sald corporation..

My Commission Expires:

Notary Public

STATE OF g
COUNTY QF (
The foregoing instrument was acknowledged before me this

day of , 1965, by CATHERINE B. McELVAIN, in the capacity
therein stated.

My Commission Expires:

Notary Public

STATE OF g
COUNTY CF g
The foregoing instrument was acknowledged before me this day

of , 1965, by CATHERINE M, HARVEY, in the capacity
therein stated.

My Commission Expires:

Notary Public

STATE CF ¢
COUNTY CZ b
The foregoing instrument was acknowledged before me this____  day
of , 1965, by T. H. 4cELVAIN, JR., and ELIZABETH R. McELVAIN,
his wife.

My Commission Expires:

Notary Public




: corporation, on bebals of said corporation. .

(SN P,

or _fls—me s A, 1965, by __ALBERT HRUBETYZ

unilt OQwners
Acknowledgment Page No. 2

STATE (F i
COUNTY CF b
The foregoilng instrument was aciknowledged before me this
day of » 1965, by ’

of PAN AMERICAN PETROLZUM COMPANY, a
corporation, on behalf of saild corporation.

My Commission Expires:

Notary Public

STATE 0F « Jiniui” |
/
COUNTY OF Aot ,
St

The foregoirgz insjrument was acknowledged before me this

ATTORNEY N Fic of CONTINENTAL OIL COMPANY, a od;éb@i,céﬁﬂz/Q,x:_,//

My Compission Expires: <:::;;ii444Lﬁ/4vd,/iégiti,/L*fftchvtj?//

/- 5/7 Notary Pu.blic

CRUUYe)

STATE CF ]
COUNTY COF (
Tre foregoing instrument was acknowledged before me this

day of , 1965, by CATHERINE B. McELVAIN, in the capacity
therein stated.

My Commission Expires:

Notary Public

STATE OF d
COUNTY CF {
The foregeing instrument was acknowledged before me this day

of , 1965, by CATHERINE M. HARVEY, in the capacity
therein stated.

My Commission Expiress

Notary Public
STATE CF ¢
COUNTY CF g
The foregoing instrumeant was acknowledged before me this_____ day
of , 1965, by T. H. McELVAIN, JR., and ELIZABETH R. McELVAIN,
his wife.

My Commissicn Expires:

Notary Public




UNIT C¥sEz8
<~ ST T T~ e
ACKIGCWIZDINENT PATE #3

STATE CF e & .
- - : . Jn{‘i()f)’v,l'
COJNTL CF N PN R
! \ i Tt ey . ""
The Icregoing ifzstrument was acknowledged befcore me this Miﬁ?ﬁday"“’d A
of " , 1965, by CARL K. McEI7VAIN. and RUTH P. McELVAIN, his wife. ©
LA T L N L T AA Sz .
X ., ] Thyerd oo L . N RS >
My Commission Expires: 3 A L e 4 g o
p J . PRSI (/AR e
\l ! g \ : - . : N 7 =N\
T Notary Public SN
STATE OF OHIO l l L E
COUNTY CF HAMILTON § G I B L E
Tre foregoing instrument was acknowledged before me—is day of

, 1965, by WILLIAM P. WITHERS, JR., and JACQUELIN M. WITHERS,

his wife.

MY COMMISSICN DO=S NOT EXFIRE:

Notary Public

STATE CF ILLINOIS ¢
COUNTY CF MARICY 3

Thé foregoing insirument was acknowledged before me this day
of ; 1965, by RALPH C. McELVAIN, JR., and PEGGY P. McELVAIN,
his wiZe.
My Commission Expires:

Notary Publie

STATE OF g
COUNTY & g

The foregoing instrument was acknowledged before me this day of
, 1965, by ROBERTA REGAN, a widow.

My Commission Expires:

Notary Public

STATE O ILITNO:ZS b
COUNTY ¢F  IXARICK §

The foregoing instrument was acknowledged to me this day of
, 1965, by EDITH S. McELVAIN, a widow.

o

My Commission Expires:

Notary Public




UNIT GvEES
ACKHONIED ZHETD FASE #3
STATE GF §
COUNTY OF "
e Ioregoing InstruZent was acknf‘w;eibei befcre me thls___ day
of , 1965, by CARL K. McILVAIN and RUTH P. McELVAIN, his wife.

¥y Commissicn Expiress

TATE OF (3I0

COUNTY F EAMILION ¥
T my T awm ot e o
L& 16T E€Z0LLS L3

Notary Public

Tument was acxnowledged before me this _ day of

, 1565, by WILLIAM P. WITSERS, JR., and JACQUELIN M. WITHERS,

MY CO¥aISSZIC

Ty

STATE Q@ ILLIROZS

COUNTY CF MARICHW

The Joregeing i

My Can

, ,.965, by RALFY C.

3

v DOIS NOT EXFIRZ:

Notary Public

truzent was acknowledgsd before me this day
¥cELVAIN, JR., and PEGGY P. McELVAIN,

Notary Public

B \J
o L
&
instrument was acknowledged before me this s day of
1965, by ROBERTA REGAN, a widow.
o teeasieest L
vt, My \Cozmwss*on Expires: S p
. A, B ~ //.’//" RN (¢ :\‘,/,'/ 3 / ot
v;.‘iw‘,u e A Notary Public
STATE CF_ ILIINOIS ¢ l l L E G ,
COUNTY OF  HARICY @ e B L E i
The foregoirg imstruzent was acknowledged to me this day of
, 1965, by EDITE S. McELVAIN, a widow.
My Comxizsicn Bxpiress

Notary Public



SinCLAIR O1L & Gas CoyMpPany
P. O. Box 1470 -

¢ OMIDLAND, TEXAS

e

naiy Y ey s
June 11 PR s )

MIDLAND DIVISION

~
Supayrvlsor

Hes  Mago: T ayre % Mesgalero Hidge Units

img = v, Hew Mexico

Cantlsnen:

Pleass refar to cur lether dated sy 2, 1963, whersin we advised
that we ware acquiring the leaseheld intevzsiz of Orilling and Uxplora-
ticn Compeny; Inc., and would assumc tha iu%les of cperstor of subjec’
unitz,

After further convaersations snd negotlations wlth the other parties
involved, we will not be able tc becoms successor unit cperastor pricr to
July 1, 1963, Drilling and “xploration Company, Inc., hes thersfore
agread to continue to set a9 unit operator for the time being and will
file 811 necassary papers in commection wiih the units,

Yours very truly,

/’(;» ] ‘{(;-./‘_{/- ‘j{

R ¥, Xobdish

Vice President
RID:bje

cct A1l working intsrest owmers
Address list attached

ce: Commissioner of Public Lands
State of New Mexico
Santa Fe, New Mexico
Attentiont Unit Division

State of New Mexico —
0il Conservation Commission
Santa Fe, New Mexico



VATLIAG LIST

“agsalere Trit srt lgrcslero il

1 Pasc lLatural Gas Company
s Lae lox 1492
1 “asc, [exas

- -
e w27 sl fr“:.i““i'
~
=]

“agtorn .at.rs
Pe e ox 1200
Houzzon 1, Taxes

.
¥

tulf Uil 'c‘p rat i
'?

Jorg T'orth 2, °

Pan imerican Petrolsum Corporation
011 and Gas 3uilding
Fort 'lorth, Texas

¥r. T, i, icElvain
220 Shelby Streat
Santa e, Yew exico

'ﬂ'. ?t I'G. ual'l R. . c ’lvaiﬂ
P. (J. l30x 311
Yorris, Illinois

vrs, Jacquelln f, «withers
8690 'iollyhock Jrive
Cincinnati 31, Uhio

Yire llalph G, 'ciElvain, Jr.
702 South Lynn
Champaign, Illinois

Yrge 0horta Heran
Pe 0, Box 172
“4idland, Taoxas

“rge Zdith S, cElvain
224 *lorth Ohio .venue
Salem, I11inois

L
it

g

2

vy "Li8, T, Hankhead, Jr.

TAOY “onthland Centor

giizg 1, T:xas

‘rany Y, Tanxhiead
1107 Couthiand Centor
‘elles 1, Texas

wt

nester ', Crsbbs

237 Sebihlend Tenter
.ailag 1, Texas

“isanor 5, Urenbs
1107 Southland Center
Zalles 1, Toxas

Comrissionsr of Public Lands
State of ‘lew “'extico

Santa e, !lew VYexico
attentiont "nit Division

State of !lew Maxico
11 Consarvation Commission
Santa Ye, “ew Yexico
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Sincramr O & Gas Coympany
P. O. Box 1470
MIDLAND, TEXAS

May 2, 1963

MipLAND DUvISION

nited States Department of the Interior
Geological Survey ‘

P. O, Drawer 1857

Roswell, New Mexico

Attention: Mr, John A. Anderson
Fegional 0il and Gas Supervisor

Re: Flan of Development - Second Half 1963
Yescalero and Mescalero Ridge Units
Lea County, New Mexico

Gentlemen:

This is to advise you that Sinelair JOil & Gas Company has reacned
an agreement with Jrilling and Jixploration Company, Inc., for t-e
acquisition of part of their assets including their leasehold iaterest
in the above described units. _he legal transfer of these properties
will not occur until on or about August 1, 1963. In the interim Sinclair
will be acting as temporary unit operator of eacn unit. Trliease direct
all future inquiries concerning these units to tne above addrass.

We rnioted in tne IJrilling and Zxploration Company files your letter
of December 17, 1962, concerning a plan of development for the liescalero
Unit. Since the acquisition of these properties involves many comovlica-
tions, we are not able at this time to intelligently evaluate the area
covered by these units, We are at the present time examining all avail-
able seismic and geologic information relative to the units.

Representatives from our company, including Mr. J. W. Jackson, met
in your office on April 30, 1963, with Mr, Traywick, Mr, Feldmiller, and
Mr, Pearcy, to discuss this matter, This letter will coenfirm our under-
standing obtained at the meeting that we will, on or before July 1, 1963,
submit a plan of development for the last half of 1963 or submit an
application for the voluntary termmination of the Mescalerc Unit.

Very truly yours,

R. L. Elston

R1Osbje
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LAwW OFFICES

J. M. HERVEY 1B74-1953 HERVEY, Dow & H|NKLE .

HIRAM M. DOW : 1 . )
CLARENCE E. HINKLE HINKLE BUILDING tug = - i
W E BONDURANT, JR : i
GEORGE H. HUNKER , JR_ RosweLL, NEW MEXICO

HOWARD C.BRATTON TELEPHONE MAIN 2-6510
5.B.CHRISTY IV PosT OFFICE BOx 547

LEWIS C. COX, JR.

PAUL W. EATON, JR. August ).L, 1960

Mr, A. L. Porter, Jr.
Secretary-Director

New Mexico 0il1l Conservation Commission
P. O. Box 871

Santa Fe, New Mexico

Dear Mr. Porter:

Enclosed please find in triplicate Application of
Drilling and Exploration Company, Inc. for approval of
Mescalero Unit Area, Lea County, New Mexico, Please
schedule this for the first Examiner hearing available,

I believe that there is probably one the latter part of
August, and we would very much like to get on that docket.

With best regards.

Very truly yours,
HERVEY, DOW & HINKLE

L A,

HCB:db
Enclosures



March 8, 1962

El- Paso Natural Gas Company
El Paso, Texas

Re: Plan of Development
for 1962, Mescalero
Unic, Lea County,
New Mexico

Attention: Mr., Sam Smith
Gentlemen:

The Commissioner of Public Lands has approved
your Plan of Development for Mescalero Unit Area
for the period January 1, 1962 through December 31,
1962.

We are enclosing one approved copy of this Plan,

Very truly yours,

E. S. JOHNNY WALKER
COMMISSIONER OF PUBLIC LANDS

ESW/amx /v
cc: 01l Conservation Commission
Santa Fe, New Mexico

U. S. Geological Survey
Roswell, New Mexico



6[ C@ aso Qqafuraz gas @ompany

61 Qaso, ngxas

February 16, 1962

Mr, J. A, Anderson

Regional 0il & Gas Supervisor
United States Geological Survey
334 Federal Building

P. 0. Box 6721

Roswell, New Mexico

Commissioner of Public Lands
Office of the Commissioner
New Land Office Building
Santa Fe, New Mexico

Re: Plan of Development for Period January
1, 1962, through December 31, 1962,
Mescalero Unit, No. 14-08-0001-6969,
Lea County, New Mexico

Gentlemen:

The Mescalero Unit Agreement was approved by the Acting Director,
Geological Survey on October 14, 1960, effective November 1, 1960, and
designated Drilling and Exploration Company, Inc., as Unit Operator. Upon
commitment of State of New Mexico lands to the Mescalero Unit Agreement,
such Unit Agreement was approved on November 6, 1961, by the Commissioner
of Public Lands, State of New Mexico. By instruments dated June 7, 1961,
Drilling and Exploration Company, Inc. resigned as Unit Operator and El Paso
Natural Gas Company was designated by all parties as Successor Unit Operator.
Such Designation of Successor Unit Operator was approved by the Commissioner
of Public Lands of the State of New Mexico, on November 6, 1961, and by the
Acting Director, Geological Survey, on December 28, 1961. Such Designation of
Successor Operator is effective January 1, 1962,

El Paso Natural Gas Company, as Successor Operator, has heretofore com-
pleted the Mescalero Unit #1 Well as a well capable of producing unitized sub-
stances in paying guantities. Well data is as follows:

Spudded: 11-9-60
Completed: 4-23-61
Total Depth: 14,784"
Plugged Back Total Depth: 13,555"
Perforated Intervals 13,160' to 13,186°

13,201' to 13,212'
Initial Potential: 7,200 MCFPD (Morrow)



Mr. J. A, Anderson
Commissioner of Public Lands

Page 2

An application for approval of the initial participating area for
the Morrow formation was submitted on November 3, 1961, such initial
participating area to include all of Section 7, Township 19 South, Range
34 East, Lea County, New Mexico, to be effective April 23, 1961,

The Mescalero Ridge Unit #1 Well, approximately 2 1/4 miles to the
south, has been successfully completed in the Bone Springs formation at a point
low to the wells proposed below, In view of this, possibilities of further success
in drilling to the Bone Springs formation would appear to be excellent,

No well is projected to the Morrow formation since the Mescalero Unit #1
Well has shown a tendency toward a decline in pressure and it is felt that
additional time should be taken to evaluate its production history prior to
further exploration in the Morrow zone.

Therefore, El Paso Natural Gas Company, as Successor Operator, here-
with submits the following drilling program for the calendar year 1962:

Unit #2 Well: Location: SE/4, Section 17, Township 19 South,
Range 34 East
Proposed Depth: 10,200' to test the Bone Springs
Formation

Unit #3 Well: Location: SW/4, Section 17, Township 19 South,
Range 34 East
Proposed Depth: 10,200' to test the Bone Springs
Formation

In addition to the above wells, El Paso Natural Gas Company, as Unit
Operator, also plans to drill any offset wells required to prevent dralnage
of unitized substances and any other wells deemed necessary or desirable by
the Unit Operator and the working interest owners,



Mr. J. A. Anderson
Comnmissioner eof Public Lands

Page 3

Approval of this Plan of Development for the calendar year 1962 is
respectfully requested.

”

Yours very truly

A,

.~ Sam Smith
ya Manager, Land Department

SS:MB:pp

APPROVED: DATE:

Supervisor, United States Geological
Survey, subject to like approval by
the Commissicner of Public Lands

APPROVED: DATE:

Commissioner of Public Lands, subject
to like approval by the United States
Geological Survey
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April 10, 1962
Mr, John Anderson Commissioner of Public Lands
Regional Supervisor State of New Mexico
United States Geological Survey New Land Office Building
Post Office Box 6721 : ) Santa Fe, New Mexico

Santa Fe, New Mexico

0il Conservation Commission
for the State of New Mexico
Capitol Annex Building
Santa Fe, New Mexico

Re: Mescalero Unit
1962 Plan of Development
Lea County, New Mexico

Gentlemen:

The 1962 Plan of Development for the Mescalero Unit was approved by the regu-
latory bodies on the following dates:

United States Geological Survey March 20, 1962
Commission of Public Lands March 8, 1962

Copies of this letter are being sent to all working interest owners of the
Mescalero Unit,

Very truly yours,

David T. Burleson
Area Coordinator
Land Department

DTB:SHM:bn

cc: Drilling and Exploration Company, Inc, Pan American Petroleum Corporation
Exchange Bank Building P. 0. Box 268

P. 0. Box 35366, Airlawn Station Lubbock, Texas

Dallas 35, Texas Attention: Mr, Neil S. Whitmore
Mr, and Mrs, Carl R. McElvain Mr, T. H. McElvain

Post Office Box 311 220 Snhelby Street

Morris, Illinois Santa Fe, New Mexico



Mr. John Anderson -
Commissioner of Public Lands -
0il Conservation Commission for

the State of New Mexico Page Two April 10, 1962
cc: Mrs, Edith S, McElvain Mrs. Jecquelin M, Withers
224 Ohio Street 8690 Hollyhock Drive
Salem, Illinois Cincinnati 31, Qhio
Continental 0il Company Gulf 0il Corporation
Box 1377 P. 0. Box 1938
Roswell, New Mexico Roswell, New Mexico

Attention: Mr, William A, Mead (3)

Western Natural Gas Company Mrs. Roberta Regan
P, 0. Box 1508 P. 0. Box 172
Houston 1, Texas Midland, Texas

Mr, Ralph C. McElvain, Jr,
1208 Julie Drive
Champaign, Illinois



EL PAsoﬁxAANTOEFﬂQ!ELOCQAs COMPANY

1, a'sqz Texas g
1962 JAN 17 Jﬁfuary 16, 1962 o

Commissioner of Public Lands
Office of the Commissiener
New Land Office Building
Santa Pe, New Nexico

Attention: Unit Divisiemn
Re: Initial Morrow Participating Area,

Mescalerc Unit, Lea County, New
Meoxiee

Gentliemen:

Attached for yeur files is ene cepy of letter dated January
11, 19632, from the Regional Ol and Gas Superviser advising that
the Application fer Appreval of the Initial Nerrew Participating
Area in the NMesecalere Unit was approved by the Acting Pirecter ef
the Geolegical Survey and is effective as ef April 33, 196l1.

Yours very truly,

ORIGINAL SICL T
DAVID T, BURL . Zv

Ravid T. Purlesen
Area Ceerdinator
hand Departnent

DTR: MB: pp
Busonliene 4.0, 5.0
oc: Oil Conservation Commissien



UNITED STATES
/ DEPARTMENT OF THE INTERIOR

GECLOGICAL SURVEY
Drawer 1857
Roswell,xpew;M§¥I;o

N

O memen N
AN ANt B R 2 January 11
— RN T T T
VI s pemsane ,Sé/
Z1 Paso Natural Gas Company %, Y
P. 0. Box 1492 \.;]E,YTP;fKE}/’
£l Paso, Texas Sl e s
Attention: Mr. T. W. Bittick

Gentlemen:

Your application of November 3, 1961, for the initial Morrow
participating area for the Mescalero unit agreement, Lea County,
New Mexico, was approved on December 28, 1961, by the Acting

IN REPLY REFER TO:

, 1962

Director of the Geological Survey, effective as of April 23, 196l.

One approved copy of the application is enclosed.

It is assumed

that you will furnish the State of New Mexico and any other interested

party with appropriate evidence of this approval.

Very truly yours,

JOHN ‘A. ANDERSON

Regioﬂél'Oil’hnd Gas Supervisor



MAIN OFFI0e oce
1962 yan 1o Pl 1:30

January 10, 1962

Commissioner of Publie Lands
Q0ffice of the Commissioner
New Land Office Building
Santa Fe, New Mexico

Dear 8ir:

We attach for your files one copy of a letter dated January
3, 1962, from the United States Geological Survey stating
that the Designatioan of Successor Unit Operator dated June

7, 1961, appointing El Paso Natural Gas Compaay As successor
unit operator for the Mescalero Unit, Lea County, New Mexico,
was approved om December 28, 1961,

Very truly yours,

David T. Burleson
Area Coordinator
Land Department

DYB:MB:dk
Attachment

cc: O0il Comservation Commissiomer



:; IN REPLY REFER TO:

AV
UNITED STATES

DEPARTMENT OF THE INTERIOR
GEOLOGICAL SURVEY
WASHINGTON 25, D. C.

JAN 3 1952

<1 Paso lleturcl Gos Conporny
Post Office Box 1462
El Pzso, Texus

Genulenen:

On Decerber 28, 1851,
o

, L. Beker, Sscuing Director of the Geologicsl
Survey, cpproved the lodcniure waereby you becoie the unit onorolor
under the Mescalero unii cyreerment, Lea Counvy, Lew Mexico, lio. 14-00-

00C1-5959.

Lnclosed ere six coples of the cpproved inderture for your records.

1L
It is retuvesved _whot rov Tuprish “he Stcle of iTew dexico end crny other
interesced princins] is ¢pnrovel is
de€Ted appropricie.
T

Enclosures 6




QTTMATI S N TTirTm S
SuvliaiiDua winid \,_,__ uLT‘JR

Favree o - - -
aiisl . I P ) I aay ©o1
=
s - - - ~-

Ll e Sl L., L L ..are coxporaticn, whose

PUITSUL

cursuant te LDoperimental

ond delggueed o Toe Dirlouonr oot L.

12 P, R. 8724, the Acting

oy of Cciober, 1960,

.2 llzscalero

ated as Unit

has, by Resignation

a— -

of evin o.Ul .3 Tait Coossior, to oo Zifective on the

Tois Sesignation by the

[
o
j

Iz of oonrova

P \{ - - v -
waers desires to decignate

- . T e -
Ic.lowing o -

- L GO N i b SV,
D LRttt Vol wionl . ~2 2 e = [ ] [P : -~ b - Yo -
nl., THIRZDCRE, Lo concidsravicn ¢f the preamisss, Il Paso heredy
i ame s - + 1 1 3 -3 -] 5
covinnats and zssume the cbligaticns oi Unit

and




DESIGNATION OF SUCCESSOR UNIT OPERATOR
MESCALERO UNIT AREA
CCUNTY OF LZA, STATI OF NEW MEXICO

2G. 14—08-0001-6969

THIS AGREZEIZNT, «ztad es of s S day of .CZicangp/
V7
1961, by and between ZiL PASC IATURAL GiS COMPLAY, a Izinwzre corporation, whose
address is Post Cffice Box 1432, E1 Pasc, Tex:cz, Lhuz. o iter referred to as
“El1 Paso”) and ihie owasrs of unitized working intersssic I the lescalero Unit

Area (hereinafter referrcd to zs "Working Interest Ownars"),

WHIZZAS, pursuant to the aﬁthority vested in the Secretary of the
Interior, under the Act approved Februzry 25, 1920, 41 Statutes 437, 30 U.s.C.,
Sections 181 et seq., as amended by the Act of August 8, 1946, 60 Statutes 950,
énd delegated to the Director of the Gioclogical Survey pursuant to Départmental
Order No. 2365 of October &, 1947, 43 C.F.R; Sec. 4.611, 12 F. R. 6784, th; Acting
Director of the United States Geclogical Survey on the 1l4th day of October, 1960,
approved the Unit Agrecmcat for the Developmsnt and Operation of the Mescalero
Unit Area, whersin Driiiiiz & Exploration Combany, Inc. was désignated as Unit
Operator; and

WHIRL:S, said Drilling & E%ploration Company, Izc. has, by Resignation
of even Gate herewith, resigned as said Unit Cpsrator, to be effective on the
first day of the month following the date of approval of this Designation by the
United States Geological Survey; and

WHERZ:S, the undersigned VWorking In.erest Owners desire to designate
EL Pz. 28 the Successor Unit Operator, effective as of the effeétive date of
the resignation of Drilling & Exploration Company,.:Inc.,and ...

WHEREAS, El Paso desires to assume all the rights, duties and obliga;
tions of the Unit Operator of said Unit Area pursuant to the terms of said Unit
Agreement as of the first day of the month following the approval hereof by the
Tritad States Geological Survey;

NCw, THEREFORE, in consideration of the premises, El Paso hereby.
covenants and agrees to fulfili the duties and assume the obligations of Unit

Operator under and pursuant to the terms of the Mescalexro Unit Agreement, and



L)

the undersigned Working Interssi Cwnzers covenznt and agree that, effective upon
the first day'of the month following the date of approval of this Designation
by the Director of the United States Geological Survey,‘El Paso Natural Gas Com-
pany shall be granted the c:clusive right and privilege of exercising any and
all rights and privileges as said Unit Operator pursuant to the terms and con-
ditions o said Unit Agreement, said Unit Agreement being hereby incorporated
herein by reference and made a part hereof as fully and effectively as though
said Unit Agreecment were expressly set forth in this instrument.

IN WITNESS WHEREOF, this instrument is executed by the parties hereto

as of the day and year first set forth hereinabove,

EL PASO NATURAL GAS COJPANY’

sy o7 ’/;/Z
g ”Attorn y-ln-Fact . )5>/

Attest; //—-ﬂ . DRILLING & EXPLORATION COMPANY, INC.
/ / 7 : "rf’:
B&%f/ . T ’,{/‘4‘/75/ By_ - =2 f O //A/“/]/
’ v g A o
~ a0 AL Bekeris, E:., Vige esident
Attest: ‘ESTERN NATURAL CAS CCPANY

(" 7 A, - '
By (P 0 by / /1//’(4/ A (G
ICrFEay bccro;:t/zyry W. X, DAVIS = Vil PRESIDENT
iy ‘
Attest: - / ;E 7'“ y OIL_CO:m.
- oy =
5 B¥7 /s// 9;5/%
Attest: S o PAN AMERICAN PETROLEUM CORPORATION
,l {»J / / ) - . -. . ) 7. ‘v’l
Sl I, . . e et
By i1 H L e . .", { By N
: T T 7 OVEP
R A TR e ATILRE ﬂ-:.;—:nc: / /
| DS fr
Attest: | : CJI_F OIL CO5=
ONE /
By '{ - : ’ ‘ (
et .o s La‘l
Cr:m,'ltr, '
Exp.
Prod.
STATE COF TEXAS

i
: i
COUNTY OF EL PASO §

BEFCRE 18, the undersigned authority, on this day personally

x s o
Tetrvy Mieaos -t
L M A

appaarad s STRL , RI TO me to V2 tha porson whose name
in sutsovabod o the foveogoany ans nt, and Kuown 1o @ to be the Arttorney-

in-¥Yactl forx hL YASO NATURAL GAS “‘k\\, a wxporation, and acknowledged to
me that he executed such 1nst1umcnt {for the purposes and consideration therein
expressed, as the act of said corporation and in the capacity therein stated.

LTy VEN UNDER MY HAND AND SZLL OF OFTICE this ,;76;2 day of
N F v in o , 1961.
Mz Cormission expires: }ég,f ) /f%?
LTS S A as) s -t S LD
e, ' Notary Public

Sera s ‘5'“'"-/, Texas -2 -
3

L7



I N
STATE OF §
i
COUNTY OF ¥

BEFORE ME, a Notary Public_ in and for the Siate and County aforesaid,
on this day personally apncared s /qré .7, i, known to me to be
the person whcce name is subscribed to the fo*c;alng. nstruzent and known to
me to be tiie ... { President of DRILLING & SxXPLORATION CCIIPANY, INC,, a
corporation, and acknowledged to me that as sach gVQ President he executed
said instrument for the purposcs and considerations therein expressed, and as
the act aand deed of said coxporation.

°T,

GIVEN UNDIR MY EAND AND STAL OF OFFICE this_ /. day of

N b~ , 1981.

)
My Commission Expires: \/) \5.,_,,L/ Do e— L f;—————'
A oy : Notary ,/Public in and for
'xﬁ““i ) 17863 Lo <4 . 7 County, State
. (j T Of -\;; ‘r/'f“ o
STATE COF /f_—" ARS i

t ! E\s

COUNTY OF /1aR&S 5

BEZCZ I'Z, a Notary Public in and Zor the State and County aforesaid,

on this day sersonally zappeared W. K. T4V , known to me to be
the person whose name is subscribed to the fo~ecoing instrument and known to

me to be the Vier resident of WISTERN NATURAL GAS CCIPANY, a corporation,
and acknowledged {c me thwt as such .- President he executed said instrument

for the purposss and considerations therein expressed, and as the act and deed
of said corporation.

GIVEN UNDIZR MY HAND AND SEAL OF OFFICE this__ ~ | Sh day of
T nE , 1961.

. ~ , } ‘
My Commission Expires: é)/él~4b V .ffczﬂAA,gA)
CLIVE V. HARRISS Notary Public in and for

Hctary Pubic in end for Harris County, Texas County, State
oy Conimission Expires June 1, 1963 of

Tt

STATE OF A« /4=

AR e

COUNTY OF <7 * v~ ="

BEFCRE ME, a Notary Public in and for the State and County aforesaid,
on this day personally appeared , known to me to bhe
the person whose name is subscribed to the foregoing instrument and known to
me to be the Beomdgr=t of CONTININTAL OIL CCMPANY, a corporation,
and acknowledged to me that as such Brooidens he executed said
instrument for the purposes and considerations therein expressed, and as the -
act and deed of said corporation.

GIVEN UNDER 1Y HAND AND SEAL OF OFFICE this S day of
LSNP , 1961.
p 7 D . - .
< Y Ve f
iy Commission Expires: R N S ~/if.‘ /:¥351J45—7\_,//

Notary Public in and for
I Vs SV COunty, State
of WL S S

Lo/-g3

[




9
STATE OF "~f/:

X Y T

COUNTY OF A remg—

BEFCRE ME, a Notary Pudbiic Ia

otary
on this day rersonally appeared

gnd icr Th2 State and County aforesaid,

, known to me to be

the person whose name is subscriosd
me to be thg~-" ~-7i- —_:cs*dvn of

corporation, aud acknowleugbd to e that as
said instrument for the purposes and conside

the act and deed of said corporaticn

GIVEN UNDER LY HAND AXD sSIA
Lot s , 1961,
R

~ion Expires:

My Cciunic

3

A *o.—(’// !qé\;

4

STATE OF .. . ... . r%

[EARES Pt

COUNTY OF

BEFCRE 1B, a Notary Public
on this day personally appeared

L CF CFriCE this

runent and known to
{ CCRPCRATION, a

- Tresident he executed
ons therein expressed, and as

<
acti

/’5/2fEE:' day of

2

Notzry Public in and for/27;/»44av-¢>
Courty, State of _Z /. .~

in znd for the State and County aforesaid,

, known to me to be

the perscn whose name is subscribed 1o the icregoing instrument and known to
me to be the o 2rzsiient of GJLF OIL CCRPORATION, a corporation,

and acknowledged to me that as such

resident he executed said in-

struzeat for the purposcs and considsrations therein expressed, and as

the act and deed of said corpcration.

~TGIVEN ULZS

i

J
My Commissicn .ixpires:

Y HAND AND SIAL

. 4 . R L ? .161.

v

2 i -

CF OFFICE this 17/ day of

/j> ’//27 f/i::
//'»/uﬂ - g 'v,L,/ﬁ,/’

Notexry Public in and for
Courty, State of ‘

w{ﬂf./ ,g &«éé VTLNA B, CRAFT



STATE OF TEXAS
i KNCW ALL MEN BY THISE PRESENTS
i

COUNTY OF DALLAS

THAT thz undersigned, DRILLING & EXPICRATICY CUPAY, INC., s Dslaware

corporaticn, whose address is Post Cfiica Box 25366 Airl:-n Station, Dillas 35,
Texas, beirg the duly desijnztod, guilifisd and acting Unit Cperater for the

Development and Operation of the llzscilcro Unit Area, Lea County, New Mexico,
has and, by thesé presents, do r3gizn as suck Unit Operator, effective as

of the first day of the wonth following the date of approval of that certain
Designation of Successor Uanit Operator, of ever date herewith, by the Director
of the United States CGeologiczl Survay and hercby requests ghat El Paso Natural
Gas Ceompany, whose address is Post Office Box 1452, E1 Paso, Texas, be approved

as ths Successor Jnit Cperator,

Py

I\

IN WITNZSS WHEREOTF, this resignation is executsd this 7/

day of .., . , 1961.

t
J
DRILiEEE & EXPLSRATION CCIIPANY, INC.

\\ N s -—} / A / /'? £ ‘
Date Voo T /95 y T Lo sl et

;\ ! Vice-President

’7/-/ y / / ///' /

By,/ ’3/ - ﬂ“ éé;97b//




STATE LAND OFHCE In reply rofcrz(ifzg

Unit Divistom
ycub .%, Noww Mowico .

MURRAY £ MOROAN
COMMISSIONER

August 23, 1960

Mr. Moward C. Bratton
Hervey, Dow & Hinkle
P.0. Box 547

Roswell, New Mexico

Re: Mescalero Unit Area
Lea County, Rew Mexice

Dear Mr. Bratton:

Reference is made to your application dated August &, 1960,
submitted in behalf of Drillimg and Exploration Company Imc.,
for appreval of the Mescalero Unit Agreement, Lea County, New
Mexico.

You have advised me that Gulf 0il Corporation, lessee of
State of Wew Mexico lease E-1579 embracing the SWk of Sec. 32,
T. 18 8., R. 34 E,, 160 acres, does not intemd to commit said
State lease to the Mescalero Unit Agreement umtil discevery of
unitized substances in paying quantities is made withia the
unit area. The Culf lease showm as Tract Wo. 16 om Exhibitc "B"
attached to the wnit agreement is the omly State land within
the wnit area.

As there {s no State land now being committed, the Commissionar
of Public Lands of the State of New Mexico does not desire to
‘Spprove the Mescalero O6f to exercise any T
‘grafited to the Commissiomer by the terms thereof.

Very truly yonrc ’

KLLEQ’\BLE c:.fﬁ‘m Lot

MEMNem/1



GOVERNOR

JOHN BURROUGHS
CHAIRM AN

| State of Netw Wexico
® il €onserbation Commission

STATE GEOLOGIST

A. L. PORTER, JR.
SECRETARY DIRECTOR

LAND COMMISSIONER

MURRAY E. MORGAN
MEMBER

P. 0. BOX 871
SANTA FE

August 31, 1900

W, l'!llivliltiil

m Bow & Minkle’ Re: Case No._ 3080
. | Order No BAT@N
Applicant:

Drillisg & Buplevation O,

Dear 8ir:

Enclosed herewith are two copies of the above-referenced
Commission order recently entered in the subject case.

Very truly yours,

“A. L. PORTER, Jr.,
Secretary-Director

ir/

Carbon copy of order also sent to:

Hebbs OCC
Artesia OGC“"“"
Aztec OCC

Other




é[ (@aso maiural gas @ompamy

6] Qaso, g;xas 7
4,0
November 3, 1961 2 Z@

0il Conservation Commission
of the State of New Mexico
Capitol Annex Building
Santa Fe, New Mexico

Gentlemen:

Attached for your files is one copy each of Consent and Ratification of
the Mescalero Unit Agreement and Mescalero Unit Operating Agreement
which have been executed by the following parties:

Carl R, McElvain and wife Tract #14
R. H. McElvain and wife Tract #14
Edith 8. McElvain, a widow Tract #14
Jacquelin M. Withers and husband Tract #14
Ralph C. McElvain, Jr., and wife Tract #14
Roberta Regan, Individually and as Tract #14

Executrix of the Estate of K. M.
Regan, Deceased.
Gulf 0il Corporation Tracts #15 and #16

These instruments are to replace those previously filed on a conditiomnal
basis, but will in no manner vary the area covered by the referred to
Unit Agreement or any of the interests of the various parties thereto.

Additionally attached for your files is one copy each of Resignation of
Unit Operator and Designation of Successor Unit Operator dated June 7,
1961,

All of the instruments referred to herein are being forwarded for the
approval of the Commissioner of Public Lands and the United States Geological
Survey in accordance with the provisions of the Unit Agreement.

Yours very truly,

L'(c{,(,\ c( o Reea é/()‘v“_/
David T. Burleson
Area Coordinator

Land Department

DTB:MB:dk



CONSENT AND RATIFICATION
MESCALERO UNIT AGREEMENT
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO

GULF OIL CORPORATION, the undersigned, having hereto-
fore on August 19, 1960 committed Tract Nos. 2 and 4 shown and
described in Exhibits "A" and "B" hereof, respectively, and
having further agreed to commit Tract Nog. 15 and 16 upon dis-
covery of unitizzd substances 1n paylng quantities wilthin the
Trilt Ar=g degerlibed as the Mescalero Unit Area, does hereby
consent and ratify 211 the terms and provisions of the Mescalero
Unit Agreement insocfsr as they apply to Tract Nos. 2, 4, 15 and
16 and for all purposes commit said tracts to the Unit Agreement.

IN WITNESS WHERECOF, this instrument is executed by the
undersgigned as of the date set forth.

DATE
GULF OIL CORPORATION S
ATTEST: | Proi
Ny N - ‘;/V/ rys Y
\/’/// (.J' /é‘/ww_/') B‘y > ‘_ﬂ L
Asslstant Secretary Attorney-in-PFac

P. 7. Box 1928, Rcoswell, New Mexico

STATE OF NEW MEXICO {

COUNTY OF CHAVES ]

L. The foregoing instrument was acknowledged before me this
/L day of %%# , 1961, by W. A, SHELLSHEAR s
Attorney-in-Fact t Gulf 0il Corporation, a Pennsylvania

corporation, on behalf of said corpora

Notary Public  '

My Commisesion Expires:
My Commission Explres Auguet 15, 1962

WVK:eJi
7-5-61
(27)
APPRCYIE 25D coveIuTep T3
E< PASO A
BY

ttormepsin - Fact

pd Bait &perator



CONSENT AND RATIFICATION
MESCALERO UNIT AGREEMENT
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge receipt of
a copy of the Unit Agreement for the Development and Operation of the Mescalero
Unit Area embracing lands situated in Lea County, New Mexico, which said agree-
ment is dated the 1st day of June, 1960, and acknowledge that they have read the
same and are familiar with the terms and conditions thereof.

The undersigned alsc being the owners of the leasehold, royalty or
other interest in the lands or minerals embraced in said unit area, as indi-
cated on the schedule attached to said Unit Agreement as Exhibit "B", do hereby
commit all of their said interest to the Mescalero Unit Agreement and do hereby
consent thereto and ratify all of the terms and provisions thereof, exactly the
same as 1f the undersigned had executed the original of said Unit Agreement or
a counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned
as of the date set forth in their respective acknowledgments.

/Iyt €.
Carl R, McElvain

(2. & 720, s
Morris, Illinois .
Ruth P. McElvain

STATE OF TLLINOIS g
COUNTY OF GRENDY )

A
The foregoing instrument was acknowledged before me this QY day of

thb&ﬁ » 190\, by _Garl B McEivein & Ruth P MoKlveln,

busband and wife
My Commission Expires: Notary Public

L//[// 73

S5,

STATE OF )
) ss.

COUNTY OF )

The foregoing instrument was acknowledged before me this day of

5> 19 , by R President

of , a corporation, in behalf
of said corporation.
My Commission Expirszs: Notary Public

APPROVED AND CONSENTED-TO‘
EL PASO RAL GAS C049¢"



CONSENT AND RATIFICATION
MESCALERO UNIT AGREEMENT
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge receipt of
a copy of the Unit Agreement for the Development and Operation of the Mescalero
Unit Area embracing lands situated in Lea County, New Mexico, which said agree-
ment is dated the lst day of June, 1960, and acknowledge that they have read the
same and are familiar with the terms and conditions thereof.

The undersigned also being the owners of the leasehold, royalty or
other interest in the lands or minerals embraced in said unit area, as indi-
cated on the schedule attached to s2id Unit Agreement as Exhibit "B", do hereby
commit all of their said interest to the Mescalero Unit Agreement and do hereby
consent thereto and ratify all of the terms and provisions thereof, exactly the
same as if the undersigned had executed the original of said Unit Agreement or
a counterpart thereof.

IN WITNESS WHERECF, this instrument is executed by the undersigned
as of the date set forth in their respective acknowledgments.

Senta Fe, New Mexico mé%m

STATE OF NEW MEXICO g

S8,

COUNTY OF SANTA FE )

The foregoing instrument was acknowledged before me this & day of

&wgq,«.,é , 19, by T, He McElvein and Catherine B, McElwain,

Husbend and wife
My Commission Expires: Notary Public
AP 2 -
STATE OF )
) sS.,

COUNTY OF )

The foregoing instrument was acknowledged before me this day of

, 19, by s President

of , a corporation, in behalf

of said corporation.

My Commission Expires: Notary Public

Attorrey -
Urit Cpercicr



CONSENT AND RATIFICATICN
MESCALERO UNIT AGREEMENT
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge receipt of
a copy of the Unit Agreement for the Development and Operation of the Mescalero
Unit Area embracing lands situated in Lea County, New Mexico, which said agree-
ment is dated the 1lst day of June, 1960, and acknowledge that they have read the
same and are familiar with the terms and conditions thereof.

The undersigned also being the owners of the leasehold, royalty or
other interest in the lands or minerals embraced in said unit area, as indi-
cated on the schedule attached to said Unit Agreement as Exhibit "B", do hereby
commit all of their said interest to the Mescalero Unit Agreement and co hereby
consent thereto and ratify all of the terms and provisions thereof, exactly the
came as i1f the undersigned had executed the original of said Unit Agreement or
a counterpart thereof.

IN WITNESS WHERECF, this instrument is executed by the undersigned
as of the date set forth in their respective acknowledgments.

<

Zi1Lh e Meblvail.

-

palem, filli.d .

STATE OF 1ILLidOls )
58,
COUNTY OF &atidUN )

The foregoing instrument was acknowledged before me thigé day of

% ‘ C196f, by | £iith e ibslvaln, u Lido

My Commission Expires: \5 Notary Publlc U oU—
/}’)447( 22,/ 965

STATE OF )
) SS,

COUNTY OF )

The foregoing instrument was acknowledged before me this day of

, 19 , by s President

of , a corporation, in behalf
of said corporation,
My Commission Expirss Notary Public

APPROVED AND CONSENTED TO

EL PASO NATURAL GAS Cox

Unit Operator



CONSENT AND RATIFICATIOQN
MESCALERO UNIT AGREEMENT
EMBRACING LANDS IN LEA COUNTY, NEW MEXICC

The undersigned (whether one or more) hereby acknowledge receipt of
a copy of the Unit Agreement for the Development and Operation of the Mescalero
Unit Area embracing lands situated in Lea County, New Mexico, which said agree-~
ment is dated the 1lst day of June, 1960, and acknowledge that they have read the
same and are familiar with the terms and conditions thereof.

The undersigned also being the owners of the leasehold, royalty or
other interest in the lands or minerals embraced in said unit area, as indi-
cated on the schedule attached to said Unit Agreement as Exhibit "B", do hereby
commit all of their said interest to the Mescalero Unit Agreement and do hereby
consent thereto and ratify all of the terms and provisions thereof, exactly the
csame as if the undersigned had executed the original of said Unit Agreement or
a counterpart thereof. :

IN WITNESS WHEREOF, this instrument is executed by the undersigned
as of the date set forth in their respective acknowledgments.

e i e Dy A
STATE OF .. . ..

o Rk ) ss.,
COUNTY OF o .\ )

The foregoing instrument was acknowledged before me this . ‘thday of

e , 19 £, by wa Uil s B b wllLI&N L
i wde A b IEEE ¥ .
\_zﬁg/144,L4LJf—'>fﬁ;cL_ ﬁ7’¥4-€§L¢41,,/’
My Commission Expires: Notary "Public

39(;4/464//

STATE OF )
) sS.

COUNTY OF )

The foregoing instrument was acknowledged before me this day of

, 19 s, by s President

of , a _ corporation, in behalf
of said corporation,
My Commission Expires: Notary Public

APPROVED AND CONSENTED T0:

BY

e e P N . . . - NN 2 e P N Coe e A




CONSENT AND RATIFICATION
>CALERO UNIT AGREEMENT
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO

The undersigned {wne:tner cne cr more, hereby acknowledge receipt of
a zcpy of tne Urnit Agreemen~ fcr tne Development and Operation of the Mescalero
n1t Area emrracing lands si-uzzed ir Lea County. New Mexico, which said agree-
men- 15 dated the 13t day of June. 960 and acknowledge that they have read the
same and are familiar with the Zerms and cenditions thereof,

Tne urders:igned a:sc teing the cwners of the leasehold, royalty or
cther 1nterest in tns lands ¢: mirerals smbrated in said unit area, as indi-
caved on tne schedule attathed tc s2.d JFlt Agreement as Exhibit "B'" 6 do hereby
cemmit 2.1 of their said intersst tc the Mescalero Unit Agreement and do hereby
consent theretc and ratify aill ¢f the terms and provisions thereof, exactly the
zame as 1f the undersigred had exenuted the original of said Unit Agreement or
a counterpart therecf.

IN WITNESS WHEREOF *n;a instrument is exe«uted by the undersigned
as cf the date set forth ir r=3 p

Mebazson Drive | Mﬁ%%mﬁ

ain, JI‘.

Madisonville, Kentucky (6(4 ﬂ )(}
. McElvain

sTaTE OF Yoot b

COUNTY OF k\r\i\& o)
H

!
The fcregeing instryument was ackncwieaged before me this 2% day of

HETIFINEN _ 19\ t¥ _Ralph C.

D

//]é-,g_ 7//5‘-\-“

My Commissicn Expirss- Netary Public —. »J

Wv Commission Expires July 31, 1969

STATE OF

COUNTY OF ;
Tre foregeing instrument was scknowledged before me this day of

19 Sy . President

cf LA corporation, in behalf

My Commissren Hxv. = Notary Public

APPROYED AND CONSENTED TO:
EL PASO NATURAL GAS £
By .




CONSENT AND RATIFICATION
MESCALERO UNIT OPERATING AGREEMENT
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknewledge receipt of
a copy of the Unit Operating Agreement for the Mescalero Unit Area embracing
lands situated in Lea County, New Mexico, which said agreement is dated the
1st day of June, 1960, and acknowledge that they have read the same and are
familiar with the terms and conditions thereof.

The undersigned also being the owners of certain oil and gas lease-
hold interests committed to said Unit Agreement, and more particularly de- |
scribed on the schedule attached thereto as Exhibit "B", do hereby consent to
said Unit Operating Agreement and ratify all of the terms and provisions there-
of exactly the same as if the undersigned had executed the original of said
Unit Operating Agreement or a counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned
as of the date set forth in their respective acknowledgments.

STATE OF TEXAS )

) ss.

COUNTY OF MIDLAND )
The foregoing instrument was acknowledged before me this 2Tt day of

7/

Adnlg , 1961, by_mu’u._mmdmnu_mn__

My Commission Expires: 7 Notary

Juns 1, 1963

STATE OF )
) ss.
COUNTY OF )
The foregoing instrument was acknowledged before me this day of
] 19 ’ bY 9 PI'eSiden‘t
of , a corporation, in behalf

of said corporation.

My Commission Expires: Notary Public

APPROVED AND CONSENTED TO:

Unit Operator




CONSENT AND RATIFICATION
MESCALERO UNIT OPERATING AGREEMENT
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknewledge receipt of
a copy of the Unit Operating Agreement for the Mescalero Unit Area embracing
lands situated in Lea County, New Mexico, which said agreement is dated the
1st day of June, 1960, and acknowledge that they have read the same and are
familiar with the terms and conditions thereof.

The undersigned also being the owners of certain oil and gas lease-
hold interests committed to said Unit Agreement, and more particularly de-
scribed on the schedule attached thereto as Exhibit "B", do hereby consent to
said Unit Operating Agreement and ratify all of the terms and provisions there-
of exactly the same as if the undersigned had executed the original of said
Unit Operating Agreement or a counterpart thereof.

N WITNESS WHEREQF, this instrument is executed by the undersigned
as of the date set forth in their respective acknowledgments.

_Methereon Jrive W 7//% 9
nia, r.
Leon en @::h m (ﬁuawp

«ngg; re Meiiveln

STATE OF FL——\EZBK
COUNTY OF \\S&Q«Lka “w

The foregoing instrument was acknowledged before me this _2Y day of

AN L_& , 196\, by _s8lph ve scsdvelne Jr, @i sefgy e Modlvala,
wesbe:d 8at sife
7/<, . ﬁ:
ey >\)\~_—\
My Commission Expires: “' Notary Pubtie—>
STATE OF )
ss.
COUNTY OF )
The foregoing instirument was acknowledged before me this day of
, 19___, by ; President
of , @ corporation, in behalf
of said corporation.
My Commission Expires: Notary Public

APPROVED 4y
EL PASO »

a8 1 :G\BLE—' Br




CONSENT AND RATIFICATION
MESCALERC UNIT OPERATING AGREEMENT
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknewledge receipt of
a copy of the Unit Operating Agreement for the Mescalero Unit Area embracing
lands situated in Lea County, New Mexico, which said agreement is dated the
1lst day of June, 1960, and acknowledge that they have read the same and are
familiar with the terms and conditions thereof.

The undersigned also being the owners of certain oil and gas lease-
hold interests committed to said Unit Agreement, and more particularly de- |
scribed on the schedule attached thereto as Exhibit "B", do hereby consent to
sald Unit Operating Agreement and ratify all of the terms and provisions there-
of exactly the same as if the undersigned had executed the original of said
Unit Operating Agreement or a counterpart thereof.

IN WITNESS WHEREQOF, this instrument is executed by the undersigned
as of the date set forth in their respective acknowledgments.

8 Ho ck AL

Cincinnetd 31, Chio

VWilliam P, Withers, Jr.

STATE OF ygy m-:n)bo
COUNTY OF CHAVES)

The foregoing instrument was acknowledged before me this 22thay of

SSs.

Augu.t , 19_61, by Jacquelln M, Withers and Willlam P.
Withers, Jr., wife and husband

teon? Koo Aoy
My Commission Expires: Notﬁry Public

N

STATE OF )
) ss.

COUNTY OF )

The foregoing instrument was acknowledged before me this day of

’ 19 ’ by ] President
of , 8 corporation, in behalf
of said corporation.
My Commission Expires: Notary Public
APPROYVED AND COMSENTED TO:

EL PASO NALUE]
BY

L GAS CONMPANE”

Attorrey - irsfya
e Bnit Operator



CONSENT AND RATIFICATION
MESCALERO UNIT OPERATING AGREEMENT
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknewledge receipt of
a copy of the Unit Operating Agreement for the Mescalero Unit Area embracing
lands situated in Lea County, New Mexico, which said agreement is dated the
1st day of June, 1960, and acknowledge that they have read the same and are
familiar with the terms and conditions thereof.

The undersigned also being the owners of certain oil and gas lease-
hold interests committed to said Unit Agreement, and more particularly de-
scribed on the schedule attached thereto as Exhibit "B", do hereby consent to
said Unit Operating Agreement and ratify all of the terms and provisions there-
of exactly the same as if the undersigned had executed the original of said
Unit Operating Agreement or a counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned
as of the date set forth in their respective acknowledgments.

\ C -
224 Ohlo Street &mm&mxw

Edith S. McElvain

Selem, Illiuois

STATE OF ILLIM)IS%
SS.
COUNTY OF MARION )

The foregoing instrument was acknowledged before me thisc;zés— day of

) , 196/, by __ Eiith S, McElvein, s widow.
/4

My Commission Expires: % Notary Public '
/mﬂ;L A2, /765

STATE OF )
) ss.
COUNTY OF )
The foregoing instrument was acknowledged before me this day of
, 19__, by , President
of , a corporation, in behalf

of said corporation.

My Commission Expires: Notary Public

APPROVED AND CONSENTED TO:
EL PASO NAJUBAL GAS COMPAEY
BY

Attorrey - % Fact
P Urit Cperator



CONSENT AND RATIFICATION
MESCALERO UNIT OPERATING AGREEMENT
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknewledge receipt of
a copy of the Unit Operating Agreement for the Mescalero Unit Area embracing
lands situated in Lea County, New Mexico, which said agreement is dated the
1lst day of June, 1960, and acknowledge that they have read the same and are
familiar with the terms and conditions thereof.

The undersigned alsc being the owners of certain oil and gas lease-
hold interests committed to said Unit Agreement, and more particularly de-
scribed on the schedule attached thereto as Exhibit "B", do hereby consent to
said Unit Operating Agreement and ratify all of the terms and provisions there-
of exactly the same as if the undersigned had executed the original of said
Unit Operating Agreement or a counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned
as of the date set forth in their respective acknowledgments.

_220 Shelby Street

Tyl MoKl :
_Sente Pe, New Mexico %&/ﬁﬁ%

CGathevine B, MoElvain

STATE OF NEW MEXDCO
) ss.
COUNTY OF SANTA FE
The foregoing instrument was acknowledged before me this ;4% day of

Ot , 196, , by __Ts He McElvein end Catherine B. McElvain,
7
bashend & wife

My Commission Expires: Notary Public
STATE OF )
) ss.
COUNTY OF )
The foregoing instrument was acknowledged before me this day of
, 19 , by , President
of , a corporation, in behalf

of said corporation.

My Commission Expires: Notary Public

BY

\’E/\;G}@}/E - | MltJ;;treﬂyp.srat-ora;t




CONSENT AND RATIFICATION
MESCALERO UNIT OPERATING AGREEMENT
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknewledge receipt of
a copy of the Unit Operating Agreement for the Mescalero Unit Area embracing
lands situated in lea County, New Mexico, which said agreement is dated the
1st day of June, 1960, and acknowledge that they have read the same and are
familiar with the terms and conditions thereof.

The undersigned also being the owners of certain oil and gas lease-
hold interests committed to said Unit Agreement, and more particularly de- .
scribed on the schedule attached thereto as Exhibit "B", do hereby consent to
said Unit Operating Agreement and ratify all of the terms and provisions there-
of exactly the same as if the undersigned had executed the original of said
Unit Operating Agreement or a counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned
as of the date set forth in their respective acknowledgments.

7 : P,
307 west Jeller.ci .treet Q/ﬁ)ﬁ %’“‘V"‘/

vl £ MeZlvai:n

Morris, lildaci. > EEE 5:; .

SUth re adckovelin

STATE OF 4iMnols )
) sS.
COUNTY OF &wixy ) A

a—

The foregoing instrument was acknowledged before me thisr;zkf/day of
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My Commission Expires: Notary Publ%%
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STATE OF )
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The foregoing instrument was acknowledged before me this day of
, 19 ’ by ’ President
of , & corporation, in behalf

of said corporation.

My Commission Expires: Notary Public

APPROVED AMD COMSENTED T0:
EL PASO HATUZRR GAS COMPANY

BY =—— _
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CONSENT AND RATIFICATION
MESCALERO TUNIT OPERATING AGREEMENT
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO

ULF OIL COURFORATION, the undersigned, having hereto-
fore on August 19, 1960 committed Tract Nos. 2 and 4 shown and
described in Exhibits "A" and "B" hereof, respectively, and
having further agreed to commit Tract Nos. 15 and 16 upon dis-
covery of unitized substances 1in paying quantitles within the
Jrit Area described as the Mescalero Unit Area, does hereby
congznt and ratify all the terms and provisions of the Mescalero
Uit Operating Agreement insofar as they apply to Tract Nos. 2,
4, 15 and 16 and for all purposes commit sald tracts to the Unit
Cperating Agreement.

IN WITNESS WHEREQOF, this instrument 1s executed by the
underslgned as of the date set forth.

DATE ¢ JUL 1 2 1961 B Z -
[Bel} i

H
i
!

Comntr.

GULF OIL CORPORATION ?:
704.
ATTEST:
\/;2}/Zéfz A " By </
Assistant Secretary Attorney-in-Fact

P.0O. Box 1938, Roswell, New Mexico

STATE OF NEW MEXICO {
COUNTY OF CHAVES {
The foregoing instrument was acknowledged before me this

2842y of , 1961, by W, A. SHELLSHEAR |,
e

Attorney-in-Fact for Gulf 0il Corporation, a Pennsylvania

corporation, on behalf of said corporatio

Notary Publice

My Commisslon Expires:
My Cemmission Explres August 15, 1962

APPROYED AMD (ONSENTED TO: ,
EL PAZO NAJARAL GAS RATIPANY S -
BY
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November 30, 1960

Mr. A. L. Porter, Jr.
Secretary-Director

New Mexicc 011 Conservation Commission
P. 0. Box 871

Santa Fe, New Mexico

Re: Mescalero Unit Area
Lea County, New Mexico

Dear Mr. Porter:

Forwarded herewith for your files in behalf of Drilling and
Exploration Company, Inc., Unit Operator, is a conformed copy of the
executed unit agreement and a conformed copy of the executed unit
operating agreement for the subject unit area.

The Mescalero Unit Agreement was approved by the Acting Director,
U. S. Geological Survey on October 14, 1960. The agreement has been
designated No. 14-08-0001-6969 and became effective November 1, 1960.

Very truly yours,

<:iggf§§;er Mb;;i?}<2?/£4>£2<1

FM/Tpd
Enclosures

cc: Mr. G. R. Brainard, Jr.
Drilling and Exploration Company, Inc.

cc: Mr. Sam Smith
E1l Paso Natural Gas Company

cc: Mr, Hal S, Dean
El Paso Natural Gas Company

ce: Mr. W, K. Davis
Western Natural Gas Company
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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. secs. 181, et seq., and delegated to the Director of the
Geological Survey pursuant to Departmental Order No. 2365 of October 8,
1947, 43 C. F. R. sec. 4.611, 12 F. R, 6784, I do hereby:

A. Approve the attached agreement for the development and

operation of the Mescalero Unit

Area, State of New Mexico .

B. Certify and determine that the unit plan of development
and operation contemplated in the attached agreement is necessary and
advigable in the public interest for the purpose of more properly con-
serving the natural resources.

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

0CT 1 4 1960
Dated

'Acﬁng~Director, United States Geological Survey

14-08-0001 696 9
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August 23, 1960

Mr, Howard . Rratton
Hervev. NDow & Hinkle
P.0. Rox 547

Roswel!l, New Mexico

Re: Mescalero Ilmit Area
Tea County. New Mexico

Dear Mr, Bratton:

Reference is made to vour application dated August 4, 1960,
submitted in hehalf of Drilling and Fxploration Companv Tnc..
for approval of the Mescalero Unit Agreement, Lea Countv, New
Mexico.

You have advised me that Gulf 0il Corporation, lessee of
State of New Mexico lease F-1579 embracing the SWy of Sec. 32.
T. 18 8., R, 34 7, 160 acres, does not intend to commit said
State lease to the Mescalero Ilnit Agreement until discoverv of
unitized substances in paying quantities is wmade within the
unit area. The Gulf lease shown as Tract No. 16 on Fxhibit '"w"
attached to the unit agreement is the onlv State land within
the unit area.

An there is no State land now being committed, the Commiss{ioner
of Public Lands of the State of New Mexico does not desgire to
aoprove the Mescalero Unit Agreement or to exercise any rights
granted to the Commissioner bv the terms thereof.

Verv trulv vours,
Murrav F, gan
Commi ssioner of Public lLands

MFM /MMR /1



BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING
'CALLED BY THE OIL CONSERVATION
COMMISSION OF NEW MEXIC) FOR
THE PURPOSE OF CONSIDEFING:

CASE No. 2060
Order No. R-1763

APPLICATION OF DRILLING AND EXPLORATION
COMPANY, INC., FOR APPROVAL OF THE
MESCALERO UNIT AGREEMENT, WHICH UNIT WILL
EMBRACE 4989 ACRES, MORE OR LESS, LOCATED
IN TOWNSHIPS 18 AND 19 SOUTH, RANGES 33
AND 34 EAST, NMPM, LEA COUNTY, NEW MEXICO.

CRDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 o’clock a.m. on
August 24, 1960, at Santa Fe, New Mexico, before Daniel S. Nutter,
Examiner duly appointed by the 0il Conservation Commission of New
Mexico, hereinafter referred to as the "Commission, " in accordance
with Rule 1214 of the Commission Rules and Regulations.

NOW, on this_31st day of August, 1960, the Commission,
a quorum being present, having considered the application, the
.evidence adduced, and the recommendations of the Examiner,
Daniel S. Nutter, and being fully advised in the premises,

FINDS:

(1) That due public notice having been given as required by
law, the Commission has jurisdiction of this cause and the subject
matter thereof.

(2) That the proposed unit plan will in principle tend to
promote the conservation of oil and gas and the preyention of
waste.

IT IS THEREFORE ORDERED:

1. That this Order shall be known as the MESCALERO UNIT
AGREEMENT ORDER,

2. (a) That the project herein referred to shall be known
as the Mescalero Unit Agreement and shall hereinafter be referred
to as the "Project.”

(b) That the Plan by which the project shall be operated
shall be embraced in the form of a unit agreement for the develop-~
ment and operation of the Mescalero Unit Area, referred to in the
applicant's petition and filed with said petition, and such plan
shall be known as the Mescalero Unit Agreement Plan,
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CASE No. 2060
Order No. R-1763

3. fThat the Mescalero Unit Agreement Plan shall be, and
hereby is, approved in principle as a proper conservation measurej;
provided, however, that notwithstanding any of the provisions
contained in said unit agreement, this approval shall not be
considered as waiving or relinquishing in any manner any right,
duties or obligations which are now, or may hereafter be, vested
in the 0il Conservation Commission of New Mexico by law relative
to the supervision and control of operations for exploration and
development of any lands committed to said Mescalero Unit Agree-
ment, or relative to the production of oil and gas therefrom.

4. (a) That the unit area shall be:

NEW MEXTICO PRINCIPAL MERIDIAN

TOWNSHIP 18 SOUTH, RANGE 34 EAST
Section 31: §S/2
Section 32: SW/4

TOWNSHIP 19 SOUTH RANGE 33 EAST
Section 1: E/2
Section 12: E/2

TOWNSHIP 19 SOUTH, RANGE 34 EAST
All of Sections 5, 6, 7, 8, 17, and 18

containing 4989 acres, more or less.

(b) The unit area may be enlarged or contracted as
provided in said Plan; provided, however, that administrative
approval for expansion or contraction of the unit area must also
be obtained from the Secretary-Director of the 0il Conservation
Commission. ,

5. That the unit operator shall file with the Commission
an executed original or executed counterpart of the Mescalero
Unit Agreement within 30 days after the effective date thereof.

6. That any party owning rights in the unitized substances
who does not commit such rights to sald unit agreement before the
effective date thereof may thereafter become a party thereto by
subscribing to such agreement or counterpart thereof, or by rati-
fying the same. The unit operator shall file with the Commission
within 30 days an original of any such counterpart or ratification,

7. That this Order shall become effective upon the approval
of said unit agreement by the Director of the United States Geo-
logical Survey and shall terminate. ipso facto upon the termination
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of said unit agreement. The last unit operator shall immediately
notify the Commission in writing of such termination.

DONE at Santa Fe, New Mexico, on the day and year herein-
above designated.

STATE OF NEwW MEXICO
OIL CONSERVATION COMMISSION

JOHN BURROUGHS, Chairman
MURRAY E. MORGAN, Member

A. L. PORTER, uT., Member & Secretary

BEAL

esx/
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UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION
OF THE MESCALERO UNIT AREA
COUNTY OF LEA
STATE OF NEW MEXICO

NO. 1/,-08-0001-6969

THIS AGREEMENT, entered into as of the lst day of June, 1960, by and
between the parties subscribing, ratifying or consenting hereto, and herein
referred to as the '"parties hereto,"

WITNESSETH:

WHEREAS, the parties hereto are the owners of working, royalty or
other 0il and gas interests in the unit area subject to this agreement, and

WHEREAS, the Mineral leasing Act of February 25, 1920, 41 Stat. 437,
as amended, 30 U.S.C. Sec. 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 develop-

ment or operation of any oil or gas pool, field, or like area, or any part there-

of, for the purpose of more properly conserving the natural resources thereof

whenever determined and certified by the Secretary of the Interior to be necessary

or advisable in the public interest; and

WHEREAS, the Commissioner of Public Lands of the State of New Mexico
is authorized by an act of the Legislature (Chapter 88, Laws 1943) to consent
to and approve the development or operation of lands of the State of New Mexico
under this agreement; and

WHEREAS, the 0il Conservation Commission of the State of New Mexico
is authorized by an act of the Legislature (Chapter 72, Laws 1935, as amended
by Chapter 193, Laws of 1937, Chapter 166, Laws of 1941, and Chapter 168, Laws
of 1949) to approve this agreement and the conservation provisions hereof; and

WHEREAS, the parties hereto hold sufficient interests in the Mescalero
Unit Area covering the land hereinafter described 1o give reasbnably effective
control of operations therein; and

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

ditions, and limitations herein set forth; .
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NOW, THEREFORE, in consideration of the premises and the promises herein

contained, the parties hereto commit 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 Mineral Leasing Act of February 25, 1920, as amended, supra, and
all valid pertinent regulations, including operating and unit plan regulations,
heretofore issued thereunder or valid pertinent and reasonable regulations here-
after 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 drilling and producing opera-
tions, not inconsistent with the terms hereof or the laws of New Mexico are hereby
accepted and made a part of this agreement.

2. UNIT AREA,

The area sgpecified on the map attached hereto marked Exhibit "A" is
hereby designated and recognized as constituting the unit area, containing 4,988.55
acres, more or less.

Exhibit "A" shows, in addition to the boundary of the unit area, 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 ex-
tent known to the Unit Operator the acreage, percentage, and kind of ownership of
oil and gas interests in all land in the unit area. However, nothing herein or
in said schedule or map shall be construed as a representation by any party here-
to 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 Oil and Gas Supervisor, herein-
after referred to as "Supervisor," or when requested by the Commissioner of
Public Lands of the State of New Mexico, hereinafter referred to as "Commissioner,"
and not less than six copies of the revised exhibits shall be filed with the
Supervisor and copies thereof shall be filed with the Commissioner and the New
Mexico 0il Conservation Commission, hereinafter referred to 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

Mescalero Unit Agfeement ~ Page 2
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or advisable for the purposes of this agreement, or shall be contracted to ex-

- -

clude lands not within any participating area whenever such expansion or contrac-
tion is necessary or advisable to conform with the purposes of this agreement.
Such expansion or contraction shall be effected in the following manner:
(a) Unit Operator, on its own motion or on demand of the Director of

the Geoiogical Survey, hereinafter referred to as "Director," or on demand of

the Commissioner, after preliminary concurrence of the Director, shall prepare

a notice of proposed expansion or contraction describing the contemplated changes
in the boﬁndaries of the unit area, the reasons therefor, and the prOposed>effec-
tive date thereof, preferably the first day of a‘month subsequent to the date of

notice.

(b) Said notice shall be delivered to the Commission, the Commissioner,

and the Supervisor, and copies thereof mailed to the last known address of each
working interest owner, lessee, and lessor whose interests are affected, advis-
ing that thirty days will be allowed for submission to the Unit Operator of any
objections,

(c) Upon expiration of the 30-day period provided in the preceding
item (b) hereof, Unit Operator shall file with the Commission, the Commissioner,
and the Supervisor evidence of mailing of the notice of expansion or contraction.
and a copy of any objections thereto which have been filed with the Unit Opera-
tor, together with an application in sufficient number, for approval of such
expansion or contraction, and with appropriate joinders.

(d) After due consideration of all pertinent information, the expan-
sion or contraction shall, upon approval by the Commission, the Commissioner, and
the Director, become effective as of the date prescribed in the notice thereof.

(e) All legal subdivisions of unitized lands (i.e., 40 acres by Gov-
ernment survey or its nearest lot or tract equivalent in instances of irregular

surveys, however, unusually large lots or tracts shall be considered in multiples

of 40 acres, or the nearest aliquot equivalent thereof, for the purpose of elimin-

ation under this subsection), no parts of which are entitled to be in a partici-
pating area within five years after the first day of the month following the
effective date of the first initial participating area established under this
unit agreement, shall be eliminated automatically from this agreement, effective

as of the first day thereafter, and such lands shall no longer be a part of the

Mescalero Unit Agreement - Page 3
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gnit area and shall no longer be subject to this agreement, unless at the ex-
piration of said 5-year period diligent drilling operations are in progress on
unitized lands not entitled to participation, in which event all such lands shall
remain subject hereto for so long as such drilling operations are continued dili-
gently, with not more than 90 days' time elapsing between the completion of one
such well and the commencement of the next such well, except that the time allowed
between such wells shall not expire earlier than 30 days after the expiration of
any perlod of time during which drilling operations are prevented by a matter
beyond the reasonable control of Unlt Operator as set forth in the section here=-
of entitled."Unavoidable Delay"; provided that all legal subdivisons of land not
in a participating area and not entitled to become participating under the ap-
plicable provisions of this agreement within 10 years after said first day of
the month followlng the effective date of said first initial participating area
shall be eliminated as above specified. Determination of creditable "Unavoid-
able Delay" time shall be made by Unit Operator and subject to approval of the
Commissioner and the Director. The Unit Operator shall, within 90 days after
the effective date of any elimination hereynder, describe the area so eliminated
to the satisfaction of the Commissioner and the Director and promptly notify all
parties in interest.

If conditions warrant extension of the 10-year period specified in
this subsection 2(e), a single extension of not to exceed 2 years may be accom-
plished by consent of the owners of 90% of the current unitized working interests
and 60% of the current unitized basic royalty interests (exclusive of the basic
royalty interests of the United States), on a total-nonparticipating-acreage
basis, respectively, with approval of the Commissioner and the Director, pro-
vided such extension application is submitted to the Commissioner and the
Director not later than 60 days priof to the expiration of said 10-year period.

Any expansion of the unit area pursuant to this section which embraces
lands theretofore eliminated pursuant to this subsection 2(e) shall not be con-
sidered automatic commitment or recommitment of such lands.

3. UNITIZED LAND AND UNITIZED SUBSTANCES.

All land committed to this agreement shall constitute land referred to
herein as "unitized land" or "land subject to this agreement.”" All oil and gas

in any and all formations of the unitized land are unitized under the terms of

Mescalero Unit Agreement - Page 4
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this agreement and herein are called "unitized substances.”

4. UNIT OPERATOR.

Drilling and Exploration Company, Inc., with offices at Dallas, Texas,
is hereby designated 48 Unit Operator and by signature hereto as Unit Operator
agrees and consents to accept the duties and obligations of Unit Operator for
the discovery, development, and production of unitized substances as herein
provided. Whenever reference is made herein to the Unit Operator, such reference
means the Unit Operator acting in that capacity end not as an owner of interest
in unitized substances, and the term "working interest owner" when used herein
shall include or refer to Unit Operator as the owner of a working interest when
such an interest is owned by it.

5. RESIGNATION OR REMOVAL OF UNIT OPERATOR.

Unit Operator shall have the right to resign at any time prior to the
establishment of a participating area or areas hereunder, but such resignation
shall not become effective so as to release Unit Operator from the duties and
obligations of Unit Operator and terminate Unit Operator's rights as such for
a period of six months after notice of intention to resign has been served by
Unit Operator on all working interest owners and the Commission, the Commissioner,
and the Director, and until all wells then drilled hereunder are pleced in a
satisfactory condition for suspension or abandonment whichever is required by
the Supervisor as to Federal lands and by the Commission as to other lands, un-
less a new Unit Operator shall have been selected and approved and shall have
taken over and assumed the duties and obligations of Unit Operator prior to the
expiration of said periocd.

Unit Operator shall have the right to resign in like manner and sub-
‘ject to like limitations as above provided at any time a participating area
established hereunder is in existence, provided, that such resignation shall
not release Unit Operator from any liability for any default by it hereunder
occurring prior to the effective date of its 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 percent-
age vote of the owners of working interests determined in like manner as herein
provided for the selection of a new Unit Operator. Such removal shall be effec-

tive upon notice thereof to the Commissioner and the Director.

Mescalero Unit Agreement -~ Page 5
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. At any time for any reason whatsoever there is no Unit Operator, 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 thirty days before such resig-~
nation or removal becomes effective appoint a common agent to represent them in
any action to be taken hereunder,.

The resignation or removal of Unit Operator under this agreement shall
not 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 materiasl, equipment and asppurten-

ances needed for the preservation of any wells.

6. SUCCESSOR UNIT OPERATOR,

Whenever the Unit Operator shall tender his or 1ts resignation as Unit
Operator or shall be removed as hereinabove provided, the owners of the working
interests in the participating area or areas according to thelr respective acre-
age Iinterests in such participating area or areas, or until a participafing area
shall have been established, the owners of the working interests according to
their respective acreage interests in all unitized land, shall by majority vote
select & successor Unit Operator; Provided, That, if a majority but not less
than seventy-five percent 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 operator. Such selection shall
not become effective until (a) a Unit Operator so selected shall accept in writ~
ing the duties and responsibilities of Unit Operator, and (b) the selection shall
have been approved by the Commissioner and the Director. If no successor Unit
Operator is selected and qualified as herein provided, the Commissioner and the
Director at their election may declare this unit agreement terminated.

7. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT.
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hereunder shall be paid and apportioned among and borne by the owners 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, separately or collectively. Any agreement or agreements, entered into be-

tween the working interest owners and the Unit Operator as provided in this

section, whether one or more, are herein referred to as the "unit operating agree-

ment.”" Such unit operating asgreement shall also provide the manner in which the
working interest owners shall be entitled to receive their respective proportion-
ate and allocated share of the benefits accruing hereto in conformity with their
underlying operating agreements, leases, or other independent éontracts, 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 interest owners;
however, no such unit operating agreement shall be deemed either to modify eny
of the terms and conditions of this unit agreement or to relieve the Unit Operator
of any right or obligation established under this unit agreement, and in case of
any inconsistency or conflict between th? unit agreement and the unit operating
agreement, this unit agreement shall prevail., Three true coples of any unit
operating agreement executed pursuant to this section should be filed with the
Supervisor prior to approval of this unit egreement by the Director.

thwithstanding any provision contained herein to the contrary, each
working interest owner shall have the right to take such owner's pr0porfionate
ghare of the unitized substances in kind or to personally sell or dispose of the
same, and nothing herein contained shall be construed as givigg or granting to.
the Unit Operator the right to sell or otherwise dispose of the proportionate
share of any working interest owner without specific authorization from fime to
time so to do.

8. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR.

Except as otherwise specifically provided herein, the exclusive right,
privilege, and duty of exercising 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
exerclsed by the Unit Operator as herein provided; Acceptable evidence of title

to sald rights shall be deposited with said Unit Operator, and together with

this agreement, shall constitute and define the rights, privileges, and obligations
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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 agreement 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 herein specified.

9. DRILLING TO DISCOVERY.

Within six months after the effective date hereof, the Unit Operator
shall begin to drill an adequste test well at a location approved by the Super-
visor if on Federal land or the Commission if on State land, unless on such
effective date a well is being drilled conformably with the terms hereof, and
thereafter continue-such drilling diligently until the Devonian formations have
been tested or until at a lesser depth unitized substances shall be discovered
which can be produced in paying quantities (to-wit: quantities sufficient to re-
pay the costs of drilling, and producing operations, with a reasonable profit) or
the Unit Operator shall at any time establish to the satisfaction of the Super-
visor if on Federal land or the Commissioner if on State land that further drill-
ing of said well would be unwarranted or impracticable, provided, however, that
Unit Operator shall not in any event be required to drill said well to a depth in
excess of 15,000 feet. Until discovery of a deposit of unitized substances cap=-
able of being produced in paying quantities, the Unit Operator shall continue
drilling diligently one well at a time, allowing not more than six months between
the completion of one well and the beginning of the next well, until a well cap-
able of producing unitized substances in paying quantities is completed to the
gatigfaction of said Supervisor, 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 Commissioner and the Director may modify the
drilling requirements of this section by granting reasonable extensions of time
when, in their opinion, such action is warranted.

Upon failure to comply with the drilling provisions of this section,

the Commissioner and the Director may, after reasonable notice to the Unit
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Operator, and each working interest owner, lessee, and lessor at their last known

addresses, declare this unit agreement terminated.

10. PLAN OF FURTHER DEVELOPMENT AND OPERATION.

Within six months after completion of a well capable of producing uni-
tized substances in paying quantities, the Unit Operator shall submit for the
approval of the Commissioner and the Supervisor an acceptable plan of development
and operation for the unitized land which, when approved by the Commissioner and
the Supervisor, shall constitute the further drilling and operating obligations
of the Unit Operator under this agreement for the period specified therein. From
time to time before the expiration of ény existing plan, the Unit Operator shall
submit for the approval of the Commissioner and the Supervisor 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 Commissioner and the Supervisor may determine to be necessary for timely devel-
opment 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 aavisable for'proper
congservation of natural resources. Separate plans may be submitted for separate
productive zones, subject to the approval of the Commissioner and the Supervisor.
Saild 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 Commissioner and the Supervisor are authorized
to grant a reasonable extension of the six-month period herein prescribed for
submission of an initial plan of development where such action is justified be-
cause of unusual conditions or circumstances. After completion hereunder of s
well capable of producing any unitized substance in paying quantities, no further
wells, except such as may be necessary to afford protection against operations
not under this agreement or such as may be specifically approved by the Commis-

sloner and the Supervisor, shall be drilled except in accordance with a plan
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of development approved as herein provided.
11, PARTICIPATION AFTER DISCOVERY,

Upon completion of a well capable of producing unitized substances in
paying quantities or as soon thereafter as required by the Commissioner or the
Supervisor, the Unit Operator shall submit for approval by the Commissioner and
the Director 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 Commissioner and the Director to constitute a par-
ticipating area, effective as of the date of completion of the well, or the
effective date of this unit agreement, whichever is later. Said schedule also
shall set forth the percentage of unitized substances to be allocated as herein
provided tb,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 effective. 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 establlished may be combined into one with the consent of the owners of
all working interests in the lands within the participating areas so 1o be combined,
on approval of the Commissioner and the Director. The participating area or
areas so established shall be revised from time to time, subject to like approval,
whenever such actlon 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 rea-

~ sonably proved not to be productive in paying quantities and the percentage of

allocatlion shall also be revised accordingly. 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 1s predicated, provided, however, that a more appropriate
effective date may be used if justified by the Unit Operator and approved by the
Commissioner and the Director. No land shall be excluded from a participating
area on account of depletion of the unitized substances.

It is the intent of this section that a participating area shall
represent the area known or reasonably estimated to be productive in paying quan-

tities; but, regardless of any revision of the participating area, nothing herein

-
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gontained shall bé construed as requiring any retroactive adjustment for pro-
duction obtained prior to the effective date of the revision of the participating
area,

In the absence of agreement at any time between the Unit Operator, the
Commissioner, and the Director as to the proper definition and redefinition of a
participating area, or until a.participating area has, or areas have, been estab-
lished as provided herein, the portion of all payments affected thereby may be
impounded in a manner mutually acceptable to the owners of working interests,
except royalties due the United States an& the State of New Mexico, which shall
be determined by the Supervisor and the Commissioner and the amount thereof de-
poslted as directed by the Supervisor, and the Commissioner, respectively, to be
held as ﬁnearned money until a participeting ares is finslly approved and then
applied as earned or returned in accordance with a determination of the sum due
a8 Federal and State royalty on the basis of such approved participating area.

Whenever it is determined, subject to the approval of the Supervisor
as to wells on Federal land, the Commissioner as to wells on State land, that a
well drilled under this agreement is not capable of production in paying quan-
tities and Inclusion of the land on which it is situated in a participating area
is unwarranted, production from such well, for the purposes of settlement among
all parties other than working interest owners, shall be allocated to the land
on which the well is located so long as such land is not within a partiéipating
area established for the pool or deposit from which such production is obtained.
Settlement for working interest benefits from such & well shall be made as pro-
vided in the unit operating agreement.

12. ALLOCATION OF PRODUCTION,

A1 unitized substances produced from each participating area estab-
lished under this asgreement, 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 repressuring or recycling in
accordance with a plan of development approved by the Commissioner and the Super-
visor, or unavoidably lost, shall be deemed to be produced equally on the acreage
basis from the several tracts of unitized land of the participating area estab-
lished for such production and, for the purpose of determining any benefits

aceruing under this egreement, each such tract of unitized land shall have
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§llocated 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, except that allocation of production hereunder
for purposes other than for settlement of the royalty, overriding royalty and
payments out of production, shall be on the basis prescribed in the unit oper-
ating agreement whether in conformity with the basis of allocation herein set
forth or otherwise. It is hereby agreed that production of unitized substances
from a participating area shall be allocated as provided herein regardless of
whether any wells are drilled on any particular part or tract of said partic-
ipating area. If any gas produced from one participating area 1s used for re-
pressuring or recycling purposes in another partiéipating area, the first gas
withdrawn from such last mentioned participaﬁing area for sale during the life

of this agreement shall be considered to be the 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 production.

13. DEVELOPMENT OR OPERATION OF NON-PARTICIPATING LAND OR FORMATIONS AND

DRILLING OF WELLS NOT MUTUALLY AGREED UPON.

Any party or parties hereto owning or controlling the working interests
or a majority of the working interests in any unitized land having thereon a
regular well location may, with the approval of the Supervisor as to Federal land,
or the Commission as to State land, at such party's sole risk, cost and expense,
drill a well to test any formation for which a participating erea 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, or drill any
well not mutually agreed to by all interested parties, unless within ninety days
of receipt of notice from sald party of his intention to drill the well the Unit
Operator elects and commences to drill such well in like manner 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 included
in a participeting srea, such participating area shall be established or enlarged
as provided in this agreement, and the party or parties paying the cost of drill~-

ing such well shall be reimbursed as provided in the unit operating agreement for
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Phe cost of drilling such well, and the well shall thereafter be operated by Unit
Operator in asccordance 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 participating
area of :the land upon which such well is situated, such well may be operated and .

produced by the party drilling the same subject to the conservation requirements

" of this agreement. The royalties in amount or value of production from any such

well shall be pald as specified in the underlying lease and agreements affected,-

14. ROYALTY SETTLEMENT.

The United States and the State of New Mexico and all royalty owners
who, under exlsting contracts, are entitled to take in kind a share of the sub=
stances now unitized hereunder produced from any tract, shall hereafter be en-
titled to the right to take in kind their shere of the unitized substances al-
located to such tract, and Unit Operator, or in case of the operation of a well
by a working interest owner a&s herein in special cases provided for, such working
interest owner, shall meke deliverles of such royalty share taken in kind in
conformity with the applicable contracts, laws, and regulations. Settlement for
royalty interest not taken in kind shall be made by working interest owners
responsible therefor under existing contracts,.laws, and regulations, on or before
the last .day of each month for unitized substances produced during the preceding
calendar month; provided, however, that nothing herein contained shall operate
to relieve the lessees of any land from their respective lease obligatiops for
the payment of any royalties due under their leases.

If gas obtained from lands not subject to this agreement is introduced
into any participating area of the lands being operated hereunder, for use in

repregsuring, stimulation of production, or increasing ultimate recovery, which

shall be in conformity with a plan first approved by the Commission, the Commig-

sioner, and the Supervisor, 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 eny cause, may be withdrawn from the forma-
tion into which the gas was introduced, royalty free as to dry gas, but not as to
the products extracted therefrom; provided that such withdrawal shall be at such

time as may be provided in the plan of operations or as may otherwise be consented
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to by the Commissioner and the Supervisor, as conforming to good‘petroleum engi=-

- neering practice, and provided further, that such right of withdrawal shall

terminate on the termination of this 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 land

as provided herein at the rates specified in the respective Federal leases, or at

" such lower rate or rates as may be authorized by law or regulation; provided, that

for leases on which the royalty rate depends on the daily average production per

well, said average production shall be detérmined in accordance with the operating

reguletions as though each participating area were a single consolidated lease.
Royalty due on account of State lands shall be computed and ﬁaid on

the besis of all unitized substences allocated to such lands.

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 respective lease obligations for the payment
of any rental or minimum 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 epproval of the Secretary or his duly authorized representative.

Rentals on State of New Mexico lands subject to this agreeﬁent shall
be paid at the rates specified in the respective leases.

With respect to any lease on non-Federal land, if and when committed
to this agreement, contaiﬁing 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 drill-
ing operations, the rentals required thereby shall, mnotwithstanding 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 area.
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16. CONSERVATION.

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. DRAINAGE.

The Unit Operator shall take appropriéte and adequate measures to pre-
vent drainage of unitized substances from unitized land by wells on land not sub-
Jject to this agreement, or with the consent of the Director or the Commissioner,
respectively, pursuant to applicable regulations pay a fair and reasonable
compensatory royalty as determined by the Supervisor with consent of the Com—
missioner.

18. LEASES AND CONTRACTS CONFORMED AND EXTENDED.

The terms, conditions, and provisions of all leases, subleases, and
other contracts relating to exploration, drilling, development, or operation for
oil and 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 Secretary as to Federal leases and the Commissioner as

1o State leases shall and each 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 require-
ments of Federal and State leases committed hereto and the regulations in respect
thereto to conform said requirements to the provisions of this agreement, and,
wilthout limiting the generality of the foregoing, all leases, subleases, and
contracts are particularly modified in accordance with the following:

(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 development
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
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tract of unitized lands will be accepled snd 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.

. (¢) Suspension of drilling or producing operations on all unitized
lands pursuant to direction or consent of the Secretary and the Commissioner,
or their duly authorized representatives, shall be deemed to constitute such
suspension pursuant to such direction or consent as to each and every tract of
unitized land.

(d) Each lease, sublease or contract relating to the exploration,
drilling, development or operation for oil or gas of lands other than those of
the United States and the State of New Mexico, committed to this agreement, if
any, which, by its terms might expire prior to the termination of this agreement,
1s hereby extended beyond any such term so provided therein so that it shall be
continued in full force and e{fect for and during the term of this agreement.

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

(f) Each sublease or contract relating to the operation and develop-
ment of unitized substances from lands of the United States committed té this
agreement, which by its terms would expire prior to the time at which the under-
lying lease, as extended by the immediately preceding paragraph, will expire, is
hereby extended beyond any such term so provided therein so that it shall be con-
tinued in full force and effect for and during the term of the underlying lease
as such term is herein extended.

(g) The segregation of any Federal lease committed to this agreement
1s governed by the following provision in the fourth paragraph of Sec. 17(b) of
the Act of February 25, 1920, as amended by the Act of July 29, 1954, (68 Stat.
583, 585): "Any (Federal) lease hereafter committed to any such (unit) plan em~

bracing lands that are in part within and in part outside of the area covered by
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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 nonunitized portion shall continue in force
end 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 quan-
tities."

(h) Any lease embracing lands of the State of New Mexico having only
a portion of its lands committed hereto shall be segregated as to the portion com-
mitted and as to the portion not committed and the terms of such leases shall
apply separately as to such segregated portions commencing as of the effective
date hereof. Notwlthstanding any of the provisions of this agreement to the
contrery, any lease embracing lands of the State of New Mexico having only a
portion of its lands committed hereto shall continue in full force and effect be-
yond the term provided therein as to all lands embraced in such leese, i1f oil and
gas, or elther of £hem, sre discovered and are capable of being produced in paying
quentities from some part of the lands (either within or without the unit area)
embraced in such lease committed to this agreement at the expiration of the
secondary term of such lease; or if, at the expiration of the secondary term, the
lessee or the Unit Operator is then engaged in bona fide drilling or reworking
operations on some part of the lands embraced therein shall remain in full force
and effect so long as such operations are being diligently prosecuted, and if
they result in the production of o0il or gas, said lease shall continue in full
force and effect as to all of the lands embraced therein, so long thereafter as
oil and gas, or either of them, are being produéed in paying quantities from any
portion of said lands.

19. COVENANTS RUN WITH LAND.

The covenants herein shall be construed to be cavenants running with
the land with respect to the interest of the parties hereto and their successors
in interest until this agreement terminates, and any grant, transfer, or convey-
ance, of interest in land or leases subject hereto shall be and hereby is condi-
tioned upon the assumption of all privileges and obligations hereunder by.the
grantee, transferee, or other successor in interest. No assignment or transfer of

any working interest, royalty, or other interest subject hereto shall be binding
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is furnished with the original, photostatic, or certified copy of the instrument

-

of transfer.

20. EFFECTIVE DATE AND TERM.

This agreement shall become effective upon approval by the Commissioner
and the Director, or their duly authorized representatives, as cf the first day
of the month following approval by the Director and shall terminate five years
from said effective date unless

(a) such date of expiration is extended by the Commissioner and the
Director, 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 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 Commissioner and the Director, or

(c) a valuable discovery of unitized substances has been msde on
unitized land during said initial term or any extension thereof, in which event
the agreement shall remain in effect for such term and so long as unitized sub-
stances can be produced in paying quantities, i.e., in this particular instance
in quantities sufficient to pay for the cost of producing sasme 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 there-
after as the unitized substances so discovered can be produced as aforesaid, or

(d) it is terminated as heretofore provided in this sgreement.

This agreement may be terminated at any time by not less then seventy-
five percent, on an acreage basis, of the owners of working interests signatory
here%o, with the approval of the Commissioner and the Director; notice of any
such spproval to be given by the Unit Operator to all parties hereto.

21. RATE OF PROSPECTING, DEVELOPMENT, AND PRODUCTION.

A1l unit production and the disposal thereof shall be in conformity
with allocations, allotments and quotas made or fixed by any duly authorized
person or regulatory body under any Federal or State statute. The Director is

hereby vested with authority to elter or modify from time to time, in his
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discretion, the rate of prospecting and development and within the limits mede or
fixed by the Commission to alter or modifyy the quantity and rate of production -
under this agreement, such authority being hereby limited to alteration or modi-
fication in the public interest, the purpose thereof and the public interest to
be served thereby to be stated in the order of slteration or modification; pro-
vided, further, that no such alteration or modification shall be effective as to
any land of the State of New Mexico as to the rate of prospecting and development
in the absence of the specific written approval thereof by the Commissioner and
as to any lands of the State of New Mexico subject to this-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
after notice to Unit Operator and opportunity for hearing to be held not less

than fifteen days from notice.

22. CONFLICT OF SUPERVISION,

Neither the Unit Opérator nor the working interest owners nor any of
them shall be subject to any forfeiture, termination or expiration of any rights
hereunder or under any leases or contracts subject hereto, or to any penalty or
liability on account of delay or failure in whole or in part to comply with any
applicable provision thereof to the extent that the said Unit Operator, working
interest owners or any of them are hindered, delayed or prevented from complying
therewith by reason of failure of the Unit Operator to obtain, in the exercise
of due diligence, the concurrence of proper representatives of the United States
and proper representatives of the State of New Mexico in and about any matters or
thing concerning which it is required herein that such concurrence be obtained.
The parties hereto, including the Commission, agree that all powers and authority
vested in the Commission in and by any provisions of this contract are vested in
the Commission and shall be exercised by it pursuant to the provisions of the
laws of the State of New Mexico and subject in any case to appeal or judicial re-
view as may now or hereafter be provided by the laws of the State of New Mexico.

23. APPEARANCES,

Unit Operator shall, after notice to other parties affected, have the

right to appear for or on behalf of any and all interests affected hereby before

the Department of the Interior, the Commissioner and the Commission and to éppeal
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from orders issued under regulations of said Department, the Commissioner or the
Commission, or to apply for relief from any of said regulations or in any pro-
ceedings relative to operationg& before the Department of the Interior, the Com-
missioner or the Commission, or any other legally constituted authority; pro-
vided, however, that any other interested party shall also bave the right at his
own expense to be heard in any such proceeding.

| 24. NOTICES,

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 consent hereof
or to such other address as any such party may have furnished in writing to
party sending the notices, demand or statement.

25. NO WAIVER OF CERTAIN RIGHTS,

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 de-

fense as to the validity or invalidity of any law of the State wherein said uni-

tized 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 DELAY.

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, inability to obtain necessary materials
in open market, or other matters beyond the reasonable control of the Unit
Operator whether similar to matters herein enumerated or not.

27. FAIR EMPLOYMENT,

In connection with the performence of work under this agreement, the

Unit Operator agrees not to discriminate against any employee or applicant for
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employment because of réce,rreligion, color, or national origin. The aforesaid
provision shall include, but not be limited to, the following: employment, up-
grading, demotion, or transfer; recruitment or recruitment advertising, layoff
or termination; rates‘of pay or other forms of compensation; and selectlion for
training, including spprenticeship. The Unit Operator agrees to post hereafter
in conspicuous places, available for employees and applicants for employment,
notices to be provided by the contracting officer setting forth the provisions
of the nondiscrimination clause.

The Unit Operator agrees to insert the foregoing provision in all sub-
contracts hereunder, except subcontracts for standard commercial supplies or raw

materials.

28. 10SS OF TITLE,

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, so that such tract is not
fully committed to this agreement and the operation thereof hereunder becomes im~
practical as a result thereof, such tract shall be automatically regarded as not
commi tted herwto 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 dis-
pute as to title as to any royalty, working interest, or other interests subject
thereto, payment or delivery on account thereof may be withheld without 1iability
for interest until the dispute is finally settled; provided, that as to Federal
land and State land or leases, no payments of funds due the United Stateé or the
State of New Mexico should be withheld, but such funds of the United States shall
be deposited as directed by the Supervisor, and such funds of the State shell be
deposited as directed by the Commissioner, 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 hereunder. |

29. NON-JOINDER AND SUBSEQUENT JOINDER.

If the owner of any substantial 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 iract from this agreement by

written notice to the Director, the Commissioner and the Unit Operator prior to
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the approval of this agreement by the Direcfor. Any oil 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 subscribing or consenting to this agreement, and, if the interest
is a working interest, by the owner of such interest also subseribing to the
unit operating agreement. Joinder to the unit agreement by a working interest
owner, at any time, must be accompanied by appropriate joinder to the unit opera-
ting agreement, if more than one committed working interest owner is involved,
in order for the interest to be regarded as effectively committed to this unit
agreement. After operations are commenced hereunder, the right of a 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 owner 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 non-working interest.
Joinder by any owner of a non-working interest at any time must be accompanied
by appropriste Joinder by the owner of the corresponding working interest in
order for the interest to be regarded as effectively committed hereto. 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 Com-
missioner and the Supervisor of duly executed counterparts of all or any papers
necessary to establish effective commitment of any tract to this agreement unless
objection to such joinder is duly made within sixty days by the Director or the
Commissioner.

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 bind-
ing 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 hed
signed the same document and regerdless of whether or not it is executed by all
other parties owning or claiming an interest in the lands within the above-

described unit ares.
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31. TAXES.

The working interest owners shall render and pay for their account and
the account of the royaltiy owners all valid taxes on or measured by the unitized
substances in and under or that may be produced, gathered and socld from the land
subject to this contract after the effective date of this agreement, or upon the
proceeds or net proceeds derived therefrom., The working interest owners on each
tract shall charge the proper proportion of said taxes to the royalty owners
having interests in said tracts, and 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 secure reimbursement for the taxes so
paid. 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,

32. NO PARTNERSHIP,

It 1s expressly agreed that the relation of the parties hereto is that
of independent contractors and nothing in this agreement contained, expressed or
implied, nor any operations conducted hereunder, shall create or be deemed to have

created a partnership or assoeiation between the parties hereto or any of them.

IN WITNESS WHEREOF, this unit agreement is executed by the undersigned

parties hereto as of the dates set opposite their respective signatures.
UNIT OPERATOR AND WORKING INTEREST OWNER

DRILLING AND EXPLORATION COMPANY, INC.

patg: . AUG 8 1360 By /?%W%

KHQ“- S . Vice President
) e!TTE&Ta,“f\\\.

RY - . y XTI K Y 4

- g L)
. o-? (WA . , ,/ pooeoeed
. . [ ]

i o . L L

i. . %t Secretary \ p

- -
-

LA

L L ;
- ,'ﬁx’ ¢hge” Bank Building
L 7y . o BGX 35366, Airlawn Station

- paitas35, Texas
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OTHER WORKING INTEREST OWNERS

GULF OIL CORPORATION

Date: By.

Attorney-in-Fact
ATTEST: .

_Assistant Secretary
P. O. Box 669
Roswell, New Mexico

R CONTINENTAL OIL COMPANY

\r JERTXI, “- )
: 'af "’"‘ “"f"%ﬂ" l
z ", "tq‘(t ’g ;zail‘ “a Z z Zi‘o By 2
- !;?fy L iZ Attorn act °~¥&‘
1 . S e
2. A%T@ ¥

~ Asgistant Secrd
1710 Fair Building
Fort Worth 2, Texas

PAN AMERICAN PETROLE

v
By, A
/7 Mtogfley-tn-Fact

), CORPORATION

Date: By.

Vice President
ATTEST:

Assgistant Secretary

Date: By.

Vice President
ATTEST:

Asgistant Secretary
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STATE OF TEXAS )
88.
GOUNTY OF DALLAS )

The foregoing instrymént was acknowledged before me this _Q';,L‘_. day of

o Ruggep ., 1960, vy G R Bratvard, Jr. ., _ Viee Po¥sident of
“gg g and tzgploration Comphny, Inc., Delaware corporation, fn behalf of

S
- &"‘ sé:,d ogf.‘pdrhﬁon.

;
Konry 1 /mfcwl?

{ uy Notary Publiec -
.‘°. ,'L
R e o TR
s'rA'm OF TeXA8 ) '

) ss.
COUNTY OFrAmm')

2274
' e foregoing instrument was acknowledged before me this day of
| uguad~ 1960, by _JOHN L. KELLY - ATTORNEY IN EAGY of

UL T
I"\“‘ s “"'

; a __Delawgre corporatibn', in behalf of -

-2 o
g'ch;'- . .'”E
tat N fwi
A B W L

.,V,,}"W Cc'o'fpi‘g.g;lon Expires: " Notary Public

LITI L LA ‘ . .
‘e . % ?‘ W i .
ey F Ea&! 1 1%;

STATE OF TEXAS )

) ss.
COUNTY OF TARRANT )

The foregoing instrumeht was acknowledged before me this 2é A day of

| : Attorney-in-Fact
Ausust _, 1960, by _Fi: J. Nolte :  Prestdent of

Tmhﬁmmmmnm_, 8 _Delaware _ corporation, in behalf of
7/

Da aaid quporation.

. I ’ -
bbe Db flope

',My‘bomﬁsaion Expires: Notary/ Public
' I [‘ . “: . .5.

STATE OF NEW MEXICD

o ) ss.
COUNTY OF CHAVES )

The foregoing instrument was acknowledged before me this . . _.. day of

, 19____, by , , : President of
._Qulf 01l Corporation . , & __Pennsylvania  corporation in behalf of
n

said corporation.

My Commission Expires: Notary Public




CONSENT AND RATIFICATION
MESCALERO UNIT AGREEMENT
EMBRACING LANDS IN LEA. COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge receipt of
a copy of the Unit Agreement for the Development and Operation of the Mescalero
Unit Area embracing lands situated in Lea County, New Mexico, which said agree-
ment is dated the lst day of June, 1960, and acknowledge that they have read the
same and are femiliar with the terms and conditions thereof.

The undersigned also being the owners of the leasehold, royalty or
other interest in the lands or minerals embraced in said unit area, as indi-
cated on the schedule attached to said Unit Agreement as Exhibit "B", do hereby
commit all of their said interest to the Mescalero Unit Agreement and do hereby
consent thereto and ratify all of the terms and provisions thereof, exactly the
same as if the undersigned had executed the original of said Unit Agreement or
a counterpart thereof,

IN WITNESS WHEREOF, this instrument is executed by the undersigned
as of the date set forth in their respective acknowledgments.

4 Charles Crady, III / 20 /{0 AZ)’?MT Z/&ZZ/

Ma
Shell Building - aret Nettles Long Watts

Houston 2, Texas

STATE OF |[DAHO g
COUNTY OFZonnev)

\mth;“um The foregoing *instrument was acknowledged before me thiséhlgfaay of
‘\\"‘ "\c ¥ "/ .4".,
L . ‘

A)

D 7Y , 19.60, by MARGARET NETTLES LONG WATTS, wlfe of

- a k) A ;? . L,
"'<;iHQgOJRQEQN%H3

. ‘ Cioi ‘ .
e Pep IS e T fre Beartey

SS.

§

‘1f;Mw.Cqmm£5315n Expires: Notary Public /
R Y St
-2 6f
STATE OF )
) ss.
COUNTY OF )
The foregoing instrument was acknowledged before me this day of
, 19, by s President
of , & corporation, in behalf

of seid corporation.

My Commission Expires: Notary Publiec




CONSENT AND RATIFICATION
MESCALERO UNIT AGREEMENT
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge receipt of
a copy of the Unit Agreement for the Development and Operation of the Mescalero
Unit Area embracing lands situated in lea County, New Mexico, which said agree-
ment is dated the lst day of June, 1960, and acknowledge that they have read the
sume and are familiar with the terms and conditions thereof.

The undersigned also being the owners of the leasehold, royalty or
other interest in the lands or minerals embraced in said unit area, as indi-
cated on the schedule attached to said Unit Agreement as Exhibit "B", do hereby
commit all of their said interest to the Mescalero.Unit Agreement and do hereby
consent thereto and ratify all of the terms and provisions thereof, exactly the
same as if the undersigned had executed the original of said Unit Agreement or
a counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned
as of the date set forth in their respective acknowledgments.

STATE OF

)

) ss,
COUNTY OF )

The foregoing instrument was acknowledged before me this day of
, 19, by

My Commission Expires: Notary Public
STATE OF ¥RRAS )

) ss.

COUNTY OF manmis )
The foregoing instrument was acknowledged before me this w4 day of

Mugupt  , 1960, by Jehn L, Ceresn, Ir., Trust S0f0cex,  Bmmuikhent
Benk of the Seuthwest Matiened

of Assesintien. Nousten , & __YTegas corporation, in behalf
of ‘s‘a\i\d“';ﬁzx}:oration.

= € 22&;@ &M
W Gamnissi,on ﬁ}xpirea Motary Public

i ; > J/ e s
S re. e o S5



CONSENT AND RATIFICATION
MESCALERO UNIT AGREEMENT
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge receipt of
a copy of the Unit Agreement for the Development and Operation of the Mescalero
Unit Area embracing lands situated in Lea County, New Mexico, which said agree-
ment is dated the 1st day of June, 1960, and acknowledge that they have read the
same and are familiar with the terws and conditions thereof.

The undersigned also being the owners of the leasehold, royalty or
other interest in the lands or minerals embraced in said unit area, as indi-
cated on the schedule attached to said Unit Agreement as Exhibit "B", do hereby

t all of their said interest to the Mescalero Unit Agreement and do hereby
\cmnﬁ,ythereto and ratify all of the terms and provisions thereof, exactly the
v .sdme {as ﬁf ‘the undersigned had executed the original of sald Unit Agreement or

T s counterpart thereof.
* e ,‘, . Y ;
Rl . M N WITNESS WHEREOF, this instrument is executed by the undersigned
Y laf,qfit)fg_ déte set forth in their respective acknowledgments.
)“ ' \\ ~"’
ATTEST ¢ FIRST CITY NATTONAL BANK OF HOUSTON
(SUCCESSOR TO FIRST NATIONAL BANK IN
) _9 HOUSTON) TRUSTEE OF THE ESTATE OF
i T

Assist Cashier

[4 / s R
Vice President
Houston, Texas

STATE OF )
) ss.
COUNTY OF )
The foregoing instrument was acknowledged before me this day of
, 19 , by
My Commission Expires: Notary Publiec
STATE OF TEXAS )
ss.

)
COUNTY OF HARRIS )

The foregoing instrument was acknowledged before me this 28th day of

Juy  , 1960, by ______L, H, Thomas , Vice  President
' national banking association
of First City National Bank of Houston, a/ sxorponebton; in behalf
soclation
of aaim. W
My Commission Expires: Notary Public

in and for Harris County, Texas

VLG RAPP, J?

R \Jf\ ;‘j\ If": ),"),_ ’ Nat.y ?':El'r inand for Hangs County, Texas
ey My Cuttinsnon Exprues June 1, 1964
v vy G
ey :- A} /‘“ '.‘
HMREE v
SN T ‘. -
4 14 -
2 A LA
- . o« *
AR v L
P .f’. - W



CONSENT AND RATIFICATION
MESCALERO UNIT AGREEMENT
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge receipt of
a copy of the Unit Agreement for the Development and Operation of the Mescalero
Unit Area embracing lands situated in Lea County, New Mexico, which said agree-
ment is dated the 1lst day of June, 1960, and acknowledge that they have read the
same and are familiar with ithe-terms amd-conditions THeréot.

The undersigned also being the owners of the leasehold, royalty or
other interest in the lands or minerals embraced in said unit area, as indi-
cated on the schedule attached to said Unit Agreement as Exhibit "B", do hereby
comnit all of their said interest to the Mescalero Unit Agreement and do hereby
consent thereto and ratify all of the terms and provisions thereof, exactly the
same as if the undersigned had executed the original of said Unit Agreement or
a counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned
as of the date set forth in their respective acknowledgments.

Ty . NN

P, 0, Box 1185, Roswell, New Mexico

STATE OF NEW MEX100
) ss.
COUNTY OFCHAVES )

\“.p The foregoing instrument was acknowledged before me this day of
*t "i_f’ember , 1960 , by __Geo. W, Littlefield and Mary Nell Littlefield,
Q5‘\ ey
- g Ty his wife,
v \ e
’ -

o PU L)
Mviébmdission Expires:
I! cmmmn Expires July 7, 1981

STATE OF )
~ ) 88.
COUNTY OF )
The foregoing instrument was acknowledged before me this day of
, 19___, by , President
of , 8 corporation, in behalf

of said corporation.

My Commission Expires: Notary Publie

Ja. 2



CORSENT AND RATIFICATION
MESCALERO UNIT AGREEMENT

EMBRACING LANDS IN LEA COUNTY, NEW MEXICO

GULF OIL CORPORATION, the undersigned, hereby acknowledges receipt of a
copy of the Unit Agreement for the Development and Operation of the Mescalero Unit
Area embracing lands situated in Lea County, New Mexico, which said agreement is
dated the lst day of June, 1960, and acknowledges that it has read the same and is
familiar witi the terms and conditions thereof.

The undersigned also being the owner of certain oil and gas leasehold
interasts embraced in said Unit Area, as indicated on the schedule attached to
said Unit Agreement as Exhibit "B", does hereby consent thereto and ratify all of
the terms and provisions thereof, exactly the same as if the undersigned had
executed the original of salid Unit Agreement or a counterpart thereof.

Notwithstanding anything above to the contrary, however, Gulf 01l

Corporation hereby commits at this time only Tracts No. 2 and 4, and agrees to

commit Tracts No. 19 and 16 upon discovery of unitized substances in paying
quantities within the Unit Area’described as the Mescalero Unit Area.

IN WITNESS WHEREOF, this instrument 1s executed by the undersigned as

of the date set forth.

36 1 0 1960

'. . 04’ [ ‘.0\4
STATE OF NEW ¢o g

COUNTY OF CHAVES )

The foregoing instrument was acknowledged before me this Zf- ay of

19 Co by

GULF OIL CORPORATION

Y

Attorney-in-Fact

, Attorney-in-Fect of

Law

] Comptr%
£ L2

Prod.

Gulf Oil Corporation, a remmnsylvanian corporation, in behalf of sald corporation.

. ».,‘
‘.\‘\F 017--) ""‘
My Commission ExfiLres:
it s.og Expires AdsAR 1, 190
MY5 c&'ﬂ'\l \‘:(\ bl 5';‘," )
- & . o

Ta, 2 4

)/

Notary Pub¥lic

Y



CONSENT AND RATIFICATION
MESCALEROC UNIT AGREEMENT
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge receipt of
a copy of the Unit Agreement for the Development and Operation of the Mescalero
Unit Area embracing lands situated in Lea County, New Mexico, which said agree-
ment is dated the lst day of June, 1960, and acknowledge that they have read the
same and are familiar with the terms and conditions thereof.

The undersigned also being the owners of the leasehold, royalty or
other interest in the lands or minerals embraced in said uni'% area, as indi- |
cated on the schedule attached to said Unit Agreement as Exhibit "B", do hereby
commit all of their said interest to the Mescalero Unit Agreement and do hereby
consent thereto and ratify all of the terms and provisions thereof, exactly the

same as if the undersigned had executed the original of said Unit Agreement or
a counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the under51gned
as of the date set forth in their respective acknowledgments.

Santa Fe, New )axico

STATE OF Bew MexjcO
) ss.
COUNTY OF Santa) Fe

The foregoing instrument was acknowledged before me this 3rd day of

-';;\' £ 54, August , 19 60 by Hoover H. Wright, and Betty Ruth Wright,
ST Vo <

o
:':;I_ ; “.7 . ‘Jl'i-his Wifeo Y
A\\ k‘ : /
M& édhmlsgﬁbn Expires: Noghry Plblic
"'—.,._'."F&' 'g_:;gg’ Ty 18, 1961 Eloy F. Sanchez
STATE OF )
ss.
COUNTY OF )
The foregoing ingtrument was acknowledged before me this day of
, 19 , by ’ President
of , 8 corporation, in behalf

of said corporation.

My Commission Expires: Notary Public

T2



CONSENT AND RATIFICATION
MESCALERO UNIT AGREEMENT
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO

The undersigned (whether one or ma»e) hereby acknowledge receipt of
a copy of the Unit Agreement for the Developme:i and Operation of the Mescalero
Unit Area embracing lands situated in Lea County, New Mexico, which said agree-
ment is dated the 1lst day of June, 1960, and acknowledge that they have read the
.same and are familiar with the terms and conditions thereof.

The undersigned also being the owners of the leasehold, royalty or
other interest in the lands or minerals embraced in said unit area, as indi-
cated on the schedule attached to said Unit Agreement as Exhibit "B", do hereby
commit all of their said interest to the Mescalero Unit Agreement and do hereby
consent thereto and ratify all of the terms and provisions thereof, exactly the
same as if the undersigned had executed the original of said Unit Agreement or
a counterpart thereof.

IN WITNESS WHEREQF, this instrument is executed by the undersigned
as of the date set forth in their respective acknowledguments.

Snta Fe, Nex Eexlco Ygfi?;gﬁif:izfﬁégiiﬁaﬂk/<gi;/
/ .

STATE OF NEW mxx?o
Ss.
COUNTY OF SANTA FB

KugisT , 1960, by ____ CHAFLES B. GONSALES and
BETIY ‘GONSALES, wife

i

Notary Fublic

STATE OF )
) 8s.
COUNTY OF )
The foregoing instrument was acknowledged before me this day of
, 19___, by ’ President
of , 8 corporation, in behalf

of said corporation.

My Commission Expires: Notary Public

T 7 859 2



CONSENT AND RATIFICATION
MESCALERO UNIT AGRFEMENT
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge receipt of
a8 copy of the Unit Agreement for the Development and Operation of the Mescalero
Unit Area embracing lends situated in Lea County, New Mexico, which said agree-
ment is dated the 1lst day of June, 1960, and acknowledge that they have read the
same and are familiar with the terms and conditions thereof.

The undersigned also being the owners of the leasehold, royalty or
other interest in the lands or minerals embraced in said unit area, as indi-
cated on the schedule attached to said Unit Agreement as Exhibit "B", do hereby
commit all of their said interest to the Mescalero Unit Agreement and do hereby
consent thereto and ratify all of the terms and provisions thereof, exactly the
same as if the undersigned had executed the original of said Unit Agreement or
a counterpart thereof.

IN WITNESS WHEREQF, this instrument is executed by the undersigned
as of the date set forth in their respective acknowledguments.

10755 Rochester Avenue

Los Angeles 24, Califormia

STATE OF )
) ss,
COUNTY OF L.~ ) '

The foregoiyg instrument was acknowledged before me thisﬁirp’ day of

— QDT |, 9l by

. AL T I
e

My Commission Expires:
T ouia : Lo
1354 e, Y e, D

o

STATE OF )
) 8.
COUNTY OF )
The foregoing instrument was acknowledged before me this __ day of
of ., 8 corporation, in behalf

of said corporation.

My Coumission Expires: Notary Publié

70799 /2



CONSENT AND RATIFICATION
MESCALERO UNIT AGREEMENT
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO

The undersigned (whether one or m>re) hereby acknowledge receipt of
a copy of the Unit Agreement for the Development and Operation of the Mescalero
Unit Area embracing lands situated in Lea County, New Mexico, which said agree-
ment is dated the 1st day of June, 1960, and acknowledge that they have read the
same and are familiar with the terms and conditions thereof.

The undersigned also being the owners of the leasehold, royalty or
other interest in the lends or minerals embraced in said unit area, as indi-
cated on the schedule attached to said Unit Agreement as Exhibit "B", do hereby
commit all of their said interest to the Mescalero Unit Agreement and do hereby
consent thereto and ratify all of tie terms and provisions thereof, exactly the
same as if the undersigned had executed the original of said Unit Agreement or
a counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned
ag of the date get forth in their respective acknowledgments.

AFA0 Fi MIHIN
SRRAMINETON, N 77

Mﬁ_&ﬂé&_

STATE OF /V: /7. )
COUNTY OF SAW Za)nu

The foregoing instrument was acknowledged before me this /7 day of

.......

w‘ %‘ 74 1980, by LEROY Lwisiisy 20 FRANCES
%52? ~4£22£££14£6/ 2 ﬁdh/hf

T .
J; P t" _&,}%Q'W\a- % C‘smmru.m
.ﬁyuComm1§31on Expires: Notary Public
J”‘;.ég“éqﬁz,fh 1969
STATE OF )
s8.
COUNTY OF )
The foregoing instrument wes acknowledged before me this dsy of
, 19___, by ’ President
of , 8 corporation, in behalf

of said corporation.

My Commission Expires: Notary Public

T 7.4 )2
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M I B :;iﬂé*foregoing instrument was acknowledged before me this _264 day of
P k1o

= L Augualc; *- , 19_60 by
& Ayguelde,; —

. oafé%éﬂnffbuul B, En

¢
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CONSENT AND RATIFICATION
MESCALERO UNIT AGREEMENT
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO

The undersigned (whether one or m:re) hereby acknowledge receipt of
a copy of the Unit Agreement for the Development and Operation of the Mescalero
Unit Area embracing lands situated in Lea County, New Mexico, which said agree-
ment is dated the 1lst day of June, 1960, and acknowledge that they have read the
same and are familiar with the terms and conditions thereof.

The undersigned also being the owners of the leasehold, royalty or
other interest in the lands or minerals embraced in said unit area, as indi-
cated on the schedule Attached to said Unit Agreement as Exhibit "B", do hereby
commit ali of their said interest to the Mescalero Unit Agreemsnt and do hereby
consent thereto and ratify all of the terms and provisions thereof, exactly the
same as 1f the undersigned had executed the original of said Unit Agreement or
a counterpart thereof.

IN WITNESS WHEREQOF, this instrument is executed by the undersigned
as of the date set forth'in their respective acknowledgments.

1429 Columbia NE ) .

Albuquerque, New Mexico

STATE OF Meu Mex,)
._.\«.\u-ﬁ..'. ss'

coinity Otasenel1lle

Evelyn Ann English, admin, of the

lish

LY

¥V

My Commission Expires:
Oct, 29, 1962

—_—
STATE OF ) ‘\)
) ss.

COUNTY OF )

The foregoing instrument was acknowledged before me this day of

, 19 , by y President

of , 8 corporation, in behalf
of said corporation.
My Commission Expires: Notary Public




CONSENT AND RATIFICATION
MESCALERO UNIT AGREEMENT
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge receipt of
a copy of the Unit Agreement for the Development and Operation of the Mescalero
Unit Area embracing lands situated in Lea County, New Mexico, which said agree-
ment is dated the 1st day of June, 1960, and acknowledge that they have read the
same and are familiar with the terms and conditions thereof.

The undersigned also being the owners of the leasehold, royalty or
other interest in the lands or minerals embraced in said unit area, as indi-
cated on the schedule attached to said Unit Agreement as Exhibit "B", do hereby
commit all of their said interest to the Mescalero Unit Agreement and do hereby
consent thereto and ratify all of the terms and provisions thereof, exactly the
same as if the undersigned had executed the original of said Unit Agreement or
a counterpart thereof.

IN WITNESS WHEREQOF, this instrument is executed by the undersigned
as of the date set forth in their respective acknowledgments.
TEST: N Albuwquerque Ratiomal Bamnk, Testamentary

Trustee Qf F, A, Andrews, deceasad
B _,é_J—MI-——
e Trul§§0ffic¢£

Albuquerque, New Mexico

)
) ‘ss.
COUNTY OF )
The foregoing instrument was acknowledged before me this day of
y, 19___, by
"My Commission Expires: Notary Public
STATE OF New Mexigo
SBI

)
COUNTY OF Bermalillo

The foregoing instrument was acknowledged before me this _9th day of

August , 1960, by Ralph E. Becker , Trust Officempagmoesas
of Albuquerque National Bank , @ corporation, in behalf
of said corporation. ///};/ r;;:>

Nt e n_ //‘/‘/él—/
My Commission Expires: otary Public
March 18, 1963 /97
SR S SE—
e o ..
¢ - . : . ‘:;
." - . \\‘.: '.-:: ©
(; <H P :2,.':'- .
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CCNSENT AN:* RATIFICATION
MESCALERO 'NIT AGREEMENT
EMBRACING LANDS IM LEA COUNTY, NEW MEXICO

The undersigned (whether one or m-re) hereby acknowledge receipt of
a copy of"~thne Unit Agreement for the Developre:t and Operation of the Mescalero
Unit, Area embracing lands situated in Lea County, New Mexico, which said agree-
ment is dated the 1st day of June, 1960, and acknowledge that they have read the
same and are familiar with the ierms and conditions thereof.

The undersigned also being the owners of the leasehold, royalty or
other interest in the lands or minerals embraced in said unit area, as indi-
cated on the schedule attached to said Unit Agreement as Exhibit "B", do hereby
commit all of their said interest to the Mescalero Unit Agreement and do hereby
consent thereto and ratify all of the terms and provisions thereof, exactly the
same as if the undersigned had executed the original of said Unit Agreement or
a counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned
ags of the date set forth in their respective acknowledgments.

| T’J;Es-r'm ¢ HIGGINS TRUST, INC.
S /22
| Seemetarir v, O "
A : Carper/Building
L T .tﬁ R Artesia, New Mexico
T

STATE OF New Mexico

COUNTY OF Eddy )

8s.

The foregoing instrument was acknowledged before me this gth day of

September , 1960, by

My Commission Expires: Notary Fublic

STATE OF New Mexico

COUNTY OF Eddy )

88.

The foregoing instrument was acknowledged before me this 8th day of

September 19 60 1, Neil B. Watson, . _Vice-  president
of Mins Trust, Inc., , aNew Mexico  corporation, in behalf
AN
Qed"laid éorporation.
':,/ \OT f’l‘ .A éa
F ion Expires. Notary Public

"’ Oc to 8 1962

P OUT

\,
N
K

T 759 /274



CONSENT AND RATIFICATION
MESCALERO UNIT AGREEMENT
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO

The undersigned (whether ore or more) hereby acknowledge receipt of
a copy of the Unit Agreement for the Development and Operation of the Mescalero
Unit Area embracing lands 'situated in Lea County, New Mexico, which said agree-
ment is dated the lst day of June, 1960, and acknowledge that they have read the
same and are familiar with the terms and conditions thereof.

The undersigned also being the owners of the leasehold, royalty or
other interest in the lands or minerals embraced in said unit area, as indi~
cated on the schedule attached to said Unit Agreement as Exhibit "B", do hereby
commit all of their said interest to the Mescalero Unit Agreement and do hereby
consent thereto and ratify all of the terms and provisions thereof, exactly the
same as if the undersigned had executed the original of said Unit Agreement or
a counterpart thereof,

~~~~~ IN WITNESS WHEREQOF, this instrument is executed by the undersigned
as nf tﬂe date set forth in their respective acknowledgments.
’ \‘ K .. N ‘.. "}\,r"'
"1unst PR SABINE ROYALTY CORPORATION
oo ) G
3- . Ey %;:
o, )‘; y 11; I e 2R

Hékan JBLnibﬂf Secretary E. C, McCarty, Presiden
1210 Mercantile Bank Build

Dallas 1, Texas

STATE OF TEXAS )
) ss.
COUNTY OF )
The foregoing instrument was acknowledged before me this day of

, 19 , by

My Commission Expires: Notary Public

STATE OF TEXAS )
) 8s.

COUNTY OF DALLAS)
The foregoing instrument was acknowledged before me this _8th day of

September , 19_60 by E. G, McCarty , President
of _SABINE ROYALTY CORPORATION _ , & __ Texas corporation, in behalf

of said corporation.

ry Public
Dallas County, Texas

My Commlssion Expires:

'l

L
i, gL,
: sMaty. Alyse Hpath
227 e
g
"/' .

T 78 9 12 14/8



CONSENT AND RATIFICATION
MESCALERO UNIT AGREEMENT
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge receipt of
& copy of the Unit Agreement for the Development and Operation of the Mescalero
Unit Aremembracing lands situsted in Lea County, New Mexico, which said agree-
ment is dated the lst day of June, 1960, and acknowledge that they have read the
same and are femiliar with the terms and conditions thereof.

The undersigned also being the owners of the leasehold, royalty or
other interest in the lands or minerals embraced in said unit area, as indi-
cated on the schedule attached to said Unit Agreement as Exhibit "B", do hereby
commit all of their said interest to the Mescalero Unit Agreement and do hereby
consent thereto and ratify all of the terms and provisions thereof, exactly the
same 88 if the undersigned had executed the original of said Unit Agreement or
a counterpart thereof.

IN WITNESS WHEREQF, this instrument is executed by the undersigned
ag of the date set forth in their respective acknowledgments.

P. 0. Box 968

Hobbs, New Mexico : %X ,/%MIZ_/—

STATE OF N. M, )
) 88.
COUNTY OF Lea )

;:“uuThe foregoing instrument was acknowledged before me this lst day of

. .\0“ " A 9". ",'-’,.'
& ___Septenbey , 19_6Q by Roy G. Barton and wife, QOpal Barton
’,,' . : \\ i " I3 ;:/ o «",“..:-.
SR L .
' "I[!rL.r. .',.; v /g /
g - Commisgidn ires: : Notary Publ
",W‘r ”n\n*tgﬁio Exp 4
l‘ c Lo -‘ s E N n i i“
STATE OF )
) ss.
COUNTY OF )
The foregoing instrument was acknowledged before me this day of
y 19___, by , - President
of _, 8 corporation, in behalf

of said corporation.

My Commission Exp:i.cs. Notary Public



CONSENT AND RATIFICATION
MESCALERO UNIT AGREEMENT
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge receipt of
a copy of the Unit Agreement for the Development and Operation of thé Mescalero
Unit Area embracing lands situated in Lea County, New Mexico, which said agree-
ment is dated the lst day of June, 1960, and acknowledge that they have read the
same and are familiar with the terms and conditions thereof.

The undersigned also being the owners of the leasehold, royalty or
other interest in the lands or minerals embraced in said unit area, as indi-
cated on the schedule attached to said Unit Agreement as Exhibit “B", do hereby
commit all of their said interest to the Mescalero Unit Agreement and do hereby
consent thereto and ratify all of the terms and provisions thereof, exactly the
same 88 if the undersigned had executed the original of said Unit Agreement or
a counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned
as of the date set forth in their respective acknowledgments.

P. 0. Box 968

Hobbs, New Mexico

STATE OF N, M. ;

‘ 8s.
COUNTY.QF Lea )
;.""\‘\\ h 8,7, .
St “+Ihe foregoing instrument was acknowledged before me this 1t gay of
% : \Be ‘tember ‘) , 19_60, by Roy G, Barton, Jr., a single person
R T
s I (S ] f .."j- ',':
* e, e ,'
T, R
'J:", ;':;..“I" '\“ v
My Commission Expires: Notary Publi
My Comumission Expires Dec. 8, 1969
STATE OF )
) ss.
COUNTY OF )
The foregoing instrument was acknowledged before me this day of
, 19__, by > President
of , & corporation, in behalf

of said corporation.

My Commission Expires: » Notary Public




CONSENT AND RATIFICATION
MESCALERO UNIT AGREEMENT
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge receipt of
a copy of the Unit Agreement for the Development and Opersastion of the Mescalero
Unit Area embracing lands situated in Lea County, New Mexico, which said agree-
ment is dated the 1lst day of June, 1960, and acknowledge that they have read the
same and are familiar with the terms and conditions thereof.

The undersigned also being the owners of the leasehold, royalty or
other interest in the lands or minerals embraced in said unit asrea, as indi-
cated on the schedule attached to said Unit Agreement as Exhibit "B", do hereby
commit all of their said interest to the Mescalero Unit Agreement and do hereby
consent thereto and ratify all of the terms and provisions thereof, exactly the

same as if the undersigned had executed the original of said Unit Agreement or
a counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned
as of the date set forth in their respective acknowledgments.

‘\.\‘ 'l"'ml.q‘

e mce,
ST AR e

?zaé?E‘L‘%;#z-us
.'Ihd. foregoing in8trument was acknowl:ed}gegye ge 2 day of’
| , 1945;? by

@/77/@/1@

My ssion Expires: Notary Public
99 —lo

\“

STATE OF )
) ss.
COUNTY OF )
The foregoing instrument was acknowledged befqQre me this day of
, 19___, by , President
of y & corporation, in behalf

of said corporation.

My Commission Expires: Notary Public

7o 7 T 90
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CCNSENT AN.: RATIFICATION
MESCALERO "~ NIT AGRFEMENT
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO

Yhe undersigned (whether one or w- ) hereby acknowledge receipt of
a copy of thne Unit Agreement for the Developie - and Operation of the Mescalero
Unit, Area embracing lands situated in Lea County, New Mexico, which said agree-
ment is dated the 1st day of June, 1960, and acknowledge that they have read the
same and are familiar with the terms and conditions thereof.

The undersigned also being the owners of the leasehold, royalty or
other interest in the lands or minerals embraced in said unit area, as indi-
cated on the schedule sttached to said Unit Agreement as Exhibit "B", do hereby
commit ali of their said interest to the Mescalero Unit Agreement and do hereby
consent thereto and ratify all of the terms and provisions thereof, exactly the
same as if the undersigned had executed the original of said Unit Agreement or
a counterpart thereof.

IN WITNESS WHEREQF, this instrument is executed by the undersigned
as of the date set forth in their respective acknowledgments.

P. 0, Box 1685 (:Efsz:‘L(J::;SZ’JZ\ éfz? (EEB Cb-équzg

Big Spring, Texas

STATE OF New bei%o

ss.
COUNTY. OF Chaves )
...' \ L \...
v --7?h§aforegoing instrument was acknowledged before me this __lgtday of
N A N AN
X &r. % , 1960, by _George E, Bobb, dealing his sole sl
A - 5
.’..‘:‘ ’_v“q.;.:"‘ .?."v il Myﬁw
My *‘Sowmisesion Expires: Notary Fubliec
STATE OF )
) 8s.
COUNTY OF )
The foregoing instirument was acknowledged before me this day of
, 19___, by ) President
of , & corporation, in behalf
of said corporation.
My Commission Expires: Notary Public

T 7859 /2



CONSENT AND RATIFICATION
MESCALERO UNIT AGREEMENT
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO

The- undersigned-{whether-one or-more) -hereby acknowledge receipt of
a copy of the Unit Agreement for the Development and Operation of the Mescalero
Unit Area embracing lands situated in Lea County, New Mexico, which said agree-
went is dated the lst day of June, 1960, and acknowledge that they have read the
same and are familiar with the terms and conditions thereof.

The undersigned also being the owners of the leasehold, royalty or
other interest in the lands or minerals embraced in said unit area, as indi-
cated on the schedule attached to said Unit Agreement as Exhibit "B", do hereby
commit all of their said interest to the Mescalero Unit Agreement and do hereby
consent thereto and ratify all of the terms and provisions thereof, exactly the
same as if the undersigned had executed the original of said Unit Agreement or

a counterpart thereof.

IN WITNESS WHEREQF, this instrument is executed by the undersigned
ag of the date set forth in their respective acknowledgments.

P O Box 1685 Tosta Bece Snuntne Bott

Big Spring, Texas

STATE Oﬂmﬂw.,-.'..og
. 8
conTy 0FLecf)

aaneg
aee .
1.,

. “'V‘Iy? fqreg01ng instrument was acknowledged before me thiueﬂé gay of

‘.‘-‘. - 0 ' (-\>
MXT s 106, vy Yrne 200 Yo b " RS0

il tod
ief Ty ) A et .se tate.
2L N 2
My meIFaidﬂ\lipires. Notary Public
MY COMMISWN‘EXPIRES APRIL 11, 1942
STATE OF )
) 8s.
COUNTY OF )
The foregoing instrument was acknowledged before me this day of
, 19 , by. ; President
of , @ corporation, in behalf
of said corporation.
My Coumission Expires: Notary Public




CONSENT AND RATIFICATION
MESCALERO UNIT AGREEMENT
EMBRACING LANDS IN LFA COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge receipt of
a8 copy of the Unit Agreement for the Development and Operation of the Mescalero
Unit Area embracing lands situated in Lea County, New Mexico, which said agree-
ment is dated the lst day of June, 1960, and acknowledge that they have read the
same and are familiar with the terms and conditions thereof.

The undersigned also being the owners of the leasehold, royalty or
other interest in the lands or minerals embraced in said unit area, as indi-
cated on the schedule attached to said Unit Agreement as Exhibit "B", do hereby
commit all of their said interest to the Mescalero Unit Agreement and do hereby
consent thereto and ratify all of the terms and provisions thereof, exactly the
same 8s if the undersigned had executed the original of said Unit Agreement or
a counterpart thereof.

IN WITNESS WHEREQF, this instrument is executed by the undersigned
as of the date set forth in their respective acknowledgments.

2801 East Colfax Avenue

Denver 6, Colorado % Aﬂﬂ

/J Le jzor Bryks

5

Elisgbeth B¥yks

R

- ) 8s.
COUNTY OF Aecrc.)
¥ 4‘ ‘,{ ?

The foregoing instrument was acknowledged before me thin&y s“f
1942, by Le jzor Bryks and Elisabetlpﬂrnkh'l, ”Q

husband and wife.,

My Commission Expires: Notary Pul'alic"_,.“ ~
My Commission expires October 23, 1961 :

STATE OF )
) 88.
" COUNTY OF )
The foregoing instrument was acknowledged before me this day of
>y 19, by , President
of ' ; & corporation, in behalf

of said corporation.

My Commission Expires: Notery Public

.
\\

[}

78 9 L2



CONSENT AND RATIFICATION
MESCALERO UNIT AGREEMENT
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge receipt of
a copy of the Unit Agreement for the Development and Operation of’the Mescalero
Unit Area embracing lands situated in Lea County, New Mexico, which said agree-
ment is dated the lst day of June, 1960, and acknowledge that they have read the
same and are familiar with the terms and conditions thereof.

The undersigned also being the owners of the leasehold, royalty or
other interest in tne lands or minerals embraced in said unit area, as indi-
cated on the schedule attached to said Unit Agreement as Exhibit "B", do hereby
comnit all of their said interest to the Mescalero Unit Agreement and do hereby
consent thereto and ratify all of the terms and provisions thereof, exactly the
same a8 if the undersigned had executed the original of said Unit Agreement or

a counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned
ag of the date set forth in their respective acknowledguments.

P..0. Box 368 % Yoo Y3 ca Qt&

Artesia, New Mexico

88,

STATE OF Hew i:m%ﬁn

COUNTY OF Rgdy )
The foregoing instrument was acknowledged before me this ggﬂL day of

Lo dnonot L 1960, vy

‘.,
oy
7
}
L
My
P r)\‘\
o \\‘¢
.

it Wiregy,,

»; i
wldf@fﬁ;ﬁqg%t’gmf&pires: Notary Public

\\‘\
Q

4, vite o’
I"". T

STATE OF )
88,
COUNTY OF _ )
The foregoing instrument wes acknowledged before me this day of
sy 19___, by R President
of , 8 corporation, in behalf

of saia corporation.

My Commission Expires: : Notary Public

T 101



CONSENT AND RATIFICATION
MESCALERO UNIT AGREEMENT
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge receipt of
a copy of the Unit Agreement for the Development and QOperation of the Mescalero
Unit Area embracing lands situated in Lea County, New Mexico, which said agree-
ment is dated the 1lst day of June, 1960, and acknowledge that they have read the
same and are familisr with the terms and conditions thereof.

The undersigned also being the owners of the leasehold, royalty or
other interest in the lands or minerals embraced in said unit areas, as indi-
cated on the schedule attached to said Unit Agreement as Exhibit "B", do hereby
commit all of their said interest to the Mescalero Unit Agreement and do hereby
consent thereto and ratify all of the terms and provisions thereof, exactly the
same as if the undersigned had executed the originsl of said Unit Agreement or
a counterpart thereof.

IN WITNESS WHEREQOF, this instrument is executed by the undersigmed
as of the date set forth in their respective acknowledgments.

Py, O, Box 1223 . : y.

Roswell, MNew Xaxico

STATE OF NEW mgco
COUNTY OF CHAVES

8s8.

The foregoing instrument was acknowledged before me this _27tHay of
July » 19.60, vy ___W. H. KIRKPATRICK and SARA JOY
‘,uluufmixxzanlgx ] .

.:*') .......... ‘c(},”"‘
;7 P m@ias@m Expires: % Notery Public
Y T ‘
el - ,p_& enfier 20, 1963
Lo
. /’_ (¢ ‘\C-~
“‘ ‘.’u-..o" LY
" SEATE' OF )
e ) 8s.
COUNTY OF )
The foregoing instrument was acknowledged before me this day of
, 19___, by y _ President
-of : y 8 . corporation, in behalf

of said corporation.

My Commission Expires: Notary Public

B
5



CONSENT AND RATIFICATION
MESCALERO UNIT AGREEMENT
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge receipt of
a copy of the Unit Agreement for the Developmeiit and Operation of the Mescalero
Unit Area embracing lends situated in Lea County, New Mexico, which said agree-
ment is dated the 1lst day of June, 1960, and acknowledge that they have read the
same and are familiar with the terms and conditions thereof.

The undersigned also being the owners of the leasehold, royalty or
other interest in the lands or minerals embraced in said unit area, as indi-
cated on the schedule attached to said Unit Agreement as Exhibit "B", do hereby
commit all of their said interest to the Mescalero Unit Agreement and 1o hereby
consent thereto and ratify all of the terms and provisions thereof, exactly the

same as if the undersigned had executed the original of said Unit Agreement or
a counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned
as of the date set forth in their respective acknowledgments.

HOYEVER, this Consent and
Ratification shall not be filed with
the U.S, Geological Survey and is to : ,
be effective only as an agreement P. 0. BoX 311, Morris, Illinois
betwveen the Working Interest Owners
with relation to the cosi and parti.  ( E::ﬁ:@ N0 Elorasns
cipation in wells drilled under the
Unit Agreement. The undersigned further agree to file a subsequent
Joinder for lease record purposes upon disecovery of unitised sub-
stances in paying quanitifies within the uniIi area.

STATE OF Illineis g
COUNTY OF Grundy )

88.

The foregoing instrument was acknowledged before me this _J8thday of

August _ , 1960 , by Carl B, McElvain and Buth P, McElvain
husband & wife . L e
Q :' /Q’ﬁ .."‘»‘?n“.)"
My Commission Expires: Notary Pubf{ch;;’Dl-; 0,7”. 3
10-23-62 £, el
Ten T PionS
"' OA": T 0":‘
STATE OF ) PR
) 8s.
COUNTY OF )
The foregoing instrument was acknowledged before me this dey of
, 19 , by , "President
of , 8 corporation, in behalf

of said corporation.

My Commission Expires: » Notary Public

T 14



CONSENT AND RATIFICATION
MESCALERO UNIT AGREEMENT
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge receipt of
a copy of the Unlt Agreement for the Developme:nt and Operation of the Mescalero
Unit Area embracing lands situated in Lea County, New Mexico, which said agree-
ment is dated the 1lst day of June, 1960, and acknowledge that they have read the
same and are familiar with the terms and conditions thereof.

The undersigned also being the owners of the leasehold, royaltiy or
other interest in the lands or minerals embraced in said unit area, as indi-~
cated on the schedule attached to said Unit Agreement as Exhibit "B", do hereby
comnit all of their said interest to the Mescalero Unit Agreement and do hereby
consent thereto and ratify all of the terms and provisions thereof, exactly the

same as if the undersigned had executed the original of said Unit Agreement or
a counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned
as of the date set forth in their respective acknowledgments.

HOWEVER, this Consent and 5
Ratificatiop shall not be filed with

the U, 8, gfo%gggul Survey and is to
be effective Oonly as am agreemont

between the Working Interest Owners O Shelby Street, Santa Fe, New Mexico
with relation to the cost and parti- \ .

sipation in wells drillod under the

Unit Agreemeat. The undersigned further agree to file a subsequent

Joinder for lease reccord purposes upon discovery of unitized sub-
stances in paying quantities withia the unit area.

STATE OF NEY nxl}co
COUNTY OF SANTA BE

88.

The foregoing instrument was acknowledged before me this 318% day of

. August , 19_69 py T. H, McElvain and Catherine B.
. \'
\-h(_,'.\ ﬂc!lvlin husband and wife .
i : '." L age ’ B /-’
i_.'::-;:,-‘&’“" a "v.ﬂq; P’—M.A—M %w
-* » M ss_go’n Expires: Notary Public
e A}&' 41903
4
’u» -u‘
S‘I‘ATE OF )
) sg.
COUNTY OF )
- The foregoing instrument was acknowledged before me this day of
, 19 , by A , President
of ;' 8 corporaiion, in behalf

of sald corporation.

My Commission Expires: Notary Publie




CONSENT AND EATIFICATION
HESGALERD UNIT AGREZLNT :
ENBAACING LANLS IN Lin COGNTY, MEw MEXICO

The waderaigned (Lhother anz or wmore) boreby scknoule. ge receipt of
8 coupy of the Unit ageoccent for the Leveloguzent and Oceration of the Messcalero
Unit Avea cibegolng leads sltuated in Lea County, New liexice, Jhich sald afroge-
went i3 dated the Lot day of June, 1560, aml avlmé.‘lenge that ithey have read the
sawe and are lamiliar ith the terus and conditions thereof,

The uniersigned a8lgo behq., the cuners of the lesschold, royally or
other interepst in the lanus or wlnorols egbraced in sali ualt ares, as indie
cated on the scheduie aitached to cald Unit sgrecment as Exhibiv "B, uo hersby
comuit all o: thelr sald interest to the lkccalero Unlt igreewent and do hereby
ocnaent thereto and ratify all of the terms and provisions thereof, exactly the
seme 89 4t the undersigned had exeouted the originel of said Unit Agreenment or
s ocounterpart thoreof, :

HO:EVER, this Concent and Retification shall not be filed with the
Ue S. Goological Survey and s to be effective unly as an egreenent boi.cen the
worklng Interest Ouners <ith relstion to thoe cost and partlcipation in :ells
drilled under the Unitv Agreemsnt., The unlersigned further agrees to {ile 8 sube
sequent Jolnicr for lease record purpcses upon dlscovery of unitized cubstencea
in peying quantitics within the unit area.

IN ¥ITNESS wHEREQOF, this instrument is executed by the undersigned
as of the date sct forth in their respoctive aclmosledguents,

. C ' 13

(¢ W W'H
£4ith S, McElvain
224 Chio Street
Salem, Illincia

STATE OF ILLINOLS
63,
COUNTY OF MAZUION

. -t 8 -
The foregoing instrument was acknouledged before we this m day of

L , 198 vy Biath S, SkEiveine 8 ddos.
7y oL Pl

/I Notery Pubiic 0 27

My Comuission £ pivegs

ANty 22, /961
7

P P4



CONSENT AND RATIFICATION
MESCALERO UNIT AGREEMENT
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge receipt of
a copy of the Unit Agreement for the Development and Operation of the
Mescalero Unit Area embracing lands situated in Lea County, New Mexico,
which said agreement 1s dated the 1lst day of June 1960, and acknowledge
that they have read the same and are famillar with the terms and conditions

thereof.

The undersigned also being the owners of the leasehold,royalty
or other interest in the lands or minerals embraced in said unit area,
as indicated on the schedule attached to said Unit Agreement as Exhiblt
"B", do hereby commit all of their sald interest to the Mescalero Unit
Agreement and do hereby consent thereto and ratify all of the terms and
provisions thereof, exactly the same as 1f the undersigned had executed
the original of said.Unlt Agreement or a counterpart thereof.

HOWEVER, this Consent and Ratification shall not be filed with
the U. S. Geological Survey and is to be effective only as an agreement
between the Working Interest Owners with relation to the cost and parti-
clpation in wells drilled under the Unit Agreement. The undersigned
further agree to file a subsequent Jjoinder for lease record purposes
upon discovery of unitized substances in paying quantities within the

unit area,

IN WITNESS WHEREOF, this instrument was executed by the under-
signed as of the date set forth in theilr respective acknowledgments.

8690 Hollyhock Drive Q S 2 Qo an ol 3N
Cincinnati 31, Ohio @ XyJacquelin M. fers
. - /// P
LA A /fim, <7 j‘éf’f Jér
: W am P. W ers, Jr./”
STATE OF ; a8
COUNTY OF ) 88
Th oregoing instrument was acknowledged before me this ¢£—
da.y of o&iﬁ\ » 1960 by .Jacquelin M. Withere and William l':"
Withers, Jr., busband and wifs,
- ‘.’,“‘“.,”‘ ;A"' | | Mu
SN ' Notary Public
3 '.I:KTE? OF 5 NOLAN W. CARSON
: . Notary Public, State of Ohlo
§' QUNTY OF § ; My Commission Explres Oct. 5, 1960
- A e = &
-, Y 5 egoing instrument was acknowledged before me this

s by President
corporation, in

day, B c c SN
Of STTITITIO F] a

beRall of sald corporation.

Notary Publlc



CONEENT AND RATITICATION
MeSCALaRD UNIT (CGRIELERT
ELBRACING LANDS IN Loa COUNTY, He. MEXICO

The Lm'.zez-signei (+hether one or mowre) hercby aclmon.ledge receipt of
a copy of the Unit sgreesent for the Develosuent and Operavion of the Mescalero
Unit Area embraclng lanqs situated in Lea County, Me. Xexlco, .hich salc agree=
zent 1o dated the lst cay of June, 190U, awi acknouledge shat they nave read the
sane and are familiar with the terus and concitvicns thereoi.

The undersigned also beilng the owncrs of the leaschold, royelty or
other interesi in the lawic or minerals erbraced in gaid uait avea, as iniis-
cated on the schedule attached to sala Unlt agreewment as Exhibit "B", do hereby
comudt all of their sald interest to the liccalero Unit sgeeencal and do hereby
congent thereto and ratify all of the terus and provislons thepreof, exactly the
gare a3 if the undersigned had execcuted the orlginal of said Unitv Agreewent. or
a counterpsrt thereot,

HOVEVER, this Consent and Ratification shall not be filed vwith the
U. S. Geological Survey and is to be effective only as an agreemcni between the
working Interest O.ners with relation to the cost and par ticl >ation in .ells
drilled under the Unit Agreexmenti. The undervsigned further agree +to file 8 sub=
sequent joinder for lease record purposes upon discovery of unitized subsiances
in paying quantitieg within the unit areas,

IN VITNESS “HEREOF, this instrument 1s executed by the undersigned
a8 of the date sget forth in their respective acknowledguments,

/1748 %

RalpH C. McElvaln, Jr.
McFherason Drive
Madisonville, Kentucky

@%n@ 29 (Hoin

Peggy P. McElvain

STATE OF )
) a8,
COUNTY OF )
L
The foregolng instrument wes ackncwledged before we this say of
O R , 196¢., by Ralph C. MoElvain, Jr. aud Pepry P. McElvain,

his wife,

-

Z/z/ =7 /Q«-.M,

Notary Publiz—

My Commission Expires:

e




CONSENT AND RATIFICATION
MESCALERO UNIT AGREEMENT
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge receipt of
a copy of the Unit Agreement for the Development and Operation of the Mescalero
Unit Area embracing lands situated in Lea County, New Mexico, which said agree-
ment is dated the lst day of June, 1960, and ascknowledge that they have read the
same and are familiar with the terms and conditions thereof.

The undersigned also being the owners of the leasehold, royslty or
other interest in the lands or minerals embraced in said unit area, as indi-
cated on the schedule attached to said Unit Agreement as Exhibit "B", do hereby
commit all of their said interest to the Mescalero Unit Agreement and do hereby
consent thereto and ratify all of the terms and provisions thereof, exactly the
same as 1f the undersigned had executed the original of said Unit Agreement or
a counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned
as of the date set forth in their respective acknowledgments.

are2 Rice

8an Angelo, Texas

STATE OF Texas )

) ss.
COUNTY OF Tom )
Green

The foregoing instrument was acknowledged before me this 9% day of
¢Z) 19..§.Q.’ b')f_//’ L i 2 : 2L (C/

a widov

HE TR & 6 ;;Z:j 7.
i N My*ﬁcmissipn. l!‘.xpires Notary publfe
%o A
A\‘,'“ V@ane igiqﬁl
; e
mw °F Tar ¥
STATE OF )
) ga
COUNTY OF )
The foregoing instrument was acknowledged before me this day of
, 19___, by , , President
of ; a corporation, in behalf

of said corporation.

My Commission Expires: Notary Public

In. /1§



31

3-38.03
T. H. McElvain

LC-069457
H. B. R.

Gulf Gulf
E-1579
LC-069457-A \ H B. P
H. B. P %

® | ;

160 Ac. 1 160 Ac

-38.09

|
|
|
156. /2 Ac. |
u. lS, [ Stafe
| J : i
09 ' 1-45.36 4-43.27 l3-4530 l2-45.8 l'i-45.03 4 4493 '3-4490 -44. =44,

Pan. Am.=Cont],

Gulf Gulf
NM- 020012
+

170.45 Ac.

_:’)'38.06 * NM-0999-A NM-0999-A

Orig.& Epr1DrIg.& Expl.

o ® ® ®

64_0)_1_0._ Nw-onze L
rig.8 Expl] Drig8 Eucﬂ Drig.8 Expl|
328 .35 Ac. ® NM-051243 ! 6/4.84 Ac. |

| 6/9 52 Ac.
NM-0II76-A 37 98 AC. NM-0999-D
U.§ #0ac | soac ¥ @ | U. S. 40 ac ! U. S

r fir3sos 7 Gulf Drig. & Exp!
Drig. 8 Expl. Par Am.~Contl. @ g Il

NM-01178 NM-0999-B NM-0999-C NM-0999 ( NM-0999-8B
40 AC.

rlg,a Expl.—

O

NM-0999 #
T 40 AcC.

Pan Am.-Contl.

+

®

513.249 Ac.
U. s

PAN AM-CONTL
@ |
NM-02392-A |
, I
Drilling 8 Exploration Drilling 8 Exploration

NM-02392 K NM-02392

|8 i1 |7

® ©)

636.90 Ac.
U. s

R-33-E

LEGEND:

[ ] Federal Land 4828.55 Acres 96.79% EXHIBIT "A"
] State Land 160.00 Acres 3.21 %
Total 4988.55 Acres 100.00% MESCALERO UNIT AREA

m——— Boundary Unit Area LEA COUNTY, NEW MEXICO
O  Tract No. From Exhibit "“B" August 3, 1960
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EXHIBIT "B" - MESCALERO UNIT - LEA COUNTY.

NEW MEXTCO

Page 4

Working Interest Owncr Under

Serial No. Land Owner Coption Agreement, Operating
Tract No. of and Percentage Record Owner of Lease Overriding Royalty Agreement or Assignment and
No. Description Acres Iease Date of Royalty or Application Ovner and Percentage Percentege of Interest
FEDERAL LANDS (Continued)
T. 19 S., R. 33 E.
7 Sec. 1: NWiSEL 40,00 NM 01176 U.S.A. Charles B. CGonzales 1/4  Albuquerque National Bank, Drilling and Exploration
4~1=50 1247 A1l Levi A. Hughes 1/4 Testamentary Trustee Company, Inc. A1l
Ext. to Leroy English 5/12 - of F. A. Andrews, (Option)
2-28-62 Evelyn Ann English, Deceased 0.115700%
Administratrix of Selma E. Andrews 0.134300%
Est., of P. B. Higgins Trust.
English, Jr., Inc. 0.375000%
Deceased 1/12  Sabine Royalty -
Corporation 0.375000%
J. H. Campbell 0.625000%
Roy G. Barton 0.218750%
Mrs. Lou Baker 1.562500%
George E. Bobb 0.764067%
Fern Sullivan 0.250000%

September 1, 1960

Nona Bell Saunders 0.500000%

Opal Barton 0.015625%
Roy G. Barton, Jr. 0.015625%
Le jzor Bryks

0.0mmmwww
5.000000;
$350/acre from each proration unit

severally from 1/16 of 7/8 to:
Charles B. Gonzales 1/4
Levi A. Hughes /4
Leroy English 5/12
Evelyn Ann English,

Administratrix of

Est. of P. B.

English, Jr.,

Deceased /12
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EXHIBIT "B" - MESCALERO UNIiT - LFA COUNTY, NEW MEXICO

Serial No. Land Ovmner

Page 10

Working Intzrsst Owner Under
Option Agreement, Operating
Agreement or Assignment and
Percentage of Interest

Tract No. of and Percentage Record Owner of Lease Overriding Royalty
No. . Description Acres Leagse Date of Royalty or Application Owner and Percentage
STATE LANDS
T. 18 S., R. 34 E.
16  Sec. 32: SWE 160.00 E-1579 State N.M.  Gulf 0il Corporation None

11-10~49  124% a1l

H.B.P,

TOTAL STATE IANDS - 160.00 Acres

RECAPITULATION

LAND ACREAGE PERCENTAGE
Federal 4,828.55 96.79%
State 160,00 _3.21
Totals 4,988.55 100.00%

FOOTNOTE TO EXHIBIT

Gulf 0il Corporation All

Promptly upon approval of the Unit Agreement by the Director, U.S.G.S., Option Agreements providing for the assignment of record title, together
with working interest rights and stipulated overriding uoum.._..a% reservations by the present lessees of record, mumu.u. be exercised by the indicated

party, subjeect to the Mescalero Unit bmu.mmamb.w.

September 1, 1960
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UNIT OPERATING AGREEMENT
FOR THE DEVELOPMENT AND OPERATION
OF THE
MESCALERO UNIT AREA
COUNTY OF LEA
STATE OF NEW MEXICO

THIS AGREEMENT, made and entered into as of the lst day of June, 1960,
by and among Drilling and Exploration Company, Inc., a corporation, with offices
at Dallas, Texas, hereinafter referred to as "Unit Operator," and those owners
of working interests in the unitized substances within the Unit Area subject to
the Unit Agreement hereinafter referred to who subscribe, ratify or consent to
this agreement, all of said parties, both Unit Operator and Non—Operato?s, being
herein referred to as "Working Interest Owners."

WITNESSETH:

WHEREAS, concurrently herewith, the parties hereto have entered into a
certain Unit Agreement for the development and operation of the Mescalero Unit Area,
hereinafter referred to as the "Unit Agreement," which said agreement and this
agreement embrace the area specified oﬁ the attached map, marked Exhibit "A",
hereinafter referred to as the "Unit Area," containing 4,988.55 acres, more or
less, situated in Lea County, New Mexico; and

WHEREAS, the parties hereto hereby make and enter thig agreement pursuant
to Section 7 of said Unit Agreement.

NOW, THEREFORE, it is mutually agreed beiween the parties hereto as

follows:
ARTICLE 1
UNIT AGREEMENT CONFIRMED
1.1 UNIT AGREEMENT CONFIRMED: The afaoresaid Unit Agreement and all exhibits

attached thereto are hereby confirmed and made a part of this agreement. In the
event of conflict between any provision contained in this agreement (including any
exhibit attached hereto or revision thereof) and said Unit Agreement, the provisions
of the Unit Agreement shall govern to the extent of such conflict. With respect

to any conflict between the provisions of this agreement and any exhibit attached

hereto, this agreement shall control.



ARTICLE 11

MANAGEMENT OF UNIT

2.1 UNIT OPERATOR AND EMPLOYEES: Drilling and Exploration Company, Inc., a

corporation, the party hereto named in the Unit Agreement as Unit Operator of the
Unit Area (or any duly selected successor Unit Operator), shall have the exclusive
right to develop and operate the Unit Area subject to the provisions of this agree-
ment and the Unit Agreement. All individuals employed by Unit Operator in the con-
‘duct of operations hereunder shall be the employees of Unit Operator alone and their
working hours, rates of compensation and all other matters relating to their employ-
ment shall be determined solely by Unit Operator.

2.2 UNIT OPERATOR - DUTIES: Unit Operator shall in the conduct of operations

hereunder:

(a) Conduct the operations in a good and workmanlike manner, and in the ex-
ercise of its judgement and discretion, acting in good faith;

(b) Consult freely with Working Interest Owners concerning unit operations,
and keep Working Interest Owners informed of all matters arising during the opera-
tion of the Unit Area which Unit Operator, in the exercise of its best judgement,
considers important;

(¢) Keep full and accurate records of all costs incurred, rentals and royal-
ties pald, and controllable materials and equipment, which records, recelpts and
vouchers in support thereof shall be available for inspection by authorized repre-
sentatives of the Working Interest Owners at reasonable intervals during usual
business hours, at the office of Unit Operator;

(d) Permit each of the Working Interest Owners, through its duly authorized
representatives, but at its sole risk and expense, to have access to the Unit Area
at all times, and to the derrick floor of each well drilled or being drilled here-
under, for the purpose of observing operations conducted hereunder and inspecting
Jointly owned materials, equipment and other property, and to have access at rea-
gonable times to information and data in the possession of Unit Operator concerning
the Unit Ares;

(e) Furnish to each of the other parties copies of Unit Operator's Authority
for Expenditures or itemizations thereof in excess of Five Thousand Dollars
($5,000), and copies of all drilling reports, well logs, tank tables, gauge reports

and run tickets, and reports of stock on hand at the first of each month, if

Mescalero Unit Operating Agreement - Page 2



available, and samples of cores or cuttings taken from wells drilled hereunder,
containers therefor to be furnished by the party requesting samples;

(f) Comply with the terms and conditions of the Unit Agreement and all valid
applicable Federal and State laws and regulations;

(g) Keep the land in the Unit Area free‘ffom liens and encumbrances occasioned
by its operations, except such liens as the Working Interest Owners elect to con-
test, and save only the llen granted Unit Operator under thisvagreement.

2.3 UNIT OPERATOR - RESTRICTIONS: Unit Operator shall not do any of the
- following things without the consent of the affected Working Interest Owners obtained
as provided in Section 2.4 hereof;

(a) Drill, deepen, or plug back any well or let any contract therefor. The
approval of the drilling, deepening, or plugging back of any well shall be construed
to mean and include the approval of any necessary expenditures for the drilling,
deepening or plugging back, and completing and equipping of such well, including
the necessary lines, separators and tankage if a producer, and if a dry hole, the
plugging and abandonment thereof, except as otherwise provided in Article IV hereof;

(b) Make any expenditures in excess of Five Thousand Dollars ($5,000) for any
one single job; provided, however, that Unit Operator is authorized to incur all
usual and customary operating expenses which are required in the normal course of
producing operations or which are included in a project approved by Working Interest
Owners and provided further that whenever Unit Operator is authorized to conduct
a drilling, deepening or plugging back éperation or to undertake any other project
in accordance with this agreement, Unit Operator is authorized to incur all rea-
sonable and necessary expenditures in connection therewith, or to make any settle-
ment of damage claim in excess of Five Thousand Dollars ($5,000);

(¢) Make any partial relinquishment of the rights of the Unit Operator;

(d) Abandon any well or wells or dispose of any major items of surplus material
or equipment other than junk, having an original cost of One Thousand Five Hundred
Dollars ($1,500) or more (any such item or items of less cost may be disposed of
without such approval), except as may otherwise be provided herein;

(e) Enter into any plans for development of the Unit Area or any participating
area or amendment thereof, or any expansion or contraction of the Unit Area or any
designation of enlargement or contraction of a participating area;

(£) Drill or abandon any injection wells or convert any well into an injection

Mescalero Unit Operating Agreement - Page 3



well;

(g) Determine whether to drill a demanded offset well or pay compensatory roy-
alty; provided, however, that if Unit Operator and Working Interest Owners fail to
agree with respect to whether or not a demanded offset well should be drilled or
compensatory royalty should be paid, the determination of the 0il and Gas Supervisor
(referred to hereinafter as the "Supervisor") with respect thereto shall be control-
ling.

(h) Make any arrangement for repressuring, cycling or pressure maintenance, or
approve or disapprove any change in the existing method of operation;

(1) Contest any encumbrance or lien;

Provided, however, that in case of explosion, fire, flood, or other sudden emergency,
whether of the same or different nature, Unit Operator may take such steps and incur
such expenses as in its opinion are required to deal with the emergency and to safe-
guard life and property, without first obtaining the consent of parties hereto, but
Unit Operator, as promptly as possible thereafter, shall report the emergency to

the other parties hereto.

2.4 VOTING PROCEDURE: On matters on which the consent of Working Interest
Owners 1s required, each Working Interest Owner shall have a vote equal to the pro-
portionate or fractional acreage interest owned by him in the Unit Area and committed
to this agreement and to the Unit Agreement. Except as otherwise specified herein
or in the Unit Agreement, an affirmative vote of 65% of the voting power of the
Working Interest Owners involved shall constitute the decision of the Working Inter-
est Owners, which decision shall be binding upon all; provided, however, that should
any Working Interest Owner own as much as 65%, but less than 100%, voting interest,
his vote must be supported by the affirmative vote of at least one additional Work-
ing Interest Owner. Any such vote by the Working Interest Owners shall be binding
upon all parties hereto; provided, however, that except as may be provided to the
contrary hereinafter, no party hereto shall be required to obligate itself to bear
and pay its pro rata portion of the cost of drilling, completing, equipping, deepen-
ing, plugging back or reworking any well drilled or to be drilled hereunder, but,
instead, any such party shall have the right to avail itself of the non-consent
election provisions hereof.

2.5 MEETINGS AND POLL VOTES: Whenever necessary the Working Interest Owners

shall meet for thie purpose of discussing unit business and of voting on the matters
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set out in Sectiorn 2.3 hereof, and of exercising any other powers granted to the
Working Interest Owners by this agreement or by the Unit Agreement. Fach Working
Interest Owner shall designate & representative, and if desired, an alternate to
represent him; such cesignation snall be furnished to Unit Operator in writing.
Notices of meetings end place of holding same and other notices shall be served on
such representative by Unit Operator. Unit Cperator's representative shall act as
Chairman at all meetings. After notice to Unit Operator, each Working Interest

" Owner shell have the right, from time to time, to change either its representative
or its alternate. It shall be sufficient for Unit Operator to poll all of the
affected Working Interest Owners on all matters arising hereunder without calling
a meeting; when a "Request for Authority for Expenditure" is submitted by Unit
Operator, the approval or disapproval of same thereafter by Working Interest Owners
shall have the same effect as if a written ballot had been taken. Any vote taken
pursuant to such poll shall be as binding on the Working Tnterest Owners as if it

were taken at a called meeting at which a guorum was present.

ARTICLE 11T

APPORTIONMENT OF COSTS AND OWNERSHIP AND
DISPOSITION OF PRODUCTION AND PROPERTY

3.1 APPORTIONMENT OF COSTS AND OWNERSHIP OF PRODUCTION: Except as may be

otherwise authorized or provided in the ' Unit Agreement or in this agreement, the
apportionment of costs and expenses iIncurred pursuant hereto and the ownership of
unitized substances produced and property acquired hereunder shall be fixed and
determined on an acreage basis. "Acreage basis", as that term is used herein,
shall have reference to the Unit Area, designated pursuant to this agreement, and
it shall mean participation by a Working Interest Owner in the proportion whichk the
committed acreage owned by it in the Unit Area bears to the total committed acreage
owned by all Working Interest Owners therein.

3.1.1 Allocation of Unitized Subsiances:

(a) Participating Ares: Upon completion of a well capable of

producing unitized substances in paying qusntities, a psrticipsting area
or areas shall be designated as provided by Section 11 of trne Unit Agree-
nent. For the purpose of determining ani peying or delivering in kind
all royalties, overriiing royslties, =z1nad obligutions pay:ble out of

production due on account of the unitized substunces produccd from sucth
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participating area, all uhitized substances produced and saved from each
participating area, 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 or for repressuring

or recycling in accordance with an approved plan of development, or
unavoidably lost, shall be allocated on an acreage basis to the respective
tracts of unitized land within the participating area established for
such production, in accordance with Section 12 of the Unit Agreement,
Unit Operator, pursuant to properly executed division orders or other-
wise, shall first pay out of the unitized substances so allocated all
royalties payable thereon which are reserved to lessor in the lease or
leases covering the land to which such allocation is made. Each such
payment shall be made for end on behalf of the Working Interest Owner

or Owners of the committed land covered by the lease under which the
payment is made; however, Unit Operator shall not bé liable as a result
of any error or mistake made in good faith in connection with any such
payment, If the royalties required under any such lease are in excess
of one-eighth (1/8) of the oil or gas produced and saved from or allocated
to the land covered thereby, that portion of such royalties in excess of
one-eighth (1/8) of such production shall be charged to and borne by the
Working Interest Owner of the committed land covered by such lease, In
addition, each Working Interest Owner shall bear and pay all overriding
royalties and obligations payable out of production which are chargeable
against production from or allocated to land comﬁitted by such Working

Interest Owner.

(b) Working Interest Allocation: Regardless of such allocation

for the purposes mentioned above, seven-eighths (7/8) of all unitized
substances produced and saved shall be apportioned among the Working
Interest Owners in proportion to their respective working interests on
an acreage basis in all unitized acreage within the Unit Area. The
percentage of unitized substances so allocated to each Working Interest
Owner shall be the participation percentage of such owner under this

agreement as to costs and benefits as well as unitized substances.

(c) Benefits Fixed: The participation percentages in unitized

Mescalero Unit Operating Agreement - Page 6



substances, benefits, and costs so established among the Working Interest
Owners shall remain fixed regardless of any contraction of the Unit Area,
but shall be revised upon commitment of any uncommitted acreage within
the Unit Area, upon expansion of the Unit Aréa, upon failure of title

as set forth in Article VI hereof to any tract within the Unit Ares,

upon transfer of title to working interests subject to this agreement,

or as provided in Section 5.1 hereof upon assignment of leases in lieu
of rental payment or loss of a lease for failure to pay rental. Each
such revision shall result in the then Working Interest Owners having
participation percentages in proportion to their then respective working
interests on an acreage basis in all unitized acreage within the Unit
Area except that the acreage once committed by a Working Interest Owner
shall not be reduced for purposes of determining participation percentages
solely as a result of any contraction of the Unit Area.

3.1.2 Cost of Operations: The actual cost of the Unit Operator of

performing its obligations as Unit Operator hereunder shall be apportioned
among the Working Interest Owners in proportion to their participation
percentages under this agreement and shall be paid by the several Working
Interest Owners as hereinafter provided. The cost of each operation not
participated in by all Working Interest Owners shall be separately kept
and charged to the Working Interest Owners affected in the proportions
required by other applicable provisions of this agreement or in such

other manner as such owners may agree. All materials, equipment and

other property, whether real or personal, charged as a part of the cost

of operations hereunder shall be owned by the Working Interest Owners in
the same proportion that they were charged therefor. All such costs,
expenses, credits and related matters and the method of handling the
accounting with respect thereto shall be in accordance with the provisions
of the Accounting Procedure attached hereto, made a part hereof and marked
Exhibit "C".

3.2 DISPOSITION OF PRODUCTION: Each Working Interest Owner shall own and,

at its sole risk, cost and expense, shall take in kind and separately dispose of
its proportionate part of all unitized substances produced and saved hereunder as

and when same are produced, excepting therefrom only such production as may be used
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for development and operating purposes (including thereby any pressure maintenance,
repressiring, secondary recovery or similar operation) or is unavoidably lost; pro-
vided, however, that each Working Interest Owner shall pay or shall secure the pay-
ment of the royalty interest on its proportionate part of such production. At such
time or times as any Working Interest Owner shall fail or refuse to take in kind or
separately dispose of its proportionate part of said production, Unit Operator shall
have the authority, revoéable at will by such Working Interest Owner, to sell all
or part of such production to others at the same price which Unit Operator receives
for its own portion of such production, All such sales by Unit Operator of any
Working Interest Owner's production shall be only for such reasonable periods of
time as are consistent with the minimum needs of the industry under the circum-
stances, but in no event shall any such sale be for a period in excess of one (1)

year.

ARTICLE IV
WELLS
4.1 INITIAL TEST WELL:
4.1.1 For the purposes of this agreement, the term "initial test

well" shall be deemed to mean that certain test well, the drilling of
which is specifically provided for in Section 9 of the Unit Agreement.

4.1.2 Within six (6) months after the Effective Date of said
Unit Agreement, Unit Operator shall commence operations for the drilling
of the said initial test well (unless same shall have been commenced
prior to the Effective Date of said agreement), the cost of drilling,
completing, testing and equipping of which shall be shared by the Working
Interest Owners in the manner and in the proportions specified in Exhibit
"D" attached hereto.

4.2 SUBSEQUENT WELLS:

4e2.1 For the purposes of this agreement, the term "subsequent
well" shall be deemed to mean and include any well which is commenced
hereunder after the completion of the initial test well.

4.2.2 Unit Operator shall drill and complete or plug and abandon
any subsequent well upon such terms and conditions as may be agreed to by

Working Interest Owners; provided, however, that in the absence of any
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such agreement but before discovery of unitized substances in paying
quantities within the Unit Area, a subsequent well may be drilled by
Unit Operator at the sole fisk, cost and expense of any Working Interest
Owner of land committed to fhe Unit Agreement in which it may own all or
any part of the working interest.

4.2.3 Any Working Interest Owner shall have the right to have a
subsequent well drilled on unitized land in which it may own all or part
of the working interest. Such Working Interest Owner first shall give
written notice of its desire that such well be drilled (accompanied by
an estimate of costs) to each of the owners of the remaining working
interest in said unitized land and to Unit Operator. Said notice shall
specify the location and proposed depth of said well, which said location
shall conform to the applicable spacing pattern or authorized exception
thefeto. Each Wbrking Interest Owner receiving such notice shall have
thifty (30) day period from the date thereof in which to advise the
éendér of said notice whether or not it will participate in the cost of
drilling‘;aid well. Failure to respond to such notice within said period
shéii be deemed to be an election by the Working Interest Owher receiving
same not té participate in the cost of drilling said well. Within
fifteeﬁ (15) days after the expiration of said thirty (30) day period,
tﬁe Working Interest Owner whé originated the notice then shall give Unit
Operator a second written notice in order to advise Unit Operator of
sﬁch Wdrking Interest Owner's intention to drill said well and the terms
and conditions under which it i1s to be drilled. Specifically, said
second notice shall provide Unit Operator with the following information
regarding the drilling of said well: (a) its location and depth, (b)
the names of those Working Interest Owners who have agreed to drill it,
(¢) the proportions in which and the extent to which such Working
Interest Owners have obligated themselves to bear and pay the drilling
costs, and (d) the estimated drilling costs. If Unit Operator does
pot elect to commence operations for the drilling of said well within
ninety (90) days after receipt of said second notice, then the Working
Interest Owner who originated said notice shall have the right to pro-

-

ceed with the drilling of said well pursuant to the provisions of Section
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13 of the Unit Agreement. Within said ninety (90) day period, Unit
Operator shall satisfy itself that i1t has adequate security for the
cost and expense of drilling said well, there being no obligation on
Unit Operator's part to commence drilling operations unless and untii
it is adequately secured insofar as the cost thereof is concerned. How-
ever, once having commenced or having caused to be commenced operations
for the drilling of any such well, Unit Operator shall proceed with due
diligence and in a workmanlike manner thereafter. Such well shall be
drilled bqth in conformity with the information contained in said second
notice and at the sole risk, cost and expense of those Working Interest
Owners who have obligated themselves theretofore to bear and pay the
drilling costs thereof. Regardless of whether or not such well is
determined to be a paying well, a dry hole or a marginal well, the owner-
ship of said well and of the material and equipment therein and there-
on and of the production therefrom, together with the respective rights
and obligations of the affected Working Interest Ownefs with respect
thereto and the apportionment and burden of costs incurred in connection
therewith, all shall be fixed and determined in accordance with the
terms and provisions of this agreement and of the Unit Agreement.

4.3 DEMANDED WELLS:

4.3.1 For the purposes of this agreement, the term "demanded
well" shall be deemed to mean and include any well the drilling of which
is demanded by the Departiment of the Interior either independently of
any plan of development or as a substitution therefor or as an addition
thereto.

4.3.2 Any one or more of the Working Interest Owners may elect
to pay the cost of drilling a demanded well in proportion to their respec-
tive acreage interests in the Unit Area or as they may otherwise agree.
If no Working Interest Owner is willing to pay such drilling costs, the
parties hereto may determine by a vote taken pursuant to the provisions
of this agreement whether 1o pay compensatory royalty, to contract the
Unit Area, to terminate this agreement and the Unit Agreement, or to
adopt any other measure satisfactory to the Department of the Interior

whereby the obligation to drill any such well may be avoided.
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A

4-5

PAYING WELLS - DRY HOLES - MARGINAL WELLS:

bl No well which is drilled pursuant to this agreement shall
be either included in 'an existing participating area or used as the
basis for the formation of a new participating area unless and until
such well has been determined to be capable of producing unitized sub-
stances in paying quantities (i.e., quantities sufficient to repay the
costs of drilling and producing operations, with a reasonable profit), any
such well being referred to hereinafter as a "paying well".

b2 If the initial test well or any other well drilled pursuant
to this agreement is completed as a well capable of producing unitized
substances in quantities sufficient to justify either its inclusion in
a participating area or the formation of a new participating area, then
and in that event such well shall be so included or a new participating
area shall be formed in accordance with Section 11 of the Unit Agreement.
If any such well 1s a dry hole, then same shall be plugged and abandoned
by Unit Operator at the sole risk, cost and expense of those Working
Interest Owners who have obligated themselves theretofore to bear and
pay the cost of drilling same. If any such well is completed as a well
not capable of producing unitized substances in quantities sufficient
to justify either 1ts inclusion in a participating area or the creation
of a new participating area, then same shall elther be plugged and
abandoned as a dry hole or produced and operated by Unit Operator for
the account and at the expense of those Working Interest Owners who have
obligated themselves theretofore to bear and pay the cost of drilling same.

NON-CONSENT ELECTION:

4.5.1 No Working Interest Owner shall be required, without its
consent, to obligate itself to bear and pay its proportionate part of
the cost of drilling, completing, equipping, deepening, plugging back
or reworking any well drilled or to be drilled hereunder.

4eo5.2 If all the parties cannot mutually agree uﬁon the drilling
of any well on the Unit Area, or upon the reworking, deepening or plugging
back of 4 dry hole drilled at the joint expense of all parties or a well
Jointly owne-t by «li the partics and not then producing in paying

quanbitics oo the Boil Avca, any purty or pacties wishing to deill,
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rework, deepen or .plug back such a well may give the other parties written
notice of the proposed operation, specifying the work to be performed,

the location, proposed depth, objective formation and the estimated cost
of the operation. The parties receiving such a notice shall have thirty
(30) days (except as to reworking, plugging back or drilling deeper,

where a drilling rig is on location, the period shall be limited to forty-
eight (48) hours exclusive of Saturday, Sunday or holidays) after

receipt of the notice within which to notify the parties wishing to do

the work whether they elect to participate in the cost of the proposed
operation. Failufe of a party receiving such a notice to so reply to

it within the period above fixed shall constitute an election by that
party not to participate in the cost of the proposed operation.

4.5.3 If any party receiving such a notice elects not to parti-
Qipate in the proposed operation (such party or parties being hereafter
refgrred to as "Non-Consenting Party"), then in order to be entitled
to the beneflits of this section, the party or parties giving the notice
and such other parties as shall elect to participate in the operation
(211 such parties being hereafter referred to as the “Consenting Parties")
shall, within thirty (30) days after the expiration of the notiée period
of thirty (30) days (or as promptly as possible after the expiration of
the 48-hour period where the drilling rig is on location, as the case
may be) actually commence work on the proposed operation and complete it
with due diligencs.

bebid The entire cost and risk of conducting such operations shall
be borne by the Consenting Partles in the proportions that their respective
interests as shown in Exhibit "D" bear to the total interests of all
Consenting Partles. Consenting Parties shall keep the leasehold estates
involved in such operations free and clear of all liens and encumbrances
of every kind created by or arising from the operations of the Consenting
Parties, If such an operation results in a dry hole, the Consenting
Parties shall plug and abendon the well at their sole cost, risk and
expense, If any well drilled, reworked, deepened or plugged back under
the provisiona of this section results in a producer of oil and/or gas

in paying quantities, the Consenting Parties shall complete and equip
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the well to produce at their sole cost and risk, and the weil shall then
be turned over to Unit Operator and shall be operated by it at the
expense and for the account of the Consenting Parties. Upoﬁ commencement
of operations for the drilling, reworking, deepening or plugging back of
any such well by Consenting Parties in accordance with the provisions

of this section, each Non-Consenting Party shall be deemed to have relin-
quished to Consenting Parties, and the Consenting Parties shall own and
be entitled to receive, in proportion to their respective interests,

all of such Non-Consenting Party's interest in the well, its leasehold
operating rights, and share of production therefrom until the proceeds or
market value thereof (after deducting production taxes, royalty, over-
riding royalty and other interests payable out of or measured by the pro-
dﬁction from such well accruing with respect to such interest until it
vreverts) shall equal the total of the following:

(a) 100% of each such Non-Consenting Party's share of the cost of
any newly acquired surface equipment beyond the wellhead con-~
nections (including, but not limited to, stock tanks, separators,
treaters, pumping equipment and piping), plus 100% of each such
Non-Consenting Party's share of the cost of operation of the
well commencing with first production and continuing until each
such Non-Consenting farty's relinquished interest shall revert
to it under other provisions of this section, it being agreed
that each Non-Consenting Party's share of such costs and equip-
ment will be that interest which would have been chargeable to
each Non-Consenting Party had it participated in the well from
the beginning of the operation; and

(b) 200% of that portion of the costs and expenses of drilling, re-
working, deepening or plugging back, testing and completing,
after deducting any cash contributions received under Section
9.5, hereto and 200% of that portion of the cost of newly
acquired equipment in the well (to and including the wellhead
connections), which would have been chargeable to such Non~
Consenting Party if it had participated theréin.

D5 In the case of any reworking, plugging back or deeper drilling
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operation, the Consenting Parties shall be permitted to use, free of cost,
all casing, tubing and other equipment in the well, but the ownership of
all such equipment shall remain unchanged; and upon abandonment of a well
after such reworking, plugging back or deeper drilling, the Consenting
Parties shall account for all such equipment to the owners thereof, with
each party receiving its proportionate part in kind or in value.

4.5.6 Within sixty (60) days after the completion of any operation
under this section, the party conducting the operations for the Consenting
Parties shall furnish each Non-Consenting Party with an inventory of the
equipment in and connected to the well, and an itemized statement of the
cost of drilling, deepening, plugging back, testing, completing, and
equipping the well for production; or, at its option, the operating party,
in lieu of an itemized statement of such costs of operation, may submit
a detailed statement of monthly billings. Each month thereafter, during
the time the Consenting Parties are being reimbursed as provided above,
the Consenting Parties shall furnish the Non-Consenting Parties with an
itemized statement of all costs and liabilities incurred in the operation
of the well, together with a statement of the quantity of oil and gas
produced from it and the amount of proceeds realized from the sale of
the well's working interest p;oduction during the preceding month. Any
amount realized from the sale or other disposition of equipment newly
acquired in connection with any such operation which would have been
éwned by a Non-Consenting Party had it participated therein shall be
credited against the total unreturned costs of the work done and of the
equipment purchased, in determining when the interest of such Non-Con-
senting Party shall revert to it as above provided; if there is a credit
balance it shall be paid to such Non-Consenting Party.

4e5.7 If and when the Consenting Parties recover from a Non-Con-
senting Party's relinquished interest the amounts provided for above, the
relinquished interests of such Non-Consenting Party shall automatically
revert to it and from and after such reversion such Non-Consenting Party
shall own the same interest in such well, the operating rights and
working, interest therein, the material end equipment in or pertaining

thereto, and the production therefrom as such Non-Consenting Party
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would have owned had it participated in the drilling, reworking, deepening
or plugging back of said well. Thereafter, such Non-Consenting Party shall
be charged with and shall pay its proportionate part of the further costs
of the operation of said well in accordance with the terms of this agree-
ment and the Accounting Procedure schedule, Exhibit ''C", attached hereto.

4.5.8 Notwithstanding the provisions of this Section 4.5, it is
agreed that without the mutual consent of all parties, no wells shall be
completed in or produced from a source of supply from which a well located
elsewhere on the Unit Area is producing, unless such well conforms to
the then-existing well spacing pattern for such source of supply.

4.5.9 The provisions of this Section 4.5 shall have application to
the drilling, completion, reworking, deepening, or plugging back of the
initial test well on the Unit Area, and to all other wells drilled, re-
worked, deepened, or plugged back, or proposed to be drilled, reworked,
deepened, or plugged back, upon the Unit Area subsequent to the drilling
of the initial test well.

4.6 GENFRAL PROVISIONS:

4.6.1 OQperations by Unit Operator: Subject to the provisions of

this sgreement and the Unit Agreement, all wells located within the Unit
Area shall be drilled and operated by Unit Operator for the account of
the affected Working Interest Owners.

4.6.2 Well Contracts: All wells drilled on the Unit Area shall
be drilled on a competitive contract basis at the usual rates prevailing
in the area. Unit Operator, if it so desires, may employ its own tools and
equipment in the drilling of wells, but its charges therefor shall not
exceed the prevailing rates in the field, and the rate of such charges
shall be agreed upon by the parties in writing before drilling operations
are commenced, and such work shall be performed by Unit Operator under
the same terms and conditions as shall be customary and usuai in the
field in contracts of independent contractors who are doing wérk of a

similar nature,

4.6.3 Abandonment of Wells: If a determination has been nade

pursuant to this agreement to ebandon any well drilled hereunder, any

Working Interest Owner then owning an interest in said well who does not
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desire to abandon same shall have, and is specifically granted herewith,
the right to acquire it within ten (10) days after any such determination
has been made. Such right may be exercised by such owner by giving written
notice to the other owners of said well and, concurrently therewith, by
tendering them an amount equal to their proportionate share of the

salvage value of the material and equipment in and on such well less the
estimate cost of recovery (same to be determined in accordance with the
Accounting Procedure attached hereto as Exhibit "C"). Within fifteen (15)
days after receipt-of said notice and said amount, the owners of said

ﬁell who desire to abandon same shall assign their rights in such well

and in the material and equipment therein and thereon to the owners who

do not desire to abandon same. Such assignment shall be without warranty
of title, either express or implied, and shall be limited to the formation
underlying the land on which such well is situated and from which it

has produced and to the working interest in a tract surrounding such well
of'ah area equal to that prescribed by the spacing rules, if any, of any
gofernmental authority having jurisdiction in the premises; provided,
hdwe&ef, that if there is no such established rule, then said assignment
shali bé limited to the working interest and leasehold estate in saild
pfodﬁéing férmation unaerlying a tract of 40 acres surrounding said well,
ifISAme is an oil well, or 160 acres if same is a gas well. In additionm,
the aséigning parties shall execute such bills of sale as shall be
necessary to accomplish the purposes hereof. If any such well so abandoned
is:iocated within a participating area, then it shall not be produced from
the separate pool or deposit of unitized substances for which said
participating area was established; however, if any such well is a
marginal well which is without a participating area, and if its owners
desire that it be produced, then it shall be operated by Unit Operator

for the account of such owners and at their sole risk, cost and expense,

4.6.4 Modification of Drilling and Reguirement of Unit Agreement:

Unit Operator may apply for and obtain a modification of the drilling re-
quirements of said Unit Agreement or an extension or extensions of time
within which to comply therewith as provided by the terms of said Unit

Agreement and any such application or applications may be made without
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the consent of any of the Working Interest Owners subscribing hereto as
parties of the second part.

4.6.5 Plans of Development: Fach plan for the development and

operation of the Unit Area which is to be submitted by Unit Operator to
the Supervisor pursuant to Section 10 of the Unit Agreement shall provide
only for such drilling and other operations as Unit Operator has been
authorized to conduct by the parties chargeable with the cost thereof

by the provisions of this agreement and for such drilling and other
operations as Unit Operator has been required 1o conduct by governmental
authority. If any party hereto, in accordance with the provisions of
this agreement, shall have requested that a well be drilled or shall have
proceeded with the drilling thereof, and such operation is not provided
for in the plan of development approved by the Supervisor, Unit Operator
shall either request the Supervisor to approve an amendment to such plan
which provide for the conduct of such operation or request the Supervisor
to consent to such operation, if his consent is sufficient.

4.6.6 Advances: At its election, Unit Operator shall have the
right from time to time to require each Working Interest Owner to advance
its proportionate share of the estimated amount of costs to be incurred
in conducting operations hereunder during any given month in accordance
with an estimate to be made b§ Unit Operator not less than ten (10) days in
advance of the month in which the costs and expenses are to be incurred.
Ad justment between estimated and actual costs shall be made by Unit
Operator at the close of each calendar month and the accounts of the
Working Interest Owners adjusted accordingly. If Unit Operator requests
an advance payment or security for any such estimated costs, and such
advance payment or security is not forthcoming on or before the 5th
day of the next succeeding month, then and in that event Unit Operator
shall not be obligated to commence or continue such operation unless
and until such advance payment is made or Unit Operator is furnished
with security acceptable to it for the payment thereof by the party or
parties chargeable therewith.

4.0.7 Operator's Lien: Unit Operator is hereby granted a prior

-

lien on the rights and interests of each Working Interest Owner in the
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Unit Area, in the material and equipment thereon and therein and in the
unitized substances allocated to each such Working Interest Owner, as
security for the payment of all costs and expenses chargeable to it in
accordance with the provisions of this agreement. Should any Working
Interest Owner fail to pay its proportionate part of said costs and
expenses within thirty (30) days after being billed therefor as provided
in the referred to Accounting Procedure, Exhibit "C", Unit Operator shall
have the right at its option at any time thereafter, such default con-
tinuing, to foreclose said lien on the respective interests of such
Working Interest Owners. In lieu of or in addition to such remedy, the
parties hereto agree that in the event of default, Unit Operator may
notify the purchaser of the defaulting party's share of unitized sub-
stances and such purchaser shall pay all proceeds accruing on account
thereof to Unit Operator until said obligation is extinguished without
any liability to the defaulting party. In lieu of or in addition to
the remedy above specified for such default, Unit Operator may have any
other remedy afforded by law or equity against the defaulting party for

such default.

ARTICLE V

RENTALS ANP ROYALTIES

5.1 RENTALS: The Working Interest Owners in each separate tract shall pay
all rentals, advance rentals, delay rentals or shut-in royalties due under the lease
thereon and, concurrently therewith, shall submit evidence of payment to Unit
Operator. If the Working Interest Owners in any tract determine not to pay any
such rental, they shall notify Unit Operator at least sixty (60) days before the
due date and thereafter shall assign to all other Working Interest Owners in the
Unit Area requesiing such assignment and In proportion to their then interest, all
their right, title and interest under said lease, subject to all obligations thereto-
fore created. If any Working Interest Owner fails to make proper payment of any
delay rental througﬁ mistake or oversight where such rental is required to continue
the lease in force, there shall be no monetary liability on its part, but it shall
make a bona fide effort to secure a new lease covering the same interest and, if

successful in its efforts, shall commit such lease to the Unit Agreement. In the
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event of failure to secure such new lease within a reasonable time, the interest of
the parties hereto shall be revised so that the party failing to pay any such

rental shall not be credited with the ownership of any lease on which rental was
required but not paid. Unit Operator, at its election, may pay such rentals,

advance rentals, delay rentals, or shut-in royalties to insure continuance of leases,
but it shall not be liable for failure to make such payments. In the event that

any rentals are paid by Unit Operator, same shall be charged and billed to the party
responsible for the payment thereof. In the event of loss of title to a lease for

- failure to pay rental, all loss occasicned thereby shall be that of the Working
Interest Owners who should have paid the same.

5.2 ROYALTIES AND COMPENSATORY ROYALTIES: The Working Interest Owners shall
be responsible severally for and shall pay all royalties which may become due and
payable because of the allocation of unitized substances to their respective leases
committed to the Unit Agreement. If any of said leases are burdened with any over-
riding rdyalties, payments out of production or any other charges in addition to the
usual royalty, the Working Interest Owners of any such lease shall bear and assume
such burdens out of the unitized substances allocated thereto. In cases where the
Working Interest Owners determine to pay compensatory royalty or damages in lieu
of drilling a demanded offset well, such compensatory royalty shall be paid by

Unit Operator and charged on the joint account of the Working Interest Owners.

ARTICLE VI
TITLES

6.1 REPRESENTATIONS AS TO TITLES: Each Working Interest Owner hereby repre-

sents to each other Working Interest Owner that it now owns and holds those certain
oll, gas and mineral interests in and under the Unit Area which are set out on the
schedule attached to the Unit Agreement as Exhibit "B" (said schedule being also
attached hereto as Exhibit "B"), In the event that such representation is erroneous
or if the title of any party hereto falls either in whole or part, then the interests
of the parties shall be adjusted accordingly, to the end that no party hereto shall
be credited with any interest which it does not own.

6.2 TITLE EXAMINATION, LOSS OF LEASES AND OIL AND GAS INTERESTS:

6.2.1 Drillsite locations: Within fifteen (15) days after receipt

of Unit Operator's request therefor, each owner of a working interest in
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land any part of which is situated within a 640-acre area surrounding the
well's location in an outline to be delineated by Unit Operator, shall
furnish Unit Operator with the féllowing information with regard to its
ownership of said working interest in.said land: (i) abstracts of title
certified to recent date, (ii) certified or photostatic copies of all
leases, operating agreements, title opinions, rental receipts, and all
other title instruments or documents in its possession upon which it
relies to establish ownership of its working interest, (iii) for land

of the United States, acceptable reports of recent date as to the status
of such land as same may appear from the records of the Departiment of the
Interior, and (iv) for State land, an acceptable report or transcript
showing the status of such land as same may appear from the records of

the State land office. As a prerequisite to the drilling of any well
hereunder, Unit Operator shall obtain a title opinion by a competent
attorney or atiorneys selected by it and shall furnish a copy of such
opinion to each affected Working Interest Owner; provided, however, that
once title to any tract of land within the Unit Area has been approved

for drilling, then nothing contained herein shall be deemed to require any
re-examination of such title prior to commencing additional drilling
operations on any such tract. All expense incurred in connection with
said title examination shall be charged, as a part of the cost of drilling
of any such well, to the Workiﬁg Interest Owners in the same proportions
in which they have agreed to pay such drilling costs; provided, however,
that each Working Interest Owner shall be liable for and pay severally the
cost of all curative work on its own title. Notwithstanding the foregoing
provisions hereof, approval of any such title opinion as a prerequisite

of drilling may be waived upon obtaining the consent of the owners of

all of the working interest committed to the drilling of the well.

6.2.2 Participating Areas: As soon as practicable after the

establishment of any participating area or any enlargement thereof,
title to the land and leases within any such area or enlargement, as
the case may be, shall be examined in like manner to that provided for
in Section 6.2.1 above; provided, however, that the Working Interest

Owners in any such participating area or enlargement thereof may, by
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the veting procedure prescribed in Section 2.4 hereof, waive or modify
such of the requirements of tnis Section 6.2.2 as may be deemed necessary
in order to meet specisl conditions which have arisen or may require

examination of title to adaitionsl land.

6.2.3 Failure of Title- Should any oil and gas lease or interest
therein or oll and gas interest be lost through failure of title, this
agreement shall nevertheless continue in force as to all remaining leases
and interests, and

fa) The party whose lease or interest in affected by the title failure

shsll bear alone the entire loss and it shall not be entitled
to recover from Unit Operator or the other parties any develop-
ment or operating costs which it may have theretofore paid, but
there shall be no monetary liability on its part to the other
parties hereto by reason of such title failure; and

(b) There shall be no retroactive adjustment of expenses incurred

or revenues received from the operation of the interest which

has been lost, but the interests of the parties shall be revised
on an acreage basis, as of the time it is determined finally that
title failure has occurred, so that the interest of the party
whose lease or interest is affected by the title failure will
thereafter be reduced in the Unit Area by the amount of the
interest lost; and

(¢) Should any person not a party to this agreement, who is determined

to be the owner of any interest in the title which has failed,
pay in any manner any part of the cost of operation, development,
or equlpment, or equipment previously paid under this agreement,
such amount shall be proportionately paid to the party or parties
hereto who in the first instance paid ithe costs which are so
refunded; and

{d) The party whose title has failed shall indemnify the other parties

hereto against loss on account of prior production received by
the party whose title has so failed,

6.2.4 Loss of leases for Causes Other Than Title Failure: If any

-

lease or interest subject to this agreement be lost through failure to
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develop or because express or implied covenants have not been performed,
or if any lease be permitted to expire at the end of its primary term
and not be renewed or extenced, or if any lease or interest therein is
lost cdue to the fact that the production therefrom is shut in by reason
of lack of market, the loss shall not be considered a failure of title
and all such losses shall be joint losses and shall be borne by all
parties in proportion to their interest and there shall be no readjust-

ment of interests in the Unit Area.

ARTICLE VII
TAXES AND INSURANCE
7.1 TAXES: The oll and gas leasehold estates covered hereby insofar as they

embrace lands committed to the Unit Area and the jointly owned personal property
located thereon or obtained in connection therewith hereunder shall be rendered by
Unit Operator for ad valorem taxes if necessary. Unit Operator shaell pay all ad
valorem taxes rendered or assessed against sald properties and all such amounts so
pald shall be allocated and charged in proper proportions to the parties hereto.
All taxes levied upon or against or measured by the production of unitized substances
allocated to the respective tracts under the terms of the Unit Agreement and this
agreement which are not payable by the purchasers of such production shall be paid
by the Working Interest Owners to which the same may be allocated,

7.2 INSURANCE:

7.2.1 Unit Operator shall carry workman's compensation insurance
meeting the requirements of the State of New Mexico, and employers!
liability insurance with limits of not less than $100,000.

7.2.2 Unit Operator shall carry insurance by reliable insurance
company or companies as to the following risks:

(a) General Public Liability Insurance with limits of

not less than $100,000 per person and $500,000 per
cecldent;

(b) Automobile Public Lisbility Insurance with limits

of not less than $100,000 per person and $300,000
cer accident;

(¢) Automobile Property Damage Insurance with limits of
not less than $100,000 per accident.

7.2.3 Unit Operator shall carry insurance covering any or all of
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the three last above mentioned risks and charge the premium cost thereof
to the joint account as op¢r:iing expenses and, thereafter, shall be
g-erged to and borne and paid by the parties hereto in the same manner
as other operating expenses are to be paid hereunder.

7.2.4 No other insurance shall be carried by Unit Operator except
with the mutual consent of suchk or the parties hereto as may be affected

thereby.

ARTICLE VIII

CHANGE OF OWNERSHIP

8.1 ASSIGNMENTS: Any Working Interest Owner may, at any time, transfer or
assign all of his working interest to any other Working Interest Owner who is then a
party to the Unit Agreement and to this agreement, or to any other person, association
or corporation, when such assignment is made expressly subject to the terms of the
Unit Agreement and the terms of this agreement, and wherein the assignee shall accept
and agree to perform all duties, obligations and liabilities thereof. On the making
of such assignment, the assignor shall thereupon be relieved of all future duties,
obligations and liabilities of a Working Interest Owner under this agreement and
under the Unit Agreement. A partial assignment of working interest shall be effective
ag above described to the extent of the interest so assigned. No assignment made
under the provisions of this section shall be binding upon Unit Operator until a
certified copy of said assignment has been delivered to Unit Operator. The terms
and provisions of this agreement shall be deemed to be covenants running with the
land and the leasehold estates and interests therein of the parties hereto, and
shall be binding upon and inure to the benefit of the parties hereto, their heirs,
personal representatives, successors and assigns.

8.2 WITHDRAWAL OF PARTY: If any party hereto so desires, it may withdraw

from this agreement by conveying, assigning and transferring, without warranty,

either express or implied, to the.other parties hereto who do not desire to with-

draw all of its right, title and interest in and under the leases included in the

Unit Area, together with the withdrawing party's interest in all wells, casing,
material, equipment, fixtures and other personal property therein and thereon or

used in cormection therewith, but such conveyance or assignment shall not relieve said

party from any ¢1i;gation or liability accruing or incurred prior to the date thereof.
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Such assignment shall be free and clear of all liens and encumbrances, except over-
riding royalties, payments out of production or other like interests based on pro-
duction cshown on Exhibit "B", and the interest so conveyed ard assignec shall be

hzla el owned by the assignees thereof in proporiion to trneir respective interests in
the Unit Area on an acreage tasis. After the date of szid assignment the withdrawing
party shall be relieved from all obligations and liabilities accruing under this
agreement, and the right of such party to any benefits subsequently accruing hereunder
.shall cease, but the withdrawing party shall be entitled to receive payment for

its interest in all such casing, material, equipment, fixtures and other personal
property at its salvage value determined, insofar as is possible, in accordance

with the Accounting Procedure attached hereto as Exhibit "C". 1If all of the parties
are not willing to accept the assignment of such interest, the assignment shall run

in favor of those parties willing to accept in the proportions that the interest

of each such party in the Unit Area on an acreage basis bears to the aggregate ititerest
of all parties assignee in the Unit Area.

8.3 SUBSEQUENT JOINDER: Prior to commencement of operations under the Unit

Agreement, all owners of working interests in the Unit Area who have joined in the
Unit Agreement shall be privileged to Jjoin in this asgreement by subscribing to the
Unit Agreement and this agreement. After commencement of operations under the Unit
Agreement, however, subsequent joinder in the Unit Agreement and Unit Area shall be
on such reasonable terms and conditions as the parties who are then committed to
the Unit Agreement and this agreement may require in view of the circumstances
existing at the time such subsequent joinder is sought.

8.4 SURRENDER OR TERMINATION OF INTERESTS:® No lease committed to the Unit

Agreement shall be surrendered in whole or part, unless the parties hereto mutually
consent thereto. Should any party at any time desire to surrender any lease committed
to said Unit Agreement and the other parties should not agree or consent to such
surrender, the party desiring so to surrender shall assign, without express or

implied warranty of title (but if Federal or State land is involved, said assignment
shall be subject to approval by the Bureau of Land Management, Department of the
Interior or by the Commissioner of Public Lands of the State of New Mexico, as the
case may be) all of such party's interest in such lease to the other parties heretoﬁ’
in proportion to the interest then severally held by them on an acreage basis in the

-

Unit Area. If all of the parties are not willing to accept the assignment of such
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interest, the assignment shall run in favor of those parties willing to accept in
the pronortions that the interest of each such party in the Unit Area on an acreage
basis bears to the aggregate interest of all parties assignee in the Unit Area.
Such assignment shall be free and clear of all liens and encumbrances and, upon
delivery thereof, the assigning party shall be relieved of all further obligations
with respect to the lease or leases so assigned, but such assignment shall not
relieve the assigning party of any obligations incurred with respect to such lease

or leases prior to the assignment thereof.

ARTICLE IX

MISCELLANEQOUS PROVISIONS

9.1 NOTICES: Except as herein otherwise expressly provided, all notices, re-

ports or other communications required or permitted hereunder shall be deemed to

have been properly given or delivered when delivered personally or when sent by
registered mail or telegraph with all postage or charges fully prepaid, and addressed
to the parties hereto, at the addresses set opposite their respective names, or

such other addresses as may be thereafter furnished. The date of service by mail
shall be the date on which such written notice or other communication is deposited in
the United States Post Office, addressed as above provided.

9.2 RELATION OF PARTIES: The rights, duties, obligations and liabilities

of the parties hereto shall be several and not joint or collective, and nothing
herein contained shall ever be construed as creating a partnership of any kind,
Joint venture, an association or a trust or as imposing upon any one or more of

the parties hereto any partnership duty, obligation or liability. Each party here-
to shall be individually responsible for only its obligations, as set out in this
agreement.

9.3 INTERNAL REVENUE ELECTION: If, for Federal income tax purposes, this

agreement and the operations hereunder are regarded as a partnership, then each

of the parties hereto hereby elects ito be excluded from the application of all of
the provisions of Subchapter K, Chapter 1, Subtitle A, of the Internal Revenuel Code
of 1954, as permitted and authorized by Section 761 of said Code and the regulation
promulgated thereunder. Unit Operator is hereby authorized and directed to execute
on behalf of each of the parties hereto such evidence of this election as may be

required by the Secretary of the Treasury of the United States or the Federal
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Internal Revenue Service, including specifically, but not by way of limitation, all
of the returns, statements, and data required by Federal Regulations 1.761-1 (a).
Should there be any requirement that each party hereto further evidence this
election, each party hereto agrees to execute such documents and furnish such
other evidence as may be required by the Federal Internal Revenue Service or as
may be necessary to evidence this election. Each party hereto further agrees

not to give any notices or take any other action inconsistent with the election
.made hereby. If any present or future income tax laws of the State of New Mexico
or any future income tax law of the United States, contain or hereafter contain,
provisions similar to those contalned in Subchapter K, Chapter 1, Subtitle A, of
the Internal Revenue Code of 1954, under which an election similar to that provided
by Section 761 of said Subchapter K is permitted, each of the parties hereto
hereby makes such election or agrees to make such election as may be permitted

by such laws. In making this election, each of the parties hereto hereby states
that the income derived by him from the operations under this agreement can be
adequately determined without the computation of partnership taxable income. In
the event Unit Operator executes for and on behalf of the other parties hereto

any election authorized under the provisions of this section, Unit Operator shall
give notice of such election to the other parties hereto.

9.4 LIMIT OF LIABILITY:

9.4.1 Liability: The liability of the parties hereto shall be sev=-
eral rather than Joint or collective. Each Working Interest Owner shall
be individually responsible only for its obligations as set out in this
agreement and shall be liable only for its proportionate share of the
costs and expenses as set out herein and nothing herein oontained or
implied shall be deemed to create a partnership or joint 1liability be-
tween or among the parties hereto. No funds received by Unit Operator
under this agreement, whether received as proceeds from the sale of
unitized substances, or as advances, or as payments on account of costs
or otherwise, need be segregated by Unit Operator or maintained by it
as a joint fund, but may be commingled with its own funds and distributed
by Unit Operator as provided for in this agreement.

9.4.2 Force Majeure: Any obligation imposed upon the parties here-

by by this agreement, other than the obligation to make payments due
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hereunder, shall be suspended while sny party hereto (including party
designated as Unit Operator) is prevented from complying therewith by .
acts of God or the public enemy, acts or requests of Federal or State
agencies, war, fires, floods, storms, inability to secure materials,
strikes, lockouts or other matters beyond such party's control whether
similar or dissimilar; provided, however, that the settlement of strikes
and lockouts shall be entirely within the discretion of the party having
the difficulty and no such party shall be required to settle any strike
or lockout when such course of action is deemed inadvisable by the party
having such difficulty.

9.5 CONTRIBUTION TOWARD DRILLING. In the event the parties hereto, or any
of them receive a contribution, whether of money or property, toward the drilling
of any well drilled on the Unit Area pursuant to the provisions of this agreement, -
such contribution shall be shared in and owned by each party hereto in the proportion
in which the cost of drilling any such well is to be borne and paid by such party;
provided, however, the provision of this Section 9.5 shall not apply to the initial
test well, which is covered in Exhibit "D",

9.6 ASSIGNMENTS OF PARTIAL INTERESTS: Notwithstanding any of the provisions

contained herein to the contrary, in executing any assignments pursuant to the pro-
visions of this agreement where the interest to be assigned is only as to certain
producing formations where Federal and State lands are involved and if as to un-
dividéd interest where State lands are involved and where such assignmentis are

sub ject to approval by the Bureau of Land Management or by the Commissioner of Public
Lands of the State of New Mexico, as the case may be, then the interest to be assigned
shall be conveyed by appropriate operating agreements or by any other valid instrument
that will carry out the intention of such provision or provisions or in case of a
State lease or leases where undivided interests are to be assigned, the same may be
assigned to Unit Operator to be held in trust for the parties entitled to partic-
ipate therein in proportion to their respective interests.

9.7 PROVISIONS CONFORMED WITH IAWS AND REGULATIONS: The provisions of this

agreement shall be subject to all Federal and State laws, executive orders, rules
or regulations; and to all orders, rules or regulations of all Federal or State
officers, agencies, boards or commissions which in any way, directly or indirectly,
relate to or affect ihe performance of any of the provisions of this agreement,
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but no party ncreto shall surfer a forfeiture or be liable in damages for failure
to comply wiln ary o the provisions of this agreement, 1f such compliance is

prevented by, or i such fuilure results from, compliance with any such law, order,

m

rule or regulaticn; sni in iue eveat this agreement or any provision hereof is
found to be inconsistent with or contrary to any such law, order, rule or regulation,
the latter shall be deemed to control and this agreement shall be regarded as
modified accordingly and as so modified shall continue in full force and effect.

9.8 EXHIBITS: ' Attached hereto and made a part hereof are the following
exhibits: -

(a) Exhibit "A" is a map showing the boundary line of the Unit Area.

(b) Exhibit "B" is a schedule showing the acreage percentage and kind of
ownership of oil and gas interests in all land in the Unit Area.

(¢) Exhibit "C" is the Accounting Procedure (PASO-T-1955-2).

(d) Exhibit "D" is Initial Test Well.

9.9 EFFECTIVE DATE AND TERM: This agreement shall become effective as of

the Effective Date of the Unit Agreement and shall remain in full force and effect
during the term of said Unit Agreement and any and all extensions or renewals there-
of, and, in the event of the termination of the Unit Agreement for any reason, this
agreement shall continue in full force and effect as to all wells which have not
been plugged and abandoned as of the time of the termination of the Unit Agreement
and the rights and interests of the par£ies hereto in such wells and their partici-
pation in the production therefrom and in the cost of the operation thereof, shall
be governed by the provisions hereof and this agreement with respect thereto shall
remain in full force and effect so long as any such well is capable of producing oil
or gas in paying quantities.

9.10 COUNTERPARTS AND RATIFICATION HEREOQF: This agreement may be executed

in any number of counterparts, each of which such counterparts shall bind the party
or parties executing same and shall have the same force and effect as . if all of the
parties to the aggregate counterparts had signed the same instrument. In lieu of
counterpart execution, this agreement may be ratified by a separate written instru-
ment referring hereto and each such ratification shall have the same force and
effect as an executed counterpart hereof and, in =ffect, shall incorporate by

reference all or the provisions hereof.
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IN WITNESS WHEREOQOF, the parties hereto have executed this agreement as of

the day and yesr first hereinabove written.

UNIT OPERATOR AND WORKING INTEREST OWNER

DRILLING AND EXPLORATION COMPANY, INC.

Dato: AUG 8 1960 By

ATTEST:, //\

NN Y ARy Y
Cule Ag ¢« /t? Ca J/i’///f ¢
S5 8 ~+” lgetetent Secretary
: =Exchang¥’ Bank Building
P, -0. Box 3}166, Airlawn Station
% Dallad 35.¢ Texas

WL s

Vice President

A e

BT OTHER WORKING INTEREST OWNERS

GULF OIL CORPORATION
Date: By.
Attorney-in-Fact
ATTEST:
Assistant Secretary

Petroleum Building
P. 0. Box 669
Roawell, New Mexico

e ) CONTINENTAL OIL COMPANY

Y 4 4 /_/,"A
/ ‘ .A./f?{'l 2

) \. r..‘ ’ [ ] ‘?1 . A <, ( 4
N ,“'- we: . / (@} By TP
: Ty /

. #c .+ Assistant etary
Petroleum Building

P. 0. Box 1291

Roswell, New Mexico

T 011 and .

"‘l‘ 'P'. \O\ BOX‘

., Fort Worthy Texas
AL

s
‘v, 4 f

Ll
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STATE OF TEXAS )
) ss.

COUNTY OF DALLAS)
The foregoing instrument was acknowledged before me this _8th day of

Vice President of

August , 1960 G. R. Brainard, Jr. ,
Drillin;_and Exploration Company, Inc. , a Delaware corporation, in behalf of
15814 eorporatlon

? / \
. N / - Jg
7 ﬁr Counn/isswn Expires: KZ‘- Notary Putgf/c N
". ,t'~. !/
AN June l, 1961 ANYTA R. FOLLEY
Notary Pul.l:, ~li~3 County, Texas
My Commiss.vi fxzires June 1, 19/

STATE OF TEXAS )
) ss.

COUNTY OF TARRANT )
he foregoing instrument was acknowledged before me this AR — day of

K T [
, 1960, by _JOHN L. KELLY ATTORNEY N FACT _ pPpewident of
a Delaware corporation, in behalf of

preee -~cqpt1nenta.l 0il Company s

¥ ;,,é:ia"’éorporation. / W

Notary Public

v Wt N

A ‘r‘.'

M}' CQ?mnié'gsfon Expires:

"", ;)y ‘ ----- .‘Iune § 11 1961

“,
4y, Tl
ty
(AT TV oy

STATE OF TEXA8S %

88,

COUNTY OF TARRANT ) ~
The foregoing instrument was acknowledged before me this VQ day of
Attorney—-in-Fact

, 1960, py _¥m. J. Nolte ’ o

. st

‘ ‘ wY Fp J*‘\,

S ‘}Pan Amd;:%gﬂ _Petroleum Corporation , 8 Delavare corporation, in behalf of
SR

S (s.sai_d<.qerporﬁ_ti0n- ;.

EREK ' ‘l \/g‘gcuc /)/M %&')2:-\//

Notary #ublic

[ ,-'4;:\"
[ /‘n . \'-\',

A L

My Gommission Expires:

.o teg s
.""-4-.',.“...J'un¢.~l, 1361

STATE OF NEW MEXIG)D
ss.

COUNTY OF CHAVES )
——\ day of

The foregoing instrument was escknowledged before me this
President of

a _Pennsylvapnila corporation in behalf of

19 , by

]

Gulf 0il Corporation

sald corporation.
Notary Public

My Commission Expires:




CONSENT AND RATIFICATION
MESCALERO UNIT OPERATING AGREEMENT
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO

GULF OIL CORPORATION, the undersigned, hereby acknowledges receipt of a
copy of the Unit Operating Agreement for the Mescalero Unit Area embracing lands
situated in Lea County, New Mexico, which sald agreement is dated the 1lst day of
June, 1960, and acknowledges that it has read the same and is familiar with the
terms and conditions thereof.

: The undersigned also being the owner of certain oil and gas leasehold
interests committed to said Unit Agreement, and more particularly described on
the schedule attached thereto as Exhibit "B", does hereby consent to said Unit
Operating Agreement and ratify all of the terms and provisions thereof exactly
the same as if the undersigned had executed the original of sald Unit Operating
Agreement or a counterpart thereof.

Notwithstanding anything above to the contrary, however, Gulf 0fil
Corporation hereby commits at this time only Tracts No. 2 and 4, and agrees to
commit Tracts No. 15 and 16 upon discovery of unitized substances in paying
quantities within the Area described as the Mescalero Unit Area.

IN WITNESS WHEREOF, this instrument is executed by the undersigned as
of the date set forth in their respective acknowledgments.

ATTEST: .z o GULF OIL CORPORATION

’)w vy

ar BY A
< em oy apt Becrelary Attorney-in-Fact
P. Oy Bok wéll, Nev Mexico
. :‘ . - . i, m . -‘ h | Law
.7, "-.. 00__-. ) < - | Cemptr
,..‘n 4 n-...i..& \-‘, o z
el Prod.

STATE OF NEW MEXICO )
88.
COUNTY OF CHAVES )
The foregoing instrument was acknowledged before me this ¢2aduy of

» 19 o, by VLA Timiiopap , Attorney-in-Fact of

Gulf 0il Corporation, a Pennsylvanian corporation, in behalf of said corporation.

My Cotmission Expires: e e (=
i e Notary Pu¥lic
' (1t ' '_' LA

P ISR E =

SO

. LA
PETORI




CONSENT AND RATIFICATION
MESCALERO UNIT OPERATING AGREEMENT
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknewledge receipt of
a copy of the Unit Operating Agreement for the Mescalero Unit Area embracing
lands situated in Lea County, New Mexico, which said agreement is dated the
1st day of June, 1960, and acknowledge that they have read the same and are
familiar with the terms and conditions thereof.

The undersigned also being the owners of certain oil and gas lease-
hold interests committed to said Unit Agreement, and more particularly de-
scribed on the schedule attached thereto as Exhibit "B", do hereby consent to
said Unit Operating Agreement and ratify all of the terms and provisions there-
of exactly the same &s if the undersigned had executed the original of said
Unit Operating Agreement or a counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned
as of the date set forth in their respective acknowledgments.

HOWEVER, this Gonsent and
Batification shail not be filed with
nd is to M

be effective only as an agreement
between the Working Interest Owners P. 0."Box 311, Morris, Illinols

with relation to the cost and parti- _(_E,dg@ m%ﬁg‘m"

cipation in wells drilled under the

Unit Agreement. The undersigned further agree to file a subsequent
joinder for lease record purposes upon discovery of unitized sub-
stances in paying quantities within the unit area.

STATE ORI ACer i)y
8s8.
COUNTY ox«vg»w)g\

The foregoing instrument was acknowledged before me this /Qﬁ??.day dﬂ

et , 19%¢, by Canl & 22c Edmine 4 Hleed /7;& g(; " ,.",
‘
~husband and wife . ; ;‘.'._.’,,, , ‘- V; ‘4
',9-."\' v 0’ .'..':.
«/‘—dgiéA—/VZL%z:L~44/ue4_/ ,«A
My Commission Expires: Notary Pﬁﬁlic “.?l:-dw
(370314 3
STATE OF )
88,
COUNTY OF )
The foregoing instrument was acknowledged before me this day of
» 19—, by , President

of , @ — corporation, in behealf

of said corporation.

My Commission Expires: I fotary Public




CONSENT AND RATIFICATION
MESCALERO UNIT OPERATING AGREEMENT
EMBRACING LANDSE 1N LEA CCUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknewledge receipt of
a copy of tne Unit Operating Agreement for the Mescalero Unit Area embracing
lands situated in Lea County, New Mexico, which said agreement is dated the
1st day of June, 1960, and acknowledge that they have read the same and are
familiar with the terms and conditions thereof.

The undersigned also being the owners of certain oil and gas lease-~
hold interests committed to said Unit Agreement, and more particularly de-
scribed on the schedule attached thereto as Exhibit "B", do hereby consent to
said Unit Operating Agreement and ratify all of the terms and provisions there-
of exactly the same as if the undersigned had executed the original of said
Unit Operating Agreement or a counterpart thereof.

IN WITNESS WHEREQOF, this instrument is executed by the undersigned
as of the date set forth in their respective acknowledgments
HOWEVER, this Consent and

Retification shall not be filed with (Mmﬁfg
nd is to

be effective only as an agreement 220 Shelby st ee Fe New Mexico
between the lorking Interest Owners }r //
with relation to the cost and parti-

cipation in wells drilled under the
Unit Agreement. The undersigned further agree to file a subsequent

Joinder for lease record purposes upon disdorery of unitized sub-
stances in paying quantities within the unit area.

STATE OF NEW nxx;co
885.

COUNTY OF SANTA FE

The foregoing instrument was acknowledged before me this3lst day of
Augusi , 19_40, by _T. H., McElvain and Catherine B.
Ll‘_rlvain. husband and wife

.

s;\

;«. B _-'.’ ‘ QLM-A—M ))'] w4
. %ﬂ@ Comm;sdion Expires: Notary Public
‘=° f:l R An!\ rl 1963
o
AR AR
'.}' dr s LY \\)
STATE OF )
) ss.
COUNTY OF )

The foregoing instrument was acknowledged before me this day of

, 19 , by s President

of , &

corporation, in behalf

of said corporation.

My Commission Expires: Notary Public
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¢ ONSENT AND RATIRFICATION
MESCALERO UNIT OPERATING AGREEMENT
EM3RACING LANDS IN LEA COUNTY, NEW MEXICO

The undersignsd (whether one »r more) hereby acknowledge
recelpt of a copy of the Unlit Operating Agreement for the Mescalero
Ur.lt Area 2mbracing lands situated in Lea County, New Mexico, which
sald agresment 1s dated the lst day of June, 1960, and aclknowledge
that they hove read the same and are familiar with the terms and
conditions trereoct,

The uniarsigned also being the owners of certain oil and
gas leasehola interests committed to sald Unit Agreement, and more
pacticularly described on the schedule attached thereto as Exhibit
"B", do nereby consent to sald Unit Operating Agreement and ratify
all of -he terms and provislons thereof exactly the same as if the
undersigned nad executed the original of said Unit Operating
Agreement or a counterpart thereof.

HOWEVER, this Consent and Ratification shall not be filed
wlth the . S. Geologlcal Survey and 1s to be effective only as
an agreement between the Working Interest Owners wilith relation to
the cost and participation in wells drilled under the Unit Agreement.
The undersigned further agree to file a subsequent joinder for lease
record purposes upon discovery of unitized substances in paying
quantities withln the unit area.

IN WITNESS WHEREOF, this instrument 1s executed by the
underslgned as of the date set forth in their respective acknowledg-
ments.

8690 Hollyhock Drive
Cincinnati 31, Ohio

STATE OF g s
COUNTY OF

e, The foregoing instrument was acknowledged before me this ;321

N\

+U tdayeof odkebay  , 19Go by Jacquelin M. Withers and William P,
‘ "Withérs, Jr., husband and wife.

\!' s

&

‘"éi‘é \ﬂJ&LH]LJ. (3&~4<hﬁJ

REEN Nctary Public

T NOLAN W. CARSON
‘“, ) Q "S'I'A’IE OF - Natary Public, State of Ohio
Cr)UNTY OF 853 My Lommission Explres Oct. 5, 1960
The foregoing instrument was acknowledged before me thils
day of , 19 by
President cf , a corporation,

in behalf of said corporation.

Notary Public



CONSENT AND RATIFICATION
MESCALERO UNIT OPERATING AGREEMENT
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge receipt
of a copy of the Unit Operating Agreement for the Mescalero Unit
Area embracing lands situated in Lea County, New Mexico, which
said agreement is dated the 1lst day of June, 1960, and acknowledge
that they have read the same and are familiar with the terms and
conditions thereof.

The undersigned also being the owners of certain oil and gas
leasehold interests committed to said Unit Agreement, and more
particularly described on the schedule attached thereto as Exhibit
“B", do hereby consent to said Unit Operating Agreement and ratify
all of the terms and provisions thereof exactly the same as if the
undersigned had executed the original of said Unit Operating Agree-
ment or a counterpart thereof.

However, this Consent and Ratification shall not be filed with
the U. S. Geological Survey and is to be effective only as an agree-
ment between the Working Interest Owners with relation to the cost
and participation in wells drilled under the Unit Agreement. The
undersigned further agree to file a subsequent joinder for lease
record purposes upon discovery of unitized substances in paying
quantities within the unit area.

IN WITNESS WHEREOF, this instrument is executed by the under-
signed as of the date set forth in their respective acknowledgments.

. Q o
22/ Ohio Street

1 « McElvain

Salem. Illinois

McPherson Drive
Madisonville, Kentucky

STATE OF ILLINOIS g
ss.
COUNTY OF MARION )

The foregoing instrument was acknowledged before me this

BLAL day of September, 1960, by,Bdith S. McElvain, a widow.

.Q ¢ 03 O

W ..- p N
_.:". ,?“ ' -‘.‘:‘" < : ; z Z z
,',: \Lo'i./: .";}".:‘\ B z %
i Lo R U Notary Public

H 'y ~ .
Lo ‘U L" e ~

.“», My Commission Expires:

[ Y]

| mgf;u, / 2/

7CL./V
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STATE OF _Keutucky ) s
county oF Nonlig )

":. The foregoing instrument was acknowledged before me this 39:‘

* day.of <& — y 1960, by Ralph C. McBlvain, Jr. = «\{x
.. ( A a ",C"
' Ch ?qu\t e NECleain
Tyt
/" "'-...«-"'..'
e B “i )

My Commission Bxpires

Sanday B\, 1961
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EXHIBIT "B" - NESCALERQ UNIT -~ LEA COUNTY, NEW MEXICO Fepa 1
Working Intzrest Owaer Under
Serial No. Land Owner Option Acreemont, Cperating
Tract No. of and Percentage  Record Owner of Lease Overriding Royalty Agrecmert or Assignment and
No. Description Acres lease Date of Royalty or Application Owner and Percentage Percentoce of Interecst
FEDERAL LANDS
T. 19 S., R. 34 E.
1 Sec. 7: SEINEE 120.00 NM 0999 U.S.A. Margaret Nettles Long Margaret Nettles Drilling and Exploration
Sec. 8: WiNWL 5-1-50 121% A1l Watts 1/4 Long Watts 1.00% Company, Inc. 411
Ext. to Bank of the Southwest Bank of the Southwest (Option)
3-31-62 National Association, National Association,
Houston, Texas, Trustee, Houston, Texas, Trustee,
Est. of Rolla Lewis Est. of Rolla Lewis
Long (a/k/a R. L. Long (a/%/a R. L.
Long), Deceased 1/4 long), Deceased 1.00%
First City National Bank First City National Bank
of Houston, Texas, of Houston, Texas,
(formerly First National (formerly First National
Bank in Houston) Trustee, Bank in Houston) Trustee,
Est. of Marguerite Smith Est of Marguerite Smith
Walker, Deceased 1/2 Walker, Deceased 2.00%
2 Sec. 5: Lots 1,2 1234.36 NM 0999-A  U.S.A. (George W. Littlefield) Margaret Nettles Gulf 0il Corporstion Al
Sink, Nist 5-1-50 1247 a11 Long Watts 1.00%  (Assignment)
SE#SWE, Ext. to *Gulf Oil Corporation Bank of the Southwest
Sec. 6: Lots Hmm 3,4, 3-31-62 National Association,
5,6, SZNE Houston, Texas, Trustee,
SEINWE, Est. of Rolla Lewis

% Assignee under assignment filed for approval.

September 1, 1960

Long (a/k/a R. L.

Long), Deceased 1.00%

First City National Bank

of Houston, Texas,
(formerly First National
Bank in Houston) Trustee,
Est. of Marguerite Smith
Walker, Deceased 2.00%
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EXHIBIT " * PASO-T-1955-2

Attached to and made a part of CETtaIN agreement entitled
Unit Operating Agreement,

Mescalero Unit Area, Lea Crunty, New Mexico
Dated the 1lst day of June, 1960

ACCOUNTING PROCEDURE

(UNIT AND JOINT LEASE OPERATIONS)

I. GENERAL PROVISIONS
Definitions
“Joint property™ as herein used shall be construed to mean the subject arca covered by the agreement to which this “Accounting Procedure™ s at-
tached.
“Operator” as hercin used shall be construed to mean the party designated 1o conduct the development and operation of the subject area for the
joint account of the parties hereto.

“"Non-Operator™ as herein used shall be construed to mean any onc or more of the non-operating parties.
Statements and Billings

Operator shall bill Non-Operator on or before the last day of each month far its propurtionate share of costs and expenditures during the preced-
ing month. Such bills will be accompanied by statements, reflecting the toral costs and charges as set forth under Subparagraph A below:
A. Statement in detail of all charges and credits 1o the joint account.
B. Statement of all charges and credits to the joint account, summarized by appropriate classifications indicative of the nature thereof.
C. Statements as follows:

(1) Detailed statement of material ordinarily considered controllable by operators of oil and gas properties;

(2) Statement of ordinary charges and credits to the joint account summarized by appropriate clussifications indicative of the nature thereof;
and

(3) Detailed statement of any other charges and credits.

Payments by Non-Operator thirty (30)

Each party shali pay its proportion of all such bills withing ffpogne 6y daye after recaipt thercof. It payment is not made within such time, the
unpaid balance shall bear interest at the rate of six per cent (6%) per annum until paid.

Adjustments

Payment of any such bills shall not prejudice the right of Non-Operator to protest or question the correctness thereof.  Subject to the exception
noted in Paragraph § of this section 1, all statements rendered 1o Non-Operator by Operator during any calendar year shall conclusively be presumed
to be true and correct after twencty-four (24) months following the end of any such calendar year, unless within the said twenty-four (24) month
perivd Non-Operator takes written exception thereto and makes claim on Operator for adjustiment. Falure on the parc of Non-Operator to make
claim on QOperator for adjustment within such period shall establish the correctness thereot and prectude the filing of exceptions thereto or making
of claims for adjustment thereon. The provisions of this paragraph shall not prevent adjusiments resulting from physical inventory of property as
provided for in Section VI, Inventories, hereof.

Audits

A Non-Operator, upon notice in writing 1o Operator and all other Non-Operators, shall have the right 1o audit Operator’s accounts and records
relacing to the accounting hereunder for any calendar year within the twenty-four (24) month period following the end of such calendar year, pro-
vided, however, that Non-Operator must take written exception to and make claim upon the Operator for all discrepancies disclosed by said
audit within said twenty-four (24) month period. Where there -are two or more Non-Operators, the Non-Operators shall make every reasonable
effort to conduct joint or simultaneous audits in a manner which will result in 1 minimum of inconvenience to the Operator.

I. DEVELOPMENT AND OPERATING CHARGES

Subject to limitations bereinafter prescribed, Operator shall charge the joint account with the following items:
Rentals and Royalties

Delay or other rentals, when such rentals are paid by Operator for the joint account; royalties, when not paid directly to royalty awners by the
purchaser of the oil, gas, casinghead gas, or other products,

Labor

A. Salaries aud wages of Operator’s employees directly engaged on the juint property in the development, maintenance, and operation thereof,
including salaries or wages paid to geologists and other employees who are temporarily assigned to and directly employed on a drilling well.

B. Operator’s cost of holiday, vacation, sickness and disability benefity, and other customary allowances applicable to the salaries and wages charge-
able under Subparagraph 2 A and Paragraph 11 of this Section I Costs under this Subparagraph 2 B may be charged on a “"when and as
paid basis” or by "percentage assessment™ on the amount of salarics and wages chargeable under Subparagraph 2 A and Paragraph 11 of this
Section 11 If percentage assessment is used, the rate shall be based on the Operator’s cost experience,

C. Costs of expenditures or contributions made pursuant to assessments imposed by governmental authority which are applicable 10 Operator’s labor

cost of salaries and wages as provided under Subparagraphs 2 A, 2 B, and Paragraph 11 of this Section 1L

Employee Benefits

Operator’s current cost of established plans for employees' group life insurance, hospitalization, pension, retirement, stock purchase, thrift, bonus,
and other benefiv plans of a like nature, applicable to Operator’s labor cost, provided that the total of such charges shall not exceed ten per cent
(10%) of Operator’s labor costs as provided in Subparagraphs A and B of Paragraph 2 of this Section 11 and in Paragraph 11 of this Section 11
Material

Material, equipment, and supplies purchased or furnished by Operator for wse of the juiat property.  So far as it is reasonably practical and con-

sistent with efficient and cconomical operation, only such material shall be purchased fur or transferred o the joint property as may be required for
immediate use; and the accumulation of surplus stocks shall be avoided,

Transportation

Transportation of cmployas, equipment, material, and supplies necessary for the development, maintenance, and operation of the joint property
subject to the following linitations: .
A, M material is moved 1o the joint property from vendor’s or from the Operator’s warchouse or other propeeties, no charge shall be made to the

joint account for a distance greater dun the distance from the nearest reliable supply sture or railway receiving point where such material is
avadduble, except by cpecid azriaiant wah Non-Operator.
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B. If surplus material is moved to Operator’s warechouse or other storage point, no charge shall be made to the joint account for a distance greater
than the distance from the nearest reliable supply store or railway receiving point, except by special agreement with Non-Operator. No charge
shall be made to the joint account for moving material to other propertics belonging to Operator, except by special agreement with Non-Operator.

Service

A. Outside Services:
The cost of contract services and utilitics procured from outside sources.

B.- Use of Operator’s Equipment and Facilities:
Use of and service by Operator's exclusively owned equipment and facilities as provided in Paragraph 5 of Section I entitled “Operator’s Ex-
clusively Owned Facilities.”

Damages and Losses to Joint Property and Equipment

All costs or expenses necessary to replace or repair damages or losses incurred by fire, flood, storm, theft, accident, or any other cause not con-
trollable by Operator through the exercise of reasonable diligence. Operator shall furnish Non-Operator written notice of damages or losses in-
curred as soon as practicable after report of the same has been received by Operator.

Litigation Expense

All costs and expenses of litigation, or legal services otherwise nccessary or expedient for the protection of the joint interests, including attorneys’
fees and expenses as hereinafter provided, together with all judgments obtained against the parties or any of them on account of the joint operations
under this agreement, and actual expenses incurred by any party or parties hereto in securing evidence for the purpose of defending against any
action or claim prosecuted or urged against the joint account or che subject matter of this agreement.

A. If 2 majority of the interests hereunder shall so agree, actions or claims affecting the joint interests hereunder may be handled by the legal
staff of one or more of the parties hereto; and a charge commensurate with cost of providing and furnishing such services rendered may be
made against the joint account; but no such charge shall be made until approved by the legal departments of or attorneys for the respective
parties hereto.

B. Fees and expenses of outside attorneys shall not be charged to the joint account unless authorized by the majority of the interests hereunder.

Taxes

All taxes of every kind and nature assessed or levied upon or in connection with the properties which are the subject of this agreement, the produc-
tion therefrom or the operation thereof, and which taxes have been paid by the Operator for the benefit of the parties hereto.

Insurance and Claims

.A. Premiums paid for insurance required to be carried for the benefit of the joint account, together with all expenditures incurred and paid in

sectlement of any and all losses, claims, damages, judgments, and other expenses, including legal services, not recovered from insurance carrier,
B. If no insurance is required to be carried, all actual expenditures incurred and paid by Operator in settlement of any and all losses, claims, dam-
ages, judgments, and any other expenses, including legal services, shall be charged to the joint account.

District and Camp Expense (Field Supervision and Camp Expense)

A pro rata portion of the salaries and expenses of Operator’s production superintendent and other employees serving the joint property and other
properties of the Operator in the same operating area, whose time is not alloua_tt)ed d]l:l)'ic(lxc vithe properties, and a pro rata portion of the cost of
maintaining and operating a production office known as Operator’s Hobbs r

office located at or near ... HObbS, New Mexico. . (or a comparable office if location changed), and

necessary suboffices (if any), maintained for the convenience of [he above described office, and all necessary camps, including housing facilities for

employees if required, used in the conduct of the operations on the joint property and other properties operated in the same locality. The expense
of, less any revenue from, these facilities should be inclusive of depreciation or a fair monthly rental in lieu of depreciation on the investment. Such
charges shall be apportioned to all properties XNIKHFXFXK KELBR AKX XX XXX XAXRXEXLLRXXLX XL XX %%%. on the basis
of one drilling well equals six producing wells.

Administrative Overhead

Operator shall have the right to assess against the joint property covered hercby the following management and administrative overhead charges,
which shall be in licu of all expenses of all offices of the Operator not covered by Section 1I, Paragraph 11, above, including salaries and expenses
of personnel assigned to such offices, except that salaries of geologists and other employees of Operator who are temporarily assigned to and directly
serving on the joint property will be charged as provided in Section II, Paragraph 2, above. Salaries and expenses of other technical employees as-
signed to such offices will be considered as covered by overhead charges in this paragraph unless charges for such salaries and expenses are agreed
upon between Operator and Non-Operator as a direct charge to the joint property.

WELL BASIS (Rate Per Well Per Month)

PRODUCING WELL RATE

DRILLING WELL (Use Completion Depth)
RATE
All Wells
Woell Depth Each Well First Five Next Five Over Ten

ALl Depthe. ... . $350,00 60.00 50,00 40,00

A. Overhead charges for drilling wells shall begin on the date each well is spudded and terminate when it is on production or is plugged, as the
case may be, except that no charge shall be made during the suspension of drilling operations for fifteen (1§) or more consecutive days.
B. In connection with overhead charges, the status of wells shall be as follows:
(1) Injection wells for recovery operations, such as for repressure or water flood, shall be included in the overhead schedule the same as produc-
ing oil wells. )
(2) Water supply wells utilized for water flooding operations shall be included in the overhead schedule the same as producing oil wells.
(3) Producing gas wells shall be included in the overhead schedule the same as producing oil wells.
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(4) Wells permanently shut down but on which plugging operations are deferred shall be dropped from the overhead schedule at the time the
shutdown is effected. When such wells are plugged, overhead shall be charged at the producing well rate during the time required for the
plugging operation.

(5) Wells being plugged .back, drilled deeper, or converted to a source or input well shall be included in the overhead schedule the same as drill-
ing wells. ‘

(6) Temporarily shut-down wells (other than by governmental regulatory body) which are not produced or worked upon for a period of a full
calendar month shall not be included in the overhead schedule; however, wells shut in by governmental regulatory body shall be included
in the overhead schedule only in the event the allowable production is transferred to other wells on the same property. In the event of 2
unit allowable, all wells capable of producmg will be counted in determining the overhead charge.

(7) Wells completed in dual or multiple horizons shall be considered as two wells in the producing overhead schedule.

(8) Lease salt water disposal wells shall not be included in the overhead schedule unless such wells are used in a secondary recovery program
on the joint property.

C. The above overhead schedule for producing wells shall be applied to the total number of wells operated under the Operating Agreement to which
this accounting procedure is attached, irrespective of individual leases.

D. It is specifically understood that the above overhead rates apply only to drilling and producing operations and are not intended to cover the
construction or operation of additional facilities such as, but not limited to, gasoline plants, compressor plants, repressuring projects, salt water
disposal facilities, and similar installations.” If at any time any or all of these become necessary to the operation, a separate agreement will be
reached relative to an overhead charge and allocation of district expense.

E. The above specific overhead rates may be amended from time to time by agreement between Operator and I\on Operator if, in practice, they are
found to be insufficient or excessive.

Operator’s Fully Owned Warehouse Operating and Maintenance Expense

Any expenditure, other than expenditures which are covered and dealt with by the foregoing provisions of this Section 1I, incurred by the Opera-
tor for the necessary and proper development, maintenance, and operation of the joint property.

1II. BASIS OF CHARGES TO JOINT ACCOUNT

13.
(Describe fully the agreed procedure to be followed by the Operator.)
14. Other Expenditures
1. Purchases

3.

4.

Material and equipment purchased and service procured shall be charged at price paid by Operator after deduction of all discounts actually received.

Material Furnished by Operator

Material required for operations shall be purchased for direct charge to joint account whenever practicable, except that Operator may furnish such
material from Operator's stocks under the following conditions:
A. New Material (Condition “A”)

(1) New material transferred from Operator’s warehouse or other properties shall be priced f.o.b. the nearest reputable supply store or railway
receiving point, where such material is available, at current replacement cost of the same kind of material. This will include material such
as tanks, pumping units, sucker rods, engines, and other major equipment. Tubular goods, two-inch (2”) and over, shall be priced on car-
load basis effective at date of transfer and f.o.b. railway receiving point nearest the joint account operation, regardless of quantity transferred.

(2) Other material shall be priced on basis of a reputable supply company’s preferential price list effective at date of transfer and f.o.b. the store
or railway receiving point nearest the joint account operation where such material is available.

(3) Cash discount shall not be allowed.

B. Used Material (Condition “B” and “C”)

(1) Material which is in sound and serviceable condition and is suitable for reuse without reconditioning shall be classed as Condition “B” and
priced at seventy-five per cent (75%) of new price.

(2) Material which cannot be classified as Condition “B” but which,
(a) After reconditioning will be further serviceable for original function as good secondhand material (Condition “B"), or
(b) Ts serviceable for original function but substantially not suitable for reconditioning,
shall be classed as Condition “C” and priced at fifty per cent (505 ) of new price.

(3) Material which cannot’ be classified as Condition *B” or Condition “C’" shall be priced at a value commensurate with its use.

(4) Tanks, buildings, and other equipment involving ercction costs shall be charged av applicable percentage of knocked-down new price.
Premium Prices

Whenever materials and equipment are not readily obrainable at the customary supply point and at prices specified in Paragraphs 1 and 2 of this
Section III because of national emergencies, strikes or other unusual causes over which the Operator has no control, the Operator may charge the
joint account for the required materials on the basis of the Operator’s direct cost and expense incurred in procuring such materials, in making it
suitable for use, and in moving it 1o the location, provided, however, that notice in writing is furnished to Non-Operator of the proposed charge prior
to billing the Non-Operator for the material and/or equipment acquired pursuant to this provision, whereupon Non-Operator shall have the right,
by so electing and notifying Operator within 10 days after receiving netice from the Operator, to furnish in kind, or in tonnage as the parties may
agree, at the location, ncarest railway receiving point, or Operator’s storage point within a comparable distance, all or part of his share of material
and/or equipment suitable for use and acceptable to the Operator.  Transportation costs on any such material furnished by Non-Operator, at any
point other than at the location, shall be borne by such Non-Operator. 1, pursuant to the provisions of this paragraph, any Non-Operator furnishes
material and/or equipment in kind, the Operator shall make appropriate credits therefor to the account of said Non-Operator.

Warranty of Material Furnished by Operator

Operator does not warrant the material furnished beyond or back of the dealer’s or manufacturer’s guaranty; and in case of defective material, cn.d-
it sh.l“ not be passed until adjustment has been received by Operator from the manufacturers or their agencs.

Operator's Exclusively Owned Facilities

The following races shall apply to service rendered to the joint account by facilities owned exclusively by Operator:
A, Water, fuel, power, compressor and other ausiliary services at rates commensurate with cost of providing and furnishing such service to che

joint account but nut exceeding rates currently prevailing in the field where the joint property s located.
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B. Automotive equipment at rates commensurate with cost of owncrship and operation. Such rates should generally be in line with the schedule of
rates adopted by the Petroleum Motor Transport Association, or some other recognized organization, as recommended uniform charges against
joint account operations and revised from time to time. Automotive rates shall include cost of oil, gas, repairs, insurance, and other operating
expens and depreciation; and charges shall be based on use in actual service on, or in connection with, the joint account operations. Truck
and tr-:tor rates may include wages and expenses of driver.

C. ‘A fair rate shall be charged for the use of drilling and cleaning-out tools and any other items of Operator’s fully owned machinery or equip-
ment w ick shall be ample to cover maintenance, repairs, depreciation, and the service furnished the joint property; provided that such charges
shall not exceed those currently prevailing in the field where the joint property is located. DPulling units shall be charged at hourly rates com-
mensurate with the cost of ownership and operation, which shall include repairs and maintenance, operating supplies, insurance, depreciation, and
taxes. Pulling unit rates may include wages and expenses of the operator.

D. A fair rate shall be charged for laboratory services performed by Operator for the benefit of the joint account, such as gas, water, core, and any
other analyses and tests; provided such charges shall not cxceed those currently prevailing if performed by outside service laboratories.

E. Whencver requested, Operator shall inform Non-Operator in advance of the rates it proposes to charge.

I'. Rates shall be revised and adjusted from time to time when found to be eicher excessive or insufficient.

IV. DISPOSAL OF LEASE EQUIPMENT AND MATERIAL
The Operator shall be under no obligation to purchase interest of Non-Operator in surplus new or secondhand material. The disposition of major
items of surplus material, such as derricks, tanks, engines, pumping units, and tubular goods, shall be subject to mutual determination by the parties
hereto; provided Operator shall have the right to dispose of normal accumulations of junk and scrap material either by transfer or sale from the
joint property.
Material Purchased by the Operator or Non-Operator
Material purchased by either the Operator or Non-Operator shall be credited by the Operator to the joint account for the month in which the
material is removed by the purchaser.
Division in Kind
Division of material in kind, if made between Operator and Non-Operator, shall be in proportion to their respective interests in such material. Each
party will thereupon be charged individually with the value of the material received or receivable by each party, and corresponding credits will be
made by the Operator to the joint account. Such credits shall appear in the monthly statement of operations.

Sales to Outsiders .

Sales to outsiders of material from the joint property shall be credited by Operator to the joint account at the net amount collected by Operator
from vendee. Any claims by vendee for defective material or otherwise shall be charged back to the joint account if and when paid by Operator.

V. BASIS OF PRICING MATERIAL TRANSFERRED FROM JOINT ACCOUNT

Material purchased by either Operator or Non-Operator or divided in kind, unless otberwzse agreed, shall be
valued on the following basis:

New Price Defined

New price as used in the following paragraphs shall have the same meaning and application as that used above in Section III, “Basis of Charges to
Joint Account.”

New Material

New material (Condition “A"), being new material procured for the joint account but never used thgreon, at one hundred per cent (100%) of cur-
rent new price (plus sales tax if any).

Good Used Material

Good used material (Condition “B"), being used material in sound and serviceable condition, suitable for reuse without reconditioning:

A. At seventy-five per cent (75%) of current new price if material was charged to joint account as new, or

B. At sixty-five per cent (65%) of current new price if material was originally charged to the joint property as secondhand at seventy-five per
cent (75%) of new price.

Other Used Material

Used material (Condition “C”), at fifty per cent (50%) of current new price, being used material which:
A. After reconditioning will be further serviceable for original function as good secondhand material (Condition “B"), or
B. Is serviceable for original function but substantially not suitable for reconditioning.

Bad-Order Material

Material and equipment (Condition “D”), which is no longer usable for its original purposc without excessive repair cost but is furcher usable for
some other purpose, shall be priced on a basis comparable with that of items normally used for that purpose.

Junk
Junk (Condition “E"), being obsolete and scrap material, at prevailing prices.
Temporarily Used Material

When the use of material is temporary and its service to the joint account does not justify the reduction in price as provided in Paragraph 3 B,
above, such material shall be priced on a basis that will leave a net charge to the joint account consistent with the value of the service rendered.

VI. INVENTORIES
Periodic Inventories, Notice and Representation
At reasonable intervuls, inventories shall be taken by Operator of the joint account material, which shall include all such material as is ordinarily
considered controllable by operators of oil and gas properties.

Written notice of intention to take inventory shall be given by Operator at least thirty (30) days before any inventory is to begin so that Non-
Operator may be represented when any inventory is taken,

Failure of Non-Operator to be represented at an inventory shall bind Non-Operator to accept the inventory taken by Operator, who shall in that
event furnish Non-Operator with a copy thereof.

Reconciliation and Adjustment of Inventories

Reconciliation of inventory with charges to the joint account shall be made by each party at interest, and a list of overages and shortages shall be
jointly determined by Operator and Non-Operator.

Inventory adjustments shall be made by Operator with the joint account for overages and shortages, but Operator shall be held accountable to Non-

Operator only for shortages due to lack of reasonable diligence.

Special Inventories .

Special inventories may be taken, at the expense of the purchaser, whenever there is any sale or change of interest in the joint property; and it shall
be the duty of the party selling to notify all other parties hereto as quickly as possible after the transfer of interest takes place. In such cases, both
the seller and the purchaser shall be represented and shall be governed by the inventory so taken.
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EXHIBIT Yo PASO-T-1955-2

Attached to and made a part of .C€Ttain agreement entitled
Unit Operating Agreement,
Mescalero Unit Area, Lea County, New Mexico

Dated the 1st day of June, 1960
ACCOUNTING PROCEDURE

(UNIT AND JOINT LEASE OPERATIONS)

I. GENERAL PROVISIONS
Definitions

“Joint property” as herein used shall be construed to mean the subject arca covered by the agreement to which this “Accounting Procedure” is at-
tached.

“Operator” as herein used shall be construed to mean the party designated to conduct the development and operation of the subject area for the
joint account of the parties hereto.

“Non-Operator” as herein used shall be: construed to mean any one or more of the non-operating partics.
Statements and Billings

Operator shall bill Non-Operator on or before the last day of each month for its proportionate share of costs and expenditures during the preced-
ing month. -Such bills witl be accompanied by statements, reflecting the cocal costs and charges as sec forch under Subparageaph. . £ below:
A. Statement in detail of all charges and credits to the joint account.
B. Statement of all charges and credits to the joint account, summarized by appropriate classifications indicative of the fiature thereof.
C. Statements as follows:

(1) Detailed statement of material ordinarily considered controllable by operators of oil and gas properties;

(2) Statement of ordinary charges and credits to the joint account summarized by appropriate classifications indicative of the nature thereof;

and )
(3) Detailed statement of any other charges and credits.

Payments by Non-Operator thirty (30)

Each party shall pay its proportion of all such bills within GiRXXXX) days after receipt thereof. If payment is not made within such time, the
unpaid balance shall bear interest at the rate of six per cent (6%) per annum until paid.

Adjustments

Payment of any such bills shall not prejudice the right of Non-Operator to protest or question the correctness thereof. Subject to the exception
noted in Paragraph § of this section I, all statements rendered to Non-Operator by Operator during any calendar year shall conclusively be presumed
to be true and correct after twenty-four (24) months following the end of any such calendar year, unless within the said twenty-four (24) month
period Non-Operator takes written exception thereto and makes claim on Operator for adjustment. Failure on the part of Non-Operator to make
claim on Operator for adjustment within such period shall establish the correctness thereof and preclude the filing of exceptions thereto or making
of claims for adjustment thereon. The provisions of this paragraph shall not prevent adjustments resulting from physical inventory of property as
provided for in Section VI, Inventories, hereof.

Audits

A Non-Operator, upon notice in writing to Operator and all other Non-Operators, shall have the right to audit Operator’s accounts and records
relating to the accounting hereunder for any calendar year within the twenty-four (24) month period following the end of such calendar year, pro-
vided, however, that Non-Operator must take written exception to and make claim upon the Operator for all discrepancies disclosed by said
audit within said twenty-four (24) month period. Where there are two or more Non-Operators, the Non-Operators shall make every reasonable

effort to conduct joint or simultaneous audits in a manner which will result in a minimum of inconvenience to the Operator.
L]

II. DEVELOPMENT AND OPERATING CHARGES

Subject to limitations bereinafter prescribed, Operator shall charge the joint account with the following items:
Rentals and Royalties

Delay or other rentals, when such rentals are paid by Operator for the joint account; royalties, when not paid directly to royalty owners by the
purchaser of the oil, gas, casinghead gas, or other products.

Labor

A. Salaries and wages of Operator’s employces directly engaged on the joint property in the development, maintenance, and operation thereof,

including salaries or wages paid to geologists and other employees who are temporarily assigned to and directly employed on a drilling well. )
B. Operator’s cost of holiday, vacation, sickness and disability benefits, and other customary allowances applicable to the salaries and wages charge-
able under Subparagraph 2 A and Paragraph 11 of this Section II. Costs under this Subparagraph 2 B may be charged on a “when and as
paid basis” or by “percentage assessment” on the amount of salaries and wages chargeable under Subparagraph 2 A and Paragraph 11 of this
Section II. If percentage assessment is used, the rate shall be based on the Operator’s cost experience.
Costs of expenditures or contributions made pursuant to assessments imposed by governmental authority which are applicable to Operator’s labor
cost of salaries and wages as provided under Subparagraphs 2 A, 2 B, and Paragraph 11 of this Section IL

Employee Benefits

C.

Operator’s current cost of established plans for employees’ group life insurance, hospitalization, pension, retirement, stock purchase, thrift, bonus,
and other benefit plans of a like nature, applicable to Operator’s labor cost, provided that the total of such charges shall not exceed ten per cent
(10%) of Operator’s labor costs as provided in Subparagraphs A and B of Paragraph 2 of this Section II and in Paragraph 11 of this Section II.
Material ’

Material, equipment, and supplies purchased or furnished by Operator for use of the joint property. So far as it is reasonably practical and con-
sistent with efficient and economical operation, only such material shall be purchased for or transferred to the joint property as may be required for
immediate use; and the accumulation of surplus stocks shall be avoided.

Transportation .
Transportation of employees, equipment, material, and supplies necessary for the development, maintenance, and operation of the joint property
subject to the following limitations:

A. If material is moved o the joint property from vendor's or from the Operator’s warchouse or other properties, no charge shall be made to the

joint account for a distance greater than the distance from the nearest reliable supply store or railway receiving point where such material is
available, except by special agreement with Non-Operator.
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B. If surplus material is moved to Operator’s warchouse vr other storage point, no charge shall be made to the joint account for a distance greater
than the distance from the nearest reliable supply store or railway receiving point, except by special agreement with Non-Operator.  No charge

shall be made to the juint account for moving material to other properties belonging to Operator, except by special agreement with Non-Operator.

Service

A. Outside Services:
The cost of contract services and utilities procured from outside sources.

B. Use of Operator's Equipment and Facilities:
Use of and service by Operator’s exclusively owned equipment and facilities as provided in Paragraph 5 of Section NI entitled “Operator’s Ex-
clusively Owned Facilities.”

Damages and Losses to Joint Property and Equipment

All costs or expenses necessary to replace or repair damages or losses incurred by fire, flood, storm, theft, accident, or any other cause not con-
trollable by Operator through the excrcise of reasonable diligence. Operator shall furnish Non-Operator written notice of damages or lesses in-
curred as soon as practicable after report of the same has been reccived by Operator.

Litigation Expense

All costs and expenses of litigation, or legal services otherwise necessary or expedient for the protection of the joint interests, including attorneys’

fees and expenses as hereinafter provided, together with all judgments obtained against the parties or any of them on account of the joint operations

under this agreement, and actual expenses incurred by any party or parties hercto in securing evidence for the purpose of defending against any
action or claim prostcuted or urged against the joint account or the subject matter of this agreement.

A. If a majority of the intercsts hereunder shall so agree, actions or claims affecting the joint interests hereunder may be handled by the legal
staff of one or more of the parties hereto; and a charge commensurate with cost of providing and furnishing such services rendered may be
made against the joint account; but no such charge shall be made until approved by the legal departments of or attorneys for the respective
partics hereto.

B. Fees and expenses of outside attorneys shall not be charged to the joint account unless authorized by the majority of the interests hereunder.

Taxes

All taxes of every kind and nature assessed or levied upon or in connection with the properties which are the subject of this agreement, the produc-
tion therefrom or the operation thereof, and which taxes have been paid by the Operator for the benefic of the parties hereto.

Insurance and Claims
A. Premiums paid for insurance required to be carried for the benefit of the joint account, together with all expenditures incurred and paid in
settlement of any and all losses, claims, damages, judgments, and other expenses, including legal services, not recovered from insurance carrier.

B. If no insurance is required to be carried, all actual expenditures incurred and paid by Operator in settlement of any and all losses, claims, dam-
ages, judgments, and any other expenses, including legal services, shall be charged to the joint account.

District and Camp Expense (Field Supervision and Camp Expense)

A pro rata portion of the salaries and expenses of Operator’s production superintendent and other employees serving the joint property and other
properties of the Operator in the same operating area, whose time is no( allocated, directly to the properties, and a pro rata portion of the cost of
maintaining and operating a production office known as Operator’s . 0 bS District

office located at or near .. HQth, New Mexico . . —.ee (or a comparable office if location ch:mged), and

necessary suboffices (if :ln)) maintained for the convenience of the above- des\.nbed offu.e, and all necessary camps, including housing facilities for

employees if required, used in the conduct of the operations on the joint property and other properties operated in the same locality. The expense
of, less any revenue from, these facilities should be inclusive of depreciation or a fair monthly rental in licu of depreciation on the investment. Such
chazges shall be apportioned to all properties sHEXI N XHIEEHHHHK KHK HH KKK KXK OBERIOBODXMK ¥xkxkX on the basis
of one drilling well equals six producing wells.

Administrative Overhead

Operator shall have the right to assess against the joint property covered hercby the following management and administrative overhead charges,
which shall be in licu of all expenses of all offices of the Operator not covered by Section 11, Paragraph 11, above, including salaries and expenses
of personnel assigned to such offices, except that salaries of geologists and other employees of Operator who are temporarily assigned to and directly
serving on the joint property will be charged as provided in Section 1I, Paragraph 2, above. Salaries and expenses of other technical employees as-
signed to such offices will be considered as covered by overhead charges in this paragraph unless charges for such salaries and expenses are agreed
upon between Opergtor and Non-Operator as a direct charge to the joint property.

WELL BASIS (Rate Per Well Per Month)

PRODUCING WELL RATE
DRILL;I:?EWELL (Use Completion Depth)

All Waells
Well Depth Each Well First Five Next Five Over Ten

_All Depths $350.00 60.00 20.00 49,00

A. Overhead charges for drilling wells shall begin on the date each well is spudded and terminate when it is on production or is plugged, as the
case may be, except that no charge shall be made during the suspension of drilling operations for fifteen (15) or more consecutive days.
B. In connection with overhead charges, the status of wells shall be as follows:

. (1) Injection wells for recovery operations, such as for repressure or water flood, shall be included in the overhead schedule the same as produc-
ing oil wells.

(2) Water supply wells utilized for water flovding operations shall be included in the overhead schedule the same as producing ml wells.
(3) Producing gas wells shall be included in the overhead schedule the same as producing oil wells.
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(4) Wells permanently shut down but on which plugging operations are deferred shall be dropped from the overhead schedule at the time the
shutdown is effected. When such wells are plugged, overhead shall be charged at the producing well rate during the time required for the
plugging operation.

(5) Wells being plugged back, drilled deeper, or converted to a source or input well shall be included in the overhead schedule the same as drill-
ing wells.

(6) Temporarily shut-down wells (other than by governmental regulatory body) which are not produced or worked upon for a period of a full
calendar month shall not be included in the overhead schedule; however, wells shut in by governmental regulatory body shall be included
in the overhead schedule only in the evenc the allowable production is transferred to other wells on the same property. In the event of a
unit allowable, all wells capable of prc;ducing will be counted in determining the overhead charge.

(7) Wells completed in dual or multiple horizons shall be considered as two wells in the producing overhead schedule.

(8) Lease salt water disposal wells shall not be included in the overhead schedule unless such wells are used in a secondary recovery program
on the joint property.

C. The above overhead schedule for producing wells shall be applied to the total number of wells operated under the Operating Agreement to which
this accounting procedure is attached, irrespective of individual leases.

D. 1t is specifically understood that the above overhead rates apply only to drilling and producing operations and are not intended to cover the
construction or operation of additional facilities such as, but not limited to, gasoline plants, compressor plants, repressuring projects, salt water
disposal facilities, and similar installacions.  1f at any time any or all of these become necessary to the operation, a separate agreement will be
reached rclative to an overhead charge and allocation of district expense.

E. The above specific overhead rates may be amended from time to time by agreement between Operator and Non-Operator if, in pracrice, they are
found to be insufficient or excessive.

13. Operator’s Fully Owned Warehouse Operating and Maintenance Expense
(Describe fully the agreed procedure to be followed by the Operator.)
O Nonme . .. . . . . e
14. Other Expenditures
Any expenditure, other than expenditures which are covered and dealt with by the foregoing provisions of this Secrion 11, incurred by the Opera-
tor for the neccssary and proper development, maintenance, and operation of the joint property.
III. BASIS OF CHARGES TO JOINT ACCOUNT
1. Purchases .
Material and equipment purchased and service procured shall be charged ac price paid by Operator after deduction of all discounts actually received.
2. Material Furnished by Operator
Material required for operations shall be purchased for direct charge to joint account whenever practicable, except that Operator may furnish such
material from Operator’s stocks under the following conditions:
A. New Material (Condition “A”)

(1) New material transferred from Operator’s warehouse or other properties shall be priced f.o.b. the nearest reputable supply store or railway
receiving point, where such material is available, at current replacement cost of the same kind of material. This will include material, such
as tanks, pumping units, sucker rods, engines, and other major equipment. Tubular goods, two-inch (2”) and over, shall be priced on car-
load basis effective at date of transfer and f.o.b. railway receiving point nearest the joint account operation, regardless of quantity transferred.

(2) Other material shall be priced on basis of a reputable suppl® oy o prefeeenia i pice list effective at date of transfer and f.ob. the store
or railway receiving point ncarest the joint account opera e seenomateraad s available,

{3) Cash discount shall not be allowed.

B. Used Material (Condition "B and “C")

(1) Material which is in sound and serviceable condition and is suitable for reuse without reconditioning shall be classed as Condition "B” and
priced at seventy-five per cent (75%) of new price.

(2) Material which cannot be classified as Condition “B" but which,

(a) After reconditioning will be further serviceable for original function as good secondhand material (Condition “B™), or
(b) Is serviccable for original function but substantially not suitable fur reconditioning,
shall be classed as Condition “C" and priced at fifty per cent (505 ) of new price.
(5) Material which cannot be classified as Condition “B” or Condition “C" shall be priced at a value commensurate with its use.
(4) Tanks, buildings, and other equipment involving erection costs shall be charged at applicable percentage of knocked-down new price.
3. Premium Prices
Whenever materials and equipment are not readily obtainable at the customary supply point and at prices specified in Paragraphs 1 and 2. of this
Section 1H because of national emergencics, strikes or other unusual causes over which the Operator has no control, the Operator may charge the
joint account for the required materials on the basis of the Operator’s direct cost and expense incurred in procuring such materials, in making it
suitable for use, and in moving it to the location, provided, however, that notice in writing is furnished to Non-Operator of the proposed charge prior
to billing the Non-Operator for the material and/or equipment acquired pursuant to this provision, whereupon Non-Operator shall have the righe,
by so clecting and notifying Operator within 10 days after receiving notice from the Operator, to furnish in kind, or in tonnage as the parties may
agree, at the location, nearest railway receiving point, or Operator’s storage point within a comparable distance, all or part of his share of matcrial
and/or equipment suitable for use and acceptable to the Operator.  Transportation costs on any such material furnished by Non-Operator, at any
point other than ac the location, shall be borne by such Non-Operatar. If, pursuzat to the provisions of this paragraph, any Non-Operator furnishes
material and/or equipment in kind, the Operator shall muke appropriate credits therefor to the account of said Non-Operator.
4. Warranty of Material Furnished by Operator
Operator does not warrant the material furnished beyond or back of the dealer’s or manufacturer’s guaranty; and in case of defective marerial, cred-
it shall not be passed until adjustment has been received by Operator from the manufacturers or their agents. '
5. Operator’s Exclusively Owned Facilities

The following rates shall apply to service rendercd to the joint account by faciities owned exclusively by Operator:
A. Water, fuel, puwer, compressor and other auxiliary services at rates commensurate with cost of providing and furnishing such service to the

joint account bur nut exceeding rates currently prevailing in che field where the joint property is located.
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B. Autumotive cquipment at rates commensurate with cost of ownership and operation. Such rates should generally be in line with the schedule of
rates adopted by the Petroleum Motor Transport Association, or some other recognized organization, as recommended uniform charges against
joint account operations and revised from time to time. Automotive rates shall include cost of oil, gas, repairs, insurance, and other operating
expense and depreciation; and charges shall be based on use in actual service on, or in connection with, the joint account operations. Truck
and tractor rates may include wages and expenses of driver.

C. A fair rate shall be charged for the use of drilling and cleaning-ovt tools and any other items of Operator’s fully owned machiner)j’ or equip-
ment whick shall be ample to cover maintenance, repairs, depreciation, and the service furnished the joint property; provided that such charges
shall not exceed those currently prevailing in the field where the joint property is located. Pulling units shall be charged at hourly rates com-
mensurate with the cost of ownership and operation, which shall include repairs and maintenance, operating supplies, insurance, depreciation, and
taxes. Pulling unit rates may include wages and expenses of the operator.

D. A fair rate shall be charged for laboratory services performed by Operator for the benefic of the joint account, such as gas, water, core, and any
other analyses and tests; provided such charges shall not exceed those currently prevailing if performed by outside service laboratories.

Whencver requested, Operator shall inform Non-Operator in advance of the rates it proposes to charge.

F. Rates shall be revised and adjusted from time to time when found to be either excessive or insufficient.

IV. DISPOSAL OF LEASE EQUIPMENT AND MATERIAL

The Operator shall be under no obligation to purchase interest of Non-Operator in surplus new or secondhand material. The disposition of major
items of surplus material, such as derricks, tanks, engines, pumping units, and tubular goods, shall be subject to mutval determination by the parties
hereto; provided Operator shall have the right to dispose of normal accumulations of junk and scrap material either by transfer or sale from the
joint property,

Material Purchased by the Operator or Non-Operator

Material purchased by either the Operator or Non-Operator shall be credited by the Operator to the joint account for the month in which the
material is removed by the purchaser.

Division in Kind

Division of material in kind, if made berween Operator and Non-Operator, shall be in proportion to their respective interests in such material. Each
party will thereupon be charged individually with the value of the material reccived or receivable by each party, and corresponding credits will be
made by the Operator to the joint account. Such credits shall appear in the monthly statement of operations.

Sales to Outsiders '

Sales to outsiders of material from the joint property shall be credited by Operator to the joint account at the net amount collected by Operator
from vendee. Any claims by vendee for defective material or otherwise shall be charged back to the joint account if and when paid by Operator.

V. BASIS OF PRICING MATERIAL TRANSFERRED FROM JOINT ACCOUNT

Material purchased by either Operator or Non-Operator or divided in kind, unless otherwise agreed, shall be
valued on the following basis:

New Price Defined

New price as used in the following paragraphs shall have the same meaning and application as that used above in Section IlI, “Basis of Charges to
Joint Account.” :

New Material

New macerial (Condition “A”), being new material procured for the joint account but never used thereon, at one hundred per cent (100%) of cur-
rent new price (plus sales tax if any). '

Good Used Material

Good used material (Condition “B”), being used material in sound and serviceable condition, suitable for reuse without reconditioning:
A. At seventy-five per cent (75%) of current new price if material was charged to joint account as new, or

B. At sixty-five per cent (65%) of current new price if material was originally charged to the joint property as secondhand at seventy-five per
cent (75%) of new price.

Other Used Material

Used material (Condition “C”), at fifty per cent (50%) of current new price, being used material which: ‘

A. After reconditioning will be further serviceable for original function as good secondhand material (Condition “B"), or

B. Is serviceable for original function but substantially not suitable for reconditioning.

Bad-Order Material

Material and equipment (Condition “D"), which is no longer usable for its original purposc without excessive repair cost but is further usable for
some other purpose, shall be priced on a basis comparable with that of items normally used for that purpose.

Junk

Junk (Condition “E”), being obsolete and scrap material, at prevailing prices.

Temporarily Used Material

When the use of material is temporary and its service to the joint account does not justify the reduction in price as provided in Paragraph 3 B,
above, such material shall be priced on a basis that will leave a net charge to the joint account consistent with the value of the service rendered.

VI. INVENTORIES
Periodic Inventories, Notice and Representation
At reasonable intervals, inventories shall be taken by Operator of the joint account material, which shall include all such material as is ordmanly
considered concrollable by operators of oil and gas properties.

Written notice of intention to take inventory shall be given by Operator at least thirty (30) days before any inventory is to begin so that Non-
Operator may be represented when any inventory is taken.

Failure of Non-Operator to be represented ar an inventory shall bind Non-Operator to accept the inventory taken by Operator, who shall in that
event furnish Non-Operator with a copy thereof.

Reconciliation and Adjustment of Inventories

Reconciliation of inventory with charges to the joint account shall be made by each party at incerest, and a lisc of overages and shortages shall be
jointly determined by Operator and Non-Operator.

Inventory adjustments shall be made by Operator with the joint account for overages and shortages, but Operator shail be held accountable to Non-
Operator only for shortages due to lack of reasonable diligence.

Special Inventories

.

Special inventories may be taken, at the expense of the purchaser, whenever there is any sale or change of interest in the joint property; and it shall
be the duty of the party selling to notify all other parties hereto as quickly as possible after the transfer of interest takes place. In such cases, both
the scller and the purchaser shall be represented and shall be governed by the inventory so taken.

—_4



EXHIBIT "D"

Attached to and made a part of that certain agreement
entitled Unit Operating Agreement, Mescalero Unit Area,
Lea County, New Mexico, dated the 1st day of June, 1960.

INITIAL TEST WELL

LOCATION Section 6, Township 19 South, Range 34 East,
. ’ N.M.PnM-

DRILLING OPERATIONS To be conducted by Unit Operator.

TEST WELL Unit Operator agrees to commence or cause

to be commenced within 6 months from the
date of approval of the Unit Agreement
the test well required by Section 9 of
said Unit Agreement.

The cost of drilling, completing, testing
and equipping said well or plugging and
abandoning same, as the case may be, shall
be paid by all the parties hereto in the
proportion that their respective committed
working interest acreage holdings in the
Unit Area bear to the total committed
working interest acreage holdings in the
Unit Area owned by all the parties hereto;
provided that such apportionment shall be
subject to any existing agreements between
two or more of the parties hereto specify-
ing, as between the parties to such exist~
ing agreements, a different basis for
payment of costs or the earning of addi-
tional interests by drilling, deepening or
contributing to the drilling or deepening
of the initial test well.



UNIT AGREEMENT s
FOR THE DEVELOPMENT AND O gz}_r; A
OF THE 8RE EXAR

MESCALERO UNIT ARFA oL CQNDEQV/\TH ON

1 N
COUNTY OF LEA BT Ne. /7
STATE QOF NEW NEXICO\ 5;7 EXFL_ ;
\_———————*
TABLE OF CONTENTS
Preliminary Recitals . 1
Section 1 - Enabling Act and Regulatlons 2
Section 2 - Unit Area . . . 2
Section 3 - Unitized Land and Unltlzed Substances . 4
Section 4 = Unit Operator . . . 5
Section 5 - Resignation or Removal of Unlt Operator . 5
Section 6 = Successor Unit Operator . . . 6
Section 7 - Accounting Provisions and Unlt Operatlng

Agreement . . . 6
Section 8 - Rights and Obllgatlons of Unlt Operator . 7
Section 9 - Drilling to Discovery . . 8
Section 10 - Plan of Further Development and Operatlon . 9
Section 11 - Participation after Discovery . 10
Section 12 - Allcocation of Production 11
Section 13 - Development or Operation of Non—Part1c1pat1ng

Land or Formations and Drilling of Wells

not Mutually Agreed Upon . . . . . . « . . 12
Section 14 - Royalty Settlement . . . . . . . . & o o . . 13
Section 15 - Rental Settlement . . . . . . « « « « « o .. 14
Section 16 - Conservation . . . . ¢« « ¢ v v v v o o o o 15
Section 17 - Drainage . . . . 15
Section 18 - Leases and Contracts Conformed and Extended . 15
Section 19 - Covenants Run With Land . . . . . . . . . . . 17
Section 20 - Effective Date and Term . . . e e e e 18
Section 21 - Rate of Prospecting, Development and

Production . . . e e e e e e e e e 18
Section 22 = Conflict of Superv131on e e e e e e e e e 19
Section 23 - ADDEATANCES + v v 4 o« o o o o o o o & s o e s 19
Section 24 - Notices . . . e e e e e e e e 20
Section 25 - No Waiver of Certaln nghts e e e e e e e 20
Section 26 - Unavoidable Delay . . . + + & 4 o o o o & + & 20
Section 27 - Fair Employment . . o « « +« o v ¢« o o & ¢ « & 20
Section 28 - Loss of Title . . . . e e e e 21
Section 29 - Non-Joinder and Sdbsequent J01nder e e e e 21
Section 30 - Counterparts . . .« « o ¢ ¢« o « o ¢ « o o « 22
Section 31 - Taxes . . . e e e e e e e e e e e e 23
Section 32 - No Partnershlp e e e e e e e e e e e e 23

EXHIBITS

Exhibit "A" - Map of Unit Area
Exhibit "B" - Schedule of Ownership in Lands



[

10
11

12

24
25
26
27

28

UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION
OF THE MESCALERO UNIT AREA
COUNTY OF LEA
STATE OF NEW MEXICO

NO.

THIS AGREEMENT, entered into as of the lst day of June, 1960, by and
between the parties subscribing, ratifying or consenting hereto, and herein
referred to as the "parties hereto,"

WIINESSELIH:

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

WHEREAS, the Mineral Leasing Act of February 25, 1920, 41 Stat. 437,
as amended, 30 U.S.C. Sec. 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 develop-
ment or operation of any oil or gas pool, field, or like area, or any part there-
of, for the purpose of more properly conserving the natural resources thereof
whenever determined and certified by the Secretary of the Interior to be necessary
or advisable in the public interest; and

WHEREAS, the Commissioner of Public Lands of the State of New Mexico
is authorized by an act of the Legislature (Chapter 88, Laws 1943) to consent
to and approve the development or operation of lands of the State of New Mexico
under this agreewent; and

WHEREAS, the 011 Conservation Commission of the State of New Mexico
is authorized by an act of the Legislature (Chapter 72, Laws 1935, as amended
by Chapter 193, Laws of 1937, Chapter 166, Laws of 1941, and Chapter 168, Laws
of 1949) to approve this agreement and the conservation provisions hereof; and

WHEREAS, the parties hereto hold sufficient interests in the Mescalero
Unit Area covering the land hereinafter described to give reasonably effective
control of operations therein; and

WHEREAS, i1t is the purpose of the parties hereto to conserve natural
resources, prevent waste, and secure cther benefits obtainable through develop-
ment and operation of the area subject to this agreement under the terms, con-

ditions, and limitations herein set forth;
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NOW, THEREFORE, in consideration of the premises and the promises herein
contained, the parties hereto commit to this agreement their respective interests
in the below-defined unit area, and agree severally among themselves asg follows:

1. ENABLING ACT AND REGULATIONS,

The Mineral leasing Act of February 25, 1920, as amended, supra, and
all valid pertinent regulations, including operating and unit plan regulations,
heretofore issued thereunder or valid pertinent and reasonable regulations here-
after 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 drilling and producing opera-
tione, not inconsistent with the terms hereof or the laws of New Mexico are hereby
accepted and made a par®t of this agreement.

2. UNIT AREA.

The area specified on the map attached hereto marked Exhibit "A"™ is
hereby designated and recognized as constituting the unit area, containing 4,988.55
acres, more or less,

Exhibit "A'" shows, in addition to the boundary of the unit area, the
boundaries and identity of iracts and leases in said area to the extent known to
the Unit Operator. Exhibit "B" attached hereto is a schedule showing to the ex-
tent known to the Unit Operator the acreage, percentage, and kind of ownership of
0il and gas interests in all land in the unit area. However, nothing herein or
in said schedule or map shall be construed as a representation by any party here-
to as to the ownership of any interest other than such interest or interests as
are shown in said map or scinedule 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 Supervisor, herein-
after referred to as "Supervisor," or when requested by the Commissioner of
Public Lands of the State of New Mexico, hereinafter referred to as "Commissioner,"
and not less than six copies of the revised exhibits shall be filed with the
Supervisor and copies thereof shall be filed with the Commissioner and the New
Mexico Oil Conservation Commission, hereinafter referred to 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
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or advisable for the purposes of this agreement, or shall be contracted to ex-
clude lands not within any participating area whenever such expansion or contrac-
tion is necessary or advisable to conform with the purposes of this agreement.
Such expansion or contraction shall be effected in the following manner:
(a) Unit Operator, on its own motion or on demand of the Director of

the Geoiogical Survey, hereinafter referred to as "Director," or on demand of

the Commissioner, after preliminary concurrence of the Director, shall prepare

a notice of proposed expansion or contraction describing the contemplated changes
in the boundaries of the unit area, the reasons therefor, and the proposed effec~
tive date thereof, preferably the first day of a month subsequent to the date of

notice.

(b) Said notice shall be delivered to the Commission, the Commissioner,

and the Supervisor, and copies thereof mailed to the last known address of each
working interest owner, lessee, and lessor whose interests are affected, advis-
ing that thirty days will be allowed for submission to the Unit Operator of any
objections.

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

(d) After due consideration of all pertinent information, the expan-
sion or contraction shall, upon approval by the Commission, the Commissioner, and
the Director, become effective as of the date prescribed in the notice thereof.

(e) All legal subdivisions of unitized lands (i.e., 40 acres by Gov-
ernment survey or its nearest lot or tract equivalent in instances of irregular

surveys, however, unusually large lots or tracts shall be considered in multiples

of 40 acres, or the nearest aliquot equivalent thereof, for the purpose of elimin-

ation under this subsection), no parts of which are entitled to be in a partici-~
pating area within five years after the first day of the month following the
effective date of the first initial participating area established under this
unit agreement, shall be eliminated automatically from this agreement, effective

as of the first day thereafter, and such lands shall no longer be a part of the
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unit area and shall no longer be subject to this agreement, unless at the ex-
piration of said 5-year period diligent drilling operations are in progress on
unitized lands not entitled to participation, in which event all such lands shall
remain subject hereto for so long as such drilling operations are continued dili-
gently, with not more than 90 days' time elapsing between the completion of one
such well and the commencement of the next such well, except that the time allowed
between such wells shall not expire earlier than 30 days after the expiration 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 here-
of entitled "Unavoidable Delay"; provided that all legal subdivisons of land not
in a participating area and not entitled to become participating under the ap-
plicable provisions of this agreement within 10 years after said first day of
the month following the effective date of said first initial participating area
shall be eliminated as above specified. Determination of creditable "Unavoid-
able Delay" time shall be made by Unit Operator and subject to approval of the
Commissioner and the Director. The Unit Operator shall, within 90 days after
the effective date of any elimination hereunder, describe the area so eliminated
to the satisfaction of the Commissioner and the Director and promptly notify all
parties in interest.

If conditions warrant extension of the 10-year period specified in
this subsection 2(e), a single extension of not to exceed 2 years may be accom-
plished by consent of the owners of 90% of the current unitized working interests
and 60% of the current unitized basic royalty interests (exclusive of the basic
royalty interests of the United States), on a total-nonparticipating-acreage
basis, respectively, with approval of the Commissioner and the Director, pro-
vided such extension application is submitted to the Commissioner and the
Director not later than 60 days prior to the expiration of sald 10-year period.

Any expansion of the unit area pursuant to this section which embraces
lands theretofore eliminated pursuant to this subsection 2(e) shall not be con-
sidered automatic commitment or recommitment of such lands.

3. UNITIZED LAND AND UNITIZED SUBSTANCES.

A1l land committed to this agreement shall constitute land referred to
herein as "unitized land" or "land subject to this agreement." All oil and gas

in any and all formations of the unitized land are unitized under the terms of
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this agreement and herein are called "unitized substances.™

4. UNIT OPERATOR.

Drilling and Exploration Company, Inc., with offices at Dallas, Texas,
is hereby designated as Unit Operator and by signature hereto as Unit Operator
agrees and consents to accept the duties and obligations of Unit Operator for
the discovery, development, and production of unitized substances as herein
provided. Whenever reference is made herein to the Unit Operator, such reference
means the Unit Operator acting in that capacity and not as an owner of interest
in unitized substances, and the term "working interest owner" when used herein
shall include or refer to Unit Operator as the owner of a working interest when
such an interest is owned by it.

5. RESIGNATION OR REMOVAL OF UNIT OPERATOR.

Unit Operator shall have the right to resign at any time prior to the
establishment of a participating area or areas hereunder, but such resignation
shall not become effective so as to release Unit Operator from the duties and
obligations of Unit Operator and terminate Unit Operator's rights as such for
a period of six months after notice of intention to resign has been served by
Unit Operator on all working interest owners and the Commission, the Commissioner,
and the Director, and until all wells then drilled hereunder are placed in a
satisfactory condition for suspension or abandonment whichever is required by
the Supervisor as to Federal lands and by the Commission as to other lands, un-
less a new Unit Operator shall have been selected and approved and shall have
taken over and assumed the duties and obligations of Unit Operator prior to the
expiration of said period.

Unit Operator shall have the right to resign in like manner and sub-
Ject to like limitations as above provided at any time a participating area
established hereunder is in existence, provided, that such resignation shall
not release Unit Operator from any liability for any default by it hereunder
occurring prior to the effective date of its 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 percent-
age vote of the owners of working interests determined in like manner as herein
provided for the selection of a new Unit Operator. Such removal shall be effec-

tive upon notice thereof to the Commissioner and the Director.
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At any time for any reason whatsoever there is no Unit Operator, until
a succegsor 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 thirty days before such resig-
nation or removal becomes effective appoint a common agent to represent them in
any action to be taken hereunder.

The resignation or removal of Unit Operator under this agreement shall
not 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, equipment and appurten-
ances needed for the preservation of any wells.

6. SUCCESSOR UNIT OPERATOR.

Whenever the Unit Operator shall tender his or its resignation as Unit
Operator or shall be removed as hereinabove provided, the owners of the working
interests in the participating area or areas according to their respective acre-
age 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 vote
select a successor Unit Operator; Provided, That, if a majority but not less
than seventy-five percent 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 operator. Such selection shall
not become effective until (a) a Unit Operator so selected shall accept in writ-
ing the duties and responsibilities of Unit Operator, and (b) the selection shall
Lave been approved by the Commissioner and the Director. If no successor Unit
Operator is selected and qualified as herein provided, the Commissioner and the
Director at their election may declare this unit agreement terminated.

7. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT,
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Costs and expenses incurred by Unit Operator in conducting unit operations 34
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hereunder shall be paid and apportioned among and borne by the owners 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, separately or collectively. Any agreement or agreements, entered into be-
tween the working interest owners and the Unit Operator as provided in this
section, whether one or more, are herein referred to as the "unit operating agree-
ment." Such unit operating agreement shall also provide the manner in which the
working interest owners shall be entitled to receive their respective proportion-
ate 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 interest 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 relleve the Unit Operator
of any right or obligation established under this unit agreement, 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 should be filed with the
Supervisor prior to approval of this unit agreement by the Director.
Notwithstanding any provision contained herein to the contrary, each
working interest owner shall have the right to take such owner's proportionate
share of the unitized substances in kind or to personally sell or dispose of the
same, and nothing herein contained shall be construed as giving or granting to
the Unit Operator the right to sell or otherwise dispose of the proportionate
share of any working interest owner without specific authorization from time to
time so to do.

8. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR.

Except as otherwise specifically provided herein, the exclusive right,
privilege, and duty of exercising 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 provided. Acceptable evidence of title
to said rights shall be deposited with said Unit Operator, and together with

this agreement, shall constitute and define the rights, privileges, and obligations
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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 agreement 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 herein specified.

9. DRILLING TO DISCOVERY.

Within six months after the effective date hereof, the Unit Operator
shall begin to drill an adequate test well at a location approved by the Super-
visor if on Federal land or the Commission if on State land, unless on such
effective date a well is being drilled conformably with the terms hereof, and
thereafter continue such drilling diligently until the Devonian formations have
been tested or until at a lesser depth unitized substances shall be discovered
which can be produced in paying quantities (to-wit: quantities sufficient to re-
pay the costs of drilling, and producing operations, with a reasonable profit) or
the Unit Operator shall at any time establish to the satisfaction of the Super-
visor if on Federal land or the Commissioner if on State land that further drill-
ing of said well would be unwarranted or impracticable, provided, however, that
Unit Operator shall not in any event be required to drill said well to a depth in
excess of 15,000 feet. Until discovery of a deposit of unitized substances cap-
able of being produced in paying quantities, the Unit QOperator shall continue
drilling diligently one well at a time, allowing not more than six months between
the completion of one well and the begimming of the next well, until a well cap-
able of producing unitized substances in paying quantities is completed to the
satisfaction of said Supervisor, 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
1imit 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 Commissioner and the Director may modify the
drilling requirements of this section by granting reasonable extensions of time
when, in their opinion, such action is warranted.

Upon failure to comply with the drilling provisions of this section,

the Commissioner and the Director may, after reasonable notice to the Unit
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Operator, and each working interest owner, lessee, and lessor at their last known
addresses, declare this unit agreement terminated.

10. PLAN OF FURTHER DEVELOPMENT AND OPERATION,

Within six months after completion of a well capable of producing uni-
tized substances in paying quantities, the Unit Operator shall submit for the
approval of the Commissioner and the Supervisor an acceptable plan of development
and operation for the unitized land which, when approved by the Commissioner and
the Supervisor, shall constitute the further drilling and operating obligations
of the Unit Operator under this agreement for the period specified therein. From
time to time before the expiration of any existing plan, the Unit Operator shall
submit for the approval of the Commissioner and the Supervisor 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 Commissioner and the Supervisor may determine to be necessary for timely devel-
opment 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 Commissioner and the Supervisor.
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 Commissioner and the Supervisor are authorized
to grant a reasonable extension of the six-month period herein prescribed for
submission of an initial plan of development where such action is justified be-
cause of unusual conditions or circumstances. After completion hereunder of a
well capable of producing any unitized substance in paying quantities, no further
wells, except such as may be necessary to afford protection against operations
not under this agreement or such as may be specifically approved by the Commis-—

sioner and the Supervisor, shall be drilled except in accordance with a plan
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of development approved as herein provided.

11. PARTICIPATION AFTER DISCOVERY.

Upon completion of a well capable of producing unitized substances in
paying quantities or as soon thereafier as required by the Commissioner or the
Supervisor, the Unit Operator shall submit for approval by the Commissioner and
the Director 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 Commissioner and the Director to constitute a par-
ticipating area, effective as of the date of completion of the well, or the
effective date of this unit agreement, whichever is later. Said schedule also
shall set forth the percentage of unitized substances 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 effective. 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 interests in the lands within the participating areas so to be combined,
on approval of the Commissioner and the Director. 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 1n paying quantities, or to exclude land then regarded as rea-
sonably proved not to be productive in paying quantities and the percentage of
allocation shall also be revised accordingly. 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 may be used if Jjustified by the Unit Operator and approved by the
Commissioner and the Director. No land shall be excluded from a participating
area on account of depletion of the unitized substances.

It is the intent of this section that a participating area shall
represent the area known or reasonably estimated to be productive in paying quan-

tities; but, regardless of any revision of the participating area, nothing herein
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contained shall be construed as requiring any retroactive adjustment for pro-
duction obtained prior to the effective date of the revision of the participating
area.

In the absence of agreement at any time between the Unit Operator, the
Commissioner, and the Director as to the proper definition and redefinition of a
participating area, or until a participating area has, or areas have, been estab-
lished as provided herein, the portion of all payments affected thereby may be
impounded in a manner mutually acceptable to the owners of working interests,
except royalties due the United States and the State of New Mexico, which shall
be determined by the Supervisor and the Commissioner and the amount thereof de-
posited as directed by the Supervisor, and the Commissioner, respectively, 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 and State royalty on the basis of such approved participating area.

Whenever 1t is determined, subject to the approval of the Supervisor
as to wells on Federal land, the Commissioner as to wells on State land, that a
well drilled under this agreement is not capable of production in paying quan-
tities and inclusion of the land on which it is situated in a participating area
is unwarranted, production from such well, for the purposes of settlement among
all parties other than working interest owners, shall 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 pro-
vided in the unit operating agreement.

12. ALLOCATION OF PRODUCTION.

A1l unitized substances produced from each participating area estab-
lished 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 repressuring or recycling in
accordance with a plan of development approved by the Commissioner and the Super-
visor, or unavoidably lost, shall be deemed to be produced equally on the acreage
basis from the several tracts of unitized land of the participating area estab-
lished for such production and, for the purpose of determining any benefits

accruing under this agreement, each such tract of unitized land shall have
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allocated to 1t such percentage of sald 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, except that allocation of production hereunder
for purposes other than for settlement of the royalty, overriding royalty and
payments out of production, shall be on the basis prescribed in the unit oper-
ating agreement whether in conformity with the basis of allocation herein set
forth or otherwise. It is hereby agreed that production of unitized substances
from a participating area shall be allocated as provided herein regardless of
whether any wells are drilled on any particular part or tract of sald partic-
ipating area. If any gas produced from one participating area is used for re-
pressuring or recycling purposes in another participating area, the first gas
withdrawn from such last mentioned participating area for sale during the life
of this agreement shall be considered to be the 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 production.

13. DEVELOPMENT OR OPERATION OF NON-PARTICIPATING LAND OR FORMATIONS AND

DRILLING OF WELLS NOT MUTUALLY AGREED UPON,

Any party or parties hereto owning or controlling the working interests
or a majority of the working interests in any unitized land having thereon a
regular well location may, with the approval of the Supervisor as to Federal land,
or the Commission as to State 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 1o test any formation for which a participating area has been
established if such location is not within said participating area, or drill any
well not mutually agreed to by all interested parties, unless within ninety 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 manner as other wells
are drilled by the Unit Operator under this agreement.

If any well drilled as aforesald by a working interest owner results in
production such that the land upon which it is situated may properly be included
in a participating area, such participating area shall be established or enlarged
as provided in this agreement, and the party or parties paying the cost of drill-

ing such well shall be reimbursed as provided in the unit operating agreement for
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the cost of drilling such well, 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 participating
area of the land upon which such well is situated, such well may be operated and
produced by the party drilling the same subject to the conservation requirements
of this agreement. The royalties in amount or value of production from any such
well shall be paid as specified in the underlying lease and agreements affected.

14. ROYALTY SETTLEMENT.

The United States and the State of New Mexico and all royalty owners
who, under existing contracts, are entitled to take in kind a share of the sub-
stances now unitized hereunder produced from any tract, shall hereafter be en-
titled to the right to take in kind their share of the unitized substances al-
located 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
interest owner, shall make deliveries of such royalty share taken in kind in
conformity with the applicable contracts, laws, and regulations. Settlement for
royalty interest not taken in kind shall be made by working interest owners
responsible therefor under existing contracts, laws, and regulations, on or before
the last day of each month for unitized substances produced during the preceding
calendar month; provided, however, that nothing herein contained shall operate
to relieve the lessees of any land from their respective lease obligations for
the payment of any royalties due under their leases.

If gas obtained from lands not subject to this agreement is introduced
into any participating area of the lands being operated hereunder, for use in
repressuring, stimulation of production, or increasing ultimate recovery, which
shall be in conformity with a plan first approved by the Commission, the Commis-
sioner, and the Supervisor, 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 any cause, may be withdrawn from the forma-
tion into which the gas was introduced, royalty free as to dry gas, but not as to
the products exiracted therefrom; provided that such withdrawal shall be at such

time as may be provided in the plan of operations or as may otherwise be consented
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to by the Commissioner and the Supervisor, as conforming to good petroleum engi-
neering practice, and provided further, that such right of withdrawal shall
terminate on the termination of this 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 land
ag provided herein at the rates specified in the respective Federal leases, or at
such lower rate or rates as may be authorized by law or regulation; provided, that
for leases con 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.

Royalty due on account of State lands shall be computed and paid on
the basis of all unitized substances allocated to such lands.

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 respective lease obligations for the payment
of any rental or minimum 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.

Rentals on State of New Mexico lands subject to this agreement shall
be paid at the rates specified in the respective leases.

With respect to any lease on non-Federal land, if and when committed
to this agreement, 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 drill-
ing operations, the rentals required thereby 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 area.
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16. CONSERVATION,

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. DRAINAGE.

The Unit Operator shall take appropriate and adequate measures to pre-
vent drainage of unitized substances from unitized land by wells on land not sub-
Ject to this agreement, or with the consent of the Director or the Commissioner,
respectively, pursuant to applicable regulations pay a fair and reasonable
compensatory royalty as determined by the Supervisor with consent of the Com-
missioner,

18. LEASES AND CONTRACTS CONFORMED AND EXTENDED.

The terms, conditions, and provisions of all leases, subleases, and
other contracts relating to exploration, drilling, development, or operation for
0il and 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 Secretary as to Federal leases and the Commissioner as
to State leases shall and each 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 require-
ments of Federal and State leases committed hereto and the regulations in respect
thereto to conform sald requirements to the provisions of this agreement, and,
without limiting the generality of the foregoing, all leases, subleases, and
contracts are particularly modified in accordance with the following:

(a) The development and operation of lands subject to this agreement
under the terms hereof shall be deemed full performance of all cobligations 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 development
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 nereto, or thelr respective predecessors in interest, or any of them.

(b) Drilling and producing operations performed hereunder upon any
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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 and the Commissioner,
or their duly authorized representatives, shall be deemed to constitute such
suspension pursuant to such direction or consent as to each and every tract of
unitized land.

(d) Each lease, sublease or contract relating to the exploration,
drilling, development or operation for oil or gas of lands other than those of
the United States and the State of New Mexico, committed to this agreement, if
any, which, by its terms might expire prior tc the termination of this agreement,
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 this agreement.

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

(f) EFach sublease or contract relating to the operation and develop-
ment 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 under-
lying lease, as extended by the immediately preceding paragraph, will expire, is
hereby extended beyond any such term so provided therein so that it shall be con-
tinued in full force and effect for and during the term of the underlying lease
as such term is herein extended.

(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 of February 25, 1920, as amended by the Act of July 29, 1954, (68 Stat.
583, 585): "Any (Federal) lease hereafter committed to any such (unit) plan em-

bracing lands that are in part within and in part outside of the area covered by
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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 nonunitized 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 quan-
tities."

(h) Any lease embracing lands of the State of New Mexico having only
a portion of its lands committed hereto shall be segregated as to the portion com-
mitted and as to the portion not committed and the terms of such leases shall
apply separately as to such segregated portions commencing as of the effective
date hereof. Notwithstanding any of the provisions of this agreement to the
contrary, any lease embracing lands of the State of New Mexico having only a
portion of its lands committed hereto shall continue in full force and effect be-
yond the term provided therein as to all lands embraced in such lease, if oil and
gas, or either of them, are discovered and are capable of being produced in paying
quantities from some part of the lands (either within or without the unit area)
embraced in such lease committed to this agreement at the expiration of the
secondary term of such lease; or if, at the expiration of the secondary term, the
lessee or the Unit Operator is then engaged in bona fide drilling or reworking
operations on some part of the lands embraced therein shall remain in full force
and effect so long as such operations are being diligently prosecuted, and if
they result in the production of oil or gas, said lease shall continue in full
force and effect as to all of the lands embraced therein, so long thereafter as
oil and gas, or eilther of them, are being produced in paying quantities from any
portion of said lands.

19. COVENANTS RUN WITH LAND.

The covenants herein shall be construed to be cavenants running with
the land with respect to the interest of the parties hereto and their successors
in interest until this agreement terminates, and any grant, transfer, or convey-
ance, of interest in land or leases subject hereto shall be and hereby is condi-
tioned upon the assumption of all privileges and obligations hereunder by the
grantee, transferee, or other successor in interest. No assignment or transfer of

any working interest, royalty, or other interest subject hereto shall be binding
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is furnished with the original, photostatic, or certified copy of the instrument
of transfer.

20, EFFECTIVE DATE AND TERM.

This agreement shall become effective upon approval by the Commissioner
and the Director, or their duly authorized representatives, as of the first day
of the month following approval by the Director and shall terminate five years
from said effective date unless

(a) such date of expiration is extended by the Commissioner and the
Director, 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 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 Commissioner and the Director, or

(¢c) a valuable discovery of unitized substances has been made on
unitized land during said initial term or any extension thereof, in which event
the agreement shall remain in effect for such term and so long as unitized sub-
stances can be produced in paying quantities, i.e., 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 there-
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 seventy-
five percent, on an acreage basis, of the owners of working interesis signatory
hereto, with the approval of the Commissioner and the Director; notice of any
such approval to be given by the Unit Operator to all parties hereto.

21. RATE OF PROSPECTING, DEVELOPMENT, AND PRODUCTION,

A1l unit production and the disposal thereof shall be in conformity
with allocations, allotments and quotas made or fixed by any duly authorized
person or regulatory body under any Federal or State statute. The Director is

hereby vested with authority to alter or modify from time to time, in his
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discretion, the rate of prospecting and development and within the limits made or
fixed by the Commission to alter or meodify the gquantity and rate of production
under this agreement, such authoriiy being hereby limited to alteration or modi-
fication in the public interest, the purpose thereof and the public interest to
be served thereby o be stated in the order of alteration or modification; pro-
vided, further, that no such alteration or modification shall be effective as to
any land of the State of New Mexico as to the rate of prospecting and development
in the absence of the specific written approval thereof by the Commissioner and
as to any lands of the State of New Mexico subject to this 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
after notice to Unit Operator and opportunity for hearing to be held not less
than fifteen days from notice.

22. CONFLICT OF SUPERVISION.

Neither the Unit Operator nor the working interest owners nor any of
them shall be subject to any forfeiture, termination or expiration of any rights
hereunder or under any leases or contracts subject hereto, or to any penalty or
liability on account of delay or failure in whole or in part to comply with any
applicable provision thereof to the extent that the said Unit Operator, working
interest owners or any of them are hindered, delayed or prevented from complying
therewith by reason of failure of the Unit Operator to obtain, in the exercise
of due diligence, the concurrence of proper representatives of the United States
and proper representatives of the State of New Mexico in and about any matters or
thing concerning which it is required herein that such concurrence be obtained.
The parties hereto, including the Commission, agree that all powers and authority
vested in the Commission in and by any provisions of this contract are vested in
the Commission and shall be exercised by it pursuant ito the provisions of the
laws of the State of New Mexico and subject in any case to appeal or judicial re-
view as may now or hereafter be provided by the laws of the State of New Mexico.

23. APPEARANCES.

Unit Operator shall, after notice to other parties affected, have the

right to appear for or on behalf of any and all interests affected hereby before

the Department of the Interior, the Commissioner and the Commission and to appeal
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from orders issued under regulations of said Department, the Commissioner or the
Commission, or to apply for relief from any of said regulations or in any pro-
ceedings relative to operations before the Department of the Interior, the Com~
missioner or the Commission, or any other legally constituted authority; pro-
vided, however, that any other interested party shall also have the right at his
own expense to be heard in any such proceeding.

24. NOTICES,

A1l 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 postpald 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 consent hereof
or to such other address as any such party may have furnished in writing to
party sending the notices, demand or statement.

25. NO WAIVER OF CERTAIN RIGHTS.

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 de-

fense as to the validity or invalidity of any law of the State wherein said uni-

tized 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 wailve.

26. UNAVOIDABLE DELAY.

A1l 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, inability to obtain necessary materials
in open market, or other matters beyond the reasonable control of the Unit
Operator whether similar to matters herein enumerated or not.

27. FAIR EMPLOYMENT.

In connection with the performence of work under this agreement, the

Unit Operator agrees not to discriminate against any employee or applicant for
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employment because of race, religion, color, or national origin. The aforesaid
provision shall include, but not be limited to, the following: employment, up-
grading, demotion, or transfer; recruitment or recruitment advertising, layoff
or termination; rates of pay or other forms of compensation; and selection for
training, including apprenticeship. The Unit Operator agrees to post hereafter
in conspicuous places, available for employees and applicants for employment,
notices 1o be provided by the contracting officer setting forth the provisions
of the nondiscrimination clause.

The Unit Operator agrees to insert the foregoing provision in all sub-
contracts hereunder, except subcontracts for standard commercial supplies or raw
materials.

28. L0OSS OF TITLE,

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, so that such tract is not
fully committed to this agreement and the operation thereof hereunder becomes im-
practical as a result thereof, 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 dis-
pute 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 until the dispute is finally settled; provided, that as to Federal
land and State land or leases, no payments of funds due the United States or the
State of New Mexico should be withheld, but such funds of the United States shall
be deposited as directed by the Supervisor, and such funds of the State shall be
deposited as directed by the Commissioner, 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 settiement.

Unit Operator as such is relieved from any responsibility for any de-
fect or failure of any title hereunder.

29. NON-JOINDER AND SUBSEQUENT JOINDER.

If the owner of any substantial 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, the Commissioner and the Unit Operator prior to
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the approval of this agreement by the Director. Any oil 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 subscribing 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. Joinder to the unit agreement by a working interest
owner, at any time, must be accompanied by appropriate joinder to the unit opera-
ting agreement, if more than one committed working interest owner is involved,
in order for the interest to be regarded as effectively committed to this unit
agreement. After operations are commenced hereunder, the right of a subsequent
Jjoinder, as provided in this section, by a working interest owner is subject to
such requirements or approvals, if any, pertaining to such Jjoinder, as may be
provided for in the unit operating agreement. After final approval hereof,
Joinder by a non-working interest owner 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 non-working interest.
Joinder by any owner of a non-working interest at any time 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 hereto. Except
as may otherwise herein be provided, subsequent jolnders to this agreement shall
be effective as of the first day of the month following the filing with the Com-
missioner and the Supervisor of duly executed counterparts of all or any papers
necessary to establish effective commitment of any tract to this agreement unless
objection to such joinder is duly made within sixty days by the Director or the
Commissioner.

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 bind-
ing 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 area.
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31. 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 agreement, or upon the
proceeds or net proceeds derived therefrom. The working interest owners on each
tract shall charge the proper proportion of said taxes to the royalty owners
having interests in said tracts, and currently retain and deduct sufficient of
the unitized substances or derivative preducts, or net proceeds thereof from the
allocated share of each royalty owner to secure reimbursement for the taxes so
paid. 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.

32. NO PARTNERSHIP.

It is expressly agreed that the relation of the parties hereto is that
of independent contractors and nothing in this agreement contained, expressed or
implied, nor any operations conducted hereunder, shall create or be deemed to have

created a partnership or association between the parties hereto or any of them.

IN WITNESS WHERECF, this unit agreement is executed by the undersigned

parties hereto as of the dates set opposite their respective signatures.

UNIT OPERATOR AND WORKING INTEREST OWNER

DRILLING AND EXPLORATION COMPANY, INC.

Date. By

Vice President
ATTEST:

Assistant Secretary
Exchange Bank Building
P. 0. Box 35366, Airlawn Station
Dallas 35, Texas
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OTHER WORKING INTEREST OWNERS

Date:

ATTEST:

Assistant Secretary
P. 0. Box 669
Roswell, New Mexico

Date:

ATTEST:

Assistant Secretary
710 Fair Building
Fort Worth 2, Texas

Date:

ATTEST:

Assistant Secretary
P. 0. Box 1410
Fort Worth, Texas

Date:

ATTEST:

Assistant Secretary

Date:

ATTEST:

Assistant Secretary
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GULF OIL CORPORATION

By.

Attorney-in-Fact

CONTINENTAL OIL COMPANY

By.

Attorney-in-Fact

PAN AMERICAN PETROLEUM CORPORATION

By.

Attorney-in-Fact
By.

Vice President
By.

Vice President



OTHER PARTIES

Date:

ATTEST:

Assistant Secretary

Date:

ATTEST:

Assistant Secretary

Date:

Address:

Witness:

Date:

Address:

Witness:

Date:

Address:

Witness:

Date:

Address.

Witness:
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By.

Vice President

Vice President




STATE OF )
) ss.
COUNTY OF )
The foregoing instrument was acknowledged before me this day of

, 19 , by , President of

, a corporation, in behalf of

said corporation.

My Commission Expires: Notary Public
STATE OF )
}  ss.
COUNTY OF )
The foregoing instrument was acknowledged before me this day of
, 19 , by , President of
, a corporation, in behalf of

said corporation.

My Commission Expires: Notary Public

STATE OF )
)  ss.
COUNTY OF )
The foregoing instrument was acknowledged before me this day of

, 19 , by , President of

, & corporation, in behalf of

said corporation.

My Commission Expires: Notary Public
STATE OF )
) ss.
COUNTY OF )
The foregoing instrument was acknowledged before me this day of
, 19 , by ’ President of
y 8 Eorporation in behalf of

sald corporation.

My Commission Expires: Notary Public




EXEIRIT "B" - MESCLLERQ UNIT - I13A COUNTY. NIW MEXICO Page 1
Working Interest Owmer Und.
) i #Seriel No. land Owner Option Agreeuent, Operstin;
Tract No. rof and Parcentage Record Owmner of lease Overriding Royalty Agreerment or Acsignment en
No. Description Acres .. .Lease Date of Royalty or Application Quwner and Pzrcentage Percentage of Interest
FEDERAL LANDS
T, 19 S., R. 34 E.
1 Sec. 7: SEINE} 120.00 NM 0999 U.S.A. Margaret Nettles Long None Drilling and Exploration
Sec. 8: whNwl 5-1-50 124% A1 Watts 1/4 Company, Inc. Al
5 years Bank of the Southwest (Option)
Ext. to National Association,
3-31-62 Houston, Texas, Trustee,
Est. of Rolla Lewis
Long (a/k/a R. L.
Long) Deceased 1/4
First City National Bank
of Houston, Texas
(formerly First National
Bank in Houston) Trustee,
Est. of Marguerite Suith
Walker, Deceased 1/2
2 Sec. 5: lots 1,2,3, 1234.36  NM 0999-A U.S.A. George W. Littlefield Mergaret Nettles Gulf O0il Corporation  Al]
shi, NS, 5-1-50 1234 A11 Long Watts 1.004  (Option)
SELSWE, w. 5 years Bank of the Southwest
Sec. 6: Lots 1,2,3,4, Ext. to National Association,
5,6, zm SE, 3-31-62 Houston, Texas, Trustee,
e, B Est. of Rolla Lewis

April 25, 1960

Hbﬂﬁ A”\W\Q R. L.

Long) Deceased 1.00%
First City National Bank

of Houston, Texas

(formerly First National
Bank in Houston) Trustee,
Est. of Marguerite Smith
Walker, Deceased 2.00%



EXHIBIT "B" - MESCALERD UNIT -~ LEA COUNTY, NIW MEXICO

Paga 2

Working Interest Cwner Unde

Serial No, Land Owner Option Agrecment, Cperating
Tract No. of and Percentage PRecord Owner of Lease Overriding Royalty Agrecuent or Assignment end
No, Description Acres lease Date of Royalty or Application Owner and Percentoge Percentege of Interest
FEDERAL LANDS (Continued)
T, 19 S., R. 34 E.
3 Seec. 7: lots 1,2,3,4, 1073.24 M 0999-B U.S.A. Hoover H, Wright 1/2 Margaret Nettles Pan American Oil
Eiwk, wWinl, 5-1-50 124% A1l Continental 0il Long Watis 1.006  Corporaticn 1/2
NEASE: 5 years Company 1/2 Bank of the Southwest (Option)
See, 8: Sk, NEF, EAnw} Ext. to National Associatiom, Continental 0il
3-31-62 Houston, Texas, Trustee, Company 1/2
Est. of Rolla Lewis (Assignment)
Hbum Aﬂ\ﬁ\ﬂ R. L.
Long) Deceased 1.00%
First City National Bank
of Houston, Texas
(formerly First National
Bank in Houston) Trustee,
Est. of Marguerite Swmith
Walker, Deceased 2,00%
4 Sec. 7: NEME} 40.00° NM 0999-C U.S.A. Gulf Oil Corporation Margaret Nettles Gulf 0il Corroration All
5-1~50 1234 A1l Long Watts 1.00#  (Assignment)
5 years Bank of the Southwest
Ext. to National Associationm,
3-31-62 Houston, Texas, Trustee,

April 25, 1960

Est. of Rolla lewis
H_.Qg A@\N\ﬂ R, L.
Long) Deceased 1,00%
First City National Benk
of Houston, Texas
(forwerly First National
Bank in Houston) Trustee,
Est. of Marguerite Smith
Walker, Deceased 2.00%
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Serial No., Land Owner

Faga 3

Viorking Interest Owmer Und:
Option Agreement, COperatin

Tract No. of and Percentage Record Owner of lease Overriding Royalty Agreement or Assignment an
No. Description Acres Lease Date of Royalty or Application Owner and Percentage Percentage of Interest
FEDERAL IANDS (Continued)
T. 19 S., R. 34 E,
5 Sec. 5: SW-swi 40,00 MM 0999-D U.S.A. Margaret Nettles Long None Drilling and Exploration
5-1-50 124% A1) Watts /4 Company, Inc, Al
5 years Bank of the Southwest (Option)
Ext. to National Association,
3-31-62 Houston, Texas, Trustee,
Est. of Rolla lLewis
Long (a/k/a R. L.
Long) Deceased /4
First City National Bank
of Houston, Texas
(formerly First Natiomal
Bank in Houston) Trustee,
Est. of Marguerite Smith
Walker, Deceased 1/2
6 Sec, 7: SE4SE: 40,00 NM 0999-E U.S.A. Drilling and Exploration Margaret Nettles Drilling and Exploration
5=1-50 121% A11 Company, Inc. Long Watts 1,008  Company, Inc, Al
5 years Bank of the Southwest (Assignment)
Ext., to National Association,
3-31-62 Houston, Texas, Trustee

April 25, 1960

Est. of Rolla lewis

Long (a/k/a R. L.

Long) Deceased  1.00%

First City National Bank

of Houston, Texas
(forwerly First National

Bank in Houston) Trustee,

Est. of Merguerite Smith
Walker, Deceased 2,00%



EXHIBIT "B" -~ MESCALTRO UNIT - LEA COUNTY, NEW MEXICO Page 4

Working Interest Owner Und

Serial No. Land Owner Option Agreement, Operatin
Tract No. of and Percentage Record Owner of Lease Overriding Royalty Agreement or Assignuwent an
No. Desceription Acres lease Date of Royalty or Application Owner and Percentage Percentage of Interest
FEDERAL IANDS (Continued)
\H. Ho MIb Hﬂ. wu m.
7 Sec. 1: NwisER 40,00 MM 01176  U.S.A. Charles B. Gonzales 1/4 Albuquerque National Bank, Drilling and Exploration
4=1~50 1214 A1 Levi A. Hughes 1/4  Trustee, Est. of F. A, Company, Inc. A1
5 years Leroy English 5/12  Andrews, Deceased 0,2500% (Option)
Ext, to Evelyn Ann English, Mary Lorena Higgins,
2-28-62 Administratrix of Trustee for heirs &

April 25, 1960

Est. of P, B,
gmu.wgh -.—.H-Db :
Deceased 1/12

devisees of E. C,
Higgins, Deceased 0.3750%

0il Royalties
Corporation 0.3750%
J. H, Ceupbell 0. 6250%
Jess Lynch 0.1250%
Roy G. Barton 0.1250%
Mrs. Lou Baeker 1.5625%
George E. Bobb 0.8125%
Fern Sullivan 0.2500%

Nona Bell Saunders mr%
5



EXHIBIT "B" -~ MESCALFPO UNIT - LEA COUNTY, NEW MEXTCO Page 5
Working Interest Owner Unde

, Serial No. Land Owner Option Agreement, Operating
Traet No. of and Percentage Record Owner of Lease Overriding Royalty Agreement or Assignment and
No, Description Acres leage Dete of Royalty or Application Owner and Percentage Percentags of Interest

FEDIRAL LANDS (Continued)

T, ] R E

8 Sec. 1l: SwWised 40.00 MM 01176-A U.S.A. Drilling end Exploration Albuquerque Natiocnal Bank, Drilling end Exploration
4=1-50 123% A1l Company, Inc. Trustee, Est. of F. A. Company, Inc. A1l
5 years Andrews, Deceased 0,2500% (Assignment)
Ext, to Mary Lorene Higgins,

2-28-62 Trustee for heirs &
. devisees of E. C.
Higgins, Deceased 0,3750%
0il Royalties

Corporation 0.3750%

J. H. Campbell 0.6250%
Jess Lynch 0.1250%
Roy G. Barton 0.1250%
Mrs. Lou Baker 1,5625%
George E. Bobb 0.8125%
Fern Sullivan 0.2500%
Nona Bell Saunders O,5000%
5,0000%

April 25, 1960
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: Working Interest Owner Unde
mwuwmwzo.guaogmu ou.«ugbmemmamaa.ovowmﬁum

Tract No. of and Percentage Record Owner of Lease Overriding Royalty Agreement or Assignment and
No. Description Acres Iease Date of Royalty or Application Owner and Percentage Percentage of Interest
FEDERAL LANDS (Continued)
T. 19 S., R. 33 E,
9 Sec, 1: nwmm» 400,00 MM 01178  U.S.A. Charles B, Gonzales 1/4 Albuquerque National Bank, Drilling and Exploration
Sec. 12: E 4=1-50 1244 A1l Levi A. Hughes 1/4  Trustee, Est. of F. A, Company, Inc. A1l
5 years Leroy English ~ -, 5/12  Andrews, Deceased 0.2500% (Option)
Ext. to Evelyn Ann English, Mery Lorena Higgins,
2-28-62 Administratrix of Trustee for heirs &
Est. of P. B. devisees of E. C.
English, Jr., Higgins, Deceased 0.3750%
Deceased 1/12 0il Royalties
Corporation 0.3750%
J. H, Campbell 0.6250%
Jess Lynch 0.1250%
Roy G. Barton 0.1250%
Mrs. Lou Baker 1.5625%
George E. Bobb 0.8125%
Fern Sullivan 0.2500%
Nona Bell Saunders %
5.
T, 19 S., R, 34 E,
10 Sec. 17: All 1276.4,0 NM 02392 U.S.A. Drilling and Exploration Julie Brainard 3.00% Drilling and Explorationm
Sec. 18: lots 1,2,3,4, 9-1-50 124% A1 Company, Inc. Company, Inc. A
Eiwk, E} 5 years _
(A11) Bxt. 5 years

April 25, 1960



Tract
No. Description

EXHIBIT "B" -~ MESCALERO UNIT - LFA COUNTY, NEW MEXICO

Serial No. Land Owner
No., of and Percentage
Acres lease Date of Royalty

Record Owner of Lease
or Application

Overriding Royalty
Owner and Percentage

Page 7

Working Interest Owner Und
Option Agreement, Operatin
Agreement or Assignment an
Percentage of Interest

-

FEDERAL IANDS (Continued)

T. 19 S., R. 33 E.

11  Seec. 1: Lots 1,2,
SINE

April 25, 1960

170.45 NM 020012 U,S.A.
4=1-50 1244 A1l
5 years
Ext, to
2~28-62

Pan American 0il

Corporation 1/2
Continental 0Oil
Compary 1/2

Albuquerque Nationael Bank, Pan American 0il

Trustee, Est. of F, A,

Corporation 1/

Andrews, Deceased 0.2500% (Assignment)

Mary Lorena Higgins,

Continental 0Oil1

Trustee for heirs & Company 1/

devisees of E. C, (Assignment)

Higgins, Deceased 0.3750%
01l Royalties

Corporation 0. 3750%
J. H. Campbell 0.6250%
Jess Lynch 0.1250%
Roy G. Barton 0.1250%
Mrs. Lou Baker 1.5625%
George E. Bobb 0.8125%
Fern Sullivan 0.2500%
Nona Bell Seunders m%

2

$250/acre from each

proration unit

severally from

1/16 of 7/8 to
Charles B, Gonzales 1/4
Levi A, Hughes 1/4
Leroy Fnglish 5/12
Evelyn Ann English,

Administratrix of

Bst. of P, B,

English, Jr.,

Deceased 1/12
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Serial No. Land Owner

Page 8

VWorking Interest Owner Unde
Option Agreement, Operating

Tract No. of and Percentage Record Owner of Lease Overriding Royalty Agreement or Assignment and
No. Description Acres lease Date of Royalty or Application Owner and Percentage Percentage of Interest _
FEDERAL LANDS (Continued)
H. Ho m.b m. u&. m.
12 Sec. 6: Lot 7 37.98 MM 051243 U,S.A. Drilling and Exploration W. H, Kirkpatrick 5,00% Drilling and Exploration
9-1-59 124% A1l Company, Inc. Company, Inc. A1l
5 years (Assignment)
T. 18 S., R. 34 E.
13 Sec, 31: Lots 3,4, 156,12 LC 069457 U.S.A. Carl R, McElvain /4 Carl R. McElvain 1/,
Elsw} 9-1-49 124% A1l T. H., McElvain 1/4 T. H, McElvain /2
5 years Edith S. McElvain, Edith S. McElvain,
H.B.P. Jacqueline M, Jacqueline M,
Withers & Ralph Withers & Ralph
C. McElvain, Jr. 1/4 C. McElvain, Jr. 1/4
Roberta Regan & Roberta Regan &
K. M. Regan s V/A K. M. Regen 1/
1 Sec. 31: SE} 160,00 LC 069457-A U,S.A. Gulf 0il Corporation Frank E, Miller 0.2500% Gulf Oil Corporation A1l
9-1-49 1244 A1l Higgins Trust Inc. 0.1875% (Assignment)
5 years 01l Royalties
H.B,P. Corporation 0.1875%

April 25, 1960

TOTAL FEDERAL IANDS -~ 4,828.55 Acres

F. A. Andrews Est. 0.2315%
Selma E., Andrews 0,2685%
Carolyn Seale &
Mrs. Clyde Brown
Seale 1.87
3.
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Serial No. land Owner

Page 9

Working Interest Owner Unde
Option Agreement, Operating

Tract No. of and Percentage FRecord Owner of lease Overriding Royalty Agreewent or Assignment and
No, Description Acres lease Date of Royalty or Application Owner and Percentage Percentage of Interest _
STATE LANDS
T, 18 S., R. 34 E.
15 Sec. 32: oW} 160.00 E-1579 State N.M, Gulf 0Oil Corporation None Gulf Oil Corporation All
11-10-49  124% A1l
10 years
H.B.Pe

April 25, 1960

TOTAL STATE LANDS -~ 160.00 Acres

RECAPITULATION

W e AR M G e GAe Gl e wh e qun S e

LAND ACREAGE PERCENTAGE
Federal 4,828.55 96,79%
State 160,00 3.21%
Totals 4,988.55 100.00%
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Tract No. From Exhibit “B"

LEA COUNTY, NEW MEXICO
August 3, 1960
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NM-OH76-A 3I7 98 AC. NM-0999-D
U f #ac | soac ? @ | U.s. swac | v.s.
i [i-38.08 § Dr
Drig. 8 Expl. * Pan Am.-Contl. ; G(‘g b'ae“: Pan Am.-Contl,
|
NM-01178 NM-0999-8 |Nu-0999-C | mt-cves | NM-0999-8
o + g04c | |
2-38.22 {Drig. 8 Expl @ |
| @ - |
i nn-omﬂ |
12 2 + 7 |_w4c_| oA 8
3-38.40
k4
® ® g ©)
e-3887 ' :brTg._a Expt]
51324 Ac | 560 Ac.
320 Ac. v. S | NM-0999-E U.s
v. . | 40 AC
-38.77 PN AM-CONTE .
®
wn-02392-4 |
) + |
3839  Drilling 8 Exploration Oritling 8 Exploration
nM-02392 P nM-02392
13 + I8 ’ |7
-39.21
1
R-33-E R-34-E
LEGEND:
[ ] rederal Land 4828.55 Acres 96.79% EXHIBIT "A"
) Stote Land 160.00 Acres 3.21%

Total
m—— Boundary Unit Area

4988.55 Acres 100.00%

MESCALERO UNIT AREA
LEA COUNTY, NEW MEXICO
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. BOX 933 PHONES: MAIN 2-8.

Or MAIN 2-042V

FOSTER MORRELL

PETROLEUM CONSULTANT BEFORE EXAM'NER NUTTER

NICKSON HOTEL BUILDING

RosweLL, NEw Mexico O'}._ CONSERVA-”ON COMM'SSION

o EXHIBIT NO. !
Ioly 18, 1559 CALE NO S )

RECEiVED TR
JUL 28 [Q EGEL =T
: L
The Director N5 i e
United States Geologicel Surve\T0iggi, ot JuoLven
Dap-rtaent of the Interior 3. ~oRu
iﬁahiwm’ D. C. J: ib'\i.,\;nd.i, o Wl 3

Through: Reglonsl Cll & Oas Supervisos
Boaaell, Hevw Mexico

Ra: areg, initli.l test wall and form
0f unit sgreement, Mescelero Unit,

e ILLEGI B L E Les Oouity, Nev Mexico

Pursuant to the unit pluan regulstions of Decembder 22, 195, 3o
C.F.R. ¢26.3 .nd 26,4, D.-1lling .nd Exploreiion Compuny, Inc. bherewith
submit; epplication, iz triplic.te, for cesignetion of certaln lands in
T, 18 3., e 3 Ee ed T, 17 Oep 85. 33 &nd 24 ku' N.“.P.u., lsa OO\mt}',
New Mexiec, s en arew loglc.lly sub ect to development und operatica
under u unlt sgreement to be goown uz the Mescolero 'nit,

Decr

The Mesculero Unit ires .3 proposed embrilses a tolsl of 4,988,535
acrez of which 4,828.55 scres or 16,794 roe Federsl lands und 16C.00 scres
or 3.21% crs State of New Mexico lamds «u shown on Exhibits A end 'B ’
seooapenyiog the fore of wilt cgreesent «lso submitted herewitn,

Also attached to and ede < part of this epplication {5 a geologic
veport dated July 9, 1954, by Juck £, Hughes, Chief Geologist, Drilling and
Exploretion Compeny, lac., in support srd justification of tie unit srew.
This report {urnishes ine geologic basis for delinestion of the proposed
unit ares ind the expected stratig.rephic sequence with estimated depths,
ond poasible produstlive formatiocna.

Acoompanying the geologic report &re: Exhibit 1, index wsp ahow-
ing eerial location of Meaculero Unit »{th releiion to neardy existing
Foderel units, and wells thal Lave been drilled to the Devonlan, with
Devoanian datun points, Exhibit 2, seismic survey wsp, with contours on «
reflection f{rom spproximsie top of Devonizn and outline of proposed
Mescolero Unit Ares; snd Exhibit 3, eross=secticn 4-al, ss delinested on
Exhibit 1, showing correlation of formetioans based on slectric logs und
selsnic estinutes (rom top of the Bonc Spring formstion to top of the
Ja.onian formation,




The Director
Page 2

Drilling and Explorustion Cdompany, Inc., is designated as Unit
Operator in tha proposed Mesctlero unit egreecsent eitached hereio which
follows closely the form &3 in Sec, 226,12, 3C C.F.R., revised Jume 1957,
and sle0 includes references 10 Siste of New Mexico l.we, regulations, and
officials snd oertain reviszions mcre recently requested by your offios and
included in ouner approved unit sgreements. Deviations or edditions to the
Qune 1957 form are underlined in rad pencil for convenient reference.

The attisched land ownership map, xhibit ‘i, shows the outline
of the unit area und the desired {anformation a3 to leeass, seriul mmbers,
type of land ownership and total acresge of the unit ares. The attached
Exhibit 'B”° is the schedule of lundc, listing in sequence the seriu.l
pusbers of cll Federel and State lease: included within the unit ares and
the ownership of interests therelin,

It is proposed thal the initial well choll be dililled 1o test the
Devonian formetion or to & depth of not to exceed 15,000 fest, It iz esti-

pated that the ecowt of drilling .nd tesiing this sell uill be spproximately
8430, 3N K.

It is respectfully requasted that you designste the unit eres, und
approva the form of uait ngreeneat and initial drilling progrum &s proposed
herein,

Very truly yours,
DRILLING AND EXPLORALTION COMPANY, INC.

By

I1ts Repre tive
' fs

Enclosuren

ce: m‘o 00 Ro Brsinard, JT.
Drilling «nd Explorstion Company, Inz,
Ex~hange Bank Bullding
P. O, Box 3536%
Dellaa, Texas

ILLEGIBLE
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. BOX 933

FOSTER MORRELL
PETROLEUM CONSULTANT
NICKSON HOTEL BU'LD:<:G
ROSWELL.

RICFVED

Tha Dicector
United Ctate:
Depotawent of the Interior
wahington, D. C.
Through: Reglon:l Oii & Qe _up-ryisor
Boswell, e Mexico

Haz i S
[

L:e Couaity, MNew Mexieo o m—

fuwruant w o 1alt piea reagulet

i
C.F.Re «26.3 .xd 24b.v, D llling od EXplo:
submit. epplicecion, {1 triplicote, tor o

T. 18 =., 34 2., ond T, L
Ne. Mexicec, s sn acer logloiolly sub et
unger o wll sgeeement 0 e K0w La

New Me:ico

» { EXHIBIT NO. [
CASE NO._2.6 @ )

\\JUL 28 1359
Geclogicel Surve N 4oispg, SR
s“"..ﬁ—“

PHONES: MAIN 2.8,
OR MAiN 2-0420

BEFORE EXAMINER NUTTE
OIL CONSERVATION ©._p . 1

e WY

e

B L -

2i, inltl.l test »ell and fOomm
unly agreeaent, keszcuwlero Unig,

tions of De-ember Zi, 195, 3.
s%ion Ceapany, 1. herewith

N Ji;dgtio“ of ce:%aln lands In
Seg v 33 miwi 34 e, NJMGPWML, Lea County,
o Jevelopment snd Operstian
the s@acolern ndit,

The Meeculerc "hi. ~oe: us propo.ed eadr:-2ss & wWilel 0f 4,988,535

acre: of wndeh 7,828,535 ecras ov
or 3.c1% vre Stete of Ne HMexico
scoodpunylog tae orw o1 uln Lg:

ila:ds ..

130 witached WG and . ide o pact
$

report detaed July 9, W3s, by Juck 4. Hughwme,

ixplorstion Compeny, lac., in support und
Tuiz report furnishe; tae geologic hasi-

unit wraz and the expected strsilgoepndce
airl poocible productive foraations.
Az compunylng the weolugic TepOsy

{ng serisl tocation of Meseaise:o Jnit wi+n

Federel units, snd well. tha: usve been dri
Devonian dutiaa polnts, Zxalbit <, sﬁin".i'

reflezvion from spproxincle Lop of wvenl.
Mescslern Unit fres: snd Exnibit 5, oz
Bxnhikirn 1, Lhowlng rorrelation or fornanio:
seladic egtiste~ {roz tor of t.e Bono i
feoQniun Yoonelion,

JOL7¥h e
shown on £xnibiis &
e ght J1.

for deifnestion of the propeoied
.rquence with estinated deptis,

i:;,z; foruetion W

F:deral lands cud 160,30 scres
orxl B ’

l
of tnis epplicstion {5 s geologic

Cniel Oeologlst, Diilling and
ustification ¢f tue uait sre..,

0 oubaitted beresiti,

87
1.
e

Exbibit 1, iivdex wap 8a0w=
: Wion L0 nearb) sxisting
illed to tue Devonlun, witn
urvey Laps with coutloura on s

o

1 wnd outline of proposed
gestian -1,

:8 4elins.ted on
ceged on slectric iogs aid
top ¢f the

F Y 4

ILLEGIBLE



The Director
Page 2

Drilling and Explorution Jompiny, Inc,, is designated as Unit
Operator in the proposed Mescilero unit agreewment uttached hereto whiech
foliows closely the foram ¢s in Sec, 226,12, X C.F.R., revised June 1957,
and 8180 includes references 0 St:te of Hew Mexico l.ws, regul-tions, and
officials snd oertain revisions more recently requested by your offioce end
{included in oum:cr spproved unit :greesente, Devistions or additioms to the
June 1357 forz are wdderiined In red pencll for oonvenient refersnos.

The attesohed land ow:narship =ap, Zxhibit A, shows the ocutline
of the unit area und the desired {aforwation &3 to leeses, seriul mumbers,
type of land ownership and total aoreage of the unit 2rea, The attached
Exhivit ‘B is the schedule of luadc, 1isting in sequence the seri.l
nushers of sll Foderel and State leases {nclucded within the unit srea and
the ownershlp of interests: therein,

It i proposed thail thie initdisl well .hsll be dilled to test the
Devomian formeétion or to & depth of not to exceced 15,00 feet, It 12 esti-
oeted that the cost of drilling .nd tesiing this .ell i1l be approximctely
850,00, »,

It is respectfully requcsted that you designete the unit eree, and
approve the {orm of uait sgreeent :nd initicl drilling progrum w3 proposed
hersin,

Very truly yours,

DHILLING AND EXPLOR.TION COMPANY, INC.

By
1ts Represeritative
nifs
Enclowure.:
cc: Mr., G. R, Breinaxd, Jr,

Drilling und Explorction Corpany, 1ns,

Kx~bange Bank Bullding

P. O, Bax 3336i:
Dellaa, Texas

ILLEGIBLE



AR Y RENER T

. Puetar Mogsell RF 1ED "6 271558
Pet v iem Conandltant

¥lckaows Boval Pulléli-g

Ecswel., Bev Maxico

AT Xy, Morreil:

Aalerencs 2 sade tC o anpiicBtiog ~F July W filed viks
1ae L aad ves Juperviscr, Rosve o xev Meaxion, [2 pebelf of Drilliug
and Expioration J-mpany, nocrpordled, requesting tbe designation of

3 988, % acres, sr¢ or lesi, s oLy, Rev Wexlso, as ilogliaally
subliect W explorsiliue € Arve spaern: rmiar the unitisatiop provisiors

Zd

2T Lthe Mine wu. [saain, AL B ama g4

Fussulst o BRI pisl cepuisldone St Descemiear JF, WL, K
JFE Lot 5. wbe and cutliaed Cuo oy v TuAt amcked TTznibit A, deecalerc
wWiT ares’ 1s heredy osalgattad sp s Luical wmiii aree,

The propssen fore of agraemesdy. walch sucstantially Joliows
e Juawe .vS: cepriabt ol the sLA0RId (3 end coplalns wcdificetdiqas
requiced sy ke State of Bev Meg.ec, will pe scceptable (f altared as
indizaved in 2olorad pencll Cask oGy 30 METXSd 18 returaed herewith,
me copy las being {uruizoed e G L 8 as 3upervisor, and one cowy
i retained. e propaed (niTial wILLOTALLIY well o test tha
furmatiocne of Dwvands: age ar o or depth of 15,000 feet ia scoeytabls.

16 the abes ce Of aay sie .ype of and requiriang special
previtions: o7 7 Any Jbjetiians Dol i appesert, o dly sxecuiad agree-
Bent loenti e wiLr asil! Fooe A T.ed 35 ¢2Viined sbove, will be
approved o Rusiit e LT YPPYOYRE e gTRYEs dithls 4 resoonable perivd
I TiEE

Hiel 752 aXgou .zl &reemmssi 3 Lranesc tied e tue Hupervisor
Pl ARLSUWER L wl W Tpa ATadi ustus of eli ACI®eSe, sDOWIDg Lhe
Turvont swusres o0 al. Lorevesta srvclv=n.  If owmmtsdl)p of any lnuerest
LH o8 wrmcn L f LFide&  Loov e Exclili B otae purceatage of sach suta
whES . reNo e auShioe Le rerei o gives LWbh8t the right ls resarved %
A, aygre . oL o7 en rgmoubed ca1ccenr gaamalivted vhich. In i npimiom,
Hed ¥ e {ae Ui 3ol oEo et ialens Aasds W el usd gfteetive
s Nl LB A

SLEsEIely jOUre

(LLEGIBLE
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uniTEBERORE EXAMINER NUTTER
DEPARTMENT DRy HESNITERIORON COMMISSION

GEO OGP AL SURVEY
/ Fa |

IR P/ EXHIBIT NO. _(&
Agg NO—MZ}%., JER L
& Poster Morrsli RECEIVED "6 271939

Petroleum Comsultant
Nickacw Sotsl Budldicg
Risveil, Bev Maxico

e

Dear Mr. Morrall:

Jafarencs Lz mads o your application of July i6 filed wish
the Jil snd Gas Bupervisar, Rosvel ., fev Meticc, in beMalf of Drilliag
a.nd Expiorstion Compeny, Imaorporals/, requesting the Aesigmstion ef
,30E6 95 acres, mors or iess las (onaty, Nev Mexioo, as logleally
-lb;‘. >t to sxplerstice snd devel pewrt 'ndsr the mitizetion provisions
57 the Minera. lassing Ac’., &3 mmm cad.

-ﬁ\

Pursmsnt to wmirt plau regu .saticns of December 22, 1950, 0
CPR 226. 3. the and outlined (z »miL plat sarked "Bxhibit A, Mesoalere
Mmit mrea” (2 nareby Aesigamied s 4 iogioal wnit areas.

The proposed form of agreeawmt, whico substmatislly follows
the June 1457 reprint of the standeard fomm ard comtsins modificasioms
vequired Ly tha State ¢f Ravw Marioc, will bs acoeptable if altared as
ipdiceted in 20lorsd penci.. (@ «CTY 30 mrked 1z returned herewish,
one ooy is belng furnished the il znd Gas Supervisor, aad me ocepy
ie retained. Tw proposed 'nitial sploTatery well to test the
formativas of Devoniss age uxr %W & d2p%k of 15,000 feet is acceptabls.

Ir the shsense «t may other —rpe of lsnd requiring speeial
provisions v of sy objsviioms oon aov appereat, A duiy wxecuted agres-
pamt _dentical vith sald 7. modilisd a8 outlined sbove, viil be
spproved {7 submitied 15 apeeevibls réStas vithin 3 resscasbls pericd
af Lime .

Ybar the sameute!d agremmast {2z tremsmitted 2o ine Supervieos
for approval, incivde the istest status of all acresge, shoviag the
swrrent ovoners of all iloterests lavolved. If ownership of any inserest
iR 8 trect {8 divided, anov is Bxnitit B the percemtage ¢f each such
. Boveeer, notice 1s hereny givin that the right 2 reserved %
aany appott, of any eXatubted A remau’ submitted shionk . it owr opdmiom,
does T ! DEve ne ull avemmlizesct ot puafficiear lands o AfTord efCeetiwe
samtre. of wmi: opsralioas

flzomrely pmors,
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LEGEND:
[ ] Federat Land 4828.55 Acres 96.79% EXHIBIT “A"
State Land 160.00 Acres 321 %

MESCALERO UNIT AREA

Total 4988.55 Acres 100.00%
=== Boundory Unit Areo LEA COUNTY, NEW MEXICO
O  Tract No. From Exhibit “B" August 3, 1960
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Total 4988.55 Acres 100.00% MESCALERO UNIT AREA
—  Boundary Unit Area LEA COUNTY, NEW MEXICO
Q  Tract No. From Exhibit "8" August 3, 1960
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GEOLOGICAL REPORT T

APPLICATION FOR DESL
MESCALERO UNIT AREA
STATE OF NEW MEXICO

$XAMINER NUTTER
mA(m?GMTION COMMISSION

424y exumiT NO. ~
C NO. e i

The proposed Mescalero Unit Ares 18 located in coimollun
Lea County, New Mexico, approxin ately twenty-feur miles west of
the City of Hobbs, and approxic ately six r ilas north of the intersectiona
of U, 5. Highway No, 62 and the souti. line of Township |9 South, Range
34 Kast. The area is difficult to traverse because of lack of roads and
the presence of pro: :nent dunas of soft, loose sand which i{s very fine-
grained and reddish-brown in color. Vegetation in the dune areas s
i1 ited almost entirely to a low shrub with & very extensive roct system
and helonging to the oak faril |

The area proposed io be included in the Mescalero Unit outline
i shown on the attached plat, & portion of Map of Southeast New Mexieco -
Roswell-4, U. 8, Dept, of Interior, U, 5. Geological Survey. Shown
aleo on this plat, labeled Fxhibit [, are the outliines of nearby and preseatly
existing Federal Units, all deep (Devonian and deeper) teot wells in the
area ermbraced by the plat, and the line of cross section A-A",

A recent seisrric survey of the area, conducted by Drilling and
Exploration Ceir pany, Ine. delineated 3 quite attractive anticlinal structural
festure at Devonian depth., The enclosed seismic map, labeled Exhibit Il,
18 contoured ir time and represents the structural comfiguration at the

appraoxirate top of the Devomiaa, A doir.2l uplift with expected aecon.panying

\LLEGIBLE
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faulting {s the principle feature and embraces some §,000 acres. This
iaterpretation is based on seiemic records cbinined with medera equip-
meat and record quality was coasidered very good. The proposed nqt_
ocutline has been limited by the indicated lewest closing conteur between
faclts. BSuch a wnit werld encompass the part of the general area which
appears to be under the influsnce of the depicted ltrutunlh_m.u. The
relationship of this area to nearby wells which have encountered the
Devoaian is indicated on the enclosed croas section, labeled Exhibit IXX.

The fellowiag tabulation indicates the expected stratigraphic
sequence to be encountered along with estimated depths te the mest
prominent horisons. Possible productive formations are indicated by
asterisks (®). It is expected that the initial test well would be drilled to
a depth of 15,000 feet or fluid in the Devonian unless production is indicated
at & shallower depth, Such depth would test all possible pay sones dowa o'

aad including the Devonian.

System Series Formatiea Expected Depth
Quaternary Duns, sand and uncensolidated Surface to 130'
& sand and red beds
Tertiary
Triassic Dockum 150
(Ochoa Rustier anhydrite 1480
Salado Halite 1600
Guadalupe Tansil 2940
*Yates si00
Permian *Seven Rivers 3500
*Queen 4380
sGraybarg 4795
*San Andres 5220

;1BLE
et



System Series

Permian (Leonard
(Wolfcamp
Penns ylvanian
Mississippian
Devonian

*Indicate possible productive horisons,

Formation

*Bone Springs
*Wolfcamp

¢Pennsylvanian
*Minsissippian lime

Woodford shale 14320
$Devonian limestone 14800
and /nr dolomite
All depths are approximate. ' ”‘-j ‘

a4

/7 1 '3
25177
<;
KExpected gopth
7520 2¢2LP

10590 BW

12100 ///:5 ¥
13750

DRILLING AND EXPLORATIUN
COMPANY, INC,

/u,t,,/z# o

Chief Geologist ‘

July 9,

13573



