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UNIT AGREEMENT

FOR THE DEVELOPMENT AND OPERATION
OF THE

NORTHEAST HOGBACK UNIT AREA
SAN JUAN COUNTY
STATE OF NEW MEXICO

No.

THIS ACREEMENT, entered into as of the day of , 19 R

by and between the parties subsecribing, 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 oil
and gas interests in the unit area subject to this agreement; and

WHEREAS, the term '"Working Interest' as used herein shall mean the interest
held in unitized substances or in lands containing unitized substances by virtue of
8 lease, operating agreement, fee title, or otherwise, which is chargeable with and
obligated to pay or bear all or a portion of the cost of drilling, developing, pro-
ducing, and operating the land under the unit or cooperative agreement. The right
delegated to Unit Operator as such by this agreement is not to be regarded as a
working interest; and

WHEREAS, the Mineral leasing Act of February 25, 1920, 41 Stat, 437, as
amended, 30 U.S.C. Secs. 181 et seq., authorizes Federal lessees and their repre-
sentatives to unite with each other, or jointly or separately with others in col-
lectively adopting and operating a cooperative or unit plen of develcpment or opera-
tion of any oil or gas pool, field, or like area, or any part thereof for the pur-
pose 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 (Sec. 1, Chap. 162, Laws of 1951, Chap. 7,
Art. 11, Sec. 41, N. M. Statutes 1953 Annotated) to consent to or approve this agree-
ment on behalf of the State of New Mexiéo, insofar as it covers and includes lands

and mineral interests of the State of New Mexico; and
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WHEREAS, the 0il Conservation Commission of the State of New Mexico is
authorized by an Act of the Legislature (Chap. 168, Laws 1949) to epprove this agree-
ment and the conservation provisions hereof; and

WHEREAS, the parties hereto hold sufficient interests in the Northeast Hog-
back Unit Area covering the land hereinafter described to give reasonably effective
control of operations thereln; and

WHEREAS, it is the purpose of the partiee hereto to conserve natural re-
sources, prevent waste, and secure other beneflts obtainable through development
and operation of the area subject to this agreement under the terms, conditions,
and limitations herein set forth.

NOW, THEREFORE, in consideration of the premises and the promlses herein con-
tained, the parties hereto commit to this agreement their respective interest 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, a&s amended, supra, and all valid pertinent regulations, including operating
and unit plan regulations, heretofore issued thereunder of valid, pertinent, and
reasonable regulations hereafter 1ssued thereunder are accepted and made a part of
this asgreement as to Federal lands, provided such regulations are not inconsistent
with the ferms 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 operations, not inconsistent with the terﬁs hereof or the laws of the
State in which the non-Federal land is located, are hereby accepted and made a part
of this agreement. |

2, UNIT AREA. The following described land is hereby designated and re-

cognlzed as constituting the unlt area:
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New Mexico Principal Meridian, New Mexico

Tovnship 30 North Range 16 West:

Section 11:

Section
Section
Section
Section
Section
Section
Section
Section
Section
Section
Section
Section
Section

Section

Section

Section

Section

Exhivit A attached hereto is o map nhowing the unit area and the bound-
arien fad tdentdty of tracss and inwes In said sres to the extent known to the Unitj:
Overator, Exbiblt B avtnched hersts iy a schedule showing to the extent known to

tha Unit Operator the acyonde,

12:
13:
1k

15:
16:
21:
22:
23:
2L
25:
26:
27
28
33:
3h:
35:
36:

All

All

Acres

320.00
640, 00
640.00

640.00

lots 1, 2, 3, 4, B} W&, B (A11) 634.16

Lots 3, 4, B} Swk, SE:
lots 1 to 16 inclusive (All)

All

A1l

A1l

ALl

Lots 1 to 16 inclusive (All)
lots 1 to 7 inclusive, E: NW,
NEL, N4 SEL, NBL Swi (A11)
A1l

A1l

A1l

TOTAL

279.08
543.18
640. 00
640. 00
640,00
640.00
640.00
640.00

559. 14

556. 30
640.00

640.00
640.00

10,571.86

perenntage,. and kind of ownership of oil and gas
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interests in all lend in the unit area. However, nothing herein or in seid scheduln
or map shall be construed as a representation by any party hereto as to the owncr-
ship of any interest other than such interest or interests as 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 01l and Gas Supervisor, hereinafter referred to as "Supervisor"

and not less than six coples of the revised exhibits shall be filed with the Super-
visor, and two copies each with the Commissioner of Public Lands of the State of
New>Mexico, hereinafter referred to as '"Commissioner", and the 0il Conservation Com-
mission, hereinafter referred to as '"Commission",

The.above—described unit area shall when practicable be expanded to in-
clude therein any aedditional tréct or tracts regarded as reasonably necessary or
edvisable for the purposes of this agreement, or shall be contracted to exclude lands
not within any participating area whenever such expansion or contraction is neces-
sary or advisable to conform with the purposes of this agreement. 'Such expansion
or contraction shall bhe effected in the following manner:

(a) Unit Operator, on its own motion or on demand of the Director of
the Geological Survey, hereinafter referred to as '"Director", or on demand of the
Commissloner, after preliminary concurrence by the Director, shall. prepare & notice
of proposed expansion or contraction describing the contemplated changes in the
boundaries of the unlt area, the reasons therefor, and the proposed effective date
thereof, preferably the first day of a month subsequent to the date of notice.

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

(¢) Upon expiration of the 30-day period provided in the preceding
item (b) hereof, Unit Operator shall file with the Supervisor and the Commissioner
evidence of mailing of the notice of expansion or conﬁraction end a copy of any
ohjectinnsg thersto which heve been filed with the Unit Operator, together with an
application in sufficient number, for approval of such expansion or contraction
and with appropriate Joinders.

(d) After due considerstion of all pertinent information, the expansion
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or contraction shall, upon approval by the Director and the Commlssioner, become
effective as of the date prescribed in the notice thereof.

(e) " A1l legal subdivisions of unitized lands (i.e., 10 acres by Govern-
ment survey or its nearest lot or tract equivalent in instances of irregulaer sur-
veys, however, unusually large lots or tracts shall be considered in multiples of
40 acres, or the nearest alliquot equivalent thereof, for the purpose of elimination
under this subsection), no parts of which are entitled to be in a participating ares
within 5 years after the first day of the month following the effective date of the
first initial participating area egtablished under this unit agreement, shall be
eliminated sutomatically from thils agreement, effective as of the first day there-
after, and such lands shall no longer be a part of the unit area and shall no long-
er be subject to this agreement} unless at the expiration of said 5-year period
diligent drilling operations are in progress on unitized lands not entitled to parti;
clpation, in which event all such lands shall remein subject hereto for so long as
such drilling operations are continued diligently, with not more than 90 days' time
elapsing between the completion of one such well and thg 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 opers-
tions are prevgnted by a matter beyond the reasonable control of unit operator as
get forth in the section hereof entitled "Unavoidable Delay"; provided that all
legal subdivisions of lands not in a participating area and not entitled to become
participating under the applicable provisions of this agreement within 10 years
after said first day of the month following the effective date of said first initial
participating area shall be eliminated as above specified. Determination of credit-
able "Unavoidable Delay" time shall be made by unit operator and subject to approv-
al of the Director and the Commissioner. The unit operator shall, within 90 days
after the effective date of any elimination hereunder, describe the area so elimi-
nated to the satisfaction of the Director and the Commissioner, and promptly notify
all parties in interest,

If ecuditions warrant extension of the 10-year period specified in this
subsection 2(e), a single extension of not to exceed 2 years may be accomplished 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
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interests of the United States and the State of New Mexico), on a total-nonpartici-
pating-acreage basis, respectively, with approval of the Director end the Commis-
sloner, provided such extension application is submitted to the Director and the
Commissioner not later than 60 days prior to the expiration of said 10-year period,
Any expansion of the unit area pursuant to this sectlon which embraces

lands'theretofore eliminated pursuant to this gubsection 2(e) shall not be consider-
ed automatic commitment or recommitment of such lands.

3. UNITIZED ILAND AND UNITIZED SUBSTANCES. All land committed to this agree
ment 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 lanA

e I s = e s

are unitized under the terms of this agreement and herein are called "unitized sub -

AR skE, 2 T

stances .

I, UNIT OPERATOR, Pan American Petroleum Corporaﬁion is hereby designated
as Unit Operator and by signature hereto as Unit Operator agrees and consents to ac-
cept the dutles and obligations of Unit Operator for the discovery, development, and
production of unitized Subatances as herein provided. Whenever reference is made
herein to the Unit Operator, such reference means the Unit Operstor acting in that
capacity and not as an owﬁer of interest in unitized substances, and the term "work-
ing interest owmer" 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 6 months after notice of intention to
resign has been served by Unit Operator on all working interest owners and the
Director and the Commissioner, and gntil all wells then drilled hereunder are plac-
ed in a satisfactory condition for suspension or abandohment whichever is required
by the Supervisof and the Commissioner, and unless a new Unit Operator shall have
been epelected snd approved and shall have taken over and assumed the duties and
obligations of Unit Operator prior to the expiration of seid period.

Unit Operator shall have the right to resign in like manner and subJect

to like limitations as above provided at any time a particlpating area established

6-
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hereunder i1s in existence, but, in all instances of resignation or removal, until a
succegsor unit operator is selected and epproved as hereinafter provided, the work-
ing interest owners shall be jointly responsible for performance of the duties of
unit operator, and shall not later than 30 days before such resignation or removal
becomes effective appoint a common agent to represent them in any action to be taken
hereunder.

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

The Unit Operator‘may, upon default dr failure in the performence of its
duties or obligations hereunder, be subject to removal by the same percentage vote
of the owners of working interests determined in like menner ms herein provided for
the selection of e new Unit Operator. Such removael shall be effective upon notice
thereof to the Director and the Commissioner.

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 substences, but upon the resignation or removal of Unit
Operator becoming effective, guch Unit Operator shall deliver possession of gll
equipment, materials, and appuftenances used in conducting the unit operations and
owned by the working interest owners to the new duly qualified successor Unit Opera-
tor or to the owners thereof if no such new Unit Operator ls elected, to be used for
the purpose of conducting unit operations hereunder. Nothing hereln shall be con-
strued as authorizing removal of any material, equipment and appurtenances 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 acresge interests in such participating area or areas, or, until
s participating area shall have been established, the owners of the working in-
terests according to thelr reaspective acreage interests in al& unitized land, shall
by majority vote select a successor Unit Operator: Provided, That, if a majority
but less than T5 per cent of the wc¢ 'king interests qualified to vote are owned by

one party to thls agreement, a concurring vote of one or more additional working
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llinterest owners shall be required to select a new operator. Such selection shall i3

2|not become effective until P
3 (a) a Unit Operator so selected shall accept in writing the duties and 3
L responsibilities of Unit Operator, and Pt

(b) the selection shall have been approved by the Director and the 5
6|Commissioner. If no successor Unit Operator is selected and qualified as herein 6
7iprovided, the Director and the Commissioner at their election may declare this unit
8 agreement terminated. 8
9 7. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT. If the Unit Opera- 9

10|tor is not the sole owner of working interests, costs and expenses incurred by Unit po
11|Operator in conducting unit operations hereunder shall be paid and apportioned among [11
12 'and borne by the owners of working interests, all in accordance with the agreement 12
13 or agreements entered into by and between the Unit Operstor and the owners of work- [13
lh‘ing interests, whether one or more, separately or collectively. Any agreement or nk

15 lagreements entered into between the working interest owners and the Unit Operator L5

16'as provided in this section, whether one or more, are herein referred to as the "unit [16
17 |operating agreement'. Such unit operating agreement shall also provide the manner 17
18}in which the working interest owners shall be entitled to receive their respective n8
19|proportionate and allocated share of the benefits accruing hereto in conformity with [19
20|their underlying operating agreements, leases, or other independent contracts, and RO
21 |such other rights and obligations as between Unit Operator and the working interest £l
22 Jowners as may be agreed upon by Unit Operator and the working interest owners; how- ?2
23lever, no such unit operating agreement shall be deemed either to modify any of the P3
24 |terms and conditions of this unit agreement or to relieve the Unit Operator of any Pl
25 |right or obligation established under this unit agreement, and in case of any in- 25
26 |consistency or conflict between the unit agreement and the unit operating agreement, b6
27 this unit agreement shall prevail. Three true copies of any unit operating agree- 27
28 |ment executed pursuant to this section should be filed with the Supervisor and two L8
291true copies with the Commissioner, prior to approval of this unit agreement. 29
30 8. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Except as otherwise specifi- 30
31{cally provided herein, the exclusive right, privilege, and duty of exercising any and (31
321all rights of the parties hereto which are necessary or convenient for prospecting 32

33 ifor, producing, storing, allocating, and distributing the unitized substances are 33

-8-




1| hereby delegated to and shall be exercised by the Unit Operator as herein provided. 1
2| Acceptable evidence of title to said rights shall be deposited with said Unit Opera- 2
3| tor and, together with this agreement, shall constitute and define the rights, pri- 3
b1 vileges, and obligations of Unit Operator. Nothing herein, however, shall be con- L
51 strued to transfef title to any land or to any lease or operating agreement, it be- 5
6| ing understood that under this agreement the Unit Operator, in its capacity as Unit 6
T | Operator, shall exercise the rights of possession and use vested in the parties here-} 7
8! to only for the purposes herein specified. 8
9 9. DRILLING TO DISCOVERY. Within 6 months after the effective date hereof, 9
10 | the Unit Operator shall begin to drill an adequate test well at a location approved 10
11| by the Supervisor, if such location is upon lands of the United States, and if upon 11
12 | State or Patented lands, such location shall be approved by the Commission and the 12
13 | Commissioner, unless on such effective date a well is being drilled conformably with | 13
14 | the terms hereof, and thereafter continue such drilling diligently until the Dakota 1k
15 { formation has been tested or until at a lesser depth unitized substances shall be dis4 15
16 | covered which can be produced in paying quantities (to-wit: quantities sufficient 16
17 | to repay the costs of drilling, and producing operations, with a reasonable profit) 17
18 | or the Unit Operator shall at any time establish to the satisfaction of the Supervison 18
19 | as to wells on Federal lands, or the Commission and the Commissioner as to wells on 19
20 | State lands or Patented lands, that further drilling of said well would be unwarrant-| 20
21 jed or impracticable, provided, however, that the Unit Operator shall not in any ?YSnE~N2l
22 | be required to drill said well to a depth in excess of 4950 feet° Thereafter, Unit 22
23 .Operator1;hall drill three additional test wells at lo:;;;ons approved by the Super- | 23
24 | visor if such locations are upon lands of the United States, and if upon State>;;va* 2L
25 —§EE§E€eafI;;;;; such locations shall be ap;;;;egjg;fzge‘Comm1351on and the Commis- -25
26 |sioner, each such additional test well to be drilledvdlllgently until the Dakota for-| 26
27 fiation has been tested or until at a lesser depth unitized substances shall be dis- 27
28 | covered which can be produced in paying quantities (to-wit: quantities sufficient to 28
29 irepay the~;e;t of drilling, a;afﬁroducing oper;;iens, with & reasonable profit), or 29
30 |the Unit Operator shall at any time establish to the satisfaction of the Supervisor 30
31 |as to wells on Federal lands, or the Commission and the Commissioner as to wells . 31
32 |on State lands or on Patented lands, that further drilling of saild wells shall be un-; 32
33 |warranted or impracticable, provided, however, that the Unit Operator shall not in i 33
34k |any event be required to drill said wells to & depth in excess of 4950 feet. Not moré 34

35

than six (6) months shall elapse between the completion of one test well hereunder E
é
..9.. :
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and the commencement of the next test well to be drilled hereunder. Until the dis-
covery of a deposit of unitized substances capable of being produced in paying
quantities, the Unit Operatof shall continue drilling diligently one well at a time,
allowing not more than 6 months between the completion of one well and the beginning
of the next well, until a well capable of producing unitized substances in paying
quantities is completed to the satisfaction of said Supervisor, the Commission and
the Commissioner or until it is reasconably proved that the unitized land is incapsble
of producing unitized substances in paying quantities in the formations drilled here-~
under. Nothing in this section shall be deemed to limit the right of the Unit Opera-
tor to resign as provided in Section 5 hereof, or as requiring Unit Operator to com-
mence or continue any drilling during the period pending such resignation becoming
effective in order to comply with the requirements of this section. Prior to com-
pletion of said four test wells, the only extensions of time that may be granted must
be based upon severe weather or other conditions beyond the control of the Unit Opera
tor, and be limited to threé months for each well after the first. After completion
of said four test wells, the Director and Commissioner may modify the drilling re-
quirements of this section by granting reasonable extensions of time when, in their
opinion, such action is warranted.

Upon feilure to comply with the drilling provisions of this section, the
Director and Commissioner may, after reasonable notice to the Unit Operator, and
each working interest owner, lessee, and lessor at their last known addresses, de=~
clare thils unit agreement terminated.

10. PIAN OF FUTURE DEVELOPMENT AND OPERATION. Within 6 months after com-
pletion of & well capable of producing unitized substances in paying quantities, the
Unit Operator shall submit for the approval of the Supervisor, the Commissioner and
the Commission an acceptable plan of development and operation for the unitized land
which, when approved by the Supervisor, the Commissioner and the Commission, shall
constitute the further drilling and operating obligations of the Unit Operator under

this agreement for the period specified therein. Thereafter, from time to time be-

. fore the expiration of any existing plan, the Unit Operator shall submit for the ap-

proval of the Supervisor, the Commissioner and the Commission a plan for an addition-

al specified period for the development and operation of the unitized land. Any
plan submitted pursuant to this section shall provide for the exploration of the
unitized area and for the diligent drilling necessary for determination of the area
or areas thereof capable of producing unitized substances in paying quantities in
each and every productive formation and shall be as complete and adequate as the

Supervisor, the Commissioner and the Commission may determine to be necessary for
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timely development and proper conservation of the oll and gas resources of the 1

unitized area and shall: o
() specify the number and locations of any wells to be drilled and 3
the proposed order and time for such drilling; and L
(b) to the extent practicable specify the operating practices regard- 5
ed as necessary and advisable for proper conservation of naturel re- 6
sources, Separate plans may be submitted for separate productive zones, | 7

subject to the approval of the Supervisor, the Commissioner and the com-j 8
mission. Said plan or plans shall be modified or supplemented when 9
necessary to meet changed conditions or to protect the interests of all 10
perties to this agreement. Reasonable diligence shall be exercised in 11
complying with the obligations of the approved plan of development. The | 12

Supervisor and the Commissioner are authorized to grant a reasonable ex- '13

tension of the 6-month period herein prescribed for submission of an b
initial plan of development where such action is justified because of 15
unusual conditions or circumstances. After completion hereunder of a 16

well capable of producing any unitized substance in paying quantities, 17
;18

no further wells, except such as may be necessary to afford protection z
{
!

19
celly approved by the Supervisor and the Commissioner, shall be drilled | 20

against operations not under this agreement or such as may be specifi-

except in accordance with a plan of development approved as herein pro- '21.

vided. - 22

11. PARTICIPATION AFTER DISCOVERY., Upon completion of a well capable of pro- 23

ducing unitized substances in paying quantities or as soon thereafter as required by |24
the Supervisor and the Commissioner, the Unit Operator shall submit for approval by 25

the Director, the Commissioner and the Commission a schedule, based on subdivisions :26
!
{
}

!
ed as regsonably proved to be productive of unitized substances in paying quantities; g28

of the public-land survey or aliquot parts thereof, of all unitized land then regard- {27

all lands in said schedule on approval of the Director, the Commissioner and the Com- §29

H

mission to constitute a participating area, effective as of the date of completion of §3O

such well or the effective date of the unit agreement, whichever is later. Said ?31
schedule also shall set forth the percentage of unitized substances to be allocated {32
as herein provided to each unitized tract in the particlpating area so established, 33

i e e apeme e e e
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and shall govern the allocation of production from and after the date the participat-
ing 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 Director, the Commissioner and the Commission. The participating
areg or areas so established shall be revised from time to time, subject to like ap-
proval, whenever such action appears proper as a result of further drilling operationg
or otherwise, to include additional land then regarded as reasonably proved to be pro-
ductive in paying quantities, or to exclude land then regarded as reasonably 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 revi-
sion is predicated, provided, however, that a more appropriate effective date may be
used if justified by the Unit Operator and approved by the Director and Commissioner
and Commission. 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 repre-
sent the area known or reasonably estimated to be productive in paying quantities;
but, regardless of any revision of the participating area, nothing herein contained
shall be construed as requiring any retroactive adjustment for production obtained
prior to the effective date of the revision of the participating area.

In the absence of asgreement at any time between the Unit Operator and the
Director, the Commissioner and the Commission as to the proper definition or rede~
finition of a participating area, or until a participating area has, or areas have,
been established as provided herein, the portion of all payments affected thereby may
be impounded in a menner mutually acceptable to the owners of working interests, ex-
cept royalties due the United States and the State of New Mexico, which shall be

determined by the Supervisor and the Commissioner, respectively, and the amount there-

of deposited, as directed by the Supervisor, and the Commissioner, respectively, to §3l
1

be held as unearned money until a participating area is finally approved and then ap-

plied as earned or returned in accordance with a determination of the sum due as
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Federal and State royalty on the basis of such spproved particlipating area.

Whenever it is debtermined, subject to the approval of the Supervisor nu
to wells on Fedéral lands, the Commissioner as to wells on State lands, and the Com-
mission as to wells on'Patented lands, that a well drilled under this agreement is
not capable of production in paying gquantities and inclusion of the land on which 1t
is situated in a participating ares is unwarranted, productlion from such well shall,
for the purposes of settlement among all parties other then working interest owners,
be allocated to the land on which the well is loceted so long as such lend is not
wlthin a pafticipating aresa establighed for the pool or deposit from which such pro-
duction is obtalned. Settlement for working interest benefits from such & well shall
be made as provided in the unit operating agreement.

12. ALIOCATION OF PRODUCTION. All unitized substances produced from each
participating area established under this sgreement, except any part thereof used
in conformlty with good operating practices within the unitized area for drilling,
operating, camp end other production or development purposes, for repressuring or
recycling Iin asccordance with a plan of development apprpved by the Su@erviaor, the
Commissioner and the Commission, or unavoidably lost, shall be deemed to be produced
equally on an acreage basis from the several tracts of unitized land of the parti-
cipating area established for such production and, for the purpose of determining
any benefits accruing under this esgreement, each such tract of unltized land shall
have allocated to it such percentage of said production as the number of acres of
guch tract included in said particifating area bears to the total scres of unltized
land in said participating esrea, except that allocaﬁion of production hereunder for
purposes other than for settlement of the royalty, overriding foyalty, or payment out
of production obligations of the respective working interest owners, shall be on the
bagls prescribed in the unit operating 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 éllocated a8 provided here-
in regardless of whether any wells are drilled on any particular part or tract of
suid particlpatin area. If any gas produced from one participating area 1s used for
repressuring or recycling purposes in another participating area, the flrst gas with-
drawn from such lasgt-mentioned parti.cipating area for sale during the life of this

agreement shall be considered to be the gas so transferred until an amount equal to
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that trensferred shall be so produced for sale ond such oo sholl be sllncnhed Lo Lh
participating ares from which inltially produced ne constibtuted ol the time of ouch
finol production.

13. DEVEIOPMENT OR OFERATION OF NON~PARTICIPATING LAND OR FORMATIONS: Any
party hereto owning or controlling the working interest in any unitized lond having
thereon a regular well location may with the approval of the Supervisor, the Commi«-
sioner or the Commission, at such party's sole risk, cost, and expeonse, drill a v 11
to test any formation for which a participsting arca has not been entablished or o
test any formation for which e participating area has been established 1f such locn-
tion is not within seid participating arca, unless within 90 days of receipt of no' -
from said party of his intention to drill the well the Unit Operator elects and com-
mences to drill such a well in like manner as other wells are drilled by the Unit
Operator under this agreement.

If any well drilled es aforesaid by a working interest owner results In
production such that the land upon which it is situated may properly be included in o
participating area, such parficipating ares shall be emteblished «ar enlarged as pro-
vided in this agreement and the well shall thereafter be opzrated by the Unit Opuro-
tor in accordance with the terms of this agreement and the unit operating agrcam:nt.
1f any well drilled as aforesaid by a working interest owner obtains
production in guantities insufficient to Justify the inclusion in a participating.
area of the land upon which such well is situated, such well may be operated and pr..-
duced 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 speclfiled in the underlying lease and agre=sments affected.

14, ROYAITY SETTLEMENT. The United States and the State of New Mexico and

of the substances now unitized hereunder produced from any tract, shall hereafter b
entitled to the right to take in kind their share of the unitized substances allocat.
ed to such tract, and Unit Operator, or in case of the operation of a well by a work-
ing dnterest owner as heredn in gpeciol coses provided for, such working interest

owncr, shall make dellveries of such royalty share taken in kind in conformity with

tonken in kind shall be mde by wvorking intorest owners responsible therefor under

<o

all royalty owners who, under éxisting contract, are entitled to take in kind a share

the appllicable contracts, lows, and regulations., Settlement for royalty interest not

-
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existing contracts, laws and regulationa on or before the last day of each month for
unitized substences produced during the preceding calendar month; provided, however,
that nothing herein contained shall operate to relieve the lesseeé of any land from

thelr respective lease obligations for the payment of any royslties due under their

leases.

If gas obtained from'lands not subject to this agreement is introduced
into any participating area hereunder, for use in repressuring, stimlation of pro-
duction, or increesing ultimate recovery, which shall be‘in conformity with a plan
first approved by the Supervisor and the Commissioner, a like amount of gas, after
nettlement as herein provided for any ges transferred from any other participating
area and with due allowance for ioss or depletion from any cause, may be withdrawn
from the formation into which the gas was introduced, royalty free as to dry gas,
but not as to the products extracted therefrom; provided that such withdrawal shall
be at such time as may be provided in the plan of operations or as may otherwise be
congented to by the Supervisor; the Commissioner and the Commissibn as conforming
to good petroleum engineering practice; and provided further, that such right of
withdrewal shall terminate on the termination of this unit agreement.

Royalty due the United States shall be computed as provided in the
operating regulations and paid in value or delivered in kind as to all unitized sub-
stances 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 dally average production per well,
said average production shall be determined in accordance with the operating regula-
tions as though each participating area were a single consolidated lease.

15. RENTAL SETTLEMENT. Rental or minimum royaslties due on leases commitied
hereto shall be paid by working interest owners responsiple therefor under existing
contracts, laws, and regulations, provided that nothing Perein contained shall oper-
ate to relieve the lessees of any land from their respec%ive lease obligations for
the payment of any rental or minimum royalty in lieu thereof due under their leases.
Rental or minimum royslty for lands of the United States subject to this agreement
shall be paid at the rate specified in the respective leases from the Unlted States

unlegs such rental or minimum royalty is walved, suspended, or reduced by law or by
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. 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, or may be reduced and suspended upon the order of the Com-
missioner of Public Lands of the State of New Mexico pursuant to applicable laws and
regulations.

With respect to any lease on non-Federal land containing provisions
which would terminate such lease unless drilling operations were within the time
therein specified commenced upon the land covered thereby or rentals paid for the
privilege of deferring such drilling operations, the rentals required thereby shall,
notwithatanding any other provisions of this agreement, be deemed to accrue and be-
come payeble during the term thereof as extended by this agreement end until the re-
quired drilling operations are commenced upon the land covered thereby or some por-
tion of such land is included within a participeting ares.

16. CONSERVATION. Operations hereunder and production of unitized sub-
stances shall be conducted to provide for the most economical and efficlent recovery
of sald substances without waste, as defined by or pursuant to State or TFederal law:
or regulations.

17. DRAINAGE., The Unlt Operatorbshall take appropriate and adequate measu-
res to prevent drainage of unitized substahces from unitized land by wells on land

not subject to this agreement, or pursuant to applicable regulations pay a fair and

reasonable compensatory royalty as determined by the Supervisor and the Commissioner.'!

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 or gas of lands committed to this agree-~
ment 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 holding interests embracing unitized land of the
United States or of the Sﬁate of New Mexico hereby consent that the Secretary and

the Coumissioner, respectively, shall and by their approval hereof, or by the ap-

Volooval rereof by their duly authorized representatives, do hereby establish, alter, |3

change, or revoke the drilling, produclng, rental, minimum royalty, and royalty re-
quirements of Federal and State leases committed hereto and the regulations in re-

gpect thereto to conform said requirements to the provisions of this agreement, and,
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without limiting the generality of the foregoing, nll lesses, Bubleasch, nnd con-

tracts are particularly modifled 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 oblipga-
tions for development asnd operation with respect to each and every part
or separately owned tract subject to this egreement, regardless of
whether there 18 any development of any particular pert or tract of the
unit area, notwithstanding anything to the contrary in any lease, opera;
ting agreement or other contract by and between the parties hereto, or
their respective predecessors in interest, or any of them.

(b) Drilling and ﬁroducing operations performed hereunder upon any
tract of unitized 1ﬁnds will be accepted and deemed to be performed up-
on and for the benefit of each and every tract of unitized land, and no
leese shall be deemed to expire by reason of failure to drill or pro- |
duce wells situated on the land therein embraced.

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

(d) Eech lease, sublease or contract relating to the exploration,
drilling, development or operation for oill or gas of lands other than

those of the United States committed to this agreement, which, by its

terms might expire prior to the termination of this agreement, is here- {2

by 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
sgreenent,

(¢) Any Faderal lease for a fixed term of twenty (20) years or any re-
newal thereof or any part of such lease which'is made subject to this

egreement, shall continue in force beyond the term provided therein

until the terminatlion hereof. Any other Federal lease commltted hereto -
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19.

shall continue in force beyond the term so provided therein or by law as
to the land committed so long as such lease remains subject hereto, pro-
vided that production is had in paying quantities under this unit sgree-
ment prior to the expiration date of the term of such lease.

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

(g) The segregation of sny Federal lease committed to this agreement is
governed by the following provision in the fourth paragraph of Sec. 17(b)
of the Act, as amended by the Act of July 29, 1954 (68 Stat. 583, 585):
"Any (Federal) lease hereafter committed to any such (unit) plan embrac-
ing lands that are in part within and in part outside of the area cover-
ed by any such plan shsll 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 nonunitiz-

ed portion shall continue in force and effect for the term thereof but
for not less than two years from the date of such segregation and so long
thereafter as oil or gas is produced in paying quantities."”

(h) Any State of New Mexico lease, or lease covering privately owned
lands, having only a portion of its lands committed hereto shall be seg-
regated as to the portion committed and the portion not committed, and
the provisions of such lease shall apply separately to such segregated
portions commencing as of the effective date hereof. In the event any
such lease provides for & lump-sum rentel payment, such payment shall be
prorated between the portions so segregated in proportion to the acreage
of the respective tracts.

COVENANTS RUN WITH:LAND. The covenants here shall be construed to be

covenants running with the land with respect to the interest of the parties hereto
and their successors in interest until this agreement terminates, and any grant,

transfer, or conveyance of interest in lend or leases subject hereto shall be and
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hereby 1s conditionéd upon the assumption of all privileges and obligetions heré-
under by the grantee, transferee, or other successor in interest. No assignment or
trensfer of any working interest, royalty, or other interest subjéct hereto shall b«
binding upon Unit Operator until the first day of the calendar month after Unit
Operator is furnished with the original, photostatic, or certified copy of the in-
strument of transfer.

20, EFFECTIVE DATE AND TERM. This agreement shall become effective upon ap-
proval by the Secretary and the Commissioner or their duly suthorized representatives
and shall terminate five (5) years from said effective date unless:

(&) such date of expiration is extended by the Director and the Com-
migsioner, or

(b) it is reasonsbly determined prior to the ex:iration of the fixed
term or any extension thereof that the unitized land is incapable of pro-
duction of unitized substances in paying quantities in the formations
tested hereunder and after notice of intention to terminate the agree-
ment on such ground is given by the Unit Operator to all parties in in-
terest at their last known addresses, the agfeement is terminated with
the approval of the Director and the Commissioner, or

(c) & valuable discovery of unitized substances has been made on uniti-

zed land during said initiel term or any extension thereof, in which evarn

the agreement shall remsin in effect for such term and so long ag uniti-
zed substances can be produced in paylng quentities, 1. e., in this
particular instapce in quantities sufficlent to pay for the cost of pro-
ducing same from wells on unitized land within eny participating area
established hereunder énd, should production cease, so long thereafter as
diligent operstions are in progress for the restoration of production or
discovery of new production and so long thereafter as the unitized sub-
stances.so discovered can be produced as aforesaid, or
(d) it is terminated as heretofore provided in this agreement.
This agreément may be terminated et any time by not less than 75 per cen-
tum, on en acreage basls, of the owners of working interests signatory hereto, with
the approval of the Director end the Commissioner; notice of any such espproval to be

given by the Unit Operator to all parties hereto.
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21. RATE OF PROSPECTING DEVELOPMENT, AND PRODUCTION. The Director is
hereby vested with authority to aléer or modify from time to time 1n his discretion
the quantity end rate of production under this agreement when sucﬁ quantity and rate
is not fixed pursuant to Federal or State law or does not conform to any state-wide
voluntary conservation or allocation program, which is éstablished,,recognized,'and
generally adhered to by the majority of opératora in such State, such authority be-
ing hereby limited to alteration or modification in the public interest, the purpose
thereof and the public interest to be served thereby to be stated in the order of
alteration or modification. Without regerd t6 the' foregoing, the Director is also
hereby vested with authority to alter or modify from time to time in his discretion
the rate of proépecting and devélophent and. the quantity and rate of production under
this agreement when such alterafion or modification ias in the interest of attaining
the conservation obJectives‘stgted‘in this agreement and 18 not in violation of any
applicable Federal or State law; provided, further, that no such alteration or modi -
fication shall be effective as to sany land of the State of New Mexico as to the rate
of prospecting and development in the ebsence of the specific written approval there-
of by the Conmissioner and as to any lands of the State of New Mexico or privately—
owned lands subjJect to this'agreement as to the quantity and rate of production in
the absence of specific written approval thereof by the Commissioner.

Powers in this sectlon vested in the Director shall only he exercilsed
after notice to Unit Operator and opportunity for hearing to be held not less than
15 days from notice.

22. CONFLICT OF SUPERVISION: Neither the Unlt Operateor nor the working in-
tereat owners nor‘any of them shall be subject to any forfelture, termination, or
expiration of any rights hereunder or under any leases or contracts subject hereto,
or to any penalty or lisbility for delay or failure in whole or in part to comply
therewlth 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 with the exercise of due dliligence the con-
currence of the representatives of the United States and the representatives of the
State of New Mexico 1n and about any matters or thing concerning which it is requir-
ed herein that such concurrence be obtained. The parties hereto, including the Com-

mission, agree that all powers and authority vested In the Commission in and by any
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provisions of this éontract are vested in the Commimsion and shall be éxerclsed by 1%
pursuant to the proviasions of the laws of the State of New Mexico and subject in anv
case to appeal or judicial review as may now or hereafter be"provided by the laws ol

the State of New Mexico.

23. APPRARANCES. Unilt Operator shall, after notlce %o other parties sf-
fected, have the right fo appear for and on behslf of any and all interests affect.-
ed hereby before the Department of the Interior end to appeal from orders issued un-
der the regulations of sald Department or to apply for relief from any of sald regu-
lations or in any proceedings relative to operatlions before the Department of the
Interior or any other legally constituted auvthority; provided, however, that any
other Iinterested party shall also have the right at bis own expense to be heard in
any such proceeding.

2k, NOTICES. All notices, demands or statements required hereunder to be
given or rendered to the partles hereto shall be deemed fully given 1f 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 con-
nection with the signatures hereto or to the ratification or consent hereof or to

guch other address as any such party may have furnished in writing to party sendir:

U=

the notice, demand or statement.

25, NO WAIVER OF CERTAIN RIGHTS. thhiné'in this agreement contained shzll
be construed as a waiver by any party hereto of the right to assert any legal or
constitutional right or defense as to the valiaity or invalidity of any law of the
State wherein sald unitized_lands are located, or of the Unifed States, or regula-~
tionsg issued thereunder in any way affecting such party, or as a walver by any such
party of any right beyond his or its authority to waive.

26 UNAVOIDABLE DEIAY. All obligations under this agreement requiring the
Unit Operstor 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 caly so long as, the Unit Operator desplte the exercise of due care and diligence |2V

in oorevented from complyding with such obligations, in whole or in part, by strikes,
acty of God, Federal, State, or rmunicipal law or agencies, unavoidable accidents,
uncontrollable delays in transportation, inabllity to obtain necessary materials

in open market, or other matters beyond the reasonable control of the Unit Operator
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whether similar to mntltcers hoveln cpomearndlod or nol.
27. FAIR EMPTOYMENE, Tn connection with the performance of work under thic

agreement, the operator ogrees nol to discriminate agalnst ony cmployee or sppli-

cant for employment because of race, religion, color, or national origin. The aforcit

gaid provision shall include, but not be limited to, the following: employmeont, up-
grading, demotion, or transfer; recruitmen’ or recruitment advertising, layoff or
termination; rates of pay or other forms of compensation; snd selection for train-
ing, including apprenticeship. The operator sgrecs to post hereafter In consplcuous
places, hAvallable for employees end spplicents for employment, notices to be pro-
vided by the contracting officer setting forth the provigions of the nondiscriminn-
tion clause,

The operator agreés to lnsert the foregolng provision‘in all subcon-
tracts hereunder, except subcontracts for standard commercial supplies or raw mter-
ials.

28. 10SS OF TITIE. In the event title to any tract of unitized land shall
fail snd the true owner cannot be induced %o join in this unit agreement, such tract
shall be automatically regarded as not committed hereto and there shall be such re-~
adjustment of future costs and benefits as may be requirea on account of the loss of
such title. In the event of a dispute as to tifle as to any royalty,working in-
terest, or other interest subject hereto, payment or delivery on account thereof
may be withheld without liability for interest until the dispute is finally settled;
provided, that, as %o Federal 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 shall be
deposited as directed by the Supervisor and the Commissioner, respectively; to be
held as unearned money pending final settlement of the title dispute, and then ap-
plied as earned or returned in accordance with such final settlement. (

Unit Operator as such is relieved from any responsibility for any de-
fect or faillure of any title hereunder.

In order to avold title failures which might incidentally cause the
itle to a working interest or luterssts to fail, the owners of (a) the surface
rights to lands lying within the Unit Area, (b) severed minerals or roy%lty in-
terests in sald lands, and (¢) dmprovemsnts located on said lands but not utilized

for unit operations, shall individually be responsible for the rendition and assess-
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ment, for ad valorem tax pwrposes, of all such property, and for the poyment of szuch
taxes, except as otherwise provided in any controct or agreement between such owners
and a working intérest owner or owners or in the unit operating agieemcnt. If ony ad
valorem taxes are not paid by such owners responsible therefor when due, the Unit
Operator may, at any time prior to tax sale, pay the same, redeem such property, end
discharge such tex liens as may arise through non-payment. In the event the Unit
Operator makes any such payment or redeems any such property from tax sele, the Unit
Operator shall be reimbursed therefor by the working Interest owners in proportion to
their percentages of participation; and the Unit Operator shall withhold from the pro-
ceeds otherwise due to said dellnquent texpayer or texpayers, an amount sufficient to
defray the coasts of such paymentvor redemption, such withholdings to be distributed
among the working interest owners in proportion to their respective contributions to-
ward such poyment or redemption.

29. NON-JOINDER AND SUBSEQUENT JOINDER. If the owner of any substantial in-
terest in & 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 approval of thls agreement by the Director and the Commission-
er. Any oll or gas interests in lands within the unit area not commitied hereto prior
to submission of this agreement for final approval ﬁay thereafter be committed hereto
by the owner or owners thereof subscribing or consenting to this agreement, and, if
the interest 18 a working interest, bj the owner of such interest also subscribing

to the unit operating agreement. After operations are commenced hereunder, the right
of subsequent joinder, as provided in this section, by a working interest owner is
subject to such requifements or spprovals, 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 in-
terest ownef 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 pon-working interast, at any time, wust be accompanied by appropriate joinder by
the owner of the corresponding working interest in order for the interest to be re-
garded as effectively committed hereto. Joinder to the unlt sgreement by a working

interest owner, at any time, must be occompanied by appropriete joinder to the unit

AN
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11 gsuch ninety (90) day period, with the same force and effect as though such working

operating sgreement, if more than one committcd working-intoercst owner is involved,
in order for the interest to be regarded as effcectively committed to the unit agrec-
ment. Excépt as may otherwlge herein be provided subsequent jolnders to this agror-
ment shall be effective as of the first day of the month following the filing with
the Supervisor and the Commissioner of duly executed counterparts of all or any
papers neceséary to establish effective commitment of any tract to this agreement un-
less objection to such joinder is duly made within 60 days by the Director or Com-
missioner.

30. COUNTERPARTS. This agreement may be executed in any number of counter-
parts no one of which needs to be executed by all parties or may be ratified or con-
gented to by separate instrument in writing specifically referring hereto and shall
be binding upon ell those partdies who have executed such a cow . part, ratification,
or consent hereto with the same force end effect as if all such parties had signed
the seme document end regardless of whether or not it is executed by all other pertics
owning or claimihg an interest in the lands within the above-described unit area.

31. SURRENDER. UNothing in this agreement shall prohibit the exercise by any
working interest owner of the right to surrender vested in such party in any lease,
sub-lease, or operating agreement as to all or any part of the lands covered thereby,
provided that each party who will or might acquire such working interest by such sur-
render or by forfeiture as hereafter set forth, is bound by the terms of this agree-
ment,

If as a result of any such surrender, the working interest rights as to
such lands become vested in any party other than the fee owner of the unitized sub-
gstances, said party shall forfeit such rights and no further benefits from operation
hereunder as to said land shall accrue to such party, unless within ninety (90) days
thereafter sald party shall execute this agreement and the unit operating agreement
as to the working interest acquired through such surrender, effective as though such
land had remsined continuously subject to this agreement and the unit operating agreej
ment. And in the event such agreements are not so executed, the party next in the

chain of title shall be end become the owner of such working interest at the end of

interest had been surrendered to such party.
S
If as a result of any such surrender or forfelture the working interest

rights as to such lands become vested in the fee owner of the unitized substances,
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such owner may:

(1) Execute this sgreement and the unit operating agreement as a work-

ing interest owner, effective as though such land had remained cortim-

ouély subject to this agreement and the unilt opersting agreement.

(2) Again legse such lands but only under the condition that the holder

of such lease shall within thirty (30) days after such lands are so

leased execute thils sgreement and the unit operating agreement as to
each participating area theretofore established hereunder, effective as
though such land had remained continuously subject to this agreement and
the unit operating agreement.

(3) Operate or provide for the operation of such land independently of

this agreement a8 to any part thereof or any oll or gas deposiﬁs therein

not then included ﬁithin a participating area.

If the fee owner of the unitized substences does not execute this agree~
ment and the unit operating agreement as & working interest owner or again lease such!
lands as above provided with respect to each existing participating areé, wilthin six
(6) months after any such surrender or forfeiture, such fee owner shall be deemed to
have walved the right to execute the unit operating agreement or lease such lands as
to each such participating area, and to have agreed in consideration for the compen-
satlion hereinafter provided, that operations hereunder as to any such participating
area or areas shall not be affected by such surrender.

For any period the working interest in any 1§nds are not expressly com-
mitted to the unit operating agreement as the result of any such surrender or for-
feiture, the benefits and obligations of operations aceruing to such lands under this
agreement and the unit operating asgreement shall be shared by the femaining owners of
unitized working interests in accordance with their respective participating working
interest ownership in any such participating area or areas, and such owners of work-

ing interests shall compensate the fee owner of unitized substances in such lands by

lands under the lease in effect when the lands were unitized, as to such participating
AI'@8 Or areas,

Upon commitment of & working interest to this agrecment and the unit
operatling agreement as provided 1n this section, en appropriate accounting and set-

tlement shall be made, to reflect the retroactive effect of the commitment, for all

_paying sums equal to the rentals, minimum royalties, and royalties applicable to such {5
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duced,gathered, and sold from the lands subject hereto, or upon the proceeds or net

benefits ocorulng to Of poyment s ceo enpondiheeo, pecdle o o o oy b il o of oueh
surteadocesd working Inte ceat durdog Bhe oy lod betveen The date of surrender and the
date of rgcommitment, and payment of any moneys found to be owing by such asg account-
ing shall be made as between the partles then sipgnatory to the unit operating agreo-
ment and this agreement within thirty (30) days after the recommitment. The right
to become a party to this agreement snd the unit operating agreement as s working
interest owner by reason of a surrender or forfeiture as provided in this section
shall not be defeated by the non-existence of a unit operating agreement and in the
event no unit operating sgreement is in existence and a mutually acceptable agreement
between the proper parties thereto cannot be consummated, the Supervisor may pre-
scribe such reasonable and equitable agreecment as he deems warranhted under the cir-
cumstances.,

Nothing in this section shall be decmed to limlt the right of joinder or
subsequent joinder to this agreement as provided elsewhere in this agreement,. The
exercise of any right veied In a working interest owner to reassign such working

interest to the party froe» whom obtalned shall be subject to the same conditions as

32. ROYALTY OWNERS' TAXES. Each royalty owner shall render and pay all ad
valorem taxes, including ad valorcm taxes measured by production levied against its
royalty or mineral intcrest. Unit Operator shall pay, as an agent for the working
interest owners, each royalty owner's share of all taxes other than ad valorem taxes

levied on, or measured by, the unitized substances in and under, or that may be pro-

proceeds derived therefrom, to the extent that the same are made payable by law by
any working interest owner. Each working interest owner shall reimburse Unit Opecra-
tor for taxes so paid on its behalf ond such working interest owner shall moke pro-
portionate deductions of said amounts in scttlirg with its royalty owners in each

separately owned tract. No such taxes sball be charpged to the United States or the

1Ztate ol New Mewxidco.

i

!

ibereto is that of independent contractors ond nothing in this agreement contained,
expresged 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 thwin.

set forth in this section in regard to the exercise of a right to surrender. by

53+ NO PARTRERGHLP. It 43 oopressly apgreed that the relation of the parties|?3
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34, TINDIAN IANDS OR RIGHTS. Certain unleased Federal lands within the unit {1
ares have been reserved for an Indian school. In the event that such lands are 2
lease2d as Indian land, or as Federal land subject to certain Indian rights requiring |3
consent of the Indians and approval of the Indian Bureau to commitment thereof to 4
this agreement, 1t is agreed that such commitment, and the terms and conditions in- |5
cident thereto may be made by means of an APPROVAL-CERTIFICATION-DETERMINATION in 6
guch form as may be acceptable to the Director and approved by the Commissioner of 7
Indian Affairs or his duly authorized representative. 8

IN WITNESS WHEREOF, the parties hereto have caused this agreement to be ex- 9
ecuted and have set opposite their respective names the date of execution. 10

UNIT OPERATOR AND WORKING INTEREST
OWNER
ATTEST : DATE: PAN AMERICAN PETROLEUM CORPORATION
; ' APPROVED
;«{ A
7' 5'05‘7 &i’i / . . A e e T '
Assistant Seereteary D. B. Mason, Jr. Attorne? in Fact
Address ;
WORKING INTEREST OWNERS
ATTEST: DATE: PETRO-ATLAS, INC.
By
Secretary President
Address
ATTEST : DATE : COLORADO OIL & GAS CORPORATION
By
Secretary President

Address:

-27-




ATTEST: DATE:

AUG 6 1959
Secretary . ;
Address: ':\) CBFF\LE)L\{C\A &Lbﬂso . l EXRS
ATTEST : PUBCO PETROLEUM CORPCRATION

ot 5

A—sf,{- Secretary

Add-ress . ’ ¥ &CE. ‘i i . . - . ca
ATTEST: BROOKHAVEN OIL COMPANY
ﬁﬂmﬂcq Scatd £-/8-59 wy L////%V//JV/,%/‘/ |
Secre tary 2 Pre‘%i/dent

Address: f\os‘\‘ C)FF'\(R&x DY T Dco We nane — ;\\&“‘Lowa

ATTEST GULF OIL CORPCRATION

JUL 21 1959 By

Secre%aryl" . . boX 2097 I f/ﬁresé.—dent —
H. D. Bedford - At’%rney in Fact o
Address: Denver, Colo, A~
ATTEST : NORTHWEST PRODUCTION CORPORATION
4/ M 2-27-57 By ' >
ASS7  Secretary / ( : (i President
Address: £330 %nm Ex@\buuﬁ_ \\E\L SMERGWE | SO DN gica
ATTEST: THE SIDWELL CORPORATION
7. , ; '
iy 27 / ~ .
' / - 4 sdent
{{;’}/ - —_—
Address: EcsT ®I=F»‘u}ug ?Ll 43 DS/uc&B VO, g Q'\,m\nm
ATTEST: ‘ SOUTHERN PETROLEUM EXPLORATION, INC.
="
- ) Secretary President

el

Address: — isiersuinee D est \Jiggimina




ADDRESS :

DATE :

R. W. BOLACK

BOLACK

JOHN N. EDDY

EDDY

CHARLES B. GONSAIES

GONSALES

ABRAHAM

7 7/) o /

‘/ C/‘, 27 z’////{’/,/—. /? . IZ
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OTHER PARTIES

ATTEST: DATE:




STATE OF TEXAS )
COUNTY OF TARRANT )

On this . day of /Y, Iy , 192 7, before me appeared

D. B. Mason, Jz, /'y to me personally known, who, being by me duly sworn
did say that he is the Attornmey in Fact of PAN AMERICAN PETROLEUM CORPORATION, a cor-
poration, and that the seel affixed to said instrument is the corporate seal of said
corporation and that said instrument was signed and sealed in behalf of said corpora-
tion by authority of its Board of Directors, and said D. B. Mason, Jr.
acknowledged said instrument to be the free act and deed of said corporation.

IN WITNESS WHEREQOF, I have hereunto set my hand and affixed my seal on this,

i t * )
the day and year first ebove written 72;81/// ,,;D
My Commission expires: Ry - 2 B A
;- Notary Public in and for Tarrant County,
v~ Tw/ Texas
STATE OF )
)
COUNTY OF )
On this day of , 19 , before me appeared
, to me personally known, who, being by me duly sworn
did say that he is the President of PETRO-ATLAS, INC., a corporation, and that

the sea. affixed to said instrument is the corporate seal of said corporation and that
said instrument was signed and sealed in behalf of said corporation by suthority of
its Board of Directors, snd said acknowledged said in-
strument to be the free act and deed of said corporation.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my seal on this,
the day and year first above written.

My Commission expires:

Notary Public in and for

County,
STATE OF )
)
COUNTY OF )
On this day of , 19 , before me appeared
, to me personally known, who, being by me duly sworn
did say that he is the President of COLORADO OIL & GAS CORPORATION, s cor-

poration, and that the seal affixed to said instrument is the corporate seal of said
corporation and that said instrument was signed and sealed in behalf of said corpora-
tion by authority of its Board of Directors, and said
acknowledged said instrument to be the free act and deed of said corporation.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my seal on this,
the day and year first above written.

My Commission expires:

Notary Public in and for
County,




STATE OF

)
)
)

COUNTY OF
On this day of , 19 , before me eppeared
, to me personally known, who, being by me duly
sworn did say that he is the President of EL PASO NATURAL GAS ERe@WETS COMPANY,

a corporation, and that the seal affixed to said instrument is the corporate seal of
said corporation and that said instrument was signed and sealed in behalf of said

corporation by authority of its Board of Directors, and said
acknowledged said instrument to be the free act and deed of said corporation.

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

My Commission expires:

Notery Public in and for
County,

STATE OF Z% ; &Zﬁgg,_; )
V2R )
COUNTY OF é g@,M_ )

On this _7  day of AUGUST , 19.54 , before me appeared
Frank D. Corham I , to me personally kno¥wn, who, being by me duly sworn
did say that he is the xn President of PUBCO PETROLEUM CORPORATION, a corpora-
tion, and that the seal a.%fixed to said instrument is the corporate seal of said cor-
poration and that said instrument was signed and sealed in behalf of said corporation
by suthority of its Board of Directors, and said Frank D. Gorham, Tr.
acknowledged said instrument to be the free act and deed of said corporation.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my seal on this,
the day and year first above written.

My Commission expires:

My Commission Expires Jan. 11,1961

COUNTY OF _ N ldicortor)

V/
On this / /26 day of 19S 2 , before me appeared
%. Pt (jM Q’(/ personally known, who, being by me duly

sworn did say that he 1 esident of BROOKHAVEN OIL COMPANY, & corpora-
tion, and that the seal afflxed to sald instrument is the corporate seal of said

corporation and that sald instrument was signed and sealed in ehalf of sgid cor-
poration by authority of its Board of Directors, and sai ,
acknowledged said instrument to be the free act and deed of said corpora.tion.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my seal on this,
the day and year first sbove written.

My Commission expires: K//W/ / /3/ /z
ary Public inh and for
s E € > County,




STATE OF ( a/f f,/ g

(/j 20,
) ORI

-
On this 2/ day of k]L’{‘, , 194 %, before me appeared

Ha D.. Bedford iveewsepsmmiseets 7/, td me personally known, who, being by me duly
sworn did say that he is the /""'ﬂ*"g’* /»President of GULF OIL CORPORATION, a corpora-
tion, and that the seal affixed to said instrument is the corporate seal of said cor-
poration and that said instrument was signed and sealed in behalf 8f said corporation
by authority of its Board of Directors, and said H. D. Bedror
acknowledged said instrument to be the free act and deed of said corporation.

IN WITNESS WHEREQF, I have hereunto set my hand and affixed my seal on this,
the day and year first above written.

// . B ~ 7{ 2
My Commission expires: / é@é;{%ﬁ A < C
0CT9 1961 Notary Public in and for 7 /4 4. o

county) 0’; )\34.74-4/-&1 ” /{Z/:,/

STATE OF /’,/ /"//Zﬂmuv )

,,/

COUNTY OF

On thls day of £ y 1959 , before me appeared
/i L/ , to # personally known, who, being by me duly sworn
did say t t he is the /¢t President of NORTHWEST FRODUCTION CORPORATION, & cor-
poration, and that the seal affixed to said instrument is the corporate seal of said
corporation and that saild instrument was signed and sealed in beha.lf"/o ;aid corpora-

tion by authorith of its Board of Directors, and said A
acknowledged said instrument to be the free act and deed of/said corporation,

1IN WITNESS WHEREOF, I have hereunto set my hand a.nd affixed my seal on this,
the day and yeer first above written. »

My Cuzmﬁ ssion expires:
“JUN 1 7 1863

STATE OF L&QWL((//&-
COUNTY OF /[LVL;%FM ) 7

/.
(/étb.,/ ,19 44 , before me appeared
personally known, who, being by me duly
. esident of THE SIDWELL CORPORATION, a cor-
poration, and that the seal affixed to said instrument is the corporate seal of said
corporation a.nd that said instrument was signed and sea.led in_ be ZLf f sa.id c

acknowledged said instrument to be the free act and deed 6f said corporatlori

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my seal on this,
the day and year first above written.

My Commission expires: Z ) P EPEE &&4(

- . . Notary Public in and for .7 LA
S AD4L County, [ afohod




TYLER )

COUNTY OF )
On this sz day of O//%gé/ , l9éf , before me appeared

Paul W. Neuenschwander ¢/, to me personally known, who, being by me duly sworn
did say that he is the President of SOUTHERN PETROLEUM EXPLORATION, INC., a
corporation, and that the seal affixed to said instrument is the corporate seal of
said corporation and that said instrument was signed and seale%,%P behalf of said
corporation by authority of its Board of Directors, and said aul W. Neuenschwander
acknowledged said instrument to be the free act and deed of said corporation.

STATE OF

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my seal on this,
the day and year first above written. 7

y e
My Commission expires: ey L. //5f£244//
My Commission Expires W&W Public in and for
June 11, 1969 / County, WEST-VA
“'// .
STATE OF )
- )
COUNTY OF )
On this day of . 19 , before me personally appeared
R. W. BOLACK and wife, BOLACK, to me known to be the persons de-

scribed in and who executed the foregoing instrument, and acknowledged that they
executed the same as their free act and deed.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my seal on this,
the day and year first above written.

My Commission expires:

Notary Public in and for

County,
STATE OF )
)
COUNTY OF )
On this day of , 19 , before me personally appeared
JOHN N. EDDY and wife EDDY, to me known to be the persons de-

scribed in and who executed the foregoing instrument and acknowledged that they execut-
ed the same as their free act and deed. '

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my seal on this,
the day and year first above written.

My Commission expires:

Notary Public in and for
County,




CCUCUNTY OF EL PASO |

The foregoing instrument was acknowiedged before me this
bth day of August, 1959, by BEN F, HOCWELL , as Attorney-in-Fact on
vehaif of 2L FPASO NATURAL GAS COMFANY, a Deiaware corporation.

Witness my hand ana officia seai.

NATALIE TAYLOR )
Noiary Public in and for El Paso County, Texas /Z_/ét— ﬂ, . ;‘- o

My Commission Expires June 1, 1961



STATE OF

)
)
)

COUNTY OF
On this dsy of , 19 , before me personally ap-
peared CHARLES B. . GONSALES and wife, GONSALES, to me known to be

the persons described in and who executed the foregoing instrument, and acknowledged
that they executed the same as their free act and deed.

IN WITNESS WHEREOF, I have hereunto set my hend and affixed my seal on this,
the day and year first above written.

My Commission expires:

Notary Public in and for

County,
STATE OF )
)
COUNTY OF )
On this day of , 19 , before me perscnally appeared
J. R. ABRAHAM and wife ABRAHAM, to me known to be the persons de-

scribed in and who executed the foregoing instrument, and acknowledged that they execut-
ed the same as their free act and deed.

IN WITNESS WHERECF, I have hereunto set my hand and affixed my seal on this,
the day and year first above written.

My Commission expires:
' Notary Public in and for

County,
STATE OF /..  Gu oo )
' )
COUNTY OF . ° ., )
.., . On this S day of - ... . ; 19 .- , before me personally appeared
W==P§%838R and wife =, . .. N EARR, to me known to be the persons de-

scribed in and who executed the foreg01ng instrument, and acknowledged that they
executed the same as their free act and deed.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my seal on this,
the day and year first above written.

My Commission expires: ,“V,;;.r.,"”" - Cooel =
' Notary Public in and for
R County,




STATE OF

)
)
)

COUNTY OF

On this day of .5 19 , before me appeared
, to me personally known, who, being by me duly
sworn did say that he is the President of
, a corporation, and that the seal affixed to said instru-
ment is the corporate seal of said corporation and that said instrument was signed
and sealed in behalf of said corporation by authority of its Board of Directors, and
sald acknowledged said instrument to be the free act
and deed of said corporation.

IN WITNESS WHEREQF, I have hereunto set my hand and affixed my seel on this,
the day and year first above written.

My Commission expires:

Notary Public in and for
County,

STATE OF

)
)
COUNTY OF )

On this day of , 19 , before me gppeared
, to me personally known, who, being by me duly
sworn did ssy that he is the President of
, & corporation, and that the seal affixed to said instru-
ment is the corporate seal of said corporation and that sald instrument was signed
and sealed in behalf of said corporation by authority of its Board of Directors, and
said acknowledged said instrument to be the free act
and deed of said corporation.

IN WITNESS WHEREOF, I have hereunto set my hend and affixed my seal on this,
the day and year first above written.

My Cdmmission expires:

Notary Public in and for
County,

STATE OF

Nt Net” N

COUNTY OF

On this dey of , 19 , before me appeared

, to me personally known, who, being by me duly
sworn did say that he is the President of
» & corporation, and that the seal affixed to said
instrument is the corporate seal of said corporation and that saild instrument was
signed and sealed in behalf of said corporation by authority of its Board of Direc-
tors, and said acknowledged said instrument to
be the free act and deed of said corporation.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my seal on this,
the day and year first above written.

My Commission expires:

Notary Public in and for
County,




STATE OF

)
COUNTY OF §

On this dey of , 19 , before me personally
appeared and wife,
to me known to be the persons described in and who executed the foregoing 1nstrument
and acknowledged that they executed the same as their free act and deed.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my seal on this,
the day and year first above written.

My Commission expires:

Notary Public in and for

County,
STATE OF )
)
COUNTY OF )
On this day of , 19 , before me personally
appeared and wife,

to me known to be the persons described in and who executed the foregoing instrument,
and acknowledged that they executed the same as their free act and deed.

IN WITNESS WHEREQF, I have hereunto set my hand and affixed my seal on this,
the day and year first above written.

My Commission expires:

Notary Public in and for
County,

STATE OF

)
)
COUNTY OF )

On this day of ,» 19 , before me personally ap-
peared , to me known to be the person described in and
who executed the foregoing instrument, and acknowledged that executed the
same as free act and deed.

IN- WITNESS WHEREOF, I have hereunto set my hand and affixed my seal on this,
the day and year first above written.

My Commission expires:

Notary Public in and for

County
STATE OF )
)
COUNTY OF )
On this day of , 19 , before me personally ap-
peared , to me known to be the person de-

scribed in and who executed the foregoing instrument, and acknowledged that
executed the same as free act and deed.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my seal on this,
the day and year f{irst above written.

My Commission expires:

Notary Public in and for
County,




