(Reproduced Copy with Ratifications, Certificates
and Order of N.M.0.C.C. attached)

UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION OF THE

LEA UNIT AREA

LEA COUNTY, NEW MEXICO NO._14-08-001-6455

THIS AGREEMENT,-entered into as of the /0%’  day of Mwember, 1959, 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,_dr other oil
and gas intérests in the unit area subject to this asgreement; and

WHEREAS the Mineral Leasing Act of February 25, 1929, L1 stat. 437, as emend-
ed, 30 U. S. C. Secs. 181 éf seqQ., authofizes Federal lessees and thelr representativés'
to unite with each other, or Jointly or separately with others, in cOliectively adopt-
ing and operating a cocperstive or unit plan of developmént or operation of any oil or
gaslp001, field, or liké area, or any part thereof for the purpose of more prpperly
conserving the natural resources thereof whengver determined and certified by the
Secretary of the Interior to be necessary or advisable in the publié interest; and

WHEREAS, ﬁhe Commissioner of Public Lands of the State of New Mexico is
authorized by an Act of the Legislature (Sec. T-11-39 N.M. Statutes 1953 Annotated)
to consent to or approve this agreement on behalf of the State of New Mexico, insofar
a8 1t covers and includes lands and mineresl interests of the State of New Mexico; and

WHEREAS, the 0il Conservation Co&mission of the State of New Mexico is
. authorized by én act of the Legislature (Chapter 72, Laws of 1935, as amended by Chap-
ter 193, Laws of 1937, Chapter 166, Laws of 1941, and Chapter 168, Laws of 1949) to
‘approve this asgréement and the conservation provisions hereof; and

WHEREAS the parties héreto hold sufficient interests in the Lea Unit Area
covering the land hereinafter described to give reasonably effective control of
operations therein; and

WHEREAS, 1t is the purpose of the parties hereto to conserve natural re-
sources, prevent waste, and secure other benefits obtainable through developmeﬁt 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 promises herein con-
tained, the parties hereto commit to this agreement their respective interests in the

~define area, and a al g thenselves a5 follows:
below-defined unit , end agree severally among th 1 foll



1., ENABLING ACT AND REGULATIONS. The Mineral Legs:lng .}:.ct of February 25,
1920, as amended, supi'a, and all valid pefb.inent reg\.;lations » including operating .a.nd.
unit plan regulations, heretofore issued theréunder or valid, pertinent, and réasonablo
regulations hereafter issued thereunder are accepted and made a part of this agreement
as to Federal lands, provided such regulations are not inconsistent with the term's‘ of .
this agreement; and as to' State of New Mexico and privately owned lands, the o\ii and
ga.ﬁ operating regulations in effect as of the effective date hereof governing darill-
ing and producing operations, not mcdnsistent. with the terms 'hereotl‘ or the laws of .
.the State of New ngico are hereby accepted and made a part of this agreement.
2. UNIT AREA. The following-described land is hereby designated and

recognized as constituting the unit area:

T-20-8, R-34-E, NMPM. . T-20-8, R-35-E, NMPM
Sec. 11; E/f2 : : Sec. 18; Lots 1, 2 3 & U4 and B/2 W/2
Sec. 12; All ’ Sec. 19; Lots 1 & 2 and E/2 W/b .
Sec. 13; All . '
Sec. 1k; NE/h.
Sec. 24; N/2 - 2

Containing 2,559.68 acres, more or less.
Exhibit A attached hereto is a map showing the unit area and the boundaries
, .a.nd identity of tracts and leases in said area to the extent known to the Unit Opérat'o_r.
Exhibit B attached hereto is a schedule showing to the extent kmown to the Unit
Operator the acreage, bercentage , and kind of ownership of o0il and gas interests in all
land in the unit area. However , nothing herein or in said. schedule or map shsll be
construed as a representation by any party hereto as »to.the ownership of any interest
other than such interest or 1ntere§ts as are shown in said mp 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 requgsted by the 01l
and Gas Supervisor, hereinafter referred to as "Supervisor ,"' of vhen requested by the
Commissioner of Public Lands of the State of New Mexico ’ hez.'eina.fber referred to as
"State Commissioner,” and not less than seven coples of the revised exhibits shall be
filed with the Sui'pérvisor , and one (1) copy thereof shall be, filed with the State _
‘ Commissioner and one (1) copy with the New México 01l 0mser§ation Commission, herein-
after referred to as "State Commission.” | |

The above-descri‘bed unit area shall when practicable be expanded to include
therein any additional tract or tracts regarded as reasonably necessaﬂr or ‘advisablg
for the purposes o:é ‘this agreement, or ;hall be contracted to exclude lan-ds. not within

‘any participating a.rea‘whenever such expansion or contraction is necessary or advisable
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to conform with the purposes of this agreement. Such expansion or contraction shall

be effected in the féllowing manners
(a) Unit Operator, on its owvn motion or on demend of the Director of the

]

Geological Survey, hereinafter referred to as "Director,” or on demand of the State‘
Commissioner;after preliminary coﬁcurrence by the Director, shall prepare a nétice
of proposed expansion or contraction describing the contemplated changes in the
boundaries of the unit ares, the reasons therefof, and the proposed effective date
thereof, preferably.the first day of a month shﬁseqnent to thé date'of notice.

(v) sSaid noticé shall be delivered to the Supervisor, the State Commissioner
end the State Commission and copies thereof mailed to the last known address of gach
working interest owner, lessee, and lessor whose interests are affected, advising %Sat
30 days will be allowed forlsubmission to the Unit Opefator of any objections. B

5 (c) Upon expiration of the 30-day period provided in the preceding item
(v) hereof, Unit Operator shall file with the Supervisor, the State Comnissioner and
the State Commiésion evidence of mailing of the notice of expansion or contraction
end avcopy of eny objeciions thereto which hgve'been filed with the Unit Operator,
.together with an application in sufficient nuﬁber, for approval of such expansion
or contraction end with appropriate joinders.‘

| (a) After dué considerstion of all pertinent information, the expension
or contraction shall, upon approval by. the Diréctor,‘the State Commissioner and the
State Commission, become effective as of the date prescribed in the notice thereof.

(e) All legal subdivisions of unitized lands (1.e., 40 acres by Government
survey or its nearest lot or tract equivalent in instances of irregular surveys,
hovever, unusuaily large lots or tracts shall be considered in multiples of 40 acres,
or the nearest aliquot equivalent thereof, for the purpose of elimination under this
subseétion), no parts of which are entitled to be in a participating area within 5
years after the first day of the month following ﬁhe effective date of the first
initial pﬁrticipating area estdblisheq under this unit agreement, shall be eliminated
automatically frﬂﬁ this agreement, effective as of the first day thereafter, and such
lands shall no longer be a part of the unit area and shall no longer be subject to
this agreement, unless at the expiration of said 5~year period diligent dr;lling
operations are in p;ogress on unitized lands not entitled to participation, in which
event all such 1an¢s shall remain subject hereto for so long as such drilling operations
are continued diligently, with not more than 90 days' time elapsing between the com-

pletion 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 dfter the expira-
tion of any period of time duriﬁg which drilling operations are prevented by a métter
beyond. the reasonable control of unit operator as set forth in the section hereof
entitled “Unavoidable_Delay"; provided that all legal subdivisions of lands not in

a participating area én@ not entitled to become participating under the applicable
provisions of this agreement within 10 years after said first day of the month follow-
ing the effective date of sald first initial participating area shall be eliminated

as above specified. Determination of creditable "Unavoidable Delay" time shall be

made by unit operator and subject to approval of the Director and the State Commissioner.
The unit operator shall, within 90 days after the effective date 6? any elimination
hereunder, describe the ;rea 80 eliminated to the satisfaction of the Director and

the State Commissioner and promptly notify all parties in interest.

If conditions wﬁrrant extension of the 10-year period specified in this
subsection 2(e), a single extension of not t§ 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 interests
of the United States), on a total-nonpart1cipating-acreage basis, respectively, with
approval of the Director, and the State Commissioner provided such extension applicaf_
tion is submitted'to the State Commissioner and the Director not later than 60 days‘
prior to the expiration of said 1O-year period.

Any expansion of the unit afea pursuant to this section which embr#ces
lands theretofore eliminated pursuant to‘this subsection 2(e) shall not be considered
automatic commitment or recommitment of such lands. '

« 3. UNITIZED LAND AND UNITIZED SUBSTANCES. All land committed to thié
agreement shall constitute land referred to herein as "unitized land" or "lend subject
to this agreement”. All oil and gas in eny and all formations of the unitized land
are unitized under the terms of this agreement and herein are called "unitized
substances".

L. UNIT OPERATOR. The Ohio 0il Company is hereby designated as Unit
Operator and by signature hereto as Unit Operator commits to this agreement all inter-
ests in unitized substances vested in it and 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 1s 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
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'working interest when such an interest 1is oﬁed by it.

5. RESIGNATION OR REMOVAL OF UNIT OPERATOR‘. Unit Opere..tor shall have the
right to resign at any time prior to the esfaﬁlishment of e participeting area or
areas hereunder, but such resignation shall not become effecti\(e 80 a8 to release |
Unit Operator from the duf.ies and obligations of Unit Opérator 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 Opera;tor on all working\,interé'st owners and tt;e Director, the
State Conmissioner and State Commission and um::il- all w.ells then drilled hereunder
a'.re_placed in a satisfactory condition for suspension or abandonment whichever is
" required by'the Supervisor as to Federal lands and by the State Commission as to State
and privately owned lands unless a new Unit Operator shall have been selected and '
aﬁproved and shall have taken ovér end assumed the duties and obligatibns of Unit ' |
Operator prior to the expirn:\tiqn of said period. | v

Unit Operator shall have the right to resign in like manner and subject
to like limitations, as above provided, at any time a participating area established
hereunder is in existence, but, in all instances of resignation or removael, until a
successor unit operator is selgcted and a.iaprm}ed as hereinafter provided , the working
inferest owners shall be Jdintly responsible for performahce' of the duties of uniﬁ.
operator, and shalln not later than 30 days before such resignation or removal becomes
éffective appoint a common agent to represeht them in any action to 'be taken hereunder.

The resignation of Unit Operator shall not feiease Unit Operator from any
liability for any default by it hereunder occurring prior to the effective date of .
its resignation. A . ' .

The Unit Operator may, upon default or failure in the performance of its
duties or obligations hereunder, be subject to removal by the same percentage vote
of the owners of vorking interests determined in like manner as herein provided for
the selection of a new Unit Operétor. Such removal shall be effective upon notice
thereof to the Director and the State 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 substances, but upon the résignation or removal of Unit Opéra.tor
becoming effective, such Unit Operator shall deliver pbssesaion 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 Operé.tqr or to

the ownei's thereof if no such new Unit Operator is elected, to be used for the purpose
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of conducting unit bperations hereunder. Nothing herein shall bg construed as author-
izing removal of any material, equipment and appurtenances needed for the preservation
of any wells.

6. SUCCESSOR UNIT OPERATOR. Whenever the Unit Operator shell 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 acreage interests in such participating ares Or areas, or; until a partici-
pating area shall have been established, the éwners 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, 1f a majority but less than 75.per
cent of the working interests qualified to vote are owned by one party to this agfée-
ment, a concurring vote df one or more additional working interest owners shall bé
required to select a new oéerator. Such selection shall not become efféctive until:

(a) & Unit Operator so selected shall accept in writing the duties and
responsibilities of Unit Operator, and

(b) the selection shall have been approved by the Director and State Com-
missioner. If no successor Unit Operator is ;elected and qualified as herein pro-
vided, the Director and State Commissioner at their election may declare this unit
agreement terminated.

T. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT. If the Unit
Operator is not the sole owner of working interests, costs and expenses incurred by
Unit Operator in conducting unit operatioqs hereunder shall be paid and apportioned
among and borne by the owners of working interests, all in accordance with the agree-
ment or agreements entered into by and between thg Unlt Operator and the owners of
working interests, whether one or more, separately or collectively. Any agreement
or agreements entered into between 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 agreement". Such unit operating agreement shall also provide the manner
in which the working interest owners shall be entitled to receive their respective
proportionate and allocated share of the benefits accruing hereto in conformity with
their underlying operating agreements, leases, or other independent contracts, and
such other rights and obligations as between Unit Operator and the working interest
owners as may be agreed upon by Ugit Operator and the working interest owners; how-
ever, no such unit operating agreement shall be deemed either to modify any of the

terms and conditions of this unit agreement or to relieve the Unit Operator of any
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right or ocbligation established under thislunit agreement, and in cese of any incon-
sistency or conflict between the unit agreement and the unit operating asgreement, this
uwnit agreement shall prev_ail. Three (3) true copies of any unit operating a.@reemént
executed pursuant to th;a section should be filed with tﬁe Supervisor and one (1) true
copy with the Commissioner, prior to approval of tﬁis unit agreement by the Director.
8. RIGHTS AND OBLICATIONS OF UNIT OPERATOR. Except as otherwise specifi-

cally provided herein, thé exclusive right, priv_ilege. » ._and duty of 'exercising eny and
all rights of the parties hereto which are necessary or conveﬁient fo'r prospecting
for, producing, storing, alloce.t;.ing, end distributing the unitized éubstancea are
hereby delegated to and shall be exeréised by the Unit Operator as herein provideci.-
Acceptable evidence of t1itle to said rights sball be deposited with said Unit Oper;a_..-
tor and, together with this agreement, shall constitute and define the rights, :
privileges, and obligations of Unit Operator. Nothing herein, however s 8hall be
construed to trensfer title to any land or to any lease or operating agreement, it
being undersfood that under this agreement the Unit Operator, in its capacity aes
Unit 6perator , shall exercise the rights of-pqssesaion and use vested in the .parties
hereto only for ﬁhe'. purposes herein speciﬁed'..'

~ 9. DRILLING TO DISCOVERY. Within 6 months after the effective date here-
of, the Unit Operé.tor Qhall begin to drill an adequate jbest vell at a location
spproved by the Supervisor if on Federal land or by the State Commissioner if on
State Land, or hj the Staté Commission 1f on privately owned land, unless on such
effective date a well is being drilled cq_n.fofmably with the terms hereof, and there-
after continue such drilling diligently until the Devonian formations have been tested
or until at a leséér deéth ﬁnitized substances shall be discovered which can be pro-
duced in paying quantities (to wit: quantities sufficient to repay the coste of
drilling, and producing operations, with a reasonable profit) .or the Unit Oﬁera.tor
shell at any time establish to tﬁe ‘satiafaction of the Supervisor if on Federal
land, ofthe State Connnissibner if on State land, or of the State Commission if on
privately owned. lé.nd, that further drilling of said well would be unwarranted or
impracticable, provided, however, that Unlt Operator shall not in any event be re-
quired to drill said well to 'a depth in excess of 15 ,000 feet. Untll the discovery
of a deposit of unitized substances capable of being produced in paying quantiities , |
the Unit Operator shall coxitinue drilling diligently one weli at a time, allowing

not more than 6 months between the completion of one well and the beginning of the
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next weil, until a well capable of producing unitized substances 'in paying quantities
is completed to the aétiafaction of eaid Supervisor if it be on Federal land or of

the State Commissioner if on State land or the State Commission if on privately owned
land or until‘it 18 reasonably proved that the unitized land is incapable of producing
unitized substances in paying quentities 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 reqﬁiring Unit Operator to com;eﬁce or continue
any drilling during the ﬁeriod pending such resignation becoming effective in order
to'comply with the requirements of this section. The Director and State Commissioner
- may modify the drilling requirements of this section by granting reasonable exten-
sions of time ﬁhen, in their opinion, such action is warranted.

Upon failure td comply with ﬁhe drilling provisioné of this section, the
Director and State Commissioner may, after reasonable notice to the Unit Operator,
and each workipg interest owner, lessee, and lessor at their 1ast.known addresses,
declare this unit agreement terminated. '

10. PLAN OF FURTHER DEVELOPMENT AND OPERATION. Within 6 months after_
completion of a weil capable of groducing unitized substances in paying quantities,
the Unit Qpér&tor shall submit for the approval of the Super?isor and the State
Cémmiesioner an acceptable plan of development end operation fdr the unitized land
which, when apprqved by the Supervi;or and the State Commissioner, shall constitube
the further drilling and operating obligations of the Unit Operator under this agfee-
ment for the period spécified therein. Thereafter, ffom tineto time before the
expiration of any existing plan, the Unit Operator shall submit for the approval of
the Supervisor and the State Commissioner 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 thé unitized area and for the
diligent driiling necessarj for determination of the ares or a:?gs thereof capable
of producing unit;zed substances in paying quantities in each an& every productive
formation and shall be as complete and adequate as the Supervisor and the State
Comnissioner may determine tq be necessary for timely development and proper con-
servation of the oil and gas resources of the unitized area and shall:

(a) specify the number and iocations of any wells to be drilled

and the proposgd order and time for such drilling; 5nd A

(b) to the extent practicable specify the operating practices

regarded as necessary and advisable for proper conservation of natural
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resources. Separate plans may be submitted for separate productive zones,
sub ject to the approval of the Supsrvisor and the Stéte Commissioner. Said
plan or plans shall be modified or supplemented when necessary to meet
changed conditions or to protect the interests of sll parties to this agree-~
ment. Ressonable diligence shall be exercised in complying with.the oblige-
tions of the aspproved plan of development. Thg Supervisor and State Commis-
" sioner are authorized to grant a reaSOnaple extension of the 6-month period
herein prescribed for submission of an iniﬁial plen of development vwhere
such action is Justified because of unusual conditions or circumstances.
After completion hereunder of a well capable of producing any unitized
substance in paying quantities, no further wells, except such as may be
necessary to afford protection against operations not under this agreement
or such as may be specifically apﬁroved by the Supervisor and the State
Commissioner shall be drilled except in accordance with e plan of develop-’
ment apprbved a8 herein provided.
| 11. PARTICIPATION AFTER DISCOVERY. Upon completion of a well capable
of producing unitized substances in paying quéntities, the Unit Operator shall,
within the month of such completion, 1f practicable, or as soon thereafter as re-
quired by the Supervisor or the State Commissioner submit for approval by the
Director and the State Commissioner a schedule, based on subdivisions of the
public-land survéy or aliquot parts thereof, of all unitized land then regarded as
reasonably proved to be productive of unitized substances in paying quantities; all -
lands in said schedule on approval of the Director and the State Commissioner to

constitute a participating area, effective as of the date of completiop of such

well or the effective date of the unit agreement, whichever is later. Saild schedule
also shall set forth the percentage of unitized substances to be allocated as here-
in provided to each unitized tract in the participating ares so established, and
shall govern the allocation of production from and after the date the participating
ares becomes efféctive. A separate participating area shall be established in like
manner for each separate pool or deposit of unitized substances dr for any group
thereof produced as a single'pool or zone, and any two or more participating areas
50 established may be combined into one with the consent of the owners of all work-
ing interests in the lands.within the participating areas so to be combined,Aon

approval of the Diréctor and the State Commissioner. The participating ares or



areés 80 establishe@'shall be revised from time to time, subjecﬁ to like apprqvai,
vhenever such action appeaps proper as & result of further drilling operations or
otherwise, to include additional land then regerded as reasonably pro§ed to be.pfo-
ductive 1A raying quahtities, or to exclude land then regardéd as reaéonably proved
not to be productive in-paying quantities and the percentage of allocation shall
also be revised accordingly. The4effective date of any revision shall be the first
of the month in vwhich is obtained the knowledge or information on which such re-
vision 1s predicated, provided, however, that a more appropriate effective date

' may be used 1f¢$ustified_by the Unit Operator and approved by the Director and the

St

State Commiseioﬁer. No land shall be excluded from a particlipeting areas 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 reasohably estimated to be productive in paying quantities;
but, regardless of eny revision of the participating area, nothing herein contained
shall be constrﬁed a8 requiring any retroactive adjustment Tor production 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 and
the Director and ﬁhe Stéfe Commissioner as to the proper definition or redefinition'
of a participating area, or until a pgrticipating area hasg, or areas have, been
established as provided herein, the portion of‘all payments affected thereby may
be impounded in a menner mutually accepteble to the owners of working interests,
except royelties due the United States aﬁd the State of New ﬁexico, which shell be
determined by the Sﬁpefvisor for Federal lands and thé State Commissioner for Sﬁate
lands and the StaﬁeACommisqion’as td privately owned lands and the amount thereof .
deposited,_as directed by the Supervisor and the State Commiésioner respectively,
to be held as unearned money until a participating area is' £inally approved and
then spplied as earned or returned in accordance with e determination of the sum
‘due as Federal and State royalty on the basis of such approveq participating area.

Whenever it is determined, subject to the'approval of the Supervisor,
as to wells drilled on Federal land and of the State Commissioner as to wells
drilled on State land and the State Commission as §9 welis on privately owned lands,
that a well dfilled under this agreement is not capable of productien dn paying
quantities and inclusion of the land on which it is .situeted dn & participating

area is unwarranted; production from such well shall, for the purposes of settlement
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among all parties other than working interest owners, bte allocafed to the land on
which the Qell is located so long as such.land is not wilthin a participating area
established for the pool or deposit from which such production is obtained. Settle-
ment for working interest benefits from such a well shall be made as provided in
the unit operating agreeﬁent.
12. ALLOCATION OF PRODUCTION. All unitiied substances produced from
each participating area established under this agreémént, except any part thereof
Aused in conformity with good operating practices within the unitizéd area for
dfilling, operating, camp and other production or development purposes, for re-
pressuring or recycling in accordance with a plan of development approved by the .
Supervisor, and State Commissioner and the State Commlssion, or unavoidably lost,
shall be deemed to be produced equally on an acreage basis from the several tracts
of unitized land of the participating area established for such production and,
for the purﬁose of determining any benefits accruing under this agreement, each
such tract of unitized land shall have allocated to it such percentage of said .
production as the-numbér of acres of such tréct included in said participating
area bears to the total acres of unitized land in said participating srea, except
that allocation of production hereunder for purposes other than for settlement of
the royalty, overriding royalty, or payment out of production obligations of the
respective working interest owners, shall be on the basis prescribed in the unilt
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 allocated as provided herein regardless of |
vhether any wells are drilled on any particular part or tract of said participating
area. If any gas produced from one participating area-is used for repressuring 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 ﬁransferred 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 product;on.
13. DEVELOPMENT OR OPERATION OF NON-PARTICIPATING LAND OR FORMATIONS.
Any party or parties herelo owning or controlling the working interests in any

unitized land having thereon a regular well location may with the approval of the
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Supervisor as to Federsl land, the Stste Commissioner as to State land, end the
State Commission as to privately owned l=and, and subject to the provisions of the
Unit Operating Agreément, at such party's or parties' sole risk, costs, and expense
drill a well at such location on such land to test any formation for which a partici-
pating area has not been estsblished or to test sny formation for which a participat-
ing area has been established if such location 1s not within said participating area,
or drill any well not mutually agreed to by all interested parties, unless within 90
days of receipt of notice from said party of his intention to drill~the well the Unit
bperator elects and commences to drill such a well in like manner ss other wells are
drilled by the Unit Operator under this agreement.

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

If any weli drilled as aforesaid by a‘working interest owner obtains pro-
duction in quantities insufficient to justify the inclusion in a participating ares
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.

1k. ROYALTY SETTLEMENT. The United States and any State and all
royalty owners who, under existing contract, are entitled to téke in kind a share
of the substances now unitized hereunder produced from any tract, shall hereafter
be entitled to the right to take in kind thelr share of the unitized substances
alloceted to such tract, and Unit Operator, or in case of the operation of a
well by a working interest owner as herein in specisl cases provided for, such
working interest oﬁner, shall make deliveries of such royalty share taken in kind
in conformity with the epplicable contracts, laws, and regulations. Settlement
for royalty interest not takeﬁ in kind shall be made by working interest owners
responsible therefor under existing contracts, laws end 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 shsll operste to
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relieve the lessees of any land from their respective lesse obligations for the’
payment of any royaities due under their leases.

If gas obtained from lands not subject to this agreement is introduced
into any participatiﬁg ﬁrea hereunder, for use in repressuring, stimulation of
production, or increasiﬁg ultimate recovery, which shall be in conformity with a
plan first approved by the Supervisor, the State Commissioner, and the State Com-
mission, a like amount of gas, after settlement as ﬁérein provided for any gas
transferred from sny other participating srea and with due allowance for loss or
dépletion from any ceuse, may 5& withdrawn from the formation inté which the gas
waé 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 to by the Supervisor,
the State Comissioner and the State Commission as conforming to good petroleum
engineering practice; and provided further, that such right of withdrawal shall
terminate on the termination of this unit egreement.

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 aliOcated 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, thﬁt
‘ for leases on which the royalty rate depends on the daily average production per
well, said average production shall be détermined in accordance with the operating‘
regulations as though each participating area vere a single consolidated lease.‘

Royalty due on account of State and privately owned lands shall be
computed and paid on the bésis of all unitized substances allocated to such lands.

15. RENTAL SETTLEMENT. Rental or minimum royalties due on leases com-
mitted hereto shell be paild by working interest owners responsible therefor under
existing contrects, 1aws,’and regulations, provided that nothing herein contained
shall operate to relieve the lessees of any lend from their respective lease
obligations for the payment of any rental or minimum royeity in lieu thereof due
under their leases. Rental or minimum royalty for lands of the United States sub-
ject 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 Nev Mexico lands subject to this agreemen’ shall be
pald at the rates specified in the respectilve leases.

With respect to any leate 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 fhereby or rentals paid for the
privilege of deferring such drilling operaticne, the rentals required thereby shall,
notwithstanding eny other provision of this agreement, be deemed +o accrue and
become payable during the term thereof as extanded by this sgreement and thereafter
until the required drilling operations are commenced upon the land covered thereby
or some portion of such land 1s included within a participating srea.

16. CONSERVATION. Operations hereunder and production of unitized
substences shall be conducted to provide for the most economical and efficient
recovery of sald 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 prevemt drainage of unitized substances from unitized land by wells on
land not sublect to this agreement, or, with the consent of the Director and *he
State Commissioner, pursuant to spplicable regulations pay a fair and reasonable
compensatory royalty.

18. LEASES AND CONTRACTS CONFORMED AN EXTENDED. The terms, conditions,
and provisions of all leases, subleases, and other contracts relating to explofation,
drilling, development, .©r operation for oil or gas of iands 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 zs to
Federal leases'and the State Commlssioner as to State leaseg shall and each by his
approval hereof, or by the approvsl hereof by his duly authorized representative,
does hereby establish, alter, change, or revoke the drilling, p?oducing, rental,
minimum royalty, and royalty requirements of Federal and State leases commltted
hereto and the regulations in respect thereto to conform said requirements to the
provisions of this agreement, end, withou’ limiting the generality of the fore-
going, all leases, subleases, aﬁd contracts are particularly modified in accordance

with the following:
- 14 -



(a) The development and operation of lands subject to this agree-
ment ﬁnder the terms hereof shall be deemed full performance of all obliga~
tions for development apnd operation with respect to each and every part
or separately owned tract subject to this agreement, regardless of whether
there is any develépment of any particular part or tract of the unit
~ area, notwithstanding enything to the contrary in any lease, operating
agreement or othef_contract by and between the.partieé hereto, or their
respective predecessors in interest, or'any of them.

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

(c). Suspension of drilling or producing operations on all unitized
lands pursusnt to direction or consent of the Secretary and the State
Commissioner, or fheir duly authorized representatives, shall be deemed
to constitute such suspénsion pursuant to such direction or consent as
to each andvévery tract of unitized lend.

(d) EBach lease, sublease or contract relating to the exploration,
drilling, development or operation for oll or gas of lands, other than
those of the United States and State of New Mexico, committed to this
agreement, which, by its terms migh% expire prior to the termination
of this agreement, 1s hereby extended beyond any such term so provided
therein so that 1t 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 twenty (20) years or
ény renewal thereof or any part of such lease which is madé subjJect
to this agreement shall continue in force beyond the term provided
therein uﬁtil the termination hereof. Any other Federal lease com-
mitted hereto shall continue in force beyond the term so provided
therein or by law as to the land committed so long as such lease re-
mains subject bereto, provided that production is had in paying qpanﬁi-
ties under this unit agreement prilor to the expiration date of the term

of such lease.
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(£) Eachvgublease or contract relating to the bperation and
develépment of unitized substances irom lands of the United States
comnitted to this agreement, which by its terms would expire prior to
the timé at which the underlying lease, as extended by fhs immediately
preceding paragrapﬁ, will expire, is hereby extended beyond any éuch
term so provided therein so that it shall be continued ;n full force
and effect for and during the term of the ﬁndeflying lease as sﬁch
term is herein extended. '

(g) Any lemse embracing lands of the State of New Mexico which
is méde subject to this agreement, shall continue in force beyond the
term provided therein as to the lands committed hereto until the
terﬁination‘hereof. -

(n) The segregation of any‘Federal lease commiﬁted to this aéree-
ment 1s.governed by the following provision in the fourth paragraph of
- 8ec. 17(b) of the Act, es amended by the Act of July 29, 1954 (68 Stat.
583,. 585): “Any (Federal) lease hereafter committed to any such (unit)
plan embracing lands thét are in part wiihin snd in part outside of
the ares covered by any such plan shall be segregated into separate
leases as to the lands committed and the lands ﬁot committed as of the

effective date of unitization: Provided, however, that any such lease

88 to the nonunitized portion shall continue in force and effect for
the term thereof but for not less tﬁan two years from the date of such
segregation and so long thereafter as oil or gag‘is produced in peying
qpantities.“ ,

l(i) Any lease embracing lands of the State of New Mexico having
only & porﬁioﬂ of its lands committed hereto, shall be segregated as
to the portion committed and the poriion not committed, and the terms
of such lease shall apply separately to such segregated portions
commencing'as of the effective date hereof; provided, however, notwithe
standing any of the provisions of this agreement t0 the contrary any
lease embracing lands of the State of New Mexico having only a portion
of its lands committed hereto shail continue in full force and effect
beyond the term provided therein as to all lands embraced in such
lease, if oil or gas is discovered ahd is capable of being produced in

veying quantities from some part of the lands embraced in such lease



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 in such lease, the same, as to all lands
embraced therein, shall remain in full force and effect so long as
such operations are being diligently prosecuted, and if they résult
in the production of oil or gas, said lease shall continue in full
force and effect ﬁé to all of the lands embraced thereih, 50 léng'
thereafter as 0ll or gas in paying quaﬁtities is being produced
from any portion of said lands.

19. COVENAXNTS RUﬁ WITH LAND. The covenants herein shall be construed
to be covenants running with the land with respect to the interest of the partie;
hereto and thelr successors in interest until this agreement terminates, and any‘
grant, transfer, or conveysnce, of interest in land or leases subject hereto shail
be and herebj‘is conditioned upon the assumption of all privileges and obligations
hereunder by the grantee, transferee, or other successor in interest. Né assign-
ment or transfer of any working interest, ro&alty, or other interest subject hereto
shall be binding upon Unit Operator until the first day of the calendar month after -
Unit Operator is furnighed with the original, photostatic, or certified copy of
the instrument of transfer. |

20. EFFECTIVE DATE AND TERM. This agreenent shall become effective
upon approval by the Director and the State Commissioner or their duly authorized
representatives as of the date of approval by the Director and shall terminate
five (5) years from said effective date unless:

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

the State Commissioner, or

(v) it is reasonably determined prior to the expiration of the

fixéd term or any extension thereof” that thé unitized land is incapable
of production of unitized substances in paying quantities in the forma-
tions tested hereunder end after notice of intention to terminate the
agreement on such ground is given by the Unit Operator to all parties
in interest at their last known addresses, the agreement is terminated
with the approval of the Director and State Commissioner, or

(¢) a valuable discovery of unitized substances has been mede

on unitized land during sald initial term or any extension thereof,

- 17 -



in which event the agreement shall remain in effect for such term and so
long as unitized substances»can he ﬁroduced in paying quentities, i.e.,
in this particular instance in quantities sufficient to pay fbr the cost
of producing same from wells on unitized land within any participating
area established hereunder and, should production cease, sc long there-
after as diligent operations are in progress for the restoration of pro-
duction or discdyery of new production and so loﬁg thereaftér as the
unitized substances so discovered can be produced as aforesaid, or

(d) 1t is terminated as heretofore provided in this agreement.

This agreement may be terminated at any time by not less than 75 pef
centum, on an acreage basis, of the owners of working interests signatory heréto,
with the approval of the Director and State Commissioner; notice of eny such
approval to be glven by the Unit Operator to all parties hereto.

21. RATE OF PROSPECTING, DEVELOPMENT, AND PRODUCTION. The Director is
hereby vested with authority to elter or modify from time to time in his discretion
the quantity and rate of production under'this agreement when such quantity and
rate is not fixed pursuant to Federsl or State law or does not conform to any
state-wide voluntary conservation or allocation program, which is established,
recognized, and generally adhered to by the majority of operators in such State,
such authority being 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 regard to the fore-
going, the Director 1s also hereby vested with authority to alter or modify from
time to time In his discretion the rate of prospecting and development and the
quantity and rate of productionh under this agreement when such alteration or
modification is in the interest of attaining the conservation objectives stated
in this agreement and is not in;yiolation of any appliéable Federal or State law.

Powers in this section vested in the Director shall only be exerclsed
after notice to Unit Operator and opportunity for heering to be held not less
than 15 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 eny leases or contracts subJject hereto,
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or to any penalty or liability on account of deiay or failure in whole or in part
to comply with any ;pplicable provision thereof to the extent that thé Unit
IOperator, working interest owners or any of them are hindered, delayed or prevented
fram complyihg therewith by reason of failure of the Unit Operator to obtain in the
exercise of due diligence, the concurrence of proper representatives'of the Unlted
Btates 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 ﬁereto, including the State Commission, agrge that all
'péwers and authority vestgd in the State Commission in and by any provisions of
this agreement are vested in the State Commission and shall be exercised by itv
pursuant to the provisions of the laws of the State of New Mexico and subject in. -
any case to appeal or judiclal review.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 and on behalf of any and all interests
affected hereby before the Department'of the‘;nterior, the Commissioner of Public
Lands of the Staté of New Mexico and the New Mexicq 0il Conservation Commission
and to appeal from orders lssued under the regulafi;ns of said Department, the
State Commission or State Commissioner or to apply for relief from any of said
regulations or in any proceedings relative to operations before the Department
of the Ihterior, the State Commissioner, or State Commission or any other legall&
constituted authority; provided, however, that any other interested party shall
| also have the right at his own expense to be heard in any such proceeding.

| 2%1 NOTICES. All notices, demands or statements fequired hereunder
to be given or rendered to the parties hereto shall be deemed fully given if glven
in writing and personally delivered to the paity or sent by postpeid registered
or certified mail, addressed to sﬁch party or parties at their fespecfive addresses
"pet forth in connection with the signatures hereto or to the ratification or con~
sent hereof or to such other address as an& such party may have furnished in writing
to party sending the notice, demand or statement.

25. NO WAIVER OF CERTAIN RIGHTS. Nothing in this egreement contained

shall be construed as a waiver by any pérty hereto of the rigﬁtbto assert any
legal or constitutional right or defense as to the validity or invalidity of any

law of the State wherein sald unitized lands are located, or of the United'States,
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or regulations issued thereunder in any way affecting suéh parﬁy, or as a waiver
by any suéh party of any right beyond hié or its authority to waive.

26. UNAVOIDABLE DELAY. All obligations under this sgreement requiring
the Unit Operator to commence or continue drilling or to opérate on or produce
unitized substances fram any of the lands covered by this agreement shall be sus~
pended while, but only so long as, the Unit Operetor despite the exercise of due
care and diligence is prevented from complying.with éuch obligations, in whole or
in part, by strikes, acts of God, Federal, State, or municipal law or agencies,
Qnavoidable accidents, uncontrollable delays in transportation, inability to ob;’
tain necessary materials in open market, or other matters beyond the reasonable
control of the Unit Ope?ator whether similar to matters herein enumerated or not:

27. FAIR EMPLOYMENT. In connection with the pgrformance of work under
this agreement, the Unit Operator agrees not to discriminate against any employee
or applicant for employment because of race, religion, color, or national origin.
The aforesaid provision shall include, but not be limited to, the following:
employment, upgrading; demotion, or transfer; recruitment or recruitment advertis-
ing, layoff or termination; rates of pay or other forms of compensation; and
selection for tréining, including epprenticeship. The Unit Operator agrees to
post heréafter in conspicuous places, available for employees and applicants for
employment, notices to be prov;ded by the contracting officer setting forth the
provisions of the non-discrimination clause.

The Unit Operator agrees to iAsert the foregoing provision in all sub-
contracts hereunder, except subcontracts for standard commercial supplies or réﬁ
materials.

28. 10SS OF TITLE. In the event title to any tract of unitized land
shall fail and the true owner camnot be induced to join in this unit agreement,
such tract shall be automatically regarded as not committed hereto and there shall
be such readjustment of future costé and benefits as may be required on account
of the loss of such'title. In the event of a dispute as to title as to any
royalty, working interest, or other interests subject thereto, payment or delivery
on account thereof may be withheld without lisbility for‘inﬁérest until the dis-
pute is finally settled; provided, that, as to 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 of the United States shall be deposited as directed by
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the Sppervisor and such funds of the State of New Mexico shall be deposited as
directed by the State 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
defect or failure of ény title hereunder.

29. NON-JOINDER AND SUBSEQUENT JOINDER. If the owner of any
substantial interest in avtract 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
State Commissioner, and.the Unit Operator prior to the approval of this agreedent
by the Director. Any oil or gas interests in lands within the unit area not
committed héreto prior to submission of this agreement for final approval may
thereafter be committed hereto by the owner or owners thereof subséribing or
consenting to this sgreement, and, if the interest is a workiné interest, by fhe
owner of such interest also subscribing to the unit operating agreement. After
operations are commenced hereunder, the 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 finel 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 im 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. Joinder to the unit agreement by a working-interest owner, at any time,
must be accompanied by appropriate Joinder to the unit operating 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. 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
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Supervisor, the State Commlcsioner and the State Commission of duly executed

countervarte of all or sny papers necessary to establish effective commitment of

any tract to this agreement unless obJjection to such jJoinder is duly'made within

60 days by the Director, State Commissioner, or State Commission.

30. COUNTERPARTS.

This agfeement 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 sﬁecifically referring hereto

\

and shail be binding upon all those parties who have executed such a counterpart,

ratification, or consent hereto with the same force and effect as if all such

parties had signed the same document and regardless of whether or not it is

executed by all other parties owning or claiming an interest in the lands within

the above-described unit area.

- IN WITNESS'WHEREOF, the parties hereto have caused this agreement to be

exécuted and.set opposite their respective names the date of execution.

ATTES THE /gi OIL COMPANY -
By a
o Vice-President ¢;7
Address: P. O. Box 552 :
Date Midland, Texas
UNIT OPERATOR & WORKING INTEREST OWNER
| WORKING INTEREST OWNERS )
o APPROVED
ATTEST: ..---. ' SINCLAIR OIL S COMPANY v N
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OVERRIDING ROYALTY INTEREST OWNERS

Date:
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Date:
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Date:

Address:
Date:
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Datey

Address:

pate:_N\p V/é_“ /95-;9

ddress: 236 Petroleum Building
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Date: /27 & ]é_sﬁ—y

Address: 236 Petroleum Building
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STATE OF OHIO
") e8 -
, Vice-President of

’

0

.‘*" ~ d)?f"zr”'ﬂ

;‘;\\‘ ' coum"z OF BANCOCK )
The foregoing instrument was acknowledged before me this 2’7’-— day of
Glenn F, Bish -

i' M
O
.

) Loved W‘[.&
R. C. REDMAN
Notary Public

NOTARY pusLIC, HANCOCK COUNTY, OHIO
PIRES NOV, ¢, 1960

1959, vy
"4
THE . OHlO OIL COMPANY, ean 6hio corporation, on vehalf of sald Corporation.
My Gonrmiesion Expires:
My commsstou EX

™

STATE OF _n%@ g o .
R ety or S0 o
"f\'r :'.:'. - va- foregoing 1nstrument vas ”ﬁkiwﬁfw before me this éaay of
i &_,,,o,,.z bes/ 5 1959, by , Vice-President of - '
* SIHCLUR ‘UIL & GAS COMPANY , & Maine Corporation, on behalf of sald Corpora.tion. .
-.._" ‘ ‘.Q . ‘ ——@’
. 2
. . otaSy Publéc

'ﬂ day of
&President of

_,} /ﬁn%edged bef% me 22__

88

STATE OF TDXAS

Wt

~«v \ bom»rf oF DALLAS

~

RN /\ .
Th~ foregoing instrument wa
AeA -, 1959, by
TRuLLLiG AND EXPLORATION COMPANY, INC., a Delawddd/ Corporation , on behalf of

ﬂlotary Public

-—". .

ey / i a\Corporation.

."f’.'/, D,:,; """""

. Commiasion Expires.
fwlﬂ AT 1V
| ANYTA R. FOLLEY
‘ Notary Pubiic, Daltes Countv, Torns
My Commissien Lxpires June 1, 1/

) PR

o 'é’i‘}&"'» OF TEXAS
S \/ ) 88
COUnTY OF TARRANT )
:; Lt : Thh i‘oregoing instrument was acknowledged before me this 19 day of
e Nqu WI‘ , 1959, by J. L. Morris, Manager, Texas Producing Division
S of Tis ) ).u‘ 2 O1L COMPANY , an Ohio Corporation, on behalf of sald Corporatlion.
- _1"; ........ ..\\\ \ .
' ’MYICu fSiibsion Expires: QJ—W\/)—» MUFUS M. PERDUE
5 "June 1, 1961 ‘ p Notary Public

STATE OF NEW MEXICO )
) s8
)
, Attorney-in-Fact of
poration.

COUNTY OF CHAVES
o Tub i‘orehoing instrument wes acknowledged before me this A < 'day of
A 'U"HQLU:M'-
—behalf of sai(e

/ 2 ‘.‘-
Z 5 1959, vy W
{ATION, a Pennsylvenie Corporation,

/(/[< ///[(( oAl .

Notary Publig

.: I.- Ve 11. r/’,(’ ('_:f'-' ]}J»

0 G vy 0IL CURE
/b .\.—
sicm ‘Expires°

Aurust 15, 1582

LI’:‘

fh 4 CO'"niS
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‘ STATE: oi«* TEXAS )

‘ .: ) 88
A commr QF DALLAS )

IS .‘().
A .

The\foregoing instrumcnt wvas acknowledged before we this :l.d‘bl day of

» 1959, by EDWIN B. COX and ELIZADETH LOCHRIDGE ¢ cox his

wii e

o

K W -
My Commisaion Expires' . @\.J&J /ﬁ—ﬂm__
A . ﬂ Notajy Public

JOSEPHING GORE, NOTARY PUSLIC, IN AND FOR DALLAS CQUNTY, TLX'®

. . STATE OF TEXAS )
s ".."‘ R 88
COUNTY OF bALLAs )

7// The foregoing instrument was acknowledged before me this ' ' f {,day of
)

e 0l Ly 1959, by JAKE L. BAMON end NANCY B. BAMON, RI5 wife.
’ My’éfa'x;im‘issibn Expires: LA %( ("J/
Sy o L L L8l ‘ , * Notary Public -
,/ . GENE WALLS, Notary Publlo

-in and for Dallas County, Texas
STATE OF TEXAS )
W ) 8B
e coum'Y OF DALLAS )
'Phe foregolng instrument was acknowledged before me this )¢ 7 [ day of
‘ \ /' M,J;, b, 1959, by ROY GUFFEY and JOSL‘PHINI:?‘FEY, his wife.

N My Cmnmission Expires: ot N P
SRRSO, XY A S P .~ 7 Notary Public
e AT . ‘C:’:,,,VJAL[;’ Mosnmy Ping
. n and for Dallas G
STATE OF TEXAS g allas County, Texas
IR B VI 88

comivb?f dfummm )

}he forpgoing instrument was acknowledged before me this /{ }// day of

h .
,»,.,vi,:a,:,, ; 1959, by W. G. ROSS and VEE ROSS, his wife.
! : 1\ '_.

MY Comiasriop Expires: 4/;75_/ % M ‘

LN A o /_ b7 -Notary Public
R Geneva L, Turnar
STATE OF [/y’ £ s AR A A ;
A, s8
B ,s{ comm oF Lps /§f/v4£££5 )
_-"\ ,*'*:'; Y1~ ;'\"The foregoing instrument waes acknowledged before me thi° /7 L% day of
P ‘;‘_ (F Agosents 5 1959, by EDITH M. KASPER and"RAUL | "hep~hysband.
f; —: .' o . \
EERRREE ' Gorf:"ission Expires: .
.‘. ‘,."‘. co o Ay cm’fm.ssuon expires Dec, 22, 196( Notary Public
"‘._“L,... c,“"

e STATE OF [@,L/Aémﬂ‘y,»» )

. ) 88
¥ comm' 017 ;_% A 4
. : A é .
."e‘("_ The fqregoing instrument was, a.ckncwledged before me Ahis Az_fg‘ay of _ )
{0 Ll le 5 1959, BY SZ NN AN T v/

My Cormiesi’on Expires' / ﬂﬂ_ o T C—»

é‘y Comrmsswn Expires Augyst 22, 196] Notary Public




g'a‘ ozr m MEXICO )

e ; 1)
\comm OF "¢ EDDY
: : - Ve ‘
r'j". ", ;o 'i'he foregoing instrument was acknowledged before me this 15 day of
a Novdr%“l" » 1959, by Don G, McCormick and Dorothy E. Cox McCormick,
' * B -b o3 and wife . _ . ‘
My ilssion Expirea: .
DlyFgbruary 1963 . Totary Pubiic
 BTATE OF NEW MEXICO )
88
¢ -‘"Q\-C“( e 'ghé foregoing instrument was acknowledged before me this f ﬂ/day of
il Novnm'ber , 1959, by Mr, and Mrs, W, H, Milner .
B -.. /i' N, 2 K &t -
Y e, dhxission Expires: ‘ éi?éé’é{u . .
. '."?"t :{Qgﬁm;smn Expires February 28, 1952 Notary Public
o '-f"'w\f . o ' ) .
Ay .
STATE or NEW MEXICO ; '
"""" 88
coum'f bm, . LEA )
o \ - / ", /[
S ¢ THe! fﬁz!egoing i{nstrument was acknowledged before me this 9/2&8.:{ of
; \Novemboz‘“"- ’ 1959, vy E, F, Howe and’ Frances E., Howe, husband
'-. ™nd w:.ia‘«g-' 1r . / ‘
ﬂ lssion es s ., 42474 Epatt gl 2 L i @22 g
Y 90217—- u-s , - Notary Public
.aq:iﬁgop"' NEW MEXT CO g
- a8
S COUNT!OOF CHAVES )

él "'_ Ther .fo‘rego:lns instrument was acknowledged before me this QAfQ/day of '
’c€ Novm Syefp » 1959, by Martha Featherstone and len F., Feathersatong,

e huul“’.{.ld and wife. . A N

e

-
- -
Y

1

e

; ‘}ay C(mmtsaion Expir . . / = P —
;, F ’ mh; L= /jZa 2 ‘ Ng;jw Public
,,,,,, e . {
/ .
STATE OF . g
B8
COUNTY OF )

The foregoing instrument was acknowledged bvefore me this day of
» 1959, by .

My Commission Expires:

Notary Public

STATE OF

g 88
COUNTY OF )

The foregoing instrument was acknowledged before ms this day of
» 1959, by .

My Commission Expirés:

Notary Public
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— LEGEND—
® Tract Number

sy Unid Qutline

""" Federal Land

State of New Mexico Land

2,399.68 Acres
160.00 Acres

Total

2,559.68 Acres

LEA UNIT AREA

Lea County,

New Mexico

R-35-E

CXGROJORORNONONORORS)

Federal

LC- 065375 - A
LC-066147 - A
LC-066147 - D
NM-01747
NM-02127-8
NM-03085
NM-03085- A
NM-06531
NM-06531- A
NM-048579
NM-053434

Serial Numbers
Involved in Unit




Page 2

g Serial No. Basic
Tract Description No. of & Eff. date Royalty & Cverriding Royelty Working Interest
Jumber of Land Acres of Lease Percentage Lessee of Record and percentage and percentage
FEDERAL LANDS - CONTINUED
T-20-5, R-34-E, NMPM
Dorothy E. Cnx
7 Sec. 13: E/2 SE/k 80.00 NM-03085-A USA-121% Roy Guffey McCormick et vir, Rov Guifey, ALL
10-1-48 Don §. McCormick 5%
8 Sec. 11: NE/4 NE/4 %0.00 NM-06531 Thomas Joseph
3-1-52 USA-123% Gulf 0il Corporation  Sheehan et ux, Guif il Corp., All
Louise Sheehan 5%
3 Sec. 11: NW/4 NE/4, S/2 NM-06531-A Martha Featherstone 2%
NE/4 & SE/b 280.00 3-1-52 USA -123% Gulf 0il Corporation  Harvey E. Roelofs, Julf 04l Corp., All
Trustee for QOlen F. .
Featherstone, II 25%
10 Sec. 13: W/2 sw/4 FM-048579 USA-123%
Sec. 2b: TW/4 mw/b 120.00 9-1-58 or more The Pure 0il Co. None .- The Pure 0il Co., Ail
11 Sec. 13: N/2 & SE/b4 sw/b NM-053434 E. F. Howe et ux, .
Sec. 14: RE/4 NE/M L00.00 8-1-59 USA-123% The Ohio 0il Co. Frances E. Howe 63% The Ohio 0il Co., ALl
12 Sec. 14: FW/h NE/4 & Unleased Federal Land
S/2 RE/4 120.00 -— -- - - - (Competitive)

11 Federal Tracts {(Leased) comprising
1 Federal Tract (Unleased) comprising

2,279.68 acres or 69.061 % of Unit Area
120.00 acres or L4.688 % of Unit Area
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Serial No. Basic
Tract Description No. of & Eff. dete Royalty & Overriding Royalty Working Interest
Humber of Land Acres of Lease Percentage Lessee of Record and percentage and percentags
STATE LANDS
T-20-5, R-35-E, NMPM
13 Sec, 19: Lots 1, 2 & 0G-5588
E/2 wW/k 160.00 6-16-59 State 123% The Ohio Oil Co. None The Ohio 0il Co., ALl

o

1 State Tract (Leased) comprising 160 acres or 6.251 % of Unit Ares

R Bl ~f P -I-T-U-L-A-T-T-0-N

-
e

State Tract (Leased)

Total:

1 Federal Tracts (Leased)
1 Federal Tract (Unleased)
"
s

2,279.68 Acres
120.00 Acres
160.00 Acres

89.061 % of Unit Ares
mmmﬂowdunﬂbumm
m

9.
L,
6.251 % of Unit Area

2,559.68 Acres

100.000 % of Unit Area



EXHIBIT "B"

SCHEDULE SHOWING THE PERCENTAGE AND KIND
OF OWNERSHIP OF ALL LANDS IN THE

LEA UNIT AREA, LEA COUNTY, NEW MEXICO

Page 1

Serial No. Basic -
Trant Degeription No. of & Eff. date Royalty & ] Overriding Royalty wWorking Interesi
Tumber of Land Acres of Lease Percentage Lessee of Record and percentage end percentage
FEDERAL LANDS
T-20-S, R-35-E, NMPM
1 Sec. 18: Lots 1, 3 & &, L. N. Hagood et ux,
RE/4 /b & LC-065375-A Mary C. Hagood 3%
E/2 sw/k 239.77 3-1-51 USA-123 Sinclair 0il & Gas Co. W. G. Ross et ux, Sinclair 01l & Gas Co., All
Vee K. Ross 1%
2 Sec. 18: Lot 2 39.91 1C-066147-A Dwight Allison et
12-1-48 USA-123% W. G. Ross ux, Lillian M. W. G. Ross, all
Allison 5%
3 Sec. 18: SE/4 mw/k 40.00 LC -066147-D Dwight Allison et
12-1-.48 USA-123% Edith M. Kasper ux, Lillian M. Edith M. Kasper, All
Allison 5h
T-20-S, R-34-E, NMPM
L Sec. 12: SE/k4
Sec. 24k: NE/4, E/2 MW/k MW-0174T Drilling and Drilling and Exploration
& SW/4 WW/4 4140.00 6-1-50 USA-123% Exploration Co., Inc. None - Company, Inc., All
5 Sec. 12: N/2 & sw/k 480.00 NM-02127-B Mrs. & Mr. W. H. A _
3-1-52 dm»-wm.pm.* Sineclair 0il % Gas Co. Milner 3% Sinclair Qil & Gas Co., All
W. G. Ross et ux,
Vee K. Ross 1%
6 Sec. 13: NE/4 SW/4 & MM-03085 Edwin B. Cox & Dorothy E. Cox Edwin B. Cox 50%
W/2 sg/k 120.00 10-1-48 UsA-123% Jeke L. Hamon McCormick et vir, Jake L. Hamon 50%

Don G. McCormick

5%



CONSENT AND RATIFICATION OF
TER UNIT AGREEIENT
EMERACING LARDS I LEA COUNIY, 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
Lea Unit Area embracing lands situated in Lea County, New Mexi&d ,Vhich “sé;f&
agreement is dated the 10th day of November, 1959, and acknowledge that they
have read the same and are familiar with the terms and conditions therecf.
The undersigned also being the owners of overriding royalty inmterests in the
lands or minerals embraced in said Unit Area, do hereby commit all of their said
interests to the Lea Unit Agreement and do hereby consemt thereto end ratify and
sgree to be bound by 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 w#
HEY

STATE OF WYOMING )

88
COUNTY OF NATRONA ;

The foregoing instr\mgnt vas acknowledged before me this 18 day of

November s 1959, by L. N, Hagood and Mary C. Hae Wik
of Casper, Vyoming, » X

My Commias}/zgxp res: M/&W

LI
5 Kotary Pubj.ic

oo R



CONSENT AND RATIFICATION OF
TEA UNIT AGKEL, waid
EMERACING LANDS iu TEA COUwi¥, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge receipt
of a copy of the Unit Agreement for the Development and COperation of the
Lea Unit Area eumbracing lands situated in Lea County, New Mexdico, which sald
sgreement is dated the 10th day of November,.l959, and acknowledge that they
" have read the same and are femiliar with the terms and conditions thereof.
The undersigned alsé being the vwmers of overriding royelty imterests in the
lands or minerals embraced in sald Undt Area, do hereby commit all of their sgid
interests to the Lea Unit Agreement and do hereby consent thereto and ratify and
agree to be bound by all of the terms and provisions thereof, exactly the same
ag if the undersigned had executed the original of sald Unit Agreement or a
counterparf thereof.

IN WITNESS WHEREOQF, this instrument is executed by the undersigned as

of the date set forth in their respective acknowledgments.

S 20ty T/vj{% T

-, 4
Harvey/%. Roelofs, Trustee for
Qlen X __Eeatheorstone. . JI

STATE OF

)
) 88
COUNTY OF )

The foregoing instrument was eciknowledged before me this day of

s 1959, by ’
of , &
Corporation, on behalf of said Corporation.

My Coumission Expires:

- : liotary Public



STATE OF )

g 88
COUNTY OF ’

The foregoing instrument was zcknowledged before me this day of
, 1959, by

My Commission Expires:

STATE OF )

: ; 88
COUNTY OF

The foregoing instrument was acknowledged before me this ___ day of
, 1959, by

My Commission Expires:

Notary Public

STATE OF )

- g 8s
COUNTY OF :

The foregoin‘giinstrument wag acknowledged Beft;re me this ___ day of
, 1959, by

My Commission Expirest

Notary Public

STATE OF )

g 88
COuNrY OF

The foregoing instrument was acknowledged before me this __day of
, 1959, vy

My Comission Expires:

Notary Publdc

STATE OF COLORADO
88
COUNTY OF TDENVER

The foregolng instrument was acknowledged before me this % f?%iay of
Novemher , 1959, by Harvey E. Raplofs,  Trustee for
Qlen F . Featherstone 111

Coumission Expires: ' ‘ \J
Vb WA O = Iﬂ-ié/,’/ é

' Wotary Fubliic

A
Yrpgpat



CERTIFICATE OF APPROVAL |
BY COMMISSIONER OF PUBLIC LANDS, STATE OF NEW MEXICO

g CIIO0 OIL COMPANY- LEA UNIT AGREIIEIT

There having been presented to the undersigned Commissioner of
Public Lands of the State of New Mexico for examination, the attached
Agreement for the development and operation of acreage which is
described within the attached Agreement, dated {overbar 10, 1050.
which has been executed or is to be executed by parties owning and
holding oil and gas leases and royalty interests in and under the
property described, and upon examination of sald Agreement, the Com=
missioner finds: _

s

(a) That such agreement will tend to promote the
conservation of oil and gas and the better
utilization of reservoir energy in said area.

(b) That under the proposed agreement the State
of New Mexico will receive its falr share of
the recoverable oil-or gas in place under Its
lands in the area.

(¢) That each beneficiary Institution of the State
of New Mexico will receive its falr and equi-
table share of the recoverable oll and gas
under its lands within the area.

(d) That such agreement is in other respects for
the best interests of the state, with respect
to state lands.

NOW THEREFORE, by virtue of- the authority conferred upon me
under Sections 7-11-39, -11=}40, 7-11=41, T7-11=47, 7-11-}48, New Mexico
Statutes Annotated 1953 Compilation, I, the undersigned, Commissioner
of Public Lands of the State of New Mexico, for the purpose of more
properly conserving the oil and gas resources of the State, do hereby
consent to and approve the said Agreement, and any leases embracing
lands of the State of New Mexico within the area shall be and the
same are hereby amended to conform with the terms thereof, and shall
remain Iin full force and effect according to the terms and conditlons
of said Agreement. - This approval is subject to all of the provisions
of the aforesaid statutes.

IN WITNESS WHEREOF, this Certificate of Approval is executed,
with seal affixed, this gﬂgﬁ,day of Navorhor 19 53

el Commlssioner ofgPublic Lands
of the State of Negw Mexico




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 MEXICO FOR
THE PURPOSE OF CONSIDERING:

CASE No, 1823
Order No. R-1540

THE APPLICATION OF THE OHIO OIL
COMPANY FOR APPROVAL OF THE LEA
UNIT AGREEMENT EMBRACING 2560
ACRES, MORE OR LESS, LOCATED IN
TOWNSHIP 20 SOUTH, RANGES 34 AND
35 EAST, NMPM, LEA COUNTY, NEW
MEXICO

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 o'clock a.m. on
November 30, 1969, at Santa Fe, New Mexico, before A. L. Porter,
Jr., Secretary-Director, who served as Examiner in accordance with
Rule 1214 of the Commission Rules and Regulations, '

NOW, on this 30th day of November, 1959, the Commission, a
quorum being present, having considered the application, the evi-
dence adduced, and the recommendations of the Examiner, A. L. Porter,
Jr., 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 ¥roposed unit plan will in principle tend to
promote the conservation of oil and gas and the prevention of waste.

IT IS THEREFORE ORDERED: ‘ -

HDE 1. That this order shall be known as the LEA UNIT AGREEMENT
o R.

2. (a) That the project herein referred to shall be known
as the Lea 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 Lea Unit Area, referred to in the Peti-
tioner's petition and filed with said petition, and such plan shall
be known as the Lea Unit Agreement Plan.



-2- !
Case No. 1823
Order No. R-1540

. 3. That the Lea Unit Agreement Plan shall be, and hereby is,
. approved in principle as a proper conservation measure; provided,
however, that notwithstending any of the provisions gontained in
said unit agreement, this approval shall not be considered as waiv-
ing or relinquishing in any manner any right, duties, or obligations
which are now, or may hereafter be, vested in the New Mexico 0Oil'
Conservation Commission by law relative to the supervision and con-
trol of operations for exploration and development of any lands
committed to. said Lea Unit Agreement, or relative to the production
of oil and gas therefrom.

4. (a) That the Unit area shall be:
NEW MEXICO PRINCIPAL MERIDIAN

TOWNSHIP 20 SOUTH, RANGE 34 EAST
Section 11: K/2 v
Section 12: All

Section 13: All

Section 14: N§/4

Section 24: N/2

TOWNSHIP 20 SOUTH, RANGE 35 EAST
Section 18: Lots 1, 2, 3, and 4 and E/2 W/2
Section 19: Lots 1 and 2 and E/2 NW/4

containing 2560 acres more or less,

(b) The unit area may be enlarged or contracted as pro-
" vided 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 Lea 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 said unit agreement before the
effective date thereof may thereafter become a party thereto by
subscribing to such agreement or counterpart thereof, or by ratify-
ing 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 Geologi-
cal Survey and the Commissioner of Public Lands for the State of
New Mexico and shall terminate ipso facto upon the termination of
said unit agreement. The last unit operator shall immediately
notify the Commission in writing of such termination.
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Case No, 1823
Order No. R~1540

DONE at Santa Fo, Now Mexico, on the day and year herein-
-above designated.

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

JOHN BURROUGHS. Chairman

2L

MURRAY E, MORGAN 4/ Member

A

A. L. PORTER, Jr,,

ember & Secretary

SEAL

Byg

vem/



CERTIFICATION - DETERMINATION

14-08-001- 6455

Pursﬁant to tha'authority vested in the Secretary of Interior as to
Federsl Lands, under the Act approved February 25, 1920, 41 Btat. 437, as amended,
30 U.8.C. 8ecs. 181, et seq., and delegated to the Director of the Geological Survey
‘pursuant to Departmental'Qrder No. 2365 of Octobér 8, i§h7, 43 C.F.R. Sec. h.6ll;
12 F.R. 6784, I do hereby: |
. A. Apprbve'the attached agreement for the development and operation of
the Lea Unip Area, Lea County, State of New Mexico.

B. Certify and determine that the unit plan of development end opefation’
contemplatedlin tﬁe att#éhed.agreement is necessary and advisahle in the public in-
terest for the purpose of more properly conserving the natural resources. '

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

‘conditions of this agreement.

DECO-1959 T, [T e
Actin

Dated £ DIRECTOR, UNITED STATES GEOLOGICAL SURVEY



CERTIFICATE OF APPROVAL
BY COMMISSIONER OF PUBLIC LANDS, STATE OF NEW MEXICO

mpeOHI0 OIL COMMNY- LEA UMIT AGREBMENT

There having been presented to the undersigned Commissioner of
Public Lands of the State of New Mexico for examination, the attached
Agreement for the development and operation of agrea whiﬁg 1f
described within the attached Agreement, dated ' » 1959
which has been executed or 1Is to be executed by parties owning and
holding oil and gas leases and royalty interests in and under the
property described, and upon examination of said Agreement, the Com~
missioner finds:

(a) That such agreement will tend to promote the
conservation of oil and gas and the better
utilization of reservoir energy in said ares.

(b) That under the proposed agreement the State
of New Mexico will receive its fair share of
the recoverable oll or gas in place under its
lands in the area.

(¢) That each beneficiary Institution of the State
of New Mexico will receive its fair and equie-
table share of the recoverable oil and gas
under its lands within the area.

(d) That such agreement is in other respects for
the best interests of the state, with respect
to state lands.

NOW, THEREFORE, by virtue of the authority conferred upon me
under Sections 7-11-39, 7=-11=40, 7-1lall, 7=11=47, 7~11=48, New Mexico
Statutes Annotated 1953 Compilation, I, the undersigned, Commissioner
of Public Lands of the State of New Mexico, for the purpose of more
properly conserving the oil and gas resources of the State, do hereby
consent to and espprove the sald Agreement, and any leases embracing
lands of the State of New Mexico within the area shall be and the
same are hereby amended to conform with the terms thereof, and shall
remain in full force and effect according to the terms and conditions
of sald Agreement. This approval is subject to all of the provisions
of the aforesaid statutes,

IN WITNESS WHEREOF is Certificate of Approval is execut
with seal affixed, this - s day of levgihcr{ 19 38’,

ommlssioner of Pdplic Lands
of the State of New Mexico




e FOR T DEVELOPHENT AND OPERATION OF THE
LEA UNIT AREA

LEA COUNTY, NEW MEXICO NO.

THIS AGREEMENT, emtered into as of the (0K _ day ot lepornbles , 1959, by
and between the parties subscribing, ratifying, or consenting hereto, and herein
referred to as the "parties hereto,” |

WITNESSETH: _

WHEREAS the perties 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, 1929, b1 Stat. 437, as amend-
ed, 30 U. S. C. Secs. 181 eﬁ seq., authorizes Federal lessees and their representatives
to unite with each other, or Jjointly or separately with others, in collectively adopt-
ing and operating a cocperative or unit plan of development or operation of any oil or
gas pool, field, or like area, or any part thereof for the purpose of more prpperly
conserving the natural resources thereof whenever determined and certified by the
Secretary of the Interior t0 be necessary or advisable in the public interest; and

WHEREAS, ﬁhe Commissioner of Public Lands of the State of New Mexico is
authorized by an Act of the Legislature (Seec. 7-11-39 N.M. Statutes 1953 Annotated)
to consent to or approve this agreement on behalf of the State of Nevw Mexico, insofar
a8 it covers and includes lands and mineral interests of the State of New Mexico; and

WHEREAS, the 0il Conservation Coﬁmission of the State of New Mexico is
_authorized by an act of the Legislature (Chapter T2, Laws of 1935, as amended by Chap-
ter 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 héreto hold sufficient interests in the Lea Unit Area
covering the land hereinafter described to give reasonably effective control of
operations therein; and

WHEREAS, it is the purpose of the partles hereto to conserve natural re-
sources, prevent waste, and secure other benefits obtainable through developmeﬁt and
operation of the area subJject to this agreement under the terms, conditions and
“imitations herein set forth;

Y, THEREFORE, in consideration of the premises and the promises herein con-

hereto commit to this agreement their respective interests in the

rea, end agree severally among themselves as follows:



-
L b — —_—

1. ENABLING ACT ARD REGULATIONS. The Mineral Leasing Act of February 25,
1920, as amended, supre, and all valid peft;nent regﬁlations, including operating.and
unit plan regulations, heretofore issued theréunder or valid, pertinent, and reasonable
regulations hereafter issued thereunder are accepted and made a part of this agreement
as to Federal lands, provided such regulations are not inconsistent with the terms of
this agreement; and as to State of New Mexico and privately owned lands, the o}l‘and
gas operating regulations in effect as of the effectiyq date hereof governing drill-
ing and producing operations, not inconsistent with the termsvhereof'or the laws of
the State of New Mexico are hereby accepted and made a part of this agreement.

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

recognized as constituting the unit area:

T-20-S, R-34-E, NMPM T-20-S, R-35-E, NMPM
Sec. 11; E/2 - Sec. 18; Lots 1, 2 3 & 4 and E/2 W/2
Sec. 12; All Sec. 19; Lots 1 & 2 and E/2 W/4

Sec. 13; All

Sec. 1t; NE/M .

Sec. 24; N/2

Containing 2,559.68 acres, more or less.

Exhibit A attached hereto is a'map‘showing the unit area and the boundaries
and identity of tracts and leases in said areé to ‘the extent known to the Unit Opératqr.
Exhibit B attached hereto is a schedule showing to the extent known to the Unit
Operator the acreage, percentage, and kind of ownership of oil and gas interests in ali
land in the unit area. However, nothing herein or in sald schedule or map shﬁll be
construed as a representation by any party hereto as to‘the ownership of any interest
other than such interest or 1ntereéts as are shown in said maﬁ or schedule as owned
by such party. Exhibits A and B shall be revised by the Unit Operator whenever
changes in the unit area render such revision necessary, or when requested by the 0il
and Gas Supervisor, hereinafter';eferred to as "Supervisor,” 6r vhen requested by the
Commissioner of Public Lands of the State of New Mexico, heéeinafter referred to as
"State Commissionq?," and not 1éss than seven copies of the revised exhibits shall be
filed with the Su§e¥visor, and one (1) copy thereof shall be filed with the State

Commissioner and one (1) copy with the New Mexico 0il Conserﬁation Commission, herein-
after referred to as "State Commission."

The above-described unit area shall when practicable be expanded to include
therein any additional tract or tracts regarded as reasonably necessaf& or advisable
for the purposes of this agreement, or shall be contracted to exclude lands_not within

‘any participating area whenever such expansion or contraction is necessary or advisable
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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

" or on demand of the State

Geological Survey, heteinafter referred to as "Director,
Commissioner;after preliminary coﬁcurrence by the Director, shall prepare a nétice
of proposed expansion or contraction describing the contemplated changes in the
boundaries of the unit area, the reasons therefof, and the proposed effective date
thereof, preferably.the first day of a month subsequent to the date.of noticeQ

(v) Said noticé shall be delivered to the Supervisor, the State Commissioner
end the State Commission and coples thereof mailed to the last known address of gach
working interest owner, lessee, and lessor whose interests are affected, advising £ﬁat
30 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 Supervisor, the State Commissioner and
the State Commiésion evidence of mﬁiling of the notice of expansion or contraction
end a copy of any objecfions thereto which have been filed with the Unit Operator,
together with an application in sufficient nuﬁber, for approval of such expansion
or contraction and with appropriste Joinders.‘

(d) After dué consideration of all pertinent information, the expsnsion
or contraction shall, upon approval by. the Diréctor,‘the State Commissioner and the
State Commission, become effective as of the date prescribed in the notice thereof.

(e) All legel subdivisions of unitized lands (i.e., 4O acres by Government
survey or its nearest lot or tract equivalent in instances of irregular surveys,
hovever, unusually large lots or tracts shall be considered in multiples of LO acres,
or the nearest aliquot equivalent thereof, for the purpose of elimination under this
aubSeétion), no parts of which are enﬁitled to be in a participating area within 5
years after the Tirst day of the month following.the effective date of the first
initial pérticipating_area estﬁblished under this unit agreement, shall be eliminated
automatically fraﬁ thls agreement, effective as of the first day thereafter, and such
lands shall no longer be a part of the unit area and shall no longer be subject to
this agreement, unless at the expiration of said 5-year period diligent drilling
operations are in p;ogress on unitized lands not entitled to participation, in which
event all such lan@s shall remain subject hereto for so long as such drilling operations
are continued diligently, with not more than 90 days' time elapsing between the com-

pletion of one such well and the commencement of the next such well, except that the



time allowed between such weils shall not expire earlier than 30 days éfter the expira-
tion of any period of time during which drilling operations are prevented by a métter
beyond the reasonable control of unit operator as set forth in the section hereof
entitled "Unavoidable.Delay"; provided that all legal subdivisions ofvlands 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 follow-
ing the effective date of saild first initial participating area. shall be eliminated

as above specifiled. Determination of creditable "Unavoidable Delay"” time shall be

made by unit operator and subject to approval of the Director and the State Commissioner.
The unit operator shall, within 90 days after the effective date of any elimination
hereunder, describe the ﬁrea s0 eliminated to the satisfaction of the Director and

the State Commissioner and promptly notify all parties in interest.

If conditions wérrant extension of the 10-year period specified in this
subsection 2(e), a single extension of not t§ 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 interests
of the United States), on a total-nonparticipating-acreage basis, respectively, with
apbroval of the Director, and the State Commissioner provided such extension applicafv
tion is submitted to the State Commissioner and the Director not later than 60 days
prior to the expiration of said 1O-year period.

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

+ 3. UNITIZED IAND 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 o0il and gas in any and all formations of the unitized land
are unitized under the terms of this agreement and herein are called "unitized
substances".

L, UNIT OPERATOR. The Ohio 0il Company is hereby designated as Unit
Operator and by signature hereto as Unit Operator commits to this agreement all inter-
ests in unitized substances vested in it and 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 ovner of interest in unitized substances, and the term "working interest

owner"” vhen used herein shall include or refer to Unit Operator as the owner of sa

- b -



.working interest when such an interest is owned by it.

5. RESIGNATION OR REMOVAL OF UNIT OPERATOR; Unif Operﬁtor shall have the
right to resign at any time prior to the esﬁablishment of a participating area or
areas hereunder, but such resignation shall not become effective so as to release
Unit Operator from the du#ies 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 intergst ovners and the Director, the
State Commissioner and State Commission and unﬁil-all wélls then drilled hereunder
are.placed in a satisfactory condition for suspension or abandonment vhichever is

" required by‘the Supervisor as to Federal lands and by the State Commission as to State
and privately owned lands unless a new Unit Operator shall have been selected and
approved and shall have taken over and assumed the duties and obligatibns of Unit '
Operator prior to the expirétiqn of said period. |

Unit Operator shall have the right to resign in like manner and subject
to like limitations, as above provided, at any time a participating area established
hereunder is in existence, but, in all instances of resignation or removal, until a
successor unit operator is selgcted and appro#ed as hereinafter provided, the working
interest owners shall be jointly responsible for performance of the duties of unitA
operator, and shall‘not later than 30 days before such resignation or removel becomes
effective appoint a common agent to represent them in any action to 5; taken hereunder.

The resignation of Unit Operator shall not reiease 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 percentage vote
of the owners of vorking interests determined in like manner as herein provided for
the selection of a new Unit Operator. Such removal shall be effective upon notice
thereof to the Director end the State 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 substances, but upon the résignation 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
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of conducting unit operations hereunder. Nothing herein shall bq construed as author-
izing removal of any material, equipment and appurtenances needed for the preservﬁtion
of any wells.

6. SUCCESSOR UNIT OPERATOR. Whenever the Unit Operator shail tender his
or its resignation as Unit Operator or shall be removed as hereinabove provided, the
owners of the working interests in the participating ares or areas according to their
respective acreage interests in such participating ares Or areas, or, until a partici-
pating area shall have been established, the éwners 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 less than 75.per
cent of the working interests qualified to vote are owned by one party to this agfee-
ment, a concurring vote of one or more additional working interest owners shall bé
required to select & new oéerator. Such selection shall not become effective until:

(a) a Unit Operator so selected shall accept in writing the duties and
responsibilities of Unit Operator, and

(b) +the selection shall have been approved by the Director and State Com-
missioner. If no successor Unit Operator is gelected end qualified as herein pro-
vided, the Director and State Commissioner at their election may declare this unit
agreement terminated.

T. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT. If the Unit
Operator is not the sole owner of working interests, costs and expenses incurred by
Unit Operator in conducting unit operatiops hereunder shall be paid and apportioned
among and borne by the owners of working interests, all in accordance with the agree-
ment or agreements entered into by and between the Unit Operator and the owners of
vorking interests, whether one or more, separately or collectively. Any agreement
or agreements entered into between 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 agreement". Such unit operating agreement shall also provide the manner
in which the working interest owners shall be entitled to receive their respective
proportionate and allocated share of the benefits accruing hereto in conformity with
their underlying operating agreements, leases, or other independent contracts, and
such other rights and obligations as between Unit Operator and the working interest
owners as may be agreed upon by Unit Operator and the working interest owmers; how-
ever, no such unit operating agreement shall be deemed either to modify any of the

terms and conditions of this unit agreement or to relieve the Unit Operator of any
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right or obligation established under this.unit agreement, and in case of any incoﬁ-
sistency or conflict between the unit agreement and the unit operating agreement, £hie
unit agreement shall prevail. Three (3) true copies of any unit operating agreemént
executed pursuant to this section should be filed with the Supervisor and one (1) true
copy with the Commissioner, prior to approval of this unit agreement by the Director.

8. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Except es othérwise specifi-
cally provided herein, the exclusive right, privilege,.and duty of exercising any and
all rights of the parties hereto which are necessary or convenient fof 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 tltle to sald rights shall be deposited with said Unit Operép
tor and, together with this'agreement, shall constitute and define the rights, :
privileges, and obligations of Unit Operator. Nothing herein, however, shall be
construed to transfer title to any land or to any lease or operating agreement, it
being understood that under this agreement the Unit Operator, in its capacity as
Unit Operator, shall exercise the rights of‘pgssession and use vested in the.parﬁies
hereto only for the~purposes herein specified;l

9. DRILLING TO DISCOVERY. Within 6 months after the effective date here-
of, the Unit Operator Qhall begin to drill an adequate test well at a location
approved by the Supervisor if on Federal land or by the State Commissioner if on
State Land, or by'the Staté Commission if on privately owned land, unless on such-
effective date a well is being drilled copfofmably with the terms hereof, and there-
after continue such drilling diligently until the Devonian formations have been tested
or untll at a lesser depth unitized substances shall be discovered which can be pro-
duced in paying qpantities‘(to wit: quantities sufficient to repay the costs of
drilling, and producing operations, with a reasonable profit)bor the Unit Oﬁerator
shall at any time establish to the satisfaction of the Supervisor if on Federal
land, ofthe State Cormmissioner i1f on State land, or of the State Commission if on
privately owned.lénd, that further drilling of said well would be unwarranted or
impracticable, provided, however, that Unit Operator shall not in any event be re-
quired to drill said well to a depth in excess of 15,000 feet. Until the discovery
of a deposit of unitized substences capable of being produced in paying quantities,
the Unit Operator shall continue drilling diligently one well at a time, allowlng

not more than 6 months between the completion of one well and the beginning of the
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next well, until a well capable of producing unitized substances in paying quantities
is completed to the sétisfaction of sald Supervisor if it be on Federal land or of

the State Commissioner if on State land or the State Commission if on privetely owned
land or until it is reasonably proved that the unitized land is incapsble of producing
unitized substances in paying quantities in the formations drilled hgreunder. 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 reqﬁiring Unit Operator to comgepce or continue
any drilling during the périod pending such resignation becoming effective in order
to'comply with the requirements of this section. The Director and State Commissioner
- may modify the drilling requirements of this section by granting reasonable exten-
sions of time ﬁhen, in their opinion, such action 1s warranted.

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

10. PLAN OF FURTHER DEVELOPMENT AND OPERATION. Within 6 months after
completion of a weil caﬁable of groducing unitized substances in paying quantities,
the Unit Qperator shaell submit for the approval of the Super#isor and the State
Cdmmissioner an acceptable plan of development and operation fér the unitized land
which, when apprqved by the Supervi;or and the State Commissioner, shall constitute
the further drilling and operating obligations of the Unit Operator under this agﬁee-
ment for the period specified therein. Thereafter, from timeto time before the
expiration of any existing plan, the Unit Operator shall submit for the approval of
the Supervisor and the State Commissioner 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 areas and for the
diligent drilling necessary for}determination of the area or areas thereof capable
of producing unit;zed substances in paying quantities in each and every productive
formation and shall be as complete and adequate as the Supervisor and the State
Commissioner may determine tq be necessary for timely development and proper con-
servation of the oil and gas resources of the ﬁnitized area and shall:

(a) specifylthevnnmber and locations of gny wells to'be drilled

and the proposgd 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
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resources. Separate plans may be submitted for separate productive zones,
subject to the approval of the Supervisor and the Stﬁte Commissioner. 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 agree-
ment. Reasonable diligence shall be exercised in complying with the obliga-
tions of the approved plan of development. The Supervisor and State Commis-
sioner are authorized to grant a reasonaple extension of the 6-month period
herein prescribed fdr submission of an iniﬁial Plan of development where
such action is justified because of unusual conditions or circumstances.
After completion hereunder of a well capable of producing any unitized
substance in paying quantities, no further wells, except such as may be
necessary to afford protection against operations not under this agreement
or such as may be specifically apﬁroved by the Supervisor and the State
Commissioner shall be drilled except in accordance with a plan of develop-
ment apprbved as herein provided.

11. PARTICTPATION AFTER DISCOVERY. Upon completion of a well capable
of producing uniti?ed gubstances in paying quéntities, the Unit Operator shall,
within the month of such completion, if practicable, or as soon thereafter as re-
quired by the Supervisor or the State Commissioner submit for approval by the
Director and the State Commissioner a schedule, based on subdivisions of the
public-land survéy 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 sald schedule on approval of the Director and the State Commissioner to
constitute a participating area, effective as of the date of completion of such
well or the effective date of the unit agreement, whichever is later. Saild schedule
also shall set forth the percentage.of unitized substances to be asllocated as here-
in 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
ares beconmes efféctive. A separate participating area shall be established in like
menner 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
s0 established may be combined into one with the consent of the owners of sll work-
ing interests in the lands.within the participating areas so to be combined, on

approval of the Diréctor and the State Commissioner. The participating area or



areas so established shall be revised from time to time, subject to like approval,
whenever such action appears proper as & result of further drilling operations or
otherwise, to include additional land then regarded as reasonably proved to be-pro-
ductive iﬁ paying quantities, or to exclude land then regarded as reasonably broved
not to be productive in paying quantities and the percentage of allocaticn shall
8lso 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 re-
vision is predlcated, provided, however, that a more appropriate effective date
may be used if justified by the Unit Operator and approved by the Director and the
State Commissioner. No land shall be excluded from a participating ares on accoﬁnt
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 agreement at any time between the Unit Operatior end
the Director and the State Commissioner as to the proper definition or redefinition
of a participating area, or until a participating area has, or areas have, been
established as provided herein, the portion of all payments affected thereby may
be impounded in a manner mutually scceptable to the owners of working interests,
except royalties due the United States and the State of New Mexico, which shall be
determined by the Sﬁpervisor for Federal lands and thé State Commissioner for State
lands and the State Commission as to privately owned lands and the amouni thereof
deposited, as directed by the Supervisor and the State 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 spproved participating area.

Whenever 1t is determined, subject to thevapproval of the Supeivisor,
as to wells drilled on Federal land and of the State Commissioner as to wells
drilled on State land and the State Commission as 5o wells on privately owned lands,
that a well arilled under this agreement is not capable of productiem in paying
quantities and inclusion of the land on which it is situated dm & participating

area is unwarranted; production from such well shai&, far the purposes of settlement
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among all parties other than working interest owners, be allocafed 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. Settle-
ment for working interest benefits from such a well shall be.made as provided in

the unit operating agreeﬁent.

12. ALLOCATION OF PRODUCTION. All unitized substances produced from
each participating area established under this agreeﬁent, except any part thereof
used in conformity with good operating practices within the unitized area for
dfilling, operating, camp and other production or development purposes, for re-
pressuring or recycling in accordance with a plan of development approved by the’
Supervisor, and State Commissioner and the State Commission, or unavoidably lost,
shall be deemed to be produced equally on an acreage basis from the several tracts
of unitized land of the participating area established for such production and,
for the purpose of determining any benefits accruing under this agreement, each
such tract of unitized land shall have allocated to it such percentage of said
production as the number of acres of such tract included in said participsting
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, or payment out of production obligations of the
respective working interest owners, shall be on the basis prescribed in the unit
operating agreement whether in conformity with the basis of allocation herein set
forth or otherwise. It 1s 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 participating
area. If any gas produced from one participating area -is used for repressuring 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 ssle 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.
Any party or parties hereto owning or controlling the working interests in any

unitized land having thereon a regular well location may with the approval of the
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Supervisor as to Federal land, the State Commissioner as to State land, and the
State Commission as to privately owned land, and subject to the provisions of the
Unit Operating Agreément, at such party's or parties' sole risk, costs, and expense
drill a well at such location on such land to test any formation for which a partici-
pating area has not been established or to test anj formation for which a participat-
ing 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 90
days of receipt of notice from said party of his intention to drill the well the Unit
Operator elects and commences to drill such a well in like manner as other wells aré
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 lapd 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 well shall thereafter be operated by the
Unit Operator in accordance with the terms of this agreement and the unit operating
agreement.

If any weli drilled as aforesaid by a‘working interest owner obtains pro-
duction in gquantities 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 any State and all
royalty owners who, under existing contract, are entitled to take in kind a share
of the substances now unitized hereunder produced from any tract, shall hereafter
be entitled to the right to take in kind thelr share of the unitized substances
allocated to such tract, and Unit Operator, or in case of the operation of a
well by a working interest owner as herein in speciel cases provided for, such
working interest dwner, 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
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relieve the lessees'of any land from their respective lease obligations for phe‘
payment of any royalties due under their leases.

If gas obtained from lands not subject to this agreement is introduced
into any participatihg érea hereunder, for use in repressuring, stimulation of
production, or increasiﬁg ultimate recovery, which shall be in conformity with a
plan first approved by the Supervisor, the State Commissioner, and the State Com-
mission, a like amount of gas, after settlement as ﬁerein provided for any gas
transferred from any other paﬁpicipating area and with due allowance for loss or
dépletion from any cause, may ﬁe withdrawn from the formation into which the gas
waé introduced, royalty free as to dry gas, but not as to the products extracted
therefrom; provided tﬁat such withdrawal shall be at such time as may be provided
in the plan of operations or as may otherwise be consented to by the Supervisor,
the State Commissioner and the State Commission as conforming to good petroleum
engineering practice; and provided further, that such right of withdrawal shall
terminate on the termination of this unit agreement.

Royalty due the United States shall be computed as provided in the
opersting regulations and paid in value or delivered in kind as to all unitized
substances on the basis.of the amounts thereof a110cated 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 regulaﬁion; provided, that
. for leases on which the royalty rate depends on the daily average production per
well, said average production shall be détermined in accordance with the operating
regulations as though each participating ares were a single consolidated lease.

Royalty due on account of State and privately owmed lands shall be
computed end paid on the bésis of all unitized substances allocated to such lands.

15. RENTAL SETTLEMENT. Rental or minimum royalties due on leases com-
mitted hereto shall be paid by working interest owners responsible therefor under
existing contracts, laws, Qnd 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 rentsl or minimum royslty in lieu thereof due
under their leases. Rental or minimum royalty for lands of the United States sub-
jeect 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 weived,
suspended, or reduced by law or by approval of the Secretary or his duly authorized

representative.
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Rentals on State of New Mexico lands subject to this agreemen’ shall be
paid at the rates specified in the rsspective leases.

With respect to any lease on uncn-Federal land contalning 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 operatione, the rentals required thereby shall,
notwithstanding any other provision of this agreement, be deemed to accrue and
become payable during the term therecf as eoxtended by ‘this agreement and thereafter
until the required drilling operations are commenced upon the land covered thereby
or some portion of such land 1s included within a participating area.

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 prevent drainage of unitized substances from uniftized land by wells on
land not subject to this agreement; or, with the consent of the Director and the
State Commissioner, pursuant to applicable reguiations pay a fair and reasonsble
compensatory royalty.

18. LEASES AND CONTRACTS CONFORMED AND EXTENDED. The herms, coanditions,
and provieions of all leases, subleases, and other contracts relating tco exploration,
drilling, development, or operation for oil or gas of lands commltted *o this
agreement are hereby expressly modified and amended %o the extent necessary to
make the same conform to the provisions hereof, but otherwise to remein in full
force and effect; and the parties hereto nereby consent that the Secretsry as to
Federal leases and the Siate 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, end royalty requirements of Federal and State leases committed
hereto and the regulations in respect thereto to conform said requirements to the
provisions of this agreement, and, withou® limiting the generality of the fore-
going, all leases, subleases, ahd contracits are particularly modified in accordance

with the following:
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(a) The development and operation of lands subject to this agree-
ment ﬁnder the terms hereof shall be deemed full performance of all obliga-
tions 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 develépment 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,thelpérties hereto, or their
respective predecessors in interest, ortany of them.

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

(c) Suspension of drilling or producing operations on all unitized
lands pursuent to direction or consent of the Secretary and the State
Commissioner, or £heir duly suthorized representatives, shall be deemed
to constitute such suspénsion pursuant to such direction or consent as
to each and every tract of unitized land.

(d) Each lease, sublease or contract relating to the exploratiocn,
drilling, development or operation for oil or gas of lands, other than
those of the United States and State of New Mexico, committed to this
agreement, which, by its terms mighf expire prior to the termination
of this mgreement, 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 twenty (20) years or
ény renewal thereof or any part of such lease which is made sub ject
to this agreement shall continue in force beyond the term provided
therein until the termination hereof. Any other Federal lease com-
mitted hereto shall continue in force beyond the term so provided
therein or by law as to the land committed so long as such lease re-
mains subject hereto, provided that production is had in paying quanti-
ties under this unit agreement prior to the expiration date of the term

of such lease.
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(f) EBach sublease or contract relating to the operation and
develépment of unitized substances from lands of the United States
comuitted to this agreement, which by i1ts terms would expire prior tc
the time at which the underlying lease, as extended by the immediately
preceding paragrapﬁ, will expire, is hereby extended beyond any such
term so provided therein so that it shall be continued in full force
end effect for and during the term of the undeflying lease as such
term is herein extended.

(g) Any lease embracing lands of the State of New Mexico which
is made subject to this agreement, shall continue in force beyond the
term provided therein as to the lands committed hereto until the
terminstion hereof.

(n) The segregation of any.Federal lease commifted to this agree-
ment 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 embracing lands that are in part wilhin and in part outside of
the area covered by any such plan shall be segregated into separate
leases as to the lands committed and the lands not committed as of the

effective date of unitization: Provided, however, that any such leasa

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
quantities."

(i) 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 committed and the portion not committed, and the terms
of such legse shall apply separately to such segregated portions
commencing as of the effective date hereof; provided, however, notwith-
standing 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
beyond the term provided therein as to all lands embraced in such
lease, 1f oil or gas is discovered and is capable of being produced in

paying quantities from some part of the lands embraced in such lease
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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 in such lease, the same, as to all lands
embraced therein, shall remain in full force and effect so long as
such operations are being diligently prosecuted, and if they resuli;
in the production of oil or gas, said lease shall continue in full
force and effect ﬁs to all of the lands embraced thereih, 50 l§ng
thereafter as oil or gas in paying quantities is being produced
from any portion of said lands.

19. COVENANTS RUN WITH LAND. The covenants herein shall be construed
to be covenants running with the lend with respect to the interest of the partieé
hereto and their successors in interest until this agreement terminates, and any
grant, transfer, or conveyance, of interest in land or leases subject hereto shall
be and hereby-is conditioned upon the assumption of all privileges and cbligations
hereunder by the grantee, transferee, or other successor in interest. No assign-
ment or transfer of any working interest, rojalty, or other interest subject hereto
shall be binding upon Unit Operator until the first day of the calendar month after .
Unit Operator is furnished with the original, photostatic, or certified copy of
the instrument of tr;nsfer.

20. EFFECTIVE DATE AND TERM. This agreement shall become effective
upon approval by the Director and the State Commissioner or their duly authorized
representatives as of the date of approval by the Director and shall terminate
five (5) years from said effective date unless:

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

the State Commissioner, or

(v) it is reasonably determined prior to the expiration of the

fixéd term or any extension thereof that the unitized land is incapable
of production of unitized substances in paying quantities in the forma.-
tions 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 1is terminated
with the approval of the Director and State Commissioner, or

(¢) a valuable discovery of unitized substances has been made

on unitized land during said initial term or any extension thereof,
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in which event the agreement shall remain in effect for such term and so
long as unitized substances can be produced in paying quentities, 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 there-
after as diligent operations are in progress for the restoration of pro-
duction or discovery of new production and so loﬁg thereafter as the
unitized substances so discovered can be produced as aforesaid, or

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

This agreement may be terminated at any time by not less than 75 per
centum, on an acreage basls, of the owners of working interests signatory hereto,
with the approval of the Director and State Commissioner; notice of any such
approval to be given by the Unit Operator to all parties hereto.

21. RATE OF PROSPECTING, DEVELOPMENT, AND PRODUCTION. The Director is
hereby vested with authority to alter or modify from time to time in hnis discretion
the quantity and rate of production under this agreement when such 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 established,
recognized, and generally adhered to by the majority of operators in such State,
such authority being 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 regard to the fore-
going, the Director is also hereby vested with authority to alter or modify from
time to time in his discretion the rate of prospecting and development and the
quantity and rate of production under this agreement when such alteration or
modification is in the interest of attaining the conservation objectives stated
in this agreement and is not invviolation of any appliicable Federal or State law.

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 15 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,
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or to any penalty or liability on account of deiay or failure in whole or in part
to comply with any abplicable provision thereof to the extent that thé Unit
Operator, working interest owners or any of them are hindered, delayed or prevented
from complyihg therewith by reason of failure of the Unit Operator to obtain in the
exercise of due diligenée, 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 State Commission, agree that all
powers and authority vested in the State Commission in and by any provisions of
this agreement are vested in the State 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 review 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 and on behalf of any and all interests
affected hereby before the Department of the.Interior, the Commissioner of Public
Lands of the Staté of New Mexico and the New Mexico 0il Conservation Commission
and to appeal from orders issued under the regulations of said Department, the
State Commission or State Commissioner or to apply for relief from any of said
regulations or 1ln any proceedings relative to operations before the Department
of the Interior, the State Commissioner, or State Commission or any other legally
constituted authority; provided, however, that any other interested party shall
also have the right at his own expense to be heard in any such proceeding.

2k. 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
or certified mail, addressed to such party or parties at their respective addresses
set forth in connection with the signatures hereto or to the ratification or con-
sent hereof or to such other address as any such party may have furnished in writing
to party sending the notice, demand or statement.

25. NO WAIVER OF CERTAIN RIGHTS. Nothing in this agreement contained
shall be construed as a waiver by any pérty hereto of the right to assert any
legel or constitut;onal right or defense as to the validity or invalidity of any

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

26. UNAVOIDABLE DELAY. All obligations under this agreement requiring
the Unit Operator to commence or continue drilling or to opérate on or produce
unitized substances fr&m eny of the lands covered by this agreement shall be sus-
pended while, but only so long as, the Unit Operator despite the exercise of due
care and diligence is prevented from complying,with.éuch obligations, in whole or
in part, by strikes, acts of God, Federal, étate, or municipal law or agencies,
Qnavoidable accidents, uncontrollable delays in transportation, inability to ob-
tain 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 performance of work under
this agreement, the Unit Operator agrees not to discriminate against any employee
or applicant for employment because of race, religion, color, or national origin.
The aforesaid provision shall include, but not be limited to, the following:
employment, upgrading, demotion, or transfer; recruitment or recruitment advertis-
ing, 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 to be provided by the contracting officer setting forth the
provisions of the non-discriminstion clause.

The Unit Operator agrees to iﬂsert the foregoing provision in a1l sub-
conbtracts hereunder, except subcontracts for standsrd commercisl supplies or raw
materials.

28. LOSS OF TITLE. In the event title to any tract of wnitized land
shall fail and the true owner cannot be induced to0 join in this unit agreement,
such tract shall be automatically regarded as not committed hereto and there shall
be such readjustment of future costs and benefits as may be required on account
of the loss of such’'title. In the event of a dispute as to title as to any
royalty, working interest, or other interests subject thereto, payment or delivery
on gecount thereof may be withheld without liability for interest until the dis-
pute is finally settled; provided, that, as to 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 of the United States shall be deposited as directed by
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the Supervisor and such funds of the State of New Mexico shall be deposited as
directed by the State Commissioner to Ee 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
defect 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
Staté Commissioner, and‘the Unit Operator prior to the spproval of this agreement
by the Director. Any oil or gas interests in lands within the unit ares 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 ﬁhe
owner of such interest also subscribing to the unit operating agreement. After
operations are commenced hereunder, the subsequent Jjoinder, as provided in this
section, by a working interest owner is subject to such requirements or approvals,
if any, pertaining to such Jjolnder, as may be provided for in the unit operating
agreement. After final gpproval hereof Jjoinder 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. dJoinder by any owner of a non-working interest; at any
time, must be accompanied by eppropriate joinder by the owner of the corresponding
working interest in order for the interest to be regerded as effectively committed
hereto. Joinder to the unit agreement by a working-interest owner, at any time,
must be accompanied by eppropriate joinder to the unit operating 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. Except
as may otherwise herein be provided subsequent Jjoinders to this agreement shall

be effective as of the first day of the month following the filing with the
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LEA UNIT AREA

Lea County, New Mexico

EXHIBIT "a"



EXHIBIT "B"

SCHEDULE SHOWING THE PERCENTAGE AND KIND
OF OWNERSHIP OF ALL LANDS IN THE

LEA UNIT AREA, LEA COUNTY, NEW MEXICO

Page 1

Serial No. Basic
Tract Description No. of & Eff. date Royalty & ) Overriding Royalty Yorking Interest
Tumber of Land Acres of Lease Percentage Lessee of Record and percentage and percentrge
FEDERAL LANDS
T-20-5, R-35-E, NMPM
1 Sec. 18: Lots 1, 3 & &, L. N. Hagood et ux,
NE/4% NW/4 & LC~065375-A Mary C. Hagood 3%
E/2 sw/k 239.77 3-1-51 USA-124% Sinclair 0il & Gas Co. W. G. Ross et ux, Sinclair Cil & Gas Co., All
Vee K. Ross 1%
2 Sec. 18: Lot 2 39.91 LC -066147-A Dwight Allison et
12-1-48 USA-121%, W. G. Ross ux, Lillian M. W. G. Ross, &4ll
Allison 5%
3 Sec. 18: SE/k mw/k4 40.00 LC -066147-D Dwight Allison et
12-1-48 USA-123% Edith M. Kasper ux, Lillian M. Edith M. Kasper, All
Allison 5%
h T-20-S, R-34-E, NMPM .
i Sec. 12: SE/4
Sec. 24: NE/4, E/2 WW/L MM-01ThT Drilling and Drilling and Exploration
& Sw/bk NW/b L40.00 6-1-50 USA-123% Exploration Co., Inc. None - Company, Inc., All
5 Sec. 12: N/2 & sW/L 480.00 WM-02127-B Mrs. & Mr. W. H. A
3-1.52 Gmwnumww Sincleir 01l & Gas Co. Milner 3% Sinclair ¢il & Gas Co., All
W. G. Ross et ux,
Vee K. Ross 1%
é Sec. 13: MNE/b SW/b & TM-03085 Bdwin B. Cox & Dorothy E. Cox Edwin B. Cox 50%
Ww/2 SE/4 120.00 10-1-48 UsA-123% Jeke L. Hamon McCormick et vir, Jeke L. Hamon 50%

Don G. McCormick



Page 2

Serial No. Basic
Tract Description No. of & Eff. date Royalty & Overriding Royalty Working Interest
Number of Land Acres of Lease Percentage Lessee of Record and percentage and percentage
FEDERAL LANDS - CONTINUED
T.20-5, R-3L-E, NMPM
Dorothy E. Cox
7 Sec., 13: E/2 SE/4 80.00 WM-03085-4 USA-123% Roy Guffey McCormick et vir, Roy Guffey, All
10-1-48 Don G. McCormick =%
8 Sec. 11: NE/4 NE/4 40.0C RM-06531 Thomas Joseph
3-1-52 cm>|wmw* Gulf 0il Corporation Sheehan et ux, Gulf 011l Corp., All
Louise Sheehan 5%
9 Sec. 11: NW/4 NE/4, S/2 NM-06531-A Martha Featherstone 23%
NE/4 & SE/b 280.00 3-1-52 USA-123% Gulf 0il Corporation Harvey E. Roelofs, Gulf 0Qil Corp., All
Trustee for Olen F.
Featherstone, II 244
10 Sec. 13: W/2 sw/k WM-048579 USA-123%
Sec. 2k: NW/4 ™W/L 120.00 9-1-58 or more The Pure 0il Co. None -— The Pure 0il Co., A1l
11 Sec. 13: N/2 & SE/4 sw/k NM-05343L . E. F. Howe et ux, ,
Sec. 1h: NE/4 NE/b4 400.00 8-1-59 USA-124% The Ohio 0il Co. Frances E. Howe 6+% The Chio 0il Co., All
12 Sec. 14: B®W/k NE/b4 & Unleased Federal Land
s/2 NE/b4 120.00 -- -- - -- - (Competitive)

11 Federal Tracts (Leased) comprising

2,279.68 acres or 89.061 % of Unit Area

1 Federal Tract (Unleased) comprising 120.00 acres or L4.688 % of Unit Area



Page 3

Overriding Royalty
and percentage

Working Interest
and percentage

Serial No. Basic
Tract Description No. of & Eff. date Royalty &
Juuber of Land Acres of Lease Percentage Lessee of Record
STATE LANDS
T-20-3, R-35-E, NMPM
13 Sec., 19: Lots 1, 2 & 0G-5588
E/2 n/k 160.00 6-16-59 State 123% The Ohioc 0il Co.

1 State Tract (Leased) comprising 160 acres or 6.251 % of Unit Area

R ~F ~C -A P -I-T-U-L-A-T-I-0-N

11 Federal Tracts (Leased) 2,279.68 Acres 89.061 % of Unit Area
1 Federal Tract (Unleased) 120.00 Acres 41,688 % of Unit Area
1 State Tract (Leased) 160.00 Acres 6.251 % of Unit Area

Total: 2,559.68 Acres 100.000 % of Unit Aresa

Kone

The Ohio 0il Co., All



CERTIFICATION - DETERMINATION

Pursuant to the authority vested in the Secretary of interior as to
Federal Lands, under the Act apprbvéd February 25, 1920, 41 Stat. 437, as amended,
30 U.S.C. Secs. 181, et seq., and delegated to the ﬁirector of the Geological Survey
pursuant to Departmental Order No. 2365 of October 8, iéh?, 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 Lea Unif Area, Lea County, State of New Mexico.

B. Certify and determine that the unit plan of development and operation-
contemplated in tﬁe attached agreement 1s necessary and advigable in the public in-
terest for the purpose of more properly conserving the natural resources.

C. Certify and determine that the drilling, producing, rental, minimum
royalty, and royalty reqﬁirements of all Federal leases cormitted to saild agreement
are hereby established, altered, changed, or revoked to conform with the terms and

conditions of this agreement.

Dated DIRECTOR, UNITED STATES GEOLOGICAL SURVEY



CERTIFICATE QF APPROVAL

BY COMMISSIONER OF PUBLIC LANDS, STATE OF NEW MEXICO

LEA UNIT AREA, LEA COUNTY, NEW MEXICO

There having been presented to the undersigned Commissioner of Public Lands
of the State of New Mexico for examination, the attached Agreement for the development
and operation of acreage which is described within the attached Agreement dated

» which has been executed or 1s to be executed by
parties owning and holding oil and gas leases and royalty interests in and under the
property described, and upon eXamination of said Agreement, the Commissioner finds:

(a) That such agreement will tend to promote the
conservation of oil and gas and the better
utilization of reservoir energy in said area.

{b) That under the proposed agreement the State of
New Mexico will receive its fair share of the
recoverable oll or gas in place under its lands
in the area.

(c) That each beneficiary Institution of the State

of New Mexico will receive its fair and equitable
share of the recoverable oil and gas under its
lands within the area.

(d) That such agreement is in other respects for the
- best interests of the state, with respect to state
lands. ’

NOW, THEREFORE, by virtue of the authority conferred upon me under Sections
7-11-39, 7-11-40, T7-11-41, T7-11-k7, T7-11-48, New Mexico Statutes Annotated 1953
Compilation, I, the undersigned, Commissioner of Public Lands of the State of New
Mexico, for the purpose of more properly conserving the oil and gas resources of the
State, do hereby consent to and approve the said Agreement, and any leases embracing
lands of the State of New Mexico within the area shall be and the same are hereby
amended to conform with the terms thereof, and shall remain in full force and effect
according to the terms and conditions of said Agreement. This approval is subject to
all of the provisions of the aforesald statutes. :

IN WITNESS WHERECF, this Certificate of Approval is executed with seal affixed
this dey of s Ao D. 19 - .

Commissioner.of Public Lands of
State of New Mexico
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HOUSTON 1, TEXAS

August 24, 1960

Re: Lea Unit Agreement No. 14-08-001-6455
Our Lease NM-1566 - State of New Mexico Lease No. 0G-5588

New Mexico 0il Conservation Commission
P. 0. Box 871
Santa Fe, New Mexico

Astention: Mr. A. L. Porter, Jr.
Gentlemen:

For your file we are enclosing an executed copy of instrument
committing U. S. Lease NM-080262, covering the NW/4 NE/4 and S/2 NE/4
o Section 1k, Township 20 South, Range 34 East, NMPM, Lea County, New
Mexico, containing 120 ecres, to the Unit Agreement for the Development
and Operation of the Lea Unit Area No. 14-08-001-6455 and to the Unit
Operating Agreement,

Yours very truly,

THE OHIO OIL COMPANY
Land Department

By Attt Aameapa

C. W. Krouse
CWK:ec
Encl.
cec: Mr. Ed L. Smith

Mr. D. J. Sorenson
Mr. W. 0. Yokom



THE STATE OF NEW MEXICO [}
} KNOW ALL MEN BY THESE PRESENTS:
COUNTY OF LEA '

WHEREAS, THE OHIO OIIL COMPANY, an Ohio corporation, is lessee of record of that
certain oil and ges lease described as follows:

Federal Lease NM-080262 dated April 1, 1960, covering NW/4 NE/4 and
S/2 NE/4 Section 14, Township 20 South, Renge 34 East, N.M.P.M., Lea
County, New Mexico, containing 120 acres;

AND, WHEREAS, the land covered by the lease is within the Leas Unit Area, as more
fully described in Unit Agreement for the Development and Operation of the Lea Unit
Area heretofore spproved by the Acting Director, United States Geologlcal Survey,
designated Unit Agreement No. 14-08-001-6455, dated Rovember 10, 1959;

AND WHEREAS, THE OHIO OIL COMPANY, as shown by statement accompanying its bid for
said lease, acquired said lease subject to said Unit Agreement and to the Unit Operat-
ing Agreement for the Lea Unit Area, for and on behalf of itself and four other parties,
in the respective percentages stated below:

The Ohio 0il Company, en Ohio corporation - 68.8299%
Gulf 0il Corporation, a Pennsylvania corporation - 20.7820%
The Pure 0il Company, en Ohio corporation - 7.7933%
W. G. Ross - 1.2959%
Edith M. Kasper - 1.2989%%

AND WHEREAS, all other parties to said Operating Agreement elected not to partici-
pate in the bid or in the lease 1f issued, but all parties to said Operating Agreement
understood and sgreed that the lease if acquired would be subject to said Unit Agree-
ment and Unit Operating Agreement, with the resulting revision of participation
percentages among the parties to the Unit Operating Agreement on an acreage basis
effective as between sald parties as of the commencement of the test well provided for
in said Unit Agreement:

NOW, THEREFORE, WITNESSETH: That THE OHIO OIL COMPANY, in recognition of and
pursuent to the understanding set out sbove, does hereby. cqmmit the above identified
lease to said Unit Agreement and to said Operating Agreement and does hereby consent
to and ratify each of said agreements as applied to the above identified lease in the
manner stated above.

EXECUTED this <?#”%day of August, 1960.

THE OHIO OIL COMPANY

I

eeler, Division Manager

By

THE STATE OF TEXAS g
COUNTY OF HARRIS ]

The foregoing instrument was acknowledged, subscribed and sworn to before me,
the undersigned amthority, by J. D. WHEELER, Division Manager of THE OHIO OIL COMPANY,
a corporation, individually and on behslf of said corporation, on th15c241/5day of
August, 1960, to certify which witness my hand and seal of office.

2

AL A C R,
tary Public in and for Harris
County, Texas

JANEACE WILLIAMS
itotary Pubtic in and for Harris County, Texas
My Commission Expires June 1, 1961
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CONSENT AND RATIFICATION OF

The undersigned (whether one or more) herebfr hcknovledge receipt

py of the Unit Agreement for the Development u}d Operation of the

it Area embracing lands situated in Lea County, iNev Mexico, which said
gnt is dated the 10th day of November, 1959, ami scknowledge that they
iad the same and are familiar with the terms a.né. éonditions thereof.

also being the owners of overriding n?y;lty interests in the
' minerals embraced in said Unit Avea, doherei?yeulmit all of their said
s tothe Lea Unit mmm&mwmm;::dmuﬁmd

mee"‘l:a*"oc ‘bound by all of the terms and provisions 1:h¢reof, exsctly the same
as if the undersigned had executed the original of saidUn:l:t Agreement or a

coun‘bum thereof.
| IN WITNESS WHEREGF, this instrument is executed by the undersigned ss

of the

date set forth in their respective acknowledgnéhj:

STATE QF )
| ; 83
COUNTY OF
The foregoing instrument was acknowledged befc‘rti: me this ___ day ofj
» 1959, by ; N -
of L g a
Corporation, on 'béhﬂf_?uid quotation : B

My cdnniaaion Expires: P

§ *iourymc




STATE OF )
COUNTY OF
The foregoing 1nsWnt wvas
s 1959, by

X
STATE QF ) ; \
) ; ss
The foregoing 1nstrunent was acknowledged betbﬁﬁ'nz'thia . Qay of
» 1959, by
- My Commission Expires: | j
STATE OF ) "
; 88 ,
ihe:ﬁnegphu;insummwnt‘mu:ackmmﬂsﬁgedlnﬂbrjnm'uus__;_murof
_, 1959, by 1 .
- ) L
My Coumission.Expires: '
— [ Yotary Publc .
STATE OF )
' ; 8s
COUNTY OF ‘
| The fbregoinéuinstrument was acknowledged ﬁef;ré me this __i:diy of
» 1959, by -
My Commission Expires: i

™ Totary Public

acknowledged befoh me this ___ day of

My Commission Expires:

" STATE OF ___COLORADO
as
.COUNTY OF _ DENVER

My Commission Expires:

 me thiv/ A any of

s, Trustee for




intere to the Lea Unit Agreement and do hereby con#e;rt thereto and ratify and

agree tc be bound by all of the terms and provisions ‘fh , exactly the same
as if the undersigned had executedthe original of said‘ - Agreement or a

counterpart thereof. L
IN WITNESS WHEREOF, this instrument is executqu: by the undersigned as
of the|date set forth in their respective a.t‘:knowledgn%n:ts.
UMY

A1CH

STATE (OF WYOMING )
i ) 88
COUNTY OF NATRONA

The foregoing instrument was acknowledged beff :

o Nowember _ _, 1959, by _L. N. Bagood and lary ¢,

el 2 all S W ,
; of Casper, | — + 2K
My CcTn:zsi} Exp es' g Ny
‘ ~Notary Public




