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UNIT AGREEMENT -
FOR THE DEVELOPMENT AND OPERATION
OF THE
SOUTHEAST LEA UNIT AREA
LEA COUNTY, NEW MEXICO

THIS AGREEMENT, entered into as of the day

iy

o , 1967, by and between the parties subscrib-

ing, ratifying or consenting hereto, and herein sometimes
referred to as the ''parties hererto,"
WITNESSETH:

WHEREAS, the parties hereto are the owners of
working, royalty or other oil and gas interest in the unit
area subject tc this agreement; and

WHEREAS, the Commissioner of Public Lands o the
State ¢ New Mexico is authorized by an Act of the Legisla-
ture {(Chav. 7, Art. 11, Sec. 39, N.M, Statutes 1953 Annot.),
to consent to and approve the development and operation of
State lands uncer agreements made by lessees of State laund

Y

jolatlilyv cr severally with other lessees where such agreements

rovide for the unit operstion or development of part of or

]

oi any oil or gas pool, field, or area; and
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-
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WHEREAS, the Commissioner of Public Lands of the
Sctate of New Mexico is authorized by an Act of the Legisla-
ture {Cnap. 7, Art. 11, Sec. 41 N.M. Statﬁtes i953 Annot.) to
emend with the anproval of lessee, evidenced by the lessee's
execution of such égreement or otherwise, any oil and gas
lcase embracing State lands so that the length of the term
of said Ieese may coincide with the term of such agreements

Zor the uni:i operation and development of part or all of any



oil or gas pool, field or aréa; and

WHEREAS, the 0il Conservation Commission of the
State of New Mexico (hereinafter referred to as the '"Commission'")
is authorized by an Act of the Legislature (Art. 3, Chapter 65,
Voi. 9, Part 2, 1953 Statutes Annot.) to approve this zgreement
and the conservation provisions hereof; and

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

WHEREAS, it is the purpose of the parties hereto to
conserve natural resources, prevent waste and secure other ben-

efits obtainable through development and operation of the area

]

subject to this agreement under the terms, conditioms and limi-

o

nerein set

h

orth;

w

tatiocn
NCW, THEREFORE, in consideration of the premises and
the cromises herein contained, the parties hereto commit to
this agreement their respective interests in the below defined
unit area, and agree severally among themselves as follows:
1. UNIT AREA: The following described land is
hereby designated and recognized as consftituting the unit area:
Township 20 South, Range 35 East, N.M.P.M.
Section 25 - SW%
Section 26 - All
Section 27 - E%
Section 35 - All
Section 36 - W

containing 2,080 acres, more or less

]

xhibit A attachad hereto is & map showing the unit
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area and the boundaries and identity of tracts and leases in
said area to the extent known to the umit operator.

Exhibit "B' attached hereto is a schedule showing,
to the extent known to the unit operator, the acreage, per-
centage and kind of ownership of oil and gas rights in all
lands in the unit area. However, nothing herein or in said
schedule or map shall be construed as a representation by any
party hereto as to the ownership of any interest other than
such interest or interests as are shown on said map or sched-
ule as owned by such party. Exhibits "A" and "B" shall be
revised by the unit operator whenever changes in the unit
area render such revisions necessary or when requaested by the
Commissioner of Public Lands of the State of New Mexico, here-
inafter referred to as ''Commissioner.”

A1l lands committed to this égreement shali consti-

Y

tute land referred to herein as '"unitized land" or '"iand

v

subject to this agreement.”

2, UNITIZED SUBSTANCES: All oil, gas and asso-

ciated nydrocarbon substances in any and all formations of
the unitized lands, are unitized under the terms of this

agreement and herein are called "unitized substances."”

3. UNIT OPERATOR: American Trading and Production

Corporztion, wnose address is Box 992, Midland, Texas, is here-
by cdesignated as unit operator and by signature hereto commits
to this agreement all interest in unitized substances vested in
it as set forth in Exhibit "3", and agrees and consents to
accepc the dutles and obligations of unit operator for the
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discovery, development and production of unitized substances
&s provided herein. Whenever reference is made herein to

the unit operator, such reference means the unit operator

D)

cting in that capacity &nd not as an owner of interests in

anitiied substances, and the term 'working interest owner"
when used herein shall include or refer to unit operator as
the owner of a working interest when such an interest is
owned by it.

4, RESIGNATION OR REMQOVAL OF UNIT QOR2ERATOR: Unit

operator shall have the right to resign at any time bui such
resignation shall not become effective until & successor unic
operator nas been selected and approved in the manner provid-
ed for in Section 5 of this agreement. The resignation o
the unit operator shall nct release the unit operator from
eny liapilicy or any default by him hereunder occurriag pricr
to the effective date of his resignatiom.

upon default or failure in the
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performance of its duties or obligations hereunder, be subject
to removal by the same percentage vote of the ocwners of work-
ing interest determined in like manner as herein provided for

the selection of a new unit operator. Such removail shall be

eifective upon notice thereof to the Commissioner.
The resignation or removal of the unit operator

o

nis agreement shell not termimate its right, ¢
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erest as the owner of a working interest or other interest

in unitized substances, but upon the resignation cr removal of

«

uait operator becoming effective, such unit operator shall
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deliver possession of all equipment, materials and appurtenances
used in conducting the unit operations and owned by the working
interest owners to the néw duly qualified successor unit opera-
tor, or to the owners thereof if no such new unit operator is
elected, to be used for the purpose of conducting unit opera-
tions hereunder. DNothing herein shall be construed as authorizing
removal of any material, equipment and appurtenances needed for

the preservation of any wells.

5. SUCCESSOR UNIT OPERATOR: Whenever the unit

operator shall resign as unit operator or shall be removed as
hereinabove provided, the owners of the working interests accord-
ing to their respective acreage interests in 211 unitized iand
shall by a majority vote select a successor unit coperator; pro-
vided that, if a majority but less than seventy-iive per cent
(75%) of the working interests qualified to vote is owned by one
party to this agreement, a concurring vote of sufficient addi-
Cionai parties, so as to constitute in the aggregate not

than seventy-five per cent (75%) of the total working interests,
snall be required to select a new operator. Such selection

shall nct become effective until (a) a unit operator so selected

shall accept in writing the duties and responsibilities of unit

}

o

operator, and (b) the selection shall have been approved by the
Commissioner. If no successor unit operator is selected and
guaiified as herein provided, the Commissioner at his election

may declare his unit agreement terminated.

6. ACCOUNTING PROVISIONS: The unit operator shzll

pay in the first instance all costs and expenses incurred in
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conducting unit operations Eéreunder, and such costs and
expenses and the working interest benefits accruing hereundeir
hall be apportioned among the cwners of the unitized working
interest in accordance with an operating agreement entered
into by and between the unit operator and the owners of such
interests, whether one or nore, separately or collectively.
Ary agreement or agreements entered into between the working
interest owners and the unit operator as provided in this sec-
tion, whether one or more, are herein referred to as the

“Unit Operating Agreement.’' No such agreement shall be deemed

ither to modify any of the terms and conditions of this unit

[(t]
'.,

agreement or to relieve the unit operator of any right or
obligation established under this unit agreement and in case

o any inconsistencies or conflict between this unit agreementc
and the operating agreemernc, this unit agreement shall prevail.

7. RIGHTS AND OBLIGATIONS OF UNIT QPERATOR: Except

as otherwise specifically provided herein, the exclusive right,
srivilege and duty of exercising any and all rights oi the
sarties hereto which are necessary or convenient for prospect-
irg for, producing, storing, allocating and distributing the
unitized substances are hereby delegated to and shall be exer-
cised by the unit operétor &s herein provided. Acceptabie
evidence of the title to said rights shall be deposited with
said unit operator and, together with this agreement, shall
constitute and define the rights, privileges and obligatiocns

serator. Nothing herein, however, shall be construec
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Zo trensier tvitle to any land or to any lease or operating

-6-



o

agreement, it being understood that under this agreement the

unit operator, in its capacity as unit operator, shall exercisge

<
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ghts of possession and use vested in the parties hereto
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nly for the purposes herein specified.

8. DRILLING TO DISCOVERY: The unit operator shall, on

or before sixty days_ from the effective date hereof, commence
operations upon an adequate test well for oil and gas upon some
part of the lands embraced within the unit area and shall driil
said well with due diligence to a depth sufficient to test the
Devonian formation or tc such a depth as unitized substances
shall be discovered in paying quantities at a lesser deptn or
until it shall, in the opinion of unit operator, be determined
that the further drilling of said well shall be unwarranted oz

impracticable; provided, however, that unit operator shall nor:,

4]

in any event, be required tc drill said well to depth in excess

14,700 feet. Until a discovery of a deposit of unitized sub-

O
i

scances capable of being produced in paying quantities {(to-wit:
guantities sufficient to repay the costs of drilling and prodaciﬁg
operations with a reasonable profit) unit operator shall continue
arilling diligently, one well at a time, allowing not more than
six months between the completion of one well and the beginning

of the next well, until a well capable of producing unitized
substances in paying quantities is completed to the satisfaction
0f the Commissioner, or until it is reasonably proven tc the

satisfaction of the unit ocperator that the unitized land is

incepable of producing uni:ized substances in paying quantities

in the formetion drilled hereunder.



Any well commenced prior to the effective date of this
agreement upon the unit area'and drilled to the depth provided
herein for the drilling of én initial test well shall be considered
as complying with the drilling requirements hereof with respect to
the initial test well. The Commissioner may modify the drilling
requirements of this section by granting reasonable extensions
of time when in his opinion such action is warranted. Upon failure
to comply with the drilling provisions of this article the Com-
missioner mey, 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, and all rignts,
privileges and obligations granted and assumed by this unit agree-
ment shall cease and terminate as of such date.

9. OBLIGATIONS OF UNIT OPERATOR AFTER DISCOVERY OF

UNITZIZZED SUBSTANCES: Should unitized substances ‘in paying quanti-

-

ties be discovered upon the unit area the unit operator shall on
or befcore six (6) months from the time of the completion of the
initial discovery well and within thirty (30) days after the
sxpiracion of each twelve-month period thereafter file a report
wich the Commissioner ana the Commission of the status of the
Gevelopment of the unit area and the development contemplated
for the following twelve-month period.

t is understooc that one of the main considerations

for the appro

<

al of cthis agreement by the Commissioner of Public

¥

Lands is to secure che orderly development of the unitized lands

in accordance with good censervation practices so as to obtain

&L

-

the gresctest ultimete recovery of unitized substances.



After discovery of unitized substances in paying

K
[
O]
o

tities, unit operator chzall proceed with diligence to

reasonably develop the unitized area as a reasonably prudent

operator would develop such area under the same or similar cir-
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he unit operator should fail to comply with the
above covenant for reasonable development, this agreement may
be terminate& by the Commissioner as to all lands of the State
oZ New exico embracing undeveloped regular well spacing or
proration units but in such event the basis of participation
by the working interest owners shall remain the same as 1f this
agreement had not been terminated as to such lands; provided,
nowever, the Commissicner shall give notice to the unit operator
and the lessees of record in the manner prescribed by Sec.
7-11-14, N.M. Scatutes 1953 Annotated) of intention to cancel

on account of any alleged breachh of said covenant for reasonable

(]

develovment and any decisiocn entered thereunder shall be subiect
o

[

to appeal in the manner prescribed by Sec. 7-11-17 N.M. Scatuces

1933 Annotated, and, provided further, in any event the unit
cperator shall be given a reasonable opportunity after a final

e

etermination within which to remedy any default, failing in

(4

which this agreement shall be terminated as to all lands of
the State of New Mexico embracing undeveloped regular well

roration units.
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which may be drilled pursuant hereto in the proportions that

theil

H

respective leasehold interests covered hereby on an
acreage basis bears to the total number of acres committed

to this unit agreement, and such unitized substances shall be
deemed to have been produced from the respective leasehold
interests participating therein. For the purpose of determining
any benefits accruing under this agreement and the distribution
of the royalties payable to the State of New Mexico and octher
lessors, each separate lease shall have allocated to it such

said production as the number of acres in each

Hy

percenzage o

as

()

',—- 1
o

respectively committed to this agreement bears to the

'_\

nunber of acres committed hereto.
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Notwithstanding any provisions contained herein to
the contrary, each working interest owner shall have the right
to take such owner's proportionate share of the unitized sub-
scances in kind or to personally sell or dispose of the same,

and noching herein contained shall be construed &as giving or
o

3

ng to the unit operator the right to sell or otherwise

fie

cantc
dispose of the proportionate share of any working interest

owner without specific authorization from time to time so to

1i. ALLOCATION OF PRODUCTION: All unitized substances

ach tract in the unitized area established under
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chils agreementc, except any part thereof used for production or
development purposes hereunder, or unavoidably lost, shall be
ceemed to be produced equally on an acreage basis from the

several tracts of the unitized land, and for the purpose of
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determining any benefits that-accrue on an acreage basis, each
such tract shall have allocated to it such percentage of said
production as its area bears to the entire unitized area. It

i3 hereby agreed that procuction of unitized substances irom
tne unitized area shall be allocated as provided herein, regard-

less of whether any wells are drilled on any particular tract

1Z. DPAYMENT OF RENTALS, ROYALTIES AND OVEZRRIDING

-

ROYALTIES: All rentals due the State of New Mexico shall be
pald by the respective lease owners in accordance with the terms
of their leases.

All royalties due the State of New Mexico under the

terms of the leases commitced to this agreement shall be computed

and paid on the basis of all unitized substances allocated to
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ommicted hereto; provided, however, the
pe entitled to take in kind its share of the unitized
substances &llocated to the respective leases, and in such case
the unit operator shall make deliveries of such royalty oil in
accorcance with the terms of the respective leases.

If the unit operator introduces gas obtained from

sources other than the unitized substances intc any producing

Fh

ormation for the purpose of repressuring, stimulating or in-

ry

reasing the ulitimate recovery of unitized substances therefron,

@]

e like amount of gas, if available, with due allowance for loss

Fh

or cdepletion from any cause, may be withdrawn from the formation

inco wiiich the gas was introduced, royalty free, as to dry gas

DUt not eg to the products extracted therefrom; provided, that
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such withdrawal shall be at such time as may be provided in a
slan of operation consented to by the Commissioner and approved
by the 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.

~Z &ny lease committed nereto is now, or should here-
ter be, burdened with an overriding royalty, paymentout of
production or other charge in addition to the usual royalty, the
D

owner of each such lease ghzlil bear and assume tine same out of

/

the unitized substances allocated to the lands embraced in each

3. LEZASES AND CONTRACTS CONFORMED AND EXTENDED INSOFAR

y

AS THEV APPLY TC LANDS WITHIN THE UNITIZED AREA The terms, condi-

srovisions of all leases, subleases, operating agreements
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and ocner contracts relatinz to tne exploration, drilling, develop-

menc or operation for oil or gas of the lands committed ©o this

cgreemenc, shall as of the =ffective date hereof, be and the same
zre heredy expressly modifizd and amended insofar as they apply

cc ~ands within the unitized area to the extent necessary to make
che same conform to the provisions hereof and so that the respec-
tive terms of said leases and agreements will be extended insofar
as necessary to coincide with the term of this agreement and the

.,

aoprovai of this agreement by the Commissioner and the respective

lessors and lessees shall be effective to conform the provisions
d exicnaed the term of eacn such lease as to lands within the
rea ©o the provisions and term of this agreement; but

cthcrwice Co remain in full force and effect. Each lease committed

co this agreement, insofar as it applies to lands within the



unitized area, shall continue in force beyond the term provided
therein so long as this agreement remains in effect provided
iing operations upon the initial test well provided for

herein shail have been commenced or said well is in the process

oL beingz drilled by the unit operator prior to the expiration
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£ the snortest term lease committed to this agreement. Termina-
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agreement shall not affeéct any lease which pursuant
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o che terms thereof or aay applicable laws would continue in
&
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full force and effect thereafter. The commencement, completion,

3

wued operation or production of a well or wells for unitized
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tances on the unit area shall be construed and considered
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s the commencement, completion, continued operation or production

o

on each of the leasehold interests committed to this =
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and operations or production pursuant to this agreement shall

be deemed to be operations upon and production from each leasehold

interest committed hereto and there shall be no obligation on the
part oi the unit operator or any of the owners of the respective

ieasehold interests committed hereto to drill cifsets to welils

O

&s petween Che ileasehold interests committed to this agreement,
except as may be provided in Section 9 hereof.

Any lease embracing lands of the State of New Mexico

having only & portion of i1ts lands committed hereto shall be

H
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segregated as to the portion committed and as to the po on

not committed and the terms of such leases shall

o

pply separately
as to such segregated portions commencing as of the effective

te Deracf. Notwithstanding any of the provisions of this

oI to the contrary, any lease embracing lands of the
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Scate of New Mexico having only a portion of its lands committed
hereto shall continue in full force and effect beyond the term

~
a—

proviced therein as to all lands embraced in such lease, if oil

and gas, or either of them, are ciscovered and are capable of
beilng produced in paying guantities from some part of the lands
~uoraced 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
driiling or reworking operations on some part of the lands

- -

embraced therein, the lease shall remain in full force and effect
sc long &s such operations are being diligently prosecuted, and
if they resulZ in cthe production of oil or gas, saic lease shall

contcinue in full force and effect as to all of the lands embraced

icner
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Cherein, so long thereafter as oll and gas, or
being proauced in paying quantities from any portion of said lands.

14, CONSERVATION: Operations hereunder and proauction

oI unitizea substances shali be conducted to provide for the most
econcmical and efficient recovery of said substances without

&s geiined by or pursuant to State laws or regulations.
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15. DRAINAGE: 1In the event a well or wells producing
0il or gas in paying quantities should be brought in on land

‘acent to the unit area and are draining unitized substances
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che lands embraced therein, unit operator shall drilli such
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C well or wells as & reasonably prudent operator would
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crill under the seame or similar circumstances.
5. COVENANTS RUN WITH IAND: The covenants nereirn
sn&ll te conztrued to be covenants running with the land with

respect o theée interests of the parties hereto and their successors

~14-



in interest until this agreement terminates, and any grant
transier or conveyance of interest in land or leases subject
aereto shall be and hereby is conditioned upon the assumption
of all privileges and obligations hereunder by the grantee,
translicree or other successor in interest. No assignment ox
transfer of any working, royalty or other interest subject

- "I be binding urca unit operator until the first day
0f the calendar month after the unit operator is furnished with
the original, photostatic or certified copy of the recorded

instcrument or

transfer.

17. ZEFFECTIVE DATE AND TERM: This agreement shall
become eifective upon approval by the Commissioner and shall
terminate in two years after such date unless {a) such date of
expiration is extended by che Commissioner, of (b) & valuablie
discovery of unitized subscances has been made on unitized
land curing said initlal term or any extension thereof, in which
case this agreement shall remain in effect so long as unitized
substances can be produced from the unitized land in paying
ceantities, and, should production cease, so long thereafter
&s di.igent operations are in progress for the restoration of

new production and so loag thereafter

&s the unitized substances so discovered can be produced as
cforeseid. This agreemenc may be terminated at any time by

ac: less chan seventy-five percent (75%) on an acreage basis of
che owners of the working iIncerests signatory hereto with tae
endrovel of the Commissioner. Likewise, the failure to comply
wioth che arilling recuilrements of Section 8 hereof may subject
chis cgreement to termination as provided in said section
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18. RATE OF PRODUCTION: All production and the d

sosal thereof shall be in conformity with allocations, allotments
& b

end quocas made or fixed by the Commission and in coniformity with

&Ll &npiiceble laws and lawful regulations.

19. APPEARANCES: Unit operator shall, after notice to

other parties affected, have the right to appear for anc on behalf
of any and all interests affected hereby before the Commissioner

of Pubiic Lands and the New Mexico 0il Conservation Commission,
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rom orders issued under the regulations of the
Commissioner or Commission or to apply for relief from any of said

regulactions or in any proceedings on its own behalf relative to

r‘r

operaiions pending before the Commissioner or Commission; provided,

1

party shall alsc have the right

wn
(o1

however, chat any other intereste

at nls own expense to appear and to participate in any such pro-

20. NOTICES: All notices, demands, or statements re-
quirec nereunder to be given or rendered to the parties hereto
snall be deemed fully given, if given in writing and sent by
sosfpeic registered mail, addressed to such party or parties atc
Chelr respective addresses set forth in connection with the

siznatures hereto or to the ratification or consent hereof or

co sucnh other address as any such party may have furnished in
writing to the party sendinz the notice, demand or statement.

21 UNAVOIDABLE TETAY: All obligations under this

agreement reguliring the unitc operator to commence ¢r continue
Sriliing oo Co onerate on or produce unitized substances from
i

oy of zhe Lands covered by this agreement shall be suspended

wnlle, but only so long as, the unit operator despite the



exercise of due care and diligence, is prevented from complying

with such obligations, in whole or in part, by strikes, war,
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ts of God, Federal, State or municipal law or agencies, unavoid-
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e accldents, uncontrollable delays in trans portation, inability
to obrain necessary materials in open market, or other matters
beyond the recsonable control of the unit operator whether similar

Co macriers herein enumerated or not.

Crue cwner Cceanot be induced to join the unit agreement so that

sucn tract i1s not committec to this agreement or the operation

Chereoi aerceunder becomes impracticable as a resuit thereoi, such
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nitized area. Any ioss of title

be borne by the working interest owners as may be provided

in the unit operacing agreement. In the event of & dispute as
o the citle to any royaity, working or other interestc subject
nerets, the unit operator may withhold payment or delivery ol

cne ellocated portion of the unitized substances involved on

accounc therecf without liability for interest until the dispute

2z Zinelly settled, provided that no payments of funds due the
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w Mexicc shall be withheld. Unit operator as such

s relieved from any responsibility for any defect or failure

23. SUZSEQUENT JCINDER: Any oll or gas interest in

sutmicsion of this agreement for final approval by the Commissioner
se cozmiccied hereto by the owner or owners of such rigats

ing or counsenting to this agreement or executing

[}
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ratification hereof, and if such owner is also a working interest
owner, by subscribing to the operating agreement providiag for
che &llocazion of costs of exploration, development and operation;

~crations are commenced hereunder, the
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right of scbsequent joinder, as provided in this section, by a
working interest owner is subject to such requirements or approvals,
Z eany, pertaining to such joinder, as may be provided for in the
unit operating agreemenc. A subsequent joinder shall be eifective
as of the first day of the month following the filing with and
approval by the Commissioner of duly executed counterparts of

fhe iInstrument or insctrumencs committing the interest of such

(]

owner to this agreement, bu> such joinin arty or vparties
S > I

o

erfore
narticipating in any benefics hereunder shall be required co
assume &nd pay to unit operator their proportionate snare of Cthe
anit exoeanse incurred prior to such party's or parti;sv joindez
in the unic agreement, and the unit operator shall make appro-

ustments caused by such joinder, without any retroactive

24, COUNTERPARTS: This agreement may te executed in

counterparts, no one of which needs to be executed
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Sy all parties or may be ratified or consented to by separate
instrumente in writing specifically referring hereto, and shall
Le binding upon &ll those parties who have executed such a
counterpart, ratification or consent hereto with the same Iorce
ffect as if ali such parties had signed the same document

zs of whether or not it i

6]

‘executed by all other

~azcies owning or claiming an interest in the 1and within the

3

rea.

M

ribea unit
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IN WITNESS WHEREQF, the undersigned parties hereto
hzve ceused this agreementto be executed as of the respective
cates set forth opposite their signatures.

ATTZEST: AMERICAN TRADING AND PRODUCTION
CORPORATION

By

Date: Address:

WORKING INTEREST OWNERS

5
+3
-]
tad
w
+3

MARATHON OIL COMPANY

o~y

by,

Address:

i
3
s
®

ECMBLE OIL & REFINING COMPANY

By

L
g
i
()

Address:

ATTAST: PHILLIPS PETROLEUM COMPANY

By

Address:

Date
ATUTEST TEXAS CENTRAL 0YL CCMPANY
By
secrecery
Address:
Sace
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SABINE EXPLORATION CORPORATION

t

By

Accress:

Y
Y
. S8
)

1967 by

ingstrument was acknowiedzed b

(]
bt
o)
H
w
8
o

, 0f American Trading and 2Production
corporation, C

My Commission Explres:
ST-TE GOF )

. ss
COUNTY OF )

foregoing 1

ment
1567 by
of Maratho

“y Cocmmiesion

of sald corporation.

was acknowledged

Notary Public

e} 1

before me

o 0il Company, &

v

3
1 Ohic corpora-

58

s e NS

Lorego in g

1967 by

instrument was acknowledged b

Notary

efore me

& Refining

corporation.

Company, a Delaware .corporation,

on
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The foregoing insirument was acknowledged before me
cnis cay of 1967 by

o]
<

oL Phillips Petroleum Compaay,

behalf

My Commission

Nt N

of

-—

seid corporation.

Notary Publiic

CCUNTY CF

The foregoing instrument was acknowiedgecd belore me
chis aey of 1967 by

of Texas Central 011 Company, a
corporation, on baralf of said corporation.
Yy CommIsgsion ZXpires:
Notary Pubiic

STATI OF

L 4

The foregoing
of

SS

Notary Pubiic



EXHIBIT ''g"
SOUTHEAST LEA UNIT
JEA COUNTY, NEW MEXTCO

Overriding
Tract . Description Number Sarial No. and Basic T.essee of Royalty and ECfWH:m.szmwmm_
No. of Land of Acres _ Fspiration Date  Royaliy Record | Percentage & Poxcentage
State Lands, ALl in Township ,.Nmfwo.&, w Range 35 Fast, N.M.P.M,
1 Sec. 35 - Sk 320 0G-2236 State Macathon OLl Cowmpany None Maraihoa 01l
u\Hm\om 1.2%% Company -~ All
2 Sec. 25 - SW% 160 0G-3824 State Humble 01l & Refining None Humble 0il &
5/20/68 12%% Company Refining Co., - All
3 Sec. 26 - S% 320 0G-3325 State Marathon 0il ooammm% None Marathon 0Oil
_ 5/20/68 12%7% _ Company - All
4. Sec. 26 - N4 320 _ 0G-3826 State Marathon 0il Company None Marathon 0il
5/20/68 1257 Company - All
5 Sec. 35 - N% 320 0G-3827 State Marathon 0il Company None Marathon 0il
5/20/68 12557, Company - AlL
) Sec. 36 - Wi 320 0C-3955 State Phillips Petroleum Phillips Pelroleum
6/'7/68 1.2%5% Company None Company - All
7 Sec. 27 - Ek 320 K-5219 Stare [lumble 0il & Refining None Humble 0il &
8/17/75 12%% Company Refining Co. - All
HOH>H - w namc:m containiag 2,000 acves - 100% of uult area
K/HH Om the above lands ace subjoct o the right of Anerican Toadiog and Poodinciion Cocpuraiion, Toxas Conieal OLL
Company and Sabine fxplocation Corporation Lo carn an undivided 1 \“v interestt in and to ithe above degcriboed lands
in the event a well is completed capable of producing oll or gas in poaylag quaniiiios, i we wiith a full ERRETT

- -

ia the drillsite uniil payout, all in accordance with the provisions of ihe Unit

roomand:



Law OFFICES
CLARENCE E_HINKLE MIDLAND, TEXAS OFFICE

W. E.BONDURANT, JR. HINKLE) BONDURANT & CHR'STY 521 MIDLAND TOWER

S.B.CHRISTY 1V (915) MU 3-4691

LEWIS C. COX,JR.

600 HINKLE BUILDING
OF COUNSEL: HIRAM M_DCwW

PAUL W. EATON, JR. RoswELL, NEW MEXICO 88201
CONRAD E.COFFIELD
HAROLD L-HENSLEY, JR.
MICHAEL R.WALLER
Allgllst 3 ] 1967 TELEPHONE (505) 622-6510
STUART D.SHANCR PosT OFFICE Box 10

0il Conservation Commission
Box 2088
Santa Fe, New Mexico

Gentlemen:

We enclose herewith copy of the unit agreement
for the exploration and development of the Southeast
Lea Unit Area, Lea County, New Mexico with certificate
of approval of the Commissioner of Public Lands attached.
This is filed in conformity with the order entered by
the Commission approving the unit agreement.

Yours very truly,

HINKLE, BONDURANT & CHRISTY

By \

CEH:cs
Enc.
cc: Jim Wilson



CERTIFICATE OF APPROVAL

COMMISSIONER OF PUBLIC LANDS, STATE OF NEW MEXICO
SOUTHEAST LEA UNIT
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 July 3, 1967 , which said
Agreement has been executed by parties owning and holding oil and gas
leases and royalty interests in and under the property described, and up-
on examination of said Agreement, the Commissioner finds:

(a) That such agreement will tend to promote the conservation
of 0il 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 o0il 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 equitable share of the
recoverable o0il 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, 7-11-41, 7-11-47, and 7-11-48, New Mexico
Statutes Annotated, 1953 Compilation, I, the undersigned Commissioner
of Public Lands of the State of New Mexico, do hereby consent to and
approve the said Agreement; however, such consent and approval being
limited and restricted to such lands within the Unit Area, which are
effectively committed to the Unit Agreement as of this date, and, further,
that leases insofar as the lands covered thereby committed to this Unit
Agreement shall be and the same are hereby amended to conform with the terms
of such Unit Agreement, and said leases shall remain in full force and ef=-
fect in accordance with the terms and conditions of said Agreement. This
approval is subject to all of the provisions and requirements of the afore-
said statutes.

IN WITNESS WHEREQF, this Certificate of Approval is executed,with seal
affixed, this ’nd. day of Auqust , 19 57

o 2L

COMMISSIORER OF PUBLIC LANDS -
of the State of New Mexico

0G-26
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UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION
OF THE
SOUTHEAST LEA UNIT AREA
LEA COUNTY, NEW MEXICO

THIS AGREEMENT, entered into as of the _ 5 _  day

of é' L/}\f , 1967, by and between the parties subscrib-

/

ing, ratifying or consenting hereto, and herein sometimes

referred to as the 'parties hereto,"

WITNESSETH:

WHEREAS, the parties hereto are the owners of
working, royalty or other oil and gas interest in the unit
area subject to this agreement; and

WHEREAS, the Commissioner of Public Lands of the
State of New Mexico is authorized by an Act of the Legisla-
ture (Chap. 7, Art. 11, Sec. 39, N.M. Statutes 1953 Annot.),
to consent to and approve the development and operation of
State lands under agreements made by lessees of State land
jointly or severally with other lessees where such agreements
provide for the unit operation or development of part of or
all of any oil or gas pool, field, or area; and

WHEREAS, the Commissioner of Public Lands of the
State of New Mexico is authorized by an Act of the Legisla-
ture (Chap. 7, Art. 11, Sec. 41 N.M. Statutes 1953 Annot.) to
amend with the approval of lessee, evidenced by the lessee's
execution of such égreement or otherwise, any oil and gas
lease embracing State lands so that the length of the term

of said lease may coincide with the term of such agreements

for the unit operation and development of part or all of any



0il or gas pool, field or area; and

WHEREAS, the 0il Conservation Commission of the
State of New Mexico (hereinafter referred to as the "Commission'")
is authorized by an Act of the Legislature (Art. 3, Chapter 65,
Vol. 9, Part 2, 1953 Statutes Annot.) to approve this agreement
and the conservation provisions hereof; and

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

WHEREAS, it is the purpose of the parties hereto to
conserve natural resources, prevent waste and secure other ben-
efits obtainable through development and operation of the area
subject to this agreement under the terms, conditions and limi-
tations herein set forth;

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

1. UNIT AREA: The following described land is
hereby designated and recognized as constituting the unit area:

Township 20 South, Range 35 East, N.M.P.M.
Section 25 - SWk
Section 26 - All
Section 27 - EX%

Section 35 All
Section 36 - W%

containing 2,080 acres, more or less.

Exhibit A attached hereto is a map showing the unit

-2-



area and the boundaries and identity of tracts and leases in
said area to the extent known to the unit operator.

Exhibit "B'" attached hereto is a schedule showing,
to the extent known to the unit operator, the acreage, per-
centage and kind of ownership of oil and gas rights in all
lands in the unit area. However, nothing herein or in said
schedule or map shall be construed as a representation by any
party hereto as to the ownership of any interest other than
such interest or interests as are shown on said map or sche-
dule as owned by such party. Exhibits "A" and "B'" shall be
revised by the unit operator whenever changes in the unit
arearender such revisions necessary or when reqﬁested by the
Commissioner of Public Lands of the State of New Mexico, herein-
after referred to as "Commissioner".

All lands committed to this agreement shall consti-
tute land referred to herein as '"unitized land" or '"land
subject to this agreement".

2. UNITIZED SUBSTANCES: All oil, gas and asso-

ciated hydrocarbon substances in any and all formations of
the unitized lands above the base of the Devonian formation
are unitized under the terms of this agreement and herein
are called "unitized substances'.

3. UNIT OPERATOR: American Trading and Production

Corporation, whose addressisDﬁwmf 992, Midland, Texas, is here-
py designated as unit operator and by signature hereto commits
to this agreement all interest in unitized substances vested in
it as set forth in Exhibit "B'", and agrees and consents to

accept the duties and obligations of unit operator for the
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discovery, development and production of unitized substances
as provided herein. Whenever reference is made herein to
the unit operator, such reference means the unit operator
acting in that capacity and not as an owner of interests in
unitized substances, and the term 'working interest owner"
when used herein shall include or refer to unit operator as
the owner of a working interest when such an interest is
owned by it.

4. RESIGNATION OR REMOVAL OF UNIT OPERATOR: Unit

operator shall have the right to resign at any time but such
resignation shall not become effective until a successor unit
operator has been selected and approved in the manner provided
for in Section 5 of this agreement. The resignation of the
unit operator shall not release the unit operator from any
liability or any default by him hereunder occurring prior to
the effective date of his resignation.

Unit operator may be subject to removal by the same
percentage vote of the owners of working interests determined
in like manner as herein provided for the selection of a new
unit operator. Such removal shall be effective upon notice
thereof to the Commissioner.

Should unit operator own, at the time of resignation
or removal as unit operator, a working interest in the unit
area or other interest in unitized substances, such resignation
or removal shall not terminate its right, title or interest
as the owner of a working interest or other interest in
unitized substances, but upon the resignation or removal of

unit operator becoming effective, such unit operator shall
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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 opera-
tor, or to the owners thereof if no such new unit operator is
elected, to be used for the purpose of conducting unit opera-
tions hereunder. Nothing herein shall be construed as authorizing
removal of any material, equipment and appurtenances needed for
the preservation of any wells.

5. SUCCESSOR UNIT OPERATOR: Whenever the unit

operator shall resign as unit operator or shall be removed as
hereinabove provided, the owners of the working interests accord-
ing to their respective acreage interests in all unitized land
shall by a majority vote select a successor unit operator; pro-
vided that, if a majority but less than seventy-five per cent
(75%) of the working interests qualified to vote is owned by one
party to this agreement, a concurring vote of sufficient addi-
tional parties, so as to constitute in the aggregate not less
than seventy-five per cent (75%) of the total working interests,
shall be required to select a new operator. 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
Commissioner. 1If no successor unit operator is selected and
qualified as herein provided, the Commissioner at his election
may declare his unit agreement terminated.

6. ACCOUNTING PROVISIONS: The unit operator shall

pay in the first instance all costs and expenses incurred in
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conducting unit operations hereunder, and such costs and
expenses and the working interest benefits accruing hereunder
shall be apportioned among the owners of the unitized working
interest in accordance with an operating agreement entered
into by and between the unit operator and the owners of such
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 sec-
tion, whether one or more, are herein referred to as the

"Unit Operating Agreement.' No such agreement shall be deemed
either to modify any of the terms and conditions of this unit
agreement or to relieve the unit operator of any right or
obligation established under this unit agreement and in case
of any inconsistencies or conflict between this unit agreement
and the operating agreement, this unit agreement shall prevail.

7. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR: Except

as otherwise specifically provided herein, the exclusive right,
privilege and duty of exercising any and all rights of the
parties hereto which are necessary or convenient for prospect-
ing for, producing, storing, allocating and distributing the
unitized substances are hereby delegated to and shall be exer-
cised by the unit operétor as herein provided. Acceptable
evidence of the title to said rights shall be deposited with
said unit operator and, together with this agreement, shall
constitute and define the rights, privileges and obligations
of unit operator. Nothing herein, however, shall be construed
to transfer title to any land or to any lease or operating
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agreement, it being understood that under this agreement the
unit operator, in its capacity as unit operator, shall exercise
the rights of possession and use vested in the parties hereto
only for the purposes herein specified.

8. DRILLING TO DISCOVERY: The unit operator shall, on

or before sixty days from the effective date hereof, commence
operations upon an adequate test well for oil and gas upon some
part of the lands embraced within the unit area and shall drill
said well with due diligence to a depth sufficient to test the
Devonian formation or to such a depth as unitized substances
shall be discovered in paying quantities at a lesser depth or
until it shall, in the opinion of unit operator, be determined
that the further drilling of said well shall be unwarranted or
impracticable; provided, however, that unit operator shall not,
in any event, be required to drill said well to a depth in excess
of 14,700 feet. Until a discovery of a deposit of unitized sub-
stances capable of being produced in paying quantities (to-wit:
quantities sufficient to repay the costs of drilling and producing
operations with a reasonable profit) unit operator shall continue
drilling diligently, one well at a time, allowing not more than
six months between the completion of one well and the beginning
of the next well, until a well capable of producing unitized sub-
stances in paying quantities is completed to the satisfaction of
the Commissioner, or until it is reasonably proven to the satis-
faction of the unit operator that the unitized land is incapable
of producing unitized substances in paying quantities in the

formation to which wells have been drilled hereunder.
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Any well commenced prior to the effective date of this
agreement upon the unit area and drilled to the depth provided
herein for the drilling of an initial test well shall be considered
as complying with the drilling requirements hereof with respect to
the initial test well. The Commissioner may modify the drilling
requirements of this section by granting reasonable extensions
of time when in his opinion such action is warranted. Upon failure
to comply with the drilling provisions of this article the Com-
missioner 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, and all rights,
privileges and obligations granted and assumed by this unit agree-
ment shall cease and terminate as of such date.

9. OBLIGATIONS OF UNIT OPERATOR AFTER DISCOVERY OF

UNITIZED SUBSTANCES: Should unitized substances in paying quanti-

ties be discovered upon the unit area the unit operator shall on
or before six (6) months from the time of the completion of the
initial discovery well and within thirty (30) days after the
expiration of each twelve-month period thereafter file a report
with the Commissioner and the Commission of the status of the
development of the unit area and the development contemplated
for the following twelve-month period.

It is understood that one of the main considerations
for the approval of this agreement by the Commissioner of Public
Lands is to secure the orderly development of the unitized lands
in accordance with good conservation practices so as to obtain

the greatest ultimate recovery of unitized substances.



After discovery of unitized substances in paying
quantities, unit operator shall proceed with diligence to
reasonably develop the unitized area as a reasonably prudent
operator would develop such area under the same or similar cir-
cumstances.

If the unit operator should fail to comply with the
above covenant for reasonable development, this agreement may
be terminated by the Commissioner as to all lands of the State
of New Mexico embracing undeveloped regular well spacing or
proration units but in such event the basis of participation
by the working interest owners shall remain the same as if this
agreement had not been terminated as to such lands; provided,
however, the Commissioner shall give notice to the unit operator
and the lessees of record in the manner prescribed by Sec.
7-11-14, N.M. Statutes 1953 Anngtated) of intention to cancel
on account of any alleged breach of said covenant for reasonable
development and any decision entered thereunder shall be subject
to appeal in the manner prescribed by Sec. 7-11-17 N.M. Statutes
1953 Annotated, and, provided further, in any event the unit
operator shall be given a reasonable opportunity after a final
determination within which to remedy any default, failing in
which this agreement shall be terminated as to all lands of
the State of New Mexico embracing undeveloped regular well
spacing or proration units.

10. PARTICIPATION AFTER DISCOVERY: Upon completion

of a well capable of producing unitized substances in paying
quantities, the owners of working interests shall participate

in the production therefrom and in all other prdducing wells
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which may be drilled pursuant hereto in the proportions that
their respective leasehold interests covered hereby on an
acreage basis bears to the total number of acres committed

to this unit agreement, and such unitized substances shall be
deemed to have been prodﬁced from the respective leasehold
interests participating therein. For the purpose of determining
any benefits accruing under this agreement and the distribution
of the royalties payable to the State of New Mexico and other
lessors, each separate lease shall have allocated to it such
percentage of said production as the number of acres in each
lease respectively committed to this agreement bears to the
total number of acres committed hereto.

Notwithstanding any provisions contained herein to
the contrary, each working interest owner shall have the right
to take such owner's proportionate share of the unitized sub-
stances in kind or to personally sell or dispose of the same,
and nothing herein contained shall be construed as giving or
granting to the unit operator the right to sell or otherwise
dispose of the proportionate share of any working interest
owner without specific authorization from time to time so to
do.

11. ALLOCATION OF PRODUCTION: All unitized substances

produced from each tract in the unitized area established under
this agreement, except any part thereof used for production or
development purposes hereunder, or unavoidably lost, shall be
deemed to be produced equally on an acreage basis from the

several tracts of the unitized land, and for the purpose of
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determining any benefits that accrue on an acreage basis, each
such tract shall have allocated to it such percentage of said
production as its area bears to the entire unitized area. It

is hereby agreed that production of unitized substances from
the unitized area shall be allocated as provided herein, regard-
less of whether any wells are drilled on any particular tract

of said unitized area.

12. PAYMENT OF RENTALS, ROYALTIES AND OVERRIDING

ROYALTIES: All rentals due the State of New Mexico shall be
paid by the respective lease owners in accordance with the terms
of their leases.

All royalties due the State of New Mexico under the
terms of the leases committed to this agreement shall be computed
and paid on the basis of all unitized substances allocated to
the respective leases committed hereto; provided, however, the
State shall be entitled to take in kind its share of the unitized
substances allocated to the respective leases, and in such case
the unit operator shall make deliveries of such royalty oil in
accordance with the terms of the respective leases.

If the unit operator introduces gas obtained from
sources other than the unitized substances into any producing
formation for the purpose of repressuring, stimulating or in-
creasing the ultimate recovery of unitized substances therefrom,
a like amount of gas, if available, with due allowance for loss
or depletion from any cause, may be withdrawn from the formation
into which the gas was introduced, royalty free, as to dry gas

but not as to the products extracted therefrom; provided, that
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such withdrawal shall be at such time as may be provided in a
plan of operation consented to by the Commissioner and approved
by the 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.

If any lease committed hereto is now, or should here-
after be, burdened with an overriding royalty, payment out of
production or other charge in addition to the usual royalty, the
party creating such overriding royalty, payment out of production
or other charge shall bear and assume the same out of such party's
interest in or share of the unitized substances allocated to the
lands embraced in each such lease as provided herein.

13. LEASES AND CONTRACTS CONFORMED AND EXTENDED INSOFAR

AS THEY APPLY TO LANDS WITHIN THE UNITIZED AREA: The terms, condi-

tions and provisions of all leases, subleases, operating agreements
and other contracts relating to the exploration, drilling,develop-
ment or operation for oil or gas of the lands committed to this
agreement, shall as of the effective date hereof, be and the same
are hereby expressly modified and amended insofar as they apply

to lands within the unitized area to the extent necessary to make
the same conform to the provisions hereof and so that the respec-
tive terms of said leases and agreements will be extended insofar
as necessary to coincide with the term of this agreement and the
approval of this agreement by the Commissioner and the respective
lessors and lessees shall be effective to conform the provisions
and extend the term of each such lease as to lands within the
unitized area to the provisions and term of this agreement; but
otherwise to remain in full force and effect. Each lease committed

to this agreement, insofar as it applies to lands within the
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unitized area, shall continue in force beyond the term provided
therein so long as this agreement remains in effect provided
drilling operations upon the initial test well provided for

herein shall have been commenced or said well is in the process

of being drilled by the unit operator prior to the expiration

of the shortest term lease committed to this agreement. Termina-
tion of this agreement shall not affect any lease which pursuant
to the terms thereof or any applicable laws would continue in

full force and effect thereafter. The Commencement, completion,
continued operation or production of a well or wells for unitized
substances on the unit area shall be construed and considered

as the commencement, completion, continued operation or production
on each of the leasehold interests committed to this agreement

and operations or production pursuant to this agreement shall

be deemed to be operations upon and productien from each leasehold
interest committed hereto and there shell be no obligation on the
part of the unit operator or any of the owners of the respective
leasehold interests committed hereto to drill offsets to wells

as between the leasehold interests committed to this agreement,
except as may be provided in Section 9 hereof.

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 as to the portion
not committed and the terms of such leases shall apply separately
as to such segregated portions commencing as of the effective
date hereof. Notwithstanding any of the provisions of this

agreement to the contrary, any lease embracing lands of the
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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, if o0il
and gas, or either of them, are discovered and are capable of
being produced in paying 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 therein, the lease shall remain in full force and effect
so long as such operations are being diligently prosecuted, and

if they result in the production of o0il or gas, said lease shall
continue in full force and effect as to all of the lands embraced
therein, so long thereafter as oil and gas, or either of them, are
being produced in paying quantities from any portion of said lands.

14. 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 laws or regulations.
15. DRAINAGE: 1In the event a well or wells producing
0il or gas in paying quantities should be brought in on land
adjacent to the unit area and are draining unitized substances
from the lands embraced therein, unit operator shall drill such
offset well or wells as a reasonably prudent operator would
drill under the same or similar circumstances.

16. COVENANTS RUN WITH LAND: The covenants herein

shall be construed to be covenants running with the land with

respect to the interests of the parties hereto and their successors
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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 obligations hereunder by the grantee,
transferee or other successor in interest. No assignment or
transfer of any working, royalty or other interest subject
hereto shall be binding upon unit operator until the first day
of the calendar month after the unit operator is furnished with
the original, photostatic or certified copy of the recorded
instrument or transfer.

17. EFFECTIVE DATE AND TERM: This agreement shall

become effective upon approval by the Commissioner and shall
terminate in two years after such date unless (a) such date of
expiration is extended by the Commissioner, or (b) a valuable
discovery of unitized substances has been made on unitized

land during said initial term or any extension thereof, in which
case this agreement shall remain in effect so long as unitized
substances can be produced from the unitized land in paying
quantities, and, should production cease, so long thereafter

as diligent operations are in progress for the restoration of
production or discovery of new production and so long thereafter
as the unitized substances so discovered can be produced as
aforesaid. This agreement may be terminated at any time by

not less than seventy-five percent (75%) on an acreage basis of
the owners of the working interests signatory hereto with the
approval of the Commissioner. Likewise, the failure to comply
with the drilling requirements of Section 8 hereof may subject

this agreement to termination as provided in said section.
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18. RATE OF PRODUCTION: All production and the dis-

posal thereof shall be in conformity with allocations, allotments
and quotas made or fixed by the Commission and in conformity with
all applicable laws and lawful regulations.

19. 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 Commissioner

of Public Lands and the New Mexico 0il Conservation Commission,

and to appeal from orders issued under the regulations of the
Commissioner or Commission or to apply for relief from any of said
regulations or in any proceedings on its own behalf relative to
operations pending before the Commissioner or Commission; provided,
however, that any other interested party shall also have the right
at his own expense to appear and to participate in any such pro-
ceeding.

20. NOTICES: All notices, demands, or statements re-
quired hereunder to be given or rendered to the parties hereto
shall be deemed fully given, if given in writing and sent by
postpaid registered mail, addressed to such party or parties at
their respective addresses set forth in connection with the
signatures hereto or to the ratification or consent hereof or
to such other address as any such party may have furnished in

writing to the party sending the notice, demand or statement.

21 UNAVOIDABLE DELAY: All obligations under this
agreement requiring the unit operator to commence or continue
drilling or to operate on or produce unitized substances from
any of the lands covered by this agreement shall be suspended

while, but only so long as, the unit operator despite the

-16-



exercise of due care and diligence, is prevented from complying
with such obligations, in whole or in part, by strikes, war,

acts of God, Federal, State or municipal law or agencies, unavoid-
able accidents, uncontrollable delays in trans portation, inability
to obtain necessary materials in open market, or other matters
beyond the reasonable control of the unit operator whether similar
to matters herein enumerated or not.

22. LOSS OF TITLE: 1In the event title to any tract of

unitized land or substantial interest therein shall fail and the
true owner cannot be induced to join the unit agreement so that
such tract is not committed to this agreement or the operation
thereof hereunder becomes impracticable as a result thereof, such
tract may be eliminated from the unitized area. Any loss of title
shall be borne by the working interest owners as may be provided
in the unit operating agreement. In the event of a dispute as

to the title to any royalty, working or other interest subject
hereto, the unit operator may withhold payment or delivery of

the allocated portion of the unitized substances involved on
account thereof without liability for interest until the dispute
is finally settled, provided that no payments of funds due the
State of New Mexico shall be withheld. Unit operator as such

is relieved from any responsibility for any defect or failure

of any title hereunder.

23. SUBSEQUENT JOINDER: Any oil or gas interest in

lands within the unit area not committed hereto prior to the
submission of this agreement for final approval by the Commissioner
may be committed hereto by the owner or owners of such rights

subscribing or consenting to this agreement or executing a

-17-



ratification hereof, and if such owner is also a working interest
owner, by subscribing to the operating agreement providing for

the allocation of costs of exploration, development and operation;
provided, however, after operations are commenced hereunder, the
right of subsequent joinder, as provided in this section, by a
working interest owner is subject to such requirements or approvals,
if any, pertaining to such joinder, as may be provided for in the
unit operating agreement. A subsequent joinder shall be effective
as of the first day of the month following the filing with and
approval by the Commissioner of duly executed counterparts of

the instrument or instruments committing the interest of such
owner to this agreement, but such joining party or parties before
participating in any benefits hereunder shall be required to
assume and pay to unit operator their proportionate share of the
unit expense incurred prior to such party's or parties' joinder

in the unit agreement, and the unit operator shall make appro-
priate adjustments caused by such joinder, without any retroactive
adjustment of revenue.

24, COUNTERPARTS: This agreement may be executed in

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

above described unit area.
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IN WITNESS WHEREOF, the undersigned parties hereto

have caused this agreementto be executed as of the respective

dates set forth opposite their signatures.

ATTEST: AMERICAN TRADING AND PRODUCTION
CORPORATION
- " i
| By — ez
~Secretary N J T Vice rFrescdeat D
Date: S Address: P._ O Drawer 992
- ) s ‘ rd
s Midland, Texas 79701

Unit Operator

WORKING INTEREST OWNERS

Ry
ATTEST:- MARATHON OIL COMPANY o
. ‘ /% //’ APFROVED AS
By S rAecse L © ‘:Z/
Secretary- 1. G. BURRELL - DIVISION MANAGER ‘—,J,Kj“
) i ) o D e -
Date: ;. . .~ A7 757 Address: <o Ty L
o ‘ / /’ 4 ' "\\ .
/ DT il e e TS
. v
L,/‘

HUMBLE OIL & REFINING COMPANY

. g/ /)
By /ég‘,é' [?’&'3@,!/-&_
L 4 ~
Date:__ 7yiv 11, 1957 Agent and Attorney in Fact
APPROVED AS TO FORM
HINKLE, BUNDURANT Address: P.0. Box 1600, Midland, Texas |7
@7{;@5 - . e |
oV N Attention: Joint Interest Manager |
ATTEST: PHILLIB§ EETROgEUM COMPANY e
By A T
e relany. Fred Forward, Attorncy—-in-I:ct ) .
Address:  Box 91 T
Date: R LT S

Midland, Tewqy 79701

ATTEST: TEXAS CENTRAL OIL COMPANY
By
Secretary
Address:
Dare
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ATTEST: P SABINE >1 ORPORAZTON
ﬂv ‘ 7;:-« . ,(‘}":: a /

Secretary ,//

/’ e ’ ' AddTess j {' j - ’ .' R // / )

. . . ! -:'\ . z 7
Datc: v:‘ o , , v/ / p L ,,, '
e Loy LS LSO

STATE OF ZARYLAND )

Coly OF LTIM :
CoUNTy-OF DALTIMORE

SS

The foregoing instrument was acknowledged before me

this day of % . - 1967 by L. C. DUNBAR
Viee Cresident , of American Trading and Production
Corporation, a MARVLAND corporation, on behalf of said
corporation. ' ;
My Commission Expires: AR A
01 feeg

Notary Public

STATE OF 7o itma) )

) . : ss
COUNTY OF _Finig )
!The foregoing instrument was acknowledged before me
DVISON MANAGER { &f Marathon 0il Company, an Ohio corpora-

tion, on behalf of said corporation.

My Commission Expires: _ﬂ% ozﬂqz/ﬁyt»/

G=/=47 Notarz Public
LUTHER L INTON
Notary Puhlic in and for Harris County, Texas
T ission Expires June 1, 1569
STATE QF TEYAS ) My Commis P 5

. 88
COUNTY OF MIDLAND ) '

The foregoing instrument was acknowledged before me
this 11 day of  July 1967 by Bill R. Payme,
Loert, ard Attorney in Fact
of Humble 0il & Refining Company, a Delaware corporation, on
behaif of said corporation.

ya )
4Lw&£m//v

D

My Commission Expires: e
7

Joac 1, SGEG o Notary Public
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STATE OF  qovi- )

: ss
COUNTY OF -DLARD )
The foregoing instrument was acknowledged before me
this _ 7up  day of _ July 1967 by _ Fred Forwsrd,
Atternev-in-Fact of Phillips Petroleum Company, a Delaware
corporation, on behalf of said corporation.
My Commission Expires: 4,//zf/f»/,,,, RN

Notary Public -

STATE OF )
. SS
COUNTY OF )

The foregoing instrument was acknowledged before me
this day of 1967 by , .
of Texas Central 011 Company, a
corporation, on beéhalf of said corporation.

- 5

My Commission Expires:

Notary Public

My Commission Tuptics Juns 1, 1959

~ Notary Publlc, Ecior Tounty
STATE OF .. .

' - ) Mildreedd M. Daniel

: S8

COUNTY OF )

The foregoing instrument was acknowledoed before me
this - day of i 1967 by _ 11/ 0o
- ) 7 of Sabine Exploration Corporation, a

g - corporation, on behalf of said corporation.

My Commission Expires: YL ,5 L

Notary Pubilc

I

LO'S M. FOLLIS

Netery Public, in and for Hareis County, Toxss
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