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Mr. Kenneth x..c::;b& onv - | ST T
Texas Pecifie Co Company |
Port Worth 1, Texas

Dear ri-

With reference te Section 15" EFFECTIVE DATE AKD TERM,
of the above Unit Agrecment, rlease be advised that this Uhit
Agreenent 1 hereby terminated uffective Febraary 26, 1955,

| Ve eucloss harevith oepy of your letter to all
mmnmmmumzx. 1955 properly ex-
sauted stating the termination of $hiz Agreemant,

I:M\dunmminthoumm of thesge
interent ouners stating that this it is ddusclved we will
thank you te advise us, ‘ :

}{x},{,u'“ Very truly yours,

EL vl fes .

E. 8, VALXER '
GGH!SSION& OF PURLIC LANDS

o

) 01l Conpervation Commiwsion v

Santa Fe, Nev Mexioo

United States Geslogicsl Survey
Roswell, Rew Mexiee

RTT/
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PRODUCERS - REFINERS - MARKETERS OF PETROLEUM PRODUCTS

July 24, 1953

Mr. W. B, Macey
State Engineer
State Capitol Building

-
4

Dear Mr. Macey:

We return herswith the copy of the Unit Agreement
which you were k].nd enough to loan us sometime ago.

We regret the delay in retuming this to you, but
forgot to bring it last time I came to Santa Fe,

Thank you very much for the use of this J.nstr'u-
ment .

Very truly yours,
CITIES SERVICE OIL COMPANY

WMM

y:‘ 'Brmett Williams
District Landman

E¥f: les
Enclosure
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Gentlemen:

M. M, Slagle, Jr:LF:DW

CC:Wo A. Creswell
E., T Adair

GENERAL OFFICES
ForT WoRrTH 1

TExAS
April 13, 1953

!

[ APRL 51953

\BL.-J \._J [ ) U \\J LJ\-

Res Dry Lake Unit Agreement
Lea County, New Mexico

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

In compliance with Order No. R-280 dated February 27, 1953,
issued by the 0il Conservation Commission of the State of New Mexico,
- which approved the Agreement establishing the Dry Lake Unit in
Townships 13 and 14 South, Range 32 East, Lea County, New Mexico,
Texas Pacific Coal and 0il Company as Operator on March 19, 1953,
forwarded you an executed photostatic copy of the Dry Lake Unit
Agreement.

This Agreement has now been fully executed by &ll
members of the Unit and in order that the Commission may have in
its files an original executed copy of this Agreement we are
sending you herewith one such copye.

Yours very truly,

A

‘}“EQ"N!ON CQM\’HS’\E{M
YA FE, NF\\' Mdp_\

AR --’f':;"r \\ ‘["”
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Yarch 19, 1953 (\ﬁf} x i .
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Re: Dry Lake Unit Agreement
Lea County, New Mexico

0il Conservaﬁion Commission Hon. E. S. Walker
State of New Mexico Commissioner of Public Lands
Santa Fe, New Mexico . State of New Mexico

Santa Fe, New Mexico

Gentlemen:

Reference is made to Order No. R-280 dated
February 27, 1953, issued by the 0il Conservation Commission
of the State of New Mexico, approving the Agresment estab-
lishing the Dry Lake Unit in Townships 13 and 14 South,
Range 32 Fast, Lea County, New Mexico.

Section 4 of the above mentioned Order No. R-280
stipulates that the Unit Operator shall file with the
Commission an executed original or executed counterpart
thereof of the Dry Lake Unit Agreement not later than thirty
days after the effective date thereof.

This Agreement has been executed in counterparts
by all parties to the Unit; but due to the widely separated
offices of these parties, the original master copies are
still being circulated for execution. Since it does not
appear that such original master copies will be completely
executed in time to meet the Commission's deadline, we have
photostated all counterpart executions and ackaowledgments
and are herewith attaching a completely exscuted conformed
copy of the Dry Lake Unit Agreement as required by Order

. B-280, o
Ve 4 %/éé/

I

Melvin ¥. Slagle, Jr.:LF:DW




Lake Unit Agreement and shall hereafter be referred to as the "Project."

=

BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARI'NG

CALLED BY THE OIL CONSERVATION

COMMISSION OF THE STATE OF NEW

MEXICO FOR THE PURPOSE OF CONSIDER -

ING:
CASE NO, 473
ORDER No, R-280

THE APPLICATION OF TEXAS PACIFIC

COAL AND OIL COMPANY FOR APPROVAL
OF A PROPOSED UNIT AGREEMENT FOR .
THE DEVELOPMENT AND OPERATION OF
DRY LAKE UNIT AREA CONSISTING-OF-1280
ACRES SITUATED IN TOWNSHIPS 13 AND 14
SOUTH, RANGE 32 EAST, NMPM, LEA
COUNTY, NEW MEXICO,

ORDER OF THE COMMISSION

BY THE COMMISSION:

This matter came on for hearing at Santa Fe, New Mexico, at 9 o"clbck
" a. .m., February 17, 1953, before the Oil Conservation Commission of New
Mexico, hereinafter referred to as the "Commission',

NCW, on thisﬂ da;y of f‘ebruary, 1953, the Commission, having

before it for consideration the testimony adduced at the hearing of said case

and being fully advised in the premises,

FINDS:

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

(2} That the proposed unit plan will in principle tend to promote
the conservation of oil and gas and the prevention of waste,

IT IS THEREFORE ORDERED:

‘That the order herein shall be known as thes

DRY LAKE UNIT AGREEMENT ORDER

SECTION 1: (a) That the project herein shall be known as the Dry

(b) That the plan by which the Project shall be operated
shall be embraced in the form of a unit agreement for the development and
operation of the Dry Liake Unit Area referred to in the Petitioner's petition
and filed with said petition, and such plan shall be known as the Dry Lake
Unit Agreement Plan.,

SECTION 2; That the Dry Lake Unit Agreement shall be, and
hereby is approved in principle as a proper conservaticn measure; provided,
however, that notwithstanding any of the provisions contained in said unit
agreement, this approval of said agreement shall not be considered as waiving
or relinquishing in any manner aay rights, duties, or obligations which are
now or may hereafter b’ svested in the New Mexico Oii Conservation Com-
mission by law relative to the supervision and control of operations for
exploration and development of any lands committed to said Dry Liake Unit
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;Agreement or relative to the proddction of oil or gas therefrom;,

SECTION 3: (a) That the Unit Area shall be:

NEW MEXICO PRINCIPAL MERIDIAN

i Township 13 South, Range 32 East
‘ - Bection 33t All

Township 14 South, Range 32 East,
; . Section 4: All

Containing 1280 acres, more or less, all of which are-state lands.

(b) The Unit Area may be enlarged or contracted as
provided in said Plan,

SECTION 4: That the Unit Operator shall file with the Commission
an executed original or executed counterpart thereof of the Dry Lake Unit
Agreement not later than 30 days after the effective date thereof.

SECTION 5: That any party owning rights in the unitized substances
who does not cominit 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. The unit operator shall file w1th the Com-
mission within 30 days an or1g1nal or any such counterpart,

SECTION 6: That this order shall become effective upon approval
of the Commissioner of Puhlic Lands of the State of New Mexico and shall
terminate 1pso facto on the termination of said unit agreement. The last
unit-operator shall immediately notify the Comm1ssxon and the Commissioners
of Public Lands, in writing of such termlnatmn.

DONE at Santa Fe, New Mexico, on the day and year heremabove
designated. ]

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

EDWIN { MECHEM, Chairman

E, S, WALKER, Member

& &

R, R, SPU

e e et

R, Secretary

SEAL




BEFORE THE OIL CONSERVATION COMMISSION
OF THE-STATE OF NEW MEXICO

IN THE MATTER OF THE HE ARING
CALLED BY THE OIL CONSERVATION
COMMISSION OF THE STATE OF NEW
MEXICO FOR THE PURPOSE OF CONSIDER -
ING: :
CASE NO, 473
ORDER No. R-280

THE APPLICATION OF TEXAS PACIFIC
COAL AND OIL COMPANY FOR APPROVAL
OF A PROPOSED UNIT AGREEMENT FOR
THE DEVELOPMENT AND OPERATION OF
DRY LAKE UNIT AREA CONSISTING OF 1280
ACRES SITUATED IN TOWNSHIPS 13 AND 14
SOUTH, RANGE 32 EAST, NMPM, LEA
COUNTY, NEW MEXICO,

ORDER OF THE COMMISSION

BY THE COMMISSION:

mmvns e

This matter came on for hearing at Santa Fe, New Mexico, at 9 o'clock
@y .mi. , February 17, 1953, before the Oil Conservation Comsmission of New
Mexico, hereinafter referred to as the "Commission.

NOW, on this:2 7% day of February, 1953, the Commission, having
before {t for consideration the testimony adduced at the hearing of said case
and being fully advised in the premises,

FINDS:

(1) That Gue public notice having been given as required by 1oy,
the Comminio has jurisdiction of thiz cause and the subject matter thereof,

(2) That the proposed unit plan will in principie tend to promote
the conservation of oil and gas and the prevention f ste.

IT 1S THEREFORE ORDERED:

That the order herein shall be known as the:

DRY LAKE UNIT AGREEMENT ORDER

SECTION 1: (a) That the project herein shall be known as the Dry
Lake UniE Agreement and shall hereafter be referred to as the "Project."

{5} That the plan by which the Project shall be oparated
shall be embraced in the form of a unit agreement for the development and
operation of the Dry Lake Unit Area referred to in the Petitioner's petition
and filed with said petition, and such plan ahall be known as the Dry Lake
Unit Agreement Plan.

SECTION 2: That the Dry Liake Unit Agreement shall be, and
hereby i appraved in principle as a proper conservation measure; provided,
however, that notwithstanding any of the provisions contained in said unit
agreement, this approval of said agreement shall not be considered as waiving
or relinquishing in any manner any righis, duiles, or obligations which are
now o7 may hereafter be vested ln the New Mexico Oil Conservation Com-
mission by law relative to the supervision and control of operations for
exploration and development of any lands committed to sald Dry Lake Unit




2. PRI
Case No., 473
Qrder No, R-280

Agreement or relaiive to the production of oll or gas therefrom.

SECTION 3: (a) That the Unit Area shall be:

NEW MEXICO PRINCIPAL MERIDIAN

Township 13 South, Range 32 East
Q.n“en 1" Al -

Township 14 South, Range 32 East,
Sectlon 4: ALl

Containing 1280 acres, more or less, all of which are state lands,

(v) The Unit Area may be enlarged or contracted as
provideg in said Plan. '

SECTION 4: That the Unit Operator shall file with the Commission
an exscuted original or executed counterpart thereof of the Dry Lake Unit
Aguomont not later than 30 days after the effective date thereof

SECTION 5: That any party owning rights in the unitized substanees
who does not commit such rights to said Unit Agreement before the effective
dute thereof may thereafter become a party thereto by subscribing to such
agreement or counterpart thereof. The unit operator shall file with the Com-
mission within 30 days an original or any such counterpart.

SECTION 6: That this order shall become effective upon approval
of the Commissioner of Puhlic L.ands of the State of New Mexico and shall
terminate ipso factoon the termination of said unit agreement. The last
unit operator shall immediately notify the Commission, and the Commissionsr
of Public Liands, in writing of such termination,

DONE at Santa Fe, New Mexico, on the day 2id year hereinabove
designated. '

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

EDWIN L. MECHEM, Chairman

E. 8. WALKER, Member

R. R, SPURRIER, Secretary

SEAL
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;TEXAS PACIFIC COALAND DIL: COMPAN

GENERAL OFFICES

Yg?*‘
ForT WorTH 1

January 2, 1952
Conter Bl

Re: Dry Lake Unit Area
Lea County, New Mexico

New Mexico Q0il Conservation Commission
Santa Fe, New Mexico

Gentlemens

Enclosed herewith you will please find in triplicate
application for approval and request for hearing covering the
Dry lake Unit area in lLea County, New Mexico. Attached to this
application you will find & copy of the unit agreement and a
copy of the operating agreement covering this area.

We respectfully request that a public hearing be held
as soon as practicable on the matter of the approval of this unit
agreement as provided by the Statutes of the State of New Mexico
and the regulations of the New Msxice Uil Conservation Commission.

Thanking you for your consideration in this matter, we

S

M. M. 83.8810, Jr:JH

EX :

Encse.

CC:cho Eo Se H&lker
Commissioner of Public Lands
State Land Office
Sanva Fe, New Mexico

-M""’“\
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, ‘BEFORE THE
"OIL CONSERVATION COMMISSION
SANTA FE, NEW MEXICO

TRANSCRIPT OF HEARING
CASE NO. 473

~.!_.

February 17, 1953

E.E. GREESON
ADA DEARNLEY
COURT ReEPoQTERS
NOX 1202
PHONES 5-9422 AND $-9545

ALBUQUERGUE, NEW MEXICO
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BEFORE THE
OIL CONSERVATION COMMISSION
SANTA FE, NEW MEXIGO

February 17, 1953

In the Matter of:

Application of Texas Pacific¢ Coal and Oil

Company for approval of Dry Lake Unit No. 473
Area embracing 1280 acres of land in Lea

County, New Mexico (Townships 13 and 14 S,

Range 32 B).

TRANSCRIPT OF HEARING

(Notice of Publication read by MR. GRAHAM.)
CLARENCE Gs BAILEJX

HAVING BEEN FIRST DULY SWORN, testified as follows:
DIRECT EXAMINATION

By MR. JACK CAMPBELL:

Q Will you state your name, please?
Clarence G. Bailey.
By whom are you employed, Mr. Bailey?
Texas Pacific Coal and O0il Company.

Where? A Midland, Texas

- In what capacity?

O O > oo >

Division Geologist for West Texas and New Mexico.

Q In your capacity as division geologist for the Texas

Pacific Coal and Cil Company, are you acquainted with the appli-
cation of that company for approval of a unit agreement to be -

known as the Dry Lake Unit Agreement?

ADA DEARNLEY & ASSOCIATES
COURT REPORTERS

ROOM 105-106. EL CORTEZ BLOG.
PHONES 7-?635 AND 5.9546
ALBUQUERQUE, NEW MEXICO
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A I am.
Q That Unit agreement covers, does it not, 1280 acres in Lea
County, Township 13 South, Range 32 East, Section 33 and Township

ast, Section 47

~(Marked‘Exhibits 1 and 2.)

Q I believe it is 6orrect that all»the.laﬁd embraced in this
unit, the two sections, are state land? |

A That is correct, yes.

Q I hand you what has been marked as Exhbits No. 1 and—2.
State what those are. v

A Exhibit No. 1 is the operating agreement for the Dry Lake
Ynit in the location and Exhibit 2 is the Unit Agreement for the
operation of the Dry Lake Unit,

Q Referring to Exhibit A, which is attached to Exhibit No.
2 in this casé, will you state to the Commission what that is?

A Exhibit A of the Unit Agreement is a map showing the
leaseholders in Sections 33, 13 South, 32 East, and Sectioh‘h,
14 South, 32 East, comprising the Dry Lake Unit.

Q Have all of the working interests, owners, in thése two
sections joined in this unit?

A They have.

Q Referring to Exhibit C, to Exhibit No. 2 in this case,

o what that ia? |

A Exhibit C is an approximate representation of the seis—

matic contoﬁr, the horizon and the lower pay. The original shoot

ing was done in the function of time and this is what we believe

ADA DEARNLEY & ASSOCIATES

COURY REPORTERS
ROCM 105.106. EL CORTEZ BLDG.
PHONES 7-964%5 AND 3.9546
ALBUQUERQUE. NEW MEXICO

-2-
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interpretation that is shown on Exhibit C, was performed under

is ‘a reasonable interpretation in distance and feet.

Q@ In your capacity as geologist, this seismic work and the

your supervision, was it not?

A Not under my direct supervision, but under the supervision
of our seismograph department.

Q You are acquainted with the mefhod‘by which the interpre-
tationwwas'arrived at?

A I am, and have examined the records.

Q In your opinion, is this a reasonable jnterpretation of thy
geophysical picture?

A It is.

Q Does the unit agreement providevfor an extension of the
boﬁndafies of the unit in the event jt is considered advisable
by deielopment? | |
A It does.

Q It is correct that the unit agreement obligates the Texas
Pacific Coal and 0il Company -~to commence a well within 60 days
after the approval of the unit? ‘

A That is correct.

MR. CAMPBELL: We would 1ike to offer the unit agreement
and operating agreement in evidence. I might say to the Commis-
sion that there has been a slight change in the unit agreement
from the oné submitted with the application. The Exhibit offered
in evidence should be consideréd the present proposed unit agree-
meﬁf.

I think that is all.

W

ADA DEARNLEY & ASSOCIATES

COURY REPORTERS
ROOM 105-106. EL CORTEZ 8LDG.
PHONES 7-9645 AND %5.9546
ALBUQUERQUE., NEW MEXICO
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Commission, which of course is required.

" a true and correct record of the same toc the best of my knowledgi,

MR. SPURRIER: Any questions of this witness?
MR. GRAHAM: Have you clearéd this matter with the Comnis-
sioner of Public Lands? '

MR. CAMPBELL: It will be submitted upon approval by the

MR. SPURRIER: ’Any'otherAQuestidns?-'Any'further comment 8
in this case? If not, we will take the case under advisement

and go on to case 47h.

STATE OF NEW MEXICO )
GOUNTY OF BERNALILLO )

I HEREBY CERTIFY that the foregoing and attached transcript
of hearing in Case No. 473, before the 0il Conservation Commis-

sibn, State of New Mexico, at Santa Fe on February 17, 1953, is

skill and ability. o
DATED at Albuquerque, New Mexico this 24th day of February,
1953, :

"::Z&:E REPORTER 7

ADA DEARNLEY & ASSOCIATES
COURT REFORTERS -

ROOM 105-106, EL COATEZ BLDG.
PHONES 7-9645 AND 5.9546
© ALBUQUERQUE, NEW MEXICO

-l -



E. E. GREESON
ADA DEARNLEY
COURT REPORYTERS
sOX 203
PHONES 5-9422 AND 5-9546

ALBUQUERDUE, NEW MEXICD
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UNIT AGREEMENT ‘
FOR THE DEVELOPMENT AND OPERATION L
OF THE DRY LAKE UNIT AREA A
- LRA COUNTY,  NEW MEXTCO SR
THIS AGREEMENT, entered into as of the 2nd day of
January, 1953, by and béiween the parties subscribing, ratify-

ing, or consenting hereto, and herein referred to as the

“parties heretoffy '
"WITNESSET H:

WHEREAé,iihe parties hereto are the owners of working,
- royalty or other oil or gas interests in the unit area subject
to this agreement; and / _
WHEREAS, the Commissioner of Public4Lands of the State
‘of New Mexico (hereinafter referred to as the "Commissioner®)
is asuthorized by Acts of the Legislature (Chap. 88, Laws 1943,
as amended by Chap. 162, Laws 1951} to consent to and approve
the development or operation of State Lands under agreements
madé by lessees of State Lands Jjointly or severally with other
lessees where such agreements provide for the unituoperation
or development of part of or all of any oil 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 author-
ized by Act of the Legislature (Chap. 72, Laws 1935) to approve
this agreement aﬁd the conservation provisions hereof; and

WHEREAS, the parties heretobown.the entire working in-
terest in the Dry Lake Unit Area covering thé land hereinafter
described, and therefore have effective control of operations
therein; and

WHEREAS, it is the purpose of the parties hergto to
conserve natural resources, prevent waste, and secure other
benefits obtainable through development and operation of the
area subject to this agreement under the terms, conditions and
limitatioﬁs herein set forth.
» NOW, THEREFORE, in consideration of the premiseé and
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:
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1. UNIT AREA. The following described land is heceby
designated and recognized as constituting the unit area
Section 33 in Township 13 South, Range
32 East, and Section 4 in Township 14
South, Range 32 East, Lea County, New
Mexico, containing 1280 acres, more or
leoS-
"Exhibit “A- attached hereto is a map showing the unit
area and the boundaries and identity of tracts and leases in
said area. ‘Exhibit ¥Bf attached hereto is a schedule showing

the acreage, percentage, and kind of ownership of the o0il and

-gas . Jnferests in all land in the unlt area. However, nothlng

- herein or in said schedule or map shall be construed as a rep-

resentation by any party hereto as to the ownership of any
interest other than such inierest or interests as are shown in
said map or schedule as owned by such party. If and whenever
the unit area is expanded by the procedure hereinafter set out,
Exhibits ¥A" and "B“ shall be revised by the unit operator to
conform with said expansion.

The above“described onit area shall when practicable
be expanded to include therein 'any additional tract or tracts
regarded as reasonably necessary or advisable for the purposes
of this agreement. Such expansion shall be effected in the
following manner:

(a) Unit Operator, on its own motion or on demand of
che Commissioner or of any of the parties hereto owning, in the
aggregate, 50% of the oil and gas leasehold estate in and to the
unit area, shall prepare a notice of proposed expansion describ-
ing -the contemplated changes in the boundaries of the unit area,
the reasons therefor, and the nropnsed effective date thereof.

(b) Said notice shall be delivered to the Commissioner
and copies thereof mailed to the last known address of each
worklmglnterest owner, lessee, and lessor who have interests in
the unlt area, advising that 30 days will be allowed for‘;ubmls-
sion 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 Com-
missioner evidence of mailing of the notice of expansion and a
copy of any objections thereto which have been filed with tPe

Unit Operator,
-2
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(d) After due consideration of all pertinent information,
the expansion shall become effective as of the date prescribed

in the notice thereof if and after (1) the same shall havé been
approved by the Commissiéner and (2) the owner of each leasehold
which has been added to the unit by reason of said expansion

shall have executed the within and foregoing unit agreement and

a counterpart of the operating agreement covering said ﬁnit area,
and shall have reimbursed’each of the parties hereto on a mutually

agreeable basis, for such ownerts préoportionate share of all costs

and expenses theretofore incurred in developing and operating the

unit areag provided however, that, except by mutual consent of
all parties hereto, no such expansion of the unit area shall be
approved unless (1) each lease or interest therein which is pro-
posed to be added to the unit area shall have been proVed by
actual drilling to be productive of oil or gas in commercial
quantities; and (2) such expansion is approved by the owners of
at least 90% of the oil and gas leasehold interest in and to the
unit area on a surface acreage basis. ‘

All land committed to this agreement shall constitute
land referred to herein as %unit area®, "unitized land® or
“land subject to this agreement®,.

2, UNITIZED SUBSTANCES. All oil and gas in any and
all formations of the unitized land are unitized under the terms
of this agreement and herein are called “funitized substances®,

3. UNIT OPERATOR. Texas Pacific Coal and 0il Company, a
corporation, is hereby designated as Unit Operator and by signa—-
ture hereto commits to this agreement all interests in unitized
substances vested in it as set forth in Exhibit ¥“B%, and agrees
and consents to accept the duties and obligations of Unit Opera-’
tor for the discoéery, development, and production of unitized
substances as herein provided. Whenever reference is made herein
to the Unit Operator, such reference means the Unit Operator act-
ing in that capacity and not as an 6wner of interests in unitized
substances, and the term "erking interest owner® when used here-

waTiA 1h

in shall include or refer to Unit Operator as the owner of a

working interest when such an interest is owned by it.
L. RESIGNATION OR REMOVAL COF UNIT OPERATOR. Unit

Operator shall have the right to resign at any time provided

~3e
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responéibilities py the retiring Unit Operator.

a successor Unit Operator'hasbeen selected and approved and
nas agreed to accept the duties>and responsxbilities of the Unit

Operator effective upon the relinquishment of such duties and

The resignation

of the Unit Operator shall not releas® the Unit Operator from

any 1iability or any default by it hereunder occurring prior to

Unit Operator may,

formance of its duties oY oblivations hereunder,

the effective date of its resignation.

upon default or failure in the per-

be subject TO

removal oYy the same percentage vote of the owners of working

interests determined in like

selection of 2 new Unit Operator.

manner as herein provided for the

Such removal shall be affec-

+ive upon notice thereof to the Commissioner.

o rrron 2w A Y

e AT

! undere.

removal of any material,

inabove Ppro ded,

I ; provided that, if a ma j
: working interests qua
this agreement,

parties,

" to sclect a nev operators.

this agreement shall not terminate his right,

: substances, but upon the resig

becoming effective, such Un

5. SUCCESSOR UNIT OPERATOR.

ror shall_resign as Unit Operator or shall pe removed as here-

75 per cent of the total working interest,

The resignation or removal of the Unit Operator under

title or jnterest

' as the owner of a working intereét or other interest in unitized

nation or removal of Unit Operator

it Operator shall deliver possession

3 of all equipment, materials and appurtenances used in conduct-

- ing the unit opexations‘and owned by the working interest
owners to the new duly qualified successor Unit Operator oF to E
the owners ghereof if no such new Unit Operator 1s elected, |
to be used for the purpose of conducting unit operations here-

Nothing herein shall be construed as aunthorizing

equipment and appurtenances needed

for the preservation of any wells.

yhenever the Unit Opera-

the owners of the working interests according
go theilr respective acrcage interests in a1l unitized lana
% shall by majority vote seclect a successor Unit Operator;
ority but less than 75 per cent of the
ed to vote are owned by one party to
a concurring vote of sufficient additional

so as to constitute in the aggregate not less than

shall be required

Such selection shall not become

|
offective until (a) a Unit Operator SO selected shall accept “J

-l -
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in writing the duties and responsibilities of Unit Operator,

and (b) the selectisn shall have been,apprcved”by the Commis-
sioner. If no successor Unit Operator is selected and qﬁéiifiéd
as herein provided, the Commissioner at his election may declare
this unit agreement terminated.

6. ACCOUNTING PROVISIONS. The Unit Operator shall pay
in the first instance all costs and expenses incurred in con-
ducting unit operations hereunder, and such costs and expenses
so paid by the Unit Operator éhall be apportiqned among and
borne by the owners of working interests and the Unit Operator
reimbursed in acéordance with the operating agreement hereto-
fore entered into by and between the Unit Operator and the
owners of working interesté, )

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 of
the unitized substances are hereby delegated'to and shall be
exercised by the Unit Operator as herein provided. Acceptable
evidence of title to said rights shall be deposited with said
Unit Operator and, tbgether with this agreement, shall consti-
tute 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 agree-b

ment, it being understood that under this agreement the Unit

Operator, in its capacity as Unit Operator,; shall exercise

the rights of possessicn and use vested in the parties hereto

only for the purposes herein specified.

8. DRILLING TO DISCOVERY. Within 60 days after the
effective date hereof the Unit Operator shall, unless it has
alreédy done so, commence operatiéns upon a test well‘foruail
and gas at a location in the approximate center of the South-
west Quartef of the Southeast Quarter (SW/4 SE/L) of Section
33, Township 13 Soutﬁ, Range 32 East, Lea County, New Mexico,

and shall prosecute the drilling thereof with due diligence




to test the Devonian formation expected to be encountered at

the approximate depth of 13,200 feet unless at a lesser depth

unitized substances shall be discovered which can be produced

in paying quantities or unless some formation or condition is
encountered -at a lesser depth which would, in the judgment of
the parties hereto owning at least 75 per cent of the working
interest in the unit area, make further drilling inadvisable
or impracticable.

Any well commenced or completed prior to the effective
date of this agreement upon the unit area and drilled to the
depth provided herein for the drilling of said test well shall
be considered as complying with the drilling reqﬁirements here-
of . Upen failure to comply with the drilling provisions of
this section, the Commissioner may, after reasonable notice to
thevUnit Operator and each working interest owner at their last
known addresses, declare this unit agreement terminated.

9. PARTICIPATION AND ALLOCATION AFTER DISCOVERY. Upon

L P

COompLetTio

3

[t

1 of a well capable of producing unitized substances

in paying Quantiéies, the owners of working interests sﬁall
participate in the production therefrom and in all other pro-
ducing wells which may be drilled pursuant hereto in the pro-
portions that their respective leasehold interests on an acreage
basis bears to the total number of acres committed to the unit
agreement, and such unitized substances shall be deemed to have
been produced from each of the oil and gas leases committed to
this agreement; and without limiting the legal effect of the
production of such unitized substances under the provisions

of Chap. 88, Laws 1943, as amended by Chap. 162, Laws 1951,

“production from a unit well located on 2 leaze committed to

this agreement shall be considered as production from that
portioni of the acreage covered by such lease lying outside the
unit area as well as that portion of such acreage included
within the unit:; and for the purpose ofideterm‘ﬁing any hene-
fits accruing under this agreement and the distribution of the
royalty payable to the State of New Mexico each separate lease

shall have allocated to it such percentage of said production

6
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as the numbervof acres in each lease included within the unit

bears to the total number of acres committed hereto.
Notwithstanding any provision contained herein to the

contrary, each working interest owner shall have the right

and priGilege,upon the payment or securing the payment of the

r@yalty interest thereon, of receiving in kind or of separately

disposing of its proportionate share of the gas and oil saved

from the unit area; provided, however, that in the event of

_ the failure or neglect of a non-operator to exercise the right

énd privilege of feceiving in kind or ofrsgparately disposing
of its proportionate share of éaid production, Operator shall
during such time as such party elects not to receive in kind
or td sell and dispose of its proportionate share of production,
have the right to purchase any such 0il or gas for its own ac-
count at ndt less than the prevailing market price: or Operator:
may sell the same to others, in which event each of the part&es
hereto shall be entitled to receive payment direct for its share
of fhe proceeds of all oil and gas so sold. In the event of
such sale, each of the parties shall execute proper division
ordersvor contracts of sale, and in such event as to any pro-~
posed contract of sale requiring delivéry for a period in
excess of that usually demanded by a purchaser of production
of like grade and gquantity in the area or in excess of one (1)
year, the céhtract must bé épprdved or accepted by the other
party or parties. Any extra expenditure incurred by reason of
the delivery of such proportionate part of the production to
any party shall be borne by such party.

10. ROYALTY AMND RENTAL PAYMENT. A1l 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 com-
mitted 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 Operatbr
shall_make deliveries of such royalty oil in accordance with

the terms of the respective leases,




If Unit Operator introduces gas obtained from.sources

other than the unitized substances into any producing forma-
tion for the purpose of repressuring, stimulating or increasing
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,
such withdrawal shall be at such time as may be pro&ided in a
plan of operationé 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.

All rentals due-the State of New México shall be paid
by the respebtive lease owners inléccordance with the terms of
their leases. |

11. COi;SERVATION. Operations hereunder and production
of unitized substances shall be conducted to provide for the
most economical and efficient recovery of said substances with-
out waste, as defined by or pursuant to State laws or regulations.

12, DRAINAGE. The Unit Operator shall take such approp-
riate and adequate measures consistent with those of a reasonably
prudent operator to protect the unitized lands from drainage
from wells on lands adjacent thereto. |

13. LEASES AND CONTRACTS CONFORMED AND EXTENDED. The
terms, conditions and provisions of all leases, subleases, oper-
ating agreements and other contracts relating to the exploration,
drilling, development or operation for oil or gas of the lands
committed to this agreement shall, upon approval hereof by the
Commissioner, be, and the same are hereby expressly modified
and amended to the extent necessary to make the same conform
to the provisions herebf, and so that the length of the seccondary
term aé to such lands will be extendéd, insofar as necessary,
to coincide with the term of this agreement but otherwise to
remain in fuli force and effect in accordance with the provisions

thereof, Fach lease committed to this agreement shall continue
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in force beyond the term provided therein so long as this agree-

ment 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 expirationlof the shortest term leasé;
committed tg this agreement, Termination of this agreement
éhall nbt afféét any lease which pursuant to the terms thereof
or any applicable law shall continue in full force and effect
thereafter,

14, 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 succes-

sors in interest until this agreement terminates, and any grant, -

B

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 here-
to shall be binding upon Unit Operator until the first day of

the calendar month after Unit Operator is furnished with the

transfer.

15. EFFECTIVE DATE: AND TERM. This agreement shall become

effective (1) upon execution of this agreement, prior to March

»f | original, photostatic or certified copy of the instrument of ?7 -

i l,»l953, by working interest owners in the Unit Area owning 90%

of the working interest therein on an acreage basis, and (2)

upon approval by the Commissioner, and shall terminate‘in two.

years after such date unless (a) such date of expiration is ex-

tended by the Commissioner, (b) or deveiopment operations are

then being conducted on lands comprising the unit éfea, or (c)

a 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 sub-
stances can be broduced from the unitized land in paying quanti-
ties, 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

o ‘ -9-
;i ~




unitized substances so discovered can be produced as aforesaid.

This agreement may be terminated at any time after the two year

period or any exteﬁsions'thereof, by not less than 75 per cent
on an acreage basis of the owners of the working interests signa-
tory hereto with the approval of the Commissioner: provided (1)
production of unitized‘sqbstances in commercial quantities has
not been obtained from the unit area, or, having been obtained,
has ceased; and (2) development ‘operations afe not then being
conducted., | |

16. RATE OF PRODUCTION. All production and the disposal

thereof shall be in conformity with allocations, allotments and

(quotés made or fixed by the Commission and in conformity with

all applicable laws and lawful regulations.
17. APPEARANCES. Unit Operator shall, after notice to
other parties affected, have the right to appear for and on behalf
of any and all interests affectedyhereby 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 relative to operations?

L] - --(‘ a a 3 » ) Lo »
pending before the Commissioner or Commissioni provided, however,

 that any other interested party shall also have the right at his

own expense tc appear and to participate in any such proceeding.
l8.v NOTICES. All notices that are reqdired or author-
ized 'to be given hereunder except as otherwise épecifically
provided for herein,'shall be given in writing by United States
mail or Western Union'telegram, postage or charges prepaid, and

addressed to the party to whom such notice is given as follows:

Texas Pacific Coal and 0il Company Champlin Refining Company

P. 0. Bex 2110 Enid, Oklahoma

Fort Worth, Texas

Phillips Petroleum Company Thomas 'N. Dant

c/o Land Department P. 0. Box 627

Bartlesv1lle, Oklahoma Santa Fe, New Mexico
BRAY oM

Southern Petroleum Exploration, Inc. Bepden Wilbur

P. 0. Box 1017 P. 0. Box 627

Roswell, New Mexico Santa Fe, New Mexico

Seaboard 0il Company of Delaware » FrankFRand,3R

Continental Building ~ P. 0. Box 627

Dallas, Texas : Santa Fe, New Mexico

«10-
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‘agreement requiring the Unit Operator to commence or continue i

Wilson Oil Company
P. 0. Box 627
Santa Fe, New Mexico

Frances P. Bolton, dba Wyoming Qil Company

PO Box—627 DAVIS HlLL R¢aD

Santa-Foy—New-Mexico weston, cowy,
The ﬁriginating notice to be given_undgr any provision hereof
sﬁall be deemed given when received by the party to whom such
notice is directed, and the time for such party to give any
response thereto shall run from the date the originating
notice is received. Thé second or any subsequent notice shall
be deemed given when deposited in the United States Post Office
or with Western Unibn Telegraph Company, with postage or

charges prepaid.

19. UNAVOIDABLE DELAY. All obligations under this

drilling or to operate on or produce unitized substances from
any of the lanés covered by this agreement shall bhe suspended
while, but only so long as, the Unit Operator despite the
exercise of due care and diligence is prevented from complying
with such obligations, in whole or in part, by strikes, war,
acts of God, Federal, State, or municipal law or agencies,
unavoidable accidents, uncontrollable delays in transportation,
inability to obtain necessary materials in open market, or

other matters beyond the reasonable control of the Unit Opera-

tor whether similar to matters herein enumerated or not.

20, LOSS OF TITLE. In the event title to any tract
or unitized land or substantial interest therein shall fail

and the true owner cannot be induced to join the unit agreement

s¢ that guch tract ig not committed to this agresment or the

operation thereof hereunder becomes impracticable as a result

thereof, such tract may be eliminated from the unitized ‘area.

_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

-11-




shall be withheld. Unit Operator as such is relieved from any
responsibility for any defect or failure of any title hereunder.

21. SUBSEQUENT JOINDER. Any oil or gas interest in
lands within the unit area not committed hereto prior to ths
submission of this agreement for final approval either by the
Commission or Commissioner may be committed hereto by the
owner or owrers of such rights subscribing or conseﬁting to
ﬁhis agreementAor executing a ratification thereof, and if.
such owner is also a working interest owner, by subscribing
to any operating agreement affecting the allocation of costs
of exploration, development and operation. After operations
are commenced hereunder, the right of subsequant joinder by a
Gorking interest owner shall be subject to all of the require-~
ments of any applicable operating agreement between the working
interest owners relative to the allocation of costs of explor-
ation, development and operation. A subsequent joinder shall
be effective as of the first day of the month folloﬁing the
filing with the Commissioner and the Commission of duly exe-
cuted counterparts of the instrument or instruments committing
the interest of such ouwner to this agreement.

272, EXISTING OPZRATING AGREEMENT. In the event of any
inconsistency ér conflict between this unit agreement and the
contemporaneous operating agreement entered into by and between
the Unit Operator and the owners of working interests, this
unit agreement, to that extent only, shall prevail.

23. COUNTERPARTS. This agreement may be executed in
any number of countéerparts no one of whi~h needs to be executed
by all parties or may be ratified or céé:%pted to by separate
instrument in writing specifically referfihg hereto and shall
bekbinding 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
doéument, and regardless of whether or not it is executed by
all other parties owning or claiming an interest in thevlands

within the above described unit area.

-12-
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DESCRIPTION

EXHIBIT *B¥

SCHEDULE SHOWING.
OF ACREAGE AND' OWNERSHIP OF

LEASES ON ALL LANDS

INCLUDED IN THE DRY LAKE UNIT AGREEMENT
LEA COUNTY, NEW MEXICO

LEASE NO. AND

TRACT NO.OF EXPIRATION DATE
NO. DESCRIPTION ACRES OF LEASE ‘ LAND OWNER _RECORD OWNER OF LEASE
1 NW, Sec. 33 160 B-10978 State of New Mexice Phillips Petrolsum Company
T-13-S, R-32-E 2-10-54 ;
2 N2/NEL Sec. 33 80  E-L73# State of New Mexico Phillips Petroleum Company
T-13-S, R-32-E §-10-55
3 Lots 1, 2; Sec. 4 80 ° B-10555# State of New Mexico Phillips Petroleum Company
T-14~3, R-32-E 8-10-53 ,
L SEL/SEL Sec. 4 LO  B-10555# State of New Mexico mWMHHMwm Petroleum Company
T~14-5, R~32-E 8-10-53 _
5 N2/SEl, S2/NEL Sec. 4, 160 B-10555#1, State of New Mexico” Southern Petroleum Exploration, Inc.
T-14-$, R=32-E 8-10~53
: 6 S2 Sec. 33 320 B-10746#1 , State of New Mexiso Wilson 0il Company, Thomas .
, T-13-3, R-32-E 11-10-53 BraynNErydon. Wilbur, mwmswnmmwamx.msa_ _
Frances P.Bolton, 'dba Wyoming 0il ooava%“
7 SW/L SE/L Sec. L 40  E-5445 State of New Mexico Champlin Refining Company
T-14-S&, R-32-E 8-10-61
8 S2/NEL Sec. 33 80  B-11262#41 State of New Mexico Seaboard 0il Company of Delaware
T-13-8, R-32-E 6-10-54 | | |
9 Lot 3,4; S2/NWL Sec.h 160 E-6193 - State of New Mexico Texas Pacific Coal and 0il Company
T-14-8, R-32-E 5-9-62 - ,
10 SWL Sec. 4 160 E-6261 State of New Mexico Texas Pacific Coal and Qil Company
T~14-S, R-32-E 6-9-62
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CERTIFICATE OF APPROVAL
BY COMMISSIONER OF PUBLIC LANDS, STATE OF NEW MEXICO,
OF UNYT AGREEMENT FOR DEVELOPMENT AND OFERATION OF
DRY LAKE UNIT AREA, LEA COUNTY, NEW MEXICO

There having been presented to the undersigned Commls—
sioner of Public Lands of ithe State of New Mexico for examina-
tion, the attached agreeFC&t for the development and operation
of the Dry Lake Unit Area, Lea County, New Mexico, dated as of
the 2nd day of January, 1953, in which Texas Pacific Coal and
0il Company is designated as Unit Operator and which has been
executed by all partieés owning and holding oil and gas leases
embra01ng lands within the unit area and upon examination of
said agreement, the Comm1331oner finds:

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

(b) That under the operations proposed, the State
will receive its fair share of the recoverable
0il or gas in place under its land in the area
affected;

(c) That the agreement is in other respects for the
~ best interest of the State;

(d) That the Agreement provides for the unit oper-

. ation of the area, for the allocation of
production, and the sharing of proceeds from
a part of the area covered by the agreement
“on an acreage basis as snec111ed in the
Aagreement. ‘

el NOW THEREFORE by virtue of the authority conferred

.fupon nie- by Chap.‘88 of the Laws of the State of New Mexico

1943, ‘as amended by Chap. 162 of the Laws of New Mexico, -1951,
1, the under51gned ‘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 sald Agreement and all leases embracing lands
in--the-State of New Mexico committed to said Unit Agreement
shall be and the same are hereby amended to conform with the

terms thereof, and shall remain 3n full force and effect

according to the terms and cond@tlons of said Agreement.  This

-approval is subject to all of ¥he provisions of the aforesaid-

Chap. €8 of the Laws of the Stdte of New Mexico 1943, as amended
by Chap. 162 of the Laws of the State of New Mexico 1951.

IN WITNESS WHEREOF, this Certlflcate of Approval is
iggguted with seal afflxed this 26  day of ?5&&)}42\/ ’

M5 ) ES. NS EL
Commissicner of Public Lands
of the State .of New Mexico
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QEERATING AGREEMENT

o as of the
cific Coal

s referred

THIS AGREEMENT made and entered int

January, 1953, by &
vation, her

nd between Texas Pa

ond day of
einafter sometime

and 01l Company: a

~AVTY
VA o

d Phillips Petroleu

rrorabion,

m Company, & CO%F
vion, Southern

Wilson 031l Company,

w
to as “Operator“, an
glaware, 2 corpora

Seaboard 0il Company of D

a corporation,

ploration, IncCs.,
a corporation,

Petroleum BEx
a corporation, Champlin Refining Company’s
Bolton, dba

and Franchand

Wyoming 0il Company, Thomas We. Dant,

Frances P.

RAY . P
Wilbur, ometimes referred

Rpereinafter S

to collectively as “Non-Operators“;

LITNESSET;{_:_’

WHEREAS, t e parties hereto have executed that cer=-

gain "Unit Agreement For the De

velopment and Opération of the
Dry Lake Unit Area, Lea Countys New Mexico', pertaining'to‘the
following described lands,ihereinaftér sometimes referred to as

the "Unit Area®t ‘
A1l of section 33, in Township 13 South,
Range 32 East, and a1l of Section b in
Township 1k South, Range 32 East, lea
County, 80
Acres, more OT lssss
and _
WHEREAS, the parties hereto are the owners of oil and

ring lands located

within the above described

‘gas leases cove

Unit Area; and b
WHEREAS, with 2 view of preven%ing waste and of more
‘operating, for the production of oi
ch Unit Area which are owned Dy the P2

d operate jointly

e conomically 1 and gas, the
rties

leases within Su
hereto, such parties desire to develop an

ases on the terms, C

ovenants and conditions thereof

said le

and hereofl}
NOW, THEREFORE, in consideration of the premises and
s and agreements he

of the mutual covenant
and by these pressats do enter

rein contained, the

parties have entered into,

into the following agreement s
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I.
~CONTRACT_AREA

The leases owned by the parties hereto cover and

apply to the following described lands, which shall constitute
the “Contract Area®:

All of Section 33, Township 13 South,

Range 32 East, and All of Section 4, in

Township lk South, Range 32 East, Lea

County, New Mex1co, containing 1280

Acres, more or less.
This Contract Area shall be developed and operated for the pro-
duction of oil and gas by Operator, subject to the terms and
conditions of this Agréement, and the parties hereto hereby
commit to this Agreement their leases in the lands comprising
the Contract Area insofar as same cover and apply thereto.
Except as provided in Paragraph III hereof, the Contract Area
shall never be enlarged unless all parties hereto consent to
such enlargement.

IT1.
INTEREST OF THE PARTIES

The interests of the parties in and to all the pro-

duction from the Contract Area and in and to the materials

and equipment to be installed therein and thereon shall bg as

follows:

Undivided
Party Interest

Texas Pacific ‘Coal~and Oil Company 25, OOO%
Phillips Petroleum Company 28.125%
Seaboard Qil Company of Delaware 6.250%
Southern Petroléum Exploration, Inc. 12.500%
Wilson 0il- Company 6.25
Champlin Refining Company 3.125%
Frances P. Bolton, dba Wyoming 0il Company Q.333
Thomas W, Dant 208389 w167

BRAYToN Boydon Wilbur 2,083%

FrankcRand, sr. ¥ 167
and all costs. expenses and liabilities accruing or resulting
frem the development and the operation of the Contract Area
pursuant to this agreement shall be determined, shared and
borne by the parties hereto in said proportions. Likewise,
any contributions (acreage, money, dry-hole or otherwise) made
to the Operator, or any other party hereto, by reason of oper-
ations in the Contract Area, shall be shared by the parties

hereto in the same proportions.
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III;
SUBSEQUENT JOINDER

Except by mutual consent of all parties hereto, no

owner of a working interest in any oil and gas lease covering

~ lands outside the Contract Area shall ever be permitted, by

reascn of such ownorship, to join in this agreement or to par-

- F

ticipate in the production from the Contract Area unless (1)

- the lease or interest therein which such owner desires to commit

to this agreement shall have been proven by actual drillihg to
be prodﬁctive of 0il or gas in commercial quantities; and (2)
such joinder is approved by parties hereto owning at least‘90% .
nf the interest set out in Paragraph II hereof. ‘No such join-
der shall become effective until .the owner of such leasehold
interest shall have; (1) executed the Unit Agreecment For the
Development and OQperation of the Dry Lake Unit Area, lea
County, New Mexico®: (2) executed'a counter part of this agree-
ment aﬁd dh appropriate instrument committing such owner's
leasehold interest to this agreement; and (3) reimbursed each
of the parties hereto, on a mutually agreeable basis, for

such owner's proporﬁionate share of all costs and expenses

1

i

1
i
N
1
%

theretofore incurred in developing and operating the Contract
Area. In the event of any such joinder, the Contract Area
shall be enlarged to include the leasshold interast committed
thereto by such owner, and the scﬁedule nf participation set
forth in Paragraphwri shall be revised to reflect such cwnef's
interest in the Contract Area and the proportionately reduced

interests of the other parties hereto.

Iv.
AGREEMENT TO BECOME EFFECTIVE )

Notwithstanding any other provisions of this agree-
ment, this agreément shall not become effectife, nor shall
Operator incur any liability heréﬁnder, unless on or bhefore
March 31, 1953, (1) this agreement has beeén executed by all
ﬁarties named as parties hereto, {2) all parties named as

parties shall have executed the #Unit Agreemenﬁ For the Devel-
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opment and Operation of the Dry Lake Unit Area, Lea County,
New Mexicoft, and (3) such Unit Agreement shall have been ap-
proved-by the Commissioner of Public Lands of the State of
New Mexico and his Certificate of Appro%élfﬁéé“been"éXecuted

and issued. Should this agreement become effective, it shall

Any loss of title occurring under any lease contri-
buted hereto shall be borne by the party who contributed such
lease to this agreeméent, provided that there shall be no retro-

active adjustment of cost and revenue made prior to final

'determination of such loss. loss of title shall mean only the

loss of a lease, or an interest ﬁhefein, through a defect in
title, 1loss of a lease through failure to obtain production
shall be borne by all parties in proﬁortioh to their interest
in the Contract Area.
- V1.
DESIGNATION OF OPERATOR AND TEST WELL

Texas Pacific Coal and 0il Company shall be the
Operator hereunder and as such, shall, (subject to the pro-
visions ofrPéragraph iv herebf):on or before April 30, 1953,
commence or cause to be commenced the actual drilling of a
well for the discovery of oil and gas, to bé located in the
approximate center of the SWi: SE} of Sec. 33, Twp. 13 S.,
Rge. 32 E., N.M.P.M., Lea Cdunty, New Mexico, and shall pros-
ecute the drilling thereof with diligence to a depth of
13,200 feet or to a depth sufficient to test the Devonian
formation expected to be encountered at about said depth, or
unless oil of gas in‘paying-quantities is discovered at a
lesser deptﬁ, or unless some formation or condition is encoun-
tered at a lesser depth which would, in the judgment of the
partiés hereto owhing at least 75¢ of the interest in the
Contract Area, méke further drilling unwarranted or imprac-

ticable.
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Vit.
INSURANCE
Operator shall, at all times while operations are
conducted on the premises subject hereto, carry insurance to
indemnify, protect and save the parties hereto harmless, as
followss |
a. Employers! Liability and WOrkmen’évCompen-
sation Insurance, in accordance with the
laws of the State where operations are
being conducted.
b. Public Liability Insurance with limits of
not less than One Hundred Thousand Dollars
($100,000,00) as to any one person and
Three Hundred Thousand Dollars ($300,000,00)
as to any one accident.
c, Automobile Public Liability Insurance, with
limits of not less than One Hundred Thousand
Dollars ($100,000.00) as to any one person
and Three: Hundred Thousand Dollars ($300,000.00)
as to any cne accident, and Automobile Property
Damage Insurance with a limit of not less than
"Fifteen Thousand Dollars {$15,000,00}.
No other‘insurance’is to be carried at Jjoint expense and the
parvies hereto shall assume their own risk, covering their

respective interests, on all other insurable risks.

VIII.
OVERRIDING ROYALTIES, OIL PAYMENTS, ETC.

| If any oil and gas leases ¢ontributed to.the -Contract
Area herein are burdened with’any rdyaities,voverridihg'foy4'
altie§, payments out of production'or any other charges in
addition to the usual one-eighth (1/8) royalty, the party con-
tributing any such lease shall bear and assume same out of
the interest attributable to them or it hereunder.
IX.
LEASES
It is understood that each of the oil and gas leases
contribuied by‘the“pariies covering the Contract Area is a New

Mexico State lease and each party hereto shall comply with all

‘of the terms and provisions of the oil and gas lease contri-

buted by it insofar as the same pertains to the Contract Area,
subject, however,‘to the other terms'and”provisions of this

agreement.,
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X,
RENTAL PAYMENTS

Each party holding an 0il and gas lease subjected

to this agreement shall, before the due date, pay all delay

rentals'which may become due under the lease or leases contri-
butedAby it; The burden of paying such rentals shall fall
entirely upon the party reqdired>to make payment thereof here-
undér. I event of failure to make proper payment of any

délay rental through mistake, or oversight where such rental

1° requiired to continue the lease in force (it being understood

that any such failure shall not be regarded as a title failure
within the meaning of any other section of‘this agreemenﬂ)
there shall be no money liability on the part of the party
failing to pay such rental, but such party shall make a bona
fide effort to secure a new lease covering the same interest,
and in e&ent of failure to secure a new 1ease within a reésgnr
able time, the interests of the parties hefeto shall be re-
vised so that the party faiiing’to pay any such rental will
not be creditedrwith'thé ownership of any lease on wﬁich

rental was "equlred but was not paid. Each party conufibat

- ing an oil and gas lease or leases to this agreement shall

notily each of the other parties contributing oil and gas

leases hereto, at least ten (10) days prior to the due date,

that it has paid all delay rentals required to continue such
leases in full force and effect and will furnish copies of the
receipts evidencing such paymehts‘
XI.
CONTROL AND COST OF OPERATION

Operator shall have full control of the premises
subjected hereto and, subject to the provisions ﬁeredf, shall
conduct and manage the development and operation of said
premiées for the productioh of o0il and gas for the joint ac-
count of the parties hereto. Operaﬁor shall pay and dischargé
all costs and expenses incurred pursuant hereto, and shall
charge each of the parties hereto wiﬁh its respective propor-

tionate share upon the cost and expense basis provided in

PN
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the Accountﬁng Procedure attached hereto,‘marked Exhibit A%,
and madé‘é;ﬁéft heréof;mpraviﬁed;whowéver; if any provision
of said Exhibit ¥A¥ conflicts with any provision hereof, the
latter shall be deemed to control. Each party hereto other
than Operator will promptly pay Operator such costs as are
héreunder chargeable to such pafty. Unless otherwise herein
provided, all production df oil and gas from said land, sub-
Ject to the payment of applicable royalties thereon, and all
materials and equipment acQuired‘pufsuant hereto shall be
owned by the parties hereto in therrespectivézproportions as
set out herein. Operator shall at all times keep the joint

inter st of the parties hereto in and to the leases and equip-

ment thereon free and clear of all labor and mechanic's liens

and encumbrances.
XII.
EMPLOYEES
The number of émployees, the selection of such

employees, the hours of labor and the compensation for\éer-

vices to be paid any and all such employees shall be deter-

(%]

mined by Operatér.v Such emplbyéés shall be employees of
Operator.
XITY.

DRILLING OPERATIONS

A1l wells drilled on the Contract Area shall be
drilled on a competitive contract basis at the usual rates

prevailing in the field in which said leases are located.

- Operator, if it so desires, may enmploy its own tools and equip-

ment in the drilling of wells, but in such event the charge
therefor shall not exceed the prevailing rate in the field;
znd such work shall be performed by Operator under the same
terms and conditions as shall be customary and usual in the

field in contracts of independent contractors who are doing

work of a similar nature. All diillihg Contfaéés shall contain

appropriate provisions that any wells drilled on the Contract
Area, when compléted, shall not deviate in excess of five de-

grees from perpendicular.
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XTIV, -
AUTHORITY FOR INCURRING OF EXPENDITURES

Operator, before incurring any items of expehditure
‘in excess of Five Thousand ($5,000.) Dnllars, except expendi-
tures for the drilling and cquipment of wells mutuaily agreed
upon, shall secure the express consent and approvalkin writing

of each Non-Operator. Operator shall, upon request, furnish

"each Non-Operator with a copy of Operator's Company authority

for expenditures for,any project costing'in excess of One
ihousand Dollars (sl;ood.oo).
XV.
Notwithstanding any other provisions in this agree-

ment, -it shall not be necessary for Operator to secure the

consent of any other party hereunder to additional drillihg

for the joint account or to any expehditure'over $5,00C;OO
for the joint account where, by reason of death, incapacity,
disabiiity, insolvency, bankruptcy, or other condition,
similar br dissimilar, suchpbthér party iskincaPébie of giving
such consent. In any such event, the determination of any
additional drilling and the extent thereof, and the determi-
nation of any expendituré”made for the joint account amounting
to more than $5,000.00, shall be in the sole 3udgment of Oper-
ator and the unaffected otherfparties, if any.- Such. judgment
shall be exergised without liabiiity and, unless frauduléntly
exercised, shall be conclusive. |

XVI.

~ QPERATOR'S LIEN

Operator shall have a lien upon the interest of each
Non-Operator which is subjected to this agreement, the oil and
gas therefrom, the proceeds thereof and the materials and equip-~
ment thereon and therein to secure Operator in the payment of
any sum due to Operator hereunder from any Non-Operator. The
lien herein provided for shall not extend to any royalty

rights attributable to any interests subjected hereto.
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AVII.
ADVANCéS
Operator, at its election, may require Non-Operators
t5 furnish their proportion of the development and operating
costs according to the following conditions:
~ On or before the first day of each célendar month,

Operator shallusubmit an itemized estimate of such costs for

_the succeeding calendar month to Non-Operators., Within fifteen

(15) days thereafter, Non-Operators shall'péy, or secure the
paymeht in a manner satisfactory to Operator, their prépor-
tionate share of such estimate.

Should an? Non-Operator fail'gnd neglect to pay or
secure the payment of its proportionate part of such estimate,
the same shall bear interest at-the rate of six per cent per
annum until paid. Adjustments between estimates and actual
costs shallbbe nmade by Operator at the close of each calendar
month and the accounts of the parties adjusted accordingly.

XVIIL. | |
SURPLUS MATERIAL AND EQUIPMENT .

Surplus material and equipment from the Contract
Area, when in the judgment of Operator is not necessary for
the‘development and oﬁeraﬁionVof the leased premises, may be
divided in kind or, by mutual consent offﬁf“{parties, be sold
to one of the parties hereto or to otherégfbr the benefit of
the joint account. Proper éharges and credits shall be made
by Operator as provided in the Accounting Procedure attached
hereto as Exhibit A®,
" XIX.
DISPQOSITION OF PRODUCTION

At all times during the term hereof, each of the
parties hereto, his or its heirs, successors or assigns,
shall separately own and have the right of receiving in kind
and disposing of his or its préportionate share of»the oil,
gas and other mineralsyproduced and saved froh the premises
covered by thié agreemént. While a paftychereto may consti-

tute another party hereto, or one not a party hereto, his

-9
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ever oil or gas may in its judgment be necessary for develop-

LT

or its agent or representative“to sell or dispose of his or
its proportionate shars of the production, any such agency

or representative capacity so created shall be revocable and

cancellable at will by either of the parties thereto, his or
its heirs, succéssors or assigns, LikeWise, any contract of ) ' |
sale or disposition madeﬂﬁy—any such party or persen acting

as agent or representative of a party hereto shall Be revbc-

able’ and cancellable at the will of such party principal,

his or its heirs, successors or assigns. If, by reason of

ény party hereto taking in kind his or its proportionate

share of the oil, gas and other minerals produced and saved

from the premises covered hereby, any additional operating

- or other expense is incurred for material, equipment or other-

wise, such additional expense shall be borne in its entirety"
by the party or parties whose actions occasion such expense.

Operator shall have the right, without charge, to use what-

ing or operating the joirnt property.
XX,
LIABILITY
The liability of the ¥ shail be
several and not joint or collective. Each'party shall be
respdnsible only for its obligations as herein set out, and
shall be liable for its proportionate share of the cost of :
developing and cperating the preﬁises'subjected hereto. It
is expressly agreed that it is not the purpose or intention
of this agreement to create, nor shall the operations of the
parties hereunder be construed or considered as a joint ven-
ture, or as any kind of a partnership.

XXI.
ADDITIONAL DRILLING

In the event any party desires.to drill any addi-
tional well or deepen or plug back a dry hole or non-commercial
well drilled at the joint expense of the parties, it shall
notify inrwriting the other party or pérties hereto thereof,

ard such party or parties shall have ten (10) days after

~10-
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‘the party gi?ing such notice shall have the right to drill or

TN

the receipt of such notice in which to determine and notify

the party giving such notice whether it or they will join in
such operations. If the party or pafties receiving such

notice elect (s) to participate in same, it or they shall in
said time nctify>the party giving such notice of such election
and if all the partiés hereto alect to join therein, the/bpér-
ator shall, within thirty (30) days after the elapse of said
ten-day (10) period, commence at the joint exﬁense of the
pariies hereto operations on such well under the o§her sections
of this contract and shall prosecute the same with diligence

in a workmanlike manner until said well is completed. If the
party or parties receiving such notice notify (ies) in said
time the party giving notice of its or their elzction not to
participate in such‘operations, and failure to notify the |
party giving such notice by telegram or through the mails of
its or their election to join or not to join in same shall be E
deemed for the purpose hereof to be an electionlnot-to join

in the drilling or deenening or piugging back of such well,

deepen or plug back such well at its cost and expense except
as‘here;n'specified; provided that Opéraﬁibhs on said well afe
commenced within thirty (30) days after the elapse of said
ten-day (10) period. The failure to commence such operations
within such thirty-day (30) period terminates the right of

the party giving such notice to commence such operations;
however, a second hotice may be given, in which event, the
rights and duties of the parties will %c governed by the
proviéions hereof with resbect to such first notice. Any

well drilled under this Section shall conform to the then
existing well spacfﬁgfprogram. The party or parties drilling
or deepening or plugging back any well under this Section
shall, Qithin sixty days from the date of the completion there-
of, furnish the other party or parties with an inventory of
the equipment in and on said well and with an itemized state-
ment of the cost of drilling, deepening, plugging back, equip-~

ping, testing, and c¢completing said well for production and

IR
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each month thereafter during the time the participating party
or parties is or are being reimbursed, as hereinafter provided,
with an itemized statement of the éost of the operation of
said well and the quantity of minerals produced therefrom and
the amouit of the pfoceeds from the éaié of the working inter-
est production in the preceding month. |

If such well when completed should be a commercial
producer, the participating party or parties shall be entitled
to receive all the proceeds from the sale of non-participating

party?s or parties' share of the working interest production

from such well until said party or parties drilling, deepening

or plugging back any such well shall have received from the
proceeds of the sale of non-participating party's or parties!
share ofathe production an amount equal to two times what non-
participating party'!s or parties! share of the cost of the
drilling, deepening, plugging back, equipping, testing, and
completing sﬂid’well would have been had such party or

parties participated, and one hundred, per cent of the non-
participating party's or parties' share of the cost of the
operation of said well during the time such reimbursement is
being made. Upon such reimbursement of drilling party, séid
well shall be owned and operated as are other wells under this
agreement. If such well when completed should be a dry hole’
or as a producer not in commercial quantities, the participat-
ing party or parties shall plug and abandon the same at its

or their cost. Participating party or partiés under this
paragraph shall hold non—participating party or parties

free and clear of all coéts,“expense and liability in con-
nection with the drilling, deepening or plugging back of

such well. In the event such participating party or parties

is or are unable to obtain from the nonnpartiéipating party's

“or parties! share of such production a sufficient amount to

repay such share of the cost of such drilling or deepening or

plugging back plus such share of the cost of operating any
such well as set forth above, such party or parties shall be

entitled to and shall own all such material, equipment and -




supplies placed or installed by it or them in or on the Con-

tract Area or any well in connection with such driliing,
‘deepening or plugging back; provided that if such materials,
equipment and supplies have a salvage value in excess of such
reimbursement figure hereinabove provided, such excess shall
be owned by the parties hereto in proportion to their inter-
ests in the Joint Property. All other material, equipment
and supplies, including (but not by way of limitation) such
.% as has been installed or used in connection with the drilling
of any well prior to sﬁch'additional drilling or deepening or
¢, plﬁgging back in accordance with the provisions of this clause,
E shall be nwned in accordance with the other provisions of this
: ~ agreement.
3 All sections of this contract that are applicable to
: Operator hereunder in conducting the development and operations

of the Contract Area shall be applicable to whichever party

becomes the Operator under this section. ;

XXIT. |
TRANSFERS OF INTEREST

No assignment, mortgage or other transfer affecting

L the interest coversd hereby, the producti
equipment thereon, shall be made unless the same shall cover
i the entire undivided interest of assignor, mortgagor or seller

in the Contract Area; it being the intent of this provision to

maintain the joint development and opeiation of the Contract

Area, provided that the sale of a lesser interest than the

seller?s entire undivided interest may be made upon‘thé secur-
ing of the unanimous approv~l of the other party or parties
in writing.
In the event any party desires to sell all or any
G ; part of its interest in the Contract Area, the other pafty or
| parties heretn shall have a preferential right to purchase
é same. In such avent, the selling party shall promptly commun-
| icate to the other party or parties hereto the offer received
by them or it from.a prospective purchaser ready, willing and

able to purchase the same, together with the name and address

«13-
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of such prospective purchaser, and said party or parties shall
thereupon have an option for a period of ten (10) days after

the receipt of said notice to purchase such undivided interest

T o~

for its or tn»lI ‘own bencfit on

= = Y

he terms and conditions of

1,'?1

"such »ffer; provided that any interest so acquired by more than

one party hereto shall be shared by the parties purchasing the
same upon the basis of their then existing:interést in the
premises. In the event of a sale by Operator of the interest
ovned by it which is subject hereto, the holders of a majority
interest in the premises subject hereto shall be entitled to
select a new Operator, but unless such selection is made, the
transferee of the present Operator shall éct as Operator here-

under, The limitations of this paragraph shall not apply

where any pariy hereto desires to dispose of its interest by

merger, reorganization, consolidation or sale of all its assets,

~or a sale of its interest to a subsidiary or parent company,

or subsidiary of a parent company, or to any company in which
such party hereto owns a majority of the stock.,
| XXI11.
RIGHT3 OF THE PARTIES TO INSPECT PROPERTY AND RECORDS

The following specific rights, privileges and obli-
gations s5f the parties hereto arz hereby expressly provided,
but not by way of limitation or exclusion of any other rlght,
privilege and oBligation of the respective parties:

{a) Non-Operators shall have access to the entire
Contract Area at all reasonable times to in-
spect and observe operations of every kind
and character upsii the property.

(b) Non- -Operators shall have access at all reason-
able times to any and all information: pertain-
ing to the wells drilled, production secured,
0il and gas marketed, and to the books, records
and vouchers relatlng to the operation of the
Contract Area.

(c) Operator shall, upon request, furnish Non-
Operators with dally drllllng reports, true and
complete copies of well logs, tests and charts,
tank tables, daily gauge and run tickets, re-
ports of stock on hand at the first of the
month, and shall also, upon request, make avail-
able samples and cuttings from any and all wells
drilled on the Contract Area,

Ll
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assignment in connection with such well, but it or they shall

be liable for its or their proportionate part of the cost and

éxpense incurred before the delivery of said assignment.

XXV.
SURRENDER_OF LEASES

Na lasase emhraced within'the Contrant Area shall be
surrendered unless the parties mutually agree thereon.  If
one or more of the parties should desire to surrender any
lease or leases and any other or others not, the party or
parties desiring to surrender shall assign to the barty»or
parties not desiring to surrender its or their interest in
such lease or leases and assigning party's interest shall be
reduced proportionately. The party or parties receiving any
such assignment shall pay the assigning party or parties the
reasonable Salvage'balue §n;top of the ground- at the well of
the assigning party's or parties! proportionate part of the
equipment in and on any well or wells on such lease or leases
on the date of any such assignment. If there be more than one
assignee such assigned interest shall be held by the assignees
in proportion to their then respective interests in the Contract
Area.

XXVI.
" EFFECTIVE PERIOD

This agreement shall become effective as hereinbefore
provided and shall ‘remain in force for the full term of the
"Unit Agreement For the Development and Operation of the Dry
Lake Unit Area, Lea County, New Mexico", and may be terminated
as a whole or in part by mutual consent of the parties; pro-
vided, however, either party may be relieved from its obliga~
tions and liabilities hereunder not previously incurred by
assigning and transferring to the other party or parties all-
of its fight, title and interest in and to the oil and gas
rights under the lease or leases committed hereto. -The
party receiving any such assignment or assignments shail pay
the assigning party or pafties the reasonable salvage value»

of its or their proportionate: part on top of the ground at

-16-
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the well of the equipment in and on any well or wells on the

Contract Area on the date of any such assignment or assign-
ments. If there be more than one assignee, said assigned
interest shall be held by the assignees in proportion to

a

their respective interests in the Contract Area.

XXVII.
REGULATIONS

This agreement and the respective rights and obliga-
tions of the parties hereunder shall be subject to all valid

and applicable State and Federal laws, rules, regulations and

orders and in the event this agreement or any provision hereof

is, or the operations contemplated hereby, are found to-be

inconsistent with or contrary to any such law, rule, regulation

or order, the latter shall be deemed tc control, and this
agreement shall be regarded as modified accordingly, and as

so modified, to continue in full force and effect.

XXVIII.
NOTICES
All notices that are required or authorized to be
given hereunder except as‘etherﬁisehspeeifieelly provided for
herein, shall be given in writing by United States registered
mail or Western’Union telegram, postage or charges prepaid,
and addressedrto the pafty to whom such notice is given as

follows:

Texas Pacific Coal and 0il Company
P. 0. Box 2110
Fort Worth, Texas

Phidilips Petroleum Company
c/o Land Department
Bartlesville, Oklahoma

Southern Petroleum Exploration, Inc.
P. 0. Box 1017
Roswell, New Mexico

Seaboard 0il Compehy of Delaware

Continental Building
Dallas, Texas

“17-

Wilson 0il Company -
P. 0. Box 027
Santa Fe, New Mexico

- Thomas W. Dant

P. 0. Box 627
Santa Fe, New Mexico
BRAYF oW ,
Wilbur
P. 0. Box 627
Santa Fe, New Mexico

FrankCRand, o%.
P, 0. Box 627
Santa Fe, New Mexico
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Champlin Refining Company
Enid, Oklahoma .

Frances P. Bolton

dba Wyoming 0il Compan
$v£¢ﬁ%&§%% %A&s HiLL ROAD

Santa—Fe;New-Mexdo0o- wWESsTon, Couv.

The originatihg notice to be given under any provision hereof
shall be deemed given when received by/the party to whom such
notice is directed and the time for such party to give any
response thereto shall run from the date the originating

notice is received. The second or any subsequent notice

- shall be deemed given when deposited in the United States

Post Office or with Westérn Union Telegraph Company, with
Postage or charges prepaid.
| ~ XXIX.
TAXES
Operator shall reﬁder, for ad valorem tax purposes,
the entire leasehold rights and interests covered by this
contract and all physical property located on the unit or
psed in connection therewith, or such part thereof as may
be subject to ad valorem taxation under exiéﬁing laws, of
which may be made subject to taxation under future laws, and
shall pay, for the bénefit of the joint account, all such ad
vélorem:taies at the time andwiﬁrihe manner required“by‘law'“
which may be assessed upon or against all or any portion of
such rights’and interésts and the physical property located
thereon or used in connection therewith. Operator shall bill
Non-Operators for their’propo}tionate share of such tax pay-
ments as provided by the Accounting Prdcedure hereto attached.
| XXX.
TUBULAR_GQODS

At such~times as tubular goodsiand other equipment
can be purchased only at priées in excess of the limitations
imposed by the Accounting Procedure, Exhibit A%, or such
tubular goods and other equipment are not available at the
nearest customary supply point, Operator, notwithstanding

such‘limitations, shall be permitted to charge the joint

~18~
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account with such costs and expenses as may be reasonably
incurred in purchasing;ishopping; and moving the required
tubular goods and other equipment to the premises covered by

this agreement; privided that each Non-Operator shall be first

£iven the opnortunity of furnishing in kind or in tonnage, as

the parties>may agree, his or its shafe of such tubular goods
and other equipment required. This exception to said limita-
tions shall be effective and shall apply only during such
periods as thé“prices for tubular goods and other equipment 
are in excess of said limitations. .
XXXT.
M;SCELLANEOUS PROVISIONS

The term Yoil and gas" as used herein shall include
casinghead gas and any other mineral covered by any oil and
gas lease subjecied hereto.

Operator shall not be liable for any loss’of'prop~

erty or of time caused by war, strikes, riots, fires, tor-

nadoes, floods, governmental priorities on materials, or

other governmental restrictions, or resulting from any other

cause beyond its control through the exercise of reasonable

diligence.
"This agreement and Exhibit ¥A¥ attached hersto con-
tain all »f the ﬁerms as agreed upon by the parties hereto. ;
This agreement shall extend to and bind the parties
hereto and their respective successors and assigns, It is é
agreed that the terms, conditions and provisions hereof shall
constitute a covenant running with the lands and 1easehold
estates covered hereby.
This agreement may be executed in any number of
counterpParts, no one of which needs to be executed by all
parties and, subject only to the provisions of Paragraph(V
hereof, shall be binding upon all those partieé who have
individually or collectively executed a counterpart with the
same force and effect as if all parties hereto had executed

the same document.

-19-
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In wit
“&nd affixed my o fic:lal ual on thia,
above uritt.en. :

oSttt —
sonally ‘appea

who, being by me-

Preaident of . Phillipi Petmle\m: conpany‘

said corpn ! 4

gsealed in behalf of ‘said cormtion
‘Board of Directors, and said N
agid inatmment. to be tho frso ac a;_
. ono

In witne 88 whomof,  § h:u h@mnto‘ n;
affd.xed my. ofﬁcial seal on’: t,his,. m-dq and
wri%ten., :
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l! ‘official seal on hp, tho day and y ar'tirsc above
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STATE OF OKLAHOMA

couu:r!or SREE E | | T
On this —— day of‘January, 1953, before me perb
sonally appeared. '-'. ¢ tO M8 personally
_known, . who, be1n§ u.{ worh did say that he is the
Vice ,President Champlin efining Company, -and that the
seal affixed to the’ fbregoing instrument is the corpurate
seal of said corporation an
signed and segled inm't ]
ity of its Bo. : ‘ ~
- acknowledged said instrument to be the freegpet
of said corporation._;
In witness uhereof, I have hereunto set my hand
.and’ affixed my official aeal on this, the day and year
first 2bov

My cbmmissioniéié féatgl

STATE OF NEW MEXICO
COUNTY OF
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FonT wontH. 1aXAS EXHIBIT “a”

1

2.

Attached to and made a part of..Operating. Agreement. .covering. the HDry.

.Lake...Unit" JTexas. Pacific Coal. and Oil. Company,.Operator. .

ACCOUNTING PROCEDURE

(UNIT AND JOINT LEASE OPERATIONS)

I. GENERAL PROVISIONS

Definitions

The term “joint property” as herein used shall be construed to mean the subject area covered by the agreement to
which this “Accounting Procedure” is attached.

The term “Operator” as herein used shall be construed to mean the party designated to conduct the development and
operation of the leased premises for the joint account.

The term “Non-Operator” as herein used sha!l be construed to mean any one or more of the non-operating parties.
Statements and Billings

Operator shall bill Non-Operator on or before the last day of each month for its proportionate share of costs and
expenditures during the preceding month. Such bills will be sccompanied by statements, reflecting the total costs and

charges as set forth under Sub-Pavagraph.... . SAMN. .. . below:

A. Statement in detail of all charges and credits to the joint acecount.
B. Statement of all charges “and eredits to the joint account, summarized by appropnate classifications indica-
tive of the nature thereof.
C. Statements, as follows:
(1) Detailed statement of material ordinarily considered controllable by Operators of oii 'and gas
properties;
(2) Statement of aii other charges and credits to the joint account summarized by appropriate classifica-
tions indicative of the nature thereof; and
(3) * Statement of any other receipts and credits.

Payments by Non-Operztor ’ L

Each party shall pay its proportion of all such bills within fifteen {1 S-) days aiier receipt thereof, If payment is
not made within such time, the unpaid balance shall bear interest at the rate of six per cent (69%) per annum until paid.
Audits

Payment of any such bills shall not prejudice the right of Non-Operator to protest or question the correctness

thereof. All statements rendered to Non-Operator by Operator during any calendar year shall be conclusively presumed te
be true and cortecb after exghteen months following the close of any ‘such calendar year, unless thhm saxd eighteen months

Non—Operator to make elaim on Operator for adjustment thhm such period shall establish the correctness thereof and pre-
ciude the filing of exceptions thereto or the making of claims for adjustment thereon. A Non-Operator, upon notice in
writing to Operator and all other Non-Operators, shall have the right to audit Operator's accounts and records relating to
the accounting hereunder, within eighteen months next following the close of any calendar year. Non-Operator shall have
six months next following the examination of the Operator’s records within which to take written exception to and make
any and all claims on Operator, The provisions of this paragraph shall not prevent adjustments resulting from the physical
inventory of property as provided for in Section VI, Inventories, hereof.

II. DEVELOPMENT AND OPERATING CHARGES

Subject to limitations hereinafter prescribed, Operator shall charge the joint account with the following items:

Rentals and Royalties
Delay or other rentals, when such rentals are paid by Operator for the jsiul account; royalties, when not paid
direct to royalty owners by the nurchaser of the oil, gas, casinghead gas, or other products.

Labor, Transportation, and Services

Labor, transportation, and other services necessary for the development, maintenance, and operation of the joint
property. Labor shall include (A) Operator’s cost of vacation, sickness and disability benefits of employees, and expendi-
tures or contributions imposed or assessed by governmental authority applicable to such labor, and (B) Operator’s current
cost of established plans for employees’ group life iusurance, hospitalization, pension, retirement, stock purchase, thrift,
bonus, and other benefit plans of like nature, applicable to Operator’s field payroll; provided that the charges under Part
(B) of this paragraph shall not exceed five per cent (65 ) of the total of such labor charged to the joint account.

" Material

Material, equipment, and supplies purchased or furnished by Operator, for use of the joint property. So far as it is
reasonably practical and consistent with efficient and economical operation, only such material shall be purchased for or
transferred to the joint property as required for immediate use, and the accumulation of surplus stocks shall be avoided.

Moving Material to Joint Property

- Moving material to the joint property from Vendor's or from QOperator’s warehouse in the district or from the other
properties of Operator, but in either of the last two events no charge shall be made to the joint account for a distance
greater than the distance from the nearest reliable supply store or railway receiving point where such material is available,
except by special agreement with Non-Operator.

—_1-
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Moving Surpius Material from Joint Property
Moving surplus material from the joint property to outside vendees, if sold f.o.b. destination, or minox returns to
Operator’s warchouse or other storage point. No charge shall be made to the joint account for moving major surplus

‘material to Operator’s warehouse or other storage point for a distance greater than the distance to the nearest reliable

10.

supply store or railway receiving point, except by special agreement with Non-Operator; and no charge shall be made to the
joint account for moving material to other properties belonging to Operator, except by speccial agreement with Non-
Operator.

Use of Operator’s Bquipment and Faciliiies
Use of and service by Operator’s exclusively owned equipment and © faciiities as provnded in Paragraph 4, of Section
111, “Basis of Charges to Joint Account.”

Damages and Losses -

Damages or losses incurred by fire, flood, storm, or any other cause not controllable by Operator through the exer-
cise of reasonable diligence. Operator shall furnish Non-Operator written nolice of damage or losses incurred by fire, storm,
flood, or other natural or accidental causes as soon as practicable after report of the same has been received by Operator.

Litigation, Judgments, and Claims
All costs and expenses of litigation, or legal services otherwise necessary or expedient for the protection of the
joint interests, mcludmg attorney’s fees and expenses as hereinafter provuled together with all judgments obtained against
the joint account or the subject matter of this agreement; actual expenses incurred by any party or parties herefo in secur-
ing evidence for the purpose of defending against any action or claim prosecuted or urged against the joint account or the
subject matter of this agreement.
If a majority of the interests hereunder shall so agree, actions or claims affecting the joint mterests here-
under may be handled by the legal staff of one or more of the parties hereto, and a charge commensurate
with the services rendered may be made against the joint account, but no such charge shall be made until
approved by the legal department of or attorneys for the respective parties hereto.
B. Fees and expenses of outside attorneys shall not be charged to the joint account unless authorized by the
majority of the interests hereunder.

Taxes

All taxes of every kind and nature assessed upon or in connection with the properties which are the subject of this
agreement, the production therefrom or the operation thereof, and which taxes have been paid by the Operator for the
benefit of the parties hereto.

Insurance
A. Premiums paid for insurance carried for the benefit of the joint account, together with all expenditures
incurred and paid in settlement of any and all losses, claims, damages, judgments, and other expenses, includ-
ing legal services, not recovered from insurance carrier. -
B. If no insurance is required to be carried, all actual expenditures incurred and paid by Operator in settle-
ment of any and all losses, ¢laims, damages, judgments, and any oiher expenses; including legai services,
shall be charged to the joint account.

12.

Qverhead
Overhead charges, which shall be in lieu of any charges for any part of the compensation or salariés paid to man-
aging officers and employees of Operator, including the division superintendent, the entire staff and expenses of the divi-
sion office, and any portxon of the office expense of the principal busmess offtce, but which are xgt in lleu of dzstnct or fleld
office expenses mcurred in operatmg any such properties, oD/RDY oA R : : :
and Operator shall have the rxght to assess agamst the Jomt property covered hereby the

following overhead charges: . .
A, $..500,00........ per month for each driliing well, beginning on the date the well is spudded and terminating
when it is on production or is plugged, as the case may be, except that no charge shall be made during the
suspension of drilling operations for fifteen (15) or more consecutive days.
B. $...,100",CO ........ per well per month for the fn‘st fwe (b5) produemg wells

Y . - 150 N over ‘ vc \D7e
E In connectlon thh nvorhesd charges, the status af wel[s shall be as follows'

(1) In-put or key wells shall be included in overhead schedule the same as producing oil wells.

(2) Producing gas wells shall be included in overhead schedule the same as producing oil wells.

(3) Wells permanently shut down but on ‘which plugging operations are deferred, shall be dropped from
overhead schedule at the {ime the shutdown is effected. When such wells are plugged, overhead shalt
be charged at the producing well rate during the time required for the plugging operatfon.

(4) Wells being plugged back or drilled deeper shall be included in overhead schedule the same as drilling
wells.

(6) Various wells may be shut down temporarily and later replaced on preduction. If and when a well is
shut down (other than for preration) and not produced or worked upon for a period of a full calendar
month, it shall not be included in the overhead schedule for such month.

(6) Salt water disposal wells shall not be includéd in overhead schedule.

F. The above overhead schedule on producing wells shall be applied to individual leases; provided that, when-
ever leases covered by this agreement are operated as a unitized project in the interest of economic develop-
ment, the schedule shall be applied to the total number of wells, irrespective of individual leases.

.G. The above specific overhead rates may be amended from time to hme by agreement between Operator and

Non-Operator if, in practice, they are found to be msufﬁclem, or excessive,

H. For each drilling well the salaries and expenses of Operator's Geologist
and Engineer for that part of their time applicable to such well,

e

¢. for all producing wells
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1.

Other Expenditures

Any other expendlture incurred by Operator for the necessary and proper development, maintenance, and operation
of the joint property. .

11I. BASIS OF CHARGES TO JOINT ACCOUNT

Purchases
Material and equipment purchased and service procured shall be charged at price paid by Operator, after deduction
of all trade discounts actually allowed ox received.

Material Furnished by Operator
Material required for operations shall be purchased for direct charge to joint account whenever practicable, except
that Operator may furnish such material from Operator’s stocks under the following conditions:
A. New Material (Condition “A”) :
(1) New material transferred from Operator’s warchouse or other properties shall be priced f. o. b. the
nearest reputable supply store or railway receiving point, where such material is available, at current
replacement cost of thes same kind of material. This will include material such as tanks, rigs, pumps,
sucker rods, boilers, and engines. Tubular goods (2” and over), shall be priced on carload basis effec-
tive at date of transfer and £. o. b. railway receiving point nearest the joint account operation, regard-
less of quantity transferred.
(2) Other material shall be priced on basis of a reputable supply company” s Preferential Price List effec-
’ tive ut date of transfer and f. o. b. the store or railway receiving point nearest the joint account
operation where such material is available.
(3) Cash discount shall not be allowed.
B. Used Material (Condition “B” and "C”)
(1) Material which is in sound and serviceab'e condition and is suitable for reuse without reconditioning
shall be classed as Condition “B” and priced at 76% o new price.
(2) Material which ¢annot be classified as Condition “B” but which,
{a) After reconditioning will be further serviceable for original function as good secondhand
material (Condition “B"), or
(b) Is serviceable for original function but substantinlly not suitable for reconditioning, shall be
classed as Condition “C" and priced at 50% of new price. Casing and tubing not suitable for its
original use but good enough to be used as secondhand line pip~ shall be priced as secondhand
line pipe according to the provisions of this contract.
{8) Material which cannot be classified as Condition “B” or Condition “C” shall be pnced ata value com-
mensurate with its use.
(4) Tanks, derricks, buildings, and other equipment involving erection costs shall be charged at applicable
percentage of knocked-down new price.

Warranty of Material Furnished by Operator

Operator does not warrant the material furnished beyond or back of the dealer’s or manufacturer’s guaranty; and,
in case of defective material, credit shall not be passed until adjustment has been reccived by Operator from the manufac-
turers or their agents.

Operator's Exclusively Owned Facilities
The following rates ghall apply to service rendered to the joint account by facilities owned exclusively by Operator:
A. Water service, fuel gag, power, and compressor service: At rates commensuraté with cost of providing and
furnishing such service to the joint account but not exceeding rates currently prevailing in the field where
the joint property is located.
B. Automotlve Eqmpment Rates commensurate w1th cost of ownershlp and operatlon m&m

mx;am Automotlve rates shall mclude cost of oxl gas, repairs, insurance, and other operatmg
expense and depreciation; and charges shail be based on us2 in actual service on, or in connection with, the
joint account operations, Truck, tractor, and pulling unit rates shall include wages and expenses of driver.
C. A fair rate shall be charged for the use of drilling and cleaning-out tools and any other items of Operator’s
fully owned machinery or equipment which shall be ample to cover maintenance, repairs, depreciation, and
the semce fumishéd t‘he jomt property, provided that such charges shall not exceed those currently pre-

.........

Whenever requesbed Operator shall inform Non- Operator in advance of the rates it proposes to charge.
Rates shall be revised and adjusted from time to time when found to be either excessive or insufficient.

IV. DISPOSAL OF LEASE EQUIPMENT AND MATERIAL

The Gperator shall be under no obligation to purchase interest of Non-Operator in surplus new or secondhand material.

o

Derricks, tanks, buildings, and other major items shall not be removed by Operator from the joint property without the approval
of Non-Operator. Operator shall not sell major items of material to an outside party without giving Non-Operator an opportu-
nity either to purchase same at the price offered or to take Non-Operator’s share in kind.

1. Material Purchased by Operator

- Material purchased by Operator shall be credited to the joint account and included in the monthly statement of
operations for the month in which the material is removed from the joint property. .




Material Purchased by Non-Operator

Material purchased by Non-Operator shall be invoiced by Operator and paid for by Non-Operator to Operator imme-

diately following receipt of invoice. The Operator shall pass credit to the joint account and include the same in the monthly
statement of operations.

Division in Kind

Division of moaterial in kind, if made between Operator and Non-Operator, shall be in proportion to their respective
interests in such material: Each party will thereupon be charged individually with the value of the material received or
receivable by each party and corresponding credits will be made by the Operator to the joint account, and such credits shall
appear in the monthly statement of operations.
Sales to Qutsiders

Sales to outsiders of material from the joint property shall be credited by Operator to the joint account at the net
amount collected by Operator from Vendee. Any claims by Vendee for defective material or otherwise shall be charged
back to the joint account, if and when paid by Operator.

V. BASIS OF PRICING MATERIAL TRANSFERRED FROM JOINT ACCOUNT

Material purchased by either Operator or Non-Operator or divided in kind, unless otherwise agreed, shall be valued on

the following basis:

1. New Price Defined
New price as used in the following paragraphs shall have the same meaning and application as that used above in
Section III, “Basis of Charges to Joint Account.”
2. New Material
New material (Condition “A”), being new material procured for the joint account but never used thereon, at 100%
of current new price.
3. Good Used Material
Good used material (Condition “B"), being used material in sound and serviceable condition, suitable for reuse
without reconditioning,
A. At 15% of current new price if material was charged to joint account as new, or
B. At 75% of current new price less depreciation consistent with their usage on and service to the joint prop-
erty, if material was originally charged to the joint property as secondhand at 76% of new price.
4. Other Used Material
Used Matenal (Condltxon “C"), being used material which
A. After reconditioning will be further serviceable for original functivn as good secondhand material (Condi-
tion “B"), or
B. Is serviceable for original function but substantially not suitable for recondmonmg, at 60% of current new
price. Casing and tubing not suitable for its original use but good enough to be used as secondhand line
pipe shall be priced as secondhand line pine according te the provisions of this contract.
5. Bad-Order Material
Used material (Condition “D"), being material which cannot be classified as Condition “B” or Condition “G”,
shall be priced at a value commensurate with its use.
6. Junk )
Junk (Condition “E”), being obsolete and serap material, at prevailing prices.
7. ‘Temporarily Used Material
When the use of material is of a temporary nature and its service to the joint account does not justify the reduc-
tion in price as provided in Paragraph 3B, above, such material shall be priced on a basis that will leave a net charge to the
joint account consistent with the value of the service rendered.
V1. INVENTORIES
1. Periodic Inventories
Periodie inventories shall be taken by Operator of the joint account material, which shall include all such material
ag is ordinarily considered controllable by operators of oil and gas properties.
2. Neotice .
Notice of intention to take inventory shall be given by Operator at least ten days before any inventory is to begin,
so that Non-Operator may be represented when any inventory is taken,
3. Failure to be Represented
Failure of Non-Operator to be represented at the physical inventory shall bind Non-Operator to accept the inventory
taken by Operator, who shall in that event furnish Non-Operator with a copy thereof.
4, Reconciliation of Inventory :
Reconciliation of inventory with charges to the joint account shall be made by each party. at interest, and a list of
overages and shortages shall be jointly determined by Operator and Non-Operator.
5. Adjustment of Inventory
inventory adjustments shall be made by Operator with the joint account for overages and shortages, but Oper-
ator shall only be held accountable to Non-Operator for shortages due to lack of reasonable diligence.
8. Special Inventories

Special inventories may be taken, at the expense of the purchaser, whenever there is any sale or change of intirest
in the joint property, and it shall be the duty of the party selling to notify all other parties hereto as quickly as possible after
the transfer of interest takes place. In such cases both the seller and the purchaser shall be represented and shall be
governed by the inventory so taken.




EXHIBIT *B*®
-SCHELWWLE SHOWING

DESCRIPTION OF ACREAGE AND OWNERSHIP OF LEASES ON ALL LANDS

INCLUDED IN THE DRY LAKE UNIT AGREEMENT
LEA COUNTY, NEW MEXICO -

LEASE NO. AND

TRACT . NO.OF EXPIRATION DATE ,
NO. DESCEIPTION ACRES OF LEASE LAND QWNER RECORD OWNER OF LEASE -
1 NWs Sec. 33 160 - B-10978 State .of New Mexico  Phillips Petroleum Company
T-13-S, R-32-E 2-10-54
2 N2/NEL Sec. 33 , 80  E-473# State of New Mexico Phillips Petroleum Company
T-13-5, R-32-E 8-10-55 ;
3 Iots 1, 23 Sec. L 80  B-~10555# State of New Mexico Phillips Petroleum Company
T-14~3, R-32~E 8~10-53
L SEL/SEL mmm. 4 LO  B-10555# State of New Mexico Phillips Petroleum Company
T-14-8, R-32-E : 8-10-53
5 N2/SEL, S2/NEL Sec. L 160  B-10555#, State of New Mexico  Southern Petroleum Exploration, Inc.
T-14~-3, R-32-E 8-10-53 _ A
36 S2 Sec. 33 320  B-10746#1 , State of New Mexico Wilson Oil Company, Thomas W. Dant,
T~13-S, R-32-E J1-10-53 : GravroN Beyden Wilbur, FrankcRand>®and
s Frances P.Bolton, dba Wyoming 0il Company
7 SW/L SE/L Sec. L LO  E-5445 State of zms Mexico  Champlin Refining Company
T-14-S, R-32-E 8-10-61
8 S2/NEL Sec. 33 80 B-11262#1  State of New Mexico Seaboard 0il Company of Delaware
T-13-S, R-32-E 6-10-54 :
9 Lot 3,4; S52/NWi wma.r Hmo E-6193 State of New Mexico Texas Pacific Coal and 0il Company
T-14-5, R-32-E 5-9-62 |
10 Sdl Sec. 4 160 E-6261 State of New Mexico  Texas Pacific Coal and 0il Company
T-14-S, R-32-E 6-9-62 |
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NEW MEXICO OIL CONSERVATION COMMISSION |

- SANTA FE, NEW MEXICO

APPLICATION FOR APPROVAL OF DRY LAKE UNIT AREA
LEA COUNTY, NEW MEXICO

‘NEW MEXICO OIL CONSERVATION COMMISSION
SANTA FE, NEW MEXICO

|
\
l COMES the undersigned, Texas Pacific Coal and 041 Company, a corporation,
_ with offices at Fort Worth National Bank Building, Fort Worth, Texas, and
L | files heﬁihh a copy of a proposed Unit Agreement and a copy of a proposed
Operating Agreement for the' development and 6§erations of the Dry Lake Unit
area embracing land situated in Lea County, New Me:dco, and hereby‘makes
application for the upproval of said Unif; Agreement, and in support thereof
shows $
1.

That the unit area designated in said agreement comprises 1,280 acres

situated in Lea County, New Mexico, more particularly described as followss

Twpe 13 Se, Ro 32 Eo, No M, P, M.
Sece 33: All

Twpe 1 Se, Re 32 Eeoy No Mo Po M,
Sec, 4Lt All :

That all of tﬁe above described lands are lands owned by the State of New
Mexico upon which the applicant and others are owners of Oil and Gas Leases
; issued by the Commissioner of Public Lands of the State of New Mexico.
‘ 2.

That there is attached heréto, made a part hsreof, and- for purposes
of 1d§ntification marked Exhibit "AW, a plat reflecting the resulis of a
. o seismograph survey made on the proposed Unit Area, and Exhibit "BY, a
| ) | plat showing the division of ownership in the Unit Area, and because of ﬁhe
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area is an area suitable and proper for unitization.
3e
That the undersigned, Texas Pacific Coal and 0il Company, is designated
as the Unit Operator in said agfeement, and the Unit Operator is given the
authority under the terms thereof ﬁo carry on all opsrations wfiich are necessary
for the development and operation of the Unit Arsa for oil and gas subject.
to all applicable laws and regulations. That aa;d Unit Agreement provides




for the commencement of a test well for oil and gas upon some part of the

lands comnitted to the Unit Agreement on or before Bixby(éo)dsys a.fter -

the effective date of the Unit Agreement and for the drilling of said well
with due diligence to test the Devonian formation expected to ba encountered
at the approximate depth of 13,200 feet, unless at s lesser depth unitized

. substances shall be discovered which can be produced in paying quantities

or unless some formation or condition is encountered at a lesser depth
which would make further drilling inadvisable or impracticables
Y P8
That said Unit Agreement is in substantially the same form as Unit
Agreements heretofore approved by the Cocmmissioner of Public Lands of the
State of New Mexico, and by the New Mexico 0il Conservation Commission, and
i£ is believed that operations to be carried on under the terms thereof will

/promot.e the economical and efficient recovery of oil and gas to the end that

the maximum yield may be obtained form the field or area if oil or gas should
bs produced in paying quantities, and the production is to be umitéd to such
production as may be put to beneficial use with adequate realization of fuel
and other values, and it is further believed that the Agreement will be in
the interest of the conservation of oil and gas and the prevention of waste
&8s contemplated by the 0Oil Conservation Statutes of the State of New Mexico.

5

That upon an order being entered by the New Mexico 0il Conservation
Cammission approving the said Unit Agreement, and after approval thereof by
the Commissioner of Public Lands of the State of New Mexico, a fully exmscuted
and approved copy of said Agreement will be filed with the New Mexico Oil
Conservation Comission.

WHEREFORY, the undersigned appliqant respecifully requests that a public
hearing‘be held on the matter of the approval of said Unit Agreement as »
provided by the Statutes of the State of New Mexico, and the regulations of the
New Mexico 0il C-énservation Commission, and that upon said hearing said Unit
Agreement be approved by the New Mexico 0il Conservation Commission.

Respectfully suhnitted;

TEXAS PACIFIC COAL AND OIL COMPANY




