
In reply refer to: 
Unit Division 

Jarmarv 5. 1961 

Honolulu Oil Corporation 
P9 0, Drar*er 1391 
Midland, Texas 

Re: Termination of the Unit 
North Mullis Agraamant 
Chaves County, Naw Mexico 

ATTENTIONS Mr* Leo Brady 

Gentlemen: 

Vfe are enclosing five certificates of approval for the 
Termination of the Horth Mullis Unit Agreement, This termina­
tion was approved by the Cowaiasioner of Public Lands as of 
January 5, 1961. 

The Commissioner of Public Lands approval i s subject to 
l i t e approval by the Director of the US Geological Survey, 

Very truly yours, 
"% S. Johnny Walker 
Commissioner of iPublic Landj 

BY: 
Marian M. Rhea, Supervisor 
Unit Division 

ESW/caair/s 
cc: US Geological Survey 

Roswell, New Mexico 

Oil Conservation CosBFiifisior* L 

Santa Fe, New Mexico 



NOTICE OF TERMINATION 

The Director 
United States Geological Survey 
Washington 25, D. C, 

Through 

Reg iu rial O i l and Gas Supervisor 
United States Geological Survey 
Roswell, New Mexico 

and 

Commissioner of Public Lands 
Santa Fe, New Mexico 

Re: North Mull i s Unit 
County of Chaves 
State of New Mexico 
No, 14-08-0001-6788 

The "Unit Agreement f o r the Development and Operation of the North Mullis Unit 
Area, County of Chaves, State of New Mexico" dated the 15th day of March, I960, was 
approved by the Acting Director on the 27th day of May, I960, 

North Mullis Unit Well No. 1, located 1780 feet from the South l i n e and 660 
feet from the East l i n e of Section 33, T-14-S, R-29-E, Chaves County, New Mexico, 
was timely spudded on A p r i l 7, I960 and d r i l l e d to a t o t a l depth of 10,475 feet i n 
the Devonian formation. A d r i l l s t e m t e s t was taken of the Devonian formation, which 
was the objective of t h i s t e s t , i n the i n t e r v a l from 10,420 feet to 10,446 feet and 
the recovery from t h i s test was 8,600 feet of sa l t y sulphur water. The top of the 
Devonian formation was encountered at 10,415 feet (a subsea datum of -6,586 feet) 
which proved to be 293 feet below the o r i g i n a l estimate, thereby removing any possi­
b i l i t i e s of a favorable structure, In view of these facts, we now believe the Unit 
Area has been reasonably determined to be incapable of production of unitized sub­
stances i n paying quantities i n the formation tested. 

Section 20 of the Unit Agreement provides for termination of the Unit Agreement 
at any time by not less than seventy-five percentum, on an acreage basis, of the owners 
of working interests signatory, with the approval of the Director and the Commissioner. 
The undersigned, representing more than the required percentum of working interests 
signatory, hereby elect to terminate the said Unit Agreement effective as of December 
1, I960, and respectfully request approval hereof. 

This Notice of Termination may be executed i n any number of counterparts with 
the same force and eff e c t as i f a l l signing parties had executed the same document 
and s h a l l be binding upon a l l those who execute a counterpart hereof, regardless of 
whether or not any counterpart i s executed by any other party owning or claiming an 
inter e s t i n the lands affected hereby, and when so executed s h a l l be binding upon each 
signatory party, his heirs, devisees, or successors i n i n t e r e s t . 

Dated t h i s day of , I960. 

HONOLULU OIL CORPORATION 

By 
President 

ATTEST: 

Secretary 

Address: P. 0. Drawer 1391 
Midland, Texas 

UNIT OPERATOR AND WORKING INTEREST 
OWNER 



Date 
Donald B. Anderson 

Address: Box 660 
Roswell, New Mexico 

Date 

THE BRITISH-AMERICAN OIL PRODUCING COMPANY 

By _ 

ATTESTT 

Date 

Date 

Date 

Address: P. 0. Box 749 
Dallas 21, Texas 

Fred M. Cassidy 

Secretary 

Margaret Cassidy 

Address: P.O. Box 96 
Midland, Texas 

CITIES SERVICE OIL COMPANY 

sy 
Attorney-in-Fact-

Address: Cities Service Bldg. 
B a r t l e s v i l l e , Oklahoma 

Date 

GULF OIL CORPORATION 

By _ _ _ _ _ _ _ _ _ 

ATTEST: 

Attorney-in-Fact 

Date 

Secretary 

Address: P. 0. Box 669 
Roswell, New Mexico 

HONDO OIL & GAS COMPANY 

By 
Vice President 

ATTEST: 

Asst. Secretary 

Address: Box 660 
Roswell, New Mexico 
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SINCLAIR OIL & GAS COMPANY 

By 
Vice President 

ATTEST: 

Asst. Secretary 

Address: P. 0. Box 1470 
Midland, Texas 

SUNRAY MID-CONTINENT OIL COMPANY 

By 
Vice President 

ATTEST: 

Secretary 

Address: 1101 Wilco Bldg. 
Midland, Texas 

TEXAS PACIFIC COAL AND OIL COMPANY 
C — 

Secretary 

Address: P. 0. Box 2110 
Fort Worth 1, Texas 

WORKING INTEREST OWNERS 



STATE OF CALIFORNIA ) 
CITY AND ) ss. 
COUNTY OF SAN FRANCISCO ) 

On t h i s day of , 19 , before me appeared 
, to me personally known, who, being by me duly sworn, 

did say that he i s the President of HONOLULU OIL CORPORATION, and that the 
seal af f i x e d to said instrument i s the corporate seal of said corporation, and that 
said instrument was signed and sealed i n behalf of said corporation by authority of 
i t s board of directors, and said acknowledged said 
instrument to be the free act and deed of said corporation. 

Given under my hand and seal of o f f i c e t h i s day of 
19 

My commission expires: August 28, 1963 

HELEN G. BOYLE 
Notary Public i n and for said 
City and County and State 

STATE OF NEW MEXICO 

COUNTY OF CHAVES 

On t h i s 

) ss. 

day of _, 19 , before me personally 
appeared DONALD B. ANDERSON, to me known to be the person described i n and who executed 
the foregoing instrument, and acknowledged that he executed the same as his free act 
and deed. 

Given under my hand and seal of o f f i c e t h i s day of 
19 

Notary Public i n and fo r said 
County and State 

My commission expires: 

STATE OF TEXAS 

ss 
COUNTY OF DALLAS ) 

/)0n t h i s /^p. day of lOsL^f O ^ A ^ J L A . ^ , 19__ before me appeared 
Ubi -^^JU. do . w 6 - ^ y - , to me personally known, who, being by me duly sworn, 

did say that he i s the AtTORNEY-t^Aglerit of THE BRITISH-AMERICAN OIL PRODUCING COMPANY, 
and that the seal a f f i x e d to said instrument i s the corporate seal of said corporation, 
and that said instrument was signed and sealed i n behalf of said corporation by authority 
of I t s board of directors, and said L j 2 ^ < ^ ^ i j L „ r / dL^-y acknowledged said 
instrument to be the free act and deed of said corporation 

My commission expires: 

AW CO.AAuSSION EXi>iR=S JUNE 1, 1961 

Publip i n and for saj 
County and State 



STATE OF TEXAS 

COUNTY OF MIDLAND 

On t h i s 

ss, 

day of ., 19 , before me personally 
appeared FRED M. CASSIDY, and wife, MARGARET CASSIDY, to me known to be the persons 
described i n and who executed the foregoing instrument, and acknowledged that they 
executed the same as t h e i r free act and deed. 

Given under my hand and seal of o f f i c e this 
19 

day of 

My commission expires ° 

Notary Public i n and for said 
County and State 

ss. 

STATE OF OKLAHOMA ) 
) 

COUNTY OF WASHINGTON ) 

On t h i s ______ day of 
appeared , to me known to be the person who executed the 
foregoing instrument i n behalf of CITIES SERVICE OIL COMPANY, and acknowledged that he 
executed the same as the free act and deed of said CITIES SERVICE OIL COMPANY. 

19 , before me personally 

Given under my hand and seal of o f f i c e t h i s day of 
19 

My commission expires: 

Notary Public i n and for said 
County and State 

STATE OF NEW MEXICO 

COUNTY OF CHAVES 

On t h i s 
appeared 

day of 

ss, 

, 19 , before me personally 
to me known to be the person who executed 

the foregoing instrument i n behalf of GULF OIL CORPORATION, and acknowledged that he 
executed the same as the free act and deed of said GULF OIL CORPORATION. 

Given under my hand and seal of o f f i c e t h i s 
19 

day of 

My commission expires: 

Notary Public i n and for said 
County and State 

_ 5 _ 



STATE OF NEW MEXICO ) 
) ss. 

COUNTY OF CHAVES ) 

On t h i s day of > 19 , before me appeared ______ 
, to me personally known, who, being by me duly sworn, did 

say that, he i s the President of HONDO OIL & GAS COMPANY, and that the seal 
af f i x e d to said instrument i s the corporate seal of said corporation, and that said 
instrument was signed and sealed i n behalf of said corporation by authority of i t s 
board of directors, and said acknowledged said 
Instrument to be the free act and deed of said corporation. 

Given under my hand and seal of o f f i c e t h i s _______ day of 
19 

My commission expires: 

Notary .Public i n and for said 
County and State 

STATE OF TEXAS 

COUNTY OF MIDLAND 

On t h i s 

) ss, 

day of 19 before me appeared 

say that he i s the 
, to me personally known, who, being by me duly sworn, did 

_____ President of SINCLAIR OIL & GAS COMPANY, and that the seal 
af f i x e d to said instrument i s the corporate seal of said corporation, and that said 
instrument was signed and sealed i n behaif of said corporation by authority of i t s 
board of directors, and said ________________________________ acknowledged said 
instrument to be the free act and deed cf said corporation. 

Given under my hand and seal of o f f i c e this day of 
19 

My commission expires: 

Notary Public i n and for said 
County and State 

STATE OF OKLAHOMA 

COUNTY OF TULSA 

On t h i s 

ss. 

day of 19 before me appeared 
, to me personally known, who, being by me duly sworn, did 

say that he i s the President of SUNRAY MID-CONTINENT OIL COMPANY, and thai 
the seal a f f i x e d to said instrument i s the corporate seal of said corporation, and 
that said instrument was signed and sealed i n behalf of said corporation by authority 
of i t s board of directors, and said acknowledged said 
instrument to be the free act and deed of said corporation. 

Given under my hand and seal of o f f i c e t h i s day of 
19 

Notary Public i n and for said 
County and State 

My commission expires: 

- A _ 



STATE OF TEXAS ) 
) 

COUNTY OF IARRANT ) 

3otl 

ss, 

On this 
<̂ 1, Dickey 

day of 
<S^i^X~£^^t^-^^, 19j__, before me appeared 

, to me personally known, who, being by me duly sworn, did 
say that he is the V J A J > ^ President of TEXAS PACIFIC COAL AND OIL COMPANY, and that 
the seal affixed to said instrument Is the corporate seal of said corporation, and 
tha^: said instrument was signed and sealed i n behalf of said corporation by authority 
of i t s board of directors, and said R. I . Dickey , acknowledged said 
Instrument to be the free act and deed of said corporation, 

day of Given under my hand and seal of office this 
19J_2° 

Notary .Public i n and for said 

My commission expires CLAIRE S M I T H 
County and State 



HoKro_.__.~T OIL C3OR_®O:B_V__O~* ••/ u 
P. O. DRAWER 1391 L -.'-"-"'v^ •'* / S —* 

M I D _ _ « » , T K X A S 

January 3 , 1961. 

New Mexico O i l Conservation Commission 
P. O . Box 871 
Santa Fe, New Mexico Re: North Mul l is Unit Agreement 

N o . 14-08-0001-6788 
Gentlemen: Chaves County, New Mexico 

In connection wi th the above-captioned Uni t , we are 
enclosing herewith the fo l low ing : 

1 . One copy of Not ice of Termination executed by 
Honolulu O i l Corporation, Donald B. Anderson, 
Fred M . Cassidy, Cities Service O i l Company, 
Gu l f O i l Corporation, Hondo O i l & Gas Company, 
Sinclair O i l & Gas Company and Sunray M i d -
Continent O i l Company. 

2 . One copy of Not ice of Termination executed by 
The British-American O i l Producing Company and 
Texas Pacific Coal and O i l Company. 

The enclosed documents represent complete consent by 
a l l parties for termination of this Un i t . We are sorry we were unable to 
del iver this document to you sooner but the delay occasioned by the number 
of signatures required and the holdiay season prohibited i t . 

Please furnish us a copy of your order dissolving this Unit 
when i t is ava i lab le . 

We wish to thank your of f ice for your cooperation in the 
operation of this Un i t . 

Yours very t ru ly , 

HONOLULU OIL CORPORATION 

By 'tjxt'VUl 
Leo Brady 

LB/sc 
Enclosures 



NOTICE OF TERMINATION 

The Director 
United States Geological Survey 
Washington 25, D. C. 

Through 

Regional O i l and Gas Supervisor 
United States Geological Survey 
Roswell, New Mexico 

and 

Commissioner of Public Lands 
Santa Fe, New Mexico 

Re : North Mull i s Unit 
County of Chaves 
State of New Mexico 
No. 14-08-0001-6788 

The "Unit Agreement f o r the Development and Operation of the North Mullis Unit 
Area, County of Chaves, State of New Mexico" dated the 15th day of March, I960, was 
approved by the Acting Director on the 27th day of May, 19600 

North Mullis Unit Well No. 1, located 1780 feet from the South l i n e and 660 
feet from the East l i n e of Section 33, T-14-S, R-29-E, Chaves County, New Mexico, 
was timely spudded on A p r i l 7, 1960 and d r i l l e d "io a t o t a l depth of 10,475 feet i n 
the Devonian formation. A d r i l l s t e m t e s t was taken of the Devonian formation, which 
was the objective of t h i s t e s t , i n the i n t e r v a l from 10,420 feet to 10,446 feet and 
the recovery from t h i s test was 8,600 feet of sa l t y sulphur water„ The top of the 
Devonian formation was encountered at 10,415 feet (a subsea datum of -6,586 feet) 
which proved to be 293 feet below the o r i g i n a l estimate, thereby removing any possi­
b i l i t i e s of a favorable structure„ In view of these facts, we now believe the Unit 
Area has been reasonably determined to be incapable of production of unitized sub­
stances i n paying quantities i n the formation tested. 

Section 20 of the Unit Agreement provides f o r termination of the Unit Agreement 
at any time by not less than seventy-five percentum, on an acreage basis, of the owners 
of working interests signatory, with the approval of the Director and the Commissioner. 
The undersigned, representing more than the required percentum of working interests 
signatory, hereby elect to terminate the said Unit Agreement eff e c t i v e as of December 
1, I960, and respectfully request approval hereof. 

This Notice of Termination may be executed i n any number of counterparts with 
the same force and ef f e c t as i f a l l signing parties had executed the same document 
and s h a l l be binding upon a l l those who execute a counterpart hereof, regardless of 
whether or not any counterpart i s executed by any other party owning or claiming an 
inter e s t i n the lands affected hereby, and when so executed s h a l l be binding upon each 
signatory party, his heirs, devisees, or successors In i n t e r e s t . 

Dated t h i s 10th day of November , I960. 

' Executivei V i c e ^ e s i d e n t 
Exploration, Development and Production 
ATTEST: 

Address: P. 0. Drawer 1391 
Midland, Texas 

UNIT OPERATOR AND WORKING INTEREST 
/-sitm-r—r-i 



Date 

Date 

Date 

Date 

Donald B. Anderson 

Address: Box 660 
Roswell, New Mexico 

THE BRITISH-AMERICAN OIL PRODUCING COMPANY 

By , 
Vice President 

ATTEST: 

Secretary 

Address : P.O. Box 749 
Dallas 21, Texas 

2)u 
Fred M. Cassidy 

rgaret Cassidy~f 

Address: P. 0. Box 96 
Midland, Texas 

Date 

Date 

Date 

CITIES SERVIC 

By 
Attorney-in-Fact 

Address: Cities Service Bldg. 
Bartlesville, Oklahoma 

Attorney-in-Fact 

Asat- Secretary 

Kt*t-

P. Oo Box 669 
Roswell, New Mexico 

& GAS 0 

Vice President 

ATTEST: 

-Aua L ."Secretary 

Address: Box 660 
Roswell, New Mexico 

- ? -



Date DEC 5 1960 

Date 
i'tU 13 I960 

Date 

SINCLAIR OIL & GAS COMPANY 

By-
Vice Presidentll 

ATTEST: 

cad 
Asst. Secretary 

Address: P. 0. Bok 1470 
Midland, Texas 

SUNRAY MID-CONTINENT OIL COMPANY 

By ?' 

ATTEST; 

Vice President ^ r y t t / j 

I 

Assistant Se cretary 

Address: 1101 Wilco Bldg, 
Midland, Texas 

TEXAS PACIFIC COAL AND OIL COMPANY 

By 
Vice President 

ATTEST: 

Secretary 

Address: P. 0. Box 2110 
Fort Worth 1, Texas 

WORKING INTEREST OWNERS 



STATE OF CALIFORNIA ) 
CITY AND ) 
COUNTY OF SAN FRANCISCO ) 

On t h i s A - ru day of 

ss 

^l^y^eyn^y^S-^ , 19 Co before me appeared 
, to me personally known, who, being by me duly sworn, 

did say that he i s iSeExec.VicePresident of HONOLULU OIL CORPORATION, and that the 
seal affixed to said instrument i s the corporate seal of said corporation, and that 
said instrument was signed and sealed i n behalf of said corporation by authority of 
i t s board of directors, and said A C r > r 3 W B , \ y acknowledged said 
instrument to be the free act and deed of said corporation. 

Given under my hand and seal of o f f i c e t h i s day of 
19 bo 

My commission expires : August 28, 1963 

HELEN G. BOYI 
Notary Public i n and for said 
City and County and State 

STATE OF NEW MEXICO 

COUNTY OF CHAVES 
ss, 

On t h i s day of /l^i before me personally 
appeared DONALD B. ANDERSON, to me known to be the person described In and who executed 
the foregoing Instrument, and acknowledged that he executed the same as his free act 
and deed. 

19, _ 
Given under my hand and seal of o f f i c e t h i s x day of 

My commission expires: 

Motary Public I n and foresaid 
County and State 

STATE OF TEXAS 

COUNTY OF DALLAS 
ss 

On t h i s day of 19 before me appeared 

did say that he i s the 
, to me personally known, who, being by me duly sworn, 
President of THE BRITISH-AMERICAN OIL PRODUCING COMPANY, 

and that the seal a f f i x e d to said instrument i s the corporate seal of said corporation, 
and that said instrument was signed and sealed i n behalf of said corporation by authority 
of i t s board of directors, and said acknowledged said 
instrument to be the free act and deed of said corporation. 

My commission expires: 

Notary Public i n and f o r said 
County and State 



STATE OF TEXAS 

COUNTY OF MIDLAND 
ss, 

On this / _>>4£ day of U ^ H > ^ t u J l ^ \ 19 do A before me personally 
appeared FRED M. CASSIDY, and wife, MARGARET CASSIDY, to me known to be the persons 
described in and who executed the foregoing instrument, and acknowledged that they 
executed the same as their free act and deed. 

I960 . 
Given under my hand and seal of office this / lo / f x day of l^6n^-c^^ij2^' 

Notary Rhblic in and for said 
County and State 

commission expires: 

0 
STATE OF OKLAHOMA 

COUNTY OF WASHINGTON 

On thi 
appeared 

ss, 

lis jj'd' day of 
Mart T, ~ayton 

^/^_^_-^__^__fc.<y , 19___, before me personally 
_, to me known to be the person who executed the 

foregoing instrument i n behalf of CITIES SERVICE OIL COMPANY, and acknowledged that he 
executed the same as the free act and deed of said CITIES SERVICE OIL COMPANY. 

Given under my hand and seal of office this 
19£_. 

My Commission Expires April 23,1962 

My commission expires: 

j t f z / i w of . T ) ^ * S . 

>tary Public in and for s_fid 
County and State 

STATE OF NEW MEXICO ) 
) ss. 

COUNTY OF CHAVES ) 

On this day of "^^V-e^ec^S-e^ _ ; 19_̂ __, before me personally 
appeared •>'••. H. GHEILSHFAR , to me known to be the person who executed 
the foregoing instrument i n behalf of GULF OIL CORPORATION, and acknowledged that he 
executed the same as the free act and deed of said GULF OIL CORPORATION. 

Given under my hand and seal of office this ^ day of </^^>Le^^^tt^-£^r 

19____. 

Notary Public in and<**Lor s^rrd"" 
County and State 

My commission expires: 



STATE OF NEW MEXICO ) 
) ss. 

COUNTY OF CHAVES ) 

On t h i s _J_______^day of J \ S £ > < 19 & Q, before me appeared ______ 
Donald B. Anflpmnn , "to me personally known, who, being by me duly sworn, did 

say that he i s the yicfl President of HONDO OIL & GAS COMPANY, and that the seal 
af f i x e d to said instrument Is the corporate seal of said corporation, and that said 
instrument was signed and sealed i n behalf of said corporation by authority of i t s 
board of directors, and said Donald B. Anderson acknowledged said 
instrument to be the free act and deed of said corporation^. 

Given under my hand and seal of o f f i c e t h i s /~ f day of 

My commission expires: 

Notary Public i n and for 
County and State 

STATE OF TEXAS 

COUNTY OF MIDLAND 
ss, 

_ On t h i s 

R I Fl STON 
day of ±9____., before me appeared 

say that he i s the 
_, to me personally known, who, being by me duly sworn, did 

Vice President of SINCLAIR OIL & GAS COMPANY, and that the seal, 
a f f i x e d to said instrument i s the corporate seal of said corporation, and that said 
instrument was signed and sealed i n behalf of said corporation by authority of i t s 
board of directors, and said R. L. ELSTON acknowledged said 
Instrument to be the free act and deed cf said corporation. 

Given under my hand and seal of office this — day of ^(j^L?^^^AsJiJ 
19_ O 

____ 

My commission expires: £ ' ' / 

Notarypublic i n ano for said 
County and State 

STATE OF OKLAHOMA 

COUNTY OF TULSA 
) ss. 

On t h i s _____2J_f'day of _Q before me appeared 

%. 0» Ear dor 
say that he is the 

to me personally known, who, being by me duly sworn, did 
President of SUNRAY MID-CONTINENT OIL COMPANY, and that 

the seal a f f i x e d to said instrument i s the corporate seal of said corporation, and 
that said instrument was signed and sealed i n behalf of said corporation by authority 
of i t s board of directors, and said n„—. _ acknowledged said 
instrument to be the free act and deed of §fea^cor^§£§??on. 

19J_ 
Given under my hand and seal of o f f i c e this day ofSt. (P~^<L^V>JUAJ 

My commission expires: 

K"""- » ' - ?• p:<blte 
1 ' '• " c,;: o. .-.am* 
1 . " . J J . . U S 

Not^&ry Pifblic i n and f o r said 
"County and State 

6 -



STATE OF TEXAS ) 
) ss. 

COUNTY OF TARRANT ) 

On this _______ day of , 19_ , before me appeared _______ 
, to me personally known, who, being by me duly sworn, did 

say that he is the President of TEXAS PACIFIC COAL AND OIL COMPANY, and that 
the seal affixed to said instrument is the corporate seal of said corporation, and 
that said instrument was signed and sealed in behalf of said corporation by authority 
of i t s board of directors, and said , acknowledged said 
instrument to be the free act and deed of said corporation„ 

Given under my hand and seal of office this _______ day of 
19 . 

My commission expires: 

Notary Public i n and for said 
County and State 



J . M . H E R V E Y 1 8 7 4 - 1 9 5 3 

H I R A M M D O W 

C L A R E N C E E . H I N K L E 

W E B O N D U R A N T , J R . 

G E O R G E H . H U N K E R , J R . 

H O W A R D C . B R A T T O N 

S . B . C H R I S T Y IV 

L E W I S C . C O X , J R . 

P A U L W . E A T O N , J R . 

R O B E R T C . B L E D S O E 

L A W O F F . C E S 

HERVEY, D O W & *K 4 Nw_&»>^ 

H I N K L E B U I L D I N G 

R O S W E L L , N E W M E X I C O 

June 9, 19&0 
^ I T j l L E P H O N E M A I N 2 - 6 5 I O 

^ _ J O S T O F F I C E B o x 5 - 4 7 

The New Mexico O i l Conservation Commission 
Box 871 
Santa Fe, New Mexico 

Re: North Mullis Unit 
Case No. 1925 
Our No. 129-28 

Gentlemen: 

I n compliance with Order R-1640 i n the above case, 
we hand you herewith one copy of the Certification--Deter-
mination r e f l e c t i n g the approval of the Director, U. S. 
Geological Survey to the above Unit; t h i s C e r t i f i c a t i o n - -
Determination bears contract No. 14-08-0001-6788 and i s 
dated May 27, i960. 

Pursuant to Section 20 of the Unit Agreement, the 
same i s e f f e c t i v e May 27, i960. 

I f f u r t h e r material i s required by your o f f i c e 
please advise. 

Respectfully, 

HERVEY, D0Wf& HINKLE 

SBC:mke 
Encl. 



C O P Y H E R V E Y , D O W & H I N K L E , A T T O R N E Y S 
R O S W E L L , N E W M E X I C O 

May 18, I960 

/ 

United States Geological Survey 
Box 6721 
Roswell., Hew Mexloo 

Commissioner of Public Lands 
Box T91 
Santa Fe, Mew Mexico 
New Mexico Oil Conservation Commission 
Box 871 
Santa Fe, Hew nexioo 

Gentlemen3 

We enclose herewith to the Supervisor six copies, to 
the Commissioner two copies, and to the Commission one 
copy, each of a ftatification and Joinder of the above 
Unit Agreement executed by J. G. Th©mhill and Alma Doyle 
Thornhill, hie wife, covering the captioned unltj this 
ratification relates to a royalty interest in Tract 15. 

Exhibit B to the Unit Agreement previouely submitted 
you shows C. C. Byars as owning a 6.25£ overriding royalty 
interest In Tract 15, and we are advised that a recent check 
of the applicable records reflects that Mr. Byars sold one-
half of this interest to George H. Hunker, Jr. and the re­
maining one-helf Interest to J. 6. Thomhlll. Therefore, 
the enclosed ratification covers a net 3.125jf overriding 
royalty under said Tract 15, being one-half of the interest 
credited to Mr. Byars in the Exhibit B you now hold. 

As we have previously advised you a revision of Sxhlbit 
B is now being prepared by the Unit Operator, and the same 
will reflect the above revision ln ownership; however, i t 
is trusted that you will be In a position to approve the 
Unit Agreement before the submission of such revision since 
a sufficient percentage of other working and royalty inter­
ests have been effectively committed under the initial Ex­
hibit B. 

Re: North Mullis Unit 
Chaves County, New Mexico 

Respectfully, 

SBC: take 
E n d s . 

c c : Honolulu O i l Corporation 
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A p r i l 13, I960 

New Mexico O i l Conservation Commission 
Box 871 
Santa Fe, New Mexico 

Re: North Mullis Unit 
Our No. 129-28 

Gentlemen: 

We are enclosing herewith one copy of the revised 
form of Unit Agreement and one copy of the revised form of 
Unit Operating Agreement, both i n connection w i t h the above 
Unit Area. 

You may remember that the o r i g i n a l versions of these 
instruments have previously been submitted to you. There 
have been only minor changed i n the enclosed instruments, 
p r i n c i p a l l y to meet the requirements of the Commissioner 
of Public Lands and to correct typographical errors; however, 
we do not believe that there have been any changes with 
respect to the overa l l context of the agreements. 

We t r u s t the above f u l f i l l s your requirements, but 
i f anything f u r t h e r i s desired, please advise. 

Respectfully yours, 

HERVEY, DOW & HINKLE 

By_ 
SBC: ke 
Enc. 
cc: Honolulu O i l Corporation 



P. O . D R A W E R 1 3 9 1 

Februa ry 26, I960 

M r . A . L . P o r t e r , J r . / ^ ^ f Z ^ ^ - / ^ 
Secretary and Director of New Mexico Oil Conservation U<S 
P. O. Box 871 
Santa Fe, New Mex ico 

F i l e d w i t h M r . John Anderson, Regional 
Supervisor , U . S. G. S. 
Roswel l , New Mexico 

Subject: Proposed N o r t h M u l l i ^ D r j i J ± a g Unit , 
T - 1 4 & 15-S, R-29-E , Chaves"County, 
New Mexico 

Dear M r . P o r t e r : 

This i s a request by severa l opera tors , who are i den t i f i ed 
on the attached Exh ib i t " A " , to f o r m a d r i l l i n g unit w i t h Honolulu O i l 
Corpo ra t i on to be the uni t opera tor . The uni t area i s to include a l l of 
Sections 33 and 34, T-14-S, R -29 -E , and the N / 2 of Section 3, N / 2 of 
Section 4, T-15-S, R -29 -E , Chaves County, New Mexico , as iden t i f i ed 
on Exh ib i t " A " . 

The object of f o r m i n g such a uni t is the j o i n t - d r i l l i n g of a 
Devonian test to a depth of no greater than 10, 400 feet . The top of 
the Devonian i s est imated to be 10, 200 feet at th i s loca t ion . 

At t en t ion is inv i t ed to the urgency imposed upon the c o m ­
mencement and comple t ion of th is tes t because of the ea r ly date of 
exp i ra t ion (June 30, I960), Fede ra l lease No . 060546, held by the 
Hondo O i l Corpora t ion (prev ious ly i den t i f i ed as M a l c o ) . 

There i s a t o t a l o:lJ.,J^1^2-a'<rres i n the proposed unit area 
which a re disposed as f o l l o w s : 

Fede ra l 1241.92 
State Lands 360. 00 
Fee Lands 320.00 

The r equ i r ed s e r i a l numbers of both Fede ra l and State lands 
are i den t i f i ed on the attached Exh ib i t " A " . A b r i e f geological and geo­
phys ica l summary i s , w i t h a se ismic map v i den t i f i ed as Exh ib i t " B " . I t 
i s requested that a l l agencies t r ea t th i s ma t te r as "Conf iden t i a l " . 



M r . A . L . P o r t e r , J r . 
Page 2 
F e b r u a r y 26, I960 

This w i l l be an undivided type or a f u l l y pa r t i c ipa t ing uni t . 

The June, 1957, r e v i s i o n of the standard f o r m Unit Agree ­
ment, recommended by the United States Geological Survey, w i l l be 
used w i t h an appropr ia te State Lands p r o v i s i o n . 

I t i s r e spec t fu l l y requested that the uni t be approved as 
out l ined, at the ea r l i e s t possible moment , because the area included 
i n the unit covers the seismic anomaly adequately and because the 
m i n i m u m number of operators that a re d i r e c t l y a f fec ted by the d r i l l ­
ing of th is test on a j o in t basis i n the t i m e ava i lab le . 

Respect fu l ly submit ted, 

H O N O L U L U O I L CORPORATION 

W. T . Schneider 
D i v i s i o n Manager at Mid land 

WTSrdm 

Enclosures 



C O N F I D E N T I A L 

GEOLOGICAL- AND GEOPHYSICAL REPORT 
PROPOSED NORTH MULLIS DRILLING UNIT 

T-14 & 15 -S, R-29-E 
CHAVES COUNTY, NEW M E X X O 

It is the desire oi the operators, who hare leases within 
the proposed ualt boundaries, fcc> d r i l l a Devonian .formation test to 
be located i n Sectioa 33, T-14-S, R-29-E, 1980 feet f r o m the south 
line aad 660 feet f r o m the east line of said sectioa. This location 
was a r r ived at on the basis o i >reO® -Hon seismograph surveys con­
ducted vn two different cess ions by the Hos&oluln Oi l Corporation.. 

GEOLOGYh GEOPHYSCS 

The pr imary objectir© of the proposed unit well w i l l tee 
the Devonian doiomite, the top of which is anticipated at a depth of 
10, 200 feet. Overlying the Deyo&iasi. is a column of Permiam, Penn-
STl-yaniani* aad Mississippian sediments which may contain secondary 
objectives. The Devonian formation, is a porous, f luid-bear ing f o r ­
mation this area. Its lithologic characteristics, being a crystalline 
aad in places a crystall ized vug ula r porous dolomite, are such that i t 
provides excellent reservoirs . 

A seismic a&omalf, mapped by reflections f r o m approximately 
the top of the Mississippian formation overlying the Devonian, indicates 
the presence of a structural reversal oa a regionally dippping Miss iss ­
ippian surface. This surface dips at an average rate of 125 feet per mile 
to the southeast. The structure is domal in outline with an area within 
the lowest closing contour of approximately 1,400 acres. 

The nature of the continuity of the seismic reflections i n the 
southwest portion of th® area of the anomaly strongly suggests the pre­
sence of a faul t . The reflecting horizons on either side of the indicated 
fault zoiae appear to be displaced by approximately 225 feet vert ical ly , 
Surface or weathering conditions do not appear to account fo r the ano­
malous condition that is found. Seismic reflections are clear and good 
oa either side of the fault zone. The trace of the fault zone bears North 
45* West, 

The structure as indicated on the attached Exhibit " B " , is re­
presented i n terms of seismic t ime (malts of a second) rather than the 
usual dapth in feet, therefore, the lesser t ime represents the higher 
structural positon and vise versa. The contour internal of 0„01 seconds 
represents approximately 70 fa<gfe of elevation difference. 



Proposed N . Mul l i s Dr i l l i ng Unit 
Page 2 
February 26, i960 

The nearest deep well control is in the MW/4 NE/4 ol Sec-
t ion 27, T- 14-S, R-29-E, approximately 4, 62,0 feet north of the p ro ­
posed unit boundary. This discovery wel l , d r i l l ed in 1959 and ident­
i f i ed as the Br i t i sh American #1 Hotiolulu-Federal, was dr i l l ed to a 
depth of 10, 360 feet and completed in the Devonian formation. Top of 
the pay is at 10, 218 feet. The in i t ia l potential test was fo r 312 barrels 
of o i i per day, but the well started making water soon after completion. 
OR January 1, I960, the well was reported to be making approximately 
60 barrels of ©il and 60 barrels of water per day. 

The nearest deep test to the south is the Richfield #1 Mul l i s , 
in the SE/4 SW/4, Section 21, T-A5-S, R-29-E, approximately 3 1/4 
miles south of the proposed unit. This teat was abandoned at a total 
depth of 12, 148 i se t £ in the granits, OK August 20, 1947, 

Several shallow tests war© dr i l l ed in the immediate area 
aed are indicated oa the plat, but. none were dr i l led within the unit 
area. These tests encountered mi^or shows of o i l or gas f r o m Upper 
Permian zones that might n e v s as secondary objectives of doubtful 
commercial value. These zones w i l l bs thoroughly tested by coring 
and/or d r i l l s t em testing during ft he dr i l l ing of the test. The possible 
productive formations are the Saa Andres (Upper Permian) at 3, 100 
feet, and several limestone and sandstone formations of Pennsylvanian 
ag© in the interval f r o m 7, 900 to 9, 300 feet; however, the pr imary 
objective, as stated, is the De-urdz:£i formation, anticipated at no 
greater depth than 10, 200 feet'., i t is proposed that a penetration of 
100 feet into the Devonian formation w i l l be made in the event the 
upper portion should be nonporous. 

The basis fo r selecting the boundary of the unit is the desire 
to include the area within the lowest closing contour f l . 100) which is 
the maximum area on the structure that w i l l have commercial production. 
Detailed seismic studies show the B r i t i s h American #1 Honolulu Federal 
(the discovery well) to be located oss. a separate small structure which is 
joined to the main structure in ths uait area by a structurally low connec­
t ion. The B r i t i s h American well is a marginal producer and seems l ikely 
to be the only wel l which w i l l produce on the small feature. Wells dr i l led 
on either structure below the 1„ 100 sec. t ime vaill probably be dry holes. 

W. T. Schneider 
HONOLULU OIL CORPORATION 
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O i L C O N S E R V A T I O N C O M M I S S I O N 
P. O . B O X 871 

SANTA F E , NEW MEXICO 

May 12, i960 

Hervey, Dow & Hinkle 
P. O. Box 547 
Roswell, New Mexico 

Attention: Mr. S. B . Christy IV 

Re: North Mullis Unit, Chaves 
County - Order No. R-1640 

Gentlemen: 

Reference is made to the North Mullis Unit, Chaves County, 
New Mexico, which unit was approved by Order No. R-1640 dated 
March 24, I960. 

The Oil Conservation Commission of New Mexico hereby 
amends said Order No. R-1640 to describe the unit area of the subject 
unit as follows: 

Township 14 South, Range 29 East , NMPM 
Section 33: A l l 
Section 34: Al l 

Township IS South. Range 29 East, NMPM 
Section 3 - Lets 1, 2, 4, S/2 N/2 SW/4; 
Section 4 - Lots 1. 2, 3, S E / 4 NW/4, S/2 NE/4 , N/2 S E / 4 

containing 2001. 70 acres more or less all in Chaves County, New Mexico. 

Order No. R-1640 is further amended to provide that the 



OiL CONSERVATION COMMISSION 
P. O. BOX 871 

SANTA F E , NEW MEXICO 

-2 -

initiai participating area for any formation or for any subsequent revi.ion 
thereof ahall be tubject to the approval of the Oil Conservation Commission. 

Very truly yours, 

A . L . P O R T E R , J r . 
Sec retary -Director 

ALP/DSN/og 

cc: Commissioner of Public Lands - Santa Fe , New Mexico 
U. S. Geological Survey - Roswell 



C O P Y J H E R V E Y , D O W & H I N K L E , A T T O R N E Y ! 
R O S W E L L , N E W M E X I C O 

mrch 2% I960 
ILLEGIBLE 

Mew Maxieo Oil conatwatlon Cooaiouion 
P. 0, Box 8?1 
Santa "o, Hew Mexico 

Attention* HP, A. I*. Porter* J r . , aeors&ajy-^reofcor 

@entle$*nt 
Pursuant to your Order in tn* above oase, request is hereby 

mde for adiaiaisferRtiw a^reml is contract the tmit arm so 
m to doleta *h*#*fr©*j the follOMing described lands: 

and, request la hereby further ,mde for administrative approval 
to <s*pand th* unit arm so as to include th* following described 
lands: 

I f such approval Is given* th© t*nit arm will oonaist of 1321,70 
acres of Fedetml lands, jBo aer«c of state lands and 320 acres of 
fee lands described aa follows! 

sontalalJig feel.70 aer*®# tuor* or leas. 
Your earliest consideration to thla Application would be 

appreciated. 

3BC:db 
Orlg & 2 eet Hew Mexico Oil 

Gonservaticn Desistsalon 
1 cot Cojaseiaoioner of Public lands 
1 cot Honolulu oil Oorpomtlen 

Bet iSorth mi l l s Shit 
Case m. 1925 

Ea^peotfully* 



C O P Y H E R V E Y , D O W & H I N K L E , A T T O R N E Y S 
R O S W E L L , N E W M E X I C O 

March 25* i960 

Cornell soloner of Public Lands 
P. 0, Bex 791 
Santa Fe, Sew Stexico 

Gentlemen* 

mt north leallie Unit 

Supplementing tha Application of Honolulu Oil Corporation 
for approval ef the above unit, which Application was filed on 
torch S3, I960, request is hereby eiade to change the unit 
area boundaries so ae to delete therefroa the following landst 

sec. C~ 4 

and, to add thereto the following lands* 

See. 

If this Application Is approved, the unit area will consist of 
1321,70 acres of Federal lands, 360 aeres of state lands and 320 
acres of fee lands described as follows: 

T» 14 S, 
pee* 33 - &llj 
See. 3* - 4111 

T. 15 St, R, m B«* N.M.P.M. 
see, 3 ~ ieie 1* 2# 3, 4, s£tl§, H|sw£j 
See. ft - lots 1, 2, 3* SJ|lfi*$, s£N££, N|SE£j 

containing 2001,70 aeres, mm or less, 

is originally proposed, the ualt area consisted of 18.73$ 
of state lands, and as revised per above, the unit area would 
consist of 17.99* of state lands, being a net reduction of less 
than 8/10 of 3&' 

We would appreciate your earliest consideration to this 
supplemental Application. 

Respectfully, 

SBC:db 
Orig & 1 cc: CooMlBsioner 

of Penile Lands 
1 oos Mew Mexico Oil Conservation Commission 
1 cei Honolulu Oil Corporation 

ILLEGIBLE 



C O P Y - H E R V E Y , D O W & H I N K L E , A T T O R N E Y S 
R O S W E L L , N E W M E X I C O 

March 25, I960 

Hew Mexico Oil Conservation ooenisslen 
P. o. Box 871 
Santa Fe, Hew Hemic© 

Attention! Mr. A. L, Porter, Jr., Seoretar̂ -Blreofcor 

mt north Mullis Halt 
Case Ho. 1925 

Oentlenent 

Pursuant to yen* Order in the above oase, request is hereby 
made for administrative approval to contract the unit area so 
as to delete tha*«fro« the following deeerlbed lands 1 

§eo/4 - Ht 4- § § # 4 
and, request Is hereby further ssade for administrative approval 
to expand the unit area so as to include the following described 
lands: 

See* 3 - «fiwfj 
Sec. 4 - ??§SS$j 

Xf such approval is given* the unit area will consist of 1321.7c 
adres of Federal lands, 3tk acres of state lands and 330 acres of 
fee lands deeerlbed as follows1 

fy.tit, fa* "t-ff ,s»t W?,t«t 
Sec. 33 - Alii 
Sec. 34 - A.11} 

see. * - tots 1, I , %4,,S|H§, H|Sfeii . 
Sea. 4 - Lots 1, a # 3# &B|fm£, S|HB|, H}SB&s 

containing 3001,70 acres, nore or less, 

Your earliest consideration to this Application would be 
appreciated. 

Respectfully, 

SBCsdb 
Oris & 2 cct Hew Mexico oil 

Conservation Coastfaion 
1 cc» Cousaicaioner of Public lands 
1 act Honolulu Oil Corporation 

\LLEG1BLE 



In v p l y refer to: 
VaLt Division 

Kay 11, I960 

Hr. S. B. Christy IV 
Hervey Dow and Hinkle 
P. 0, Box 547 
Roswell, Mew Mexico 

Re: Honolulu Oil Corporation 
North Mullis Unit 
Chaves County, Kev Mexico 

Gentlemen: 

The Coxraiesioner of Public Lands approved the North 
Mullis Unit, Chaves County, New Mexico, as of May 11, i960, 
and wo are handing Mr. S. B. Christy, six copies of our 
certificate of approval. 

Please furnish us a copy of your unit agreement 
when i t has been fully executed. 

Your official receipt In the amount of $20.00, which 
covers the filing fee Is enclosed herewith. 

Very truly yours, 
MURRAY E. MORGAN 
Qsaslssioner of Public Lands 

BY: 
Ted Bilberry, Supervisor 
Oil and Gas Division 

MEM/MMR/w) 
cc: OCC-Santa Pe 

UBGS-Roswell 



c r - P Y D • P Y 

H D N D L U L U D I L C D R P D R A T I D N 
D R A W E R 1391 

M I D L A N D . T E X A S 

May 19m 

4tr. Iterray * . Horgan 
ftMNsissiotaer of Fwblic Lands 
Santa Fe, Saw Maxieo 

United §tataa Geological Survey 

p. o. Box om 
aosweil, Sew Mexico 

Attentions h* . Jviu* Aaderscm 
Gentiewen; 

fee ara sueleeing herewith aavaral copies of the captioned Unit 
Agreenent t«r year final approval. 

Witb reference to lahibit £• oi tm attached Unit Agreeesnt, which 
waa prepared fraai * caeca ei tha Fedarai, Stata ana* County records, w« 
with td direct yewr attention to th* foi lowing coaaeats: 

foacjs *os^1 aad : 

In tb* overriding royalty a»<s percentage column ©t Exhibit 
i t w i l l ba noted chat tte 3* overxiduig royalty interest xs owned by 
George te»ua liases, individually aod aa Guardian tbe Kstate of Ga i l 
Anna itapkla*. Sea ee typographical error*, thia interest shouid hava 
baaa shown aa belag owned by George Ann* ffaye*, individually aad aa 
Guardian of taa Estata a i Oaxif *«» Hopkins, since Cayie tea Hopkins 
ia aow paat 21 years of ag* aad is warriad, um p#ar«Ua»*hip ef her 
aothet i s ae longer af fect ive; tfe*rafe<r*, tb* Kati f icat ioa waa aigacd 
by George *s»e Maya*, tadivi«iu*ily ; who owns a 5/b of tbe 31 interest 
asd Gayle tern Hopkina Kinney, tadividsaiJy, who owns a 3/is of the 33,. 

t ract ^«_ _4i 

Under aaid overriding royalty a»d percentage c o l i m , i t ia noted 
tbat William a , Sean asd wife, aorothy gum own a U overriding royalty 
interest . MxlLtm V. Umax md aerothy 2uw» ware, divorced ea January 18, 
1^30, and by tbe tonal ef the Divorce i*eer*e, the aaid borothy v*um ac-
S«ired »o interest ia aaid Tract 4. William B, Bune ha* since remarried, 
his present v i l e beiag Wil l ie l m &«a», who joined WUl isa w. ixma » the 
execution of tha Ratif ication aaa Joinder A$r*eamut. 

Tract fete. IS; 

the overriding royalty mterest owned by c C. Syara ia sew 
owned by George ». Hunker, Jr., and wife, Hargaret K, Muokar, who has 
exact*ted tha Ratification aad joinder Agreaamat, attached hereto. 

With reference to the above, plesse ba advised we will furnish a 
corrected Exhibit t i you dees tarn necessary. 

mt Unit Agreement 
Karth Mullis Ifftit Area 
CVtaves Coaai y. Hew Mexico 



Mr. Hurray E, Horgan 
and 

Salted States Geological Survey 
*ay 6, i960 

the Unit Agreesntnt has aeon executed by 100% ef the working interest 
earners and the attached Ratification and Joinder Agxecsarat* represent 
COMPlets eeceUtta*** te the unit ef the royalty earners aad everridiag 
royalty owner* described in Exhibit thereof vith the exception of the 
following: 

traet M#_._ Ijs 

Willi* K. Sacon and wife, Susie L. Bacon being, the owners of a 3/8 
royalty interest. 

waiter Keith and wife, iiaiay **ata betu» the owse** uf a 43,320 roya 
intereat. 

fefferta are being wade t# obt*isi **tification asd Joinder Agreexents 
frcei the above aaaed parties ma «a*4 A^ceaianta will be forwarded to your 
office as soon as they are obtained. 

Ytfure very truly. 

OS/he 
Snel, 

ILLEGIBLE 



C L . C O N S E R V A T I O N C O M M I S S I O N 
P. O . B O X 8 7 1 

S A N T A F E , N E W M E X I C O 

March 25, 1960 

Hr. Sim Christy 
Hervey, Dow & Hinkle 
Box 547 

Roswell, Nev Mexico 

Dear Sir: 
On behalf of your client, Honolulu Oil Corporation, 
we enclose two copies of Order R-1640 in Case 1925 
issued by this Commission on March 24, 1960. 

Very truly yours, 

A. L. PORTER, Jr. 
Secretary-Director 

i r / 

Enclosures: (2) 



MIT AGREEMENT 
FOR THE DEVELOPMENT MD OPERATION OF THE 

NORTH MULLIS UNIT AREA 
CHAVES COUNTY - XEW MEXICO 

No. 

THIS AGREEMENT, entered into as of the 15th day of March, I960, by and between 

the parties subscribing, r a t i f y i n g or consenting hereto, and herein referred to as 

"parties hereto", 

WITNESSETH: 

WHEREAS, the parties hereto are the owners of working, royalty or other o i l or 

gas interests i n the unit area subject to this agreement; and 

WHEREAS, the Mineral Leasing Act of February 25, 1920, 41 Stat. 437, as amended, 

30 U.S.C. Sees. 181, et seq., authorizes Federal lessees and their representatives 

to unite with each other, or j o i n t l y or separately with others, i n collectively adopting 

and operating under a cooperative or unit plan of development or operation or any o i l 

or gas pool, f i e l d or like area, or any part thereof, for the purpose of more properly 

conserving the natural resources thereof whenever determined and certified by the 

Secretary of the Interior to be necessary or advisable in the public interest; and 

WHEREAS, the Commissioner of Fublic Lands of the State of New Mexico is 

authorized by an Act of the Legislature (Chap. 88, Laws 1943) to consent to or approve 

this agreement on behalf of the State of New Mexico, insofar as i t covers and includes 

lands and mineral interests of the State of New Mexico; and 

WHEREAS, the Oil Conservation Commission of the State of New Mexico is authorized 

by law (Chapter 72, Laws of 1935, as amended by Chap. 193, Laws of 1937, Chap. 166, 

Laws of 1941* a n d Chap. 168, Laws of 1949) to approve this agreement, and the conserva­

tion provisions hereof; and 

WHEREAS, the parties hereto hold sufficient interests in the North Mullis Unit 

Area covering the land hereinafter described to give reasonably effective control of 

operations therein; and 

WHEREAS, i t is the purpose of the parties hereto 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 limitations 

herein set forth; 

NOW, THEREFORE, in consideration of the premises and the promises herein con­

tained , the parties hereto commit to this agreement their respective interests in the 



"below-defined unit area, and agree severally among themselves as follows: 

1. ENABLING ACT AND REGULATIONS. The Mineral Leasing Act of February 25, 1920, 

as amended, supra, and a l l valid pertinent regulations, including operating and unit plan 

regulations, heretofore issued thereunder or valid, pertinent, and reasonable regulations 

hereafter issued thereunder are accepted and made a part of this agreement as to Federal 

lands, provided such regulations are not inconsistent with the terms of this agreement; 

and as to non-Federal lands, the o i l and gas operating regulations i n effect as of the 

effective date hereof governing d r i l l i n g and producing operations, not inconsistent 

with the terms hereof or the laws of the State i n which the non-Federal land is located, 

are hereby accepted and made a part of this agreement. 

2. UNIT AREA. The area specified on the map attached hereto marked Exhibit "A" 

is hereby designated and recognized as constituting the unit area, containing 1921.92 

acres, more or less. 

Exhibit "A" shows, in addition to the boundary of the unit area, the 

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

Unit Operator. Exhibit "B" attached hereto is a schedule showing to the extent known 

to the Unit Operator the acreage, percentage, and kind of ownership of o i l and gas 

interests i n a l l land i n the unit area. However, nothing herein or in said schedule 

or map shall be construed as a representation by any party hereto as to the ownership 

of any interest other than such interest or interests as are shown in said map or 

schedule as owned by such party. Exhibits "A" and "B" shall be revised by the Unit 

Operator whenever changes in the unit area render such revision necessary, or when 

requested by the Oil and Gas Supervisor, hereinafter referred to as "Supervisor", 

or Commissioner of Public Lands, hereinafter referred to as "Commissioner" and not 

less than six copies of the revised exhibits shall be f i l e d with the Supervisor, 

and at least one copy shall be f i l e d with the Commissioner and one copy with the 

New Mexico Oil Conservation Commission, hereinafter referred to as "Commission". 

The above described unit 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, or shall be contracted to exclude lands not 

within any participating area whenever such expansion or contraction is necessary 

or advisable to conform with the purposes of this agreement. Such expansion or 

contraction shall be effected i n the following manner: 



(a) Unit Operator, on i t s own motion or on demand of the Director of the 

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

Commissioner, after preliminary concurrence "by the Director, shall prepare a notice 

of proposed expansion or contraction describing the contemplated changes i n the 

boundaries of the unit area, the reasons therefor, and the proposed effective date 

thereof, preferably the f i r s t day of a month subsequent to the date of notice. 

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

the Commission and copies thereof mailed to the last known address of each working 

interest owner, lessee, and lessor whose interests are affected, advising that 30 

days w i l l be allowed for submission to the Unit Operator of any objections. 

(c) Upon expiration of the 30-day period provided in the preceding item 

(b) hereof, Unit Operator shall f i l e with the Supervisor, the Commissioner and the 

Commission evidence of mailing of the notice of expansion or contraction and a copy of 

any objections thereto which have been f i l e d with the Unit Operator, together with an 

application in sufficient number, for approval of such expansion or contraction and 

with appropriate joinders. 

(d) After due consideration of a l l pertinent information, the expansion or 

contraction shall, upon approval by the Director, the Commissioner, and the Commission 

become effective as of the date prescribed in the notice thereof. 

(e) A l l legal subdivisions of unitized lands ( i . e . , 40 acres by Government 

Survey or i t s nearest l o t or tract equivalent in instances of irregular surveys; 

however, unusually large lots or tracts shall be considered i n multiples of 40 acres, 

or the nearest aliquot equivalent thereof, for the purpose of elimination under this 

subsection), no parts of which are entitled to be in a participating area within 

5 years after the f i r s t day of the month following the effective date of the f i r s t 

i n i t i a l participating area established under this unit agreement, shall be eliminated 

automatically from this agreement, effective as of the f i r s t day thereafter, and such 

lands shall no longer be a part of the unit area and shall no longer be subject to 

this agreement, unless at the expiration of said 5-year period diligent d r i l l i n g 

operations are in progress on unitized lands not entitled to participation, i n which 

event a l l such lands shall remain subject hereto for so long as such d r i l l i n g operations 

are continued diligently, with not more than 90 days' time elapsing between the com­

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



time allowed between such wells shall not expire earlier than 30 days after the 

expiration of any period of time during which d r i l l i n g operations are prevented 

by a matter beyond the reasonable control of Unit Operator as set forth i n the 

section hereof entitled "Unavoidable Delay"; provided that a l l legal subdivisions of 

lands not i n a participating area and not entitled to become participating under the 

applicable provisions of this agreement within 10 years after said f i r s t day of the 

m onth following the effective date of said f i r s t i n i t i a l participating area shall be 

eliminated ae above specified, Determination of creditable "unavoidable delay" time 

shall be made by Unit Operator and subject to approval of the Director and Commissioner. 

The Unit Operator shall, within 90 days after the effective date of any elimination 

hereunder, describe the area so eliminated to the satisfaction of the Director and 

Commissioner and promptly notify a l l parties in interest. 

I f conditions warrant extension of the 10-year period specified i n this Sub­

section 2 (e), a single extension of not to exceed 2 years may be accomplished by 

consent of the owners of 90t of the current unitized working interests and 60% of the 

current unitized basic royalty interests (exclusive of the basic royalty interests 

of the United States), on a to t a l nonparticipating-acreage basis, respectively, with 

approval of the Director and Commissioner, provided such extension application is 

submitted to the Director and the Commissioner not later than 60 days prior to the 

expiration of said 10-year period. 

Any expansion of the unit area pursuant to this section which embraces lands 

"heretofore eliminated pursuant to this .Subsection 2 (e) shall not be considered 

automatic commitment or recommitment of such lands. 

3. UNITIZED IAXD AND UNITIZED SUBSTANCES: A l l land committed to this agree­

ment shall constitute land referred to herein as "unitized land" or "land subject to 

this agreement." A l l o i l and gas in any and a l l formations of the unitized land are 

unitized under the terms of this agreement and herein are called "unitized substances," 

4̂  UNIT OPERATOR: HONOLULU OIL CORPORATION, a Delaware corporation with 

offices at Midland, Texas, is hereby designated as Unit Operator and by signature 

hereto as Unit Operator agrees and consents to accept the duties and obligations of 

Unit Operator for the discovery, development, and production of unitized substances 

as herein provided. Whenever reference is made herein to the Unit Operator, such 

reference meant the Unit Operator acting in that capacity and not as an owner of 



interests i n unitized substances, and the term "working interest owner" when used 

herein shall include or refer to Unit Operator as the owner of a working interest 

when such an interest is owned by i t = 

5. RESIGNATION OR REMOVAL OF UNIT OPERATOR: Unit Operator shall have the 

right to resign at any time prior to the establishment of a participating area or 

areas hereunder, but such resignation shall not become effective so as to release 

Unit Operator from the duties and obligations of Unit Operator and terminate Unit 

Operator's rights as such for a period of six months after notice of intention to 

resign has been served by Unit Operator on a l l working interest owners, the Director 

and the Commissioner and the Commission, and u n t i l a l l wells then d r i l l e d hereunder 

are placed i n a satisfactory condition for suspension or abandonment whichever is 

required by the Supervisor as to Federal Lands and the Commission as to State and 

privately owned lands, unless a new Unit Operator shall have been selected and 

approved and shall have taken over and assumed the duties and obligations of Unit 

Operator prior to the expiration of said period. 

Unit Operator shall have the right to resign i n like manner and subject to 

l i k e limitations as above provided at any time a participating area established 

hereunder is i n existence, but, i n a l l instances of resignation or removal, u n t i l 

a successor Unit Operator is selected and approved as hereinafter provided, the 

working interest owners shall be j o i n t l y responsible for performance of the duties 

of Unit Operator, and shall not later than 30 days before such resignation or 

removal becomes effective appoint a common agent to represent them in any action to 

be taken hereunder. 

The resignation of Unit Operator shall not release Unit Operator from any 

l i a b i l i t y for any default by i t hereunder occurring prior to the effective date of 

i t s resignation. 

The Unit Operator may, upon default or failure i n the performance of i t s 

duties or obligations hereunder, be subject to removal by the same percentage vote 

of the owners of working interests determined i n like manner as herein provided for 

the selection of a new Unit Operator. Such removal shall be effective upon notice 

thereof to the Director and the Commissioner. 

The resignation or removal of Unit Operator under this agreement shall not 

terminate i t s right, t i t l e , or interest as the owner of a working interest or other 
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interest i n unitized substances, but upon the resignation or removal of Unit Operator 

becoming effective, such Unit Operator shall deliver possession of a l l equipment, 

materials, and appurtenances used in conducting the unit operations and owned by the 

working interest owners to the new duly qualified successor Unit Operator or to the 

owners thereof i f no such new Unit Operator is elected, to be used for the purpose 

of conducting unit operations hereunder. Nothing herein shall be construed as 

authorizing removal of any material, equipment and appurtenances needed for the 

preservation of any wells. 

6. SUCCESSOR UNIT OPERATOR: Whenever the Unit Operator shall tender his 

or i t s resignation as Unit Operator or shall be removed as hereinabove provided, the 

owners of the working interests in the participating area or areas according to 

their respective acreage interests in such participating area or areas, or, u n t i l 

a participating area shall have been established, the owners of the working interests 

according to their respective acreage interests i n a l l unitized land, shall by 

majority vote select a successor, Unit Operator; Provided, That, i f a majority but 

less than 75% of the working interests qualified to vote are owned by one party to 

this agreement, a concurring vote of one or more additional working interest owners 

shall be required to select a new operator. Such selection shall not become effective 

u n t i l (a) a Unit Operator so selected shall accept i n writing the duties and responsi­

b i l i t i e s of Unit Operator, and (b) the selection shall have been approved by the 

Director and the Commissioner. I f no successor Unit Operator is selected and quali­

fied as herein provided, the Director and the Commissioner at their election may 

declare this Unit Agreement terminated. 

7. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT: I f the Unit Operator 

is not the sole owner of working interests, costs and expenses incurred by Unit 

Operator i n conducting unit operations hereunder shall be paid and apportioned among 

and borne by the owners of working interests, a l l in accordance with the agreement 

or agreements entered into by and between the Unit Operator and the owners of working 

interests, whether one or more, separately or collectively. Any agreement or agree­

ments entered into between the working interest owners and the Unit Operator as 

provided i n this section, whether one or more, are herein referred to as the "unit 

operating agreement." Such unit operating agreement shall also provide the manner 

in which the working interest owners shall be entitled to receive their respective 



proportionate and allocated share of the benefits accruing hereto in conformity 

with their underlying operating agreements, leases, or other independent contracts, 

and such other rights and obligations as between Unit Operator and the working 

interest owners as may be agreed upon by Unit Operator and the working interest 

owners; however, no such unit operating agreement shall be deemed either to modify any 

of the terms and conditions of this Unit Agreement or to relieve the Unit Operator 

of any right or obligation established under this Unit Agreement, and in case of any 

inconsistency or conflict between the unit agreement and the unit operating agreement, 

this Unit Agreement shall prevail. Three true copies of any unit operating agreement 

executed pursuant to this section should be f i l e d with the Supervisor, and one true 

copy with the Commissioner, prior to approval of this agreement by the Director. 

8. RI3HT.S AND OBLIGATIONS OF UNIT OPERATOR: Except as otherwise specifically 

provided herein, the exclusive right, privilege, and duty of exercising any and a l l 

rights of the parties hereto which are necessary or convenient for prospecting for, 

producing, storing, allocating, and distributing the unitized substances are hereby 

delegated to and shall be exercised by the Unit Operator as herein provided. 

Acceptable evidence of t i t l e to said rights shall be deposited with said Unit 

Operator and, together with this agreement, shall constitute and define the rights, 

privileges, and obligations of Unit Operator. Nothing herein, however, shall be 

construed to transfer t i t l e to any land or to any lease or operating agreement, i t 

being understood that 'under this agreement the Unit Operator, i n i t s capacity as 

Unit Operator, shall exercise the rights of possession and use vested in the parties 

hereto only for the purposes herein specified. 

9o DRIII-IAC- TO DISHERIT Within 6 months after the effective date hereof, 

Unit Operator shall begin to d r i l l an adequate test well at a location approved by 

the Supervisor, i f on Federal Land, or by the Commissioner i f on State Land, or by 

ihe Commission i f on privately owned land, unless on such effective date a well is 

being d r i l l e d conformably with the terms hereof, and thereafter continue such 

d r i l l i n g diligently u n t i l the Devonian formation has been tested or u n t i l at a lesser 

depth unitized substances shall be discovered which can be produced in paying 

quantities (to-wit: quantities sufficient to repay the costs of d r i l l i n g , and pro­

ducing operations, with a reasonable p r o f i t ) , or the Unit Operator shall at any 

time establish to the satisfaction of the .Supervisor i f on Federal Land, the 



Commissioner i f on State Land, or the Commission i f on privately owned land, that 

further d r i l l i n g of said well would he unwarranted or impracticable, provided, 

however, that Unit Operator shall not i n any event be required to d r i l l said well 

to a depth in excess of 10,400 feet. Until the discovery of a deposit of unitized 

substances capable of being produced in paying quantities, the Unit Operator shall 

continue d r i l l i n g diligently one well at a time, allowing not more than 6 months between 

the completion of one well, and the beginning of the next well, u n t i l a well capable 

of producing unitized substances i n paying quantities is completed to the satisfaction 

of said Supervisor i f on Federal Land, the Commissioner i f on State Land, or the 

Commission i f on privately owned land, or u n t i l i t is reasonably proved that the 

unitized land is incapable of producing unitized substances i n paying quantities i n 

the formations d r i l l e d hereunder. Nothing in this section shall be deemed to l i m i t 

the right of the Unit Operator to resign as provided i n Section 5 hereof, or as 

requiring Unit Operator to commence or continue any d r i l l i n g during the period 

pending such resignation becoming effective in order to comply with the requirements 

of this section. The Director and the Commissioner may modify the d r i l l i n g require­

ments of this section by granting reasonable extensions of time when, in their 

opinion, such action is warranted. 

Upon failure to comply with the d r i l l i n g provisions of this section, the 

Director and the Commissioner may, after reasonable notice to the Unit Operator, and 

each working interest owner, lessee, and lessor at their last known addresses, declare 

this unit agreement terminated. 

10. PLAN OF FURTHER DEVELOPMENT AND OPERATION: Within 6 months after com­

pletion of a well capable of producing unitized substances i n paying quantities, 

the Unit Operator shall submit for the approval of the Supervisor and the Commissioner 

an acceptable plan of development and operation for the unitized land which, when 

approved by the Supervisor and the Commissioner, shall constitute the further 

d r i l l i n g and operating obligations of the Unit Operator under this agreement for the 

period specified therein. Thereafter, from time to time beforethe expiration of any 

existing plan, the Unit Operator shall submit for the approval of the Supervisor 

and the Commissioner, a plan for an additional specified period for the development 

and operation of the unitized land. Any plan submitted pursuant to this section 

shall provide for the exploration of the unitized area and for the diligent drilliner 



necessary for determination of the area or areas thereof capable of producing 

unitized substances i n paying quantities i n each and every productive formation 

and shall be as complete and adequate as the Supervisor and the Commissioner may 

determine to be necessary for timely development and proper conservation of the 

o i l and gas resources of the unitized area and shall (a) specify the number and 

location of any wells to be d r i l l e d and the proposed order and time for such 

d r i l l i n g ; and (b) to the extent practicable specify the operating practices 

regarded as necessary and advisable for proper conservation of natural resources. 

Separate plans may be submitted for separate productive zones, subject to the 

approval of the Supervisor and the Commissioner. Said plan or plans shall be 

modified or supplemented when necessary to meet changed conditions or to protect 

the interests of a l l parties to this agreement. Reasonable diligence shall be 

exercised i n complying with the obligations of the approved plan of development. 

The Supervisor and the Commissioner are authorized to grant a reasonable extension 

of the 6-month period herein prescribed for submission of an i n i t i a l plan of 

development where such action is ju s t i f i e d because of unusual conditions or 

circumstances. After completion hereunder of a well capable of producing any 

unitized substances in paying quantities, no further wells, except such as may be 

necessary to afford protection against operations not under this agreement or such 

as may be specifically approved by the Supervisor and the Commissioner, shall be 

dr i l l e d except in accordance with a plan of development approved as herein provided. 

11. PARTICIPATION AFTER DISCOVERY: Upon completion of a well capable of 

producing unitized substances i n paying quantities or as soon thereafter as required 

by the Supervisor or the Commissioner, the Unit Operator shall submit for approval 

by the Director and the Commissioner, a schedule, based on subdivisions of the 

public land survey or aliquot parts thereof, of a l l unitized land then regarded as 

reasonably proved to be productive of unitized substances i n paying quantities; 

a l l lands in said schedule on approval of the Director and the Commissioner to 

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

well or the effective date of the unit agreement, whichever is later. Said schedule 

also shall set forth the percentage of unitized substances to be allocated as herein 

provided to each -unitized tract in the participating area so established, and shall 

govern the allocation of production from and after the date the participating area 
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becomes effective. A separate participating area shall be established i n lik e manner 

for each separate pool or deposit of unitized substances or for any group thereof 

produced as a single pool or zone, and any two or more participating areas so established 

may be combined into one with the consent of the owners of a l l working interests i n the 

]ands within the participating areas so to be combined, on approval of the Director and 

the Commissioner. The participating area or areas so established shall be revised from 

t ime to time, subject to like approval, whenever such action appears proper as a result 

of further d r i l l i n g operations or otherwise, to include additional land then regarded 

as reasonably proved to be productive i n paying quantities, or to exclude land then 

regarded as reasonably proved not to be productive in paying quantities and the per­

centage of allocation shall also be revised accordingly. The effective date of any 

revision shall be the f i r s t of the month in which is obtained the knowledge or informa­

tion on which such revision is predicated, provided, however, a more appropriate effective 

date may be used i f j u s t i f i e d by the Unit Operator and approved by the Director and the 

Commissioner. No land shall be excluded from a participating area on account of 

depletion of the unitized substances. 

I t is the intent of this section that a participating area shall represent the 

area known or reasonably estimated to be productive in paying quantities; but, regard­

less of any revision of the participating area, nothing herein contained shall be 

construed as requiring any retroactive adjustment for production obtained prior to the 

effective date of the revision of the participating area. 

In the absence of agreement at any time between the Unit Operator and the 

Director and the Commissioner as to the proper definition or redefinition of a p a r t i c i ­

pating area, or u n t i l a participating area has, or areas have, been established as 

provided herein, the portion of a l l payments affected thereby may be impounded i n a 

manner mutually acceptable to the owners of working interests, except royalties due 

the United States and the State of New Mexico, which shall be determined by the 

Supervisor for Federal lands, the Commissioner as to State lands, and the Commission 

as to privately owned lands, respectively, and the amount thereof deposited, as directed 

by the Supervisor and the Commissioner, respectively, to be held as unearned money 

u n t i l a participating area is f i n a l l y approved and then applied as earned or returned 

i n accordance with a determination of the sum due as Federal and State royalty on the 

basis of such approved participating area. 



Whenever i t is determined, subject to the approval of the Supervisor, as to 

wells on Federal Land, and the Commissioner as to wells on State Land, and the 

Commission as to wells on privately owned land, that a well d r i l l e d under this agree­

ment is not capable of production i n paying quantities and inclusion of the land on 

which i t is situated i n a participating area is -unwarranted, production from such 

well shall, for the purposes of settlement among a l l parties other than working 

interest owners, be allocated to the land on which the well is located so long as 

such land is not within a participating area established for the pool or deposit from 

which such production is obtained. Settlement for working interest benefits from such 

well shall be made as provided i n the -unit operating agreement. 

12. ALLOCATION OF PRODUCTION: A l l unitized substances produced from each 

participating area established under this agreement, except any part thereof used in 

conformity with good operating practices within the unitized area for d r i l l i n g , operating, 

camp and other production or development purposes, for repressuring or recycling i n 

accordance with a plan of development approved by the Supervisor and the Commissioner, 

or unavoidably lost, shall be deemed to be produced equally on an acreage basis from 

the several tracts of unitized land of the participating area established for such 

production and, for the purpose of determining any benefits accruing under this agree­

ment, each such tract of unitized land shall have allocated to i t such percentage of 

said production as the number of acres of such tract included in said participating 

area bears to the t o t a l acres of unitized land i n said participating area, except 

that allocation of production hereunder for purposes other than for settlement of 

the royalty, overriding royalty, or payment out of production obligations of the 

respective working interest owners, shall be on the basis prescribed i n the unit 

operating agreement whether in conformity with the basis of allocation herein set 

forth or otherwise. I t is hereby agreed that production of unitized substances from 

a participating area shall be allocated as provided herein regardless of whether 

any wells are d r i l l e d on any particular part or tract of said participating area. I f 

any gas produced from one participating area is used for repressuring or recycling 

purposes in another participating area, the f i r s t gas withdrawn from such last -

mentioned participating area for sale during the l i f e of this agreement shall be 

considered to be the gas so transferred u n t i l an amount equal to that transferred 

shall be so produced for sale and such gas shall be allocated to the participating 
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area from which i n i t i a l l y produced as constituted at the time of such f i n a l production. 

13. DEVELOPMENT OR OPERATION OF NON-PARTIGIFATING LAND OR FORMATIONS: Any party 

hereto owning or controlling the working interest in any unitized land having thereon a 

regular well location, may, with the approval of the Supervisor as to Federal Land, the 

Commissioner as to State Land, and the Commission as to privately owned land, at such 

party's sole risk, cost, and expense, d r i l l a well to test any formation for which a 

participating area has not been established or to test any formation for which a 

participating area has been established i f such location is not within said participating 

area, unless within 90 days of receipt of notice from said party of his intention to d r i l l 

the well, the Unit Operator elects and commences to d r i l l such well i n like manner as 

other wells are d r i l l e d by the Unit Operator under this agreement. 

I f any well d r i l l e d as aforesaid by a working interest owner results i n produc­

tion such that the land upon which i t is situated may properly be included i n a p a r t i c i ­

pating area, such participating area shall be established or enlarged as provided in 

this agreement and the well shall thereafter be operated by Unit Operator i n accordance 

with the terms of this agreement and the unit operating agreement. 

I f any well d r i l l e d as aforesaid by a working interest owner obtains production 

in quantities insufficient to j u s t i f y the inclusion in a participating area of the land 

upon which such well is situated, such well may be operated and produced by the party 

d r i l l i n g the same subject to the conservation requirements of this agreement. The 

royalties i n amount or value of production from any such well shall be paid as specified 

in the underlying lease and agreements affected. 

14. ROYALTY SETTLEMENT: The United States and the State of New Mexico and 

a l l royalty owners who, under existing contract, are entitled to take i n kind a share of 

the substances now unitized hereunder produced from any tract, shall hereafter be entitled 

to the right to take in kind their share of the unitized substances allocated to such 

tract, and Unit Operator, or in case of the operation of a well by a working interest 

owner as herein i n special cases provided for, such working interest owner, shall make 

deliveries of such royalty share taken in kind in conformity with the applicable con­

tracts, laws, and regulations. Settlement for royalty interests not taken i n kind shall 

be made by working interest owners responsible therefor under existing contracts, laws, 

and regulations, on or before the last day of each month for unitized substances produced 

during the preceding calendar month; provided, however, that nothing herein contained 



shall operate to relieve the lessees of any land from their respective lease obligations 

for the payment of any royalties due under their leases. 

I f gas obtained from lands not subject to this agreement is introduced into any 

participating area hereunder, for use in repressuring, stimulation of production, or 

increasing ultimate recovery, which shall be in conformity with a plan f i r s t approved 

by the Supervisor, the Commissioner, and the Commission, a lik e amount of gas, after 

settlement as herein provided for any gas transferred from any other participating 

area, and with due allowance for loss or depletion from any cause, may be withdrawn 

from the formation into which the gas was introduced, royalty free as to dry gas, but 

not as to the products extracted therefrom; provided that such withdrawal shall be at 

such time as may be provided in the plan of operations or as may otherwise be consented 

to by the Supervisor, the Commissioner, and 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. 

Royalty due the United States shall be computed as provided i n the operating 

regulations and paid in value or delivered in kind as to a l l unitized substances on 

the basis of the amounts thereof allocated to unitized Federal land as provided herein 

at the rates specified in the respective Federal leases, or at such lower rate or 

rates as may be authorized by law or regulation; provided, that for leases on which the 

royalty rate depends on the daily average production per well, said average production 

shall be determined in accordance with the operating regulations as though each 

participating area were a single consolidated lease. 

Royalty due on account of State and privately owned lands shall be computed and 

paid on the basis of a l l unitized substances allocated to such lands. 

15. RENTAL SETTLEMENT: Rentals or minimum royalties due on leases committed 

hereto shall be paid by working interest owners responsible therefor under existing 

contracts, laws, and regulations, provided that nothing herein contained shall operate 

to relieve the lessees of any land from their respective lease obligations for the 

payment of any rental or minimum royalty i n l i e u thereof due under their leases. Rental 

or minimum royalty for lands of the United States subject to this agreement shall be 

paid at the rate specified i n the respective leases from the United States, unless such 

rental or minimum royalty is waived, suspended, or reduced by law or by approval of the 

Secretary or his duly authorized representative, 



Rentals on State of New Mexico lands subject to this agreement shall be paid 

at the rates specified i n the respective leases, 

With respect to any committed lease on privately owned land containing provisions 

which would terminate such lease unless d r i l l i n g operations were within the time therein 

specified commenced upon the land covered thereby or rentals paid for the privilege of 

deferring such d r i l l i n g operations, the rentals required thereby shall, notwithstanding 

any other provision of this agreement, be deemed to accrue and become payable during 

the term thereof as extended by this agreement and u n t i l the required d r i l l i n g oper­

ations are commenced upon the land covered thereby or some portion of such land is 

included i n a participating area. 

16o CONSERVATION: Operations hereunder and production of unitized substances 

shall be conducted to provide for the most economical and eff i c i e n t recovery of said 

substances without waste, as defined by or pursuant to State or Federal law or regula­

tion. 

17. DRAINAGE: The Unit Operator shall take appropriate and adequate measures 

to prevent drainage of unitized substances from unitized land by wells on land not 

subject to this agreement or pursuant to applicable regulations pay a f a i r and rea­

sonable compensatory royalty as determined by the Supervisor for Federal lands or as 

approved by the Commissioner for State lands. 

18. LEASES AND CONTRACTS CONFORMED AND EXTENDED: The terms, conditions, and 

provisions of a l l leases, subleases and other contracts relating to exploration, 

d r i l l i n g , development, or operation for o i l or gas of lands committed to this agree­

ment are hereby expressly modified and amended to the extent necessary to make the 

same conform to the provisions hereof, but otherwise to remain in f u l l force and 

effect; and the parties hereto hereby consent that the Secretary as to Federal leases 

and the Commissioner as to State leases shall and each by his approval hereof, or 

by the approval hereof by his duly authorized representative, does hereby establish, 

alter, change, or revoke the d r i l l i n g , producing, rental, minimum royalty, and royalty 

requirements of Federal and State leases committed hereto and the regulations i n 

respect thereto to conform said requirements to the provisions of this agreement, and, 

without limiting the generality of the foregoing, a l l leases, subleases, and contracts 

are particularly modified in accordance with the following: 

(a) The development and operation of lands subject to this agreement under thp 



terms hereof shall be deemed f u l l performance of a l l obligations for development and 

operation with respect to each and every part or separately owned tract subject to 

this agreement, regardless of whether there is any development of any particular part 

or tract of the unit area, notwithstanding anything to the contrary in any lease, 

operating agreement or other contract by and between the parties hereto, or their 

respective predecessors in interest, or any of them. 

(b) D r i l l i n g and producing operations performed hereunder upon any tract of 

unitized lands w i l l be accepted and deemed to be performed upon and for the benefit of 

each and every tract of unitized land, and no lease shall be deemed to expire by 

reason of failure to d r i l l or produce wells situated on the land therein embraced. 

(c) Suspension of d r i l l i n g or producing operations on a l l unitized lands 

pursuant to direction or consent of the Secretary and the Commissioner or their duly 

authorized representatives shall be deemed to constitute such suspension pursuant to 

such direction or consent as to each and every tract of unitized land. 

(d) Each lease, sublease or contract relating to the exploration, d r i l l i n g , 

development or operation for o i l or gas of lands other than those of the United States 

committed to this agreement, which, by i t s terms might expire prior to the termination 

of this agreement, is hereby extended beyond any such term so provided therein so that 

i t shall be continued i n f u l l force and effect for and during the term of this agree­

ment. 

(e) Any Federal lease for a fixed term of twenty (20) years or any renewal 

thereof or any part of such lease which is made subject to this agreement shall continue 

in force beyond the term provided therein u n t i l the termination hereof. Any other 

Federal lease committed hereto shall continue in force beyond the term so provided 

therein or by law as to the land committed so long as such lease remains subject 

hereto, provided that production is had in paying quantities under this unit agreement 

prior to the expiration date of the term of such lease„ 

( f ) Each sublease or contract relating to the operation and development of 

'unitized substances from lands of the United States committed to this agreement, 

which by i t s terms would expire prior to the time at which the underlying lease, 

as extended by the immediately preceding paragraph, w i l l expire, is hereby extended 

beyond any such term so provided therein so that i t shall be continued i n f u l l force 

and effect for and during the term of the underlying lease as such term is herein 

extended. 
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(g) The segregation of any Federal lease committed to this agreement is governed 

"by the following provision in the fourth paragraph of Sec. 17(h) of the Act, as amended 

by the Act of July 29; 1954 (68 Stat. 583, 585); 

"Any [federal,] lease hereafter committed to any such [unit] 
plan embracing lands that are in part within and i n part 
outside of the area covered by any such plan shall be 
segregated into separate leases as to the lands committed 
and the lands not committed as of the effective date of 
unitization: Provided; however, that any such lease as to 
the nonunitized portion shall continue in force and effect 
for the term thereof but for not less than two years from 
the date of such segregation and so long thereafter as o i l 
or gas is produced i n paying quantities." 

(h) Any lease, sublease or contract embracing lands of the State of New Mexico 

which is made subject to this agreement shall continue in force beyond the term provided 

therein as to the lands committed hereto u n t i l the termination hereof. 

( i ) Any lease, other than a Federal lease, having only a portion of i t s lands 

committed hereto shall be segregated as to the portion committed and the portion not 

committed, and the terms of such leases shall apply separately to such segregated portions 

commencing as of the effective date hereof; provided, however, that the provisions hereof 

shall apply only to the lands committed to this agreement. In the event any such lease 

provides for a lump-sum rental payment, such payment shall be prorated between the 

portions so segregated i n proportion to the acreage of the respective tracts. Provided, 

however, notwithstanding any of the provisions of this agreement to the contrary, any 

lease embracing lands of the State of New Mexico having only a portion of i t s lands 

committed hereto shall continue in f u l l force and effect beyond the term provided 

therein as to a l l lands embraced i n such lease, i f o i l and gas, or either of them, are 

being produced i n paying quantities from some part of the lands embraced in such lease 

at the expiration of the secondary term of such lease; or i f , at the expiration of the 

secondary term, the lessee or the Unit Operator is then engaged in bona fide d r i l l i n g 

or reworking operations on some part of the lands embraced in such lease or applicable 

shut-in gas royalty is paid i n accordance with the terms of such lease, the same as to 

a l l lands embraced therein shall remain in f u l l force and effect so long as such oper­

ations are being diligently prosecuted, and i f they result i n the production of o i l and 

gas, or either of them, said lease shall continue in f u l l force and effect as to a l l of 

the lands embraced therein, so long thereafter as o i l and gas, or either of them, i n 

paying quantities are being produced from any portion of said lands. 

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

covenants running with the land with respect to the interest of the parties hereto 



and their successors in interest u n t i l this agreement terminates, and any grant, 

transfer, or conveyance, of interest i n land or leases subject hereto shall be and 

hereby is conditioned upon the assumption of a l l privileges and obligations hereunder 

by the grantee, transferee, or other successor i n interest. No assignment or transfer 

of any working interest, royalty, or other interest subject hereto shall be binding upon 

Unit Operator u n t i l the f i r s t day of the calendar month after Unit Operator is furnished 

with the original, photostatic, or ce r t i f i e d copy of the instrument of transfer. 

20. EFFECTIVE DATE AND TERM: This Agreement shall become effective upon approval 

by the Director, and the Commissioner, or their duly authorized representatives, as of 

the date of approval by the Director, and shall terminate five (5) years from said 

effective date, unless: 

(a) Such date of expiration is extended by the Director and the Commissioner; 
or 

(b) I t is reasonably determined prior to the expiration of the fixed term or 
any extensions thereof that the unitized land is incapable of production 
of unitized substances i n paying quantities i n the formations tested 
hereunder and after notice of intention to terminate the agreement on 
such ground is given by the Unit Operator to a l l parties i n interest at 
their last known addresses, the agreement is terminated with the approval 
of the Director and the Commissioner; or 

(c) A valuable discovery of 'unitized substances has been made on unitized 
land during said i n i t i a l term or any extension thereof, in which event 
the agreement shall remain in effect for such term and so long as unitized 
substances can be produced i n paying quantities, i.e., i n this particular 
instance in quantities sufficient to pay for the cost of producing same 
from wells on unitized land within any participating area established 
hereunder and, should production cease, so long thereafter as diligent 
operations are i n progress for the restoration of production or discovery 
of new production and so long thereafter as the unitized substances can 
be produced as aforesaid: or 

(d) I t is terminated as heretofore provided i n this agreement. 

This agreement may be terminated at any time by not less than 75 per centum, on 

an acreage basis, of the owners of working interests signatory hereto, with the approval 

of the Director and the Commissioner; notice of any such approval to be given by the 

Unit Operator to a l l parties hereto. 

21. RATE OF PROSPECTING, DEVELOPMENT AND PRODUCTION: The Director is hereby 

vested with authority to alter or modify from time to time in his discretion the 

quantity and rate of production under this agreement when such quantity and rate is 

not fixed pursuant to Federal or State law or does not conform to any state-wide 

voluntary conservation or allocation program, which is established, recognized, and 

generally adhered to by the majority of operators i n such State, such authority being 



hereby l i m i t e d t o a l t e r a t i o n or modification i n the public i n t e r e s t , the purpose 

thereof and the public Interest to be served thereby to be stated i n the order of 

a l t e r a t i o n or modification. Without regard t o the foregoing, the Director i s also 

hereby vested with authority to a l t e r or modify from time t o time i n his discretion 

the rate of prospecting and development and the quantity and rate of production under 

t h i s agreement when such a l t e r a t i o n or modification i s i n the interest of att a i n i n g the 

conservation objectives stated i n t h i s agreement and i s not i n v i o l a t i o n of any 

applicable Federal or State law. I t i s agreed, f u r t h e r , that no such a l t e r a t i o n or 

modification s h a l l be ef f e c t i v e as to any land of the State of New Mexico as to the 

rate of prospecting and development i n the absence of the specific w r i t t e n approval 

thereof by the Commissioner and as to the quantity and rate of production i n the 

absence of specific w r i t t e n approval thereof by the Commission, 

Powers i n t h i s section vested In the Director s h a l l only be exercised a f t e r 

notice t o Unit Operator and opportunity f o r hearing to be held not less than 15 days 

from notice. 

22. CONFLICT OF SUPERVISION: Neither the Unit Operator nor the working interest 

owners nor any of them s h a l l be subject to any f o r f e i t u r e , termination or expiration 

of any r i g h t s hereunder or under any leases or contracts subject hereto, or to any 

penalty or l i a b i l i t y on account of delay or f a i l u r e i n whole or i n part to comply with 

any applicable provision thereof t o the extent that the said Unit Operator, working 

Interest owners or any of them are hindered, delayed or prevented from complying 

therewith by reason of f a i l u r e of the Unit Operator to obtain, I n the exercise of 

due diligence, the concurrence of proper representatives of the United States and of 

the State of Xew Mexico In and about any matters or things concerning which i t i s 

required herein that such concurrence be obtained. 

23. AFPEAPANCES: Unit Operator s h a l l , a f t e r notice t o other parties affected, 

have the r i g h t tc appear for and on behalf of any and a l l interests affected hereby 

before the Department of the I n t e r i o r , the Commissioner of Public Lands and the New 

Mexico O i l Conservation Commission, and to appeal from orders issued under the 

regulations of s^id Department, the said Commission or the said Commissioner, or to 

apply f o r r e l i e f from ary of said regulations or i n any proceedings r e l a t i v e to 

operations before the Department of the I n t e r i o r , the said Commissioner or the said 

Commission, or any other l e g a l l y constituted authority; provided, however, that any 



other interested party shall also have the right at his own expense to be heard in 

any such proceeding. 

24. NOTICES: A l l notices, demands or statements required hereunder to be given 

or rendered to the parties hereto shall be deemed f u l l y given i f given i n writing and 

personally delivered to the party or sent by postpaid registered mail, addressed to 

such party or parties at their respective addresses set forth in connection with the 

signatures hereto or to the r a t i f i c a t i o n or consent hereof or to such other address 

as any such party may have furnished i n writing to party sending the notice, demand or 

statement. 

25. NO WAIVER OF CERTAIN RIGHTS: Nothing in this agreement contained shall be 

construed as a waiver by any party hereto of the right to assert any legal or con­

sti t u t i o n a l right or defense as to the v a l i d i t y or invalidity of any law of the State 

wherein said 'unitized lands are located, or of the United States, or regulations 

issued thereunder in any way affecting such party, or as a waiver by any such party 

of any right beyond his or i t s authority to waive. 

26. UNAVOIDABLE DELAY: A l l obligations under this agreement requiring the 

Unit Operator to commence or continue d r i l l i n g or to operate on or produce unitized 

substances from any of the lands covered by this agreement shall be suspended while, 

but only so long as, the Unit Operator despite the exercise of due care and diligence, 

is prevented from complying with such obligations, i n whole or i n part, by strikes, 

acts of God, Federal, State or municipal law or agencies, unavoidable accidents, 

uncontrollable delays i n transportation, i n a b i l i t y to obtain necessary materials i n 

open market, or other matters beyond the reasonable control of the Unit Operator 

whether similar to the matters herein enumerated or not. 

27o FAIR EMPLOYMENT: In connection with the performance of work under this 

agreement, the Unit Operator agrees not to discriminate against any employee or 

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

aforesaid provision shall include, but not be limited to, the following: employment, 

upgrading, demotion, or transfer; recruitment or recruitment advertising, layoff 

or termination; rates of pay or other forms of compensation; and selection for 

training, including apprenticeship. The Unit Operator agrees to post hereafter in 

conspicuous places, available for employees and applicants for employment, notices 

to be provided by the contracting officer setting forth the provisions of the 
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nondiscrimination clause. 

The Unit Operator agrees to insert the foregoing provision i n a l l subcontracts 

hereunder, except subcontracts for standard commercial supplies or raw materials„ 

28„ LOSS OF TITLE: In the event t i t l e to any interest i n any tract of unitized 

land shall f a i l and the true owner cannot be induced to join i n this unit agreement, 

such interest in such tract shall be automatically regarded as not committed hereto 

and there shall be such readjustment of future costs and benefits as may be required 

on account of the loss of such t i t l e . In the event of a dispute as to t i t l e as to any 

royalty, working interest, or other interests subject thereto, payment or delivery 

on account thereof may be withheld without l i a b i l i t y for interest u n t i l the dispute 

is f i n a l l y settled; provided, that, as to Federal and State land or leases, no payments 

of funds due the United States or the State of New Mexico shall be withheld, but 

such funds of the United States shall be deposited as directed by the Supervisor, and 

such funds of the State shall be deposited as directed by the Commissioner, to be 

held as unearned money pending f i n a l settlement of the t i t l e dispute, and then applied 

as earned or returned in accordance with such f i n a l settlement. 

Unit Operator as such is relieved from any responsibility for any defect or 

failure of any t i t l e hereunder. 

29. NON-JOINDER AND SUBSEQUENT JOINDER: I f the owner of any substantial interest 

in a tract within the unit area f a i l s or refuses to subscribe or consent to this agree­

ment, the owner of the working interest in that tract may withdraw said tract from this 

agreement by written notice to the Director, the Commissioner and the Unit Operator prior 

to the approval of this agreement by the Director. Any o i l or gas interests i n lands 

within the unit area not committed hereto prior to submission of this agreement for 

f i n a l approval may thereafter be committed hereto by the owner or owners thereof 

subscribing or consenting to this agreement, and, i f the interest is a working interest, 

by the owner of such interest also subscribing to the unit operating agreement. After 

operations are commenced hereunder, the right of subsequent joinder, as provided i n this 

section, by a working interest owner is subject to such requirements or approvals, i f 

any, pertaining to such joinder, as may be provided for i n the unit operating agreement. 

After f i n a l approval hereof joinder by a non-working interest owner must be consented 

to i n writing by the working interest owner committed hereto and responsible for the 

payment of any benefits that may accrue hereunder i n behalf of such non-working interest. 

T 
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Joinder by any owner of a non-working interest, at any time, must be accompanied by 

appropriate joinder by the owner of the corresponding working interest in order for the 

interest to be regarded as effectively committed hereto. Joinder to the unit agreement 

by a working-interest owner, at any time, must be accompanied by appropriate joinder to 

the unit operating agreement, i f more than one committed working-interest owner is 

involved, in order for the interest to be regarded as effectively committed to this 

unit agreement. Except as may otherwise herein be provided subsequent joinders to 

this agreement shall be effective as of the f i r s t day of the month following the f i l i n g 

with the Supervisor, the Commissioner and the Commission of duly executed counterparts 

of a l l or any papers necessary to establish effective commitment of any tract to this 

agreement unless objection to such joinder is duly made within 60 days by the Director, 

the Commissioner or the Commission. 

30. COUNTERPARTS: This Agreement may be executed in any number of counterparts, 

no one of which needs to be executed by a l l parties or may be r a t i f i e d or consented to 

by separate instrument i n writing, specifically referring hereto, and shall be binding 

upon a l l those parties who have executed such a counterpart, r a t i f i c a t i o n , or consent 

hereto with the same force and effect as i f a l l such parties had signed the same docu­

ment, and regardless of whether or not i t is executed by a l l other parties owning or 

claiming an interest in the lands within the above described unit area. 

31. SURRENDER: Nothing in this agreement shall prohibit the exercise by any 

working interest owner of the right to surrender vested i n such party in any lease, 

sub-lease, or operating agreement as to a l l or any part of the lands covered thereby, 

provided that each party who w i l l or might acquire such working interest by such 

surrender or by forfeiture as hereafter set forth, is bound by the terms of this agree­

ment; provided, however, that no land included i n this unit which is embraced i n a State 

of New Mexico lease shall be surrendered to the State so long as this agreement is i n 

effect. 

I f as a result of any such surrender, the working interest rights as to such 

lands become vested in any party other than the fee owner of the unitized substances, 

said party shall f o r f e i t such rights and no further benefits from operation hereunder 

as to said land shall accrue to such party, unless within ninety (90) days thereafter 

said party shall execute this agreement and the unit operating agreement as to the 

working interest acquired through such surrender, effective as though such land had 

remained continuously subject to this agreement and the unit operating agreement. 

And in the event such agreements are not so executed, the party next i n the chain of 



t i t l e shall he and tecome the owner of such working interest at the end of such ninety 

(90) day period, with the same force and effect as though such working interest had 

been surrendered to such party. 

I f as the result of any such surrender or forfeiture the working interest 

rights as to such lands become vested i n the fee owner of the unitized substances, 

such owner may: 

(1) Execute this agreement and the unit operating agreement as a working 

interest owner, effective as though such land had remained continuously 

subject to this agreement and the unit operating agreement. 

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

such lease shall within t h i r t y (.30; days after such lands are so leased 

execute this agreement and the unit operating agreement as to each 

participating area theretofore established hereunder, effective as 

though such land had remained continuously subject to this agreement 

and the 'unit operating agreement. 

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

agreement as to any part thereof or any o i l or gas deposits therein not 

then included within a participating area. 

I f the fee owner of the unitized substances does not execute this agreement and 

the unit operating agreement as a working interest owner or again lease such lands as 

above provided with respect to each existing participating area, within six (6) months 

after any such surrender or forfeiture, such fee owner shall be deemed to have waived 

the right to execute the unit operating agreement or lease such lands as to each such 

participating area, and to have agreed, in consideration for the compensation herein­

after provided, that operations hereunder as to any such participating area or areas 

shall not be affected by such surrender. 

For any period the working interest in any lands are not expressly committed 

to the unit operating agreement as the result of any such surrender or forfeiture, 

the benefits and obligations of operations accruing to such lands under this agree­

ment and the unit operating agreement shall be shared by the remaining owners of 

•unitized working interests in accordance with their respective participating working 

interest ownerships in any such participating area or areas, and such owners of 

working interests shall compensate the fee owner of -unitized substances in such lands 
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by paying sums equal to the rentals, minimum royalties, and royalties applicable to 

such lands under the lease in effect when the lands were unitized, as to such par­

ticipating area or areas. 

Upon commitment of a working interest to this agreement and the unit operating 

agreement as provided in this section, an appropriate accounting and settlement shall 

be made, to reflect the retroactive effect of the commitment, for a l l benefits accruing 

to or payments and expenditures made or incurred on behalf of such surrendered working 

interest during the period between the date of surrender and the date of recommitment, 

and payment of any moneys found to be owing by such an accounting shall be made as 

between the parties then signatory to the unit operating agreement and this agreement 

within thirty (30) days after the recommitment. The right to become a party to this 

agreement and the unit operating agreement as a working interest owner by reason of 

a surrender or forfeiture as provided in this section shall not be defeated by the 

nonexistence of a unit operating agreement and in the event no unit operating agree­

ment is in existence and a mutually acceptable agreement between the proper parties 

thereto cannot be consummated, the Supervisor may prescribe such reasonable and 

equitable agreement as he deems warranted under the circumstances. 

Nothing in this section shall be deemed to limit the right of joinder or 

subsequent joinder to this agreement as provided elsewhere in this agreement. The 

exercise of any right vested in a working interest owner to reassign such working 

interest to the party from whom obtained shall be subject to the same conditions as 

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

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

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

President 

Address: P.O. Drawer 1391 
Midland, Texas 

UNIT OPERATOR AND WORKING INTEREST 
OWNER 



Date 

Donald B. Anderson 

Address: Box 660 
Roswell, New Mexico 

THE BRITISH-AMERICAN OIL PRODUCING COMPANY 

By 
Vice President 

ATTEST: 

Secretary 
Address: P.O. Box 749 

Dallas 21, Texas 

Date 

Date 

Date 

i 13G0 

Date'/-// 

Date 

Fred M. Cassidy 

Address: P.O. Box 96 
Midland, Texas 

CITIES SERVICE OIL COMPANY 

By 
Attorney-in-Fact 

Address: Ci t i es Service Bldg. 
B a r t l e s v i l l e , Oklahoma 

GULF OIL CORPORATION 

,—- V. A. Shellshear, Attorney-in-Fact 
n'UcA) ATTEST: 

/ uSSt. 
Address: P.O. Box 669 

"NRoswell, New Mexico 

Secretary 

ATTEST: 
VICE PRLvdlDENT 

AbS'T- bt-Uiii'i'ARY 
Address: Box 660 

Roswell, New Mexico Jv^rT 

SINCLAIR OIL & GAS COMPANY 

By 

ATTEST: 

Address: P.O. Box 1470 
Midland. Texas 



Date 

Date ^Z^t^S /7£o 

Donald B. Anderson 

Address: Box 660 
Roswell, New Mexico 

THE BRTnuJH-AMERICAN OIL PRODUCINĜ COMPANY 

Attorney-in-Fact 

3 

Address: P.O. Box 749 
Dallas 21, Texas 

Date 

Date 

Date 

Fred M. Cassidy 

Address: P.O. Box 96 
Midland, Texas 

CITIES SERVICE OIL COMPANY 

By 
Attorney-in-Fact 

Address: Ci t ies Service Bldg. 
B a r t l e s v i l l e , Oklahoma 

GULF OIL CORPORATION 

By 
W. A. Shellshear, Attorney-in-Fact 

ATTEST: 

Date 

Address: P.O. Box 669 
Roswell, New Mexico 

HONDO OIL & GAS COMPANY 

By 

ATTEST: 

Secretary 

Address: Box 660 
Roswell, New Mexico 

SINCLAIR OIL & GAS COMPANY 

Date By 

ATTEST: 

Address: P.O. Box 1470 
Midland, Texas 



Donald B. Anderson 

Address: Box 660 
Roswell, New Mexico 

THE BRITISH-AMERICAN OIL PRODUCING COMPANY 

By 
Vice President 

ATTEST: 

Secretary 
Address: P.O. Box 749 

Dallas 21, Texas 

Address: P.O. Box 96 
Midland, Texas 

CITIES SERVICE OIL COMPANY 

By 
Attorney-in-Fact 

Address: C i t i e s Service Bldg. 
B a r t l e s v i l l e , Oklahoma 

GULF OIL CORPORATION 

By 
W. A. Shellshear, Attorney-in-Fact 

ATTEST: 

Address: P.O. Box 669 

Roswell, New Mexico 

HONDO OIL & GAS COMPANY 

By 
ATTEST: 

Secretary 

Address: Box 660 
Roswell, New Mexico 

SINCLAIR OIL AS COMPANY 

By-_ 

ATTEST: Vice-President 

Address: P.O. Box 1470 
Midland, Texas 

APPROVED 
UJ 

o - 2 

< V) 
CO 

C/3 

£ 
cc 
o IK* VA 



Date 

Date 

Donald B. Anderson 

Address: Box 660 

Roswell, New Mexico 

THE BRITISH-AMERICAN OIL PRODUCING COMPANY 

By Vice President 
ATTEST: 

Address: P.O. Box 749 
Dallas 21, Texas 

Secretary 

Date 

Date MAY 6 ]3ao 

Date 

Fred M. Cassidy 

Address: P.O. Box 96 
Midland, Texas 

CITIES SERVICE OHTDCMPANY 

Attorney-in-Fact 
Address: Cities'Service Bldg. 

B a r t l e s v i l l e , Oklahoma 

GULF OIL CORPORATION 

By 
W. A. Shellshear, Attorney-in-Fact 

ATTEST: 

Date 

Address: P.O. Box 669 

Roswell, New Mexico 

HONDO OIL & GAS COMPANY 

By 
ATTEST: 

Secretary 

Date 

Address: Box 660 
Roswell, New Mexico 

SINCLAIR OIL & GAS COMPANY 

By 

ATTEST: 

Address: P.O. Box 1470 
Midland, Texas 
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SUNRAY MID-CONTINENT OIL COMPANY 

Address: 1101 Wilco Bldg. 

Midland, Texas 

TEXAS PACIFIC COAL AND OIL COMPANY 

By 
ATTEST: 

Address: P.0„ Box 2110 
Fort Worth 1, Texas 

WORKING INTEREST OWNERS 



SUNRAY MID-CONTINENT OIL COMPANY 

Date By 
Vice President 

ATTEST: 

Secretary 

Date 
A P f ? ? f i l 9 6 0 

Address: 1101 Wilco Bldg. 

Midland, Texas 

TEXAS PACIFIC QOALANp OIL 

By i > C . 

COMPANY 
APPROVED 

AS TO rqs 

|! R. I . Dickey 
ATTEST: Vice President 

, (J. I . Norman) Secretary 
<>Address: P.O. Box 2110 

Fort Worth 1, Texas 

WORKING INTEREST OWNERS 



STATE OF CALIFORNIA ) 
CITY AND ) ss. 
COUNTY OF SAN FRANCISCO ) 

On this X I " day of C / ^ L ^ y , I960, "before me appeared 
L- A. C&ANSOH , to me personally known, who, being by me duly sworn, did say 

that he is the ^ President of HONOLULU OIL CORPORATION, and that the seal 
affixed to said instrument is the corporate seal of said corporation, and that said 
instrument was signed and sealed i n behalf of said corporation by authority of i t s 
board of directors, and said L- A. CRANSON acknowledged said instrument to be 
the free act and deed of said corporation. 

Given under my hand and seal of office this X f day of ( ^ ^ t ^ j ^ . , 
1960. / 

My commission expires: August 28,1963 

Notary Public i n 
City ̂ County and State 

pffelen G. Boyle) 

f o r said 

STATE OF NEW MEXICO 

COUNTY OF CHAVES 
ss. 

) 

I960, before me personally appeared On this day of 
DONALD B. ANDERSON, to me known to be the person described i n and who executed the fore­
going instrument, and acknowledged that he executed the same as his free aet and deed. 

Given under my hand and seal of office this day of 1960. 

Notary Public in and for said 
I County and State 

My commission expires: 

STATE OF TEXAS ) 
) ss. 

COUNTY OF DALLAS ) 

On this day of , I960, before me appeared 
, to me personally known, who, being by me duly sworn, did say 

that he is the Vice President of THE BRITISH-AMERICAN OIL PRODUCING COMPANY, and that 
the seal affixed to said instrument is the corporate seal of said corporation, and that 
said instrument was signed and sealed in behalf of said corporation by authority of 
i t s board of directors, and said acknowledged said instrument 
to be the free act and deed of said corporation. 

Notary Public i n and for said 
County and State 

My commission expires: 
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STATE OF CALIFORNIA 
CITY AND 
COUNTY OF SAN FRANCISCO 

ss. 

On this day of I960, before me appeared 
, to me personally known, who, being by me duly sworn, did say 

that he is the President of HONOLULU OIL CORPORATION, and that the seal 
affixed to said instrument is the corporate seal of said corporation, and that said 
instrument was signed and sealed in behalf of said corporation by authority of i t s 
board of directors, and said acknowledged said instrument to be 
the free act and deed of said corporation. 

Given under my hand and seal of office this 
1960. 

day of 

My commission expires: 

Notary Public i n and for said 
City, County and State 

STATE OF NEW MEXICO 

COUNTY OF CHAVES 

//4 

ss. 

On this / / ~~ day of J^jPy i I 
t o " 

, 1960, before me personally appeared 
DONALD B. ANDERSON, to me known to be the person described i n and who executed the fore­
going instrument, and acknowledged that he executed the same as his free act and deed. 

Given under my hand and seal of office this day of A P * - / / i960. 

Notary Public i n and 
G County and State 

said 

My commission expires : 6? -~3& ~6> O 

STATE OF TEXAS 

COUNTY OF DALLAS 

On t h i s 

ss. 

day of I960, before me appeared 
, to me personally known, who, being by me duly sworn, did say 

that he is the Vice President of THE BRITISH-AMERICAN OIL PRODUCING COMPANY, and that 
the seal affixed to said instrument is the corporate seal of said corporation, and that 
said instrument was signed and sealed i n behalf of said corporation by authority of 
i t s board of directors, and said acknowledged said instrument 
to be the free act and deed of said corporation. 

Notary Public i n and for said 
County and State 

My commission expires: 

- 2f> -



STATE OF TEXAS ) 
) s s • 

COUNTY OF MIDLAND ) 

On this _______ day of _, I960, before me personally appeared 
FRED Mo CASSIDY, to me known to be the person described in and who executed the fore­
going instrument, and acknowledged that he executed the same as his free act and deed. 

Given under my hand and seal of office this day of 
1960. 

Notary Public i n and for said 
County and State 

My commission expires: 

STATE OF OKLAHOMA ) 
) ss. 

COUNTY OF WASHINGTON ) 

On this __________ day of , I960, before me personally appeared 
, to me known to be the person who executed the foregoing 

instrument in behalf of CITIES SERVICE OIL COMPANY, and acknowledged that he executed 
the same as the free act and deed of said CITIES SERVICE OIL COMPANY. 

Given under my hand and seal of office this day of 
1960. 

Notary Public in and for said 
County and State 

My commission expiref 

STATE OF NEW MEXICO ) 
) ss. 

COUNTY OF CHAVES .) 

On this / iff 7"*̂  day of f ) / T i I960, before me personally appeared 
A- RHH I SHF/XR , to me known to be the person who executed the foregoing 

instrument i n behalf of GULF OIL CORPORATION, and acknowledged that he executed the same 
as the Tree act and deed of said GULF OIL CORPORATION. 

Given under my hand and seal of office this / o /" *'t day of 
1960. 

Notary Public i n and for said 
County and State 

My commission expires: 



STATE. OF NEW MEXICO 

COUNTY OF CRAVE S 

On t h i s / / -
Donald B. Anderson 

s s . 

day of fit? ' ( / 
s&nally to me per 

L960, before me appeared 

he is the 
known, who, being by me duly sworn, did say that 

Vice president of HONDO OIL & GAS COMPANY, and that the seal affixed to said 
instrument is the corporate seal of said corporation, and that said instrument was signed 
and sealed i n behalf of said corporation by authority of i t s board of directors, and said 

Donald B, Arrf.rrson acknowledged said instrument to be the free act and deed of 
said corporation. 

Given under my hand 
i960. 

and seal of office this 

My commission expires; 3 _> — £ _ 

day of ___. '/ 

Notary Public in and for y 

County and State 

STATE OF 'TEXAS 

COUNTY OF MIDLAND 
ss. 

On this of i960, before me appeared 

he is the 
_, to me personally known, who, being by me duly sworn, did say that 

President of SINCLAIR OIL & GAS COMPANY, and that the seal affixed to 
the corporate seal of said corporation, and that said instrument was said instrument i? 

signed and sealed in behalf of said corporation by authority of i t s board of directors, 
and said _________________ acknowledged said instrument to be the free act and deed of 
said corporation. 

Given -under my hand and seal of office this 
i960. 

day of 

Notary Public in and for said 
County and State 

My commission expires: 

STATE OF OKALHQMA ) 
) SS _ 

COUNTY OF TULSA ) 

On this ______ day of , I960, before me appeared 
, to me personally known, who, being by me duly sworn, did say that he 

is the Vice President of SUNRAY MID-CONTINENT OIL COMPANY, and that the seal affixed to 
said instrument is the corporate seal of said corporation, and that said instrument was 
signed and sealed i n behalf of said corporation by authority of i t s board of directors, 
and said __________________ acknowledged said instrument to be the free act and deed 
of said corporation. 

Given under my hand and seal of office this _______ day of , I960. 

My commission expires: 

- 23 -

Notary Public i n and for said 
County and State 



STATE OF CALIFORNIA ) 
CITY AND ) ss. 
COUNTY OF SAN FRANCISCO ) 

On this day of , I960, before me appeared 
, to me personally known, who, being by me duly sworn, did say 

that he is the President of HONOLULU OIL CORPORATION, and that the seal 
affixed to said instrument is the corporate seal of said corporation, and that said 
instrument was signed and sealed in behalf of said corporation by authority of i t s 
board of directors, and said acknowledged said instrument to be 
the free act and deed of said corporation. 

Given under my hand and seal of office this day of 
1960. 

My commission expires: 

Notary Public in and for said 
City, County and State 

STATE OF NEW MEXICO 

COUNTY OF CHAVES ) 
ss. 

I960, before me personally appeared On this day of 
DONALD B. ANDERSON, to me known to be the person described i n and who executed the fore­
going instrument, and acknowledged that he executed the same as his free act and deed. 

Given under my hand and seal of office this day of 1960. 

Notary Public i n and for said 
C Cbunty and State 

My commission expires: 

STATE OF TEXAS 
ss, 

COUNTY OF DALLAS ) 

On this <A.o day of 

CLAUDS E7LT 
I960, before me appeared 

torney irf-fod^ "Personally known, who, being by me duly sworn, did say 
that he is the Vxtoec___adxJe^ of THE BRITISH-AMERICAN OIL PRODUCING COMPANY, and that 
the seal affixed to said instrument is the corporate seal of said corporation, and that 
said instrument was signed and sealed i n behalf.of said corporation by authority of 
i t s board of directors, and said C • A , r. il. L'J i acknowledged said instrument 
to be the free act and deed of said corporation. 

Notary Public' i n and for said 
County and State P Afsv "ANT 

My commission expires^^-^^/ / 
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STATE OF TEXAS 

COUNTY OF MIDLAND 
s s . 

) 

On this 
FRED M CASSIDŶ  to (me _now^ to te flie pers£>i£ described i n and ^ o executed the fore-

r4- _, I960, before me personally appeared 

going instrument, and acknowledged that^he^executed the same ree act and deed. 

- —day—of--Given unde?*-ifly-hand and seaL'uf uffx&e--this 
^960. 

A Notary Phjplic in and for said 
County and State 

My commission expires: 

STATE OF OKLAHOMA ) 
) 

COUNTY OF WASHINGTON ) 

On this day of 

ss. 

_, I960, before me personally appeared 
, to me known to be the person who executed the foregoing 

instrument i n behalf of CITIES SERVICE OIL COMPANY, and acknowledged that he executed 
the same as the free act and deed of said CITIES SERVICE OIL COMPANY. 

Given under my hand and seal of office this 
1960. 

day of 

My commission expires: 

Notary Public i n and for said 
County and State 

STATE OF NEW MEXICO 

COUNTY OF CHAVES 

On this 

ss, 

day of 1960, before me personally appeared 
, to me known to be the person who executed the foregoing 

instrument i n behalf of GULF OIL CORPORATION, and acknowledged that he executed the same 
as the Tree act and deed of said GULF OIL CORPORATION. 

Given under my hand and seal of office this 
1960. 

day of 

Notary Public i n and for said 
County and State 

Mv commission expires: 



COUNTY OF CHAvE 

On this _ day of , I960, before me appeared 
, to me personally known, who, being by me duly sworn, did say that 

he is the ______ President of HONDO OIL & GAS COMPANY, and that the seal, affixed to said 
instrument is the corporate seal of said corporation, and that said instrument was signed 
and sealed i n behalf of said corporation by authority of i t s board of directors, and said 
_______________________ acknowledged said instrument to be the free act and deed of 
said corporation. 

Given under my hand and seal of office this day of , 
I960. 

Notary Public i n and for said 
County and State 

My commission expires; 

STATE OF TEXAS 

3UNTY OF MIDLAND 

day of i960, before me appeared On this . . 
/*. ^Ajsr-*// , to me personally known, who, being by me duly sworn, did say that 

he is the J4r__r - President of SINCLAIR OIL & GAS COMPANY, and that the seal affixed to 
said instrument is the corporate seal of said corporation, and that said instrument was 
signed and sealed in^behalf of said corporation by authority of i t s board of directors, 
and said $ 7 x /. /___?T-./ acknowledged said instrument to be the free act and deed of 
said corporation. 

Given under my hand and seal of office this 
1960. 

____! day of 

My commission expires: *Ja.4/£ / 

Notarj^Public in dnd for said 
County and State 

STATE OF 0KALH0MA 

COrLLY OF TULSA 

On this dav of I960, before me appeared 
to me personally known, who, being ty me duly sworn, did say that he 

is the Vice President of SUNRAY MID-CONTINENT OIL COMPANY, and that the seal affixed to 
said instrument Is the corporate seal of said corporation, and that said instrument was 
signed and sealed in behalf of said corporation cy authority of i t s board of directors, 
and said acknowledged said instrument to be the free act and deed 
of said corporation,. 

Given under my hand and seal of office this day of I960. 

My commission expires; Notary Public i n and for said 
County and State 



STATE OF TEXAS 

COUNTY OF MIDLAND 

On this 

ss, 

day of _, I960, before me personally appeared 
FRED M. CASSIDY, to me known to be the person described i n and who executed the fore­
going instrument, and acknowledged that he executed the same as his free act and deed. 

Given under my hand and seal of office this 
1960. 

day of 

My commission expires: 

Notary Public in and for said 
County and State 

STATE OF OKLAHOMA 

COUNTY OF WASHINGTON 
ss. 

On this (p t{- day of 
, to me known to be the person who executed the foregoing 

instrument i n behalf of CITIES SERVICS OIL COMPANY, and acknowledged that he executed 
the same as the free act and deed of said CITIES SERVICE OIL COMPANY. 

_, I960, before me personally appeared 

Given under my hand and seal of office this (• th 
I960, 

day of ~7P\<L*-

Notary Public i n and for said 
County and State 

My commission expires: 
My Commission Expires Juf - • 

STATE OF NEW MEXICO 

COUNTY OF CHAVES 

On this 

ss. 

day of ., I960, before me personally appeared 
, to me known to be the person who executed the foregoing 

instrument i n behalf of GULF OIL CORPORATION, and acknowledged that he executed the same 
as the Tree act and deed of said GULF OIL CORPORATION. 

Given under my hand and seal of office this 
1960. 

day of 

Notary Public i n and for said 
County and State 

Mv commission expires: 



STATE OF NEW MEXICO ) 
) ss. 

COUNTY OF CHAVES .) 

On this day of , I960, before me appeared 
, to me personally known, who, being by me duly sworn, did say that 

he is the President of HONDO OIL & GAS COMPANY, and that the seal affixed to said 
instrument is the corporate seal of said corporation, and that said instrument was signed 
and sealed i n behalf of said corporation by authority of i t s board of directors, and said 

. acknowledged said instrument to be the free act and deed of 
said corporation. 

Given under my hand and seal of office this day of , 
I960. 

Notary Public i n and for said 
County and State 

My commission expires: 

STATE OF TEXAS ) 
) ss. 

COUNTY OF MIDLAND ) 

On this day of , I960, before me appeared 
, to me personally known, who, being by me duly sworn, did say that 

he is the President of SINCLAIR OIL & GAS COMPANY, and that the seal affixed to 
said instrument is the corporate seal of said corporation, and that said instrument was 
signed and sealed i n behalf of said corporation by authority of i t s board of directors, 
and said acknowledged said instrument to be the free act and deed of 
said corporation. 

Given under my hand and seal of office this day of , 
I960. 

Notary Public i n and for said 
County and State 

My commission expires: 

STATE OF OKALHOMA 
ss. 

On this A day of 
, to me personally k: 

President of SUNRAY MID-fc 

1960, before me appeared 
1. 0. Harder 

who, being by me duly sworn, did say that he 
is the Vice President of SUNRAY MID-CONTINENT OIL COMPANY, and that the seal affixed to 
said instrument is the corporate seal of said corporation, and that said instrument was 
signed and sealed i n behalf of said corporation by authority of i t s board of directors, 
and said _|, _» acknowledged said instrument to be the free act and deed 
of said corporation. 

Given under my hand and seal of office this 

My commission expires: 
• V • 'ublic 

- Ci:.ahom» 
Mv £.orrar:.-A.o.i Expires 
February 22, 1964 

Public i n and for said 
and State 
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STATE OF TEXAS ) 
) ss. 

COUNTY OF TARRANT ) 

On this c ^ l i <A day of _.' -.. >- < „ , I960, before me appeared R' I" D l C r l u- v 

to me personally known, who, feeing by me duly sworn, did say that he is the iS-c^ra 
President of TEXAS PACIFIC COAL AND OIL COMPANY, and that the seal affixed to said instru­
ment is the corporate seal of said corporation, and that said instrument was signed and 
sealed in behalf of said corporation by authority of i t s board of directors, and said 

p, T. Dick--' , acknowledged said instrument to be the free act and deed of said 
corporation. 

Given under my hand and seal of office this i% day of C£-^?^^'^- 1960. 

Notary Public i n and for said 
JO CLAIM mm County and State • 

My commission expires: 

(i, ' / ~ (o / 

_ TQ _ 



EXHIBIT "A'' 
d0.02 &OOJ 

PROPOSED N. MULLIS DRILLING UNIT 
CHAVES COUNTY, NEW MEXICO 

T-I4-S 8 T- I5 -S = R - 2 9 - E 

SCALE 2 INCHES = I MILE 
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FEDERAL LANDS 

WORKING INTEREST ACRES IN 

Sec.a 
(i to 

Ser. / 7 

TRACT SERIAL NO. OWNER UNIT 

1. N. M. 02259 Honolulu (Bri t i sh-American 
operating r i g h t s ) 80.00 

2 . N. M. 02259 Honolulu 400.00 
3 . N. M. 051569 Bri t i sh-American 40.00 
4 . N. n-05305 Fred M. Cassidy (Optioned n- to Honolulu) 320.80 
5. N. M. 05413 Honolulu 200.90 
6. L . C . 060546 Hondo 120.00 
7. L . C . 060546-•A H. E . Harrington 40.00 
8. L . C . 066029-•A H. E . Harrington 40.00 
9. L . C . 070534 Fred M. Cassidy (Optioned 

to Honolulu) 80.00 

Tota l Federa l 1,321.70. 

STATE LANDS 

WORKING INTEREST ACRES 
TRACT LEASE NO. OWNER UNIT 

ho 

oo 

4>0 

tod 

10. E-521-2 S i n c l a i r - C i t i e s Serv ice 40.00 
11. E-,5986 T . P . Coal & O i l 160.00 

*12. E-7191 J . K. Wadley 40.00 
Set26 13. B-9933-2 Gulf 40.00 

14. E-9971 Sunray-MidContinent 80.00 

T o t a l State 360.00 

to 

79*3 

* Donald B. Anderson is acquiring this t.act. 

FEE LANDS 

15. Gulf f, 
Fred M7 Cassidy 

320.00 

TOTAL ACREAGE IN UNIT AREA 2.001.70 

hu 
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UNIT OPERATING AGREEMENT 

NORTH MULLIS UNIT AREA 

COUNTY OF CHAVES 

STATE OF NEW MEXICO 

THIS AGREEMENT made as of the 1.5.1* day of M ^ . p h . , 19..6Q.., by 
and among the parties who execute or rat ify this agreement or a counterpart hereof 

WITNESSETH: 
WHEREAS, the Parties have entered into that certain UNIT AGREEMENT FOR THE DEVELOPMENT AND 

OPERATION OF THE NORTH ..MULLIS UNIT AREA, County of. .Qfea.Y.?.§j. 

State of Nejjr.Mexi.co ( d a t e d as of the .1.5.th.....day of. .March , 19..6.Q., 
and hereinafter referred to as the "Unit Agreement," covering the lands described in Exhibit 1, hereto attached, which 
lands are referred to in the Unit Agreement and in this agreement as the "Unit Area"; 

WHEREAS, the Parties enter into this agreement pursuant to Section 7 of the Unit Agreement, 
NOW, THEREFORE, in consideration of the mutual agreements herein set forth, i t is agreed aa follows: 

ARTICLE 1 
DEFINITIONS 

1.1 Unit Agreement Definitions. The definitions contained in the Unit Agreement are adopted for all purposes of 
this agreement. In addition, each term listed below shall have the meaning stated therefor, whenever used in this 
agreement. 

1.2 "Unit Operator" means HONOLULU. OIL...C.ORPCMTION. »W i t s successors. 
as the Unit Operator designated in accordance with the Unit Agreement, acting in that capacity and not as an owner 
of Working Interest. 

1.3 'Tar ty" means a party to this agreement, including the Party acting as Unit Operator when acting as an 
owner of Working Interest. 

1.4 "Costs" means all costs and expenses incurred in the development and operation of the Unit Area pursuant 
to this agreement or the Unit Agreement and all other expenses that are herein made chargeable as Costs, determined 
in accordance with the accounting procedure set forth in Exhibit 2 attached hereto, which shall govern in all matters 
covered thereby, except that in event of inconsistency between said accounting procedure and this agreement, this 
agreement shall control. 

1.5 "Committed Working Interest" means a Working Interest which is shown on Exhibit B to the Unit Agreement 
as owned by a Party and which is committed to the Unit Agreement. 

1.6 "Participating Interest" of a Party means the proportion (expressed as a percentage) that the acreage of its 
Committed Working Interest or Interests bears to the total acreage of all the Committed Working Interests of the 
Parties; for the purposes of this definition (a) the acreage of the Working Interest in a tract within the Unit Area 
shall be the acreage of such tract as set forth in Exhibit B to the Unit Agreement and (b) i f the Working Interest in 
a tract is owned by two or more owners, the acreage of such tract shall be apportioned among them in proportion 
to their respective Working Interests therein. See S e c t i o n 1 . 1 9 . 

1.7 "Beneficial Interest" of a Party means the proportion (expressed as a percentage) that the net acreage of its 
Committed Working Interest or Interests bears to the total net acreage of all the Committed Working Interests of the 
Parties; for the purposes of this definition the net acreage of the Committed Working Interest owned by a Party In 
a tract shall be calculated by multiplying the acreage of such tract, as shown in Exhibit B to the Unit Agreement, by 
the percentage of the oil and gas which, if produced from such tract in the absence of the Unit Agreement and this 
agreement, would accrue to such Committed Working Interest after deducting all Lease Burdens (whether payable in 
cash or in kind) shown on said Exhibit B as an encumbrance upon such Committed Working Interest. See S e c t i o n 1 . 1 9 . 

1.8 "Lease Burdens" means the royalty reserved to the lessor in an oil and gas lease, an overriding royalty, a 
production payment and any similar burden, but does not include a carried working interest, a net profits interest or 
any other interest which is payable out of profits. 

1.9 "Available Production" means all Unitized Substances produced and saved from the Unit Area except so much 
thereof as is used in the conduct of operations under the Unit Agreement and this agreement and so much thereof as 
is delivered in kind to owners of Lease Burdens entitled to delivery thereof in kind. 

1.10 "Drilling Party" means the Party or Parties obligated to contribute to the Costs incurred in Drilling, Deep­
ening or Plugging Back a well in accordance with this agreement. 

1.11 ''Non-Drilling Party" means a Party not obligated to contribute to the Costs incurred in Drilling, Deepening 
or Plugging Back a well in accordance with this agreement. 

1.12 "Dr i l l " means to perform all operations reasonably necessary and incident to the drilling of a well, including 
preparation of roads and drill site, testing and, i f productive of Unitized Substances, completing and equipping for 
production, including flow lines, treaters, separators and tankage, or plugging and abandoning, i f dry. 

1.13 "Deepen or Plug Back" means to perform all operations reasonably necessary and incident to deepening or 
plugging back a well, testing and, if productive of Unitized Substances, completing or recompleting and equipping for 
production, including flow lines, treaters, separators and tankage, or plugging and abandoning, i f dry. 

1.14 "Initial Test WeH" means a test well specifically provided for in Section 9 of the Unit Agreement and 
described in Exhibit 3 attached hereto. 

1.15 "Subsequent Test Well" means a test well drilled after the drilling of the Initial Test Well or Wells, and 
before discovery of Unitized Substances in paying quantities in the Unit Area. 

1.16 "Approval of the Parties" or "Direction of the Parlies" means an approval, authorization or direction which 
receives the affirmative vote of the Parties specified in Section 7.2. 

1.17 "Salvage Value" of materials and equipment means the value of such materials and equipment determined in 
accordance with Exhibit 2, less the reasonably estimated costs of salvaging the same. 

1.18 Each Party is herein referred to by the neuter pronoun " i t . " 
1.19 Exhibits. See Page 13. „ „ 

ARTICLE 2 
APPORTIONMENT OF COSTS AND OWNERSHD? OF AVAILABLE PRODUCTION AND PROPERTY 

2.1 Apportionment. Except as otherwise specified herein, (particular reference being made to Sections 9.3 Taxes. 1 2 . 2Cbsts 
l l i lO DXfuut t t Of tion fl Assignment, 14.11 Rights and Obligations of Prilling Party Undaa Option 8t 16.7 Relinquish^ o f 
ment of Interests by Non-Drilling Party, 16.8 Rights and Obligations of Drilling Party, 18.9 Relinquishment of Interest) -, * 
by Non-Drilling Parties, 18.11 Rights and Obligations of Drilling Parties, and 25.3 Rights and Obligations of N o n - p ^ 1 - 1 " 1 - 1 1 ^ ' 
Abandoning Party): 1 

A. Al l Costs incurred by Unit Operator in the conduct of operations pursuant to this agreement shall be borne 
by the Parties in proportion to their respective Participating Interests. 

B. Al l Available Production shall be owned by the Parties in proportion to their respective Beneficial Interests. 
C. A l l materials, equipment and other property, whether real or personal, acquired by Unit Operator, and the 

cost of which is chargeable as Costs pursuant to this agreement, shall be owned by the Parties in proportion to 
their respective Participating Interests. 
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2.2 Revision of Apportionment. Upon termination or other removal of a Lease Burden shown in Exhibit B to the-
Unit Agreement as an encumbrance upon a Committed Working Interest, the net acreage of such Committed Working 
Interest and the Beneficial Interests of all Parties shall be revised, but Unit Operator shall not be required to recognize 
the change in Beneficial Interests resulting from such revision until the f irst day of the month next succeeding the 
termination or other removal of such Lease Burden. No other change shall be made in the Beneficial Interests of the-
Parties and no change shall be made in the Participating Interests of the Parties, except for transfers of Committed 
Working Interests and except as otherwise specified herein (particular reference being made to Sections 4.2 Failure 
to Pay Rentals and 11.7 Effect of Disapproval of Title). 

ARTICLE 3 
UNLEASED INTERESTS 

3.1 Treated as Leased, „ xinr-ty ™.-r>„ i„ on n> ™y r -»> ~* ~n —» g ™ ^gu<-T ^ * — \ ,.„<-i.jn 

Unit Area, free from oU and gas lease or other contract in the nature thereof, such Party shall be deemed to own a 
Committod Working Interest in suoh traot, and aloo a royalty interest in such tract, in tho aame manner and with 
like off oat an i i each Party'o oil and gan righto in ouoh tract were covered by the form of cil and gaa lease attached 
hereto ao Exhibit 1 and oo i f ouoh Party ownod both tho royalty intcrcat reserved in such lease and tho interest of tho 
looooo undor nuoh loaoo. Howavoj, ouoh Party ohall havo the right to toko in land all Unitigod Subotanooo qooruing 
to tho royalty intorost doemod ownod by i t in ouoh tract, in the same manner as i t ia entitled to toko in kind ita pro 
portionato oharo of Available) Pr-oduotion. See Page 1 4 . 

3.2 Execution of Lease. In any provisions hereunder where reference is made to an assignment by any Party of 
its Committed Working Interest to any other Party, such reference as to any Party owning an unleased interest 
shall be interpreted to mean that such Party shall execute an oil and gas lease to such other Party in the form attached 
hereto as Exhibit 4, which shall satisfy the requirement for assignment of a Committed Working Interest. 

ARTICLE 4 
RENTALS AND LEASE BURDENS 

4.1 Payment of Rentals. Each Party whose Committed Working Interest in a tract within the Unit Area is held 
under oil and gas lease shall pay, on or before the due date thereof, each installment of rental becoming due and 
payable under such lease, in respect of such tract, unless and until surrender of such lease is directed by the Parties 
in accordance with Article 26 dealing with Surrender, and such Party shall furnish evidence of payment thereof to 
Unit Operator and to each of the other Parties who makes written request therefor. Upon receipt of evidence accep­
table to I t of the payment of any such installment of rental which becomes due on or after the effective date of this 
agreement, Unit Operator shall credit or reimburse the Party who made payment thereof for the amount of such 
installment, which shall be charged as Costs and borne by the Parties in proportion to their respective Participating 
Interests. 

4.2 Failure to Pay Rentals. I f an oil and gas lease covering a tract within the Unit Area is terminated by failure 
to make proper payment of rental required to be paid by a Party in accordance with Section 4.1, such Party shall 
make a bona fide effort at its own expense to obtain a new lease covering the same interest in such tract as that 
covered by the terminated lease. I f the new lease is not obtained within sixty (60) days after such termination, loss 
of the terminated lease shall have the same consequences as if title to the terminated lease had failed before approval 
thereof in accordance with Article 11 dealing with Titles, and the Participating Interests and Beneficial Interests of 
the Parties shall be changed accordingly, effective as of the first day of the month following such termination. I f a 
Party's failure to make proper payment of rental required to be paid by i t in accordance with Section 4.1 i3 uninten­
tional, such Party shall not be liable in damages to the other Parties. 

4.3 Lease Burdens Payable by Unit Operator. Any and all payments (including minimum royalties) accruing to 
Lease Burdens shown in Exhibit B to the Unit Agreement on the effective date hereof, (including any such Lease 
Burdens not committed to the Unit Agreement) in respect of Unitized Substances, shall be made by Unit Operator 
for the account of the Parties. Al l such payments made by Unit Operator shall be charged to and borne by the Parties 
in proportion to their respective Beneficial Interests, except that all such payments made in respect of Unitized Sub­
stances produced from a well owned by less than all the Parties shall be charged to and borne by the Party or Parties 
owning such well in the proportions that such Parties share in the Available Production therefrom. Also, Unit Operator 
shall deliver Unitized Substances tp owners of Lease Burdens who have the right and who elect to take the same in kind. 

4.4 Lease Burdens and Other Interests Payable by Parties. I f a Committed Working Interest is subject to a Lease 
Burden not shown in Exhibit B to the Unit Agreement on the effective date hereof or to a carried working interest, 
net profits interest or any other interest which is payable out of profits, the Party owning such Committed Working 
Interest shall be solely responsible for, and shall bear the entire burden of, any and all payments accruing thereto in 
respect of Unitized Substances. 

ARTICLE 5 
COMPENSATORY ROYALTD3S 

5.1 Payment and Apportionment. Whenever demand is made in accordance with the Unit Agreement for the drill­
ing of a well for the protection of the Unit Area f rom drainage, or for the payment of compensatory royalties in lieu 
thereof, Unit Operator shall give written notice thereof to each Party. I f payment of such compensatory royalties is 
Approved by the Parties, Unit Operator shall make payment thereof. Al l payments so made by Unit Operator shall 
be charged as Costs and borne by the Parties in proportion to their respective Participating Interests. I f payment of 
compensatory royalties is not approved by the Parties then the rights and obligations of the Parties shall be governed 
by Article 17 dealing with Required Wells. 

ARTICLE 6 
LIABILITIES FOR DAMAGES TO OWNERS OF UNCOMMITTED ROYALTY INTERESTS 

6.1 Apportionment. I f the royalty interest reserved to the lessor in any oil and gas lease covering land within the 
Unit Area, or any part of such royalty interest, is not committed to the Unit Agreement, and i f operations conducted 
pursuant to this agreement result in liability in damages to the owner or owners of such uncommitted royalty interest, 
the amounts payable by reason of such liability shall be charged as Costs and borne by the Parties in proportion to their 
respective Participating Interests, but this Section 6.1 does not include liability for payment of uncommitted Lease 
Burdens, such payments being provided for in Section 4.3 dealing with Lease Burdens Payable by Unit Operator. 

ARTICLE 7 
SUPERVISION OF OPERATIONS BY PARTD3S 

7.1 Right of Supervision. Al l operations conducted by Unit Operator under this agreement or the Unit Agreement 
shall be subject to supervision and control by the Parties acting in accordance with the succeeding provisions of this 
Article; however, if less than all of the Parties are chargeable with the Costs incurred in the conduct of a particular 
operation, such as the Drilling, Deepening or Plugging Back of a well, then, except as provided in Section 18.7 dealing 
with Effect of Election to Deepen or Plug Back and Limitation on Right, only the Party or Parties obligated to bear 
such Costs shall have right of supervision over such operation. 

7.2 Voting Control. Each Party having the right to vote on any matter shall have a vote thereon equal to its 
Participating Interest. Except as provided in Section 20 of the Unit Agreement and except as otherwise specified herein, 
(particular reference being made to Sections 7.6 Audits, 11.5 Approval of Titles, 21.1 Consent Required [Secondary 
Recovery and Pressure Maintenance], 25.1 Consent Required [Abandonment of Producing Wells], 26.2 Right to Sur­
render Inside Participating Area, and 36.2 Required Withdrawal), the affirmative vote of Parties having. 

eighty. per cent (. .....80.... ..%) or more of the voting power on any matter which is proper 

for action by them shall be binding on all Parties entitled to vote thereon; provided, however, that i f one Party voting 

in the affirmative has . e . . i&hty. per cent ( BQ...%) or more of the voting power, the affirma­
tive vote of such Party shall not be binding on the Parties entitled to vote thereon unless its vote is supported by the 
affirmative vote of at least one additional Party; and provided further, that i f one Party voting in the negative has 

more than. t w e n t y . per cent ( 20 % ) , but less than f i f t y per cent (50%), of the voting 
power, the affirmative vote of the Parties having a majority of the voting power shall be binding on all Parties entitled 

_ 2 — 
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to vote unless such Party's negative vote is supported by the negative vote of at least one additional Party. In the event 
only two Parties are entitled to vote, the vote of the one with the greater interest shall prevail. A Party failing to vote 
shall not be deemed to have voted either in the affirmative or in the negative. Any approval, authorization or direc­
tion provided for in this agreement which receives the affirmative vote above specified shall be deemed given by and 
shall be binding on all Parties entitled to vote thereon, except where the vote of a larger percentage is specifically 
required. 

7.3 Meetings. Any matter which is proper for consideration by the Parties or any of them, may be considered at 
a meeting held for that purpose. A meeting may be called by Unit Operator at any time and a meeting shall be 
called by Unit Operator upon written request of any Party, or Poptioo having i . . . . , per cent 

( <fa) at more of tha voting power on aach matter ta bo considered at the meeting. At least ten (10) days in 
advance of each meeting, Unit Operator shall give each Party entitled to vote thereat written notice of the time, place 
and purpose of the meeting. 

7.4 Action Without Meeting. In lieu of calling a meeting, Unit Operator may submit any matter which is proper 
for consideration by the Parties, or any of them, by giving to each such Party written notice by mail, telegraph, or 
telephone (confirmed in writing not later than the next business day), describing in adequate detail the matter so 
submitted. Each Party entitled to vote on any matter so submitted shall communicate its vote thereon to Unit Oper­
ator by mail, telegraph, or telephone, (confirmed in writing not later than the next business day), within such period, 
not less than ten (10) nor more than thirty (30) days, as may be designated in the notice given by Unit Operator, 
provided, however, that if within ten (10) days after submission of such matter request is made for a meeting in 
accordance with Section 7.3, such matter shall be considered only at a meeting called for thut purpose. I f a meeting 
is not required then, at the expiration of the period designated in the notice given by i t , Unit Operator shall give 
to each Party entitled to vote thereon written notice stating the tabulation and result of the vote. 

7.5 Representatives. Promptly after execution of this agreement, each Party by written notice to all other Parties 
shall designate a representative authorized to vote for such Party, and may designate an alternate who is authorized 
to vote for such Party in the absence of its representative. Any such designation of a representative or alternative 
representative may be revoked at any time by written notice given to all other Parties, provided such notice desig­
nates a new representative or alternate representative as the case may be. In addition, any corporate Party may vote 
through its President or any of its Vice Presidents, and a Party which is a partnership may vote through any of its 
partners. 

7.6 Audits. From time to time, but not more often than once each year an audit may be made of Unit Operator's 
records and books of account pertaining to operations hereunder. Each such audit shall be made by auditors in the 
employ of Parties whenever an audit is Directed by the Parties other than the Party acting as Unit Operator, which 
Parties shall also Approve the allowance to be made to each Party furnishing an auditor. Such allowances shall be 
paid by the Parties (other than the Party acting as Unit Operator) in proportion to their respective Participating 
Interests among themselves. 

7.7 Extraneous Projects. Nothing contained in this agreement shall be deemed to authorize the Parties, by vote or 
otherwise, to act on any matter or authorize any expenditure unless such matter or expenditure relates to the con­
duct of operations authorized by the Unit Agreement or this agreement. 

ARTICLE 8 
UNIT OPERATOR'S POWERS AND RIGHTS 

8.1 In General. Subject to the limitations provided for in this agreement all operations authorized by the Unit 
Agreement and this agreement shall be managed and conducted by Unit Operator. Unit Operator shall have exclusive 
custody of all materials, equipment and other property owned by the Parties jointly. 

8.2 Employees. A l l individuals employed by Unit Operator in the conduct of operations hereunder shall be the 
employees of Unit Operator alone, and their working hours, rates of compensation and all other matters relating to 
their employment shall be determined solely by Unit Operator. 

8.3 Non-Liability. Unit Operator ohall not bo liablo to any other Party for anything done or omitted to bo dono 
by i t in tho oonduot of oporationo horoundor except in caac of bad faith. See Page 1 4 . 

8.4 Force Majeure. The obligations of Unit Operator hereunder shall be suspended to the extent that, and only 
so long as, performance thereof is prevented by fire, action of the elements, strikes or other differences with workmen, 
acts of civil or military authorities, acts of the public enemy, restrictions or.restraints imposed by law or by regula­
tion or order of governmental authority, whether federal, state or local, inability to obtain necessary rights of access, 
or any other cause reasonably beyond control by Unit Operator, whether or not similar to any cause above enumer­
ated. Whenever performance of its obligations is prevented by any such cause, Unit Operator shall give notice thereof 
to the other Parties as promptly as reasonably possible. 

8.5 Lien. Each of the other Parties hereby grants to Unit Operator a lien upon its Committed Working Interests, 
its interest in all jointly owned materials, equipment and other property and its interest in all Available Production, as 
security for payment of Costs and Lease Burdens chargeable to i t , together with any interest payable thereon. Unit 
Operator shall have the right to bring any action at law or in equity to enforce collection of such indebtedness with 
or without foreclosure of such lien. In addition, upon default by any Party in the payment of Costs or Lease Burdens 
chargeable to it, Unit Operator shall have the right to collect and receive from the purchaser or purchasers thereof 
the proceeds of such Party's share of Available Production, up to the amount owing by such Party plus interest at the 
rate of 6% per annum until paid; each such purchaser shall be entitled to rely on Unit Operator's statement concern­
ing the existence and amount of any such default. 

8.6 Advances. Unit Operator, at its election, shall have the right from time to time to demand and receive f rom 
the other Parties payment in advance of their respective shares of the estimated amount of the Costs to be incurred 
in operations hereunder during any month, which right may be exercised only by submission to each such Party of 
a properly itemized statement of such estimated Costs, together with an invoice for its share thereof. Each such statement 
and invoice for the payment in advance of estimated Costs for any month shall be submitted on or about the twenti­
eth (20th) day of the next preceding month. The amount of each such invoice shall be payable within fifteen (15) days 
after the mailing thereof, and thereafter shall bear interest at the rate of six per cent (6%) per annum until paid. 
Proper adjustment shall be made monthly between such advances and Costs, to the end that each Party shall bear and 
pay its proportionate share of Costs incurred and no more. Unit Operator may request advance payment or security for 
the total estimated Costs to be incurred in a particular Drilling, Deepening or Plugging Back operation and shall not be 
obligated to commence such operation unless and until such advance payment is made or Unit Operator is furnished se­
curity acceptable to i t for the payment thereof by the Party or Parties chargeable therewith. 

8.7 Use of Unit Operator's Drilling Equipment. Any Drilling, Deepening or Plugging Back operation conducted 
hereunder may be conducted by Unit Operator by means of its own tools and equipment provided that the rates to 
be charged and the applicable terms and conditions are set forth in a form of drilling contract Approved by the 
Party or Parties chargeable with the Costs incurred in such operation, except that in any case where Unit Operator 
alone constitutes the Drilling Party, such drilling contract shall be Approved by the Parties. 

8.8 Rights as Party. As an owner of Committed Working Interest, the Party acting as Unit Operator shall have the 
same rights and obligations hereunder as if i t were not the Unit Operator. In each instance where this agreement 
requires or permits a Party to give a notice, consent or approval to the Unit Operator, such notice, consent or ap­
proval shall be deemed properly given by the Party acting as Unit Operator if and when given to all other Parties. 

ARTICLE 9 
UNIT OPERATOR'S DUTIES 

9.1 Specific Duties. In the conduct of operations hereunder, Unit Operator shall: 
A. Drilling of Wells. Drill , Deepen or Plug Back a well or wells only in accordance with the provisions of 

this agreement; 
B. Compliance with Laws and Agreements. Comply with the provisions of the Unit Agreement, all applicable 

laws and governmental regulations (whether federal, state or local), and Directions by the Parties pursuant to 
this agreement; in case of conflict between such Directions and the provisions of the Unit Agreement or such 
laws or regulations, the provisions of the Unit Agreement or such laws or regulations shall govern; 

C. Consultation with Parties. Consult freely with the other Parties concerning operations hereunder, and keep-
them advised jgf all matters arising in operations hereunder which Unit Operator deems important, in the exer­
cise of its be* judgment; 

D. Payment of Costs. Pay all Costs incurred in operations hereunder promptly as and when due and payable, 
and keep the Committed Working Interests and all jointly owned property free from liens which may be claimed 
for the payment of such Costs, except any such lien which i t disputes, in which event Unit Operator may contest 
the disputed lien upon giving to the other Parties written notice thereof: 
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E. Records. Keep fu l l and accurate records of all Costs incurred, Lease Burdens paid and controllable ma­
terials and equipment, which records, and receipts and vouchers in support thereof, shall be available for in­
spection by authorized representatives of the other Parties at reasonable intervals during usual business hours at 
the office of Unit Operator; 

F. Information. Furnish to each of the other Parties "who makes timely written request therefor (1) coplea 
of Unit Operator's authorization for expenditure or itemizations of estimated expenditures in excess of $.5.#.Q0.Q...Q0. , 
(2) copies of all drilling reports, well logs, basic engineering data, tank tables, gauge reports and run tickets, 
(3) reports of stock on hand at the f irst of each month, (4) samples of cores or cuttings taken from wells drilled 
hereunder, to be delivered at the well In containers furnished by the Party requesting same, and (5) such other or 
additional information or reports as may be Directed by the Parties in accordance with the provisions of Section 
7.2 dealing with Voting Control; 

G. Access to Unit Area. Permit each of the other Parties, through its duly authorized employees or agents, 
but at its sole risk and expense, to have access to the Unit Area at all times, and to the derrick floor of each 
well drilled or being drilled hereunder, for the purpose of observing operations conducted hereunder and In­
specting jointly owned materials, equipment or other property, and to have access at reasonable times to infor­
mation and data in the possession of Unit Operator concerning the Unit Area. 
9.2 Insurance. 

A. Unit Operator's. Unit Operator shall comply with the Workmen's Compensation law of the state in which 
the Unit Area is located. Unit Operator shall also maintain in force at all times with respect to operations here­
under such other insurance, i f any, as may be required by law. In addition Unit Operator shall maintain such 
other insurance, i f any, as is described in Exhibit 5 hereto attached or as is Approved from time to time by the 
Parties. Unit Operator shall carry no other insurance for the benefit of the Parties except as above specified. 
Upon written request of any Party, Unit Operator shall furnish evidence of insurance carried by i t with respect 
to operations hereunder. 

B. Contractor's. Unit Operator shall require all contractors engaged in operations under this agreement to 
comply with the Workmen's Compensation law of the state in which the Unit Area is located and to maintain 
such insurance as Unit Operator may be Directed by the Parties to require. 

C. Automotive Equipment. In the event Automobile Public Liability insurance is specified in said Exhibit 5 
or is subsequently Approved by the Parties no direct charge shall be made by Unit Operator for premiums 
paid for such insurance for Operator's fully owned automotive equipment. 
9.3 Taxes. Any and all ad valorem taxes payable upon the Committed Working Interests (and upon Lease Bur­

dens which are not payable by the owners thereof), or upon materials, equipment or other property acquired and 
held by Unit Operator hereunder, and any and all taxes (other than income taxes) upon or measured by Unitized 
Substances produced from the Unit Area which are not payable by the purchaser or purchasers thereof or by the 
owner of Lease Burdens, shall be* paid by Unit Operator as and when due and payable and shall be charged and 
borne as follows: 

A. Taxes upon materials, equipment and other property acquired and held by Unit Operator hereunder shall 
be charged to and borne by the Parties owning the same in proportion to their respective interests therein. 

B. Al l other taxes paid by Unit Operator shall be charged to and borne by the Parties in proportion to 
their respective Beneficial Interests, except that in the case of a well owned by less than all the Parties such 
taxes shall be charged to and borne by the Party or Parties owning such well in the same proportions that 
they share in the Available Production therefrom. Al l reimbursements from owners of Lease Burdens, whether 
obtained in cash or by deduction from Lease Burdens, on account of any taxes paid for such owners shall be 
paid or credited to the Parties in the same proportions as such taxes were charged to such Parties. 

C. In the event of a transfer by one Party to another under the provisions of this agreement of any Com­
mitted Working Interest or of any interest in any well or in the materials and equipment in any well or in the 
event of the reversion of any relinquished interest as in this agreement provided the taxes above mentioned 
assessed against the interest transferred or reverted for the taxable period in which such transfer or reversion 
occurs shall be apportioned between such Parties so that each shall bear the percentage of such taxes which is 
proportionate to that portion of the taxable period during which i t owned such interest. Each Party shall 
promptly furnish Unit Operator with copies of notices, assessments, levies or tax statements received by i t per­
taining to the taxes to be paid by Unit Operator. Unit Operator shall make such returns, reports and statements 
as may be required by law in connection with any taxes above provided to be paid by i t and shall furnish copies 
to the parties upon request. I t shall notify the Parties of any tax which i t does not propose to pay before such 
tax becomes delinquent. 
9.4 Non-Discrimination. Unit Oporator shall not disoriminato againot any omploycc or applicant for employment 

because of race, craod, color or national origin, and an identical provision shall be incorporated in—all eontracta 
mado by Unit Oporator with independent contractors. See Page IZ . . 

9.5 Drilling Contracts. Each Drilling, Deepening or Plugging Back operation conducted hereunder, and not per­
formed by Unit Operator with its own tools and equipment in accordance with Section 8.7 dealing with Use of Unit 
Operator's Drilling Equipment, shall be performed by a reputable drilling contractor having suitable equipment and 
personnel under written contract between Unit Operator and the contractor, at the most favorable rates and on the 
most favorable terms and conditions bid by any such contractor after soliciting bids, i f bids are obtainable, but 
otherwise at rates and on terms and conditions Approved by the Parties. 

ARTICLE 10 
LIMITATIONS ON UNIT OPERATOR 

10.1 Specific Limitations. In the conduct of operations hereunder, Unit Operator shall not, without first obtaining 
the Approval of the Parties, 

A. Change In Operations. Make any substantial change in the basic method of operation of any well, except 
in the case of an emergency. 

B. Limit on Expenditures. Undertake any project reasonably estimated to require an expenditure in excess 
of. . C i y e . . „ t h o u a a n d Dollars ($.5.a.Q00.,.P0..); provided, however, that (1) Unit Operator ls 
authorized to make all usual and customary operating expenditures that are required ui the normal course of pro­
ducing operations or that are included in a budget Approved by the Parties, and (2) whenever Unit Operator is 
authorized to conduct a Drilling, Deepening or Plugging Back operation, or to undertake any other project, in 
accordance with this agreement, Unit Operator shall be authorized to make all reasonable and necessary expendi­
tures in connection therewith and (3) in case of emergency, Unit Operator may make such immediate expendi­
tures as may be necessary for the protection of life or property, but notice of such emergency shall be given to 
all other Parties as promptly as reasonably possible. 

C. Partial Relinquishment. Make any partial relinquishment of its rights as Unit Operator or appoint any 
suboperator. 

D. Settlement of Claims. Pay in excess of Five Hundred Dollars ($500.00) in the settlement of any claim 
(other than Workmen's Compensation claims) for injury to or death of persons, or for loss of or damage to 
property. vv 

E. Determinations. Make any of the determinations mentioned =t""M"n ?1 of the Unit Agreement, except 
as otherwise specified in this agreement. 

ARTICLE I I 
TITLES 

11.1 Representations of Ownership. Each Party represents to all other Parties that its ownership of Working In ­
terests in the Unit Area is that set out in Exhibit B of the Unit Agreement. I f i t develops that any such representa­
tion of ownership is incorrect the rights and responsibilities of the Parties shall be governed by the provisions of this 
Article 11, but such erroneous representation shall not be a cause for cancelling or terminating this Agreement. 

11.2 Title Papers to Be Furnished Before Discovery. 
A. Lease Papers. Each party, after executing this agreement, shall upon request promptly furnish Unit Oper­

ator, and any other Party requesting same, with photostatic copies of all leases, assignments, options and other 
contracts which it has in its possession relating to Its Committed Working Interests, 



ROCKY MOUNTAIN UNIT OPERATING AGREEMENT 
Form 1 (Undivided Interest) May, 1954 

B. Title Papers for Initial Test WelL Promptly after the effective date of this agreement each Party whose 

Committed Working Interests cover any land, any part of which is within an area of 1.6Q acres 
delineated by Unit Operator surrounding the location of the Initial Test Well, shall at its own expense furnish 
Unit Operator with the following title material relating to such land, or to the Committed Working Interests cov­
ering the same: 

(1) Abstracts of title based upon the county records certified to current date, 
(2) Al l Lease Papers, or photostatic copies thereof, mentioned in Section 11.2 A which the Party has in its 

possession, and which have not been previously furnished to Unit Operator, 
(3) Copies of any title opinions which the Party has in its possession, 
(4) I f federal lands are involved, status reports of current date setting forth the entries found in the district 

land office and the Washington, D. C, land office of the Bureau of Land Management for the lands in­
volved, and also a certified copy of the serial register for the federal leases involved, 

(5) I f state lands are involved, status reports of current date showing the entries pertaining to the land in ­
volved found in the records of such state, 

(6) I f Indian lands are involved, status reports for the land involved showing the entries found in the office 
of the Superintendent of the Indian Agency and the area office for such Indian lands and in the Bureau 
of Indian Affairs in Washington, D. C. 

C. Title Papers For Subsequent Test WeU. Prior to the drilling of any Subsequent Test Well each Party 

whose Committed Working Interests cover any land, any part of which is within an area of l6.Q......acres de­
lineated by Unit Operator surrounding the location of such Subsequent Test Well, shall at its own expense and 
upon request furnish Unit Operator with the title materials listed in Section 11.2 B relating to such land or its 
Committed Working Interests therein. 
11.3 Title Committee. Promptly after the effective date of this agreement the Parties shall appoint a Title Com­

mittee which shall arrange for all title examinations herein provided for and shall distribute copies of title opinions 
to all Parties as soon as they are prepared. 

11.4 Expense of Title Examination and Curative Work. A l l expenses incurred in connection with a title examina­
tion hereunder prior to the discovery of Unitized Substances in paying quantities shall be charged to and borne by 
the Parties obligated to bear the Costs of Drilling the well for which title examination is made. A l l expenses incurred 
in connection with title examination's hereunder after such discovery shall be charged as Costs and borne by the 
Parties in proportion to their respective Participating Interests. Such curative work as is performed to meet title re­
quirements concerning a Committed Working Interest shall be performed by and at the expense of the Party claim­
ing such interest. 

11.5 Approval of Titles. After a title examination has been completed and a reasonable time not exceeding 
thirty (30) days has been allowed for any necessary curative work, the Title Committee shall submit to each Party a 
report concerning the title examination, with written recommendation for approval or disapproval of the title to each 
Committed Working Interest involved. Each Party, within fifteen (15) days after receipt of such report and recom­
mendation, shall notify each of the other Parties in writing whether i t approves or disapproves title to the Committed 
Working Interests covered by the report. Any Party disapproving any title shall state the reasons therefor. I f the 
Title Committee has unanimously recommended approval of the title to a Committed Working Interest a Party who 
does not so disapprove title thereto within said fifteen (15) day period shall be deemed to have approved such title. 
Title to a Committed Working Interest shall be deemed approved i f and when approved as above provided by Parties 

having e i g h t y . per cent (. &Q.....%) of the total Participating Interest of all the Parties. 
Title to a Committed Working Interest which is not approved as above provided within the fifteen (15) day period above 
specified shall be deemed disapproved at the end of said period. 

11.6 No Drilling Until Title Approved. No well shall be drilled and no production facilities shall be erected on 
a tract of land within the Unit Area until title to the Committed Working Interest therein has been approved as here­
in provided. 

11.7 Effect of Disapproval of Title. I f title to a Committed Working Interest is disapproved as above provided the 
Party claiming such interest may, within thirty (30) days after such disapproval, either (a) provide indemnity on 
such terms, in such amount and covering such period of time as may be specified by the other Parties or (b) under­
take by written notice to all other Parties to make a bona fide effort to cure, within a period of time specified by 
the other Parties, the deficiencies on account of which title was disapproved. In the latter event the proceeds of all 
Unitized Substances accruing to such interest shall be paid to Unit Operator and held in suspense until title to such 
interest is approved, or until expiration of the time fixed for curing deficiencies in title to such interest. I f either 
of said elections is made by the Party claiming such interest and title to such interest is not approved within the 
time specified as above provided, or if neither of said elections is made by such Party, the following provisions shall 
then apply: 

A. Revision of Interests. The interest, title to which has been disapproved, shall no longer be subject to this 
agreement and effective as of the first day of the month following such disapproval of title the Participating 
Interests and the Beneficial Interests of the Parties shall be revised accordingly; and 

B. Reimbursement. I f at the time of such disapproval of title the Party who claims ownership of such interest 
has not been ful ly reimbursed by the proceeds or market value of Unitized Substances theretofore allocated to 
such interest, for the share of Costs theretofore charged to such Party on account of such interest, such Party 
shall have the right: 

(1) to receive the proceeds of Unitized Substances theretofore accrued to such interest and then held in sus­
pense, up to the amount of such unrecovered Costs; and 

(2) insofar as such unrecovered costs are not paid out of said proceeds held in suspense, to receive that por­
tion of the Unitized Substances thereafter produced which would be allocable to such interest had title 
thereto not been disapproved until the proceeds or market value of such portion (plus the proceeds held 
in suspense, i f any) shall equal such unrecovered Costs; said portion of Unitized Substances shall be 
contributed by the other Parties in proportion to their respective Beneficial Interests. 

11.8 Title Examination Before Discovery. Prior to the drilling of the Initial Test Well and prior to the drilling 
of any Subsequent Test Wells the Title Committee shall examine or cause to be examined title to all Committed 
Working Interests which cover lands within the areas delineated by Unit Operator and referred to in Sections 11.2 B 
and 11.2 C and secure the approval or disapproval of the same. Prior to the drilling of the Initial Test Well any Party 
shall have the right to request title examination of any Committed Working Interest which . i t claims and which 
covers land outside the area delineated by Unit Operator under Section 11.2 B and secure the approval or disapproval 
of the same. The expense of any such requested title examination shall be borne by the requesting Party. 

11.9 Title Papers to Be Furnished After Discovery. After discovery of Unitized Substances in paying quantities in 
the Unit Area each Party shall promptly furnish to Unit Operator all the title material listed in Section 11.2 B relat­
ing to all its Committed Working Interests. 

11.10 Title Examination After Discovery. Promptly after discovery of Unitized Substances in paying quantities 
in the Unit Area the Title Committee shall examine or cause to be examined title to all Committed Working Interests 
and secure the approval or disapproval of the same. 

11.11 Failure of Title to Approved Interest. I f title to any Committed Working Interest has been approved and 
subsequently fails in whole or in part, the following shall be the consequences: 

A. Effect Upon Committed Parties. Such title failure shall not cause any change in the proportions in which 
the Parties to this agreement at the date of such title failure as among themselves bear Costs and share in Uni­
tized Substances, whether or not the true owner of the interest to which title failed joins in the Unit Agreement 
and this agreement. 

B. Damages. Any loss, liability, damage or expense arising by reason of such failure of title, except liability 
to third parties for damages on account of prior production of Unitized Substances, shall be charged as Costs 
and borne by the Parties to this agreement at the date of title failure in proportion to their respective Participat­
ing Interests on such date. 
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C. Accounting for Unitized Substances. Any liability to third parties for damages on account of prior pro­
duction of Unitized Substances shall be borne by the Parties in the same proportions in which they shared in 
such prior production. 
11.12 Joinder by True Owner. The true owner of a Working Interest which has ceased to be subject to this agree­

ment because title is disapproved or because title has failed may, upon such terms and conditions as are Approved by 
the Parties, join this agreement or enter into a separate operating agreement. 

ARTICLE 12 
INITIAL TEST WELL 

12.1 Location. Unit Operator shall begin to drill the Initial Test Well within the time required by Section 9 of 
the Unit Agreement or any extension thereof at the location specified in Exhibit 3 attached hereto. 

12.2 Costs of Drilling. The Costs of Drilling the Initial Test WeU shall be shared by the Parties in the manner 
and in the proportions specified in said Exhibit 3 and i n that cer ta in l e t t e r agreement among the 
Parties dated March 31, I960. 

ARTICLE 13 
ADDITIONAL DUELLING AND DEEPENING OR PLUGGING BACK 

13.1 No Liability Without Consent. Except as provided in Exhibit 3 with respect to the Initial Test Well and ex­
cept as provided in Section 17.4 dealing with Required Drilling no Party shall be liable for any portion of the Costs of 
Drilling any well or for any portion of the Costs incurred in Deepening or Plugging Back a well unless i t elects to 
participate in such operations as hereinafter provided. 

(Nctoi The following Artioloo 11 aro altognatoo. The Partioa nheuld strike the one thay do not wish to use ) 

ARTICLE 14-
fi UR FilcTTriNT TEFiT WEIiI.fi 

14il Purposes Tho purpoae of thia Artiolo ic to enablo one or moro of tho Parties to havo a Subsequent Tost 
Well drilled when all tho Partioo do not dosiro to partioipato in tho Cooto of Drilling suoh a wall. Thin Article 
ohall bccomo cffootivo oovonty f i v e — — d a y o in advance of tho date on which a Bubocqucnt Test Well muat be 
drilled to provont tho Unit Agroomont from boooming subjoct to termination, but ahall become effective only i f 
all tho Parties have not thon agreed upon tho Drilling of a Subooquont Toct Woll. Boforo tho boginning of paid 
seventy-five (75)—day period any Party or Parties desiring to Dril l a Subsequent Toot Woll ohall have'the right 
to do no by paaeeading in aooordanbo with) and cubjoot to, tho provioiono of Artiolo 16 doaling with Drilling After 
Dinoovory. 

14.2 Notiee of Proposod Drilling. I f this Section becomoo cffootivo any Party dooiring to havo a Subooquont 
Toot Well drilled ahall give all other Parties writton notice, spocifying the looation, depth and the estimated oost 
of tho propoood Subooquont Toot Woll. Suoh notioo ohall not oroato—an obligation to Drill—tho propoood—woll, 
unl ooo all othor Partioo agroo to partioipato therein. 

11.8 Booponoo to Notioo. Within thirty (30) days after reoeipt of auch notico each Party ahall adviaa all other 
Partioo in writing whether or not i t wishoe to participate in Drilling tho proposod woll. I f all tho Parties ao 
advise that they wish to participate therein, tho proposed woll shall bo Drillod by Unit Oporator for the account 
of all tho Parties. I f any Party faile to respond to such notice within said thirty (30) day period, i t shall be. 
deemed to have elected not to partioipato in Drilling suoh propoood well. 

11.1 Notioo of Election to Dril l . Unless all Parties agroo to participate in response to said notice then within fifteen 
(15) dayo aftor expiration of said period of thirty (30) days each Party then desiring to have the propoaed well 
Drillod ohall give to all other Parties written notice of its election to proceed with tho Drilling of said well. Failure 
to givo ouoh notioo ohall bo doomod an olootion not to participate in 3aid Drilling. 

14 5 Effect of Election to Dri l l . I f all the Parties so elect to proceed Unit Oporator ohall Dri l l tho propoood woll 
for the account of all the Parties, but i f one or more, but not all of the Parties, go elect to proceed. Unit Operator 
shall Dri l l the well for the account of such Party or Parties, who shall constitute tho Drilling Party. In oithor oase 
Unit Oporator ohall oommonoo operations for tho drilling of tho propoood woll ao promptly no roaoonably poooiblo after 
olootion to havo the well Drilled. I f Unit Oporator ie unablo to begin Drilling tho woll prior to tho termination date 
of the Unit Agreement, Unit Operator shall apply for an extension, but if unouoooooful wi l l not bo liablo to tha 
othor Partioo by roooon of tho termination of the Unit Agreement. 

14.6 Subsequent Election. Any Party who has not previously elocted to partioipato in the proposed well may 
do so by written notice given to all other Partiee at any time before operations for Drilling tho woll aro oom-
monood, in whioh ovont ouoh Party chall bo inoludod in tho Drilling Party. Howevor, ouoh Party ohall be bound 
by any and all Directions and Approvals theretofore given by tha Drilling Party concerning the Drilling ef the well. 

14.7 Obligation of Non-Drilling Party. Immediately aftor commencing operations for Drilling the proposed well 
Unit Oporator shall givo writton notioo thoroof to caoh Non Drilling Partyi Within ten (10) daya after ve.ceipt ef auch 
notice each Non-Drilling Party shall be obligated to eleot and oomply with ono of tho following optiono: 

Optittn 1. EK^ffutn and dnlivtir t.n thn drill ing Prrty n g i f " i nnrl nnffi^'ftnt annignmiinti trannfrtrring tn tho Drilling 
Parti ' any and all Committod Working Intorooto ownod by it, together with ito ontiro intoroot undor thio agroo 
mont, inoofar ao rolatoe to all quartosquartor oootionc of land (or equivalent loto) within the Unit Area whieh 

aro oontainod in an approximately square area of acres with auch well in the approximate 
oontor thoroof | or 
Option 8i Eicoouto and dolivor to the Drilling Party o good and ouffioiont aooignmont tranoforring te the Drilling 

Party an undivided por oont (........,•..•...%) of all its Committed Working Intorooto, 

t n c r t h r r w i t h n l i lT- i i n i i * r i i " i P " " f % ) " f itm in tg rgg t u n d a r t h i a 
agreement. 

Whichever aaaignment ia made by a Non Drilling Party shall bo mado with warranty of titlo only againot lions, 
onoumbranooo and olaimo oroatod by it, othor than Loooo Burdono ohown in Enhiblt B to tho Unit Agroomont, 
upon tho intoroot or intorooto oo aceignod. 

1 1 8 T r f f ? " t trf f>ptiirn 1 ^ • • i g - " ' " ' t

l Ay* f"-°<rj"^"°"t TY*n,tn n^^Anr*™ ..ritt. /->p^ff11 ] fff fifmtnn 14i7 ahall nnt 
" -y "^""C" •'" f u " p " " f ; " ! r " t ; " c T"*"™"*-" f V i " P m " f , " i " 1 T " f ~ T ' " " f " " f t v > " p " " f ; " " " " " I "Tirp?irt tn thirst lanrU 

in tho Unit Aroa whioh aro not oovorod by tho aooignmont, but thoroaftor tho lando oovorod by the aaaignment 
shall be deemed Segregated Lando and ohall be oubjoot to tho provioiono of Artiolo 27 doaling with Sogrogatod Lands. 

I A if A — - f i , . — r ^ ~ ^ - f Ti*TTim*fT ft " p " " " *> T f . ^ . j p n ^ w^^i^ ""^— TTti^n 1 pmrlrltin' 
for in Sootion 11,7 to two or moro Partioo oaoh ohall be deemed to have acquired the Committed Working Inter'-
eot and tho intorost undor thio agroomont so assigned in the proportion that the Participating Interest of oaoh as­
signee immediately prior to ouoh assignment thon boaro to tho total Participating Intorooto of all ouoh assignooo. 

14.10 Effect uf Option 9 Assignment. I f any Non 'Drilling Party executes an aooignmont in accordance with Option 
8 of Ecotion 11.7, tho Partioipoting Intorooto and Bonofioial Interests of the Parties shall be revised accordingly, 
offootivo ao of oommonecment ef the proposed well, and Unit Operator ahall make an appropriate revision in 
E^diibit B to the Unit Agreement. In addition, (whether or not tho land on whioh tho woll io drillod haa become 
Sogrogatod Lando by reason vt citeoutien ef an aooignment undor Option—4—of Sootion 14.7), ouoh Non Drilling 
Party ahall bo deomod to havo rolinquishod to tho Drilling Party all of its remaining operating rights and work-
ing intoroot in and to tho propoood woll. I f tho woll io oomplotod an a producer of Unitiaed Substancoa suoh re­
maining op orating righto and working intcreot oo rolinquiohod by aueh Non-Prilling Party ahall revert to i t at 
ouoh time ao tho proooodo or market value of that portion of tho Available) Produotion from the woll whioh would 
havo aooruod to its Bonefioial Intoreet as revised, if the well had been Drilled for the account of all Parties, (aftor 

—6— 
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flaawating frero suah pirneaadE ar mnrliat value a lilio pi ation of Lonco Durdono paid iw oaoh i n rcopoot of tha U n i 
tirrnd Siuhrtnnneg thiiirfnfnfinra Frariwinfl frmm tha wail nnd tho tanoH roforrod to in Sootion 0.3 B) ohall oqual that 
port ion of tho Cooto inourrod in D r i l l i n g tho woil and o p e r a t i n g — — — t o ouoh—time,—whioh—would—havo—boon 
charged to ouoh Non Dr i l l i ng Party'o Part ioipating Intoroot. go roviood had tho wol l boon Dri l lod f o r tho oooount 
of al l Partioo. F rom and af ter nuoh rovoroion, ouoh Non D r i l l i n g Pa r ty ohall (a) bear that poroontage of al l Oooto 
thereaftor inourrod in oporation of tho woll , ond own that percentage of the well , tha operating rights and Work ing 
Intoroot thoroin and tho matorialo and oquipmont—thor-oin or appurtonant thorotoj whioh io oqual to ito Part ioipating 
Interact ao roviood and (b) ov.n that poroontagc of the Available, Production ivovA tl'rn. w t l l whieh iis equal to i tc 
Bonofioial Intoroot ao roviood. 

l d . l l Righto and Obligations of P r i l l i n g Par ty Undor Option 3< I f any Non D r i l l i n g Pa r ty onooutoo an aseign-
~ " " f ; " " " " — — ° " r c-„„t;— -i A T „n f ^ ^ „ : „ „ . l r r . j p „ : n ; _ j j ^ ^ j - r „ j . ^ . . . r 1 1 -^n]] \~n ftTrn" 
by tho D r i l l i n g Par ty and, cubjoot to rovoreion to oaoh euoh—Non Dril l ing—Party of—ite—rolinquiehod—interost,—such 
wol l t tho matoriolo and equipment fclievaiiu ond the Available Production therefrom, ohall be mwncd by the D r i l l i n g 
Party. I f tho D r i l l i n g Par ty includes two or more Parties: 

A . Apportionment ef D u l l i n g Pnitiy Intcroats. Each—ouoh Par ty ohall boar tha t poroontago of al l Costs 
inourrod i n D r i l l i n g and oporating the wol l which io oqual to ito Part ioipating Intoroot and ohall own that por 
oontago of tho Availablo Produotion thorofrom oqual to ito Bonofioial Interest. 

Bi Apportionment of Rolinquiehod—Intorooto.—That poroontago—ttf—all—Cocto incurred—in—Prilling tho well 
whioh ia oqual to tho Par'tioipoting Intoroot er Intoranta of the Non Drilling- Par ty or Partioo ohall be borno 
by the Parties comprising Dr i l l i ng Par ty in proportion to thon 1 rcopootivo Part ioipat ing Intorooto among tham-
oolvooi U n t i l rovoroion of tho rolinquiohod intoroot of a Non Dr i l l i ng Par ty i tho Partioo oomprieing P r i l l i n g 
Pa i ty , i» proportion t f l their respective—Participating Intorooto among thomoolvoot ohall (1) boar that per 
onTitaga ef the Casta inauinmd in oporating the woll oqual tm tjueli Men D r i l l i n g Party's Par t ic ipat ing Intercot 
and (11) own that poroontago of tho Available Production f r o m the w i l l equal tu t in, Deuefieial Interest of sueh 
Non D r i l l i n g Party. 

& LottBO Burdenn. A l l paymonto aooruing to Loaoo Durdono in roapoot of Unitinod Bubotanooo produced f r o m 
tho wol l ohall bo borne by the Partiefl entitled to ohare in tlie Available Produotion thorofrom in the same 
proportiono tha t they are entitled tu ahdin Uuuuiu.— 
11.13 Booonvoyanoo of Aooigncd Intcreata. I f f o r any vcasuu t h t pmposed wel l is not Dri l led to the depth 

in i t i a l ly opooifiod thorofor, thon, unless the well is c o m p l i e d at a leaser depth as a well productive of Unit inod 
Subotanocs in paying quantities, all Interests asai^umd hy Non Dr i l l i ng Pat ties to the. Dr i l l i ng B a i t y in accordance w i t h 
Sootion 14i7 shall BB reftBeignod to ouoh Non Dr i l l i ng Partioo wi thout warranty of t i t l o ouoopt ogoinot liono, enoum 
br ana tie and alaimn eaugod or oroated by tho D r i l l i n g Party. 

(Altornato) 
A R T I C L E 14 

SUBSEQUENT TEST W E L L S 
14.1 Purpose. The purpose of this Ar t ic le is to enable one or more of the Parties to have a Subsequent Test Wel l 

dril led when a l l the Parties do not desire to participate in the Costs of D r i l l i n g such a wel l . This Ar t i c l e shall become 
effective seventy-five (75) days in advance of the date on which a Subsequent Test Wel l must be drilled to prevent the 
U n i t Agreement f r o m becoming subject to termination, but shall become effective only i f a l l the Parties have not then 
agreed upon the dr i l l ing of a Subsequent Test Wel l . Before the beginning of said seventy-five (75) day period any 
Par ty or Parties desiring to D r i l l a Subsequent Test Wel l shall have the r ight to do so by proceeding i n accordance w i t h , 
and subject to, the provisions of Ar t ic le 16, dealing w i t h D r i l l i n g A f t e r Discovery. 

14.2 Rights and Obligations of Dr i l l i ng Party. I f this Ar t ic le becomes effective any Par ty or Parties desiring to 
have a Subsequent Test Wel l Dri l led shall have the r igh t so to do by fo l lowing the same procedure, subject to the 
same rights and obligations, as provided fo r in Ar t ic le 16 dealing w i t h Dr i l l i ng A f t e r Discovery, ouoopt that f o r the 
purpoooo of thio Art io lo tho poroontago apteifind in iiubaeetiun D uf OiiLiuu 10.T dealing u«itli»n.eliiiuui,jluiiinl uf I I I ' 

teresta hy Non D r i l l i n g Por ty ohall bo por oont ( % ) inotoad of 

per oont ( %). 

A R T I C L E 15 
E S T A B L I S H M E N T , R E V I S I O N A N D C O N S O L I D A T I O N 

OF P A R T I C I P A T I N G A R E A S 
15.1 Proposal. U n i t Operator shall ini t iate each proposal f o r the establishment, revision or consolidation of a par t ic i ­

pat ing area by submit t ing the proposal in w r i t i n g to each Party at least f i f t een (15) days before f i l i n g the same w i t h 
the Director. The date of proposed f i l i n g must be shown on the proposal. 

15.2 Objections to Proposal. Prior to tlie proposed f i l i n g date any Par ty may submit to a l l other Parties w r i t t e n 
objections to such proposal. I f the Un i t Operator does not agree w i t h the objection the Par ty mak ing the same may 
renew i t before the Director. 

15.3 Revised Proposal. I f U n i t Operator agrees w i t h any objection i t receives, i t shall revise the proposal and sub­
m i t the same to the Parties in the same manner as i f i t were an original proposal so that a l l Parties w i l l have 
opportunity to object thereto. 

A R T I C L E 16 
D R I L L I N G A F T E R DISCOVERY 

16.1 Purpose. The purpose of this Ar t ic le is to enable one or more of the parties to have a wel l dril led a f t e r dis­
covery of Unitized Substances in paying quantities when a l l the Parties do not desire to participate therein. 

16.2 Notice of Proposed Dr i l l i ng . A t any t ime af ter discovery of Unitized Substances i n paying quantities any 
Par ty may propose the D r i l l i n g of a wel l w i t h i n the U n i t Area by g iv ing to each of the other Parties w r i t t e n notice 
specifying the location, depth and estimated cost of the proposed well , which location shall conform to any applicable 
spacing pattern theretofore adopted or then being followed. 

16.3 Response to Notice. W i t h i n t h i r t y (30) days af ter receipt of such notice each Par ty shall advise a l l other 
Parties in w r i t i n g whether or not i t wishes to participate in Dr i l l i ng the proposed well . I f al l the Parties so advise tha t 
they wish to participate therein, the proposed well shall be Dri l led by Un i t Operator f o r the account of al l the Parties. 
I f any Par ty fa i ls to respond to such notice w i t h i n said t h i r t y (30) day period i t shall be deemed to have elected not t o 
participate in dr i l l ing such proposed well . 

16.4 Notice of Election to D r i l l . Unless al l Parties agree to participate in response to said notice then w i t h i n f i f t e e n 
(15) days af ter expiration of said period of t h i r t y (30) days each Par ty then desiring to have the proposed wel l Dr i l led 
shall give to al l other Parties wr i t t en notice of its election to proceed w i t h the D r i l l i n g of said well . Failure to give 
such notiee shall be deemed an election not to participate in D r i l l i n g said wel l . 

16.5 E f f e c t of Election to D r i l l . I f a l l the Parties so elect to proceed. U n i t Operator shall D r i l l the proposed wel l 
f o r the account of al l the Parties, but i f one or more, but not all, of the Parties so elect to proceed, U n i t Operator shall 
D r i l l the wel l f o r the account of such Par ty or Parties, who shall constitute the D r i l l i n g Par ty; provided, however, that 
i f the proposed well is to be Dri l led w i t h i n a part icipat ing area to any zone or pool f o r which such par t ic ipat ing area 
was established the well shall not be drilled wi thout the Approval of the Parties f i r s t obtained. U n i t Operator shall 
commence operations fo r the D r i l l i n g of the proposed wel l as prompt ly as reasonably possible a f t e r a l l necessary ap­
provals have been obtained. 

16.6 Subsequent Election. A n y Par ty who has not previously elected to participate i n the proposed wel l may do so 
by w r i t t e n notice given to all other Parties at any time before operations f o r D r i l l i n g the wel l are commenced, in 
which event such Party shall be included in the D r i l l i n g Party. However, such Par ty shall be bound by any and a l l 
Directions and Approvals theretofore given by the D r i l l i n g Par ty concerning the D r i l l i n g of the wel l . 

16.7 Relinquishment of Interests by Non-Dri l l ing Par ty . I f any Par ty does not elect, as above provided, to par t ic i ­
pate in D r i l l i n g the proposed well, such Non-Dr i l l ing Par ty shall be deemed to have relinquished to the D r i l l i n g Pa r ty 
all of its operating rights and work ing interest i n and to the proposed well . I f the wel l is completed as a producer o f 
Unit ized Substances the operating r ights and work ing interest so relinquished by such Non-Dr i l l ing Par ty shall revert 
to i t at such t ime as the proceeds or market value of that portion of the Available Production f r o m the wel l which would 
have accrued to its Beneficial Interest, i f the well had been Dri l led f o r the account of a l l Parties, (a f ter deducting f r o m 
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Party 
shall 
have the 
right to 
appeal 
the same; 

such proceeds or market value a like portion of Lease Burdens paid in cash in respect of the Unitized Substances there­
tofore produced from the well and the taxes referred to in Section 9.3B) shall equal the total of the following: 

A. 100% of that portion of the Costs incurred in operation of the well up to such time which would have been 
charged to such Non-Drilling Party's Participating Interest if the well had been Drilled for the account of all 
Parties; and 

.% of that portion of the Costs incurred in Drilling the well which would have been charged to such 
Non-Drilling Party's Participating Interest i f the well had been Drilled for the account of all Parties. 

From and after such reversion, such Non-Drilling Party shall (a) bear that percentage of all Costs thereafter incurred 
ta operation of the well, and own that percentage of the well, the operating rights and working interest therein and the 
materials and equipment therein or appurtenant thereto, which is equal to its Participating Interest, and (b) own that 
percentage of all Available Production from the well which is equal to its Beneficial Interest. 

16.8 Rights and Obligations of Drilling Party. I f the proposed well is Drilled as above provided otherwise than for 
the account of all the Parties, all Costs incurred in Drilling the proposed well shall be borne by the Drilling Party 
and, subject to reversion to Non-Drilling Parties of their relinquished interests, such well, the materials and equipment 
therein, and Available Production therefrom, shall be owned by the Drilling Party. I f the Drilling Party includes two 
or more Parties: 

A. Apportionment of Drilling Party Interests. Each such Party shall bear that percentage of all Costs incurred 
in Drilling and operating the well which is equal to its Participating Interest and shall own that percentage of 
the Available Production therefrom equal to its Beneficial Interest. 

B. Apportionment of Relinquished Interests. That percentage of all Costs incurred in Drilling the well which 
is equal to the Participating Interest or Interests of the Non-Drilling Party or Parties shall be borne by the Parties 
comprising Drilling Party in proportion to their respective Participating Interests among themselves. Until reversion 
of the relinquished interest of a Non-Drilling Party, the Parties comprising Drilling Party, in proportion to their 
respective Participating Interests among themselves, shall (1) bear that percentage of the Costs incurred in 
operating the well equal to such Non-Drilling Party's Participating Interest and (2) own that percentage 
of the Available Production from the well equal to the Beneficial Interest of such Non-Drilling Party. 

C. Lease Burdens. Al l payments accruing to Lease Burdens in respect of Unitized Substances produced from 
the well shall be borne by the Parties entitled to share in the Available Production therefrom in the same pre*-
portions that they are entitled to share therein. 

ARTICLE 17 
REQUIRED WELLS 

17.1 Definition. For the purpose of this Article a well shall be deemed a required well if the Drilling thereof 
is required by the final order of an authorized representative of the Department of Interior. Such an order shall 
be deemed final upon expiration of the time allowed for appeal therefrom without the commencement of appropriate 
appeal proceedings or, i f such proceedings are commenced within said time, upon the final disposition of the appeal. 
Whenever Unit Operator receives any such order, i t shall promptly mail a copy thereof to each of the other Parties and each 
if any such order is appealed, the Party appealing shall give prompt written notice thereof to each of the other P a r t i e s ^ * " 
and upon final disposition of the appeal, Unit Operator shall give each of the other Parties prompt written notice of 
the result thereof. 

17.2 Election to Dri l l . Any Party desiring to Drill , or participate in the drilling of, a required well shall give to 
Unit Operator written notice thereof within thirty (30) days after the order requiring such well becomes final or 
within such lesser time as may be required by such order. I f such notice is given within said period Unit Operator 
shall drill the required well for the account of the Party or Parties giving such notice, who shall bear aU Costs 
incurred therein; the rights and obligations of such Party or Parties with respect to the ownership of such well, the 
operating rights therein, the Available Production therefrom and the bearing of Costs incurred therein shall be the 
same as if the well had been Drilled for the account of such Party or Parties under Article 16 dealing with Drilling 
After Discovery. pursuant to A r t i c l e 16 

17.3 Alternatives to Drilling. I f no Party elects to Dril l a required well/within the period allowed for such 
election, and i f any of the following alternatives is available, the first such alternative which is available shall be 
followed: 

A. Compensatory Royalties. I f compensatory royalties may be paid in lieu of Drilling the well and i f payment 
thereof is authorized by the Parties within said period, Unit Operator shall pay such compensatory royalties; or 

B. Contraction. I f the Drilling of the well may be avoided, without other penalty, by contraction of the Unit 
Area through exclusion of lands not then within a participating area, Unit Operator shall make reasonable effort 
to effect such contraction with the approval of the Director; or 

C. Termination. I f Unitized Substances have not theretofore been discovered in paying quantities within the 
Unit Area, the Parties shall join in termination of the Unit Agreement in accordance with its provisions. 
17.4 Required Drilling. I f none of the foregoing alternatives is available, Unit Operator shall Dri l l the required 

well for the account of all the Parties, each of whom shall bear that percentage of all Costs incurred therein which is 
equal to its Participating Interest, unless one or more of the par t ies sha l l e lect to a v a i l themselves 

ARTICLE 18 of the benef i t s provided by A r t i c l e d , 
DEEPENING OR PLUGGING BACK 

18.1 Purpose of Article. I t is the purpose of this article to specify the circumstances under which, and the pro­
cedure by which, wells may be Deepened or Plugged Back otherwise than for account of all the Parties, whether or not 
theretofore completed as producers of Unitized Substances. I f all the Parties consent in writing to the Deepening or 
Plugging Back of a well owned by all the Parties, such Deepening or Plugging Back shall be conducted by Unit Oper­
ator for the account of all the Parties, and this Article shall not apply thereto. I f no Party elects to Deepen or Plug 
Back a Well Drilled hereunder but not completed as a producer, or a producing well which every Party owning an 
interest therein desires to abandon, such well shall be abandoned and plugged by Unit Operator for the account of the 
Parties then owning interests therein. 

18.2 Notice and Response on Discontinuance of Production From Producing Well. I f every Party then owning an 
interest in a well completed as a producer of Unitized Substances agrees in writing to discontinue operation of such 
well for production from each pool or zone in which i t is then completed, Unit Operator shall give written notice there­
of to all the Parties, except that such notice need not be given in the case of a well owned by all the Parties i f every 
Party has consented in writing to abandonment and plugging of the well, or if every Party has agreed in writing to 
participate in Deepening or Plugging Back the well. I f such notice is required, any Party proposing to Deepen or 
Plug Back such well shall, within twenty (20) days after receipt of the notice given by Unit Operator, so advise all 
other Parties in writing, stating the projected depth of the Deepening or Plugging Back and the estimated cost thereof. 
I f such proposal is so made, each of the other Parties who desires to participate therein shall so advise all other Parties 
in writing within thirty (30) days after receipt of the proposal. Any Party or Parties then electing to proceed with 
the Deepening or Plugging Back shall give Unit Operator written notice thereof within fifteen (15) days after expira­
tion of said period of thirty (30) days. 

18.3 Notice and Response on Direction by Parties. The Deepening or Plugging Back of a well completed as a pro­
ducer of Unitized Substances may be Directed by the Parties owning such well. In such event, unless the well is 
owned by all the Parties and every Party has joined in such Direction, Unit Operator shall give written notice there­
of to all the Parties, stating the projected depth of such Deepening or Plugging Back and the estimated cost thereof, 
and within fifteen (15) days after the giving of such notice, any Party or Parties then electing to proceed with such 
Deepening or Plugging Back shall give to Unit Operator written notiee thereof. 

18.4 Notice and Response on Well Not Completed as Producer. After a well Drilled hereunder has been drilled to 
its projected depth, but not completed as a producer, if abandonment of the well is Directed by the Party or Parties 
for whose account the well was Drilled, or if, in the absence of such Direction, Unit Operator decides to abandon such 
well, Unit Operator shall so notify all the Parties by telephone or telegram, except that such notice need not be given 
if the well was Drilled for the account of all the Parties, and every Party consents to abandonment and plugging of the 
well. I f such notice is required, each Party electing to proceed with the Deepening or Plugging Back of the well shall 
so notify Unit Operator by telegram or by written notice delivered to Unit Operator within forty-eight (48) hours after 
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receipt of the notice given by Unit Operator. Likewise, if any Party desires to attempt to complete such well as a 
producer of Unitized Substances at its then depth, such Party shall have the right so to do by giving like notice to 
Unit Operator of its election to proceed with such completion attempt, in which event such completion attempt shall 
be deemed a Deepening or Plugging Back operation for the purposes of this Article. 

18.5 Prior Rights of Parties. In application of Sections 18.2, 18.3 and 18.4 to a well not owned by all the Parties, 
i f election to proceed with the Deepening or Plugging Back of such well is made, as above provided, by a Party or 
Parties who participated in the initial drilling of the well, or whose relinquished interest therein has theretofore re­
verted, then, except with the written consent of such Party or Parties, no other Party shall have the right to participate 
in the Deepening or Plugging Back of such well. 

18.6 Conflict Between Deepening or Plugging Back or Attempting Completion. I f any Party elects in accordance 
with Section 18.4 to attempt completion of a well at its then depth, such completion attempt shall be made for the 
account of the Party or Parties making such election notwithstanding election by any other Party or Parties to Deepen 
or Plug Back the well. I f any Party elects to proceed with the Deepening of a well in accordance with Sections 18.2,. 
18.3 or 18.4 then (subject to the prior right of any Party or Parties electing to make a completion attempt in accord­
ance with Section 18.4, if applicable) the well shall be deepened for the account of the Party or Parties making such 
election, notwithstanding election by any other Party or Parties to Plug Back the well. In either of the above men­
tioned events, i f the completion attempt or the Deepening operation, as the case may be, does not result in completion 
of the well as a producer of Unitized Substances, Unit Operator shall give written notice thereof to all the Parties i n 
accordance with Section 18.4, which shall govern the rights of the Parties with respect to election to Deepen or Plug 
Back the well. 

18.7 Effect of Election to Deepen or Plug Back and Limitation on Right. I f any of the Parties elect to proceed wi th 
the Deepening or Plugging Back of a well in accordance with Sections 18.2, 18.3 or 18.4, such Party or Parties (except 
any such Party who is not entitled to participate therein under Section 18.5) shall constitute the Drilling Party, and 
Unit Operator shall conduct such operation for the account of the Drilling Party; provided, however, that a well which 
is within an established Participating Area shall not be Deepened or Plugged Back to any pool or zone for which such 
participating area was established, except with the prior Approval of the Parties, on the giving of which all Parties 
shall be entitled to vote whether or not the well is owned by all the Parties. 

18.8 Subsequent Election. Any Party who has the right to do so in accordance with Section 18.5, but who has not 
previously elected to participate in a Deepening or Plugging Back operation with which any other Party has elected 
to proceed, as provided in Sections 18.2, 18.3 or 18.4, shall have the right to participate in such operation by written 
notice given to all other Parties at any time before operations for Deepening or Plugging Back the well are com­
menced, in which event such Party shall be included in the Drilling Party. However, such Party shall be bound by any 
and all Directions and Approvals theretofore given by the Drilling Party concerning such operation. 

18.9 Relinquishment of Interest by Non-Drilling Parties. When a well is Deepened or Plugged Back otherwise 
than for the account of all Parties, each Non-Drilling Party shall be deemed to have relinquished to the Drilling Party 
all of its operating rights and working interest in and to such well. I f any Non-Drilling Party owns an interest in any 
materials and equipment in or appurtenant to the well, the Drilling Party shall pay to such Non-Drilling Party its 
share of the Salvage Value of such materials and equipment; upon such payment the interest of such Non-Drilling 
Party in such materials and equipment shall be deemed relinquished to the Drilling Party. I f the well after being 
Deepened or Plugged Back is completed as a producer of Unitized Substances, the operating rights and working in­
terest so relinquished by a Non-Drilling Party shall revert to i t at such time as the proceeds or market value of that 
portion of the Available Production obtained from the well, after such Deepening or Plugging Back, which would 
have accrued to such Non-Drilling Party's Beneficial Interest, if the well had been Deepened or Plugged Back for 
the account of all Parties, (after deducting from such proceeds or market value a like portion of Lease Burdens paid 
in cash in respect of the Unitized Substances theretofore produced from the well and the taxes referred to in Section 
9.3 B) shall equal the total of the following: 

A. 100% of that portion of the Costs incurred in operating the well after such Deepening or Plugging Back 
and up to such time which would have been charged to such Non-Drilling Party's Participating Interest had the 
well been Deepened or Plugged Back for the account of all the Parties; and 

B. aaa. .% of (1) that portion of the Costs incurred in Deepening or Plugging Back the well which would have 
been charged to such Non-Drilling Party's Participating Interest if the well had been Deepened or Plugged Back 
for the account of all the Parties and (2) the amount, if any, paid to such Non-Drilling Party as its share of the 
Salvage Value of materials and equipment in or appurtenant to the well as above provided in this section; 

provided, however, that if such Non-Drilling Party did not, and the Drilling Party did, participate in the initial Drilling 
of the well and if the interest relinquished by i t in connection therewith in accordance with Section 16.7 dealing with 
Relinquishment of Interests by Non-Drilling Party had not reverted to i t before such Deepening or Plugging Back, then 
for the purposes of Subdivision B above there shall be included in and deemed part of the Costs incurred in the Deepen­
ing or Plugging Back that portion (if any) of the unrecovered Costs incurred in the initial Drilling of the well which 
would have been charged to such Non-Drilling Party's Participating Interest if the well had been initially Drilled for 
the account of all the Parties; and provided further, that if the well is within a previously established participating area 
and is Deepened or Plugged Back to a pool or zone for which such participating area was established, after obtaining 
the Approval of the Parties as above provided, then the amount specified in Subdivision B above shall be limited to 
100% of that portion of the unrecovered Costs incurred in the initial Drilling of the well down to such pool or zone that 
would have been chargeable to such Non-Drilling Party's Participating Interest had the well been Drilled for the account 
of all the Parties. 

18.10 Effect of Reversion. Reversion to a Non-Drilling Party of the interest relinquished by i t in connection with 
the Deepening or Plugging Back of a well shall have the same effect as the reversion provided for in Section 16.7 
dealing with Relinquishment of Interests by Non-Drilling Party. 

18.11 Rights and Obligations of Drilling Parties. Al l Costs incurred in Deepening or Plugging Back a well other­
wise than for the account of all the Parties shall be borne by the Drilling Party and, subject to reversion to Non-
Drilling Parties of their relinquished interests, such well, the materials and equipment therein and the Available Pro­
duction therefrom shall be owned by the Drilling Party. I f the Drilling Party includes two (2) or more Parties ap­
portionment between them of Costs incurred in Deepening or Plugging Back the well, Available Production there­
from, and Lease Burdens shall be in accordance with subdivisions A, B, and C of Section 16.8 dealing with the Rights 
and Obligations of Drilling Party. 

ARTICLE 19 
SEPARATE MEASUREMENT AND SALVAGE 

19.1 Separate Measurement. I f a well Drilled, Deepened or Plugged Back otherwise than for the account of all 
the Parties is completed as a producer of Unitized Substances and if, within thirty (30) days after request, a method 
of measuring the production from such well that does not require additional facilities is not Approved by the Parties, 
then Unit Operator shall install such additional tankage, flow lines or other facilities for separate measurement of 
the Unitized Substances produced from such well as Unit Operator may deem suitable. The Costs of such facilities for 
separate measurement shall be charged to and borne by the Drilling Party and treated as Costs incurred in operat­
ing such well. 

19.2 Salvaged Materials. I f any materials and equipment are salvaged from a well Drilled, Deepened or Plugged 
Back otherwise than for the account of all the Parties, and completed for production, before reversion to the Non-
Drilling Parties of their relinquished interests in the well, the proceeds derived from sale thereof, or, i f not sold, 
the Salvage Value thereof, shall be treated in the same manner as proceeds of Available Production from such well 
for the purpose of determining reversion to Non-Drilling Parties of their relinquished interests in such well. 

ARTICLE 20 
PLANS OF DEVELOPMENT 

20.1 Wells and Projects Included. Each plan for the development and operation of the Unit Area which is sub­
mitted by Unit Operator to the Supervisor in accordance with the Unit Agreement shall make provision only for such 
Drilling, Deepening and Plugging Back operations and such ot'ier projects as Unit Operator has been authorized to 
conduct by the Parties -chargeable with the Costs incurred therein. 
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20.2 Notice of Proposed Plan. At least ten (10) days before submitting any such proposed plan to the Supervisor, 
Unit Operator shall give each Party written notice thereof, together with a copy of the proposed plan. 

20.3 Notice of Approval or Disapproval. I f and when a proposed plan has been approved or disapproved by the 
Supervisor, Unit Operator shall give prompt written notice thereof to each Party. In case of disapproval Unit Operator 
shall state in such notice the reasons therefor. 

20.4 Amendments. I f a Drilling, Deepening or Plugging Back operation which is authorized by all the Parties, or 
which any of the Parties have elected to perform in accordance with Article 16 dealing with Drilling After Dis­
covery or Article 17 dealing with Required Wells or Article 18 dealing with Deepening or Plugging Back is not pro­
vided for in the then current plan of development as approved by the Supervisor, Unit Operator shall either (a) request 
the Supervisor to approve an amendment to such plan which wil l provide for the conduct of such operation, or (b) re­
quest the Supervisor to consent to such operation, if his consent is sufficient. 

20.5 Cessation of Operations Under Plan. I f any such plan as approved by the Supervisor provides for the cessation 
of any Drilling or other operation therein provided for on the happening of a contingency and i f such contingency 
occurs, Unit Operator shall promptly cease such Drilling or other operations and shall not incur any additional Costs 
in connection therewith unless and until such Drilling or other operations are again authorized in accordance with this 
agreement by the Parties chargeable with such Costs. 

ARTICLE 21 
SECONDARY RECOVERY AND PRESSURE MAINTENANCE 

21.1 Consent Required. Unit Operator shall not undertake any program of secondary recovery or pressure mainte­
nance involving injection of gas, water or other substance by any method, whether now known or hereafter devised, 

without first obtaining the consent of not less than Parties in the aggregate owning not less than 

Q£?.. . . fe}^4?M per cent ( 1Q.Q...%) of the Participating Interests of all Parties. 
21.2 Above Ground Facilities. This agreement shall not be deemed to require any Party to participate in the con­

struction or operation of any gasoline plant, sulphur recovery plant, de-waxing plant or other above ground facilities 
to process or otherwise treat Unitized Substances, other than such facilities as may be required for treating Unitized 
Substances in ordinary lease operations and such facilities as may be required in the conduct of operations authorized 
under Section 21.1. 

ARTICLE 22 
DISPOSITION OF PRODUCTION 

22.1 Taking in Kind. Each Party shall, currently as produced, take in kind or separately dispose of its share of 
Available Production and pay Unit Operator for any extra expenditure necessitated thereby. Each Party shall be 
entitled to receive directly payment for its proportionate share of the proceeds from the sale of all Available Produc­
tion, and on all purchases or sales, each Party shall execute any division order or contract of sale pertaining to its 
share of Available Production. 

22.2 Failure to Take in Kind. I f any Party fails to so take or dispose of its share, Unit Operator shall have the 
right, for the time being and subject to revocation at will by the Party owning same, to purchase for its own account 
or sell to others such share, at not less than the market price prevailing in the area and not less than the price Unit 
Operator receives for its share of Available Production, subject tc the right of such Party to exercise at any time its 
right to take in kind or separately dispose of its own share of Available Production not previously delivered by Unit 
Operator to others pursuant to this Section 22.2. 

22.3 Transportation F a c i l i t i e s . See'Page 15. 
ARTICEE 23 

DISPOSAL OF MATERIALS AND EQUIPMENT 
23.1 Classification as Surplus. Unit Operator, by written notice to the Parties, may classify as surplus any mate­

rials and equipment owned by the Parties when deemed by i t to be no longer needed in operations hereunder. 
23.2 Division In Hind. Each Party shall have the right to take in kind its share of surplus tubular goods and other 

surplus items which are susceptible of division in kind except junk and any item having a replacement cost less than 
s 1...5QCL.QQ Said right may be exercised only by written notice to Unit Operator within thir ty 
(30) days after classification as surplus of the materials to be taken in kind. 

23.3 Sale to Parties. Surplus tubular goods and other items not divided in kind (other than junk and any item 
having a replacement cost of less than $ ij.^.QP.."..?.? ) shall be offered to the Parties and sold to 
the highest bidder or bidders. 

23.4 Sale to Others. Surplus materials not disposed of in accordance with Sections 23.2 and 23.3 and junk materials 
shall be disposed of by Unit Operator for the best prices obtainable. 

ARTICLE 24 
TRANSFERS OF INTEREST 

24.1 Partial Transfer. No Party ehall aooign, mortgage or transfer leaa than its entire Committed Worlting Intoroot 
and ita entire intcrcat under thio agreement without first obtaining the Approval of the Partica; provided, however, that 
after tho Drilling of tho Initial Toot Woll or Wollo and prior to diooovory of Unitiacd Subotancca in paying quantitieo 
any Party ohall havo tho rightj without obtaining tho Approval of the Parties, te transfer a portion of ito Oommittod 
Working Intoroot undor a farmout arrangomont( in oonoidoration of tho Drilling of a woll within tho Unit Area free of 
oxponoo to tho othor PartioO) but only if tho woll) i f oomplotcd aa a producer of Unitisod Subotanoooi wil l bo owned 
and the Available Produotion thorofrom will bo charod by all tho Partioo in tho oomo manner ao if tho woll had been 
Drillod for tho aooount of all the Partioo, inoluding ouoh tranoforooi-Qee Page 1 5 . 

24.2 Sale by Unit Operator. I f Unit Operator sells all its Committed Working Interests, i t shall resign and a new-
Unit Operator shall be selected as provided in Section 6 of the Unit Agreement. 

24.3 Assumption of Obligations. No Party shall make any transfer of Committed Working Interests without making 
the same expressly subject to the Unit Agreement and this agreement and requiring the transferee in writing to 
assume and to agree to perform all obligations of the transferor under the Unit Agreement and this agreement Insofar 
as relates to the interest assigned, except that such assumption of obligations shall not be required in case of a transfer 
by mortgage or deed of trust as security for indebtedness. 

24.4 Effective Date. A transfer of Committed Working Interests shall not be effective as between the Parties until 
the f irst day of the month next following the delivery to Unit Operator of the original or a certified copy of the instru­
ment of transfer conforming to the requirements of Section 24.3, along with evidence satisfactory to Unit Operator of 
approval by the governmental authority having supervision over the Committed Working Interest transferred, where 
such approval is required. In no event shall a transfer of Committed Working Interests relieve the transferring Party 
of any obligations accrued hereunder prior to said effective date, for which purpose any obligation assumed by the 
transferor to participate in the Drilling, Deepening or Plugging Back of a well prior to such effective date shall be-
deemed an accrued obligation. 

(Notei The following Election should be atri&heu if net desired by the Parties.) 
24.5 Preferential Right of Purchase. Before any Party makes a sale of all or any part of its Committed Working 

Interest i t shall give to the other Parties written notice describing the Committed Working Interest proposed to be 
sold and stating the price at which and the terms upon which such Party is willing to sell the same. For a period of 
fifteen (15) days after receipt of such notice the other Parties shall have the right to purchase the interest 
proposed to be sold at the same price and upon the same terms as stated in said notice, which right may be 
exercised only by written notice given to the selling Party within the said period of fifteen (15) days. I f said 
right is exercised by any of the Parties, the obligation to purchase shall be subject to title to such interests being 
found to be merchantable in the selling Party and a reasonable time shall be allowed for examination of t i t le 
thereto. Upon approval of title the selling Party shall convey such interests to the purchasing Party or Parties 
who shall thereupon pay to the selling Party the purchase price specified therefor; if two or more Parties have-
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elected to purchase such interest, the purchase shall be made by m at proportion to their Participating Interests/ 
among themselves. I f no Party exercises said right of purchase within 3aid fifteen (15) day period, as above 
provided, the selling Party shall be free to sell the Committed Working Interest described in its notice to any 
other purchaser provided the sale is consummated within ninety (9s)> days after the giving of the initial notice 
of proposal to sell and for a price no lower and terms no less favorable to the selling party than the price and 
terms specified in such initial notice. Such Interests shall not be sold after the expiration of said period of ninety 
(90) days or for any lower price than said specified price without written notice to the other Parties as hereinabove 
provided. 

The provisions of this Seetion 24.5 shall not apply to 
A. The mortgage by any Party of all or any part of its Committed Working Interest; or 
B. To the transfer by any corporate Party of all or any part of its Committed Working Interest to its parent 

corporation or to a subsidiary corporation or to a corporation which is the subsidiary of its parent corporation; or 
C. The sale by any Party of all or substantially all of its oil and gas properties within the state in which 

the Unit Area is located; or 
D. A farmout arrangement made pursuant to the provisions of Section 24.1 dealing with Partial Transfer. 
E. Any sale by Donald B. Anderson or Hondo Oil & Gas Company. 

ARTICLE 25 

AR AND OS.ME >"T OF PRODUCING WELLS 
25.1 Consent Required. A well which has been completed as a producer of Unitized Substances shall not be aban­

doned and plugged, nor shall the operation of such well for production from the formations or zones in which i t has 
been completed be discontinued, except with the written consent of all Parties then owning the well or except as 
provided in Section 18.3 dealing with Notice and Response on Direction by Parties and the succeeding provisions of 
Article 18 dealing with Deepening or Plugging Back. 

25.2 Abandonment Procedure. I f the abandonment of a well which has once produced is Directed by the Parties 
Unit Operator shall give written notice thereof to each party then having an interest in the well who did not join in 
such Direction. Any such non-joining Party who objects to abandonment of the well (herein called non-abandoning 
Party) may give written notice thereof to all other Parties (herein called abandoning Parties) then having interests 
in the well, provided such notice is given within thirty (30) days after receipt of the notice given by Unit Operator. 
I f such objection is so made the non-abandoning Party or Parties shall forthwith pay to the abandoning Parties 
their respective shares of the Salvage Value of the materials and equipment in or appurtenant to the well, less the 
reasonably estimated cost of plugging the well. Upon the making of such payment the abandoning Parties shall be 
deemed to have relinquished unto the non-abandoning: Party or Parties all their operating rights and working interest 
in the well and the area prescribed for such well by spacing order of state or governmental authority, or, if there is 
no such order, the area established for such well by the spacing pattern then in use in the field, or, i f there is no such 
order or spacing pattern, then the forty (40) acre legal subdivision, or fractional lot or lots approximating the same, 
embracing such well, but only with respect to the formation or zone in which i t is then completed, and all their interest 
in the materials and equipment in or appurtenant to the well. I f there is more than one non-abandoning Party each shall 
be deemed to have acquired the operating rights and working interest so relinquished in the proportion that the Par­
ticipating Interest of each such Party immediately prior to such relinquishment then bears to the total Participating 
Interests of all non-abandoning Parties. 

25.3 Rights and Obligations of Non-Abandoning Party. After the relinquishment above provided for such well 
shall be operated by Unit Operator for the account of the non-abandoning Party or Parties, who shall own all 
Available Production therefrom and shall bear all Lease Burdens and Costs thereafter incurred in operating the 
well and plugging i t when abandoned, and also the Costs of any additional tankage, flow lines or other facilities 
needed to measure separately the Unitized Substances produced from ths well; said operating costs shall include 
an overhead charge computed at the highest per well rate applicable to the operation of a single producing well in 
accordance with Exhibit 2, if such rate is provided. 

25.4 Option to Repurchase Materials. I f a well taken over by the non-abandoning Party or Parties as above 
provided is abandoned for plugging within six (6) months after relinquishment by the abandoning Parties- of 
their interest therein, each abandoning Party shall have the right at its option to repurchase that portion of the 
materials and equipment salvaged from the well equal to the interest relinquished by i t to the non-abandoning 
Party or Parties at the value fixed therefor :"n accordance with Section 25.2. Said option may be exercised 
only by written notice given to Unit Operator and the non-abandoning Party or Parties within fifteen (15) days 
after receipt of the notice given by Unit Operator in connection with such well in accordance with Section 18.2 
dealing with Notice and Response on Discontinuance of Production from Producing Well. 

ARTICIJS 26 
SURRENDER 

26.1 Release from Obligations. At any time after the DriUing- of tlie Initial Test Well or Wells any Party who 
is not then committed to participate in the Drilling, Deepening or Plugging Back of a well within the Unit Area 
and who desires to be relieved of further obligation under this agreement may give to all other Parties written 
notice thereof. Such other Parties or any of them shall have the right at their option to take from such Party 
an assignment of all its Committed Working Interests and its entire interest under this agreement by giving to 
3uch Party a written notice of election so to do within thirty (30) days after receipt of the initial notice. I f such 
election is made within said period the Party or Parties taking the assignment shall pay to the assigning Party its 
share of the Salvage Value of any salvable materials and equipment then owned by the Parties, less the reasonably 
estimated cost of plugging any well or wells in which the assigning Party then has an interest, such payment to be 
made on receipt of an assignment from the assigning Party of its s&.id interests. I f such assignment is taken by more 
than one Party the Committed Working Interest thereby acquired by them shall be apportioned among such Parties 
in proportion to their participating interests among themselves. I f no Party elects to take such assignment within 
said thirty (30) day period the Parties shall join in termination of the Unit Agreement. 

26.2 Right to Surrender Inside Participating Area. No Committed Working Interest shall be surrendered in 
whole or in part as to any lands within any Participating Area, without the written consent of all Parties. 

26.3 Right to Surrender Outside Participating Area. Committed Working Interests covering lands outside a Par­
ticipating Area shall not be surrendered in whole or in part without the Approval of the Parties. 

26.4 Procedure on Surrender Outside Participating Area. Whenever a Party desires that a Committed Working 
Interest of any Party covering lands outside a participating area be surrendered, whether or not legal title to 
such Committed Working Interest is owned by the Party desiring such surrender, such Party shall give to all 
other Parties written notice thereof, describing such Committed Working Interest. The other Parties, or any of 
them, shall have the right at their option to take from the Party desiring the surrender an assignment of the entire 
interest (if any) of such Party in such Committed Working Interest and, subject to such Party's rights under 
Section 26.5, its entire interest under this agreement insofar as relates to the land covered by such Committed 
Working Interest, by giving to the Party desiring the surrender written notice of election so to do within thirty 
(30) days after receipt of such notice. I f such election is made within said period the Party or Parties taking the 
assignment shall pay to the assigning Party its share of the Salvage Value of any salvable materials and equipment 
owned by the Parties and then located on the land covered by such Committed Working Interest, less the reason­
ably estimated cost of plugging any well or wells located on such land in which the assigning Party then has 
an mterest, such payment to be made on receipt of en assignment from the assigning Party of its said interest. 
I f no Party elects to take such assignment within such thirty (30) day period the Parties shall cooperate in an 
effort to contract the Unit Area by exclusion of the land covered by such Committed Working Interest. I f such 
contraction is not effected within thirty (30) days after expiration of the time limited for election to take an 
assignment as above provided then the Parties shall be d eemed to have approved surrender of such Committed 
Working Interests and the Party or Parties owning legal title to such Committed Working Interests shall forth­
with surrender i t i f surrender thereof can be made in accordance with Section 31 of the Unit Agreement. 
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26.5 Effect of Assignment or Surrender. An assignment made by any Party to another Party or Parties In 
accordance with Section 26.4 or a surrender of any Committed Working Interest as provided in this Article shall 
not effect any change in the Participating Interests or the Beneficial Interests of the Parties insofar as relates to 
all lands within the unit area not covered by the assignment or surrender. However, f rom and after such assignment 
or surrender the lands covered thereby shall be deemed Segregated Lands and shall be subject to the provisions of 
Article 27 dealing with Segregated Lands. 

26.6 Accrued Obligations. An assignment or surrender in accordance with this Article shall not relieve any 
Party of its liability for any obligation accrued hereunder prior to such assignment or surrender, or of obligation 
to bear its share of the Costs incurred in any Drilling, Deepening or Plugging Back operation in which such Party 
has elected to participate prior to such assignment or surrender. 

ARTICLE 27 
SEGREGATED LANDS 

27.1 Exclusion From Agreement. Whenever any lands within the Unit Area become Segregated Lands in 
accordance with Section 14.8 doaling with Effoot of Option 1 Aooignmont or Section 26.5 dealing with Effect of 
Assignment or Surrender, such lands shall cease to be subject to this agreement but shall remain subject to the 
Unit Agreement. 

27.2 Interests of Parties in Assigned Lands. Upon the making of an assignment referred to in OeeWoa l l i g or 
Section 26.5, the assigning Party shall cease to have any interest in the lands which become Segregated Lands 
by reason thereof. Insofar as relates to such Segregated Lands, the Participating Interest and the Beneficial 
Interest of the assigning Party shall be deemed to have been transferred to and acquired by the Party or Parties 
receiving such assignment, each of whom (if more than one) shall be deemed to have acquired such interests so as­
signed in the proportion that its Participating Interest immediately prior to such assignment then bears to the total 
Participating Interests of all assignees. In addition, each Party retaining an interest in such segregated lands shall 
retain the same Participating Interest and Beneficial Interest therein as i t had immediately prior to such assignment. 

27.3 Operation of Lands Segregated by Assignment. Al l operations on lands which become Segregated Lands 
by reason of assignment pursuant to Section*" 11.8 nnd 26.5 shall be conducted by Unit Operator for the account 
and at the expense of the Party or Parties retaining interests therein. Unless otherwise agreed between Unit 
Operator and such Party or Parties, their respective rights and obligations with respect to such Segregated Lands 
shall be the same in all respects as i f Unit Operator and such Party or Parties had entered into an agreement identi­
cal with this agreement but covering only such Segregated Lands, except that i f two or more Parties retain in­
terests in the Segregated Lands, the Participating Interest and the Beneficial Interest of each shall be determined in 
accordance with Section 27.2. 

27.4 Operation of Lands Segregated by Surrender. Al l operations on lands which become Segregated Lands by rea­
son of surrender and which remain committed to the Unit Agreement shall be carried on by Unit Operator for the 
account and at the expense of the parties owning the working interests therein. A l l Lease Burdens shown on Exhibit B 
to the Unit Agreement on the effective date hereof payable on account of Unitized Substances produced from Segre­
gated Lands shall be paid by the Unit Operator and shall be charged to and borne by the owners of the working interest 
in the Segregated Lands in proportion to their Beneficial Interests therein. 

ARTICLE 28 
CONTRACTION OR EXPANSION OF UNIT AREA 

28.1 Contraction. In the event of contraction of the Unit Area as provided in Section 2 of the Unit Agree­
ment, the lands excluded from the Unit Area shall be excluded from this agreement, but such exclusion shall not 
alter the Participating Interests or the Beneficial Interests of the Parties as to lands remaining in the Unit Area. 

28.2 Expansion. In the event of expansion of the Unit Area as provided in Section 2 of the Unit Agreement 
the lands added to the Unit Area shall not become subject to this agreement unless and until the owner or owners of 
the working interest in such lands become Parties to this agreement ta accordance with Article 35 dealing with 
Subsequent Joinder, and until such time any reference to Unit Area shall not include such lands for the purposes 
of this agreement. 

28.3 Approval Required. The Unit Operator shall not initiate any contraction or expansion of the Unit Area 
except with the Approval of the Parties first obtained. 

ARTICLE 29 
SEVERAL, NOT JOINT LIABILITY 

29.1 Liability. Tho liability of tho Partioo horoundor ohall bo oovoral and not joint or oolleotive, Each Party 
shall ba rospotmiblo only for ita obligationo ao horo'in oot out. See Page 1 6 . 

29.2 No Partnership Created. It is not the intention of the Parties to create, nor ohall thio agroomont or ths 
Unit Agraomont bo oonotruod ao creating a mining er ether partnerohip er aaooeiatien between the Partloot or to render 
them liablo ao portnoro or aooooiatoo. See Page "ife (% 

ARTICLE 30 
NOTICES 

30.1 Giving and Receipt. Except as otherwise specified herein, any notice, consent, Approval, Direction or 
statement herein provided or permitted to be given by Unit Operator or a Party to the Parties shall be given ln 
writing by United States mail or by telegraph, properly addressed to each Party to whom given, with postage 
or charges prepaid, or by delivery thereof in person to the Party to whom given; however, If delivered to a corpo­
rate Party it shall not be deemed given unless delivered personally to an executive officer of such Party or to its 
representative designated pursuant to Section 7.5 dealing with Representatives. A notice given under any provision 
hereof shall be deemed given only when received by the Party to whom such notice is directed, except that any notice 
given by United States registered mail or by telegraph, properly addressed to the Party to whom given with all post­
age and charges prepaid, shall be deemed given to and received by the Party to whom directed forty-eight (48) hours 
after such notice is deposited in the United States mails or twenty-four (24) hours after such notice is filed with an 
operating telegraph company for immediate transmission by telegraph, and also except that a notice to Unit Operator 
shall not be deemed given until actually received by i t . 

30.2 Proper Addresses. Each Party's proper address shall be deemed to be the address set forth under or opposite 
its signature hereto unless and until such Party specifies another post office address within the continental limits of 
the United States by not less than ten (10) days prior written notice to all other Parties. 

ARTICLE 31 
EXECUTION I N COUNTERPARTS AND RATIFICATION 

31.1 Counterparts. This agreement may be executed in counterparts and all such counterparts taken together shall 
be deemed to constitute one and the same instrument. 

31.2 Ratification.' This agreement may be executed by the execution and delivery of a good and sufficient instru­
ment of ratification, adopting and entering into this agreement. Such ratification shall have the same effect as If the 
party executing i t had executed this agreement or a counterpart hereof. 

ARTICLE 32 
SUCCESSORS AND ASSIGNS 

32.1 Covenants. This agreement shall be binding on and inure to the benefit of all Parties signing the same, their 
heirs, devisees, personal representatives, successors and assigns, whether or not i t is signed by all the parties listed 
below. The terms hereof shall constitute a covenant running with the lands and the Committed Working Interests 
of the Parties. 

ARTICLE 33 
HEADINGS FOR CONVENIENCE 

33.1 Headings. The table of contents and the headings used in this agreement are inserted for convenience only 
and shall be disregarded in construing this agreement. 
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A R T I C L E 34 
E F F E C T I V E D A T E A N D T E R M 

34.1 Effec t ive Date. This agreement shall become effective on the effective date of the U n i t Agreement. 
34.2 Term. The t e rm of this agreement shall be the same as the t e rm of the U n i t Agreement. 
34.3 E f f e c t of Termination. Termination of this agreement shall not relieve any Par ty of i ts obligations accrued 

hereunder before such termination. Notwithstanding terminat ion of this agreement the provisions hereof relating 
to the charging and payment of Costs and the disposition of materials and equipment shall continue i n force 
un t i l a l l materials and equipment owned by the Parties have been disposed of and u n t i l f i n a l accounting between 
U n i t Operator and the Parties. Termination of this agreement shall automatically terminate a l l r ights and interests 
acquired by vir tue of this agreement i n lands wi th in the U n i t Area except such transfers of Committed W o r k i n g I n ­
terests as have been evidenced by fo rma l wr i t t en instruments of transfer. 

34.4 E f f e c t of Signature. When this agreement is executed by two Parties, execution by each shall be deemed 
consideration f o r execution by the other and each Pa r ty theretofore or thereafter executing this agreement shall 
thereupon become and remain bound hereby un t i l the terminat ion of this agreement. However, i f the U n i t Agreement 
does not become effective w i t h i n twelve (12) months f r o m and af ter the date of this agreement then at the expira­
t ion of said period this agreement shall terminate. 

A R T I C L E 35 
SUBSEQUENT JOINDER 

35.1 Pr ior to the Commencement of Operations. P r io r to the commencement of operations under the Un i t 
Agreement, a l l owners of Work ing Interests in the U n i t Area who have joined in the U n i t Agreement shall be p r i v i ­
leged to execute or r a t i f y this agreement, except as otherwise provided in Section 11.12 which deals w i t h Joinder by 
True Owner. 

35.2 A f t e r Commencement of Operations. A f t e r commencement of operations under the U n i t Agreement, subse­
quent joinder in the U n i t Agreement and in this agreement by any owner of W o r k i n g Interest i n land w i t h i n the 
U n i t Area who is not a Par ty shall be permitted upon such reasonable terms and conditions as may be approved 
by the Parties. 

A R T I C L E 36 
W I T H D R A W A L OF TRACTS 

36.1 Restriction. No Par ty shall wi thdraw a t ract f r o m the Un i t Area except w i t h the wr i t t en Approval or Direc­
t ion of the Parties. 

36.2 Required Withdrawal . I f the owner of any substantial Lease Burden in a t ract w i t h i n the U n i t Area fai ls to 
jo in in the U n i t Agreement, upon Direction of the Parties in w r i t i n g such t rac t shall be wi thdrawn f r o m the U n i t 
Area i n accordance w i t h Section, 29 of the U n i t Agreement, provided the time f o r such wi thdrawal has not expired. 
I n such event i f any Par ty or Parties owning a Committed W o r k i n g Interest i n such t rac t provide such indemnity as 
may be approved in w r i t i n g by al l other Parties, the P a r t y or Parties owning Committed W o r k i n g Interest i n such 
t rac t shall not be required to wi thdraw i t f r o m the U n i t Area. 

36.3 Act ion Before Effec t ive Date. A n y Approval or Direct ion provided f o r i n this article may be given before the 
effective date of this agreement by the Parties who have executed the same. 

A R T I C L E 37 
RIGHT OF A P P E A L 

37.1 No t Waived. Nothing contained in this agreement shall be deemed to constitute the waiver by any Par ty 
of any r igh t i t would otherwise have to contest the va l id i ty of any law or any order or regulation of governmental 
author i ty (whether federal, state or local l relat ing to or a f f ec t ing the conduct of operations w i th in the U n i t Area or 
to appeal f r o m any such order. 

A R T I C L E 38 
OTHER PROVISIONS 

Other provisions, i f any, are: 

ARTICLE 1 

1.19 EXHIBITS. The following exhibits are incorporated herein by reference: 

A. Exhibits "A" and "B" of the Unit Agreement. 

B. Exhibit "1", attached hereto, is a description of the unit area, a state­

ment of the Participating and Beneficial Interests of each Party, as 

defined in Sections 1.6 and 1.7, and a recapitulation of the Participating 

and Beneficial percentages of each Party, as defined in Sections 1.6 and 

1.7. 

C. Exhibit "2" is the Accounting Procedure. In the event of conflict between 

this agreement and Exhibit "2", this agreement shall prevail. 

D. Exhibit "3", attached hereto, contains the location of the init i a l test 

well, the depth to which the i n i t i a l test well is to be drilled, the 

manner in which the costs and expenses of drilling, testing and completing 

or plugging and abandoning the i n i t i a l test well are to be shared by 

certain of the Parties, and the title examination area for the in i t i a l 

test well. 

— 1 3 — 



E„ Exhibit "5", attached hereto, contains insurance provisions applicable 

to the development and operation of the unit area. 

Whenever Exhibits "A" and "B" are revised., Exhibit "1" shall be revised according 

to such revision to be effective as of the effective date of revised Exhibits "A" and 

"B". Whenever in this agreement reference is made to any of said exhibits, such 

reference shall mean said exhibits as originally attached hereto or incorporated herein, 

but i f the same have been revised; i t shall mean the latest revision thereof. 

ARTICLE 3 

3.1 TREATED AS LEASED. I f a Party signatory to this agreement owns in fee a l l or 

any part of the o i l and gas rights i n any tract within the Unit Area which is not subject 

to any o i l and gas lease, or other contract i n the nature thereof s such Party shall be 

deemed to own a Committed Working Interest in such tract to the extent of 7/8 of i t s 

interest therein and a royalty interest with respect to the remaining l/8 interest 

therein. 

ART I CLE...8. 

8.3 NON-LIABILTCT. Unit 'Operator shall not be liable to any other Party for any­

thing done or omitted to be done by i t in the conduct of operations hereunder except that 

Unit Operator shall be solely responsible for any and a l l damages resulting from the 

gross negligence or w i l l f u l misconduct of Unit Operator, i t s officers and employees. 

ARTICLE 9 

9.4 KON-DISCRIMLYAC'IOX. In connection with the performance of work under this 

agreement, the Unit Operator agrees not to discriminate against any employee or applicant 

for employment because of race, religion, color, or national origin. The aforesaid pro­

vision shall include, but not be limited to the following: employment,, upgrading, demotion, 

or transfer; recruitment or recruitment advertisings layoff or termination; rates of pay 

or other forms of compensation; and selection for trainings including apprenticeship. 

Unit Operator agrees to post hereafter in conspicuous places,, available for employees and 

applicants for employment; notices to be provided by the contracting officer setting 

forth the provisions of the nondiscrimination clause. 



ARTICLE 22 

22.3 TRANSPORTATION FACILITIES. Unit Operator agrees for i t s e l f and any successor 

Unit Operator hereunder that should i t , or any such successor Unit Operator, now or here­

after, directly or indirectly, own or control any pipe line connected with any wells upon 

the unit area, or should i t or any such successor Unit Operator ever have any working 

agreement or arrangement, excepting mere sales contracts and division orders, with any 

pipe line company, or with any other party or parties, for the transportation of o i l , gas 

or other substances produced from the unit area, then i n any such event Unit Operator 

shall at the request of the Parties j o i n t l y or severally, transport or cause to be trans­

ported the share of production of the requesting Party or Parties by the same means, upon 

the same terms and at the same rate per gallon, barrel or Mcf. as production of Unit 

Operator or such successor Unit Operator shall be transported. 

ARTICLE 2U 

2^.1 PARTIAL TRANSFER. For the purpose of maintaining uniformity of ownership in 

the o i l and gas leasehold interests covered by this agreement, and notwithstanding any 

other provisions to the contrary s no Party shall s e l l , encumber, transfer or make other 

disposition of i t s interest i n the leases embraced within the unit area and i n wells, 

equipment and production unless such disposition covers either: 

(1) the entire interest of the Party i n a l l leases and equipment and produc­

tion; or 

(2) an equal undivided interest i n a l l leases and equipment and production 

in the unit area. 

Every such sale ; encumbrance, transfer or other disposition made by any party shall 

be made expressly subject to this agreement with assumption of obligations hereunder i n 

writing by the assignee or transferee <and shall be made without prejudice to the rights 

of the other parties, 

I f at any time the interest of any Party is divided among and owned by four or more 

co-owners, Unit Operator may, at i t s discretion, require such co-owners to appoint a 

single trustee or agent with f u l l authority to receive notices, approve expenditures^ 

receive b i l l i n g s for and approve and pay such Party's share of the joint expenses, and 

to deal generally with, and with power to bind, the co-owners of such Party's interests 
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within the scope of the operations embraced in this contract; however, a l l such co-owners 

shall enter into and execute a l l contracts or agreements for the disposition of their 

respective shares of the o i l and gas produced from the unit area and they shall have the 

right to receive, separately, payment of the sale proceeds thereof. 

Notwithstanding the foregoing provisions, after the D r i l l i n g of the I n i t i a l 

Test Well or Wells and prior to discovery of Unitized Substances i n paying quantities 

any Party shall have the right, without obtaining the Approval of the Parties., to 

transfer a portion of i t s Committed Working Interest under a farmout arrangement,, i n 

consideration of the D r i l l i n g of a well within the Unit Area free of expense to the 

other parties; but, provided, further, that any Party which has availed i t s e l f of the 

provisions of Article 14 and has received negative responses from a l l Parties to i t s 

notice of proposed d r i l l i n g , may elect to cause said proposed well to be d r i l l e d under 

a farmout arrangement in, l i e u of incurring the obligation of being the sole D r i l l i n g 

Party, in which event the Party so electing shall f i r s t comply with the provisions of 

the f i r s t paragraph of Section 24.5, and i f no other party exercises i t s right to acquire 

the interests offered to be farmed out, the Party desiring to farmout shall be permitted 

to proceed with i t s arrangement with the Party desiring to farmout and the Farmoutee 

constituting the D r i l l i n g Party; and i f the well d r i l l e d pursuant to such farmout arrange­

ment is completed as a producer of Unitized Substances, then the provisions of Section 16.7 

as modified by Section 14-2 shall apply. 

ARTICLE 29 

29,1 LIABILITY. Each Party shall be individually responsible only for i t s own 

obligations as set out in this agreement and shall be liable only for i t s proportionate 

share of the costs, expenses and l i a b i l i t i e s as herein stipulated. Except with respect 

to damages arising from loss of t i t l e to a traet and damages arising from operations 

conducted for less than a l l of the Parties, each Party, to the extent of such Party's 

Participating Interest, indemnifies and agrees to hold each other Party harmless of 

and from any claim of or l i a b i l i t y to any thi r d person, asserted upon the ground that 

operations under this agreement have resulted in or w i l l result i n any loss or damage 

to such third person, to the extent, but only to the extent, that such claims or l i a b i l i t y 

is asserted against such other Party i n an amount i n excess of such other Party's share 



of such claim or l i a b i l i t y corresponding to the latter's Participating Interest; i t being 

the intention of the Parties that any claim of or l i a b i l i t y to any thi r d person asserted 

upon the ground that operations under this agreement have resulted i n , or w i l l result i n , 

any loss or damage to such t h i r d person shall be borne by a l l Parties i n proportion to 

their respective Participating Interests. 

29.2 NO PARTNERSHIP CREATED. The duties, obligations and l i a b i l i t i e s of the Parties 

shall be several and not joint or collective, and nothing contained herein shall ever be 

construed as creating a partnership of any kind, an association for p r o f i t or a trust 

between or among the Parties. Each Party hereby elects that i t and the operations 

covered by this agreement be excluded from the application of Subchapter K of Chapter 1 

of Subtitle A of the Internal Revenue Code of 1954, or such portion or portions thereof 

as the Secretary of the Treasury of the United States or his delegate shall permit by 

election to be excluded therefrom. Unit Operator is hereby authorized and directed to 

execute on behalf of each Party such additional or further evidence of said election as 

may be required by regulations issued under said Subchapter K, or should said regulations 

require each party to execute such further evidence, each Party agrees to execute or 

join i n the execution thereof. 

IN WITNESS WHEREOF, this agreement has been executed by the undersigned parties as 

of the day and year f i r s t above written. 

HONOLULU OIL CORPORATION 

Date: By, 
President 

ATTEST: 

Secretary 
Address: P.O. Drawer 1391 

Midland, Texas 

UNIT OPERATOR AND WORKING INTEREST 
OWNER 

Date: 
Donald B. Anderson 

Address: Box 660 
Roswell, New Mexico 
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THE BRITISH-AMERICAN OIL PRODUCING COMPANY 

Date: By 

ATTEST: 

Date: 

Vice President 

Secretary 
Address: P.O. Box 749 

Dallas 21, Texas 

Fred M„ Cassidy 

Address: P.O. Box 96 

Midland, Texas 

CITIES SERVICE OIL COMPANY 

Date: By Attorney-in-Fact 
Address: Cities Service Bldg. 

Bartlesville, Oklahoma 

GULF OIL CORPORATION 

Date: By 
W. A. Shellshear, Attorney-in-Fact 

ATTEST: 

Secretary 
Address: P.O. Box 669 

Roswell, New Mexico 

HONDO OIL & GAS COMPANY 

Date: By 

ATTEST: 

Address: Box 660 
Roswell, New Mexico 

SINCLAIR OIL & GAS COMPANY 

Date: By 

ATTEST: 

Address: P.O. Box 1470 
Midland, Texas 



SUNRAY MID-CONTINENT OIL COMPANY 

Date: _ _ _ By 
Vice. President 

ATTEST: 

Secretary 
Address: 1101 Wilco Bldg. 

Midland, Texas 

TEXAS PACIFIC COAL AND OIL COMPANY 

Date: By 

ATTEST: 

Address: P.O. Box 2110 
Fort Worth 1, Texas 

WORKING INTEREST OWNERS 



EXHIBIT "1" 

Attached to and made a part of North Mullis 
Unit Operating Agreement, County of Chaves, 
State of New Mexico, dated March 15, I960 

DESCRIPTION OF UNIT AREA 
STATEMENT OF PARTICIPATING AND BENEFICIAL INTERESTS 

Description of Unit Area 

The Unit Area is comprised of the following lands situated i n the County of 
Chaves, State of New Mexico: 

A l l of Sections 33 and 34, Township 14 South, Range 29 East, 
N.M.P.M.; and 

The North Half (N 1/2) and the North Half of the Southwest 
Quarter (N l/2 SW 1/4) of Section 3 and the Northeast Quarter 
(NE 1/4), the East Half of the Northwest Quarter (E 1/2 NW l/4) 
and the North Half of the Southeast Quarter (N 1/2 SE 1/4) of 
Section 4, Township 15 South, Range 29 East, N.M.P.M. 

Statement of Participating and Beneficial Interests 

Tract Lease Acres Percentage 
Party No. Burdens Par t i c ipa t ing Bene f i c i a l Pa r t i c ipa t ing B e n e f i c i a l 

Donald B. 7 13. 50 40.00 34.60000 1.99830 2.01202 
Anderson 12 12. 50 40.00 35.00000 1.99830 2.03528 

10) 
13) 12. 50 53.52 46.83000 2.67373 2.72320 
15) 

Total 
15) 

133.52 116.43000 6.67033 6.77050 

B r i t i s h 
American 

Total 

Fred M. 
Cassidy 

Total 

Cities Service 
Total 

Gulf 

Total 

Hondo 

Total 

Honolulu 

Total 

Sinclair 
Total 

1 16.00 80.00 67.20000 3.99660 3.90773 
3 15.50 40.00 33.80000 1.99830 1.96550 3 

120.00 101.00000 5.99490 5.87323 

15 18.75 80.00 65.00000 3.99660 3.77980 

80.00 65.00000 3.99660 3.77980 

10 12.50 10.00 8.75000 .49958 .50882 
10.00 8.75000 .49958 .50882 

13 12.50 20.00 17.50000 .99915 1.01764 
15 12.50 120.00 105.00000 5.99490 6.10584 

140.00 122. 50000 6.99405 7.12348 

6 13.50 120.00 103.80000 5.99491 6.03605 
8 12. 50 40.00 35.00000 1.99830 2.03528 

160.00 138.80000 7.99321 8.07133 

2 16.00 400.00 336.00000 19.98301 19.53867 
4 14.00 320.80 275.88800 16.02638 16.04311 
5 13.50 200.90 173.77850 10.03647 10.10536 
9 13.00 80.00 69.60000 3.99660 4.04730 

10) 
13) 12.50 89.34 78.17250 4-46321 4.54579 
15) 15) 

1091.04 933.43900 54- 50567 54.28023 

10 12.50 20.00 17.50000 .99915 1.01764 
20.00 17.50000 .99915 1.01764 



1 

Party 
Tract 
No. 

Lease 
Burdens 

Acres 
Participating Beneficial 

Percentage 
Participating Beneficial 

Sunray Mid-
Continent 

14 
10) 
13) 
15) 

12.50 

12.50 

80.00 

7.14 

70.00000 

6.24750 

3.99660 

.35670 

4-07056 

. 36330 

Total 

14 
10) 
13) 
15) 

87.14 76.24750 4.35330 4-43386 

Texas Pacific 11 12.50 160.00 140.00000 7.99321 8.14111 
Total 160.00 140.00000 7.99321 8.14111 
Total (Unit) 2001.70 1719.66650 100.00000 100.00000 

Recapitulation of Participating and Beneficial Percentages 

Party 
Percentage 

Participating Beneficial 

Donald B. Anderson 
Br i t i s h American 
Fred M. Cassidy 
Cities Service 
Gulf 
Hondo 
Honolulu 
Sinclair 
Sunray Mid-Continent 
Texas Pacific 

Total 

6.67033 
5.99490 
3.99660 
.49958 

6.99405 
7.99321 
54.50567 
.99915 

4.35330 
7.99321 

100.00000 

6.77050 
5.87323 
3.77980 
. 50882 
7.12348 
8.07133 

1.01764 
4-43386 
8.14111 

100.00000 

Page 2 of Exh ib i t " 1 " 



fc» tw% in e m NOSS-M AI*T1N CO. 
n t t u l a t n Q U I T U L S A i, O K L A H O M A 

EXHIBIT " 2 " 
Attached to and made a part of UNIT OPERATING AGREEMENT 
.FOR THE NORTH MULLIS UNIT AREA. CHAVES COUNTY, NEW MEXICO. 

PASO-T-19H-2 

ACCOUNTING P R O C E D U R E 
(UNIT AND JOINT LEASE OPERATIONS) 

I. GENERAL PROVISIONS 
1. Definitions 

"Joint proper ty" as herein used shall be construed to mean the subject area covered by the agreement to which this "Account ing Procedure" is at­

tached. 

"Operator" as herein used shall be construed to mean the party designated to conduct the development and operation of the subject area fo r the 

jo in t account o f the parties hereto. 

"Non-Opera tor" as herein used shall be construed to mean any one or more of the non-operating parties. 

2. Statements and Billings 
Operator shall b i l l Non-Operator on or before the last day of each month for its proportionate share of costs and expenditures dur ing the preced­

ing month . Such bills w i l l be accompanied by statements, ref lect ing the total costs and charges as set f o r t h under Subparagraph _G below: 

A . Statement in detail of all charges and credits to the joint account. 

B. Statement of all charges and credits to the joint account, summarized by appropriate classifications indicative of the nature thereof. 

C. Statements as fo l lows: 

(1 ) Detailed statement of material ordinar i ly considered controllable by operators of oil and gas properties; 

( 2 ) Statement of ordinary charges and credits to the joint account summarized by appropriate classifications indicative o f the nature thereof; 

and 

(3 ) Detailed statement of any other charges and credits. 

3. Payments by Nan-Operator 
Each par ty shal! pay its proportion of all such bills w i t h i n f i f teen ( I I ) days after receipt thereof. I f payment is not made w i t h i n such time, the 

unpaid balance shall bear interest at the rate of six per cent ( 6 % ) per annum unt i l paid. 

4. Adjustments 
Payment o f any such bills shall not prejudice the r ight of Non-Operator to protest or question the correctness thereof. Subject to the exception 

noted in Paragraph S of this section I , all statements rendered to Non-Operator by Operator dur ing any calendar year shall conclusively be presumed 

to be true and correct after twen ty - four (24) months fo l lowing the end of any such catftidar year, unless w i t h i n the said twen ty - fou r (24) month 

period Non-Operator takes wr i t t en exception thereto and makes claim on Operator fo r adjustment. Failure on the part of Non-Operator to make 

claim on Operator fo r adjustment w i t h i n such period shall establish the correctness thereof and preclude the f i l i n g o f exceptions thereto or making 

of claims fo r adjustment thereon. The provisions of this paragraph shall not prevent adjustments resulting f r o m physical inventory o f property as 

provided for in Section V I , Inventories, hereof. 

5. Audits 
A Non-Operator, upon notice in w r i t i n g to Operator and all other Non-Operators, shall have the r ight to audit Operator's accounts and records 

relating to the accounting hereunder fo r any calendar year w i t h i n the t w e n t y - f o u r (24) month period fo l lowing the end of such calendar year, pro­

vided, however, that Non-Operator must take wr i t t en exception to and make claim upon the Operator f o r atl discrepancies disclosed by said 

audit w i t h i n said twen ty - four (24) month period. Where there are t w o or more Non-Operators, the Non-Operators shall make every reasonable 

e f f o r t to conduct jo in t or simultaneous audits in a manner which wi l r result in a min imum of inconvenience to the Operator. 

II. DEVELOPMENT AND OPERATING CHARGES 

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

1. Rentals and Royalties 
Delay or other rentals, when such rentals are paid by Operator for the joint account; royalties, when not paid directly to royal ty owners by the 

purchaser o f the o i l . gas, casinghead gas, or other products. 

2. Labor 
A . Salaries and wages o f Operator's employees directly engaged on the joint property in the development, maintenance, and operation thereof, 

including salaries or wages paid to geologists and other employees who are temporarily assigned to and direct ly employed on a d r i l l i n g wel l . 

B. Operator's cost o f holiday, vacation, sickness and disability benefits, and other customary allowances applicable to the salaries and wages charge­

able under Subparagraph 2 A and Paragraph 11 of this Section I I . Costs under this Subparagraph 2 B may be charged on a "when and as 

paid basis" or by "percentage assessment" on the amount of salaries and wages chargeable under Subparagraph 2 A and Paragraph 11 of this 

Section I I . I f percentage assessment is used, the rate shall be based on the Operator's cost experience. 

C. Costs of expenditures or contributions made pursuant to assessments imposed by governmental author i ty which are applicable to Operator's Labor 

cost o f salaries and wages as provided under Subparagraphs 2 A, 2 B, and Paragraph 11 of this Section I I . 

3. Employee Benefits 
Operator's current cost of established plans fo r employees' group l i fe insurance, hospitalization, pension, retirement, stock purchase, t h r i f t , bonus, 

and other benefit plans of a like nature, applicable to Operator's labor cost, provided that the total o f such charges shall not exceed ten per cent 

( 1 0 % ) of Operator's labor costs as provided in Subparagraphs A and B of Paragraph 2 of this Section I I and i n Paragraph I I of this Section I I . 

4. Material 
Material , equipment, and supplies purchased or furnished by Operator f o r use of the joint property. So far as i t is reasonably practical and con­

sistent w i t h eff ic ient and economical operation, only such material shall be purchased fo r or transferred to the jo in t property as may be required fo r 

immediate use; and the accumulation of surplus stocks shall be avoided. 

5. Transportation 
Transportation o f employees, equipment, material, and supplies necessary fo r the development, maintenance, and operation o f the jo in t property 

subject to the fo l lowing l imitat ions: 

A . I f material is moved to the jo in t property f r o m vendor's or f r o m the Operator's warehouse or other properties, no charge shall be made to the 

jo in t account fo r a distance greater than the distance f r o m the nearest reliable supply store or railway receiving point where such material is 

available, except by special agreement w i t h Non-Operator. 



B. I f surplus material is moved to Operator's warehouse or other storage point, no charge shall be made to the joint account for a distance greater 

than the distance from the nearest reliable supply store or railway receiving point, except by special agreement with Nor>-Operator. No charge 

shall be made to the joint account for moving material to other propettics belonging to Operator, except by special agreement with Non-Operator. 

6. Service 
A. Outside Services: 

The cost of contract services and utilities procured from outside sources. 

B. Use of Operator's Equipment and Facilities: 

Use of and service by Operator's exclusively owned equipment and facilities as provided in Paragraph S of Section I I I entitled "Operator's Ex­

clusively Owned Facilities." 

7. Damages and Losses to Joint Property and Equipment 
A l l costs or expenses necessary to replace or repair damages or losses incurred by fire, flood, storm, theft, accident, or any other cause not con­

trollable by Operator through the exercise of reasonable diligence. Operator shall furnish Non-Operator written notice of damages or losses in­

curred as soon as practicable after report of the same has been received by Operator. 

8. Litigation Expense 
A l l costs and expenses of litigation, or legal services otherwise necessary or expedient for the protection of the joint interests, including attorneys* 

fees and expenses as hereinafter provided, together with all judgments obtained against the parties or any of them on account of the joint operations 

under this agreement, and actual expenses incurred by any party or parties hereto in securing 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. 

A. I f a majority of the interests hereunder shall so agree, actions or claims affecting the joint interests hereunder may be handled by the legal 

staff of one or more of the parties hereto; and a charge commensurate with cost of providing and furnishing such services rendered may be 

made against the joint account; but no such charge shall be made until approved by the legal departments of or attorneys for the respective 

parties hereto. 

B. Fees and expenses of outside attorneys shall not be charged to the joint account unless authorized by the majority of the interests hereunder. 

9. Taxes 
A l l taxes of every kind and nature assessed or levied upon or in connection with the properties which are the subject of this agreement, the produc­

tion therefrom or the operation thereof, and which taxes have been paid by the Operator for the benefit of the parties hereto. 

10. Insurance and Claims 
A. Premiums paid for insurance required to be carried for the benefit of the joint account, together with all expenditures incurred and paid in 

settlement of any and all losses, claims, /damages, judgments, and other expenses, including legal services, not recovered from insurance carrier. 

B. I f no insurance is required to be carried, all actual expenditures incurred and paid by Operator in settlement of any and all losses, claims, dam­

ages, judgments, and any other expenses, including legal services, shall be charged to the joint account. 

11. District and Camp Expense (Field Supervision and Camp Expense) 
A pro rata portion of the salaries and expenses of Operator's production superintendent and other employees serving the joint property and other 

properties of the Operator in the same operating area, whose time is not allocated directly to the properties, and a pro rata portion of the cost of 

maintaining and operating a production office known as Operator's.. 

Midland Office 
office located at or near _____ . . l ^ d l f l X U l f . . 3 ? 6 3 G & S (or a comparable office i f location changed), and 

necessary suboffices ( if any), maintained for the convenience of the above-described office, and all necessary camps, including housing facilities for 

employees i f required, used in the conduct of the operations on the joint property and other properties operated in the same locality. The expense 

of, less any revenue from, these facilities should be inclusive of depreciation or a fair monthly rental in lieu of depreciation on the investment. Such 

a veil basis, one (1) drilling veil being equivalent to six (6) producing veils, d e 
total District and Camp Expense per producing veil unit shall not exceed $55«OQ per 
month. 

12. Administrative Overhead 
Operator shall have the right tc assess against the joint property covered hereby the following management and administrative overhead charges, 

which shall be in lieu of all expenses of all offices of the Operator not covered by Section I I , Paragraph I I , above, including salaries and expenses 

of personnel assigned to such offices, except that salaries of geologists and other employees of Operator who are temporarily assigned to and directly 

serving on the joint property will be charged as provided in Section I I , Paragraph 2, above. Salaries and expenses of other technical employees as­

signed to such offices wil l be considered as covered by overhead charges in this paragraph unless charges for such salaries and expenses are agreed 

upon between Operator and Non-Operator as a direct charge to the joint property. 

WELL BASIS (Rate Per Well Per Month) 

PRODUCING WELL RATE 
DRILLING WELL (Use Completion Depth) 

RATE 
All WelU 

Well Depth Eoch Well First Five Next Five Over Ten 

A l l D»pthe $350 $50 $b£ 

A. Overhead charges for drilling wells shall begin on the date each well is spudded and terminate when i t 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 (IS) or more consecutive days. 

B. In connection with overhead charges, the status of wells shall be as follows: 

(1) Injection wells for recovery operations, such as for repressure or water flood, shall be included in the overhead schedule the same as produc­

ing oil wells. 

(2) Water supply wells utilized for water flooding operations shall be included in the overhead schedule the same as producing oil wells. 

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



(4) Wells permanently shut down but on which plugging operations are deferred shall be dropped from the overhead schedule at the time the 

shutdown is effected. When such wells are plugged, overhead shall be charged at the producing well rate during the time required for the 

plugging operation. 

(5) Wells being plugged back, drilled deeper, or converted to a source or input well shall be included in the overhead schedule the same as dr i l l ­

ing wells. 

(6) Temporarily shut-down wells (other than by governmental regulatory body) which are not produced or worked upon for a period of a f u l l 

calendar month shall not be included in the overhead schedule; however, wells shut in by governmental regulatory body shall be included 

in the overhead schedule only in the event the allowable production is transferred to other wells on the same property. In the event of a 

unit allowable, all wells capable of producing wil l be counted in determining the overhead charge. 

(7) Wells completed in dual or multiple horizons shall be considered as two wells in the producing overhead schedule. 

(8) Lease salt water disposal wells shall not be included in the overhead schedule unless such weUs are used in a secondary recovery program 

on the joint property. 

C. The above overhead schedule for producing wells shall be applied to the total number of wells operated under the Operating Agreement to which 

this accounting procedure is attached, irrespective of individual leases. 

D. I t is specifically understood that the above overhead rates apply only to drilling and producing operations and are not intended to cover the 

construction or operation of additional facilities such as, but not limited to, gasoline plants, compressor plants, repressuring projects, salt water 

disposal facilities, and similar installations. I f at any time any or all of these become necessary to the operation, a separate agreement wi l l be 

reached relative to an overhead charge and allocation of district expense. 

E. The above specific overhead rates may be amended from time to time by agreement between Operator and Non-Operator i f , in practice, they are 

found to be insufficient or excessive. 

13. Operator's Fully Owned Warehouse Operating and Maintenance Expense 
(Describe fu l ly the agreed procedure to be followed by the Operator.) 

14. Other Expenditures 
Any expenditure, other than expenditures which are covered and dealt with by the foregoing provisions of this Section I I , incurred by the Opera­

tor for the necessary and proper development, maintenance, and operation of the joint property. 

III . BASIS OF CHARGES TO JOINT ACCOUNT 

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

2. Material Furnished by Operator 
Material required for operations shall be purchased for direct charge to joint account whenever practicable, except that Operator may furnish such 

material from Operator's stocks under the following conditions: 

A. New Material (Condition " A " ) 

(1) New material transferred from Operator's warehouse or other properties shall be priced f.o.b. the nearest reputable supply store or railway 

receiving point, where such material is available, at current replacement cost of the same kind of material. This wil l include material such 

as tanks, pumping units, sucker rods, engines, and other major equipment. Tubular goods, two-inch (2 ) and over, shal! be priced on car­

load basis effective at date of transfer and f.o.b. railway receiving point nearest the joint account operation, regardless of quantity transferred. 

(2) Other material shail be priced on basis of a reputable supply company's preferential price list effective at date of transfer and f.o.b. the store 

or railway receiving point nearest the joint account operation where such material is available. 

(3) Cash discount shall not be allowed. 

B. Used Material (Condition " B " and M C " ) 

(1) Material which is in sound and serviceable condition and is suitable for reuse without reconditioning shall be classed as Condition *'B" and 

priced at seventy-five per cent (75%) of new price. 

(2) Material which cannot be classified as Condition " B " but which, 

(a) After reconditioning wil l be further serviceable for original function as good secondhand material (Condition M B " ) , or 

(b) Is serviceable for original function but substantially not suitable for reconditioning, 

shall be classed as Condition *'C" and priced at f i f t y per cent (J0%<) of new price. 

(3) Material which cannot be classified as Condition " B " or Condition " C " shall be priced at a value commensurate with its use. 

(4) Tanks, buildings, and other equipment involving erection costs shall be charged at applicable percentage of knocked-down new price. 

3. Premium Prices 
Whenever materials and equipment are not readily obtainable at the customary supply point and at prices specified in Paragraphs 1 and 2 of this 

Section I I I because of natipnal emergencies, strikes or other unusual causes over which the Operator has no control, the Operator may charge the 

joint account for the required materials on the basis of the Operator's direct cost and expense incurred in procuring such materials, in making it 

suitable for use, and in moving it to the location, provided, however, that notice in 'writ ing is furnished to Non-Operator of the proposed charge prior 

to billing the Non-Operator for the material, and/or equipment acquired pursuant to this provision, whereupon Non-Operator shall have the rignt, 

by so electing and notifying Operator within 10 days after receiving notice from the Operator, to furnish in kind, or in tonnage as the parties may 

agree, at the location, nearest railway receiving point, or Operator's storage point within a comparable distance, all or part of his share of material 

and/or equipment suitable for use and acceptable to the Operator. Transportation costs on any such material furnished by Non-Operator, at any 

point other than at the location, shall be borne by such Non-Operator. I f , pursuant to the provisions of this paragraph, any Non-Operator furnishes 

material and/or equipment in kind, the Operator shall make appropriate credits therefor to the account of said Non-Operator. 

4. Warranty of Material Furnished by Operator 
Operator does not warrant the material furnished beyond or back of the dealer's or manufacturer's guaranty; and in case of defective material, cred­
i t shall not be passed until adjustment has been received by Operator f rom the manufacturers or their agents. 

5. Operator's Exclusively Owned Facilities 
The following rates shall apply* to service rendered to the joint account by facilities owned exclusively by Operator: 

A. Water, fuel, power, compressor and other auxiliary services at rates commensurate 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. Automotive equipment at rates commensurate with cost of ownership and operation. Such rates should generally be in line with the schedule of 

rates adopted by the Petroleum Motor Transport Association, or some other recognized organization, as recommended uniform charges against 

joint account operations and revised from time to time. Automotive rates shall include cost of oil, gas, repairs, insurance, and other operating 

expense and depreciation; and charges shall be based on use in actual service on, or in connection with, the joint account operations. Truck 

and tractor rates may include wages and expenses of driver. 

C. A fair rate shall be charged for the use of drilling and cleaning-out tools and any other items of Operator's fu l ly owned machinery or equip­

ment which shall be ample to cover maintenance, repairs, depreciation, and the service furnished the joint property; provided that such charges 

shall not exceed those currently prevailing in the field where the joint property is located. Pulling units shall be charged at hourly rates com­

mensurate with the cost of ownership and operation, which shall include repairs and maintenance, operating supplies, insurance, depreciation, and 

taxes. Pulling unit rates may include wages and expenses of the operator. 

D. A fair rate shall be charged for laboratory services performed by Operator for the benefit of the joint account, such as gas, water, core, and any 

other analyses and tests; provided such charges shall not exceed those currently prevailing i f performed by outside service laboratories. 

E. Whenever requested, Operator shall inform Non-Operator in advance of the rates it proposes to charge. 

F. Rates shall be revised and adjusted from time to time when found to be either excessive or insufficient. 

IV. DISPOSAL OF L E A S E EQUIPMENT AND MATERIAL 
The Operator shall be under no obligation to purchase interest of Non-Operator in surplus new'or secondhand material. The disposition of major 

items of surplus material, such as derricks, tanks, engines, pumping units, and tubular goods, shall be subject to mutual determination by the parties 

hereto; provided Operator shall have the right to dispose of normal accumulations of junk and scrap material either by transfer or sale f rom the 

joint property. 

Material Purchased by the Operator or Non-Operator 
Material purchased by either the Operator or Non-Operator shall be credited by the Operator to the joint account for tbe month in which the 

material is removed by the purchaser. 

Division in Kind 
Division of material in kind, i'f made between Operator and Non-Operator, shall be in proportion to their respective interests in such material. Each 

party wi i l thereupon be charged individually with the value of the material received or receivable by each party, and corresponding credits wi l l be 

made by the Operator to the joint account. Such credits shall appear in the monthly statement of operations. 

Sales to Outsiders 
Sales to outsiders of material from the joint property shall be credited by Operator to the joint account at the net amount collected by Operator 

f rom vendee. Any claims by vendee for defective material or otherwise shall be charged back to the joint account i f 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 he 
valued on the following basis: 

New Price Defined 
New price as used in the following paragraphs shall have the same meaning and application as that used above in Section I I I , "Basis of Charges to 

Joint Account." 

New Material 
New material (Condition " A " ) , being new material procured for the joint account but never used thereon, at one hundred per cent (100%) of cur­

rent new price (plus sales tax i f any). 

Good Used Material 
Good used material (Condition " B " ) , being used material in sound and serviceable condition, suitable for reuse without reconditioning: 

A. A t seventy-five per cent (75%) of current new price i f material was charged to joint account as new, or 

B. A t sixty-five per cent (65%) of current new price i f material was originally charged to the joint property as Secondhand at seventy-five per 

cent (75%) of new price. 

Other Used Material 
Used material (Condition " C " ) , at f i f t y per cent ( £ 0 % ) of current new price, being used material which: 

A. After reconditioning wil l be further serviceable for original function as good secondhand material (Condition " B " ) , or 

B. Is serviceable for original function but substantially not suitable for y reconditioning. 

Bad-Order Material 
Material and equipment (Condition " D " ) , which is no longer usable for its original purpose without excessive repair cost but is further usable for 

some other purpose, shall be priced on a basis comparable with that of items normally used for that purpose. 

Junk 
Junk (Condition "E" ) , being obsolete and scrap material, at prevailing prices. 

Temporarily Used Material 
When the use of material is temporary and its service to the joint account does not justify the reduction in price as provided in Paragraph 3 B, 

above, such material shall be priced on a basis that wi l l leave a net charge to the joint account consistent with the value of the service rendered. 

VI. INVENTORIES 

Periodic Inventories, Notice and Representation 
At reasonable intervals, inventories shall be taken by Operator of the joint account material, which shall include all such material as is ordinarily 

considered controllable by operators of oil and gas properties. 

Written notice of intention to take inventory shall be given by Operator at least thirty (30) days before any inventory is to begin so that Non-

Operator may be represented when any inventory is taken. 

Failure of Non-Operator to be represented at an inventory shall bind Non-Operator to accept the inventory taken by Operator, who shall in that 

event fuYnish Non-Operator with a copy thereof. 

Reconciliation and Adjustment of Inventories 
Reconciliation of inventory with charges to the joint account shall be made by each party at interest, and a list of overages and shortages shall be 
jointly determined by Operator and Non-Operator. 

Inventory adjustments shall be made by Operator with the joint account for overages and shortages, but Operator shall be held accountable to Non-
Operator only for shortages due to lack of reasonable diligence. 

Special Inventories 
Special inventories may be taken, at the expense of the purchaser, whenever there is any sale or change of interest in the joint property; and i t 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 "3" 

Attached to and made a part of North Mullis 
Unit Operating Agreement, County of Chaves, 
State of New Mexico, dated March 15, I960 

INITIAL TEST WELL 

A. Location. The i n i t i a l test well shall he d r i l l e d at a location i n the 
NE 1/4 SE 1/4 of Section 33. Township 14 South, Range 29 East, N.M.P.M. 

B. Depth. The i n i t i a l test well shall be d r i l l e d conformably with the terms 
of Article 9 of the North Mullis Unit Agreement. 

C. Costs. A l l costs and expenses incurred i n connection with i n i t i a l test well, 
including d r i l l i n g , testing, and completing through the flow l i n e , i f a pro­
ducer, and plugging and abandoning, i f a dry hole, shall be shared by the 
following parties i n the respective percentages set opposite their names: 

D. Title Examination Area. The t i t l e examination area for the i n i t i a l test 
well shall be the SE 1/4 of Section 33, Township 14 South, Range 29 East, 
N.M.P.M. 

Donald B, Anderson 
Bri t i s h American 
Fred M. Cassidy 
Honolulu 
Sinclair 
Sunray Mid-Continent 
Texas Pacific 

17. 337275? 
5.99490 
3.99660 
58.96887 
.99915 

4.71000 
7.99321 

100.00000$ 



EXHIBIT "5" 

Attached to and made a part of North Mullis 
Unit Operating Agreement, County of Chaves, 
State of New Mexico, dated March 15, I960 

INSURANCE 

For Operations by Unit Operator: The Unit Operator shall carry for the 

benefit of the joint account insurance to cover the Unit Operator's 

operations on the lands covered by this agreement as follows: 

(a) Workmen's Compensation insurance: In compliance with the worlcmen's 

compensation laws of the State of New Mexico, including employer's 

l i a b i l i t y . 

(b) Comprehensive General l i a b i l i t y insurance: In amounts of $500,000.00 

for injuries to one person and $1,000,000.00 for any one accident, 

and property damage insurance in the amounts of $1,100,000.00 in 

excess of $25,000.00, i t being expressly understood and agreed 

that the f i r s t $25,000.00 of property damage l i a b i l i t y shall be 

uninsured. 

(c) Automobile public l i a b i l i t y and property damage insurance: In amounts 

of $500,000.00 for injuries to one person, $1,000,000.00 for injuries 

i n one accident and $5,000.00 basic property damage with $1,100,000.00 

in excess of $25,000.00. I t is understood and agreed that $20,000.00 

in excess of $5,000.00 shall be uninsured. 

For Contracted Operations: The Unit Operator shall require i t s contractors 

and subcontractors working or performing services on the lands covered 

hereby to comply with the workmen's compensation laws of the State of New 

Mexico and to carry such other insurance and i n such amounts as the Unit 

Operator shall deem necessary. 



CERTIFICATE OF APPROVAL 

BY COMMISSIONER OF PUBLIC LANDS, STATE OF NEW MEXICO 

NORTH MULLIS UNIT 

There having been presented to the undersigned Commissioner of 
Public Lands of the State of New Mexico for examination, the attached 
Agreement for the development and operation of acreage which i s 
described within the attached Agreement, dated March 15. I960 , 
which has been executed or is to be executed by parties owning and 
holding o i l and gas leases and royalty interests i n and under the 
property described, and upon examination of said Agreement, the Com­
missioner finds: 

(a) That such agreement w i l l tend to promote the 
conservation of o i l and gas and the better 
u t i l i z a t i o n of reservoir energy i n said area. 

(b) That under the proposed agreement the State 
of New Mexico w i l l receive i t s f a i r share of 
the recoverable o i l or gas i n place under i t s 
lands i n the area. 

(c) That each beneficiary I n s t i t u t i o n of the State 
of New Mexico w i l l receive i t s f a i r and equi­
table share of the recoverable o i l and gas 
under i t s lands w i t h i n the area. 

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

NOW, THEREFORE, by v i r t u e of the authority conferred upon me 
under Sections 7-11-39, 7-11-40, 7-11-41, 7-11-1+7, 7-11-48, New Mexico 
Statutes Annotated 1953 Compilation, I , the undersigned, Commissioner 
of Public Lands of the State of New Mexico, for the purpose of more 
properly conserving the o i l and gas resources of the State, do hereby 
consent to and approve the said Agreement, and any leases embracing 
lands of the State of New Mexico w i t h i n the area shall be and the 
same are hereby amended to conform with the terms thereof, and shall 
remain i n f u l l force and effect according to the terms and conditions 
of said Agreement. This approval is subject to a l l of the provisions 
of the aforesaid statutes. 

IN WITNESS WHEREOF, this C e r t i f i c a t e of Approval i s executed, 
with seal a f f i x e d , t h i s nth d a y of May 19 60 ,» 

^ ^ y y ^ C ^ - — 
Commissioner of Public Lands 
of the State of New Mexico 



UNIT AGREEMENT 
FOR THE DEVELOPMENT AND OPERATION OF THE 

NORTH MULLIS UNIT AREA 
CHAVES COUNTY - XEW MEXICO 

"EFORE EXAMINER UTZ 
OIL CONSERVATION COMMISSION 

ji'. /1, • >:>>.>. E/vH.aiT NO. lp 

CASE NO. 1 ̂  3L-T 

NO. 

THIS AGREEMENT, entered into as of the 15th day of March, I960, by and between 

the parties subscribing, rati f y i n g or consenting hereto, and herein referred to as 

"parties hereto", 

WITNESSETH: 

WHEREAS, the parties hereto are the owners of working, royalty or other o i l or 

gas interests i n the unit area subject to this agreement; and 

WHEREAS, the Mineral Leasing Act of February 25, 1920, 41 Stat. 437, as amended, 

30 U.S.C. Sees. 181, et seq., authorizes Federal lessees and their representatives 

to unite with each other, or j o i n t l y or separately with others, i n collectively adopting 

and operating under a cooperative or unit plan of development or operation or any o i l 

or gas pool, f i e l d or like area, or any part thereof, for the purpose of more properly 

conserving the natural resources thereof whenever determined and cert i f i e d by the 

Secretary of the Interior to be necessary or advisable in the public interest; and 

WHEREAS, the Commissioner of Public Lands of the State of New Mexico is 

authorized by an Act of the Legislature (Chap. 88, Laws 1943) to consent to or approve 

this agreement on behalf of the State of New Mexico, insofar as i t covers and includes 

lands and mineral interests of the State of New Mexico; and 

WHEREAS, the Oil Conservation Commission of the State of New Mexico is authorized 

by law (Chapter 72, Laws of 1935, as amended by Chap. 193, Laws of 1937, Chap. 166, 

Laws of 1941, and Chap. 168, Laws of 1949) to approve this agreement, and the conserva­

tion provisions hereof; and 

WHEREAS, the parties hereto hold sufficient interests i n the North Mullis Unit 

Area covering the land hereinafter described to give reasonably effective control of 

operations therein; and 

WHEREAS, i t is the purpose of the parties hereto to conserve natural resources, 

present waste and secure other benefits obtainable through development and operation 

of the area subject to this agreement under the terms, conditions, and limitations 

herein set forth; 

NOW, THEREFORE, in consideration of the premises and the promises herein con­

tained, the parties hereto commit to this agreement their respective interests in the 



below-defined unit area, and agree severally among themselves as follows: 

1. ENABLING ACT AND .REGULATIONS. The Mineral Leasing Act of February 25, 1920, 

as amended, supra, and a l l valid pertinent regulations, including operating and unit plan 

regulations, heretofore issued thereunder or valid, pertinent, and reasonable regulations 

hereafter issued thereunder are accepted and made a part of this agreement as to Federal 

lands, provided such regulations are not inconsistent with the terms of this agreement; 

and as to non-Federal lands, the o i l and gas operating regulations in effect as of the 

effective date hereof governing d r i l l i n g and producing operations, not inconsistent 

with the terms hereof or the laws of the State in which the non-Federal land is located, 

are hereby accepted and made a part of this agreement. 

2. UNIT AREA, The area specified on the map attached hereto marked Exhibit "A" 

is hereby designated and recognized as constituting the unit area, containing 1921.92 

acres, more or less, 

Exhibit "A" shows, in addition to the boundary of the unit area, the 

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

Unit Operator. Exhibit "B" attached hereto is a schedule showing to the extent known 

to the Unit Operator the acreage, percentage, and kind of ownership of o i l and gas 

interests in a l l land in the unit area. However, nothing herein or i n said schedule 

or map shall be construed as a representation by any party hereto as to the ownership 

of any interest other than such interest or interests as are shown in said map or 

schedule as owned by such party. Exhibits "A" and "B" shall be revised by the Unit 

Operator whenever changes in the unit area render such revision necessary, or when 

requested by the Oil and Gas Supervisor,(hereinafter referred to as "Supervisor", 

or Commissioner of Public Lands, hereinafter referred to as "Commissioner" and not 

less than six copies of the revised exhibits shall be f i l e d with the Supervisor, 

and at least one copy shall be f i l e d with the Commissioner and one copy with the 

New Mexico Oil Conservation Commission, hereinafter referred to as "Commission". 

The above described unit area shall when practicable be expended to include 

therein any additional tract or tracts regarded as reasonably necessary or advisable 

for the purposes of this agreement, or shall be contracted to exclude lands not 

within any participating area whenever such expansion or contraction is necessary 

or advisable to conform with the purposes of this agreement. Such expansion or 

contraction s h a l l be effected i n the following man-nerv 



(a) Unit Operator, on i t s own motion or on demand of the Director of the 

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

Commissioner, after preliminary concurrence by the Director, shall prepare a notice 

of proposed expansion or contraction describing the contemplated changes i n the 

boundaries of the unit area, the reasons therefor, and the proposed effective date 

thereof, preferably the f i r s t day of a month subsequent to the date of notice. 

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

the Commission and copies thereof mailed to the last known address of each working 

interest owner, lessee, and lessor whose interests are affected, advising that 30 

days w i l l be allowed for submission to the Unit Operator of any objections. 

(c) Upon expiration of the 30-day period provided i n the preceding item 

(b) hereof, Unit Operator shall f i l e with the Supervisor, the Commissioner and the 

Commission evidence of mailing of the notice of expansion or contraction and a copy of 

any objections thereto which have been f i l e d with the Unit Operator, together with an 

application in sufficient number, for approval of such expansion or contraction and 

with appropriate joinders. 

(d) After due consideration of a l l pertinent information, the expansion or 

contraction shall, upon approval by the Director, the Commissioner, and the Commission 

become effective as of the date prescribed in the notice thereof. 

(e) A l l legal subdivisions of -unitized lands ( i . e . , 40 acres by Government 

Survey or i t s nearest l o t or tract equivalent in instances of irregular surveys; 

however, unusually large lots or tracts shall be considered i n multiples of 40 acres, 

or the nearest aliquot equivalent thereof, for the purpose of elimination under this 

subsection), no parts of which are entitled to be in a participating area within 

5 years after the f i r s t day of the month following the effective date :of the f i r s t 

i n i t i a l participating area established under this unit agreement, shall be eliminated 

automatically from this agreement, effective as of the f i r s t day thereafter, and such 

lands shall no longer be a part of the unit area and shall no longer be subject to 

this agreement, unless at the expiration of said 5-year period diligent d r i l l i n g 

operations are in progress on unitized lands not entitled to participation, i n which 

event a l l such lands shall remain subject hereto for so long as such d r i l l i n g operations 

are continued diligently, with not more than 90 days' time elapsing between the com­

pletion of one such well and the commencement of the next such well. excer>t that the 



time allowed between such wella shall not expire e a r l i e r than 30 days aft e r the 

expiration of ̂ ny period of time during which d r i l l i n g operations are prevented 

by a matter beyond the reasonable control of Unit Operator as set f o r t h i n the 

section hereof e n t i t l e d "Unavoidable Delay": provided that a l l legal subdivisions of 

lands not i n a p a r t i c i p a t i n g area and not e n t i t l e d to become p a r t i c i p a t i n g under the 

applicable provisions of t h i s agreement w i t h i n 10 years a f t e r said f i r s t day of the 

month following the e f f e c t i v e date of said f i r s t i n i t i a l p a r t i c i p a t i n g area s h a l l be 

eliminated ae above specified. Determination of creditable "unavoidable delay" time 

s h a l l be made by Unit Operator and subject to approval of the Director and Commissioner. 

The Unit Operator- s h a l l , w i t h i n 90 day;-: aft e r the e f f e c t i v e date of any elimination 

hereunder, describe the area so eliminated to the s a t i s f a c t i o n of the Director and 

Commissioner and promptly n o t i f y a l l parties i n interest. 

I f conditions warrant extension of the 10-year period specified i n t h i s Sub­

section 2 ( e ) , a single extension of not to exceed 2 years may be accomplished by 

consent of the owners of 90% of the current -unitized working interests and 60% of the 

current unitized basic royalty interests (exclusive of the basic royalty interests 

of the United States), on a t o t a l nonparticipating-acreage basis, respectively, with 

approval of the Director and Commissioner; provided such extension application i s 

submitted to the Director and the Commissioner not l a t e r than 60 days p r i o r to the 

expiration of said 10-year period. 

Any expansion of the u n i t area pursuant to t h i s section which embraces lands 

-(heretofore eliminated pursuant to t h i s Subsection 2 xe) shall not be considered 

automatic commitment or recommitment of such lands, 

3, UXIl-lZED LAND AND UNITIZED SUBSl'AXCES: A l l land committed to t h i s agree­

ment s h a l l constitute land referred to herein as "unitized land" or "land subject to 

t h i s agreement." A l l o i l and gas i n any and a l l formations of the unitized land are 

-unitized 'under the terms of t h i s agreement and herein are called "unitized substances." 

4. UNIT OPERA:.'OR: HONOLULU O'l CORPORATION, a Delaware corporation with 

offi c e s at Midland, Texas, i s hereby designated as Unit Operator and by signature 

hereto as Unit Operator agrees and consents to accept the duties and obligations of 

Unit Operator f o r the discovery, development, and production of unitized substances 

as herein provided. Whenever reference i s made herein to the Unit Operator, such 

reference means the Unit Operator acting i n that capacity and not as an owner nf 



interests i n unitized substances, and the term ''working interest owner" when used 

herein s h a l l include or refer to Unit Operator t.t the owner of a working interest 

when such an interest i s owned by i t . 

5. RESIGNATION OR REMOVAL OF UNIX OPERATOR: Unit Operator sh a l l have the 

r i g h t to resign at any time p r i o r to the establishment of a p a r t i c i p a t i n g area or 

areas hereunder, but such resignation s h a l l not become ef f e c t i v e so as to release 

Unit Operator from the duties ara obligations of Unit Operator and terminate Unit 

Operator's ri g h t s as such f o r a period of six months a f t e r notice of intent i o n to 

resign has been served by Unit Operator on a l l working interest owners, the Director 

and the Commissioner and the Commission, and u n t i l a l l wells then d r i l l e d hereunder 

are placed i n a satisfactory condition f o r suspension or abandonment whichever i s 

required by the Supervisor as to Federal Lands and the Commission as to State and 

pr i v a t e l y owned lands, unless a new unit Operator sh a l l have been selected and 

approved and shall have taken over and assumed the duties and obligations of Unit 

Operator p r i o r to the expiration of said period. 

Unit Operator s h a l l have the r i g h t to resign i n l i k e manner and subject to 

l i k e l i m i t a t i o n s as above provided ut any time a p a r t i c i p a t i n g area established 

hereunder i s i n existence, but, i n a l l instances of resignation or removal, u n t i l 

a successor Unit Operator i s selected and approved as hereinafter provided, the 

working interest owners shall be j o i n t l y responsible f o r performance of the duties 

of Unit Operator, and s h a l l not l a t e r than 30 days before such resignation or 

removal becomes effe c t i v e appoint a common agent to represent them i n any action to 

be taken hereunder. 

The resignation of Unit Operator f h a l l not release Unit Operator from any 

l i a b i l i t y f o r any default by i t hereunder occurring p r i o r to the e f f e c t i v e date of 

i t s resignation. 

The Unit Operator may, upon default or f a i l u r e i n the performance of i t s 

duties or obligations hereunder, be subject to removal by the same percentage vote 

of the owners of working interests determined i n l i k e manner as herein provided f o r 

the selection of a new Unit Operator Such removal s h a l l be eff e c t i v e upon notice 

thereof to the Director and the Commissioner. 

The resignation or removal of Unit Operator under t h i s agreement sh a l l not 

terminate i t s r i g h t , t i t l e , or interest as the owner of a working interest or other 



interest i n u n i t i z e d substances, but upon the resignation or removal of Unit Operator 

becoming ef f e c t i v e such Unit Operator sh a l l deliver possession of a l l equipment, 

materials, and appurtenances used i n conducting the u n i t operations and owned by the 

working interest owners to the new duly q u a l i f i e d successor Unit Operator or to the 

owners thereof i f no such new Unit Operator Is elected, to be used f o r the purpose 

of conducting u n i t operations hereunder. Nothing herein s h a l l be construed as 

authorizing removal of any material, equipment and appurtenances needed f o r the 

preservation of any wells. 

6. SlGCNSpON UNI"1 OPERATOR: Whenever the I n i t Operator s h a l l tender his 

or i t s resignation as Unit Operator or shall be removed as hereinabove provided, the 

owners of the working interests ir.. the p a r t i c i p a t i n g area or areas according to 

t h e i r respective acreage interests i n such p a r t i c i p a t i n g area or areas, or, u n t i l 

a p a r t i c i p a t i n g area shall have been established, the owners of the working interests 

according to t h e i r respective acreage interests i n a l l unitized land, s h a l l by 

majority vote select a successor Unit Operator; Provided, That, i f a majority but 

less than 15% of the working interests q u a l i f i e d to vote are owned by one party to 

t h i s agreement, a concurring vote of one or more additional working interest owners 

s h a l l be required to select a new operator-. Such selection s h a l l not become effe c t i v e 

u n t i l (a) a Unit Operator so selected shall accept i n w r i t i n g the duties and responsi­

b i l i t i e s of Unit Operator, and (b) the selection s h a l l have been approved by the 

Director and the Commissioner, I f no successor Unit Operator i s selected and q u a l i ­

f i e d as herein provided, the Director and the Commissioner at t h e i r election may 

declare t h i s Unit Agreement terminated, 

7, AGIOIININC PROVISIONS AND UNIT OPERATING AGREEMENT: I f the Unit Operator 

i s not the sole owner of working interests, costs and expenses incurred by Unit 

Operator i n conducting u n i t operations hereunder shall be paid and apportioned among 

and borne by the owners of working interests, a l l i n accordance with the agreement 

or agreements entered i n t o by and between the Unit Operator and the owners of working 

inte r e s t s , whether one or more, separately or c o l l e c t i v e l y . Any agreement or agree­

ments entered i n t o between the working interest owners and the Unit Operator as 

provided i n t h i s section, whether one or more, are herein referred to as the "unit 

operating agreement," Such unit operating agreement s h a l l also provide the manner 

in which the working interest owners sh a l l be e n t i t l e d to receive t h e i r resnentive 



proportionate and allocated share of the Dene f i t s accruing hereto i n conformity 

with t h e i r -underlying operating agreements, leases, or other independent contracts, 

and such other r i g h t s and obligations as between Unit Operator and the working 

interest owners as may be agreed upon by Unit Operator and the working interest 

owners; however, no such u n i t operating agreement snail be deemed either to modify any 

of the terms and conditions of t h i s Unit Agreement or to relieve the Unit Operator 

of any r i g h t or obligation established under t h i s Unit Agreement, and i n case of any 

inconsistency or c o n f l i c t between the un i t agreement and the u n i t operating agreement, 

t h i s Unit Agreement sh a l l p r e v a i l , cnree true copies of any u n i t operating agreement 

executed pursuant to t h i s section should be f i l e d with the Supervisor, and one true 

copy with the Commissioner, p r i o r to approval of t h i s agreement by the Director. 

8. RIGHTS AND OBLIGATIONS OF UN111OPERATOR: Except as otherwise s p e c i f i c a l l y 

provided herein, the exclusive r i g h t , p r i v i l e g e , and duty of exercising any and a l l 

r i g h t s of the parties hereto which are necessary or convenient f o r prospecting f o r , 

producing, storing, a l l o c a t i n g , and d i s t r i b u t i n g the unitized substances are hereby 

delegated to and shall be exercised by the Unit Operator as herein provided. 

Acceptable evidence of t i t l e to said r i g h t s s h a l l be deposited with said Unit 

Operator and, together with t h i s agreement, sh a l l constitute and define the r i g h t s , 

p r i v i l e g e s , and obligations of Unit Operator, Nothing herein, however, s h a l l be 

construed to transfer t i t l e to any land or to any lease or operating agreement, i t 

being understood that "under t h i s agreement the Unit Operator, i n i t s capacity as 

Unit Operator, sh a l l exercise the rig h t s of possession and use vested i n the parties 

hereto only f o r the purposes herein specified, 

9, DRILLING. TO DISC OLEFIN Within 6 months a f t e r the ef f e c t i v e date hereof, 

Unit Operator r h a l l begin t o d r i l l an adequate test well at a location approved by 

the Supervisor, i f on Federal liana, or by the Commissioner i f on State Land, or by 

the Commission i f on p r i v a t e l y owned land, unless on such e f f e c t i v e date a wel l i s 

being d r i l l e d conformably with the terms hereof, and thereafter continue such 

d r i l l i n g d i l i g e n t l y -until the Devonian formation has been tested or u n t i l at a lesser 

depth "unitized substances s h a l l be discovered which can be produced i n paying 

quantities ( t o - w i t : quantities s u f f i c i e n t to repay the costs of d r i l l i n g , and pro­

ducing operations, with a reasonable profit'"-, or the Unit Operator s h a l l at any 

time establish to the s a t i s f a c t i o n of the Supervisor i f on Federal Land, the 



Jommissiorjer S on State and or the Commission i f on p r i v a t e l y owned land, that 

farther d r i l l Ing of 'aid well would be unwarranted or impracticable, provided, 

however, that Unit Operator t h i l l not i n aay event be required to d r i l l said well 

to a depth ir. exce-r? of 10,100 feet U n t i l the discovery of a deposit of unitized 

substances capable of being produced i t paying quantities, the Unit Operator s h a l l 

continue d r i l l i n g d i l i g e n t l y one weii. at a time., allowing not more than 6 months between 

the completion of one well and the beginning of the next w e l l , u n t i l a w e l l capable 

of producing unitized Sutssa:x8c i n paying quantities i s completed to the s a t i s f a c t i o n 

of said Supervisor ;f on Feder-ai ' .and • she .l-ommiss loner i f on State Land, or the 

Commission i f on p r i v a t e l y owned l-rr_d, or u n t i l i t if reasonably proved that the 

.unitized land i ; : ire up-Isle of producing unitized s.Issuances i n paying quantities i n 

the formation d r i l l e d hereunder. othlng i t t h i s section shall, be deemed to l i m i t 

the r i g h t of the Unit Operator to resign ac provided i n Section 5 hereof, or as 

requiring Unit Operator to commence or continue any d r i l l i n g during the period 

pending such resignation becoming ef f e c t i v e In order to comply with the requirements 

of t h i s section. Ice director -md the ."•ommi?.cioner may modify the d r i l l i n g require­

ments of t h i ; action by granting rearonalle extensions of time when, i n t h e i r 

opinion, such action i t warrarted. 

Upon f a i l u r e to comply with the d r i l l i n g provisions of t h i s section, the 

d i r e c t o r and the Uommifsioner may, ^ f t e r re-aconable notice to the Unit Operator, and 

each working interest owner., iesiee, and lessor at t h e i r l a s t known addresses, declare 

t h i s tn.it agreement terminated 

10, F.LVa T TZ?~'i??. ilFvF: 3F\g.\" AT ̂  0r?gk'I.:.Qa.: Within 6 months aft e r com­

pl e t i o n of a w e l l i up able of producing unitized "utstances i n paying quantities, 

the Unit Oper-.tor snail scTcmit f o r the approval of the .Supervisor and the Commissioner 

an acceptable pine of development and. operation f o r the unitized land which, when 

appro red by the Supervisor and the ..ommi • loner, s h a l l constitute the further 

d r i l l i n g and operating obligation.! cf the Unit Operator under t h i s agreement f o r the 

period specified therein. "hereafter, from time to time beforethe expiration of any 

exi s t i n g plan the Unit Operator sha±I rubmat f o r the approval of the Supervisor 

and the 0omrni"-loner, a plan for an additional specified period f o r the development 

and operation of the unitized land Any plan submitted pursuant to t h i s section 

sh a l l provide for the exploration of the unitized area and f o r the d i l i g e n t d r i l l i n g 

_ R _ 



necessary f o r determination of the area or areas thereof capable of producing 

uni t i z e d substances i n paying quantities I n each and every productive formation 

and s h a l l be as complete and adequate as the Supervisor and the Commissioner may 

determine to be necessary f o r timely development and proper conservation of the 

o i l and gas resources of the unitized area and sha l l (a) specify the number and 

location of any wells to be d r i l l e d and the proposed order and time f o r such 

d r i l l i n g ; and (b) to the extent practicable specify the operating practices 

regarded as necessary and advisable f o r proper conservation of natural resources. 

Separate plans may be submitted f o r separate productive zones, subject to the 

approval of the Supervisor and the Commissioner, Said plan or plans sh a l l be 

modified or supplemented when necessary to meet changed conditions or to protect 

the interests of a l l parties to t h i s agreement, Reasonable diligence s h a l l be 

exercised i n complying with the obligations of the approved plan of development. 

The Supervisor and the Commissioner are authorized to grant a reasonable extension 

of the 6-month period herein prescribed for submission of an i n i t i a l plan of 

development where such action i s j u s t i f i e d because of unusual conditions or 

circumstances After completion hereunder of a well capable of producing any 

uni t i z e d substances i n paying quantities, no further wells, except such as may be 

necessary to afford protection against operations not 'under t h i s agreement or such 

as may be s p e c i f i c a l l y approved by the Supervisor and the Commissioner, sh a l l be 

d r i l l e d except i n accordance with a plan of development approved as herein provided. 

11. PARTICIPATION AFTER DISCOVERY: Upon completion of a wel l capable of 

producing unitized substances i n paying quantities or as soon thereafter as required 

by the Supervisor or the Commissioner, the Unit Operator s h a l l submit f o r approval 

by the Director and the Commissioner, a schedule, based on subdivisions of the 

public land survey or aliquot parts thereof, of a l l unitized land then regarded as 

reasonably proved to be productive of 'unitized substances i n paying quantities; 

a l l lands i n said schedule on approval of the Director and the Commissioner to 

constitute a p a r t i c i p a t i n g area, e f f e c t i v e as of the date of completion of such 

well or the ef f e c t i v e date of the un i t agreement, whichever i s l a t e r , Said schedule 

also s h a l l set f o r t h the percentage of unitized substances to be allocated as herein 

provided to each unitized t r a c t i n the p a r t i c i p a t i n g area so established, and sh a l l 

govern the al l o c a t i o n of production from and afte r the date the p a r t i c i p a t i n g area 



becomes e f f e c t i v e , k separate p a r t i c i p a t i n g area sh a i l be established i n l i k e manner 

f o r each separate pool or deposit of 'unitized substances or f o r any group thereof 

produced as a single pool or zone, and any two or more p a r t i c i p a t i n g areas so established 

may be combined into one with the consent of the owners of a l l working interests i n the 

lands w i t h i n the p a r t i c i p a t i n g areas so to te combined, on approval of the Director and 

the Commissioner, The p a r t i c i p a t i n g area or areas so established s h a l l be revised from 

t ime t o time, subject to l i k e approval, whenever such action appears proper as a r e s u l t 

of further d r i l l i n g operations or otherwise, to include additional land then regarded 

as reasonably proved to be productive i n paying quantities, or to exclude land then 

regarded as reasonably proved not to te productive i n paying quantities and the per­

centage of al l o c a t i o n s h a l l also be revised accordingly. The ef f e c t i v e date of any 

revision shall be the f i r s t of the month i n which i s obtained the knowledge or informa­

t i o n on which such revision i s predicated, provided, however, a more appropriate ef f e c t i v e 

date may be used i f j u s t i f i e d by the Unit Operator and approved by the Director and the 

Commissioner. No land s h a i l be excluded from a p a r t i c i p a t i n g area on account of 

depletion of the unitized substances 

I t i s the intent of t h i s section that a p a r t i c i p a t i n g area sh a l l represent the 

area known or reasonably estimated to be productive i n paying quantities; but, regard­

less of any revision of the p a r t i c i p a t i n g area, nothing herein contained s h a l l be 

construed as requiring any retroactive adjustment for production obtained p r i o r to the 

ef f e c t i v e date of the revision of the p a r t i c i p a t i n g area, 

In the absence of agreement at any time between the Unit Operator and the 

Director and the Commissioner as to the proper d e f i n i t i o n or r e d e f i n i t i o n of a p a r t i c i ­

pating area, or -until a p a r t i c i p a t i n g area has. or areas have, been established as 

provided herein, the portion of a l l payments affected thereby may be impounded i n a 

manner mutually acceptable to the owners of working interests, except r o y a l t i e s due 

the United States and the State of New Mexico, which shall be determined by the 

Supervisor f o r Federal lands, the Commissioner as to State lands, and the Commission 

as to p r i v a t e l y owned lands, respectively, and the amount thereof deposited, as directed 

by the Supervisor and the Commissioner, respectively, to be held as unearned money 

u n t i l a p a r t i c i p a t i n g area i s f i n a l l y approved and then applied as earned or returned 

i n accordance with a determination of the sum due as Federal and State royalty on the 

basis of such approved p a r t i c i p a t i n g area, 

- 10 -



Whenever i t i s determined, subject to the approval of the Supervisor, as to 

wells on Federal Land, and the Commissioner as to wells on State Land, and the 

Commission as to wells on p r i v a t e l y owned land, that a wel l d r i l l e d under t h i s agree­

ment i s not capable of production i n paying quantities and inclusion of the land on 

which i t i s situated i n a p a r t i c i p a t i n g area i s unwarranted, production from such 

w e l l s h a l l , f o r the purposes of settlement among a l l parties other than working 

i n t e r e s t owners, be allocated to the land on which the w e l l i s located so long as 

such land i s not w i t h i n a p a r t i c i p a t i n g area established f o r the pool or deposit from 

which such production i s obtained. Settlement f o r working interest benefits from such 

w e l l s h a l l be made as provided i n the u n i t operating agreement. 

12. ALLOCATION OF PRODUCTTON: A l l unitized substances produced from each 

p a r t i c i p a t i n g area established under t h i s agreement, except any part thereof used i n 

conformity with good operating practices w i t h i n the unitized area f o r d r i l l i n g , operating, 

camp and other production or development purposes, f o r repressuring or recycling i n 

accordance with a plan of development approved by the Supervisor and the Commissioner, 

or unavoidably l o s t , s h a l l be deemed to be produced equally on an acreage basis from 

the several t r a c t s of unitized land of the p a r t i c i p a t i n g area established f o r such 

production and, f o r the purpose of determining any benefits accruing under t h i s agree­

ment, each such t r a c t of -unitized land s h a l l have allocated to i t such percentage of 

said production ae the number of acres of such t r a c t included i n said p a r t i c i p a t i n g 

area bears to the t o t a l acres of unitized land i n said p a r t i c i p a t i n g area, except 

that a l l o c a t i o n of production hereunder f o r purposes other than f o r settlement of 

the royalty, overriding royalty, or payment out of production obligations of the 

respective working interest owners, sh a l l be on the basis prescribed i n the u n i t 

operating agreement whether i n conformity with the basis of a l l o c a t i o n herein set 

f o r t h or otherwise.. I t i s hereby agreed that production of u n i t i z e d substances from 

a p a r t i c i p a t i n g area sh a l l be allocated as provided herein regardless of whether 

any wells are d r i l l e d on any p a r t i c u l a r part or t r a c t of said p a r t i c i p a t i n g area. I f 

any gas produced from one p a r t i c i p a t i n g area i s used f o r repressuring or recycling 

purposes i n another p a r t i c i p a t i n g area, the f i r s t gas withdrawn from such l a s t -

mentioned p a r t i c i p a t i n g area f o r sale during the l i f e of t h i s agreement s h a l l be 

considered to be the gas so transferred u n t i l an amount equal to that transferred 

s h a l l be so produced f o r sale and such gas s h a l l be allocated to the p a r t i c i p a t i n g 
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area from which i n i t i a l l y produced as constituted at the time of such f i n a l production, 

13. DEVELOPMENT OR OPERATION OF NON-PARTICIPATING LAND OR FORMATIONS: Any party 

hereto owning or controlling the working interest i n any unitized land having thereon a 

regular well location, may, with the approval of the Supervisor as to Federal Land, the 

Commissioner as to State Land, and the Commission as to privately owned land, at such 

party's sole risk, cost, and expense, d r i l l a well to test any formation for which a 

participating area has not been established or to test any formation for which a 

participating area has been established i f such location is not within said participating 

area, unless within 90 days of receipt of notice from said party of his intention to d r i l l 

the well, the Unit Operator elects and commences to d r i l l such well i n like manner as 
* 

other wells are d r i l l e d by the Unit Operator under this agreement. 

I f any well d r i l l e d as aforesaid by a working interest owner results i n produc­

tion such that the land upon which i t is situated may properly be included i n a p a r t i c i ­

pating area, such participating area shall be established or enlarged as provided i n 

this agreement and the well shall thereafter be operated by Unit Operator i n accordance 

with the terms of this agreement and the unit operating agreement. 

I f any well d r i l l e d as aforesaid by a working interest owner obtains production 

in quantities insufficient to j u s t i f y the inclusion in a participating area of the land 

upon which such well is situated, such well may be operated and produced by the party 

d r i l l i n g the same subject to the conservation requirements of this agreement. The 

royalties i n amount or value of production from any such well shall be paid as specified 

in the underlying lease and agreements affected. 

14, ROYALTY SETTLEMENT: The United States and the State of New Mexico and 

a l l royalty owners who, under existing contract, are entitled to take in kind a share of 

the substances now "unitized hereunder produced from any tract, shall hereafter be entitled 

to the right to take in kind their share of the unitized substances allocated to such 

tract, and Unit Operator, or in case of the operation of a well by a working interest 

owner as herein in special cases provided for, such working interest owner, shall make 

deliveries of such royalty share taken in kind in conformity with the applicable con­

tracts, laws, and regulations, Settlement for royalty interests not taken i n kind shall 

be made by working interest owners responsible therefor under existing contracts, laws, 

and regulations, on or before the last day of each month for unitized substances produced 

during the preceding calendar month; provided, however, that nothing herein contained 



shall operate to relieve the lessees of any land from their respective lease obligations 

for the payment of any royalties due under their leases. 

I f gas obtained from lands not subject to this agreement is introduced into any 

participating area hereunder, for use i n repressuring, stimulation of production, or 

increasing ultimate recovery, which shall be in conformity with a plan f i r s t approved 

by the Supervisor, the Commissioner, and the Commission^a like amount of gas, after 

settlement as herein provided for any gas transferred from any other participating 

area, and with due allowance for loss or depletion from any cause, may be withdrawn 

from the formation into which the gas was introduced, royalty free as to dry gas, hut 

not as to the products extracted therefrom; provided that such withdrawal shall be at 

such time as may be provided in the plan of operations or as may otherwise be consented 

to by the Supervisor, the Commissioner, and 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, 

Royalty due the United States shall be computed as provided i n the operating 

regulations and paid in value or delivered in kind as to a l l unitized substances on 

the basis of the amounts thereof allocated to unitized Federal land as provided herein 

at the rates specified i n the respective Federal leases, or at such lower rate or 

rates as may be authorized by law or regulation; provided, that for leases on which the 

royalty rate depends on the daily average production per well, said average production 

shall be determined in accordance with the operating regulations as though each 

participating area were a single consolidated lease. 

Royalty due on account of State and privately owned lands shall be computed and 

paid on the basis of a l l unitized substances allocated to such lands. 

15. RENTAL SETTLEMENT: Rentals or minimum royalties due on leases committed 

hereto shall be paid by working interest owners responsible therefor under existing 

contracts^ laws, and regulations, provided that nothing herein contained shall operate 

to relieve the lessees of any land from their respective lease obligations for the 

payment of any rental or minimum royalty in l i e u thereof due under their leases. Rental 

or minimum royalty for lands of the United States subject to this agreement shall be 

paid at the rate specified i n the respective leases from the United States, unless such 

rental or minimum royalty is waived, suspended, or reduced by law or by approval of the 

Secretary or his duly authorized representative, 
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Rentals on State of New Mexico lands subject t o t h i s agreement s h a l l be paid 

at the rates specified i n the respective leases. 

With respect to any committed lease on p r i v a t e l y owned land containing provisions 

which would terminate such lease unless d r i l l i n g operations were w i t h i n the time therein 

specified commenced upon the land covered thereby or rentals paid f o r the p r i v i l e g e of 

deferring such d r i l l i n g operations, the rentals required thereby s h a l l , notwithstanding 

any other provision of t h i s agreement, be deemed to accrue and become payable during 

the term thereof as extended by t h i s agreement and u n t i l the required d r i l l i n g oper­

ations are commenced upon the land covered thereby or some portion of such land i s 

included i n a p a r t i c i p a t i n g area. 

16. CONSERVATION: Operations hereunder and production of unitized substances 

s h a l l be conducted to provide f o r the most economical and e f f i c i e n t recovery of said 

substances without waste, as defined by or pursuant to State or Federal law or regula­

t i o n . 

17o DRAINAGE: The Unit Operator s h a l l take appropriate and adequate measures 

to prevent drainage of unitized substances from unitized land by wells on land not 

subject to t h i s agreement or pursuant to applicable regulations pay a f a i r and rea­

sonable compensatory royalty as determined by the Supervisor f o r Federal lands or as 

approved by the Commissioner f o r State lands. 

18. LEASES AND CONTRACTS CONFORMED AND EXTENDED: The terms, conditions, and 

provisions of a l l leases, subleases and other contracts r e l a t i n g to exploration, 

d r i l l i n g , development, or operation f o r o i l or gas of lands committed to t h i s agree­

ment are hereby expressly modified and amended to the extent necessary to make the 

same conform to the provisions hereof, but otherwise to remain i n f u l l force and 

ef f e c t ; and the parties hereto hereby consent that the Secretary as to Federal leases 

and the Commissioner as to State leases s h a l l and each by his approval hereof, or 

by the approval hereof by his duly authorized representative, does hereby establish, 

a l t e r , change, or revoke the d r i l l i n g , producing, r e n t a l , minimum royalty, and royalty 

requirements of Federal and State leases committed hereto and the regulations i n 

respect thereto to conform said requirements to the provisions of t h i s agreement, and, 

without l i m i t i n g the generality of the foregoing, a l l leases, subleases, and contracts 

are p a r t i c u l a r l y modified i n accordance with the following: 

(a) The development and operation of lands subject to t h i s agreement under the 
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terms hereof shall he deemed f u l l performance of a l l obligations for development and 

operation with respect to each and every part or separately owned tract subject to 

this agreement, regardless of whether there is any development of any particular part 

or tract of the unit area, notwithstanding anything to the contrary i n any lease, 

operating agreement or other contract by and between the parties hereto, or their 

respective predecessors in interest, or any of them. 

(b) D r i l l i n g and producing operations performed hereunder upon any tract of 

unitized lands w i l l be accepted and deemed to be performed upon and for the benefit of 

each and every tract of unitized land, and no lease shall be deemed to expire by 

reason of failure to d r i l l or produce wells situated on the land therein embraced. 

(c) Suspension of d r i l l i n g or producing operations on a l l unitized lands 

pursuant to direction or consent of the Secretary and the Commissioner or their duly 

authorized representatives shall be deemed to constitute such suspension pursuant to 

such direction or consent as to each and every tract of unitized land. 

(d) Each lease, sublease or contract relating to the exploration, d r i l l i n g , 

development or operation for o i l or gas of lands other than those of the United States 

committed to this agreement, which, by i t s terms might expire prior to the termination 

of this agreement, is hereby extended beyond any such term so provided therein so that 

i t shall be continued in f u l l force and effect for and during the term of this agree­

ment. 

(e) Any Federal lease for a fixed term of twenty (20) years or any renewal 

thereof or any part of such lease which is made subject to this agreement shall continue 

in force beyond the term provided therein u n t i l the termination hereof. Any other 

Federal lease committed hereto shall continue in force beyond the term so provided 

therein or by law as to the land committed so long as such lease remains subject 

hereto, provided that production is had in paying quantities under this unit agreement 

prior to the expiration date of the term of such lease. 

( f ) Each sublease or contract relating to the operation and development of 

unitized substances from lands of the United States committed to this agreement, 

which by i t s terms would expire prior to the time at which the underlying lease, 

as extended by the immediately preceding paragraph, w i l l expire, is hereby extended 

beyond any such term so provided therein so that i t shall be continued i n f u l l force 

and effect for and during the term of the underlying lease as such term is herein 

extended. 
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(g) The segregation of any Federal lease committed to this agreement is governed 

hy the following provision in the fourth paragraph of Sec. 17(h) of the Act, as amended 

hy the Act of July 29, 1954, (68 Stat, 583, 585): 

"Any (^federal") lease hereafter committed to any such {unit] 
plan embracing lands that are in part within and in part 
outside of the area covered by any such plan shall be 
segregated into separate leases as to the lands committed 
and the lands not committed as of the effective date of 
unitization: Provided, however, that any such lease as to 
the nonunitized portion shall continue in force and effect 
for the term thereof but for not less than two years from 
the date of such segregation and so long thereafter as o i l 
or gas is produced in paying quantities." 

(h) Any lease embracing lands of the State of New Mexico, which is made subject 

to this agreement, shall continue in force beyond the term provided therein as to the 

lands committed hereto u n t i l the termination hereof. 

( i ) Any lease, other than a Federal lease, having only a portion of i t s lands 

committed hereto, shall be segregated as to the portion committed and the portion not 

committed, and the provisions of such lease shall apply separately to such segregated 

portions commencing as of the effective date hereof. In the event any such lease 

provides for a lump-sum rental payment, such payment shall be prorated between the 

portions so segregated i n proportion to the acreage of the respective tracts. Provided, 

however, notwithstanding any of the provisions of this agreement to the contrary, any 

lease embracing lands of the State of New Mexico having only a portion of i t s lands 

committed hereto shall continue in f u l l force and effect beyond the term provided 

therein as to a l l lands embraced in such lease, i f unitized substances are discovered 

and are capable of being produced i n paying quantities from some part of the lands 

embraced in such lease committed to this agreement at the expiration of the secondary 

term of such lease; or i f , at the expiration of the secondary term, the lessee or the 

Unit Operator is then engaged in bona fide d r i l l i n g or reworking operations on some 

part of the lands embraced in such lease, the same as to a l l lands embraced therein 

shall remain in f u l l force and effect so long as such operations are being diligently 

prosecuted, and i f they result i n the production of unitized substances, said lease 

shall continue i n f u l l force and effect as to a l l of the lands embraced therein, so 

long thereafter as unitized substances in paying quantities are being produced from 

any portion of said lands. 

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

covenants running with the land with respect to the interest of the parties hereto 



and t h e i r successors i n in t e r e s t u n t i l t h i s agreement terminates, and any grant, 

transfer, or conveyance, of interest i n land or leases subject hereto s h a l l be and 

hereby i s conditioned upon the assumption of a l l privileges and obligations hereunder 

by the grantee, transferee, or other successor i n interest. No assignment or transfer 

of any working i n t e r e s t , r o y alty, or other interest subject hereto s h a l l be binding upon 

Unit Operator u n t i l the f i r s t day of the calendar month a f t e r Unit Operator i s furnished 

w i t h the o r i g i n a l , photostatic, or c e r t i f i e d copy of the instrument of transfer, 

20. EFFECTIVE DATE AND TERM: This Agreement s h a l l become effe c t i v e upon approval 

by the Director, and the Commissioner, or t h e i r duly authorized representatives, as of 

the date of approval t y the Director, and sha l l terminate f i v e (5) years from said 

e f f e c t i v e date, -unless: 

(a) Such date of expiration i s extended by the Director and the Commissioner; 
or 

(b) I t Is reasonably determined p r i o r to the expiration of the f i x e d term or 
any extensions thereof that the "unitized land i s incapable of production 
of unitized substances I n paying quantities i n the formations tested 
hereunder and a f t e r notice of int e n t i o n to terminate the agreement on 
such ground i s given by the Unit Operator to a l l parties i n interest at 
t h e i r l a s t known addresses, the agreement i s terminated with the approval 
of the Director and the Commissioner; or 

(c) A valuable discovery of "unitized substances has been made on unitized 
land during said i n i t i a l term or any extension thereof, i n which event 
the agreement s h a l l remain i n e f f e c t f o r such term and so long as unitized 
substances can be produced i n paying quantities, i . e . , i n t h i s p a r t i c u l a r 
instance i n quantities s u f f i c i e n t to pay f o r the cost of producing same 
from wells on unitized land w i t h i n any p a r t i c i p a t i n g area established 
hereunder and, should production cease, so long thereafter as d i l i g e n t 
operations are i n progress f o r the restoration of production or discovery 
of new production and so long thereafter as the u n i t i z e d substances can 
be produced as aforesaid: or 

(d) I t i s terminated as heretofore provided i n t h i s agreement. 

This agreement may be terminated at any time by not less than 75 per centum, on 

an acreage basis, of the owners of working interests signatory hereto, w i t h the approval 

of the Director and the Commissioner; notice of any such approval to be given by the 

Unit Operator to a l l parties hereto. 

21. RATE OF PROSPECTING, DEVELOPMENT AND PRODUCTION: The Director i s hereby 

vested w i t h authority to a l t e r or modify from time to time i n h i s discretion the 

quantity and rate of production under t h i s agreement when such quantity and rate i s 

not f i x e d pursuant to Federal or State law or does not conform to any state-wide 

voluntary conservation or al l o c a t i o n program, which Is established, recognized, and 

generally adhered to by the majority of operators i n such State, such authority being 



hereby l i m i t e d to a l t e r a t i o n or modification i n the public i n t e r e s t , the purpose 

thereof and the public interest to be served thereby to be stated i n the order of 

a l t e r a t i o n or modification.. Without regard to the foregoing, the Director i s also 

hereby vested w i t h authority t o a l t e r or modify from time to time i n his discretion 

the rate of prospecting and development and the quantity and rate of production under 

t h i s agreement when such a l t e r a t i o n or modification i s i n the i n t e r e s t of att a i n i n g the 

conservation objectives stated i n t h i s agreement and i s not i n v i o l a t i o n of any 

applicable Federal or State law. I t i s agreed, f u r t h e r , that no such a l t e r a t i o n or 

modification s h a l l be ef f e c t i v e as to any land of the State of New Mexico as to the 

rate of prospecting and development i n the absence of the specific w r i t t e n approval 

thereof by the Commissioner and as to the quantity and rate of production i n the 

absence of specific w r i t t e n approval thereof by the Commission, 

Powers i n t h i s section vested i n the Director s h a l l only be exercised a f t e r 

notice to Unit Operator and opportunity f o r hearing to be held not less than 15 days 

from notice. 

22. CONFLICT OF SUPERVISION: Neither the Unit Operator nor the working interest 

owners nor any of them s h a l l be subject t o any f o r f e i t u r e , termination or expiration 

of any r i g h t s hereunder or under any leases or contracts subject hereto, or to any 

penalty or l i a b i l i t y on account of delay or f a i l u r e i n whole or i n part to comply with 

any applicable provision thereof to the extent that the said Unit Operator, working 

inte r e s t owners or any of them are hindered, delayed or prevented from complying 

therewith by reason of f a i l u r e of the Unit Operator to obtain, i n the exercise of 

due diligence, the concurrence of proper representatives of the United States and of 

the State of New Mexico In and about any matters or things concerning which i t i s 

required herein that such concurrence be obtained. 

2.3o APPEARANCES: Unit Operator s h a l l , a f t e r notice to other parties affected, 

have the r i g h t to appear f o r and on behalf of any and a l l interests affected hereby 

before the Department of the I n t e r i o r , the Commissioner of Public Lands and the New 

Mexico O i l Conservation Commission, and to appeal from orders issued under the 

regulations of said Department, the said Commission or the said Commissioner, or to 

apply f o r r e l i e f from any of said regulations or i n any proceedings r e l a t i v e to 

operations before the Department of the I n t e r i o r , the said Commissioner or the said 

Commission, or any other l e g a l l y constituted authority; provided, however, that any 
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other interested party shall also have the right at his own expense to be heard in 

any such proceeding, 

24. NOTICES: A l l notices, demands or statements required hereunder to be given 

or rendered to the parties hereto shail be deemed f u l l y given i f given in writing and 

personally delivered to the party or sent by postpaid registered mail, addressed to 

such party or parties at their respective addresses set forth in connection with the 

signatures hereto or to the r a t i f i c a t i o n or consent hereof or to such other address 

as any such party may have furnished i n writing to party sending the notice, demand or 

statement. 

25= NO WAIVER OF CERTAIN RIGHTS: Nothing in this agreement contained shall be 

construed as a waiver by any party hereto of the right to assert any legal or con­

sti t u t i o n a l right or defense as to the v a l i d i t y or invalidity of any law of the State 

wherein said unitized lands are located, or of the United States, or regulations 

issued thereunder in any way affecting such party, or as a waiver by any such party 

of any right beyond his or i t s authority to waive. 

26. UNAVOIDABLE DELAY: A l l obligations under this agreement requiring the 

Unit Operator to commence or continue d r i l l i n g or to operate on or produce unitized 

substances from any of the lands covered by this agreement shall be suspended while, 

but only so long as, the Unit Operator despite the exercise of due care and diligence, 

is prevented from complying with such obligations, i n whole or i n part, by strikes, 

acts of God, Federal, State or municipal law or agencies, unavoidable accidents, 

uncontrollable delays in transportation, i n a b i l i t y to obtain necessary materials i n 

open market, or other matters beyond the reasonable control of the Unit Operator 

whether similar to the matters herein enumerated or not. 

27o FAIR EMPLOYMENT: In connection with the performance of work under this 

agreement, the Unit Operator agrees not to discriminate against any employee or 

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

aforesaid provision shall include, but not be limited to, the following: employment, 

upgrading, demotion, or transfer; recruitment or recruitment advertising, layoff 

or termination; rates of pay or other forms of compensation; and selection for 

training, including apprenticeship. The Unit Operator agrees to post hereafter in 

conspicuous places, available for employees and applicants for employment, notices 

to be provided by the contracting officer setting forth the provisions of the 
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nondiscriminat ion clause. 

The Unit Operator agrees to Insert the foregoing provision i n a l l subcontracts 

hereunder, except subcontracts f o r standard commercial supplies or raw materials, 

28, LOSS OT TITLE:: I n the event t i t l e to any interest i n any t r a c t of unitized 

land shaLl f a i l and the true owner cannot be induced to j o i n i n t h i s u n i t agreement, 

such interest i n such t r a c t s h a l l be automatically regarded as not committed hereto 

and there s h a l l be such readjustment of future costs and benefits as may be required 

on account of the loss of such t i t l e . I n the event of a dispute as to t i t l e as to any 

royalty, working in t e r e s t ; or other interests subject thereto, payment or delivery 

on account thereof may be withheld without l i a b i l i t y f o r interest -until the dispute 

Is f i n a l l y s e t t l e d ; provided, that, as to Federal and State land or leases, no payments 

of funds due the United States or the State of New Mexico s h a l l be withheld, but 

such funds of the United States s h a l l be deposited as directed by the Supervisor, and 

such funds of the State shall be deposited as directed by the Commissioner, to be 

held as unearned money pending f i n a l settlement of the t i t l e dispute, and then applied 

as earned or returned i n accordance with such f i n a l settlement. 

Unit Operator as such i s relieved from any r e s p o n s i b i l i t y f o r any defect or 

f a i l u r e of any t i t l e hereunder. 

29, NON-JOINDER AND SUBSEQUENT JOINDER: I f the owner of any substantial interest 

i n a t r a c t w i t h i n the un i t area f a i l s or refuses to subscribe or consent to t h i s agree­

ment, the owner of the working interest i n that t r a c t may withdraw said t r a c t from t h i s 

agreement by w r i t t e n notice to the Director, the Commissioner and the Unit Operator p r i o r 

to the approval of t h i s agreement by the Director, Any o i l or gas interests i n lands 

w i t h i n the u n i t area not committed hereto p r i o r to submission of t h i s agreement f o r 

f i n a l approval may thereafter be committed hereto t y the owner or owners thereof 

subscribing or consenting to t h i s agreement, and, I f the interest i s a working i n t e r e s t , 

by the owner of such interest also subscribing to the u n i t operating agreement. After 

operations are commenced hereunder, the r i g h t of subsequent joinder, as provided i n t h i s 

section, by a working; interest owner i s subject to such requirements or approvals, i f 

any, pertaining to such joinder, as may be provided f o r i n the u n i t operating agreement. 

Aft e r f i n a l approval hereof joinder by a non-working interest owner must be consented 

to i n w r i t i n g by the working interest owner committed hereto and responsible f o r the 

payment of any benefits that may accrue hereunder i n behalf of such non-working in t e r e s t . 
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Joinder by any owner of a non-working i n t e r e s t , at any time, must be accompanied by 

appropriate joinder by the owner of the corresponding working interest i n order f o r the 

interest to be regarded as e f f e c t i v e l y committed hereto. Joinder to the u n i t agreement 

by a working-interest owner, at any time, must be accompanied by appropriate joinder t o 

the u n i t operating agreement, i f more than one committed working-interest owner i s 

involved, i n order f o r the in t e r e s t to be regarded as e f f e c t i v e l y committed to t h i s 

u n i t agreement, Except as may otherwise herein be provided subsequent joinders t o 

t h i s agreement sh a l l be eff e c t i v e as of the f i r s t day of the month following the f i l i n g , 

w i th the Supervisor, the Commissioner and the Commission of duly executed counterparts 

of a l l or any papers necessary to establish e f f e c t i v e commitment of any t r a c t to t h i s 

agreement unless objection to such joinder i s duly made w i t h i n 60 days by the Director, 

the Commissioner or the Commission. 

30, COUNTSRPARTS: This Agreement may be executed i n any number of counterparts, 

no one of which needs t o be executed by a l l parties or may be r a t i f i e d or consented t o 

by separate instrument i n w r i t i n g , s p e c i f i c a l l y r e f e r r i n g hereto, and sh a l l be binding 

upon a l l those parties who have executed such a counterpart, r a t i f i c a t i o n , or consent 

hereto with the same force and e f f e c t as i f a l l such parties had signed the same docu­

ment, and regardless of whether or not i t i s executed by a l l other parties owning or 

claiming an interest i n the lands w i t h i n the above described u n i t area. 

31, SURRENDER: Nothing i n t h i s agreement s h a l l p r o h i b i t the exercise by any 

working interest owner of the r i g h t to surrender vested i n such party i n any lease, 

sub-lease, or operating agreement as to a l l or any part of the lands covered thereby, 

provided that each party who w i l l or might acquire such working interest by such 

surrender or by f o r f e i t u r e as hereafter set f o r t h , i s bound by the terms of t h i s agree­

ment. 

I f as a res u l t of any such surrender, the working in t e r e s t r i g h t s as to such 

lands become vested i n any party other than the fee owner of the un i t i z e d substances, 

said party s h a l l f o r f e i t such r i g h t s and no further benefits from operation hereunder 

as to said laud s h a l l accrue to such party, unless w i t h i n ninety (90) days thereafter 

said party s h a l l execute t h i s agreement and the u n i t operating agreement as to the 

working interest acquired through such surrender, e f f e c t i v e as though such land had 

remained continuously subject t o t h i s agreement and the u n i t operating agreement. 

And i n the event such agreements are not so executed, the party next i n the chain of 
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t i t l e shall he and become the owner of such working interest at the end of such ninety 

(90) day period, with the same force and effect as though such working interest had 

been surrendered to such party. 

I f as the result of any such surrender or forfeiture the working interest 

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

such owner may: 

(1) Execute this agreement and the unit operating agreement as a working 

interest owner, effective as though such land had remained continuously 

subject to this agreement and the unit operating agreement, 

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

such lease shall within t h i r t y (.30) days after such lands are so leased 

execute this agreement and the unit operating agreement as to each 

participating area theretofore established hereunder, effective as 

though such land had remained continuously subject to this agreement 

and the unit operating agreement. 

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

agreement as to any part thereof or any o i l or gas deposits therein not 

then included within a participating area. 

I f the fee owner of the unitized substances does not execute this agreement and 

the unit operating agreement as a working interest owner or again lease such lands as 

above provided with respect to each existing participating area, within six (6) months 

after any such surrender or forfeiture, such fee owner shall be deemed to have waived 

the right to execute the unit operating agreement or lease such lands as to each such 

participating area, and to have agreed, in consideration for the compensation herein­

after provided, that operations hereunder as to any such participating area or areas 

shall not be affected by such surrender. 

For any period the working interest in any lands are not expressly committed 

to the unit operating agreement as the result of any such surrender or forfeiture, 

the benefits and obligations of operations accruing to such lands under this agree­

ment and the unit operating agreement shall be shared by the remaining owners of 

unitized working interests i n accordance with their respective participating working 

interest ownerships in any such participating area or areas, and such owners of 

working interests shall compensate the fee owner of unitized substances i n such lands 
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by paying sums equal to the rentals, minimum royalties, and royalties applicable to 

such lands under the lease i n effect when the lands were unitized, as to such par­

ticipating area or areas. 

Upon commitment of a working interest to this agreement and the unit operating 

agreement as provided i n this section, an appropriate accounting and settlement shall 

be made, to reflect the retroactive effect of the commitment, for a l l benefits accruing 

to or payments and expenditures made or incurred on behalf of such surrendered working 

interest during the period between the date of surrender and the date of recommitment, 

and payment of any moneys found to be owing by such an accounting shall be made as 

between the parties then signatory to the unit operating agreement and this agreement 

within t h i r t y (30) days after the recommitment. The right to become a party to this 

agreement and the -unit operating agreement as a working interest owner by reason of 

a surrender or forfeiture as provided i n this section shall not be defeated by the 

nonexistence of a 'unit operating agreement and in the event no unit operating agree­

ment is i n existence and a mutually acceptable agreement between the proper parties 

thereto cannot be consummated, the Supervisor may prescribe such reasonable and 

equitable agreement as he deems warranted under the circumstances. 

Nothing in this section shall be deemed to l i m i t the right of joinder or 

subsequent joinder to this agreement as provided elsewhere in this agreement. The 

exercise of any right vested i n a working interest owner to reassign such working 

interest to the party from whom obtained shall be subject to the same conditions as 

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

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

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

HONOLULU OIL CORPORATION 

Date: By 
President 

ATTEST: 

Secretary 
Address: P.O. Drawer 1391 

Midland, Texas 

UNIT OPERATOR AND WORKING INTEREST 
OWNER 

- 23 -



Donald B. Anderson 

Address: Box 660 

Roswell, New Mexico 

THE BRITISH-AMERICAN OIL PRODUCING COMPANY 

By 
ATTEST: 

Address: P„0„ Box 749 
Dallas 21, Texas 

C. C. Byars 

Address: 
Lubbock, Texas 

CITIES SERVICE OIL COMPANY 

By 

ATTEST: 

Address: 

GULF OIL CORPORATION 

By 

ATTEST: 

Address: 

H. E. Harrington 

Address: Box 660 
Roswell, New Mexico 

HONDO OIL & GAS COMPANY 

By 

ATTEST: 

Address: Box 660 
Roswell, New Mexico 



SINCLAIR OIL & GAS COMPANY 

Date: By 
President 

ATTEST: 

Secretary 
Addre ss: 

SUNRAY MID-CONTINENT OIL COMPANY 

Date: By 
President 

ATTEST: 

Secretary 
Address: P.O., Box 2039 

Tulsa 2, Oklahoma 

TEXAS PACIFIC COAL AND OIL COMPANY 

Date: By 
President 

ATTEST: 

Secretary 
Address: 

Fort Worth 1, Texas 

WORKING INTEREST OWNERS 
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CERTIFICATION—DETERMINATION 

Pursuant to the authority vested i n the Secretary of Interior, under the 

act approved February 25, 1920, 41 Stat. 437, as amended, 30 U.S.C. sees. 181, et 

seq., and delegated to the Director of the Geological Survey pursuant to Departmental 

Order No. 2365 of October 8, 1947, 43 C.F.R. sec. 4.611, 12 F.R. 6784, I do hereby: 

A. Approve the attached agreement for the development and operation of 

the North Mullis Unit Area, State of New Mexico. 

B. Certify and determine that the unit plan of development and operation 

contemplated in the attached agreement is necessary and advisable i n the public 

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

C. Certify and determine that the d r i l l i n g , producing, rental, minimum 

royalty, and royalty requirements of a l l Federal leases committed to said agreement 

are hereby established, altered, changed, or revoked to conform with the terms and 

conditions of this agreement. 

Dated . 

Director, United States Geological Survey 



CERTIFICATE OF APPROVAL 
31 COMMISSIONER OF PUBLIC LANDS, STATE OF NEW MEXICO, 
OF UNIT AGREEMENT FOR DEVELOPMENT AND OPERATION OF THE 

NORTH MULLIS UNIT AREA, COUNTY OF CHAVES, 
STATE OF NEW MEXICO 

There has been presented to the undersigned Commissioner of Public Lands 
of the State of New Mexico for examination,, an agreement for the development and 
operation of the North Mullis Unit Area, Chaves County, New Mexico, dated March 15, 
I960., in which Honolulu Oil Corporation is designated as Operator, and which has 
been executed by various parties owning and holding o i l and gas leases embracing 
lands within the Unit Area and upon examination of said agreement, the Commissioner 
finds; 

(a) That such agreement w i l l tend to promote conservation of o i l and 
gas and the better u t i l i z a t i o n of reservoir energy i n said f i e l d ; 

(b) That under the operations proposed, the state w i l l receive i t s 
f a i r share of the recoverable o i l or gas in place under i t s land 
in the area affected; 

(c) That the agreement is i n other respects for the best interests 
of the state; 

(d) That the agreement provides for the unit operation of the f i e l d , 
for allocation of production and sharing of proceeds from a part 
of the area covered by the agreement on an acreage basis as 
specified i n the agreement. 

NOW, THEREFORE, by virtue of the authority conferred upon me by virtue of the 
Laws of the State of New Mexico. I , the undersigned Commissioner of Public Lands of 
the State of New Mexico, for the purpose of more properly conserving the o i l and gas 
resources of the state, do hereby consent to and approve the above referred to North 
Mullis Unit Agreement as to the lands of the State of New Mexico committed thereto, 
and a l l o i l and gas leases embracing lands of the State of New Mexico committed to 
said agreement shall be and the same are hereby amended so that the provisions 
thereof w i l l conform to the provisions of said Unit Agreement and so that the 
length of the secondary term of each such lease as to the lands within the Unit Area 
w i l l be extendedj insofar as ia necessary, to coincide with the term of said Unit 
Agreement and i n the event the term of said Unit Agreement shall be extended as 
provided therein, such extension shall also be effective to extend the term of each 
o i l and gas lease embracing lands of the State of New Mexico committed to said Unit 
Agreement which would otherwise expire, so as to coincide with the extended term of 
such Unit Agreement. 

IN WITNESS WHEREOF, this Certificate of Approval is executed as of this 
___________ day of , 1960 „ 

Commissioner of Public Lands of the 
State of New Mexico 



14-08-0001 0788 
Pursuant to the authority vested in the Secretary of Interior, under tbe 

act approved February 25, 1920, 41 Stat. 437, as amended, 70 U.S.C. MOI. 1*1, et 

seq., and delegated to the Director of the Geological Survey pursuant to Dapartaantal 
* 

9rder No. 2365 of October 8, 1947, 43 C.F.R. sec. 4.611, 12 F.R. 6784, I do bar***: 
4 • 

. 'A. Approve the attached agreement for the develop—ent asd operation of 
' • • 

the North Mullis Unit Area, State of New Mexico. 

, * B. Certify and determine that the unit plan of development and operation 
* 

contemplated in the attached agreement is necessary and advisable in the pttblio 

\ f . interest'for the purpose of more properly conserving tbe natural resouroaa. 

C. 'Certify and determine that the drilling, producing, rental, -Inlnua 

royalty, and royalty requirements of all Federal leases c emitted to said agreement 

are hereby established, altered, changed, or revoked to conform with the terms and 

conditions of this agreement. 
2 ' I960 

Dated . 

o t l n*Director, United States Geological Survey 



RATIFICATION AND JOINDER 
of 

UNIT AGREEMENT FOR THE DEVELOPMENT AND OPERATION 
of the 

NORTH MULLIS UNIT AREA 
CHAVES COUNTY, NEW MEXICO 

In consideration of the execution of the UNIT AGREEMENT FOR THE 
DEVELOPMENT AND OPERATION OF THE NORTH MULLIS UNIT AREA, COUNTY OF CHAVES, 
STATE OF NEW MEXICO, by the working interest owners named therein (a copy 
of which has been delivered to the undersigned), i n form approved on behalf 
of the Secretary of the Interior, the undersigned owner or owners of lands 
or leases, or interests therein or royalties presently held or which may 
arise under existing option agreements, or other interests in production 
covered by said Unit Agreement hereby severally, each to the extent of his 
ownership or interest, consent to the inclusion of said lands within the Unit 
Area therein defined, join, approve, r a t i f y and adopt the terms and provisions 
of said Unit Agreement to the same extent as i f he had signed the original 
agreement and any modifications thereof approved by the Secretary of the 
Interior or his duly authorized representative as applicable to said several 
lands and interest, agree that the term of any lease given by the undersigned 
or under which the undersigned claims an interest herein is extended and modi­
fied to the extent necessary to make the same conform to the term of said Unit 
Agreement, agree that the d r i l l i n g , development and producing requirements of 
a l l leases and other contracts i n which their several rights and interests are 
created or defined shall be deemed f u l l y performed by performance of the pro­
visions of said Unit Agreement, and agree that payment for or delivery of 
(whichever may be required under prior agreements) o i l and gas duly made upon 
the basis of production allocated under said Unit Agreement to the particular 
lands to which such rights or interests do or shall apply, regardless of actual 
production therefrom, shall constitute f u l l performance of a l l such obligations 
to the undersigned existing under such leases or other contracts. 

This Ratification and Joinder of Unit Agreement may be executed i n any 
number of counterparts with the same force and effect as i f a l l parties had 
signed the same document and shall become effective and be binding upon a l l 
those who execute a counterpart hereof, regardless of whether or not i t is 
executed by a l l other parties owning or claiming an interest i n the lands 
affected hereby upon the approval of said Unit Agreement by the Secretary of 
the Interior, or his duly authorized representative, or otherwise as provided 
i n the Unit Agreement for subsequent joinder, and when so executed shall be 
binding upon the undersigned, his heirs, devisees, assigns or successors i n 
interest. 

7 
Date: ,/ / / ̂  / K 

A l m a Doyle T h o r n h i l l 

2622 West 3 rd St. Lubbock, Texas 



STATE OF . 

COUNTY OF 

Texas 
ss. 

Lubbock 

On this day of April I960, before me personally appeared 
J G Thornb.ill_ Alma Doyle Thornhill to me known to be the persons described in and who 

executed the foregoing instrument, and acknowledged that ~thejexecuted the same as 
__«S!«f act an, / { 

I960. 
Given under my hand and seal of office this* 

VIRGINIA SUTTON 

day of Apri 1 

Notary Public in and for said 
County and State 

My commission expires: 

STATE OF ) 
) ss. 

COUNTY OF ) 

On this day of , I960, before me personally appeared 
, to me known to be the person described in and who 

executed the foregoing instrument, and acknowledged that he executed the same as 
his free act and deed. 

Given under my hand and seal of office this day of 
I960. 

Notary Public i n and for said 
County and State 

My commission expires: 

STATE OF ) 
) ss. 

COUNTY OF ) 

On this day of , I960, before me appeared 
, to me personally known, who, being by me duly sworn, 

did say that he is the President of , 
and that the seal affixed to said instrument is the corporate seal of said corporation, 
and that said instrument was signed and sealed i n behalf of said corporation by 
authority of i t s board of directors, and said ; acknowledged 
said instrument to be the free act and deed of said corporation. 

Given under my hand and seal of office this day of , 
1960. 

Notary Public in and for said 
County and State 

My commission expires: 



C O P Y 
- H E R V E Y , D D W & H I N K L E , A T T O R N E Y S 

R O S W E L L , N E W M E X I C O 

May 16, 196c 

United States Geological Sux'vey 
Box 6721 
Roswell, Hew Mexico 

Commissioner of Public Lands 

Santa Fe. New Mexico 

New Mexico Oil Conservation Commission 
Box 871 
Santa Fe, Hew Mexico 

Gentletr.en: 

We enclose herewith to the Supervisor six copies, to 
the Commissioner two copies,, and to the Corneal 80 ion one copy, 
each of a Ratification and Joinder of the above Unit Agree­
ment executed by Willie N, Bacon and Nell M. Bacon his wife 
covering the captioned unit; this r a t i f i c a t i o n relates to 
the royalty interest i n Tract 15. 

We would c a l l your attention to th© fact that there is 
a c l e r i c a l error i n Exhibit B to the Unit Agreement as sub­
mitted i n that said Kxhibit states that this Interest is 
owned by Willie N. Bacon and wife Suale L. Bacon when in fact 
i t should be Willie N. Bacon and wife Well M. Baeon. Since 
there are several other typographical errors i n Exhibit B 
we are requesting the Unit Operator to prepare a revision 
which w i l l be submitted to you i n the immediate future; 
however, i t i s trusted that since these are only c l e r i c a l 
errors of small magnitude that you w i l l be i n a position to 
approve the Unit Agreement before the submission of such 
revision. 

Re: North Mullis Unit 
Chaves County, New Mexico 

Respectfull 

SBC:r.u-;e 
Sic I s . 

cc: Honolulu Oil Corporation 



U\Y -> \ M.J 
RATIFICATION AND JOINDER ' r n" 

of 
UNIT AGREEMENT FOR THE DEVELOPMENT AND OPERATION 

of the 
NORTH MULLIS UNIT AREA 
CHAVES COUNTY, NEW MEXICO 

In consideration of the execution of the UNIT AGREEMENT FOR THE 
DEVELOPMENT AND OPERATION OF THE NORTH MULLIS UNIT AREA, COUNTY OF CHAVES, 
STATE OF NEW MEXICO, by the working interest owners named therein (a copy 
of which has been delivered to the undersigned), in form approved on behalf 
of the Secretary of the Interior, the undersigned owner or owners of lands 
or leases, or interests therein or royalties presently held or which may 
arise under existing option agreements, or other interests in production 
covered by said Unit Agreement hereby severally, each to the extent of his 
ownership or interest, consent to the inclusion of said lands within the Unit 
Area therein defined, join, approve, r a t i f y and adopt the terms and provisions 
of said Unit Agreement to the same extent as i f he had signed the original 
agreement and any moaifications thereof approved by the Secretary of the 
Interior or his duly authorized representative as applicable to said several 
lands and interest, agree that the term of any lease given by the undersigned 
or under which the undersigned claims an interest herein is extended and modi­
fied to the extent necessary to make the same conform to the term of said Unit 
Agreement, agree that the d r i l l i n g , development and producing requirements of 
a l l leases and other contracts i n which their several rights and interests are 
created or defined shall be deemed f u l l y performed by performance of the pro­
visions of said Unit Agreement, and agree that payment for or delivery of 
(whichever may be required under prior agreements) o i l and gas duly made upon 
the basis of production allocated under said Unit Agreement to the particular 
lands to which such rights or interests do or shall apply, regardless of actual 
production therefrom, shall constitute f u l l performance of a l l such obligations 
to the undersigned existing under such leases or other contracts. 

This Ratification and Joinder of Unit Agreement may be executed i n any 
number of counterparts with the same force and effect as i f a l l parties had 
signed the same document and shall become effective and be binding upon a l l 
those who execute a counterpart hereof, regardless of whether or not i t is 
executed by a l l other parties owning or claiming an interest i n the lands 
affected hereby upon the approval of said Unit Agreement by the Secretary of 
the Interior, or his duly authorized representative, or otherwise as provided 
i n the Unit Agreement for subsequent joinder, and when so executed shall be 
binding upon the undersigned, his heirs, devisees, assigns or successors i n 
interest. 

D a t e : _ _ 2 _ _ ^ W U f c / 9(/?a<Z^^ 
yMxwxm H. Bacon 

«ell M.. Bacon' 
Bo* 14 
Westbrootc, Texas 



STATE OF . 

COUNTY OF 
ss. 

Mitchell 

On this day of I960, before me personally appeared 
w i l l i g u Jiafnn & e11 M.#Bacon to me known to be the persongdescribed i n and who 
executed the foregoing instrument, and acknowledged that "theyexecuted the same as 
3KX8 free act and deed. 

Given under my hand and seal of office this day of 
1960. 

My commission expires: 

Notar^ Public in and for said 
County and State 

STATE OF . 

COUNTY OF 

On this 

ss. 

day of I960, before me personally appeared 
, to me known to be the person described in and who 

executed the foregoing instrument, and acknowledged that he executed the same as 
his free act and deed. 

1960. 
Given under my hand and seal of office this day of 

Notary Public i n and for said 
County and State 

My commission expires: 

STATE OF 

COUNTY OF 

On this 

ss. 

day of _, I960, before me appeared 
_, to me personally known, who, being by me duly sworn, 

did say that he is the President of 
and that the seal affixed to said instrument is the corporate seal of said corporation, 
and that said instrument was signed and sealed in behalf of said corporation by 
authority of i t s board of directors, and said acknowledged 
said instrument to be the free act and deed of said corporation. 

I960. 
Given under my hand and seal of office this day of 

Notary Public i n and for said 
County and State 

My commission expires: 



RATIFICATION AND JOINDER 
of 

UNIT AGREEMENT FOR THE DEVELOPMENT AND OPERATION 
of the 

NORTH MULLIS UNIT AREA 
CHAVES COUNTY, NEW MEXICO 

In consideration of the execution of the UNIT AGREEMENT FOR THE 
DEVELOPMENT AND OPERATION OF THE NORTH MULLIS UNIT AREA, COUNTY OF CHAVES, 
STATE OF NEW MEXICO, by the working interest owners named therein (a copy 
of which has been delivered to the undersigned), in form approved on behalf 
of the Secretary of the Interior, the undersigned owner or owners of lands 
or leases, or interests therein or royalties presently held or which may 
arise under existing option agreements, or other interests in production 
covered by said Unit Agreement hereby severally, each to the extent of his 
ownership or interest, consent to the inclusion of said lands within the Unit 
Area therein defined, join, approve, ratify and adopt the terms and provisions 
of said Unit Agreement to the same extent as i f he had signed the original 
agreement and any modifications thereof approved by the Secretary of the 
Interior or his duly authorized representative as applicable to said several 
lands and interest, agree that the term of any lease given by the undersigned 
or under which the undersigned claims an interest herein is extended and modi­
fied to the extent necessary to make the same conform to the term of said Unit 
Agreement, agree that the d r i l l i n g , development and producing requirements of 
a l l leases and other contracts in which their several rights and interests are 
created, or defined shall be deemed fully performed by performance of the pro­
visions of said Unit Agreement, and agree that payment for or delivery of 
(whichever may be required under prior agreements) o i l and gas duly made upon 
the basis of production allocated under said Unit Agreement to the particular 
lands to which such rights or interests do or shall apply, regardless of actual 
production therefrom, shall constitute f u l l performance of a l l such obligations 
to the undersigned existing under such leases or other contracts. 

This Ratification and Joinder of Unit Agreement may be executed in any 
number of counterparts with the same force and effect as i f a l l parties had 
signed the same document and shall become effective and be binding upon a l l 
those who execute a counterpart hereof, regardless of whether or not i t is 
executed by a l l other parties owning or claiming an interest in the lands 
affected hereby upon the approval of said Unit Agreement by the Secretary of 
the Interior, or his duly authorized representative, or otherwise as provided 
in the Unit Agreement for subsequent joinder, and when so executed shall be 
binding upon the undersigned, his heirs, devisees, assigns or successors in 
interest. 

Date:. 
H. E. Harrington 

Z 8 



STATE OF New Mexico 

COUNTY OF Chaves 

On this z day of May _, I960, before me personally appeared 

H. E. Harrington , to me known to be the person described i n and who 
executed the foregoing instrument, and acknowledged that ~he executed the same as 
his free act and deed. 

1960. 
Given under my hand and seal of o f f i c e t h i s 2. day of Mav 

Notary Public i n and^for said 
County and State 

My commission expires^ 

STATE OF „ 

COUNTY OF 
ss. 

On t h i s day of _, I960, before me personally appeared 
, to me known to be the person described i n and who 

executed the foregoing instrument, and acknowledged that he executed the same as 
his free act and deed. 

1960. 
Given under my hand and seal of o f f i c e t h i s day of 

Notary Public i n and f o r said 
County and State 

My commission expires: 

STATE OF 
ss. 

COUNTY OF 

On t h i s day of _, I960, before me appeared 
_, to me personally known, who, being by me duly sworn, 

did say that he i s the President of 
and that the seal affixed t o said instrument i s the corporate seal of said corporation, 
and that said instrument was signed and sealed i n behalf of said corporation by 
authority of i t s board of directors, and said acknowledged 
said instrument to be the free act and deed of said corporation. 

1960. 
Given under my hand and seal of o f f i c e t h i s day of 

Notary Public i n and f o r said 
County and State 

My commission expires: 



RATIFICATION AND JOINDER 
of 

UNIT AGREEMENT FOR THE DEVELOPMENT AND OPERATION 
of the 

NORTH MULLIS UNIT AREA 
CHAVES COUNTY, NEW MEXICO 

In consideration of the execution of the UNIT AGREEMENT FOR THE 
DEVELOPMENT AND OPERATION OF THE NORTH MULLIS UNIT AREA, COUNTY OF CHAVES, 
STATE OF NEW MEXICO, by the working interest owners named therein (a copy 
of which has been delivered to the undersigned), in form approved on behalf 
of the Secretary of the Interior, the undersigned owner or owners of lands 
or leases, or interests therein or royalties presently held or which may 
arise under existing option agreements, or other interests in production 
covered by said Unit Agreement hereby severally, each to the extent of his 
ownership or interest, consent to the inclusion of said lands within the Unit 
Area therein defined, join, approve, ratify and adopt the terms and provisions 
of said Unit Agreement to the same extent as i f he had signed the original 
agreement and any modifications thereof approved by the Secretary of the 
Interior or his duly authorized representative as applicable to said several 
lands and interest, agree that the term of any lease given by the undersigned 
or under which the undersigned claims an interest herein is extended and modi­
fied to the extent necessary to make the same conform to the term of said Unit 
Agreement, agree that the d r i l l i n g , development and producing requirements of 
a l l leases and other contracts in which their several rights and interests are 
created or defined shall be deemed ful l y performed by performance of the pro­
visions of said Unit Agreement, and agree that payment for or delivery of 
(whichever may be required under prior agreements) o i l and gas duly made upon 
the basis of production allocated under said Unit Agreement to the particular 
lands to which such rights or interests do or shall apply, regardless of actual 
production therefrom, shall constitute f u l l performance of a l l such obligations 
to the undersigned existing under such leases or other contracts. 

This Ratification and Joinder of Unit Agreement may be executed in any 
number of counterparts with the same force and effect as i f a l l parties had 
signed the same document and shall become effective and be binding upon a l l 
those who execute a counterpart hereof, regardless of whether or not i t is 
executed by a l l other parties owning or claiming an interest in the lands 
affected hereby upon the approval of said Unit Agreement by the Secretary of 
the Interior, or his duly authorized representative, or otherwise as provided 
in the Unit Agreement for subsequent joinder, and when so executed shall be 
binding upon the undersigned, his heirs, devisees, assigns or successors in 
interest. ~> — 

Date: ^ ^ o 



STATE OF ARKANSAS ) 
) 

COUNTY OF MILLER ) 
ss. 

On t h i s 27th day of A p r i l _, I960, before me personally appeared 
J. K. Wad ley and Susie L. Wadley to me known to be the person described i n and who 
executed the foregoing instrument, and acknowledged that " he executed the same as 
his free act and deed. 

1960. 
Given under my hand and seal of o f f i c e t h i s 27th day of A p r i l 

My Commission Expires Feb. 18th, 1964 

cy Public irSani 
'»< - f n j - l iff 

Notary Public iiSand f o r said 
County and State 

My commission expires: 

STATE OF ARKANSAS ) 

) 

[ MITITIKR ) COUNTY OF ;it,Kti,*: 
ss. 

On t h i s 27th day of A p r i l I960, before me personally appeared 
A. C. Taylor nnd Lucille Tnylnr to me known to be the person described i n and who 
executed the foregoing instrument, and acknowledged that he executed the same as 
nis free act and deed. 

1960. 
Given under my hand and seal of o f f i c e t h i s 27th day of A p r i l 

My Commission Expires Feb. 18ih. 1964 

tary P u b l i c a n ai Notary Public^±n and f o r said 
County and State 

My commission expires: 

STATE OF _ 

COUNTY OF 
ss. 

On t h i s day of ., I960, before me appeared 
_, to me personally known, who, being by me duly sworn, 

did say that he i s the President of 
and that the seal af f i x e d to said instrument i s the corporate seal of said corporation, 
and that said instrument was signed and sealed i n behalf of said corporation by 
authority of i t s board of directors, and said acknowledged 
said instrument to be the free act and deed of said corporation. 

1960. 
Given under my hand and seal of o f f i c e t h i s day of 

Notary Public i n and f o r said 
County and State 

My commission expires: 



RATIFICATION AND JOINDER 
of 

UNIT AGREEMENT FOR THE DEVELOPMENT AND OPERATION 
of the 

NORTH MULLIS UNIT AREA 
CHAVES COUNTY, NEW MEXICO 

In consideration of the execution of the UNIT AGREEMENT FOR THE 
DEVELOPMENT AND OPERATION OF THE NORTH MULLIS UNIT AREA, COUNTY OF CHAVES, 
STATE OF NEW MEXICO, by the working interest owners named therein (a copy 
of which has been delivered to the undersigned), i n form approved on behalf 
of the Secretary of the Interior, the undersigned owner or owners of lands 
or leases, or interests therein or royalties presently held or which may 
arise under existing option agreements, or other interests in production 
covered by said Unit Agreement hereby severally, each to the extent of his 
ownership or interest, consent to the inclusion of said lands within the Unit 
Area therein defined, join, approve, r a t i f y and adopt the terms and provisions 
of said Unit Agreement to the same extent as i f he had signed the original 
agreement and any modifications thereof approved by the Secretary of the 
Interior or his duly authorized representative as applicable to said several 
lands and interest, agree that the term of any lease given by the undersigned 
or under which the undersigned claims an interest herein i s extended and modi­
fied to the extent necessary to make the same conform to the term of said Unit 
Agreement, agree that the d r i l l i n g , development and producing requirements of 
a l l leases and other contracts i n which their several rights and interests are 
created or defined shall be deemed f u l l y performed by performance of the pro­
visions of said Unit Agreement, and agree that payment for or delivery of 
(whichever may be required under prior agreements) o i l and gas duly made upon 
the basis of production allocated under said Unit Agreement to the particular 
lands to which such rights or interests do or shall apply, regardless of actual 
production therefrom, shall constitute f u l l performance of a l l such obligations 
to the undersigned existing under such leases or other contracts. 

This Ratification and Joinder of Unit Agreement may be executed i n any 
number of counterparts with the same force and effect as i f a l l parties had 
signed the same document and shall become effective and be binding upon a l l 
those who execute a counterpart hereof, regardless of whether or not i t is 
executed by a l l other parties owning or claiming an interest i n the lands 
affected hereby upon the approval of said Unit Agreement by the Secretary of 
the Interior, or his duly authorized representative, or otherwise as provided 
i n the Unit Agreement for subsequent joinder, and when so executed shall be 
binding upon the undersigned, his heirs, devisees, assigns or successors i n 
interest. 

Date: April 19, 1960 

1106 Don Casper St. 

»rge Ann* Majfea, 

Gayle Ann Hopkins Kenney 
Santa Fe, Hm ttexlcn 



STATE OF h c M Y l Q l l L o o ) 
) ss. 

COUNTY OF p̂ .t-w r a ) 

On this )9 day of t i v L l > I960, before me personally 
appeared Cc ,r„t MitQU • > ̂ ° m e known to be the per-
son who executed the foregoing instrument i n behalf of 

_, and acknowledged that she executed the same as ±be free 
act and a ° j * (UnTUn ftiina iiiibupBai • ^ e r > 

Given under my hand and seal of o f f i c e this / f day of >T>r.,. \ 
1960. 

Npxary Public in and for said 
County and State 

My commission expires: M v C m m ' " ™ « V»«* 

INDIVIDUAL ACKNOWLEDGMENT 

STATE OF y^Sff MEXICO 

County of. 

i" MEXICO, 1 

The foregoing instrument was acknowledged before me this rO—^—day of— 

• • < ~77 

My Commission expires ^ ' —'y , 19 t c , Notary Public 

Form 520 Hall-Poorbaugh Press, Eoswell, N . M. 



RATIFICATION AND JOINDER 
of 

UNIT AGREEMENT FOR THE DEVELOPMENT AND OPERATION 
of the 

NORTH MULLIS UNIT AREA 
CHAVES COUNTY, NEW MEXICO 

In consideration of the execution of the UNIT AGREEMENT FOR THE 
DEVELOPMENT AND OPERATION OF THE NORTH MULLIS UNIT AREA, COUNTY OF CHAVES, 
STATE OF NEW MEXICO, by the working interest owners named therein (a copy 
of which has been delivered to the undersigned), i n form approved on behalf 
of the Secretary of the Interior, the undersigned owner or owners of lands 
or leases, or interests therein or royalties presently held or which may 
arise under existing option agreements, or other interests i n production 
covered by said Unit Agreement hereby severally, each to the extent of his 
ownership or interest, consent to the inclusion of said lands within the Unit 
Area therein defined, join, approve, r a t i f y and adopt the terms and provisions 
of said Unit Agreement to the same extent as i f he had signed the original 
agreement and any modifications thereof approved by the Secretary of the 
Interior or his duly authorized representative as applicable to said several 
lands and interest, agree that the term of any lease given by the undersigned 
or under which the undersigned claims an interest herein is extended and modi­
fied to the extent necessary to make the same conform to the term of said Unit 
Agreement, agree that the d r i l l i n g , development and producing requirements of 
a l l leases and other contracts i n which their several rights and interests are 
created or defined shall be deemed f u l l y performed by performance of the pro­
visions of said Unit Agreement, and agree that payment for or delivery of 
(whichever may be required under prior agreements) o i l and gas duly made upon 
the basis of production allocated under said Unit Agreement to the particular 
lands to which such rights or interests do or shall apply, regardless of actual 
production therefrom, shall constitute f u l l performance of a l l such obligations 
to the undersigned existing under such leases or other contracts. 

This Ratification and Joinder of Unit Agreement may be executed i n any 
number of counterparts with the same force and effect as i f a l l parties had 
signed the same document and shall become effective and be binding upon a l l 
those who execute a counterpart hereof, regardless of whether or not i t is 
executed by a l l other parties owning or claiming an interest i n the lands 
affected hereby upon the approval of said Unit Agreement by the Secretary of 
the Interior, or his duly authorized representative, or otherwise as provided 
in the Unit Agreement for subsequent joinder, and when so executed shall be 
binding upon the undersigned, his heirs, devisees, assigns or successors i n 
interest. 

f 

Date: '̂ jUlv H 
ad 0. Bae£fe Bertrand 

.7 - - ,1 .: 
MargaretL E . tiaetz 
419 Gunter Bldg. 
San Antonio. Texas 

3 



STATE OF 

COUNTY OF 

Texas 
ss. 

Bexar 

On this day of April _, I960, before me personally appeared 
Bertrand 0. Baetz & Margaret E. Baetz to me known to be the person^described i n and who 

executed the foregoing instrument, and acknowledged that "theyexecuted the same as 
act and deed. 

Given under my hand and seal of office this UK day of April 
1960. 

My commission expires 

Notary Public i n and for said 
County and State 

STATE OF _ 

COUNTY OF 

On this 

ss. 

day of _, I960, before me personally appeared 
, to me known to be the person described i n and who 

executed the foregoing instrument, and acknowledged that he executed the same as 
his free act and deed. 

1960. 
Given under my hand and seal of office this day of 

My commission expires: 

Notary Public i n and for said 
County and State 

STATE OF _ 

COUNTY OF 
ss. 

On this day of I960, before me appeared 
_, to me personally known, who, being by me duly sworn, 

did say that he is the President of 
and that the seal affixed to said instrument is the corporate seal of said corporation, 
and that said instrument was signed and sealed i n behalf of said corporation by 
authority of i t s board of directors, and said acknowledged 
said instrument to be the free act and deed of said corporation. 

1960. 
Given under my hand and seal of office this day of 

Notary Public i n and for said 
County and State 

My commission expires: 



RATIFICATION AND JOINDER 
of 

UNIT AGREEMENT FOR THE DEVELOPMENT AND OPERATION 
of the 

NORTH MULLIS UNIT AREA 
CHAVES COUNTY, NEW MEXICO 

In consideration of the execution of the UNIT AGREEMENT FOR THE 
DEVELOPMENT AND OPERATION OF THE NORTH MULLIS UNIT AREA, COUNTY OF CHAVES, 
STATE OF NEW MEXICO, by the working interest owners named therein (a copy 
of which has been delivered to the undersigned), in form approved on behalf 
of the Secretary of the Interior, the undersigned owner or owners of lands 
or leases, or interests therein or royalties presently held or which may 
arise under existing option agreements, or other interests i n production 
covered by said Unit Agreement hereby severally, each to the extent of his 
ownership or interest, consent to the inclusion of said lands within the Unit 
Area therein defined, join, approve, r a t i f y and adopt the terms and provisions 
of said Unit Agreement to the same extent as i f he had signed the original 
agreement and any modifications thereof approved by the Secretary of the 
Interior or his duly authorized representative as applicable to said several 
lands and interest, agree that the term of any lease given by the undersigned 
or under which the undersigned claims an interest herein is extended and modi­
fied to the extent necessary to make the same conform to the term of said Unit 
Agreement, agree that the d r i l l i n g , development and producing requirements of 
a l l leases and other contracts i n which their several rights and interests are 
created or defined shall be deemed f u l l y performed by performance of the pro­
visions of said Unit Agreement, and agree that payment for or delivery of 
(whichever may be required under prior agreements) o i l and gas duly made upon 
the basis of production allocated under said Unit Agreement to the particular 
lands to which such rights or interests do or shall apply, regardless of actual 
production therefrom, shall constitute f u l l performance of a l l such obligations 
to the undersigned existing under such leases or other contracts. 

This Ratification and Joinder of Unit Agreement may be executed i n any 
number of counterparts with the same force and effect as i f a l l parties had 
signed the same document and shall become effective and be binding upon a l l 
those who execute a counterpart hereof, regardless of whether or not i t is 
executed by a l l other parties owning or claiming an interest i n the lands 
affected hereby upon the approval of said Unit Agreement by the Secretary of 
the Interior, or his duly authorized representative, or otherwise as provided 
in the Unit Agreement for subsequent joinder, and when so executed shall be 
binding upon the undersigned, his heirs, devisees, assigns or successors i n 
interest. 

Date: 



STATE OF 

COUNTY OF 

*aur -} 
s s . ILLEGIBLE 

The foregoing instrument was acknowledged before me this 

day of April, } 19 #© \ , v V* INLBtt lit 

m i l t * MW ©ttan 

My commission expires: 



STATE OF NEV- MEXKO ) 
) ss. 

COUNTY OF EDQY ) 

On this day of , 1960, before me personally appeared 
WHMqw W. Pyre* & D&nstfhy 15uRn to me known to be the person described i n and who 

executed the foregoing instrument, and acknowledged that ~he executed the same as 
his free act and deed. 

Given under my hand and seal of office this day of 
1960. 

ILLEGIBLE Notary Public in and for said 
County and State 

My commission expires: 

STATE OF NSV MEXICO 
ss. 

COUNTY OF 

On this of (J^lAsCJ-s 
t & Vgrgfaa ^oNfl, to me known 1 

___^__ ——, > I960, before me personally appeared 
Wotia<» G q t t & Vergma lawsuit v-QNa, to Ae known to be the person described i n and who 

executed the foregoing instrument, and acknowledged that he executed the same as 
his free act and deed. 

1960. 
Given under my hand and seal of office this day of L^L^y^C^y 

Notary Public i n and for said 
County and State 

My commission expires: 

STATE OF ) 
) ss. 

COUNTY OF 

On this day of , 1960, before me appeared 
, to me personally known, who, being by me duly sworn, 

did say that he is the _____ President of , 
and that the seal affixed to said instrument is the corporate seal of said corporation, 
and that said instrument was signed and sealed i n behalf of said corporation by 
authority of i t s board of directors, and said acknowledged 
said instrument to be the free act and deed of said corporation. 

Given under my hand and seal of office this day of , 
1960. 

Notary Public in and for said 
County and State 

Whr p n — i f i a i n n fiVnires: 



RATIFICATION AND JOINDER 
of 

UNIT AGREEMENT FOR THE DEVELOPMENT AND OPERATION 
of the 

NORTH MULLIS UNIT AREA 
CHAVES COUNTY, NEW MEXICO 

In consideration of the execution of the UNIT AGREEMENT FOR THE 
DEVELOPMENT AND OPERATION OF THE NORTH MULLIS UNIT AREA, COUNTY OF CHAVES, 
STATE OF NEW MEXICO, by the working interest owners named therein (a copy 
of which has been delivered to the undersigned), in form approved on behalf 
of the Secretary of the Interior, the undersigned owner or owners of lands 
or leases, or interests therein or royalties presently held or which may 
arise under existing option agreements, or other interests in production 
covered by said Unit Agreement hereby severally, each to the extent of his 
ownership or interest, consent to the inclusion of said lands within the Unit 
Area therein defined, join, approve, r a t i f y and adopt the terms and provisions 
of said Unit Agreement to the same extent as i f he had signed the original 
agreement and any modifications thereof approved by the Secretary of the 
Interior or his duly authorized representative as applicable to said several 
lands and interest, agree that the term of any lease given by the undersigned 
or under which the undersigned claims an interest herein i s extended and modi­
fied to the extent necessary to make the same conform to the term of said Unit 
Agreement, agree that the d r i l l i n g , development and producing requirements of 
a l l leases and other contracts i n which their several rights and interests are 
created or defined shall be deemed f u l l y performed by performance of the pro­
visions of said Unit Agreement, and agree that payment for or delivery of 
(whichever may be required under prior agreements) o i l and gas duly made upon 
the basis of production allocated under said Unit Agreement to the particular 
lands to which such rights or interests do or shall apply, regardless of actual 
production therefrom, shall constitute f u l l performance of a l l such obligations 
to the undersigned existing under such leases or other contracts. 

This Ratification and Joinder of Unit Agreement may be executed i n any 
number of counterparts with the same force and effect as i f a l l parties had 
signed the same document and shall become effective and be binding upon a l l 
those who execute a counterpart hereof, regardless of whether or not i t is 
executed by a l l other parties owning or claiming an interest i n the lands 
affected hereby upon the approval of said Unit Agreement by the Secretary of 
the Interior, or his duly authorized representative, or otherwise as provided 
i n the Unit Agreement for subsequent joinder, and when so executed shall be 
binding upon the undersigned, his heirs, devisees, assigns or successors i n 
interest. 

Date: 5 ^ ' c S^'S/^Y^r^Zf ' 



mm m md mace ) 
COWS OT CHAVES 

} ss. 
} 

foragoiag imtruaB-ot was acknowledged tomtom m on tfcia 3>tk 

day ef Ifcy, ly6o, by £ . R» JH. AUI NhRQAiBT X. BUHKEH, M s 

May 10, 19&?. 



RATIFICATION AND JOINDER 
of 

UNIT AGREEMENT FOR THE DEVELOPMENT AND OPERATION 
of the 

NORTH MULLIS UNIT AREA 
CHAVES COUNTY, NEW MEXICO 

In consideration of the execution of the UNIT AGREEMENT FOR THE 
DEVELOPMENT AND OPERATION OF THE NORTH MULLIS UNIT AREA, COUNTY OF CHAVES, 
STATE OF NEW MEXICO, by the working interest owners named therein (a copy 
of which has been delivered to the undersigned), i n form approved on behalf 
of the Secretary of the Interior, the undersigned owner or owners of lands 
or leases, or interests therein or royalties presently held or which may 
arise under existing option agreements, or other interests i n production 
covered by said Unit Agreement hereby severally, each to the extent of his 
ownership or interest, consent to the inclusion of said lands within the Unit 
Area therein defined, join, approve, r a t i f y and adopt the terms and provisions 
of said Unit Agreement to the same extent as i f he had signed the original 
agreement and any modifications thereof approved by the Secretary of the 
Interior or his duly authorized representative as applicable to said several 
lands and interest, agree that the term of any lease given by the undersigned 
or under which the undersigned claims an interest herein is extended and modi­
fied to the extent necessary to make the same conform to the term of said Unit 
Agreement, agree that the d r i l l i n g , development and producing requirements of 
a l l leases and other contracts i n which their several rights and interests are 
created or defined shall be deemed f u l l y performed by performance of the pro­
visions of said Unit Agreement, and agree that payment for or delivery of 
(whichever may be required under prior agreements) o i l and gas duly made upon 
the basis of production allocated under said Unit Agreement to the particular 
lands to which such rights or interests do or shall apply, regardless of actual 
production therefrom, shall constitute f u l l performance of a l l such obligations 
to the undersigned existing under such leases or other contracts. 

This Ratification and Joinder of Unit Agreement may be executed i n any 
number of counterparts with the same force and effect as i f a l l parties had 
signed the same document and shall become effective and be binding upon a l l 
those who execute a counterpart hereof, regardless of whether or not i t is 
executed by a l l other parties owning or claiming an interest i n the lands 
affected hereby upon the approval of said Unit Agreement by the Secretary of 
the Interior, or his duly authorized representative, or otherwise as provided 
i n the Unit Agreement for subsequent joinder, and when so executed shall be 
binding upon the undersigned, his heirs, devisees, assigns or successors i n 
interest. 

Date: S s >' 9, * 
L. L. Horne 
4455 Belfort Place 
Dallas, Texas 



STATE OF Texas ) 
) ss. 

COUNTY OF Dallas ) 

On this '/ day of April , I960, before me personally appeared 
T _ H^r"" > ̂ ° m e known to be the person described i n and who 

executed the foregoing instrument, and acknowledged that " he executed the same as 
his free act and deed. 

Given under my hand and seal of office this -9̂ 7 — day of April , 
1960. 

Notary Public i n and for said 
County and State 

My commission expires: Q.^^ / ^ /^^ / 
MARTHA MAHONE WRIGHT 

STATE OF ) 
) ss. 

COUNTY OF ) 

On this day of , I960, before me personally appeared 
, to me known to be the person described i n and who 

executed the foregoing instrument, and acknowledged that he executed the same as 
his free act and deed. 

Given under my hand and seal of office this day of 
1960. 

Notary Public i n and for said 
County and State 

My commission expires: 

STATE OF ) 
) ss. 

COUNTY OF ) 

On this day of , I960, before me appeared 
, to me personally known, who, being by me duly sworn, 

did say that he is the President of , 
and that the seal affixed to said instrument is the corporate seal of said corporation, 
and that said instrument was signed and sealed in behalf of said corporation by 
authority of i t s board of directors, and said acknowledged 
said instrument to be the free act and deed of said corporation. 

Given under my hand and seal of office this day of , 
1960. 

Notary Public i n and for said 
County and State 

My commission expires: 



RATIFICATION AND JOINDER 
of 

UNIT AGREEMENT FOR THE DEVELOPMENT AND OPERATION 
of the 

NORTH MULLIS UNIT AREA 
CHAVES COUNTY, NEW MEXICO 

In consideration of the execution of the UNIT AGREEMENT FOR THE 
DEVELOPMENT AND OPERATION OF THE NORTH MULLIS UNIT AREA, COUNTY OF CHAVES, 
STATE OF NEW MEXICO, by the working interest owners named therein (a copy 
of which has been delivered to the undersigned), i n form approved on behalf 
of the Secretary of the Interior, the undersigned owner or owners of lands 
or leases, or interests therein or royalties presently held or which may 
arise under existing option agreements, or other interests i n production 
covered by said Unit Agreement hereby severally, each to the extent of his 
ownership or interest, consent to the inclusion of said lands within the Unit 
Area therein defined, join, approve, r a t i f y and adopt the terms and provisions 
of said Unit Agreement to the same extent as i f he had signed the original 
agreement and any modifications thereof approved by the Secretary of the 
Interior or his duly authorized representative as applicable to said several 
lands and interest, agree that the term of any lease given by the undersigned 
or under which the undersigned claims an interest herein is extended and modi­
fied to the extent necessary to make the same conform to the term of said Unit 
Agreement, agree that the d r i l l i n g , development and producing requirements of 
a l l leases and other contracts i n which their several rights and interests are 
created or defined shall be deemed f u l l y performed by performance of the pro­
visions of said Unit Agreement, and agree that payment for or delivery of 
(whichever may be required under prior agreements) o i l and gas duly made upon 
the basis of production allocated under said Unit Agreement to the particular 
lands to which such rights or interests do or shall apply, regardless of actual 
production therefrom, shall constitute f u l l performance of a l l such obligations 
to the undersigned existing under such leases or other contracts. 

This Ratification and Joinder of Unit Agreement may be executed i n any 
number of counterparts with the same force and effect as i f a l l parties had 
signed the same document and shall become effective and be binding upon a l l 
those who execute a counterpart hereof, regardless of whether or not i t is 
executed by a l l other parties owning or claiming an interest i n the lands 
affected hereby upon the approval of said Unit Agreement by the Secretary of 
the Interior, or his duly authorized representative, or otherwise as provided 
i n the Unit Agreement for subsequent joinder, and when so executed shall be 
binding upon the undersigned, his heirs, devisees, assigns or successors in 
interest. 



STATE OF Texas 
s s . 

COUNTY OF Midland J 
On this / 7-' day of 

F.. H. Shaw & Mabe 1 Shaw , to me known to be the persons described i n and who 
April _, I960, before me personally appeared 

executed the foregoing instrument, and acknowledged that theyexecuted the same as 
&tosf 

jutea 

I960. 

act and deed. 

Given under my hand and seal of office this / "> day of April 

My commission expires: 

______ 
Notary Public i n and for said 

Midland County and State of Texas, 

STATE OF _ 

COUNTY OF 

Texas 
ss. 

Mi dland J 
On this day of Apri 1 I960, before me personally appeared Fred 

M. Cassidy & Margaret Cassidy to me known to be the persons described i n and who 
executed the foregoing instrument, and acknowledged that they executed the same as 
lusts Tree act and deed. 

1960. 
Given under my hand and seal of office this / s t d a y of April 

Njwsary Public i n and for said 
Midland County and State of Texas. 

STATE OF Texas ) 
) 

COUNTY OF Midland ) 

ON THIS the Z_^_day of A p r i l , I960 , before me 
personally appeared George R, Gibson and Qrpha 0, Gibson 

to me known to be the persons described in and who executed the foregoing instrument and acknowledged 
to me that they excuted the same as t h e i r free act and deed. 

I N WITNESS WHEREOF I have hereto set my hand and affixed my official seal the day and 
year in this certificate above written. 

Notary Public in and for Midland County,Texas 

My Commission Expires: 
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TRACT SERIAL NO. OWNER UNIT 

1. N . M. 02259 Honolulu (British-American 
operating r i gh t s ) 60.00 

2. N. M. 02259 Honolulu 400.00 
3. N. M. 051569 British-American 40.00 
4 . N. M. 05305 Fred M. Cassidy (Optioned 

to Honolulu) 240.60 
5. N. M. 05413 Honolulu 201.12 
6. L . C. 060546 Hondo 120.00 
7. L . C. 060546-A H. E. Harrington 40.00 
5. L . C. 066029-A H. E. Harrington 40.00 
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