In raply refer to:
imit Division

Japunary 5, 1961

Honolulu 011 Corporation
P. 0. Drawer 1391
Midlard, Texas

Re: Termination of the Unit
North Mullie Agraeement
Chaves County, New Mexico

ATTUNTION: Mr., Leo Rradr
Gentlemen:

e are enclosing five certificzates of approval for the
Termination of the North Mullis Unit Agreement, This termina-
tion was approved bv the Commissioner of Public Lands as of
January 5, 1961,

The Commissioner of Public Lands approval iz subject tn
like approval by the Director of the US Geological Survey,

gery truly yours,
7, 8. Johnny Walker
Commissioner of Public Lands

BY:
Marian M. Rhea, Supervisor
Unic Diviglon
ESW/ pmr /e
ce US Geological Survey
Roewell, New Mexico

011 Conservation Commission [
Bants Fe, New Mexico



NOTICE OF TERMINATION

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

Through

Regicnal 01l and Gas Supervisor
United States Geological Survey
Roswell, New Mexico

and

Commissioner of Public Lands
Santa Fe, New Mexico

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

The "Unit Agreemert for the Development and Operation of the North Mullis Unit
Area, County of Chaves, State of New Mexico" dated the 15th day of March, 1960, was
approved by the Acting Director on the 27th day of May, 1960.

North Muliis Unit Well No. 1, located 1780 feet from the South line and 660
feet from the Zast line of Section 33, T-14-5, R-29-E, Chaves County, New Mexico,
was timely spudded on April 7, 1960 and drilled 4o a total depth of 10,475 feet in
the Devonian formation. A drillstem test was taken of the Devonian formation, vhich
was the objective of this test, in the interval from 10,420 feet to 10,446 feet and
the recovery from this test was 8,600 feet of salty sulphur water. The top of the
Devonlan formation was encountered at 10,415 feet (a subsea datum of -6,586 feet)
which proved to be 293 feet below the original estimate, thereby removing any possi-
bilities of a favorable structure. In view of these facis, we now believe the Unit
Area has been reasonably determined to be incapable of production of unitized sub-
shances in paying quantities in 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 undersgigned, representing more than the required percentum of working interests
signatory, hereby elect to terminate the said Unit Agreement effective as of December
1, 1960, and respectfully request approval hereof.

This Notice of Termination may be executed in any number of counterparts with
the same force and effect as if all signing parties had executed the same document
and shall be binding upon all thoge who execute a counterpart hereof, regardless of
whether or not any counterpart is executed by any other party owning or claiming an
interest in the lands affected hereby, and when so executed shall be binding upon each
signatory party, his heirs, devisees, or successors in Interest.

Dated this day of s 1960,

HONOLULU OIL CORPORATION

By

President

ATTEST:

Secretary

Address: P. O. Drawer 1391
Midland, Texas

UNIT OPERATOR AND WORKING INTEREST
OWNER



Date

Date MQWW/&A/ / ‘o;/ 9 )

Date

Date

Date

Date

Date

Donald B. Anderson

Address: Box 660
Roswell, New Mexico

THE BRITISH—AMERICAN OIL PRODUCING COMPANY

By

Secretary

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

Fred M. Cassidy

Margaret Cassidy
Address: P. 0. Box 96
Midland, Texas
CITIES SERVICE OIL COMPANY

By

Atftorney-in-Fact
Address: Cities Service Bldg.
Bartlegville, Qklahoma
GULF OIL CORPORATION

By

Attorney-in~Fact

ATTEST:

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



Date

Date

Date

SINCLAIR OIL & GAS COMPANY

By

Vice President

ATTEST:

Asst. Secretary
Address: P. O. Box 1470
Midland, Texas
SUNRAY MID-CONTINENT OIL COMPANY

By

Vice President

ATTEST:

Secretary

Address: 1101 Wilco Bldg.
Midland, Texas

TEXAS PACIFIC CO%%LAND OIL COMPANY
o // ‘ e > .
By Ny - J . Lz:S.Zm&,J‘aL~&1
3 T, Ticrr Vice Pres}dent

ive La Wi

ATTEST 5

.o

(/]/f\“;w Nerman Secretary

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

WORKING INTEREST OWNERS



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

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 HONOLULU OIL CORPORATION, and that the

seal affixed to said instrument is the corporate seal of said corporation, and that
gaid instrument was signed and sealed in behalf of said corporation by authority of
its board of directors, and said acknowledged said
instrument to be the free act and deed of said corporation.

Given under my hand and seal of office this day of s

19

HEIEN G. BOYLE
Notary Public in and for said
City and County and State
My commission expires: August 28, 1963

STATE OF NEW MEXICO )
ss.
COUNTY OF CHAVES )
On this day of , 19 , 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 higs free act
and deed.

Given under my hand and seal of office this day of s

19

- Notary Public in and for said
County and State
My commission expires:

STATE OF TEXAS )
) ss
COUNTY OF DALLAS )

On this gjm ay of éggizms Z& _ , 19 () before me appeared

. , to me personally known, who, being by me duly sworn,
did say that he is the APTORNEY-eéddert of THE BRITISH-AMERICAN OIL PRODUCING COMPANY,
and that the seal affixed to sald instrument is the corporate seal of said corporation,

and that said instrument was signed and aled in behalf of said corporation by authority
of its board of directors, and said acknowiedged said
instrument to be the free act and deed of said corporat1on

Nota%é Publlt in and for saéd

County and State
My commission expires: iUy MiunliY

MY COAuSSTON EAMIR:=S JUNE 1, 1964




STATE OF TEXAS )
) ss.
COUNTY OF MIDLAND )

On this day of , 19 , before me personally
appeared FRED M., CASSIDY, and wife, MARGARET CASSIDY, to me known to be the persons
descriped in and who executed the foregoing instrument, and acknowledged that they
executed the same as their free act and deed.

Given under my hand and seal of office this day of s

19

Notary Public in and for said
County and State
My commission expires:

STATE OF OKLAHOMA )
) ss.
COUNTY OF WASHINGTON )
On this day of s, 19 , 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

19

Notary Public in and for said
County and State
My commission expires:

STATE OF NEW MEXICO )
) ss.
COUNTY OF CHAVES )
On this day of , 19 , before me personally
appeared , to me known to be the person who executed

the foregoing instrument in 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 5

19

Notary Public Iin and for said
County and State
My commission expires:



STATE OF NEW MEXICO )

s8.
COUNIY OF CHAVES )
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 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 in behalf of said corporation by authority of its
board of directors, and said acknowledged said
instrument to be the free act and deed of said corporation.

Given under my hand and seal of office this day of

19

Notary Public in and for said
County and State
My commission expires:

STATE OF TEXAS )
) ss.
COUNTY OF MIDLAND )
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 SINCLAIR OIL & GAS COMPANY, and that the seal
affixed to sald instrument is the corporate seal of sald corporation, and that said
instrument was signed and sealed in behalf of said corporation by authority of its
beoard of directors, and said acknowiedged said
instrument 1o be the free act and deed <f said corporation.

Given under my hand and seal of office this day of

19

Notary Public iIn and for said
County and S*ate
My commission expires:

STATE OF OKLAHOMA )
) ss.
COUNTY OF TULSA )

On this day of , 19 , before me appeared
» t0 me personally known, who, being by me duly sworn, did
say that he is the President of SUNRAY MID-CONTINENT OIL COMPANY, and that

the seal affixed to said instrument is the corporate seal of sald corporation, and
that said instrument was signed and sealed in behalf of saild corporation by authority
of its board of directors, and said acknowledged said
instrument to be the free act and deed of sald corporation.

Given under my hand and seal of office this day of

19

Notary Public in and for said
County and State
My commission expires:



STATE OF TEXAS )
) ss.
COUNTY OF TARRANT )

On this 3&?‘/4 day of MW 1960, before me appeared

L. I, Dicrey , to me personally known, who, being by me duly sworn, rn, did
say that he is the Z‘ «f_. President of TEXAS PACIFIC COAL AND OTL COMPANY, and that
the seal affixed to saild instrument is the corporate seal of said corporation, and
tha: said instrument was signed and sealed in behalf of said corporation by authority
of its board of directors, and said R, 1. Dickey , acknowledged said
instrument to be the free act and deed of sald corporation.

Given under my hand and seal of office this _M.day of V/WW s
{

1900,
e // ' e
77; L /ﬁé@y =T X

Notary Public in and for said
County and State
My commission expires: - CLARE SMITH
Iy ! !‘35"

AN



HONOLULU Ol CORPORATION /4

P. O. DRAWER 1391 o S
MIDLAND, TEXAS
January 3, 1961.

New Mexico Oil Conservation Commission

P. O. Box 871

Santa Fe, New Mexico Re: North Mullis Unit Agreement
No. 14-08-0001-6788

Gentlemen: Chaves County, New Mexico

In connection with the above-captioned Unit, we are
enclosing herewith the following:

1. One copy of Notice of Termination executed by
Honolulu Oil Corporation, Donald B. Anderson,
Fred M. Cassidy, Cities Service Oil Company,
Gulf Oil Corporation, Hondo Oil & Gas Company,
Sinclair Oil & Gas Company and Sunray Mid-
Continent Oil Company .

2. One copy of Notice of Termination executed by
The British-American Oil Producing Company and
Texas Pacific Coal and Oil Company.

The enclosed documents represent complete consent by
all parties for termination of this Unit. We are sorry we were unable to
deliver this document to you sooner but the delay occasioned by the number
of signatures required and the holdiay season prohibited it.

Please furnish us a copy of your order dissolving this Unit
when it is available.

We wish to thank your office for your cooperation in the
operation of this Unit.

Yours very truly,

HONOLULU OIL CORPORATION

[ A
By [l /¥
Leo Brady
LB/sc

Enclosures



NOTICE OF TERMINATION

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

Through

Regicnal 011 and Gas Supervisor
United States Geological Survey
Roswell, New Mexico

and

Commissioner of Public ILands
Santa Fe, New Mexico

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

The "Unit Agreemer.t for the Development and Operation of the North Mullis Unit
Area, County of Chaves, State of New Mexico" dated the 15th day of March, 1960, was
approved by the Acting Director on the 27th day of May, 1960.

North Mullis Unit Well No. 1, located 1780 feet from the South line and 660
feet from the East line of Section 33, T-14-S, R-29-E, Chaves County, New Mexico,
was timely spudded on April 7, 1960 and drilled %o a total depth of 10,475 feet in
the Devonian formation. A drillstem test was taken of the Devonian formation, which
was the objective of this test, in the interval from 10,420 feet to 10,446 feet and
the recovery from this test was 8,600 feet of salty 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 original estimate, thereby removing any possi-
bilities 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 in paying quantities in 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 interesis
gsignatory, hereby elect to terminate the said Unit Agreement effective as of December
1, 1960, and respectfully request approval hereof.

This Notice of Termination may be executed in any number of counterparts with
the same force and effect as if all signing parties had executed the same document
and shall be binding upon all those who execute a counterpart hereof, regardless of
whether or not any counterpart is executed by any other party owning or claiming an
interest in the lands affected hereby, and when so executed shall be binding upon each
signatory party, his heirs, devisees, or successors in interest.

Dated this _1Qth day of November s 1960.

Exploration, Developmérdt and Production

ATTEST :
/ ég:;“—*—“z'*“ R,

Secrety

Address: P. 0. Drawer 1391
Midland, Texas

UNIT OPERATOR AND WORKING INTEREST

NI Ty



Date

Date

Date

Date

Date

Date

Date

Zé;ﬁwéktﬂﬁi/fég

Nou. 2&/240

Ke b

/A

Donald B. Anderson

Address: Box 660
Roswell, New Mexico

THE BRITISH-AMERICAN OIL PRODUCING COMPANY

By

Vice President

ATTEST:

Secretary

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

LN L

Fred M. Ca881dy

Nergact= @Mw@

@rgaret Cassidy ]

Address: P. 0. Box 96
Midland, Texas

) Attorney-in-Fact

Address: Clties Service Bldg.
Bartlesville, Oklahoma ;22§’té

. ’,
GULF OILC I B (/ /(
réié:ﬁdfiféifééf12,1'

Attorney-in-Fact

A’I“I’Ey )
// .
/(//(2?7 é222;>/7V—7212//7A//

As8tw  Secretary

. 0. Box 669
Roswell New Mexico

" Vice Pre ident

ATTEST :

QZZZZ?!ﬂg;E%ﬁé;aﬁﬂf

Swet " Sceretary

Address: Box 660
Roswell, New Mexico



Date

Date

Date

DEC 5 1960

LU 131960

ATTROVED
SINCLAIR OIL & GAS COMPANY \ o

Vice Presiden

ATTEST:

\& Y7 Asst. Secretary
Address: P. 0. Box 1470

Midland, Texas

SUNRAY MID-CONTINENT OIL COMPANY

by A7 R 2z
- : ?
Vice President 55/:"' )M/G

- Ik

ATTESTW7 -/ } |
7/ iy . b '
J IR 1‘,{,1[1@13'

/- Assistant Secretary

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 CALIFORNTA )
CITY AND ) sS.
COUNTY OF SAN FRANCISCO )

r4
On this /<€ ~ day of ;2Z{P1A6491Ag‘/’ B 1942 , before me appeared

A, S. DONNELLY , » to me personally known, who, being by me duly sworn,
did say that he is the Exec.VicePresident of HONOLULU OIL CORPORATION, and that the
gseal affixed to said instrument is the corporate seal of said corporation, and that
sald instrument was signed and sealed in behalf of sald corporation by authority of

its board of directors, and said A DONMELX acknowledged said
instrument to be the free act and deed of said corporationc

é Given under my hand and seal of office this /?4 day of :2L97ﬂ&wwb457/ ;
19 6o

e loe s n L

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

My commission expires: August 28, 1963

STATE OF NEW MEXICO )
) ss.

COUNTY OF CHAVES

On this 2—/-—/ day of /VO &, , 19@ before me personally

appeared DONALD B, A 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.

£iéfiven under my hand and seal of office this_;zdﬁgf/g;y of //2249 [ s

19

Notary Public in and for
County and State
My commission expires: é -30 é}l

STATE OF TEXAS )
} ss
COUNTY OF DALLAS )
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 THE BRITISH-AMERICAN OIL PRODUCING COMPANY,
and that the seal affixed to said instrument is the corporate seal of said corporation.
and that saild instrument was signed and sealed in behalf of sald corporation by authority

of its board of directors, and saild acknowledged saild
instrument to be the free act and deed of said corporation.

Notary Public in and for said
County and State
My commission expires:



STATE OF TEXAS )
SS.
COUNTY OF MIDLAND )

On this (éﬁ day of MW,/;_@L , 19(n) 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,

~ Given under my hand and seal of office this [ ‘/Q é: _day of L(__@_I&di éo_/_\ s

1960 .

f A " s }
W') }9\~ /cQLeﬂAMM
Notary Pablic in and for said
County and State

commission expires:

&—( /r /(v?/

'STATE OF OKLAHOMA )
) ss.
COUNTY OF WASHINGTON )

On this JM day of M/ , 1940, before me personally

appeared Mark F, Payton s to me known to be the pergon 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 Mday of 22._,;;; . ,Z: - o
1940 -

My Commission Expires April 23, 1962

Nptary Publle in and for s#id
County and State
My commission expires:

STATE OF NEW MEXICO )
) ss.
COUNTY OF CHAVES )
g i 7 .
On this OZf..[.Z day of 444{/( , 196 ¢, before me personally
appeared A, M1 OHEAD s To me known to be the person who executed

the foregoing 1nstrument in 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 jzz day of %&z«&ﬁg,ﬁv s

19 £d.
,é//a

Notary Public in and
County and State

My commission expires:



STATE OF NEW MEXICO )

sS.
COUNIY OF CHAVES )
On this ZZ;S/‘day of /V& [ , 1950, before me appeared
Donald B. Anderson , 1o me personally known, who, being by me duly sworn, did

say that he is the viecd 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 in behalf of said corporation by authority of its
board of directors, and said Donald B. Anderson acknowledged said
instrument to be the free act and deed of said corporaty.

Given under my hand and seal of office this 2-/’ day of /Ud . .

}’/{M

Notary Public in n and f‘or 4 :1
County and State

My commission expires: é ',?0 "éy

STATE OF TEXAS )
) ss.
COUNTY OF MIDLAND )
On this ,,24 day of 5 1940, before me appeared
R | FISTON -, to me personally known, who, being by me duly sworn, did

say that he is the __ Wice 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 gaid corporation by authority of its
board of directors, and said R L FIS ﬁ acknowledged said
instrument to be the free act and deed <f saild ccrporation.

Given undei my hand and seal of office this ,é’-l day of Z(Ze“,“ 4¢¢Z ’

19¢0

County and S*ate

My commission expires: ¢ </-€/

STATE OF OKLAHOMA

)
) ss.
COUNTY OF TULSA )

On this _ /. Zﬁu“day of \@) W%EM»X{ s 19(- G before me appeared

‘ P t0 me personally known, who, being by me duly sworn, did
say that he 1s the ie2-  President of SUNRAY MID-CONTINENT OIL COMPANY, and that
the seal affixed to said instrument is the corporate seal of sald corporation, and

that said instrument was signed and sealed in behalf of said corporation by authority
of its board of directors, and said acknowledged saild

Instrument to be the free act and deed of %aedm%ﬂonu
~ Given under my hand and seal of office *this % Ut day of% [ WUJ‘LJ y

9L¢ .

f(iZZgﬂqu/- L/Lii/&/u»z(
No\eqy Piblic in and for said
County and State

My commission expires:

Hothern Hatlaa
v

‘innr Publie - H =

c - Dt UM
Foorusty 22, 1964



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 its 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

Notary Public in and for said
County and State
My commission expires:



LAwW OFFiCES S

J. M.HERVEY 1874-1953 HERVEY, Dow “&‘-H:IN ’QL«‘E,‘U, ~

HIRAM M.DOW SRS B S A S SO AEE B N

CLARENCE E. HINKLE HiNKLE BUiLDING

W. E. BONDURANT, JR.

GEORGE H. HUNKER, JUR. RosweLL,NEw MEXICO

HOWARD C. BRATTON o e "t . £ - - r\T LEPHONE MAIN 2-6510
S.B.CHRISTY IV o L-e6§ aud P £ . (o #8osT OFFicE Box S4a7
LEWIS C. COX, JR. June 9’ 19 O -

PAUL W, EATON, JR.
ROBERT C.BLEDSOE

The New Mexico 01l Conservation Commigsion
Box 871
Santa Fe, New Mexico

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

Gentlemen:

In compliance with Order R-1640 in the above case,
we hand you herewith one copy of the Certification--Deter-
mination reflecting the approval of the Director, U. S.
Geological Survey to the above Unit; this Certification--
Determination bears contract No. 14-08-0001-6788 and is
dated May 27, 1960.

Pursuant to Section 20 of the Unit Agreement, the
same is effective May 27, 1960.

If further material is required by your office
please advise.

Respectfully,

SBC :mke
Encl.




HERVEY, DaOw & HINKLE, ATTORNEYS
C @ P Y ROSWELL, NEW MEXICO

Fhen o
s ".1:';/
- S ,‘,"i .
May 18, 1960 v a6 /
LT ) 5
ad i3 ¥
United States Geological Survey 7 P
Box 6721 N
Roswell, New Mexico Lﬁ&%
Commissloner of Public Lands
Box 791

S8anta Fe, New Mexico

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

Re: North Mullis Unit
Chaves County, New Mexico

Gentlemen:

We enclose herewith to the Supervisor six copiles, to
the Commisslioner two coples, and to the Commission one
copy, each of a Ratification and Joinder of the above
Unit Agreement executed by J. G, Thornhill and Alma Doyle
Thornhill, his wife, covering the captioned unit; this
ratification relates to a royalty interest in Tract 15,

Exhiblt B to the Unit Agreement previously submitted
you shows €, C. Byars as owning a 6.25% overriding royalty
interest in Tract 15, and we are advised that a recent check
of the applicable recoxrds reflects that Mr. Byars sold one-
half of this interest to George H, Hunker, Jr. and the re-
maining one~half interest to J. G. Thornhill. Therefore,
the enclosed ratification covers a net 3.125% 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 revislon of Bxhibit

B is now belng prepared by the Unit Operator, and the same
will reflect the above revision in ownership; however, it

1s 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 commlitted under the initial Ex-
hibit B,

Respectfully,
HEii:;;722§2§
By

SBC:mke

BEncls.

ar* Henolnly 041 Cornoaratrinn



Law OFFICES

J. M. HERVEY 1874-
" 874-1953 HERVEY, Dow & HINKLE

HIRAM M. DOW

CLARENCE E. MINKLE HINKLE BUILDING

W. E. BONDURANT, JR.

GEORGE H. HUNKER, JR. ROSWELL,NEW MEXICO

HOWARD C. BRATTON . TELEPHONE MAIN 2-65I10

S.B.CHRISTY 1v Po

CEwis C. COX, JR. sT OFFICE Box 547
R — .

PAUL W. EATON, JR. Apr’ll 13 3 1960

ROBERT C.BLEDSOE

New Mexico 0il 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 in connection with the above
Unit Area.

You may remember that the original versions of these
instruments have previously been submitted to you. There
have been only wminor changed in the enclosed instruments,
principally 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 overall context of the agreements.

We trust the above fulfills your requirements, but
if anything further is desired, please advise.

Respectfully yours,

HERVEY, DOW & HINKLE
SBC 1 ke

o oA hit
Enc. "”’—”:”;}'

cc: Honolulu 0il Corporation



L oL S
- Cg ’;2‘

HOoNOLULY Oii, CORPORATION

P. 0. DRAWER 1391 g
MIDLAND, TEXAS Ry T,
e )
"] February 26, 1960 \\“"

Mr. A. L. Porter, Jr. M/?/( / //9\ 5

Secretary and Director of New Mexico Qil Conservation
P. O. Box 871
Santa Fe, New Mexico
Filed with Mr. John Anderson, Regional
Supervisor, U, S. G. S.
Roswell, New Mexico

Subject: Proposed North Mullis Drilling Unit,
T-14 & 15-S, R-29-E, Chaves County,
New Mexico

Dear Mr. Porter:

This is a request by several operators, who are identified
on the attached Exhibit "A", to form a drilling unit with Honolulu Qil
Corporation to be the unit operator. The unit area is to include all 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 identified
on Exhibit "A'".

The object of forming such a unit is the joint-drilling of a
Devonian test to a depth of no greater than 10, 400 feet. The top of
the Devonian is estimated to be 10, 200 feet at this location.

Attention is invited to the urgency imposed upon the com-
mencement and completion of this test because of the early date of
expiration (June 30, 1960), Federal lease No. 060546, held by the

Hondo Oil Corporation (previously identified as Malco).
> T ,.—-«M\

which are disposed as follows:

Federal 1241.92
State Lands 360.00
Fee Lands 320.00

The required serial numbers of both Federal and State lands

, are identified on the attached Exhibit "A'. A brief geological and geo-

physical summary is,with a seismic map,identified as Exhibit "B''. It
is requested that all agencies treat this matter as ""Confidential''.



Mr. A. L. Porter, Jr.
Page 2
February 26, 1960

This will be an undivided type or a fully participating unit.

The June, 1957, revision of the standard form Unit Agree-
ment, recommended by the United States Geological Survey, will be
used with an appropriate State Lands provision.

It is respectfully requested that the unit be approved as
outlined, at the earliest possible moment, because the area included
in the unit covers the seismic anomaly adequately and because the
minimum number of operators that are directly affected by the drill-
ing of this test on a joint basis in the time available.

Respectfully submitted,
HONOLULU OIL CORPORATION
;:-% ¢ 7 dé”"“’ &4

W. T. Schneider
Division Manager at Midland

WTS:dm

Enclosures
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GEOLOGICAL AND GEOPHYSICAL REPORT

PROPOSED NORTH MULILIS DRILLING UNIT
T-14 & 15-S8, R-29-E

CHAVES COUNTY, NEW MEY OOy

it is the desire of the operators, who have leases within
the proposed unit bourdaries, to driii a Devonian formation test to
he located in Section 33, T-14-8, R-29-£, 1980 feet from the south
line and 660 feet from the east line of said section. This location
wag arrived at on the basis of rafiection seismograph surveyse comn-
ducted on two differert cccasions by the Homoluln Ol Corperation.

SECLOGY % GEOPHYSICS

The primary objestiva of the proposed unit well will be
the Devonian dolomite, the top of which is anticipated at a depth of
10,200 feet. Overlying the Devonian is a column of Permian, Penn-
svlvanian, and Mississippian sedimente which may contain accondary
objectives. The Devonian formation is a porous, filuid-bearing for-
mation in this area. Its lithologic characteristics, being a crystalline
and in places a crystallized vugular porous dolomite, are such that it
provides excellent reservoirs,

A seismic anomaly, mapped by reflections from approximately
the top of the Mississippiar formation overlying the Devorian, indicates
the presence of a structural reversal on a regionally dippping Mississ-
ippian eurface. This surfacze dipe at an average rate of 125 feet per mile
to the southeast. The structure iz 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 in the
southwest portion of the arca of the anomaly strongly suggests the pre-
sence of a fault. The reflecting horizons on either eside of the indicated
faul? zone appear to be displaced by approximately 225 feet vertically.
Surface or weathering conditions do not appear to account for the ano-
malous condition that is found. Seismic reflections are clear and good
on either eide of the fault zone. The trace of the fault zone bears North
45° West,

The structure ag indicated on the attached Exhibit "BY, is re-
presented in terms of seismic time (2nits of a second) rather than the
usual depth in feet, therefore, the lLesser time represents the higher
structural positon and vice versa. The contour interval of 0.01 seconds
represents approximately 70 feet of slevation difference.



Froposad N. Mullis Deilling Unis
Page 2
February 26, 1960

The nearest deep well conirol is in the WW/4 NE/4 of Sec-
tion 27, T-14.53, R-29-E, approximately 4, 620 iest north of the pro-
posed unit boundary. This discovery well, drilled in 1959 and ident-
ified ag the British American #1 Honplulu-Federal, was drilled to a
depth of 10, 360 feei and completed in the Devonian formation. Top of
the pay is at 10,218 feet. The initial potential test wae for 312 barrels
of oil per day, but the well staried making water scorn after completion.
On January 1, 1960, the well was reportaed to be making approximately
60 bavrels of oil and 60 barvels of water per day.

The nearcest desp test io the south is the Richiield §#1 Mullis,
in the SE/4 SW/4, Section 21, T-1%.5, R-29-E, approximately 3 1/4
miles gouth of the proposed unit. This test was abandoned at a total
depth of 12, 148 feet in the granils o August 20, 1947.

Several shallow tests were drilled im the immediate area
and are indicated on the plat, bul none were drilled within the unit
area. These tests encountered minor gshows of oil or gas from Upper
Permian zones that might serve 23 secondary objectives of doubtful
commevrcial value. These zones will be thoroughly tested by coring
and/or drillstem testing during the drilling of the test. The possible
productive formations are the San Andres (Upper Permian) at 3, 100
feet, ard several limestone and sandstone formatione of Pennsylvanian
age in the interval from 7, 900 to 9, 300 feet; however, the primary
objective, as stated, is the Devenizn formation, anticipated at mo
greater depth than 10,200 feet. It is proposed that a penetration of
100 feet into the Devonian formation will be made in the event the
upper porxrtion should be nonporcus.

The basis for selecting the boundary of the unit is the desire

to include the area within the lowee! closing contour {1. 100} which is

the maximum area on the structure that will have commercial production.
Detailed seismic studies show the Iiritish American #1 Honolulu Federal
{the discovery well) to be located on 2 separate small structure which is
joined to the main structure in the urit area by a structurally low connec-
tion. The British American well ie 2 marginal producer and seems likely
to be the only well which will produce on the small feature, Wells drilled
on either structure below the 1.100 zec. time Will probably be dry holes.

W. T. Schreider
HONOLULYU OIL CORPORATION
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il CONSERVATION COMMISS:ON
P. O. BOX 871

SANTA FE, NEW MEXICO

May 12, 19560

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

Attention: Mr. 8. 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, 1960.

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: All
Section 34: All

Township 13 South, Range 29 East, NMPM
Section 3 - Lets 1, 2, 3, 4, 8/2 N/2, N/2 sw/4;
Section 4 - Lots 1, 2, 3, SE/4 NW/4, S/2 NE/4, N/2 SE/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



st i e LT

OiL. CONSERVATION COMMISSIUN
P. O. BOX 871

SANTA FE, NEW MEXICO

-2-

initial participating area for any formation or for any subsequent revision

thereof shall be subject to the approval of the Oil Conservation Commission.
Very truly yours,

A, L, PORTER, Jr.,
Secretary-Director

ALP/DSN/og

ce: Commissioner of Public Lands - Santa Fe, New Mexico
U. 5. Geological Survey - Roswell



C 0 P Y HERVEY, DOW & HINKLE, ATTORNEYS
RDSWELL, NEW MEXICO

March 25, 1960 |LLEG|BLE

Hew “fexico 041 Conservation Commiszsion
P. O, Box 871
Santa Te, New MNexico

Attention: M, A, L, Porter, Jr., Secretary-iirector

Re: Howth Mullis Unit
Case Mo, 1928

Gentlemoni

Pursuant to your Order in the above case, request is hereby
made for aduinistrative approval to contyact the unit ares so
as to delete therefrom the {ollowing desmeribed lands:

and » request is hereby furthor made for administrative approwval
expand the unit area 50 ag to include the following described

Iaaﬂaz

3 B, N K, PLH,
If such approval is the unit area will oconsist of 1321.70
acres of Pederal lands, ¢ acres of state lands and 320 acres of

Tee lands descrided as followas

Tec. 5 - 10 > <5 35 X, Sand, Nds i‘*‘h
Sec. b - Lots 1) 2. 3 SERNwh: SENE: HhSER;

containing 2001.70 acres, ncre or less,

Your sariisast considerciion to this Application would de
appreciated,

fuppectiully,

SBCidbk
Orig & 2 ecct New Mexioco 011
Conservation Commigalion
1 zes Commigsionsr of Public lands
1 cot Honolulu 011 Corporation



C @ T WERVEY, DOW & HINKLE, ATTORNEYS
ROSWELL, NEwW MEXico

Maprch 25, 1960

Commissioner of Public lands
P. 0, Bax TS5}
Santa Fe, New HMexico

Re: North Mullis Unit

Gentlement

Supplement the Application of Hemolulu 0il Corporation
for appreval of above unit, which Applieats.on was filed on
March 23, 1960, request is herehy made to the unit
area boundaries #0 as to delete therefrom the following lands:

If this Application is approved, the unit area will consist of
1321,70 acres of PFederal lande, 300 acres of state lands and 320
acres of fee lands desoribed a8 follows:

‘?.14 R, 29 E,, K .M. P. M
23‘ it

Alls

} - 1933 : 2: 3: '%?%Eﬁ‘, N¥SEL;

sontaining 2001,70 acres, more or leas,

As origimally proposed, the unit ares consisted of 18.73%
of astate lands, and as revised per above, the unit area would
consist of 17.98% of ntate lande, being a net reduction of less
than B/10 of 1%.

e would appreclate your earliest consideration to this
suppleoental Application.

Regpectiully,

SBC:db
Orig & 1 cct Commissioner
of Pablic lands
1 ce: New Meaxioce 011 Conservation Commission
1 ce: Homolulu 011 Corporation

ILLEGIBLE




C @ P Y “HERVEY, DOW & HINKLE, ATTORNEYS
ROSWELL, NEW MEXICO

March 25, 1960

New Mexico 01l Consemwation Commission
P. O, Box 871
Santa Fe, New Nexico

Attention: Me, A. L, Porter, Jr,, Secretary-Director

Re: North Mallis Unit
Case No, 1925

Gentlement
MPursuant o your Order in the above case, request is hereby

made for administrative approval to contyact the unlt ares so
ag to delete therefrom the followirg deseribed lands:

and, request is heredy further mude for administrative approval
to expand the unit aren 5o as to include the following described
lands;

If such approval is given, the unit ares will consist of 1321,7¢
adres of PFederal lands, 300 acres of state lands and 320 acres of
fee lands descerided as followns

T, i, 4%3&%;

Sec. § | Tots 1, 2, 3, shdwed. SMEd, NhsEd;
containing 2001.70 aores, more or leas,
Your esrlliest consideration to this Application would be
Ruspsetfully,

appreciated,

SBC b
Orig & 2 cct lisw Mexico 011
Conservation Comaission
1 ect Comminnioner of Public lamds
1 cet Honolulu 011 Corporation

L LEGIBLE
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In reply refer to:
Dnit Division

May 11, 1960

Mr. 2., B, Christy IV
Hervey Dow and Hinkle
P. O, Box 547
Roswell, New Mexico

Re: Honolulu 0il Corpoxation
North Mullis Unit
Chaves County, New Mexico

Gentlemen:

The Commisslioner of Public Lands approved the North
Mullis Unit, Chaves County, New Mexico, as of May 11, 1960,
and we are handing Mr, §. B. Christy, eix copies of our
certificate of approval,

Pleass furnish us a copy of your umit igraament
when it has been fully execured,

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

Very truly yours,
MURRAY E, MORGAN
Coumigsioner of Public Lands

BY:

Ted Bilberry, Supervisor
011 and Gas Division

MEMMMR /m
ce:r OCC-Santa Fe
USGS-Roswell
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HONOLULU OIL CORPORATION

DRAWER 1391
MIDLAND, TEXAS

May >, 1960

Mx. Herray E. Horgmm
Comaissioney of Public Lands
Sants Feo, New Mexico

United States Geologlical Sarvey
P. 0. Box 6721

doswell, New dNexieo Re: Unit Agreemsut

Kovth HMullis Unit Ares
Attention: kr. Jebn Aasderson Chaves County, New Mexico
Gent lesgan ;

we ave euclosing berewith saveral copies of the captioned Unitc
Agreement for your finel spprovsl.

With reference Lo Bmhibit "B of the stteched Unil Agreement, which
was prepared frem & check of the Federal, State and County records, we
vish to direct yeur ateeniion (o ithe following comments:

irects Nos. 1 snd 2:

in the everriding royaiiy s percentsge columm of Exhibit "B,
it will be noted that the 37 overziding royalty interest 1s ownsd by
Geurge Anne iapes, (udividusily and as Cuardisn of the kstate of Cail
Anna Hopking., Due to typegraphical ¢rrors, this interest should have
bean sivem as being owmed by Ceorge Anna Hayes, individually and as
Guardian of the Estate of Gayle ann Hopkins. Since Gayle Amn ropkins
is now past 2l yeaxrs of age aad is married, the geardiansiip of her
mother i3 a0 longer effective; thersfere, tie Ratification was sigaed
by George Anne Mayes, Individuaily, whe owns a 5/8 of the 3% incerest
and Gayle Ann Nopkins Kimmey, Iandividaally, who owns a 58 of the 3.

Irmct Ho., 4

Uuder said overridieg reyaliy and percentage coluan, it is woted
that Williss . buan and wife, Doruthy Dunm own & 1L everriding roysity
interest. Willism W. Dusn amd Jorothy Cunn were divorced on Januaxy 18,
1950, and by the terms of i Givorce beeree, the asaid Dorethy iunn sc-
quired 0o interest im said Traet 4. Willies ¥. Duon has sicce remsrried,
his present wife beiag Willie lee Huan, who joined Williss W. fcom in the
sxecut:on of the Retificaticn and Joindexr sgresment.

Tract He, 13:

The 6.25% owarvidisg royalty .uterest cwned by C. C. Byars is now
owned by Ceorge H. Bunker, Jr., sud wife, Margarst K. xunker, who has
executed the Retification ard Joinder Agresment, attached herato.

With reference to the sbove, plesse be advised we will furuigh a
correcied Exhibit “B”, if you deem come necessary.

CDPY



Mr. Murray E. Morgan
and
United Scates Geunlogical Survey
Page 2 May 6, 1960

The Unit Agresment has been exscuted by 100L of the working interest
cwners and the attached Ratification and Joinder Agreessats represent
coup leta committwent te the unit of the royalty owners and overridiag
reyalty owners dascribed im Exhidit “'B* thersef with the sxception of the
following:

iract ho. 15:

Willis ¥. Bacon and wife, Susia L. Bacon baing the ownars of a 36
royslty interest.

walter Keith and wife, Daisy Keita beiug the owsass of & 43,320 royalty
interest.

Eiforts are being wade Lo vbtain datification ssd Joiuder Agreaments
from the sbove named pariies and sa.d Ayresmeuts will be forwarded te your
office ac soon as they are obtained.

Yours vary truly,

CCLPORAT LON

O/ he
Enel.

ILLEGIBLE
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;. CONSERVATION COMMISSIUVUN
P. O. BOX 871

SANTA FE. NEW MEXICO

Harch 25, 1960

Mr, Sim Christy

Bervey, Dow & Hinkle

Box 547

Rogwell, New Mexico

Dear Sir:

On behalf of your client, Honolulu Cil 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. POCRTER, Jr.
Secretary~Director
ir/

Enclosures: (2)

b
;ZAQ +
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UNIT AGREEMENT
FOR THE DEVELOPMENT AND COPFRATION OF THE
NORTH MULLIS UNIT AREA
CHAVES COUNTY - NEW MEXZICO

No.

THIS AGREEMENT, entered into as of the 15th day of March, 1960, by and between
the parties subscribing, ratifying or consenting hereto, and herein referred to as
"parties hereto",

WITNESSETH:

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

WHEREAS, the Mineral Leasing Act of February 25, 1920, 41 Stat. 437, as amended,
30 U.S.C. Secs. 181, et seq., authorizes Federal lessees and their representatives
to unite with each other, or Jointly or separately with others, in ccllectively adopting
and operating under a cooperative or unit plan of development or operation or any oil
or gas pool, field or 1like 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 it covers and includes
lands and mineral interests of the State of New Mexico; and

WHEREAS, the 0il 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 pariles hereto hold sufficient interests In the North Mullis Unit
Area covering the land hereinafier described to glve reasonably effective control of
operations therein; and

WHEREAS,; 1t 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, conditlions, 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 Iinterests in the



below~defined unit area, and agree ceverally among themselves as follows:

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

as amended, supra, and all valid pertinent regulations, Including operating and unit plan
regulations, heretofore issued thereunder or wvalld, 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 1o non-Federal lands, the oil and gas operating regulations in effect as of the
effective date hereof governing drilling and producing operations, not inconsistent
with the terms hereof or the lawz of the Stzte in which the non-Federal 1land is located,
are hereby accepied and made z 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 oOr less,

Exhibit "A" shows, in addition to the boundary of the unit area, the
boundaries and identity of tracts and leases in sald 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 oil and gas
interests in all land in the unit area. However, nothing herein or in said schedule
or map shall be construed as a representation by any party hereto as to the ownership
of any interest other than such interest or interesis 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 0il 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 filed with the Supervisor,
and at least one copy shall be filed with the Commissioner and one copy with the
New Mexico 0Oil Conservation Commigsion, hereinafter referred to as "Commission™.

The above described unit area shall when praciticable 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 in the following manner:



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

(b) Said notice shall be delivered to the Supervisor, 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 will be allowed for subtmission to the Unit Operator of any objections.

(¢c) Upon expiration of the 30-day period provided in the preceding item
(b) hereof, Unit Operator shall file with the Supervisor, the Commissioner and the
Commission evidence of mailing of the notice of expansion or contraction and a copy of
any objections thereto which have been filed with the Unit Operator, together with an
application in sufficient number, for approval of such expansion or contraction and
with appropriate joinders,

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

(e) All legal subdivisions of unitized lands (i.e., 40 acres by Government
Survey or its nearest lot or tract equivalent in instances of irregular surveys;
however, unusually large lots or tracts shall be considered in multiples of 40 acres,
or the nearest aliquot equivalent thereof, for the purpose of elimination under this
subsection), no parts of which are entitled to be in & participating area within
5 years after the first day of the month following the effective date of the first
initial participating area established under this unit agreement, shall be eliminated
automatically from this agreement, effective as of the first day thereafter, and such
lands shall no longer bde a part of the unit area and shall no longer be subject to
this agreement, unless at the expiration of said 5-year period diligent drilling
operations are in progress on unitized lands not entitled to participation, in which
event all such lands chall remain subject hereto for so long as such drilling operations
are continued diligently, with not more than 90 days' time elapsing beiween the com-

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

- 3 <



time allowed tetween such wells shall not expire earlier than 30 days after the
expiration of any period of time during which drilling operations are prevented

by & matter beyond the reasonable control of Unit Operator as set forth in the
section hereof entitled "Unavoldable Delay"; provided that all legal subdivisions of
lands not in a participating area and not entitled to become participating under the
applicable provisions of this agreement within 10 years after saild first day of the
month following the effective date of said first initial participating area shall be
eliminated as above specified. DNetermination 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 all parties in interest.

If conditions warrant extension of the 10-year period specified in this Sub-
section 2 (e), =z 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 royaliy interests
of the United States). on a total 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. UNIZZED TAND AND UNEUTZED SUBSTANCES: 11 land committed to this agree-

ment chall conciitute land referred to hereln as "unitized land" or "land subject to
this agreement. " All oil and gas in any and all formations of the unitized land are
unitized under the terms of this agreement and herein are called "unitized substances."

4. NI OFERATOR: FONOLULU O7L CORPORATTON, 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
a8 herein provided. Whenever reference is made herein to the Unit Operator, such

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

- 4 -



interests in unitized substances, and the term "working interest owner" when used
herein shall include or refer to Unit Operator as the owner of a working interest
when such an interest is owned by it.

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 all working interest owners, the Director
and the Commissioner and the Commission, and until all wells then drilled hereunder
are placed in a satisfacicory conditlon 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 in like manner and subject to
like limitations as above provided at any time a participating area established
hereunder is in existence, but, in all instances of resignation or removal, until
a successor Unit Operator is selected and approved as hereinafter provided, the
working interest owners shall be jointly responsible for performance of the duties
of Unit Operator, and shall not later than 30 days before such resignation or
removal becomes effective appoint a common agent to represent them in any action to
be taken hereunder.

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

The Unit Operator may, upon default or failure in the performance of its
duties or obligations hereunder, be subject to removal by the same percentage vote
of the owners of working interests determined in like manner as herein provided for
the selection of a new Unit Operator. Such removal shall be effective upon notice
thereof to the Director and the Commissioner.

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

terminate its right, title, or interest as the owner of a working interest or other

-5 -



interest in unitized substances, but upon the resignation or removal of Unit Operator
becoming effective, such Unit Operator shall deliver possession of all equipment,
materials, and appurtenances used in conducting the unit operations and owned by the
working interest owners to the new duly qualified successor Unit Operator or to the
owners thereof if no such new Unit Operator is elected, to be used for the purpose
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 its resignation as Unit Operator or shall be removed as hereinabove provided, the
owners of the working interests in the participating area or areas according to
their respective acreage interests in such participating area or areas, or, until
a participating area shall have been established, the owners of the working interests
according to their respective acreage interests in all unitized land, shall by
ma jority vote select a successor, Unit Operator; Provided, That, if 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
until (a) a Unit Operator so selected shall accept in writing the duties and responsi-
bilities of Unit Operator, and (b) the selection shall have been approved by the
Director and the Commissioner. If no successor Unit Operator 1s 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: If the Unit Operator

is not the sole owner of working interests, costs and expenses incurred by Unit
Operator in conducting unit operations hereunder shall be paid and apportioned among
and borne by the owners of working interests, all 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 in this section; whether one or more, are herein referred to as the "unit
operating agreement." Such unit operating agreement shall also provide the manner

I 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 cbligations as between (znit Operator and the working
interest owners zs 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 ard conditions of this Unit Agreement or to relieve the Unit Operator

of any right or obligation establiched under this Unit Agreement; and in case of any
inconsistency or conflict between the unit agreement and the unit operating agreement,
thic Unit Agreement shall prevail. Three true coples of any unit operating agreement
executed purcuant to this section should be filed with the Supervisor, and one true

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

8., RIGHSS AND CEIIGATIONS OF LNIT OPERATOR: Except as otherwise specifically

provided herein, the exclusive right, privilege, and duty of exercising any and all
righte of the pzrties hereto which are necessary or convenient for prospecting for,
producing, storing, allocating, and distributing the unitized substances are hereby
delegated to and chall be exercised by the Unit Operator as herein provided.
Acceptable evidence of titlie to said rights shall be deposited with said Unit
Operator and, together with this agreement, chall constitute and define the rights,
privileges, and obhligations of Unit Operator. Nothing herein, however, shall be
construed to transfer title to arny land or to any lease or operating agreement, it
being understood that under this agreement the Uni*t Operator, in its capacity as
Unit Operator, shall exercice the rights of possession and use vested in the parties
hereto only for the purposes herein specified.

9. DRITI NG 0 DISTOER.: Within 6 months after the effective date hereof,

-

Unit Operator ¢hail begin to drill an adequate test well at a location approved by
the Supervisor, if on Federal Tand, or by the Commissioner if on State Land, or by
the Commissicn if on privately owned land., unless on such effective date a well is
being drilled conformably with the terms hereof, and thereafter continue such
drilling diligently unitil the Devonian forma*tion has been tested or until at a lesser
depth unitized c.bstances shall be discovered which can be produced in paying
quantities {to-wi*t: quantities sufficient to repay the costs of drilling, and pro-
ducing operations, with a reasonable profit)}, or the Unit Operator shall at any

time establisi: to the satisfaction of the Supervisor if on Federal Land., the



Commissioner if on State lLand, or the Commission if on privately owned land, that
further drilling of said well would be unwarranted or impracticable, provided,
however, tha®t Urit Operator shall not in any event be required to drill 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 drilling diligently omne well at a time, allowing not more than ¢ months between
the completion of one well and the beginning of the next well, until a well capable

of producing unitized substances in paying quantities is completed to the satisfaction
of said Supervisor 1if on Federal land, the Commissioner if on State Land, or the
Commission 1f on privately owned iand, or until it is reasonably proved that the
unitized land is incapable of producing unitized substances in paying quantities in
the formations drilled hereunder. Nothing In this section shall be deemed to limit
the right of the Unit Operator to resign as provided in Section 5 hereof, or as
requiring Unit Operator to commence or continue any drilling during the period

pending such resignatlon becoming effective in order to comply with the requirements
of this section. The Director and the Commissioner may modify the drilling require-
ments of this section by granting reasonable extensions of time when, in their
opinion, such asction is warranted.

Upon failure to comply with the drilling 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. E.AN OF FURTHER DEVEIOPMENT AND OFERATION: Within 6 months after com-

pletion of a well capable of producing unitized substances in 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

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

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



necessary for determination of the area or areas thereof capable of producing
unitized substances in paying quantities in each and every productive formation
and shall be as complete and adequate as the Supervisor and the Commissioner may
determine to be necessary for timely development and proper conservation of the
oil and gas resources of the unitized area and chall (a) specify the number and
location of any wells to be drilled and the proposed order and time for such
drilling; and (b) to the extent practicable specify the operating practices
regarded as necessary and advisable for proper conservation of natural resources.
Separate plans may be submitied for separate productive zones, subject to the
approval of the Supervisor and the Commissioner. Sald plan or plans shall be
modified or supplemented when necessary 1o meet changed conditions or to protect
the interests of all parties to this agreement. Reasonable diligence shall be
exercised in 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 initial plan of
development where such actlion 1s justified 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 protectiion against operations not under this agreement or such
as may be specifically approved by the Supervisor and the Commissioner, shall be
drilled except in uccordance with a pian of development approved as herein provided.

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

producing unitized substances In 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, z schedule, based on subdivisions of the
public land survey or aligquot parts thereof, of all unitized land then regarded as
reasonably proved to be productive of unitized substances in paying quantities;

all lands in saild schedule on approval of the Director and the Commissioner to
congtitute 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 ailocation of production from and after the date the participating area



becomes effective. A separate participating area shall be established in like manner

for each separate pool or deposit of unitized substances or for any group thereof
produced as a single pool or zone, and any two or more participating areas so established
may be combined into one with the consent of the owners of all working interests in the
lands within the participating areas so to be combined, on approval of the Director and
the Commissioner. The participating area or areas so established shall be revised from

1t ime to time, subject to like approval, whenever such action appears proper as a result
of further drilling operations or otherwise, to include additional land then regarded

as reasonably proved to be productive in paying quantities, or to exclude land then
regarded as reasonably proved not to be productive in paying quantitles and the per-
centage of allocation shall also be revised accordingly. The effective date of any
revision shall be the first of the month in which is obitained the knowledge or informa-
tion on which such revision 1s predicated, provided, however, a more appropriate effective
date may be used if justified 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.

It is the intent of this sectlion 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 Zommissioner as to the proper definition or redefinition of a partici-
pating area, or until a participating area has, or areas have, been established as
provided herein, the portion of zll payments affected thereby may be impounded in 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 1o privately owned lands, respectively, and the amount thereof deposited, as directed
by the Supervisor and the Commissioner, respectively, to be held as unearned money
until a participating area 1s finally approved and then applied as earned or returned
in accordance with a determination of the sum due as Federal and State royalty on the

basis of such approved participating area.



Whenever 1t is determined, subjfect %o the approval of the Supervisor, as to
wells on Federsl iand, and the “ommissioner as to wells on State Land, and the
Commission as to wells on privately owned land, that a well drilled under this agree-
ment is not capable of production in paying quantities and inclusion of the land on
which it is situated in a participsiing area is unwarranted, production from such
well shall, for the purposes of setilement among all parties other than working
interest ownerc, be allocated to the land on which the well 1s 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
weil shall be made as provided in the unit operating agreement,

12, ALLOCATION OF PRODUCTION: All unitized substances produced from each

participating srea established under thie agreement, except any part thereof used in
conformity with good operating practices within the unitized area for drilling, operating,
camp and other production or development purposes, for repressuring or recycling in
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 geveral 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 it such percentage of
said production as the number of acres of such tract included in said participating
area bears to the total acres of unitized land in said participating area, except
that allocation of production hereunder for purposes other than for setilement of
the royalty, overriding royalty. or payment out of productlon obligations of the
respective working interest owners, shall be on the basis prescribed in the unit
operating agreement whether in conformity withk the basis of allocation herein set
forth or otherwise. %t is hereby agreed that production of unitized substances from
a participating ares shall be allocated as provided herein regardless of whether

any wells are drilled on any particular part or tract of said participating area. If
any gas produced from one participating areaz is used for repressuring or recycling
purposes in another participating area, the first gas withdrawn from such last-
mentioned participating area for sale during the life of this agreement shall be
considered to be the gas so transferred until an amount equal to that transferred

shall be so prod:iced for sale and such gas shall be allocated to the participating
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area from which initially produced as constituted at the time of such final production.

13. DEVELOPMENT OR OPERATION OF NON-PARTICIFATING 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, drill 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 if such location is not within said participating
area, unless within 90 days of recelipt of notice from sald party of his intention to drill
the well, the Unit Operator elects and commences to drill such well in like manner as
other wells are drilled by the Unit Operator under this agreement.

If any well drilled as aforesaid by a working interest owner resulis in produc-
tion such that the land upon which 1t is situated may properly be included in a partici-
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 in accordance
with the terms of this agreement and the unit operating agreement.

If any well drilled as aforesaid by a working interest owner obtains production
in quantities insufficient to justify the inclusion in a participating area of the land
upon which such well is situated, such well may be operated and produced by the party
drilling the same subject to the conservation requirements of this agreement. The
royalties in amount or value of production from any such well shall be paid as specified
in the underlying lease and agreementis affected.

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

all royalty owners who, under exislting contract, are entitled to take in kind a share of
the substances now unitized hereunder produced from any tract, shall hereaftier 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 in kind shall
be made by working interest owners responsible therefor under existing contracts, laws,
and regulations, on or before the last day of each month for unitized substances produced

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



shall operate to relieve the lessees of any land from their respective lease obligations
for the payment of any royalities due under their leases.

If gas obtained from lands not subject to this agreement is introduced into any
participating area hereunder, for use in repressuring, stimulation of production, or
increasing ultimate recovery, which shall be in conformity with a plan first 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, 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 in the operating
regulations and paid in value or delivered in kind as to all 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 lesses, 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, sald average production
shall be determined in accordance with the operating regulations as though each
participating area were a single consolidated lesse.

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

15, RENTAL, SETTLEMENT: Rentals or minimum royalties due on leases committed
hereto shall be pald 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 lieu 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 in the respective leases from the United States, unless such
rental or minimum royalty is waived, suspended, or reduced by law or by approval of the

Secretary or his duly authorized representative.



Rentals on State of New Mexico lands subject to this agreement shall be paid
at the rates specified in the respective leases.

With respect to any committed lease on privately owned land containing provisions
which would terminate such lease unless drilling operations were within the time therein
specified commenced upon the land covered thereby or rentals paid for the privilege of
deferring such drilling operations, the rentals required thereby shall, notwithstanding
any other provision of this agreementi, be deemed to accrue and become payable during
the term thereof as extended by this agreement and until the required drilling oper-
ations are commenced upon the land covered thereby or some portion of such land is
included in a participating area.

16. CONSERVATION: Operations hereunder and production of unitized substances

shall be conducted to provide for the most economical and efficient recovery of said
substances without waste, as defined by or pursuant to State or Federal law or regula-
tion.

17, DRAINAGE: The Unit Operator shall take appropriate and adeguate 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 falir 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 all leases, subleases and other contracts relating to exploration,
drilling, development, or operation for oil or gas of lands committed to this agree-
ment are hereby expressly modified and amended to the extent necessary to make the
same conform to the provisions hereof, bul otherwise to remain in full 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 suthorized representative, does hereby establish,
alter, change, or revoke the drilling, producing, rental, minimum royalty, and royalty
requirements of Federal and State leases committed hereto and the regulations in
respect thereto to conform sald requirements to the provisions of this agreement, and,
without 1limiting the generality of the foregoing, all leases, subleases, and contracts
are particularly modified in accordance with the following:

(a) The development and operation of lands subject to this arreement under the



terms hereof shall be deemed full performzmce of all obligations for development and
operation with respect to each and every part or separetely owned tracti subject to
this agreement, regardless of whether there is =zny development of any particular part
or tract of the unit ares, 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) Drilling snd producing operations performed hereunder upon any tract of
unitized lands will be accepted and deemed to e performed upon and for the benefit of
each and every iract of unitized land, and no lesse shall be deemed to expire by
reason of failure ito drill or produce wells situated on the land therein embraced.

(e¢) Suspencion of drilling or producing operations on all unitized lands
pursuant to direction or consent of the Secretary and the Commissioner or their duly
authorized represeniatives shall be deemed to conziitute such suspension pursuant to
such direction or consent as to each and every itract of unitized land.

(d) Each lease, sublease or contract relating to the exploration, drilling,
development or operation for oil or gas of lands other than those of the United States
committed to this agreement, which, by its ferms might expire prior to the termination
of this agreement, i1s hereby extended beyond any such term so provided therein so that
it shall be continued in full force and effect for and during the term of this 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 1s made subject to this agreement shall continue
in force beyond the term provided therein until the termination hereof. Any other
Federal lease committed hereto shall contlnue 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 1s had in paying quantities under this unit agreement
prior to the expiration date of the term of such lease.

(f) Fach sublease or contract relating to the operation and development of
unitized substances from lands of the United Siuates committed to this agreement,
which by its terms would expire prior to the time at which the underlying lease,
as extended by the immediately preceding paragraph, will expire, is hereby extended
beyond any such term so provided therein sc that 1t shall be continued in full 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
vy the following provision in the fourth paragraph of Sec. 17(b) of the Act, as amended
by the Act of July 29, 1954 (68 Stat. 583, 585};

"Any [federal] lease hereafter committed to any such [nit]
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 conitinue in force and effect
for the term thereof but for not less than two years from
the date of such segregation and so long *thereafier as oil
or gas is produced in 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 until the termination hereof.

(i) Any leacse. other than a Federal lease, having only a portion of its lands
committed hereto shall be segregated as to the portion committed and the portion not
commitied, 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
ghall 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 in proportion to the acreage of the respective tracts. Provided,
however, notwithstanding any of the provisidéns of this agreement to the contrary, any
lease embracing lands of the State of New Mexico having only a portion of its lands
committed hereto shall continue in full force and effect beyond the term provided
therein as to all lands embraced in such lease., if o0il and gas, or either of them, are
being produced in paying quantities from some part of the lands embraced in such lease
at the expiration of the secondary term of such lease; or if, at the expiration of the
secondary term, the lessee or the Unit Operator is then engaged in bona fide drilling
or reworking operations on some part of the lands embraced in such lease or applicable
shut-in gas royaliy 1s paid in accordance with the terms of such lease, the same as to
81l lands embraced therein shall remain in full force and effect so long as such oper-
ations are being diligently prosecuted, and if they result in the production of oil and
gas, or either of them, said lease shall continue in full force and effect as to all of
the lands embraced therein, so long thereafter as oil and gas, or either of them, in
paying gquantities are being produced from any portion of said lands.

19, COVENANTS RUN WITH TAND: 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 until this agreement terminates, and any grant,
transfer, or conveyance, of interest in land or leases subject hereto shall be and
hereby is conditioned upon the assumption of all privileges and obligations hereunder

Wy the grantee, transferee, or other successor in interest. No assignment or transfer

of any working interest, royalty, or other interest subject hereto shall be binding upon
Unit Operator until the first day of the calendar month after Unit Operator is furnished
with the original, photostatic, or certified copy of the instrument of 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) It 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 in paying quantities in the formaetions tested
hereunder and after notice of intention to terminate the agreement on
such ground is given by the Unit Operator to all parties in interest at
their last known addresses, the agreement is terminaied with the approval
of the Director and the Commissioner; or

(¢) A valuable discovery of unitized substances has been made on unitized
land during said initial 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 in paying quantities, i.e., in this particular
instance in guantities 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 in 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) It is terminated as heretofore provided in this agreement.

This agreement may be terminated at any time by not less than 75 per centum, on
an acreage 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 Cperator to all parties hereto.

21. RATE OF PROSPECTING, DEVELOPMENT AND PRODUGCTION: The Director 1s 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 in such State, such authority being



hereby iimited to aliteration or medification in the public interest, the purpose
thereof and tke public interecst o be served thereby to be stated in the order of
alteration or modification. ithout regard to the foregoing, the Director is also
hereby vested with authority to alier or modify from time to time in his discretion

the rate of prospecting and development® and the quartity and rate of production under

ot

this agreement wher ouch alterstion or modification ie in the inierest of attaining the
conzervation objectives stated in this agreement and is not in violation of any
applicable Federal or State law. It i agreed, further, thai no such aliteration or
modification shall be effective as 1o any land of the State of New Mexico as to the
rate of progpecting and development in the absence of the specific written approval
thereof by the Commizsioner and as to the guantity and rate of production in the
absence of specific written approval thereof by the Commission.,

Powers in this seciion vesied in the Director shall only be exercised after
notice to Unit Operator ard opportuniiy for hearing to be held not lesg than 15 days

from notice.

22, CONRLICC OF SUPERVISION: Neither the Unit Operator nor the working interest

owners nor any of them shzll te subject to any forfelture, terminaition or expiration
of any rights hereunder or under any leasec or contracts subject hereto, or to any
penaliy or lizbility on account of delay or failure in whole or in part o comply with
any aprlicable provicion thereof to the exitent that the =aid Unit Operator, working
interest owners or any of them are hindered, delayed or prevented from complying
therewith by reason of failure of the Unit Cperator to obtain, in the exercise of

due diligernce, the concurrence of proper repregentaiives of the United States and of
the State of “ew Mexico in w»nd about sny matiers or things concerning which 1t is
required herein *hat such concurrernce be obiained.

23, AITPEAFANCES: Unit Operator ehall, after notice to other parties affected,
have the right tc appesar for and on behalf of any and all Interests affected hereby
before the Nepariment of the "ntericr, the Jommissioner of Public Lands and the New
Mexico 011 Conrervation Jommission, and to appeal from orders lssued under the
regulations of s.id Nepariment, the salid Commission or the sald Commissioner, or to
apply for rellef from any of ssid reguiations or in any proceedings relative to
operations tefore the Zepariment of the Tnterior, <the said Commissioner or the said

Commission, or ary oiher legally constituted zuthority; provided, however, that any



other interected party shall also have the right at his own expense to be heard in
any such proceeding.

24. NOTICES: All notices, demands or statements required hereunder to be given
or rendered to the parties hereto shall be deemed fully given if given in writing and
personally delivered to the party or cent by postpaid registered mail, addressed to
such party or parties at their respectlve addresses set forth in connection with the
gignatures hereto or to the ratification or consent hereof or to such other address
as any such pariy may have furniched irn writing to party sending the notice, demand or

statement.

25, XO WATVER OF CERTAIN RIGETS: Nothing in this agreement contained shall be
construed as a wziver by any party hereto of the right to assert any legal or con-
stitutional right or defense as to the validity or invalidity of any law of the State
wherein said unitized lands are located, or of the United States, or regulations
issued thereunder in any way affecting such party, or as a waiver by any such party
of any right beyond his or its authority to waive.

26. UNAVOIDABLE DETAY: All obligations under this agreement requiring the

Unit Operator to commence or continue drilling or to operate on or produce unitized
substances from any of the lands covered by thic 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, in whole or in part, by strikes,
acts of God, Federal, State or municipal law or agenciles, unavoidable accidents,
uncontrollable delays in ftransportation, Inabllity to obtain necessary materials in
open market, or other matters beyond the reasonable control of the Unit Operator
whether similar to the matters herein enumerated or not.

27. FAIR FMPLOYMENT: 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 provicion shall include, but not be limited to, the following: employment,
upgrading, demotion, or transfer; recrultment or recruitment advertising, layoff.

or termination; rates of pay or other forms of compensation; and selection for
iraining, including apprenticechip. The Unit Operator agrees to post hereafter in
conepicuous places, available for employees and applicants for employment, notices

to be provided by the contracting officer setting forth the provisions of the



nondiscrimination clause.
The Unit Operator agrees to insert the foregoing provision in all subcontracts
hereunder; except subcontracts for standard commercial supplies or raw materials.

28. LOSS OF TITLE: In the event title to any interest in any tract of unitized

land shall fail and the true owner cannot be induced to join in 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 title. In the event of a dispute as to title as to any
royalty, working interest,; or other interests subject thereto, payment or delivery
on account thereof may be withheld without liability for interest until the dispute
is finally settled; provided, that, as 1o 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 final settlement of the title dispute, and then applied
as earned or returned in accordance with such final settlement.

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

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

in a tract within the unit area fails or refusés to subscribe or consent to this agree-
ment, the owner of the working interesi in that tract may withdraw said tract from this
agreement by written notice to the Director, the Commissioner and the Unit Operator prior
10 the approval of this agreement by the Director. Any oil or gas interests in lands
within the unit area not committed hereto prior to submission of this agreement for
final approval may thereafter be committed hereto by the owner or owners thereof
subscribing or consenting to this agreement, and, if the interest is a working interest,
by the owner of such interest also subscribing to the unit operating agreement. After
operations are commenced hereunder, the right of subsequent joinder, as provided in this
section, by a working interest owner is subject to such requirements or approvals, 1if
any, pertaining to such joinder, as may be provided for in the unit operating agreement.
After final approval hereof Jjoinder by a non-working inierest owner must be consented

to in writing by the working interest owner committed hereto and responsible for the

payment of any benefits that may accrue hereunder in behalf of such non-working interest.

v
(>
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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, if more than one committed working-interest owner is
involved, in order for the interest to be regarded as effectively committed to this
unit agreement. Except as may otherwise herein be provided subsequent joinders to

this agreement shall be effective as of the first day of the month following the filing
with the Supervisor, the Commissioner and the Commission of duly executed counterparts
of all 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 1n any number of counterparts,

no one of which needs to be executed by all parties or may be ratified or consented 1o
by separate instrument in writing, specifically referring hereto, and shall be binding
upon all those parties who have executed such a counterpart, ratification, or consent
hereto with the same force and effect as if all such parties had signed the same docu-
ment, and regardiess of whether or not 1t is executed by all 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 in such party in any lease,
sub~lease, or operating agreement as to all or any part of the lands covered thereby,
provided that each party who will or might acquire such working interest by such
surrender or by forfeiture as hereafter set forth, is bound by the terms of this agree-
ment; provided, however; that no land included in this unit which is embraced in a State
of New Mexico lease shall be surrendered to the State so long as this agreement is in
effect,

If as a result of any such surrender, the working interest rights as to such
lands become vested in any party other than the fee owner of the unitized subsiances,
said party shall forfeit such rights and no further benefits from operation hereunder
as to said land shall accrue to such party, unless within ninety (90) days thereafter
said party shall execute thls 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 pnartiv next in the chain of



title shall be and tecome the owner of such working interest at the end of such ninety
.90) day period, with the came force and effect as though such working interest had
been surrendered to such pariy

If as the recult of any such surrender or forfeiture the working interest
rights as to such lands become vected in the fee owner of the unitized substances,
guch owner may:

(1) Execute this agreement and the unit operating agreement as a working

6

interest owner, effective as though such land had remained continuously

o

subject to this agreement and the unit operating agreement.

Py
AN
Mt

Again lease such lands but only under the condition that the holder of
such lease chall within thirty (30 days after such lands are so leased
execute this agreement and the unit operating agreement as to ezch
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 oll or gas deposits therein not
then included within a participating arean.

If 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 zurrender or forfeiture, such fee owner shall be deemed to have waived
the right to execute the unit operaiting agreemeni or lease such lands as to each such
participating ares, and to have agreed, in consideration for the compensation herein-
after provided, that operations hereunder as 1o any cuich participating area or areas
ghall not be affected by such surrender.

For any period the working interest in any lands are not expressly committed
to the unlt operating agreement as the result of any such surrender or forfeiture,
the btenefits 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 ownershrips 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 pzying 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 eareas.

Upon commitment of a working Iinterest 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 all benefits aceruing
to or payments and expenditures made or incurred on behalf of such surrendered working
interest during the period betiween 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 partles 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 1s 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 Jjoinder 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 WHEREQF, the parties hereto have caused this agreement to be executed

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

o)
HONORULL EZ?POMTION [
Date: %/ 2L, /740‘ By U LW’PL

President

ATTEST:

Secr
Address: P,0O, Drawer 1391
Midland, Texas

UNIT OPERATOR AND WORKING INTEREST
CWNER



. ; / . i B - 'A
Date_;?/“ifz/‘ L /<iii”

Address: Box 660
Roswell, New Mexico

Donald B. Anderson

THE BRITISH-AMERICAN OIT. PRODUCING COMPANY

Date By

Vice President
ATTEST:

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

Date
Fred M. Cassidy
Address: P.0. Box 96
Midland, Texas
CITIES SERVICE OIL COMPANY
Date By

Attorney-in-Fact
Address: Cities Service Bldg.
Bartlesville, Oklahoma
3, e

. GULF OIL GPRPORATION
APR 16 188 N\ Yy L LE. L
Date 7‘% X By : ;»M’

e 57* W. A. Shellshear, Attorney-in-Fact
A prrE

| ST ~ )

asst. Secretary

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

HON%IL g GAS COMPA
Date‘fr’/;/’“"' By ¢ éﬁi&
ATTEST VICE PRUSIDENT
t_,2£;’<;1137
i = R

ASNL. SEULLTARY
Address: Box 660

Roswell, New Mexico A/%ﬂ;f‘

SINCLAIR OIL & GAS COMPANY

Date By

ATTEST:

Address: P.0. Box 1470
Midland, Texas



Date

Date

Date

Date

Date

Date

Date

-

W 20 7450

Donald B, Anderson

Address: Box 660
Roswell, New Mexico

THE BRITIJH-AMERICAN OIL PRODUCING,CCOMPANY

Attorney~in-Fact

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

Fred M. Cassidy

Address: P.0O., Box 96
Midland, Texas

CITIES SERVICE OIL CQMPANY

By

Attorney-in-Fact
Address: Cities Service Bldg.
Bartlesville, Oklahoma

GULF OIL CORPORATION

By

W. A. Shellshear, Attorney-in-Fact
ATTEST:

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

HONDO OIL & GAS COMPANY

By

ATTEST:

Address: Box 660
Roswell, New Mexico

SINCLAIR OIL & GAS CQMPANY

By

ATTEST:

Address: P.0O. Box 1470
Midland, Texas



Date

Donald B. Anderson

Address: Box 660
Roswell, New Mexico

THE BRITISH-AMERICAN OIL PRODUCING COMPANY

Date By
Vice President
ATTEST:
Secretary
Address: P.0. Box 749 p
Dq};gs 21, Texas Lﬁ (? 53

Date ff/¢4?€hﬁ Cégziégi.

Address: P.0O. 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.0. Box 669
Roswell, New Mexico
HONDC OIL & GAS COMPANY

Date By

ATTEST:

Address: Box 660
Roswell, New Mexico

SINCLAIR OIL AS COMPANY

CE

— . APPROVED.
pDate  APR 14 1960 E;j§f7£9 Cz L . l(yé

Vice-Presi
i* ATTEST: ?dent
A U
o ’:Jiglk&éé
S S
Address: P.QO. Box 1470

Midland, Texas

FORM ‘SUBSTAW
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Date

Donald B. Anderson

Address: Box 660
Roswell, New Mexico

THE BRITISH-AMERICAN OIL PRODUCING COMPANY

Date By

Vice President
ATTEST:

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

Date

Fred M. Cassidy

Address: P.0., Box 96
Midland, Texas

CITIES SERVICE Q
P

Date f h\{ {5 Ldd L} ft N

.

FE e : Attorney-in-Fact
Address: Cities®Service Bldg.
Bartlesville, Oklahoma
GULF OIL CORPORATION

Date By

W. A. Shellshear, Attorney-in-~Fact
ATTEST:

Secretary
Address: P.0. Box 669
Roswell, New Mexico
HONDO OIL & GAS CCOMPANY

Date By

ATTEST:

Address: Box 660
Roswell, New Mexico

SINCLAIR OIL & GAS COMPANY

Date By

ATTEST:

Address: P.0O. Box 1470
Midland, Texas

_ 2L 4



Date

Date

AFEROY D

land fﬁ Y\.‘ =

LR SR

* QU B
ln. .. Tax .
Accountirg..

E":‘.?"fi‘_a;#-‘

SUNRAY MID-CONTINENT OIL COMPANY

MMO

Vice President

,f%z/2429z41l_ jééLdtiﬁl:j
pssisw /Secretary

Address: 1101 Wilco Bldg.
Midland, Texas

TEXAS PACIFIC COAL AND OIL COMPANY

By

ATTEST:

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

WORKING INTEREST OWNERS



SUNRAY MID-CONTINENT OIL CCMPANY

Date By

Vice President
ATTEST:

Secretary

Address: 1101 Wilco Bldg.
Midland, Texas

TEXAS PAC IC QOAL AND OIL COMPANY

APR ) : AASr:noveo )
Date 6 1960 . By ‘& } ;ﬁ
ft R. I. Dickey 1'
ATTEST: Vice President “1’0 cr«rem

. (). L. Norman) Secretary
(fddress: P.O. Box 2110
Fort Worth 1, Texas

WORKING INTEREST OWNERS



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

A - -
On this _2/( — day of Czéﬁitazéi , 1960, before me appeared
L' A. CRANSON , Lo me peésonally 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 its
board of directors, and said L' A. CRANSON acknowledged sald instrument to be
the free act and deed of said corporation.

&AL :
Given under my hand and seal of office this __Z/ = day of Cf;éifa;é? ;
1960.

fd//é/&w W(Helen G. Boyle )

Notary Public in éhd for said
CitygSCounty and State

My commission expires: August 28, 1963

STATE OF NEW MEXICO
88.
COUNTY OF CHAVES

~— e e

On this day of , 1960, before me personally appeared
DONALD B. ANDERSCN, 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 in and for said
<. GCounty and State

My commission expires:

STATE OF TEXAS )
) ss.
COUNTY OF DALLAS )

On this day of , 1960, 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 CQMPANY, and that
the seal affixed to said instrument is the corporate seal of said corporation, and that
said instrument was signed and sealed in behalf of said corporation by authority of

its board of directors, and said acknowledged saild instrument
to be the free act and deed of said corporation.

Notary Public in and for said
County and State

My commission expires:

- %G _



STATE OF CALIFORNIA )
)

CITY AND ss.
COUNTY OF SAN FRANCISCO )
On this day of , 1960, before me appeared
, to me personally known, who, being by me duly sworn, did say
that he 1s 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 sald corporation by authority of its

board of directors, and said acknowledged sald 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

City, County and State
My commission expires:

STATE OF NEW MEXICO

— e

ss.
COUNTY OF CHAVES
/14 -
On this /)= day of A‘pr ./ , 1960, before me personally appeared

DONALD B. ANDERSON, to me known {o 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.

s :
Given under my hand and seal of office this /4/" day of /4&#9»'/ /, , 1960.

-

e B e

Notary Public in and ggf said
v County and State

My commission expires: 7 -~ S0 -~(G 0

STATE OF TEXAS )
) ss.
COUNTY OF DALLAS )

On this day of , 1960, 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 CQOMPANY, and that
the seal affixed to saild instrument is the corporate seal of said corporation, and that
said instrument was signed and sealed in behalf of said corporation by authority of

its board of direciors, and said acknowledged saild instrument
to be the free act and deed of said corporation.

Notary Public in and for said
County and State

My commission expires:



STATE OF TEXAS
. ss.
COUNTY OF MIDLAKD

N e s

On this day of , 1960, before me personally appeared
FRED M. 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 in and for saild
County and State

My commission expires:

STATE OF OKLAHQOMA
COUNTY OF WASHINGTON

On this day of , 1960, 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
Courty and State

My commission expires:

STATE OF NEW MEXICO
85.

N e S

COUNTY OF CHAVES . .
C Y,
On this Aché /A day of Aj§//(‘7'fl , 1960, before me personally appeared
, to me known to be the person who executed the foregoing
instrument in behalf of GULF OIL CORPORATION, and acknowledged that he executed the same
as the Tree act and deed of said GULF 0IL CORPORATION.

S .
Given under my hand and seal of office this /. » /% _ day of kzngz?;ll’ ,

1960.
D a0
ﬁ*ﬁfzﬁzi'ﬂzzg;i'ﬁéfa/y

Notary Public in and for said
County and State

My commission expires:



STATE OF NEW MEXICO
SIS

P

COUNTY OF CHAVES )

On this (/ Lh day of /4‘[ re / ; 1960, before me appeared

Donald B. And=rsog . 1o me persénally known, who, being by me duly sworn, did say that
he is the vice Pregident 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 in behalf of said corporation by authority of its board of directors, and said

Donald B. dn<rraom acknowledged said instrument to be the free act and deed of
gaid corporation.
/4 :
Given under my hand and seal of office this /C/-— day of éﬁ 2y /' )
1960.

AL E o

Notary Public in and f05/§aid
County and State

My commission expires: é* 30-¢ 6

STAT™ QF TEXAS

RN
mn
6]

COUNTY OF MIDLAMD
On this dayv of . 1960, before me appeared
, to me personally known,; who, being by me duly sworn, did say that
he is the President of SINCLAIR O0IL & GAS COMPANY, and that the seal affixed to

said instrument is the corporate seal of sald corporation, and that said instrument was
gigned and sealed in behalf of sald corporation by authority of its board of directors,
and said acknowledged said instrument to be the free act and deed of
sald corporation.

Given under my heznd and seal of office this day of
1960.

Notary Public in and for saild
County and State

My commission expires:

STATE OF OKALHCMA

e s
n
o0

SOUNEY OF TULSA

On this day of , 19€0, before me appeared
; Lo me personally known, who, being by me duly sworn, did say that he

is the Vice Prezident of SUNRAY MID-CONTINENT OIL COMPANY, and that the seal affixed to
gaid instrument is the corporate seal of sald corporation, and that said instrument was
gsigred and sealed in behalf of said corporation by authority of its board of directors,

and said acknowledged said instrument to be the free act and deed
of sald corporation.

Given under my hand and seal of office this day of ; 1960,

My commission expilres: Notary Public iIn and for said
County and State
- 28 -



STATE OF CALIFORNIA )
)

CITY AND ss.
COUNTY OF SAN FRANCISCO )
On this day of , 1960, before me appeared
, Lo me personally known, who, being by me duly sworn, did say
that he is the President of HONOLULU OIL CORPCRATION, and that the seal

affixed to said instrument is the corporate seal of sald corporation, and that said
instrument was signed and sealed in behalf of said corporation by authority of its

board of directors, and said acknowledged said instrument to be
the free act and deed of sald corporation.

Given under my hand and seal of office this day of
1960.

Notary Public in and for said

City, County and State
My commission expires:

STATE OF NEW MEXICO
SS.

COUNTY OF CHAVES

On this day of , 1960, before me personally appeared
DONALD B, ANDERSON, 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 in and for said
County and State

My commission expires:

STATE OF TEXAS )
) ss.
COUNTY OF DALLAS )
On this _Ro T day of 42%ﬁ%kxéz , 1960, before me appeared
CI&XL@)E:E.1;@&;te¥ae¥diﬂgﬁg%%pefsonally known, who, being by me duly sworn, did say
that he is the WeecBresident of THE BRITISH-AMERICAN OIL PRODUCING COMPANY, and that

the seal affixed to said instrument is the corporate seal of sald corporation, and that

said instrument was signed and sealed %% b§h&1f19f75§iﬁ corporation by authority of
its board of directors, and said o g o U

,
1o be the free act and deed of said corporation.

FELQURY SN LAY acknowledged said instrument

S Lot

Notary PubliZ in and for said
County and StatePATSY aawnT

-
-
!
. . , -
My commission exp1rei%%Z%%{/{//7b«/

- Of -



STATE OF TEXAS )
) ss.
COUNTY OF MIDLAND

On thlsﬂfvz - da f (/””i ( s , 1960, before me personally appeared
FRED M. CASSIDY} %‘fme nowﬁYto Be the persfre described in and who executed the fore-
going 1nstrument and acknowledged that%he?executed the same a ‘ﬁis\free act and deed.

~Given—under—my hand and—seal of-office-this . ~dayof N

—1960.
zg@/bﬂtﬁé:# 7<~ Cﬁlf"”\*gﬂfx\\\.

Notary RF lic in and for said
Cotunty and State

commission expires:

[ // (0((?/
\

STATE OF OKLAHQMA
ss.

e e

COUNTY OF WASHINGTON

On this day of , 1960, 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 expires:

STATE OF NEW MEXICO )
) ss.
COUNTY OF CHAVES )

On this day of , 1960, before me personally appeared

, to me known to be the person who executed the foregoing
instrument in 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 ,
1960.

Notary Public in and for said
County and State

My commission expires:



T2 QF NEW MEXTCO
SOUNTY OF CEAVES )

On this __ day of ;, 1960, before me appeared
tc me personally known, who, being by me duly sworn, did say that
he iz the __ President of ZONDO OIL & GAS | OMPAA;g 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 gaid corporation by authority of its 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:

STAT™T QOF TEXAS

COUNTY OF MIDLAND )
On this /¥ T# Gy oof ,42;45;19 1960, tefore me appeared
, to me personally known; who, being by me duly sworn, did say that
he 1s the - President of SINCLAIR 011 &% (GAS COMPANY, and that the seal affixed to

gaid 1nqtrament ic the corporate seal of Cald corporation; and thait said instrument was
signed and sealed in behalf of gaid corporation by authority of its board of directors,
and sald )?7,{ géé_srjﬁ/ ascknowledged szid instrument to be the free act and deed of
said corporation.

Given under my hand and seal of office this A d day of é'gggu 5

19£0.

Notary/Public in and for said
County and State

My commiszhkon expires: *22;45 /, s

STATE OF OXalHOMA J

tn
0

SOUNTDOF TULEA

[
3

this day of s 1960, before me appeared
: . to me persoral 1y known,; who, belng ty me duly sworn, did say that he
s the Vice Preciden® of SUNEAY MID~-CONTINENT OIL COMFANY, and that the seal affixed to

i
said 15*:rument is the corporate seal of said corporation, and that said instrument was
gigned and sealed ir behalf of said corporztion ty authority of its board of directors,
and said ] acknowledged saild instrument 1o be the free act and deed
of gaild corporation.

Given under my hand and sezi of office this day of , 1960.
My commission expires: Notary Public in aud for said

County and State



STATE OF TEXAS
8s.
COUNTY OF MIDLAND

On this day of , 1960, before me personally appeared
FRED M. 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 in and for said
County and State

My commission expires:

STATE OF CKLAHOMA
SS.

e e’ e

COUNTY OF WASHINGTON

On this é;l?i day of N , 1960, before me personally appeared
Paok s - , to me kndwn to be the person who executed the foregoling
instrument in behalf of CITIES SERVICE OIL CQMPANY, and acknowledged that he executed
the same as the free act and deed of said CITIES SERVICE OIL CCMPANY.

Given under my hand and seal of office this g ‘h day of 4;3V)dlqb/ s

1960.
e 447/7%4

Notary Public in and for said
County and Siate

My commission explres

1

My Commizsicn Expires oy & 3500

STATE OF NEW MEXICO )
) ss.
COUNTY OF CHAVES )

On this day of , 1960, before me personally appeared

, to me known to be the person who executed the foregoing
instrument in behalf of GULF OIL CORPORATION, and acknowledged that he executed the same
as the Ifree act and deed of said GULF OIL 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:



STATE OF NEW MEXICO )
) Ss.
COUNTY OF CHAVES )

On this day of , 1960, before me appeared
, 10 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 sald corporation, and that said instrument was signed
and sealed in behalf of sald corporation by authority of iis 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:

STATE OF TEXAS

e e N

s8.
COUNTY OF MIDLAND
On this day of , 1960, before me appeared
, 1o me personally known, who, belng 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 saild instrument was
signed and sealed in behalf of said corporation by authority of its board of directors,
and said acknowledged said instrument to be the free act and deed of
said corporation.

Given under my hand and seal of office this day of ’
1960.

Notary Public in and for said
County and State

My commission expires:

STATE OF OKALHOMA
SSs.

et e

COUNTY OF TULSA

i , B. O. Bardery
On this ,é day of MW4 , 1960, before me appeared
___, to me personally ﬁﬁZﬁh, 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 in behalf of said corporation by authority of its board of directors,

and said B G Barasl acknowledged said instrument to be the free act and deed
of said corporation.

/

f . N
Given under my hand and seal of office this 2 U day of {/;hﬂxx&/4 — , 1960.
- P4

J -~ /W
My commission expires: Nota Pubiic in and for said
<+ rublic e and State
. oy Cirahoma - 28 -
My Lo 500 Expires

February 22, 1964



STATE OF TEXAS )
) ss.

COUNTY OF TARRANT )
v L, ( .l

On this K¢ (A day of L.z 4___, 1960, before me appeared R« I. Dickey
to me personally known, who, being by me duly sworn, did say that he is the L
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 its board of directors, and said

b

B, I, Dick™ , acknowledged said instrument to be the free act and deed of said
corporation.
Given under my hand and seal of office this Aiéfﬁgﬂ day of 41%’sgéi,uﬁy , 1960.
7/’// )

Notary Public in and for said
1o cLame s County and State -

My commission expires:

6 -/~06/
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: CHAVES COUNTY, NEW MEXICO
.. Sec20 T-14-S & T-15-S=R-29-E Sec26. |
do 6"40 _____ 6"!0
g SCALE 2 INCHES =1 MILE :
l
; R-29-E :
017102 84602 _—
; T
: 14
- S
...................... Se032. e M Seei3s |
6 %0 97
+* . 2 : 2 ! 7 7 2 « 7 . = ) p 7 1 = 7 Y |
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so : S0 Yo : do
i.l Sec. 3, N 2V R o Sees2 Y
Ol T egovo T T Y - OG02 Q
h é » ; s
/60 /760 160 176'0 T
: )
- 7994 3000 S|
FEDERAL LANDS
WORKING INTEREST ACRES IN
TRACT SERIAL NO, OWNER UNIT
&:(;}0 1. N. M, 02259 Honolulu (British-American /(I)' :
o - operating rights) 80,00
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) 320.80
799 5. N. M. 05413 Honolulu 200.90 QOu
6. L. C. 060546  Hondo 120,00 /
7n Lo Co 060546"A Hc Eo Harrington 40.00
9. L. C. 070534 Fred M. Cassidy (Optioned
, e e to Honolulu) 80.00
Sec .-_1.9 — 14,
% Total Federal 1,321.70. 40
STATE LANDS
: WORKING INTEREST ACRES 1IN
] 7994 TRACT LEASE NO. OWNER UNIT 108
10. E-521-2 Sinclair-Cities Service 40.00
11. E~-5988 T. P. Coal & 0il 160.00
*12- E-7191 J. K. Wadley 40.00
Sec.20 13, E~-9933-2 Gulf 40.00 29
6 40 14, E-9971 Sunray-MidContinent 80,00 $0
' ‘ Total State 360.00
* Donald B. Anderson is acquiring this tract.
799 FEE LANDS 22
B Fred W7 Cassidy '
15. Gulf & NIEEETESNNSE 320,00 .
1 TOTAL ACREAGE IN UNIT AREA _2,001.70
Con DO ’ e LD f i - i . -




Tract S
No. Description of Land

FEDERAL TANDS:

1 W 1/2 SW 1/4 Sec. 34,
T-14-3, R-29-E

2 N 1/2 N 1/2, SW 1/4 NE 1/4,
NE 1/4 SE 1/4, S 1/2 SE 1/4
Sec. 33; W 1/2 N\W 1/4 Sec. 34,
T-14-S, R-29-E

3 SE 1/4 NW 1/4 Sec. 34,
T-14-5, R-29-E
4 Lots 1,2,3,4 & S 1/2 NE 1/4

Sec. 3, and N 1/2 of SE 1/4
of Sec. 4, T-15-S, R-29-F

5 N 1/2 SW 1/4 of Sec. 3 and
Tots 1,2 and 3 of Sec. 4,
T=15-3, R=29-E

No. of
Acres

80.00

400.00

40,00

320,80

200.90

Serial No, &
Effective Date

EXHIBIT

:m A

NORTH MULLIS UNIT AREA

CHAVES COUNTY, NEW MEXICO

Rasic Royalty

of Lease & Percentage
NM=~02259 U.S. A, - All
8-1-50
NM-02259 U. 5. A, - A1l
8-1-50
MM-051569 U.S., A, - All
7-1-59
NM~-05305 U. 5. A, - Al
6-1-51
NM-05413 U.S. A, = All
7-1-53

Lessee of Record

v Honolulu 0il Corp.

(B-A) (British American
is presently vested
with the operating
rights in and has the
right to elect to take
an asgignment of the
lease on this tract)

Honolulu 0il Corp.

Eritish American 0Qil
Producing Co., Mer-
cantile Bapnk Bldg.,
Dallas 21, Texas

" Fred M. Cassidy

{Optioned to Hono-
1ulu)

Honolulu 0il Corp.

Overriding Royalty
& Percentage

Working Inter
& Percentag

wmmowmm Anna Mapes,
Indv. & as Gdn. of
Est. of 43ail Ann
Hopkins, 1106 Don
Casper St., Santa Fe,
N.M. -3%;tE.H, Shaw

& wife, Mabel Shaw,
box 103, Midland,
Texas-1/2%

George Anna Mapes,
Indv. % as Gdn. of
Est. of Gail Ann
Hopkins, 1106 Don
sJasper St., Santa Fe,
N.M,-3%; E.H. Shaw %
wife, 'Mabel Shaw,
Box 103, Midland,
Texas - 1/2%

! Bertrand 0. Baetz &
wife,' Margaret E.
Baetz, 419 Gunter
Bldg., San Antonio
Texas~3%

William W. Dunn &
wife,Dorothy Dunn,
Artesia, N.M.-1%

vWilliam W. Dunn,

Box 593, Artesisa,
N.M., 1%

¥ Honolulu-100%

“Honolulu-100%

{British Ameri

can-100%

. Fred M. Cassi

100%

Honolulu 0Qil
Corp.-100%



Tract
No.

Description of Land

N 1/2 SW 1/4, SE 1/4
SW 1/4 See. 33, E-14-S,
R-29-E

mzp\bmsp\bmmo.umu
T-14-S, R-29-E

/4 NW 1/4 Sec. 34,

NE 1
T-14-S, R-29-E

E 1/2 SW 1/4 Sec. 34,
T-14-S, R-29-E

Serial No. &

No. of Effective Date Basic Royalty Overriding Royalty Working Interest
Acres of lease & Percentage Lessee of Record & Percentage & Percentage
120.00 LC-060546 U.S.A. - A1l Hondo 0il & Gas Co., Wallace Gates & wife, . Hondo-100%
8-1~48 Box 660, Roswell,N.M.  Vergine Russell Gates,
Expires 6-30-60 Artesia, N.M.-1%
40.00 LC~060546-A U.S.A, - All H.E. Harrington, Box Wallace Gates & wife, ‘H.E. Harrington-
8-1-48 660, Roswell, N.M. - Vergine Russell 100%
Expires 6~30-60 Gates, Artesia, N.M.-
1%
40,00 LC-066029-A U.S.A. - All . H.E. Harrington, Box None '"H.,E., Harrington-
9-1-48 660, Roswell, N.M. 100%
Expires 7-31-60
80.00 LC-070534 U.S.A, - A11 , Fred M. Cassidy None * Fred M, Cassidy~
7~1-51 (Optioned to Honolulu) 100%

(1) Donald B. Anderson will acquire Tract No. 7 subject to the approval of the Director of the Bureau of Land Management.
(2) Hondo 0il & Gas Co. will acquire Tract No. 8 subject to the approval of the Director of the Bureau of Land Management.

TA

10

11

12(3)

13

14

9 Federal tracts 1321.70 acres or 66.03% of unit area.

LANDS:

SE 1/4 NW 1/4 Sec. 4,
T-15-S, R-29-E

S 1/2 NW 1/4, SE 1/4
NE 1/4, NW 1/4 SE 1/4
Sec. 33, T-14-S, R-29-E

SW 1/4 NW 1/4 Sec. 3,
T-15-S, R-29-E

SW 1/4 NE 1/4 Sec. 4,
T-15-3, R-29-E

1/4 NE 1/4 Sec. 4,
1/4 NW 1/4 Sec. 3,

SE
SE
T-15-5, R-29-E

40.00 E-521-2 State of New © Sinclair 0il & Gas Co. None Sinelair-50%
9-10-45 Mexico-All Box 521, Tulsa, Ckla.; Cities Service-
CGities Service 0il Co. 50%
Bartlesville, :Okla.
160.00 E-5988 State of New Texas Pacific Coal & None Texas Pacific’
2-11-52 Mexico-All 0il Co., Box 2110, Coal & 0il Co.-
Fort Worth, Texas 100%
40.00 B-7191 State of New J.K. Wadley, Box 718, None J.K. Wadley-~
6-10-53 Mexico-All Texarkana, Ark. 100%
40.00 E-9933-2 State of New ¢ Gulf 0il Gorp. None Gulf 0il Corp.-
11-15-55 Mexico-All 100%
80.00 E-9971 State of New .- Sunray-Mid-Continent None . Sunray-Mid-
4=17-56 Mexico-All Tulsa, Okla. Continent-100%

(3)  Donald B. Anderson is acquiring Tract No, 12 subject {o the approval of the Commissioner of Public Lands of the State of New Mexico.

5 State Tracts 360.00 acres or 17.98% of unit area.

Page 2 nf Fvhihi+ HRN



Tract

No. Description of Land

FEE 1ANDS:

15 Undivided 1/4 interest in
the £ 1/2 Sec. 34, T-14-S,
R-29-E

15 Undivided 3/8 interest in
the E 1/2 Sec. 34, T-14-S,
R-29-E

15 Undivided 3/16 interest in
the E 1/2 Sec. 34, T-14-S,
R-29-E

15 Undivided 43/320 interest
in the E 1/2 Sec. 34,
T-14-S, R-29-E

15 Undivided 3/64 interest in

the E 1/2 Sec. 34, T-14-S,
R-29-E

No. of
Acres

80.00
(net)

120.00
(fet)

60.00
(net)

43.00
(net)

15.00
(net)

Effective Date

Serial No. &
Basic Royalty

of Lease & Percentage

Lease dated Lessors-A11
11/16/59, Expires
11/16/66,-1.L.

Horne, 1005 Electric

Bldg., Fort Worth,

Texas, Recorded

Vol., 74, p. 272

Willie N. Bacon & Lessors-All
wife, Susie L.

Bacon, Box 203,

Westbrook, Texas,

Lease dated 5/4/56,

Expires 5/14/66,

Recorded Vol. 58,

p. 395

J.XK. Wadley & -
wife, Susie L.
Wadley, Box 718,
Texarkana, Ark.,
Lease dated 5/2/56,
Expires 5/14/66,
Recorded Vol. 58,
p. 401

Lessors-All

Walter Keith &
wife, Daisy Keith,
Stephens, Ark.,
Lease dated 5/2/56,
Expires 5/14/66,
Recorded Vol. 58,
p. 399

Lessors-All

George R. Gibson Lessors-All
& wife,*Orpha O.

Gibson, Midland

National Bank Bldg.,

Midland, Texas,

Lease dated 5/3/56,

Expires 5/14/66,

Recorded Vol. 58,

p. 397.

Overriding Royalty Working
Lessee of Record & Percentage & Perc
* Fred M. Cassidy * C. C. Byars, . Fred M. (
Lubbock, Texas- 100%
6.25%
Gulf 0il Corp. None Gulf-~10079
Gulf 01l Corp. None Gulf-~100%
Gulf 0il Corp. None Gulf-1009
Gulf 0il Corp. None Gulf-1009

Page 3 of Exhibit



Serial No. &

Tract No. of Effective Date Basic Royalty Overriding R
No. Description of Land Acres of lease & Percentage Lessee of Record & Percent
15 Undivided 1/160 interest in 2.00 L"A.C. Taylor & Lessors - All « Gulf 0il Corp. None

the E 1/2 Sec. 34, T-14-S, (net) wife, Lucille
R-29-E Taylor, 2313
Walnut St.,

Texarkana, Texas,
Lease dated 5/31/56,
Expires 5/14/66,
Recorded Vol. 58,

p 465

1 Fee (patented) tract 320.00 acres or 15.99% of unit area.

Total: 15 tracts 2,001.70 acres in entire unit area.



ROCKY MOUNTAIN UNIT OPERATING AGREEMENT
Form 1 (Undivided Interest) May, 1954

UNIT OPERATING AGREEMENT
NORTH  MULLIS UNIT AREA
COUNTY OF CHAVES
STATE OF NEW MEXICO
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UNIT OPERATING AGREEMENT
NORTH MULLIS UNIT AREA
COUNTY OF CHAVES

STATE OF NEW MEXICO
THIS AGREEMENT made as of the.. L12th day of.......March , 10.60 , by
and among the parties who execute or ratify 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......Chaves,
State of New Mexico , dated as of the...... 120 _day of March 19.60.,

and hereinafter referred to as the ‘“Unit Agreement,” covering the lafids described in Exhibit 1, hereto attache'd, 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, it is agreed as 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 CORPQRATION and its 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 “Party” 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) if 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 Section 1.19.

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 Section 1.19.

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” meansg 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 «Prill” means to perform all operations reasonably necessary and incident to the drilling of a well, including
preparation of roads and drill site, testing and, if productive of Unitized Substances, completing and equipping for
production, including flow lines, treaters, separators and tankage, or plugging and abandoning, if 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, if dry.

1.14 “Initial Test Well” 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 Parties” 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 “it.”

1.19 Exhibits. See Page 13. ARTIOLE 2

APPORTIONMENT OF COSTS AND OWNERSHIF OF AVAILABLE PRODUCTION AND PROPERTY

of

by Non-Drilling Parties, 18.11 Rights and Obligations of Drilling Parties, and 25.3 Rights and Obligations of NonDTr111ing.
Abandoning Party):

A. All 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. All Available Production shall be owned by the Parties in proportion to their respective Beneficial Interests.

C. All 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 recognlze
the change in Beneficial Interests resulting from such revision until the first day of the month next su
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 Sectlons 4.2 Failure
to Pay Rentals and 11.7 Effect of Disapproval of Title).

ARTICLE 3
_UNLEASED INTERESTS

ato-shas oo+ Sce Page i4
3 2 Executlon 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 it 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. If 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, If 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. If a
Party’s failure to make proper payment of rental required to be paid by it in accordance with Section 4.1 is uninten-
tional, such Party shall not be liable in damages to the other Parties.

43 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. All 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 to 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. If a Committed Working Interest iz 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 ROYALTIES

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 from drainage, or for the payment of compensatory royalties in lieu
thereof, Unit Operator shall give written notice thereof to each Party. If payment of such compensatory royalties is
Approved by the Parties, Unit Operator shall make payment thereof. All payments so made by Unit Operator shall
be charged as Costs and borne by the Parties in proportion to their respective Participating Interests. If 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 CWNERS OF UNCOMMITTED ROYALTY INTERESTS

6.1 Apportionment. If 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 if 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 Seclion 4.3 dealing with Lease Burdens Payable by Unit Operator.

ARTICLE 7
SUPERVISION OF OPERATIONS BY PARTIES

7.1 Right of Supervision. All 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....................

elebhty o 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 if one Party voting

in the affirmative has elghty ... per cent (........ & Q...%) 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 if one Party voting in the negative has

more than._._..... AW Y per cent (....20.....9%), but less than fifty 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

o




ROCKY MCUBNTAIN UNIT-OPERATING AGREEMENT
Form 1 (Undtwiaed Ingerest) May, 1954

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 Urnit Operator at any time and a meeting shall be

called by Unit Operator upon written request of any Party. es=Raestiesheving— per—cent

. = i eting.. At least ten (10) days in
advance of each meetmg, Umt Operator shall gwe each Party entxtied to vote thereat written notice of the time, place
and purpose of the meeting.

7.4 Action Without Meeting. In lieu of calling a meetmg, 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. If a meeting
is not required then, at the expiration of the period designated in the notice given by it, 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
thrrgugh 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. All 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 determmed solely by Umt Operator

8 3 Non-Liabihty S 8 e B
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84 Force Ma_]eure The obhgatlons of Umt 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 authorlty, 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 it, 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 from
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 it 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 it 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 if all matters arising in operations hereunder which Unit Operator deems important, in the exer-
cise of its best judgment;

D. Paym«nt 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 it disputes, in which event Unit Operator may contest
the disputed lien upon giving to the other Parties written notice thereof:

—3_



ROCKY MOUNTAIN UNIT OPERATING AGREEMENT
Form 1 {Undivided Interest) May, 1954

E. Records. Keep full 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) coples

of Unit Operator’s authorization for expenditure or itemizations of estimated expenditures in excess of $.2,000..00......,

(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 first 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, if any, as may be required by law. In addition Unit Operator shall maintain such
other insurance, if 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 it with respect
to operations hereunder.

B. Contractor’s. Unit Operator shall require all contractors engaged in operations under this agreement te
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 §
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 ber 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. All 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. All 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 it owned such interest. Each Party shall
promptly furnish Unit Operator with copies of notices, assessments, levies or tax statements received by it 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 it and shall furnish copies
to the parties upon request. It shall notify the Parties of any tax which it does not propose to pay before such
tax becomes delinquent. :

9 nit arsa
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9.5 Drilling Contracts. Each Drilling, Deepening or Pluggin% 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, if 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

P} five thousand ... . . . Dollars ($.21000.,00 3, provided, however, that (1) Unit Operator is
authorized to make all usual and customary operating expenditures that are required in 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.

b C. Pf.rtial 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

1()othertthan Workmen’s Compensation claims) for injury to or death of persons, or for loss of or damage to

roperty. e :

E. Determinations. Make any of the determinations mentioned in—Section-22 of the Unit Agreement, except
as otherwise specified in this agreement.
ARTICLE 11

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. If it 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
confracts which it has in its possession relating to its Committed Working Interests, -
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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 160 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) All 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) If 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,

(b) If 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) If 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 Well. Prior to the drilling of any Subsequent Test Well each Party

whose Committed Wporking Interests cover any land, any part of which is within an area of..... 160 ...... 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. All 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. All expenses incurred
in connection with title examinations 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 it approves or disapproves title to the Committed
Working Interests covered by the report. Any Party disapproving any title shall state the reasons therefor. If 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 if and when approved as above provided by Parties

having. elghty o per cent (...80...%) 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. If 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. If 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, sha.ll 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. If at the time of such disapproval of title the Party who claims ownership of such interest
has not been fully 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, if 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 it 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 Pa.rty

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. If 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 Partles. 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 Well shall be shared by the Parties in the manner
and in the proportions specified in said Exhibit 3 and in that certain letter agreement among the
Parties dated March 31, 196€0.

ARTICLE 13
ADDITIONAL DRILLING 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 it elects to
participate in such operations as hereinafter provided.
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ARTICLE 14
SUBSEQUENT TEST WELLS

14.1 Purpose. The purpose of this Article is to enable one or more of the Parties to have a Subsequent Test Well
drilled when all the Parties do not desire to participate in the Costs of Drilling such a well. This Article shall become
effective seventy-five (75) days in advance of the date on which a Subsequent Test Well must be drilled to prevent the
Unit Agreement from becoming subject to termination, but shall become effective only if all the Parties have not then
agreed upon the drilling of a Subsequent Test Well. Before the beginning of said seventy-five (75) day period any
Party or Parties desiring to Drill a Subsequent Test Well shall have the right to do so by proceeding in accordance with,
and subject to, the provisions of Article 16, dealing with Drilling After Discovery.

14.2 Rights and Obligations of Drilling Party. If this Article becomes effective any Party or Parties desiring to
have a Subsequent Test Well Drilled shall have the right so to do by following the same procedure, subject to the
same rights and obligations, as provided for in Article 16 dealing with Drilling After Discovery, eneepi—that—fon—the
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ARTICLE 15

ESTABLISHMENT, REVISION AND CONSOLIDATION

OF PARTICIPATING AREAS

15.1 Proposal, Unit Operator shall initiate each proposal for the establishment, revision or consolidation of a partici-
pating area by submitting the proposal in writing to each Party at least fifteen (15) days before filing the same with
the Director. The date of proposed filing must be shown on the proposal.

15.2 Objections to Proposal. Prior to the proposed filing date any Party may submit to all other Parties written
objections to such proposal. If the Unit Operator does not agree with the objection the Party making the same may
renew it before the Director. .

15.3 Revised Proposal. If Unit Operator agrees with any objection it receives, it shall revise the proposal and sub-
mit the same to the Parties in the same manner as if it were an original proposal so that all Parties will have
opportunity to object thereto.

ARTICLE 16
DRILLING AFTER DISCOVERY

16.1 Purpose. The purpose of this Article is to enable one or more of the parties to have a well drilled after dis-
covery of Unitized Substances in paying guantities when all the Parties do not desire to participate therein.

16.2 Notice of Proposed Drilling. At any time after discovery of Unitized Substances in paying quantities any
Party may propose the Drilling of a well within the Unit Area by giving to each of the other Parties written 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. Within thirty (30) days after receipt of such notice each Party shall advise all other
Parties in writing whether or not it wishes to participate in Drilling the proposed well. If all the Parties so advise that
they wish to participate thevein, the proposed well shall be Drilled by Unit Operator for the account of all the Parties.
If any Party fails to respond to such notice within said thirty (30) day period it shall be deemed to have elected not to
participate in drilling such proposed well.

16.4 Notice of Election to Drill. Unless all Parties agree to participate in response to said notice then within fifteen
{15) days after expiration of said period of thirty (30) days each Party then desiring to have the proposed well Drilled
shall give to all other Parties written notice of its election to proceed with the Drilling of said well. Failure to give
such notice shall be deemed an election not to participate in Drilling said well.

16.5 Effect of Election to Drill. If all the Parties so elect to proceed, Unit Operator shall Drill the proposed well
for the account of all the Parties, but if one or more, but n»t all, of the Parties so elect to proceed, Unit Operator shall
Drill the well for the account of such Party or Parties, who shall constitute the Drilling Party; provided, however, that
if the proposed well is to be Drilled within a participating area to any zone or pool for which such participating area
was established the well shall not be drilled without the Approval of the Parties first obtained. Unit Operator shall
commence operations for the Drilling of the proposed well as promptly as reasonably possible after all necessary ap-
provals have been obtained.

16.6 Subsequent Election. Any Party who has not previously elected to participate in the proposed well may do so
by written notice given to all other Parties at any time before operations for Drilling the well are commenced, 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 the Drilling of the well.

16.7 Relinquishment of Interests by Non-Drilling Party. If any Party does not elect, as above provided, to partici-
pate in Drilling the proposed well, such Non-Drilling Party shall be deemed to have relinquished to the Drilling Party
all of its operating rights and working interest in and to the proposed well. If the well is completed as a producer of
Unitized Substances the operating rights and working interest so relinquished by such Non-Drilling Party shall revert
to it at such time as the proceeds or market value of that portion of the Available Production from the well which would@
have accrued to its Beneficial Interest, if the well had been Drilled for the account of all Parties, (after deducting from
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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

B. AOO% of that portion of the Costs incurred in Drilling the well 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.

From and after such reversion, such Non-Drilling Party shall (a) bear that percentage of all Costs thereafter incurred
in 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. If 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. If 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. All 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 pro-
portions that they are entitled to share therein.

ARTICLE 17
REQUIRED WEILLS

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, if such proceedings are commenced within said time, upon the final disposition of the appeal.
Whenever Unit Operator receives any such order, it 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 Parties,|Party
and upon final disposition of the appeal, Unit Operator shall give each of the other Parties prompt written notice ofjshall
the result thereof. ’ : have the

17.2 Election to Drill. Any Party desiring to Drill, or participate in the drilling of, a required well shall give tojright to
Unit Operator written notice thereof within thirty (30) days after the order requiring such well becomes final o appeal
within such lesser time as may be required by such order. If such notice is given within said period Unit Operator 1Y
shall drill the required well for the account of the Party or Parties giving such notice, who shall bear all Costs|{the same;
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 o Article 16 ,
17.3 Alternatives to Drilling. If no Party elects to Drill a required well/within the period allowed for such
election, and if any of the following alternatives is available, the first such alternative which is available shall be
followed:
A. Compensatory Royalties. If compensatory royalties may be paid in lieu of Drilling the well and if payment
thereof is authorized by the Parties within said period, Unit Operator shall pay such compensatory royalties; or
B. Contraction. If 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. If 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.
174 Required Drilling. If none of the foregoing alternatives is available, Unit Operator shall Drill 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 parties shall elect to avail themselves
ARTICLE 18 of the benefits provided by Articlelé.
DEEPENING OR PLUGGING BACK

18.1 Purpose of Article. It 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. If 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. If 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. If 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 it 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 if 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. If 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 TUnit Operator, so advise all
other Parties in writing, stating the projected depth of the Deepening or Plugging Back and the estimated cost thereof.
If 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 notice 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 aill the Parties, and every Party consents to abandonment and plugging of the
well. If 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 ag 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,
if 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. If 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. If 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, if 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 in
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. If any of the Parties elect to proceed with
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 ahy 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. If 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. If 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 it 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 tc 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. 200...9% 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 it in connection therewith in accordance with Section 16.7 dealing with
Relinquishment of Interests by Non-Drilling Party had not reverted to it 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 it 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. All 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. If 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., If 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, & 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. If 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, if 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 <hargeable 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. If 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. If 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 will 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. If 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 if 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.....8kl .. Parties in the aggregate owning not less than

One hundred .. .. per cent (..190 o) 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. If 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 owmng 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 Facilities. See TIGHES 23 15.

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 it to be no longer needed in operations hereunder.

23.2 Division in Kind. 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

L S— 1530000 Said right may be exercised only by written notice to Unit Operator within thirty
(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 $........ L 50000 .................................. ) 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
TRAN SFERS OF H\TTEREST

: - o iheluding sueh trensforco Do6 Page 15,

24 2 Sa.le by Unit Operator. If Umt Operator sells all 1ts Committed Working Interests, it 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 first 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.

24.5 Preferential Right of Purchase. Before any Party makes a sale of all or any part of its Committed Working
Interest it 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. If 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 title
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 purchasze shall be made oy m groportion to their Participating Interests
among themselves. If no Party exercises said right of purchass wi said 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 (99 days after the giving of the initial notice
of proposal to sell and for & price no lower and terms no less favorabie to the selling party than the price and
terms specified in such initial notice. Such interests shall not Ye sold after the expiration of said period of ninety
(90) days or for any lower price than 3aid specified price without written notice to the other Parties as hereinabove
provided.

The provisions of this Section 24.5 shall not apply to
A. The mortgage by any Party of all or any part of itz Committed Working Interest; or
B. To the transfer by any corporate Party sf 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 ali or substantially all of its oil send gas properties within the state in which
the Unit Area is located; or

D. A farmout arrangement made pursuent ic the provizions of Section 24.1 dealing with Partial Transfer.
E. Any sele by Donald B, Anderson or Hondec 21 % Gas Company.
ARTICLE 23
ABANDONFEXNT OF PRODUUING WELLS

25.1 Consent Required. A well which has been completed as a zroducer of Unitized Substances shall not be aban-
doned and plugged, nor shall the cperation of such well for production from the formations or zones in which it has -
been completed be discontinued, except with the written conseut of all i’arties then owning the well or except as
provided in Section 18.3 dealing with Notice and Response on Directior by Parties and the succeeding provisions of
Article 18 dealing with Deepening or Plugging Back.

25.2 Abandonment Procedure. If the sbandonment of a well which has once produced is Directed by the Parties
Unit Operator shall give written notice thereof to each pariy then having an interest in the well who did not join in
such Direction. Any such non-joining Party who objects to abandonment cf 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) Jays after receipt of the notice given by Unit Operator.
If such objection is so made the non-abandoning Party or Parties sha!ll forthwith pay to the abandoning Parties
their respective shares of the Salvage Value of the materials and eguipmsnt in or appurtenant to the well, less the
reasonably estimated cost of plugging the well. Upon the making of suck payment the abandoning Parties shall be
deemed to have relinquished unto the non-abandoning Party or Parties ail their operating rights and working interest
in the well and the area prescribed for such well £y spacing order 5f state or governmental authority, or, if there is
no such order, the area established fer such well by the spacing pattern then in use in the field, or, if there is no such
order or spacing pattern, then the forty (40) acre legal subdivision, ur frictional lot or lots approximating the same,
embracing such well, but only with respect to the formation or zone in wihich it is then completed, and all their interest
in the materials and equipment in or appurtenant to the well If there ‘s mors 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 tc such relinquishment then bears to the total Participating
Interests of all non-abandoning Parties.

25.3 Rights and Obligations of Non-Abandoning Farty. After the reclinquishment 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 Leass Burdens and Costs thereafter incurred in operating the
well and plugging it when abandoned, and also the Costs of any additional tankage, flow lines or other facilities
needed to measure separately the Unitized Substances produced from the well; said operating costs shall include
an overhead charge computed at the highest per well rate applicabie to the operation of a single producing well in
accordance with Exhibit 2, if such rate is provided.

25.4 Option to Repurchase Materiais. If a well taken over by the non-abandoning Party or Parties as above
provided is abandoned for plugging within six {6} months after relinguishment by the abandoning Parties' of
their interest therein, each abandoning Party shall have the right at ils option to repurchase that portion of the
materials and equipment salvaged from the weli equal tc the interest relinquished by it to the non-abandoning
Party or Parties at the value fixed therefor n accordance wiin Section 25.2. Said option may be exercised
only by written notice giver to Unit Ozerator end 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 Froduction from Producing Well.

ARTICLE 28
SURRENDER

26.1 Release froin Obligations. At any time after the Driiling of the 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 obligution under this agreemsnt 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 7ntcrests and its entire interest under this agreement by giving to
such Party a written notice of election so to do within thirty (30) days after receipt of the initial notice. If such
election is made within said period the Party or Parlies taking the assignment ghall pay to the assigning Party its
ghare of the Salvage Value of any salvable malerials 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. If such assignment is taken by more
than one Party the Committed Working Interest thereby scquired by them shall be apportioned among such Parties
in proportion to their participating interests among themselves. If no Party elects to take such assignment within
sajd 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. Comiitted 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 Pariy covering lands outside a vparticipating area be surrendered, whether or not legal titie 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 suck Comrniited Working Interest. The other Parties, or any of
them, shall have the right at their option to take trom 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 intersst 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. If 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 Valve of any salvable materials and equipment
owned by the Partles 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 interest, such payment to be made on receipt of an assignment from the assigning Party of its said interest.
If 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. If such
contraction i8 not effected within thirty (30) dayes afler expiration of the time limited for election to take an
assignment as above provided then the Parties shall be deesmed 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 it if 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, from 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 2%
SEGREGATED LANDS

27.1 Exclusion From Agreement. Whenever any lands within the Unit Area become Segregated Lands in
accordance with Seetion—14-8—dealing—with—Iaffeot—ef—Option Ansignmont—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 Seetien—iir8—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
Irterest 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 it had immediately prior to such assignment.

27.3 Operation of Lands Segregated by Assignment. All operations on lands which become Segregated Lands
by reason of assignment pursuant to Sectiong 44:8—snd 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 if 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 if 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. All operations on lands which become Segregated Lands by rea-
son of surrender and whith 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. All 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 in 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. Ehe

.29.2 No Partnership Created.

them-liable-as—partnors—or—associates— See Page . /
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 in
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 it.
. 80.2 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 IN 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 exeputing it 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 it 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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ARTICLE 34
EFFECTIVE DATE AND TERM
34.1 Effective Date. This agreement shall become effective on the effective date of the Unit Agreement,
34.2 Term. The term of this agreement shall be the same as the term of the Unit Agreement.

34.3 Effect of Termination. Termination of this agreement shall not relieve any Party of its obligations accrued
hereunder before such termination. Notwithstanding termination of this agreement the provisions hereof relating
to the charging and payment of Costs and the disposition of materials and equipment shall continue in force
until all materials and equipment owned by the Parties have been disposed of and until final accounting between
Unit Operator and the Parties. Termination of this agreement shall automatically terminate all rights and interests
acquired by virtue of this agreement in lands within the Unit Area except such transfers of Committed Working In-
terests as have been evidenced by formal written instruments of fransfer.

34.4 Effect of Signature. When this agreement is executed by two Parties, execution by each shall be deemed
consideration for execution by the other and each Party theretofore or thereafter executing this agreement shall
thereupon become and remain bound hereby until the termination of this agreement. However, if the Unit Agreement
does not become effective within twelve (12} months from and after the date of this agreement then at the expira-
tion of said period this agreement shall terminate.

ARTICLE 35
SUBSEQUENT JOINDER

35.1 Prior to the Commencement of Operations. Prior to the commencement of operations under the Unit
Agreement, all owners of Working Interests in the Unit Area who have joined in the Unit Agreement shall be privi-
leged to execute or ratify this agreement, except as otherwise provided in Section 11.12 which deals with Joinder by
True Owner.

35.2 After Commencement of Operations. After commencement of operations under the Unit Agreement, subse-
quent joinder in the Unit Agreement and in this agreement by any owner of Working Interest in land within the
Unit Area who is not a Party shall be permitted upon such reasonable terms and conditions as may be approved
by the Parties.

ARTICLE 36

WITHDRAWAL OF TRACTS

36.1 Restriction. No Party shall withdraw a tract from the Unit Area except with the written Approval or Direc-
tion of the Parties.

36.2 Required Withdrawal, If the owner of any substantial Lease Burden in a tract within the Unit Area fails to
join in the Unit Agreement, upon Direction of the Parties in writing such tract shall be withdrawn from the Unit
Area in accordance with Section 29 of the Unit Agreement, provided the time for such withdrawal has not expired.
In such event if any Party or Parties owning a Committed Working Interest in such tract provide such indemnity as
may be approved in writing by all other Parties, the Party or Parties owning Committed Working Interest in such
tract shall not be required to withdraw it from the Unit Area.

36.3 Action Before Effective Date. Any Approval or Direction provided for in this article may be given before the
effective date of this agreement by the Parties who have executed the same,

ARTICLE 37
RIGHT OF APPEAL

37.1 Not Waived. Nothing contained in this agreement shall be deemed to constitute the waiver by any Party
of any right it would otherwise have to contest the validity of any law or any order or regulation of governmental
authority (whether federal, state or local) relating to or affecting the conduct of overations within the Unit Area or
to appeal from any such order.

ARTICLE 38

OTHER PROVISIONS
Other provisions, if any, are:

ARTICLIE 1
1.19 EXHIBITS. The following exhibits are Incorporated herein by reference:

A, Exhibits "A'" and "B" of the ﬁnit Agreement.

B. Exhibit "1", attached hereto, is a descriptlion of the unit area, a state-
ment of the Pérticipating and Beneficial Interests of each Pariy, 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 prevall.

D. Exhibit "3", attached hereto, contains the location of the initial test
well, the depth to which the initial test well i1s to be drilled, the
manner in which the costs and expenses of drilling, testing and completing
or plugging and abandoning the Initial test well are to be shared by
certain of the Parties, and the title examination area for the initial

test well.
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E. Exhibit "5", attached hereto, containe 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
"Er, Whenever in this agreement reference is made to any of sald exhibits. such
reference shall mean said exhibits as originally attached hereto or incorporated herein,

but If the same have been revised. it shall mean the latest revicion thereof.

ARTICLE

3.1 TREATED AS _FASED. If a Party signatory to this agreement owns in fee all or
any part of the oil and gas rights ir any tract within the Unit Area which 1s not subject
to any oil and gas lease, or other contract in the nature thereof, such Party shall be
deemed to own a Sommit*ted Working Tnterest in such tract to the extent of 7/8 of its
interest therein and a royalty interest with respect to the remaining 1/8 interest
therein.

ARTTE 8

8.3 NON-LIARTLT™Y. TUnit Operator shall not be liable to any other Party far any-
thing done or omitted to be done by it in the conduct of operations hereunder except that

Unit Operator shall be solely responsible for any and all damages resulting from the

9.4 NON-DISIRIM'MNATION. In connection with the performance of work under this

agreement, the lnit 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; recruiimen® or recruitment advertising, layoff or termination; rates of pay

or other formz of compensation; and selection for training, including apprenticeship.

Urit Operator agrees to post hereafter in comepicuous places, available for employees and
applicants for employment, notices to be provided by the contracting officer setting

forth the provicions of the nondiscrimination clauce.



ARTICIE 22

22.3 TRANSPORTATION FACILITIES., Unit Operator agrees for itself and any successor
Unit Operator hereunder that should it, 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 it 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 oil, gas
or other substances produced from the unit area, then in any such event Unit Operator
shall at the request of the Parties jointly 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 Mef. as production of Unit

Operator or such successor Unit Operator shall be transported.

ARTICLE 24

24.1 PARTTAL TRANSFER. For the purpose of maintaining uniformity of ownership in
the oil and gas leasehold interests covered by this agreement, and notwithstanding any
other provisions to the contrary, no Party shall sell, encumber, transfer or make other
disposition of its interest in the leases embraced within the unit area and in wells,
equipment and production unless such disposition covers either:

(1) the entire interest of the Party in all leases and equipment and produc-
tion; or |

(2) an equal undivided interest in all leases and equipment and production
in the unit area.

Every such sale,; encumbrance, transfer or other disposition made by any pariy shall
be made expressly subjéct to this agreement with assumption of obligations hereunder in
writing by the assignee or transferee and shall be made without prejudice to the rights
of the other parties.

If at any time the iInterest of any Party is divided among and owned by four or more
co-owners, Unit Operator may, at its discretion, require such co-owners to appoint a
single trustee or agent with full authority to receive notices, approve expenditures,
receive billings 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, all such co-owners
shall enter into and execute all contracts or agreemenis for the disposition of their
respective shares of the oll and gas produced from the unit area and they shall have the
right to receive, separately, paymeni of the sale proceeds thereof.

Notwithstanding the foregoing provisions, after the Drilling of the Initial
Test Well or Wells and prior to discovery of Unitized Substances in paying quantities
any Party shall have the right, without obtaining the Approval of +the Parties, to
transfer a portion of its Commitited Working Interest under a farmout arrangement, in
consideration of the Drilling of a well within the Unit Area free of expense to the
other parties; but, provided, further, that any Party which has availed itself of the
provisions of Article 14 and has received negative responses from all Parties to its
notice of proposed drilling, may elect to cause said proposed well to be drilled under
a farmout arrangement in lieu of incurring the obligation of being the sole Drilling
Party, in which event the Party so electing shall first comply with the provisions of
the first paragraph of Section 24.5, and if no other pariy exercises its right to acquire
the interests offered to be farmed out, the Party desiring 1o farmout shall be permitted
to proceed with its arrangement with the Party desiring to farmout and the Farmoutee
constituting the Drilling Party; and if the well drilled pursuant to such farmout arrange-
ment 1s completed as a producer of Unitized Substances, then the provisions of Section 16.7

as modified by Section 14.2 shall apply.

ARTICIE 29

29.1 LIABILITY. Fach Party shall be individually responsible gnly for its own
obligations as set out in this agreement and shall be liable only for iis proportionate
share of the costs, expenses and liabilities as hereln stipulated. Except with respect
to damages arising from loss of title to a tract and damages arising from operations
conducted for less than all 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 liability to any third person, asserted upon the ground that
operations under this agreement have resulted in or will result in any loss or damage
to such third person, to the extent, but only to the extent, that such claims or 1iability

is asserted against such other Party in an amount in excess of such other Party's share



of such claim or liability corresponding to the latter's Pariticipating Interest; it being
the intention of the Parties that any claim of or liability to sny third person asserted
upon the ground that operations under this agreement have resulted in, or will result inm,
any loss or damage to such third person shall be borne by all Parties in proportion to
their respective Participating Interests.

29.2 NO PARTNERSHIP CREATED. The duties, obligations and liabilitles 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 profit or a trust
between or among the Partles. FEach Party hereby elects that it 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 1s hereby authorized and directed to
execute on behalf of each Party such additional or further evidence of saild 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 in the execution thereof.

IN WITNESS WHEREQF, this agreement has been executed by the undersigned parties as

of the day and year first above written.

HONOLULU OIL CORPORATION

Date: By.

President
ATTEST:

Secretary
Address: P.0O. Drawer 1391
Midland, Texas

UNIT OPERATOR AND WORKING INTEREST
OWNER

Date:

Donald B. Anderson

Address: Box 660
Roswell, New Mexico



Date:

Date:

Date:

Date:

Date:

Date:

THE BRITISH-AMERICAN OIL PRODUCING COMPANY

By

Vice President
ATTEST:

Secretary
Address: P.Q. Box 749
Dallas 21, Texas

Fred M. Cassidy

Address: P.0. Box 96
Midland, Texas

CITIES SERVICE OIL COMPANY

By

Attorney-in-Fact
Address: (ities Service Bldg.
Bartlesville, QOklahomg
GULF OIL CORPORATION

By

W. A. Shellshear, Attorney-in-Fact
ATTEST:

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

HONDO OIL & GAS COMPANY

By

ATTEST:

Address: Box 660
Roswell, New Mexico

SINCLAIR OIL & GAS CQMPANY

By

ATTEST:

Address: P.0. Box 1470
Midland, Texas

e N 2



Date:

Date:

SUNRAY MID-CONTINENT OIL CQMPANY

By

Vice President
ATTEST:

Secretary
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



EXHIBIT

Hlll

Attached to and made a part of North Mullis
Unit Operating Agreement, County of Chaves,

State of New Mexico, dated March 15, 1960

Descripiion of Unit Area

DESCRIPTION OF UNIT AREA

STATEMENT OF PARTICIPATING AND BENEFICIAL, INTERESTS

The Unit Area is comprised of the following lands situated in the County of
Chaves, State of New Mexico:

All of Sections 33 and 34, Townshilp 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 1/2 SW 1/4) of Section 3 and the Northeast Quarter
(NE 1/4), the East Half of the Northwest Quarter (E 1/2 NW 1/4)
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

Party

Donald B.
Anderson

Total

British
American
Total

Fred M.
Cassidy
Total

Cities Service

Total

Gulf

Total

Hondo

Total

Honolulu

Total

Sinclair
Total

Tract Lease

Acres

Percentage

No. Burdens Participating Beneficial Participating Beneficial
7 13.50 40.00 34.60000 1.99830 2.01202
12 12.50 40.00 35.00000 1.99830 2.03528
10)
13) 12.50 53.52 46.83000 2.67373 2.72320
15)
133.52 116. 43000 6.67033 6.77050
1 16.00 80.00 67. 20000 3.99660 3.90773
3 15.50 40.00 33, 80000 1.99830 1.96550
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)
1091.04 933.43900 54,. 50567 5428023
10 12.50 20.00 17. 50000 .99915 1.01764
20.00 17. 50000 .90891 5 1.0176.4



Party
Sunray Mid-
Continent

Total

Texas Pacific
Total

Total (Unit)

Recapitulation of Participating and Beneficial Percentages

Tract Lease

Acres

No. Burdens Participating Beneficial

Percentage
Participating Beneficial

14 12.50 80.00 70.00000 3.99660 4.07056
10)

13) 12.50 7.14 6.24750 . 35670 . 36330
15)

87.14 76.24750 4.35330 4. 43386

11 12.50 160.00 140.00000 7.99321 8.14111

160.00 _140.00000 7.99321 8.14111

2001.70 1719. 66650 100.00000 100.00000

Party

Donald B. Anderson

British American
Fred M. Cassidy
Cities Service

Gulf
Hondo
Honolulu
Sinclair

Sunray Mid-Continent

Texas Pacific

Total

Percentage

Page 2 of Exhibit "1v

Participating Beneficial
6.67033 6.77050
5.99490 5.87323
3.99660 3.'77980

. 49958 . 50882
6.99405 7.12348
7.99321 8.07133

54, 50567 54.28023

.99915 1.01764
4.35330 4. 43386
7.99321 8.14111

100.00000 100.00000
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EXHIBIT oM PASO-T-1955-2
Attached to and made a part of .. UNIT OPERATING AGREEMENT

ACCOUNTING PROCEDURE

(UNIT AND JOINT LEASE OPERATIONS)

I. GENERAL PROVISIONS
Definitions
“Joint property” as herein used shall be construed to mean the subject area covered by the agreement to which this *Accounting 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 for the
joint account of the parties hereto.

“Non-Operator” as herein used shall be construed to mezn any onc or more of the non-operating partics.

Statements and Billings

Operator shall bill Non-Operator on or before the last day of each month for its proportionate share of costs and expenditures during the preced-
ing month. Such bills will be accompanied by statements, reflecting the total costs and charges as sct forth under Subparagraph R 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 follows:

(1) Detailed statement of material ordinarily 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 of the nature thereof;

and
(3) Detailed statement of any otl’:er charges and credits.

Payments by Non-Operator

Each party shali pay its proportion of all such bills within fifteen (15) days after reccipt thereof. If payment is not made within such time, the
unpaid balance shall bear interest at the rate of six per cent (6%) per annum until paid. ’

Adjustments

Payment of any such bills shall not prejudice the right of Non-Operator to protest or question the correctness thereof. Subject to the exception
noted in Paragraph $5 of this section I, all statements rendered to Non-Operator by Operator during any calendar year shall conclusively be presumed
to be true and correct after twenty-four (24) months following the end of any such caMndar year, unless within the said twenty-four (24) month
period Non-Operator takes written exception thereto and makes claim on Operator for adjustment. Failure on the part of Non-Operator to make
claim on Operator for adjustment within such period shall establish the correctness thereof and preclude the filing of exceptions thereto or making
of claims for adjustment thereon. The provisions of this paragraph shall not prevent adjustments resulting from physical inventory of property as
provided for in Section VI, Inventories, hereof.

Audits

A Non-Operator, upon notice in writing to Operator and all other Non-Operators, shall have the right to audit Operator’s accounts and records
relating to the accounting hereunder for any calendar year within the twenty-four (24) month period following the end of such calendar year, pro-
vided, however, that Non-Operator must take written exception to and make claim upon the Operator for all discrepancies disclosed by said
audit within said twenty-four (24) month period. Where there are two or more Non-Operators, the Non-Operators shall make every reasonable
effort to conduct joint or simultaneous audits in 2 manner which will result in a minimum of inconvenience to the Operator.

II. DEVELOPMENT AND OPERATING CHARGES
Subject to limitations bereinafter prescribed, Operator shall charge the joint account with the following items:

Rentals and Royalties

Delay or other rentals, when such rentals are paid by Operator for the joint account; royalties, when not paid directly to royalty owners by the
purchaser of the oil, gas, casinghead gas, or other products.

Labor

A. Salaries and wages of 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 directly employed on a drilling well.

B. Operator’s cost of 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 II. 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 II. If 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 authority which are applicable to Operator’s labor
cost of salaries and wages as provided under Subparagraphs 2 A, 2 B, and Paragraph 11 of this Section 1L

Employee Benefits

Operator’s current cost of established plans for employees’ group life insurance, hospitalization, pension, retirement, stock purchase, thrift, bonus,
and other benefit plans of a like nature, applicable to Operator’s labor cost, provided that the total of such charges shall not exceed ten per cent
(10%) of Operator’s labor costs as provided in Subparagraphs A and B of Paragraph 2 of this Section II and in Paragraph 11 of this Section II
Material

Material, cquipmknt, and supplies purchased or furnished by Operator for use of the joint property. So far as it is reasonably pracrical and con-
sistent with efficient and economical operation, only such material shall be purchased for or transferred to the joint property as may be required for
immediate use; and the accumulation of surplus stocks shall be avoided.

Transportation

Transportation of employees, equipment, material, and supplies necessary for the development, maintenance, and operation of the joint property
subject to the following limitations:

A. If material is moved to the joint property from vendor's or from the Operator’s warehouse or other properties, no charge shall be made to the

joint account for a distance greater than the distance from the nearest reliable supply store or railway receiving point where such material is
available, except by special agreement with Non-Operator. )
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11.

12.

B. If 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 Non-Operator. No charge
shall be made to the joint account for moving material to other propetties belonging to Operator, except by special agreement with Non-Operator.

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 5 of Section III entitled “Operator’s Ex-
clusively Owned Facilities.”

Damages and Losses to Joint Property and Equipment

All 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.

Litigation Expense

All costs and expenses of litigation, or legal services otherwise neccessary or expedient for the protection of the joint interests, including attorneys’

fees and expenses as hereinafter provided, together with all judgments obrtained 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 claun prosecuted or urged against the joint account or the subject matter of this agreement.

A. If 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.

Taxes

AH 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.

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. If 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.

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.... . #& and O ce

office located at or near ... B s (or a comparable office if 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 if 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 licu of depreciation on the investment. Such

charges shall be apportioned to all properties served on SRR T A PO O RS IR PG

a well basis, one (1) drilling well being equivalent to six (6) producing wells. The
total District and Camp Expense per producing well unit shall not exceed $55.00 per
month.

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 licu of all expenses of all offices of the Operator not covered by Section II, Paragraph 11, 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 II, Paragraph 2, above. Salaries and expenses of other technical employees as-
signed to such offices will 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
DRILL;P:?EWELL (Use Completion Depth)

All Wells
Weli Depth Each Well First Five Next Five Over Ten

All Depths ) $350 i $50 $u5 $40

A. Overhead charges for drilling wells shall begin on the date each well is spudded and terminate when it is on production or is plugged, as the
case may be, except that no charge shall be made during the suspension of drilling operations for fifteen (15) or more consecutive days.

B. 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, shail 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.

-—D
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(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 drill-
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 full
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 prdducing will 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 wells 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. It 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. If at any time any or all of these become necessary to the operation, a separate agreement will 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 if, in practice, they are
found to be insufficient or excessive,

Operator’s Fully Owned Warehouse Operating and Maintenance Expense
(Describe fully the agreed procedure to be followed by the Operator.)

No direct costs. Charges 10 be included in

14.

3.

4.

Other Expenditures

Any expenditure, other than expenditures which are covered and dealt with by the foregoing provisions of this Section II, 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
Purchases

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

Material Furnished by Operator

Material required for operations shall be purchased for direct charge to joint account whenever practicable, except that Operator may furnish such
material from Operator’s stocks under the following conditions:
A. New Material (Condition “A”)

(1) New material transferred from Operator’s 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 will include material such
as tanks, pumping units, sucker rods, engines, and other major equipment. Tubular goods, two-inch (2”) and over, shall 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 shall 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 recciving point nearest the joint account operation where such material is available.

(3) Cash discount shall not be allowed.

B. Used Material (Condition “B” and “C”)

(1) Material which is in sound and 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 will be further serviceable for original function as good secondhand material (Condition "“B”), or
(b) Ts serviceable for original function but substantially not suitable for reconditioning,
shall be classed as Condition “C” and priced at fifty per cent (509¢) 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.

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 III 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-writing 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 right,
by so electing and notifying Operator wichin 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. 1If, 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.

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-
it shall not be passed until adjustment has been received by Operator from the manufacturers or their agents.

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 fully owned machinery or equip-
ment whick 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 if performed by outside service laboratories.

Whencver 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 LEASE 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 from 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 the month in which the
material is removed by the purchaser.
Division in Kind
Division of material in kind, {f made becween Operator and Non-Operator, shall be in proportion to their respective interests in such material. Each

party wiil thereupon be charged individually with the value of the material received or receivable by cach party, and corresponding credits will be
made by the QOperator 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
from vendee. Any claims by vendee for defective material or otherwise shall be charged back to the joint account if and when paid by Operator.

V. BASIS OF PRICING MATERIAL TRANSFERRED FROM JOINT ACCOUNT

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

New Price Defined

New price as used in the following paragraphs shall have the same meaning and application as that used above in Section III, “Basis of Charges to
Joint Account.”

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 if any).

Good Used Material

Good used material (Condition “B”’), being used material in sound and serviceable condition, suitable for reuse without reconditioning:

A. At seventy-five per cent (75%) of current new price if material was charged to joint account as new, or

B. At sixty-five per cent (65%) of current new price if 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 fifty per cent (509) of current new price, being used material which:
A. Afcer reconditioning will be further serviceable for original function as good secondhand material (Condition “B"), or
B. Is serviceable for original function but substantially not suitable for, 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 will 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 furnish 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 aidjustments shall be made by Operator with the joint account for overages and shortages, but Operator shall be held accouncable 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 it shall
be the duty of the party selling to notify all other parties hereto as quickly as possible after the transfer of interest takes place. In such cases, both
the scller and the purchaser shall be represented and shall be governed by the inventory so taken.
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EXHIBIT "3"
Attached to and made a part of North Mullis

Unit Operating Agreementi, County of Chaves,
State of New Mexico, dated March 15, 1960

INITTAT, TEST WELL

A. Location. The initial test well shall be drilled at a location in the
NE 1/4 SE 1/4 of Section 33, Township 14 South, Range 29 East, N.M.P.M.

B. Depth. The initial test well shall be drilled conformably with the terms
of Article 9 of the North Mullis Unit Agreement.

C. Costs. All costs and expenses incurred in connection with initial test well,
ineluding drilling, testing, and completing through the flow line, if a pro-
ducer, and plugging and abandoning, if a dry hole, shall be shared by the
followlng parties in the respective percentages set opposite their names:

Donald B. Anderson 17.33727%
British American 5.99490
Fred M. Cassidy 3.99660
Honolulu 58.96887
Sinclair .99915
Sunray Mid-Continent 4. 71000
Texas Pacific 7.99321
100.00000%

D. Title Examination Area. The title examination area for the initlal test
well shall be the SE 1/4 of Section 33, Township 14 South, Range 29 East,
N.M.P.M.
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EXHIBIT "5"

Attached to and made a part of North Mullis
Unit Operating Agreement, County of Chaves,
State of New Mexico, dated March 15, 1960

INSURANCE

For QOperations 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 workmen's
compensation laws of the State of New Mexico, including employer's
liability.

(b) Comprehensive General liability insurance: In amounts of $500,000.00
for injuries to ome 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, it being expressly understood and agreed
that the first $25,000.00 of property damage llability shall be
uninsured.

(e) Automobile public liability and property damege insurance: In amounts
of $500,000.00 for injuries to one person, $1,000,000.00 for injuries
in one accident and $5,000.00 basic property damage with $1,100,000.00
in excess of $25,000.00. It is understood and agreed that $20,000.00
in excess of $5,000.00 shall be uninsured.

For Contracted QOperations: The Unit Operator shall require its 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 in 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 is
described within the attached Agreement, dated March 15, 1960 .,
which has been executed or Is to be executed by parties owning and
holding oil and gas leases and royalty interests in and under the
property described, and upon examination of said Agreement, the Com~
missioner finds:

(a) That such agreement will tend to promote the
conservation of o0il and gas and the better
utilization of reservoir energy in said area.

(b) That under the proposed agreement the State
of New Mexico will recelve its fair share of
the recoverable o0ll or gas in place under its
lands in the area.

(¢) That each beneficiary Institution of the State
of New Mexico will receive its fair and equi-
table share of the recoverable oil and gas
under 1ts lands within the area.

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

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

IN WITNESS WHEREOF, this Certificate of Approval is executed,
with seal affixed, this _jjth day of May 19 60__»

T T e

Commissiocner of Public Lands
of the State of New Mexico




EFCRE EXAMINER UTZ

OlL COMELRVATIOH COMMISSION
: il EnkisiT O, (__0_

UNIT AGREEVENT CAsE NO._ 192 ¢

FOR THE DEVELOPMENT AND OPERATION OF THE
NORTH MULLIS UNIT AREA
CHAVES COUNTY ~ NEW MFXICO

No.

THIS AGREEMENT, entered into as of the 15th day of March, 1960, by and between
the parties subscribing, ratifying or consenting hereto, and herein referred to as
"parties hereto",

WITNESSETH:

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

WHEREAS, the Mineral lLeasing Act of February 25, 1920, 41 Stat. 437, as amended,
30 U.S.C. Secs., 181, et seq., authorizes Federal lessees and thelr representatives
to unite with each other; or jointly or separately with others, in collectively adopting
and operating under a cooperative or unit plan of development or operation or any oil
or gas pool, field 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 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 1t covers and includes
lands and mineral interests of the State of New Mexico; and

WHEREAS, the 0il 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 sufficlent interests iIn the North Mullis Unit
Area covering the land hereinafter described to give reasonably effective control of
operations therein; and

WHEREAS; it is the purpose of the parties hereto to conserve natural resources,
prevent waste and secure other 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 Teasing Act of February 25, 1920,

as amended, supra, and all valid peritinent regulations, including operating and unit plan
regulations, heretofore issued thereunder or valid, pertinent, and reasonable regulations
hereafter issued thereunder are accepied 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 oil and gas operating regulations in effect as of the
effective date hereof governing drilling 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 tracitis 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 oil and gas
interests in all land in the unit area. However,; nothing herein or in said schedule
or map shall be construed as a representation by any party hereto as to the ownership
of any interest other than such interest or interests as are shown 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 O0il and Gas Supervisor, hereinafter referred to as "Supervisor",
or Commissioner of Public Lands, hereinafter referred to as "Commissioner" and not
less than six coples of the revised exhibits shall be filed with the Supervisor,
and at least one copy shall be filed with the Commissioner and one copy with the
New Mexico 01l 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 ahal?l he aefferted in the followine manners



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

(b) Said notice shall be delivered to the Supervisor, 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 will be allowed for submission to the Unit Operator of any objections.

(¢) Upon expiration of the 30-day period provided in the preceding item
(b) hereof, Unit Operator shall file with the Supervisor, 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 filed with the Unit Operator, together with an
application in sufficient number, for approval of such expansion or contraction and
with appropriate joinders.

(d) After due consideration of all 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) All legal subdivisions of unitized lands (i.e., 40 acres by Government
Survey or its nearest lot or tract equivalent in instances of irregular surveys;
however, unusually large lots or tracts shall be considered in multiples of 40 acres,
or the nearest aliquot equivalent thereof, for the purpose of elimination under this
subsection), no parts of which are entitled to be in a participating area within
5 years after the first day of the month following the effective date:of the first
initial participating area established under this unit agreement, shall be eliminated
automatically from this agreement, effective as of the first day thereafier, and such
lands shall no longer be a part of the unit area and shall no longer be subject to
this agreement, unless at the expiration of said 5-year period diligent drilling
operations are in progress on unitized lands not entitled to participation, in which
event all such lands shall remain subject hereto for so long as such drilling operations
are continued diligently, with not more than 90 days' time elapsing between the com-

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



time allowed between such wells shalil not expire ezriier than 30 days after the
expiration of =ny period of time during which drilling operations are prevented

by & matter beyord the reasonable conirol of Unlt Operator as set forth in the
gsection hereof entitled "Unavoidatle Delay": provided that all legal subdivisions of

ntitled to become participaitiing under the

0]

lands not in a participating area and not
applicable provisions of this agreement witkin 10 years after sald first day of the
month following the effective date of =zald firet initial pariticipating area shall be

eliminated as zbove specified. Tetermination of creditable "unavoidable delay" time

shall be made by Unit Operator and subject to approvzl of the Director and Zommissioner.

The Unit Operator chulli, within 90 dzy:s after the effective date of any elimination
hereunder, describe the area =o eliminated to the savisfaction of the Director and
Commissioner and promptly notify all parties in interest.

If conditions warrant extenzion of the 1C-year period specified in this Sub-
section 2 (e), 2 single extension of not to exceed 2 years may be accomplished by
consent of the owners of 9C% of the current unitized working interests and 60% of the
current unitized bacic royalty interects /exclucive of the basic royalty interests

of the United Stztes), on a total nonperticipating-ascreage basis, respectively, with
gpproval of the Director and Commissioner, provided such extension application is
cubmitted to the Nirector and the Jommissioner not later than 60 days prior to the
expiration of said i0-year period.

Any expansion of the unit area pursuani to thic section which embraces lands
theretofore eliminated pursuan® to this Subsection 2 e} shall not be considered
automatic commitment or recommitment of such lands,

3.0 UNZ7ZED saNe AND UNZT ZED SUBSTANCES: A1l land commitited to this agree-

ment shall conciitute land referred to herein so "unitized land' or "land subject to

this agreement " All oil and gas 1n any and all formations of the unitized land are

unitized under the terms of this agreemernt ard herein are called "unitized substances.,

4. UNIT QOFFRATOR: ECNIIULU 271 OORFOSATTON, a Delaware corporation with
2

offices at Midlend, exas, i¢ hereby derignated as Unit Operator and by signature
hereto as Unit Cperator agrees and concents 1o accept the duties and obligations of
Unit Operator for the discovery, development, and production of unitized substances
28 herein provided. Whenever reference iz made nerein to the Unit Operator, such

reference mean:s the Unit Operator acting in that capacity and not as an owner of

"



interests in unizized ~ubstarces,; and the term "working interest owner" when used
herein shall irclude or refer “c Unit Cperator =it the owner of a working interest

when such an interest 1g owned by 17,

5. RESIGMATION QR FEMOvA~, OF UNTY QUFRA S

Unlt Operator shall have the

right to resign at any time prior 1o the estavlishment of u participating area or

tecome effective €0 25 1o release

areas hereunder, but such resignziion =
Unit Operator from the duties =nd onligation=z of Unit Operator and terminate Unit
Operator's rights ag such for o period of oix months afler notice of intention to
resign has beer served by Unit Operztcr on all working interest owners, the Director

and the Commisci gnd tne Jommigsion; snd urtil all wells then drilled hereunder

are placed in =« cat cordition for sus sion or sbandonment whichever is
required by the Supervicor as to Federal izands and the Commission as to State and
privately owned lands, unleas a new Unit Operztor shall have been selected and
approved and snpall have taken over zrnd assumed thne duties and obligatione of Unit
Operator prior to the expiration of sxid period.

Unit COperztor chall have the righ®t to resign in like manner and subject to

like limitations az above provided u% any %ime a4 particlpating area established

hereunder is in existence, tut, nces of resignation or removal, unzil

z succesasor Unli Operator is selected and approved s herelnafter provided, the

]

working interest owners shall bhe joinily responcibtle for performance of the duties
3}

of Unit Operator, and : rot later than 30 daye before such resignation or
removal becomes effective appoint a common zgent tc represent them in any action to
be taken hereunder.

The resignatiion of Unit Operwior rhall not relesse Unii Operator from any
liability for sny default by i1 hercunder occurring prior to the effective date of
its regignation.

feay)

e Unit Operator may, upon default or failure in the performance of its
duties or obligztlions hereunder, be stk ject to removal by the same percentage vote
of the owners of working interssts determined in like manner as herein provided for
the selection of a new Unit Operator. Such removal snall be effective upon notice
thereof %o the Director and the Commissioner.

The resignztion or removal of Unit Operator under this asgreement shall not

terminate ite right. title, or interest zg the owrner of a working interest or other



interest in unitized subitances, bul ypon the resignation or removal of Unit Operator
becoming effective. such Lnlt Cperator £hail deliiver possession of all equipment,

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

working intereet owners to the new duly guzlified successor Unit Operator or to the
owners thereof if 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 cof any materizl, eguipment and appurtenances needed for the
preservation of any wells,

6. SUCCESECE UNIT OrfRA 0R:  Whenever the (nit Operator shall tender his

or its resigrnation as Unit Operator or shall be removed as hereinabove provided, the
owners of the working interests 1n the parvicipating area or areas according 1o
their respective acresge interests in such participating area or areas, or, until

a pzriicipating zsrea chall have been established, the owners of the working interests
according to thelr respectlive acreage interests in a1l unitized land, shall by

-
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ma jority vote sel a cuccessgor bnit Operator; Provided, That, if a majority but
J s

less than 757 of —he working interests gualified to vote are owned by one party to
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e
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agreement, z concurring vote of one or more additional working interest owners
shall be required to celect a new operator. Such cselection shall not become effective
tnit Operator so selected shall accept in writing the duties and responsi-
bilities of Unit Cperator, and {b! the selection shzll have been approved by the

Director and the Commiss:

f no succesgsgor (nit Operator is selected and quali-
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rovided, the Director znd the Jommissioner at their election may
declizre this Lnit Agreement fTermirated.

7. A QUMD IAC PROVIGICNG AND UNZT OPERATING AGRIEMENT: If the Unit Operator

[

s not the scle owner of working interecis, cosls and expenses incurred by Unit

Operavor in conducting unit operations hereunder shzll be paid and apportioned among

and torne by the owners of working interests, all in accordance with the agreement

or agreements entered into Ly and between the Unit Cperator and the owners of working

interests, whether one or more, geparately or collectively. Any agreement or agree-
ments entered irto tetween the working interest owners and the Unit Operator as

provided in this rfectiion, whether one or more, are herein referred to as the "unit

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

“inge Interest owrners chaill be entitled to receive their resnective




proportionate and silocated share of the benefliis azccruing hereto in conformity

th their underlying operating zgreements, leases, or other independent contracts,
and such other rights and cbligzilions as tetitween Lnilt Cperator and the working
interest owners as may be azgreed upon by trnit Operator and the working interest
owners; however, no such unit operating sgreement snall be deemed either to modify any
Agreement or to relieve the Unit Operator
of any right or obligation esistlished urder this Unit Agreement, and in case of any
inconsistency or conflict between the unit agreemen® and the unit operating agreement,
this Unit Agreement shzil prevail. “Three true copies of any unlt operating agreement
executed pursuant to ithls sectlon chould ve filed with the Supervisor, and one true

of this egreement by the Director.

-

copy with the Commisslioner, prior to approva

8. IGHETS AND OBT.TGATTONS OF UNI: OPERATOR: Except as otherwise specifically

provided herein, the exclusive right, privilege, and duty of exercising any and all
rights of the parsies heretc 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 init Operator as herein provided.
Accepiable evidence of title %o szid rigats shail be deposited with said Unit
Operator and, together with this agreemsnt, shail constitute and define the rights,
privileges, znd obligations of Unit Operaior. Nothing herein, however, shall be

construed to transfer title to zry lznd or to z2ny lease or operating agreement, it

ct

being understood thaet under thie agreement the Unit Operator, in its capacity as
Unit Cperator, shall exercice the righte of poscession and use vesied in the parties

hereto only for the purposes hersin specified.

9, DRILINC 0 DISICLER: . Within 4 months after the effeciive date hereof,

Unit Operator chall begin to drill an sdeguate test well at a location approved by
the Supervisor, if on Federzl “azrd. or by The Jommissioner if on State Land, or by
the Commissior if on privately owred land, unless on such effective date a well is
being drilled conformebly with the terms hereof, and thereafter continue such

drilling dil until the Devonian formation has been tested or until at a lesser
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depth unitized substances shall be discovered which can be produced in paying
quantities {to-wit: quantities sufficient to repay *the costs of drilling, and pro-
ducing operations, with a reasonzble profit), or *the Unit Operator shall at any

time establi-L to the satisfaction of the Supervisor if on Federal Land, the



SO Tate tand  or the Uomniiclon 1f on privately owned land, that

forther dArillirg of ~ald well would te unwarranted or lmpracticable, provided,

in a7y event be reguired to drill saild well
L7ril ke discovery of = deposit of unitized
in poying guarntities; the Lnit Operator shall

ime  =llowing not more than 6 months between

the completicn of one well arnd the cteginning of the next well, until & well capable

O

vantities is completed to the satisfaction

W

commiseioner if on State land, or the

il it i¢ reasconably proved that the
nitized o.Tetances 1 paying quantitles in

“he formatior drilled here.nder. -o7tning in “his :rectlon =hall be deemed Lo 1limit

~he right of the (it Jperezor To rerigrn a< provided in Section 5 hereof, or as
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regulring Unit Tperat any drilling during the period

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

of “his secticn.  The Nirector and the ommissiorner mey modify the drilling require-

ments of thi. &:zlion oy granting rezronatle extensions of Time when, in thelr

of this section, the

to the Unit Operator, and

gach working interesT owner, Llenfe2, znd _erzcr at their last known addreszses, declare

10, B4 DF TURTEES CEye MANEAT oA 2TTtarT0.: Within 6 months after com-

. brtances in payling quantities,

of *ne Supervisor and the Commissioner

for the unitized land which., when
aprprered by the Sorerpvisor amd “he Lommi <foner, shall constitute the further
Igation. ¢f =he it Dperztor under *this agreement for the
pericd specified therein  Thereaf-er. from time to time beforethe expiration of any
exis,Ting plan ~he (mit Operator sr=:1 :futmot for the approval of the Supervisor

-nd ~he Commis “lorer. 4 plsrn for ar additicmal specified period for the devel opment
znd operation of <he tnitized 1avd Any plan submitted pursuant 1o this section

- « . Y s

snall provide for trhe exp.oration of the iniitlzed zrea and for the diligent drilling



necessary for determinaition of zhe area or areas thereof capable of producing
unitized substances in paying quantities irn 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
0il and gas resources of the uniiized arez and shall (a) specify the number and
locetion of any wells to be drilled and the proposed order and time for such
drilling; and (b) to the extent practicable specify the operating practices
regarded as necessary snd advisable for proper conservatlon of natural resources.
Separate plans may be submitted for sepzrate productive zones, subject to the
approval of the Superviscor and the Commissioner. Sald plan or plans shall be
modified or supplemented when necessary to meet changed conditions or to protect
the interests of all parties to thie agreement. Reasonable dlligence shall be
exercised in complying with the obligations of the approved plan of development.
The Supervisor and the Jommissioner are authorized to grant a reasonable extension
of the 6-montn period herein prescribed for submission of an initial plan of
development where such action is justified because of unusual conditions or

circumstances  After completion hereunder of z well capable of producing any

n

unitized substances in paying quartities, no furiher wells, except such as may be
necessary to afford protection against operations not under this agreement or such
as may be specifically approved by tne Supervisor and the Commissioner, shall be

drilled except in =zccordance with a plan of development approved as herein provided.

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

producing unitized substances in paying quantities or as soon thereafter as required
by the Supervisor or the Zommlesicrer, the Unii Cperator shall submit for approval
by the Director and the Jommissioner, & &chedule, based on subdivisions of the
public land survey or aliquot parts thereof; of all unitized land then regarded as
reascnably proved o be productive of unitized substances in paying quantities;

all 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 forin the percentage of unitized substances to be allocated as herein
provided to ezch unitized tract in the participating area so established, and shall

govern the allocatlon of production from and after the date the participating area

-9 -



tecomes effective. A separate particzipating srea shall be established in like manner

for each separzze pool or depocit of unitized zubstances 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 owrers of all working interests in the
lands within the pariicipating areas so to be combined. on approval of the Director and
the Commissicner. The participating area or areas so established shall be revised from

- s

time to time, subject 1o like approval, whenever such action appears proper as a result
of further driliing operations or otherwice, to include additional land then regarded

as ressonably proved to be produictive im paying quantities, or to exclude land then

regarded as reasonatly proved not to te productive in paying quantities and the per-
centage of allocation shall aiso be revised zaccordingly. The effective date of any
revision shall be the first of the month in whicn 1s obtained the knowledge or informa-
tion on which such revision is predicated. provided, however, a more appropriate effective
date may be used if jaistified ty the (nit Operator and approved by the Director and the
Commissioner. No land shall be excluded from a pariticipating area on account of
depletion of the unitized substances

It is the intent of this section thet a parsicipating area shall represent the
area known or reasonably estimated to be productive in paying quantities; but, regard-
less of any revisiorn of the participating asrea, nothing herein contained shall be

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

effective date of the revigion of the participating are

o

>

In the absence of agreement at any time between the Unit Operator and the
Director and the Zommissloner as to the proper definition or redefinition of a partici-

-

peting area, or until a participating area hars, or areas have, been egtablished as
provided herein, the porition of all paymente zffected thereby may be impounded in a
manner mutually acceptable to the owners of working interests, except royalties due

the United States znd the State of New Mexizo, which shall be determined by the
Supervisor for Federal lands, the Zommissicner 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, respecsively, to be held as unearned money

1 a participating area isg finally =pproved and then applied as earned or returned

e

unt
in accordance with a determinaition of the sum due as Federal and State royalty on the

basis of such approved participating area.



Whenever it is determined, subject to the approval of the Supervisor, as 1o
wells on Federsl Land, and the Zommissioner as to wells on State Land, and the
Commission as to wells on privately owned land, that a well drilled under this agree-
ment 1s not capable of production in paying quantities and inclusion of the land on
which 1t is situated ir a participating area is unwarranted, production from such
well shall, for the purposes of settlement among all 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 = 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 in the unit operating agreement.

12. ALLOCATION OF PRODULCTION: All 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 drilling, operating,
camp and other production or development purposes, for repressuring or recycling in
accordance with a plan of development approved by the Supervisor and the Commissioner,
or unavoldably 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 it such percentage of
said production as the number of acres of such tract included in said participating
area bears to the total acres of unitized land in said participating area, except
that allocation of producticn hereunder for purposes other than for settlement of
the royalty, overriding royzlty, or payment out of production obligations of the
respective working Interest owners, shall bte on the basils prescribed in the unit
operating agreement whether in conformiiy with the basis of allocation herein set
forth or otherwise. It is hereby agreed that production of unitized substances from
a participating area shall be allocalted as provided herein regardless of whether

any wells are drilled on any particular part or tract of said participating area. If
any gas produced from one participating ares is used for repressuring or recycling
purposes in another participating area, the first gas withdrawn from such last-
mentioned participating area for szle during the life of this agreement shall be
considered to be the gas so transferred until sn amount equal to that transferred

shall be so prcdiced for sale and such gas shall be allocated to the participating
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area from which initially produced as constituted at the time of such final production.

13. DEVELOPMENT OR OPERATION OF NON-PARTICTIPATING LAND OR FORMATTIONS: 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, drill =z 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 if such location is not within said participating
area, unless within 90 days of recelpt of notice from said party of his intention to drill
the well, the Unit Operator elects and commences to drill such well in like manner as
other wells are drilled by the Uni% Operator under this agreement.

If any well drilled as aforesald by a working interest owner results in produc-
tion such that the land upon which it is situated may properly be included in a partici-
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 in accordance
with the terms of this agreement and the unit operating agreement.

If any well drilled as aforesaid by a working interest owner obtains production
in quantities insufficient to Jjustify the inclusion in a participating area of the land
upon which such well is situated, such well may be operated and produced by the party
drilling the same subject to the conservation requirements of this agreement. The
royalties in amount or value of production from any such well shall be paid as specified

in the underlying lease and agreements affected.

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

all royalty owners who, under existing contract, are entitled to take in kind a share of
the substances now unitized hereunder produced from any tract, shall hereafter be entitléd
to the right to teke 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. Seitlement for royaliy interests not faken in kind shall
be made by working interest owners responsible therefor under existing contracts, laws,
and regulations, on or before the last day of each month for unitized substances produced

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



shall operate to relieve the lessees of any land from their respective lease obligations
for the payment of any royalties due under their leases,

If gas obtained from lands not subject to this agreement is introduced into any
participating area hereunder, for use in repressuring; stimulation of production, or
increasing ultimate recovery, which shall be in conformity with a plan first 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, 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 in the operating
regulations and paid in value or delivered in kind as to all 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 all unitized subsiances allocated 1o 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
10 relieve the lessees of any land from their respective lease obligations for the
payment of any rental or minimum royalty in lieu thereof due under their leases. Rental
or minimum royalty for lands of the United States subject to this agreément shall be
paid at the rate specified in the respective leases from the United States, unless such
rental or minimum royalty is waived, suspended, or reduced by law or by approval of the

Secretary or his duly authorized representative.
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Rentals on State of New Mexico lands subject to this agreement shall be paid

at the rates specified in the respective lease

0

With respect to any commitited lease on privately owned land containing provisions
which would terminate such lease unless drilling operations were within the time therein
specified commenced upon the land covered thereby or rentals paid for the privilege of
deferring such drilling operations, the rentsls 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 until the required drilling oper-
ations are commenced upon the land covered thereby or some portion of such land is
included in a participating area.

16. CONSERVATION: Operations hereunder and production of unitized substances

shall be conducted to provide for the most economical and efficient recovery of said
substances withoult 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 fair 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 all lezses, subleases and other contracts relating to exploration,
drilling, develcpment, or operation for oil or gas of lands committed to this agree-
ment ere hereby expressly modified and amended to the extent necessary to make the
same conform to the provisions hereof, but otherwise to remain in full force and
effect; and the parties hereto hereby zonsent that the Secretary as to Federal leases
and the Commissioner as to State leases shall and esach by his approval hereof, or

by the approval hereof by hic duly authorized representative, does hereby establish,
alter, change, or revoke the driiling, producing, rental, minimum royalty, and royalty
requirements of Federal and State leases committed hereto and the regulations in
respect thereto to conform said requirements to the provisions of this agreement, and,
without limlting the generality of the foregoing, all leases, subleases, and contracts
are particularly modified in accordance with the following:

(a) The development and operation of lands subject to this agreement under the
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terms hereof shall be deemed full performance of all 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) Drilling and producing operations performed hereunder upon any tract of
unitized lands will be accepted and deemed to be performed upon and for the benefit of
each and every tract of unitized land, and no lease shall be deemed to expire by
reason of failure to drill or produce wells situated on the land therein embraced.

(c¢) Suspension of drilling or producing operations on all unitized lands
pursuant to direction or consent of the Secretary and the Commissioner or their duly
authorized representatives shall be deemed %o constitute such suspension pursuant to
such direction or consent as 1o each and every tract of unitized land.

(d) Each lease, sublease or contract relating to the exploration, drilling,
development or operation for oil or gas of lands other than those of the United States
committed to this agreement, which, by 1ts terms might expire prior to the termination
of this agreement, is hereby exitended beyond any such term so provided therein so that
it shall be continued in full force and effect for and during the term of this 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 until 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 1s 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 its terms would expire prior to the time at which the underlying lease,
as extended by the Immediately preceding paragraph, will expire, 1s hereby extended
beyond any such term so provided therein so that 11t shall be continued in full 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(b) of the Act, as amended
by the Act of July 29, 1954, (68 Stat. 583, 585):

"Any [federall 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 oil
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 until the termination hereof.

(i) Any lease, other than a Federal leace, having only a portion of its 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 in proportion to the acreage of the respective tractis. 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 its lands
committed hereto shall continue in full force and effect beyond the term provided
therein as to all lands embraced in such lease, 1f unitized substances are discovered
and are capable of being produced in 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 if, at the expiration of the secondary term, the lessee or the
Unit Operator is then engaged in bona fide drilling or reworking operations on some
part of the lands embraced in such lease, the same as to all lands embraced therein
shall remein in full force and effect so long azs such operations are being diligently
prosecuted, and if they result in the production of unitized substances, sald lease
shall continue in full force and effect as to all of the lands embraced therein, so
long thereafter as unitized substances in paying quantities are belng produced from
any portion of said lands.

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

covenants running with the land with respect to the interest of the parties hereto
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and their successzors in interest unitil ithis sgreement terminates, and any grant,
transfer, or conveyance, of interest in land or leuses subject hereto shall be and
hereby is conditioned upon the assumption of all privileges and obtligations hereunder

W the grantee, iransferee, or other successor in interest. No assignment or transfer

of any working interect, royalty, or other interest subject hereto shall be binding upon
Unit Operator until the first day of the calendar month after Unit Operator is furnished
with the original, photostatic, or certified copy of the instrument of transfer.

20, EFFECTIVE DATE AND TERM: This Agreement shall become effectiive upon approval

by the Director, and the Commissioner; or their duly authorized representatives, as of
the date of apprcval bty 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) It is reasonably determined prior to the expiration of the fixed term or
any extensiong thereof that the unitized land is incapable of production
of unitized substances in paying quantities in the formations tested
hereunder and after notice of intention to terminate the agreement on
such ground is given by the Unit Operator to all parties in interest at
their lasst known addresces, the agreement is terminated with the approval
of the Director and the Commissioner; or

(c) A valuable discovery of unitized substances hac been made on unitized
land during saild initial term or any extension thereof, in which event
the agreemen®t shall remain in effect for such term and so long as unitized
substances can be produced in paying gquantities, i.e., in this particular
instance in gquantities 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 In progress for the restoration of production or discovery
of new production and so long thereafier as the unitized substances can
be produced asg aforesaid: or

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

This agreement may be terminated st 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 all parties hereto.

21. RAE OF PROSPECTING, DEVEIOPMENT AND PRODUCTION: The Director is hereby

vested with authority to alter or modify from time +to fime 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 in such State, such authority being



hereby limited to alteration or modification in the public interest, the purpose
thereof and the public interest to be served thereby to be stated in the order of
alteration or modification. Without regard to the foregoing, the Director is also
hereby vested with zuthority to alter or modify from time to time in his discretion
the rate of prospecting and development znd the quantity and rate of production under
thic agreement when such alteration or modification is in the interest of attaining the
conzervation objectives stated in this asgreement and is not in violation of any
applicable Federal or State law, It ig agreed, further, that no such alteration or
modification shall be effective as to any land of the State of New Mexico as to the
rate of prospecting and development in the absence of the specific written approval
thereof by the Commissioner and as to the quantity and rate of production in the
absence of specific written approval thereof by the Commission,

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

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

owners nor any of them shall be subject to any forfeiture, termination or expiration
of any rights hereunder or under any leases or contracts subject hereto, or to any
penalty or 1lizbility on account of delay or fallure in whole or in part to comply with
any applicable provicion thereof to the extent that the said Unit Operator, working
interest owners or any of them are hindered, delayed or prevented from complying
therewith by reason of failure of the Unit Operator to obtain, in the exercise of

due diligence, the concurrence of proper repregentatives of the United States and of
the State of New Mexico in and about any matters or things concerning which it is
required herein that such concurrence be obtained.

23, AIPEAPANCES: Unit Operator shazlil, after notice to other parties affected,
have the right to zppear for and on behalf of any and all interests affected hereby
before the Depariment of the Interior, the Commissioner of Public Lands and the New
Mexico 0il Conservatiorn Commission, and to appeal from orders issued under the
regulations of said Department, the said Commission or the said Commissioner, or to
apply for relief from ary of sald regulations or in any proceedings relative to
operations before the Department of the Interior, the said Commissioner or the said

Commission; or zny other legally 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: All notices, demands or statements required hereunder to be given
or rendered to the parties hereto shall be deemed fully given if given in writing and
personally delivered to the party or sent by posipaid registered mail, addressed to
such party or parties at thelr respective addresses set forth in connection with the
signatures hereto or to the ratification or consent hereof or to such other address
as any such pariy may have furniched 1n writing to party sending the notice, demand or
statement.

25, NO WATVER OF CERTAIN RIGHTS: Nothing in this agreement contained shall be

construed as a walver by any party hereto of the right to assert any legal or con-
gtitutional right or defense as to the validiiy 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 its authority to waive.

26. [UNAVOIDABLE DELAY: All obligations under this agreement requiring the

Unit Operator to commence or continue drilling or to operate on or produce unitized
subsiances 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, in whole or in part, by strikes,
acts of God, Federal, State or municipal law or agencies, unavoidable accidents,
uncontrollable delays in transportation, inability to obtain necessary materials in
open market, or other matters beyond the reasonable control of the Unit Operator
whether similar to the matters herein enumerated or not.

27. FAIR FMPLOYMENT: In connection with the performance of work under this
agreement, the Unit Operator agrees notl 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; recrultment 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 Uni* Operator agrees to Insert the foregoing provision in all subcontracts
hereunder, except subcontracts for sitandard commercial supplies or raw materials,

28, LOSS OF TITLE: In the event title to any interest in any tract of unitized

land shall fail and the true owner cannot be induced to join in this unit agreement,
such interest in such tract shall be automatically regarded as not committed hereto
and there shall be such readjusiment of future coshts and benefits as may be required
on account of the loss of such title., In the eveni of a dispute as to title as to any
royalty, working interest. or other interestis subjeci thereto, payment or delivery
on account thereof may ke wiikheld without 1iability for interest until the dispute
is finally settled; provided, that, ag To Federal and State land or leases, no payments
of funds due the Urnized 5States or the State of MNew Mexico shall be withheld, but
such funds of the United 3States shall te deposiZed =s 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 finzi setilement of the title dispute, and then applied
as earned or returned Iin acccrdance with such final setilement.

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

failure of any title hereunder.

29, HNON-JOINCER AND SUBSEQUENT JOINDEE: If the owner of any substanitial interest

in a tract within the unils zrea falis or refuses to subscribe or consent to this agree-
ment, the owner of the workinrg interes®t in that frac’t may withdraw said tract from this
agreement by writien notice to the Director, the Commissioner and the Unit Operator prior
1o the approval of *this agreement bty the Directcr. Any oil or gas interests in lands
within the unit area not commitzied hereto prior to =:bmission of this agreement for
final approval may thereafter be committed here®o ty the owner or owners thereof
subscribing or comsenting to this agreement, and, if 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 in this
section, by a werking interest owner is subject to such requirements or approvals, if
any, pertaining tc such joinder, as may be provided for in the unit operating agreement,
After final spproval hereof Jjoinder by a non-working interest owner must be consented

to in writing by the working interest owner commitied hereto and responsible for the

payment of any benefits that msy accrue hereunder in behalf of such non-working interest.
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Joinder by ary owner of = non-working initeres®t, =zt any time, must be accompanied by
appropriate Jjoinder by the owner of the corresponding working interest in order for the
interest 10 be regarded as effectively committed hereto. Joinder to the unit agreement
by a working-interest owner, at any time, must be zccompanied by appropriate joinder to
the unit operating agreement, if more than one committed working-interest owner is
involved, in order for the interest to be regarded as effectively committed to this
unit agreement. FExcept as may otherwise herein be provided subsequent joinders to

thie agreement shall be effective as of the first day of the month following the filing.
with the Supervisor, the Commisicioner and the Commission of duly executed counterparts
of all or any papers necessary 1o establish effective commitment of any itract 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 all pariies or may be ratified or consented to
by separate Iinstrument in writing, specifically referring hereto, and shall be binding
upon all those parties who have executed such a counterpart, ratification, or consent
hereto with the same force and effect as if all such parties had signed the came docu-
ment, and regardiess of whether or not it is executed by all other parties owning or
claiming an interest in the lands within tke above described unit area,

31, SURREADER: Nothing in thic agreement shall prohibit the exercise by any
working interest owner of the righ®t to surrender vested in such party in any lease,
sub-lease, Oor operating agreement as to all or any part of the lands covered thereby,
provided that each pariy who will or might scquire such working interest by such
surrender or by forfeiture as hereafter set forth, is bound by the terms of this agree-
ment,

If as a recult of any such surrender, the working interest rights as to such
lands becoms vested in any parly other thar the fee owner of the unitized substances,
said party shzll forfelt such rights and no further benefits from operation hereunder
as to said land ¢hall scerue to such party, unlesc 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 agreemente are not so executed, the party next in the chain of
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title shall be 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.

If 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 thirty (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 continuocusiy subject to this agreement
and the unit operating agreement.

(3) Operate or provide for ihe operation of such land independently of this
agreement as to any part thereof or any oil or gas deposits therein not
then included within a participating area.

If the fee owner of the unitized substances doee 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 agreementi or lease such lands as to each such
participating arez, and to have agreed, in conszideration for the compensation herein-
after provided, that operations hereunder ag 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 royzlties, and royalties applicablie to
such lands under the lease In effect when the lands were unitized, as to such par-
ticipating arez or areas.

Upon commitment of a working interest to this agreement and the unit operating
agreement as provided in this section, an appropriate sccounting and settlement shall
be made, to reflect the retrozctive effect of the commitment, for all 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 shlall be subject to the same conditions as
set forth in this section in regard to the exercise of a right to surrender.

IN WITNESS WHEREQF, the parties hereto have caused this agreement to be executed

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

HONCLULU OIL CORPORATION

Date: By

President
ATTEST:

Secretary
Address: P.Q. Drawer 1391
Midland, Texas

UNIT OFPERATOR AND WORKING INTEREST
OWNER
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Date:

Donald B. Anderson

Address: Box 660
Roswell, New Mexico

THE BRITISH-AMERICAN OIL PRODUCING COMPANY

Date: By

ATTEST:

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

Date:
C. C. Byars
Address:
Lubbock, Texas
CITIES SERVICE OIL COMPANY
Date: By
ATTEST:
Address:
GULF OIL CORPORATION
Date: By
ATTEST:
Address:
Date:
H. E. Harrington
Address: Box 660
Roswell, New Mexico
HONDO OIL & GAS COMPANY
Date: By

ATTEST:

Address: Box 660
Roswell, New Mexico
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Date:

Date:

Date:
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SINCLAIR OIL & GAS COMPANY

By

President
ATTEST:

Secretary
Address:

SUNRAY MID-CONTINENT OIL CQMPANY

By

President
ATTEST:

Secretary
Address: P,0. Box 2039
Tulsa 2, Oklahoma

TEXAS PACIFIC COAL AND OIL CQMPANY

By

President
ATTEST:

Secretary
Address:

Fort Worth 1, Texas

WORKING INTEREST OWNERS
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6 40 14, E-9971 Sunray-MidContinent 00.00 FO
Total State 360.00
* Donald B. Anderson is acquiring this tract.
. 739 FEE _LANDS 02
15. Gulf & C. C. Byars 320,00
1 TOTAL ACREAGE IN UNIT AREA__1,921.92
4 Sec2o S 28. . See.27, ] Ser 26,

b1
2
)
N
-
/76'0 T
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Tract
No.

EXHIBLT "B

NOBRTH MUILIS UNIT ARFA
CHAVES COUNTY, NEW MEXICO

Serial No. &
Effective Date
of lease

Bagsic Royalty

& Percentage Lessee of Record

FEDERAL LANDS:

L

No. of

Description of lL.and Acres
W 1/2 SW 1/4 Sec. 34, 80.00
T-14-S, R-29-F
N /2N 1/2, SW 1/4 NE 1/4, 400,00
NE 1/4 SE 1/4, S 1/2 SE 1/4
Sec., 33;W 1/2 NW 1/4 Sec. 34,
T=14-S, R~29-F
SE 1/4 YW 1/4 Sec. 34, 40.00
T-14-S, R-29-E
Lots 1,2,3,4 & S 1/2 NE 1/4  240.80
Sec. 3, T-15-8, R-29-F
Lots 1,2,3,4 & SW 1/4 NW 1/4 201.12

Sec. 4, T-15-S, R-29-E

M-02259 8-1-50 U.S.A. - A1l Honolulu Qil Corp.
(B-A) British American
is presently vested
with the operating
rights in and has the
right to elect to take
an assignment of the

lease on this tract)

M-02259 8-1-50 U.S., A4, - A1l Honolulu 0il Corp.

NM-051569 7-1-59 U.S.A, - A1l British American 0il
Producing Co., Mer-
cantile Bank Bldg.,

Dallas 21, Texas

NM~-05305 6-1-51 U.S.A, - A1l Fred M. Cassidy

(Optioned to Hono-
1ilu)
NM~05413 7-1-53

U.S.A., - A1l Honolulu Cil Corp.

Overriding Royalty
% Percentage

Working Interest
& Percentage

George Anna Mapes,
Indv. & as Gdn., of
Est. of Gail Ann

Hopkins, 1106 Don

Casper St., Santa Fe,

N.M.-3%: E.H. Shaw
& wife, Mabel Shaw,
Box 103, Midland,
Texas-1/2%

(Jeorge Annu Mapes,
Indv, % as Gdn. of
Est. of Gail Ann

Hopking, 1106 Don

Casper St., Santa Fe,
N.M. -3%; E.H. Shaw &

wife, Mabel Shaw,
Box 103, Midland,
Texas-1/2%

Bertrand 0. Baelz &
wife, Margaret E.
Baetz, 419 Gunter
Bldg., San Antonio,
Texas~3%

William W. Dunn &
wife, Dorothy Dunn,
Artesia, N.M.-1%

William W. Dunn,
Box 593, Artesia,
N.M. -1%

Honolulu-100%

Honolulu-100%

British American-
100%

Fred M. Cassidy-

100%

Honolulu 0il
Corp.-100%



Tract
_No,

Description of Land

N 1/2 SW 1/4, SE 1/4

Serial No, &

SW 1/4 Sec. 33, T-14-S,

R-29-FE

SW 1/4 SW 1/4 Sec. 33,
Twl4=S, R=-29-E

NE 1/4 NW 1/4 Sec. 34,
T-14-3S, R-29-E

E 1/2 SW 1/4 Sec. 34,
T-14-S, R-29-E

STATE LANDS:

10

*12

13

14

#Donald B, Anderson in acquiring this tract subject to the approval of the Commissioner of Public Lands of

SE 1/4 NW 1/4 Sec. 4,
T~15-3, R~29-K

S 1/2 N\W 1/4, SE 1/4
NE 1/4, N\W 1/4 SE 1/4
Sec.

SW 1/4 NW 1/4 Sec. 3,
T-15-S, R-29-F

SW 1/4 NE 1/4 Sec, 4,
T-15-3, R-29-E

SE 1/4 NE 1/4 Sec. 4,
SE 1/4 NW 1/4 Sec. 3,
T-15-S, R-29-E

No. of Effective Date Basic Royalty
Acres of lease & Percentage
120.00 LC-060546 U.S.A. - A1l
8-1-48
40.00 LC-060546 -A U.S.A, - A1l
8-1-48
40,00 LC~-066029-A U.S.A., - A1l
0-1-48
80.00 LC-070534 U.S.A., - A1l
7-1=51

9 Federal tracts 1241.92 acres or 64.6% of unit area.

40,00

160.00

33, T-14-5, R-29-E

40,00

40.00

80.00

E-5988
2-11-52

E-7191
6-10-53

E-9933-2
11-15-55

E-9971
4=17-56

State of New
Mexico-All

State of New
Mexico-All

State of New

Mexico-All

State of New
Mexico-All

State of New
Mexico-A1ll

5 State Tracts 360.00 acres or 18.7% of unit area.

Lesgee of Record

Hondo 0il & Gas Co.,
Box 660, Roswell, N.M.

H.E. Harrington, Box
660; Roswell, N.M.

H.E. Harrington, Box
660, Roswell, N.M,

Fred M. Cassidy
(Optioned to Honolulu)

Sinclair 011 & Gas Co.
Box %21, Tulsa, QOkla.;
Cities Service 0il Co.,
Bartlesville, Okla.

Texas Pacific foal &
0il Co., Box 2110,
Fort Worth, Texas

J.K. Wadley, Box 718,
Texarkana, Ark,

Gulf 0il Corp.

Sunray-Mid-Continent
Tulsa, Okla.

Overriding Royalty
& Percentage

Working Interest
& Percentage

Wallace Gates & wife,
Vergine Russell Gates,
Artesia, N.M,-1%

Hondo-100%

Wallace Gates & wife, H.E. Harrington-
Vergine Russell Gates,100%
Artesia, N.M.-1%

None H.E. Harrington-
100%

None Fred M. Cassidy-
100%

None Sinclair-50%
Cities Service-
50%

None Texas Pacific
Coal & 0il Co.-
100%

None J.K. Wadley-
100%

None Gulf 0il Corp.-~-
100%

None Sunray-Mid-

Continent-100%

the State of New Mexico.

Page 2 of Exhibit "B"



Tract

No. Description of Land

FEE LANDS:

15 Undivided 1/4 interest in
the £ 1/2 Sec. 34, T-14-S,
R-29-E

15 Undivided 3/8 interest in
the E 1/2 Sec. 34, T-14-S,
R-29-E

15 Undivided 3/16 interest in
the £ 1/2 Sec. 34, T-14-S,
R-29-E

15 Undivided 43/320 interest
in the E 1/2 Sec. 34,
T~14-3, R-29-F

15 Undivided 3/64 interest in

the £ 1/2 Sec. 34, T-14-S,
R-29-E

No. of
Acres

Serial No. &
Effective Date
of Lease

80.00
(net)

120.00
(net)

60.00
(net)

43.00
(net)

15.00
(net)

Basic Royalty
& Percentage

Lease dated Lessors-1/8
11/16/59, Expires

11/16/66, L. L.

Horne, 1005 Electric

Bldg., Fort Worth,

Texas

Willie N. Bacon &
wife, Susie L. Bacon,
Box 203, Westbrook,
Texas, lLease dated
5/4/56, Expires
5/14/66, Recorded
Vol. 358, p. 395.

Lessors-1/8

J.K. Wadley & wife,
Susie L. Wadley,

Box 718, Texarkana,
Ark ., Lease dated
5/2/56, Expires 5/14/66
Recorded Vol. 58, p.401.

Lessors-1/8

Walter Keith & wife, Lessors-1/8
Daisy Keith,
Stephens, Ark.,
Lease dated 5/2/56,
Expires 5/14/66,
Recorded Vol. 58,
p. 399.

George R. Gibson Lessors-1/8
& wife, Orpha O.

Gibson, Midland

National Bank Bldg.,

Midland, Texas,

Lease dated 5/3/56,

Expires 5/14/66,

Recorded Vol. 58,
p. 307

Lessee of Record

C. C. Byars

Gulf 0il Corp.

Gulf 01l Corp.

Gulf 01l Corp.

Gulf 0il Corp.

e A e

Overriding Royalty

& Percentage

Working Interest
& Percentage

None

None

None

None

None

Page

C.C. Byars-100%

Gulf-100%

Gulf-100%

Gulf-100%

Gulf-100%

3 of Exhibit "B"



Serial No. &

Tract No. of Effective Date Basic Royalty Overriding Royalty Working Interest
™o, | Description of I.and Acres of lease & Percentage Lessee of Record & Percentage . & Percentage
15 Undivided 1/160 interest in 2.00 A.C. Taylor & wife, Lessors-1/8 Gulf 0il Corp. None Gulf-100%

the E 1/2 Sec. 34, T-14-S, (net) Lucille Taylor,

R-29-E 2313 Walnut St.,

Texarkana, Texas,
Lease dated
5/31/56, Expires
5/14/66, Recorded
Vol. 58, p. 465.

1 Fee (patented) tract 320.00 acres or 16.7% of unit area.

Total: 15 tracts 1,921.92 acres in entire unit area.

Page 4 of Exhibit "B"



CERTIFICATION--DETERMINATION

Pursuant to the authority vested in the Secretary of Interior, under the
act approved February 25, 1920, 41 Stat. 437, as amended, 30 U.S.C. secs., 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 In the publie
interest for the purpose of more properly conserving the natural resources,

C. Certify and determine that the drilling, producing, rental, minimum
royalty, and royalty requirements of all 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
3Y COMMISSIONER OF PUBLIC LANDS, STATE OF NEW MEXICO,
OF UNTT AGREEMENT FOR DEVELOPMENT AND OPERATION OF THE
NORTH MULLIS UNIT ABEA, 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,
1960, in which Honolulu 0il Corporation is designated as Operator, and which has
been executed by various parties owning and holding oil and gas leases embracing
lands within the Unit Area and upon examination of said agreement, the Commissioner
finds:

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

(b) That under the operations proposed, the state will receive its
fair share of the recoverable oil or gas in place under its land
in the ares affected;

(c) That the agreement is in other respects for the best interests
of the state;

(d) That the agreement provides for the unit operation of the field,
for allocation of production and sharing of proceeds from a part
of the area covered by the agreement on an acreage basis as
specified in 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 RNew Mexico, for the purpose of more properly conserving the oil 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 all oll 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 will 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
will be extended, insofar as is necessary, 1o coincide with the term of said Unit
Agreement and in 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
0ll 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
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Pursuant to the authority vested in the Secretary of Interior, under the
act approved February 25, 1920, 41 Stat. 437, as amended, 30 U.S.C. secs. 181, et
- seq., and delegated to the Director of the Geological Survey pursuant to Departmental
*

@rder No. 2365 of October 8, 1947, 43 C.F.R. sec. 4.611, 12 F.R. 6784, 1 do herely:
Yy A. Approve the attached sgreement for the development and operatiom of

s e _

. the North Mullis Unit Area, State of New Mexico.

¥
* B. Certify and determine that the unit plan of development and operation

i

+

contgmplated in the attached agreement is necessary and advisable in the publie -

". interest'for the purpose of more properly comserving the natural rescurces.

C. 'Certify and determine that the drilling, producing, rental, minimum

royalty, and royalty requirements of all Federal leases cammitted to said sgreement

are hereby established, altered, changed, or revoked to conform with the terms and

conditions of this agreement.

©OMAY 2 4950

Dated

Actingpirector, United States Geological Survey

o T e g



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 if 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 drilling, development and producing requirements of
all 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) oil 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 full performance of all 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 if all parties had
signed the same document and shall become effective and be binding upon all
those who execute a counterpart hereof, regardless of whether or not it is
executed by all 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:

Alma Doyle Thornhill

2622 West 3rd St. Lubbock, Texas




STATE OF Texas

COUNTY OF _Lubbock

)
On thisf§§z day of April , 1960, before me personally appeared
J. G. Thernhill& Alma Doyle Thornhill to me known to be the personsdescribed in and who
° execyted the foregoing instrument, and acknowledged that “the yexecuted the same as

haex Tred act and deed. /
Given under my hand and seal of office this%%%?' day of April s

1960.

)
) ss.

7 / g .
VIRGINIA SUTTON &LM e Je BT

Notafy Public in and for said
v County and State

My commission expires:

STATE OF

)
) ss.
COUNTY OF )

On this day of , 1960, 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 ’

1960.

Notary Public in and for said
County and State

My commission expires:

STATE OF )
) ss.
COUNTY OF )
On this day of , 1960, before me appeared
, 10 me personally known, who, being by me duly sworn,
did say that he is the President of s

and that the seal affixed to said instrument is the corporate seal of said corporation,
and that said instrument was signed and sealed in behalf of said corporation by
authority of its board of directors, and said : acknowledged
said instrument to be the free act and deed of said corporation.

Glven under my hand and seal of office this day of ,

1960.

Notary Public in and for said
County and State

My commission expires:



~HERVEY, DOW & HINKLE, ATTORNEYS
C @ P Y ROSWELL, NEwW MEXICO

United States Geological Survey
Box D721
Roswell. llew Mexico

Cogmiasslioner of Public Lands
Santa Fe. New Hexlco

New lexico 011l Conservaiilon Commigssion
Box E71
Santa Fe., lew HMexico

Re: North Mullis Unit
Chaves County, New Mexlco

Gentleren:

We enclose herewith to the Supervisor six coples, to
the Comuissioner two coples. and tc the Commission one copy,
each: of a Ratification and Joinder of the above Unli Agree-
ment executed by Willlie }N. Bacon and Nell M. Bacon his wife
coverin: the captioned unit; thils ratificatlion relates to
the royalty interest in Tract 15.

We would call your attention to the fact that there 1g
a clerical error in Exhibit B to the Unlt Agreement as sub-
mitted in that sald Exhibit states that this interest is
owred by Willle N. RBacon and wife Susle L. Bacon when ir fact
it should e Willie N. Bacon and wile Nell M. Bacon. Since
there are several other typozgraphical errors in Exhibit B
we are requesting the Unlt Operator to prepare a revision
which will be submitted to you in the ilmmediate future;
however. 1t is trusted that since these are only clerical
errors of swuall magnitude that you will be in a position to
approve the Unit Agreement beflfore the submission of such
revision,

Respectfully,

HERVEY, DOW &

58C ke
BEnels.

¢c:  Honolulu 01l Corporatlion




Cod MAY s M
RATIFICATION AND JOINDEY ‘*% -¢

of
UNIT AGREEMENT FOR THE DEVELOPMENT AND OPERATION
of the
NORTH MULLIS UNIT AREA
CHAVES COUNTY, NEW MEXICO

o

ot

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 if 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 drilling, development and producing requirements of
all leases and other contracts in which their several rights and interests are
created or defined shall be deemed fully performed by performence of the pro-
visions of said Unit Agreement, and agree that payment for or delivery of
(whichever may be required under prior agreements) oil 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 full performance of all 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 if all parties had
signed the same document and shall become effective and be binding upon all
those who execute a counterpart hereof, regardless of whether or not it is
executed by all 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: &t Gl s 775’%
o - e N,
L /)] 45%%(Zﬂ4/«\

T 7. Bacon
Box 14
Westbrook, Texas




STATE OF Texas )

ss.
COUNTY OF _ Mitchell )
LA r‘;/":/( . :f
On this 7 day of —Aprtd , 1960, before me personally appeared

Willie N, Bacon & Nell M, .Bacgn to me known to be the persongdescribed in and who
exegggig the foreg01ng instrument, and acknowledged that theyexecuted the same as
act and deed.

/c:
Given under my hand and seal of office this Z day of "ﬁisé

1960.

V2N > () .
Navgpif £ deeniep
Notaﬁ?iPublic in and for said
County and State

My commission expires:

STATE OF )
) 583,
COUNTY OF )
On this day of , 1960, 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 ,

1960.

Notary Public in and for said
County and State

My commission expires:

STATE OF )
) ss.
COUNTY OF )
On this day of , 1960, before me appeared
, o me personally known, who, being by me duly sworn,
did say that he 1s the President of ;

and that the seal affixed to sald instrument is the corporate seal of said corporation,
and that said instrument was signed and sealed in behalf of said corporation by
authority of its board of directors, and said acknowledged
said instrument to be the free act and deed of said corporation.

Given under my hand and seal of office this day of s

1960.

Notary Public in 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 QF 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 sald Unit Agreement heredby 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 sald Unit Agreement to the same extent as if 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 sald 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 drilling, development and producing requirements of
all 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) oil 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 full performance of all 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 if all parties had
signed the same document and shall become effective and be binding upon all
those who execute a counterpart hereof, regardless of whether or not it is
executed by all 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 jolnder, and when so executed shall be
binding upon the undersigned, his helrs, devisees, assigns or successors in
Interest.

o SEELO R Mo

H. E. Harrlngfon

N
ng



STATE OF New Mexico

)
) ss.
COUNTY COF _ Chaves )

On this Z day of May , 1960, before me personally appeared
H, E. Harrington , to me known to be the person described in and who
executed the foregoing instrument, and acknowledged that ™ he execuied the same as
his free act and deed.

Given under my hand and seal of office this 2 day of May s

1960.

Notary Public in an
County and State

My commission expires;

i

STATE OF
) ss.
COUNTY OF )
On this day of , 1960, 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
nis free act and deed.

Given under my hand and seal of office this day of

1960.

Notary Public in and for said
County and State

My commission expires:

STATE QF )
) 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 s

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 ite board of directors, and said acknowledged
gald 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:



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 sald Unit Agreement hereby severally, each to the extent of his
ownership or interest, consent to the inclusion of sald 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 if 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 drilling, development and producing requirements of
all 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 dellvery of
(whichever may be required under prior agreements) oil and gas duly made upon
the basis of productlion allocated under saild Unit Agreement to the particular
lands to which such rights or interests do or shall apply, regardless of actual
production therefrom, shall constitute full performance of all 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 if all parties had
signed the same document and shall become effective and be binding upon all
‘those who execute a counterpart hereof, regardless of whether or not it is
executed by all other parties owning or claiming en 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 jolnder, and when so executed shall be
binding upon the undersigned, his heirs, devisees, assigns or successors in
Interest. v - ) P

SN/

Date: W ¢27, /F60




STATE OF _ARKANSAS )
) ss.
)

COUNTY OF MILLER

On this _27th day of April , 1960, before me personally appeared
i 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 __27th  day of April ,

1960.

My Commission Expires Feb. 18th, 1964
Notary )gublic iﬁd for said

County and State

My commission expires:

STATE OF _FESEE ARKANSAS )
) ss.

COUNTY OF BIQWHMEX MILLER )

On this _27th day of April , 1960, before me personally appeared
i ; to me known to be the person described in and who
executed the foregoing instrument, and acknowledged that he executed the same as
nis free act and deed.

Given under my hand and seal of office this __27th day of April ,

1960.

My Commission Expires Feb. 18th, 1964 A

Notary Public ™Mn and for said
County and State

My commission expires:

STATE OF

)
) ss.
COUNTY OF )

On this day of , 1960, before me appeared

, 10 me personally known, who, being by me duly sworn,
did say that he is the President of ,
and that the seal affixed to sald instrument is the corporate seal of said corporation,
and that sald insirument was signed and sealed in behalf of said corporation by
authority of its board of directors, and saild acknowledged
said instrument to be the free act and deed of said corporation.

Gilven under my hand and seal of office this day of

1960.

Notary Public in 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 ARFA
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 sald Unit Agreement to the same extent as if he had signed the original
agreement and any modifications thereof approved by the Secretary of the
Interior or his duly authorized representative as appllcable to sald 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 drilling, development and producing requirements of
all leases and other coniracts in which their severel 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) oil and gas duly made upon
the basis of production allocated under saild Unit Agreement to the particular
lands to which such rights or interests do or shall apply, regardless of actual
production therefrom, shall constitute full performance of all such obligations
to the undersigned existing under such leases or other contracts.

This Retification and Joinder of Unit Agreement may be- executed in any
number of counterparts with the same force and effect as if all parties had
signed the same document and shall become effective and be binding upon all
‘those who execute a counterpart hereof, regardless of whether or not 1t is
executed by all 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 jolnder, and when so executed shall be
binding upon the undersigned, his heirs, devisees, assigns or successors in
interest.

Date: . April 19, 1960 Al /\,Zaa/%ddga)
g (ﬁw»h( b W‘““’l rge Anfa Majies, bdw-b-uéh.#;u

Gayfe Ann Hopkins Kenney U 1106 Don Casper St.
Santa Fe, New Mexico




STATE OF ___your tasice )

) ss.
COUNTY OF _gamipn ra )
On this X day of soxil , 1960, before me personally
appeared N : ' , to me known to be the per-

son who executed the foregding instrument % .
, and acknowledged thatshe executed the same as ﬁhepfree
. [ 3

act and deedsof—said _____ mmwee-Sweeciamme. .
Given under my hand and seal of office this _/ 7 day of apy.d s

< =7
o P

NPt Gl L €
N&tary Public in and for said
County and State

1960.

My commission expires: My Commiccinn avnirac Qantamhor 24 108y

INDIVIDUAL ACKNOWLEDGMENT

STATE OF MEXICO, }
sS

3({‘/{2; XL " et Z»(“Z/(’Z J?,,Zl

My Commission expires._ —— < -~ :*\ Z 19 Notary Public

Form 620 Hall-Poorbaugh Press, Roswell, N. M.




RATIFICATION AND JOINDER
of
UNIT AGREFEMENT 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 QOF 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, Jjoin, approve, ratify and adopt the terms and provisions
of said Unit Agreement to the same extent as if 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 drilling, development and producing requirements of
all 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) oil 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 full performance of all 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 if all parties had
signed the same document and shall become effective and be binding upon all
those who execute a counterpart hereof, regardless of whether or not it is
executed by all 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 Jjoinder, and when so executed shall be
binding upon the undersigned, his heirs, devisees, assigns or successors in
interest.

A
LA .. , A, . s
Date:  WMu. «¥, liw !A’i‘(“"“x 9. /héL
i Bertrand O. Baefk- {
W\M :E. v S":Li/!{{‘
Margaret, E. Baetz .
él9gcuggér Bldg. =3
an Antonia, Texas




STATE OF Texas

)
) ss.
COUNTY OF Bexar )

On this day of April , 1960, before me personally appeared
Bertrand O, Baetz & Margaret E. Baetz to me known to be the personSdescribed in and who
executed the foregoing instrument, and acknowledged that theyexecuted the same as
xicx "PREE act and deed.

Given under my hand and seal of office this 28 day of April ,

1960.

L)

Notary Public in and for sai
County and State

My commission expires: A -G

STATE OF

)
) ss.
COUNTY OF )

On this day of , 1960, 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 ,

1960.

Notary Public in 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 in behalf of said corporation by
authority of 1ts board of directors, and said acknowledged
sald instrument to be the free act and deed of said corporation.

Given under my hand and seal of office this day of s

1960.

Notary Public in 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 FQR 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 sald 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 if 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 drilling, development and producing requirements of
all 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) oil 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 full performance of all 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 if all parties had
signed the same document and shall become effective and be binding upon all
those who execute a counterpart hereof, regardless of whether or not it is
executed by all 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: Q‘M /_g/géﬂ




STATE OF NEW MEX™ 2

COUNTY OF CRAVES % ss- ”_LEGIBLE

The foregoing instrument was acknowledged before me this Sist

day of “f‘l 19 “ }‘}! filu ‘0 m ‘

b

¥illis }#e Dunn

Noiary PaFlic in an rZCun<y
of vos , State of Wew
Hextioo

My commission expires:

Juas 3, 1983




STATE OF _ NE/ #ifxiICD )

)
COUNTY OF _EBuY )

S8.

On this day of , 1960, before me perscnally appeared
Willioen W. Dun & Doothy onn , 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 s

1960.

,LLEG , B L E Notary Public in and for said

County and State

My commission expires:

STATE OF Ny &0 )

- ) ss.
COUNTY OF EEY %,W,@/

On this f%t)éda of , 1960, before me personally appeared
Wallage Gates & Viriine Tussell © m to fie 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 4:& é day of W ,

1960.

Notary Public in and tTor said
County and State

A commission explres:

%J /965

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 arffixed to saild instrument is the corporate seal of said corporation,
and that said instrument was signed and sealed in behalf of saild corporation by
authority of its board of directors, and said acknowledged
said instrument to be the free act and deed of sald corporatiomn.

Given under my hand and seal of office this day of s

1960.

Notary Public in and for said
County and State

My rommigsion exnires:



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 if 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 drilling, development and producing requirements of
all 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) oil 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 full performance of all 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 if all parties had
signed the same document and shall become effective and be binding upon all
those who execute a counterpart hereof, regardless of whether or not it is
executed by all 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: S o Lo




SIATE OF NE< MEXICO B\_E
monsej. WEGELE

The foregolng instrument vas sckoowledged bafurw me on this 5th
day of May, 1560, by GEORGE E. HUNKER, JR, ARD MARGARET K. MUBKER, his

J;

vife,

My Commission Expires:
May 16, 1962.




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 if 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 drilling, development and producing requirements of
all 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) oil 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 full performance of all such obligations
to the undersigned existing under such leases or other contractis.

This Ratification and Joinder of Unit Agreement may be executed in any
number of counterparts with the same force and effect as if all parties had
signed the same document and shall become effective and be binding upon all
those who execute a counterpart hereof, regardless of whether or not it is
executed by all 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 Jjoinder, and when so executed shall be
binding upon the undersigned, his heirs, devisees, assigns or successors in
interest.

Date: & v .. ¢ 35 /F& o “-;zi\ :;Zfil “t*7?7zJL_

L. L. Horne
4455 Belfort Place
Dallas, Texas




STATE OF Texas )

ss.
COUNTY OF __Dallas )
On this _% 7 day of April , 1960, before me personally appeared
L. L. Horne , 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.

e
Given under my hand and seal of office this A7 — day of April s

1960.

/ W o Tl Ao awﬁgli.i_,/:a//“‘ﬂ\u‘
Notary Public in and for said
County and State

My commission expires:;Za1¢ /—3T SPE S
“ MARTHA MAHONE WRIGHT

STATE OF )
) ss.
COUNTY OF )
On this day of , 1960, 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 ,

1960.

Notary Public in and for said
County and State

My commission expires:

STATE OF )
) ss.
COUNTY OF )
On this day of , 1960, before me appeared
, Lo me personally known, who, being by me duly sworn,
did say that he is the President of ,

and that the seal affixed to sald instrument is the corporate seal of said corporation,
and that said instrument was signed and sealed in behalf of said corporation by
authority of its board of directors, and said acknowledged
said instrument to be the free act and deed of said corporation.

Given under my hand and seal of office this day of ,

1960.

Notary Public in 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, CQOUNTY OF CHAVES,
STATE QOF 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 ito the extent of his
ownership or interest, consent to the inclusion of said lands within the Unit
Area therein defined, Jjoin, approve, ratify and adopt the terms and provisions
of said Unit Agreement to the same extent as if 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 drilling, development and producing requirements of
all 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) oil 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 full performance of all 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 if all parties had
signed the same document and shall become effective and be binding upon all
those who execute a counterpart hereof, regardless of whether or not it is
executed by all 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 suthorized representative, or otherwise as provided
in the Unit Agreement for subsequent jolnder, and when so executed shall be
binding upon the undersigned, his heirs, devisees, assigns or successors in
interest.

Date: »'Ll- /7 -4(’ 'ég/‘(/ )(Lay,(,ﬁ
(2

£ ~SD)




STATE OF Texas )

88.
COUNTY OF _ Midland )

On this _ /%2~ day of April , 1960, before me personally appeared
E. H. Shaw & Mabel Shaw , 1o me known to be the personsdescribed in and who

exegﬁtzd the foregoing instrument, and acknowledged that theyexecuted the same as
ks TR act and deed.

Given under my hand and seal of office this Vv day of April ,

1960.

Notary Public in and for said
Midland County and State of Texas.

My co%n,_mission expires:

STATE OF Texas

)
) ss.
COUNTY OF Midland )
On this day of April , 1960, before me personally appeared Fred
M. Cassidy & Margaret Cassidy to me known to be the persomsdescribed in and who

exe utfd the foregoing instrument, and acknowledged that theyexecuted the same as
t X
e iree act and deed.

Given under my hand and seal of office this 42 % day of __April ,

1960.
NgXary Public™in and for said
JM /[, SP6/S Midland County and State of Texas.
STATE OF Texas )
)
COUNTY OF.____Midland )

ON THIS the_ /L~ day of __April , 1960  hefore me
personally appeared ______ George R. Gibson aund Orpha 0. Gibson

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

IN WITNESS WHEREOF I have hereto set my hand and affixed my official seal the day and

year in this certificate above written.

/O%zﬂf/a/ ;%@Z/ 2et

Notary Public in and for Midland County,Texas

My Commission Expires:
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