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T0: The Director
United States Geological Survey

Washington 25, D. C. U. S. GEOLOGICAL SURVEY

ROSWELL, NEW MEXICO

The Commissioner of Public Lands of the
State of New Mexlco

State Land Office

Santa Fe, New Mexico

REQUEST FOR TERMINATION OF THE NORTH CAVERNS UNIT
NO. 14-08-001-6774

The undersigned, representing in excess of seventy-five per cent,
.on an acreage basls, of the owners of working interests in the North Caverns
Unit Area, state as follows: |
The test well required under Section 9 of the Unit Agreement
findliy approved on May 10, 1960, was drilled at a location in the
NW/4 SW/4 of Section 11, Township 23 South, Range 24 East, N.M.P.M., to
~total depth of 11,515 feet, the final depth being reached on May 26, 196Q.
O drillstem test conducted May 26, 1960, the interval between ll,MEM_feetk
and 1},515 feet in the Devonian formation was tes%ed and 260 feet of mud
cut salt water and 2,000 feet salt water were reéovered. Further drilling
of sald well appeared to have been unwarranted and impracticable. The
weli was plugged and abandoned on May 29, 1960.
'éﬁﬁ%mﬁ By réason of the above the undersigned respectfully request
o thét the'&@rth Caverns Unit be terminated effective July 1, 1960. /
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- STATE OF NEBRASKA
COUNTY OF DOUGLAS
The foregolng instrument was acknowledged before me this 15th

day of Tune }'1960, by John M, Hanléy ,

Vice-President of NORTHERN NATURAL GAS PRODUCING COMPANY,''a Delaware

corporation, on behalf of said corporation.
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STATE OF OKLAHOMA 1
éoUNTY OF WASHINGTON §

The foregoing instrument was acknowledged before me thils _y-Za
day of __ ) . , 1960, by T, b Atad ,
Vice-President of PHILLIPS PETROLEUM COMPANY, a Delaware corporation, on

behalf of sald corporation.
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MwaQmmiséién Expires:

STATE OF TEXAS {
COUNTY OF MIDLAND )
The foregoing instrument was acknowledged before me this 427
day of __ Jfirerg , 1960, vy £ D press ’
I R
Vice-Pfesident of THE SUPERIOR OIL COMPANY, a California corporation,

on behalf of said corporation. .

Notary Public
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STATE OF TEXAS i
COUNTY OF HARRIS [

The foregoing instrument was acknowledged before me this ///i -~

day of M , 1960, by E. B. MTIILER. .J.. s Vlce-President
of TIDEWA%ER OIL COMPANY, a Delaware corporatiocn, on behalf of said corpora-

tion. i
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' Notary Publio’

My Commission Expires:
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STATE OF TEXAS {

COUNTY OF MIDLAND  §

’dzay of ___ﬂm;h____ 1960, by ‘LL f/gige.» J=, Attorney-in-

‘:gg t. of TEXAC@ : SRABOMD iNC., & Delaware corporation, on behalf of sald
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Notary Public

My ‘Commission Expires:
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STATE OF NEW MEXICO

COUNTY OF CHAVES ] *
L4
The foregolag inatrument was acknowledged before me this_;gzg_:

daay of ,5 ;g weg oy 1960, by ;Iag W/ £ ‘SE?‘{ » Vice-
Preésident of HONDO OIL % GAS COMPANY, a New Mexico corporation, on behalf

of sald corporation.




STATE OF NEW MEXICO |
COUNTY OF LEA ]

vl
B

The foregolng instrument was acknowledged before me this ,27~49

day of cglwnAa/ , 1960, by A, C. HOLDER and RUBY F, HOLDER,
/§;L§3§Z?§ FubITo

his wife.
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CERTIFICATE OF APPROVAL
FOR THRE TERMINATION OF THE NORTH CAVERNS UNIT AGREEMENT.

Thexre having been presented to the Commissioner of
Public Lands a request for termination of the North Caverns
Unit;

this request having been signed by over seventy-five
p.tcint. on an acreage basis, of the owners of working
interest in the Hoxrth Cavern Unit;

this request states that the test well required to be
drilled in the Morth Caverns Unit area under Section 9 of
the Unit Agreement was drilled and was plugged and abandoned
on May 29, 1960, and due to this fact the working interest
owners regquest approval for the termination of this unit
effective July 1, 1960.

. THERKFORE, this Certificate of Approval for the ter-
mination of the Morth Caverns Unit is executed, with seal
affixed, this 22nd day of June, 1960.
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JUN 24 1960

U. S. GEOLOGICAL SURVEY
ROSWELL, NEW MEXICO

TO: The Director
United States Geologlcal Survey
Washlngton 25, D, C,

The Commlssloner of Public Lands of the
State of New Mexico

State Land Office

Santa Fe, New Mexico

REQUEST FOR TERMINATICN OF THE NORTH CAVERNS UNIT
NQ, 14-08-001-6774

The undersigned, representing in excess of seventy-five per cent,
. on an &acreage basls, of the owners of working interests in the North Caverns
Unit Aresa, state as follows:
The test well required under Section 9 of the Unit Agreement
finally approved on May 10, 1960, was drilled at a location in the
NW/4 SW/4 of Section 11, Township 23 South, Range 24 East, N,M,P.M., to
total depth of 11,515 feet, the final depth being reached on May 26, 196Q.
Or. drillstem test conducted May 26, 1960, the interval between 11,424 feet
and 11,515 feet in the Devonian formation wasz tesied and 260 feet of mud
cut salt water and 2,000 feet salt water were recovered. Further drilling
of said well appeared to have been unwarranted and impracticable. The
weli was plugged and abandoned on May 29, 1960.
"h; - ﬁy reason of the above the undersigned respectfully request
;?; that thei§6rth Caverns Unit be terminated effective July 1, 1960. hw —
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- STATE OF NEBRASKA
COUNTY OF DOUGLAS
The foregoing instrument was acknowledged before me this 15¢h

day of Tune _ s 1960, by John M, Hanléy s

Vice-President of NORTHERN NATURAL GAS PRODUCING COMPANY, a Delaware

corpo;@tion, on behalf of said corporation. /}
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My Commission Expires-
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Apri‘ ll, 1963

STATE OF OKLAHOMA §
CCUTY OF WASHINGTON |

The foregoing instrument was acknowledged before me this vy«

day cf S , 1960, by Vo b dtes ,

4

Vice-President of PHILLIPS PETROLEUM COMFANY, a Delaware corporation, or

behalf of said corporation.
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My Commist%on Expires:

STATE OF TEXAS |
COUNTY OF MIDLAND  §
) e
The foregolng instrument was acknowledged before me this 527
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vday of }///M/ . K 196O: by - - %82/7(/{7627’& P
Vice- President - of THE SUPERIOR OIL COMPANY, a California corporation,

on behalf of saild corporation.

Notary Public




'STATE OF TEXAS I

COUNTY OF HARRIS i

The foregoing instrument was acknowledged before me this /}/i -

day of gz%AAAv*—— , 1960, by ' E. B MILLFR .. , Vice-President
of TIDEWA%ER OIL CCMPANY, a Delaware corporation, on behalf of said corpora-

tion. ~
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STATE OF TEXAS {

COUNTY OF MIDLAND |
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‘day of __ﬂm&__m 1960, vy J, C. f/%ge.r J=, Attorney-in-
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Notary Public

My'Commission Expires:
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STATE OF NEW MEXICO

COUNTY OF CHAVES ]
f.n
The foregolag instrument was acknowledged before me this.;ggg_;

day of B ;, w® . > 1960, by

President of HONDO OIL & GAS COMPANY, a New Mexlco corporation, on behalf

of sald corporation.
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' 'STATE OF NEW MEXICO
COUNTY OF LEA | QT
The foregoing instrument was acknowledged before me this ;Z/4é

day of %M./ , 1960, by A, C. HOLDER and RUBY F, HOLDER,

his wife,
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CERTIFICATE OF APPROVAL
FOR THE TERMINATION OF THE NORTH CAVERNS UNIT AGREEMENT.

There having been presented to the Commaissioner of
Public Lands a request for termination of the North Caverns
Unit;

-this request having besn signed by over seventy-five
m&nt. on an acreage basis, of the owners of working
interest in the Horth Cavern Unit;

this request states that the test well required to be
drilled ia the Morth Caverns Unit area under Section 9 of
the Unit Agresment was drilled and was plugged and abandoned
on May 29, 1960, and due to this fact the working interest
owners regquest approval for the termination of this unit
effective July 1, 1960.

. THEAKFORE, this Certificate of Approval for the ter-
uuuon of the North Caverns Unit is executed, with ssal
affixed, this 22nd day of June, 1960.

L ‘lJ ii‘.? e W 9"\/\
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........... COMMISSIONTZR OF PUBLIC LANDS



CONSENT AND RATIFICATION OF

NORTH CAVERNS M I7T AGREEMENT

EMBRACING LANDS IN EDDY COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge
recelpt of a copy of the Unit Agreement for the development and opera-
tion ¢f the North Caverns Unit Area embracing lands 1In Eddy County,

New Mexico, which said Agreement is dated the -%74 day of A0 /

, 1960, and acknowledge that they have read the same

and are famillar with the terms and conditions thereof,

The undersigned also belng the owners of overriding royalty
or productiicn payment interests in the lands or minerals embraced in
sald Unit Area, do hereby commit all of thelr sald interests to the
North Caverns Unit Agreement and do hereby consent theretc and ratify
and agree to be bound by all of .ae terms and provisions thereof,
exactly the same as 1f the undersigned had executed the original of
sald Unit Agreement or a counterpart thereof.

IN WITNESS WHEREOF thils instrument 1s executed by the under-
signed as of the date set forth 1n thelr respective acknowledgments.
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ILLEGIBLE

STATE OF NXW MEXICO !
COUNTY oF CHAVES ]
The foregolng instrument was acknowledged before me this 14th
SETRY. Ly il , 1960, by Callie C, Mc w
) of AT




CONSENT AND RATIFICATION OF

NORTH CAVERNS UNIT AGREEMENT

EMBRACING LANDS IN EDDY COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge
recelpt of a copy of the Unit Agreement for the development and opera-
tilon of the North Caverns Unlt Area embracling lands in Eddy County,

New Mexico, which said Agreement is dated the ¥4 day of _ ArJ. /

, 1960, and acknowledge that they have read the same

and are famlliar wilth the terms and conditlons thereof.

The undersigned also being the owners of overriding royalty
or productiion payment 1lnterests 1in the lands or minerals embraced in
sald Unit Area, do hereby commlit all of thelr sald interests to the
North Caverns Unit Agreement and do hereby consent thereto and ratify
and agree to be bound by all of the terms and provisions thereof,
exactly the same as 1if the undersigned had executed the original of
sald Unit Agreement or a counterpart thereof.

IN WITNESS WHEREOF this instrument 1s executed by the under-

signed as of the date set forth in thelr respective acknowledgments.

%”M{/u (’? IH /m"jﬂm / anlﬂ ¢ ;’5-1/
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ILLEGIBLE

STATE OF NEW MEXICO ]

COUNTY OF CHAVES I

The foregoing instrument was acknowledged before me this l4th
1 , 1960, by cu%u C, Mclean, widow of M. A.
o




CONSENT AND RATIFICATION OF

NORTH CAVERNS UNIT AGREEMENT

EMBRACING LANDS IN EDDY COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge
recelpt of a copy of the Unit Agreement for the development and opera-
tion of the North Caverns Unit Area embracing lands in Eddy County,
New Mexico, which sald Agreement is dated the Efffi day of /zu)y /

» 1960, and acknowledge that they have read the same

and are familiar with the terms and conditions thereof.

The undersigned also being the owners of overriding royalty
or productilon payment interests in the lands or minerals embraced in
sald Unit Area, do hereby commit all of thelr sald interests to the
North Caverns Unit Agreement and do hereby consent thereto and ratify
and agree to be bound by all of the terms and provisions thereof,
exactly the same as 1f the undersigned had executed the original of
said Unit Agreement or a counterpart thereof.

IN WITNESS WHEREQOF this instrument 1g executed by the under-

slgned as of the date set forth in thelr respective acknowledgments.
aldlin B pretam Mgl b
425z1\62.lzk7C5Zf4‘*-

STATE OF NEV NEXICO I

COUNTY oF CHAVES [

mhe foregoing instrument was acknowledged before me this 14th

, 1960, by canto C. Mclean,. videw of N. A.
__Arxteais, New Maxico =




CONSENT AND FATIF ZATION OF

NORTH CAVERNS UNIT AGREEMENT

EMBRACING LANDS IN EDLY COUNTY, NEW MEXICC

The undersigned (whether ore or more) hereby acknowledge

recelpt of a copy of the Unit Agreemert tor tne development and operda-

tion of tne North Caverns Unit Area embracling lands in Eddy County,
774
New Mexicc, whlch sald Agreement 1s dated the ‘EZ%' day of

Hprid , 1960, and acknowledge that they have read the same
7
and are familiar with the terms and condlitlons thereof.

The undersigned also being the cwners of overriding royally
or productilcon payment interegts 1ir the lands cor minerals embraced in
said Unit Area, do hereby commit all of their sald interests <¢ the
Nortn Caverns Unilt Agreement and do hereby congent theretc and ratify
and agree to pbe bound by all of the terms and provisions therecf,
exactly the same as 1f the undersigned had executed the original of
gald Unit Agreement cor a counterpart therecf.

IN WITNESS WHEREOF this instrument is executed by the under-

signed as of the date set forth 1In thelr respective acknowledgments.

>§}iﬁ‘ ﬁLJ,% //AL/,{LL
L. . P oo

ILLEGIBLE

STATE OF New MEXICO ]

COUNTY OF CHAVES ]
The foregoing instrument was acknowledged before me thls ﬂidi
day of gPRIL , 1960, by /
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CONSENT AND RATIFZCATION OF

NORTH CAVERNS UNIT AGREEMENT

EMBRACING LANDS IN EDDY COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge
recelpt of a copy of the Unit Agreement for tne development and opera-
tion of the North Caverns Unit Area embracing lands in Eddy County,

New Mexico, which sald Agreement 1s dated the ;2;%1 day of

ﬁ;,,/ , 1960, and acknowledge that they have read the same
and are famlliar with the terms and conditlons thereof.

The undersigned also being the owners of overriding royalty
or productiion payment interests 1n the lands or minerals embraced in
said Unit Area, do hereby commit all of their said interests to the
North Caverns Unit Agreement and do nhereby consent theretc and ratify
and agree to be bound by all of the terms and provisions thereof,
exactly the same as i1f the undersigned had executed the original of
sald Unit Agreement or a counterpart thereof.

IN WITNESS WHEREOF thils instrument 1s executed by the under-

signed as of the date set forth in thelr respective acknowledgments.

Ll T K idaic

STATE OF New MEXICO ]
COUNTY OF CHRVES §

The foregolng instrument was acknowledged before me this 5ZHL

day of _ gpRL, , 1960, by Jm%mtmmmummw
of AosweLL NEW MEXKCD .
.
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CONSENT AND RATIFICATION OF

NORTH CAVERNS UNIT AGREEMENT

EMBRACING LANDS IN EDDY COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge
recelpt of a copy of the Unit Agreement for the development and opera-
tion of the North Caverns Unlt Area embracing lands in Eddy County,

New Mexico, which said Agreement is dated the ﬁ day of

Hor,/ » 1960, and acknowledge that they have read the same
/ .

and are famlillar with the terms and conditlons thereof.

The undersigned also belng the owners of overriding royalty
or productiion payment Interests in the lands or minerals embraced in
sald Unit Area, do hereby commit all of their sald interests to the
North Caverns Unit Agreement and do hereby consent thereto and ratify
and agree to be bound by all of the terms and provisions thereof,
exactly the same as 1f the undersligned had executed the original of
sald Unit Agreement or a counterpart thereof.

IN WITNESS WHEREOF this instrument 1s executed by the under-

signed as of the date set forth in their respective acknowledgments.

Pl U Dbwit

STATE OF New MEXICO I
COUNTY OF __ CHAVES i
The foregolng instrument was acknowledged before me this 4!“

day of _ gPAIL » 1960, by Wﬂm
O ADswWELL NEw MEXKCD :

NOfary éuéf%c




CONSENT AND EATIFICATION OF

NORTH CAVERNS UNIT AGREEMENT

EMBRACING LANDS IN EDDY COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge
recelpt of a copy of the Unlt Agreement for the development and opera-
tion of the North Caverns Unlt Area embracing lands in Eddy County,

/(
New Mexico, which sald Agreement 1s dated the A;E;[ day of AE{&&&{L/

, 1960, and acknowledge that they have read the same

and are famlllar wilth the terms and conditions thereof.

The undersigned also belng the owners of overriding royalty
or productlion payment interests 1n the lands or minerals embraced in
sald Unit Area, do hereby commlt all of their said interests to the
North Caverns Unit Agreement and do hereby consent thereto and ratify
and agree to be bound by all of the terms and provisions thereof,
exactly the same as 1f the undersigned had executed the original of
sald Unit Agreement or a counterpart thereof.

IN WITNESS WHEREOF this instrument is executed by the under-

signed as of the date set forth 1n thelr respective acknowledgments.

7/ ﬁ Qéwwwé

ﬁom /} @/ /uh»r«u /z/f
7

STATE oF TEXAS ] Shed Ty,

COUNTY OF HARRIS { ;« :

The foregoing instrument was acknowledged before

day of April , 1960, by Mr., and Mrs. N. G. Cum
of — Houston, Texas
Notary NI
My Commission Expires: DoRBTHY W, HALL

Notary Puhic 0 and tor Har is Sounty Texas

June 1, 1961 ‘ Shed, s
My Commussion Expires funa 1, 13€1




CONSENT AND RATIFICATION OF

NORTH CAVERNS UNIT AGREEMENT]
EMBRACING LANDS IN EDDY COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge

t

tion of the North Caverns Unit Area embracing lands 1n Eddy County,
7(
day of fhredl

New Mexico, which said Agreement 1s dated the
, 1960, and acknowledge that they have read the same

recelpt of a copy of the Unit Agreement for the development and opera-

and are famillar with the terms and conditions thereof
The undersigned also belng the owners of overriding royalty

or productilon payment interests in the lands or minerals embraced in
sald Unit Area, do hereby commlt all of theilr saild interests to the
North Caverns Unit Agreement and do hereby consent thereto and ratify
and agree to be bound by all of the terms and provisions thereof,

exactly the same as 1f the undersigned had executed the original of

sald Unit Agreement or a counterpart thereof
IN WITNESS WHEREOF thils instrument 1s executed by the under-

signed as of the date set forth in thelr respective acknowledgments

J_b g

Ty R
e

STATE OF TEXAS i
COUNTY OF HARRIS [
The foregolng instrument was acknowledged before
, 1960, by Mr, and Mrs, N. G, C

of Houston, Texas

| B2 R T Thise

Notary Pubuc n and for Har:is County, Tzeys
My Comm:ssion Expires June 1, 197t

Notary
My Commisslon Expires: DORDTHY W. HALL
— June 1, 1961 =~ ’



CONSENT AND RATIFICATION OF

NORTH CAVERNS UNIT AGREEMENT

EMBRACING LANDS IN EDDY COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge
recelpt of a copy of the Unit Agreement for the development and opera-
tion of the North Caverns Unit Area embracing lands in Eddy County,

7(. +
New Mexico, which sald Agreement 1s dated the day of AEQﬁQa&Lg

, 1960, and acknowledge that they have read the,;ame

and are familliar with the terms and conditions thereof.

The undersigned also being the owners of overriding royalty
or productiion payment interests in the lands or minerals embraced in
sald Unit Area, do hereby commlt all of thelr said interests to the
North Caverns Unit Agreement and do hereby consent thereto and ratify
and agree to be bound by all of the terms and provisions thereof,
exactly the same as i1f the undersigned had executed the original of
sald Unit Agreement or a counterpart thereof.

IN WITNESS WHEREOF this instrument is executed by the under-

signed as of the date set forth 1n theilr respective acknowledgments.

STATE OF _TEXAS i
COUNTY OF HARRIS i .
The foregoing instrument was acknowledged betorﬁ;

day of April , 1960, by Mr, and Mrs, N, G, C ]

of A

My Commission Expires:

Juna 1. 1961 Notary Public in and for Harrls County, Texas
My Commission Expires June 1, 1961




B UNIT AGREEMENT
&9‘\' s FOR THE DEVELOPMENT AND OPERATION OF THE
0 by NORTH CAVERNS UNIT AREA

|V EDDY COUNTY, NEW MEXICO
NO.

CELA&kZ/QJ//j?é:’G

THIS AGREEMENT, entered into as of the day of

, 1960, by and between the parties subscribing,

ratifying, or gonsenting heretj}Aand herein referred to as the "parties
L
vt

hereto," Lﬁﬁi\ £‘v
N\, o ULMM Wt}/‘NESSETH

ﬁ!‘ WHEREAS the parties hereto are the owners of worklng, royalty,
or other o0il and 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 jolntly or separately
with others, in collectively adopting and operating a cooperative or unit
plan of development or operatlon of any oil or gas pool, fleld, or like
area, or any part thereof for the purpose of more properly conserving the
natrual resources thereof whenever determined and certified by the Secretary
of the Interlor to be necessary or advisable in the public interest; and
WHEREAS, the Commissioner of Public Lands of the State of New
Mexico 1s authorized by an Act of the Leglslature (Sec. 7-11-39 N.M,
Statutes 1953 Annotated) to consent to or approve this agreement on be-
half of the State of New Mexlco, insofar as 1t covers and includes lands
and mineral interests of the State of New Mexico; and
WHEREAS, the 01l Conservation Commission of the State of New
Mexico 1s authorized by an act of the Legislature (Chapter 72, Laws of
1935, as amended by Chapter 193, Laws of 1937, Chapter 166, Laws of 1941,
and Chapter 168, Laws of 1949) to approve this agreement and the conserva-

tion provisions hereof; and



WHEREAS the partles hereto hold sufficient interests 1n the
North Caverns Unit Area coverlng the land hereinafter described to glve
reasonably effective control of operations thereln; and

WHEREAS, it is the purpose of the parties hereto to conserve
natural resources, prevent waste, and secure other benefits obtainable
through development and operatlon 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 contained, the parties hereto commit to this agreement theilr re-
spective interests in the below-defilned unit area, and agree severally
among themselves as follows:

1. ENABLING ACT AND REGULATIONS. The Mineral Leasing Act of
February 25, 1920, as amended, supra, and all valid pertinent regulations,
including operating and unit plan regulations, heretofore issued there-
under or valid, pertinent, and reasonable regulations hereafter 1ssued
thereunder are accepted and made a part of this agreement as to Federal
lands, provided such regulations are not inconsistent with the terms of
this agreement; and as to State of New Mexico and privately owned lands,
the o0il and gas operating regulations in effect as of the effectlve date
hereof governing drilling and producing operations, not inconsistent with
the terms hereof or the laws of the State of New México are hereby accepted
and made a part of this agreement.

2, UNIT AREA. The following-described land 1s hereby designhated

and recognized as constituting the unit area:

T-22-3, R-24-E, N, M.P.M, T-23-S, R-24-E, N,M,P,M,
Section 26: S/2 Section 1: W/2
27: S/2 2: A11
34: All 3: All
35: All 10: All
11: All
12: W/2
14; N/2, SW/L, W/2 SE/4
15: All

Containing 6,302.63 acres, more or less.
Exhlbit A attached hereto is a map showing the unit area and the
boundaries and identity of tracts and leases in said area to the extent
known to the Unit Operator. Exhibilt B attached hereto 1s a schedule showing

to the extent knownto the Unit Operator the acreage, percentage, and kind



of ownership of o0ll and gas interests in all land in the unit area. How-
ever, nothing hereln 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 Iin the unit area render such revision
necessary, or when requested by the 011l and Gas Supervisor, hereirafter re-
ferred to as "Supervisor", or when requested by the Commissioner of Public
Lands of the State of New Mexico, hereinafter referred to as '"State Com-
missioner", and not less than seven copies of the revised exhibits shall
be filed with the Supervisor, and one (1) copy thereof shall be filed with
the State Commissioner and one (1) copy with the New Mexlco 0il Conserva-
tion Commission, hereilnafter referred to as "State Commission".

The above-described unit area shall when practicable be expanded
to include therein any addltional 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 1s necessary or advisable to conform with
the purposes of this agreement. Such expansion or contraction shall be
effected in the followlng manner:

(a) Unit Operator, on 1ts own motion or on demand of the Director
of the Geclogical Survey, hereinafter referred to as "Director'", or on
demand of tne State Commissioner, after preliminary concurrence by the
Director, shall prepare a notlce of proposed expansion or contraction des-
cribing 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 delilvered to the Supervisor, the State
Commlssioner and the State Commission and copies thereof malled to the
last known address of each working interest owher, lessee, and lessor
whose interests are affected, advising that 30 days will be allowed for
submission to the Unlt Operator of any objections.

(¢) Upon expiration of the 30-day period provided in the pre-

ceding item (b) hereof, Unit Operator shall file with the Supervisor, the
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State Commissioner and the State 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 applica-
tion in sufficilient number, for approval of such expansion or contraction
and with appropriate Jjoinders.

(d) After due consideration of all pertinent information, the
expansion or contraction shall, upon approval by the Director, the State
Comﬁissioner and the State Commlission, 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 1ts nearest lot or tract equivalent in instances of
irregular surveys, however, unusually large lots or tracts shall be con-
sidered in multiples of 40 acres, or the nearest aliquot equivalent there-
of, for the purpose of elimination under this subsection), no parts of
which are entitled to be 1In 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 the unit agreement, shall be eliminated
automatically from thils agreement, effective as of the first day there-
after, 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 con-
tinued diligently, wilth not more than 90 days' time elapsing between the
completion of one such well and the commencement of the next such well,
except that the time allowed between such wells shall not expilre earlier
than 30 days after the expiration of any period of time during which
drilling operations are prevented by a matter beyond the reasonable control
of unit operator as set forth in the section hereof entitled "Unavoidable
Delay'; provided that all legal subdivisions of lands not in a partici-
pating area and not entitled to become participating under the applicable
provisions of this agreement within 10 years after said first day of the
month following the effective date of said first initial participating area

shall be eliminated as above specified. Determination of ereditable
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"Unavoldable Delay" time shall be made by unit operator and subject to
approval of the Director and the State Commissioner. The unit operator
shall, withln 90 days éfter the effective date of any elimination here-
under, describe the area so eliminated to the satlisfaction of the Director
and the State Commissioner and promptly notify all parties in Interest.

If condltions warrant extension of the 10-year period specified
in this subsection 2(e), a single extension of not to exceed 2 years may
be accomplished by consent of the owners of 90% of the current unitized
working interests and 60% of the current unitized basic royalty interests
(exclusive of the basic royalty interests of the United States), on a
total-nonparticipating-acreage basis, respectively, with approval of the
Director, and the State Commlssioner provided such extenslion applleation
1s submltted to the State Commissioner and the Director not later than
60 days prior to the expiration of said 10O-year period.

Any expansion of the unit area pursuant to this section which
embraces lands theretofore eliminated pursuant to this subsectlon 2(e)
shall not be consldered automatic commlitment or recommitment of such lands.

3. UNITIZED LAND AND UNITIZED SUBSTANCES. All land committed
to this agreement shall constitute land referred to herein as "unitized
land" or"and subject to this agreement". All oil and gas in any and all
formations of the unltized land are unitized under the terms of this agree-
ment and herein are called "unitized substances".

4. TUNIT OPERATOR. Gulf 01l Corporation is hereby designated as
Unit Operator and by signature hereto as Unit Operator commits to this agree-
ment all interests 1In unitized substances vested in it and agrees and con-
sents to accept the dutlies and obligations of Unit Operator for the dis-
covery, development and production of unitized substances as hereln pro-
vided. Whenever reference 1s made hereln to the Unit Operator, such
reference means the Unit Operator acting in that capaclty and not as an
owner of interest in unitized substances, and the term "working interest
owner" when used herein shall include or refer to Unit Operator as the owner
of a working interest when such an interest is owned by it.

5. RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unlt Operator shall
have the right to resign at any time prior to the establishment of a par-
ticlpating area or areas hereunder, but such resignation shall not become
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effective 80 as to release Unlt Operator from the duties and obligations
of Unlt Operator and termlnate Unilt Operator's rights as such for a period
of 6 months after notice of intentlion to resign has been served by Unit
Operator on all working lnterest owners and the Director, the State Com-
missioner and State Commission and until all wells then drilled hereunder
are placed 1n a satlsfactory conditlion for suspension or abandonment which-
ever 1s requlred by the Supervisor as to Federal lands and the State Com-
mission as to State and privately owned lands unless a new Unlt Operator
shall have been selected and approved and shall have taken over and as-
sumed the dutles 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 lilke limitations, as above provided, at any time a participating
area established hereunder 1is 1n existence, but, in all instances of
resignation or removal, until a successor unit operator i1s selected and
approved as hereinafter provided, the working interest owners shall be
Jointly responsible for performance of the dutles of unit operator, and
shall not later than 30 days before such reslgnation or removal becomes
effective appolnt a common agent to represent them in any action to be
ﬁaken hereunder,

The resignation of Unit Operator shall not release Unit Operator
from any liability for any default by it hereunder occurring prior to the
effectlve date of 1ts resignation.

The Unit Operator may, upon default or faillure in the performance
of 1ts dutles or obligations hereunder, be subject to removal by the same
percentage vote of the owners of working interests determined in like man-
ner as hereln provlided for the selectlion of a new Unit Operator. Such re-
moval shall be effective upon notice thereof to the Director and the State
Commissioner,

The resignation or removal of Unlit Operator under this agreement
shall not termlnate its right, title, or interest as the owner of a working
interest or other Interest In unitized substances, but upon the resignation
or removal of Unit Operator becomlng 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
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the new duly qualified successor Unit Operator or to the owners thereof if
no such new Unit Operator 1s elected, to be used for the purpose of con-
ducting unit operatlons 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 partici-
pating area or areas according to thelr 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 majority
vote select a successor Unit Operator: Provided, that, if a majority but
less than 75 per cent of the working interests qualified to vote are owned
by one party to this 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 responsibilities of Unit Operator, and

(b) the selection shall have been approved by the Director and
State Commissioner. If no successor Unit Operator is selected and
qualified as herein provided, the Director and State Commlsslioner at their
election may declare this unit agreement‘terminated.

7. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT. If the
Unlt Operator isinot the sole owner of working inferests, costs and ex-
penses incurred by Unit Operator in conductling unit operatlons 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 wbrking interest owners and the Unlt Opera-
tor as provided in this section, whether one or more, are herein referred
to as the "unit operating agreement”. Such unit operating agreement shall

also provide the manner in which the working interest owners shall be
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entltled to receive thelr respective proportionate and allocated share of
the benefits accrulng hereto in conformity with their underlying operating
agreements, leases, or other independent contracts, and such other rights
and obligations as between Unlt Operator and the working interest owners
as nay be agreed upon by Unit Operator and the working interest owners;
however, no such unit operating agreement shall be deemed either to modify
any of the terms and conditlons of this unit agreement or to relieve the
Unit Operator of any right or obligation established under this unit zgree-
ment, and in case of any inconsistency or conflict between the unit agree-
ment and the unlt operating agreement, this unit agreement shall prevail.
Three (3) true coples of any unit operating agreement executed pursuant

to this section should be flled with the Supervisor and one (1) true copy
wilth the Commissioner, prior to approval of this unit agreement by the
Director.

8. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR, Except as other-
wise specifically provided herein, the exclusive right, privilege, and duty
of exercising any and all rights of the partlies hereto which are necessary
or convenlent for prospecting for, producing, storing, allocating, and
distributing the unitized substances are hereby delegated to and shall be
exerclised by the Unit Operator as hereln provided. Acceptable evidence
of title to said rights shall be deposited with sald Unit Operator. and, to-
gether with this agreement, shall constitute and define the rights,
privileges, and obligations of Unit Operator. Nothing herein, however,
shall be constrﬁed to transfer title to any land or to any lease or
operating agreement, 1t being understood that under this agreement the Unit
Operator, 1In its capacity as Unit Operator, shall exercise the rights of
possession and use vested in the parties hereto only for the purposes hereln
specified.

9, DRILLING TO DISCOVERY, Within 6 months after the effectilve
date hereof, the Unit Operator shall begin to drill an adequate test well
at a location approved by the Supervisor if on Federal land or by the State
Commlissioner if on State Land, or by the State Commission 1f on privately
owned land, unless on such effective date a well 1s being drilled con-

formably with the terms hereof, and thereafter continue such drilling
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diligently until the Devonlan formations have been tested or until at

a lesser depth unitlzed substances shall be discovered which can be pro-
duced in paying quantities (to-wit: quantities sufficient to repay the
costs of drilling, and producing operations, with a reasonable profit) or
the Unlt Operator shall at any time establish to the satisfaction of the
Supervisor 1f on Federal land, of the State Commissioner if on State land,
or of the State Commission i1f on privately owned land, that further
drilling of said well would be unwarranted or impracticable, provided,
however, that Unit Operator shall not in any event be required to drill
sald well to a depth in excess of iiiZEQ_gggj, Until the discovery of

a deposit of unitized substances capable of being produced in paying
quantities, the Unit Operator shall continue dfilling diligently one well
at a time, allowing not more than 6 months between the completion of one
well and the beginning of the next well, untll a well capable of producing
unitized substances in paylng quantities is completed to the satisfaction
of saild Supervisor if 1t be on Federal land or of the State Commissioner
if on State land or the State Commission if on privately owned land or
until it is reasonably proved that the unitized land is incapable of pro-
ducing unitized substances in paying quantities in the formations drilled
hereunder. Nothing in this section shall be deemed to 1limit the right of
the Unit Operator to resign as provided in Section 5 hereof, or as re-
quiring Unit Operator to commence or continue any drilling during the period
pending such resignation becoming effective in order to comply with the
requirements of this sectlon. The Director and State Commissioner may
modify the drilling requirements of this séction by granting reasonable
extensions of time when, in thelr opinion, such action is warranted.

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

10. PLAN OF FURTHER DEVELOPMENT AND OPERATION. Within 6 months
after completion of a well capable of producing unitized substances in
paylng quantities, the Unit Operator shall submit for the approval of the
Supervisor and the State Commlssioner an acceptable plan of development

and operation for the unitized land which, when approved by the Supervisor
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and the State Commissioner, shall constitute the further drilling and opera-
ting obligations of the Unit Operator under this agreement for the period
specifled thereln. Thereafter, from time to time before the expiration
of any existing plan, the Unit Operator shall submlt for the approval of
the Supervisor and the State Commlssioner a plan for an additional speci-
fied period for the development and operation of the unitized land. Any
plan submitted pursuant to this sectlon shall provide for the exploration
of the unitized area and for the diligent drilling necessary for determina-
tion of the area or areas thereof capable of producing unitized substances
in paying quantities 1in each and every productive formation and shall be
as complete and édequate as the Supervisor and the State Commissioner may
determine to be necessary for timely development and proper conservation
of the oll and gas resources of the unitized area and shall:
(a) specify the number and locations 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 submitted for separate
productive zones, subJect to the approval of the Supervisor and
the State Commissioner. Said plan or plans shall be modified or
supplemented when necessary to meet changed conditions or to pro-
tect the interests of all parties to this agreement. Reasonable
diligence shall be exerclsed in complying with the obligations of
the approved plan of development. The Supervisor and State Com-
missioner are authorized to grant a reasonable extension of the
6-month perliod herein prescribed for submission of an initial
plan of development where such action 1s Justified because of un-
usual conditions or circumstances. After completion hereunder of
a well capable of produclng any unitized substance in paying
gquantitlies, no further wells, except such as may be necessary to
afford protectlon against operations not under this agreement or
such as may be specifically approved by the Supervisor and the
State Commissioner shall be drilled except in accordance with a

plan of development approved as herein provided.
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11. ©PARTICIPATION AFTER DISCOVERY. Upon completion of a well
capable of produclng unitlzed substances in paying quantities, the Unit
Operator shall, within the month of such completion, 1f practicable, or as
soon thereafter as required by the Supervisor or the State Commissioner

submit for approval by the Director and the State Commissioner a schedule,
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based on subdivisions of the public-land survey or aliquot parts thereof,
of all unitized land then regarded as reasonably proved to be productive
of unitized substances in payling quantities; all lands in said schedule
on approval.of the Director and the State Commissloner to constitute a

participating area, effective as of the date of completion of sugh_well
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or the effective date of the unit agreement whichever 1s later. Saild
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schedule also shall set forth the percentage of unitized substances to be
allocated as hereln provided to each unitized tract in the participating
area so established, and shall govern the allocatlon 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 Iinterests in the lands within the participating areas so to

be combined, on approval of the Dilrector and the State Commissloner. The
participating area or areas so established shall be revised from time to
time, subject to like approval, whenever such action appears proper as a
result of further drilling-operations or otherwlise, to include additional
land then regarded as reasonably proved to be productive in paylng quanti-
ties, or to exclude land then regarded as reasonably proved not to be pro-
ductive in paying quantities and the percentage of allocation shall also

be revised accordingly. The effective date of any revision shall be the
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first of the month in which is obtained the knowledge or information on
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which such revision 1s predicated provided, however, that a more appro-

T e

priate effective date may be used if justified by the Unit Operator and

approved by the Director and the State Commissioner. No land shall be
excluded from a participating area on account of depletion of the unitized

substances.
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It 1s the 1ntent of this sectlon that a particlpating area shall
represent the area known or reasonably estimated to be productive in paying
quantities; but, regardless oflany revision of the participating area,
nothing hereln contained shall be construed as requiring any retroactive
adJustment for production obtalned 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 State Commigsioner ag to the proper definltion or
redefinition of a participating area, or untll a particlpating area has,
or areas have, been establlshed as provlided herein, the portion of all
payments affected thereby may be impounded in a manner mutually acceptable
to the owners of working interests, except royaltles due the United States
and the State of New Mexico, which shall be determined by the Supervisor
for Federal lands and the State Commlssioner for State lands and the State
Commission as to privately owned lands and the amount thereof deposlited,
as directed by the Supervisor and the State Commissioner respectively, to
be held as unearned money until a partlcipating area is finally approved
and then applied as earned or returned in accordance with a determination
of the sum due as Federal and State royalty on the basis of such approved
participating area.

Whenever 1t 1s determined, subject to the approval of the Super-
visor, as to wells drilled on Federal land and of the State Commissiloner
as to wells drilled on State land and the State Commission as to wells on
privately owned lands, that a well drilled under this agreement 1is not
capable of production in paying quantities and inclusion of the land on
which it 1s situated in a participating area is unwarranted, production
from such well shall, for the purposes of settlement among all parties
other than working interest ownhers, be allocated to the land on which the
well is located so long as such land is not within a participating area
established for the pool or deposit from which such production is obtained.
Settlement for worklng interest benefits from such a well shall be made as
provided in the unlt operating agreement.

12, ALLOCATION OF PRODUCTION. All unitized substances produced
from each particlpating area established under this agreement, except any

part thereof used in conformity with good operating practices within the
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unitized area for drilling, operating, camp and other production or developn
ment purposes, for repressuring or recycling in accordance with a plan of
development approved by the Supervisor, and State Commissioner and the
State Commlisslion, or unavoldably lost, shall be deemed to be produced
equally on an acreage basls from the several tracts of unitized land of

the participating area established for such productlion and, for the pur-
pose of determinling any beneflts accruing under thils agreement, each such
tract of unitized land shall have allocated to 1t such percentage of sald
production as the number of acres of such tract included in sald partici-
pating area bears to the total acres of unitized land in sald partici-
pating area, except that allocatlon of production hereunder for purposes
other than for settlement of the royalty, overrlding royalty, or payment
out of production obligations of the respective working interest owners,
shall be on the basls prescribed in the unit operating agreement whether
In conformity with the basls of allocation herein set forth or otherwilse.
It 1s hereby agreed that productlon of unitized substances from a partici-
pating area shall be allocated as provided herein regardless of whether
any wells are drilled on any partlcular part or tract of sald participating
area. If any gas produced from one participating area is used for re-
pressuring or recycling purposes in another participating area, the first
gas wilithdrawn from such last-mentioned particlipating area for sale durilng
the 1ife of thils agreement shall be considered to be the gas so transferred
until an amount equal to that transferred shall be so produced for sale and
such gas shall be allocated to the particlpating area from which initilally
produced as constituted at the time of such final productlon.

13. DEVELOPMENT OR OPERATION OF NON-PARTICIPATING LAND OR
FORMATIONS, Any party or parties hereto owning or controlling the working
interests in any unitized land having thereon a regular well location may
with the approval of the Supervisor as to Federal land, the State Com-
missioner as to State land, and the State Commission as to privately owned
land, and subject to the provisions of the Unlit Operating Agreement, at such
party's or parties! sole risk, costs, and expense drill a well at such lo-
catlion on such land to test any formation for which a participating area
has not been established or to test any formation for which a participa-

ting area has been established i1f such locatlon is not within said
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participating area, or drill any well not mutually agreed to by all in-
terested parties, 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 a well in like manner as other wells are drilled
by the Unit Operator under this agreement.

If any well drilled as aforesaild by a working interest owner re-
sults in production such that the land upon which it is situated may properly
be included in a participating area, such participating area shall be es-
tablished or enlarged as provided 1n this agreement and the well shall
thereafter be operated by the Unit Operator 1n accordance with the terms
of this agreemenﬁ and the unit operating agreement.

If any well drilled as aforesaid by a working interest owner ob-
tains 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 productlon from any such well shall be paid as specified
in the underlyilng lease and agreements affected.

14. ROYALTY SETTLEMENT, The United States and any State and all
royalty owners who, under existing contract, are entitled to take in kind
a share of the substances now unitized hereunder produced from any tract,
shall hereafter be entitled to the right to take in kind thelr share of
the unitized substances allocated to such tract, and Unit Operator, or in
case of the operation of a well by a working interest owner as herein in
special cases provided for, such working interest owner, shall make de-
liveries of such royalty share taken in kind in conformity with the ap-
plicable contracts, laws, and regulations. Settlement for royalty in-
terest not taken in kind shall be made by working interest owners respon-
sible therefor under existing contracts, laws and regulations on or before
the last day of each month for unitized substances produced during the
preceding calendar monthj provided, however, that nothing herein contained
shall operate to relieve the lessees of any land from their respective
lease obligatlions for the payment of any royalties due under their leases.

If gas obtailned from lands not subject to this agreement is in-

troduced 1nto any participating area hereunder, for use in repressuring,
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stimulation of production, or increasing ultimate recovery, which shall be
In conformity with a plan first approved by the Supervisor, the State Com-
migssloner, and the State 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 formatlion into which the gas was introduced, royalty
free as to dry gas, but not as to the products extracted therefrom; pro-
vided 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 Super-
visor, the State Commissioner ahd the State Commission as conforming to
good petroleum engineering practice; and provided further, that such right
of withdrawal shall terminate on the termination of this unit agreement.

Royalty due the United States shall be computed as provided in
the 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 dailly 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 substances allocated to
such lands.,

15. RENTAL SETTLEMENT. Rental or minimum royalties due on
leases committed hereto shall be paid by working interest owners responsi-
ble therefor under existing contracts, laws, and regulations, provided
that nothing herein contéined shall operate to relieve the lessees of any
land from theilr respective lease obligations for the payment of any rental
or minimum royalty in lieu thereof due under thelr leases. Rental or
minimum royalty for lands of the United States subject to thils 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.

-15~



Rentals on State of New Mexico lands subject to thils agreement
shall be paid at the rates specifled in the respectlve leases.

With respect to any lease on non-Federal land containing pro-
visions which would terminate such lease unless drilling operations were
within the time therein specifled 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 agreement, be deemed to accrue and become payable during the term
thereof as extended by thls agreement and thereafter until the required
drilling operations are commenced upon the land covered thereby or some
portion of such land is included within a participating area.

16, CONSERVATION, Operations hereunder and production of
unitized substances shall be conducted to provide for the most economical
and efficlent recovery of sald substances without waste, as deflned by
or pursuant to State or Federal law or regulation.

17. DRAINAGE. The Unlt Operator shall take approprlate and
adequate measures to prevent drainage of unitized substances from unitized
land by wells on land not subJject to this agreement, or, with the consent
of the Director and the State Commissioner, pursuant to applicable regﬁla-
tions pay a falr and reasonable compensatory royalty.

18. LEASES AND CONTRACTS CONFORMED AND EXTENDED. The terms,
conditlons, and provisions of all leages, subleases, and other contracts
relating to exploration, drilling, development, or operation for oil or
gas of lands committed to this agreement are hereby expressly modified
and amended to the extent necessary to make the same conform to the pro-
visiongs hereof, but otherwise to remaln in full force and effect; and the
partles hereto hereby consent that the Secretary as to Federal leases and
the State Commlssioner as to State leases shall and each by his approval
hereof, or by the approval hereof by his duly authorized representative,
does hereby establlish, alter, change, or revoke the drilling, producing,
rental, minimum royalty, and royalty requlrements of Federal and State
leases commltted hereto and the regulations in respect thereto to conform
sald requirements to the provisions of this agreement, and, without limiting

the generality of the foregoing, all leases, subleases, and contracts are
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particularly modified in accordance with the following:

(a) The development and operation of lands subJect to this
agreement under the terms hereof shall be deemed full performance
of all obligatlions for development and operation with respect to
each and every part or separately owned tract subject to this
agreement, regardless of whether there 1s any development of any
particular part or tract of the unlt area, notwlthstanding any-
thing to the contrary in any lease, operating agreement or other
contract by and between the parties hereto, or thelr 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 explre by reason
of failure to drill or produce wells situated on the land thereln
embraced.

(c) Suspension of drilling or producling operations on all
unitized lands pursuant to directlon or consent of the Secretary
and the State Commissioner, or their duly authorized representatilve,
shall be deemed to constitute such suspension pursuant to such
direction or consent as to each and every tract of unitized land.

(d) Each lease, sublease or contract relating to the explora-
tion, drilling, development or operation for oll or gas of lands,
other than those of the Unlted States and State of New Mexico, com-
mitted to this agreement, which, by its terms might expire prior
to the termination of this agreement, 1s hereby extended beyond
any such term so provided therein so that it shall be continued in
full force and effect for and during the term of this agreement.

(e) Any Federal lease for a fixed term of twenty (20) years or
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 untll the termlnation hereof. Any other Federal lease com-
mitted hereto shall continue 1In force beyond the term so provided
therein or by law as to the land committed so long as such lease re-

mains subject hereto, provided that production is had in paying
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quantities under this unlt agreement prior to the expiration date of
the term of such lease.

(f) Each sublease or contract relating to the operation and
development of unltized substances from lands of the United States
commltted to this agreement, which by its terms would expire prior
to the time at whilch the underlying lease, as extended by the im-
mediately preceding paragraph, will expire, is hereby extended be-
yond any such term so provided therelin so that 1t shall be continued
in full force and effect for and during the term of the underlying
lease as such term is hereln extended.

(g) Any lease embracing lands of the State of New Mexico which
1s made subJect to this agreement, shall continue in force beyond
the term provided thereln as to the lands committed hereto until the
termination hereof.

(h) The segregation of any Federal lease committed to this agree-
ment 1s governed by the followlng 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
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 commltted and the lands not commltted

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 olil or gas 1s pro-
duced in paying quantities."

(1) Any lease embracing lands of the State of New Mexico having
only a portion of its lands committed hereto, shall be segregated as
to the portion committed and the portion not committed, and the terms
of such lease shall apply separately to such segregated portlons com-
mencing as of the effective date hereof; provided, however, notwlth-
standing any of the provisions of thls agreement to the contrary any
lease embraclng lands of the State of New Mexico having only a portlon

of its lands committed hereto shall continue in full force and effect
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beyond the term provided therein as to all lands embraced in such
lease, 1f 01l or gas 1s discovered and 1s capable of being produced
in paying quantltles from some part of the lands embraced in such
lease at the explration of the secondary term of such lease; or if,
at the expiration of the secondary term, the Tessee or the Unit
Operator is then engaged in bona fide drilling or reworklng operations
on some part of the lands embraced in such lease, the same, as to
all lands embraced therein, shall remain in full force and effect
so long as such operafions are being diligently prosecuted, and if
they result in the production of oil or gas, said lease shall con-
tinue in full force and effect as to all of the lands embraced there-
in, so long thereafter as o0ll or gas in paying quantities is belng
produced from any portlon of said lands.
19. COVENANTS RUN WITH LAND. The covenants herein shall be con-
strued to be covenants running with the land with respect to the interest
of the parties hereto and theilr successors in interest until this agree-
ment terminates, and any grant, transfer, or conveyance, of interest in
land or leases subject hereto shall be and hereby is conditioned upon the
assumption of all privileges and obligations hereunder by the grantee,
transferee, or other successor in interest. No assignment or transfer of
any working interest, royalty, or other interest subject hereto shall be
binding upon Unit Operator untll the first day of the calendar month after
Unit Operator 1s furnished with the original, photostatic, or certified
copy of the instrument of transfer.
20, EFFECTIVE DATE AND TERM, This agreement shall become ef-
fective upon approval by the Director and the State Commlssioner or theilr
duly authorized representatives as of the date of approval by the Director
and shall terminate five (5) years from sald effective date unless:
(a) such date of expiration is extended by the Director and the
State Commissloner, or

(b) it is reasonably determined prior to the expiration of the
fixed term or any extension thereof that the unitized land 1s 1n-
capable of production of unitlized substances in paylng quantitles in

the formations tested hereunder and after notice of intention to
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terminate the agreement on such ground 1s given by the Unit Opera-
tor to all parties 1n Interest at thelr last known addresses, the
agreement ls terminated with the approval of the Director and State
Commissioner, or
(c) a valuable discovery of unitized substances has been made
on unltized land during said 1nitial term or any extenslon thereof,
in which event the agreement shall remaln in effect for such term
and so long as unitized substances can be produced in paying quanti-
tles, 1.e., in thils particular instance in quantities sufficient to
pay for the cost of producing same from wells on unitized land within
any participating area established hereunder and, should production
cease, so long thereafter as diligent operations are in progress for
the restoration of production or discovery of new productlon and so
long thereafter as the unitized substances so dlscovered can be produced
as aforesaid, or
(d) 1t 1s 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 baslis, of the owners of working interests
signatory hereto, with the approval of the Director and State Commlssioner;
notice of any such approval to be given by the Unit Operator to all partiles
hereto.
21. RATE OF PROSPECTING, DEVELOPMENT, AND PRODUCTION. The
Director 1s hereby vested wlth authority to alter or modify from time to
time in his discretlion the quantity and rate of production under this agree-
ment 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 alloca-
tion program, which 1s 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 publlec interest, the purpose
thereof and the public interest to be servéd thereby to be stated in the
order of alteration or modification. Wilthout regard to the foregoing, the
Director 1is also hereby vested with authority to alter or modify from
time to Time in his discretion the rate of prospecting and development
and the quantity and rate of production under this agreement when such
alteration or modification is in the interest of attailning the conserva-

tion objectives stated in thils agreement and i1s not in violation of any
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applicable Federal or State law.

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

22, CONFLICT OF SUPERVISION, Neither the Unit Operator nor
the working interest owners nor any of them shall be subject to any for-
feiture, termination or expiration of any rights hereunder or under any
leases or contracts subject hereto, or to any penalty or llability on ac-
count of delay or failure in whole or in part to comply with any appli-
cable provision thereof to the extent that the Unit Operator, workilng
interest owners or any of them are hindered, delayed or prevented from
complying therewlith by reason of fallure of the Unit Operator to obtailn
in the exerclse of due dillgence, the concurrence of proper representatives
of the United States and proper representatives of the State of New Mexlco
in and about any matters or thing concerning which 1t 1is required herein
that such concurrence be obtalined. The parties hereto, including the State
Commission, agree that all powers and authority vested in the State Com-
mission in and by any provisions of this agreement are vested in the State
Commlission and shall be exercised by 1t pursuant to the provisions of the
laws of the State of New Mexlco and subject 1in any case to appeal or Judil-
cilal review as may now or hereafter be provided by the laws of the State
of New Mexico.

23. APPEARANCES. Unit Operator shall, after notice to other
parties affected, have the right to appear for and on behalf of any and
all interests affected hereby before the Department of the Interlor, the
Commissioner of Public Lands of the State of New Mexlco and the New Mexico
011 Conservation Commlission and to appeal from orders lssued under the
regulations of sald Department, the State Commission or State Commissioner
or to apply for relief from any of sald regulations or in any proceedings
relative to operations before the Department of the Interior, the State
Commissioner, or State Commlssion or any other legally constituted
authority; provided, however, that any other interested party shall also
have the right at his own expense to be heard in any such proceeding,

24, NOTICES, All notices, demands or statements required here-
under to be gilven or rendered to the partlies hereto shall be deemed fully

given if given in wrilting and personally delivered to the party or sent
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by postpald registered or certified mail, addressed to such party or
parties at their respectlve addresses set forth in connection with the
signatures hereto or to the ratification or consent hereof or to such
| other address as any such party may have furnished in writing to party
sending the notice, demand or statement.

25. NO WAIVER 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 constitutional right or defense as to the validity
or invalildity of any law of the State wherein sald unitized lands are
located, or of the United States, or regulations lssued thereunder in any
way affecting such party, or as a walver by any such party of any right
beyond his or its authority to wailve.

26. UNAVQIDABLE DELAY. All obligations under this agreement
requiring the Unit Operator to commence or continue drilling or to operate
on or produce unitized substances from any of the lands covered by this
agreement shall be suspended while, but only so long as, the Unit Operator
despite the exercise of due care and diligence 1s prevented from complying
with such obligations, in whole or in part, by strikes, acts of God,
Federal, State, or municipal law or agencles, unavoldable accldents, un-
controllable delays in transportation, 1nability to obtain necessary
materials in open market, or other matters beyond the reasonable control
of the Unlit Operator whether similar to matters herein enumberated or not.

27. FAIR EMPLOYMENT. In connectlon with the performance of
work under thils agreement, the Unit Operator agrees not to discriminate
against any employee or applicant for employment because of race, religlon,
color, or national origin., The aforesaid provision shall include, but not
be limited to, the following: employment, upgrading, demotion, or trans-
fer; recruitment or recrultment advertising, layoff or termination; rates
of pay or other forms of compensation; and selection for training, in-
cluding apprenticeship. The Unit Operator agrees to post hereafter in
consplcuous places, avallable for employees and applicants_for employ-
ment, notices to be provided by the contracting officer setting forth the
provisions of the non-discrimination clause.

The Unlt Operator agrees to insert the foregoing provision in
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all sub-contracts hereunder, except sub-contracts for standard commercial
supplies or raw materials.

28, LOSS OF TITLE. In the event title to any tract of unitized
land shall fall and the true owner cannot be 1lnduced to join in this unit
agreement, such tract shall be automatically regarded as not committed
hereto and there shall be such readjustment of future costs and benefits
as may be requlred on account of the loss of sueh title. In the event of
a dispute as to title as to any royalty, working interest, or other 1nterests
subject thereto, payment or deiivery on account thereof may be withheld
without 1liability for interest until the dispute 1s finally settled;
provided, that, as to Federal and State land or leases, no payments of
funds due the Unlted States or the State of New Mexico should be with-
held, but such funds of the United States shall be deposited as directed
by the Supervisor and such funds of the State of New Mexico shall be de-
poslited as directed by the State Commissioner to be held as unearned money
pending final settlement of the title dispute, and then appllied as earned
or returned in accordance with such final settlement.

Unit Operator as such 1s relieved from any responsibility for any
defect or fallure of any title hereunder.

29. NON-JOINDER AND SUBSEQUENT JOINDER, If the owner of any
substantlial interest in a tract within the unit area fails or refuses to
subscribe or consent to thls agreement, the owner of the workiling interest
in that tract may withdraw saild tract from thls agreement by wrltten notice
to the Director, the State Commissioner, and the Unit Operator prior to
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, 1f the interest 1s a working interest, by the owner of such interest
also subscribing to the unit operating agreement. After operations are
commenced heréunder, the subsequent joinder, as provided in this section,
by a working interest owner is subjJect to such requirements or approvals,
if any, pertaining to such Joinder, as may be provided for in the unit

operating agreement. After final approval hereof Jjoinder by a non-working
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Interest owner must be consented to in writing by the.working interest
owner commltted hereto and responsible for the payment of any beneflts

that may accrue hereunder in behalf of such non-working interest. Joinder
by any owner of a non-working interest, at any time, must be accompanied
by appropriate Jjoinder 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-lnterest owner, at any time,
must be accompanied by approprlate Jolnder to the unit operating agreement,
1f more than one commltted working-interest owner is involved, in order
for the interest to be regarded as effectively committed to this unilt
agreement., Except as may otherwise herein be provided gsubsequent Jjoinders
to thig agreement shall be effective as of the first day of the month
following the flling with the Supervisor, the State Commissioner and the
State Commission of duly executed counterparts of all or any papers neces-
sary to establish effective commitment of any tract to this agreement un-
leas obJectlon to such Jolnder 1s duly made within 60 days by the Director,
State Commlssioner, or State Commlssion.

30. COUNTERPARTS., This agreement may be executed in any number
of counterparts no one of which needs to be executed by all parties or may
be ratified or consented to by separate 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 ag if all such parties had signed the same document and
regardless of whether or not it 1s executed by all other partles owning
or claiming an interest in the lands within the above~described unit area.

IN WITNESS WHEREQOF, the parties hereto have caused this agree-

ment to be executed and set opposite their respective names the date of

execution,
GULF OIL CORPORATION
ATTEST:
By
AssIstant Secretary ~Attorney-in-Fact

UNIT OPERATOR & WORKING INTEREST OWNER
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WORKING INTEREST OWNERS
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EXHIBIT "B" ~
SCHEDULE SHOWING THE PERCENTAGE AND KIND
OF OWNERSHIP OF ALL LANDS IN THE
NORTH CAVERNS UNIT AREA, EDDY COUNTY, NEW MEXICO

Serial No. & Overriding Royalty
Tract Description of Number of Expiration Basic Royalty or Production Pay- Working Interest
No. Land Acres Date of lease and Percentage Iessee of Record ment and Percentage and Percentage
FEDERAL LANDS
T-22-5, R-24-E, NMPM
1 Sec. 35: W/2 sW/k & LC-064520 Northern Natural Gas C. A. Hobbs et ux, Northern Natural Gas
Sw/b w/k 120.00 8-31-61 U.S.A. - 128%  Producing Company Hazel Hobbs (until Producing Company -
$60,000 is paid) 3% A1
2 Sec. 35: N/2 NW/k, C. A. Hobbs et ux, Gulf Oil Corporation 50%
SE/4 WW/k, s/2 NE/k4 LC-06L4520-4A Phillips Petroleum Hazel Hobbs (until Phillips Petroleum
SE/k & E/2 sw/b 440.00 8-31-61 U.S.A. - 128% Company $132,000 is paid) 2% Company - 50%
3 Sec. 27: S/2 1C-064535 Callie C. Mclean et vir,
Sec. 34: A1l 960.00 7-31-60 U.S.A. - 124% Gulf Oil Corporation M. A. Mclean (until
$620,000 is paid) 3% Gulf Oil Corp. - ALl
T-23-S, R-2L-E, NMPM
b Sec. 10: All 640.00 LC-06T7TLY Tidewater Oil Co.- 1/2 John W. Gates et ux, Tidewater Oil Co - 50%
10-30-61 U.S.A. - 124% Texaco Seaboard Inc. - Jane M. Gates (until Texaco Seaboard Inc - 50%
1/2 _ $440,000 is paid) 3%
5 Sec. 1k: W/2 RE/U LC-0T1942 Merrill Max Seaton et
& W/2 SE/b 560.00 2-28-62 U.S.A. - 124% Gulf Oil Corporation  ux, Winifred T.Seaton
(until $680,000 is
paid) 3% Gulf Oil Corp. - AL
6 See. 11: N/2, WW/bL, NM-0512 Flossie D. Barmes et
N/2 NE/4 & SW/h NE/4  600.00 11-30-61 U.S.A. - 128% Gulf Oil Corporation  vir, Arthur J.Barmes

(Until $320,000 is
paid) 3% Gulf 0il Corp. - ALl



PAGE 2.

" Tract

Description of
No. Land

Number of

Acres

Serial No. &
Expiration
Date of lease

Basic Royalty

and Percentage

lessee of Record

Overriding Royalty
or Production Pay-
ment and Percentage

Working Interest
and Percentage

FEDERAL LANDS (Continued)

T-23-8, R-24-E, NMPM

7 Sec. 11: SE/4 SE/h

8 Sec. 15: All

T-22-5, R-24-E, NMPM

9 Sec. 26: §/2
Sec. 35: N/2 NE/h

T-23-8, R-24-E, NMPM

10 Sec. 1: Lots 3, b, S/2
sw/h,
Sec. 12: W/2

11 Sec. 3: All

40.00

640.00

400.00

635.71

634.28

NM-0512-B
11-30-61

NM-03817
k-30-62

NM-0L4527
9-30-61

NM-0L4529
9-30-61

NM-063737
4-30-62

q. m‘>.

U.8.A.

G. mib.

U.S. A.

U.S.A.

. A. C. Holder

Northern Natural Gas
Producing Company

Northern Natural Gas
Producing Company

Gulf 0il Corporation

The Superior
0il Company

Flossie D. Barmes et
vir.Arthur J. Barmes
(Until $320,000 is
paid) *same reserva-
tion as Tract 6 3%

Peggy P. Jennings et
vir Howard W. Jenn-
ings 3%

June C. Deason et vir,
T. J. Deason, Jr.(Until
$348,000 is paid) 2%

Ruth McPherson et vir,
Leslie A. McPherson
(Until $1,017,890 is
paid) 3%

Mrs. W. H. Milner et
vir, W. H. Milner
(Until $1,884,130 is
paid) 3%
Heirs or devisees of
Reed Brainard,deceas-
ed & Mary R.PBrainard,

a widow 1%
N. G. Cummings % of 1%

A. C. Holder 50%
Gulf 0il Corporation 50%

Northern Natural Gas
Producing Company  All

Northern Neatural Gas

Producing Company 50%
Phillips Petroleum

Company 25%
Gulf 0il Corporation 25%

Gulf Oil Corporstion All

The Superior 0Oil Co. 5U%
Gulf Oil Corp. 50%

11 Federal Tracts

5,669.99 or 89.96% of Unit Area
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Serial No. & Overriding Royalty
Tract Description of Number of Expiration Basic Royalty or Production Pay- Working Interest
No. Land Acres Date of Lease and Percentage Lessee of Record ment and Percentage and Percentage
STATE LANDS
T-23-5, R-24-E, NMPM |
‘ 12 Section 2: NE/4 and E-51k2 Hondo 0il and Hondo Oil and
( /2 Wi/k 236.12 4-9-61 State - 124%  Gas Company None Gas Company A1l
13 Section 2: SE/L, s/2 E-10089-A-1 Phillips Petroleum
W/l & WW/k sw/b 280.00 5-15-66 State - 124%  Phillips Petroleum Co. None Company 50%
Gulf 0il Corp. 50%
1h-A Section 2: Lots 3, b, 0G-6176
14-B  NE/b sw/k 116.52 11-17-59 State - 124%  Gulf Oil Corporation  None Gulf Oil Corp. ALl
3 State Tracts 632.64 or 10.04% of Unit Area
TOTAL: 1k Tracts 6,302.63 in Entire Unit Area




N AEFLY RPER TO:

UNITED STATES
DEPARTMENT OF THE INTERIOR 34 v
GEOLOGICAL SURVEY >

W. . D.
ASHINGTON =2 %eB 1 # 1060

Gulf 011l Corporation
P, O. Drawer 669
Roswell, Hew Mexico

Attention: Mr, W, A, Shellshear

Gent lemen:

Your application of Jamuary 22, 1960, filed with the
Regional 01l and Gas Supervisor, Roswell, New Mexico requests the
designation of 6,302.63 acres, wore or less, in Eddy County, New
Mexico, as logically subject to exploration and development under
the unitization provisions of the Mineral Leasing Act, as amended.

Pursuant to the unit plan regulations of December 22, 1950,
(30 CFR 226,3), the land outlined in your plat marked North Caverns
Unit Area, Rddy Couaty, Nev Mexico, is hereby dasignated as a logical
unit area.

Your proposed form of unit agreement, which substantially
follows the June 1937 reprint of the standard form and contains modi-
fications vequired by the State of New Mexico, is acceptable. The
descripttom of the unit area in Section 2 of the agreement may be
made by refarence to official Bureau of Land Managewment survey, or by
refarence to Exhibit “A'", The proposed initial exploratory well to
test forwatious of Devonian age or to a depth of 11,750 feet, is ac-
ceptable, .

In the absence of any other type of land requiring special
prowisions or any other objections mot now apparent, a duly executed
‘unit agreement will be approved if submitted in approvable status
within a reasensble period of time. When the egecuted agreement is
transmitted to the Supervisor for approval, imclude the latest status
of all sszeage showing the current owpgrs of all interests involved.
If ownership of any intereet ip @ trect ie divided, show in Exhibit "B"
the percentage of each such ovner, Notice is hereby given that the
right is reserved to deny approval of any emscuted agreement submitted
which, in our opinion, does not have the full commitment of sufficient

" lands to afford effective control of unit operations.

Very truly youh, V
M

Jating Director
»



FOR THE DEVELOPMENT AND OPERATION OF THE
NORTH CAVERNS UNIT AREA
EDDY COUNTY, NEW MEXICO
NO.

UNIT AGREEMENT &% 4 % / <

THIS AGREEMENT, entered into as of the day of

, 1960, by and between the parties subscribing,

ratifying, or consenting hereto, and herein referred to as the "parties

hereto,"
WITNESSETH:

WHEREAS the partles hereto are the owhers of working, royalty,
or other oll and gas interests in the unit area subject to thls 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 collectively adopting and operating a cooperative or unit
plan of development or operation of any oil or gas pool, field, or like
area, or any part thereof for the purpose of more properly conserving the
natrual resources thereof whenever determined and certified by the Secretary
of the Interior fo be necessary or advisable in the public interest; and

WHEREAS, the Commissloner of Publlc Lands of the State of New
Mexico is authorized by an Act of the Legislature (Sec. 7-11-39 N,M.
Statutes 1953 Annotated) to consent to or approve this agreement on be-
half of the State of New Mexico, 1nsofar as 1t covers and lncludes lands
and mineral interests of the State of New Mexico; and

WHEREAS, the Oii Conservation Commission of the State of New
Mexico is authorized by an act of the Legislature (Chapter 72, Laws of
1935, as amended by Chapter 193, Laws of 1937,’Chapter 166, Laws of 1941,
and Chapter 168, Laws of 1949) to approve this agreement and the conserva-

tlon provisions hereof; and




WHEREAS the partles hereto hold sufficient interests 1in the
Nofth Caverns Unit Area covering the land herelnafter described to glve
reasonably effectlve control of operations thereln; and

WHEREAS, 1t 1s the purpose of the parties hereto fo 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 contained, the parties hereto commit to this agreement their re-
spective interests in the below-defined unit area, and agree severally
among themselves as follows:

1. ENABLING ACT AND REGULATIONS. The Mineral Leasing Act of
February 25, 1920, as amended, supra, and all valid pertinent regulations,
Including operating and unit plan regulations, heretofore 1ssued there-
under or valld, pertinent, and reasonable regulations hereafter issued
thereunder are accepted and made a part of this agreement as to Federal
lands, provided such regulations are not inconsistent with the terms of
this agreement; and as to State of New Mexico and privately owned lands,
the oil and gas operating regulatlions in effect as of the effective date
hereof governing drilling and produclng operations, not inconsistent with
the terms hereof or the laws of the State of New Mexico are hereby accepted
and made a part of this agreement.

2. UNIT AREA. The following-described land 1s hereby deslghated

and recognized as constituting the unit area:

T-22-S, R-24-E, N.M.P.M. T-23-S, R-24-E, N,M.P.M.
Section 26: S/2 Section 1: W/2
27: S/2 2: A1l
34: All 3: All
35: All 10: All
11: A1l
12: W/2
14: N/2, SW/L, W/2 SE/4
15: All

Containing 6,302.63 acres, more or less.
Exhibit A attached hereto is a map showing the unit area and the
boundaries and identity of tracts and leases in said area to the extent
known to the Unit Operator. Exhibit B attached hereto 1s a schedule showing

to the extent knowmmto the Unit Operator the acreage, percentage, and kind



of ownership of oll and gas interests in all land in the unit area. How-
ever, nothing herein or in sald 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 unlt area render such revision
necessary, or when requested by the 0il and Gas Supervisor, hereirafter re-
ferred to as "Supervisor", or when requested by the Commissioner of Publiec
Lands of the State of New Mexlco, hereinafter referred to as '"State Com-
missioner", and not less than seven coples of the revised exhibits shall
be filed with the Supervisor, and one (1) copy thereof shall be filed with
the State Commissioner and one (1) copy with the New Mexico 01l Conserva-
tion Commission, hereinafter referred to as "State Commission".

The above-described unit area shall when practicable be expanded
to include therein any additional tract or tracts regarded as reasonably
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 i1s necessary or advlsable to conform with
the purposes of this agreement. Such expansilon or contraction shall be
effected in the following manner:

(a) Unit Operator, on 1ts own motion or on demand of the Director
of the Geclogical Survey, hereinafter referred to as "Director", or on
demand of the State Commissioner, after preliminary concurrence by the
Director, shall prepare a notice of proposed expansion or contraction des-
cribing the contemplated changes in the boundariles 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 State
Commissioner and the State 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.

(¢c) Upon expiration of the 30-day period provided in the pre-

ceding item (b) hereof, Unit Operator shall file with the Supervisor, the
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State Commissioner and the State Commlssion evidence of mailing of the
notice of expansion or contraction and a copy of any objections thereto
which have been flled with the Unit Operator, together with an applica-
tion in sufficlent number, for approval of such expansion or contraction
and with appropriate Jolnders.

(d) After due consideration of all pertinent information, the
expansion or contraction shall, upon approval by the Director, the State
Comﬁissioner and the State Commission, become effective as of the date
prescribed in the notlce 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 con-
sidered in multiples of 40 acres, or the nearest aliquot equivalent there-
of, for the purpose of elimination under this subsection), no parts of
which are entitled to be in g partilcipating area within 5 years after the
first day of the month following the effective date of the first initial
participating area established under the unit agreement, shall be eliminated
automatically from thls agreement, effective as of the first day there-
after, and such lands shall no longer be a part of the unilt 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 con-
tinued diligently, with not more than 90 days! time elapsing between the
completion of one such well and the commencement of the next such well,
except that the time allowed between such wells shall not expire earlier
than 30 days after the explration of any period of time during which
drilling operations are prevented by a matter beyond the reasonable control
of unit operator as set forth 1n the section hereof entitled "Unavoidable
Delay"; provided that all legal subdivisions of lands not in a partici-
pating area and not entitled to become participating under the applicable
provisions of this agreement wilthin 10 years after said first day of the
month following the effective date of said flrst initlial participating area

shall be eliminated as above specified. Determination of creditable
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"Unavoldable Delayﬁ time shall be made by unit operator and subject to
approval of the Director and the State Commissioner. The unit operator
shall, within 90 days éfter the effective date of any elimination here-
under, describe the area so eliminated to the satisfaction of the Director
and the State Commissioner and promptly notify all parties in interest.

If conditions warrant extension of the 10~year period specified
in this subsection 2(e), a single extension of not to exceed 2 years may
be accomplished by consent of the owners of 90% of the current unitized
working interests and 60% of the current unitized basic royalty interests
(exclusive of the basic royalty interests of the United States), on a
fotal-nonparticlpating-acreage basis, respectively, with approval of the
Director, and the State Commlssloner provided such extension appllcation
1s submitted to the State Commissioner and the Director not later than
60 days prior to the expiration of said 1l0O-year period.

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

3. UNITIZED LAND AND UNITIZED SUBSTANCES. All land committed
to this agreement shall constitute land referred to herein as "unitized
land" or"land subject to this agreement". All oll and gas in any and all
formations of the unitized land are unitized under the terms of this agree-
ment and herein afe called "unitized substances".

4. TUNIT OPERATOR. Gulf 01l Corporation is hereby designated as
Unlt Operator and by signature hereto as Unit Operator commits to this agree-
ment all interests 1n unitlzed substances vested in it and agrees and con-
sents to accept the duties and oblligations of Unlt Operator for the dis-
covery, development and production of unitized substances as herein pro-
vided. Whenever reference 1s made herein to the Unit Operator, such
reference means the Unit Operator acting in that capacity and not as an
owner of interest in unitized substances, and the term "working interest
owner" when used herein shall include or refer to Unit Operator as the owner
of a working interest when such an interest 1s 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 par-
tlclpating area or areas hereunder, but such resignation shall not become
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effective s0 as to release Unit Operator from the duties and obligations
of Unit Operator and termlnate Unit Operator's rights as such for a period
of 6 months after notice of intentlon to resign has been served by Unit
Operator on all working interest owners and the Dlrector, the State Com-
missioner and State Commission and until all wells then drilled hereunder
are placed 1n a satisfactory condition for suspension or abandonment which-
ever 1s required by the Supervisor as to Federal lands and the State Com-
migsion as to State and privately owned lands unless a new Unit Operator
shall have been selected and approved and shall have taken over and as-
sumed the duties and obligatlions of Unit Operator prior to the expiration
of sald perilod.

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 1s 1n exlistence, but, in all instances of
resignation or removal, until a successor unit operator 1s selected and
approved as hereinafter provided, the working interest owners shall be
Jointly responsible for performance of the dutles 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
£aken hereunder,

The resignation of Unit Operator shall not release Unit Operator
from any lilabllity for any default by 1t hereunder occurring prlor to the
effective date of its resignation,

The Unit Operator may, upon default or failure in the performance
of 1ts duties or obligations hereunder, be subject to removal by the same
percentage vote of the owners of working interests determined in like man-
ner as herein provided for the selection of a new Unit Operator. Such re-
moval shall be effective upon notice thereof to the Director and the State
Commlssloner.

The resignation or removal of Unit Operator under this agreement
shall not terminate its right, title, or interest as the owner of a working
interest or other interest in unitized substances, but upon the resignation
or removal of Unit Operator becoming effective, such Unit Operator shall
deliver possession of all equlpment, materilals, and appurtenances used in

conducting the unit operations and owned by the working interest owners to
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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 con-
ducting unit operations hereunder. Nothing hereln 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 hls or its resignation as Unit Operator or shall be removed as
hereinabove provided, the owners of the working interests in the partici-
pating 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
thelr respective acreage interests in all unitized land, shall by majority
vote select a successor Unit Operator: Provided, that, if a majority but
less than 75 per cent of the worklng interests qualified to vote are owned
by one party to this agreement, a concurring vote of one or more additional
worklng 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 responsibilities of Unit Operator, and

(b) the selection shall have been approved by the Director and
State Commissioner. If no successor Unlt Operator is selected and
qualified as herein provided, the Director and State Commissioner at thelr
election may declare this unit agreement terminated.

7. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT, If the
Unlt Operator is not the sole owner of working interests, costs and ex-
penses incurred by Unit Operator in conducting unit operations hereunder
shall be paid and apportloned among and borne by the owners of working
interests, all in accordance wlth 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 Opera-
tor as provided in thils section, whether one or more, are herein referred
to as the "unilt operating agreement'. Such unit operating agreement shall

also provide the manner in which the working interest owners shall be
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entlitled to receive thelr respective proportionate and allocated share of
the beneflts accruing hereto in conformity with thelr underlylng operating
agreements, leases, or other independent contracts, and such other rights
and obligations as between Unlt Operator and the working interest owners
as may be agreed upon by Unit Operator and the working interest owners;
however, no such unit operating agreement shall be deemed either to modify
any of the terms and conditions of this unit agreement or to relieve the
Unit Operator of any right or obligation established under this unit agree-
ment, and in case of any inconsistency or conflict between the unit agree-
ment and the unilt operating agreement, this unit agreement shall prevail.
Three (3) true coples of any unlt operating agreement executed pursuant

to this section should be filed with the Supervisor and one (1) true copy
wlth the Commissioner, prilor to approval of this unit agreement by the
Director.

8. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR, Except as other-
wise specifically provided herein, the exclusive right, privilege, and duty
of exercising any and all rights of the parties hereto which are necessary
or convenient for prospecting for, producing, storing, allocating, and
distributing the unitized substances are hereby delegated to and shall be
exerclsed by the Unit Operator as herein provided. Acceptable evidence
of title to sald rights shall be deposited with said Unit Operator. and, to-
gether with thils agreement, shall constitute and define the rights,
privileges, and obligations of Unit Operator. Nothing herein, however,
shall be constrﬁed to transfer title to any land or to any lease or
operating agreement, it belng understood that under this agreement the Unit
Operator, in its capacity as Unit Operator, shall exercise the rights of
possesslon and use vested 1n the parties hereto only for the purposes hereiln
specified.

9. DRILLING TO DISCOVERY. Within 6 months after the effective
date hereof, the Unit Operafor shall begin to drill an adequate test well
at a locatlion approved by the Supervisor if on Federal land or by the State
Commissioner 1f on State Land, or by the State Commission if on privately
owned land, unless on such effective date a well is being drilled con-

formably with the terms hereof, and thereafter continue such drilling
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diligently until the Devonian formations have been tested or until at

a lesser depth unitized substances shall be discovered which can be pro-
duced in paying quantities (to-wit: quantities sufficient to repay the
costs of drilling, and producing operations, with a reasonable profit)'or
the Unit Operator shall at any time establish to the satisfaction of the
Supervisor 1f on Federal land, of the State Commissioner i1f on State land,
or of the State Commlssion if on privately owned land, that further
drilling of said well would be unwarranted or impracticable, provided,
however, that Unit Operator shall not in any event be required to drill
said well to a depth in excess of 11,750 feet. Until the discovery of

a deposlt of unitized substances capable of being produced in paying
gquantities, the Unit Operator shall continue dfilling diligently one well
at a time, allowlng not more than 6 months between the completion of one
well and the beginning of the next well, until a well capable of producing
unitized substances 1In paying guantities is completed to the satisfaction
of said Supervisor if i1t be on Federal land or of the State Commissioner
if on State land or the State Commission if on privately owned land or
until it is reasonably proved that the unitized land is incapable of pro-
ducing unitized substances in paying quantities in the formations drilled
hereunder. Nothing in this section shall be deemed to limlit the right of
the Unlt Operator to resign as provided in Section 5 hereof, or as re-
quiring Unit Operator to commence or continue any drilling during the period
pending such resignation becomlng effective in order to comply with the
requirements of this section. The Director and State Commissioner may
modify the drilling requirements of this séction by granting reasonable
extensions of time when, in their opinion, such action is warranted.

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

10. PLAN OF FURTHER DEVELOPMENT AND OPERATION, Within 6 months
after completion of a well capable of producing unitized substances in
paying quantities, the Unit Operator shall submit for the approval of the
Supervisgor and the State Commissioner an acceptable plan of development

and operation for the unitized land which, when approved by the Supervisor
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and the State Commlssloner, shall constitute the further drilling and opera-
ting obligations of the Unit Operator under this agreement for the period
speclflied therein, Thereafter, from time to time before the expiration
of any exlsting plan, the Unlt Operator shall submit for the approval of
the Supervisor and the State Commlssioner a plan for an additional speci-
fied period for the development and operation of the unitized land. Any
plan submitted pursuant to this section shall provide for the exploration
of the unitized area and for the dlligent drililling necessary for determina-
tion 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 State Commissioner may
determine to be necessary for timely development and proper conservation
of the oll and gas resources of the unitized area and shall:
(a) specify the number and locations 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 necegsary and advisable for proper conservation of
natural resources. Separate plans may be submitted for separate
productive zones, subject to the approval of the Supervisor and
the State Commisgsloner. Said plan or plans shall be modified or
supplemented when necessary to meet changed conditions or to pro-
tect the interests of all parties to this agreement. Reasonable
diligence shall be exerclsed in complying with the obligations of
the approved plan of development. The Supervisor and State Com-
missioner are authorized to grant a reasonable extension of the
6-month period herein prescribed for submission of an initial
plan of development where such action is Justlifled because of un-
usual conditions or circumstances. After completion hereunder of
a well capable of producing any unitized substance in paying
quantities, no further wells, except such as may be necessary to
afford protection against operations not under this agreement or
such as may be specifically approved by the Supervisor and the
State Commissioner shall be drilled except In accordance with a

plan of development approved as hereln provided.
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11. PARTICIPATION AFTER DISCOVERY. Upon completion of a well
capable of produclng unitlzed substances in paying quantities, the Unit
Operator shall, within the month of such completion, if practicable, or as
soon thereafter as required by the Supervisor or the State Commlssioner
submit for approval by the Director and the State Commissioner a schedule,
based on subdivisions of the public-land survey or aliquot parts thereof,
of all unitized land then regarded as reasonably proved to be productive
of unitized substances 1in paying quantities; all lands 1n said schedule
on approvaliof the Director and the State Commissioner to constitute a

participating area, effective as of the date of completion of such well
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or the effective date of the unit agreement whichever is later. Saild
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schedule also shall set forth the percentage of unitized substances to be

allocated as herein provided to each unitized tract in the participating
area so established, and shall govern the allocation of production from
and after the date the participating area becomes effective. A separate
participating area shall be established in like manner for each separate
pool or deposlt of unltized substances or for any group thereof produced
as a slngle 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 State Commissloner. The
participating area or areas so established shall be revised from time 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 1n paylng quanti-
ties, or to exclude land then regarded asg reasonably proved not to be pro-
ductive in paying quantities and the percentage of allocation shall also
be revised accordingly. The effective date of any revision shall be the

P AL e - e w/"“‘*’*““"“w -
first of the month in which is obtained the knowledge or information on
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which such rev1sion is predicated provided however that a more appro-

priate effective date may be used if justified by the Unit Operator and

approved by the Director and the State Commissloner. No land shall be
excluded from a participating area on account of depletion of the unlitized

substances.
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It 1s the intent of thils section that a particlipating area shall
represent the area known or reasonably estimated to be productive in paying
quantitles; but, regardless of.any revislon of the partlcipating area,
nothing herein contained shall be construed as requiring any retroactive
adjustment for productlion obtalned prior to the effective date of the
revislon of the particlpating area. |

In the absence of agreement at any time between the Unit Operator
and the Director and‘the State Commissioner as to the proper definition or
redefinition of a participating area, or untll a participating area has,
or areas have, been establlshed as provlided herein, the portion of all
payments affected thereby may be impounded in a manner mutually acceptable
to the owners of working Interests, except royalties due the Unlted States
and the State of New Mexlco, which shall be determined by the Supervisor
for Federal lands and the State Commissioner for State lands and the State
Commisslion as to privately owned lands and the amount thereof deposlted,
as directed by the Supervisor and the State Commlssioner respectively, to
be held as unearned money until a participating area is finally approved
and then applied as earned or returned in accordance with a determination
of the sum due as Federal and State royalty on the basls of such approved
participating area.

Whenever it 1s determined, subject to the approval of the Super-
visor, as to wells drilled on Federal land and of the State Commissioner
as to wells drilled on State land and the State Commission as to wells on
privately owned lands, that a well drilled under this agreement is not
capable of production in paying quantities and incluslon of the land on
which 1t 1s sltuated in 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 1s located so long as such land 1s not within a participating area
established for the pool or deposit from which such production 1s obtailned.
Settlement for working interest benefits from such a well ghall be made as
provided 1n the unilt operating ggreement.

12, ALLOCATION OF PRODUCTION. All unlitized substances produced
from each particlpating area established under this agreement, except any

part thereof used 1n conformity with good operating practices within the
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unltized area for drilling, operating, camp and other production or develop:
ment purposes, for repressuring or recycling in accordance with a plan of
development approved by the Supervisor, and State Commissioner and the
State Commisslon, or unavoldably lost, shall be deemed to be produced
equally on an acreage basls from the several tracts of unitized land of

the participating area established for such production and, for the pur-
pose of determining any beneflts accruing under thls agreement, each such
tract of unltized land shall have allocated to 1t such percentage of saild
production ag the number of acres of such tract included in sald particl-
pating area bears to the total acres of unitized land in said partici-
pating area, except that allocation of produetion hereunder for purposes
other than for settlement of the royalty, overriding royelty, or payment
out of productlon obligations of the respective working interest owners,
shall be on the basis prescribed in the unlt operating agreement whether

in conformity with the basis of allocation herein set forth or otherwlse.
It 1s hereby agreed that production of unitized substances from a partici-
pating area shall be allocated as provided herein regardless of whether
any wells are drilled on any particular part or tract of sald participating
area. If any gas produced from one particlipating area is used for re-
pressuring or recycling purposes in another participating area, the first
gas withdrawn from such last-mentioned participating area for sale during
the 1ife of thils agreement shall be consldered to be the gas so transferred
untlil an amount equal to that transferred shall be so produced for sale and
such gas shall be allocated to the participating area from which initially
produced as constltuted at the time of such flnal production.

13. DEVELOPMENT OR OPERATION OF NON-PARTICIPATING LAND .OR
FORMATIONS, Any party or partles hereto owning or controlling the working
interests in any unitized land having thereon a regular well location may
with the approval of the Supervisor as to Federal land, the State Com-
missioner as to State land, and the State Commission as to privately owned
land, and subject to the provisions of the Unit Operating Agreement, at such
partyls or parties! sole risk, costs, and expense drill a well at such lo-
catlon on such land to test any formation for which a participating area
has not been establlished or to test any formation for which a participa-

ting area has been established if such location is not within said
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participating area, or drlll any well not mutually agreed to by all in-
terested parties, 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 a 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 re-
sults in production such that the land upon which it is situated may properly
be included in a participating area, such particlpating area shall be es-
tablished or enlarged as provided in this agreement and the well shall
thereafter be operated by the Unit Operator 1n accordance with the terms
of this agreemenﬁ and the unit operating agreement.

If any well drilled as aforesald by a working interest owner ob-
tains 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 1n
amount or value of production from any such well shall be paild as specified
in the underlying lease and agreements affected.

14, ROYALTY SETTLEMENT. The United States and any State and all
royalty owners who, under existing contract, are entitled to take in kind
a share of the substances now unitized hereunder produced from any tract,
shall hereafter be entltled to the right to take in kind thelr share of
the unitized substances allocated to such tract, and Unit Operator, or in
case of the operation of a well by}a working interest owner as herein in
specilal cases provided for, such working interest owner, shall make de-
liveries of such royalty share taken in kind in conformity with the ap-
plicable contracts, laws, and regulations. Settlement for royalty in-
terest not taken in kind shall be made by working interest owners respon-
sible 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 royaltles due under their leases,.

If gas obtalned from lands not subject to this agreement 1s in-

troduced into any participating area hereunder, for use in repressuring,
~14-



stimulation of production, or increasing ultimate recovery, which shall be
in conformlity with a plan first approved by the Supervisor, the State Com-
missioner, and the State Commlsslon, a like amount of gas, after settlement
as hereln 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; pro-
vided 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 Super-
visor, the State Commissioner ahd the State Commission as conforming to
good petroleum engineering practice; and provided further, that such right
of withdrawal shall terminate on the termination of this unit agreement.

Royalty due the United States shall be computed as proVided in
the 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 substances allocated to
such lands.

15. RENTAL SETTLEMENT, Rental or minimum royalties due on
leases committed hereto shall be paid by working interest owners responsi-
ble therefor under existing contracts, laws, and regulations, provided
that nothing herein contéined shall operate to relieve the lesgsees 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.
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Rentals on State of New Mexico lands subject to this agreement
shall be pald at the rates specifled In the respective leases,

With respect to any lease on non-Federal land contalning pro-
visions which would terminate such lease unless drilling operations were
within the time therein speciflied commenced upon the land covered thereby
or rentals pald for the privilege of deferring such drilling operations,
the rentals required thereby shall, notwithstanding any other provision
of this agreement, be deemed to accrue and become payable during the term
thereof as extended by this agreement and thereafter until the required
drilling operations are commenced upon the land covered thereby or some
portion of such land 1s included wlthin a participating area.

16, CONSERVATION, Operations hereunder and production of
unitized substances shall be conducted to provide for the most economlcal
and efficient recovery of saild substances without waste, as defined by
or pursuant to State or Federal law or regulation.

17. DRAINAGE. The Unlt Operator shall take appropriate and
adequate measures to prevent dralnage of unitized substances from unitized
land by wells on land not subject to thils agreement, or, with the consent
of the Director and the State Commlssioner, pursuant to applicable regﬁla-
tions pay a falr and reasonable compensatory royalty.

18. LEASES AND CONTRACTS CONFORMED AND EXTENDED., The terms,
condlitions, and provisions of all leases, subleases, and other contracts
relating to exploration, drilling, development, or operation for oil or
gas of lands committed to thils agreement are hereby expressly modified
and amended to the extent necessary to make the same conform to the pro-
visions hereof, but otherwise to remain in full force and effect; and the
parties hereto hereby consent that the Secretary as to Federal leases and
the State Commissioner as to State leases shall and each by his approval
hereof, or by the approval hereof by hils duly authorized representative,
does hereby establish, alter, change, or revoke the drilling, producing,
rental, minimum royalty, and royalty requlirements of Federal and State
leases commltted hereto and the regulations in respect thereto to conform
sald requirements to fhe provisions of this agreement, and, without limiting

the generallty of the foregoing, all leases, subleases, and contracts are
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particularly modified in accordance with the following:

(2) The development and operation of lands subject to this
agreement under the 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
agreemeﬁt, regardless of whether there 1s any development of any
particular part or tract of the unlt area, notwithstanding any-
thing to the contrary in any lease, operating agreement or other
contract by and between the parties hereto, or thelr 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 beneflt of each and every tract of
unitized land, and no lease shall be deemed to expire by reason
of fallure to drlll or produce wells situated on the land therein
embraced.

(c) Suspension of drilling or producing operations on all
unltized lands pursuant to direction or consent of the Secretary
and the State Commissioner, or thelr duly authorlzed representative,
shall be deemed to constitute such suspension pursuant to such
directioh or consent as to each and every ftract of unitized land.

(d) Each lease, sublease or contract relating to the explora-
tion, drilling, development or operation for oil or gas of lands,
other than those of the United States and State of New Mexico, com-
mitted to this agreement, which, by its terms might explre prior.
to the termination of this agreement, 1s hereby extended beyond
any such term so provided therein so that 1t shall be continued in
full force and effeoct for and during the term of this agreement.

(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 untlil the termination hereof. Any other Federal lease com-
mitted hereto shall continue in force beyond the term so provided
therein or by law as to the land committed so long as such lease re-

mains subject hereto, provided that produection is had in paying
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quantitlies 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 im-
medlately preceding paragraph, will expire, 1s hereby extended be-
yond any such term so provided therein so that 1t shall be continued
in full force and effect for and during the term of the underlying
lease as such term 1s herein extended.

(g) Any lease embracing lands of the State of New Mexico which
1s made subject to this agreement, shall continue in force beyond
the term provided thereln as to the lands committed hereto until the
termination hereof.

(h) The segregation of any Federal lease committed to this agree-
ment 1s 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 sStat. 583, 585): "Any (Federal) lease hereafter committed to
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 pro-
duced in paying quantities.”

(1) Any lease embracing lands of the State of New Mexlico having
only a portion of its lands committed hereto, shall be segregated as
to the portion committed and the portlon not committed, and the terms
of such lease shall apply separately to such segregated portions com-
mencing as of the effective date hereof; provided, however, notwith-
standing any of the provisions of this agreement to the contrary any
lease embracing lands of the State of New Mexico having only a portlon

of its lands commltted hereto shall continue in full force and effect
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beyond the term provided therein as to all lands embraced in such
leagse, 1f oll or gas 1s dlscovered and 1s capable of belng produced
in paylng 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 1n bona fide drilling or reworking operatlons
on some part of the lands embraced in such lease, the same, as to
all lands embraced therein, shall remain in full force and effect
so long as such operations are being diligently prosecuted, and if
they result in the production of oll or gas, said lease shall con-
tinue in full force and effect as to all of the lands embraced there-
in, so long thereafter as oill or gas 1n paying quantities 1s being
produced from any portion of said lands.
19. COVENANTS RUN WITH LAND. The covenants hereln shall be con-
strued to be covenants running with the land with respect to the interest
of the parties hereto and thelr successors in Interest until this agree-
ment terminates, and any grant, transfer, or conveyance, of interest in
land or leases subject hereto shall be and hereby 1s conditioned upon the
assumptlon of all privileges and obligations hereunder by the grantee,
transferee, or other successor ln interest. No assignment or transfer of
any working interest, royalty, or other interest subject hereto shall be
binding upon Unit Operator until the flrst day of the calendar month after
Unlt Operator is furnished with the original, photostatlc, or certifiled
copy of the instrument of transfer.
20, EFFECTIVE DATE AND TERM. This agreement shall become ef-
fective upon approval by the Director and the State Commissioner or their
duly authorized representatives as of the date of approval by the Director
and shall terminate five (5) years from said effective date unless:
(2) such date of expiration is extended by the Director and the
State Commissioner, or

(b) it 1s reasonably determined prlor to the expiration of the
fixed term or any extension thereof that the unitized land 1s in-
capable of production of unitized substances in paying quantitiles in

the formations tested hereunder and after notice of intention to
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terminate the agreement on such ground 1s given by the Unit Opera-
tor to all partles in interest at thelr last known addresses, the
agreement 1s terminated with the approval of the Director and State
Commissioner, or
(c) a valuable discovery of unitized substances has been made
on unitized land during sald initial term or any extension thereof,
in which event the agreement shall remain in effect for such term
and so long as unitlzed substances can be produced 1in paying quanti-
ties, 1.e., in this particular instance in quantities sufficlent to
pay for the cost of producing same from wells on unitlzed land within
any participating area established hereunder and, should production
cease, so long thereafter as diligent operations are 1n progress for
the restoration of production or discovery of new production and so
long thereafter as the unitized substances so dlscovered can be produced
as aforesaild, or
(d) 1t 1is 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 State Commissioner;
notice of any such approval to be given by the Unit Operator to all parties
hereto.
21. RATE OF PROSPECTING, DEVELOPMENT, AND PRODUCTION. The
Director is hereby vested wilith authority to alter or modify from time to
time in his discretlion the quantlity and rate of production under this agree-
ment 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 alloca-
tion program, which is established, recognized, and generally adhered to
by the majority of operators in such State, such authority belng hereby
limlted 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 1s also hereby vested wlith authority to alter or modify from
time to time in his discretion the rate of prospecting and development
and the quantity and rate of production under this agreement when such
alteration or modification is in the interest of attalning the conserva-

tion objectives stated in this agreement and 1s not in violation of any
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applicable Federal or State law,.

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

22, CONFLICT OF SUPERVISION, Neither the Unit Operator nor
the working interest owners nor any of them shall be subject to any for-
felture, termination or explration of any rights hereunder or under any
leases or contracts subJect hereto, or to any penalty or liability on ac-
count of delay or fallure in whole or 1n part to comply with any appli-
cable provision thereof to the extent that the Unit Operator, working
Interest owners or any of them are hindered, delayed or prevented from
complylng therewith by reason of fallure of the Unit Operator to obtain
in the exercise of due diligence, the concurrence of proper representatives
of the Unlted States and proper representatives of the State of New Mexlco
in and about any matters or thing concerning which it 1s required herein
that such concurrence be obtalined. The parties hereto; including the State
Commission, agree that all powers and authority vested in the State Com-
misslon 1n and by any provisions of this agreement are vested in the State
Commission and shall be exerclsed by it pursuant to the provisions of the
laws of the State of New Mexico and subject in any case to appeal or Jjudi-
clal review as may now or hereafter be provided by the laws of the State
of New Mexico.

23. APPEARANCES. Unit Operator shall, after notice to other
parties affected, have the right to appear for and on behalf of any and
all interests affected hereby before the Department of the Interior, the
Commissloner of Public Lands of the State of Néw Mexico and the New Mexico
0il Conservation Commission and to appeal from orders issued under the
regulations of sald Department, the State Commlission or State Commlssioner
or to apply for relief from any of sald regulations or in any proceedings
relative to operations before the Department of the Interior, the State
Commissioner, or State Commisslon or any other legally constituted
authority; provided, however, that any other interested party shall also
have the right at his own expense to be heard in any such proceeding.

24, NOTICES., All notices, demands or statements required here-
under to be given or rendered to the parties hereto shall be deemed fully

glven 1f given i1n wrilting and personally delivered to the party or sent
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by postpald reglstered or certified mail, addressed to such party or
partlies 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 party may have furnished in writing to party
sending the notice, demand or statement,.

25. NO WAIVER OF CERTAIN RIGHTS, Nothing in this agreement
contained shall be construed as a walver by any party hereto of the right
to assert any legal or constitutional right or defense as to the validity
or invalidity of any law of the State wherein saild unitized lands are
located, or of the United States, or regulatlons 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. TUNAVQIDABLE DELAY. All obligations under this agreement
requliring the Unit Operator to commence or continue drilling or to operate
on or produce unitized substances from any of the lands covered by this
agreement shall be suspended while, but only so long as, the Unit Operator
desplite the exercise of due care and diligence 1s prevented from complying
with such obligations, in whole or in part, by strikes, acts of God,
Federal, State, or municipal law or agencles, unavoldable accidents, un-
controllable delays 1n transportation, inablility to obtain necessary
materials in open market, or other matters beyond the reasonable control
of the Unlt Operator whether similar to matters herein enumberated or not.

27. FAIR EMPLOYMENT. In connectlon with the performance of
work under this agreement, the Unit Operator agrees not to discriminate
against any employee or appllicant for employment because of race, religion,.
color, or national origin. The aforesald provision shall include, but not
be limited to, the following: employment, upgrading, demotlon, or trans-
fer; recruitment or recrultment advertising, layoff or terminatlon; rates
of pay or other forms of compensation; and selection for ftraining, in-
cluding apprenticeship. The Unit Operator agrees to post hereafter 1n
conspicuous places, avallable for employees and applicants‘for employ-
ment, notices to be provided by the contracting officer setting forth the
provisions of the non-discrimination clause,

The Unit Operator agrees to insert the foregoing provision in
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all sub-contracts hereunder, except sub-contracts for standard commercilal
supplies or raw materials,

28. 10SS OF TITLE. In the event title to any tract of unitized
land shall fall and the true owner cannot be induced to join in this unit
agreement, such tract shall be automatically regarded as not committed
hereto and there shall be such readjustment of future costs and benefits
as may be required on account of the loss of such title. 1In 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 1liability for interest untll the dlspute 1s finally settled;
provided, that, as to Federal and State land or leases, no payments of
funds due the United States or the State of New Mexico should be with-
held, but such funds of the United States shall be deposited as directed
by the Supervisor and such funds of the State of New Mexico shall be de-
posited as directed by the State Commisslioner to be held as unearned money
pending final settlement of the title dispute, and then applled as earned
or returned in accordance wlth such final settlement.

Unlt Operator as such 1s relieved from any responsibility for any
defect or fallure of any title hereunder.

29. NON-JOINDER AND SUBSEQUENT JOINDER. If the owner of any
substantial interest in a tract within the unit area fails or refuses to
subscribe or consent to this agreement, the owner of the working interest
in that tract may withdraw said tract from this agreement by written notice
to the Director, thé State Commissioner, and the Unit Operator prior to
the approval of thies agreement by the Director. Any oll 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, 1f 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 subsequent joinder, as provided in this section,
by a worklng interest owner is subject to such requirements or approvals,
if any, pertaining to such Joinder, as may be prévided for in the unilt

operating agreement. After final approval hereof Jjolnder by a non-working
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interest owner must be consented to in wrilting by thenworking interest
owner committed hereto and responsible for the payment of any beneflts
that may accrue hereunder in behalf of such non-working interest. Jolnder
by any owner of a non-working interest, at any time, must be accompanied
by appropriate Jolnder 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-lnterest owner, at any time,
must be accompanlied by appropriate Jjoinder to the unit operating agreement,
1f more than one commltted 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 effectlive as of the first day of the month
following the filing wilith the Supervisor, the State Commissgioner and the
State Commission of duly executed counterparts of all or any papers neces-
sary to establish effective commitment of any tract to this agreement un-
less obJection to such Joinder 1s duly made within 60 days by the Director,
State Commissloner, or State Commission.

30. COUNTERPARTS. This agreement may be executed 1in any number
of counterparts no one of which needs to be executed by all parties or may
be ratified or consented to by separate instrument in wrlting specifically
referring hereto 'and shall bevbinding upon all those partlies who have
executed such a counterpart, ratiflcation, or consent hereto with the same
force and effeect as if all such parties had signed the same document and
regardless of whether or not 1t 1s executed by all other parties ownlng
or claiming an interest in the lands within the above-descrlbed unit area.

IN WITNESS WHEREOF, the parties hereto have caused thls agree-

ment to be executed and set opposlite thelr respective names the date of

execution.
GULF OIL CORPORATION
ATTEST:
By
Assistant Secretary Attorney-in-Fact

UNIT OPERATOR & WORKING INTEREST OWNER
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WORKING INTEREST OWNERS
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LAWY DEPARTMENT

DAVID T. SEARLS A A ,
GENERAL COUNSEL ~ ROSWELL, NEW MEXICO
PITTSBURGH, PA
DAVID W. STEPHENS AUDRESS ALL CCRRESPONDENCE IN CARE CF
TORNEY
PR WORTH TexAS P.O.BOX 669, LAW DEPARTMENT
WILLIAM V. KASTLER Apl"ll 8, 1960

Secretary-Director

New Mexico 01l Conservation Commission
P. 0. Box 871

Santa Fe, New Mexico

Re: In the Matter of the Application of
Gulf 01l Corporation for the approval
of the Unit Agreement for the develop-
ment and operation of the North Caverns
Unit Area, Eddy County, New Mexico.

Dear Sir:

Gulf 0il Corporation respectfully herein requests the Com-
mission's approval of the North Caverns Unit Agreement, coples of
which are attached hereto, on the grounds that the proposed unit
plan will in principle tend to promote the conservation of oill and
gas and the preventlon of waste. In support of its application,
Gulf states as follows:

1., That the Unit Area shall be:

T-22-S, R-24-E, N.M.P.M, T-23-3, R-24-E, N,M.P,M.

Sec. 26: 3/2 Sec. 1l: W/2
27: 8/2 2: All
34: A1l 3: All
35: All 10: A1l
11: All
12: W/2

14: N/2, SW/4, W/2 SE/A
{,30% 15: All

containing 6,302.63 acres, more or less,

2. That the Unlt Area may by the terms and provisions of
the Unit Agreement be enlarged or contracted as pro-
vided but that the adminisgtrative approval for any ex-
pansion or contraction of the Unit Area must also be
obtained from the Secretary-Director of the 01l Conser-
vation Commlssilon.

3, That the Unit Operator ghall file with the Commission
1 an executed original or an executed counterpart of the



Secretary-Director
New Mexico 01l Conservation Commission
April 8, 1960

Page 2

North Caverns Unit Agreement within 30 days after the
effective date thereof.

That any party owning rights in the unitized substances
who does not commit such rights to sald Unit Agreement
before the effective date thereof may thereafter become
a party thereto by subscribing to such agreement or
counterpart thereof or by ratifying the same. The Unit
Operator shall file with the Commission within 30 days
an original of any such counterpart or ratification.

That the Order of the Commission should become effective
upon the approval of sald Unlt Agreement by the Director
of the United States Geological Survey and the Commis-
sioner of Public Lands for the State of New Mexico, and
shall terminate ipso facto upon the termination of said
Unit Agreement. The last Unit Operator shall immediately
notify the Commission in writing of such termination.

The Unlt test well is located in the NW/4 of the SW/4 of Sec-
tion 11-23S-24E. The well 1s projected to a depth adequate to test
the Devonian formation, not to exceed 11,750 feet.

Gulf 01l Corporation has previously obtained a preliminary
designation of Unit Area from the Acting Director of the United
States Geologlcal Survey, a verifax copy of which 1s attached here-

to.

It 1s requested that this matter be set for hearing before
an examiner at an early date.

WVK:eji

Respectfully submitted,

GULF OIL CORPORATION

v L em e

William V., Kastler

Enclogures



™ REFLY RMIPER TOx

UNITED STATES
DEPARTMENT OF THE INTERIOR
GEOLOGICAL SURVEY

WASHINGTON 28,D.C.
FEB 1 R 1960

Gulf Oil Corporation
P. O, Drawer 669
Roswell, New Mexico

Attention: Mr, W. A, Shellshear

Gentlemen:

Your application of January 22, 1960, filed with the
Regional Oil and Gas Supervisor, Roswell, New Mexico requests the
designation of 6,302.63 acres, more or less, in Eddy Ccunty, New
Mexico, as logically subject to exploration and development under
the unitization provisions of the Mineral Leasing Act, as amended,

Pursuant to the unit plan regulations of December 22, 1950,
(30 CFR 226,3), the land outlined in your plat marked North Caverns
Unit Area, Eddy County, New Mexico, is hereby designated as a logical
unit area.

Your proposed form of unit agreement, which substantially
follows the June 1957 reprint of the standard form and contains modi-
fications required by the State of New Mexico, 1s acceptable. The
description of the unit ares in Section 2 of the agreement may be
nade by reference to official Bureau of Land Management survey, or by
reference to Exhibit "A'. The proposed initial exploratory well to
test formations of Devonian age or to & depth of 11,750 feet, 1s ac-
ceptable,

In the absence of any other type cf land requiring special
provisions or any other objections not now apparent, a duly executed
unit agreement will be approved if submitted in approvable status
within & reasonable pericd of time, When the executed agreement is
transmitted to the Supervisor fcr spproval, include the latest status
of all acreage showing the current owners of all interests involved.

. If ownership of any interest in a tract is divided, show in Exhibit 'B"
the percentage of each such owner. Notice is hereby given that the
right is reserved to deny approval of any executed agreement submitted
which, in our opinion, does not have the full commitment of sufficient
lands to afford effective control of unit operations.

Very truly yours,

Acting Director



M REPLY REPER TO«

UNITED STATES

DEPARTMENT OF THE INTERIOR A lA
GEOLOGICAL SURVEY
WASHINGTON 28,D.C.

FEB 1 F 1960

Gulf 01l Corporation
P. O, Drawer 669
Roswell, New Mexico

Attention: Mr. W. A. Shellshear °

Gentlemen:

Your application of January 22, 1960, filed with the
Regional 01l and Gas Supervisor, Roswell, New Mexico requests the
designation of 6,302.63 acres, more or less, in Eddy Ccunty, New
Mexico, as logically subject to explorstion and development under
the unitization provisions of the Mineral Leasing Act, as amended.

Pursusnt to the unit plan regulations of December 22, 1950,
(30 CFR 226.3), the land cutlined in your plat marked North Caverns
Unit Area, Eddy County, New Mexico, is hereby designated as a logical
unit area.

Your proposed form of unit agreemant, which substantially
follows the June 1957 reprint of the standard form and contains modi-
fications required by the State of New Mexico, is acceptable. The
description of the unit area in Section 2 of the agreement may be
made by reference to official Bureau of Land Management survey, or by
reference to Exhibit "A"., The proposed initial exploratery well to
test formations of Devonian age or to & depth of 11,750 feet, is ac-
ceptable,

In the absence of any other type of land requiring special
provisions or any other objections not now apparent, a dulv executed
unit agreement will be approved if submitted in approvable status
within a reasonable period of time. When the executed agreement is
transmitted to the Superviscr for approval, include the latest status
of all acreage showing the current owners of all interests involved.
If ownership of any interxest in a tract is divided, show in Exhibit "B"
the percentage of each such owner, MNotice is hereby given that the
right is reserved to deny approval of any executed agreement submitted
which, in our opinion, does not have the full commitment of sufficient
lands to afford effective control of unit operations,

Very truly yours,

Acting Director
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HumBLE Q1L &.
HEXPEORARMONDEBPARTMENT
P. O. BOX 1287

RosweLL, New MEXICO

He i 1 . ‘
SEEJN 22 B o1 Zu

June 21, 1960

Mrs. Ida Rodriguez

0il Conservation Commission
Capitol Building

Santa Fe, New Mexico

Dear Ida:

Enclosed is the North Cavern Unit as promised.

very much. See you in a week or so.

RFM:eh

Best regards,

(A sA—

R. F. Matthews

Enclosure

_%}}EJNING COMPANY

Thanks
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