GOVERNOR
DAVID F. CARGO
CHAIRMAN

State of Netw Mexico
®il Tonservation Commission

LAND COMMISSIONER STATE GEOLOGIST

oo A. L. PORTER, JR.
GUY:«CE,:aBéRHAYS L SECRETARY - DIRECTOR
P. O. BOX 2088
SANTA FE
May 3, 1967
Mr. Jason Kellahin Re: Case No. 3560
Kellahin & Fox Order No. p_3224
Attorneys at Law Applicant:
Post Office Box 1769
Santa Fe, New Mexico Phillips Petroleum Company

Dear Sir:

Enclosed herewith are two copies of the above-referenced Com~-
mission order recently entered in the subject case.

Very truly yours,

DA G,

A. L. PORTER, Jr.
Secretary-Director

ALP/ir
Carbon copy of drder also sent to:

Hobbs OCC X

Artesia QOCC

Aztec OCC

Other Mr. Ray Graham, State Land Office, Santa Fe, New Mexico




Sate o New Mexico
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Commissioner o[ Puuic Lamds
GUYTON B. HAYS Faad P. 0. BOX 1148
COMMISSIONER Kooy SANTA FE, NEW MEXICO
Hay 5, 1967

Phillips Petroleum Company
P. O, Box 791
Midland, Texas, 79701

Re: Hat 4desa uUnic
iea County, dew Mexico

ATTENTICN: Mr, Fred Forward
Gentlemen:

The Commissioner of Public Lands nas this date approved
the Hat Mesa Unit, Lea County, New Mexico, subjesct to like
approval by the United States Geological Survey.

We are handing to Mr. Don Wolfenberger, five Certifi-
cates of Approval of the Unit Agreement, also Official Re~
ceipt No., I 6287 in the amount of Eighty-Five ($585.00) Doliars
which covgrs the filing fee.

Please furnish uz 8 copy of Certificate of Determination
by the United Statas Geological Survey.

Very truly yours,
GUYTOR &, HAYS
COMMISESIONER OF PUBLIC LANDS

aYs
Ted Bilberry, o2irector
2il and Gas Department
GBH/TB/EL/s
encls.,
cci United States Geological Survey
Roswall, New Hexico { ltr., only)
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EXPLORATION AND PRODUCTION DEPARTME
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May 22, 1967

State of New Mexico

0il Conservation Commission
State Land Office Building
Santa Fe, New Mexico

Attention: Mr. A. L. Porter, Jr.

Re: Hat Mesa Unit
Lea County, New Mexico
Case No. 3560
Order No. R-3224

Gentlemen:

Attached hereto please find executed original by consent and ratification
of the working interest owners and overriding royalty interest owners to
the Hat Mesa Unit as specified in paragraph (3) of Order No. R-3224.

We are also enclosing a photo copy of Certification-Determination approval
by Robert H. Lyddan, Acting Director of the United States Geological Survey
on May 15, 1967, and designating No. 14-08-0001-8853 to the Hat Mesa Unit
Agreement.

A copy of the approval of the Commissioner of Public Lands, State of New
Mexico, 1s also included. 8

411 working interest owners have executed the Consent and Ratification to
the Unit and Unit Operating Agreement, except Atlantic Richfield (Tract 25
Exhibit A and B) and all overriding royalty interest owners known to us
have consented to and ratified the Unit Agreement.

We appreciate your prompt attention to this matter, and if there is anything
further we may do, please advise.

Very truly yours,

Db 04

Don Wolfenberffer
Land Section

DW:lg
Encls.



UNITED STATES
DEPARTMENT OF THE INTERIOR

GEOLOGICAL SURVEY
WASHINGTON, D.C. 20242

MAY 16 1967

Phillips Petroleum Company
P. 0. Box 791
Midland, Texas T9T701

Gentlemen:

On May 15, 1967, Robert H. Lyddan, Acting Director of the Geological
Survey, approved the Hat Mesa unit agreement, Lea County, New Mexdco,
filed by your company as unit operator. This agreement has been
designated No. 14-08-0001-8853, and is effective as of the date of
approval.

Enclosed is one copy of the approved unit agreement for your records.
We request that you furnish the State of New Mexico, and any other
interested principal, with whatever evidence of this approval is
deemed sapproprilate.

Sincerely yours,

Enclosure
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CARTIFICATICH =D BT BB LINATION

14-08.0001 53853

Pursusnt to tho suthordty vested in the Sccretary of Interior,
under the act approved February 25, 1920, 41 Stat, 137, ao amended, 30
U. 5. C, saca, 181, ot meqg,, and delogated to the Director of the Geow
logica) Swrvey pursuant to Departimontal Order Ho. 23465 of October 8,
1947, I do herebys

A, Approve the attached agroanant for tho developront and
operation of the lat Mosa Unit Area, Lea County, Kew Maxico,

Be Cortify and detormlne that the unit plan of dewolopmant
and operaticn contarplated in the stiached agroasent is nocessary end
advisalle in the publis intorest for the purpose of more proporly
congorving the natural resowcos.

. C, Cordify and dotormmdne that the drilling, producdng, rental,
winimm royalty, and royalty requiramants of all Pederal leasos colie '
mitted to sald agreamont are hoveby establishod, altered, changed, or
Tovoked to conform with tha termg and conditlons of this agresuort.

HaY 15
Datod ____" :




CERTIFICATE OF APPROVAL

COMMISSIONER OF PUBLIC LANDS, STATE OF NEW MEXICO

HAT MESA UNIT
LEA COUNTY, NEW MEXICO

There having been presented to the undersigned Commissioner of Public
Lands of the State of New Mexico for examination, the attached Agreement
for the development and operation of acreage which is described within
the attached Agreement, dated Maxch 22, 1967 , which said
Agreement has been executed by parties owning and holding o0il and gas
leases and royalty interests in and under the property described, and up-
on examination of said Agreement, the Commissioner finds:

(a) That such agreement will tend to promote the conservation
of 0il and gas and the better utilization of reservoir
energy in said area.

(b) That under the proposed agreement, the State of New Mexico
will receive its feir share of the recoverable oil or gas
in place under its lands in the area.

(c) That each beneficiary Institution of the State of New
Mexico will receive its fair and equitable share of the
recoverable oil and gas under its lands within the area.

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

NOW, THEREFORE, by virtue of the authority conferred upon me under
Sections 7-11-39, 7-11-40, 7-11-41, 7«11-47, and 7-11-48, New Mexico
Statutes Annotated, 1953 Compilation, I, the undersigned Commissioner
of Public Lands of the State of New Mexico, do hereby consent to and
approve the said Agreement, however, such consent and approval being
limited and restricted to such lands within the Unit Area, which are
effectively committed to the Unit Agreement as of tinis date, and, further,
that leases insofar as the lands covered thereby committed to this Unit
Agreement shall be and the same are bhereby amended to conform with the terms
of such Unit Agreement, and said leases shall remain in full force and ef~-
fect in accordance with the terms and conditions of said Agreement. This
approval is subject to all of the provisions and requirements of the afore-
said statutes.

IN WITNESS WHEREOF, this Certificate of Approval is executed, with seal
affixed, this th. day of May , 10 67

i B ey

COMMISSTOXER OF PUBLIC LANDS -
of the State of New Mexico

0G-26
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BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING =~ i
°  CALLED BY THE OIL CONSERVATION ' ,
' COMMISSION OF NEW MEXICO FOR
THE PURPOSE OF CONSIDERING:

'CASE No. 3560 _
Order No, R=3224

'* . APPLICATION OF PHILLIPS PETROLEUM
' COMPANY FOR APPROVAL OF THE HAT MESA -
" | UNIT AGREEMENT, LEA COUNTY, NEW MEXICO.

- ORDER OF THE COMMISSION

BY THE COMMISSION:

- This cause came on for hearing at 9 a.m. on April 26, 1967,
.at Santa Fe, New Mexico, before Examiner Elvis A. Utz.

NOW, on this 3rd__day 6f May, 1967, the Commission, a
~ quorum being present, having considered the testimony, the record,
“and the recommendations of the. Examiner,. and bexng fully advised

.in the premises,
FINDS:

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

.matter thereof.

(2) That the applicant, Phllllps Petroleum Company, seeks
. -approval .of the Hat Mesa Unit Agreement coverlng 7874.03 acres,
,more ‘or - lesa, of State and Federal lands described as f£follows:

LEA COUNTY, NEW MEXICO

TOWNSHIP 21 SOUTH, RANGE 32 EAST, NMPM ’
Section 1l: Lots 11, 12, 13, 14, and §8/2

Section 2: Lots 9 through 16 and S/2

.Section 3: SE/4

Section 10: E/2 : T
Sections 11, 12, and 13: All ' _
Section 1l4: N/2 and SE/4

Section 243 XN/2

{ S' SN N Y

ROSWELL, e iy
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CASE No..3560
Order. No. R=3224

TOWNSHIP 21 SOUTH, RANGE 33 EAST, NMPM.
Section 6: Lot 18 and SE/4 SW/4
- Section 7: Lots 1, 2, 3, 4, E/2 W/2,
' ‘and E/2 -
‘Section 8: -All .
" Section 9: W/2
Section 16: W/2
> - Section 17: All
' Section 18: Lots 1, 2, 3, 4, E/2 W/2,
.+ and E/2° .
Section 19: Lots 1, 2, E/2 NW/4, and
N NE/4 : :

(3) That approval of the proposed unit agreement should

‘promote the prevention of waste and the protection of correlative

© xights within the unit area.

IT IS THEREFORE ORDERED:

{1) That the Hat Mesa Unit Agreement is hereby approved.

(2) That the plan contained in said unit agreement for the

~ development and operation of the unit area is hereby approved in

‘within 30 days after the effective date thereof;

principle as a proper conservation measure; provided, however,

‘that notwithstanding any of the provisions contained in said unit
"agreement, this approval shall not be considered as waiving or

relinquishing, in any manner, any right, duty, or obligation which

.is now, or wmay hereafter be, vested in the Commission to supervise

and control operations for the exploration and development of any
lands committed to the unit and production of oil or gas therefrom.

(3) That the unit operator shall file with the Commission

an executed original or executed counterpart of the unit agreement
that in the event

of subsequent joinder by any party or expansion or contraction of .

.the unit area, the unit operator shall file with the Commission

within 30 days thereafter counterparts of the unit agreement
reflecting the subscription of those interests having joined or

‘ratified.

(4) That. this order shall become effective upon the approval
of said unit agreement by the Commissioner of Public Lands for the
State of New Mexico and the Director of the United States Geologi-
cal Survey; that this order shall terminate ipso facto upon the

;termznatxon of saxd unxt agreement: and that. the last unit

QY
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CASE No. 3560
Order No. R-=3224

operator shall notify the Commission 1mmed1ately in writing

o aof such termxnatlon.

(5) That jurisdiction of this cause is retained for the
entry of such further orders as the Commission way deem necessary.

DONE at Santa Fe, New Mexico, on the day and'year hereinabove
desxgnated. : ' ' '

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

" DAVID F. CARGO, Chairman

. : HAYS Member
Wi

- A, L.fPORTER Jr., Mefiver & Secretary

esx/




UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION

OF THE
HAT MESA UNIT AREA
COUNTY OF LEA

STATE OF NEW MEXICO
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UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION
OF THE
HAT MESA UNIT AREA
COUNTY OF LEA
STATE OF NEW MEXICO

NO.

THIS AGREEMENT, entered into as of the 22nd day of March , 1967
by and between the parties subscribing, ratifying, or consenting hereto, and
herein referred to as the "parties hereto,"

WITNESSETH:

WHEREAS, the parties hereto are the owners of working, 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 jointly or separately with
others, in collectively adopting and operating a cooperative or unit plan of
development or operation of any oil qQr gas pool, field, or like area, or any
part thereof for the purpose of more properly conserving the natural resources
thereof whenever determined and certified by the Secretary of the Interior to
be necessary or advisable in the public interest; and

WHEREAS, the Commissioner of Public Lands of ihe State of New Mexico
is authorized by an Act of the Legislature (Sec. 7-11-39 N.M. Statutes 1953
Annotated) té consent to or approve this agreement on behglf of the State of
New Mexico, in so far as it 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
is authorized by an Act of the Legislature (Art. III, Ch. 65, Vol. 9, part 2,
Statutes 1953 Annotated) to approve this agreement and the conservation
provisions hereof; and

WHEREAS, the parties hereto hold sufficient interests in the Hat
Mesa Unit Area covering the land hereinafter described to give reasonably

effective control of operations therein; and



WHEREAS, it is the purpose of the parties hereto to conserve natural
resources, prevent waste, and secure other benefits obtainable through develop-
ment 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 respective
interests in the below-defined unit area, and agree severally among themselves
as follows:

1. ENABLING ACT AND REGULATIONS. The Mineral Leasing Act of
February 25, 1920, as amended, supra, and all valid pertinent regulations,
including operating and unit plan regulations, heretofore issued thereunder
or valid, pertinent, and reasonable regtlations 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 lands, the oil and gas operating regulations in
effect as of the effective date hereof governing drilling and producing
operations, not inconsistent with the terms hereof or the laws of the State
of New Mexico are hereby accepted and made a part of this agreement.

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

Township 21 South, Range 32 East, N.M.P.M.
Section 1: Lots 11, 12, 13, 14 and S/2
Section 2: Lots 9, 10, 11, 12, 13, 14,
15, 16 and S/2

Section 3: SE/L

Section 10: E/2

Section 11: A1l

Section 12: All

Section 13: All

Section 14: N/2 and SE/4
Section 24: N/2

Township 21 South, Range 33 East, N.M.P.M,

Section 6: Lot 18, and SE/L SW/4
Section 7: Lots 1, 2, 3, 4, E/2 W/2, E/2
Section 8: All

Section 9: W/2

Section 16: W/2

Section 17: All

Section 18: Lots 1, 2, 3, 4, BE/2 W/2, E/2
Section 19: Lots 1, 2, E/2 NW/4, NE/4

Containing 7874.03 acres, more or less

—o-



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 is a schedule show-
ing to the extent known to the Unit Operator the acreage, percentage, and kind
of ownership of oil and gas interests in all land in the unit area. However,
nothing herein or in said schedule or map shall be construed as a represen-
tation 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 when-
ever changes in the unit area render such revision necessary, or when requested
by the Cil and Gas Supervisor, hereinafter referred to as "Supervisor," or when
requested by the Commissioner of Public Lands of the State of New Mexico, here-
inafter referred to as "Commissioner," and not less than six (6) coples of the
revised exhibits shall be filed with the Supervisor, and two (2) copies thereof
shall be filed with the Commissioner and one (1) copy with the New Mexico 0il
Conservation 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 is necessary or advisable to conform with the purposes of this
agreement. Such expansion or contraction shall be effected in the following
manner:

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

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

and the State Commission and copies thereof mailed to the last known address of
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each working interest owner, lessee, and lessor whose interests are affected,
advising that thirty (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 preceding
item (b) hereof, Unit Operator shall file with the Supervisor, the 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 application in sufficient number, for
approval of such expansion or contraction and with appropriate joinders.

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

(e) All legal subdivisions of unitized lands (i.e., 40 acres by
Government survey or its nearest lot or tract equivalent in instances of
irregular surveys; however, unusually large lots or tracts shall be considered
in multiples of 4O acres, or the nearest aliquot equivalent thereof, for the
purpose of elimination under this subsection), no parts of which are entitled
to be in a participating area within five (5) years after the first day
of the month following the effective date of the first initial participating
area established under this unit agreement, shall be eliminated automatically
from this agreement, effective as of the first day thereafter, and such lands
shall no longer 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 drill-
ing operations are in progress on unitized lands not entitled to participation,
in which event all such lands shall remain subject hereto for so long as
such drilling operations are continued diligently, with not more than 90
days' time elapsing between the completion of one such well and the commence-
ment of the next such well, except that the time allowed between such wells
shall not expire earlier than 30 days after the expiration of any period of
time during which drilling operations are prevented by a matter beyond the

reasonable control of unit operator as set forth in the section entitled

e



"Unavoidable Delay;" provided that all legal subdivisions of lands not in a
participating area and not entitled to become participating under the appli-
cable provisions of this agreement within ten (10) years after said first

day of the month following the effective date of said first initial participat-
ing area shall be eliminated as above specified. Determination of creditable
"Unavoidable Delay" time shall be made by unit operator and subject to approval
of the Director and the Commissioner. The unit operator shall, within 90 days
after the effective date of any elimination hereunder, describe the area so
eliminated to the satisfaction of the Director and the 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 6é0%
of the current unitized bas’c royalty interests (exclusive of the basic royalty
interests of the United States and the State of New Mexico), on a total-nonparticipating
acreage basis, respectively, with approval of the Director and the Commissioner
provided such extension application is submitted to the Commissioner and the
Director not later than 60 days prior to the expiration of said 10-year periocd.

Any expansion 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 oil and gas in any and all formations
of the unitized land are unitized under the terms of this agreement and herein
are called "unitized substances."

4. UNIT OPERATOR. Phillips Petroleum Company, with offices in
Midland, Texas, is hereby designated as Unit Operator and by signature hereto
as Unit Operator commits to this agreement all interests in unitized substances
vested in it and agrees and consents to accept the duties and obligations of
Unit Operator for the discovery, development and production of unitized sub-
stances as herein provided. Whenever reference is made herein to the Unit

Operator, such reference means the Unit Operator acting in that capacity and
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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. Unit Operator shall
have the right to resign at any time prior to the establishment of a participat-
ing area or areas hereunder, but such resignation shall not become effective
s0 as to release Unit Operator from the duties and obligations of Unit Operator
and terminate Unit Uperator's rights as such for a period of 6 months after
notice of intention to resign has been served by Unit Operator on all working
interest owners and the Director, the Commissioner and State Commission and
until all wells then drilled hereunder are placed in a satisfactory condition
for suspension or abandomment whichever is required by the Supervisor as to
Federal lands and by the State Commission as to State lands unless a new
Unit Operator shall have been selected and approved and shall have taken
over and assumed the duties and obligations of Unit Operator prior to the
expiration of said period.

Unit Operator shall have the right to resign in like manner and
subject to like limitations, as above provided, at any time a participating
area established hereunder is in existence, but, in all instances of resignation
or removal, until a successor unit operator is selected and approved as here-
inafter provided, the working interest owners shall be jointly responsible for
performance of the duties of unit operator, and shall not later than 30 days
before such resignation or removal becomes effective appoint a common agent
to represent them in any action to be taken hereunder.

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

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

shall be effective upon notice thereof to the Director and the Commissioner.
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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 upeon the resignation
or removal of Unit Operator becoming effective, such Unit Operator shall deliver
possession of all equipment, materials, and appurtenances used in conducting
the unit coperations and owned by the working interest owners to the new duly
qualified successor Unit Cperator or to the owners thereof if no such new
Unit Cperator is elected, to be used for the purpose of conducting unit
operations hereunder. Nothing herein shall be construed as authorizing removal
of any material, equipment and appurtenances needed for the preservation of
any wells.

6. SUCCESSOR UNIT OPERATOR. Whenever the Unit Operator shall tender
his or its resignation as Unit Operator or shall be removed as hereinabove
provided, or a change of Unit Operator is negotiated by working interest
owners, the owners of the working interests in the participating area or
areas according to their respective acreage interests in such participating
area or areas, or, until a participating area shall have been established,
the owners of the working interests according to their respective acreage
interests in all unitized land, shall ty 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 agree-
ment, 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 filed with the Supervisor and
approved by the Commissioner. If no successor Unit Operator is selected
and qualified as herein provided, the Director and Commissioner at
their election may declare this unit agreement terminated.

7. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT. If the

Unit Operator is not the sole owner of working interests, costs and expenses
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incurred by Unit Operator in conducting unit operations hereunder shall be

paid and apportioned among and borne by the owners of working interests, all

in accordance with the agreement or agreements entered into by and between the
Unit Operator and the owners of working interests, whether one or more, sepa-
rately or collectively. Any agreement or agreements entered into between

the working interest owners and the Unit Operator as provided in this section,
whether one or more, are herein referred to as the "unit operating agreement."
Such unit operating agreement shall also provide the manner in which the work-
ing interest owners shall be entitled to receive their respective proportionate
and allocated share of the benefits accruing hereto in conformity with their
underlying operating agreements, leases, or other independent contracts, and
such other rights and obligations as between Unit Operator and the working interest
owners as may be agreed upon by Unit Operator and the working interest owners;
however, no such unit operating agreement shall be deemed either to modify any
of the terms and conditions of this unit agreement or to relieve the Unit Operator
of any right or obligation established under this unit agreement, and in case of
any inconsistency or conflict between the unit agreement and the unit operating
agreement, this unit agreement shall prevail. Three (3) true copies of any
unit operating agreement executed pursuant to this section should be filed

with the Supervisor and one (1) true copy with the Commissioner, prior to
approval of this unit agreement.

8. RIGHTS AND COBLIGATIONS OF UNIT OPERATOR. Except as otherwise
specifically provided herein, the exclusive right, privilege, and duty of
exercising any and all rights of the parties hereto which are necessary or
convenient for prospecting for, producing, storing, allocating, and distribut
ing the unitized substances are hereby delegated to and shall be exercised
by the Unit Operator as herein provided. Acceptable evidence of title to
said rights shall be deposited with said Unit Operator and, together with
_ this agreement, shall constitute and define the rights, privileges, and
obligations of Unit Operator. Nothing herein, however, shall be construed

to transfer title to any land or to any lease or operating agreement, it

—&—



being understood that under this agreement the Unit Operator, in its capacity
as Unit Operator, shall exercise the rights of possession and use vested
in the parties hereto only for the purposes herein specified.

9. DRILLING TO DISCOVERY. Within 6 months after the effective
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 Commissioner
if on State land, or by the State Commission if on privately owned land, if
any, unless on such effective date a well is being drilled conformably with
the terms hereof, and thereafter continue such drilling diligently until the
Devonian formations have been tested or until at a lesser depth unitized sub-
stances shall be discovered which can be produced 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 if on Federal land, of the Commissioner if
on State land, o£ of the State Commission 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 15,500 feet. Until the discovery of a deposit
of unitized substances capable of being produced in paying quantities, the
Unit Operator shall continue drilling 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, until a well capable of producing unitized substances in
paying quantities is completed to the satisfaction of said Supervisor if
it be on Federal land or of the 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 producing unitized substances in paying
quantities in the formations drilled hereunder. Nothing in this section
shall be deemed to limit the right of the Unit Operator to resign as provided
in Section 5 hereof, or as requiring Unit Operator to commence or continue
any drilling during the period pending such resignation becoming effective
in order to comply with the requirements of this section. The Director and

Commissioner may modify the drilling requirements of this section by granting



reasonable extensions of time when, in their opinion, such action is warranted.

Upon failure to comply with the drilling provisions of this section,
the Director and 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 Supervisor and the Commis-
sioner an acceptable plan of development and operation for the unitized land which,
when approved by the Supervisor and the Commissioner, shall constitute the further
drilling and operating obligations of the Unit Operator under this agreement for
the period specified therein. Thereafter, from time to time before the expiration
of any existing plan, the Unit Operator shall submit for the approval of the
Supervisor and the Commissioner a plan for an additional specified period for
the development and operation of the unitized land. Any plan submitted pursuant
to this section shall provide for the exploration of the unitized area and for
the diligent drilling necessary for determination of the area or areas thereof
capable of producing unitized substances in paying quantities in each and every
productive formation and shall be as complete and adequate as the Supervisor and
the Commissioner may determine to be necessary for timely development and proper
conservation of the o0il 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 re-
sources.

Separate plans may be submitted for separate productive zones, sub-
ject to the approval of the Supervisor and the Commissioner.

Plans shall be modified or supplemented when necessary to meet
changed conditions or to protect the interests of all parties to this agree-

ment. Reasonable diligence shall be exercised in complying with the obligations
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of the approved plan of development. The Supervisor and Commissioner are
authorized to grant a reasonable extension of the 6-month period herein
prescribed for submission of an initial plan of development where such action
is justified because of unusual conditions or circumstances. After ccmpletion
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 Commissioner, shall be drilled
except in accordance with a plan of development approved as herein provided.
11. PARTICIPATION AFTER DISCOVERY. Upon completion of a well
capable of producing unitized substances in paying quantities or as soon
thereafter as required by the Supervisor or the Commissioner the Unit Operator
shall submit for approval by the Director and the Commissioner a schedule,
based on subdivisions of the public-land survey or aliquot parts therecf, of
all unitized land then regarded as reasonably proved to be productive of
unitized substances in paying quantities; all lands in said schedule on
approval of the Director and the Commissioner to constitute a participating
area, effective as of the date of completion of such well or the effective
date of the unit agreement, whichever is later. The acreages of both Federal
and non-Federal lands shall be based upon appropriate computations from the
courses and distances shown on the last approved public-land survey as of the
effective date of the initial participating area. Said schedule also shall
set forth the percentage of unitized substances to be allocated as herein
provided to each unitized tract in the participating area so established,
and shall govern the allocation of production from and after the date the
participating area becomes effective. A separate participating area shall
be established in like manner for each separate pool or deposit of unitized
substances or for any group thereof produced as a single pool or zone, and any
two or more participating areas so established may be combined into one with
the consent of the owners of all working interests in the lands within the
participating areas so to be combined, on approval of the Director and the

Commissioner. The participating area or areas so established shall be
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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
in paying quantities, or to exclude land then regarded as reasonably proved
not to be productive in paying quantities and the percentage of allocation
shall also be revised accordingly. The effective date of any revision shall
be the first of the month in which is obtained the knowledge or information
on which such revision is predicated, provided, however, that a more appropriate
effective date may be used if justified by the Unit Operator and approved
by the Director and the Commissioner. No land shall be excluded from a
participating area on account of depletion of the unitized substances.

It is the intent of this section that a participating area shall
represent the area known or reasonably estimated to be productive in paying
quantities; but, regardliess of any revision of the participating area, nothing
herein contained shall be construed as requiring any retrdactive adjustment
for production obtained prior to the effective date of the revision of the
participating area.

In the absence of agreement at any time between the Unit Operator
and the Director and the Commissioner as to the proper definition or redef-
inition of a participating area, or until a participating area has, or areas
have, been established as provided 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 United States and the State of
New Mexico, which shall be determined by the Supervisor for Federal lands
and the Commissioner for State lands and the State Commission as to privately
owned lands and the amount thereof deposited, as directed by the Supervisor
and the Commissioner respectively, to be held as unearned money until a par-
ticipating 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 it is determined, subject to the approval of the Supervisor,

as to wells drilled on Federal land and of the Commissioner as to wells drilled
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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 inclusion of the land on which it is situated 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 is located so long as
such land is not within a participating area established for the pool or
deposit from which such production is obtained. Settlement for working
interest benefits from such a well shall be made as provided in the unit
operating agreement.

12. ALLOCATION OF PRODUCTION. All unitized substances produced
from each participating area established under this agreement, except any
part thereof used in conformity with good operating practices within the
unitized area for drilling, operating, camp and other production or develop-
ment purposes, for repressuring or recycling in accordance with a plan of
development approved by the Supervisor, and Commissioner, or unavoidably
lost, shall be deemed to be produced equally on an acreage basis from the
several tracts of unitized land of the participating area established for
such production and, for the purpose of determining any benefits accruing
under this agreement, each such tract of unitized land shall have allocated
to it such percentage of said production as the number of acres of such tract
included in said participating area bears to the total acres of unitized land
in said participating area, except that allocation of production hereunder
for purposes other than for settlement of the royalty, overriding royalty,
or payment out of production obligations of the respective working interest
owners, shall be on the basis prescribed in the unit operating agreement
whether in conformity with the basis of allocation herein set forth or other-
wise. It is hereby agreed that production of unitized substances from a
participating area shall be allocated as provided herein regardless of whether
any wells are drilled on any particular part or tract of said participating
area. If any gas produced from one participating area is used for repressur-

ing or recycling purposes in another participating area, the first gas withdrawn
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from such last-mentioned participating areé tor sale during the life

of this agreement shall be considered to be the gas so transferred until an
amount equal to that transferred shall be so produced for sale and such gas
shall be allocated to the participating area from which initially produced
as constituted at the time of such final production.

13. DEVELOPMENT OR OPERATION OF NONPARTICIPATING LAND OR FORMATIONS.
Any party or parties hereto owning or controlling the working interest in
any unitized land having thereon a regular well location may with the approval
of the Supervisor as to Federszl land, the Commissioner as to State land, and
the dtate Commission as to privately owned land, and subject to the non-
conflicting provisions of the nit Operating Agreement, at such party's or
parties' sole risk, costs, and expense drill a well at such location on such
land to test any formation for which a participating area has not been estab-
lished or to test any formation for which a participating area has been estab-
lished if such location is not within said participating area, unless within
90 days of receipt 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 results
in production such that the land upon which it is situated may properly be
included in a participating area, such participating area shall be established
or enlarged as provided in this agreement and the well shall thereafter be
operated by the Unit Operator in accordance with the terms of this agreement
and the unit operating agreement.

If any well drilled as aforesaid by a working interest owner obtains
production in quantities insufficient to justify the inclusion in a participat-
ing 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 re-
quirements of this agreement. The royalties in amount or value of production
from any such well shall be paid as specified in the underlying lease and

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

If gas obtained from lands not subject to this agreement is introiuc
ed into any participating area hereunder, for use in repressuring, stimulation
of prodiction, or increasing ultimate recovery, which shall be in conformity with
a plan first approved by the Supervisor and the Commissioner, a like amount of
gas, after settlement as herein provided for any gas transferred from any other
participating area and with due allowance for loss or depletion from any cause,
may be withdrawn from the formation into which the gas was introduced, royalty
free as to dry gas, but not as to the products extracted therefrom; provided
that such withdrawal shall be at such time as may be provided in the plan of
operations or a5 may otherwise be consented to by the Supervisor and the Commissioner
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;
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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 the State of New Mexico shall be computed and paid on the
basis of the amounts allocated to unitized State land as provided herein at the
rate specified in the State oil and gas lease.

Royalty due on account of 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 responsible therefor
under existing contracts, laws, and regulations, provided that nothing herein
contained shall operate to relieve the lessees of any land from their respective
lease obligations for the payment of any rental or minimum royalty in lieu
thereof due under their leases. Rental or minimum royalty for lands of the
United States subject to this agreement shall be paid at the rate specified
in the respective leases from the United States unless such rental or minimum
royalty is waived, suspended, or reduced by law or by approval of the Secretary
or his duly authorized representative.

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

With respect to any lease on non-Federal land containing provisions
which would terminate such lease unless drilling operations were within the
time therein specified commenced upon the land covered thereby or rentals
paid for the privilege of deferring such drilling operations, the rentals
required thereby shall, notwithstanding any other provision of this agree-
ment, be deemed to accrue and become payable during the term thereof as
extended by this agreement and thereafter until the required drilling opera-
tions 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 efficient
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recovery of said substances without waste, as defined by or pursuant to State
or Federal law or regulation.

17. DRAINAGE. The Unit Operator shall take appropriate and adequate
measures to prevent drainage of unitized substances from unitized land by wells
or land not subject to this agreement, or, with the prior consent of the
Director and the Commissioner, pursuant to applicable regulations pay a
fair and reasonable compensatory royalty as determined by the Supervisor as
to Federal leases and the Commissioner as to State leases.

18. LEASES AND CONTRACTS CONFORMED AND EXTENDED. The terms,
conditions, and provisions of all leases, subleases, and other contracts re-
lating 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 provisions 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 Commissioner
as to State leases shall and each by his approval hereof, or by the approval
hereof by his duly authorized representative, does hereby establish, alter,
change, or revoke the drilling, producing, rental, minimum royalty, and
royalty requirements of Federal and State leases committed hereto énd the
regulations in respect thereto to conform said requirements to the provisions
of this agreement, and, without limiting the generality of the foregoing, all
leases, subleases, and contracts are particularly modified in accordance
with the following:

(a) The development and operation of lands subject to this agree-
ment under the terms hereof shall be deemed full performance of all obliga-
tions for development and operation with respect to each and every part or
separately owned tract subject to this agrgement, regardless of whether there.
is any development of any particular part or tract of the unit area, notwith-
standing anything to the contrary in any lease, operating agreement or other
contract by and between the parties hereto, or their respective predecessors
in interest, or any of them.

(b) Drilling and producing operations performed hereunder upon
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any tract of unitized lands will be accepted and deemed to be performed

upon and for the benefit of each and every tract of unitized land, and no
lease shall be deemed to expire by reason of failure to drill or produce wells
sitvated on the land therein embraced.

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

(d) Each lease, sublease or contract relating to the exploration,
drilling, development or operation for oil or gas of lands, other than those
of the United States and State of New Mexico, committed to this agreement,
which, by its terms might expire prior to the termination of this agreement,
is hereby extended beyond any such term so provided therein so that it shall
be continued in full force and effect for and during the term of this agree-
ment.

(e) Any Federal lease for a fixed term of twenty (20) years or
any renewal thereof or any part of such lease which is made subject to this
agreement shall continue in force beyond the term provided therein until the
termination hereof. Any other Federal lease cormitted hereto shall continue
in force beyond the terr so provided ther=in or by law as to the land committed
so long as such lease remains subject hereto, provided that production is
had in paying quantities under this unit agreement prior to the expiration
date of the term of such lease, or in the event actual drilling operations
are commenced on unitized land, in accordance with the provisions of this
agreement, prior to the end of the primary term of such lease and are being
diligently prosecuted at that time, such lease shall be extended for two
years and so long thereafter as oil or gas is produced in paying quantities
in accordance with the provisions of the Mineral Leasing Act Revision of 1960.

{(f) Each sublease or contract relating to the operation and de-
velopment of unitized substances from lands of the United States committed

to this agreemrent, which by its terms would expire prior to the time at which
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the underlying lease, as extended by the immediately preceding paragraph,
will expire, is 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 the underlying lease as such term is herein extended.

(g) Any lease embracing lands of the State of New Mexico which is
made subject to this agreement, shall continue in force beyond the term
provided therein as to the lands committed hereto until the termination
hereof, subject to the provisions of subsection (e) of Section 2, and sub-
section (i) of this Section 18.

(h) The segregation of any Federal lease committed to this agree-
ment is governed by the following provision in the fourth paragraph of Sec.

17 (j) of the Mineral Leasing Act, as amended by the Act of September 2, 1960
(74 Stat. 781-784): ‘'Any (Federal) lease heretofore or hereafter committed

to any such (unit) plan embracing lands that are in part within and in part
outside of the area covered by any such plan shall be segregated into separate
leases as to the lands committed and the lands not committed as of the effective

date of unitization: Provided, however, that any such lease as to the non-

unitized portion shall continue in force and effect for the term thereof but
for not less than two years from the date of such segregation and so long
thereafter as oil or gas is produced in paying quantities.”

(i) 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 provisions of such
lease shall apply separately to such segregated portions commencing as of
the effective date hereof; provided, however, notwithstanding any of the
provisions of this agreement to the contrary any lease embracing lands of
the State of New Mexico having only a portion of its lands committed hereto
shall continue in full force and effect beyond the term provided therein as
to all lands embraced in such lease, if oil or gas is discovered and is
capable of being produced in paying quantities from some part of the lands

embraced in such lease at the expiration of the secondary term of such lease;
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or if, at the expiration of the secondary term, the Lessee or the Unit Operator
is then engaged in bona fide drilling or reworking operations on some part

of the lands embraced in such lease, the same, as to all lands embraced
therein, shall remain in full force and effect so long as such operations

are being diligently prosecuted, and if they result in the production of oil

or gas, said lease shall continue in full force and effect as to all of the
lands embraced therein, so long thereafter as o0il or gas in paying quantities
is being produced from any portion of said lands.

19. COVENANTS RUN WITH LAND. The covenants herein shall be construed
to be covenants running with the land with respect to the interest of the
parties hereto and their successors in interest until this agreement terminates,
and any grant, transfer, or conveyance, of interest in land or leases subject
hereto shall be and hereby is conditioned upon the assumption of all privileges
and obligations hereunder by the grantee, transferee, or other successor in
interest, No assignment or transfer of any working interest, royalty, or
other interest subject hereto shall be binding upon Unit Operator until the
first day of the calendar month after Unit Operator is furnished with the
original, photostatic, or certified copy of the instrument of transfer.

20. EFFECTIVE DATE AND TERM. This agreement shall become effective
upon approval by the Secretary and the Commissioner or their duly authoriz-
ed representatives as of the date of approval by the Secretary and shall
terminate five (5) years from said effective date unless:

(a) such date of expiration is extended by the Director and the
Commissioner, or

(b) it is reasonably determined prior to the expiration of the
fixed term or any extension thereof that the unitized land is incapable of
production of unitized substances in paying quantities in the formations
tested hereunder and after notice of intention to terminate the agreement
on such ground is given by the Unit Operator to all parties in interest at
their last known addresses, the agreement is terminated with the approval of

the Director and Commissioner, or
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(¢) a valuable discovery of unitized substances has been made or
accepted on unitized land during said initial term or any extension thereof,
in which event the agreement shall remain in effect for such term and so long
as unitized substances can be produced in quantities sufficient to pay for
the cost of producing same from wells on unitized land within any participat-
ing area established hereunder and, should production cease, so long there-
after as diligent operations are in progress for the restoration of production
or discovery of new production and so long thereafier as the unitized substances
so discovered can be produced as aforesaid, or

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

This sgreement may be terminated at any time by not less than 75
per centur, on an acreage basis, of the owners of working interests signatory
hereto, with the approval of the Director and 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 with authority to alter or modify from time to time in his
discretion the quantity and rate of production under this agreement when such
quantity and rate is not fixed pursuant to Federal or State law or does not
conform to any state-wide voluntary conservation or allocation program, which
is established, recognized, and generally adhered to by the majority of
operators in such State, such authority being hereby limited to alteration
or modification in the public interest, the purpose thereof and the public
interest to be served thereby to be stated in the order of alteration or
modification. Without regard to the foregoing, the Director is also hereby
vested with 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 attaining the conservation objectives stated in this agreement and is not
in violation of any applicable Federal or State law; provided, further, that
no such alteration or modification shall be effective as to any land of the

State of New Mexico, as to the rate of prospecting and developing in the
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absence of the specific written approval thereof by the Commissioner and
as to any lands of the State of New Mexico or privately owned lands subject
to this agreement as to the quantity and rate of production in the absence
of specific written approval thereof by the State Commission.

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

22. CONFLICT OF SUPERVISION. Neither the Unit Operator nor the
working interest owners nor any of them shall be subject to any forfeiture,
termination or expiragtion of any rights hereunder or under any leases or
contracts subject hereto, or to any penalty or liability on account of delay
or failure in whole or in part to comply with any applicable provision there-
of to the extent that the Unit Operator, working interest owners or any of
them are hindered, delayed or prevented from complying therewith by reason
of failure of the Unit Operator to obtain in the exercise of due diligence,
the concurrence of proper representatives of the United States and proper
representatives of the State of New Mexico in and about any matters or thing
concerning which it is required herein that such concurrence be obtained.

The parties hereto, including the State Commission, agree that all powers

and authority vested in the State Commission in and by any provisions of this
agreement are vested in the State Commission and shall be exercised by it
pursuant to the provisions of the laws of the State of New Mexico and subject
in any case to appeal or judicial 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 Commissioner of
Public Lands of the State of New Mexico and the New Mexico 0il Conservation
Commission and to appeal from orders issued under the regulations of said
Department, the State Commission or Commissioner or to apply for relief from
any of said regulations or in any proceedings relative-to operations before

the Department of the Interior, the Commissioner, or State Commission or any
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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 pro-
ceeding.

24. NOTICES. All notices, demands or statements required here-
under to be given or rendered to the parties hereto shall be deemed fully
given if given in writing and personally delivered to the party or sent by
postpaid registered or certified mail, addressed to such party or parties
at their respective addresses set forth in connection with the signatures
hereto or to the ratification or consent hereof or to such other address as
any such party may have furnished in writing to party sending the notice,
demand or statement.

25. MNO WAIVER OF CERTAIN RIGHTS. MNothing in this agreement con-
toined shall be construed as a waiver 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 said unitized lands are located,
or of the United States, or regulations issued thereunder in any way affect-
ing such party, or as a waiver by any such party of any right beyond his or
its authority to waive.

26. UNAVOIDABLE DELAY. All obligations under this agreement
requiring the Unit Operator to commence or continue drilling or to operate
on or produce unitized substances from any of the lands covered by this
agreement shall be suspended while, but only so long as, the Unit Operator
despite the exercise of due care and diligence is prevented from complying
with such obligations, in whole or in part, by strikes, acts of God, Federal,
State, or municipal law or agencies, unavoidable accidents, uncontrollable
delays in transportation, inability to obtain necessary materials in open
market, or other matters beyond the reasonable control of the Unit Operator
whether similar to matters herein enumerated or not.

27. NONDISCRIMINATION. In connection with the performance of work
under this agreement, the operator agrees to comply with all of the provisions
of Section 202 (1) to (7) inclusive, of HExecutive Order 11246 (30 F.R. 12319),

which are hereby incorporated by reference in this agreement.
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28. RECLAMATION LANDS. Nothing in this agreement shall modify the
special, Federal-lease stipulations, if any, applicesble to lands under the jurisdic-
tion of the Bureau of Reclamation.

29. 10SS OF TITLE. 1In the event title to any tract of unitized
land shall fail and the true owner cannot be induced to join in this unit
agreement, such tract shall be automatically regarded as not committed here-
to and there shall be such readjustment of future costs and benefits as may
be required on account of the loss of such title. In the event of a dispute
as to title as to any royalty, working interest, or other interests subject
thereto, payment or delivery on account thereof may be withheld without lia-
bility for interest until the dispute is 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 withheld, 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 deposited as directed by the Commissioner
to be held as unearned money pending final settlement of the title dispute,
and then applied as earned or returned in accordance with such final settlement.

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

30. NON-JOINDER AND SUBSEQUENT JOINDER. If the owner of any sub-
stantial 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,
the Commissioner, and the Unit Operator prior to the approval ef this
agreement by the Commissioner and the Director. Any oil or gas interests
in lands within the unit area not committed hereto prior to submission of this
agreement for final approval may thereafter be committed hereto by the owner or
owners thereof subscribing or consenting to this agreement, and, if the interest
is a working interest, by the owner of such interest also subscribing to the
unit operating agreement. After operations are commenced hereunder, the right

of subsequen® joinder, as provided in this section, by a working interest owner
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is subject 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 joinder by a non-working interest owner must be consented to in writ-

ing by the working interest owner committed hereto and responsible for the
payment of any benefits that may accrue hereunder in behalf of such non-work-
ing interest. Joinder by any owner of a non-working interest, at any time, must
be accompanied by appropriate joinder by the owner of the corresponding working
interest in order for the interest to be regarded as committed hereto. Joinder
to the unit agreement by a working interest owner, at any time, must be ac-
companied by appropriate joinder to the unit operating agreement, if more than
one committed working interest owner is involved, in order for the interest

to be regarded as committed to this unit agreement. Except as may otherwise
herein be provided subsequent joinders to this agreement shall be effective as
of the first day of the month following the filing with the Supervisor and

the Commissioner of duly executed counterparts of all or any papers necessary

to establish effective commitment of any tract to this agreement unless objection
to such joinder is duly made within 60 days by the Director or the Commissioner,
provided, that as to State lands all subsequent joinders must be approved by the
Commissioner.

31. PROTECTION OF POTASH DEPOSITS. No wells will be drilled for oil
or gas at a location on Federal lands which in the opinion of the Supervisor or
at a location on State lands which in the opinion of the Commissioner would result
in undue waste of potash deposits or constitute a hazard to or unduly interfere
with mining operations being conducted for the extraction of potash deposits.

The drilling or abandonment of any well on unitized land shall be
done in accordance with applicable oil and gas operating regulations,. including
such requirements as to Federal lands as may be prescribed by the Supervisor and
as to State lands by the Commissioner, as necessary to prevent the infiltration
of oil, gas or water into formations containing potash deposits or into mines or
workings being utilized in the extraction of such deposits.

Well records and survey plats that an oil and gas lessee of Federal
lands must file pursuant to applicable operating regulations (30 CFR Part 221)

shall be available for inspection at the Office of the Supervisor to any party

-25-



holding a potash permit or lease on the Federal land on which the well is
situated insofar as such records are pertinent to the mining and protection
of potash deposits.

32. 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 as i1f all such parties had signed the same document and regardless of
whether or not it is executed by all other parties owning or claiming an interest
in the lands within the above-described unit area.

IN WITNESS WHERECF, the parties hereto have caused this agreement
to be executed and set opposite their respective names the date of execution.

UNIT OPERATOR AND WORKING INTEREST OWNER

Date: WZ{MZ% R 4, [/ %77 PHILLIPS PETROLEUM COMPANY

P. O, Box 791
Midland, Texas 79701

T till
ttorney-in-Fact

OTHER WORKING INTEREST OWNERS

Date: UNION OIL COMPANY OF CALTFORNIA
By,
Date: GULF OIL CORPORATION
By
Date: RALPH LOWE ESTATE
By.
.Date: UNION PRODUCING COMPANY
By.
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Date: PAN AMERICAN PETROLEUM CORPORATION

By

Date: SINCLAIR OIL & GAS COMPANY
By

Date: SUPERIOR OIL COMPANY
By.

THE STATE OF TEXAS )
COUNTY OF MIDLAND 0

BEFORE ME, the undersigned authority, a Notary Public in and for said
County and State, on this day personally appeared FRED FORWARD, Attorney-in-Fact
for PHILLIPS PETROLEUM COMPANY, known to me to be the person whose name is sub-
‘scribed to the foregoing instrument, and acknowledged to me that the same was the
act of the said PHILLIPS PETROLEUM COMPANY, a corporation, and that he executed
the same as the act of such corporation for the purposes and tonsideration there-

in expressed, and in the capacity therein stated.

GIVEN UNDER MY HAND AND SEAL OF OFFICE this the _5311457#”> day of

j7w , 1967.

Koeee 60l

Notary Public in and for Midland County,
Texas. Lowrszine S Galow
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LEGEND

O Tract Number

—— Unit Outline, 7,874.03 Acres HAT MESA UNIT AREA
LEA COUNTY, NEW MEXICO
(] Federal Land, 4,631. 69 Acres

EZ2 State of New Mexico Land, 3,242.34 Acres

EXHIBIT "A"



SCHEDULE SHOWING ALL LANDS AND OWNERSHIP

EXHIBIT "B"

WITHIN THE UNIT AREA

HAT MESA UNIT, LEA COUNTY, NEW MEXICO

TRACT  DESCRIPTION. LEASE NO. & BASIC ROYALTY ) OVERRIDING ROYALTY WORKING INTEREST
NO. OF LAND ACRES EXP. DATE AND PERCENTAGE LESSEE OF RECORD AND PERCENTAGE ANl PERCENTAGE
1. T-21S, R-32E 480.00  NM-026684 U.S.A.: 12-1/2% Phillips Petroleum Co. Beard 0il Co.- 2-7/8% Phillips Petroleum All
Sec. 1: Lots 11, 12, 8-31-67 (2) Amax Pet. Corp.- 1-1/8%
13, 14, S/2 Bruce Anderson- 1-3/L%
Vola V. Bunnel- 3 of 1%
2. T-21S, R-32E 80.00 NM-028705 U.S.A.: 12-1/2% Phillips Petroleum Co. Bryan Bell-Production Phillips Petroleum All
Sec. 3: E/2 SE/L 5-31-67 (2) payment of $750 per acre
‘ out of 5%
3. T-21S, R-32E 24,0.00 NM-061261 U.S.A,: 12-1/2% Estate of Ralph Lowe, None Estate of Ralph Lowe, All
Sec. lh: NW/4, 5-31-69 (2) Deceased Deceased
N/2 SE/4
L. T-21S, R-32E 640.00 NM-061261-A U.S.A.: 12-1/2% Union 0il of Calif. Fred Goodman- 1-1/4% Union Oil of Calif. All
Sec. 13: N/2, 5-31-69 (2) Est. of Ralph Lowe- 1-1/4%
N/2 5/2 Vola Horst Bunnel- 2-1/2%
Sec., 14: NE/A
5, T-21S, R-32E 160.00  NM-093840 U.S.A.: 12-1/2% Phillips Petroleum Co. Pubco Pet. Corp.- 12-1/2% Phillips Petroleum A1l
Sec. 2: Lots 11, 12, 7-31-70 (2)
13, 14
6. T-21S, R-33E 160.00 NM-0120543 U.S.A.: 12-1/2% Gulf 0il Corp. Gerald T. Tresner- 5% Gulf Oil Corp. All
Sec. 18: NE/L 1-31-71



PAGE 2

TRACT DESCRIPTION LEASE NO. & BASIC ROYALTY OVERRIDING ROYALTY WORKING INTEREST
NO. OF LAND ACERES EXP. DATE AND PERCENTAGE LESSEE OF RECORD AND PERCENTAGE AND PERCENTAGE
7. T-215, R-32E 711.69  NM-0202296 U.S.A.: 12-1/2% Gulf Oil Corp. Walter L. Morrison- 5% Gulf 0il Corp. A1l
Sec. 2: Lots 9, 10, 6-30-73
15, 16
Sec. 10: SE/4
Sec. 13: S/2 s/2
Sec. 14: S/2 SE/4
T-21S, R~33E
Sec. 18: lots 1, 2,
E/2 NW/4
8. T-21S, R-32E 80.00 NM-0239367 U.S.A.: 12-1/2% Pan American Pet. Corp. Bertha W. Hendel- 5% Pan American Pet. Corp. All
Sec. 12: 5/2 SE/h 3-31-72
3. T-21S, R-32E 320.00 NM-0257272 U.S.A.: 12-1/2% Phillips Petroleum Co. R. L. Grady- 1-1/4% Phillips Petroleum All
Sec., 11: NE/, 5-31-72 Amco 0il Corp.- 3-3/L%
SW/k
10. T-21S, R-32E 320.00 NM-0257272-A U.S.A.: 12-1/2% Gulf 0il Corp. E. Jeanne Slaydon- 4% Gulf 0il Corp. All
Sec. 12: W/2 5-31-72
11. T-21S, R-32F 80.00 NM-0325223  U.S.A.: 12-1/2% Union 0Oil of Calif. John A. Wyman- 2-1/2% Union Oil of Calif. ALl
Sec, 12: W/2 NE/4 11-30-72 Ted A. Beach- 2-1/2%
12. T-21S, R-32E 160.00 NM-0362177 U.S.A.: 12-1/2% Superior 0il Co. None Superior 0il Co. All
Sec. 10: NE/4 11-30~73
13. T-21S, R-32F 80.00 NM-O481118  U.S.A.: 12-1/2% Phillips Petroleum Co. Curtis R. Inman- 5% Phillips Petroleum A1l
Sec. 3: W/2 SE/4 12-31-73
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TRACT DESCRIPTION LEASE NO. & mbmHo ROYALTY OVERRIDING ROYALTY WORKING INTEREST

NO. OF LAND ACRES EXP. DATE AND PERCENTAGE LESSEE OF RECORD AND PERCENTAGE AND PERCENTAGE

1. T-21S, R-32E mwo.oo NM-0523215 U.S.A.: 12-1/2% Phillips Petroleum Co. Elsie G. Gorman- 5% Phillips Petroleum All
Sec. 2: 5/2 3-31-74

15. T-215, R-32E 480.00 NM-0553706 U.S.A.: 12-1/2% Phillips Petroleum Co. Katherine V. Johnson- 5% Phillips Petroleum All
Sec. 11: NW/4, SE/4 5-31-74
Sec. 12: E/2 NE/4,

N/2 SE/L

16. T-21S, R-32E 320.00 NM-0556868 U.3.A.: 12-1/2% Phillips Petroleum Co. Erma Dee Robley- 2-1/L% Phillips Petroleum A1l

Sec. 24: N/2 4=30-75 Helen I. Fehr-- 2-1/,%

Robert P. Kunkel- % of 1%

TOTAL 16 TRACTS FEDERAL LANDS - 4631,.69 ACRES, 58.82235% OF UNIT AREA




STATE OF NEW MEXTCO LANDS

PAGE 4

TRACT  DESCRIPTION LEASE NO. & BASIC ROYALTY OVERRIDING ROYALTY WORKING INTEREST
NO. " OF LAND ACRES EXP. DATE AND PERCENTAGE SSEE OF RECORD AND Fod “ENTAGE AND PERCENTAGE
17. T-21S, R-33E 320.00  OG-4047-1 State: 12-1/2% Union 0il of Calif. None Unior 0il of Calif. A1l
Sec. 16: W/2 7-15-68
18. T-21S, R-33E 400.00  0G-4326-1 State: 12-1/2%  Union 0il of Calif. None Union 0il of Calif. All
Sec. 17: E/2, 8-19-68
E/2 NW/L
19. T-21S, R-33E 360.00 0G-4642 State: 12-1/2% Estatse of Ralph Lowe, Nene Estate of Ralph Lowe,
Sec. 8: SW/L, 10-21-68 Deceased Deceased A1l
S/2 SE/L,
NE/L SE/L,
S/2 NE/L
20. T-21S, R-33E 151.51 0G-5382-1 State: 12-1/2% Pan American Pet. Corp. M. . Merritt- 3/8 of 1/16 Pan American Pet. Corp. All
Sec. 7: lots 3, 4, 4~21-69 of 8/%
E/2 SW/4 John K. Funk- 5/8 of 1/16
of 8/8
21. T-218, R-33E 160,00 K-108 State: 12-1/2% Union 0il of Calif. None Union 0il of Calif. A11
Sec., 9: W/2 SW/k, 1-19-70
S/2 NW/L
22. T-218, R=-33E 320.00 K-188 State: 12-1/2% Union Producing Co. None Union Producing Co. All
Sec. 7: E/2 2-16-70
23. T-21S, R-33E 151.87 K-786 State: 12-1/2% Union 0il of Calif. None Union 0il of Calif. All
Sec, 18: Lots 3, 4, 5-20-70

E/2 SW/i
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TRACT  DESCRIPTION LEASE NO. & BASIC ROYALTY OVERRIDING ROYALTY WORKING INTEREST
NO. OF LAND ACRES EXP. DATE AND PERCENTAGE LESSEE OF RECORD AND PERCENTAGE AND PERCENTAGE
24, T-215, R-33E 226.92 K-868-1 State: 12-1/2% Sinclair 0il & Gas Co. None Sinclair 0il.& Gas Co. A1l
Sec. 6: Lot 18, 10-18-70
SE/L SW/k
Sec. 7: Lots 1, 2,
E/2 NW/L
25, T-215, R-33E 80.00  K-4485 State: 12-1/2%  Atlantic Richfield None Atlantic Richfield A1l
Sec. 9: E/2 Sw/i 10-20-74
26. T-213, R-33E 400.00 K-5003-2 State: 12-1/2% Phillips Petroleum Co. 320 Minerals Ltd.-Production Phillips Petroleum All
Sec. 17: SW/k, 5-18-75 payment of $750 per acre
W/2 NW/L out of 5%
Sec. 18: SE/L
27. T-21S, R-33E 360.00 K-5642 State: 12-1/2% Phillips Petroleum Co. None Phillips Petroleum All
Sec. 8: N/2 NE/L, 1-18-76
NW/L,
NW/4 SE/L
Sec. 9: N/2 Nv/L
28. T-21S, R-33E 312.04 K-6043 State: 12-1/2% Phillips Petroleum Co. None Phillips Petroleum All
Sec, 19: Lots 1, 2, 5-17-76
E/2 N/,
NE/L

TOTAL 12 TRACTS, STATE OF NEW MEXICO TANDS - 3,2L2.3l, ACRES, L1.17765% OF UNIT AREA

FEDERAL LANDS
STATE LANDS

TOTAL LANDS

RECAPITULATION
4,631.69 Acres

3,242.34 Acres
7,874.03 Acres

58.82235% Unit Area

41.17765% Unit Area

100,00000% Unit Area




CONSENT AND RATIFICATION
HAT MESA UNIT AND UNIT OPERATING AGREEMENT
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO

The undersigned hereby acknowledges receipt of a copy of the Unit
Agreement for the Development and Operation of the Hat Mesa Unit Area embracing
lands situated in Lea County, New Mexico and also a copy of the Unit Operating
Agreement for said unit area, both of which are dated March 22, 1967 and further
acknowledges that the undersigned is familiar with the terms and conditions
thereof. The undersigned, being the owner of certain leasehold or other in-
terests in the lands or minerals embraced in said unit area as set forth on
the schedule attached to said Unit Agreement as Exhibit "B", does hereby com~
mit all of its said interests to the Hat Mesa Unit Agreement and does hereby
consent to said Unit Agreement and the Unit Operating Agreement and ratifies
all of the terms and provisions thereof exactly the same as if the undersigned
had executed the original of said Unit Agreement and Unit Operating Agreement,

or a counterpart thereof,

IN WITNESS WHEREOF, this instrument is executed by the undersigned as
of the date set forth opposite its signature.

ATERERx UNION OIL COMPANY OF CALIFORNIA " ﬁf
PNt
) s

By, Qﬂ/ %Mw/ a

EEoarataaR Attorney-in-Fact
DATE: April //, 1967
STATE OF TEXAS I
COUNTY OF MIDLAND I
The foregoing instrument was acknowledged before me this __// day

of April s, 1967 by JOHN HANSEN s

Attorney-in-Fact of __UNION OIL COMPANY OF CALIFORNIA 3
a California corporation, on behalf of said corporation.

Commission Expires:
.:é/ HLUMA H. SLOAN
Notary Public

wn ), 1 9@7



CONSENT AND RATIFICATION
HAT MESA UNIT AND UNIT OPERATING AGREEMENT
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO

The undersigned hereby acknowledges receipt of a copy of the Unit
Agreement for the Development and Operation of the Hat Mesa Unit Area embracing
lands situated in Lea County, New Mexico and also a copy of the Unit Operating
Agreement for said unit area, both of which are dated March 22, 1967 and further
acknowledges that the undersigned is familiar with the terms and conditions
thereof. The undersigned, being the owner of certain leasehold or other in-
terests in the lands or minerals embraced in said unit area as set forth on
the schedule attached to said Unit Agreement as Exhibit "B", does hereby com-
mit all of its said interests to the Hat Mesa Unit Agreement and does hereby
consent to said Unit Agreement and the Unit Operating Agreement and ratifies
all of the terms and provisions thereof exactly the same as if the undersigned
had executed the original of said Unit Agreement and Unit Operating Agreement,
or a counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned as
of the date set forth opposite its signature.

ATTEST: =~ - GULF OIL CORPORATION

%%g;g%%ﬁf Secretary ' Attorney in Fact -~

APR 2 7 1367

DATE:
STATE oF NEW MEXICO I
COUNTY OF CHAVES |
The foregoing instrument was acknowledged before me this 2,7725 day
of April , 1967 by F. 0. Mortlock = |
Attorney 1n Fact ' of ~______ GUCFOIL CORPORATION |
a —Penqsyfvan1a _corporation, on behalf of said corporation.

My €ommission Expires:
My Commission Expires August 15, 1970 lﬁ % ~
. o . et

- o Notary PubXic



CONSENT AND RATIFICATION
HAT MESA UNIT AND UNIT OPERATING AGREEMENT
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO

The undersigned hereby acknowledges receipt of a copy of the Unit
Agreement for the Development and Operation of the Hat Mesa Unit Area embracing
lands situated in Lea County, New Mexico and also a copy of the Unit Operating
Agreement for said unit area, both of which are dated March 22, 1967 and further
acknowledges that the undersigned is familiar with the terms and conditions
thereof. The undersigned, being the owner of certain leasehold or other in-
terests in the lands or minerals embraced in said unit area as set forth on
the schedule attached to said Unit Agreement as Exhibit "B", does hereby com-
mit all of its said interests to the Hat Mesa Unit Agreement and does hereby
consent to said Unit Agreement and the Unit Operating Agreement and ratifies
all of the terms and provisions thereof exactly the same as if the undersigned
had executed the original of said Unit Agreement and Unit Operating Agreement,
or a counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned as
of the date set forth opposite its signature.

ATTEST: THE SUPERIOR OIL COMPANY
é‘f M By_ (. A7 /Cmdé —
ASSISTART Secretary Vice President
DATE: SAY 41207

STATE OF @W!
COUNTY OF ?W i

7The foregoing instrument was acknowledged before me this é%day

of , 1967 by C, A. NOBLE s
Vice/President of _THE SUPERIOR OIL COMPANY
a = a___-——-—eorporatlon, on behalf of said corporation.

My Commission Expires:




CONSENT AND RATIFICATION
HAT MESA UNIT AND UNIT OPERATING AGREEMENT
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO

The undersigned hereby acknowledges receipt of a copy of the Unit
Agreement for the Development and Operation of the Hat Mesa Unit Area embracing
lands situated in Lea County, New Mexico and also a copy of the Unit Operating
Agreement for said unit area, both of which are dated March 22, 1967 and further
acknowledges that the undersigned is familiar with the terms and conditions
thereof. The undersigned, being the owner of certain leasehold or other in-
terests in the lands or minerals embraced in said unit area as set forth on
the schedule attached to said Unit Agreement as Exhibit "B", does hereby com~
mit all of its said interests to the Hat Mesa Unit Agreement and does hereby
consent, to said Unit Agreement and the Unit Operating Agreement and ratifies
all of the terms and provisions thereof exactly the same as if the undersigned
had executed the original of said Unit Agreement and Unit Operating Agreement,
or a counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned as
of the date set forth opposite its signature.

ATTEST: PAN AMERICAR PETROLEUM CORPORATION
Ry e ?i’ - Réﬁﬂo%%ﬂ
P At 7 /\/y i
o L Byl 7 ""74« )
A7" J/ Secretary Attorney in Fact - -
DATE: | i;%27¢uu;/ :5, //j§i§i77

7

STATE OF TEXAS |
COUNTY OF __ TARRANT I
/
s The foregoing instrument was acknowledged before me this _32—‘*;‘aay
of I w2 , 1967 by D. B. Mason, Jr. s
Aftorney in Fact of __ PAR AMERICAN PETRO c s
a De’lavare corporation, on behalf of said corporation.
My Commission Expires:
(oeree v 77 /47«-4/ % WW
d Notary Public

// SRR BOCRATT



CONSENT AND RATIFICATION
HAT MESA UNIT AND UNIT OPERATING AGREEMENT
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO

The undersigned hereby acknowledges receipt of a copy of the Unit
Agreement for the Development and Operation of the Hat Mesa Unit Area embracing
lands situated in Lea County, New Mexico and also a copy of the Unit Operating
Agreement for said unit area, both of which are dated March 22, 1967 and further
acknowledges that the undersigned is familiar with the terms and conditions
thereof. The undersigned, being the owner of certain leasehold or other in-
terests in the lands or minerals embraced in said unit area as set forth on
the schedule attached to said Unit Agreement as Exhibit "B", does hereby com-
mit all of its said interests to the Hat Mesa Unit Agreement and does hereby
consent to said Unit Agreement and the Unit Operating Agreement and ratifies
all of the terms and provisions thereof exactly the same as if the undersigned
had executed the original of said Unit Agreement and Unit Operating Agreement,

or a counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned as
of the date set forth opposite its signature.

SINCLAIR OIL & GAS COMPANY APPROVED

ATTEST:

l FORM L§PBSTANCE

Assf.” Secretary VICE PRESTDENT
DATE: APR 25 1967
STATE OF I
COUNTY OF . X
The foregoing instrument was acknowledged before me this 5§§Z§£:fi§a§/
’ 0. G. Simpson

of %& » 1967 by s
ice-President of Siaciair Oil & Gas Company s
a __ZZ:Z;>51‘Q;,L_JL4J corporation, on behalf of said corporation.

BARBARA C. TUTTLE
; Notary Publig

Commission Expires:




CONSENT AND RATIFICATION
HAT MESA UNIT AND UNIT OPERATING AGREEMENT
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO

The undersigned hereby acknowledges receipt of a copy of the Unit
Agreement for the Development and Operation of the Hat Mesa Unit Area embracing
lands situated in Lea County, New Mexico and also a copy of the Unit Operating
Agreement for said unit area, both of which are dated March 22, 1967 and further
acknowledges that the undersigned is familiar with the terms and conditions
thereof. The undersigned, being the owner of certain leasehold or other in-
terests in the lands or minerals embraced in said unit area as set forth on
the schedule attached to said Unit Agreement as Exhibit "B", does hereby com-
mit all of its said interests to the Hat Mesa Unit Agreement and does hereby
consent to said Unit Agreement and the Unit Operating Agreement and ratifies
all of the terms and provisions thereof exactly the same as if the undersigned
had executed the original of said Unit Agreement and Unit Operating Agreement,

or a counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned as
of the date set forth opposite its signature.

U “ASSISTANL  Secretary -PRESIDENT W

27/6?,(,/ S /967
7T

UNION PRODUCING COMPANY

ATTEST:

y;?/;he foregoing instrument was acknowl
of { ‘)7

ged before me this
Ay s 1967 by a(éy XDy

of

My Commission Expiges: £242£2%E?§7
ot el oo

Notary Public AV




CONSENT AND RATIFICATION
HAT MESA UNIT AND UNIT OPERATING AGREEMENT
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO

The undersigned hereby acknowledges receipt of a copy of the Unit
Agreement for the Development and Operation of the Hat Mesa Unit Area embracing
lands situated in Lea County, New Mexico and also a copy of the Unit Operating
Agreement for said unit area, both of which are dated March 22, 1967 and further
acknowledges that the undersigned is familiar with the terms and conditions
thereof. The undersigned, being the owner of certain leasehold or other in-
terests in the lands or minerals embraced in said unit area as set forth on
the schedule attached to said Unit Agreement as Exhibit "B", does hereby com-
mit all of its said interests to the Hat Mesa Unit Agreement and does hereby
consent to said Unit Agreement and the Unit Operating Agreement and ratifies
all of the terms and provisions thereof exactly the same as if the undersigned
had executed the original of said Unit Agreement and Unit Operating Agreement,

or a counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned as
of the date set forth opposite its signature.

Lo .

Dee H. Rose

V. H. Van Horn, Jr. '

U Lo i)

H. L. Landua

AL, ¥

Charles L. Morgan,d'{.

ame's L. Morris

A majority of the duly appointed, qualified and acting
Independent Executors of the Estate of Ralph Lowe, Deceased

o ?/‘W/ Vg,g% ADDRESS: P. O. Box 832

Erma Lowe, Individually and as Midland, Texas 79701
Independent Executrix of the "
Estate of Ralph Lowe, Deceased

STATE OF TEXAS {

' i
COUNTY OF MIDLAND |

" The foregoing instrument was acknowledged before me this ZV@day
of April, 1967, by THE ESTATE OF RALPH LOWE, DECEASED, by and .
through H. L. Landua, Charles L. Morgan, Jr., James L. Morris, Dee H.
Rose and V, H. Van Horn, Jr., a majority of its. duly appointed, qualified
and acting Independent Executors, and ERMA LOWE, Individually and as
Independent Executrix of the Estate of Ralph Lowe, Deceased.

My commission expires: gz%uﬁ /(¢ 2;&«4 i
JOYCE R. LEACH - Notary Public Notary blic in and for

In and For Midland County, Texa§7 ‘ Midland County, Texas
"By COmmision - Eepires Jone 1, 10 :




CONSENT AND RATIFICATION
HAT MESA UNIT AGKEEMENT
LEA COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge receipt of
a copy of the Unit Agreement for the Development and Operation of the Hat Mesa
Unit Area embracing lands situated in Lea County, New Mexico, which said agree-
ment is dated the 22nd day of March, 1967, and acknowledge that they have read
the same and are familiar with the terms and conditions thereof.

The undersigned also being the owners of the leasehold, royalty or
other interest in the lands or minerals embraced in said unit area, as indi-
cated on the schedule attached to said Unit Agreement as Exhibit "B", do here-
by commit all of their said interest to the Hat Mesa Unit Agreement and do
hereby consent thereto and ratify all of the terms and provisions thereof
exactly the same as if the undersigned had executed the original of sald Unit

Agreement or a counterpart thereof.
IN WITNESS WHEREOF, this instrument is executed by the undersigned
as of the date set forth in their respective acknowledgments.

~ SIGUATURE

Beard Oil Company

By ‘ZO%W
fos T

STATE OF __ QKEAHAMA i
COUNTY OF i
The foregoing instrument was acknowledged before me this ____ day of
, 1967, by
of
a corporation, on behalf of said corporation.

Notary Public in and for

My Commission Expires: : County,
STATE OF OKLAHOMA I
COUNTY OF __ OKLAROMA I
The foregoing instrument was acknowledged before me this 11lth day
of _Apyil , 1967, by W. M. Beard, Partner of

BEARD GIL COMPANY

WVQQQQkQAoiZD/ ,lifz;:;;;;;;Q//

Notwbllc in and for _ Qklahoma
My Commission Expires: 1-12-68 County, _Oklahoma
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CONSENT AND RATIFICATION
HAT MESA UNIT AGHEEMENT
LEA COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge receipt of
a copy of the Unit Agreement for the Development and Operation of the Hat Mesa
Unit Area embracing lands situated in Lea County, New Mexico, which said agree-
ment is dated the 22nd day of March, 1967, and acknowledge that they have read
the same and are familiar with the terms and conditions thereof.

The undersigned also being the owners of the leasehold, royalty or
other interest in the lands or minerals embraced in said unit area, as indi-
cated on the schedule attached to said Unit Agreement as Exhibit "B", do here-
by commit all of their said interest to the Hat Mesa Unit Agreement and do
hereby consent thereto and ratify all of the terms and provisions thereof
exactly the same as if the undersigned had executed the original of sald Unit
Agreement or a counterpart thereof.

N

IN WITNESS WHEREOF, this instrument is executed by the undersigned
as of the date set forth in their respective acknowledgments.

SIGIATURE
ATTEST: Amax Petroleun Corporation
LEUY D U
Assistant Secreﬁ%ry Vice President
STATE OF OKLAHOMA i
COUNTY OF TULSA i

The foregoing instrument was acknowledgei/zggzzjwfe this ZS day of
April , 1967, by ) —ﬁég

Vice President of AMAX PETROLEG47§ORPORATION s
a Delaware corporation, on behalf of said corporation.

()ostte D

Notary Public in and for [Z4
My Commission Expires: Covﬁ .

. My Commission Expires Aug. 20, 1967
STATE OF i

COUNTY OF I

The foregoing instrument was acknowledged before me this day

of , 1967, by

Notary Public in and for
My Commission Expires: County,




CONSENT AND RATIFICATION
HAT MESA UNIT AGREEMENT

LEA COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge receipt of
a copy of the Unit Agreement for the Development and Operation of the Hat Mesa
Unit Area embracing lands situated in Lea County, New Mexico, which said agree-
ment is dated the 22nd day of March, 1967, and acknowledge that they have read
the same and are familiar with the terms and conditions thereof.

The undersigned also being the owners of the leasehold, royalty or
other interest in the lands or minerals embraced in said unit area, as indi-
cated on the schedule attached to said Unit Agreement as Exhibit "B", do here-
by commit all of their said interest to the Hat Mesa Unit Agreement and do
hereby consent thereto and ratify all of the terms and provisions thereof
exactly the same as if the undersigned had executed the original of said Unit
Agreement or a counterpart thereof.

IN WITNESS WHEREQCF, this instrument is executed by the undersigned
as of the date set forth in their respective acknowledgments.

ADDRESS SIGNATURE
600 SOUTHREST TOWER, HOUSTON, TEXAS 77002
936—Petroteumtiub—Bidg.
(;; SOUTHWEST TOWER, HOUSTON, TEXAS 77002 Bruce Anderson

queline Anderson

STATE OF erva o’ )]
COUNTY OF _prnseq) 0

The foregoing instrument was acknowledged before me this _zf day

of CZLQ/LLLZ , 1967, by Bruce Anderson and

L4

Jacqueline Anderson, his wife

) ANN H. DRUMMOND
Q 3/’2 (] Motary Public & and e Nasrls Couny, Toxss
Notary Public in and forBoudemd B4ISQ,B andes Imn_m,'éwnm Sursty Gorpi,
My Commission Expires;@_.«u,&/?é? County, .

STATE OF 0
COUNTY OF 0

The foregoing instrument was acknowledged before me this day
of , 1967, by

Notary Public in and for
My Commission Expires: ‘ County,




CONSENT AND RATIFICATION
HAT MESA UNIT AGREEMENT

1EA COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge receipt of
a copy of the Unit Agreement for the Development and Operation of the Hat Mesa
Unit Area embracing lands situated in Lea County, New Mexico, which said agree-
ment is dated the 22nd day of March, 1967, and acknowledge that they have read
the same and are familiar with the terms and conditions thereof.

The undersigned also being the owners of the leasehold, royalty or
other interest in the lands or minerals embraced in said unit area, as indi-
cated on the schedule attached to said Unit Agreement as Exhibit "B", do here-
by cormit all of their said interest to the Hat Mesa Unit Agreement and do
hereby consent thereto and ratify all of the terms and provisions thereof
exactly the same as if the undersigned had executed the original of said Unit
Agreement or a counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned
as of the date set forth in their respective acknowledgments.

ADDRESS SIGNATURE

_P. 0. Box 1882 (%4 %’/

Vola V. Bunnel a/k/a Vola Hofst Bunnel

Santa Fe, New Mexico

STATE OF e ) Mexico )]

COUNTY OF <Shu ke e 0

b4

The foregoing instrument was acknowledged before me this Z 7 day

of in / , 1967, by Vola V. Bunnel a/k/a Vola Horst Bunnel

;PJ@ b1id in &hd for  Santa Fe

My Commission Expires: _ 3-21-68 County, New Mexico
STATE OF 0
COUNTY OF )

The foregoing instrument was acknowledged before me this day

of , 1967, by

Notary Public in and for
My Commission Expires: o County, .




CONSENT AND RATIFICATION
HAT MESA UNIT AGREEMENT

LEA COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge receipt of
a copy of the Unit Agreement for the Development and Operation of the Hat Mesa
Unit Area embracing lands situated in Lea County, New Mexico, which said agree-
ment is dated the 22nd day of March, 1967, and acknowledge that they have read
the same and are familiar with the terms and conditions thereof.

The undersigned also being the owners of the leasehold, royalty or
other interest in the lands or minerals embraced in said unit area, as indi-
cated on the schedule attached to said Unit Agreement as Exhibit "B", do here-
by commit all of their sald interest to the Hat Mesa Unit Agreement and do
hereby consent thereto and ratify all of the terms and provisions thereof
exactly the same as if the undersigned had executed the original of said Unit
Agreement or a counterpart thereof.

IN WITNESS WHERECF, this instrument is executed by the undersigned
as of the date set forth in their respective acknowledgments.

ADDRESS SIGNATURE

1331 Third St.
RUEEXRICEX KASHEX

New Orleans, La. 70130

STATE OF g_ﬁm—wcm 0
COUNTY OF __M«./ 0

The foregoing instrument was acknowledged bei@

of_w 51967, by Bryan Bell and
Ruby C. Bell, his wife % M

this _é r{day

., Not Public,in antz’/for
My Commission m . Courtty, .
STATE COF 0
COUNTY OF 0
The foregoing instrument was acknowledged before me this day
of , 1967, by

Notary Public in and for
My Commission Expires: o County, .




CONSENT AND RATIFICATION
HAT MESA UNIT AGREEMENT

LEA COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge receipt of
a copy of the Unit Agreement for the Development and Operation of the Hat Mesa
Unit Area embracing lands situated in lLea County, New Mexico, which said agree-
ment is dated the 22nd day of March, 1967, and acknowledge that they have read
the same and are familiar with the terms and conditions thereof.

The undersigned also being the owners of the leasehold, royalty or
other interest in the lands or minerals embraced in said unit area, as indi-
cated on the schedule attached to said Unit Agreement as Exhibit "B", do here-
by commit all of their said interest to the Hat Mesa Unit Agreement and do
hereby consent thereto and ratify all of the terms and provisions thereof
exactly the same as if the undersigned had executed the original of said Unit
Agreement or a counterpart thereof.

IN WITNESS WHERECF, this instrument is executed by the undersigned
as of the date set forth in their respective acknowledgments.

ADDRESS SIGNATURE

__1101 Ainslee

Midland, Texas Ci:>)g£:. :szgf ;sé: 4 - /

Vera L. Goodman

STATE OF TEXAS 0

COUNTY OF MIDLAND 0

The foregoing instrument was acknowledged before me this __ /o e day

of April , 1967, by Fred G. Goodman and

Vera L. Goodman, his wife

JOYCE R. LEACH - Notary Public
In and For Midland County, Texas 2?44__&'
My Commission Expires June 1, 1967 Notary Public in and for _ Midland

My Commission Expires: County, _ Texas
STATE OF 0
COUNTY OF 0
The foregoing instrument was acknowledged before me this day
of , 1967, by

Notary Public in and for
My Commission Expires: o County, .




CONSENT AND RATIFICATION
HAT MESA UNIT AGREEMENT

LEA COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge receipt of
a copy of the Unit Agreement for the Development and Operation of the Hat Mesa
Unit Area embracing lands situated in Lea County, New Mexico, which said agree-
ment is dated the 22nd day of March, 1967, and acknowledge that they have read
the same and are familiar with the terms and conditions thereof.

The undersigned also being the owners of the leasehold, royalty or
other interest in the lands or minerals embraced in said unit area, as indi-
cated on the schedule attached to said Unit Agreement as Exhibit "B", do here-
by commit all of their said interest to the Hat Mesa Unit Agreement and do
hereby consent thereto and ratify all of the terms and provisions thereof
exactly the same as if the undersigned had executed the original of said Unit
Agreement or a counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned
as of the date set forth in their respective acknowledgments.

ADDRESS o SIGNATURE

Goodman mes L, Morrm ;

H. L. Landua V H. Van Horn, Jr. (.

A majority of the duly appointed, qualified and acting
Independent Executors of the Estate of Ralph Lowe, Deceased

7
"y feeed . ADDRESS: P. O. Box 832
Erma Lowe, Individually and as Midland, Texas 79701

Independent Executrix of the
Estate of Ralph Lowe, Deceased

STATE OF TEXAS 1

|
COUNTY OF MIDLAND |

The foregoing instrument was acknowledged before me this /4 ™ day
of April, 1967, by THE ESTATE OF RALPH LOWE, DECEASED, by and _
through Fred G. Goodman, H. L. Landua, Charles L. Morgan, Jr., James L.
Morris and V. H. Van Horn, Jr., a majority of its duly appointed, qualified
and acting Independent Executors, and ERMA LOWE, Individually and as
Independent Executrix of the Estate of Ralph Lowe, Deceased.

]

My commission expires: _ ‘—gﬂﬁ‘—w
JOYCE R. LEACH - Notary Public - Notary Public in and for

% y:@nd For Midland County, Texas Midland County, Texas
Y o on Expires June 1, 1067




CONSENT AND RATIFICATION
HAT MESA UNIT AGREEMENT

LEA COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge receipt of
a copy of the Unit Agreement for the Development and Operation of the Hat Mesa
Unit Area embracing lands situated in Lea County, New Mexico, which said agree-
ment is dated the 22nd day of March, 1967, and acknowledge that they have read
the same and are familiar with the terms and conditions thereof.

The undersigned alsc being the owners of the leasehold, royalty or
other interest in the lands or minerals embraced in said unit area, as indi-
cated on the schedule attached to said Unit Agreement as Exhibit "B", do here-
by commit all of their said interest to the Hat Mesa Unit Agreement and do
hereby consent thereto and ratify all of the terms and provisions thereof
exactly the same as if the undersigned had executed the original of said Unit

Agreement or a counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned
as of the date set forth in their respective acknowledgments.

SIGEZATURE

ATTEST: Pubco Petroleum Corporation

Y =

J4 F. Shaw, Assistant Secretary

~ ey

Frank D. Gorham, Jr., President

STATE OF New Mexico i

COUNTY OF Bernalillo §

The foregoing instrument was acknowledged before me this 4th  day of

April , 1967, by Frank D. Gorham, Jr. »
President of PUBCO PETROLEUM CORPORATION s
a New Mexico corporation, on behalf of said corporation.

(£ e,

Notary Public in and

My Commission Expires:%_zﬂy County, 7. @

STATE OF i

for

COUNTY OF ]

The foregoing instrument was acknowledged before me this day

of , 1967, by

Notary Public in and for
My Commission Expires: County,




CONSENT AND RATIFICATION
HAT MESA UNIT AGREEMENT

LEA COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge receipt of
a copy of the Unit Agreement for the Development and Operation of the Hat Mesa
Unit Area embracing lands situated in Lea County, New Mexico, which said agree-
ment is dated the 22nd day of March, 1967, and acknowledge that they have read
the same and are familiar with the terms and conditions thereof.

The undersigned also being the owners of the leasehold, royalty or
other interest in the lands or minerals embraced in said unit area, as indi-
cated on the schedule attached to said Unit Agreement as Exhibit "B”, do here-~
by commit all of their said interest to the Hat Mesa Unit Agreement and do
hereby consent thereto and ratify all of the terms and provisions thereof
exactly the same as if the undersigned had executed the original of said Unit
Agreement or a counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned
as of the date set forth in their respective acknowledgments.

ADDRESS SIGNATURE

— —910 Midland Savings Bldg.

Denver 2, Colorado

STATE OF ____COLORADO 0
CITY &
COUNTY OF DENVER 0
The foregoing instrument was acknowledged before me this _ 3rd day
of __dpril , 1967, by ___ Gerald T. Tresner and
Amy Tresner, his wife .

DS T b

ﬁotarj Pubii

My Commnission Expires: March 14,1971 féhht¥,

STATE OF 0
COUNTY OF )

The foregoing instrument was acknowledged before me this day
of , 1967, by

Notary Public in and for
County, .

My Commission Expires:




CONSENT AMND RATIFICATION
HAT MESA UNIT AGREEMENT

LEA COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge receipt of
a copy of the Unit Agreement for the Development and Operation of the Hat Mesa
Unit Area embracing lands situated in lLea County, New Mexico, which said agree-
ment is dated the 22nd day of March, 1967, and acknowledge that they have read
the same and are familiar with the terms and conditions thereof.

The undersigned also being the owners of the leasehold, royalty or
other interest in the lands or minerals embraced in said unit area, as indi-
cated on the schedule attached to said Unit Agreement as Exhibit "B", do here~
by cormit all of their said interest to the Hat Mesa Unit Agreement and do
hereby consent thereto and ratify all of the terms and provisions thereof
exactly the same as if the undersigned had executed the original of said Unit
Agreement or a counterpart thereof.

IN WITNESS WHERECF, this instrument is executed by the undersigned
as of the date set forth in their respective acknowledgments.

ADDRESS

1620 Vermont Street

g
Houston, Texas 77006 ar AN //u APt L. /%MA//&AA_/
Kathleen Morrison

STATE oF  UTAH 0
county oF SALT LAKE 0

The foregoing instrument was acknowledged before me this __? oth day

Of__fpril , 1967, by Walter L, Morrison ZR&

prd
/

,’}4

T /,éé/é Lo
Public in afd for _ Salt Lake

My Commission Expires: ¢ Utah
STATE OF TEXAS i
COUNTY OF HARWIS 0 A’

. . . | ) W
The foregoing instrument was acknowledged before me this U day

of April , 1967, by Kathleen Morrison

/ bt d Sk @Mﬁ‘wg

Notary Public in and for
My Commission Expires: o County, Texas

LORRAINE CALTAGIRONE
Notary Pubfic in and for Harris County, Texas

My Commission Expires June 1, 1967



CONSENT AMD RATIFICATION
HAT MESA UNIT AGREEMENT

LEA COUKTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge receipt of
a copy of the Unit Agreement for the Development and Operation of the Hat Mesa
Unit Area embracing lands situated in Lea County, New Mexico, which said agree-
ment is dated the 22nd day of March, 1967, and acknowledge that they have read
the same and are familiar with the terms and conditions thereof.

The undersigned also being the owners of the leasehold, royalty or
other interest in the lands or minerals embraced in said unit area, as indi-
cated on the schedule attached to said Unit Agreement as Exhibit "B", do here-~
by commit all of their said interest to the Hat Mesa Unit Agreement and do
hereby consent thereto and ratify all of the terms and provisions thereof
exactly the same as if the undersigned had executed the original of said Unit
Agreement or a counterpart thereof.

IN WITNESS WHERECF, this instrument is executed by the undersigned
as of the date set forth in their respective acknowledgments.

SIGNATURE

an

Bertha W. Hendel

Z U
Salt Lake City, Utah /// il i o bl
Charles W. Hendel, III

ADDRESS

—— 1211 South 19th Street

STATE OF ___UTAH 0
COUNTY OF SALT LAKE 0
The foregoing instrument was acknowledged before me this 14th day
of April , 1967, by _Bertha W. Hendel and Charles W. Hendel, III,
her husband T ) D T
/ e .
! \-‘7 - 3
{ z/iféfré—- 12::aaééif:jlg
Métary Public in and for Salt];ake
My Commission Expires: March 5, 1968 County, Utah
STATE OF 0
COUNTY OF )
The foregoing instrument was acknowledged before me this day
of , 1967, by

Notary Public in and for
My Commission Expires: ‘ County,




CONSENT AMD RATIFICATION
HAT MESA UNIT AGREEMENT

LEA COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge receipt of
a copy of the Unit Agreement for the Development and Operation of the Hat Mesa
Unit Area embracing lands situated in Lea County, New Mexico, which sald agree-
ment is dated the 22nd day of March, 1967, and acknowledge that they have read
the same and are familiar with the terms and conditions thereof.

The undersigned also being the owners of the leasehold, royalty or
other interest in the lands or minerals embraced in said unit area, as indi-
cated on the schedule attached to said Unit Agreement as Exhibit "B'", do here~
by commit all of their said interest to the Hat Mesa Unit Agreement and do
hereby consent thereto and ratify all of the terms and provisions thereof
exactly the same as if the undersigned had executed the original of said Unit
Agreement or a counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned
as of the date set forth in their respective acknowledgments.

ADDRESS SIGNATURE
L
_ __45k Petroleum Club Building e
R. L. Grady ,
Denver, Colorado A 4 Lot 'ﬁl , gﬁtf(;@/
Ann M. Grady ,/ J
state oF e lorsole 0
COUNTY OF Do 0
The foregoing instrument was acknowledged before me this ___1fti_ day
of o f , 1967, by R. L. Grady and fnn M. Grady,
his wife

) Notary Pub;}c in 3&? for / Dewe e
My Commission Expires: 7<¢~.3 /9¢j County, _ €+ feva

STATE OF 0

COUNTY OF 0

The foregoing instrument was acknowledged before me this day

Notary Public in and for
My Commission Expires: ‘ County,




CONSENT AND RATIFICATION
HAT MESA UNIT AGHEEMENT

LEA COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge receipt of
a copy of the Unit Agreement for the Development and Operation of the Hat Mesa
Unit Area embracing lands situated in Lea County, New Mexico, which saild agree-
ment is dated the 22nd day of March, 1967, and acknowledge that they have read
the same and are familiar with the terms and conditions thereof.

The undersigned also being the owners of the leasehold, royalty or
other interest in the lands or minerals embraced in said unit area, as indi-
cated on the schedule attached to said Unit Agreement as Exhibit "B", do here-
by commit all of their said interest to the Hat Mesa Unit Agreement and do
hereby consent thereto and ratify all of the terms and provisions thereof
exactly the same as if the undersigned had executed the original of said Unit

Agreement or a counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned
as of the date set forth in their respective acknowledgments.

SIGIATURE

ATTEST: Amco Oil Corporation

. 2
{ 2¢§#§ ; =N o g
. S Byij/{” L %/<i;/(%;-ﬁf1/422 ]
S. Bramson, Secretary A, M. Culver - R A
STATE OF COLORADO ]
COUNTY OF DENVER |

The foregoing instrument was acknowledged before me this _4th day of

April , 1967, by A. M., Culver
President of __ AMCO OIL CORPORATION
a Colorado corporation, on behalf of said corporation.

: , 57
f;?i/#ﬂwf{— e L

Notary Public in and for DENVER

My Commission Expires: 1/5/71 County, _Denver, Colorado
STATE OF i
COUNTY OF i

The foregoing instrument was acknowledged before me this day

of , 1967, by

Notary Public in and for
My Commission Expires: County,




CONSENT AND RATIFICATION
HAT MESA UNIT AGREEMENT

LEA COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge receipt of
a copy of the Unit Agreement for the Development and Operation of the Hat Mesa
Unit Area embracing lands situated in Lea County, New Mexico, which said agree-
ment is dated the 22nd day of March, 1967, and acknowledge that they have read
the same and are familiar with the terms and conditions thereof.

The undersigned also being the owners of the leasehold, royalty or
other interest in the lands or minerals embraced in said unit area, as indi-
cated on the schedule attached to said Unit Agreement as Exhibit "B", do here-
by commit all of their said interest to the Hat Mesa Unit Agreement and do
hereby consent thereto and ratify all of the terms and provisions thereof
exactly the same as if the undersigned had executed the original of said Unit
Agreement or a counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned
as of the date set forth in their respective acknowledgments.

ADDRESS SIGNATURE
A ’) o ‘_? /"

— 13826 Taylorcrest ¢ ALyl %@74@/

E&/Je e Slaydon
Houston 24, Texas . / e
A. G. ¥aydon
(_/
STATE OF ’ed:aj 0
COUNTY OF _Hagay) € 0

The foregoing instrument was acknowledged before me th1345395: day

of /?}z~u%? , 1967, by __~__EL_Jeanns_SlaydQn_and_A._G._Slaydony-——
]

__her husband . : ,
Notafy Publie in and for Lgywm's %

My Commission Expires: 9“ e 1,196 7. County, e s .

STATE OF 0
COUNTY OF 0

The foregoing instrument was acknowledged before me this day
of , 1967, by

Notary Public in and for
My Commission Expires: o County, .




CONSENT AND RATIFICATION
HAT MESA UNIT AGREEMENT

LEA COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge receipt of
a copy of the Unit Agreement for the Development and Operation of the Hat Mesa
Unit Area embracing lands situated in Lea County, New Mexico, which said agree-
ment is dated the 22nd day of March, 1967, and acknowledge that they have read
the same and are familiar with the terms and conditions thereof.

The undersigned also being the owners of the leasehold, royalty or
other interest in the lands or minerals embraced in said unit area, as indi-
cated on the schedule attached to said Unit Agreement as Exhibit "B", do here-
by commit all of their said interest to the Hat Mesa Unit Agreement and do
hereby consent thereto and ratify all of the terms and provisions thereof
exactly the same as if the undersigned had executed the original of said Unit
Agreement or a counterpart thereof.

IN WITNESS WHERECF, this instrument is executed by the undersigned
as of the date set forth in their respective acknowledgments.

ADDRESS SIGNATURE

_ 340 Pine Street ﬁqﬁ & . éﬁé.

Ted A. Beach

San Francisco, California 94104

STATE OF California 0

COUNTY OF  San Francisco 0

The foregoing instrument was acknowledged before me this __ 1Qth. day

of April , 1967, by Ted A. Beach

eona D 6ARCA (U, 40 Dprn

Notary Public in and for Cityrand

My Commission Expires: County, _ San Francisco : .
My Commission Expires April 20, 1989

STATE OF 0
COUNTY OF , )

The foregoing instrument was acknowledged before me this day
of , 1967, by

Notary Public in and for
My Commission Expires: . County, .




CONSENT AND RATIFICATION
HAT MESA UNIT AGREEMENT

LEA COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge receipt of
a copy of the Unit Agreement for the Development and Operation of the Hat Mesa
Unit Area embracing lands situated in Lea County, New Mexico, which said agree-
ment is dated the 22nd day of March, 1967, and acknowledge that they have read
the same and are familiar with the terms and conditions thereof.

The undersigned also being the owners of the leasehold, royalty or
other interest in the lands or minerals embraced in said unit area, as indi-
cated on the schedule attached to said Unit Agreement as Exhibit "B', do here-
by commit all of their said interest to the Hat Mesa Unit Agreement and do
hereby consent thereto and ratify all of the terms and provisions thereof
exactly the same as if the undersigned had executed the original of said Unit
Agreement or a counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned
as of the date set forth in their respective acknowledgments.

_T~SIGNATURE

—Denver, Colorado

STATE OF _ AL IFORNIA 0
CITY AND

COUNTY OF SAN FRANCISCO 0

The foregoing instrument was acknowledged before me this __ | =ty day

of April , 1967, by

My Commission Expires:

CITY AND COUNTY OF

% :’ ‘;{::%
ii Ko/ SAN FRANCISCO
STATE OF 0 = My Commission Expires July 7, 1967 4§
SOOOOOOCOOTTOOOCOTOCEX

NOTARY PUBLIC — CALIFORNIA

SCOCIOCXK

COUNTY OF 0
The foregoing instrument was acknowledged before me this day
of , 1967, by

Notary Public in and for

My Commission Expires: County, .



CONSENT AND RATIFICATION
HAT MESA UNIT AGREEMENT

LEA COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge receipt of
a copy of the Unit Agreement for the Development and Operation of the Hat Mesa
Unit Area embracing lands situated in Lea County, New Mexico, which said agree-
ment is dated the 22nd day of March, 1967, and acknowledge that they have read
the same and are familiar with the terms and conditions thereof.

The undersigned also being the owners of the leasehold, royalty or
other interest in the lands or minerals embraced in said unit area, as indi-
cated on the schedule attached to said Unit Agreement as Exhibit "B", do here-
by commit all of their said interest to the Hat Mesa Unit Agreement and do
hereby consent thereto and ratify all of the terms and provisions thereof
exactly the same as if the undersigned had executed the original of said Unit
Agreement or a counterpart thereof.

IN WITNESS WHERECOF, this instrument is executed by the undersigned
as of the date set forth in their respective acknowledgments.

ADDRESS SIGNATURE

— __P. Q. Rox 737 &)ﬂw‘; &]Q . %Mbm AN

Curtis R. Inman
Midland, Texas lés‘léa;adﬂL-LiﬂiéAé&é&duixésgfxééAJLLLAA__

Muriel Henderson Imman

STATE OF Texas 0

COUNTY OF _ Midland 0

The foregoing instrument was acknowledged before me this __25th  day

of April , 1967, by )
hi if

A%/ M (Ellen Fegett)
Notary Public in #Ad for _ Midland

My Commission Expires: 6-1-67 County, _ Texas .

STATE OF )

COUNTY OF ' 0

The foregoing instrument was acknowledged before me this day
of » 1967, by

Notary Public in and for
My Commission Expires: o County, .




CONSENT AND RATIFICATION
HAT MESA UNIT AGREEMENT

LEA COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge receipt of
a copy of the Unit Agreement for the Development and Operation of the Hat Mesa
Unit Area embracing lands situated in ILea County, New Mexico, which said agree-
ment is dated the 22nd day of March, 1967, and acknowledge that they have read
the same and are familiar with the terms and conditions thereof. '

The undersigned also being the owners of the leasehold, royalty or
other interest in the lands or minerals embraced in said unit area, as indi-
cated on the schedule attached to said Unit Agreement as Fxhibit "B", do here-
by cormit all of their said interest to the Hat Mesa Unit Agreement and do
hereby consent thereto and ratify all of the terms and provisions thereof
exactly the same as if the undersigned had executed the original of said Unit
Agreement or a counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned
as of the date set forth in thelr respective acknowledgments.

ADDRESS SIGNATURE

— —_P. O, Fox 87F ;Zé? _45@«&_&__&%4% dean )

Elsie G. Gorman

e Artesia, New Mexico /é;?f?? //€3§*v71iﬂgﬁyu//

A B. R. Gorman
STATE OF }éwﬂ@ o )
COUNTY OF ga(//q 0

The foreg01ng instrument was acknowledged before me this _7/ 7 oA day

W , 1967, by

ﬁ;r husband fgib‘v-~;t:r_- /252’0_v~ﬂﬁ_~——__——*-

Nota blic in and for
My Commission Expires: ?,/Qf/éq Cou.n%‘é‘J TN VV/}‘«Q—D .

3
P

STATE OF ¢
COUNTY OF 0

The foregoing instrument was acknowledged before me this day
of , 1967, by

Notary Public in and for
My Commission Expires: _ County, .




CONSENT AND RATTFICATION
HAT MESA UNIT AGREEMENT

LEA COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge receipt of
a copy of the Unit Agreement for the Development and Operation of the Hat Mesa
Unit Area embracing lands situated in Lea County, New Mexico, which said agree-
ment is dated the 22nd day of March, 1967, and acknowledge that they have read
the same and are familiar with the terms and conditions thereof.

The undersigned also being the owners of the leasehold, royalty or
other interest in the lands or minerals embraced in said unit area, as indi-
cated on the schedule attached to said Unit Agreement as Exhibit "B", do here-
by commit all of their said interest to the Hat Mesa Unit Agreement and do
hereby consent thereto and ratify all of the terms and provisions thereof
exactly the same as if the undersigned had executed the original of said Unit
Agreement or a counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned
as of the date set forth in their respective acknowledgments.

ADDRESS SIGNATURE

S v
—_ P, O, Box 2904 \f':uw&f?r\

Katherine V. Jéhnson

Denver, Colorado 5942@44¢“-—/

M. Johnson
STATE OF __ (Caluards ]
COUNTY OF lﬁ;£~baéc,/ 0
The foregoing instrument was acknowledged before me this _jz_f:__ day
of 62:;p¢&12 , 1967, by Katherine V. Johnson and M, S, Johnson, ___

7
her husband

K:;é;p144¢4&/ ,,,44:¢z§&4»4n./
o

Notary Public in and for

My Commission Expires: //5Z %5 County, @olyg .
STATE OF 0
COUNTY OF 0

The foregoing instrument was acknowledged before me this day

of , 1967, by

Notary Public in and for
My Commission Expires: o County, .




CONSENT AND RATIFICATION
HAT MESA UNIT AGREEMENT

LEA COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge receipt of
a copy of the Unit Agreement for the Development and Operation of the Hat Mesa
Unit Area embracing lands situated in Lea County, New Mexico, which said agree-
ment is dated the 22nd day of March, 1967, and acknowledge that they have read
the same and are familiar with the terms and conditions thereof.

The undersigned also being the owners of the leasehold, royalty or
other interest in the lands or minerals embraced in said unit area, as indi-
cated on the schedule attached to said Unit Agreement as Exhibit "B", do here-
by commit all of their said interest to the Hat Mesa Unit Agreement and do
hereby consent thereto and ratify all of the terms and provisions thereof
exactly the same as if the undersigned had executed the original of said Unit
Agreement or a counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned
as of the date set forth in their respective acknowledgments.

ADDRESS SIGNATURE
A ;
124 West Center Street ' d@;_h422§n42£é24éiéééf
— Erma DeeQRobley //

Provo, Utah 84601 | ieeeis /Z/o‘@»/

Péul P, Robley

STATE OF _/. ??jz.',,/,'f’;" §

coNTY OF J /2L 0

The foregoing instrument was acknowledged before me this ;Lj‘ét day

of ook , 1967, by Erma Dee Robley and
Paul P.:hobley, her husband N ;/;;w A i
¢ T ‘xflﬁic;iﬁfi i ft
‘ thary Phbllc in for - /{(“7’w
My Commission Expires: / & - /¢ County, [ £ )
STATE OF d
COUNTY OF | 0
The foregoing instrument was acknowledged before me this day
of , 1967, by

Notary Public in and for
My Commission Expires: o County, .




CONSENT AMND RATIFICATION
HAT MESA UNIT AGREEMENT

LEA COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge receipt of
a copy of the Unit Agreement for the Development and Operation of the Hat Mesa
Unit Area embracing lands situated in Lea County, New Mexico, which said agree-
ment is dated the 22nd day of March, 1967, and acknowledge that they have read
the same and are familiar with the terms and conditions thereof.

The undersigned also being the owners of the leasehold, royalty or
other interest in the lands or minerasls embraced in said unit area, as indi-
cated on the schedule attached to said Unit Agreement as Exhibit "B", do here-~
by cormit all of their said interest to the Hat Mesa Unit Agreement and do
hereby consent thereto and ratify all of the terms and provisions thereof
exactly the same as if the undersigned had executed the original of said Unit
Agreement or a counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned
as of the date set forth in their respective acknowledgments.

ADDRESS SIGNATURE

4417 South 3080 East Street £¢<;;4£244Z96iff%i:oaxéi4£;2\\‘ ,

— RObETT P, Kurikel

Salt Lake City, Utah

STATE OF Utah 0

COUNTY OF Salt Lake 0

The foregoing instrument was acknowledged before me this __{4th day

of _Aprid , 1967, by Robert P. Kunkel and

Notary Public in and for

My Commission Expires:_Sapt. (9, 1970 County, __State of liah
Reslding at Salt Lake Clity, Utah

- Frances Kunkel, his wife

STATE OF 0
COUNTY OF _ 0

The foregoing instrument was acknowledged before me this day
of , 1967, by

Notary Public in and for
My Commission Expires: o County, .




CONSENT AND RATIFICATION
HAT MESA UNIT AGREEMENT

LEA COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge receipt of
a copy of the Unit Agreement for the Development and Operation of the Hat Mesa
Unit Area embracing lands situated in Lea County, New Mexico, which said agree-
ment is dated the 22nd day of March, 1967, and acknowledge that they have read
the same and are familiar with the terms and conditions thereof.

The undersigned also being the owners of the leasehold, royalty or
other interest in the lands or minerals embraced in said unit area, as indi-
cated on the schedule attached to said Unit Agreement as Exhibit "B", do here-
by commit all of their said interest to the Hat Mesa Unit Agreement and do
hereby consent thereto and ratify all of the terms and provisions thereof
exactly the same as if the undersigned had executed the original of said Unit
Agreement or a counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned
as of the date set forth in their respective acknowledgments.

ADDRESS SIGNATURE

_78_Edgecombe Drive %%_ g!_( iéA
) . Fehr, a widow

Salt Lake City, Utah

STATE OF (LT dn 0
COUNTY OF _flodt” b _

The foregoing instrument was acknowledged before me this (%2 day

of A bl , 1967, by Helen I. Fehr, a widow

7
' &
Tl g '-
Notary Public in and for

My Commission Expires:édf‘ 12./9¢§¢ County, 4= ti 2%7112 p .

STATE OF b
COUNTY OF 0

The foregoing instrument was acknowledged before me this day
of , 1967, by

Notary Public in and for
My Commission Expires: o County, .




CONSENT AND RATIFICATION
HAT MESA UNIT AGREEMENT

LEA COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge receipt of
a copy of the Unit Agreement for the Development and Operation of the Hat Mesa
Unit Area embracing lands situated in Lea County, New Mexico, which said agree-
ment is dated the 22nd day of March, 1967, and acknowledge that they have read
the same and are familiar with the terms and conditions thereof.

The undersigned also being the owners of the leasehold, royalty or
other interest in the lands or minerals embraced in said unit area, as indi-
cated on the schedule attached to said Unit Agreement as Exhibit "B'", do here-
by commit all of their said interest to the Hat Mesa Unit Agreement and do
hereby consent thereto and ratify all of the terms and provisions thereof
exactly the same as if the undersigned had executed the original of said Unit
Agreement or a counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned
as of the date set forth in their respective acknowledgments.

ADDRESS SIGNATURE

P. 0. Box 4182 :

M. M., Merritt .

Midland, Texas éf_&m:__m %7%4{35,7

Ellen Marie Merritt

STATE OF TEXAS 0

COUNTY OF Midland 0

The foregoing instrument was acknowledged before me this 21gt day

of April , 1967, by M. M, Merritt and wife Ellen Marie

Merritt g‘

Notary Public in and f#r/ Midland
My Commission Expires: June 1, 1967 County, Midland, Texas .

STATE OF 0 I o R oty eapt
COUNTY OF _ 0

The foregoing instrument was acknowledged before me this day
of , 1967, vy

Notary Public in and for
County, .

My Commission Expires:




CONSENT AND RATIFICATION
HAT MESA UNIT AGREEMENT

LEA COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge receipt of
a copy of the Unit Agreement for the Development and Operation of the Hat Mesa
Unit Area embracing lands situated in Lea County, New Mexico, which said agree-
ment is dated the 22nd day of March, 1967, and acknowledge that they have read
the same and are familiar with the terms and conditions thereof.

The undersigned also being the owners of the leasehold, royalty or
other interest in the lands or minerals embraced in said unit area, as indi-
cated on the schedule attached to said Unit Agreement as Exhibit "B", do here-
by cormit all of their said interest to the Hat Mesg Unit Agreement and do
hereby consent thereto and ratify all of the terms and provisions thereof
exactly the same as if the undersigned had executed the original of said Unit
Agreement or a counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned
as of the date set forth in their respective acknowledgments.

ADDRESS SIGNATURE

__707_Interurban Building Q%c Y M :

Dallas, Texas 75201 X ' At

STATE OF Toups 0
COUNTY OF Dadlae 0

The foregoing instrument was acknowledged before me this _ngf? day

of @m& , 1967, by __ John K. Funk Y

s AT Fwk .
’ ﬁﬁw px ?5%‘7

Notary Public 1nxand for

My Commission Expires: i?&%L/?Z7 County, Tk s
STATE OF 0
COUNTY OF 0

The foregoing instrument was acknowledged before me this day

of , 1967, by

Notary Public in and for
My Commission Expires: o County, .




CONSENT AND RATIFICATION
HAT MESA UNIT AGREEMENT

LEA COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge receipt of
a copy of the Unit Agreement for the Development and Operation of the Hat Mesa
Unit Area embracing lands situated in Lea County, New Mexico, which said agree-
ment is dated the 22nd day of March, 1967, and acknowledge that they have read
the same and are familiar with the terms and conditions thereof.

The undersigned also being the owners of the leasehold, royalty or
other interest in the lands or minerals embraced in said unit area, as indi-
cated on the schedule attached to said Unit Agreement as Exhibit "B", do here-
by commit all of their said interest to the Hat Mesa Unit Agreement and do
hereby consent thereto and ratify all of the terms and provisions thereof
exactly the same as if the undersigned had executed the original of said Unit
Agreement or a counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned
as of the date set forth in their respective acknowledgments.

ADDRESS

_P._0. Box 100

SIGNATURE

320 Minerals, Ltd.

Midland, Texas, 79701

By Z

STATE OF Texas

John B. Castle, General Partner

0

COUNTY OF _Midland

0

The foregoing

of April

instrument was acknowledged before me this _3prd day

, 1967, by __ John B. Castle, General Partner

in 320 Minerals, ILtd.

Notary Public in and for “Midland

My Commission Expires:  6-1-67 County, Texas
STATE OF 0
COUNTY OF 0
The foregoing instrument was acknowledged before me this day
of , 1967, by

My Commission Expires: ___

Notary Public in and for
County, .




UNIT OPERATING AGREEMENT
FOR _THE HAT MESA UNIT AREA
LEA COUNTY, NEW MEXICO

THIS AGREEMENT, made and entered into as of the _22nd day of March ’

1967, by and between PHILLIPS PETROLEUM COMPANY, a Delaware corporation, with an office in

Midland, Texas, hereinafter referred to as "Unit Operator," and such other working interest

owners who subscribe to this agreement who have working interests subject to the Unit

Agreement for the operation and development of the Hat Mesa Unit Area, which said parties

are hereinafter referred to as "Working Interest Owners" or as "Nonoperators,"
WITNESSETH:

WHEREAS, the parties hereto have concurrently herewith as of the date hereof,
entered into a cef%ain Unit Agreement for the development and operation of the Hat Mesa
Unit Area, which is hereinafter referred to as "Unit Agreement," embracing lands situated
in Lea County, State of New Mexico, described in Section 1 hereof; and

WHEREAS, Phillips Petroleum Company has been designated as the Unit Operator
under the terms of said Unit Agreement and is also a Working Interest Owner under said
Unit Agreement and enters into this agreement in both capacities; and

WHEREAS, the undersigned Working Interest Owners have committed certain oil
and gas leasehold interests to said Unit Agreement which are to be subject to the terms
and conditions thereof; and

WHEREAS, the parties hereto enter into this agreement pursuant to Section 7
of the Unit Agreement;

NOW, THEREFORE, it is mutually agreed between the parties hereto as follows:

1. DESCRIPTION OF UNIT AREA: The term "Unit Area" as used herein shall

mean and include the following described land:

Township 21 South, Range 32 East, N.M.P.M,

Section 1: Lots 11, 12, 13, 14 and S/2

Section 2: Lots 9, 10, 11, 12, 13, 14,
15, 16 and S/2

Section 3: SE/L

Section 10: E/2

Section 11: All

Section 12: All

Section 13: A1l

Section 14: N/2 and SE/4

Section 24: N/2

Township 21 South, Range 33 East, N.M.P.M.
Section 6: Lot 18, and SE/4 SW/4
Section 7: Lots 1, 2, 3, 4, E/2 W/2, E/2
Section 8: All

Section 9: W/2

Section 16: W/2




Section 17: A1l

Section 18: Lots 1, 2, 3, 4, E/2 W/2, E/2
Section 19: Lots 1, 2, E/2 NW/4, NE/4
Containing 7874.03 acres, more or less

2. UNIT OPERATOR AND EMPIOYEES: Phillips Petroleum Company, a corporation,

the party hereto named as Unit Operator of the Unit Area under the provisions of the
Unit Agreement, or its duly appointed successor Unit Operator, shall have the exclu-
sive right to develop and operate the Unit Area subject to the provisions of this
agreement and the Unit Agreement. All individuals employed by Unit Operator in the
conduct of operations hereunder shall be the employees of Unit Operator alone and
their working hours, rates of compensation and all other matters relating to their
employment shall be determined solely by Unit Operator.

3. UNIT OPERATOR - DUTIES: Unit Operator shall in the conduct of operations:

(a) Consult freely with Working Interest Owners concerning unit operations,
and keep Working Interest Owners informed of all matters arising during the operation
of the Unit Area which Unit Operator, in the exercise of its best judgment, considers
important;

(b) Keep full and accurate records of all costs incurred, rentals and
royalties paid, and controllable materials and equipment, which records, receipts
and vouchers in support thereof shall be available for inspection by authorized rep-
resentatives of the Working Interest Owners at reasonable intervals during usual bus-
iness hours, at the office of the Unit Operator;

(¢) Permit each of the Working Interest Owners, through its duly
authorized representatives, but at its sole risk and expense, to have access to the
Unit Area at all times and to the derrick floor of each well drilled or being drilled
hereunder, for the purpose of observing operations conducted hereunder and inspecting
jointly owned materials, equipment and other property, and to have access at reason-
able times to information and data in the possession of Unit Operator concerning the
Unit Area;

(d) Furnish to each of the other parties who makes timely written request
therefor, copies of Unit Operator's authorization for expenditures of itemizations
thereof in excess of Five Thousand ($5,000.00) Dollars, and copies of all drilling
reports, well logs, basic engineering data, tank tables, gauge reports and run tickets,
and reports of stock on hand at the first of each month, if available, and samples of

—2-



cores or cuttings taken from wells drilled hereunder, containers therefor to be
furnished by the party requesting such samples;

(e) Corply with the terms and conditions of the Unit Agreement and
all valid applicable Federal and State laws and regulations;

(f) Keep the land in the Unit Area free from liens and encumbrances
occasioned by its operations, except such liens as the Working Interest Owners elect
to contest, and save only the lien granted the Unit Operator under this agreement.

4. UNIT OPERATOR - RESTRICTIONS: The Unit Operator shall not do any of

the following things without the consent of the Working Interest Owners obtained as
herein provided:

(a) Locate, drill, deepen, or plug back any well or let any contract
therefor, except as otherwise permitted under this agreement. The approval of the
drilling, deepening or plugging back of any well shall be construed to mean and
include the approval of any reasonably necessary expenditures for the approved oper-
ation, including the completing and equipping of such well, and the necessary lines,
separators and necessary tankage if a producer, and if a dry hole, the plugging and
abandonment thereof, except as otherwise provided herein;

(b) Make any other expenditures in excess of Five Thousand ($5,000)
Dollars for any one single item;

(¢) Make any partial relinquishment of the rights of the Unit Operator;

(d) Abandon any well or wells;

(e) Enter into any plans for development of the Unit Area or any
participating area or amendment thereof, or any expansion or contraction of the
Unit Area or any designation or enlargement of a participating area;

(f) Drill or abandon any injection wells or convert any well into
an injection well;

(g) Determine whether to drill a demanded offset well or pay com-
pensatory royalty;

(h) Make any arrangement for repressuring, cycling or pressure main-
tenance, or approve or disapprove any change in the existing method of operation;

(i) Contest any encumbrance or lien.

In case of blowout, explosion, fire, flood or other sudden emergency, Unit
Operator may take such steps and incur such expense as, in its opinion, are required
to deal with the emergency and to safeguard life and property; provided that Unit

Operator shall, as promptly as reasonably possible, report the emergency to the other
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parties and shall endeavor to secure any sanction that might otherwise have been
required.

Subject to the provisions hereof, Unit Operator shall have full control
of the premises subjected hereto and shall conduct and manage the development and
operation of unitized lands for the production of unitized substances therefrom for

the account of the parties hereto.

5. CONSENT OF WORKING INTEREST OWNERS: In comnection with operations

conducted by Unit Operator for which consent of Nonoperators is required under this
agreement, the Working Interest Owners shall have the right to vote thereon in pro-
portion to their respective participation percentages under this agreement, except
that with respect to such operations as are being conducted at the cost of less
than all of the Working Interest Owners those Working Interest Owners bearing the
cost of such operations shall have the right to vote whenever their consent is re-
quired in the proportion that their respective participation percentages under this
agreement bear to the total of such percentages of such Working Interest Owners.
Except as otherwise specified herein or in the Unit Agreement, an affirmative vote
of 70% of the voting power of the Working Interest Owners involved shall constitute
the decision of the Working Interest Owners, which decision shall be binding upon
all; provided, however, that should any Working Interest Owner own as much as 70%,
but less than 100%, voting interest, his vote must be supported by the affirmative
vote of at least one additional Working Interest Owner; and provided, further, that
if any party owns 30% or more voting interest, but less than 50%, the vote of such
party shall not serve to defeat or disapprové any matters approved by the majority
(over 50%) unless supported by at least two additional voting interests. Provided,
however, if only one Working Interest Owner is entitled to vote, such party's vote
shall control. If only two parties are entitled to vote, the vote of the one with
the greater interest shall prevail.

The Working Interest Owners shall meet in regular or special meetings
for the purpose of discussing unit business and of voting on matters in connection
therewith, and of exercising any other powers by this agreement or by the Unit Agreement
comnitted to the Working Interest Owners. A special meeting may be called by
Operator at any time and shall be called by Operator promptly upon the request of
any Working Interest Owner or Owners whose participation percentage totals twenty
per cent (20%) or more. Each Working Interest Owner shall designate a representative

and an alternate to represent him at such meeting, who shall have such powers as are



conferred on him by his principal, which powers shall be sufficiently kroad to
enable the representative tc vote on matters coming before said meeting. Notices
of meetings and place of holding same shall be served on such representative by
the Unit Operator. The representatives of the Unit Operator shall act as Chair-
man at all meetings. Each Working Interest Owner shall have the right, from time
to time, on notice to the Unit Operator, to change the representative or the
alternate. With respect to the drilling of wells, other than the initial test
well, approval of proposed plans of development or modifications or amendments
thereof or the designation of participating areas or revisions thereof, Unit
Operator shall submit to the Nonoperators entitled to vote thereon an agenda
setting forth the matters to be determined at least fifteen (15) days prior

to the date of the meeting; provided, however, that whenever a determination

is to be made as to the deepening, plugging back or reworking of a well where a
drilling rig is on location, Operator shall give Nonoperator at least forty-eight
(48) hours' notice thereof, exclusive of Saturdays, Sundays and holidays. It
shall be sufficient for the Unit Operator to poll all of the affected Working
Interest Owners on all such matters without calling a meeting and any vote so
taken pursuant to such poll shall be as binding on the Working Interest Owners

as if done at a regular or special meeting at which a quorum was present. Unit
_Operator shall advise all Working Interest Owners the results of any poll so taken.

6. UNIT OPERATOR - LIABILITIES: In the conduct of operations hereunder

Unit Operator shall be obligated to use only the care and diligence customarily
exercised by a prudent operator in the area in which said lands are located, and
Unit Operator shall not be liable for the result of any error of judgment or for
the loss of or damage to any joint property not resulting from the gross negli-
gence or willful misconduct of Unit Operator or its employees. Unit Operator
shall not be responsible for the neglect or default of any drilling contractor
or other contractor engaged by Unit Operator in operations hereunder.

7. ALLOCATICN OF UNITIZED SUBSTANCES: All unitized substances produced

and saved from each participating area established pursuant to the Unit Agreement,
except any part thereof used in conformity with good operating practices within
the unitized area for drilling, operating, camp and other production or develop-
ment purposes or for repressuring or recycling in accordance with an approved plan
of development, or unavoidably lost, shall be deemed to be produced equally on an

acreage basis from the several tracts of unitized land of the participating area
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established for such production and for the purpose of computing and paying all
royalties, overriding royalties or obligations payable out of production of the
respective Working Interest Owners, each such tract of unitized land shall have
allocated to it such percentage of said production as the number of acres of each
such tract included in said participating area bears to the total number of acres
of unitized land in said participating area in conformity with Section 12 of the
Unit Agreement.

All production remaining after allocating the production for the purpose
of paying royalty, overriding royalties and obligations payable out of production
as above provided (and being the working interest) shall be allocated to the respec-
tive Working Interest Owners in accordance with the percentages reflecting their
respective beneficial interests determined as hereinafter provided.

The present beneficial interests of the respective Working Interest Owners
are shown in Column No. (8) on Exhibit "D" and are determined as to each party on
an adjusted surface acreage basis. The adjustment in surface area has been made
by determining the percentage of the total production produced from or allocated
to any tract which is required to meet all royalty, overriding royalty, production
payments or other obligations payable out of the production from or allocated to
such tract and multiplying the number of acres contained in such tract by such per-
centage and deducting the product from the total number of acres in said tract, the
remainder being the adjusted surface acreage in each such tract. The beneficial
interest of each party shown on Exhibit "D" attached hereto represents the sum of
the net acre interests of each party in all tracts committed to the Unit Area div-
ided by the total number of net acres committed to the Unit Area. Upon liquida-
tion of any production payment shown on Exhibit "B" attached to the Unit Agreement,
there shall be a readjustment of the adjusted surface acres on the basis set forth
above and the interests of the parties recomputed on the basis of the revised ad-
Justed acreage. The percentages of participation of the parties hereto shall re-
main the same regardless of any contraction of the Unit Area or automatic elimina-
tion of lands therefrom in accordance with Section 2 of the Unit Agreement but shall
be revised upon commitment of any uncommitted acreage within the Unit Area, upon
expansion of the Unit Area, upon loss or failure of title to any tract within the
Unit Area, upon transfer of title to working interests subject to this agreement,
or as provided in Section 18 upon assignment of leases in lieu of the designated

payments or loss of a lease for failure to pay such payments.
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The beneficial interest of each party, determined as provided herein,
shall be the participation percentage of such party in the working interest prod-
uction from the Unit Area. However, for all purposes other than allocation of
production, the participation percentage of each party shall be that percentage
of the total surface acres within the tracts committed to the Unit Area which is
committed by such party.

If any tract committed to the Unit Agreement becomes burdened by any
additional overriding royalties, obligations payable out of production, or like
obligations, other than those shown on Exhibit "B" attached to the Unit Agreement,
the burden thereof shall be borne exclusively by the owner or owners of such tract.

8. COST OF OPERATIONS: The actual cost of the Unit Operator of perform-

ing its obligations as Unit Operator hereunder shall be apportioned among the Work-
ing Interest Owners in proportion to their participation percentages under this
agreement and shall be paid by the several Working Interest Owners as hereinafter
provided. The cost of each operation not participated in by all Working Interest
Owners shall be separately kept and charged to the Working Interest Owners affected
in the proportions required by other applicable provisions of this agreement or in
such other manner as such owners may agree. All materials, equipment and other
property, whether real or personal, charged as a part of the cost of operations
hereunder shall be owned by the Working Interest Owners in the same proportion
that they were charged therefor. All such costs, expenses, credits and related
matters and the method of handling the accounting with respect thereto shall be

in accordance with the provisions of the Accounting Procedure attached hereto,

made a part hereof and marked Exhibit C.

In the event of any conflict between the provisions contained either in
the body of this instrument cr in the Unit Agreement or in the Accounting Procedure,
the provisions of the Unit Agreement shall govern to the extent of such conflict
unless otherwise provided for therein. In the event of any conflict between the
provisions contained in the btody of this instrument and those contained in the
Accounting Procedure, the provisions in the body of this instrument shall govern.
The term "Operator" as used in Exhibit C shall be deemed to refer to the Unit
Operator, and the term "Nonoperators' as used in Exhibit C shall be deemed to
refer to the Working Interest Owners herein.

9. OPERATOR'S LIEN: Unit Operator is hereby granted a prior lien on

the rights and interest of each Working Interest Owner in the Unit Area and the
unitized substances allocated to each such Working Interest Owner, and the mater-

ial and equipment thereon, to secure the payment of its proportionate part of the
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said costs and expenses. Should any Working Interest Owner fail to pay its pro-
portionate part of said costs and expenses within thirty (30) days after being
billed therefor as provided in the referred to Accounting Procedure, Exhibit C,
Unit Operator shall have the right at its option at any time thereafter, such
default continuing, to foreclose said lien on the respective interests of such
Working Interest Owners. In lieu of or in addition to such remedy, the parties
hereto agree that in the event of default, except in cases of a bona fide dispute,
the Unit Operator may notify the purchaser of the defauvlting party's share of
unitized substances (the purchaser not to be bound by the provisions hereof unless
so notified) and such purchaser shall, without liability to the defaulting party,
pay all proceeds accruing on account thereof to Unit Operator until said obliga-
tion is extinguished. In lieu of or in addition to the remedy above specified
for such default, Unit Operator may have any other remedy afforded by law or
equity against the defaulting party for such default.

Likewise, Nonoperators are hereby granted a prior lien on the rights and
interests of the Unit Operator as a Working Interest Owner in the Unit Area and
unitized substances and upon the interest of the Unit Operator ia all materials
and equipment to secure the payment of any amounts which may become due and owing
from Unit Operator to any of the Nonoperators, which lien shall be subject to all
of the terms and conditions provided for in the preceding paragraph.

10. ADVANCES: Unit Operator, at its election, may require each Working
Interest Owner hereto to advance its respective portion of development costs here-
under in accordance with an estimate by Unit Operator to be made not less than
fifteen (15) days in advance of the month in which the costs and expenses are to
be incurred. If any party fails to pay its share of said estimate within said
time, the amount due shall bear interest at the rate of 8% per annum from the date
of expenditure until paid. Adjustment between estimates and actual costs shall be
made by the Unit Operator at the close of each calendar month and the accounts of
the Working Interest Owners adjusted accordingly.

11. TAXES: Unit Operator shall render for ad valorem taxes all jointly
owned personal property acquired for or used in operations under this agreement.
Such taxes shall be initially paid by Unit Operator and charged to the joint ac-
count for payment by the parties who own the taxed property.

12. INSURANCE: Unit Operator at all times while conducting operations
hereunder shall purchase or provide for the protection and benefit of the parties
hereto protection comparable to that afforded under standard form policies of

insurance for:



(a) Workmen's compensation insurance to comply with the applicable federal and
state workmen's compensation laws.
(b) General public liability insurance with bodily injury limits of $50,000 any
one person, $100,000 any one accident and property damage limit of $50,000 any one accident
(c) Automobile public liability insurance with bodily injury limits of $50,000 any
one person, $100,000 any one accident and property damage limit of $50,000 any one accident
Unit Operator shall charge to the joint account an amount equal to the premium
applicable to the protection provided.
All losses not covered by standard forr policies of insurance for the hazards set
out above shall be borne by the parties hereto as their interests appear at the time of
any loss.
Unit Operator shall notify non-operators in writing of any occurrences wherein lia-
bility may exceed the limits of the insurance if coverec¢ by insurance or $5,000 if not
covered by insurance,

13. INITIAL TEST WELL: Unit Operator is hereby authorized to drill the test

well provided for in Section 9 of the Unit Agreement, at a location approved by the
Supervisor in the SW/4 NE/L of Section 11, Township 21 South, Range 32 East, Lea
County, New Mexico, and in accordance with all applicable governmental rules and
regulations. Said well shall be commenced by Unit Operator on or before May 31, 1967.
After said well is commenced, Unit Operator shall prosecut? the drilling of the well
with reasonable diligence in a good and workmanlike manner, to a depth of 15,500 feet,
or 200 feet into the Devonian formation, or to a depth at which conclusive fluid is
encountered in the Devonian formation, or to a depth at which the parties agree and
Unit Operator is satisfied, that further drilling of the well would be unwarranted

or impracticable, whichever depth is lesser. In the event said well proves to be

a dry hole or a well not capable of producing unitized substances in paying quantities,
the same shall be plugged and abandoned in accordance with the applicable rules and
regulations, and in such event Unit Operator shall make a diligent effort to salvage
as much of the casing, equipment and other materials used in the drilling of such
well as may prove economically feasible. The Werking Interest OUwners shall be
responsible for the cost of drilling, completing and plugging said well in pro-
portion to their respective participation percentages as shown in Column No. 1 on page
3 of Exhibit "D". It is agreed that in the event said well is not completed as a
producer the Working Interest Cwners who have participated in the cost of drilling

the same shall own all casing materials and other equipment which may be salvaged
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in connection therewith in the same proportion that they participated in the cost

of drilling such well.
14. WELL CONTRACTS: All wells drilled in the Unit Area shall be drilled

on a competitive contract basis at the usual rates prevailing in the area. Unit
Operator, if it so desires, may employ its own tools and equipment in the drilling
of wells, but its charges therefor shall not exceed the prevailing rates in the
field, and the rate of such charges shall be agreed upon by the parties in writing
before drilling operations are commenced, and such work shall be performed by

Unit Operator under a written contract containing the same terms and conditions as
shall be customary and usual in the field in contracts of independent contractors who

are doing work of a similar nature.

15. OPERATIONS BY LESS THAN ALL PARTIES: If all the parties cannot mut-

ually agree upon the drilling of any development well on the unit area (being any
well proposed after production is established on the Unit Area) other than the test
well provided for in Section 13 hereof and other than "forced" wells provided for
in Section 16 hereof, or upon the re-working, deepening or plugging back of a
dry hole drilled at the joint expense of all parties or a well jointly owned by
all the parties and not then producing in paying quantities (i.e., in quantities
sufficient to pay the cost of producing same) on the Unit Area, any party or
parties wishing to drill, re-work, deepen or plug back such a well may give the
other parties written notice of the proposed operation, specifying the work to
be performed, the location, proposed depth, objective formation and the estimated
cost of the operation. The parties receiving such a notice shall have thirty (30)
days (except that as to re-working, plugging back or drilling deeper, where a drill-
ing rig is on location, the notice shall be given by telegram, and the period shall
be limited to forty-eight (48) hours exclusive of Saturday, Sunday or holidays) after
receipt of the notice within which to notify the parties wishing to.do the work
whether they elect to participate in the cost of the proposed operation. Failure
of a party receiving such a notice to so reply to it within the period above fixed
shall constitute an election by that party not to participate in the cost of the
proposed operation.

If any party receiving such a notice elects not to participate in the
proposed operation (such party or parties being hereafter referred to as the "Non-

Consenting Parties"), then in order to be entitled to the benefits of this Section ,
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the party or parties giving the notice and such other parties as shall elect to
participate in the operation (all such parties being hereafter referred to as the
"Consenting Parties") shall, within sixty (6é0) days after the expiration of the
notice period of thirty (30) days (or as promptly as possible after the expiration
of the forty-eight (48) hour period where the drilling rig is on location, as the
case may be), actually commence work on the proposed operation and complete it
with due diligence.

The entire cost and risk of conducting such operations shall be borne
by the Consenting Parties in the proportions that their respective participation
percentages bears to the total interest of all Consenting Parties. Consenting
Parties shall keep the leasehold estates involved in such operations free and
clear of all liens and encumbrances of every kind created by or arising from the
operations of the Consenting Parties. If such an operation results in a dry hole,
the Consenting Parties shall plug and abandon the well at their sole cost, risk
and expense. If any well drilled, re-worked, deepened or plugged back under the
provisions of this Section results in a producer of oil and/or gas in- paying
quantities (i.e., in quantities sufficient to pay the cost of producing same),
the Consenting Parties shall complete and equip the well to produce at their
sole cost and risk, and the well shall then be turned over to Unit Operator and
shall be operated by it at the expense and for the account of the Consenting Parties.
Upon commencement of operations for the drilling, re-working, deepening or plugging
back of any such well by Consenting Parties in accordance with the provisions of
this Section, each Non-Consenting Party shall be deemed to have relinquished to
Consenting Parties, and the Consenting Parties shall own and be entitled to receive,
in proportion to their respective interests, all of such Non-Consenting Party's
interest in the well, its leasehold operating rights, and share of production
therefrom until the proceeds or market wvalue thereof (after deducting production
taxes, royalty, overriding royalty and other interests payable ocut of or measured
by the production from such well accruing with respect to such interest until it
reverts) shall equal the total of the following:

(a) One hundred per cent (100%) of such Non-Consenting Party's
share of the cost of any newly acquired surface equipment beyond the well-head
connections (including, but not limited to, stock tanks, separators, treaters,
pumping equipment and piping), plus one hundred per cent (100%) of each such
Non~Consenting Party's share of the cost of operation of the well commencing with
first production and continuing until each such Non-Consenting Party's relinquished
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interest shall revert to it under the provisions of this Section, it being agreed
that each Non-Consenting Party's share of such cost and equipment will be that
interest which would have been chargeable to each Non-Consenting Party had all
participated in the well from the beginning of the operationy and,

(b) Three hundred per cent (300%) of that portion of the costs
and expenses of drilling, re-working, deepening or plugging back, testing and
completing, after deducting any cash contributions received, and three hundred
per cent (300%) of that portion of the cost of newly acquired equipment in the
well (to and tncluding the wellhead connections) which would have been chargeable
to- such Non-Consenting Party if all had participated therein.

Before any re-working, plugging back or deeper drilling operation is
undertaken on any well which has been completed as a producer the Consenting Party
shall first obtain the permission of all parties then owning an interest in said
well to carry on such operation and the Consenting Party shall then be entitled
to purchase each Non-Consenting Party's share of the value of the well's salvag-
able material and equipment, determined in accordance with the provisions of
Exhibit "C", less the estimated cost of salvaging and the estimated cost of
plugging and abandoning. The material and equipment shall thereafter, for the
purposes of this Section 15, be deemed hewly acquired material and equipment of
the Consenting Parties and the Consenting Parties shall in a successful operation
be entitled to receive one hundred (100%) or three hundred per cent (300%) as the
case may be (depending upon whether the material and equipment is before or beyond
the wellhead connection), of the entire net salvage value of said material and
equipment before the reversion of the interest in the well, the material and equip-
ment thereon to any Non-Consenting Party as hereinafter in this Section 15 provided.

Within sixty (60) days after the completion of any operation under this
Section, the party conducting the operations for the Consenting Parties shall furnish
each Non-Consenting Party with an inventory of the equipment in and connected to the
well, and an itemized statement of the cost of drilling, deepening, plugging back,
testing, completing, and equipping the well for production; or, at its option, the
operating party, in lieu of an itemized statement of such cost of operation, may
submit a detailed statement of monthly billings. Each month thereafter, during
the time the Consenting Parties are being reimbursed as provided above, the
Consenting Parties shall furnish the Non-Consenting Parties with an itemized

statement of all cost and liabilities incurred in the operation of the well,
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together with the statement of quantity of oil and gas produced from it and

the amount of proceeds realized from the sale of the well's working interest
production during the preceding month. Any amount realized from the sale or

other disposition of equipment newly acquired in connection with any such operation
which would have been owned by a Non-Consenting Party had it participated therein
shall be credited against the total unreturned costs of the work done and of the
equipment purchased, in determining when the interest of such Non-Consenting Party
shall revert to it as above provided; if there is a credit balance it shall be
paid to such Non-Consenting Party.

If and when the Consenting Parties recover from a Non-Consenting Party's
relinquished interest the amounts provided for above, the relinquished interests
of such Non-Consenting Party shall automatically revert to it and from and after
such reversion such Non-Consenting Party shall own the same interest in such well,
the operating rights and working interest therein, the material and equipment in
or pertaining thereto, and the production therefrom as such Non-Consenting Party
would have owned had it participated in the drilling, re-working, deepening or
plugging back of said well. Thereafter, such Non-Consenting Party shall be charged
with and shall pay its proportionate part of the further cost of the operation of
said well in accordance with the terms of this agreement and the Accounting Pro-
cedure Schedule, Exhibit "C'", attached hereto.

Notwithstanding the provisions of this Section 15, it is agreed that
without the mutual consent of all parties, no wells shall be completed in or
produced from a source of supply from which a well located elsewhere on the Unit
Area is producing, wunless such well conforms to the then-existing well spacing
pattern for such source of supply.

The provisions of this Section shall have no application whatsoever to
the drilling of the Initial Test Well on the Unit Area, but shall apply to the
re-working, deepening or plugging back of the initial test well after it has been
drilled to the depth specified in Section 9 of the Unit Agreement, if it is, or
thereafter shall prove to be, a dry hole or non-commercial well, and to all other
development wells drilled, re-worked, deepened or plugged back, upon the Unit Area

subsequent to the drilling of the Initial Test Well.
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16. FORCED WELLS: 1In the event Unit Operator is required to drill

any well upon the Unit Area by governmental order or demand (including any
Federal or State Agency), the cost of drilling and completing said well if a
producer, and of plugging and abandoning the well if a dry hole, shall except
as otherwise herein provided be borne by all of the Working Interest Owners
as though they had all agreed to the drilling of the well pursuant to this
agreement. The foregoing shall include, without limitation, an exploratory
well or an extension well to determine the limits of any producing formation,
or a well to meet any offset well drilled on lands contiguous to the Unit Area
which are required to be drilled by such governmental order or demand.

As in the case of any well to be drilled pursuant to this agreement,
a vote shall be taken on whether the parties desire to drill any well so re-
quired by governmental order or demand. If any party votes against drilling the
well, it shall not be drilled at the cost of all Working Interest Owners unless
and until the governmental order or demand becomes final, and any party or par-
ties voting against drilling such well shall have the right, at its or their sole
cost, risk and expense, to prosecute an appeal from such order or demand. If
less than all of the parties consent to the drilling of the well, said well shall
be commenced when said order or demand becomes final and shall thereafter be
drilled to the required depth at the sole cost, risk and expense of the Consenting
Parties in consideration for which the Non-Consenting Parties shall each assign
to the Consenting Parties in proportion to their respective interests and without
warranty of title all of Non-Consenting Parties respective interests in and under
the drillsite, the area of which shall be the same as the spacing unit to be ded-

icated to said required well.

17. ABANDONMENT OF PRODUCING WELLS: If some but not all of the affected

Working Interest Owners determine to abandon any well or wells completed as a pro-
ducer but any other party or parties having an interest therein object thereto, then
such party or parties not desiring to abandon the same shall, within ten (10) days
after receipt of written notice of the proposed abandonment, notify the other par-
ties of their desire to take over and operate said well and shall tender to such
other affected Working Interest Owner or Owners a sum equal to the value of the

last named parties' proportionate share of the salvagable material and equipment

in said well or wells determined in accordance with the Accounting Procedure

Exhibit "C" attached hereto less the reasonable cost of salvaging the material
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and equipment and plugging and abandoning the well, and on receipt of said sum
the said parties having any interest in the well and wishing to abandon said well
shall within twenty-five (25) days thereafter assign without warranty to the
other Working Interest Owners, in the proportions that such Owners' respective
participation percentages under this agreement bear to the total of such per-
centages of such Owners, the rights of the abandoning parties in the well and
well property as to the producing formation only and any interest they have in
the land on which said well is situated, and in the leasehold estate in a tract
surrounding said well of an area equal to that prescribed by the applicable
spacing rule of State or Federal authority, but if there is no such established
rule, then said assignment shall cover the working interest and leasehold estate
in the producing formation only in 40 acres surrounding the well, or 160 acres

if a gas well. Said well may thereafter be operated by the Unit Operator for
the separate account of the Working Interest Owners retaining interests in the
well; however, nothing done pursuant to this Section shall otherwise at any time
affect the participation percentages of the parties under this agreement. Proper
bills of sale and division orders shall be executed by the assigning parties to
accomplish the purposes hereof.,

18, RENTALS AND SHUT-IN WELL PAYMENTS: The Working Interest Owners

in each tract shall pay all rentals, and shut-in well payments which may become
due under the lease thereon and shall, at least ten (10) days prior to the due
date thereof, notify the Unit Operator of such payment. Evidence of such payment
shall be submitted to Unit Operator promptly after payment is made. If the Work-
ing Interest Owners in any tract determine not to pay any such rental or shut-in
well payment, they shall notify Unit Operator at lease sixty (60) days before the
due date and they shall, upon request, thereupon assign to all other Working Interest
Owners (in the proportion that such owners' respective participation percentages
under this agreement bear to the total of such percentages of such owners) all of
their right, title and interest under said lease; provided, however, all such
assignments shall be subject to all obligations with respect to reassignments,

if any, of the parties making such assignments theretofore created in favor of
parties who are not parties to this agreement. As of the effective date of each
such assignment, the participation percentages of the parties under this agree-

ment shall be revised to reflect the change in working interest ownership on an

adjusted acreage basis as described in Section 7 hereof. In the event of failure
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of any Working Interest Owner to make proper payment of any delay rental or shut-
in well payment through mistake or oversight where such rental or payment is re-
quired to continue the lease in force, there shall be no money liability on the
part of the party failing to pay such rental or payment, but such party shall
make a bona fide effort to secure z new 'case covering the same interest and
commit such lease to the Unit Agreement and this agreement, and in the event
of failure to secure a new lease within a reascnable time, the participation
percentages of the parties hereto shall be revised to reflect the change in
working interest ownersnip on an adjusted acreage basis as provided in Section
7 hereof and the party failing to pay any such rental or shut-in well payment
shall not be credited with the ownership of any lease on which rental or pay-
ment was required but was not paid. In the event of loss of title to a lease
for failure to pay rental or shut-in well payment, all loss occasioned thereby
shall be that of the Working Interest Owners who should have paid the same.

Unit Operator will use its best efforts in goed faith to furnish all
Working Interest Owners prior notice at any time a gas well is to be shut-in and
notice of the date or dates it is reopened for production; provided, however,
Unit Operator will suffer no liability because of failure through mistake,
inadvertance or oversight so to notify any other Working Interest Owner.

19. DISPOSAL OF PRODUCTION: Each of the parties hereto shall own and,

at its own expense, shall take in kind and separately dispose of its proportionate
part of all the unitized substances produced and saved from the lease acreage
covered hereby, exclusive of the production that the Unit Operator may use in
developing and producing operations and in preparing and treating oil for market
purposes and of production unavoidably lost; provided that each party shall pay

or secure the payment of the royalty interests payable by or chargeable to such
party under the provisions of this agreement. At such time or times as a Working
Interest Owner shall fail or refuse to take in kind or separately dispose of its
proportionate part of said production, Unit Operator shall have the authority,
revocable by working Interest Owner at will, to sell all or part of such pro-
duction to others or to purchase same for its own account. Any such sale or purchase
by Unit Operator shall be for a price at not less than the prevailing market price
in the area and at not less than the price which Unit Operator receives for its pro-
portionate part of said production. All such sales or purchases by Unit Operator of

Working Interest Owner's production shall be only for such reasonable periods of time
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as are consistent with the minimum needs of the industry under the circumstances,
but in no event shall any such sale be for a period in excess of one (1) year.
Notwithstanding the foregoing, Unit Operator shall not make a sale into inter-
state commerce of any other Working Interest Owner's share of gas production
without first securing such Working Interest Owner's written consent. This
Agreement shall not be construed to mean that any party or parties are obligated
to represent any other party or parties hereto before the' Federal Power Commission.

20. EXAMINATION AND I0SS OF TITLE:

(a) Title Examination: There shall be no examination of title

to leases, or to oil and gas interests, except that title to the drillsite on
which the initial test well is to be drilled in accordance with Section 13

hereof shall be examined by a reputable attorney, using any available title
opinion previously prepared by a reputable attorney, such abstracts of title

as the examining attorney deems necessary, and any title papers in possession of
the Working Interest Owner committing the land on which the drillsite is located.

A copy of the examining attornty's opinion shall be sent to each party and, also,
each party shall be given a copy of all subsequent supplemental attorney's reports.
A good faith effort to satisfy any title requirements shall be made and the cost of
any curative work and any necessary title e#amination shall be charged to the joint
account.

If title to the proposed drillsite is not acceptable for a material
reason, and all the parties do not accept the title, the parties shall by vote
select a new drillsite for the Initial Test Well, subject to approval of the
Supervisor, United States Geological Survey, Roswell, New Mexico; provided,
if the parties are unable to select another drillsite, such drillsite may be
selected by said Supervisor at the request of any party hereto. When a new
drillsite is selected, title to the oil and gas lease covering it and to the
fee title of the lessor shall be examined, and title shall be accepted or
rejected in like manner as provided above concerning the drillsite first sel-
ected. If title to the oil and gas lease covering the second choice drillsite
is not aecepted, other drillsites shall be successively selected and title exam-
ined as in the case of the first drillsite until a drillsite is chosen to which

title is accepted.
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No well other than the first test shall be drilled in the Unit Area until
after (1) the title to the drilling unit has been examined by an attorney, and (2)
the title has been accepted by all of the parties who are to participate in the
drilling of the well. The Working Interest Owner committing the land on which
such drilling unit is located shall furnish such abstracts of title thereon as
are in such party's possession, with any title opinion and other title papers in
such party's possession. Any further title examination, curative work or abstracts
shall be at the expense of parties who are to participate in the drilling of the
well.

(b) Failure of Title: Should any oil and gas lease, or interest there-

in, be lost through failure of title, this agreement shall, nevertheless, continue
in force as to all remaining leases and interests, and,

(1) The party whose title or interest is affected by the title
failure shall bear alone the entire loss and it shall not be entitled to recover
from Operator or the other parties any development or operating costs which it may
have theretofore paid, but there shall be no monetary liability on its part to the
other parties hereto by reason of such title failure; and

(2) There shall be no retroactive adjustment of expense incurred
or revenues received from the operation of the interest which has been lost, but
as of the time it is determined finally that title failure has occurred the in-
terests of the parties shall be revised to reflect the change in working interest
ownership and the party whose title or interest is lost by the title failure will
not be credited with ownership of that to which title is lost; and

(3) If the proportionate interests of the other parties hereto
in any producing well theretofore drilled on the Unit Area are increased by
reason of the title failure, the party whose title has failed shall receive the
proceeds attributable to the increase in such interests (less operating costs
attributable thereto) until it has been reimbursed for any unrecovered costs
paid by it in connection with such well; and

(4) sShould any person not a party to this agreement, who is
determined to be the owner of any interest in the title which has failed, pay in
any manner any part of the cost of operation, development or equipment previously
paid under this agreement, such amount shall be proportionately paid to the party
or parties hereto who in the first instance paid the costs which are so refunded;

and
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(5) Any liability to account to a third party for prior prod-
uction of oil and gas which arises by reason of title failure shall be borne
by the parties in the same proportions in which they shared in such prior
production. Each party whose title fails shall hold other parties harmless
from loss resulting from payment of proceeds of production to the losing party.

(6) The expiration of any lease because of the failure of the
parties to extend same, in accordance with the provisions thereof, beyond its
primary term shall not be considered as a loss or failure of title within the
meaning of this Article 20. Any loss of a lease because of its expiration
under its own terms at or after the expiration of its primary term shall be
a common loss of the parties. Likewise, where all of the parties consent to
a surrender of a lease (whether during or after its primary term) such loss
shall be a common loss of the parties. '"Primary term", as used herein, shall
mean the term a lease may be held by paying rentals or by other means in absence
of production.

21. MAINTENANCE OF UNIT OWNERSHIP: Should a sale be made by Unit

Operator of all of its rights and interests, the other parties shall have the
right within sixty (60) days after the date of such sale, by majority vote in
interest, to select a new Operator. If a new Operator is not so selected, the
transferee of the present Operator shall assume the duties of and act as Oper-
ator. In either case, the retiring Operator shall continue to serve as Oper-
ator, and discharge its duties in that capacity under this agreement, until
its successor Operator is selected and begins its functions, but the present
Operator shall not be obligated to continue the performance of its duties for
more than one hundred twenty (120) days after the sale of its rights and inter-
ests has been completed.

For the purpose of maintaining uniformity of ownership in the o0il and
gas leasehold interest covered by this contract, and notwithstanding any other
provisions to the contrary, no party shall sell, encumber, transfer or make any
other disposition of its interest in the leases embraced within the Unit Area
and in wells, equipment and production unless such disposition covers either:

(a) The entire interest of the party in all leases and equipment
and production; or
(b) An equal undivided interest in all leases and equipment and

production in the Unit Area.
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Every such sale, encumbrance, transfer or other disposition made by
any party shall be made expressly subject to this agreement, and shall be made
without prejudice to the rights of the other parties.

If at any time the interest of any party is divided among and owned
by four or more co-owners, Unit Operator may, at its discretion, require such
co-owners to appoint a single trustee or agent with full authority to receive
notices, approve expenditures, receive billings for and approve and pay such
party's share of the joint expenses, and to deal generally with - with power
to bind - the co-owners of such party's interests within the scope of the
operations embraced in this contract; however, all such co-owners shall enter
into and execute all contracts or agreements for the disposition of their res-
pective shares of the 0il and gas ﬁroduced from the Unit Area and they shall
have the right to receive, separately, payment of the sale proceeds thereof.

22. COVENANTS RUNNING WITH THE LAND: This agreement shall be deemed

a covenant running with the leases and the lands subject hereto and shall be
binding upon and inure to the benefit of the heirs, personal representatives,
successors and assigns of the parties respectively.

23. SUBSEQUENT JOINDER: Prior to commencement of operations under

the Unit Agreement, all owners of working interests in the Unit Area who have
not joined in the Unit Agreement shall be privileged to join in this agreement
by subscribing to the Unit Agreement and this agreement. After commencement
of operations under the Unit Agreement, however, subsequent joinder in the Unit
Agreement and in this agreement by any party owning a working interest in the
Unit Area shall be on such reasonable terms and conditions as the parties who
are then committed to this agreement may require in view of the circumstances
existing at the time such subsequent joinder is sought.

24,. SURRENDER OR TERMINATION OF INTERESTS: No lease committed to the

Unit Agreement shall be surrendered in whole or in part, unless the parties here-
to mutually consent thereto. Should any party at any time desire to surrender
any lease committed to the Unit Agreement insofar as it applies to the lands
covered by said Unit Agreement and the other parties should not agree or con-
sent to such surrender, the party desiring so to surrender shall assign, with-
out express or implied warranty of title subject to the approval of the Director
of the Bureau of Land Management, Department of the Interior or the Commissioner

of Public Lands as the case may be, if Federal or State lands are involved, all
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of such party's interest in such lease to the other parties hereto in propor-
tion to the participation percentages of such parties under this agreement.
If all of the parties are not willing to accept the assignment of such interest,
the assignment shall be made to those willing to accept such interest in the
proportions that their respective participation percentages under this agree-
ment bear to the aggregate of such percentages of such parties. Such assign-
ment shall be free and clear of all liens and encumbrances and upon delivery
thereof the assigning party shall be relieved of all further obligations with
respect to the lease or leases so assigned, but such assignment shall not
relieve the assigning party of any obligation or liability approved, accrued
or incurred with respect to such lease or leases or the interest referable
thereto prior to the assignment thereof.

If any party hereto so desires, it may withdraw from this agreement
by conveying, assigning and transferring, without warranty, either express or
implied, to the other parties hereto who do not desire to withdraw, all of its
right, title and interest in and under the leases included in the Unit Area,
together with the withdrawing party's interest in all wells, casing material,
equipment, fixtures and other personal property acquired for or used in oper-
ations under this agreement, but such conveyance or gssignment shall not relieve
said party from any obligation or liability in connection with a drilling or re-
working operation theretofore approved or from any obligation or ligbility accrued
or incurred prior to the date of such assignment. The interest so conveyed and
assigned shall be held and owned by the Assignees in proportion to their par-
ticipation percentages under this agreement, and thereupon the withdrawing party
shall be relieved from all obligations and liabilities thereafter to accrue
under this agreement except as above provided and the right of such party to
any benefits subsequently accruing hereunder shall cease; but Assignees shall
pay Assignor for its interest in all casing, material, equipment, fixtures and
other persmal property assigned to them at the salvage value thereof computed in
accordance with the Accounting Procedure, Exhibit "C", hereto attached, less the
estimated cost of salvaging and estimated cost of plugging and abandoning. If all
of the parties are not willing to accept the assignment from the withdrawing party,
the assignment shall be made to those parties willing to accept such assignment in

the proportions that their respective participation percentages under this agree-
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ment bear to the aggregate of such percentages of such parties.

25. NOTICES: Except as herein otherwise expressly provided, all
notices, reports or other communications required or permitted hereunder shall
be deemed to have been properly given or delivered when sent by first class
mail or telegraph with gll postage or charges fully prepaid, and addressed to
the parties hereto, at the addresses set opposite their respective names, or
at such other address as may be thereafter furnished to Unit Operator in wri-
ting by the respective parties. The date of service by mail shall be the date
on which such written notice or other communication is deposited in the United
States Post Office, addressed as above provided.

26. RELATION OF PARTIES: The rights, duties, obligations and lia-

bilities of the parties hereto under this agreement and the Unit Agreement shall
be several and not joint or collective, it being the express purpose and inten-
tion of the parties hereto that nothing contained in this agreement or the Unit
Agreement or any operation under either agreement shall ever be construed as
creating a partnership of any kind, joint venture, an association or a trust, or
any legal entity for any purpose or as imposing upon any one or more of the par-
ties hereto any partnership duty, obligation or liability. Each party hereto
shall be individually responsible only for its obligations as set out in this
agreement and in the Unit Agreement.

27. INTERNAL REVENUE CODE ELECTION: While each of the parties hereto

recognizes and intends that its rights and liabilities under this agreement and
the Unit Agreement are several and not joint or collective, if, for income tax
purposes, the parties should be regarded as partners or joint venturers, or if
this agreement, the Unit Agreement, or any operations carried on under either
agreement be treated as a partnership for income tax purposes, each and all of
the parties hereto do fully and finally elect to exclude themselves, this agree-
ment, the Unit Agreement and all such operations from the application of all of
Subchapter K of Chapter 1, of Subtitle A, of the Internal Revenue Code of 1954 as
provided in Section 761 (a) thereof. Each party hereto further agrees not to
give any notices or take any other action inconsistent with the election made
hereby. If any present or future income tax laws of the State in which the pro-
perty covered by this agreement is located, or any future income tax laws of the

United States, contain, or shall hereafter contain, any other provisions under
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which an election similar to that provided by Section 761 of said Subchapter
K is permitted, each of the parties hereto hereby makes such election with

the same purpose and effect as the election made above and each party agrees
to take sucn action as may be necessary to make such election as may be per-

mitted by such laws.
28. FORCE MAJEURE: In the event any party hereto is rendered unable,

wholly or in part, by force majeure to carry out its obligations under this con-
tract other than the cbligation to make payments of amounts due hereunder, it is
agreed that upon such party's giving notice and reasonably full particulars of
force majeure in writing or by telegraph to the other parties hereto within a
reasonable time after the occurrence of the cause relied upon, then the obliga-
tions of the party giving the notice, so far as they are affected by force majeure,
shall be suspended during the continuance of any inability so caused, but for no
longer period; and the cause of the force majeure shall, so far as possible, be
remedied with all reasonable dispatch. The term "force majeure" as employed
herein shall mean delay or loss resulting from fire, flood, action of the ele-
ments, strikes or other labor difficulties, acts or orders of civil or military
authorities, restrictions or restraints imposed by law or ordinance, or by order
or regulation of public authority, whether Federal, State or local, inability to
procure necessary materials or labor in the open market and on usual and lawful
terms, or any other cause reasonably beyond the control of the party claiming
suspension.

The settlement of strikes and lockouts shall be entirely within the
discretion of the party having the difficulty and the above mentioned require-
ment that any force majeure shall be remedied with all reasonable dispatch shall
not require the settlement of strikes and lockouts by acceding to the demands of
opposing party when such course in inadvisable in the discretion of the party
having the difficulty.

29. ASSIGNMENTS OF PARTIAL INTERESTS: Under various provisions of

this agreement, a party hereto is permitted, or may be obligated, to assign to
another party or parties hereto, all or a part of such party's interest in its
oil and gas leases subject to this agreement. In the event assigmment of record
title is not permitted under the rules and regulations of the Bureau of Land
Management or of the Commissioner of Public Lands of the State of New Mexico,
as the case may be, then the interest te be assigned shall be conveyed by
appropriate operating agreements or by any other valid instrument that will
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carry out the intention of such provision or provisions or in case of a State
lease or leases where undivided interests are to be assigned, the same may be
assigned to the Unit Operator to be held in trust for the parties entitled

to participation therein in proportion to their respective interests.

30. PROVISIONS CONFORMED WITH LAWS AND REGULATIONS: All of the

provisions of this agreement are hereby expressly made subject to all applicable
Federal or State laws, orders, rules and regulations, and in the event this contract
or any provision hereof is found to be inconsistent with or contrary to any such law,
order, rule or regulation, the latter shall be deemed to control and this contract
shall be regarded as modified accordingly and as so modified shall continue in full

force and effect.

31. EFFECTIVE DATE AND TERM: This agreement shall become effective as of

the effective date of the Unit Agreement and shall remain in full force and effect
during the term of said Unit Agreement and any and all extensions or renewals there-
of, and, in the event of the termination of the Unit Agreement for any reason as to
all or any part of the land now or hereafter included in the Unit Area, this agree-
ment shall continue in full force and effect with respect to any land as to which
the Unit Agreement terminates which is included in any drilling unit or proration
unit for any unabandoned well which has been drilled or commenced pursuant to this
agreement. After such termination the royalties reserved in the lease covering
any such drilling or proration unit and the overriding royalties and production
payments specified in Exhibit "B" which are applicable to production from such
unit shall be paid and satisfied with the actual production from such unit by the
owner of the lease covering such unit, and the remaining production therefrom and
the cost of all subsequent operations thereon shall be allocated among the parties
to this agreement in accordance with the other provisions of this agreement; such
remaining production being in lieu of any other working interest production from
or allocated to such unit to which any werking interest owner or owners might
otherwise be entitled under this agreement. Any additional overriding royalties

or burdens on production from such drilling or proration unit shall be paid and
satisfied by the owner of the lease covering such unit and such owner shall hold
the other parties harmless from any such additional overriding royalties and burdens
on production. The rights and interests of the parties hereto in such drilling

or proration units, the wells thereon and their participation in the production
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therefrom and in the costs of operations thereon, shall be governed by the pro-
visions hereof and this agreement with respect to each such well and its drilling
unit or proration unit shall remain in full force and effect so long as any well
thereon is being drilled or re-worked or is capable of producing oil or gas in
paying quantities and until same is plugged and abandoned and the accounts of
all parties hereto are settled.

No termination of the Unit Agreement as to any land (except as a result
of loss or failure of title or loss of a lease through failure to pay rental or
shut-in well payment) shall cause a revision of the participation percentages of

the parties under this agreement.

32. MODIFICATIONS OF DRILLING REQUIREMENTS OF UNIT AGREEMENT: The Unit

Operator may apply for and obtain a modification of the drilling requirements of
said unit agreement or an extension or extensions of time within which to comply
therewith as provided by the terms of said unit agreement and any such application
or applications may be made without the consent of any of the working interest own-
ers subscribing hereto.

33. EXHIBITS: Exhibit "A" (map of the Unit Area) and Exhibit "B" (Schedule
of Ownership of 0il and Gas Interests in the Unit Area) which are attached to the
Unit Agreement, are hereby confirmed and by reference made a part. hereof. Exhibit "C"
(Accounting Procedure) and Exhibit "D" (Schedule of Participation Percentages in
Costs and Working Interest Production and Schedule as to Participation in the Initial
Test Well) are attached hereto and made a part hereof.

It is recognized that the Exhibits attached hereto will need to be
revised from time to time, as provided in the Unit Agreement and as necessary
due to changes in ownership, retirements of production payments and as required
by the Commissioner of Public Lands and the United States Geological Survey, and
may need to be revised to correct any arithmetical mistakes that may be discover-
ed after the execution of this Agreement. Unit Operator will make such changes
or revisions as are necessary and promptly thereafter furnish the parties hereto

such revised or changed Exhibits.
34. SPECIAL AGREEMENTS CONCERNING DRILLING AND COMPLETING THE INITIAL

TEST WELL.

(a) Rights to be Earned. It is understood and agreed between the re-

spective parties named in this Section 34 that, subject only to the provisions of tnis

Section, Phillips Petroleum Company, Union 0il of California, Gulf 0il Corporation,
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Union Producing Company and Sinclair Oil & Gas Company, hereinafter referred to

as the "Acquiring Parties" shall have and are hereby granted the right to acquire
the following described leasehold interests from the respective parties hereinafter
designated "Carried Parties" named below:

(1) From Pan American Petroleum Corporation, an undivided one-half
(1/2) of all of its leasehold interests as they appear in Exhibit "B" to the Unit
Agreement from the surface of the ground down to and including one hundred (100)
feet below the deepest depth drilled in the test well provided for in Section 13
of this Agreement. Such interests appear in said Exhibit "B" in Tract Nos. 8 and
20, which together are shown in said exhibit to contain a total of 231.51 leasehold
acres, more or less.

(2) From the Ralph Lowe Estate, an undivided one-half (1/2) of all
of its leasehold interests as they appear in Exhibit "B" to the Unit Agreement
from the surface of the ground down to and including one hundred (100) feet below
the deepest depth drilled in the test well provided for in Section 13 of this
Agreement. Such interests appear in said Exhibit "B* in Tract No. 3 and 19 which
together are shown in said exhibit to contain a total of 600.00 leasehold acres,
more or less.

The Acquiring Parties shall each bear and pay in direct proportion to their
respective participation percentages as shown in Column 3 on Pages 2 and 3 of Exhibit
"D", all costs and expenses which would otherwise be chargeable to said Carried Parties'
respective interests under this agreement in connection with drilling and completing
into the tanks the initial test well provided for in Section 13 of this agreement, and,
if no completion attempt is made after reaching the depth specified in Section 13, the
plugging and abandoning of said well.

When the test well has been drilled to the depth required by Sectioﬁ 13
and completed as a producer of oil and/or gas, the Carried Parties shall promptly
execute and deliver to the Acquiring Parties a good and valid assignment, without
warranty of title, vesting in said Acquiring Parties, in the same proportions in
which the costs of the initial test well attributable to the Carried Parties were
borne by said Acquiring Parties, the legal title to the interests above provided
for in the tracts of the respective Carried Parties as shown above. After the
assignrents by Carried Parties as herein provided for have been made, Unit Operator
shall revise Exhibit "B" to the Unit Agreement and Exhibit "D" of the Unit Operating

4dgreement to reflect the then true status of leasehold ownership. The proportionate
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shares of costs of drilling and cowpleting the initial test well which are to be
borne by all parties hereto are more clearly shown in Column 1 on Page 3 of

Exhibit "D" attached hereto.

35. ADDITIONAL ENCUMBRANCES. If any Working Interest Owner hereafter

creates any overriding royalty, production payment or other burden against its
working interest production, and if the other party conducts operations hereunder

in which the party so creating said burden against its working interest production
elects not to participate under any provision of this agreement, and, as a result,
the party conducting such operations becomes entitled to receive the working interest
production otherwise belonging to such other party, said party conducting such
operations shall receive such production free and clear of any burden so created

by the other party, and the latter shall save the party conducting such operations
conpletely harmless with respect to the receipt of such working interest production.

36. COUNTERPARTS. This agreement may be executed in any number of

counterparts, no one of which needs to be executed by the other parties hereto,
and the same shall be binding upon all those parties who have executed such a
counterpart, regardless of whether the same shall have been executed by all of
the parties owning oil and gas leasehold interests within the Unit Area, and
such counterpart shall have the same force and effect as if all parties signing
such counterparts had signed the same document; or this agreement may be rat-
ified with like force and effect by a separate instrument in writing specifi-

. cally referring hereto.

37. NONDISCRIMINATION. 1In connection with the performance of work

under this agreement, the operator agrees to comply with all of the provisions
of section 202 (1) to (7) inclusive, of Executive Order 11246, as amended,
(30 FR 12319), which are hereby incorporated by reference in this agreement.

38. HEADINGS AND SUBHEADINGS. The headings and subheadings used

in this agreement are inserted for convenience only and shall be disregarded
in construing this. agreement.

IN WITNESS WHEREOF this Agreement was executed by the undersigned
parties hereto on the respective dates hereinafter shown with the effective
date to be the day and year first hereinabove written or as otherwise controlled
by Section 31 hereof; provided, however, that each party executing this Agreement
expressly agrees to remain bound to any authority for expenditure or separate

agreement concerning the initial test well which may have been executed or
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entered into previous to said effective date to the extent that authorized costs
incurred prior to the effective date hereof shall be deemed to have accrued under

the terms and provisions of this Operating Agreement.

PHILLIPS PETROLEUM COMPANY

Date: W 0)\{_6 /7&2

Fred Forward

Attorney-in-Fact E:szfb's BRI

THE STATE OF TEXAS i
COUNTY OF MIDLAND |

BEFORE ME, the undersigned authority, a Notary Public in and for said
County and State, on this day personally appeared FRED FORWARD, Attorney-in-Fact
for PHILLIPS PETROLEUM COMPANY, known to me to be the person whose name is sub-
scribed to the foregoing instrument, and acknowledged to me that the same was the
act of the said PHILLIPS PETROLEUM COMPANY, a corporation, and that he executed
the same as the act of such corporation for the purposes and consideration there-
in expressed, and in the capacity therein stated.

GIVEN UNDER MY HAND AND SEAL OF OFFICE this the 52.2132? day of

W, , 1967.
/

(- Gal,

ﬁb££¥§“?ﬁsiié’iivand for Midland
County, Texas .. o
’ Lirrine SU Cidon
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MeAMB 601 TOSWY oKidhonk COPAS — 1962

Recommended by the
Council of Petroleum

EXHIBIT YoV N s ocieties of
Attached to and made a part of____ HAT MESA UNIT AREA OPERATING
AGREEME

, LEA COUNTY, NEW MEXICO

ACCOUNTING PROCEDURE

(JOINT OPERATIONS)

1. GENERAL PROVISIONS
Definitions
“Joint Property” shall mean the real and personal property subject to the agreement to which this “Accounting Pro-
cedure” is attached.
“Joint Operations” shall mean all operations necessary or proper for the development, operation, protection and
maintenance of the Joint Property.
“Operator” shall mean the party designated to conduct the Joint Operations.
“Non-Operators” shall mean the nonoperating parties, whether one or more.
“Joint Account” shall mean the account showing the charges and credits accruing because of the Joint Operations
and which are to be shared by the Parties.
“Parties” shall mean Operator and Non-Operators.
“Material” shall mean personal property, equipment or supplies acquired or held for use on the Joint Property.
“Controllable Material” shall mean material which at the time is so classified in the Material Classification Manual
as most recently recommended by the Council of Petroleum Accountants Societies of North America.

Conflict with Agreement
In the event of a conflict between the provisions of this Accounting Procedure and the provisions of the agree-
ment to which this Accounting Procedure is attached, the provisions of the agreement shall control

Collective Action by Non-Operators

Where an agreement or other action of Non-Operators is expressly required under this Accounting Procedure
and if the agreement to which this Accounting Procedure is attached contains no contrary provisions in regard
thereto, the agreement or action of a majority in interest of the Non-Operators shall be controlling on all Non-
Operators.

Statements and Billings

Operator shall bill Non-Operators on or before the last day of each month for their proportionate share of costs and

expenses, for the preceding month. Such bill§‘ vY'ill be accompanied by statements reflecting the total charges

and credits as set forth under Subparagraph e below:

A. Statement in detail of all charges and credits to the Joint Account.

B. Statement of all charges and credits to the Joint Account, summarized by appropriate classifications indicative
of the nature thereof.

C. Statement of all charges and credits to the Joint Account summarized by appropriate classifications indicative
of the nature thereof, except that items of Controllable Material and unusual charges and credits shall be detailed.

Payment and Advances by Non-Operators

Each Non-Operator shall pay its proportion of all such bills within fifteen (15) days after rg 'nttthereof. pay-
ment is not made within such time, the unpaid balance shall bear interest at the rate of per cent ¢ ) per
annum until paid.

Adjustments

Payment of any such bills shall not prejudice the right of any Non-Operators to protest or question the correctness
thereof; provided however, all bills and statements rendered to Non-Operators by Operator during any calendar
year shall conclusively be presumed to be true and correct after twenty-four (24) months following the end of any
such calendar year, unless within the said twenty-four (24) month period a Non-Operator takes written excep-
tion thereto and makes claim on Operator for adjustment. No adjustment favorable to Operator shall be made
unless it is made within the same prescribed period. The provisions of this paragraph shall not prevent adjust-
ments resulting from a physical inventory of the Joint Property as provided for in Section VII.

Audits

A Non-Operator, upon notice in writing to Operator and all other Non-Operators, shall have the right to audit
Operator’s accounts and records relating to the accounting hereunder for any calendar year within the twenty-four
(24) month period following the end of such calendar year; provided however, the making of an audit shall not ex-
tend the time for the taking of written exception to and the adjustment of accounts as provided for in Paragraph
6 of this Section I. Where there are two or more Non-Operators, the Non-Operators shall make every reasonable
effort to conduct joint or simultaneous audits in a manner which will result in a minimum of inconvenience to
the Operator.

II. DIRECT CHARGES
Subject to limitations hereinafter prescribed, Operator shall charge the Joint Account with the following items:

Rentals and Royalties

Delay or other rentals and royalties when such rentals and royalties are paid by Operator for the Joint Account

of the Parties.

Laber

A. Salaries and wages of Operator’s employees directly engaged on the Joint Property in the conduct of the Joint
Operations, and salaries or wages of technical employees who are temporarily assigned to and directly
employed on the Joint Property.

B. Operator’s cost of holiday, vacation, sickness and disability benefits and other customary allowances paid to the
employees whose salaries and wages are chargeable to the Joint Account under Paragraph 2A of this Section II
and Paragraph 1 of Section III; except that in the case of those employees only a pro rata portion of whose
salaries and wages are chargeable to the Joint Account under Paragraph 1 of Section III, not more than the same
pro rata portion of the benefits and allowances herein provided for shall be charged to the Joint Account. Cost
under this Paragraph 2B may be charged on a “when and as paid basis” or by “percentage assessment” on the
amount of salaries and wages chargeable to the Joint Account under Paragraph 2A of this Section II and Para-
graph 1 of Section III. If percentage assessment is used, the rate shall be based on the Operator’s cost experience.

C. Expenditures or contributions made pursuant to assessments imposed by governmental authority which are ap-
plicable to Operator’s labor cost of salaries and wages chargeable to the Joint Account under Paragraphs 2A
and 2B of this Section II and Paragraph 1 of Section III.

D. Reasonable personal expenses of those employees whose salaries and wages are chargeable to the Joint Account
under Paragraph 2A of this Section II and for which expenses the employees are reimbursed under Operator’s
usual practice.
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3. Operator’s Fully Owned Warehouse Operating and Maintenance Expense

(Describe fully the agreed procedure to be followed by the Operator.)

4. Combined Fixed Rates

Operator shall charge the Joint Account for the services covered by Paragraph 1, 2 and 3 of this Section III, the
following fixed per well rates:
WELL BASIS (RATE PER WELL PER MONTH)
PRODUCING WELL RATE

DRILLING WELL RATE {(Use Current Producing Depth)
(Use Total Depth) All Wells
Well Depth Each Well First Five Next Five Over Ten
All depths _$749.00 $107.00 . $96.00 $76.00

Said fixed rate ¢(shed (shall not) include salaries and expenses of production foremen.

5. Application of Administrative Overhead or Combined Fixed Rates

The following limitations, instructions and charges shall apply in the application of the per well rates as provided

under either Paragraph 2 or Paragraph 4 of this Section III:

A. Charges for drilling wells shall begin on the date each well is spudded and terminate on the date the drilling or
completion rig is released, whichever is later, except that no charge shall be made during the suspension of
drilling operations for fifteen (15) or more consecutive days.

B. The status of wells shall be as follows:

(1) Producing gas wells, injection wells for recovery operations, water supply wells utilized for water flooding
operations and salt water disposal wells shall be considered the same as producing wells.

(2) Wells permanently shut down but on which plugging operations are deferred shall be dropped from the
well schedule at the time the shutdown is effected. When such a well is plugged a charge shall be made
at the producing well rates.

(3) Wells being plugged back, drilled deeper, converted to a source or input well, or which are undergoing any
type of workover that requires the use of a drilling or workover rig shall be considered the same as drilling
wells.

(4) Temporarily shut-down wells, which are not produced or worked upon for a period of a full calendar month,
shall not be included in the well schedule, provided however, wells shut in by governmental regulatory
body shall be included in the well schedule only in the event the allowable production is transferred to some
other well or wells on the Joint Property. In the event of a unit allowable, all wells capable of producing
will be counted in determining the charge.

(5) Gas wells shall be included in the well schedule if directly connected to a permanent sales outlet even
though temporarily shut in due to overproduction or failure of purchaser to take the allowed production.

(6) Wells completed in multiple horizons, in which the production is not commingled down hole, shall be con-
sidered as a producing well for each separately producing horizon.

The well rates shall apply to the total number of wells being drilled or operated under the agreement to which

this Accounting Procedure is attached, irrespective of individual leases.

D. The well rates shall be adjusted on the first day of April of each year following the effective date of the agree-

ment to which this Accounting Procedure is attached. The adjustment shall be computed by multiplying the
rate currently in use by the percentage increase or decrease in the average weekly earnings of Crude Petroleum
and Gas Production Workers for the last calendar year compared to the preceding calendar year as shown by
“The Index of Average Weekly Earnings of Crude Petroleum and Gas Production Workers” as published by the
United States Department of Labor, Bureau of Labor Statistics. The adjusted rates shall be the rates currently
in use, plus or minus the computed adjustment.
ties, and other such projects, as distinguished from the more usual drilling and producing operatiers; Operator
in addition to the Administrative Overhead or Combined Fixed Rates provided for-im—PdaTagraph 2 and 4 of this
Section III, shall charge the Joint Account with an additional overhead-etrafge as follows:
A. Total cost less than $25,000, no charge.

B. Total cost more than $25,000 but less therr$T00,000, __ % of ‘total cost.
C. Total cost of $100,000 os—m0TE, % of the first $100,000 plus % of all over $100,000 of total cost.
Total cosi shs €an the total gross cost of any one project. For the purpose of this Paragraph the component parts

& - Sre—-pProye - e - aree—SePars v - - - - = B e B eEl .
The specific rates provided for in this Section III may be amended from time to time by mutual agreement between
the Parties hereto if, in practice, the rates are found to be insufficient or excessive.

IV. BASIS OF CHARGES TO JOINT ACCOUNT

Subject to the further provisions of this Section IV, Operator will procure all Material and services for the Joint Prop-

erty.

At the Operator’s option, Non-Qperator may supply Material or services for the Joint Property.

1. Purchases

Material purchased and service procured shall be charged at the price paid by Operator after deduction of all dis-
counts actually received.

2. Material furnished from Operator’'s Warehouse or Other Properties

A. New Material (Condition “A”)

(1) Tubular goods, two inch (2”) and over, shall be priced on Eastern Mill base (i. e. Youngstown, Ohio; Lorain,
Ohio; and Indiana Harbor, Indiana) on a minimum carload basis effective at date of movement and f. o. b.
railway receiving peint nearest the Joint Property, regardless of quantity. In equalized hauling charges,
Operator is permitted to include ten cents (10c) per hundred-weight on all tubular goods furnished from
his stocks in lieu of loading and unloading costs su#tained.

(2) Other Material shall be priced at the current replacement cost of the same kind of Material, effective at date
of movement and f. 9 b. the supply store or railway receiving point nearest the Joint Property where
Material of the same kind is available.

(3) The Joint Account shall not be credited with cash discounts applicable to prices provided for in this Para-
graph 2 of Section IV.

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

(1) Material in sound and serviceable condition and suitable for reuse without reconditioning, shall be classified
as Condition “B” and priced at seventy-five per cent (75% ) of the current price of new Material.

(2) Material which cannot be classified as Condition “B” but which,

(a) After reconditioning will be further serviceable for original function as good secondhand Material
(Condition “B”), or

(b) Is serviceable for original function but substantially not suitable for reconditioning, shall be classifi-
ed as Condition “C” and priced at fifty per cent (509 ) of current new price.

(3) Obsolete Material or Material which cannot be classified as Condition “B” or Condition “C” shall be priced
at a value commensurate with its use. Material no longer suitable for its original purpose but usable for

—
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HAT MESA UNIT AREA, LEA COUNTY, NEW MEXICO EXHIBIT '"D" - - - PAGE 1

SCHEDULE SHOWING COMMITTED ACRES, PARTICI-

PATION PERCENTAGE, BURDENS AND BENEFICIAL

INTEREST OF EACH WORKING INTEREST OWNER IN

THE UNIT AREA PRIOR TO COMPLETION OF THE
INITIAL TEST WELL

(8)

(1) (2) (3) (4) (5) (6) (7) Beneficial
Working Interest Owner Committed Royalty and Percent Net Working Interest Interest
and Tract Numbers Acres and Percent Basic Excess Percent Acres (Percent)
Phillips Petroleum Company
1 480,00 12,50 6.25 81.25 390.00
2 80,00 12.50 $750/Ac. x 5% * 82.50 66.00
5 160.00 12.50 12.50 75.00 120.00
9 320.00 12.50 5.00 82,50 261,.00
13 80.00 12.50 5.00 82.50 66.00
iV 320.00 12.50 5.00 82.50 264.00
15 480.00 12.50 5.00 82.50 396.00
16 320.00 12.50 5.00 82.50 264.00
26 400.00 12.50 $750/Ac. x 5% * 82.50 330.00
27 360,00 12.50 None 87.50 315.00
28 312.04 12.50 None 87.50 273.03
3,312.04 - L2.49457% 2,748.03==—mmmmum 41.86575%
Union 0il of California
L 640.00 12.50 5.00 82.50 528.00
11 80.00 12.50 5.00 82.50 66.00
17 320.00 12.50 None 87.50 280.00
18 400.00 12.50 None 87.50 350.00
21 160.00 12.50 None 87.50 1406.00
23 151.87 12.50 None 87.50 132,89
1,751.87 - 22.47708% 1,496.89——cmm—e 22.80485%

*For purposes of this Exhibit "D" and computations hereon, Production Payments are treated as straight overrides. As each production
payment is paid out and retired, the Interests shown will be recalculated as provided in the Unit Operating Agreement.



EXHIBIT "D" - - - PAGE 2

(8)
(1) (2) (3) (4) (5) (6) (7 Beneficial
Working Interest Owner Committed Royalty and Percent Net Working Interest Interest
and Tract Numbers Acres and Percent Basic Excess Percent Acres (Percent)
Gulf 0il Corporation
6 160.00 12.50 5.00 82.50 132.00
7 711.69 12.50 5.00 82.50 587.14
10 320.00 12.50 4.00 83.50 267.20
H“How.m@ - 15.28978% T T — 15.02671%
Ralph Lowe Estate
3 240.00 12.50 None 87.50 210.00
19 360.00 12.50 None 87.50 315,00
600.00 - 7.69820% 525 .00~ —mmemmmm 7.99828%
Union Producing Company
22 320.00 - 4.10571% 12.50 None 87.50 280,00 ——mm e 4.26575%
Pan American Pet. Corp.
8 80.00 12.50 5.00 82.50 66.00
20 151.51 12.50 6.25 81.25 123.10
231.51 - 2.97035% 189,10~ 2.88091%
Sinclair 0il & Gas Company
2L 226.92 - 2.91146% 12.50 None 87.50 198.55———mee— 3.02487%
Superior 0il Company
12 160.00 - 2.05285% 12.50 None 87.50 140 .00 = 2.13288%
7,794 .03~ 100.00000% 6,563.91 100.00000%

Note:

Atlantic Richfield has 80 acres within the Unit Area not committed to the Hat Mesa Unit.



EXHIBIT "D" - HAT MESA UNIT AREA - - PAGE 3

SCHEDULE SHOWING PARTICIPATION PERCENTAGES IN INITIAL TEST WELL AND IN SUBSEQUENT
COSTS AND WORKING INTEREST PRODUCTION UFON COMPLETION OF INITIAL TEST WELL AS A PRODUCER

Column 1 Column 2 Column 3
Upon Completion of a Producing Well the Participation Percentage in the
Participation Percentage of Operating Costs, Working Interest Production
Participation Percentages Costs of Subsequent Wells and Ownership of Upon Completion of A Producing Well
Working Interest Owner of Initial Test Well Costs All Equipment and Wells (Beneficial Interest)

Phillips Petroleum Company 47.68892% 45.09182% Ly 51420%
Union 0il of California 25.224,58% 23.85082% 24,.20572%
Gulf Oil Corporation 17.1587L% 16.22421% 15.97964%
Ralph Lowe Estate None 3.84910% 3.99914%
Union Producing Company L.60757% L.35667% L.52164,%
Pan American Petroleum Corp. None 1.45511% 1.440L5%
Sinclair 0il & Gas Company 3.26734% 3.08942% 3.20633%
Superior 0il Company 2.05285 2.13288%
100.00000 100.00000%

Percentages will be adjusted upon retirement of production payments.
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% PHILLIPS PETROLEUM COMPANY o
MIDLAND, TEXAS 79701
BOX 791 PERMIAN BUILDING I :
EXPLORATION AND PRODUCTION DEPARTMENT :}E = : /
April 30, 1969 | f
A

State of New Mexico 0il Conservation Commission
State Iand Office Building
Santa Fe, New Mexico 87501

Attention: Mr, A. L. Porter, Jr.
Re: G.F. 15014, Hat Mesa Unit

lea Ccunty, New Mexico
Case #3560, Order R-3224

Gentlemen:

As stipulated in the captioned Order Number, you are hereby advised that
the Hat Mesa Unit Agreement is terminated effective May 1, 1969,

Such termination has been approved by the U.S.G.S. and by the Commissioner
of Public Iands of the State of New Mexico.

Yours very truly,
// - Jlsr97,
A. Rever

SAR/mrf



